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February 17, 2022 

Plan Administration and Management 
Mr. John Doe 
ABC, Inc. 
123 ABC Drive, Suite 201 
 

Dear Mr. Doe: 

We are pleased to confirm our understanding of the terms and objectives of our engagement and the nature and 
limitations of the audit services CliftonLarsonAllen LLP (“CLA,” “we,” “us,” and “our”) will provide ABC, Inc. (“you,” 
“your,” or “the plan sponsor”) for ABC, Inc. 401(k)/Profit Sharing Plan (the plan) for the year ended December 31, 
2021, in connection with the plan’s annual reporting obligation under the Employee Retirement Income Security 
Act of 1974 (ERISA). 

Michele Chalmers is responsible for the services provided to you.  

Scope of audit services 
Except as described below, we will audit the financial statements of ABC, Inc. 401(k)/Profit Sharing Plan, an 
employee benefit plan subject to the Employee Retirement Income Security Act of 1974 (ERISA), as permitted by 
ERISA Section 103(a)(3)(C) (ERISA Section 103(a)(3)(C) audit). The financial statements comprise the statement of 
net assets available for benefits as of December 31, 2021, and the related statement of changes in net assets 
available for benefits for the year then ended, and the related notes to the financial statements. 

As part of our audit, we will also evaluate and report on the supplemental schedules required by the Department 
of Labor's Rules and Regulations for Reporting and Disclosure under ERISA (ERISA-required supplemental 
schedules). These schedules are presented for the purpose of additional analysis and are not a required part of 
the financial statements. The financial statements and ERISA-required supplemental schedules are required by 
the Department of Labor's Rules and Regulations for Reporting and Disclosure under ERISA to be filed with federal 
Form 5500. 

Nonaudit services 
We will also provide the following nonaudit services: 

• Preparation of a trial balance. 

• Preparation of your financial statements, related notes, and ERISA-required supplemental schedules. 

• Preparation of adjusting journal entries. 
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Audit objectives 
Except as described in the following paragraph, the objectives of our audit are to obtain reasonable assurance 
about whether the financial statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditors’ report that includes our opinion about whether your financial statements are fairly 
presented, in all material respects, in conformity with accounting principles generally accepted in the United 
States of America (U.S. GAAP). Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with auditing standards generally accepted in 
the United States of America (U.S. GAAS) will always detect a material misstatement when it exists. 
Misstatements, including omissions, can arise from fraud or error and are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements.  

You have determined it is permissible in the circumstances and elected to have the audit of the plan’s financial 
statements performed in accordance with ERISA Section 103(a)(3)(C) pursuant to Code of Federal Regulations 
(CFR), Labor, Title 29, Section 2520.103-8 of the Department of Labor’s Rules and Regulations for Reporting and 
Disclosure under ERISA. As permitted by ERISA Section 103(a)(3)(C), our audit need not extend to any statements 
or information related to assets held for investment of the plan (investment information) by a bank or similar 
institution or insurance carrier that is regulated, supervised, and subject to periodic examination by a state or 
federal agency, that prepared and certified the statements or information regarding assets so held in accordance 
with 29 CFR 2520.103-5 (qualified institution). Our audit will not extend to the certified investment information, 
except for obtaining and reading the certification, comparing the certified investment information with the related 
information presented and disclosed in the financial statements and ERISA-required supplemental schedules, and 
reading the disclosures relating to the certified investment information to assess whether they are in accordance 
with the presentation and disclosure requirements of U.S. GAAP. Accordingly, the objective of an ERISA Section 
103(a)(3)(C) audit is not to express an opinion about whether the financial statements as a whole are presented 
fairly, in all material respects, in accordance with U.S. GAAP. 

Except as described above, our audit will be conducted in accordance with U.S. GAAS. Those standards require us 
to be independent of the plan and plan sponsor and to meet our other ethical responsibilities, in accordance with 
the relevant ethical requirements relating to our audit. Our audit will include tests of your accounting records and 
other procedures we consider necessary, except that assets and related transactions certified by a qualified 
institution will not be tested.  

We will also perform procedures to enable us to express an opinion on whether the form and content of the 
ERISA-required supplemental schedules, other than the information that agreed to or is derived from the certified 
investment information, are presented, in all material respects, in conformity with the Department of Labor’s 
Rules and Regulations for Reporting and Disclosure under ERISA; and whether the information related to assets 
held by and certified to by a qualified institution agrees to, or is derived from, in all material respects, the 
information prepared and certified by an institution that management determined meets the requirements of 
ERISA Section 103(a)(3)(C). 

We will issue a written report upon completion of our audit of your financial statements. Circumstances may arise 
in which our report may differ from its expected form and content based on the results of our ERISA Section 
103(a)(3)(C) audit.  
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Depending on the nature of these circumstances, it may be necessary for us to modify our opinion, add an 
emphasis-of-matter or other-matter paragraph to our auditors’ report, or if necessary, withdraw from the 
engagement. If our opinion is other than unmodified, we will discuss the reasons with you in advance. If 
circumstances occur related to the condition of your records, the availability of sufficient, appropriate audit 
evidence, or the existence of a significant risk of material misstatement of the financial statements caused by 
error, fraudulent financial reporting, or misappropriation of assets, which in our professional judgment prevent 
us from completing the audit or forming an opinion on the financial statements and supplemental schedules, 
other than that derived from the information certified by the qualified institution, we retain the right to take any 
course of action permitted by professional standards, including declining to express an opinion or issue a report, 
or withdrawing from the engagement. 

