
401k audited financial statement
examples 2022
Understanding 401(k) audited financial statement examples for 2022 is crucial for plan
sponsors, participants, and anyone involved in managing or overseeing employer-
sponsored retirement plans. These statements provide a transparent and comprehensive
overview of a 401(k) plan's financial health, investment performance, and operational
compliance. This article will delve into what constitutes a 401(k) audited financial
statement, why audits are essential, what key components to look for in 2022 examples,
common audit findings, and how to interpret the information presented. Whether you're a
seasoned plan administrator or new to the complexities of 401(k) management, grasping
the intricacies of these audited financial statements will empower you to make informed
decisions and ensure the long-term success of your retirement plan.

What is a 401(k) Audited Financial Statement?

Why Are 401(k) Audited Financial Statements Necessary?

Key Components of a 2022 401(k) Audited Financial Statement

Navigating 401(k) Audited Financial Statement Examples for 2022

Common Areas of Focus in a 401(k) Plan Audit

Interpreting the Information in Your 401(k) Audited Financial Statements

The Role of Independent Auditors in 401(k) Audits

Best Practices for Maintaining Accurate 401(k) Financial Records

Understanding 401(k) Audited Financial
Statement Examples 2022
A 401(k) audited financial statement is a detailed report prepared by an independent,
qualified auditor. Its primary purpose is to provide an objective assessment of the financial
condition and operational activities of a 401(k) retirement plan. These statements are
essential for demonstrating compliance with regulatory requirements, particularly those set
forth by the Employee Retirement Income Security Act of 1974 (ERISA). For the 2022 plan
year, these documents offer insights into how plans performed and were managed during a
period marked by economic fluctuations and evolving investment landscapes.

The audit process involves a thorough examination of the plan's assets, liabilities,
revenues, expenses, and participant transactions. Auditors assess the accuracy and
completeness of financial records, evaluate internal controls, and ensure that the plan is



being administered in accordance with its governing documents and applicable laws and
regulations. Access to clear and accurate 401k audited financial statement examples
2022 can be invaluable for plan sponsors seeking to understand their obligations and best
practices for their own plans.

Why Are 401(k) Audited Financial Statements
Necessary?
The necessity of 401(k) audited financial statements stems from ERISA's mandate to
protect the interests of plan participants and beneficiaries. These audits serve as a critical
safeguard, ensuring transparency and accountability in the management of retirement
assets. By requiring an independent audit, regulatory bodies aim to prevent fraud,
mismanagement, and non-compliance, which could jeopardize the retirement security of
employees.

Protecting Plan Participants and Beneficiaries
Plan participants entrust their hard-earned savings to the employer for investment and
management within the 401(k) plan. An independent audit provides assurance that these
assets are being handled responsibly and according to established rules. It helps identify
any discrepancies or potential issues that could negatively impact participants' retirement
outcomes, such as improper valuation of assets or unauthorized use of plan funds.

Ensuring Regulatory Compliance
ERISA imposes strict reporting and disclosure requirements on retirement plans. A 401(k)
audit is a key component of this compliance framework. Auditors verify that the plan is
adhering to ERISA's fiduciary responsibilities, reporting deadlines, and disclosure
obligations. Failing to meet these requirements can result in significant penalties and legal
repercussions for the plan sponsor.

Enhancing Plan Sponsor Accountability
The audit process holds plan sponsors accountable for their role as fiduciaries. It scrutinizes
their selection and monitoring of service providers, investment management practices, and
overall plan administration. The findings from an audit can highlight areas where the plan
sponsor may need to improve its oversight or make necessary adjustments to ensure the
plan's integrity.

Providing Transparency to Stakeholders
Audited financial statements offer a clear and verifiable picture of the plan's financial
status. This transparency is vital not only for participants but also for other stakeholders,
such as the Department of Labor and the Internal Revenue Service. It allows these entities



to effectively oversee retirement plans and enforce regulations.

Key Components of a 2022 401(k) Audited
Financial Statement
A comprehensive 401(k) audited financial statement for 2022 will typically include several
essential sections, each providing specific financial and operational information.
Understanding these components is crucial for anyone reviewing these documents, whether
as a plan sponsor or a curious participant.

Statement of Plan Net Assets
This statement details the plan's assets and liabilities as of a specific date, usually the end
of the plan year (December 31, 2022). It will list all the assets held by the plan, such as
investments in mutual funds, company stock, employer contributions, and cash. Liabilities
might include amounts due to participants for distributions or outstanding participant loans.
The difference between total assets and total liabilities represents the net assets available
for plan benefits.

