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South Dakota Board of Accountancy
Minutes of Meeting-Conference Call
June 8, 2015 - 9:00 a.m.

The Board of Accountancy held a meeting by conference call on Monday, June 8, 2015. Chair John
Mitchell called the meeting to order at 9:03 a.m.

Roll call was taken to confirm that the following members were present: David Pummel, Marty
Guindeon, John Linn, Jr., Holly Brunick and John Mitchell. A quorum was present.

Also present were Nicole Kasin, Executive Director; Julie lverson, Sr. Secretary; Aaron Amnold, Legal
Counsel and Department of Labor & Regulation.

Chair John Mitchell asked if there were any additions to the agenda. The following were added:
Additions to Certificates and Firm Permits
Financial Statements through May 2015

A motion was made by David Pummel and seconded by Marty Guindon to approve the April 23,
2015, meeting minutes. A roli call vote was taken. The motion unanimously carried.

A moﬁ-on was made by John Linn, Jr. and seconded by Holly Brunick to approve the issuance of
individual certificates and firm permits through June 4, 2015. A roll call vote was taken. The motion
unanimously carried.

A motion was made by Marty Guindon and seconded by David Pummel to approve the financial
statements through May 2015, A roll call vote was taken. The motion unanimously carried.

The Board discussed proposed changes made by the CPE Audit Review Committee to the
guidelines for failed CPE audits. The topic was tabled until the July 7 meeting.

Executive Director Kasin discussed her report on NASBA's Vice Chair nomlnee the fee increase for
the CPA exam effective July 17, 2015, upcoming renewals opening June 15" an update on the new
database, and a follow-up on a question regarding the death of sole practltloners without succession
plans and responsibilities of the estate on firm records.

The Board discussed the Executive Summéry of the Recommended Revisions of the CPE
Standards by the Joint AICPA/NASBA CPE Standards Committee and the AICPA’s Concept Paper
on the Future of Practice Monitoring.

The Board also discussed the Candidate Care Concerns 1Q15, the NASBA Board of Directors
January 23, 2015 meeting minutes, the NASBA Board of Directors April 24, 2015 meeting highlights,
and the Executive Summary and Responses to Quarterly Focus Questions from Regional Directors.

A motion was made by David Pummel and seconded by Holly Brunick to enter into executive
session for the deliberative process for peer reviews, off-site requests, and a complaint. A roll call
vote was taken. The motion unanimously carried.

The Board came out of executive session.
A motion was made by Marty Guindon and seconded by John Linn, Jr. to accept the peer reviews,

off-site requests, and the complaint as discussed in executive session. A roll call vote was taken.
The motion unanimously carried.
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A motion was made by David Pummel and seconded by John Linn, Jr. to adjourn the meeting. A roll
call vote was taken. The motion unanimously carried.

All business having come before the board was concluded and Chair John Mitchell adjourned the
meeting at 9:55 a.m.

John Mitchell, CPA, Chair

Attest:

Nicole Kasin, Executive Director David Pummel, Sec/Treasurer



Number

3207

3208

3209

3210

3211

CERTIFIED PUBLIC ACCOUNTANT CERTIFICATES
BOARD COPY

Issued Through July 1, 2015

Name Date Issued Location
Ellen Mae Dickey 6/09/15 N Sioux City, SD
Ashli Marie Billington 6/09/15 Garretson, SD
Callie Dawn Iversen 6/09/15 Pierre, SD
Joshua Bryant VanLaecken 6/25/15 Omaha, NE

Kristin B. Breen 6/26/15 Orange City, TA



Number

1650

1651

1652

FIRM PERMITS TO PRACTICE PUBLIC ACCOUNTANCY

BOARD COPY
Issued Through
July 1, 2015
Name Date Issued Basis/Comments
Brantley Janson Yost & Ellison 06/17/15 New Firm
Federal Way, WA
Take Charge Bookkeeping, LLC 06/22/15 New Firm
Pierre, SD
Ahart Boyett LLC 06/23/15 Name Change

Peachtree City, GA



CPE Audit Review Committee
6-8-15

From the June 8, 2015 board meeting discussion, this topic was tabled until the July meeting for action,
Pursuant to SDCL 1-27-1.18, the governing body shall delay taking any official action on the
recommendations, findings, or reports until the next meeting of the governing body.

The committee recommendations and the board discussion are reflected on the hew proposed policy
listed below.

CPE Audit Failure Guidelines for Consent Agreements
Proposed Negotiated Consent Agreements will be made with these terms:

1. Licensees that failed their CPE audit shall make up the required hours within 90 days of the
signed consent agreement.

2. Ifalicensee has to roll hours back from prior years to fulfill CPE requirements, a CPE extension
will be placed on their file.

3. Proof of documentation of completed CPE courses granted through the extensions must be filed
with the hoard.

4, CPA will be required to undergo CPE audit for the next three renewal periods.

5. CPA will not be eligible to be granted an extension to complete CPE for the next three renewal
periods.

6. CPA will receive a public reprimand if they fail in a category of 4, 5, or 6 or use deception in their
reporting.

7. CPA will be fined (as described in agreement) and must pay fine within 30 days of signed
consent agreement.

Proposed Fines for failure of CPE Audits:

Failed Level Status Fine Amount

1 criteria Responsive 1o Requests $200

2 criteria Responsive to Requests $250

3 criteria Responsive to Requests $300

4 criteria Responsive to Requests $350

5 criteria Responsive to Requests $400

6 criteria Responsive to Requests $450

Any category Nonresponsive to Requests The criteria fine is doubled
Any category Deception/Fraud $1000

With a CPE audit there are 6 criteria in the 3 years to pass the audit. In each year of the audit the CPA
must complete a minimum of 20 CPE hours. Then using the 3 year rolling period, the CPA must meet
the minimum of 120 CPE hours total at the end of each of years being audited.

If an individual does not want to enter into a consent agreement with the Board, then the procedures
for a notice of hearing will be followed.

Notes: Responsive defined 20:75:05:16
Subject to Review of CPE 20:75:04:11



REPORT TO BOARD ON GRADES
Nicole Kasin

The grades were posted for review for the 45 window. These grades are through June
2015. Thave included the average scores per school since CBT started along with the
number of students that have sat for their school respectively. The last chart shows the
averages for the past 8 windows.

Overall Average Window 1-45

| Window | (Al |

Average of
Score Section

Grand
School AUD BEC FAR REG Total
Augie 75 72 73 74 73
BHSU 71 70 70 72 71
COTech 66 70 69 75 70
DSU 70 70 63 68 68
Dwu 70 67 63 76 68
Mt. Marty 66 69 72 68 68
NAU 68 63 65 68 66
NSU 73 70 74 71 72
0s 74 72 70 73 72
SDsuU 74 74 76 77 75
UsD 77 75 74 75 75
USF 73 74 73 77 74
Grand Total 74 72 72 73 73

Students per section per school since CBT Began (3 or more parts)

| Window | (A i

Count of
Score Section

Grand
School AUD BEC FAR REG Total
Augie 76 85 67 83 311
BHSU 100 102 86 91 378
CQOTech 22 19 14 13 68
DsuU 15 15 15 12 57
DwWuU 16 13 15 11 55
Mt. Marty 22 24 14 19 79
NAU 10 15 20 18 63
NSU 88 101 68 84 341
0s 214 220 210 202 846
SDSU 30 33 26 27 116
UsDh 222 232 227 213 894
USF 67 69 68 49 253
Grand Total 882 928 830 822 3462




Average for past 8 windows (3 or more parts)

| Window | {(Multiple ltems) |

Average of
Score Section

Grand
School AUD BEC FAR REG Tofal
Augie 77 76 77 74 ) 76
BHSU 75 73 70 74 73
COTech 78 72 69 72
DSU 61 61
DwWU 71 73 61 81 69
Mt Marty 63 71 68
NAU 74 73 73 74 73
NSU 77 76 79 73 76
0S 80 78 71 74 75
SbsuU 75 80 80 82 79
UsSD 78 77 75 75 76
USF 71 75 69 76 73
Grand Total 76 76 73 75 75

The Board needs to Approve the 2015-2 (45 Window) grades.



EXECUTIVE DIRECTOR’S REPORT
Nicole Kasin

Online Renewals
Renewals opened June 15, 2015. A progress report follows the last page of this report.
Database discussion update

I am currently working with Aaron Arnold, DLR Attorney, staff from Bureau of Information and
Telecommunications, and a vendor to work collectively and bring a contract to the board for a new
database.

Sole Practitioner/ Deceased Practitioner/Successor Plan — follow-up
Aaron — Any follow-up from risk management?

CPA Question:

An individual, who performs work in the investment area with a series 7 and series 66 licenses, would
like to know if they are required to keep their CPA license in an active status or if they can change to an
inactive status.

To be inactive the following statement must be signed off on. SDCL 36-20B-27, states certificate holders
who do not perform or offer to perform for the public one or more kinds of services involving the use of
accounting or auditing skills, including issuance of reports on financial statements or of one or more
kinds of management advisory, financial advisory, or consulting services, or the preparation of tax
returns or the furnishing of advice on tax matters. Any licensee granted such an exception by the board
must place the word, inactive, adjacent to their CPA title or PA title on any business card, letterhead, or
any other document or device, with the exception of their CPA certificate or PA license, on which their
CPA or PA title appears. '

Recap from NASBA Western Regional Conference

e Update from NASBA Leadership — Visits to state boards, tracking of legislation, enforcement
issues, strategic planning, diversity and leadership, infrastructure of NASBA office, international
issues, IT update, services offered from NASBA

e Spotiight on the Department of Labor’s Report — released 5/28/15 which reviewed 400 plan
audits from 2011 Form 5500 filings. They had six strata using number of audits per firm, random
sampled the strata (tiers were 1-2; 3-5; 6-24; 25-99; 100-749; 750+)

o Bad News — 4 out of 10 audits they looked at were major deficient, 6 out of 10 had
compliant or minor deficiencies.

o Additional findings — 17% of audit reports didn’t comply with ERISA reporting/disclosure
requirements. The smaller the firm’s EBP audit practice, the greater overall deficiency
rate and increased number of deficient audit areas. Increased number of limited scoped
audits appears to have nexus to decline in quality. Concern that peer review and
practice monitoring efforts are not improving audit quality or identifying deficient EBP
audits.

o Since 2005 — DOL made 580 routine referrals, 491 to AICPA, 89 to State boards.



o Call to Action from NASBA — ED’s provide contact info to NASBA to receive referrals
from DOL and to be able to follow through the process on disciplinary action against
firms,

Keeping the UAA evergreen — 2014-15 Activities ~ Act and Model Rules update, CPE standards
release and Model Rules update, pathways for international credential holders, SSARS 21
impact, and Inactive/Retired status.

The Uniform CPA exam for 2017 — evolution of the exam and the steps to the new exam being
implemented in 2017.

Peer Review — an overview of the DOL project, actions to strengthen firm quality from the peer
review committee, actions to enhance reviewer quality,

Update on ALD — an overview of the use of the data being used by the boards and the
possibilities of how to expand the data sharing into the future.

Regional meeting — issues discusses were the DOL issues, CPE audits, issues each state may be
having, Regional Director position was open for nomination and one applicant was received
from Sharon lensen from Minnesota.

Private Company Council, Progress Update — An update on the PCC, the decision-making
framework, the definition of a public business entity, PCC activities to date and the FASB
simplification initiative

Legal update ~ Update from Noel Allen on various cases with 3 specific cases from Accountancy
Boards.

-—-Gustafson v. Board of Accountancy {Oregon) —Oregon board’s reliance on past disciplinary
actions when imposing larger suspension period than that recommended by the ALl was not
unfair or an abuse of discretion.

---Osborne v. Tennessee State Board of Accountancy — CPA’s petition for review regarding the
revocation of his licenses and his accounting firm’s permit was untimely filed. Even through the
appeals the dismissal of the petition was affirmed.

---Simic v. Accountancy Board of Ohio — The Ohio Board did not have the authority to personally
discipline a CPA’s certificate for his firm’s failure to abide by a cease and desist order when the
Board did not provide the required notice.

Breakout Sessions
o Peer Review Compliance
o CPE Standards and Model Rule Changes
o Accepting International Professionals
Evolving Education Issues

0

Summary of NASBA Education Research Projects
o Are Accountants Made or Born? An analysis of Self-Selection and Performance in the
Accounting Major and on the CPA Exam
o Intention to Sit for the CPA Examination; An Investigation of Cost, Exam, Support and
Career Factors



o State policies and attitudes toward acceptance of Advanced Placement (AP) courses and
a comparison of success on the CPA exam between students that enter college with AP
credit and those that do not: A two part investigation.

* Report form CPA Exam Review Board — An update in regards to changes to the NASBA bylaws
and the ERB charge, the approach and structure of the ERB, and the information technology
controls followed.

¢ Evaluating Candidate Statistics — an overview of the 2014 overall performance on exam
statistics; the new analysis, collaboration and candidate pipeline information; evaluating the
CPA exam statistics.

Board Discussion
* Any New Business/topics?



Form 19-Firm Form 27-Retired Form 28-Active Form 29-Inactive
DATE COMP APVD | BD APVD | COMP APVD | BD APVD | COMP APVD | BD APVD | COMP APVD | BD APVD | Dally Totals
Monday, June 15, 2015 0 1 3 0 11 0 b 0 21
Tuesday, June 16, 2015 3 0 2 0 24 2 14 0 45
Wednesday, June 17, 2015 2 2 4 0 15 3 7 0 33
Thursday, June 18, 2015 8 0 2 0 8 0 9 0] 27
Friday, June 19, 2015 0 0 4 0 9 1 b 0 20
Saturday, June 20, 2015 1 0 1 0 0 0 3 0 5
Sunday, June 21, 2015 0 0 4 0 1 0 3 0 8
Monday, June 22, 2015 1 1 3 0 11 3 9 0 28
Tuesday, June 23, 2015 3 0 0 0 14 1 4 o] 22
Wednesday, June 24, 2015 3 0 1 0 16 1 9 0 30
Thursday, June 25, 2015 3 1 1 1] 10 2 3 o] 20
Friday, June 26, 2015 0 0 0 0 4] 1 4 0 11
Saturday, June 27, 2015 0 0 0 o] 1 0 0 0 1
Sunday, June 28, 2015 2 1 1 0 6 1 1 0 12
Monday, June 29, 2015 3 0 1 0 27 2 1 Q 34
Tuesday, June 30, 2015 5 0~ Q 0 23 2 5 4] 35
Wednesday, july 1, 2015 2 0 2 0 17 1 5 0 27
Totals 36 6 29 0 198 20 89 0 379
Totals per form 42 29 219 89
Total Renewals
Online & Via Mall 55 a6 247’| 116| 464
|
% Completed Online 76.36% 63.04|% 88.66|% 76.72|% 81.68%
|
Still need to complete renewal 224‘ 52| 948| 280I 1504
% Completed overall 19.71% 46.94% 20.67% 29.29% 23.58%
7/1/2015
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AICPA BOARD OF EXAMINERS (BOE)
MEETING HIGHLIGHTS
May 28 - 29, 2015

Participants
BOE Members: Rick Niswander (Chair), Barry Berkowitz, Allan Cohen, Michael Daggett, Damon

DeSue, Russ Friedewald, Bucky Glover, Jeff Hoops, Gary Lubin, Leslie Mostow, Roberta Newhouse,
Mark Shermis, Amy Sutherland, Tom Winkler

AICPA Staff: Michael Decker (Staff Liaiscn), Noel Albertson, Joanne Fiore, Rich Gallagher, Heather
Hardwick, Michael Horan, Susan Josephson, Joe Maslott, John Mattar, Robin Stackhouse

NASBA Staff: Onita Porter NASBA Examination Review Board)

Committee Reports
At its May 2015 meeting, the BOE heard reports from the State Board Committee, the Psychometric
Oversight Committee and the Content Committee,

Roberta Newhouse, Chair of the State Board Committee (SBC), reported on the prior day’s
meeting. The SBC had a fantastic meeting in Philadelphia and very much enjoyed the opportunity
to meet a number of AICPA staff. The SBC remains impressed with the number, breadth, and
progress of the Examinations Team projects underway.

In order to promote and support greater participation on the upcoming Practice Analysis Exposure
Draft (ED), targeted for release on September 1%, the SBC recommended that the Examinations
Team distribute an article to the State Boards forewarning them of the 90-day exposure period.
The SBC also recommended that on September 1%, the Examinations Team distribute the Exposure
Draft directly to the State Boards to accelerate its review.

Russ Friedewald, Chair of the NASBA Executive Director Committee reported a strong
turnout at the March NASBA Executive Director’s conference. The conference was a great
opportunity for the State Societies and the State Boards to meet together and for the State Boards
to learn more about the next version of the CPA Examination.

Mark Shermis, Chair of the Psychometric Oversight Committee (POC), reported on the
POC’s support of the potential changes to the next version of the CPA Examination. A shift to
50% MCQs and 50% simulations could easily be supported by the Examination. The POC was
also supportive of increasing the time for BEC and REG to 4 hours each, therefore extending the
total testing time to 16 hours, or 4 sections at 4 hours each. The POC suggested that a 10 minute
break inserted into each section be researched.

The POC also suggested conducting research to identify how much time candidates were spending
on MCQs and simulations sections. Based on the results of the research, it may be appropriate to
govern the time of each areas of the Examination (MCQs and simulations) rather than leave it up
to the Candidates to judge.



AIC PAB) American Institute of CPAs May 2015 BOE Highlights

With the proposed increase in simulations and the potential complexity and content integration
(knowledge, skills, and context) within the simulations, additional research into multi-
dimensionality may also be warranted in the future.

The POC had also discussed possible changes with respect to the Test Administration Model
(TAM). The POC supports the extension of the testing windows to allow candidates additional
days to test.

The POC also discussed the retest policy changes (allowing a candidate to retest a failed section
within a window) currently being discussed. The POC cautioned the BOE that retesting has the
potential to impact the security of the Examination as Candidates could share content with their
friends testing in the same window. The POC also stated that the cut score of the Exam was not
designed to support retesting and that candidates scoring around the cut score could be
inappropriately and positively impacted. The POC actually stated that modifying the |18-month
eligibility period, without modifying the retesting policy, is better psychometrically but also
acknowledged that this more of a content and professional issue.

Lastly, the POC recommended additional research into the number of candidates (and their
performance) running into the 18 month eligibility period and the number of candidates (and their
performance) employing their own retesting strategies across consecutive windows.

Amy Sutherland, Chair of the Content Committee (CC), reported that the CC was overall quite
pleased with the Practice Analysis. The CC endorsed the draft blueprints of the next version of
the Exam. The CC and the BOE approved a one-off change to the BOE policy of testing emerging
standards (in this case revenue recognition) which will be communicated to Candidates shortly.
Another one-off change to the annual CSQ updates (in this case for 2016) to the Exam will also
be announced since the need to update the CSOs in 2017 (for changes in 2016) will certainly be
impacted by the design of the next version of the Exam, targeted for launch in 17Q2.

Numerous reviews of the Exposure Draft are planned in advance of its planned release on
September 1%,

Lastly, the BOE and AICPA staff expressed their sincerest thank you to the Content Committee
and their subcommittees for their support of the future of the Exam and acknowledged the
significant additional workload that will be forthcoming as the Exams team works with each of
the subcommittees to build the inventory of items responsive to the Exam’s revised blueprint skills.

Susan Josephson, Associate Director - Communications, Advertising & Brand Management,
provided the BOE with an update on AICPA communications and other initiatives supporting the AICPA
and CPA brands. New initiatives include “CPA — Powered by People”, various diversity and inclusion
efforts, and an increased focus on young CPAs, talent development, and CPA engagement.
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Joanne Fiore Vice President — Professional Media, Pathways, and Inclusion provided the BOE with
an update on various AICPA initiatives currently underway across the entire CPA pipeline, from high
school to Examination candidates. Joanne’s team has increased their focus on high-school teachers
providing themn with various resources. Accounting pames and contests are offered to high-school
students, creating increased engagement and interest in the CPA., The Start Here Go Places website
supports those initiatives.

The website www.ThisWayToCPA .com addresses the needs of college students. Joanne’s group is also
promoting accounting PhDs and leading various diversity and inclusion initiatives. Joanne’s group is
working with Review Course Providers to support candidates and their AICPA membership and is
working with Beta Alpha Psi to put CPA ambassadors on college campuses. Lastly, with the Bright
Lights initiative, the AICPA will identify the universities graduating large numbers of accounting majors
that become CPA candidates and work to promote those same practices with other universities.

Chris Bumcrot, Partner, Applied Research and Consulting, presented his findings from the research
conducted on the CPA candidate pipeline. Following both qualitative and quantitative studies, from high
school to college to the workplace, the strongest forces determining whether candidates move forward
through the pipeline toward CPA licensure are environmental and experiential,

+ College environments and experiences are powerful determinants of whether an accounting major
graduates wants to be a CPA. In particular, the presence of accounting firm recruiters on campus
and a college CPA culture (¢.g., the availability of 150 hour and/or combined degree programs,
access to Beta Alpha Psi chapters) are significant drivers.

*  Workplace environment and culture are the dominant factors in determining whether an
accounting graduate sits for the CPA exam. Encouragement within the workplace is a significant
driver. Incentives and, to an even greater extent, requirements to have a CPA, are even stronger
drivers. These factors are widely present within public accounting firms but mostly absent in other
workplaces.

+  While the study was not designed to compare accounting majors to students in other fields, the
research findings strongly suggest that family involvement in accounting and high school
environmental factors are strong predictors of whether a student becomes an accounting major in
college.

Rich Gallagher, Director of Content, and Joe Maslott, Senior Technical Manager provided the BOE
with an update on the Practice Analysis and the next version of the Exam. AICPA staff presented the
latest draft blueprints for the next version of the Exam, which includes an increase in assessment of higher
order skills, additional TBSs distributed throughout the Exam, including in the BEC section, the
constructed response items remaining in BEC, and a three-dimensional test blueprint that outlines the
content and skills for each of the sections.

The current Exam predominately assesses the remember and understand and application levels of Bloom’s
taxonomy while the next version of the Exam will shift into the analysis level (for all sections) and the
evaluation level (for Audit only). This will alter the scoring distribution of MCQs and TBSs from 60/40%
to potentially 50/50 respectively.
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Due to the additional TBSs in BEC and REG it is suggested that BEC and REG be extended to 4 hours
each, making the total exam time 16 hours for 4 sections. Naturally, the price will increase in 2017 due
to the extended seat time. The price is also expected to increase in 2018 due to AICPA increased costs
related to item development, building the new driver and Excel as well as NASBA cost increases.

At this point, the greatest risk to the success of the project is the risk of building and scoring the new
version of the exam in time for the launch.

Microsoft Excel will be provided as a tool to candidates in 2018.

Noel Albertson, Director of Project and Technology Delivery, reported that the NextGen project
continues on budget and on schedule in the development of a state-of-the-art, web-based test delivery
driver, item authoring environment and changes to support the next version of the CPA Exam, Software
releases are scheduled for:
» 2016: Deployment of the new driver and support for a DRS (Document Review item type). The
candidate will experience a small change in the non-content portion of the interface.
e 2017: Support for the next version of the CPA Exam
» 2(18: A modernized candidate experience on a large monitor, a web-based authoring environment
and an item bank converted to new-style, portable, web-based content

The AICPA has embraced AGILE software development and LEAN methodologies and are now looking
to implement that thinking throughout the Examinations’ Team and the larger AICPA in select areas.

BOE Sponsor and BOE Oversight Group Reports
The BOE received updates from the Financial Oversight Group (FOG) and Volunteer Recruiting.

Paul Schields, Senior Finance Manager, presented an overview of the budget in the FOG Report.
The Group reviewed budgeting for the technology and Practice Analysis projects, all of which fall
within the scope of the domestic contract.

The BOE also discussed the impact that flat volumes, increased test development and software
development costs, and the necessary increased price of the next version of the Exam would have
on the budget through 2024, The AICPA’s consolidated budget was approved at the AICPA
Council the prior week. The Examinations’ Team is hiring and our headcount is down
approximately 10% from last year.

Another strong year for Volunteer Recruiting is underway as the AICPA is working closely with
NASBA on the BOE and other appointments, Fortunately, outgoing Content subcommittee
members often recommend their colleagues with the right skillsets from the profession, which
makes recruiting that much easier.
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Strategic Plan and Operational Update
Michael Decker, Vice President of Examinations, and John Mattar, Director of Psychometrics
provided an update and led the BOE on a discussion of a few key items including:

» The significant work required to change the scoring in support of the next version of the Exam and
the development of a new cut score, including the new test blueprints, enhanced skills assessment,
new item types, changing item distributions, TBSs in the BEC section, multi-dimensionality etc.

» Candidate behavior regarding retesting and eligibilities expiring near the 18-month window

* Research continues into electronic short essay and longer essay scoring

*  What will the Exam need to look like beyond 20187

»  What is the future of licensure and what external impacts exist to the Exam?

o China: There is interest and support for the U.S. CPA Exam across China. How do we administer
the Exam securely in China?

Onita Porter of the Examination Review Board (ERB), the auditor of the Exam on behalf of the state
boards of accountancy, reported that the ERBs Exams audit process went quite smoothly based on very
helpful cooperation and support of Exam team, management letter had been issued to the three parties
(NASBA, AICPA and Prometric) and plans for the current year audit cycle are already underway,
including a planned joint meeting with the Exam’s team and AICPAs JARC group.



Executive Summary of the Recommended Revisions to the CPE Standards by
the Joint AICPA/NASBA CPE Standards Committee:

The Statement on Standards for Continuing Professional Education (CPE) Programs ($Standards) is published
jointly by the American Institute of Certified Public Accountants (AICPA) and the National Association of
State Boards of Accountancy (NASBA) to provide a framework for the development, presentation,
measugement, and reporting of CPE programs. The Standards were last revised in 2012.

The Standards are petiodically teviewed in their entitety by the CPE Standards Working Group (Working
Group). The Working Group is comptised of 13 members representing various stakeholders in the CPE arena
including state boards of accountancy, state societies, educators, CPE providers and the AICPA. If the Working
Group determines that tevisions or modifications ate required, then the Working Group will make its
recommendation to NASBA’s CPE Committee, which in turn makes its recommendation to a Joint Committee
on CPE Standards made up of representatives from the AICPA and NASBA.

The Working Group made its recommended changes to the Standards. NASBA’s CPE Comunittee reviewed
the recommendation and approved the recommendation with a minor revision at its January 2015 meeting,

In February 2015, the Joint Committee of CPE Standards reviewed and finalized its recommendation of
changes to the Stumdards and tequest approval of its recommendation for exposure draft from the respective
AICPA and NASBA Boatds of Directors at their April 2015 meetings.

Overall:

The most significant changes to the Standards are the recommendations to add two new delivery methods for
continuing professional education programs: nano-learning and blended learning. The recommended changes
are summatized as follows:

Introduction:
Clarifications -

¢ Removed history of 2012 revisions to the Standards and clarified the revision process.

Definitions:
Clarifications -
® Revised definitions for group live and group internet based programs to focus the definitions from
how the program is delivered by the instructor to how the program is being received by the
participants,
*  Minor revisions/adjustments to definitions of other terms.
Additions —
¢ Definitions added for the following terms: asynchronous, blended learning program, nano-learning
program, pre-program assessment, qualified assessment, social learning, synchronous, and tutorial.

General Guidelines for CPAs:
Clarificatons - ;

e  Minor revisions and modifications to conform references to other sections of the Standards,



Standards for CPE Program Sponsors:

Program Development:

Clarifications -

Minor revisions and modifications to conform references to other sections of the Standards.

Clarified the license requitement of CPA whose involvement is required in the development of every
accounting and auditing course. Similar clarification of CPA, tax attorney or enrolled agent who is
required in the development of courses if in the field of taxes.

Clarifications of the requirements for both group live and group internet based courses once the
program has been recorded for future presentation,

Clarification for self-study programs that permit the qualified assessment to occut during ot at the
conclusion of the program. )

Clarification that simulations and other innovative tools that guide the participants through
structured decisions can be used in lieu of review questions for self-study programs.

Additions —

Added the responsibilities of the CPE provider if the course content is purchased from another
entity rather than developed in-house.

Standard added for the development of group live programs—delivery method not separately
identified in the 2012 Standards. The Standard requires that group live programs must include an
element of participant engagement per CPE credit within the program.

Included the requirement that the qualified assessment for a self-study program must measure a
representative number of learning objectives for the program and defined a representative number.
Added parameters to be used when a pre-program assessment is used in a self-study program.
Standard added for the development of nano-learning programs, including details on the qualified
assessment requirements and program re-takes for participants.

Standard added for the development of blended leatning programs, inchading guidelines on the
composition of the programs.

Progtam Presentation;

Clarifications -

Minor revisions and modificatons to conform references to other sections of the Standardr.

Program Measurement;

Clarifications -

Clarified the portions of programs that should be eligible towards credit amounts (e.g., excludes
breaks, housekeeping items, etc.).

Provided guidance to allocate CPE credits when multiple fields of study are used in a learning
program.

Clarified that a participant’s self-certification of attendance at a group program alone is not sufficient.
The CPE provider must employ additdonal attendance monitoring procedures.

Clarified that pre-program assessments in self-study programs may not be included in the
determination of the CPE credit awarded for the program.

Paragraph 517-07 clarifies the application of the word count formula for a self-study program when
the program constitutes a video.



Additions —
* Included the measurement of one-fifth (0.20 credit) credit for nano-learning and for group programs
after the first credit has been earned.
® Standard added for the measurement of nano-learning programs.
* Standard added for the measurement of blended learning programs.
*  Paragraph §20-03 added to permit CPE credit to be awarded to technical reviewers of CPE programs
for the actual review time up to the actual number of CPE credits for the progam.