Auditor responsibilities, procedures, and limitations 
Except as described above, we will conduct our audit in accordance with U.S. GAAS. Those standards require that 
we exercise professional judgment and maintain professional skepticism throughout the planning and 
performance of the audit. As part of our audit, we will: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the plan's internal control. However, we will communicate to you in writing any significant 
deficiencies or material weaknesses in internal control relevant to the audit of the financial statements 
that we have identified during the audit. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the overall presentation of the financial statements, 
including the amounts and disclosures, and whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

• Conclude, based on the audit evidence obtained, whether there are conditions or events, considered in 
the aggregate, that raise substantial doubt about the plan’s ability to continue as a going concern for a 
reasonable period of time. 

Although our audit planning has not been concluded and modifications may be made, we have identified the 
following significant risk of material misstatement as part of our audit planning:  

• Management override of controls 
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There is an unavoidable risk, because of the inherent limitations of an audit, together with the inherent limitations 
of internal control, that some material misstatements may not be detected, even though the audit is properly 
planned and performed in accordance with U.S. GAAS, except as previously noted. Because we will not perform a 
detailed examination of all transactions, material misstatements, whether from (1) errors, (2) fraudulent financial 
reporting, (3) misappropriation of assets, or (4) violations of laws or governmental regulations, including 
prohibited transactions with parties in interest or other violations of ERISA rules and regulations, that are 
attributable to the plan or to acts by management or employees acting on behalf of the plan, may not be detected. 

In addition, an audit is not designed to detect immaterial misstatements or violations of laws or governmental 
regulations that do not have a direct and material effect on the financial statements. However, we will inform the 
appropriate level of management and those charged with governance of any material errors, fraudulent financial 
reporting, or misappropriation of assets that come to our attention. We will also inform the appropriate level of 
management and those charged with governance of any violations of laws or governmental regulations that come 
to our attention, unless clearly inconsequential, and will include prohibited transactions in the supplemental 
schedule of nonexempt transactions as required by the instructions to federal Form 5500. 

We will communicate with management and those charged with governance reportable findings identified during 
the audit of the plan as a result of testing relevant plan provisions. 

In addition, we will perform certain procedures directed at considering the plan’s compliance with applicable 
Internal Revenue Service (IRS) requirements for tax-exempt status and ERISA plan qualification requirements. 
However, our audit is not specifically designed for and should not be relied upon to disclose matters affecting plan 
qualifications or compliance with the ERISA and IRS requirements. If during the audit we become aware of any 
instances of any such matters or ways in which management practices can be improved, we will communicate 
them to you. 

The information included in the ERISA-required supplemental schedules, other than that agreed to or derived 
from the certified investment information, will be subjected to auditing procedures applied in the audit of the 
financial statements and certain additional procedures, including comparing and reconciling the information 
directly to the underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with U.S. GAAS.  

Our responsibility as auditors is limited to the period covered by our audit and does not extend to any later periods 
for which we are not engaged as auditors. 

Management responsibilities 
Our audit will be conducted on the basis that you (management and, when appropriate, those charged with 
governance) acknowledge and understand that you have certain responsibilities that are fundamental to the 
conduct of an audit. 

You are responsible for the preparation and fair presentation of the financial statements in accordance with U.S. 
GAAP. Management’s election for the ERISA Section 103(a)(3)(C) audit does not affect management’s 
responsibility for the financial statements.  
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Management’s responsibilities include the selection and application of accounting principles; recording and 
reflecting all transactions in the financial statements; for establishing an accounting and financial reporting 
process for determining fair value measurements; determining the reasonableness of significant accounting 
estimates included in the financial statements; adjusting the financial statements to correct material 
misstatements; and confirming to us in the management representation letter that the effects of any uncorrected 
misstatements aggregated by us during the current engagement and pertaining to the latest period presented are 
immaterial, both individually and in the aggregate, to the financial statements taken as a whole. In preparing the 
financial statements, management is required to evaluate whether there are conditions or events, considered in 
the aggregate, that raise substantial doubt about the plan’s ability to continue as a going concern for one year 
after the date the financial statements are available to be issued.  

You are responsible for the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error, including monitoring ongoing activities and safeguarding assets. You are responsible for the 
design, implementation, and maintenance of internal controls to prevent and detect fraud; assessing the risk that 
the financial statements may be materially misstated as a result of fraud; and for informing us about all known or 
suspected fraud affecting the plan involving (1) plan management, (2) employees who have significant roles in 
internal control, and (3) others where the fraud could have a material effect on the financial statements. Your 
responsibilities include informing us of your knowledge of any allegations of fraud or suspected fraud affecting 
the plan received in communications from employees, former employees, regulators, or others. In addition, you 
are responsible for identifying and ensuring that the plan complies with applicable laws and regulations, and 
informing us of all instances of identified or suspected noncompliance whose effects on the financial statements 
should be considered. 