Statement of Changes in Plan Net Assets
This statement tracks the movement of assets into and out of the plan during the audit
period (January 1, 2022, to December 31, 2022). It typically breaks down net investment
income (gains or losses on investments), contributions from employers and employees, and
distributions to participants (e.g., retirement, disability, withdrawals). This statement
provides a clear picture of how the plan's net assets grew or decreased over the year.

Notes to Financial Statements
These notes are an integral part of the audited financial statements and provide crucial
context and additional detail. They can include information about:

The plan's accounting policies and methods.

Significant accounting estimates and assumptions made by management.

Details about investment valuations, including fair value measurements.

Information about related-party transactions.

A summary of the plan's provisions and any amendments.

Details on contingent liabilities or commitments.

Information about the plan's tax status.



Supplemental Schedules
Beyond the primary financial statements, audited 401(k) financial statements often include
supplemental schedules. These might detail:

Participant-level data, such as account balances and contribution histories.

Investment performance data for various fund options.

Information on fees paid to service providers.

Details on investments held directly by the plan, rather than through a master trust.

Navigating 401(k) Audited Financial Statement
Examples for 2022
When reviewing 401k audited financial statement examples 2022, it's important to
approach them systematically. Understanding the typical structure and the information
presented will allow for a more effective and insightful analysis of a plan's financial health
and operational efficiency.

Locating and Accessing Examples
For those seeking 401k audited financial statement examples 2022, resources like the
Department of Labor's Form 5500 database can be a starting point, although direct access
to the full audit report might be limited for public consumption. Some financial institutions
or plan administration firms may offer anonymized examples or case studies. Many plan
sponsors will receive their audited statements directly from their appointed auditors.

Understanding the Auditor's Report
A crucial element of the audited financial statements is the auditor's report. This report
expresses the auditor's opinion on whether the financial statements are presented fairly, in
all material respects, in accordance with generally accepted accounting principles (GAAP).
Auditors will typically issue an unqualified opinion if they find no significant issues.
However, they might issue a qualified opinion, an adverse opinion, or a disclaimer of
opinion if material misstatements or scope limitations are identified.

Benchmarking Plan Performance
When examining 401k audited financial statement examples 2022, plan sponsors can



use them as a benchmark. By comparing their plan's asset growth, contribution levels, and
expense ratios against similar plans, they can identify areas of strength and weakness. This
benchmarking is crucial for ensuring the plan remains competitive and effective in meeting
its retirement savings objectives.

Common Areas of Focus in a 401(k) Plan Audit
Independent auditors focus on several key areas during a 401(k) plan audit to ensure
compliance and financial integrity. These areas are critical for verifying the accuracy of the
financial statements and the adherence to fiduciary responsibilities.

Investment Valuation and Accuracy
Auditors will meticulously examine how plan investments are valued. This includes verifying
that market prices are used for publicly traded securities and that valuations for less liquid
assets, such as company stock or real estate, are reasonable and consistently applied. They
will also ensure that investment income and gains/losses are recorded correctly.

Contribution Processing and Timeliness
A significant area of audit focus is the timely and accurate processing of employee and
employer contributions. ERISA mandates that contributions be deposited into the plan no
later than the 15th business day after the date the contributions are paid to the employer,
or in the case of participant-directed accounts, no later than the 7th business day after the
date the contributions are received by the employer. Auditors will verify that these
deadlines are met and that contributions are allocated correctly to participant accounts.

Distribution and Loan Processing
Auditors will review the procedures for processing participant distributions, including
retirement, termination, disability, and hardship withdrawals. They will also scrutinize the
administration of participant loans to ensure compliance with plan terms and IRS
regulations. This includes verifying that loan repayments are properly deducted from
payroll and applied to the outstanding loan balances.

Fiduciary Responsibilities and Compliance
The audit will assess whether the plan sponsor has fulfilled its fiduciary duties. This includes
examining the process for selecting and monitoring service providers (e.g., recordkeepers,
investment managers), ensuring that investment options are prudent and diversified, and
that plan expenses are reasonable. Compliance with plan documents and ERISA regulations
is a paramount concern.



Internal Controls
Auditors evaluate the effectiveness of the plan's internal controls. These controls are
designed to prevent errors and fraud in the processing of transactions and the safeguarding
of plan assets. They will look for evidence of segregation of duties, authorization
procedures, and reconciliation processes to ensure the integrity of financial operations.