Program Reporting:
Additions -

®  DParagraph 523-02 added to ease administrative burden of issuing certificates of completion for CPE
providers that offer simultaneous delivery of a group live and group internet based program.

* Added a requirement for CPE providers to maintain the license information and status of CPA, tax
attorney and/or enrolled agent used in the development of accounting, auditing and tax programs.
The program descriptive materials (course announcement information) must also be maintained.
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Introduction

Continuing professional education is required for CPAs to maintain their professional competence and
provide quality professional services. CPAs are responsible for complying with all applicable CPE
requirements, rules and regulations of state boards of accountancy, as well as those of membership
associations and other professional organizations.

The Statement on Standards for Continuing Professional Education (CPE) Programs (Standards) is
published jointly by the American Institute of Certified Public Accountants (AICPA) and the National
Association of State Boards of Accountancy (NASBA) to provide a framework for the development,
presentation, measurement, and reporting of CPE programs. The Standards were last revised in 2012,

The Standards are periodically reviewed in their entirety by the CPE Standards Working Group {Working
Group). The Working Group is comprised of 13 members representing the various stakeholders in the CPE
arena, including state boards of accountancy, state societies, educators, CPE providers, and the AICPA.
If the Working Group determines that revisions or modifications are required, then the Working Group will
make its recommendations to NASBA's CPE Committes (CPE Committee), which in tum makes
recommendations to the Joint AICPA/NASBA CPE Standards Committee (Joint Committee). The Joint
Committee will then make its recommendation to the respective AICPA and NASBA Boards of Directors.
Any revisions or modifications to the Standards will be posted to the AICPA and NASBA websites for
comment.

The Standards are intended to be an “evergreen” document. As questions arise related to implementation
and application of the Standards, the questions will be presented to the Working Group. The Working
Group meets quarterly and scheduled meeting dates are posted on the NASBA website,
LearningMarket.org. NASBA will communicate the findings of the Working Group to the specific CPE
program sponsor. Authoritative interpretations will only be issued by the CPE Committee in limited cases
when the matter is not addressed in the Standards, cannot be addressed specifically with the CPE program
sponsor, or cannot be addressed in the Best Practices web pages. All interpretations issued by the CPE
Committee will be reviewed and considered by the Joint Committee upon the next revision of the Standards.



Preamble

01. The right to use the title "Certified Public Accountant” (CPA) is regulated by each state's board of
accountancy in the public interest and imposes a duty to maintain pubiic confidence and current knowledge,
skills, and abilities in all areas in which they provide services. CPAs must accept and fulfill their ethical
responsibilities to the public and the profession regardless of their fields of employment.!

02. The profession of accountancy is characterized by an explosion of relevant knowledge, ongoing
changes and expansion, and increasing complexity. Advancing technology, globalization of commerce,
increasing specialization, proliferating regulations, and the complex nature of business transactions have
created a dynamic environment that requires CPAs to continuously maintain and enhance their knowledge,
skills, and abilities.

03. The continuing development of professional competence involves a program of lifelong educationai
activities. Continuing Professional Education {CPE) is the term used in these Standards to describe the
educational activities that assist CPAs in achieving and maintaining quality in professional services.

04. The following Standards have been broadly stated in recognition of the diversity of practice and
experience among CPAs. They establish a framework for the development, presentation, measurement,
and reporting of CPE programs and thereby help to ensure that CPAs receive the quality CPE necessary
to satisfy their obligations to serve the public interest. These Standards may also apply to other
professionals by virtue of employment or membership. State boards of accountancy have final authority on
the acceptance of individual courses for CPE credit.

05. Advances in technology, delivery and workplace arrangements may lead to innovative learning
techniques. Leaming theory is evolving to include more emphasis on outcome based leaming. These
Standards anticipate innovation in CPE in response to these advances, Sponsors must ensure innovative
learning techniques are in compliance with the Standards. CPE program sponsors are encouraged to
consult with NASBA regarding questions related to compliance with the Standards when utilizing innovative
techniques.

06. These Standards create a basic foundation for sound educational programs. Sponsors may wish
to provide enhanced educational and evaluative techniques to all programs.

! The term "CPAs” is used in these Standards to identify all persons who are licensed and/or regulated by boards of accountancy.



Article | - Definitions

Advanced. Program knowledge ievel most useful for individuals with mastery of the particular topic. This
level focuses on the development of in-depth knowledge, a variety of skills, or a broader range of
applications.  Advanced level programs are often appropriate for seasoned professionals within
organizations; however, they may also be beneficial for other professionals with specialized knowledge in
a subject area.

Asynchronous. A learning activity in which the participant has control over time, place and/or pace of
learning.

Basic. Program knowledge level most beneficial to CPAsdnew_to a skill or an attribute. These individuais
are often at the staff or entry level in organizations, although such programs may also benefit a seasoned
professional with limited exposure to the area.

Blended learning program. An educational program incorporating multiple learning formats.

Continuing Professional Education (CPE). An integral part of the lifelong learning required to provide
competent service to the public. The set of activities that enables CPAs to maintain and improve their
professicnal competence.

CPE credit hour. Fifty minutes of participation in a program of learning.

CPE program sponsor. The individual or organization responsible for issuing the certificate of completion,
and maintaining the documentation required by these Standards. The term CPE program sponsor may
include associations of CPAs, whether formal or informal, as well as employers who offer in-house
programs.

Evaluative feedback. Specific response to incorrect answers to questions in self-study programs.

Group internet based program. Synchronous learning on an individual basis with real time interaction of
an instructor or subject matter expert and built-in processes for attendance and interactivity,

Group live program. Synchronous learning in a group environment with real time interaction of an
instructor or subject matter expert that provides the required elements of attendance monitoring and
engagement,

Group program. Any group live or group internet based programs.

Independent study. An educational process designed to permit a participant to learn a given subject under
a learning contract with a CPE program sponsor.

Instructional methods. Delivery strategies such as case studies, computer-assisted learning, lectures,
group participation, programmed instruction, use of audiovisual aids, or work groups employed in group,
self-study, or independent study programs or other innovative programs.

Intermediate. Program knowledge level that builds on a basic program, most appropriate for CPAs with
detailed knowledge in an area. Such persons are often at a mid-level within the organization, with
operational and/or supervisory responsibilities.

Learning activity. An educational endeavor that maintains or improves professional competence.

Learning contract. A written contract signed by an independent study participant and a qualified CPE
pregram sponsor prior to the commencement of the independent study.



Learning objectives. Specifications on what participants should accomplish in a learning activity.
Learning objectives are usefu! to program developers in deciding appropriate instructional methods and
allocating time to various subjects.

Nano-learning program. A tutorial program designed to permit a participant to learn a given subject in a
ten-minute timeframe through the use of efectronic media (including technology applications and processes
and computer-based or web-based technology) and without interaction with a real time instructor.

Overview. Program knowledge leve! that provides a general review of a subject area from a broad
perspective. These programs may be appropriate for professionals at all organizational levels,

Pilot test. A method to determine the recommended GPE credit for self study programs which involves
sampling of at least three individuals independent of the development team and representative of the
intended participants to measure the representative completion time.

Pre-program assessment. Assessment that is given befors the participant has access to the course
content of the program.

Professional competence. Having requisite knowledge, skills, and abilities to provide guality services as
defined by the technical and ethical standards of the profession. The expertise needed to undertake
professional responsibilities and to serve the public interest.

Program of learning. A collection of learning activities that are designed and intended as continuing
education and that comply with these Standards.

Qualified Assessment. Method of measuring the achievement of a representative number of the learning
objectives of the lsarning activity.

Reinforcement feedback. Specific responses to correct answers to questions in self-study programs.

Self study program. An educationai program completed individually without the assistance or interaction
of a real time instructor.

Social learning. Learning from one’s peers in a community of practice through observation, medeling and
application.

Synchronous. Participants engage in learning activity(ies) at the same time.

Tutorial. A tutorial is a method of transferring knowledge that is more interactive and specific than a book,
lecture or article. A tutorial seeks to teach by example and supply the information to complete a certain
task.

Word count formula. A method, detailed under S17-05 Method 2, to determine the recommended CPE
credit for self study programs that uses a formula including word count of learning material, number of
guestions and exercises, and duration of audio and video segments.

Update. Program knowledge level that provides a general review of new developments. This level is for
participants with a background in the subject area who desire to keep current.



Article Il - General Guidelines for CPAs

2.01  Professional Competence. All CPAs should participate in learning activities that maintain and/or
improve their professional competence, 2

Selection of learning activities should be a thoughtful, reflective process addressing the individual CPA's
current and future professional plans, current knowledge and skills level, and desired or needed additional
competence to meet future opportunities and/or professional responsibilities.

CPAs fields of employment do not limit the need for CPE. CPAs performing professional services need to
have a broad range of knowledge, skills, and abilities. Thus, the concept of professional competence may
be interpreted broadly. Accordingly, acceptable continuing education encompasses programs contributing
to the development and maintenance of professional skills.

The fields of study as published on NASBA's website, www.learningmarket.org, represent the primary
knowledge and skill areas needed by CPAs to perform professional services in all fields of employment.

To help guide their professional development, CPAs may find it useful to develop a learning plan. Learning
plans are structured processes that help CPAs guide their professional development. They are dynamic
instruments used to evaluate and document learning and professional competence development. They may
be reviewed regularly and modified as CPAs' professional competence needs change. Plans include: a
self-assessment of the gap between current and needed knowiedge, skills, and abilities: a set of learning
objectives arising from this assessment; and learning activities to be undertaken to fulfili the learning plan.

2.02 CPE Compliance. CPAs must comply with all applicable CPE requirements.

CPAs are responsible for compliance with all applicable CPE requirements, rules, and regulations of state
licensing bodies, other governmental entities, membership associations, and other professional
organizations or bodies. CPAs should contact each appropriate entity to which they report to determine its
specific requirements or any exceptions it may have to the standards presented herein.

Pericdically, CPAs participate in learning activities which do not comply with all applicable CPE
requirements, for example specialized industry programs offered through industry sponsors. If CPAs
propose to claim credit for such learning activities, they must retain all relevant information regarding the
program to provide documentation to state licensing bodies and/or all other professional organizations or
bodies that the learning activity is equivalent to one which meets all these standards.

2,03 CPE Credits Record Documentation. CPAs are responsible for accurate reporting of the
appropriate number of CPE credits earned and must retain appropriate documentation of their participation
in learning activities.

To protect the public interest, regulators require CPAs to document maintenance and enhancement of
professional competence through periodic reporting of CPE. For convenience, measurement is expressed
in CPE credits. However, the objective of CPE must always be maintenance/enhancement of professional
competence, not attainment of credits, Compliance with regulatory and other requirements mandates that
CPAs keep documentation of their participation in activities designed to maintain and/or improve
professional competence. In the absence of legal or other requirements, a reasonable policy is to retain
documentation for a minimum of five years from the end of the year in which the learning activities were
completed.

? The terms “should” and “must” are intended to convey specific meanings within the context of this Joint AICPA/NASBA Statement
on Standards for Continuing Professional Education Programs. The term "must’ Is used in the Standards applying to CPAs and CPE
program sponsars to convey that CPAs and CPE program sponsors are not permitted any departure from thase specific Standards.
The term "should" is used in the Standards applying to both CPAs and CPE program sponsors and is intended to convey that CPAs
and CPE program sponsars are encouraged to follow such Standards as written.

3



Participants must document their claims of CPE credit. Examples of acceptable evidence of completion

include:

¢ Forgroup, blended learning and independent study programs, a certificate or other verification supplied
by the CPE program sponsor.

» For self-study and nano-learning programs, a certificate supplied by the CPE program sponsor after
satisfactory completion of a qualified assessment.

* Forinstruction credit, appropriate supporting documentation that complies with the requirements of the
respective state boards subject to the guidelines in Standard No. 20 in Standards for CPE Program
Measurement.

+ For a university or college course that is successfully completed for credit, a record or transcript of the
grade the participant received.

» For university or college non-credit courses, a certificate of attendance issued by a representative of
the university or college.

+ For published articles, books, or CPE programs, (1) a copy of the publication (or in the case of a CPE
program, course development documentation) that names the CPA as author or contributor, (2) a
statement from the writer supporting the number of CPE hours claimed, and (3) the name and contact
information of the independent reviewer(s) or publisher.

2.04 Reporting CPE Credits. CPAs who compiete sponsored learning activities that maintain or
improve their professional competence must claim no more than the CPE credits recommended by CPE
program sponsors subject to the state board regulations.

CPAs may participate in a variety of sponsored learning activities. While CPE program sponsors determine
credits, CPAs must claim credit only for activities through which they maintained or improved their
professional competence. CPAs who participate in only part of a program must claim CPE credit only for
the portion they attended or completed.

2.05 Independent Study. CPAs may engage in independent study under the direction of a CPE
program sponsor who has met the applicable standards for CPE program sponsors when the subject matter
and level of study maintain or improve their professional competence.

Independent study is an educational process designed to permit a participant to learn a given subject under
the guidance of a CPE program sponsor. Participants in an independent study program must;
* Enter into a written learning contract with a CPE program spensor that must comply with the applicable
standards for CPE program sponsors. A learning contract:
1. Specifies the nature of the independent study program and the time frame over which it is to be
completed, not to exceed 15 weeks.
2. Specifies that the output must be in the form of a written report that will be reviewed by the CPE
program sponsor or a qualified person selected by the CPE program SPONSor.
3. Outlines the maximum CPE credit that will be awarded for the independent study program, but limits
credit to actual time spent.

* Accept the written recommendation of the CPE program sponscr as to the number of credits to be
earned upon successful compietion of the proposed iearning activities. CPE credits will be awarded
only if;

All the requirements of the independent study as outlined in the learning contract are met,

The CPE program sponsor reviews and signs the participant's report,

The CPE program sponsoer reports to the participant the actual credits earned, and

The CPE program sponsor provides the participant with contact information.

PN

The maximum credits to be recommended by an independent study CPE program sponsor must
be agreed upon in advance and must be equated to the effort expended to improve professional
competence. The credits cannot exceed the time devoted to the leaming activities and may be less
than the actual time involved.



The participation of at least one licensed CPA {in good standing and holding an active license or its
equivalent) is required In the development of every program in accounting and auditing. The
participation of at least one licensed CPA, tax attorney, or IRS enrolled agent (in good standing and
holding an active license or its equivalent) is required in the development of each program in the
field of study of taxes. As fong as this requirement is met at some point during the development
process, a program would be in compliance. Whether to have this individual involved during the
development or the review process is at the CPE program sponsor's discretion.

$6 - 1. Quaiifications of reviewers. Individuals or teams qualified in the subject matter must review
programs. When it is impractical to review certain programs in advance, such as lectures given only once,
greater reliance should be placed on the recognized professional competence of the instructors or
presenters. Using independent reviewing organizations familiar with these Standards may enhance quality
assurance.

85 - 02, Review responsibilities if content purchased from another entity. CPE program sponsors
may purchase course content from other entities and developers. The organization that issues the
certificate of completion under its name to the participants of the program is responsible for compliance
with all Standards and other CPE requirements.

If a CPE program spansor plans to issue certificates of completion under its name, then the CPE program
sponsor must first consider whether the content was purchased from an entity registered with NASBA on
the National Registry of CPE Sponsors.

» Ifthe content is purchased from a sponsor registered with NASBA on the National Registry of CPE
Sponsors, then the CPE program sponsor may maintain the author/developer and reviewer
documentation from that sponsor in order to satisfy the content development requirements of the
Standards. The documentation should be maintained as prescribed in Standard No. 24.

» If the content is purchased from an entity not registered with NASBA on the National Registry of
CPE Sponsors, then the CPE program sponsor must independently review the purchased content
to ensure compliance with the Standards. [f the CPE program sponsor does not have the subject
matter expertise on staff, then the CPE program sponsor must contract with a qualified individuai
to conduct the review. The CPE program sponsor must maintain the appropriate documentation
regarding the credentials and experience of both the course author/developer(s) and reviewer(s)
as prescribed in Standard No. 24.

Standard No. 6. CPE program sponsors of independent study learning activities must be gualified
in the subject matter.

56 - 01.Requirements of independent study sponsor. A CPE program sponsor of independent study

learning activities must have expertise in the specific subject area related to the independent study. The

CPE program sponsor must also:

* Review, evaluate, approve, and sign the proposed independent study learning contract, including
agreeing in advance on the number of credits to be recommended upon successful completion.

» Review and sign the written report developed by the participant in independent study.

» Retain the necessary documentation to satisfy reguiatory requirements as to the content, inputs, and
outcomes of the independent study.

Standard No. 7. Group live programs must employ instructional methods that clearly define
learning objectives, guide the participant through a program of learning and include elements of
engagement within the program,

57 - 01. Required elements of engagement. Each credit of CPE in a group live pregram must include
at least one element of engagement related to course content (for example: group discussion; polling
questions; instructor-posed question with time for participant reflection; and/or use of a case study with
different engagement elements throughout the program).

6



57 - 02. Real time instructor during program presentation. Group live programs must have a real time
instructor while the program is being presented. Program participants must be able to interact with the real
time instructor while the course is in progress (including the opportunity to ask questions and receive
answers during the presentation). Once a group live program is recorded for future presentation, it will
continue to be considered a group live program only where a real time subject matter expert facilitates the
recorded presentation. CPE credit for a recorded group live program facilitated by a real time subject matter
expert will be equal to the CPE credit awarded to the original presentation.

§7-03. No real time instructor during recorded program presentation. A group live program that is
recorded for future presentation that does not include a real time subject matter facilitator is no longer a
group live program and will only be classified as a self study program if it meets all self study delivery
method requirements with the exception of the basis for CPE credit. CPE credit for a recorded group live
program not facilitated by a real time subject matter expert wiil be equal to the CPE credit awarded to the
original presentation or it may be determined by either of the two self study credit determination
methodologies described in Standard No. 17: pilot testing or the prescribed word count formula, at the
sponsor's discretion.

Standard No. 8. Group Internet based programs must employ instructional methods that clearly
define learning objectives, guide the participant through a program of learning, and provide
evidence of a participant’s satisfactory completion of the program.

58 - 01. Real time instructor during program presentation. Group Internet based programs must have
a real time instructor while the program is being presented. Program participants must be able to interact
with the real time instructor while the course is in progress (including the opportunity to ask questions and
receive answers during the presentation). Once a group Internet based program is recorded for future
presentation, it will continue to be considered a group Internet based program only where a real time subject
matter expert facilitates the recorded presentation. . CPE credit for a recorded group Internet based
program, facilitated by a real time subject matter expert, will be equal to the CPE credit awarded to the
original presentation.

58 — 02. No real time instructor during recorded program presentation. A group Internet based
program that is recorded for future presentation that does not include a real time subject matter facilitator
is no longer a group Internet based program and will only be classified as a self study program if it meets
all self study delivery method requirements with the exception of the basis for CPE credit. GPE credit for a
recorded group Internet based program not facilitated by a real time subject matter expert will be equal o
the CPE credit awarded to the original presentation or it may be determined by either of the two self study
credit determination methodologies described in Standard No. 17: pilot testing or the prescribed word count
formula, at the sponsor’s discretion,

Standard No. 9. Self study programs must use instructional methods that clearly define learning
objectives, guide the participant through a program of learning, and provide evidence of a
participant’s satisfactory completion of the program.

59 - 01. Guide participant through a program of learning. To guide participants through a program of
learning, CPE program sponsors of self-study programs must elicit participant responses to test for
understanding of the material. Appropriate feedback must be provided. Satisfactory completion of the
program must be confirmed during or after the program through a qualified assessment.

$9 - 02. Use of review questions or other content reinforcement tools. Review questions must be
placed at the end of each learning activity throughout the program in sufficient intervals to allow the
participant the opportunity to evaluate the material that needs to be re-studied. If cbjective type questions
are used, at least three review questions per CPE credit must be included or two review guestions if the
program is marketed for one-haif CPE credits. Simulations and other innovative tools that guide participants
through structured decisions can be used in lieu of review questions.



59 - 03. Evaluative and reinforcement feedback on review questions. If the multiple choice method
is used, evaluative feedback for each incorrect response must explain specifically why each response is
wrong and reinforcement feedback must be provided for correct responses. If rank order or matching
questions are used, then it is permissible to provide single feedback to explain the correct response.
Simulations and other innovative tools that guide participants through structured decisions could provide
feedback at irregular intervais or at the end of the learning experience. In those situations, single feedback
would be permissible. True/false questions or other review questions that do not meet the evaiuative and
reinforcement feedback requirements are allowed as review questions but are not included in the number
of review questions required per CPE credit. Forced choice guestions, when used as part of an overall
learning strategy, are allowed as review questions and can be counted in the number of review questions
required per CPE credit. There is no minimum passing rate required for review questions.

89 - 04. Qualified assessment requirements, To provide evidence of satisfactory completion of the
course, CPE program sponsors of self-study programs must require participants to successfully complete
a qualified assessment during or after the program with a cumulative minimum-passing grade of at least 70
percent before issuing CPE credit for the course. Assessments may contain questions of varying format
(for example, multiple-choice, essay, and simulations). At least five questions/scored responses per CPE
credit must be included on the qualified assessment or three assessment guestions/scored responses if
the program is marketed for one-half CPE credits. For example, the qualified assessment for a five-credit
course must include at least 25 questions/scored responses. Alternatively, a five and one-half credit course
must include at least 28 questions/scored responses. Except in courses where recall of information is the
learning strategy, duplicate review and qualified assessment questions are not allowed. Trueffalse
questions are not permissible on the qualified assessment.

If a pre-program assessment is used in the course, then the pre-program assessment cannot be included
in the determination of the recommended CPE credits for the course. If a pre-program assessment is used
and feedback is provided, then duplicate pre-program assessment and qualified assessment questions are
not permitted. if a pre-program assessment is used and feedback is not provided, then duplicate pre-
program assessment and qualified assessment questions are permissible. Feedback may comply with the
feedback for review questions as described in $9-03, or take the form of identifying correct and incorrect
answers.

A qualified assessment must measure a representative number of the learning objectives for the program.
A representative number of the learning objectives is 75 percent or more of the learning objectives for the
program. The representative number of the learning objectives can be less than 75 percent of the learning
objectives for the program only if a randomized question generator is used and the test bank used in the
creation of the assessment includes at least 75 percent of the learning objectives for the program.
Assessment items must be written to test the stated leaming objectives of the course.

§9 - 05. Feedback on qualified assessment. Providing feedback on the qualified assessment is at the
discretion of the CPE program sponsor. If the CPE program sponsor chooses to provide feedback and:

Utilizes a test bank, then the CPE program sponsor must ensure that the question test bank is of sufficient
size to minimize overlap of questions on the qualified assessment for the typical repeat test-taker.
Feedback may comply with the feedback for review questions as described in §9 — 03, or take the form of
identifying correct and incorrect answers.

Does not utilize a test bank, whether or not feedback can be given depends on whether the participant
passes the qualified assessment, then:

* onafailed assessment, the CPE program sponsor may not provide feedback to the test-
taker,

* on assessments passed successfully, CPE program sponsors may choose to provide
participants with feedback. This feedback may comply with the type of feedhack for
review questions as described in $9-03, or take the form of identifying correct and
incorrect answers.



39 - 06. Programi/course expiration date. Course documentation must include an expiration date (the
time by which the participant must complete the qualified assessment). For individual courses, the
expiration date is no longer than one year from the date of purchase or enrollment. For a series of courses
to achieve an integrated learning plan, the expiration date may be longer,

39 — 07. Based on materials developed for instructional use. Self study programs must be based on
materiais specifically developed for instructiona! use and not on third party materials. Self study programs
requiring only the reading of general professional literature, IRS publications, or reference manuals followed
by a test will not be acceptable. However, the use of the publications and reference materials in self-study
programs as supplements to the instructional materials could qualify if the self study program complies with
each of the CPE standards.

Instructional materials for self study include teaching materials which are written for instructional
educational purposes. These materials must demonstrate the expertise of the author(s). At a minimum,
instructional materials must include the following items:
1. An overview of topics:
2. The ability to find information quickly (for example, an index, a detailed menu or key word search
function);
3. The definition of key terms (for example, a glossary or a search function that takes a participant to
the definition of a key word);
4. Instructions to participants regarding navigation through the course, course components, and
course completion;
5. Review questions with feedback; and
6. Qualified assessment.

Standard No. 10. Nano-learning programs must use instructional methods that clearly define a
minimum of one learning objective, guide the participant through a program of learning and provide
evidence of a participant’s satisfactory completion of the program. Satisfactory completion of the
program must be confirmed at the conclusion of the program through a qualified assessment.

510 — 01. Qualified assessment requirements. To provide evidence of satisfactory completion of the
course, CPE program sponsors of nano-learning programs must require participants to successfully
complete a qualified assessment with a passing grade of 100 percent before issuing CPE credit for the
course. Assessments may contain questions of varying format (for example, muitiple choice, rank order,
and matching). Only two questions must be included on the gualified assessment. True/false questions
are not permissible on the qualified assessment. If the participant fails the gualified assessment, then the
participant must re-take the nano-learning program. The number of re-takes permitted a participant is at
the sponsor's discretion.

310 - 02. Feedback on qualified assessment. Providing feedback on the qualified assessment is at the
discretion of the CPE program sponsor. If the CPE program sponsor chooses to provide feedback and:

Utilizes a test bank, then the CPE program sponsor must ensure that the question test bank is of sufficient
size for no overlap of questions on the qualified assessment for the typical repeat test-taker. If the multipie
choice method is used, evaluative feedback for each incorrect response must explain specifically why each
response is wrong and reinforcement feedback must be provided for correct responses. If rank order or
matching questions are used, then it is permissible to provide single feedback to explain the correct
response. Feedback may also take the form of identifying correct and incorrect answers.

Does not utilize a test bank, whether or not feedback can be given depends on whether the participant
passes the qualified assessment, then;
* on afailed assessment, the CPE program sponsor may not provide feedback to the test-taker.
* onassessments passed successfully, CPE program sponsors may choose to provide participants
with feedback. This feedback may comply with the type of feedback described in the preceding
paragraph or take the form of identifying correct and incorrect answers.



$10-03. Program/course expiration date. Course documentation must include an expiration date. The
expiration date is no longer than one year from the date of purchase or enrollment.

510~ 04. Based on materials developed for instructional use. Nane-learning programs must be based
on materials specifically developed for instructional use and not on third party materiais. Nano-learning
programs requiring only the reading of general professional literature, IRS publications or reference
manuals followed by an assessment will not be acceptable.

Standard No. 11. Blended learning programs must use instructional methods that clearly define
learning cbjectives and guide the participant through a program of learning. Pre-program, post-
program and/or homework assignments should enhance the learning program experience and must
relate to the defined learning objectives of the program.

511 - 01. Guide participant through a program of learning. The blended learning program includes
different learning or instructional methods (for example, lectures, discussion, guided practice, reading,
games, case study, simulation); different delivery methods (group live, group Internet based, nano-learning
or self study), different scheduling (synchronous or asynchronous); or different levels of guidance (for
example, individual, instructor or subject matter expert led, or group/social learning). To guide participants
through the learning process, CPE program sponsors must provide clear instructions/information o
participants that summarize the different components of the program and what must be completed or
achieved during each component in order to qualify for CPE credits. The CPE program sponsor must
document the process/components of the course progression and completion of components by the
participants.

811 ~ 02. Primary component of blended learning program is a group program. If the primary
compenent of the blended learning program is a group program, then CPE credits for pre-program, post-
program and/or homework assignments cannot constitute more than 25 percent of the total CPE credits
available for the blended learning program.

811 - 03. Primary component of blended learning program is an asynchronous learning activity. If
the primary component of the blended leaming program is an asynchronous learning activity, then the group
program component of the blended learning program must incorporate a qualified assessment in which
participants demonstrate achievement of the learning objectives of the program.

511 - 04. Qualified assessment requirements. A qualified assessment must measure a representative
number of learning objectives for the program. A representative number of the learning objectives is 75
percent or more of the learning objectives for the program.

3.03 - Standards for CPE Program Presentation

Standard No. 12. CPE program sponsors must provide descriptive materials that enable CPAs to
assess the appropriateness of learning activities. For CPE program sponsors whose courses are
developed for sale and/or for external audiences (i.e., not internal training), CPE program sponsors
must make the following information availabie in advance:

Learning objectives.

Instructional delivery methods.

Recommended CPE credit and recommended field of study.

Prerequisites.

Program level.

Advance preparation.

Program description.

Course registration requirements.

Refund policy for courses sold for a fee/cancellation policy.

Complaint resolution policy.
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» Official NASBA sponsor statement, if an approved NASBA sponsor (explaining final authority of
acceptance of CPE credits).

For CPE program sponsors whose courses are purchased or developed for internal training only,
CPE program sponsors must make the following information available in advance:

* Learning objectives.

¢ Instructional delivery methods.

* Recommended CPE credit and recommended field of study.

* Prerequisites.

* Advance preparation.

* Program level {for optional internal courses only),

* Program description (for optional internal course only),

512 - 01. Disclose significant features of program in advance. For potential participants to effectively
plan their CPE, the program sponsor must disclose the significant features of the program in advance (e.q.,
through the use of brochures, website, electronic notices, invitations, direct mail, or other announcements).
When CPE programs are offered in conjunction with non-educational activities, or when several CPE
programs are offered concurrently, participants must receive an appropriate schedule of events indicating
those components that are recommended for CPE credit The CPE program sponsor's registration and
attendance policies and procedures must be formalized, published, and made available to participants and
include refund/cancellation policies as well as complaint resolution policies.