You are responsible for providing us with (1) access to all information of which you are aware that is relevant to 
the preparation and fair presentation of the financial statements, including amounts and disclosures, such as 
records, documentation, identification of all related parties, parties in interest, and all related-party and party-in-
interest relationships and transactions, and other matters, and for the accuracy and completeness of that 
information (including information from within and outside of the general and subsidiary ledgers); (2) additional 
information that we may request for the purpose of the audit; and (3) unrestricted access to persons within the 
plan from whom we determine it necessary to obtain audit evidence. You agree to inform us of events occurring 
or facts discovered subsequent to the date of the financial statements that may affect the financial statements.  

You are also responsible for maintaining a current plan instrument, including all plan amendments; and for 
administering the plan and determining that the plan’s transactions that are presented and disclosed in the 
financial statements are in conformity with the plan’s provisions, including maintaining sufficient records with 
respect to each of the participants to determine the benefits due or which may become due to such participants. 
You are also responsible for determining whether (1) an ERISA Section 103(a)(3)(C) audit is permissible under the 
circumstances; (2) the investment information is prepared and certified by a qualified institution as described in 
29 CFR 2520.103-8; (3) the certification meets the requirements in 29 CFR 2520.103-5; and (4) the certified 
investment information is appropriately measured, presented, and disclosed in accordance with the applicable 
financial reporting framework. You are also responsible for providing us, prior to the dating of our report, a draft 
of the plan’s Form 5500 that is substantially complete. 
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Management is responsible for the fair presentation of the ERISA-required supplemental schedules and that they 
were derived from, and relate directly to, the underlying accounting and other records used to prepare the 
financial statements, and the form and content of the ERISA-required supplemental schedules is presented in 
conformity with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under ERISA. 
Management agrees to include the auditors’ report on the ERISA-required supplemental schedules in any 
document that contains the ERISA-required supplemental schedules and indicates that the auditor has reported 
on such supplemental schedules. 

Management is responsible for providing us with a written confirmation concerning representations made by you 
and your staff to us in connection with the audit. During our engagement, we will request information and 
explanations from you regarding, among other matters, the plan’s operations, internal control, future plans, 
specific transactions, and accounting systems and procedures. The procedures we will perform during our 
engagement and the conclusions we reach as a basis for our report will be heavily influenced by the 
representations that we receive in the representation letter and otherwise from you. Accordingly, inaccurate, 
incomplete, or false representations could cause us to expend unnecessary effort or could cause a material fraud 
or error to go undetected by our procedures. In view of the foregoing, you agree that we shall not be responsible 
for any misstatements in the plan’s financial statements that we may fail to detect as a result of 
misrepresentations made to us by you. 

Responsibilities and limitations related to nonaudit services 
For all nonaudit services we may provide to you, management agrees to assume all management responsibilities; 
oversee the services by designating an individual, preferably within senior management, who possesses suitable 
skill, knowledge, and/or experience to understand and oversee the services; evaluate the adequacy and results of 
the services; and accept responsibility for the results of the services. Management is also responsible for ensuring 
that your data and records are complete and that you have received sufficient information to oversee the services. 

The responsibilities and limitations related to the nonaudit services performed as part of this engagement are as 
follows: 

• We will prepare a trial balance for use during the audit. Our preparation of the trial balance is limited to 
formatting information into a working trial balance based on management’s chart of accounts, general 
ledger, or trust or custodial statements. You will be required to review, approve, and accept responsibility 
for the trial balance. 

• We will prepare a draft of your financial statements, related notes, and ERISA-required supplemental 
schedules. Since the preparation and fair presentation of the financial statements and ERISA-required 
supplemental schedules is your responsibility, you will be required to review, approve, and accept 
responsibility for those financial statements and ERISA-required supplemental schedules prior to their 
issuance and have a responsibility to be in a position in fact and appearance to make an informed 
judgment on those financial statements and ERISA-required supplemental schedules. 

• We will propose adjusting journal entries as needed. You will be required to review and approve those 
entries and to understand the nature of the changes and their impact on the financial statements. 



 
INDEPENDENT AUDITORS' REPORT 

 
 
 
Plan Administrator 
[Client Name] 
[City, State] 
 
Report on the Audit of the Financial Statements 
Scope and Nature of the ERISA Section 103(a)(3)(C) Audit for the 2021 Financial Statements 
We have performed an audit of the financial statements of [Plan Name], an employee benefit plan subject 
to the Employee Retirement Income Security Act of 1974 (ERISA), as permitted by ERISA Section 
103(a)(3)(C) (ERISA Section 103(a)(3)(C) audit). The financial statements comprise the statement of net 
assets available for benefits as of [Date, e.g., December 31, 2021], and the related statement of changes 
in net assets available for benefits for the year then ended, and the related notes to the financial 
statements (2021 Financial Statements). 
 