Interpreting the Information in Your 401(k)
Audited Financial Statements
Successfully navigating 401k audited financial statement examples 2022 requires an
understanding of how to interpret the data presented. This knowledge empowers plan
sponsors to make informed decisions and identify potential areas for improvement.

Analyzing Investment Performance
The statement of changes in plan net assets provides crucial information about investment
performance. Look at the net investment income figures. Are there significant gains or
losses? Compare these to the performance of the underlying investment options available
in the plan. Understanding the drivers of investment performance is key to evaluating the
effectiveness of the plan's investment strategy.

Evaluating Expense Ratios and Fees
While not always explicitly detailed in the main financial statements, notes or supplemental
schedules might provide information on administrative fees and investment management
costs. It's important to analyze these expenses to ensure they are reasonable and
competitive. High fees can significantly erode long-term investment returns for participants.

Reviewing Participant Transaction Activity
The audit reports on the accuracy of participant allocations, contributions, and distributions.
Examining these areas can provide insights into the efficiency of the plan's recordkeeping
and administration. Any significant discrepancies or delays in processing could indicate
operational issues that need to be addressed.

Identifying Trends Over Time
If you have access to multiple years of audited financial statements, compare the 2022
statements with prior years. This can help identify trends in asset growth, contribution
patterns, and operational efficiency. Recognizing these trends can inform strategic planning
and proactive problem-solving.



The Role of Independent Auditors in 401(k)
Audits
Independent auditors play a vital role in the 401(k) ecosystem, providing an objective and
expert assessment of a plan's financial health and compliance. Their involvement adds a
layer of credibility and assurance that is essential for maintaining trust in the retirement
system.

Objectivity and Independence
The cornerstone of an auditor's role is their independence. They are not employees of the
plan sponsor and have no vested interest in the plan's outcomes beyond performing their
professional duties. This objectivity allows them to provide unbiased opinions and
recommendations.

Expertise in Auditing and ERISA
Qualified auditors possess specialized knowledge of auditing standards, accounting
principles (GAAP), and the complex regulations governing retirement plans, particularly
ERISA. This expertise is crucial for identifying potential compliance issues and ensuring that
the financial statements are prepared in accordance with all applicable requirements.

Detecting Errors and Fraud
While audits are not designed to detect every instance of fraud, the rigorous examination of
financial records and internal controls by independent auditors can uncover material
misstatements, whether caused by error or intentional misrepresentation. Their work acts
as a deterrent and a mechanism for detection.

Providing Assurance to Stakeholders
The auditor's opinion on the financial statements provides assurance to various
stakeholders, including plan participants, the Department of Labor, and the IRS, that the
plan is being managed responsibly and in compliance with the law. This assurance is
fundamental to the trust placed in employer-sponsored retirement plans.

Best Practices for Maintaining Accurate 401(k)
Financial Records
Proactive recordkeeping is essential for a smooth and successful 401(k) audit. By adhering
to best practices, plan sponsors can minimize potential issues and ensure the integrity of
their financial reporting.



Establish Clear Internal Controls
Implement robust internal controls for all aspects of plan administration, from contribution
processing to distribution management. This includes segregation of duties to prevent a
single individual from having complete control over a financial transaction.

Maintain Detailed and Organized Records
Keep meticulous records of all plan-related activities, including contribution remittances,
payroll data, investment statements, participant elections, loan agreements, and
distribution forms. Organized records make it easier for auditors to perform their work
efficiently.

Regularly Reconcile Plan Records
Periodically reconcile the plan's accounting records with statements from the recordkeeper
and custodian. This process helps identify and correct any discrepancies in a timely
manner, preventing them from becoming larger issues during an audit.

Stay Updated on Regulatory Changes
The regulatory landscape for retirement plans is constantly evolving. Plan sponsors should
stay informed about changes in ERISA and IRS regulations that could impact their plan
administration and financial reporting.

Communicate Effectively with Service Providers
Maintain open and consistent communication with your 401(k) plan service providers, such
as the recordkeeper and investment advisor. Ensure they are providing accurate and timely
information, and address any concerns promptly.

Frequently Asked Questions

What are the key components of a 401(k) audited
financial statement for 2022?
A 2022 401(k) audited financial statement typically includes a Statement of Net Assets
Available for Benefits, a Statement of Changes in Net Assets Available for Benefits, a
Statement of Cash Flows, and accompanying notes to the financial statements. These detail
investment performance, contributions, distributions, administrative expenses, and the
plan's overall financial health.