$12 - 02, Disclose advance preparation and/or prerequisites, CPE pregram sponsors must distribute
program materials in a timely manner and €ncourage participants to compiete any advance preparation
requirements. All programs must clearly identify prerequisite education, experience, and/or advance
preparation requirements, if any, in the descriptive materials. Prerequisites, if any, must be written in
precise language so that potential participants can readily ascertain whether they qualify for the program.

Standard No. 13. CPE program sponsors must ensure instructors are qualified with respect to both
program content and instructional methods used.

513 - 01. Qualifications of instructors. Instructors are key ingredients in the learning process for any
group or blended learning program. Therefore, it is imperative that CPE program sponsors exercise great
care in selecting qualified instructors for all group or blended learning programs. Qualified instructors are
those who are capable, through training, education, or experience of communicating effectively and
providing an environment conducive to learning. They must be competent and current in the subject matter,
skilled in the use of the appropriate instructional methods and technology, and prepared in advance.,

S$13 - 02. Evaluation of instructor’s performance. CPE program sponsors should evaluate the
instructor’s performance at the conclusion of each program to determine the instructor's suitability to serve
in the future. |

Standard No. 14. CPE program Sponsors must employ an effective means for evaluating learning
activity quality with respect to content and presentation, as well as provide a mechanism for
participants to assess whether learning objectives were met.

$14 - 01. Required elements of evaluation. The objectives of evaluation are to assess participant and
instructor satisfaction with specific programs and to increase subsequent program effectiveness.
Evaluations, whether written or electronic, must be solicited from participants and instructors for each
program session, including self study and nano-learning programs, to determine, among other things,
whether:
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Stated learning objectives were met,

Stated prerequisite requirements were appropriate and sufficient.

Program materials were relevant and contributed to the achievement of the learning abjectives.

Time allotted to the learning activity was appropriate.

Individual instructors were effective. (Note: This topic does not need to be included in evaluations for
self study and nano-learning programs.)

$14 - 02. Evaluation results. CPE program sponsors must periodically review evaluation results to assess
program effectiveness and should inform developers and instructors of evaluation results.

Standard No. 15. CPE program sponsors must ensure instructional methods employed are
appropriate for the learning activities.

815 - 01. Assess instructional method in context of program presentation. CPE program sponsors
must assess the instructional methods employed for the learning activities to determine if the delivery is
appropriate and effective.

$15-02. Facilities and technology appropriateness. Learning activities must be presented in a manner
consistent with the descriptive and technical materials provided. Integral aspects in the learning
environment that should be carefully monitored include the number of participants and the facilities and
technologies employed in the delivery of the learning activity.

3.04 - Standards for CPE Program Measurement

Standard No. 16. Sponsored learning activities are measured by actual program length, with one
50-minute period equal to one CPE credit. Sponsors may recommend one-fifth {(0.20 credit equal to
10-minute period) and one-half (0.50 credit equal to 25-minute period) CPE credits under the
following scenarios:

» Group — after the first credit has been earned.

* Self study - one-half increments (equal to 25 minutes) are permitted,

* Nano-learning — one-fifth increments (equal to 10 minutes) are permitted.

The CPA claiming CPE credits should refer to respective state board requirements regarding
acceptability of one-fifth and one-half CPE credits.

Only learning content portions of programs (including pre-program, post-program and/or
homework assignments when incorporated into a blended learning program) qualify toward eligible
credit amounts. Time for activities outside of actual learning content including, for example,
excessive welcome and introductions, housekeeping instructions, and breaks is not accepted
toward credit.

516 -~ 01. Learning activities with individual segments. For learning activities in which individual
segments are less than 50 minutes, the sum of the segments would be considered one total program. For
example, five 30-minute presentations would equal 150 minutes and would be counted as three CPE
credits. When the total minutes of a sponsored learning activity are greater than 50, but not equally divisible
by 50, the CPE credits granted must be rounded down to the nearest one-fifth credit, if one-fifth credits are
awarded. Thus, learning activities with segments totaling 140 minutes would be granted two and four-fifths
CPE credits.

For learning activities in which segments are classified in multiple fields of study, the CPE credits granted
should first be computed based on the content time of the total pragram. Next, the CPE credits granted
should be allocated to the fields of study based on the field of study content time. If the sum of the individual
segments by field of study content time does not equal the CPE credits computed based on the cantent
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time for the total program, then the difference (positive or negative) should be allocated to the primary field
of study for the program.

$16 - 02. Responsibility to monitor attendance. While it is the participant's responsibility to report the
appropriate number of credits earned, CPE program sponsors must maintain a process te monitor individual
attendance at group programs to assign the correct number of CPE credits. A participant's self-certification
of attendance alcne is not sufficient.

§16 - 03. Monitoring mechanism for group Internet based programs. In addition to meefing all other
applicable group program standards and requirements, group Internet based programs must employ some
type of real time monitoring mechanism to verify that participants are participating during the duration of the
course. The monitoring mechanism must be of sufficient frequency and lack predictability to provide
assurance that participants have been engaged throughout the program. The monitoring mechanism must
employ at least three instances of interactivity completed by the participant per CPE credit. CPE program
sponsors should verify with respective state boards on specific interactivity requirements.

$16 — 04. Small group viewing of group Internet based programs. In situations where small groups
view a group Internet based program such that one person logs into the program and asks questions on
behalf of the group, documentation of attendance is required in order to award CPE credits to the group of
participants. Participation in the group must be documented and verified by the smali group facilitator or
administrator in order to authenticate attendance for program duration.

516 — 05. University or college credit course. For university or college credit courses that meet these
CPE Standards, each unit of college credit shali equal the following CPE credits:

* Semester System 15 credits

s Quarter System 10 credits

516 — 06. University or college non-credit course. For university cr college non-credit courses that
meet these CPE standards, CPE credit shall be awarded only for the actual classroom time spent in the
non-credit course. '

$16 - 07. Participant preparation time. Credit is not granted to participants for preparation time, unless
the program meets the criteria for blended learning in Standard No. 11.

516 — 08. Committee or staff meetings qualification for CPE credits. Only the portions of committee
or staff meetings that are designed as programs of learning and comply with these Standards qualify for
CPE credit.

Standard No. 17 CPE credit for seif study learning activities must be based on one of the following
educationaily sound and defensible methods:

Method 1: Pilot test of the representative completion time.
Method 2: Computation using the prescribed word count formula.

If a pre-program assessment is used, the pre-program assessment is not included in the CPE credit
computation.

§17 - 01. Method 1 - Sample group of pilot testers. A sample of intended professional participants
must be selected to test program materials in an environment and manner similar to that in which the
program is to be presented. The sample group must consist of at least three qualified individuals who are
independent of the program development group.
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* Forthose courses whose target audience includes CPAs, the sample group must be licensed CPAs
in good standing, holding an active license or its equivalent and possess the appropriate level of
knowledge before taking the program.

» Forthose sponsors who are subject to various regulatory requirements that mandate a minimum
number of CPE credits and offer courses to non-CPAs, those courses do not have to be pilot tested
by licensed CPAs.

» Forthose courses whose target audience includes CPAs and non-CPAs, the sample group must
be representative of the target audience and contain both CPAs, as defined above, and non-CPAs.

817 - 02. Method 1 — CPE credit based on representative completion time. The sample does not
have to ensure statistical validity; however, if the results of pilot testing are inconsistent, then the sample
must be expanded or , if the inconsistent results are outliers, the inconsistent results must be eliminated.
CPE credit must be recommended based on the representative completion time for the sample. Completion
time includes the time spent taking the final examination and does not include the time spent completing
the course evaluation or pre-program assessment. Pilot testers must not be informed about the length of
time the program is expected to take to complete. If substantive changes are subsequently made to
program materials, further pilot tests of the revised pregram materials must be conducted to affirm or
amend, as appropriate, the representative completion time.

$17 - 03. Method 1 - Requirement for re-pilot testing. If, subsequent to course release, actual
participant completion time warrants a change in CPE credit hours, re-pilot testing is required to
substantiate a change in CPE credit prospectively.

- 8§17 - 04. Method 1 - Pilot testing when course is purchased from vendor or other developer. CPE
pregram sponscrs may purchase courses from other vendors or course developers. For purchased courses
where pilot tests were conducted and provided, CPE program sponsors must review results of the course
developer’s pilot test results to ensure that the results are appropriate. For purchased courses where no
pilot tests were conducted or provided, CPE program sponscrs must conduct pilet testing or perform the
word count formula as prescribed in Method 2.

$17 - 05. Method 2 - Basis for prescribed word count formula. The prescribed word count formula
begins with a word count of the number of words contained in the text of the required reading of the self
study program and should exclude any material not critical to the achievement of the stated learning
objectives for the program. Examples of information material that are not critical and therefore excluded
from the word count are: course introduction; instructions to the participant; author/course developer
biographies; table of contents; glossary, pre-program assessment and appendices containing
supplementary reference materials.

Again, only course content text that is critical to the achievement of stated learning objectives should be
included in the word count formula. i an author/course developer determines, for example, that including
the entire accounting rule or tax regulation is beneficial to the participant, the accounting rule or tax
regulation should be included as an appendix to the course as supplementary reference material and
excluded from the word count formula. Only pertinent paragraphs or sections of the accounting rule or tax
regulation required for the achievement of stated learning objectives should be included in the actual text
of the course and therefore included in the word count formula.

Review questions, exercises and qualified assessment questions are considered separately in the
calculation and should not be included in the word count.

817 - 06. Method 2 - Calculation of CPE credit using the prescribed word count formula. The word
count for the text of the required reading of the program is divided by 180, the average reading speed of
aduits. The total number of review questions (including those above the minimum requirements), exercises
and qualified assessment questions is multiplied by 1.85, which is the estimated average completion time
per question. These two numbers plus actual audio/video duration time {not narration of the text), if any,
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are then added together and the result divided by 50 to calculate the CPE credit for the self study program.
When the total minutes of a self study program are not equally divisible by 50, the CPE credits granted
must be rounded down to the nearest one-half credit.

[(# of words/180) + actual audio/video duration time + {# of questions * 1.85)] /50 = CPE credit

$17 - 07. Method 2 — Consideration of audio and video segments in word count formula. If audio
and video segments of a self study pragram constitute additional learning for the participant (i.e., not
narration of the text), then the actual audiofvideo duration time may be added to the time calculation as
provided in the prescribed word count formula. If the entire self study program constitutes a video, then the
prescribed word count formula in $17 — 06 would consist of the actual video time plus the total number of
review questions (including those abave the minimum requirements), exercises and qualified assessment
questions multipiied by 1.85 divided by 50 (i.e., there would be no word count for text used in the formula).

[actual audio/video duration time + (# of questions * 1.85)] /50 = CPE credit

$17 — 08. Method 2 — Word count formula when course is purchased from vendor or other
developer. CPE program sponsors may purchase courses from other vendors or course developers. For
purchased courses where the word count formuia was calculated, CPE program sponsors must review the
results of the course developer's word count formula calculation to ensure that results are appropriate. For
purchased courses where the word count formula calculation was not performed or provided, CPE program
sponsors must perform the word count formula calculation or conduct pilot testing as described in Method
1.

Standard No. 18. CPE credit for nano-learning programs must be based on duration of the program
plus the qualified assessment, which when combined should be a minimum of 10 minutes. However,
one-fifth {0.20 credit) CPE credit is the maximum credit to be awarded for a single nano-learning
program.

Standard No. 19. CPE credit for blended learning programs must equal the sum of the CPE credit
determinations for the various completed components of the program. CPE credits could be
determined by actual duration time (for example, audio/video duration time or learning content
delivery time in a group program) or by a pilot test of the representative completion time as
prescribed in $17-01 or word count formuia as prescribed in $17-06 (for example, reading, games,
case studies, simulations).

Standard No. 20. Instructors, discussion leaders or technicai reviewers of learning activities may
receive CPE credit for their preparation/review and presentation time to the extent the activities
maintain or improve their professional competence and meet the requirements of these Standards.

$20 ~ 01. Instructor CPE credit parameters., Instructors, discussion leaders, or speakers who present
a learning activity for the first time may receive CPE credit for actual preparation time up to two times the
number of CPE credits to which participants would be entitled, in addition to the time for presentation,
subject to regulations and maximums established by the state boards. For example, for learning activities
in which participants could receive 8 CPE credits, instructors may receive up to 24 CPE credits (16 for
preparation plus 8 for presentation). For repeat presentations, CPE credit can be claimed only if it can be
demonstrated that the learning activity content was substantially changed and such change required
significant additional study or research.

$20 - 02. Presenting a program. The CPA claiming CPE credits should refer to respective state board
requirements.

$20 - 03. Technical reviewer CPE credit parameters. Technical reviewers who review a learning activity
for the first time may receive CPE credit for actual review time up to the actual number of CPE credits for
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the program, subject to regulations and maximums established by state boards. For repeat technical
reviews, CPE credit can be claimed only if it can be demonstrated that the learning activity content was
substantially changed and such change required significant additional study or research,

Standard No. 21, Writers of published articles, books, or CPE programs may receive CPE credit for
their research and writing time to the extent it maintains or improves their professional competence,

$21 - 01. Requirement for review from independent party. Writing articies, books, or CPE programs
for publication is a structured activity that involves a process of learning. For the writer to receive CPE
credit, the article, book, or CPE program must be formally reviewed by an independent party. CPE credits
should be claimed only upon publication,

521 - 02, Authoring a program. As a general rule, receiving CPE credits for authoring and presenting
the same program should not be allowed. The CPA claiming CPE credits should refer to respective state
board requirements.

Standard No. 22. CPE credits recommended by a CPE program sponsor of independent study must
not exceed the time the participant devoted to complete the learning activities specified in the
learning contract.

522 - 01. CPE credits agreed to in advance. The maximum credits to be recommended by an
independent study CPE program sponsor must be agreed upon in advance and must be equated to the
effort expended to improve professional competence. The credits cannot exceed the time devoted to the
learning activities and may be less than the actual time involved.

3.05 - Standards for CPE Program Reporting

Standard No. 23. CPE program sponsors must provide program participants at or after the
conclusion of the program with documentation {electronic or paper) of their participation (certificate
of completion), which includes the following:

CPE program sponsor name and contact information.

Participant’s name,

Course title.

Course field of study.

Date offered or completed.

If applicable, location.

Type of instructional/delivery method used.

Amount of CPE credit recommended.

Verification by CPE program sponsor representative.

Sponsor identification number or registration number, if required by the state boards.

NASBA time statement stating that CPE credits have been granted on a 50-minute hour.

Any other statements required by state boards.

823 -~ 01. Entity to award CPE credits and acceptable documentation. The CPE program sponsor is

the individual or organization responsible for issuing the certificate of completion and maintaining the

documentation required by these Standards. The entity whose name appears on the certificate of

completion is responsible for validating the CPE credits claimed by a participant. CPE program sponsors

must provide participants with documentation (electronic or paper) to support their claims of CPE credit.

Acceptable evidence of completion includes:

» Forgroup, blended learning and independent study programs, a certificate or other verification supplied
by the CPE program sponsor.

+ For self-study and nano-learning programs, a certificate supplied by the CPE program sponsor after
satisfactory completion of a qualified assessment.
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» Forinstruction credit, appropriate supporting documentation that complies with the requirements of the
respective state boards subject to the guidelines in Standard 20 in Standards for CPE Program
Measurement.

* For a university or college course that is successfully completed for credit, a record or transcript of the
grade the participant received.

» For university or college non-credit courses, a certificate of attendance issued by a representative of
the University or college.

» For pubiished articles, books, or CPE programs, (1) a copy of the publication (or in the case of a CPE
program, course development documentation) that names the CPA as author or contributor, (2} a
statement from the writer supporting the number of CPE hours claimed, and (3) the name and contact
information of the independent reviewer(s) or publisher.

$23-02. Certificate issuance for simultaneous delivery of a group live and group internet based
program. In circumstances where the CPE program sponsor is providing simultaneous delivery of a group
live and group Internet based program, the CPE program sponsor, at its discretion, may issue the certificate
of completion to all program participants by awarding CPE credits under the instructional delivery method
attended by the majority of the participants. The delivery and attendance monitoring requirements of the
respective instructional delivery methods still apply.

Standard No. 24. CPE program sponsors must retain adequate documentation (electronic or paper)
for a minimum of five years to support their compliance with these standards and the reports that
may be required of participants.

$24 - 01. Required documentation elements. Evidence of compliance with responsibilities set forth

under these standards which is to be retained by CPE program sponsors includes, but is not limited to:

+ Records of participation.

e Dates and locations. ,

* Author/instructor, author/developer and reviewer, as applicable, names and credentials. For the CPA
and tax attorney acting as an authorfinstructor, author/developer and reviewer for accounting, auditing
or tax program(s), the state of licensure, license number and status of license should be maintained.
For the enrolled agent acting in such capacity for tax program(s), information regarding the enrolied
agent number should be maintained.

+ Number of CPE credits earned by participants.

* Results of program evaluations,

* Program descriptive materials (course announcement information).

Information to be retained by CPE program sponsors includes copies of program materials, evidence that
the program materials were developed and reviewed by qualified parties, and a record of how CPE
credits were determined.

524 - 02. Maintenance of documentation as basis for CPE credit for self study programs. For
CPE program sponsors using Method 1 {pilot tests) as the basis for CPE credit for self study programs,
appropriate pilot test records must be retained regarding the following:

When the pilot test was conducted.

The intended participant population.

How the sample of pilot testers was selected.

Names and credentials and relevant experience of sample pilot test participants.

A summary of pilot test participants’ actual completion time.

Statement from each pilot tester to confirm that the pilot tester is independent from the course
development group and that the pilot tester was not informed in advance of the expected completion
time.

For CPE program sponsors using Method 2 (word count formula) as the basis for CPE credit for self study
programs, the word count formula calculation as well as the supporting documentation for the data used in
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the word count formula (e.g., word count; number of review questions, exercises and final examination
gquestions; duration of audio and/or video segments, if applicable; and actual calculation) must be retained.

Effective dates:

Unless otherwise established by state licensing bodies and/or other professional organizations, these
Standards are to be effective upon Board approval except as follows:

1. For group live programs , instances of engagement per S7-01 must be incorporated during the next
CPE program review/revision date.
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Executive Summary

The Office of the Chief Accountant (OCA), Employee Benefits Security Administration (EBSA), U.S.
Department of Labor (DOL), has completed an assessment of the quality of audit work performed
by independent qualified public accountants (IQPAs) with respect to financial statement audits of
employee benefit plans covered under the Employee Retirement Income Security Act of 1974
{ERISA) for the 2011 filing year (plan year beginning in 2011}.

Objectives and Scope

The primary objective of EBSA's review was to assess the level and quality of IQPAs’ audits of
ERISA-covered employee benefit plans.

EBSA’s assessments involved a review of the Form 5500 Annual Return/Report filings and related
audit reports for the 2011 filing year (plan years beginning in 2011). The Agency selected a
statistically valid sample of 400 plan audits from a target population of 81,162 Form 5500 filings
for 2011 in which an accountant’s report/audit opinion was attached.

In the 2011 Form 5500 database there were 81,162 filings that contained CPA audit reports.
Those 81,162 audits were performed by 7,330 different CPA firms. Because the population of
plan auditors is so diverse and heavily skewed to those CPA firms that audit a small number of
plans, the sample was designed to look at the relationship between auditor characteristics and
audit quality. Historically, EBSA has found that CPAs with smaller employee benefit plan audit
practices tended to have the most audit deficiencies. Therefore, the Agency divided the
population of CPAs into six strata based on the number of plan audits that the CPA firm
performed with the desire to more definitively determine where in the population deficient audit
worl predominated.

Findings

Overall, EBSA’s review found that 61% of the audits fully complied with professional auditing
standards or had only minor deficiencies under professional standards. However, 39% of the
audits (nearly 4 out of 10) contained major deficiencies with respect to one or more relevant
GAAS requirements which would lead to rejection of a Form 5500 filing, putting $653 billion and
22.5 million plan participants and beneficiaries at risk. These figures reflect increases in the
amount of plan assets and number of plan participants at risk compared with prior EBSA studies.

Additionally, the audit review supports the following findings:

» There is a cJear link between the number of employee benefit plan audits performed by a
CPA and the quality of the audit work performed. Analysis of the data indicates a wide
disparity between those CPAs who perform the fewest plan audits and those firms that
perform the largest number of plan audits. CPAs who performed the fewest number of
employee benefit plan audits annually had a 76% deficiency rate. In contrast, the firms
performing the most plan audits had a deficiency rate of only 12%,

¢ The accounting profession’s peer review and practice monitoring efforts have not
resulted in improved audit quality or improved identification of deficient audit



engagements, In 4 of the 6 audit strata, a substantial number of CPA firms received an
acceptable peer review report, yet had deficiencies in the audit work that EBSA reviewed.

»  CPA firms that were members of the American Institute of Certified Public Accountants’
(AICPA) Employee Benefit Plan Audit Quality Center tended to produce audits that have
fewer audit deficiencies. Overwhelmingly, most CPAs in the two smallest audit strata are
not Employee Benefit Plan Audit Quality Center members.

» Training specifically targeted at audits of employee benefit plans (EBPs) may contribute
to better audit work. As the level of EBP-specific training increased, the percentage of
deficient audits decreased.

» Ofthe 400 plan audit reports reviewed, 67 (17%) of the audit reports failed to comply
with one or more of ERISA’s reporting and disclosure requirements.

Conclusion

it appears that the quality of employee benefit plan audits has not improved since EBSA's
previous studies given an overall deficiency rate for plan audits of 39%.

Additionally, EBSA conclides that:

e Once again, the smaller the firm's employee benefit plan audit practice, the greater the
incidence of audit deficiencies.

* Audit areas that are unique to employee benefit plans such as contributions, benefit
payments, participant data and party-in-interest/prohibited transactions, continue to lead
the list of audit deficiencies. As EBSA found in its two previous studies, CPAs often failed
to consider these unique audit areas and, therefore, performed inadequate audit work,

o CPAs failed to comply with professional standards either because they were not
adequately informed about employee benefit plan audits, or failed to properly utilize the
technical materials that were in their possession. Audit partners in firms performing a
greater number of plan audits tended to have a greater amount of employee benefit plan
specific training. In a number of instances, however, even having the proper technical
guidance did not ensure that a quality audit was performed.

* The Practice Monitoring Peer Review process established by the AICPA and administered
by sponsoring state CPA societies does not appear to be an effective tool in identifying
deficient plan audit work and ensuring compliance with professional standards. While
selecting an employee benefit plan audit is a required part of the peer review process
(where applicable), CPAs who performed deficient audits often received acceptable peer
review reports.

e  Members of the AICPA’'s Employee Benefit Plan Audit Quality Center (EBPAQC) tend to
have fewer audits containing multiple GAAS deficiencies. Additionally, non EBPAQC
member firms tend to have a larger number of GAAS deficiencies, per audit engagement,
than EBPAQC members.



Recommendations

Based upon the findings of this report, EBSA makes the following eleven recommendations.

Enforcement

1.

Revise case targeting to focus on:

a. CPA firms with smaller employee benefit plan audit practices that audit plans
with large amounts of plan assets, and

b. CPA firms in the 25-99 plan audit strata given their high deficiency rates and the
amount of plan assets ($317.1 billion) and plan participants (9.3 million) at risk
from deficient audits.

2. Work with the National Association of State Boards of Accountancy (NASBA) and the

3.

AICPA to improve the investigation and sanctioning process for those CPAs who perform
significantly deficient audit work. Work with NASBA to get state boards of accountancy
to accept the results of investigations performed by EBSA or the AICPA’s Professional
Ethics Division, in order to use those results in disciplining CPAs (at the state licensing
hoard level).

Amend ERISA to make sure the annual reporting civil penalties focus on the responsible
party. Under this proposal, the Secretary of Labor would be authorized to assess all or
part of the current annual reporting civil penalty of up to $1,100 per day against the
accountant engaged to do an ERISA plan audit if the plan’s annual report is rejected due
to a deficient audit or because the accountant failed to meet the standards for
qualification to perform an ERISA plan audit.

4. Work with the AICPA's Peer Review staff:

a. to streamline the peer review process and malke it more responsive in helping to
improve employee benefit plan audit quality.

b. to ensure that CPAs who are required to undergo a peer review have in fact had
an acceptable peer review.

¢. to identify those CPAs who have not received an acceptable peer review and refer
those practitioners to the applicable state licensing boards of accountancy.

Requlatory/L egislative

5.

Amend the ERISA definition of “qualified public accountant” to include additional
requirements and qualifications necessary to ensure the quality of plan audits. The
Secretary of Labor would be authorized to issue regulations concerning the qualification
requirements.

Amend ERISA to repeal the limited-scope audit exemption. This exemption prevents
accountants from rendering an opinion on the plans’ financial statements for assets held



in regulated entities such as financial institutions. When auditors have to issue a formal
and unqualified opinion, they have a powerful incentive to rigorously adhere to
professional standards ensuring that their opinion can withstand scrutiny. The limited-
scope audit exemption undermines this incentive by removing auditors’ obligations to
stand behind the plans’ financial statements,

Amend ERISA to give the Secretary of Labor authority to establish accounting principles
and audit standards that would protect the integrity of employee benefit plans and the
benefit security of participants and beneficiaries. Under this approach, the Secretary of
Labor would be authorized to establish standards that address financial reporting issues
that are either unique to or have substantial impact upon employee benefit plans.

Qutreach

8.

10.

11.

Work with the NASBA to encourage state boards of accountancy to require specific
licensing requirements for CPAs who perform employee benefit plan audits. This would
include specific training and experience in the audits of employee benefit plans.

Continue and expand EBSA’s outreach activities:

a. Continue the Agency's work with plan administrator organizations (e.g. ASPPA),
to explain the importance of hiring competent CPAs to plan administrators and
other plan fiduciaries with hiring authority.

b. Use information contained in the EFAST2 database to target correspondence to:

i. plan administrators in the 1-2 and 3-5 plan strata, highlighting the high
deficiency rate among plan auditors and providing information about how to
select a qualified plan auditor; and

ii., CPA firms in the 25-99 stratum, discussing the audit deficiencies found in the
audit study and working with the firms to ensure that plan audits comply
with professional standards.

Communicate with each of the state boards of accountancy (licensing boards) regarding
the results of the study and the need to ensure that only competent CPAs are performing
employee benefit plan audits,

Expand EBSA’s outreach with individual state societies of CPAs who have a large number
of plan audits performed by CPA firms in the 1-5 plan audit stratum. For those states
that do not already do so, encourage them to create employee benefit plan audit training
programs.



Background

ERISA was enacted by Congress to remedy abuses in the nation’s private pension and welfare benefit plan
system, ERISA covers pension and welfare benefits and is administered by three separate federal agencies:
the Department of Labor (DOL), the Internal Revenue Service (IRS) and the Pension Benefit Guaranty
Corporation (PBGC).

ERISA contains a number of provisions that were enacted in recognition of the need to establish an effective
mechanism to protect the interests of plan participants and beneficiaries, and to establish an effective
mechanism to detect and deter abusive practices. These provisions include the annual reporting of financial
information and activities of employee benefit plans. The Secretary of Labor is principally responsible for
enforcing the fiduciary and reporting and disclosure provisions that are contained in Title I of ERISA,

In enacting ERISA in 1974, Congress included a requirement for employee benefit plans to file an annual
report of their financial condition and operations with the Department. Among other information, the plan's
annual report must include an audit report issued by an independent qualified public accountant (IQPA)’
stating whether the plan’s financial statements {(and other schedules required to be included in the annual
report) are presented fairly in conformity with generally accepted accounting principles (GAAP). Almost all
plans with over 100 participants® must be audited annually, and the plan administrator is responsible for
engaging an IQPA to perform the required plan audit in accordance with generally accepted auditing
standards (GAAS). Under ERISA, the Department plays no role in setting GAAP and GAAS standards. Such
standards are set by institutions closely related to the accounting industry - the Financial Accounting
Standards Board (FASB) and the American Institute of Certified Public Accountants (AICPA).

Audited financial statements and the CPA’s report on the fairness and consistency of their presentation must
generally be filed with the Form 5500 Annual Report within 210 days after the close of the plan year. The
audit requirement is intended to ensure the integrity of financial information that is incorporated in the
annual reports. Section 103 of ERISA specifically requires that these audits be conducted pursuant to the
standards established by the accounting and auditing profession itself in the pronouncements which define
GAAP and GAAS. While ERISA's auditing provisions have worked to provide DOL and plan participants and
beneficiaries with information about the safety of plan operations, experience has shown that “plan” audits
do not consistently meet professional standards.

' Almost all plan audits are now performed by Certified Public Accountants {CPAs); therefore, throughout the rest of the
report we will broadly refer to plan auditors as CPAs.
? Beginning in April 2002, some small pension plans may also be required to have an annual audit pursuant to 29 CFR
2520.104-46.
3 The Public Company Accounting Oversight Board (PCAOB) is responsible for setting auditing standards for audits of
public companies.

5



Objectives and Scope

The primary objective of this study was to assess whether the level and quality of audit work being
performed by CPAs with respect to audits of employee benefit plans regulated by ERISA has improved since
OCA's previous comprehensive study in 2004.

EBSA's assessments involved a review of the Form 5500 Annual Return/Report filings and related audit
reports for the 2011 filing year (plan years beginning in 2011). OCA selected a statistically valid sample of
400 plan audits. The workpaper reviews, performed at OCA's office, were conducted during the period
December 2013 through September 2014. The 400 selected audit reports and supporting workpapers were
evaluated against AICPA’s Audit and Accounting Guide, Audits of Employee Benefit Plans (with conforming changes
as of fanuary 1, 2012).