Management, having determined it is permissible in the circumstances, has elected to have the audit of 
the 2021 financial statements performed in accordance with ERISA Section 103(a)(3)(C) pursuant to 29 
CFR 2520.103-8 of the Department of Labor's Rules and Regulations for Reporting and Disclosure under 
ERISA. As permitted by ERISA Section 103(a)(3)(C), our audit need not extend to any statements or 
information related to assets held for investment of the plan (investment information) by a bank or similar 
institution or insurance carrier that is regulated, supervised, and subject to periodic examination by a 
state or federal agency, provided that the statements or information regarding assets so held are 
prepared and certified to by the bank or similar institution or insurance carrier in accordance with 29 CFR 
2520.103-5 of the Department of Labor's Rules and Regulations for Reporting and Disclosure under 
ERISA (qualified institution). 
 
Management has obtained a certification from a qualified institution as of and for the year ended [Date, 
e.g., December 31, 2021], stating that the certified investment information, as described in Note [X] to 
the financial statements, is complete and accurate. 
 
Opinion on the 2021 Financial Statements 
In our opinion, based on our audit and on the procedures performed as described in the Auditors’ 
Responsibilities for the Audit of the 2021 Financial Statements section 
 

• the amounts and disclosures in the accompanying 2021 financial statements, other than those 
agreed to or derived from the certified investment information, are presented fairly, in all material 
respects, in accordance with accounting principles generally accepted in the United States of 
America. 
 

• the information in the accompanying 2021 financial statements related to assets held by and 
certified to by a qualified institution agrees to, or is derived from, in all material respects, the 
information prepared and certified by an institution that management determined meets the 
requirements of ERISA Section 103(a)(3)(C). 
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Basis for Opinion on the 2021 Financial Statements 
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the 2021 Financial Statements section of our report. We are required to 
be independent of [Plan Name] and to meet our other ethical responsibilities, in accordance with the 
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our ERISA Section 103(a)(3)(C) audit opinion. 
 
Responsibilities of Management for the 2021 Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. Management's election of the ERISA Section 103(a)(3)(C) audit does not affect management's 
responsibility for the financial statements. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about [Plan Name]'s ability to continue 
as a going concern for [insert the time period set by the applicable financial reporting framework]. 
 
Management is also responsible for maintaining a current plan instrument, including all plan 
amendments, administering the plan, and determining that the plan's transactions that are presented and 
disclosed in the financial statements are in conformity with the plan's provisions, including maintaining 
sufficient records with respect to each of the participants, to determine the benefits due or which may 
become due to such participants. 
 
Auditors’ Responsibilities for the Audit of the 2021 Financial Statements 
Except as described in the Scope and Nature of the ERISA Section 103(a)(3)(C) Audit of the 2021 
Financial Statements section of our report, our objectives are to obtain reasonable assurance about 
whether the financial statements as a whole are free from material misstatement, whether due to fraud 
or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level 
of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with GAAS will always detect a material misstatement when it exists. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 
 
In performing an audit in accordance with GAAS, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 
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• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of [Plan Name]'s internal control. Accordingly, no such opinion is 
expressed. 
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 
 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about [Plan Name]'s ability to continue as a going concern for a 
reasonable period of time. 

 
Our audit did not extend to the certified investment information, except for obtaining and reading the 
certification, comparing the certified investment information with the related information presented and 
disclosed in the 2021 financial statements, and reading the disclosures relating to the certified investment 
information to assess whether they are in accordance with the presentation and disclosure requirements 
of accounting principles generally accepted in the United States of America. 
 
Accordingly, the objective of an ERISA Section 103(a)(3)(C) audit is not to express an opinion about 
whether the financial statements as a whole are presented fairly, in all material respects, in accordance 
with accounting principles generally accepted in the United States of America. 
 
We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control related 
matters that we identified during the audit. 
 
Other Matters 
2021 Supplemental Schedules Required by ERISA 
The supplemental schedules of [identify title of supplemental schedules] as of or for the year ended 
[identify the dates covered] are presented for purposes of additional analysis and are not a required part 
of the financial statements but are supplementary information required by the Department of Labor's 
Rules and Regulations for Reporting and Disclosure under ERISA. Such information is the responsibility 
of management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the financial statements. The information included in the supplemental schedules, other 
than that agreed to or derived from the certified investment information, has been subjected to auditing 
procedures applied in the audit of the financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the financial statements or to the financial statements themselves, and other additional 
procedures in accordance with GAAS. For information included in the supplemental schedules that 
agreed to or is derived from the certified investment information, we compared such information to the 
related certified investment information. 
 
In forming our opinion on the supplemental schedules, we evaluated whether the supplemental 
schedules, other than the information agreed to or derived from the certified investment information, 
including their form and content, are presented in conformity with the Department of Labor's Rules and 
Regulations for Reporting and Disclosure under ERISA. 
 
In our opinion 
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• the form and content of the supplemental schedules, other than the information in the 
supplemental schedules that agreed to or is derived from the certified investment information, are 
presented, in all material respects, in conformity with the Department of Labor's Rules and 
Regulations for Reporting and Disclosure under ERISA. 
 

• the information in the supplemental schedules related to assets held by and certified to by a 
qualified institution agrees to, or is derived from, in all material respects, the information prepared 
and certified by an institution that management determined meets the requirements of ERISA 
Section 103(a)(3)(C). 

 
Auditors’ Report on the 2020 Financial Statements  
We were engaged to audit the 2020 financial statements of [Plan Name]. As permitted by 29 CFR 
2520.103-8 of the Department of Labor’s Rules and Regulations for Reporting and Disclosure under 
ERISA, the plan administrator instructed us not to perform and we did not perform any auditing 
procedures with respect to the information certified by a qualified institution. In our report dated [insert 
prior year report date], we indicated that (a) because of the significance of the information that we did not 
audit, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit 
opinion and accordingly, we did not express an opinion on the 2020 financial statements, and (b) the 
form and content of the information included in the 2020 financial statements other than that derived from 
the certified information were presented in compliance with the Department of Labor’s Rules and 
Regulations for Reporting and Disclosure under ERISA. 
 
 
 
 
CliftonLarsonAllen LLP 

[City, State - where the auditors' report is issued] 
[Report Date] 
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February 17, 2022 

Plan Administration and Management 
Mr. John Doe 
ABC, Inc. 
123 ABC Drive, Suite 201 
 

Dear Mr. Doe: 

We are pleased to confirm our understanding of the terms and objectives of our engagement and the nature and 
limitations of the audit and nonaudit services CliftonLarsonAllen LLP (“CLA,” “we,” “us,” and “our”) will provide 
for ABC, Inc. (“you,” “your,” or “the plan sponsor”) for the ABC, Inc. 401(k)/Profit Sharing Plan (the plan) for the 
year ended December 31, 2021, in connection with the plan’s annual reporting obligation under the Employee 
Retirement Income Security Act of 1974 (ERISA). 

Michele Chalmers is responsible for the services provided to you.  

Scope of audit services 
We will audit the financial statements of ABC, Inc. 401(k)/Profit Sharing Plan, an employee benefit plan subject to 
the Employee Retirement Income Security Act of 1974 (ERISA). The financial statements comprise the statement 
of net assets available for benefits as of December 31, 2021, and the related statement of changes in net assets 
available for benefits for the year then ended, and the related notes to the financial statements. 

As part of our audit, we will also evaluate and report on the supplemental schedules required by the Department 
of Labor's Rules and Regulations for Reporting and Disclosure under ERISA (ERISA-required supplemental 
schedules). These schedules are presented for the purpose of additional analysis and are not a required part of 
the financial statements. The financial statements and ERISA-required supplemental schedules are required by 
the Department of Labor's Rules and Regulations for Reporting and Disclosure under ERISA to be filed with federal 
Form 5500. 

Nonaudit services 
We will also provide the following nonaudit services: 

• Preparation of a trial balance. 

• Preparation of your financial statements, related notes, and ERISA-required supplemental schedules. 

• Preparation of adjusting journal entries. 
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Audit objectives 
The objectives of our audit are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes 
our opinion about whether your financial statements are fairly presented, in all material respects, in conformity 
with accounting principles generally accepted in the United States of America (U.S. GAAP). Reasonable assurance 
is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted 
in accordance with auditing standards generally accepted in the United States of America (U.S. GAAS) will always 
detect a material misstatement when it exists. Misstatements, including omissions, can arise from fraud or error 
and are considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements.  

Our audit will be conducted in accordance with U.S. GAAS. Those standards require us to be independent of the 
plan and plan sponsor and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit. Our audit will include tests of your accounting records and other procedures 
we consider necessary to enable us to express such an opinion.  

We will also perform procedures to enable us to express an opinion on whether the ERISA-required supplemental 
schedules are fairly stated, in all material respects, in relation to the financial statements as a whole, and whether 
the form and content of the ERISA-required supplemental schedules are presented in conformity with the 
Department of Labor’s Rules and Regulations for Reporting and Disclosure under ERISA. 

We will issue a written report upon completion of our audit of your financial statements. Circumstances may arise 
in which our report may differ from its expected form and content based on the results of our audit. Depending 
on the nature of these circumstances, it may be necessary for us to modify our opinion, add an emphasis-of-
matter or other-matter paragraph to our auditors’ report, or if necessary, withdraw from the engagement. If our 
opinion is other than unmodified, we will discuss the reasons with you in advance. If circumstances occur related 
to the condition of your records, the availability of sufficient, appropriate audit evidence, or the existence of a 
significant risk of material misstatement of the financial statements caused by error, fraudulent financial 
reporting, or misappropriation of assets, which in our professional judgment prevent us from completing the audit 
or forming an opinion on the financial statements, we retain the right to take any course of action permitted by 
professional standards, including declining to express an opinion or issue a report, or withdrawing from the 
engagement. 