Who Audits Employee Benefit Plans?

In 2011, there were 81,162 Form 5500 filings containing CPA audit reports. The audits were performed by
7,330 CPA firms. The following table summarizes the number of CPA firms grouped by the number of plans
audited and the total number of audits performed. The number of CPA firms decreases rapidly with an
increasing number of plans audited. Fifty percent of CPA firms audit 1 or 2 plans while only 0.2 percent of
CPA firms audit 750 plans or more.

2011 Form 5500 Database
CPA Firms Performing Plan Audits

As the following chart shows, 95% of the CPA firms that perform employee benefit plan audits audit less than
25 plans on an annual basis. Conversely, only 1% of the CPA firms audit 100 or more benefit plans annuaily.



Number of Audits Performed by CPA Firm
by Stratum

7,330 CPA Firms

W1 or 2 Audits (51%}
® 3 - 5 Audits {20%)

B G- 24 Audits (21%)
® 25 - 99 Audits {6%)
100-749 Audits (1%)
& 750 plus Audits (1%)

Why was the Sample of Employee Benefit Plan Audits Based on the Number of Audits Performed by the
CPA Firm?

Previous assessments show that CPAs performing fewer employee benefit plan audits tended to have the
highest proportion of deficient audits. As shown above, there is a large group of plan auditors, or CPA firms,
that audit a small number of plans, The statistical sampling plan was designed to adequately represent the
larger CPA firms as well as the smaller. The plan auditors were grouped into six strata based on the number
of plan audits that the CPA firm performed in plan year 2011. The six CPA firm size strata were chosen to
accurately characterize the quality of employee benefit plan audits. Randomly sampling the six strata
ensures a representative sample from each subgroup of plan auditors.



Too Many Employee Benefit Plan Audits are Deficient

GAAS provides the framework for auditors’ exercise of their professional responsibilities. These professional
auditing standards establish the minimum requirements for performance of an audit engagement. The AICPA
creates the auditing standards for employee benefit ptans. When auditors depart from these standards they
are obligated to acknowledge that fact in their report.

ERISA Section 103(a)(3)(A) requires that employee benefit plans with more than 100 participants retain an
IQPA to perform an audit of the plan's financial statements. This section requires that the audit be
performed in accordance with GAAS. Some small employee benefit pension plans may also be required to
have an audit performed in accordance with GAAS.

OCA analyzed the work performed by plan auditors using the requirements contained in the AICPA’s Audit

and Accounting Guide, Audits of Employee Benefit Plans (with conforming changes as of January 1, 20 12)%, issued
by the AICPA. This guide represents the application of professional auditing and accounting standards that
are unique to audits of employee benefit plans.

After OCA's review, the 400 audit engagements were classified as falling in one of the following categories:

Based on these categories and sample results, EBSA estimates that 61% of the audits complied with
professional auditing standards or had only minor deficiencies. However, 39% of the audits (nearly 4 out of
10) contained “Unacceptable-major” deficiencies with respect to one or more relevant GAAS requirements,
putting $653 billion dollars and 22.5 million plan participants and beneficiaries at risk. This reflects an
increase in the amount of plan assets and number of plan participants at risk compared with prior EBSA
studies. |[EBSA’s 2004 study estimated that a total of $410 billion in assets held by plans had not been
properly audited.]

The chart below, based on the four statistically based studies, shows the increase in the percentage of plan
audits that do not comply with professional audit standards over the past 26 years.

Results of Prior Audit Quality Studies

Audlts Wlth GAAS Deﬁcnenues

The increase in non-compliant audits corresponds with the increase in the number of limited-scope audits.
As the following chart shows, the percentage of limited-scope audits (to the overail audit population) has
increased from 48% in 2001 to 83% in 2013.

* Applicable professional guidance for financial statement audits of plan year 2011 Form 5500 filings.
8



Limited-Scope Audits

As discussed later in this report, it appears that the increased number of limited-scope audits has contributed
to declining audit quality. CPAs have less incentive to focus on relevant audit areas when they know the
engagement will result in their issuance of “no opinion” on the plan’s financial statements,

Does Size of a CPA’s Employee Benefit Plan Practice Correlate with Audit Quality?

Yes. The results of this audit study clearly indicate a link between the number of employee benefit plan
audits performed by a CPA and the quality of the audit work performed. Analysis of the data indicates a wide
disparity between those CPAs who perform the fewest plan audits and those firms that perform the largest
number of plan audits. As the following chart shows, CPAs who performed only one or two employee
benefit plan audits annually had a 76% deficiency rate. In contrast, the deficiency rate at the stratum of firms
performing the most plan audits was only 12%.

Major Deficiency Audit Rates
by Stratum
{95% Confidence Level; Statistically Significant Differences between Stratuim)

- Audit “Audits With
"Reviews | Deficiencies

Note: Statistics are calculated using sample weights, which account for the different amount of audits performed by each
stratum. For this reason, the population average may be different from the un-weighted sample averages.

Not only did CPA firms with smaller employee benefit plan audit practices have significantly higher overall
deficiency rates, but their audits also had an unacceptably high number of deficient audit areas. As seenin
the table below, for the 1-2 plan audit stratum, 56% of the audits contained five or more deficient audit areas.
Similarly, in the 3-5 plan audit stratum, about 42% of plan audits contained five or more deficiencies. Similar
trends hold for the next two strata as well. In the two largest CPA firm audit strata, the audits that had five
or more deficiencies (one in each stratum) presented unique audit situations not normally encountered in
performing a routine plan audit.



Audits Containing Five or More Deficiencies
hy Strata

As shown in the table below, there were significant differences in deficiency rates across multiple plan audit
strata, with the 1-2 Plans, 3-5 Plans, 6-24 Plans, and 25-99 Plans strata all having a significantly higher major
deficiency rate than the 100-749 Plans and the 750+ Plans strata,

Differences in Major Audit Deficiency Rate
by Strata
B4 =

Note: Significant differences across strata groups at the 95% confidence level are highlighted in red.

For example, a plan administrator who hires a CPA that performs only 1- 2 plan audits has a 64% greater
chance of hiring someone whose audit contains deficiencies, as opposed to the administrator hiring a CPA
with an annual plan audit practice of 100+ plan audits.

Are More Participants and Plan Assets at Risk with Certain Size CPA Firms?

The sample allows EBSA to estimate the number of participants and plan assets impacted by audits
containing one or more GAAS deficiencies. Overall, $653 billion dollars were held by plans with audits that
contained GAAS deficiencies. As the chart below shows, 93% of the plan assets at risk were audited by CPAs
performing fewer than 100 audits annually. Further scrutiny of the data indicates that 82% of the plan assets
at risk were audited by CPAs in two strata, the 6-24 and 25-99 audit strata.
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Plan Assets at Risk

by Stratum
{95% Confidence Level)

Assets Held by
Plans With Standard
Deficient Audits Error
{Millions)

Strata

$19,908
60,701

Note:  Statistics are calculated using sample weights, which account for the different amount of audits performed by
each stratum,

Based on the sample results, EBSA estimates that there were 22.5 million participants impacted by audits
with one or more GAAS deficiencies. 70% of participants at risk were in the 6-24 and 25-99 plan audit strata.

Plan Participants Impacted
by Stratum
{(95% Confidence Level)

Note: Statistics are calculated using sample weights, which account for the different amount of audits performed by each
stratum.
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How Does the Quality of a Firm’s Audits Relate to the Proportion of the Firm’s Practice Devoted to EBP
Audits?

The 400 audit engagements reviewed as part of the audit study were performed by 232 different CPA firms.
For those 232 CPA firms, EBSA gathered information regarding the size of the EBP practice relative to the
auditor’s complete audit practice. The chart below shows that EBP specialization across the six auditor
stratum varies widely. As the chart shows, most CPAs firms in the 1-2 and 3-5 audit strata do not specialize
in EBP audits. For example, in the 1-2 strata, only 15% of the CPA firms are considered to be “specialized”
with respect to employee benefit plan audits. Conversely, in the 100-749 strata over 90% of the firms are
considered to be “specialized” firms. Generally, CPAs who do a larger amount of audit work report that they
do specialize in EBP audits.

Percentage of Auditors Specializing in EBP Audits, by Strata

Percentage of Firms

l1&2pPEns -5 Pians B-2¢ Plans 25-80 plans 160-749 Pfans 750+ Pians Fopulstion
Firm strata

B1R2PEM @3SPA: af-24Plns o 2589 Plas e 100-749Plans & 750+ Plans  mPopulstion

Note; A firm is considered to be specialized if its EBP practice accounts for at least 20% of
the revenue for its total gudit practice. Statistics are calculated using sample weights, which
account for the different amount of audits performed by each stratum. For this reason, the
population average may be different from the un-weighted sample averages.

with the wide variation of firms considered to be “specializing” in EBP audits, we looked at CPA firms which
had an audit with at least one major GAAS deficiency. The chart below shows the distribution of
“specialized” CPA firms with at least one major GAAS deficiency in their audit work. The chart clearly shows
that the largest proportion of CPAs performing audits with at least one major GAAS deficiency are not EBP
specialists. This is consistent with our finding that CPA firms with smaller EBP audit practices tended to have
the highest deficiency rates.

T

151 [

N e lizad Spetializen]

ml%2fEns m3-5PENs @624 Plans ® 2500 Mlan:  @100-749 Plams B 750 Plans
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Are Practice Monitoring and Peer Review Activities Related to Improved Audit Quality?

For the 232 sampled CPA firms we obtained peer review information (where applicable). The audit study
showed that the accounting profession’s peer review and practice monitoring efforts have not resulted in
improved audit quality or in identifying deficient audit engagements.

Most state licensing boards® require that CPAs performing attest engagements participate in a qualifying peer
review/practice monitoring program. The AICPA’s Peer Review staff estimate that about 27,000 CPA firms are
subject to peer review and that 9,000-10,000 peer reviews are performed on an annual basis.®

As part of its review, EBSA obtained peer review reports for the 232 CPA firms in the study. The distribution
of results of these peer reviews are shown in the chart below. In general, it is estimated that a large portion
of the peer reviews of the auditor population end with the auditor passing the peer review. In addition,
smaller auditors have no opinion rendered more often than larger auditors, which may be due to a peer
review not being performed.

100% L S
o, -
80% - —
700/0 J—
60%
50%
FI. e
3% ¥ :
200% SRR . —
10% - :
0%

1&2Plans 3-5Plans  6-24Plans 2599 Plans  100-749 750+ Plans
Plans

Percentape of Auditors Within A Size
Group

Size Group

EPass B Pass With Deficizncies Ko Opinon Rendered

EBSA found that in 4 of the 6 audit strata, a substantial number of CPA firms received an acceptable peer
review report yet had deficiencies in the audit work that EBSA reviewed, As the table below highlights, in
the 1-2 plan audit stratum, 52% of the deficient audits had received an unqualified or “clean” peer review
report. Because these firms perform few employee benefit plan audits, there is a good chance that the audit
engagement reviewed by EBSA was also the same audit engagement examined by the CPA firm’s peer
reviewer.

5 The Delaware and Puerto Rico licensing boards do not require CPAs to participate in a practice monitoring/peer review
program, Fiorida, Hawaii and the U.S. Virgin Islands have passed a practice monitoring statute, but it is not yet
effective.

§ Many CPA firms perform audit and attest engagements that do not involve employee benefit plans. The larger number
of CPA firms subject to “peer review” includes those CPA firms.
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Deficient Audits and Clean Peer Reviews
by Statum

Deficient Audits With Ciean Peer

Strata (Audits)

Given the results showing that an alarming number of peer review reports fail to highlight employee benefit
plan audit deficiencies, EBSA looked at the results of peer reviews that did not properly identify CPA firms
that perform significantly deficient plan audits (chart below).

Audits Containing Multiple Deficiencies and

Clean Peer Reports
by Stratum

Deficient Audits With Five or More
; . Deficiencies and-a Clean Peer
Stratg__(_Audlts) > Review Report

As reflected in the table above, even audits that had five or more deficiencies often received a clean peer
review report. Indeed, in three of the six strata, over 35% of such deficient audits had received acceptable
peer review reports.

Is Membership in the AICPA’s Employee Benefit Plan Audit Quality Center (EBPAQC) Related to Audit
Quality?

For those 232 sampled CPA firms, EBSA also gathered information regarding membership in the AICPA's

Employee Benefit Plans Audit Quality Center (EBPAQQ). The chart below shows the distribution of EBPAQC
members spread out among the six audit strata.

EBPAQC Members
by Stratum

Non-EBPAQC ~ | — i




As the chart shows, overwheimingly, most CPAs in the 1-2 and 3-5 audit strata are not EBPAQC members.
These are the two strata that have the highest number of audits not in compliance with professional
standards.

The following table and chart show the deficiency rates for both EBPAQC members and non-EBPAQC
members, across multiple strata. For all strata, audits performed by EBPAQC members had a lower deficiency
rate than audits performed by non-EBPAQC members.

Audit Deficiency Rate
by Stratum and EBPAQC Membership Status

Audit Deficiency Rate
by EBPAQC Membership Status
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EBSA's analysis also shows that non EBPAQC member firms tend to have a larger number of GAAS deficiencies
per audit engagement than EBPAQC members. For example, in the 1-2 audit stratum, 90% of the audits that
contained five or more audit deficiencies were performed by CPA firms that are not EBPAQC members,
Similar results exist in the 3-5 audit stratum where 77% of the audits with five or more deficiencies were
performed by non EBPAQC member firms. ‘
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Does the Level of Employee Benefit Plan Specific Continuing Professional Education by Engagement
Partners Have an Effect on Audit Quality?

Established professional standards require that auditors have the competence and capabilities necessary to
perform professional audits. Employee benefit plan audits exist in an enviroment that is specialized, highly
regulated, and subject to governmental oversight.

As a part of the audit quality study, EBSA gathered information regarding the number of hours of employee
benefit plan (EBP) specific continuing professional education (CPE) taken within the three years preceeding
the performance of the selected audit engagement. The information gathered showed the following:

* Audit partners in firms performing a greater number of plan audits tended to have taken more hours
of EBP specific CPE.

* The level of EBP specific CPE was a contributing factor in audit quality as the percentage of audits
containing one or more deficient areas of audit decreased as more ERP specific training was
obtained.

Audit Deficiency Rates, by Partner EBP Training

Pettentage of Ay That Had Atdeest One Wajor Deficiency

h

=0 MTIn? sSRI0 I3 =34 or v

» The majority of engagement partners in firms performing 25 or more EBP audits annually indicated
that they had obtained 8 or more hours of EBP specific training in the 3 years preceeding the audit
engagement reviewed. In most cases, these engagement partners had obtained 24 or more hours of
EBP specific CPE.

* In contrast, engagement partners performing 24 or fewer EBP audits annually had obtained less EBP
specific CPE within the 3 years preceding performance of the audit engagement and, in some cases,
had received no training at all.

*  While the overall responsibility for the audit engagement rests with the engagement partner, it is

just as important for those assigned to and performing the detailed audit work to have EBP specific
training.
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Were There Specific Audit Areas that Resulted Inn More Deficiencies than Other Arens?

In reviewing the 400 audits in the sample, EBSA looked at sixteen different audit areas to determine if the
engagement was conducted in accordance with professional standards. Consistent with previously discussed
information, auditors in the two lower audit strata (1-2 plan audits and 3-5 plan audits) disproportionately
accounted for deficient audits.

Moreover, when CPAs in these two audit strata performed deficient audits, the audits tended to be deficient
in multiple areas. As can be seen in the chart below, CPAs in the 1-2 plan audit stratum had significantly high
deficiency rates spanning numerous audit areas that are unique to employee benefit plans, most notably:
contributions, planning & supervision, internal controls, participant data, investments, party-in-interest
transactions and benefit payments. Similarly, the 3-5 plan audit stratum also contained high deficiency rates
especially in the following audit areas: contributions, party-in-interest transactions, internal controls, benefit
payments and participant data. Consistent with other findings in this report, the two strata containing CPAs
with the largest employee benefit plan audit practices had the lowest deficiency rate in the various audit
areas.

Deficiency Rates

by Audit Area

M182Plans M3-5Plans ®E6-24Plans B 2599 Plans @ 100-749 Plans  B750+ Plans

Appendix Il contains a detailed breakdown of deficient audit areas by plan audit strata.

As previously noted, many of the audits in the sample were limited-scope audit engagements as permitted by
ERISA and codified in 29 CFR 2520.103-8. This regulation allows plan administrators to exclude from the
scope of the auditor’s engagement investments held and investment-related transactions and income
properly certified to by certain qualifying entities. A detailed review of audits disclosed that almost 60% of
the limited-scope audits in this study contained major GAAS deficiencies in areas of audit not related to
investments. In these audits, CPAs had deficiencies in non-investment-related critical areas such as
contributions, participant data, benefit payments and internal controls. These audit deficiencies may have
occurred because, knowing that a “limited-scope” audit was being performed, plan auditors were not as
focused on all relevant audit areas.
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Did Plan Audits Comply With ERISA and DOL Reporting Regulations?

In addition to conforming with and adhering to GAAP and GAAS, respectively, the report of the IQPA must
also meet certain ERISA reporting and disclosure requirements. ERISA section 103(a){3){A) and DOL
regulation 29 CFR 2520.103-1(b) set forth these reporting and disclosure requirements. These reporting and
disclosure requirements were enacted to ensure that users {the federal government and plan participants and
beneficiaries) were being provided with necessary information that may alert them to instances which could
adversely impact the operation of the plan {e.g., fiduciary breaches} and/or its ability to pay plan benefits
when due (e.g., losses from imprudent investments).

Of the 400 plan audit reports reviewed, 67 {17%) of the audit reports failed to comply with one or more of
ERISA’s reporting and disclosure requirements.

Of the 67 reports identified, the area(s) of non-compliance were as follows:

* In 11 (16%) instances, the supplemental schedule(s) required by ERISA reporting and disclosure
requirements were not attached or prepared.

* In 11 (16%) instances, the footnotes to the plan’s financial statements were either incomplete or
missing entirely.

* In 8 (12%) instances, the CPA’s audit report was not manually signed, as required by DOL regulations.

* In7(10%) instances, delinquent employee contributions were not properly reported or disclosed in
the CPA's report or the plan’s Form 5500 filing.

What has been Done to Improve Audit Quality in the Last 25 Years?

EBSA has performed two previous “baseline” studies to assess the progress being made in improving audit
quality. The Agency’s 1997 study indicated that 19% of plan audits contained one or more deficiencies. A
second study, performed in 2004, concluded that audit quality had significantly declined and expressed
concern that even the largest auditing firms were performing deficient audit work,

For over 25 years, EBSA has continued to take aggressive actions with respect to improving the quality of
employee benefit plan audits. Since its creation in 1988, a main function of OCA within EBSA has been to
provide compliance assistance and enforce the reporting and disclosure provisions of Title I of ERISA.

In addition, OCA continues to be responsible for establishing and maintaining liaison with private sector
professional organizations and regulatory bodies regarding accounting and auditing issues for employee
benefit plans. One of OCA's main goals is to improve the quality of employee benefit plan audits to ensure
that participants and beneficiaries are receiving the statutory protections that these audits are intended to
provide.

Reporting Compliance Activities

Since conducting its two previous studies, OCA has taken the following enforcement actions to ensure
compliance with these provisions:

* Issuance of letters rejecting deficient/incomplete Form 5500 Annual Report filings that failed to meet
the reporting and disclosure provisions of ERISA.
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¢ Performance of approximately 5,000 workpaper reviews to evaluate the quality of the audit worlk
underlying the CPA’s report.

¢ Referral of practitioners to the AICPA’s Professional Ethics Division and/or the respective state board
of accountancy for potential disciplinary action due to significantly deficient audit worlk.

* Establishment of a system of inter-office referrals with EBSA’s Office of Enforcement (OE). OE refers

to OCA potential ERISA reporting and disclosure violations discovered during fiduciary investigations
of employee benefit plans. Likewise, OCA refers potential fiduciary violations to OE.

Activities to Encourage Filer Compliance

Since the issuance of the 1997 report, EBSA has initiated or expanded upon several programs to encourage
filer compliance:

* EBSA has created and conducted various national outreach programs aimed at heightening
awareness and providing guidance to practitioners regarding the preparation of the Form 5500
Series Annual Report, current and emerging information regarding accounting and auditing issues
impacting employee benefit plans, and general information regarding DOL's ongoing enforcement
efforts. Additional outreach programs have been created and are aimed at front line state societies
of CPAs to provide guidance and heightened awareness to independent auditors who conduct audits
of employee benefit plans, especially those CPAs who perform only a limited number of plan audits.

* InMarch 2002, EBSA made major revisions to its “Delinquent Filer Voluntary Compliance Program.”
The purpose of the program changes was to encourage filer compliance with the annual reporting
obligations under Title I of ERISA through significantly reduced civil penalties.

* The Form 5500 Series Annual Reports underwent major revisions to streamline the Form 5500 and
make it easier to complete. At the same time, the instructions to the Form 5500 were clarified and
reorganized to more closely track the organization of the revised Form 5500, Coincident with these
major revisions to the Form 5500, EBSA participated in numerous technical conferences, webcasts
and other public meetings intended to publicize release of the revised Form 5500 and educate plan
filers about the changes.

* EBSAimplemented the new “all electronic” Electronic Filing Acceptance System {EFAST), to process
the Form 5500. The new all electronic processing system was designed to utilize state-of-the-art
technologies to process the Form 5500 filings. This system gives filers immediate feedback about
correcting reporting deficiencies prior to the filing being finalized.

* In conjunction with implementation of the revised Form 5500 and the new EEAST Processing System,
EBSA also created a “Help Desk” function designed to answer filer questions and other technical
inquiries. Since its inception in March 2000, the EBSA “Help Desk” has received over 500,000
requests for technical assistance and responded to other filer inquiries,
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Work With Professional Organizations

In addition, DOL has worked closely with the AICPA and the Financial Accounting Standards Board (FASB) to
update the guidance available to practitioners in this area. The following is a list of actions taken in an effort
to address the findings and recommendations contained in EBSA’s previous two studies:

* EBSA continues to work with the FASB on issuing revised accounting guidance for employee benefit
plans,

» EBSA continues its active involvement with the AICPA’'s Employee Benefit Plans Technical Expert
Panel.

*  EBSA works with the AICPA on revisions to the AICPA’s Audit and Accounting Guide, Audits of
Employee Benefits Plans. Annual updates to the Guide have been issued since the Agency’s previous
studies, and the AICPA published a comprehensive revision to the audit guide in 2013.

« EBSA has provided technical assistance and input to the AICPA for the yearly issuance of Audit Risk
Alerts and Current Industry Developments that are intended to provide information that may affect the
annual audits performed on employee benefit plans.

» EBSA has continued to support the AICPA’s annual National Conference on Employee Benefit Plans. This
conference, created jointly by the DOL and the AICPA in 1990, has grown into one of the AICPA’s
largest conferences, with an average attendance of over 1,200 participants.

¢ In December 2001, the AICPA held the inaugural Benefit Plans and DOL Update Conference, This
conference is designed to provide a “high level” overview of events in the employee benefit plan area
for partners and senior managers prior to the start of the “audit season.” A similar conference has
been held annually since then.

» The AICPA continues to update its self-study continuing professional education programs for
employee benefit plan professionals.

¢ The AICPA has incorporated, as part of one of its practice monitoring programs (peer review), the
requirement that engagements selected for review “must” include an audit of an employee benefit
plan.

* The AICPA operates a “Technical Hotline” that is available to answer member questions on
accounting and auditing related issues.

AICPA Employee Benefit Plan Audit Quality Center

In October 2003, the AICPA Board of Directors approved the development and implementation of an
Employee Benefit Plan Audit Quality Center (“Center”) with the goal of improving the quality of employee
benefit plan audits. The Center is composed of a community of CPA firms who, through voluntary
membership, have made a commitment to audit quality by adhering to the Center's membership
requirements affecting their management practices, inciuding the designation of a partner-in-charge of the
quality of the firm's employee benefit plan audit practice. The Center’'s membership requirements also
include obtaining employee benefit plan specific training; establishing and maintaining quality control
practices and procedures specific to the firm's employee benefit plan audit practice; self-monitoring of
adherence to policies and procedures; and making the results of their external peer review of their audit
practice publicly available, Through the Center, the AICPA offers its members an extensive range of
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resources to help firms provide quality service to plans, including regulatory and legislative guidance,
practice aids, training opportunities, tools, and research,

Over 2,300 CPA firms, employing 31% of plan auditors and representing all 50 states and the District of
Columbia, have joined the AICPA’s Employee Benefit Plan Audit Quality Center. It is estimated that the
Center’s member firms perform over 60% of all employee benefit plan audits annually.

Public Company Accounting Oversight Board (PCAOB)

The PCAOB is a private-sector, non-profit corporation, created by the Sarbanes-Oxley Act of 2002 (Act), to
oversee the auditors of public companies in order to protect the interests of investors and further the public
interest in the preparation of informative, fair, and independent audit reports. Section 103 of the Act directs
the Board to establish auditing and related attestation, quality control, ethics, and independence standards
and rules to be used by registered public accounting firms in the preparation and issuance of audit reports as
required by the Act or the rules of the Securities and Exchange Commission,

The PCAOB has the authority to adopt auditing standards for public companies and to regularly inspect the
operations of accounting firms registered with the Board. The PCAOB may discipline, fine, suspend, or bar
firms where it finds that a registered accounting firm has engaged in any practice in violation of the
Sarbanes-Oxley Act, securities law, or professional standards.

While the standards established by the PCAOB do not specifically apply to all firms auditing employee benefit
plans, firms complying with the standards established by the PCAOB generally apply these standards to alt of
their audit engagements, including their non-public employee benefit plan audit clients.

Department of Labor — Office of Inspector General (OIG})

For almost thirty years, the OIG, with EBSA's support, has been recommending legislative changes to ERISA in
order to strengthen the quality of employee benefit plan audits. The OIG has concluded that EBSA’ efforts to
improve the quality of employee benefit plan audits have been impaired by EBSA’s current inability to take
direct action against auditors who perform substandard audits. As a result, the OIG recommended that
ERISA be amended to provide EBSA with the authority over registration, suspension and debarment of
employee benefit plan auditors and that EBSA be given the ability to levy civil penalties against auditors
performing substandard audits,
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Conclusions

EBSA’s 1997 audit study concluded that there had been no statistical change in the quality of plan
audits when compared to the original study performed by the OIG in 1989. EBSA’s 2004 audit quality
study found that audit quality had gotten worse since the previous study and that the deficient audit
work was starting to spread to the largest of the CPA firms. The original OIG study disclosed an audit
deficiency rate of 23%, EBSA’s 1997 follow-up study resulted in a 19% deficiency rate {not a big
enough improvement in audit quality to be considered statistically valid). The Agency’s more recent
study in 2004 resulted in a 33% deficiency rate for the plan audits reviewed.

Based on the results of the current audit review, a 39% overall deficiency rate for plan audits, it
appears that the quality of employee benefit plan audits has not improved. Instead, audit quality
continues to trend in the opposite direction with almost 4 out of 10 plan audits failing to comply with
professional accounting and auditing standards.

Based on additional analysis, EBSA also concludes that:

» Once again, the smaller the CPA firm's employee benefit plan audit practice, the greater the
incidence of audit deficiencies.

* Audit areas that are unique to employee benefit plans such as contributions, benefit
payments, participant data and party-in-interest/prohibited transactions, continue to lead the
list of audit deficiencies. Asfound in the two previous studies, CPAs too often failed to
consider these unique audit areas and, therefore, performed inadequate audit work,

s CPAs failed to comply with professional standards either because they were not adequately
informed about employee benefit plan audits or failed to properly utilize the technical
materials that were in their possession, Audit partners in firms performing a greater number
of plan audits tended to have a greater amount of employee benefit plan specific training.
However, in a number of instances, having the proper technical guidance did not ensure that a
quality audit was performed.

* The Practice Monitoring Peer Review process established by the AICPA and administered by
sponsoring state CPA societies does not appear to be an effective tool in identifying deficient
plan audit work and ensuring compliance with professional standards. While selecting an
employee benefit plan audit is a required part of the peer review process (where applicable),
CPAs who performed deficient audits often received acceptahle peer review reports.

* Members of the AICPA’s Employee Benefit Plans Audit Quality Center (EBPAQC) tend to
conduct fewer audits containing multiple GAAS deficiencies. Additionally, non EBPAQC
member firms tend to have more GAAS deficiencies per audit engagement than EBPAQC
members,
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Recommendations

To address the deficiencies identified in this report, EBSA makes the following eleven
recommendations,

Enforcement

1.

2.

3.

4.

Revise case targeting to focus on:

a. CPA firms with smaller employee benefit plan audit practices that audit plans with
large amounts of plan assets, and

b. CPAfirms in the 25-99 plan audit stratum given their high deficiency rates and the
amount of plan assets ($317.1 billion) and plan participants (9.3 million} at risk from
deficient audits.

Work with the National Association of State Boards of Accountancy (NASBA) and the AICPA to
improve the investigation and sanctioning process for those CPAs who perform significantly
deficient audit work. Work with NASBA to get state boards of accountancy to accept the
results of investigations performed by EBSA and the AICPA’s Professional Ethics Division, in
order to use those results in disciplining CPAs (at the state licensing board level).

Amend ERISA to make sure the annual reporting civil penalties focus on the responsible party.
Under this proposal, the Secretary of Labor would be authorized to assess all or part of the
current annual reporting civil penalty of up to $1,100 per day against the accountant engaged
to do an ERISA plan audit if the plan’s annual report is rejected due to a deficient audit or
because the accountant failed to meet the standards for being qualified to perform an ERISA
plan audit. :

Woark with the AICPA’s Peer Review staff:

a. to streamline the peer review process and make it more effective at improving
employee benefit plan audit quality.

b. to ensure that CPAs who are required to undergo a peer review have in fact had an
acceptable peer review.