Auditor responsibilities, procedures, and limitations 
We will conduct our audit in accordance with U.S. GAAS. Those standards require that we exercise professional 
judgment and maintain professional skepticism throughout the planning and performance of the audit. As part of 
our audit, we will: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
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• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the plan's internal control. However, we will communicate to you in writing any significant 
deficiencies or material weaknesses in internal control relevant to the audit of the financial statements 
that we have identified during the audit. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the overall presentation of the financial statements, 
including the amounts and disclosures, and whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

• Conclude, based on the audit evidence obtained, whether there are conditions or events, considered in 
the aggregate, that raise substantial doubt about the plan’s ability to continue as a going concern for a 
reasonable period of time. 

Although our audit planning has not been concluded and modifications may be made, we have identified the 
following significant risk(s) of material misstatement as part of our audit planning:  

• Management override of controls 

There is an unavoidable risk, because of the inherent limitations of an audit, together with the inherent limitations 
of internal control, that some material misstatements may not be detected, even though the audit is properly 
planned and performed in accordance with U.S. GAAS. Because we will not perform a detailed examination of all 
transactions, material misstatements, whether from (1) errors, (2) fraudulent financial reporting, 
(3) misappropriation of assets, or (4) violations of laws or governmental regulations, including prohibited 
transactions with parties in interest or other violations of ERISA rules and regulations, that are attributable to the 
plan or to acts by management or employees acting on behalf of the plan, may not be detected. 

In addition, an audit is not designed to detect immaterial misstatements or violations of laws or governmental 
regulations that do not have a direct and material effect on the financial statements. However, we will inform the 
appropriate level of management and those charged with governance of any material errors, fraudulent financial 
reporting, or misappropriation of assets that come to our attention. We will also inform the appropriate level of 
management and those charged with governance of any violations of laws or governmental regulations that come 
to our attention, unless clearly inconsequential, and will include prohibited transactions in the supplemental 
schedule of nonexempt transactions as required by the instructions to federal Form 5500. 

We will communicate with management and those charged with governance reportable findings identified during 
the audit of the plan as a result of testing relevant plan provisions. 

In addition, we will perform certain procedures directed at considering the plan’s compliance with applicable 
Internal Revenue Service (IRS) requirements for tax-exempt status and ERISA plan qualification requirements. 
However, our audit is not specifically designed for and should not be relied upon to disclose matters affecting plan 
qualifications or compliance with the ERISA and IRS requirements. If during the audit we become aware of any 
instances of any such matters or ways in which management practices can be improved, we will communicate 
them to you. 
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The ERISA-required supplemental schedules will be subjected to the auditing procedures applied in the audit of 
the financial statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with U.S. GAAS. 

Our responsibility as auditors is limited to the period covered by our audit and does not extend to any later periods 
for which we are not engaged as auditors. 

Management responsibilities 
Our audit will be conducted on the basis that you (management and, when appropriate, those charged with 
governance) acknowledge and understand that you have certain responsibilities that are fundamental to the 
conduct of an audit. 

You are responsible for the preparation and fair presentation of the financial statements in accordance with U.S. 
GAAP. Management’s responsibilities include the selection and application of accounting principles; recording and 
reflecting all transactions in the financial statements; for establishing an accounting and financial reporting 
process for determining fair value measurements; determining the reasonableness of significant accounting 
estimates included in the financial statements; adjusting the financial statements to correct material 
misstatements; and confirming to us in the management representation letter that the effects of any uncorrected 
misstatements aggregated by us during the current engagement and pertaining to the latest period presented are 
immaterial, both individually and in the aggregate, to the financial statements taken as a whole. In preparing the 
financial statements, management is required to evaluate whether there are conditions or events, considered in 
the aggregate, that raise substantial doubt about the plan’s ability to continue as a going concern for one year 
after the date the financial statements are available to be issued.  

You are responsible for the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error, including monitoring ongoing activities and safeguarding assets. You are responsible for the 
design, implementation, and maintenance of internal controls to prevent and detect fraud; assessing the risk that 
the financial statements may be materially misstated as a result of fraud; and for informing us about all known or 
suspected fraud affecting the plan involving (1) plan management, (2) employees who have significant roles in 
internal control, and (3) others where the fraud could have a material effect on the financial statements. Your 
responsibilities include informing us of your knowledge of any allegations of fraud or suspected fraud affecting 
the plan received in communications from employees, former employees, regulators, or others. In addition, you 
are responsible for identifying and ensuring that the plan complies with applicable laws and regulations, and 
informing us of all instances of identified or suspected noncompliance whose effects on the financial statements 
should be considered. 

You are responsible for providing us with (1) access to all information of which you are aware that is relevant to 
the preparation and fair presentation of the financial statements, including amounts and disclosures, such as 
records, documentation, identification of all related parties, parties in interest, and all related-party and party-in-
interest relationships and transactions, and other matters, and for the accuracy and completeness of that 
information (including information from within and outside of the general and subsidiary ledgers); (2) additional 
information that we may request for the purpose of the audit; and (3) unrestricted access to persons within the 
plan from whom we determine it necessary to obtain audit evidence. You agree to inform us of events occurring 
or facts discovered subsequent to the date of the financial statements that may affect the financial statements.  
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You are also responsible for maintaining a current plan instrument, including all plan amendments; and for 
administering the plan and determining that the plan’s transactions that are presented and disclosed in the 
financial statements are in conformity with the plan’s provisions, including maintaining sufficient records with 
respect to each of the participants to determine the benefits due or which may become due to such participants. 
You are also responsible for providing us, prior to the dating of our report, a draft of the plan’s Form 5500 that is 
substantially complete. 

Management is responsible for the fair presentation of the ERISA-required supplemental schedules and that they 
were derived from, and relate directly to, the underlying accounting and other records used to prepare the 
financial statements, and the form and content of the ERISA-required supplemental schedules is presented in 
conformity with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under ERISA. 
Management agrees to include the auditors’ report on the ERISA-required supplemental schedules in any 
document that contains the ERISA-required supplemental schedules and indicates that the auditor has reported 
on such supplemental schedules. 

Management is responsible for providing us with a written confirmation concerning representations made by you 
and your staff to us in connection with the audit. During our engagement, we will request information and 
explanations from you regarding, among other matters, the plan’s operations, internal control, future plans, 
specific transactions, and accounting systems and procedures. The procedures we will perform during our 
engagement and the conclusions we reach as a basis for our report will be heavily influenced by the 
representations that we receive in the representation letter and otherwise from you. Accordingly, inaccurate, 
incomplete, or false representations could cause us to expend unnecessary effort or could cause a material fraud 
or error to go undetected by our procedures. In view of the foregoing, you agree that we shall not be responsible 
for any misstatements in the plan’s financial statements that we may fail to detect as a result of 
misrepresentations made to us by you. 

Responsibilities and limitations related to nonaudit services 
For all nonaudit services we may provide to you, management agrees to assume all management responsibilities; 
oversee the services by designating an individual, preferably within senior management, who possesses suitable 
skill, knowledge, and/or experience to understand and oversee the services; evaluate the adequacy and results of 
the services; and accept responsibility for the results of the services. Management is also responsible for ensuring 
that your data and records are complete and that you have received sufficient information to oversee the services. 

The responsibilities and limitations related to the nonaudit services performed as part of this engagement are as 
follows: 

• We will prepare a trial balance for use during the audit. Our preparation of the trial balance is limited to 
formatting information into a working trial balance based on management’s chart of accounts, general 
ledger, or trust or custodial statements. You will be required to review, approve, and accept responsibility 
for the trial balance. 

• We will prepare a draft of your financial statements, related notes, and ERISA-required supplemental 
schedules. Since the preparation and fair presentation of the financial statements and ERISA-required 
supplemental schedules is your responsibility, you will be required to review, approve, and accept 
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responsibility for those financial statements and ERISA-required supplemental schedules prior to their 
issuance and have a responsibility to be in a position in fact and appearance to make an informed 
judgment on those financial statements and ERISA-required supplemental schedules. 

• We will propose adjusting journal entries as needed. You will be required to review and approve those 
entries and to understand the nature of the changes and their impact on the financial statements. 



 
INDEPENDENT AUDITORS' REPORT 

 
 
 
Plan Administrator 
[Client Name] 
[City, State] 
 
Opinion 
We have audited the financial statements of [Plan Name], an employee benefit plan subject to the 
Employee Retirement Income Security Act of 1974 (ERISA), which comprise the statements of net assets 
available for benefits as of [Date, e.g., December 31, 2021] and [Year, e.g., 2020], and the related 
statement of changes in net assets available for benefits for the year ended [Date, e.g., December 31, 
2021], and the related notes to the financial statements. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the net 
assets available for benefits of [Plan Name] as of [Date, e.g., December 31, 2021] and [Year, e.g., 2020], 
and the changes in its net assets available for benefits for the year ended [Date, e.g., December 31, 
2021], in accordance with accounting principles generally accepted in the United States of America. 
 
Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of [Plan Name] and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about [Plan Name]'s ability to continue 
as a going concern for [insert the time period set by the applicable financial reporting framework]. 
 
Management is also responsible for maintaining a current plan instrument, including all plan 
amendments, administering the plan, and determining that the plan's transactions that are presented and 
disclosed in the financial statements are in conformity with the plan's provisions, including maintaining 
sufficient records with respect to each of the participants, to determine the benefits due or which may 
become due to such participants. 
 
Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 



Plan Administrator 
[Client Name] 

includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a 
material misstatement when it exists. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. Misstatements are considered material 
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment 
made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with GAAS, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 
 

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of [Plan Name]'s internal control. Accordingly, no such opinion is 
expressed. 
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 
 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about [Plan Name]'s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 
 
Supplemental Schedules Required by ERISA 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. 
The supplemental schedules of [identify title of supplemental schedules] as of or for the year ended 
[identify the dates covered] are presented for purposes of additional analysis and are not a required part 
of the financial statements but are supplementary information required by the Department of Labor's 
Rules and Regulations for Reporting and Disclosure under ERISA. Such information is the responsibility 
of management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the financial statements. The information has been subjected to the auditing procedures 
applied in the audits of the financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to prepare 
the financial statements or to the financial statements themselves, and other additional procedures in 
accordance with GAAS. 
 