¢. to identify those CPAs who have not received an acceptable peer review and refer
those practitioners to the applicable state licensing boards of accountancy.

Regulatory/Legislative

5.

6.

Amend the ERISA definition of “qualified public accountant” to include additional
requirements and qualifications necessary to ensure the quality of plan audits, Under this
proposal, the Secretary of Labor would be authorized to issue regulations concerning the
qualification requirements.

Amend ERISA to repeal the limited-scope audit exemption. This exemption prevents
accountants from rendering an opinion on the plans’ financial statements for assets held in
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7.

regulated entities such as financial institutions. An alternative to the repeal of the limited-
scope audit would be to provide the Secretary with the authority to define when a limited-
scope audit would be an acceptable substitute for a full audit. When auditors have to issue a
formal and unqualified opinion, they have a powerful incentive to rigorously adhere to
professional standards ensuring that their opinion can withstand scrutiny. The limited scope
audit exemption undermines this incentive by removing auditors' obligations to stand hehind
the plans’ financial statements.

Amend ERISA to give the Secretary of Labor authority to establish accounting principles and
audit standards that would protect the integrity of employee benefit plans and the benefit
security of participants and beneficiaries. Under this approach, the Secretary of Labor would
be authorized to establish standards that address financial reporting issues that are either
unique to or have substantial impact upon employee benefit plans.

Qutreach

8.

10,

11.

Work with the NASBA to encourage state boards of accountancy to require specific licensing
requirements for CPAs who perform employee benefit plan audits. This would include specific
training and experience in the audits of employee benefit plans.

Expand EBSA’s outreach activities to include:

a. plan administrator organizations (e.g. ASPPA), to explain to plan administrators and
those with responsibility for hiring plan auditors, the importance of hiring competent
CPAs.

b. Using information contained in the EFAST2 database, send targeted correspondence
to:

i. plan administrators in the 1-2 and 3-5 plan strata highlighting the high
deficiency rate among plan auditors and providing information about how to
select a qualified plan auditor.

ii. CPA firms in the 25-99 stratum discussing the audit deficiencies found in
EBSA’s audit study and working with the firms to ensure that plan audits
comply with professional standards,

Communicate with each of the state boards of accountancy (licensing boards) regarding the
results of the audit study and the need to ensure that only competent CPAs are performing
employee benefit plan audits.

Expand EBSA's outreach with individual state societies of CPAs who have a large number of

plan audits performed by CPA firms in the 1-5 plan audit stratum. For those states that do not
already do so, encourage them to create employee benefit plan audit training programs.
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Appendix |

Objectives, Scope and Sample Composition

Objectives

The primary objective of this study was to assess whether the level and quality of audit work
performed by CPAs with respect to audits of employee benefit plans regulated by ERISA has improved
since OCA's previous comprehensive study in 2004.

Specific objectives of the review were to:

» assess whether plan audits were conducted in accordance with professional auditing and
accounting standards;

s determine if the audit reports complied with ERISA reporting and disclosure requirements;
and

» identify areas that may need improvement.
Scope
EBSA's assessments involved a review of the Form 5500 Annual Return/Report filings and related audit
reports for the 2011 filing year (plan years beginning in 2011). EBSA selected a statistically valid
sample of 400 plan audits from a target population of 81,162 Farm 5300 filings for 2011 in which an
accountant's report/audit opinion was attached. For the 400 plan audits selected, EBSA’s assessment

included:

s areview of the plan year 2011 Form 5500 Annual Report and the related IQPA report;

a detailed review of the audit workpapers for the 2011 plan year audit;

* determining whether the CPA was properly licensed by the applicable state licensing board;

if applicable, reviewing the peer review report of the CPA's audit practice; and

voluntary demographic questionnaires given to each of the CPAs in the audit sample.

The workpaper reviews, performed at EBSA’s office, were conducted during the period December
2013 through September 2014. The 400 selected audit reports were evaluated based on the AICPA's
Audit and Accounting Guide, Audits of Employee Benefit Plans (with conforming changes as of January 1,
2012).
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Sample Composition

The following charts depict the composition of the sample of the 400 plan audits reviewed during this
study,
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Appendix li

Audit Deficiencies
by Type of Deficiency

Deficiency Type

Note; Statistics are calculated using sample weights, which account for the different amount of audits performed
by each stratum. For this reason, the population average may be different from the unweighted sample averages.
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Planning & Supervision
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The following details the unacceptable major findings identified in planning and supervision and the
number of occurrences.

#

—_ W

49
37
25
21

19
15
14

Description of Unacceptable, Major Finding

Audit performed and report issued by an *unlicensed" auditor
No audit performed, auditor performed and issued a "review" report
No/insufficient review of plan documents/plan operations

No evidence of required communications (114/115)
No/lack of evidence of audit planning

No/inadequate evidence of planning analytics with developed
expectations

No/insufficient audit program

No/inadequate assessment of fraud risk

No/inadequate procedures on initial/beginning balances
No evidence of planning materiality

No/inadequate review of audit workpapers or engagement not
adequately supervised

Inadequate supervision - engagement partner review was completed
after report issuance date
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Failure to document current developments affecting the plan
No/inadequate work related to predecessor auditor
Nofincorrect engagement letter

Improper performance of limited scope audit

Missing plan documents in permanent file

No evidence of review of service provider agreements
Inadequate identification of parties in interest for planning
Unsigned plan adoption agreements and participant agreements

Incorrect industry audit guide was used which resulted in no
identification of parties in interest

Failure to verify balances transferred from/to new custodian

No evidence $1M insurance contract was obtained/reviewed for
disclosure and accounting treatment

Audit firm was not properly licensed, however, the engagement partner
was properly licensed

Audit planning did not address the $4.7M rollover into this new plan in
201
No planning documentation of prior year known issues

No evidence of planning inquiries

Failure to document and assess significant decrease in net assets and
large amount of benefit payments

No evidence of IQPA consideration of plan termination in planning
audit procedures for liquidation basis for investments and accumulated
benefit obligations

Failure to gain an understanding of the plan

No evidence of planning related to testing of mid-year change in
trustee/recordkeeper

Audit partner did not participate in engagement team fraud
brainstorming discussion
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Internal Controls

The following details the unacceptable major findings identified in internal controls and the number

of occurrences.

#

3
1

52
37
37
29
27
22
17
15
12
4

Description_of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor

Possible fraud discussed in board minutes but engagement team did
not inquire of legal counsel or include it as a fraud risk factor

No/inadequate documentation of internal control environment
Failure to assess/document control risk

No evidence of SOC1 report review and/or reliance
No/inadequate evidence of fraud "brainstorming"

Lack of documentation of risk assessment procedures

Failure to review internal controls of service provider(s)
Failure to document evaluation of internal control
Nofinadequate evidence of fraud inquiries

No evidence of work performed

Failure to document assessment of user controls
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Failure to obtain bridge/gap letter for pericd not covered by SOC1
report

Failure to identify and document significant audit areas
Failure to document assessment of control risk below maximum
inconsistency in documentation of risk assessments

SOC1 report does not cover significant period of plan year and no work
performed to address such

Failure to obtain and review SOC1 report covering 6 months of the
plan year

Failure to document risk of material misstatement

Unclear documentation of low & moderate inherent control risk was
determined based on errors in prior years in contributions

Failure to identify and review user controls of third party service
providers

Partner not involved in fraud brainstorming; Sole trustee and person
responsible for governance not interviewed for fraud

Fraud brainstorming did not include in-charge who performed most
audit work

Failure to identify audir risks related to liquidation basis of non-
marketable investments and accumulated benefit obligations on the
liquidation basis, nor benefit payments subsequent to plan termination

Failure to document inherent/control risk or combined risk for each
significant audit area

Failure to document COSO (Committee on Sponsoring Organization)
plan sponsor controls

Failure to document activity level internal controls at plan sponsor level

Inappropriate reliance on SSAE 16 to assess risk in significant audit
areas

Lack of evidence to support reduction in control risk

No evidence of understanding of the plan's internal control
environment at the cycle, account, transaction level

Inadequate assessment of control risk
Fraud brainstorming and inquiries made after audit report date

Control risk assessments do not conform with actual level of work
performed
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Investments — All Audit Combined

Note: The detail breakout of investments full scope and limited scope following this combined chart does not include the
one {1) plan selected where a “review” engagement was performed.
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Investments — Full Scope Only

The following details the unacceptable major findings identified in investments for full scope audits
performed and the number of occurrences.

#

1
18

NN SR e A

xS

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor

Failure to test investment transactions

Faijlure to test investment income

Failure to test end of year asset values

No evidence of work performed

Inappropriate reliance on SOC1 report

Insufficient work performed

Failure to confirm investments - evidence of existence

No review/testing of investment valuation assumptions (ESOP)

Inadequate evidence of confirmation of investment ownership and
existence with custodian

Failure to adequately test change in service provider

Faijlure to test assets transferred from the plan
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No assessment of valuation spec.'s qualifications
Failure to document work performed related to cash

Failure to address liquidation basis of non-marketable securities and
insurance contracts

Failure to adequately test cost basis of non-participant directed
investments

Failure to test end of year values for investments in self-directed
brokerage accounts

Insufficient testing of dividend income {ESOP)

Investments per the financial statements did not agree to the
confirmed trust statement

Failure to adequately identify plan's investment medium at the end of
year

Principal IPG contract was excluded from plan's financial statements;
there was no copy of the contract in the audit file; there was no
accounting analysis supporting the conclusion for excluding the
investment from the plan’'s financial statement reporting
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Investments — Limited Scope Only

The following details the unacceptable major findings identified in investments for limited scope
audits performed and the number of occurrences.

#

o]

L W W w = N

3]

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor

Audit workpapers do not contain the certification
Failure to adequately test change in service provider
Certifying entity does not qualify for limited scope
Certification not consistent with plan reporting period
Uncertified investments/transactions not audited
Unsigned certification

No list of plan investments and/or transactions certified included with
the certification

Certification is not for the plan

No comparison/reconciliation of certified income to amount reported
on financial statements

Certifying entity identified in report not consistent with certification

Inappropriate treatment of contract to fair vafue adjustment
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No audit program

Certification did not mention the plan name nor period covered
Failure to test assets transferred from plan

Certification obtained 3/21/14, audit report dated 10/5/12

Trust report prepared by and obtained from the recordkeeper
Investments per trust do not agree to financial statements

Failure to gain understanding of plan's common/collective trust and
stable value funds

Inadequate evidence of evaluation of GIC for accounting and
presentation

Failyre to evaluate insurance contract, contract to fair value, and
whether it was fully-benefit responsive

Failure to analyze pooled separate account for investments in commeon
collective trust/stable value funds

Unexplained variance in certified participant loan total

Dividend income and net appreciation do not tie to financial
statements

No documentation supporting fair value reported on 5500 - amount
marked up to fair value without corresponding adjustment to contract
value

Certification obtained from trustee for master trust — certification at
plan level obtained from entity that was not a qualifying entity and was
not an agent for the trustee
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Notes Receivable

The following details the unacceptable major findings identified in notes receivable and the number of
occurrences.

#

21
30

9)]

BN W R

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed” auditor
No work performed

Nofinadequate testing of compliance with plan
No review of supporting loan documentation

No/inadequate testing for determination of delinquent loans that
should be reported as deemed distributions

No audit program
No listing of outstanding loans
No evidence of test of loan interest

No work performed on participant loans which were not covered by
the limited scope certification

No testing of transfer to new custodian
Inadequate consideration of error in loan reporting on financial

statements
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Inadequate documentation as to the source of listing of participant
loans for completeness and accuracy
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Contributions Received & Receivable

The following details the unacceptable major findings identified in contributions received & receivable
and the number of occurrences.

#

3
1

53
35
24
10

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor

Failure to identify or inquire about potential missing contributions
occurring in time period leading up to plan admin termination and his
possible conversion, fraud and theft

Failure to test timely remittance of employee contributions
Failure to test compliance with plan compensation provisions
No/Inadequate testing of use of forfeitures

Failure to agree/reconcile contributions to plan sponsor payroll
records, employee records, custodian/trust, and/or Schedule H

Nofinadequate testing of rollover contributions (material amount)
No work performed

Failure to address testing errors and/or variance and their impact on
financial statements

No/inadequate testing of contribution receivable(s)
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Inadequate testing/documentation of recalculation of
contributions/deferrals

Failure to test rollovers for compliance with the plan document

Insufficient work performed of contributing employers (multi-employer
plans)

No audit program
No schedule of contributions received &/or receivable
Failure to recognize untimely employee contributions

Failure to review criteria for contribution receivables and recording per
GAAP

Inadequate documentation related to late remittances
Failure to agree contributions to actuarial report

Failure to adequately test timing of employee contributions
No testing of ROTH contributions

Inappropriate reliance on SOC1 Report

Failure to consider plan's funding status (DB plan)

No contributions withheld from a bonus and no testing to determine
the propriety of such

Failure to verify employer discretionary percentage

No disclosure of corrective distributions in the plan's financial
statements and notes

Failure to document recalculation of employer match

Failure to adequately communicate delinquent remittances to
management

No schedule/listing of contributions

Testing of employer matching contribution did not adequately address
the apparent failure by the sponsor the match the required 3% of
compensation

Failure to evaluate any required employer receivable that might result
from any unfunded accumulated benefit obligation resulting from plan
termination

Failure to identify inconsistency in COBRA contributions
Failure to determine if reinsuirance receivable was complete
Inadequate testing of recalculation of employee deferrals
Inadequate sample size

Receivable improperly accrued

Delinquent contributions reported on supplemental schedule differed
to that reported in the workpapers and on Schedule H
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Inadequate testing of employer contributions which appear to not he
made in accordance with the plan

Failure to compare amount of employer contributions to amount
approved by the Board of Directors

Eligibility testing did not include test of end of year employment
requirement

Inadequate consideration of impact of non-correction of prior year
errors on current year's work & financial statements

Lack of documentation for support of employer contribution formula

Lack of identification of improper use of forfeitures to offset employer
contributions prior to plan expenses being paid
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Benefit Payments
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The following details the unacceptable major findings identified in benefit payments and the number

of occurrences.

#

3
41
38

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor
No recalculation of benefit payments

No/inadequate work regarding eligibility of individuals receiving
benefit

No work performed

No/inadequate work regarding validity of claims

Inappropriate reliance on SOC1 report

No/inadequate work regarding forfeitures

Failure to trace benefit payments to individual participant's account
No/inadequate work regarding participant receipt of benefit payment
No/inadequate testing of hardship/in-service benefit payments

No testing of rollovers out of plan for compliance with plan document

No schedule/listing of benefit payments made
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Inappropriate application of limited scope audit

Total per financial statement was not reconciled to total per trust
report

No review of supporting documents and approvals

No/inadequate testing for compliance with plan document

No testing of long outstanding benefit checks

Participant confirmation were not included in workpapers

No audit program

Inadequate follow tip on error noted in benefit recalculation testing

Unreconciled difference in total benefit payments between distribution
listing and that reported on the financial statements

No testing of corrective distributions

No reconciliation of total benefit payments to total participant
accounts

No agreement of benefit payment recalculations for compliance with
formula in plan document

Failure to identify inconsistency in COBRA contributions but lack of
reporting of dental and vision claims

Inadequate testing of propriety of payee
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Participant Data, Including Individual Participant Accounts

The following details the unacceptable major findings identified in participant data, including
individual participant accounts, and the number of occurrences.

#

3

89
73
68
41

35
29
18
10
10
2

2

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor

Failure to adequately test allocations to participant accounts
No/insufficient testing of payroll data

No/lnadequate testing of participant investment options

No reconciliation of total individual participant accounts to total plan
assets

Failure to adequately test eligibility, terminations and forfeitures
Failure to test compliance with plan compensation provisions
No work performed

Failure to adequately test change in service provider
Inappropriate reliance on SOC1 report

No audit program

Inadequate testing of participant deferral percentage
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No testing of participant accounts at time of change in trustee/third
party administrator

Failure to obtain or evaluate any census data based on premise that an
actuarial report did not need to be obtained for a terminated plan

No testing for compliance with IRS deferral limits
Failure to test participant opening balances audited by another auditor
Failure to test payroll process

Inadequate evidence obtained of transfer of $2.3M to an affiliated
entity benefit plan

Failure to test that newly eligible employees were included in the plan

Failure to test the basic data used by the actuary

No evidence of testing of participant data provided to the plan's
actuary

No alternative procedures performed on non-reply participant
confirmations

No testing of employee withholdings for authorization
No evidence of work performed on individual participant accounts
Detail tests of data samples incomplete

Inadequate work performed, most standard participant data
substantive audit procedures not performed

No evidence of recalculation of employee deferral percentage

No evidence of testing opening participant balances from plan
inception to 12/31/2010

No testing for inclusiveness

No testing of health coverage/plan selected by participant

No recalculation of employee contributions
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Plan Obligations

The following details the unacceptable major findings identified in plan obligations and the nuimber of

occurrences.
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Description of Unacceptable, Major Finding -

No/insufficient testing of census data (defined benefit pension plans)
No work performed

No/inadequate testing of IBNR

Failure to assess specialist's qualifications

Failure to test insurance premiums paid

Failure to assess whether actuary used plan's provisions and considered
amendment effective 1/1/2011

Failure to obtain liguidation basis actuarial report for the terminated
plan

Failure to review/assess specialist's assumptions

No evidence of testing of plan's funding status
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Parties In Interest/Prohibited Transactions

The foltowing details the unacceptable major findings identified in parties in interest/prohibited
transactions and the number of occurrences.

# Description of Unacceptable, Major Finding
3 Audit performed by an "unlicensed" auditor

46 No work performed

39 Failure to doctiment related parties/parties in interest

29 Failure to document results of inquiries of management

17 Inadequate work

3 Failure to properly disclose prohibited transactions in notes to financial
statements

3 No/inadequate evidence of consideration of effect of prohibited
transactions/party in interest transactions on plan financial statements

3 Incomplete listing of parties in interest

2 No audit program

1 Failure to adequately and accurately identify accounting and reporting

with parties in interest
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No procedures performed to verify major areas regarding parties in
interest

Inadequate documentation of management inquiries

Inadequate work regarding transactions with plan sponsor of meney
going from plan to the sponsor

Inadequate work, overail conclusion of ne non-exempt transactions
was not supported by evidence of procedures performed and parties in
interest portion of audit program was not completed
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Plan Tax Status

The following details the unacceptable major findings identified in plan tax status and the number of
occurrences.

# Description of Unacceptable, Major Finding

3 Audit performed by an "unlicensed" auditor

27 No work performed

20 No evidence [RS tax compliance tests were reviewed

8 No tax determination letter obtained

7 Failure to document results of inquiries with management
4 Inadequate work

2 No audit program

—_

Compliance tests indicate data integrity issues that could affect the
results of the testing, but no indication this was considered

1 Incorrect tax letter

1 Plan document is outdated

1 Footnotes do not match plan document

1 Footnotes do not address tax uncertainties
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IRS determination letter not reviewed or which was for the correct plan
Incensistent documentation regarding compliance tests

No evidence of worl performed in support of the prior year testing
results which resulted in the current year return of excess
contributions

No evidence of IRS tax compliance tests

No worlc performed other than obtaining an IRS determination letter

Plan failed ADP & ACP testing which required $48,257 in corrective
distributions, but no evidence of work performed
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Commitments & Contingencies

The following details the unacceptable major findings identified in commitments & contingencies and
the number of occurrences,

#

3
33
12
8
2

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed" auditor

No work performed

Failure to document results of inquiries with management
Inadequate work

No audit program

51



Administrative Expenses

The following details the unacceptable major findings identified in administrative expenses and the

number of occurrences.

# Description of Unacceptable, Major Finding

3 Audit performed by an "unlicensed" auditor

55 No work performed

7 Inadequate work performed

1 Area classified as immaterial but no other work or audit program

1 Expenses deemed immaterial but amount is above materiality
threshold

1 Fees netted against forfeitures with negative fee reported as other

income & not analyzed for possible related party transaction
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Subsequent Events

The following details the unacceptable major findings identified in subsequent events and the number
of occurrences,

# Description of Unacceptable, Major Finding
3 Audit performed by an "unlicensed" auditor

42 No work performed

14 Failure to review interim financial information

13 Failure to document results of inquiries with management

9 Inadequate work performed

2 No audit program for this area of audit

2 Inadequate documentation of inquirtes

2 Inadequate audit evidence that work was performed

1 [nadequate documentation - unable to determine accounting records
or data reviewed, with whom inquiries were made, and result of such
inquiries

1 Failure to obtain evidence of complete liquidation of the plan by
7/25/12
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Audit documentation did not indicate subsequent event of plan asset
transfer to a successor plan in 2012

No review of subsequent plan amendments
No indication whether receivables were subsequently received

Inadequate review through 10/1/12 of final 5500 filing in which benefits
paid were materially greater that the accumulated benefit obligation
reflected on the 12/31/11 statement of accumulated plan benefits

No inquiries of plan administrator or trustee, inquiries were only made
of controller who was not a plan official

Audit documentation submitted pertained to the 2010 plan year
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Plan Mergers & Terminating Plans

. Amis Gualite $5udy Reoview RessSis

The following details the unacceptable major findings identified in plan mergers & terminating plans
and the number of occurrences.

#

1

Description of Unacceptable, Major Finding

Failure to obtain liquidation basis actuarial report
Failure to evaluate potential employer contribution on liquidation basis

Failure to perform audit procedures on plan liquidation occurring
during subsequent events time period

Inadequate documentation of audit work on subsequent
events/pending dissolution of the plan

Failure to test plan assets transferred at 12/31/2011 (plan year end) to
another plan at the detailed participant level until 2013

55



Plan Representations

The following details the unacceptable major findings identified in plan representations and the
number of occurrences,

# Description of Unacceptable, Major Finding

3 Audit performed by an "unlicensed" auditor

1 No audit performed, auditor performed and issued a "review" report
4 No client representation letter obtained

6 Inadequate representations obtained

5 Client representations were not appropriately tailored to the plan

2 Inappropriate client representation letter date

1 Unsigned client representation letter

1 Failure to evaluate numerous representations that were inconsistent

with information known by the auditor

1 Client representation letter was not on letterhead of the plan or plan
sponsor & the signer was identified as "office manager". Signer also
signed as the plan administrator on the Form 5500,

1 Representation letter contains the language for a full scope audit but a
limited scope audit was performed
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Compliance with GAAS & GAAP

The following details the unacceptable major findings of established professional standards (GAAS &
GAAP) in audit reports issued and the number of occurrences.

# Description of Unacceptable, Major Finding

3 Audit performed by an "unlicensed" auditor

1 No audit performed, auditor performed and issued a "review" report

57 Inadequate footnote disclosures

28 Inappropriate presentation of financial information on financial
statements

16 No/lack of ASC 820 Fair Value Measurement disclosures

4 Report not modified for lack of ERISA schedules
Incorrect/incomplete ASC 820 Fair Value Measurement disclosures

4 Opinion does not extend to all financial statements and/or years
presented

4 Failure to refer to supplemental information (e.g., ERISA required
schedules)

2 Delinquent employee contributions not reported/disclosed

2 Inappropriate presentation of participant loans
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No adjustment from fair value to contract value for fully-benefit
responsive contract

Audit opinion does not contain the appropriate [anguage required by
SAS 58 (e.g., reference to U.S. GAAP)

No FAS 157 Subsequent Events disclosure

Plan failed to present its financial statements on the liquidation basis of
accounting and the auditor failed to evaluate and/or report on this
departure from GAAP

Audit report does not contain the "independent” title

Audit workpapers did not document sufficient appropriate audit
evidence to support an unqualified opinion

Failure to modify full scope, unqualified report for a material omission
from the schedule of reportable transactions

Failure to present benefit responsive insurance contract at contract
value and to make necessary footnote disclosures

Improper reporting in auditor's report of benefit responsive and non-
benefit-responsive contracts

Incorrect footnote disclosures

Opinion only, no financial statements attached to 5500

Required 5% investment disclosure is for the incorrect plan year
Inappropriately presented benefit payments as refunds of contributions
Inadequate footnote disclosure for investments

Inappropriate report date

Investment amount on financial statements not consistent with
footnote disclosures

Incomplete schedule of assets
Limited scope audit inappropriately applied
Reportable transaction schedule presented but should not have one

Principal IPG contract of $4.5 million excluded from the plan's financial
statements

Lack of consideration of report modification for significant uncertainty
for rehabilitation of plan to avoid insolvency

Financial statements inappropriately presented on the liquidation
basis, liquidation basis does not apply to frozen plans

No reference to the other comprehensive basis of accounting used in
the auditor's report

Inappropriately indicated limited scope covered benefit payments
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Compliance with Department of Labor Rules and Regulations
For Reporting and Disclosure

The following details the unacceptable major findings in audit reports issued related to compliance
with Department of Labor Rules and Regulations for Reporting and Disclosure and the number of

occurrences.

#

11
11

Description of Unacceptable, Major Finding

Audit performed by an "unlicensed” auditor

No audit performed, auditor performed and issued a "review" report
Audit performed by an auditor who lacked independence
No/inadequate footnote disclosures

Required supplemental schedules not prepared/attached

Incomplete Schedule of Assets Held for Investment (e.g., does not
include all investments, missing participant loans, no indication of
parties in interest, etc.)

Unsigned audit report
Delinquent employee contributions not reported/disclosed

No/Incomplete audit report attached to the plan's Form 5500
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Financial statements do not agree to the Schedule H

Schedule H, Line 3, audit opinion type not properly completed
Limited scope audit incorrectly applied

Statement of Net Assets not presented comparatively

Audit report contains an unacceptable qualification

Administrative fees not separately disclosed from benefit payments

Certification provided by third-party not supported by evidence of
Agency relationship with trustee

Plan Form 5500 contained Schedule A's for welfare benefits but no
evidence of review to determine whether a separate plan & filing
should have been made

Incorrect format of schedule of assets

No certification to support limited scope audit disclaimer opinion in
the audit report

Inappropriate reference to certifying entity
Opinion does not extend to all required supplemental schedules

Reference made to an incorrect, non-qualifying, certifying entity in the
audit opinion

Schedule of Reportable Transactions did not disclose common stock
shares purchased from officers of the sponsor company

Schedule of Assets Held for Investment does not break out self-
directed brokerage accounts

Total investments per schedule of assets does not reconcile to total
assets presented on the plan's financial statements

Inappropriate items included on the schedule of assets held
Incorrect schedule of assets held

Auditor unable to explain $21,530 in deemed distribution loans,
principal and interest

Audit report is not for the plan
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Appendix Il

Appendix lil Overview

The following chart presents, among strata, the number of audits with an unacceptable major review
result, by the number of affected audit areas. For example, in the 1-2 plan stratum, there were 2
audits with an unacceptable major review result with one affected audit area. The remainder of
Appendix III provides the detail findings of the 234 audits with an unacceptable major review result.

Number of Au its by Stratum by Number of Deficient Areas
- Engagements With an Unacceptable Major Review R
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1-2 Plan Stratum

Audit Plan
Findings Scope

Notes 4 No/inadequa'te testing of compliance with
Receivable plan document

. E

Benéiit . No/iriadequate worlc regafding eligibility of
Payments individuals receiving benefits

No recalculation of benefit payments

par“tieg in No documentation of parties in

Interest/ interest/related parties
Prohibited No documentation of results of inquiries

Transactions  yith management

B i s

62



1-2 Plan Stratum

PAQC | . # of Audit Plan '

Member | Findines Scope Ty AudicAred(s) Detail of Findings

No review of interim financial data
Events . o
No documentation of results of inquiries

ran

Investments & Uncertified investments/transactions not

Investment audited
Transactions

No agreement of certified investment
income to financial statements

Comf)liance with
ERISA & DOL
Rules

63



1-2 Plan:Stratum

Plau

a Audit Area(s) ) Detail of Eindings

Review #

Internal Controls  No work peffbfrﬁéd

Parties 1n‘
Interest/Prohibited
Transactions

i £
Commitments &
Contingencies

Subsequéﬁt Events

Compliance with ]nappropriaté ‘I-Jresentai:wlon of financial
GAAS & GAAP information on financial statements

Report does not refer to prior year
presented

64



1-2 Plan Stratam

| EBPAQC #of | Audit Plas
Member | Findings | Scope Type

Review # Aviddit Al

H R
Notes Receivable

No/inadequaté:ytreétihg' of compliénce
with plan document

V No/ir;adé'd‘l.'léfe work regarding
eligibility of individuals receiving
benefits

No documentation of parties in

Parties in interest/related parties
Interest/Prohibited partie

. No documentation of results of
Transactions

inquiries with management

Commitments & No documentation of results of
Contingencies inquiries with management
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-1-2 Plan Stratum

Plan’ s = e
- Audit'Areals) Detail of Findings -

Findings
Minor Item(s): No evidence of required communications
Planning & (114/115)
Supervision Audit report dated under old standards

when substantial audit work was
completed rather than under the new
standards of when work had been
reviewed

Administrative
Expenses

Complfance with Inappfopriate presentation of financial
GAAS & GAAP information on financial statements
Inadequate footnote disclosures

Compliaﬁce with
ERISA & DOL Rules

Planning &
Supervision

Limited

ep e letter .

W E

Investments &
Investment
Transactions

program for this area of audit
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1-2 Plan Stratum

EBPAQC # of Audit Plan
Member | Findings~| - Scope Type

Audity Detail of Findings

Contributicons No recalculation of employer and/or

Received & employee contributions
Receivable No test of timely remittance of employee
contributions

No testing of compliance with
compensation provisions
Inadequate testing of use of forfeitures

Benefit Payments

Pérticipant Data& ]né:dé'quate testing of participant
Participant eligibility/terminations/forfeitures

Accounts Inadequate testing of allocations to
participant accounts
Inadequate testing of participant
investment options
No reconciliation of participant accounts
to total assets

Commitments &
Contingencies

vx[riadequate work - documentation
submitted pertained to the 2010 plan
year

————

Unlicensed auditor

All relevant areas
of audit

.Cbmpliance w1th Unllicehée(.i auditor
ERISA & DOL

Rules
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1-2 Plan Stratum

EBPAQC
Membe: | Findings

Review # -

Parties in "~ No work pérfbfmed
Interest/Prohibited
Transactions

Incomplete identification of parties in
interest/related parties

Commitments &
Contingencies

Compliance with Statement of net assets not
ERISA & DOL Rules comparative
IQPA opinion contains an unacceptable
qualification
Schedule of investments does not
break out self -directed brokerage
accounts
Schedule H, Line 3, opinion type
incorrectly indicated
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1-2 Plan Stratum

Review #: i O E i . © Audit Arcafs) Lo Detail of Findings

No/inadequate documentation of internal
control environment

No evidence of SOC1 report review
reliance

No review of internal control of service
provider{s)

No documentation to support assessment
of control risk below maximum

Fraud brainstorming did not include in-
charge who performed most of the audit
worl¢

MR
Internal Controls

No/ina equaté testirvlﬁg‘b'f éofhphance with
plan document

No/inadequate work regarding eligibility
of individuals receiving benefits
No recalculation of benefit payments
No/inadequate work regarding forfeitures
No testing to ensure participant receipt
of distribution

No evidence IRS tax compliance tests
were reviewed

No documentation of results of inquiries
with management

Plan Tax Status
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1-2 Plan Stratum

EBPAQC # of
Meniber | Findings

Review #

Subsequent Events ‘Minﬁ}ldeqﬁaté evidence that work was
performed

'Co)mp‘lianc'e with N'o/inadequate footnote disclosures

ERISA & DOL Rules

] it . ] i Dk i
Full DC 403b  Planning & No/insufficient audit program
Supervision No evidence of required communications
(114/115)

Investments &
Investment
Transactions

Parties in

Interest/Prohibited
Transactions

o work performed

Commitments &
Contingencies
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“1-2 Plan Stratum

EBPAQC # of Audit

Review #. L
EV?U__N # Member | Findings Scope i Type

Audit Area(s) E : Detail of Findings

Compliance with No/vi'nadeciuaté footnote disclosures
ERISA & DOL Rules Required schedules not attached/prepared

Conf}ibutions
Received &
Receivable

' Pai’tiapant Data &
Participant
Accounts

No work p.erformed
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1-2 Plan Stratum

EBPAQC .| # of
Member:*“Findings

Review #: -

Detail of Findings

Compliance with Ihéomplete sche.du]e of assets
ERISA & DOL Rules

control environment

Lack of documentation of risk
assessment procedures
No/inadequate evidence of fraud
inquiries

"Insufﬁcient work p'e-rformed of

Contributions contributing employers {multi-employer
Received & plans)
Receivahle No test of timely remittance of employee

contributions

Participant Data No work performed

Parties in No documentation of parties in
Interest/Prohibited  interest/related parties
Transactions No documentation of results of inquiries

Administrative
Expenses
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L1-2 Plan_Stratum

EBPAQC | # of =] Audit

Review # A
Member ;| Findings Scope

Cor'rlv];)l(ieilnce with Opihion only, no financial étafeménts
ERISA & DOL Rules  attached to 5500

Compliance with
GAAS & GAAP

i
,s

14 No 12 Limited DC401(k) Planning & No/lack of evidence of audit planning

Supervision No evidence of required communications
(114/115)
No/insufficient review of plan

documents/operation

@Tnal. Con

S i nappropriate reliance o
Parties in No work performed
Interest/Prohibited  No documentation of parties in
Transactions interest/related parties

g
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1-2 Plan Stratum

Review #

Audit Area(s) o : Detail of Findings

Member | Findings

Subsequent Events

Carlianc it
RISA-& DOL Rule

Minor Item(s):
Plan Tax Status

No recalculation of benefit jﬁaymei‘ité
No/inadequate work regarding eligibility
No test of receipt of benefit payments

Parties in Inédﬂequatlé‘\;roﬂ{ '

Interest/Prohibited  Identification of a related party as a
Transactions trustee who does not appear to be a
trustee

Compliance with Inadequate footnote disclosures
GAAS & GAAP Report not modified for lack of ERISA
schedules o
'*;glchédu_les.:n_ot' S,

Engagement letter contains full scope

. Planning & language for limited scope audit
Supervision Expectations memo identified significant

changes - one identified & one was not,

both were not addressed
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“1-2 Plan Stratum

Audit Area(s) g " Detail of Findings

Findings

Contributions No recalculation of employer and/or

Received & employee contributions
Receivable No testing of compliance with

compensation provisions
Inadequate testing of use of forfeitures

Plan Representations not appropriately '
Representations tailored to plan

control environment
No documentation of evaluation of

internal control
No/inadequate evidence of fraud
*brainstorming"

Contributions No test of timely remittance of

Received & employee contributions
Receivable

WPartlcipa'rit Data& No/insufficient testing of payroll data

Participant Inadequate testing of allocations to
Accounts . participant accounts

Plan Tax Status No work performed




EBPAQC, | ~ #.0f | Audit Plan

Review # " Scope Type

Audit Area(s) il of Findin o5

Subsequent Events

Compliance with Financial statements did not agree to
ERISA & DOL Rules Schedule H

No work performed
No/inadequate documentation of
internal control environment

No assessment/documentation of
control risk

No/inadequate evidence of fraud

"brainstorming"

e

Internal Controls

Esis

Parties in No work performed'
Interest/Prohibited
Transactions

Plan Tax Statg
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1-2 Plan Straturs. -

EBPAQC
Member

# of
Findings

Plan
Type

ew #

Audit Area(s)

Commitments &
Contingencies

Subsequent Events

Detail of Findings

Inadequae work

Parties in
Interest/Prohibited
Transactions

~ Administrative
Expenses

h Compliance with
GAAS & GAAP

77

Nt transactions
ia] statements

E AR
No/inadequate testing of compliance
with plan document

Nb/llladeqdéfé worl regarding eligi'blllty
of individuals receiving benefits

No recalculation of benefit payments

> of participant
ns/forfeitures

No documentation of results of inquiries
with management

Inappropriate presentation of financial
information on financial statements
Inadequate footnote disclosures

ey
i ee contributi




1-2 Plan Stratum

EBPAQC | # of Audit

i - it Area(s ' Detail of Findings

Re'fnew # Member | Findings | Scope Audic Area(s). i : . ”
o o Minor Item(s): No/inadequate documentation of

Internal Controls internal control environment

- documents/operations’
No work performed

Benefit Paymen"csm

Parties in ~ No work performed
Interest/Prohibited
Transactions

s e
Compliance with
ERISA & DOL Rules

5
of fraud

1l . communications (1 14/
No/inadequate evidence

"brainstorming”

No evidence of SOC1 report review

reliance

Internal Controls
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1-2 Plan Stratum_

AQC # of

Review # . 1
Member | Findings

Notes Receivable No work ]jérformed
No audit program for this area of audit

No work pefformed
No audit program for this area of audit

Benefit Payt'nént‘é‘

Parties in - No work perfdi’méd

Interest/Prohibited  No audit program for this area of audit
Transactions No identification of parties in

interest/related parties

= i%ﬁz =

Commitments &  No work perfbrniedm
Contingencies No audit program for this area of audit

“Subseqpent. performed

ariy for i

21 No 1 Limited DC401{kjy Planning & No/insufficient review of plan
Supervision documents/operations
Nofinadequate procedures on
initial/beginning balances
No/inadequate work related to

t

Investments &

Certification not consistent with plan
Investment reporting period
Transactions Inadequate testing of change in service
provider

Uncertified investments and/or
transactions not audited
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1-2 Plan Stratum

# of
Findings

EBPAQC:
Member

Audit
Scope

Review, #

¢ Area(s)

Contributions
Received &
Receivable

i

R
Participant Data &
Participant
Accounts

Corﬁpliance with
ERISA & DOL Rules

No recalculation of employer and/or
employee contributions

Inadequate testing of use of forfeitures
No contributions withheld from a bonus
and no testing to determine the propriety
of such

Inadequate testing of participant
eligibility/terminations/forfeitures
Inadequate testing of allocations to
participant accounts

Inadequate testing of participant
investment options

No reconciliation of participant accounts
to total assets

No documentation of results of inquiries
with management

No tax determination letter obtained

No evidence IRS tax compliance tests
were reviewed

Required schedules not attached/prepared W
Statement of net assets not comparative
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1-2 Plan Stratum

EBPAQC # of At

Review # Member | Findings | Scope

Audit Area(s)

Received &
Receivable

iiiie

Participant Data &
Participant
Accounts

Subsequent Events

81

Detail of Findings

No evidence of SOC1 report review
reliance

Inconsistency in risk assessment for
contributions
No/inadequate test
plai document ;
Insufficient documentation to enable re-
performance

Insufficient work related to possible late
submission of employee contributions

No/insufficient testing of payroll data
Inadequate testing of participant
eligibility/ terminations/forfeitures
Inadequate testing of allocations to
participant accounts

Inadequate testing of participant
investment options

No review of interim financial data
No documentation of results of inquiries
with management




-2 Plan Stratum

EBPAQC . Andit
Membe ings Scape

Review #

Commitments & No documentation of results of inquiries
Contingencies with management
Inadequate worl

Limited  DC 401(k)

Participant Data &  No/insufficient testing of payroll data
Participant Inadequate testing of participant
Accounts cligibility/terminations/forfeitures
Nofinsufficient testing of payroll data

Compliance with Noﬂaélé of ASC 820 fair value
GAAS & GAAP measurement disclosures
inadequate footnote disclosures

~ ‘Compliance wi
ISA & DOL Rul

Minor [tem(s): Lack of documentation of risk assessment
Internal Controls procedures
No/inadequate evidence of fraud
"brainstorming"
No review of internal control of service
provider(s)

B2



1-2 Plan Stratimm

PAQC | # of

“Member.. | Findin Audit Area(s)

Review #;

24 No 10 Full DC401(k) Internal Controls

Participant Data &
Participant
Accounts

Plan
Representations

Compliance with
ERISA & DOL Rules

33

No/madequate work regardlng ellglblltty
of individuals receiving benefits

Lack of follow-up on inconsistencies in
reporting of distributions to participants
who appear to be related partles

No/inadequate documentation of internal
control environment

No evidence of SOC1 report review
reliance

Lack of evidence to support reduction in
control risk

- provider -
: ‘,Inadequate 1d
- investment mi

Inadequate testlng of change in service
provider

B

Representatlons not appropnately
tailored to plan
Inappropriate representation letter date

Required schedules not
attached/prepared

Incorrect schedule of assets held for
investment




1-2 Plan Stratum

EBPAQC # of Audit | Plan

Member .| Findings Scope Typ Detail-of Findir

Contributions ~ No reconciliation of emp]oyer &
Received & employee contribution amounts

Receivable

: . nciligtion of dist ns
25 No 10 Full DC 401(k) No documen?ation of evaluation of

internal control
No assessment/documentation of control
risk

ransactions

Béﬁéﬁt Payrﬁents

Parties in No work performed
Interest/Prohibited  Incomplete list of parties in interest
Transactions

i
. i - e
Minor Item(s): No analytics
Planning & No evidence of supervisory review
Supervision
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1-2 Plan Stratum

EBPAQC # of Audit Plan
Member | Fiadings Scope Type

Review # Audit Area(s)

o
o

Minor .ltém?;): .
Planning &
Supervision

Plan Tax Status

ubs
Plan
Representations

85

Inadequate follow up on errors noted in
benefit recalculation testing
No testing of participant receipt

 Nofinsufficient testi

Gript b Elonar SN

prior to partner review sign

Report dated
off date
Management letter dated for date prior
to sponsor signature date

were reviewed

Unclear if determination letter was for
the plan

Eligibility period for pretax and rollover
contributions was waived but there were




1-2 Plan Stratum

# of Audit Plan .
Findings Schpe Type Audit Area(s) Detail 01 Findings
Compliance with No/inadequate footnote disclosures
ERISA & DOL Rules

No review of mternal controi of service
providers

Benefit Payments No/madequate work regardmg ehglblllty
of individuals receiving benefits
No/inadequate work regarding validity of
claims
No recalculation of benefit payments

Cormplliance with Inappropriate presentaﬁon of financial
GAAS & GAAP information on financial statements
“Inadequate footnote dlsclo ures

No documentation of pa rties in
Parties in interest/related parties
Interest/Prohibited
Transactions

Internal Controls Nofi nadequate documentatlon of internal
control environment
No assessment/documentation of control
risk
Lack of documentation of risk
assessment procedures
No evidence of SOC1 report review
reliance
SOC1 report does not cover entire
period and no work performed to
address such
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1-2 Plan Stratum

EBPAQC | Audit Plan

Review S
: Member | Findings Scope’

Audit Areaf k retail of Findings

Contributions No recalculation of émployer and/or

Received & employee contributions
Receivable No test of timely remittance of employee

contributions

Parties in ~ Nowork performed
Interest/Prohibited
Transactions

Cofﬁpiiénce with
ERISA & DOL Rules

No documentation of evaluation of
internal control

No assessment/documentation of control
risk

No/inadequate evidence of fraud

In

Benefit Payments
No list of benefit payments made
No reconciliation to trust and participant
accounts
No test of corrective distributions
No review of supporting documents &
approvals
No tracing of payment to participant's
account
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1-2 Plan Stratum

; “# of | Audit
Mem];ér’ Findings™| Scope

Agdir‘Area(s) £ Detail of Firdings

Plan Tax Status No evidence IRS tax compliance tests were
reviewed
No evidence of work performed in support
of prior year testing results which resulted
in current year return of excess
contributions

No documentation of results ofinquiries '
with management

R o seq LT
Compliance with ]ncomplete schedule of assets
ERISA & DOL Rules Participant loans not disclosed on schedule
of assets

Internal Controls ~ No documentation of SOC! report controls
relied upon
No documentation of an assessment of user

Benefit Payments Parﬁcxpant confirmations not included in
workpapers

Parties in No documentation ofpartles in

Interest/Prohibited interest/related parties
Transactions No documentation of results of inquiries

with management

38



1-2 Plan Stratum

Plan
Ty B

Detail of Findings

Commitments & No documentation of results of inquiries
Contingencies with management

31 No 9 Full DC401(ky Planning & ]QPA d[d not address the 34, 7M rollover
Supervision into this new plan in 2011

Investments & ~ No testmg of end of year asset values '
Investment No testing of investment transactions
Transactions No testing of investment income

Benefit Payments No recalculation of benefit payments
No/inadequate work regarding eligibility
No/inadequate testing of hardship/in-
service payments

SR

Parties in No documentatlon of partnes in
Interest/Prohibited  interest/related parties

Transactions No documentation of results of inquiries

WIth management

Compliance with Opinion does not extend to all
ERISA & DOL Rules  supplemental schedules

Internal coﬁ@’éﬁ@;\g
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1-2 Plan Stratum

ERPAQC
Member

Detail of Findings

Review #

Contributions No audit program for this area of audit

Received & No agreement of contributions to trust
Receivable records

No testing/reconciliation of contribution

Administrative
Expenses

adequiate fostnote disclosures
Compliance with Financial statements did not agree to
ERISA & DOL Rules  Schedule H

Inappropriate items included on the
schedule of assets

Plan Representations not
Representations tailored to plan

'P'a:rticibant Data&  No work performed
Participant
Accounts
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1-2 Plan Stratum

" EBPAQC # of Audit
Member~| Findings Scope

" No work performed

Administrative
Expenses

No work performed

No/inadequate documentation of internal
control environment

No/inadequate evidence of fraud
"brainstorming"

Nofinadequate evidence of fraud
inquiries

Contributions No testing of rollover and Roth
Received & contributions
Receivable Inadequate testing of forfeitures

s Cheip
Parties in No documentation of parties in
Interest/Prohibited  interest/related parties
Transactions

e

Compiiénce with Inappropriate preskntation of financial
GAAS & GAAP information on financial statements
Inadequate footnote disciosures

Benefit ﬁayments '

hardship/in-service payments

91



1-2 Plan Stratum

EBPAQC | «#of | Audit |~ Plan
ember | Findings, = Scope Type

Review #

Internal Controls No/inadequate documentation of internal
control environment

No documentation of evaluation of internal
control

No review of internal control of service
providers

: custodian . R - A
Contributions No test of timely remittance of employee
Received & contributions
Receivable No testing of compliance with

compensation provisions
Inadequate testing of use of forfeitures

Compliance with
GAAS & GAAP

Subsequent Inadequate evidence of review of
Events subsequent financial information
Inadequate evidence of specific inquiries

Partiéipaﬁt Data & Iﬁédequate testing of allocations to
Participant participant accounts
Accounts

ERISA & DOL Rules

92



1-2 Plan Stratom

EBPAQC

Review #
Membey

Parties in No documentation of pﬁrtles in
Interest/Prohibited  interest/related parties
Transactions

. Ndfihadeduéte'éﬁidén‘cé of fraud
brainstorming"

Participant Data &  Inadequate testing of participant
Participant investment options
Accounts

Commitments & No work performed
Contingencies

38 Yes 7 Limited DC 403b  Investments & Uncertified investments/transactions not

Investment audited
Transactions No reconciliation of investment income

to financial

stgtements
f"v{:‘ £

Participant Data &
Participant eligibility/terminations/forfeitures
Accounts Inadequate testing of allocations to

PN

or
i

93



~1-2 Plan Stratum

el EBPAQC | #of | Audit S ol Fiding
Review # Member | Findings Scope | .De(ml ol Findings
) Minor Item(s): Nofinsufficient review of plan

Planning & documents/plan operations

Supervision

Subsequent No documentatmn of results of inquiries
Events with management

Internal Controls No assessment/documentation of control
risk
No evidence of SOCI report review
reliance

Participant Data & No/msuﬁ' c1ent testing of payroll data
Participant No testing of compliance with

Accounts compensation provisions

No reconciliation of participant accounts
to tot l assets

Administrative No work pérforfned

Expenses
s

40 Yes 7 Limited  DC401(k) Planning & Nofinadequate procedures on
Supervision initial/beginning balances

No verification of balances transferred
from/to new custodian

Notes Recewéble'
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1-2 Plan Stratum

Review | ERPAQC |..#of | Audic ‘Plan
: embe findings Scope Type

T Aug'l_i_.i} Area(s)

Parties in No documentation of parties in
Interest/Prohibited interest/related parties
Transactions IQPA did not adequately and accurately
identify accounting and reporting with
_parties in interest

i

41 No 7 Limited DC401(k} Internal Controls No evidence of SOC1 report review
reliance
No documentation of an assessment of

user controls

-~ Nollisting of.outstal
No work performed
Total per financial statements was not
reconciled to total per the trust report
reconciliat ’ip nts

it

Subsequ"ent Events

, _ U plan Tax Statu f 20
42 No Limited DC lanning & No/inadequate procedures on
Supervision initial/beginning balances
No audit work on opening balances of
participant accounts
No/insufficient review of plan
documents/operation

95



12 P_l_an Stratum

= # of
Findings

Detail of Findings

e b b s
Investments & No documentation of any audit procedures
Investment on opening investment balances for initial
Transactions ~ plan audit

Contributions No test of tlmely remittance of employee

Received & contributions
Receivable Inadequate testing of use of forfeitures

Unclear how employer & employee
contributions were tested

Unclear how census data was tested for
proper inclusion/exclusion

Unclear how forfeiture amount and

Parttcrpant Data & No/rnsufﬁcrent testlng of payroll data
Participant Inappropriate reliance on SOC1 report
Accounts Inadequate testing of allocations to
participant accounts
Inadequate testing of participant
investment options
No evidence of testing opening participant
balances from plan inception to 12/31/2010

imited . DC 401 (k).

Internal Controls No ev1dence of S0C1 report review reliance

Benefit Payments No recalculatlon of benef‘ t payrnents
No/inadequate work regarding eligibility
No/inadequate work regarding validity of
claims

96



1-2 Plan Stratunt

EBPAQC # of Audit Plan
Member | Findings

Audit Area(s) Detail of Findings

Review #

__'Noflnsuﬁ'c"”'

testlng of al!(_icatlons__ to

cipant dccounts: '

: lnad uate testing: of part1c1pant
nvestm nt optlons

Compliance with Filing contamed Schedules A for welfare

ERISA & DOL Rules  benefits but there was no evidence of
review to determine whether a separate
filing should be made for a welfare plan

44 No 6 Limited DC401(k) Participant Data&  Nofinsufficient testing of payroll data

Participant No testing of compliance with
Accounts compensation provisions

Inadequate testing of participant
investment options

Minor Item(s): No review of internal control of service
Internal Controls providers
Control risk assessed at moderate/low
with no supporting documentation

4 No/inadequate work regardmg eliglbllity
of individuals receiving benefits
No testing to determine receipt of

nanc1a! statemen

45 No 6 Limited DC Internal Controls No review of internal control of service
providers
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1-2 Plan S_tr_atum

Audit " Plan

Findings Séope Ty Apdlt ArcafS): . Detail of Findings
Contributions No recalculation of mployer and/or
Received & employee contributions
Receivable

Participant Data & No/msuﬁ' cient testlng of payroll data
Participant Inadequate testing of allocations to
Accounts participant accounts
Inadequate testing of participant
investment optsons

Minor ltefn(s): No review of interim financial data
Subsequent
Events

Notes Receivable No/madéquate testlng of compliance A
with plan document

Participant Data &  Inadequate testing of allocations to
Participant participant accounts

~Accounts

Parties in’

internal Controls No documentatlon of evaluatlon of
internal control
Lack of documentation of risk
assessment procedures
IQPA did not obtain and review S0C1
report covering 6 months of the plan
year
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1-2 Plan Stratum

EBPAQC | # of Audit
Member | Findings e

Review. # Audit Area(s)

Péi‘tles in
Interest/Prohibited
Transactions

No Limited Planning & No/inadequate procedures on

Supervision initial/beginning balances

DC 401(K)

0 t

Minor lem(s): ' iﬁaaequate testiné of allocations to
Participant Data &  participant accounts
Participant Inadequate testing of participant

Accounts investment options

Compliance with [nadequate footnote disclosures
GAAS & GAAP Interest income from participant loans
not segregated from investment income
5% investment disclosure incorrectly
inclu

Parties in
Interest/Prohibited No documentation of parties in
Transactions interest/related parties

No documentation of results of inquiries
with management
o'work perfor

A Co'tln.pllahcé Wirth Noy/lack of ASC 820 fair value )
GAAS & GAAP measurement disclosures
Inadequate footnote disclosures
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1-2 Plan Stratum

Audit Plan
Type

Audit Area(s) Detail ol Findings

Contributions ]nadequate testmg of partlapant
Received & deferrals
Receivable Inadequate documentation related to

late remittances

Limited  DC401(k) No tracing of benefit payment to
participant's account

o it options
Plan Tax Status No evidence IRS tax compllance tests
were reviewed

Administrative No work performed
Exenses

were Teviewed:

'C'brril")l‘iancéwwliﬂ; ) 'Invarj'é'qvuat'e' footnote disclosures
GAAS & GAAP

100



1-2 Plan Stratum

. EBPAQ e ' : L -
Review # g ding | ) Audit Area(s) ' Detail of Findings

Me

3 - % L - i - LD A Bl i g
53 No 5 Full DC 401(k) Investments & No testing of investment transactions
Investment No testing of investment income

Mlnor Item(s)  Nofinadequate evidence of fraud
lnternal Controls "bramstormmg

Plan Tax Status No evidence IRS téx compllance tests were
reviewed

Participant Data & No/insufficient testing of payroll data
Participant Inadequate testing of allocations to
Accounts participant accounts
Inadequate testing of participant
investment options

Mmor ltem(s) Limited Scbpe audit disclosure incorrectlj(
Compliance with includes contributions and benefit
GAAS & GAAP payments

P s (114/115) : '

Internal Controls No evidence of work performed
No/inadequate evidence of fraud
"brainstorming"

No/inadequate documentation of internal
contrel environment

No assessment/documentation of control
risk

101



1 -2 Plan Stratum

EBPAQC | #of | Audit | Plan.
Member | Findings Scope Type

Audit Areafs) 74t Detail of Findings

Administrative No work perfo‘rmed
Expenses

Parties in
Interest/Prohibited
Transactions

Compli'alnce with
ERISA & DOL Rules

Participant Data & Inadequate testing of allocatlons to

Participant participant accounts

Accounts Inadequate testing of participant
investment options
No reconciliation of participant accounts
to total assets

Compliance with Un51gned !QPA report
ERISA & DOL Rules  Limited scope audit incorrectly applied

Part1c1pant Data & ]nadequate testmg of allacatlons to
Participant participant accounts
Accounts

ransactlon‘

Administrative Inadequate work “
Expenses
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.1-2 Plan Stratum

Revie EBPAQC .. :
L;& v ; N F"‘dmg_ cone - Audit Arcais) etail of Findingsm

Participant Data&  No testing of compliance with
Participant compensation provisions
Accounts Inadequate testing of allocations to
participant accounts
Inadequate testing of participant
investment options
No reconciliation of participant
~accounts to total assets
No:evidence IRS

: e o t S WETe reviey
60 Yes 3 Limited DC401(k) Participant Data& Inadequate testing of allocations to
Participant participant accounts
Accounts No reconciliation of participant

.

i 5 R Fra
Minor Item(s): No documentation of parties in
Parties in interest/related parties

Interest/Prohibited
Transactions

P

62 No 3 Limited DC Investments & Audit workpapers did not contain the
Investment certification .
Transactions Certification obtained was dated

3/21/14, subsequent to audit report
_ date of 10/5/12
~ Norecaleulati




1-2 Plan Stratum

|-EBPAQC | # of Audit =
- Member | Findings Scope

Minor ltem(é): No evidence of SOCI hreport review
Internal Controls reliance

. were feviewed, L

Ful DC Contributions No test of timely remittance of employee
Received & contributions

~ Receivable '

Administrative
Expenses

Parties in X No work performed
Interest/Prohibited

Transactions

liance with
DOL Rules

s %g

(kj

Supplemental schedules not referenced
in paragraphs 1 and 3 of audit report

Minor Item(s): Inadequate footnote disclosures
Compliance with
GAAS & GAAP
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1-2 Plan Stratum

EBPAQC # of Adidit Plan
Member | Findings Scope Type

Review #

Compliance with {PG contract of $4.5M excluded from the
GAAS & GAAP financial statements
Lack of consideration of report
modification for significant uncertainty
for rehabilitation plan to avoid
insolvency
Inadequate footnote disclosures

Participant
Accounts

Investments &
Investment
Transactions

| e e e T AT

Limited Compliance with Inadequate footnote disclosures
GAAS & GAAP Incomplete schedule of assets
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3-5 Plan Stratum

EBPAQC # of Andit Plan

Review . g
! Member | Findings: | ~Scope Type

Audit Area(s) ' Detail of Findings

Investments &

Investment

Transactlons
Cdntrlbutlons

B _Inadequate testlngo __use offorf tures
Benefit Payments No/inadequate work regarding e]lglblllty
of individuals receiving benefits

No recalculation of benefit payments

Parties in
Interest/Prohibited
Transactions

[nadequate documentation - unable to
determine accounting records or data
reviewed, with whom inquiries were

made and result of suchvmqumes

Compliance with Incomplete audit report attached to Form
ERISA & DOL Rules 5500

Schedule of assets did not indicate parties
in interest
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3-5 Plan Stratum

EBPAQC # of Audit Plan
Member | Findings Scope Type

Review # _

Audit Area(s)

Plan Tax Status Tax compliance testing was for 2010, not
2011, and impact was not posted nor
accumulated in the summary of
uncorrected misstatements

mitme

ontinge | | o]
Plan Inappropriate representation letter date
Representations Representaticns not appropriately

tailored to plan

(114, o *
Internal Controls No assessment/documentation of control
risk

Lack of documentation of risk

Notes Receivable No work performed
No/inadequate testing of compliance
document

Benefit Payments

I ~No work performed
Data & 0 work p “

Pafit No work performed

Parties in No work performed

Interest/Prohibited

Transactions
ait Tax St

Administrative
Expenses
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3-5 Plan Stratum .