In forming our opinion on the supplemental schedules, we evaluated whether the supplemental 
schedules, including their form and content, are presented in conformity with the Department of Labor's 
Rules and Regulations for Reporting and Disclosure under ERISA. 



Plan Administrator 
[Client Name] 

 
In our opinion, the information in the accompanying schedules is fairly stated, in all material respects, in 
relation to the financial statements as a whole, and the form and content are presented in conformity with 
the Department of Labor's Rules and Regulations for Reporting and Disclosure under ERISA. 
 
 
 
 
 
CliftonLarsonAllen LLP 

[City, State - where the auditors' report is issued] 
[Report Date] 



Management Inquiry - ERISA Section 103(a)(3)(C)
Management is responsible for determining that the entity preparing and certifying the investment information is a qualified 
institution and the certification is proper before concluding whether an ERISA Section 103(a)(3)(C) audit is permissible.

Inquiries related to the entity preparing the certification
1 Who is certifying the plan's assets?
2 What period is covered by the certification? 

3
Is the certifying entity a bank or similar institution or an insurance carrier that holds plan assets that is regulated, supervised, and 
subject to periodic examination by a state or federal agency?

4 Is the certification signed by a person authorized to represent the certifying entity?  

4a
If an explicit statement of authority to represent the certifying institution is not included as part of the certification, explain the 
steps taken to determine the certification was signed by an authorized person.

5

Based on the service agreement, plan instrument, or other agreement, in what capacity does the certifying entity serve?  Response 
may include: trustee, custodian, insurance company, agent or other capacity.  Investment companies and broker-dealers are not 
considered qualified institutions as it relates to providing a certification.  Provide a copy of the agreement/group annuity contract to 
the auditor if not previously provided.

6

If the certifying entity (for example, the recordkeeper) certifies the investment information on behalf of the plan’s qualified 
institution as “agent for”, is there a contractual arrangement between a qualified institution and the certifying entity such that the 
certifying entity is able to provide the certification on the qualified institution’s behalf?  Provide a copy of contractual arrangement 
to the auditor if not previously provided.

6a
If there is not a contractual arrangement, obtain support from the certifying entity that enables the certifying entity to certify on 
behalf of the plan's qualified institution.

Inquiries related to the certification and investment information covered

7
Does the certification certify to the accuracy and completeness of the investment information (no caveats or other qualifying 
language)?

8 Is the certification specific to the plan subject to audit? 

8a
 If the certification does not name the plan, document the procedures performed to determine that the certification applies to the 
plan under audit (for example, describe how the certification was received and what accompanied it).

9 Does the certification cover the entire period under audit?
10 Are there any plan investments not covered under the certification?

10a If yes, which assets are not covered by the certification?
11 Does the certification cover notes receivable from participants?

12
Are the certified investments properly measured at fair value (except for fully-benefit responsive investment contracts at contract 
value)?

12a
Document the steps taken to determine the measurement basis used to report investments in the certified information (may need 
to make inquiries of the qualified certifying institution of the measurement basis used). 
Guidance:
Plan administrators should make sure they understand the certification before concluding that the certified information may be used to report the appropriate 
value of the plan’s assets. The certified investment information should be valued as of the plan’s year-end and at fair market value (except for fully benefit 
responsive investment contracts).  Although the certification may indicate the investment information is accurate and complete, it does not necessarily mean it 
represents the appropriate values. 

The typical custodial service provided by trustees and custodians includes reporting values that are based on the best information available to them at the time 
the trust statements are produced. If the plan is invested solely in assets with readily determinable fair values, such as exchange-traded securities or other 
marketable securities, the trustee or custodian typically obtains values from nationally recognized pricing services. 

However, in cases where the plan invests in assets without readily determinable fair values, the values in the trust statement may be a pass-through of the values 
provided by the fund issuer or general partner. In those cases, the reported values are based on the best information available at the time the trust statements 
are produced, which may or may not be fair value as of the plan’s year end. The plan sponsor’s contract or service agreement with the trustee or custodian will 
generally indicate how assets are to be valued and accounted for in periodic and annual reporting. 
 
Plan management should understand the measurement basis used to report investments in the certified information and may need to make inquiries of the 
qualified certifying institution of the measurement basis used. In some cases, plan management may need to request the certifying institution to recertify or 
amend the certification for certain investments at their appropriate year-end values, or to exclude such investments from the certification. If the trustee or 
custodian amends the certification to exclude certain investments or management determines certain investments are improperly certified, management is 
responsible for engaging the auditor to perform audit procedures on those investments. 

Conclusion
Based on the above, have the conditions for electing an ERISA Section 103(a)(3)(C) audit been met?

ERISA References
29 CFR 2520.103-5 Transmittal and certification of information to plan administrator for annual reporting purposes
29 CFR 2520.103-8 Limitation on scope of accountant's examination
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