EBPAGC # of Audit Plan
| Findings Scope Type

_Au_di Area(s)

“'Corhpiliance‘ with Inappropriate reference to certifying
ERISA & DOL Rules  entity

Incomplete schedu[e of assets
. e

e Insuff' c1ent analyt alpr
Investments & Insufficient work performed
Investment
Transactions

Benefit Payments lnapproprlate reliance on SOCI report
No/inadequate work regarding validity of
claims
IQPA did not identify inconsistency in
COBRA contributions and the lack of
reporting of dental and vision claims
nadequate worl
nappropriate presentatron of financial

Comphance with
GAAS & GAAP information on financial statements

Report not modified for lack of ERISA
hedules

Minor [tem(s) lnadequate testmg of partlc:pant

Participant Data eligibility/terminations/forfeitures
Inadequate resolution and conclusion on
errors noted

Parties in No disclosure of prohibited transactions
Interest/Prohibited  in notes to financial statements
Transactions Inadequate documentation regarding

large claims for a related party to
support conclusion

Administrative Inadequate work
Expenses
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3—5 Plan Stratum

EBPAGC # of Plan

Review # : ran
Member | Findings |* " Scope lype

Detail of Findings

4 No 13 Limited  DC401(k) Planning & No/lack of lack of evidence of audit
Supervision planning
No/insufficient review of plan
documents/plan operations
No evidence of required communications
{114/115)
inadequate supervision/untimely partner

Investments &
Investment

Transactions
s Receivabl

Contributions " No test of timely remittance of 'émployee v

Received & contributions
Receivable No testing of compliance with

compensation provisions

Inadequate reconciliation of
contributions received and receivable
Inadequate resolution of variance in
deferral percentages and participant

; s e
Participant Data&  No/insufficient testing of payroll data
Participant Inadequate testing of participant
Accounts eligibility/terminations/forfeitures
[nadequate testing of allocations to
participant accounts
Inadequate testing of participant
investment options
No reconciliation of participant accounts
to total assets
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_3—5 Plan Stratum

EBPAQC # of Audit
Member | Findings Scope

Review # Detail of Findings

Plan Tax Status Incorrect tax determlnatlon letter

Plan document is outdated

Footnotes did not match plan document
Footnotes did not address tax
uncertamtles B

lnadequate work
No re\new of 1nter|m f'nancnal‘data

'Complianee with No/lnadeqoate footnote disclosures
ERISA & DOL Rules  Delinquent employee contributions not
re orted/dlsclosed

Investments & Audit workpapers clld not contaln the

[nvestment certification

Transactions Inadequate testing of change in service
provider

No comparison/reconciliation of certified
income to amount reported on financial

Benefit Payments No/lnaclequate work regardmg ellg:blllty
of individuals receiving benefits

No recalculation of benefit payments
Inadequate work regarding participant
receipt

: .Part1c1pant
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3-5 Plan Stratum

Detail of Findii

Findings

Plan Tax Status IRS determination letter was not reviewed
or which was for the correct plan
Inconsistent documentation regarding
compliance tests
No documentation of results of inquiries

_with mana ement -

Subsequent Events lnadequate work
Insufficient documentation of inquiries
and procedures performed

Minor Item(s):  Nofinsufficient audlt program
Planning & Ineffective analytics did not identify
Supervision potential misstatements

Partner srgnoffs after audit report date

Administrative
Expenses i

6 Yes 12 Full DB Planning & Nofmsuﬂ" cient review of plan
Supervision documents/operation
No evidence of IQPA consideration of plan
termination in planning audit procedures
for a liquidation basis for investments and
accumulated plan benefit obhgatlons

No verrficatlon of ex1stence of

Investments &

Investment investments, IQPA relied on SOC1 report
Transactions IQPA did not address liquidation basis for
non-marketable securities and insurance

contracts

Benefit ‘Payments‘ l No recalculation ofbeneft payments
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3-5 Plan Stratum

Audit Area(s) Detail of Findings

Participant Data IQPA did not obtain or evaluate any
census data based on the premise that

an actuarial report did not need to be

obtamed fora termmated plan

Parties in
Interest/Prohibited
Transaction§ _

S.lhlbsequewnt Events IQPA did not obtain ewdence of complete '
I:qmdatlon of the pIan by 7/25/12

Compllance w1th ' Audit worl(papers did not document
GAAS & GAAP sufficient appropriate audit evidence to
support the unqualified opinion

Internal Controls No/madequate documentatlon of internal
control environment
No review of internal control of service
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3-3 Plan Stratun

# of Audig Plan
r | Findings Scope Type

Auddit A

Parties in No documentation of parties in
Interest/Prohibited  interest/related parties
Transact]ons Inadequate work

Commitments &
Contingencies

Contributions No recalcufatlon of employer and/or
Received & employee contributions
Receivable No test of rollovers for compliance with

Participant Data& No testmg of comphance with
Participant compensation provisions

Accounts Inadequate testing of allocations to
participant accounts

Inadequate testing of participant
investment options

No reconciliation of participant accounts
to total assets
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3-5 Plan Stratum

EBPAQC | #o Audit 7" Plan oL

Member | Findings ope Type Audit A“’?‘(S
Minor Item(s): No/lack of evidence of audit planning
Planning & No/insufficient review of plan
Supervision documents/operations

No preliminary analytics with
__expectations documented -

9 No 11 Full DC - Planning & Nofinsufficient review of plan
Supervision documents/operations
No evidence of required communications

(14/115)

“Investments & Insuﬁ' c1ent work pelformed
Investment No testing of investment transactions

Transactlons No testmg of 1nvestment lncome
..... — . el
ble  Noyirds

Contributions ~ No recalculation of employer and/or
Received & employee contributions
Receivable No test of timely remittance of employee

contributions

No testing of compliance with
compensation provisions

No schedule of contributions received &
recelvable

PaVrtles ih
Interest/Prohibited
Transactions

Administrative
Expenses

Pian o A Represénfatibns not appro'pri'étely
Representations tailored to plan
nadeguate representatlons




3-5 Plan Stratum

#of

S - Detail of Findings
Findings Scope ' -

" Review #

Internal Controls No/madequate documentation of internal
control environment

No assessment/documentation of control
risk

Lack of documentation of risk
assessment procedures

No/inadequate evidence of fraud
inquiries

No SOC1 report review, reliance, or test
of user controls

Benefit Payments No/madequate work regardmg ehglbtl[ty
of individuals receiving benefits
No/inadequate work regarding validity of
claims

No reca]culatlon

No/madequate testing of [BNR
No testmg of insurance premlums paxd

No evidence IRS tax compliance tests
were reviewed

No work performed other than obtaining
an IRS determination letter

AR
Compliance with No/lack of ASC 820 fair valye

GAAS & GAAP measurement disclosures
Inadequate footnote disclosures
Compliance with Required schedules not

ERISA & DOL Rules  attached/prepared
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3-5 Plan Stratum

# of Audit  |¢ Plan
Findings 5 - Type

Audit Area(s) . Detail of Findings

Internal Controls  Lack of documentation of I']Sl(
assessment procedures
No SOCT report bridge letter

©Notes Receivable

S e i tan d{e}(’:ument
Contributions No recalculation of employer and/or

Received & employee contributions
Receivable No testing of compliance with

comnpensation provisions

rfei

LIRS

' Part1c1pant Data & Inadequate work performed most
Participant standard participant data substantive
Accounts audit procedures not performed

' Comphance w1th Inappropnate presentaﬂon of fi nanclal
GAAS & GAAP information on finandial statements
lnadequate_ footnote di closures

12 No 11 Limited DC401(k) Planning & No evidence of required communications
Supervision {114/115)

Inadequate supervision, partner review

completed after report date
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3-5 Plan Stratum

Plan
Type

Audit Arca(s} ' Detail of Findings

Participant Data & Nofinsuffi c1ent testing of payroli data
Participant Accounts  Inadequate testing of participant
eligibility/terminations/forfeitures
Inadequate testing of participant
__investment options

s

Inappropnate representatlon letter date
Representations Representation letter was not on
letterhead of the plan or plan sponsor
and signer only identified as "office
manager" who is also the signer as plan

Minor Itelﬁfs): ' No/madequate work regardlng

Benefit Payments eligibility of individuals receiving
benefits

No evidence of testing of receipt of
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3-5 Plan Stratuin

EBPAQC #of Audit
Member | Findings Scope

Review # Detail of Finding

Internal Controls No/madequate documentatlon of internal
control environment
No assessment/documentation of control
risk
No/inadequate evidence of fraud
"brainstorming"
Nofinadequate evidence of fraud

Parties in No documentatlon of results of i mqumes
Interest/Prohibited  with management
Transactions

Commitments &  No documentatlon of results of mqu:rles
Contingencies with management

Subsequent Events No documentation of results of inquiries
with management
No review of i lntenm financial data
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3-5 Plan Stratum

Review # | =17 g it "Plﬂ" Detail of Findings
: ndings C . Type b :

Internal Controls No documentatlon of evaluation of
internal control
No assessment/documentation of control
risk
No/inadequate evidence of fraud
inquiries
No evidence of SOCI report review
reliance
IQPA did not identify and document all

Benefit Payments No w worl( performed
nlnapproprlaterehance__on SOCI report

F

Parties in Inadequate work
Interest/Prohibited No documentation of parties in
Transactions interest/related parties

Compliance with Form 5500 ﬁnanuél"lnformatlon did not
ERISA & DOL Rules  agree with auditor's report
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3-5 Plan Stratum

EBPAQC _ - Audit Plan
Member | Findings Scope Type

Review # Audit Arca(s)

Xpectations . .7 L s T
No assessment/documentation of control
risk
No identification of significant audit

e
Contributions
Received & employee contributions
Receivable No testing of compliance with

compensation provisions

No testing of rollovers for compliance

with plan document
formed

Participant Data &  No/insufficient testing of payroll data
Participant No testing of compliance with
Accounts compensation provisions
Inadequate testing of change in service
provider

Inadequate testing of allocations to
participant accounts
Inadequate testing of participant

Commitments & No work performed
Contingencies

~Tmited

TEL PO i . ;
Contributions No test of timely remittance of employee
Received & contributions
Receivable IQPA did not identify and conclude on

effects of errors in contributions
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3-5 Plan Stratum

~ EBPAQC # of Audit Plan

- Revi : . .
eview # | Member Findings | Scope Type

Audit Area(s) Detail of Findings

Parties in No/madequate evidence of con51derat10n

Interest/Prohibited  of effect of prohibited transactions/party
Transactions in interest transactions on financial
statements

No documentation of results of inquiries

Admlir‘listrative
Expenses

' Campiiance with Delinquent employee contrlbutlons not
ERISA & DOL Rules  reported/disclosed

Limied

No review of internal control of service
providers

Notes Receivable No/madequate testmg of compl:ance
with plan document
No testing of delinquent loans
No testlng of transfer to another

Benefit P Payments No work perfofmed
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3-5 Plan Stratum

RE\.J.i ew #

Compliéncé with nappro‘p'rlat'e preséntatlon of financial
GAAS & GAAP information on financial statements
Report not modified for lack of ERISA

18 Yes 9 Limited DCA401(k) Planning & No/insufficient review of plan
Supervision documents/plan operations

No materiality determination
inary analytlcs

Ng@gﬁrellm

Contributions uNo recalculation of employer and/or
Received & employee contributions
Receivable

[nadequate testing of part|c1pa
1'nvestmen optaons :

Part'i'eksk n
Interest/Prohibited
Transactions

| No work performed

Commitments &
Contlngenﬂes

: o s LRIt e AR H el
Plan Unsigned plan representation letter
Representations Inadequate representations,

approxmately ]0 total representations

Internal Controls No documentatlon o evaluatlon of
internal control
No assessment/documentation of control
risk
Nofinadequate evidence of fraud
"brainstorming"
No evidence of SOC1 report review
reliance
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3-5 Plan Stratum
EBPAQC | #of | Audit

Review # o Detail of Findings
Member | Findings Scope ) g
0 eceiv: o work: perfor 1
Contributions No test of timely remittance of employee
Received & contributions
Receivable Inadequate testing of use of forfeitures

pproprlate reIlance on SOCI report

Part;cxpant Data & No/msufﬁcient testmg of payroll data

Participant Inadequate testing of

Accounts eligibility/terminations/forfeitures
Inadequate testing of allocations to
participant accounts
Inadequate testing of participant

mVestment options
‘No:do ntation of partles
related parttes

]nadequate work
No evidence IRS tax compliance tests
were reviewed

DC Planning & Ne evidence of required communications
401(lg  Supervision (114/115})
No documentation of determination of

Limited

Commitments &
Contingencies

Minor Item(s): No/inadeqtjate testing of compliance
Notes Receivable with plan document

123



3-5 Plan Stratum

w LEBPAQC # of Audit

i : Detail of Findings
Member | Findings Scope : °

Internal Controls No/madequate documentation of internal
control environment

No assessment/documentation of control
risk

No evidence of SOC1 Report review
reliance

Noflack of documentation of risk
assessment_procedures

o U employee reco
Participant Data &  No/insufficient testing of payroll data
Participant Inadequate testing of allocations to
Accounts participant accounts

Inadequate testing of participant
1nvestment optlons

22 No 9 Full DC 401(k) lm:ernaf Controls No/inadequate documentation of internal
control environment
No assessment/documentation of control
risk
No documentation of an understanding
& operation of the 5 elements of internal
control

Notes Receivable No/inadequate testing of compliance
with plan document
No testing of loan documents
No testing of loan interest
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3-5 Plan Stratum

EBPAQC #of
Meniber | Findings

Detail of Finding;

Parties in
Interest/Prohibited

' Commitfnents &
Contingencies

Minor ltem(s) ' Althoﬁuyg‘h classified as immaterial, no
Administrative other work performed
Expenses

n i 3 2 4 ikl b 4 B
Investments & No testing of end of year asset values
Investment No testing of investment transactions
Transactions No testing of investment income

No documentation of work performed
lated to cash accounts

Beneﬁt Payments No/lnadequate work regarding
eligibility of individuals receiving
benefits

No recalculation of benefit payments
No/inadequate work regarding
forfeitures

No tracing of payments to individual
participant accounts

No evidence of tests of participant
receipt

No work perfo

Partiesin No documentation of parties in

Interest/Prohibited  interest/related parties
Transactions No audit program for this area of audit
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3-5 Plan Stratum

EBPAQC | #of | Audit |-
Member | Findings |~ Scope

Review #

Commitments & No documentation of results of
Contingencies inquiries with management
No audltl_program for thls area of audit

24 No 8 Limited DC401(k) Planning & No ewdence of requ1red
Supervision communications (114/115)
Incorrect engagement letter
Partner did not participate in team
. 'brainstorming" discussion

i

Contributions No recalculation of employer and/or
Received & employee contributions
Receivable No testing of compliance with

Participant Data & No/insufficient testmg of payroll data
Participant Inadequate testing of

Accounts eligibility/terminations/forfeitures
Inadequate testing of allocations to
participant accounts

Inadequate testing of participant
mvestment optlons

Plan ' Inadequate representatlons
Representations Representations not appropriately
ta:lored to p!an N

" Gompliance w1th"

126



3-5 Plan Stratum

EBPAQC # of Andit Plan
Meniber | Findings Seope Type

Audit Area(s) Detail of Findings

Revie!__a_f #

Contributions

Received & compensation provisions

Receivable Inadequate testing of use of forfeitures
Inadequate follow up and conclusion on
variances
IQPA did not recognize untimely
cﬂgntribut_ilonsv

-
SN

1 !.'Cll

Parties in

Interest/Prohibited  of effect of prohibited
Transactions transactions/parties in interest on
financial statem

&5

ents
elinquent emp

sitplarice with
RISA & DOL Rul

Minor ltems); No/inadequate testing of compliance
Notes Receivable with plan document

No evidence of determination of
delinquent loans that should be reported

Limited  DC 401(k)
control environment
No/inadequate evidence of fraud

Participant Data &
Participant Inadequate testing of allocations to
Accounts participant accounts
No reconciliation of participant accounts
to total assets

127



3-5 Plan Stratum

EBPAQC | # of Audit Plan
Member . | Findings Scope Type

Review #

Transactions.
Compliance with

[nvestments &
Investment

Transactions

Accotints
Parties in

Transactions

ERISA & DOL Rules  reported/disclosed

'Complia‘nce with
GAAS & GAAP

Interest/Prohibited interest/related parties

Delihquent employee contributions not

reported/disclosed
Inadequate footnote disclosures

Tt :
No/inadequate testing of compliance with
plan document
No testing for determination of
delinquent loans that should be reported
_as deemed distribution

Certified investment income does not tie
to the financial statements and there was
no documentation of a reconciliation of

th i

Audit program steps marked "n/a" with no

explanation of why

Minor Item(s):

Contributions

Received &
Receivable

R ad

il i
No audit evidence of testing of rollover
contributions




3-5 Plan Stratum

Audit - Plan

Review N Detail of Findin
. indings Scope _
Parties in No documentation of results of inquiries
Interest/Prohibited  with management
Transactions

Subsequent Events No documentation of results of 1nqu1nes “
with management

Participant Data & Failure to test compllance w1th plan

Participant compensation provisions

Accounts Inappropriate reliance of SOC1 report
Inadequate testing of allocations to
participant accounts
No reconciliation of participant accounts
to total assets
Inadequate testing of employee
authorlzatlons for deferral amounts &

] M’”or ltem(s)

Administrative Inadequate work
Expenses

Participant Data &  Inadequate testing of
Participant eligibility/terminations/forfeitures
Accounts Inadequate testing of allocations to
participant accounts
Inadequate testing of participant

Administrative
Expenses
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3-5 Plan Stratum

EBPAQC | .# of Audit

Review # ber | Findings | Scope

Au'dit'Area(s) - Detail of Findings

Minor Item(s): Incomplete list of parties in interest
Parties in

Interest/Prohibited

Transaction

Commitments &
Contingencies

32 No 5 Limited DC401(k) Internal Controls No/inadequate documentation of internal
control environment
No/inadequate evidence of fraud
"brainstorming"

Participant Data & No testmg of comphance w1th
Participant compensation provisions
Accounts

Administrative

Ex __E_nses

Minor lter;i(s): “ Audlt Workp.apers did not mc]ude a copy

Contributions of the executed plan amendment in
Received & support of the suspension of the
Receivable employer safe harbor matching

contrlbutlon

Parties in Inadequate consideration of

[nterest/Prohibited  prohibited/party in interest transactions

Transactions due to suspension of the employer safe
harbor match where a copy of executed
plan amendment was not obtained
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3-5 Plan Stra_tmn

" EBPAQC o ~ Plan

Review 3 Member | Finding ] Type -+

Audit Area(s)- : Detail of Findings

Inadequate testing of
eligibility/terminations/forfeitures

Administrative
Expenses
el 3

ey o ‘ umujatéd 'pilan b eﬁtsl‘ ‘
Compliance with Plan failed to report on the liquidation

GAAS & GAAP basis of accounting and the IQPA failed
to evaluate and/or report on this

departure from GAAP

Participant Data&  Inadequate testing of allocations to

Participant participant accounts

Accounts Inadequate testing of participant
mvestment optlons

Administrative

Health

No review of internal contro! of service
prowders

nadequate work

Admlmstrativé
Expenses
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3-5 Plan Stratun

EBPAQC . #of Audit Plan
Member - ZFindings Scope Type

Audit _A:‘ o

Kevi ew#

& No/madequate testlng of comphance
with plan document
_No, llstlng of‘outstandln

loans

Comphance with Nc;/l;ck of ASC 820 fair value
GAAS & GAAP measurement disclosures
Inadequate footnote dlsclosures

38 No 5 Limited  DC401(k) Internal Controls No/inadequate documentation of internal
control environment
S0C1 report does not cover last 11
_ months of the plan year

Unclear how premature istribution was
tested for compliance with ERISA, how
vesting of terminated participants was
tested, and why an apparent deficient
pay-out computation did not result in
expansion of audit testing
Inadequate
consideration/communication of internal
) control deficienci

Benefit Payments

Plan Tax Status No ewdence IRS tax compliance tests
were reviewed
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3-5 Plan Stratum

Detail of Findings

Participant Data&  [nappropriate reliance on 50C1 report
Participant Inadequate testing of allocations to
Accounts participant accounts

Inadequate testing of participant
mvestment optlons

Administrative No work performed
Expenses Area classified as immaterial but no

40 No 5 Limited Health ]nvestments & Certifying entity does not qualify for
Investment limited scope

Transactions

Administrative
E

sentations™ . 40 o0 o |
Compllance with Failure to refer to supplemental info.
GAAS & GAAP {e.g., ERISA requ1red schedules)

Participant Data & No/insufficient testlng s of | payro[l data
Participant

Accounts

Shbsequent Events Inédéqdé;ce work

Contributions No testing of contributions receivable
Received &
Receivable
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3-5 Plan Stratum

- Audit ‘Plan
Findings |

Audit Area(s)

Parties in No work performed
Interest/Prohibited
Transactlons

i

Participant Data & Inappropnate rellance on SOCl report
Participant Inadequate testing of allocations to
Accounts participant accounts

Inadequate testing of participant
mvestment options )

Colm'plian‘c‘e with iocompiete schedule of assets
ERISA & DOL Rules

Participant Data & No/1nsufﬁc1ent testing of payroll data
Participant Inadequate testing of allocations to
_ Accounts part1c1pant accounts

Nollack ofASC 82‘0‘ fair vaioe
measurement dlsc]osures

) Compli‘an‘ce with
GAAS & GAAP

'Contnbutlons " No test of tlmely remittance of employee

Received & contributions
Receivable
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3-5 Plan Stratom

# of Audit
ndings Scope

Audit Area(s) L Detail of Findings

Compliance with No/lack of ASC 820 fair value

GAAS & GAAP measurement disclosures
Limited scope audit inappropriately
applied
Opinion does not contain the

apEmErlate language

Comipkliance with Inadeuuate or incorrect footnote
GAAS & GAAP disclosures

Plan Tax Status Inadequate work
No documentation of results of inquiries
with management
No evidence of review of IRS compliance

Alnadeuuate‘work

Commitments & No documentation of results of inquiries
Contingencies with management

Subsequent Events Nowork perfornied
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3-5 Plan Stratum

Audit Plan
Findings Scope Type

Auglit Area(s) ' Detail of Fimlings

t testing of payroll data

No/lack of ASC 820 fair value
measurement disclosures

No FAS 165 subsequent events
disclosure

Inadequate footnote disclosures

t st -

of
of deemed distibutions
Contributions No recalculation of employer and/or
Received & employee contributions
Inadequate work on receivables
sting o

Accounts
Contributions
Received &
Receivable
efit Pa

Limited

DC 401(K)

Participant Data & ‘
Participant participant accounts
Accounts inadequate testing of participant

investment options

No reconciliation of participant accounts
to total assets
“Certifying entl

E Hon
Minor Item(s):
Participant Data &
Participant
Accounts

Nofinsufficient téstmg of péyrdl] data
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3-5 Plan Stratum

EBPAQC | - Audit
Member Scop

Review #

No/Inadequate assessment of control risk
Lack of documentation of risk

54 No 3 Limited  DC401(k) Internal Controls

Administrative
Expenses

ontributic
eceived &
»-Recejvable

ot b

Plan Tax Status No evidence IRS tax compliance tests '

i

No review of internal control of service
rovider(s)

56 No 2 Limited DC401(k) Internal Controls

Minor Item(s): Unclear documentation regarding review
Contributions of timely remittance of employee
Received & contributions

Receivable
‘Participant Data
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3-5 Plan Stratum

EBPAQC | - # of Audit
Member: | Findings Scope

Review. # Detail of Findings

59 No 2 Limited DC Compliance with Failure to present benefit responsive

GAAS & GAAP insurance contract at contract value and

make necessary footnote disclosures
{rép

DC 401 ®

o __;Imadequate footnote dis
Health Administrative No work performed
Expenses

S : 4 Transacti :
62 Yes 2 Limited DC401(k} Contributions No test of timely remittance of employee
Received & contributions
Receivable

Plan Tax Sta

63 Yes 1 Full DB Compliance with 0
GAAS & GAAP statements

Auditor did not report on prior year

financial statements presented

B Lo RN ekt it 2 ; i S R "
65 No 1 Full DB Investments & No testing of end of year asset values
Investment No testing of investment transactions
Transactions No testing of investment income
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6-24 Plan Stratum

EBPAQC #of Audit =} :Plan
Member | Findings | Scope Type

Review #

Internal Controls

” Plan Tax Status

Administrative
Expenses

Compv)vlién'ce with
GAAS & GAAP

139

reliance

' Benefit Paymerﬁ':sw

No evidence IRS tax compllance tests
were reviewed

' ‘lnéﬁﬁfbbfiate presentéﬁon of financial

Detail of Findings

No/lnadequate documentation of internal
control environment

No assessment/documentation of control
risk

No documentation of evaluation of
internal control

No evidence of SOC1 report review

No/madequate work regardmg ehglblhty
of individuals receiving benefits
Nofinadequate testing of hardship/in-
service payments

No/inadequate work regarding validity of

information on financial statements
Participant loan interest and
administrative fees not separately
disclosed on financial statements




_6-24 Plan Stratum

EBPAQC :| :'# of Audit

Review # .
Member 3 Scope

Audic Area(s) ~ Detail of Findings

2 No 13 Limited DC 403b  Planning & No/1nsuff'c1ent review of plan
Supervision documents/plan operations

No evidence of required

commumcat;ons (J 14/115)

No wbrk performed
No/inadequate testing of compliance
with plan document

Benefit Payments Nofinadequate work regarding
eligibility of individuals receiving
benefits
No testing for compliance with plan
document
No testlng of posting of disbursement

Parties in “No work performed
Interest/Prohibited No documentation of parties in
Transactions 1nterest/related partles

Administrative
Expenses

" hComp]iance with No/lack of ASC 820 falr value
GAAS & GAAP measurement disclosures
5% investment disclosure note is for the

140



6-24 Plan Stratum

Detail of Findings

Minor Item({s): Representations not appropriately
Plan Representations tailored to plan

Notes Receivable No work performed
No audit program for this area of audit

Participant Data & No/insufficient testmg of payroll data
Participant Accounts  [nadequate testing of allocations to
participant accounts
Inadequate testing of participant
investment options
No reconciliation of participant
aecounts to total assets

PlanTax Status ~ No work performed

' Subsequent Events  No documentation of results of
inquiries with management
Inadequate work

Minor Item(s): No/lnadequate work regardmg
Benefit Payments forfeitures
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6-24 Plan Stratum

EBPAQC # of Audit

et
eview # Member | Findings Scope Type

Audit Area(s

Internal Controls

Int'EJ‘est/Prohlbligéd
. Transactto §om
Administrative
Expenses

Compliance with
ERISA & DOL Rul

Contributions
Received &

Receivable

“reliance

. Wi :
No testmg of employee w1thhold1ngs

Participant Data &
Participant
Accounts

comphance w1th plan docurnent
: i i

Deta;l of Findings

No/:nadequate documentatlon of
internal control environment

No assessment/documentation of
control risk

No evidence of SOC1 report review

for authorization
Inappropriate reliance on $GC1 report
Inadequate testing of allocations to
participant accounts

Inadequate testing of participant
investment options

No reconciliation of participant

total assets

No recalculation of emp]oyer and/or
employee contributions
No testing of rollovers into plan for

TEET
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6-24 Plan Stratum

EBPAQC | Audit Plan

Review, # : SN
Member | Findings Scupe

Audit-Area(s} - Detail of Hindings.

Notes Receivable No/madequate testlng of comphance
with plan document
Certification did not cover loans - no
testing done on ending values or
payments made dunng the  year

No/madequate work regardmg ehglbtltty
of individuals receiving benefits
No recalculation of benefit payments
No/inadequate work regarding
forfeltures

Parties in No documentation of parties in
Interest/Prohibited  interest/related parties

Transactions No documentation of results of inquiries
w1th management

Compliancé'With Inappropnate présentation of financial

GAAS & GAAP information on financial statements
lnadequate footnote dlsclosures

o =

Plan Tax Status No evidence IRS tax compliance tests
were reviewed
No tax uncertainty footnote disclosure
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6-24 Plan Stratum

EBPAQC #of Audit’

eview # . S .
) _ Member: | Findings, Scope

Audit Area(s)

Detail-of Findings

6 Yes 10 Limited DB Planning &
Supervision

Benéh't‘l"ay‘rher‘lt;

7 Yes 10 Limited  DC 401(k} Internal Controls

144

4N0/1ﬂnadec‘|uate work regarding ellglblllty

XNo testmg of recei

No/msuﬂ' c1ent testing of census data

No assessment/documentatlon of control

No/insufficient review of plan
documents/operations

No/inadequate assessment of fraud risk
No evidence of required communications
(114/115)

of individuals receiving benefits
No recalculation of benefit payments
icipants

No assessment of specialist's
qualifications

No review/assessment of specialist's
assumptions

risk

No/inadequate evidence of fraud
inquiries

No evidence of SOC1 report review
reliance




6-24 Plan Stratum

EBPAQC | # of Audit
Member - | Findings | *Scope

Parties in
Interest/Prohibited

Supe Gt e e
Contributions No testing of rollover contributions for
Received & compliance with plan document

Ingen ;

(k) Planning & No/inadequate procedures on
Supervision initial/beginning balances

No/inadequate work related to

predecessor auditors

No evidence of required communications

(114/115)

Inadequate evidence of partner

involvement/review

No evidence that $1M insurance contract

documentation was obtained and

reviewed for disclosure and accounting

tre

DC 401

8 No 10 Limited

Plan Mérgers &
Terminations on subsequent events/pending
dissolution of the plan
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6-24 Plan Stratum

EBPAQC | . # of
Member - Findings

Audit Areafs) “ Detail of Findings

' R::"{riew #

Minor Item(s): Presented as investments on the plan's
Notes Recejvable financial statements and in the ASC 820
fa:r value measurement dlSClOSUFES

.PE‘l]'tIES m

No documentatlon of partles in
Interest/Prohibited  interest/related parties
Transactions No evaluation of omission of party in

interest disclosure in the financial

statements

“Plan - - Inconststent representatlons regardlrrg
Representations tax compliance testing and intention to
dissolve plan in 2012

» weimadequatew&sessm ent.of
Internal Controls No assessment/documentation of control
risk
Neo/inadequate evidence of fraud
“brainstorming"
No review of internal control of service
providers
No evidence of SOC1 report review
reliance

' Contributions "~ Failure to test rollovers to the plan
Received &
Receivable
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6-24 Plan Stratum

EBP, # of Audit
Findings Scobe

Review #

Parties in No documentation of results of induiries
Interest/Prohibited  with man agement
Transactions

Internal Controls No/madequate documentatlon of
internal control environment
Lack of documentation of risk
assessment procedures
Nofinadequate evidence of fraud
"brainstorming”
No/inadequate evidence of fraud

es

: N'otes Receﬁ%‘ble 8

| Contnbutlons ~ No reca!culatlon of employer and/or
Received & employee contributions
Receivable No test of timely remittance of employee

contributions
No testing of compliance with

Partlcihpant Data &
Participant
Accoum:s

Comp]iance with Inappro'pri”atexp‘rééent“élti"c'm‘ of financial
GAAS & GAAP information on financial statements
Inadequate footnote disclosures
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6-24 Plan Stratum

EBPAQC | Audit Plan
Member | Findings | Scope Type

Review #

Audit Areafs) Detail of Figdings

- & K i o d B g LY 5 fi“m- S .
11 Yes 9 Full DC 401(ky Planning & No/insufficient review of plan

Supervision documents/plan operations
No/madequate assessment of fraud risk

Investments & No testmg of assets transferred from the

[nvestment plan
Transactions No/inadequate testing of change in

service provider
No testlng of i investment transactions
'- ¥

Contributions No reca]culatlon of employer andfor
Received & employee contributions
Receivable No test of timely remittance of employee

contributions
No testing of compliance with
compensatlon provrsrons

]

Parties in ' ”No ddcumentation of parties in

Interest/Prohibited interest/related parties
Transactions No documentation of results of inquiries

thﬂ management

Compllance w1th
ERISA & DOL Rules

Internal Controls No/madequate documentation of mternal
control environment
No documentation of evaluation of
internal control
No assessment/documentation of control
risk
No/inadequate evidence of fraud
"brainstorming"
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6-24 Plan Stratum

Eﬁ:?AQC # of Audit Plan

Review # indi
yew Member | Findings | Scope Type

Audit Area(s) _"__eiail of Findings

Partlapant Data & Inadequate testmg of allocations to
Participant participant accounts

Accounts No reconciliation of participant accounts
to total assets

No e\ndence IRS tax comphance tests
were rewe_wed

Mlnor Item(s): No/madequate testmg of compl:ance
Notes Receivable with plan document
First year audit, no testing of detail at
mdlwdual part1c1pant level

13 No 9 Limited  DC401{k) Planmng & No/iack of lack of ev1dence of audit
Supervision planning
No/inadequate assessment of fraud risk

No work performed
Noere "aléifiatlon 0

Benefit Payments No recalculatlon of benefit payments
No/inadequate work regarding eligibility
No/inadequate work regarding
forfeltures
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6-24 Plan Stratum

' 'E'BPAQC : | Audit Plas

Review # . P it Areals ~" Detail of Findings
| Meinber Scope Ty Audit Agea(s) tail of Finding
Parties in No documentation of parties in
Interest/Prohibited  interest/related parties
Transactions No documentation of results of inquiries

with management
No procedures performed to verify major
areas with parties m 1nterest

Contributions R Recelvables mappropnately'accrued

Received & Delinquent contributions on schedule
Receivable differed to that reported on Schedule H

Vand in the related workpapers

Minor Item(s):
| Benefit Payments

Comphance with lnadequate footnote dlsclosures
GAAS & GAAP Minor presentation items on financial
statements

Internal Controls No/inadequate documentation of internal
control environment
No assessment/documentation of control
risk
No/inadequate evidence of fraud
inquiries
No evidence of SOC1 report review
reliance
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6-24 Plan Stratum

# of
Findi

Audit
Scope

Plan
Type

EBPAQC

Review # Member

“Detail of Findings

~ Audit Area(s)

Part|c1pant Data &
Participant
Accounts

No/msufﬁcnent testlng of payroll data
No testing of compliance with
compensation provisions

Inadequate testing of allocations to
participant accounts

No reconciliation of participant accounts
to total assets

inor Item(s):
Parties in

Interest/Prohibited
Transactions

Coﬁfributions
Received &
Receivable

No recalculation of employer and/or
employee contributions

No testing of compliance with
compensation provisions

No comparison of amount of employer
contributions to that approved by the
Board of Directors

No review of criteria for contribution
receivables and proper recording in
accordance w1th GAAP

No testmg of compllance with
compensation provisions
Inadequate testing of
eligibility/terminations/forfeitures
Inadequate testing of allocations to
participant accounts

' arti'c1pant Data &
Participant
Accounts

Compliance with No/i'n‘adequate footnote disclosures

ERISA & DOL Rules
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6-24 Plan _Stratum

Review #.

EBPAQC
Member

# of
Findings

Plan

- “Supervision
Contributions
Received &
Receivable

Parthlpant Data &
Participant
Accounts

Subsequent Events

Betail of Findings::

]nadequate testmg ofallocatlons to
participant accounts

Inadequate testing of participant
investment options

No reconciliation of participant accounts
to total assets

o work performed

18

Yes

3 Limited

DC 403b

Internal Controls

Benefit Paytﬁents

Part1c1pant Data &
Participant
Accounts

152

Inadequate testlng of
eligibility/terminations/forfeitures
Inadequate testing of participant
investment options

No documentation of evaluation of
internal control

No review of internal control of service
providers

Inconsistent documentation of risk
assessment

Lack of documentation supporting
lowermg control risk

No recalculation of benefit payments
No/inadequate work regarding validity of




- 6-24 Plan Stratum

Review # B A Plan Audit Area(s)

Compliance with -
GAAS & GAAP

s S | DOL Rules Ttatic x
19 No 8 Limited DC 401(k) Plannmg & No/lnsuﬂ‘" c:ent audit program
Supemsmn Inadequate p]anmng analytical rewew )

Benefit Payments No/madequate work regardmg eliglbtlity
of individuals receiving benefits
No/inadequate work regarding validity of
claims

No/inadequate work regarding
forfeitures

Inadequate review to ensure compliance
w1th plan document

Adminiétrative
Expenses

v No/lnadequate testmg of compilance
with plan documlent

DC 401(k} Contributions No recalculation of employer and/or

20 Yes 8 Limited

Received & employee contributions
Receivable No test of timely remittance of employee

e ‘contrlbutlonsw o

Participant Data & No/msuﬁ' c1ent testmg of payrol[ data
Participant Inadequate testing of allocations to
Accounts participant accounts
Inadequate testing of participant
investment options
No reconciliation of participant accounts
to total assets
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6-24 Pi_an Stratum

Review # T EBPAQC .# o
Member® | Findings

Detail of Findings

Administrative
Expenses

Commltments & No documentation of results of inquiries
Contingencies with management

21 No 8 Limited DC403b  Planning & No/insufficient review of plan

Supervision documents/plan operations
Missing permanent file with vital plan
documents

Contributions No recalculatlon' of employer and/or
Received & employee contributions
Receivable No test of timely remittance of employee

contributions
No testing of compliance with
compensation provisions

Participant Data & No/insuffi cient testmg of payroll data
Participant No testing of compliance with
Accounts compensation provisions

Inadequate testing of
eligibility/terminations/forfeitures
Inadequate testing of participant
mvestment options
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6-24 Plan Stratum

EBPAQC |i## of | Audit

Review # L :
. Member = H 5| Scope

__ Al!(_li,t Area(s)

Supervision’

Internal Controls

Benefit Payi:n_éﬁts

Compllance w1th Unsigned {QPA report
ER!SA & DOL Rules

wCo.fnphance with . Ne/lack of ASQAC 820 fair value
GAAS & GAAP measurement dlsclosures

No/inadequate testmg of compllance
with plan document
No review of loan documents

Benefit Payments Inappropriate reliance on SOC1 report
No/inadequate worlk regarding eligibility
No/inadequate work regarding validity of
claims

Partiesin Inadequzite worlk
Interest/Prohibited
Transactions
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_6-24 Plan Stratum

BPAQC | # of Audit Plan
Member | Findings | Scope

Review #

Detail of Finding

Contributions No recalculatlon of employer and/or
Received & employee contributions

No evidence IRS tax comphance tests
were reviewed
No tax determination letter obtained

No/Inadequate assessment of control risk
No/inadequate evidence of fraud
"brainstorming"

No/inadequate documentation of internal
control environment

No documentation of risk of material
misstatement

Internal Controls

Limited DB

Gt

No/ms

26 Yes 6 Limited DC Internal Controls No/inadequate documentation of internal
control environment
No review of internal control of service
providers
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6-24 Plan Stratam

Audit . -

Review # :
Scope

Detail of Findings

Plan Tax Status Compliance tests indicate data integrity
issues that could affect the results of the
testing, but no indication this was

considered

No tax determlnatlon letter obtamed

Contfaliance with !nappropnate ]Sresentatlon of financial
GAAS & GAAP information on financial statements
Inadequate footnote dlsc]osures

Investments & 'No testmg of i mvestment transactlons

Investment Insufficient testing of investment income
Transactions No evidence of testmg for ex1stence

Insufficient 103 documentation of tests
Benefit Payments of vesting, eligibility, taxes, rollover
distribution

S b At L L szt MEEEL R : st
Compliance with ]nappropnate presentatlon of fi nanc1a]
GAAS & GAAP information on financial statements

lnadequate footnote d:sclosures

Contributions ~ No recalculation of employer and/or
Received & employee contributions
Receivable No test of timely remittance of employee

contributions

No testing of compliance with
compensation provisions

Inadequate testing of use of forfeitures

157



6-24 Plan Stratum

EBPAQC - of . S P
Member 5| Type : s Detail of Findings -

Review #

Participant Data &  Inadequate testing of

Participant eligibility/terminations/forfeitures
Accounts No/insufficient testing of payroll data
No testing of compliance with
compensation provisions

Inadequate testing of allocations to
participant accounts

* Administrative ‘No work performed
Expenses

Participant Data &  Inadequate testing of allocations to
Participant participant accounts

Accounts Inadequate testing of participant
1nve§t§1ment optlons

Minor ltem(s): No work performed
Administrative
Expenses
30 Yes 6 Limited Health Investments & Audit workpapers did not contain the
Investment certification
Transactions

Compliance w1th No certifi catron to support the Ilm]ted
ERISA & DOL Rules  scope audit disclaimer opinion in the
audlt report
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6-24 _Pian Stratum

EBPAQC # of Audit Plan
Member | Findings Scope Type

Review #

Audit Area(s) Detail of Findings

Plan Obligations No/madequate testing of IBNR
Inadequate testing of claims payable

Benefit Payments Inappropriate application of hmlted
scope audit

Inappropriate reliance on SOC1 report
No/inadequate work regarding
cligibility

i

i
ot

Plan Tax Status

Minor Item(s): Inadequate work
Parties in

Interest/Prohibited

Transactions

e fons (114/1
Internal Controls No evidence of SOCI report rev:ew
reliance

Neo/inadequate evidence of fraud
"brainstorming"

iy

Parties in No documentatlon of partles in
Interest/Prohibited  interest/related parties
Transactions No documentation of results of

inquiries with management
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6-24 Plan Stratum

_ " Audit
Findings Scope

il of Findings:

Admmlstratwe No work perfofmed
Expenses

' No evidence of work perforfned
Nof/inadequate testing of compliance
Wlth plan document

Part1c1pant Data&  No/insufficient testing of payroll data
Participant Inadequate testing of allocations to
. Accounts parttcxpant accounts

: . L L o ‘ :
34 Yes 5 Limited DC401(k) Planning & No/lack of lack of evidence of audit
Supervision planning

No audit program or insufficient audit
program
No evidence of review of service provider
agreements
[nadequate identification of parties in
1nterest for planning

Participant Data & No testmg of compliance with
Participant compensation provisions

Accounts No/insufficient testing of payroll data
No reconciliation of total participant
accounts to total assets

Administrative
Ex enses

Minor ltem(s). Inadequate testing of allocations to
Participant Data &  participant accounts

Participant

Accounts
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6-24 Plan Stratum

EBPAQC |5 # of Audit
‘Member | Findings | Scope

Detail of Findiﬁ:gs

iew #

36 Yes 5 Limited  DC401(k) Planmng & No/msufﬁaent review of p]an
Supervision documents/plan operations

Minor Item(s): N Inadeduate tes'ﬁn.g‘ of allocations to
Participant Data &  participant accounts
Participant

Accounts

Parties in No documentation of results of inquiries
Interest/Prohibited  with management

Transactlonsv ‘

; s R
38 No 4 Limited  DC401(k) Planning &
Su rvision

Minor lterﬁ"(s):‘ lnadequaté testmg of allocations to

Participant Data &  participant accounts
Participant Inadequate tesung of participant

Accounts
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6-24 Plan Stratum

EBPAQC # of - Audit Pi

. N I ; - 3 CE - as
1ber | Findings Scope Fype Detail of Finding

"Review #

Notes Receivahle No/madequate testing of compliance
with plan document
Inadequate testing of reclassified
dtstnbutlons and Ioan doc ntation
stof ‘employee

Commitments &
Contingencies

No documentation of actmty level
mternal controls at p[an sponsor level

Participant Data & No testmg of compllance WIth
Participant compensation provisions
Accounts Relied on sponsor payroll for
completeness and accura

Investments & No/madequate testmg of change in
Investment service provider
Transactlons

Minor [tem(s):
Plan Tax Status

Contrlbutlons No test of timely remittance of erﬁployee

Received & contributions
Receivable No testing that contributions were

recewed by the plan
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6-24 Plan Stratum

EBPAQ:C. # of Audit Plan

" Revie -
view # Member | Findings Scope Typé

Audit Area(s) -

Derail of .Find_iﬁ S

43 Yes 4 Limited  DC401(k)

44 Yes 4 Full DC

Investments &

Investment
Transactions

Compllance with
ERISA & DOL Rules

Certification by third party of the

Certlﬁcatlon is not for the plan
Certification obtained was for the master
trust

Certificatton obtained from third party
but third party is not a qualifying entity
and is not an agent for the
trustee/custodian

€ tequired 3% of compensatio

investments at the plan level is not
supported by evidence of an Agency
relationship between the third party and
the trustee/custodlan

Internal Controls

Part1c1pant Data &
Participant
Accounts

No/madequate documentatlon of mternal

prowders

control environment

Lack of documentation of risk
assessment procedures

No review of internal cont rol of service

No/insufficient testing of payroll data
No testing of compliance with
compensation provisions

Inadequate testing of participant
investment options _

45 Yes 3 Limited  DC 401(k)

Compliance with
GAAS & GAAP

Partles n
Interest/Prohibited
Transactions

Inadequate footnote disclosures

Reportable transaction schedule
presented but should not have one
ertable transactle '-schej'

No documentation of parties in
interest/related parties
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6-24 Plan Stratum

EBPAQC # of Audit Plan

. Review # _—
o Member | Findings |. Scope Type

Audit Area(s) | & Detail of Findin

Limited Planning &
Supervision Inadequate planning analytics
No evidence of required communications

Participant Data &
Participant Inadequate documentation of testing of
Accounts income allocations
No testing of participant investment
elections (SOC1 reliance

nsigned 1QPA re

Internal Control§
ibsequent Even

Limited  DC 401(k)
control el__'lvironmen"‘c“ h
No test of remitt;

50 Yes 2 Limited DC401(k) Investments & Certifying entity does not qualify for

Investment limited scope

Transactions
ticipant D

51 No 2 Limited DC401(k) Contributions No recalculation of employer and/or
Received & employee contributions
Receivable No test of timely remittance of employee

contributions
E

Barticpant Dita’s
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6-24 Plan Stratum

CEBPAQC | #.0f Audit
Member | Hindings Scope

Review: #

Minor Item(s): No documentation of COSO (Committee
[nternal Controls of Sponsoring Organizations) controls at
the pl_an sponsor

‘N& fevie f

i

' Beﬁeﬁf Pay

ments ' N;J)’kivriadec'[u.a-fé.'worli regarding eliglbfllty |
of individuals receiving benefits

npliance te fi
AAS & GAAR, . i
Compliance with Unsigned audit report

ERISA & DOL Rules

Minor ltem(s):
Parties in
Interest/Prohibited
Transactions

Parties in No work performed
Interest/Prohibited
Transactiogg_

i

on

165



6-24 Plan Stratum

| EBPAQC | #of
Reylg‘{v# Member | Findings

Contributions No documentation of recalculation of
Received & employer match
Receivahle

S e ro

62 Yes 1 Full DC401(k) Participant Data&  No reconciliation of participant accounts

Participant to total assets
Accounts Inadequate testing of allocations to

particiEant accounts
_No recalcalation-of be

“Health _ Benafit Payinights

. byt : T fmixty

64 Yes 1 Limited DC401(k Participant Data&  No reconciliation of participant accounts
Participant to total assets
Accounts Inadequate testing of allocations to

participant accounts
Inadequate testing of participant
investment options
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25-99 Plan Stratum

" EBPAQC of: | Audit Plan
Scope Type

Investments &  Investments per the trust report did not |
Investment agree to the financial statements
Transactions No/lack of understanding of plan's

common/collectlve trust and stable value

No/l n.adequate work regardlng

forfeltures

Parties in No documentatlon of results ofmqulrles
Interest/Prohibited  with management
Transactions

‘Compllance with lnodequate footnote dlsclosures
GAAS & GAAP Incorrect FAS 157 fair value
measurement dlsclosure

Internal Controls Lack of documentatlon of nsk
assessment procedures
No SOC1 report bridge letter
No testing of complementary user
controls
No identification of significant audit
areas
Control risk assessments did not
conform with actual level of worlk
performed

Commitments & No work performed
Contingencies
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25-99 Plan Stratum

Audit Plan
Scope Type

Detail of Findings

Minor Item(s) No testing of compliance with '
Participant Data & compensation provisions
Part|c1pant Accounts

Comphance w1th Improper reporting of notes receivable
GAAS & GAAP from participants

Ng;ueus Receivable |

e wgév;w R

Benefit Payments ofinadequate work regarding validity of
claims
No schedule of benefits paid provided
No recalculatlon of benefit payments

"“""-Partlapant Data &

Parties in No documentatlon of parties in

Interest/Prohibited interest/related parties

Transactions No documentation of results of inquiries
w1thumanagement

" Administrative
Expenses




25-99 Plan 'S'tratum_ =

Audit Detail of Findings

Scope

Investments &  No testing of investment transactlons
Investment Inadequate testing of cost basis of non-
Transactions participant directed investments

Parties in No dlsc!osure of prohlblted transactlons
Interest/Prohibited  in notes to financial statements
Transactions Inadequate work regarding transactions

with plan sponsor - money going from
plan to the sponsor

"Cc;mpkiiankce with In'ab'propnate presentation of financial
GAAS & GAAP information on financial statements
Inadequate footnote dlsclosures

5 Yes 8 Full DCESGCP  Internal Controls No/inadequate documentation of internal
control environment
No/inadequate evidence of fraud inquiries
No review of internal control of service

Participant Data &  Nofinadequate testing of change in
Participant service provider

Accounts No/insufficient testing of payroll data
Inadequate testing of allocations to

Subsequent Events Inadequate documentation of inquiries
No review of subsequent plan
amendments

No indication whether receivables were
subsequently received
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'25-99 Plan Stratum

#of Audit R
Findings | Scope Type

" Audit Areafsy’ Detail of Findings

Minor Item(s}): lnadequate testmg of the release of
Plan Obligations shares from unallocated to allocated

No assessment/review of specialist's
assumptions

- Internal Controls No/madequate documentatlon of internal
control environment

No documentation of evaluation of
internal control

No evidence of SOC1 Report review
reliance

Partiesin " No work performed
Interest/Prohibited
Transactions

Adtnmlstratwe
Expenses

7 Yes 7 Limited DB Internal Controls No assessment/documentation of control
risk

No evidence of SOC1 report review
reliance

Partu:lpant Data Inadequate testlng of
eligibility/terminations/forfeitures
No testing of compliance with
compensation provisions
Inadequate testing of participant
1nvestment o] thHS
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3-99 Plan Stratum

. EBPAQC # of Audit Plan
Review # - Detai indi
vIew Member | Findings Scope Type Detail.of Findings
Minor Item(s): No documentation of parties in
Parties in interest/related parties

Interest/Prohibited  No documentation of results of
Transactions mqumes w1th management

Investments & Certification did not include asset
Investment listing and transactions certified

Contributions Inadequate reconciliation of receivable -
Received & audit workpapers were on the cash
Receivable basis but the financial statements were
on the accrual basis

Inadequate consideration of the impact
of non-correction of prior year errors on
the current year work & financial
staterments

Compliance with IQPA report not modified for lack of
GAAS & GAAP ERISA required schedules
) lnadequate footnote dtsclosures

s : G _ DOL Rules -hed;/g}'ép'a‘ré(i_f

9 No 5 Full DB Investments & [nappropriate reliance on SOCl report
Investment No testmg ofi mvestment transactlons
Transactlons

Plan Obligatioas No/insufficient t testmg of census data
No evidence of testing of plan's funding
status
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25-99 Plan Stratum

_EBPAOC # of Audit Plan
" Member Findings Scope Type

Detail 'of Findings

Review #

Cdmpltance with Incomplete IQPA report attached to
ERISA & DOL Rules  Form 5500

Parties in No documentatlon of partles in

Interest/Prohibited  interest/related parties
Transactions No documentatlon of results of

Mmor ltem(s) Inadequate work
Commitments & No documentation of results of
Contingencies inquiries with management

Subsequent Events

Participant Data & No/insufficient testing of payroll data
Participant Inadequate testing of participant
Accounts deferral percentage

No evidence of recalculation of deferral
_percentage

s

Conﬁp]fance with Schedule H, Line 3, audit oplmon type
ERISA & DOL Rules Vnot properly completedl

12 Yes 5 Limited  DC401(k) Contributions No recalculation of employer and/or
Received & employee contributions
Recewable

A
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25-99 Plan Stratum

" EBPAQC # of N : _ e ¥ :
q 0 uei _fhn Audit Area( J Detail of Findings'

Review # .
| Review Me ) ndings Scope

Compliance wit IQPA report not modlf ed for lack of
GAAS & GAAP ERISA required schedules

Improper reference to certifying entity
GIC valuation methodology incorrect
Schedule of assets indicates wrong class
of fund for an investment Missing
information on schedule of assets
related to participant loans

Missing schedule of reportable
transactlons

e

nce with

13 No 5 Limited  DC401(k) Planmng & No/lnsufﬁaent review of pian
Supervision documents/p[an operatlons

Plan Tax Status No evidence IRS tax compliance tests
were reviewed

Compliance with Oplmon and footnotes refer to
GAAS & GAAP incorrect trustee/custodian related to
the llmlted scope audlt

Minor !térﬁ(s}: V lnadequate documentation of

Planning & preliminary expectations
Supervision Inadequate identification and

documentation of $2.3M unusual and
infrequent transaction

Conmbutlons Ine;pproprlate reliance on SOC1 feport
Received & Did not test integrity of payroll
Receivable system
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25-99 Plan Stratum

EBPAQC #of
Member | Figdings

etail of Findings

Review #

15 Yes 4 Limited  DC 401(k) Internal Controls No/madequate documentatlon of
internal control environment
No assessment/documentation of
control risk
Nofinadequate evidence of fraud
"brainstorming"
No evidence of SOCT report review
reliance

Parties in No work performed
Interest/Prohibited ~ No documentation of parties in
Transactions interest/related parties

16 Yes 4 Limited  DC401(k) Interna[ Controls No documentatlon of evaluatlon of
internal control

No identification and review of user

controls of thlrd party ser\nce prowclers ]

Minor [tem(s): ' ]nadequate prellmlnary review
Planning & Inadequate risk assessment process
Supemsmn

Yes 4 Limited DC401(k) Planning & No planning analytics with developed
Supervision expectations
No materiality workpaper
No evidence of required
communications (114/115)
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25-99 Plan Stratum

EBPAQC #of 5] Audie Plan

Review # g
- 7| Mcmber 3 Scope Type

Audit Area(s)

Participant Data &
Participant

Lack of documentation of risk
assessment procedures

Limited  DC 401(k)

19 Yes 4 Limited  DC401(k) Internal Controls No review of internal control of service
providers
No/inadequate evidence of fraud

| Par'tlcu‘)aht‘ Data& No/msufﬁcxent testiﬁg of payfoli data
Participant No testing of participant opening

Accounts )

balances audited by another audltor

No ewdence of SOC] report review
rellance

P'arflés in
Interest/Prohibited
Transactions

Limited DB cash  Plan Obligations
balanc

IR




25-99 Plan Stratum

EBPAQC |i # of Audit Plan o Detail of Finditige
Member .| Findings Scope -2 Type _ atl o7 Fmdings

Review #

. L E el . - . : G

22 Yes 3 Limited  DC401(A}) Investments & Certifying entity does not qualify for
[nvestment limited scope
Transacn%}s

Opinion is incorrecfly dated to pribi‘
year

Comphance with
GAAS & GAAP

Participant Data & Nofinsufficient testmg of payroll data
Participant
Accounts

24 Yes 3 Full Health Investiments & Inappropriate reliance on $OC1 report
Investment No testing of end of year asset values
Transactions No testing of investment transactions

No testing of mvestment.lncome

Partles in ~ No ‘wcx)rk-pe)rformed
Interest/Prohibited
Transactlons

PélTlCl}iént Data&  Nofinsufficient Eesting of payroll data
Participant Inadequate testing of allocations to
Accounts articipant accounts

27 Yes 1 Fuli DC 401(k) Investments & No verifi catlon of existence of plan
Investment assets with the custodian
Transactions Complete reliance on account
statement
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100-749 Plan Stratum

Re\;iew # EﬂPAQC ; Audit

Member | Findings: | :Scope o AUGRATEAS) h Dcta:i ufF:ndmg

Benefit Payments No recalculation of benefit payments

No/inadequate work regarding validity
of c]alms

Minor item(s): No test of tlmely remll:tance of
Contributions employee contributions
Received &

Receivable

No documentatlon of results of
inguirfes with management

2 Yes 4 Limited DB Benefit Payments

No recalculation of benefit payments
No agreement of benefit payment
recalculations for compliance with

‘ formula in the plan document

Plan Obhgatlons

Limited  DC401(k) Plan Mergers & No testing of;En assets transferred at
Terminating Plans 12/31/11 to another plan at the detailed
participant level until 2013
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750 + Pian Stratum

EBPAQC
Membu

Review #

- Audit - Plan -

3 Yes

Limited

Scope Type Audit Area(s)

Contributions
Received &
Receivable

Full DC Planning &

Supervision

Detail of Findings

not ”identlfy or inquire about

potential missing contributions
occurring in time period leading up to
plan administrator's termination and his
possible conversion, fraud and theft

No agreement of contributions to

No/inadequate procedures on
initial/beginning halances
No/insufficient rewew of plan

DC 401(k) Parties in
Interest/Prohibited
Transactions

Inadequate worlk, overall conclusion of
no non-exempt transactions was not
supported by evidence of procedures
performed

Relevant portion of audit program was
not completed

No documentation of parties in
interest/related parties
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Appendix IV - Listing of Deficient Audits and Peer
Review Information

# Of S .

. Audit ype of Membetr Year State . . Peer State N””f’ber
Review . i f Became . : Revi IGPA of Times
umber | ~Areas | Audit ofthe | egpaqe | Society |- eview | | cated '

with Engagement | EBPQAC member Member. Opinion n
Findings . :

Respense

Licensed

2011 Pass with
: deficiein¢ing

»«;ép dgmita el
Limited- ¢ Pass .
" Scope Audit .

- Pass.

Limited-
Scope Audit
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Member | Year State Peer Peer Peer

of the Became”

A Society |- Review Review. |  Review
EBPAQC Member.;{ Performed Year.: - Opinion

- EBPQAC |
‘Findings ;3 _ member

-Scope At
Full-Sgope-
udit

Full-Scope
Audit

icope Al :
Limited- Pass with’
deficiencies

- Scope Audit.
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Became | ‘ | peer | Peer

' i Review Review
EBPAQC ' Year Opinion
member .

.+ Scope Audit
I:Scope

. 401 more

‘4 or more
© itimes

g
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Fuil-Scope
Audit

Limited- .
Scope Audit .-

ited-
udit

Limited-
_ Scope Audit
Lim ,

{- .
Audix..

182

State

Peer IQPA

Review
Opinicn n.

Pass -

~Yes

©deficiencies
it
- deficielicies’
Pass with
deficiencies

Located’

Imes:
4 or. more

4 gr:more
iimes




Review: |

Number

Year™
Became
EBPAGC
member

183

State
Society
Member

.Peer
Review
Performed

State
IQPA
Located

Peer
Review
Opinion

First time -
audited

First'time
audited
“timi




S #of
~ Audit
- Areas

‘with

Findings

- Scop

Full-5¢
Audit’

Audit

i

ope

Year
Became
EBPAQC
member

Member -
of the
EBPQAC

No:
Response

184

State
Society
Member

Response

Peer
Review
F'erfo:_r_r_ned

Peer

Review

Peer
Review
Opinion .=

Pass with.:.-

_deficie

State’
IQPA
Located .
n

= ‘Response:

Number

of Times

Plan
Audited

imeé;

4 or:more

times

Resp
No




6-24 Plan Stratum

Peér Peer Number

) : = ; of Times
“ Number : : Review Review - Reylgw
with. Performed’| Year |¥ Opinion

Pass.

- Pass

Limited: 4 or more..
Scope-Audit e

| times

: i Scopelu _ e
21 8  Limited- . DC No .
: e : Scope Audit .52 403b:

imit —

s Scope Audit
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6-24 Plan Stratum

Réview : |, Type of Member
Number A Audit of the -
. Engagement EBPQAC

i

Limited-

Scope Audit

Year
Became
EBPAQC
member

186

Review
Opinion
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