Why are 401(k) plans audited annually?
401(k) plans are audited annually to ensure compliance with ERISA (Employee Retirement
Income Security Act) and other relevant regulations. The audit provides an independent
assessment of the plan's financial operations, investment activity, and adherence to
fiduciary responsibilities, protecting participants' assets.

What are some common findings or issues that auditors
look for in 2022 401(k) audits?
Auditors in 2022 likely focused on areas like proper valuation of investments, accurate
recording of contributions and distributions, adherence to plan document terms,
safeguarding of plan assets, and the effectiveness of internal controls. Compliance with
evolving regulations related to cybersecurity and data privacy might also be a focus.

How does the market performance in 2022, a volatile
year, impact the audited financial statements?
The market volatility in 2022 would be reflected in the Statement of Net Assets Available
for Benefits, showing fluctuations in the value of plan investments. The Statement of
Changes in Net Assets Available for Benefits would also demonstrate the impact of
investment gains or losses on the plan's overall value.

Where can plan sponsors find examples of 2022 401(k)
audited financial statements?
Plan sponsors can often find examples through their plan administrator, recordkeeper, or
audit firm. Professional organizations for retirement plan professionals and accounting firms
may also provide sample statements or guidance on their websites.

What is the role of the independent auditor in the
401(k) audit process?
The independent auditor provides an objective and unbiased opinion on whether the 401(k)
plan's financial statements are presented fairly in all material respects, in accordance with
generally accepted accounting principles (GAAP) and relevant regulatory requirements.

Are there specific disclosure requirements for 401(k)
plans in their 2022 financial statements?
Yes, ERISA and GAAP mandate specific disclosures, including details about investment
options, participant loans, significant transactions, related party transactions, and
information about fees charged to the plan and its participants. For 2022, disclosures
related to economic conditions and their impact might be emphasized.



How does a 401(k) audit differ from the Form 5500
filing?
The audited financial statement is a detailed, independently verified report of the plan's
financial position and activity. Form 5500 is an annual information return filed with the IRS
and DOL that summarizes plan operations and financial data, and for larger plans, it
requires an attached audit report.

What are the potential consequences for a 401(k) plan
if its audited financial statements reveal significant
compliance issues?
Significant compliance issues found in an audit can lead to penalties from regulatory bodies
(like the IRS or DOL), require the plan to undertake corrective actions, potentially impact
fiduciary liability, and could even result in disqualification of the plan's tax-qualified status if
not promptly addressed.

Additional Resources
Here are 9 book titles related to 401(k) audited financial statement examples for 2022, with
descriptions:

1. Auditing 401(k) Plans: A Practical Guide for Accountants and Auditors
This book provides a comprehensive overview of the auditing process for 401(k) plans. It
covers key areas such as plan compliance, internal controls, and financial statement
presentation, offering practical insights and examples. Auditors will find guidance on
performing effective audit procedures to ensure the accuracy and fairness of 401(k)
financial statements.

2. Understanding 401(k) Financial Statements: A User’s Manual
Designed for plan sponsors, participants, and anyone seeking to interpret 401(k) financial
reports, this guide breaks down complex accounting principles. It explains the purpose and
components of an audited financial statement, highlighting critical information for
understanding plan performance and financial health. The book aims to demystify financial
reporting for retirement plans.

3. Navigating ERISA Compliance for 401(k) Plans
This title delves into the regulatory landscape surrounding 401(k) plans, focusing on the
Employee Retirement Income Security Act (ERISA). It addresses the auditing requirements
mandated by ERISA and how these translate into the preparation of audited financial
statements. Understanding these regulations is crucial for ensuring plan fiduciaries meet
their obligations.

4. Best Practices in 401(k) Plan Administration and Reporting
This book outlines the essential practices for managing and reporting on 401(k) plans
effectively. It emphasizes the importance of accurate financial reporting and the role of the
audited financial statement in demonstrating accountability. Readers will learn how to
optimize plan administration for improved transparency and compliance.



5. Financial Statement Analysis for Retirement Plans
This resource focuses on the techniques and methodologies for analyzing the financial
statements of retirement plans, including 401(k)s. It guides users on how to interpret key
financial ratios and metrics presented in an audited report to assess the plan's financial
stability and investment performance. This knowledge is vital for informed decision-making
by plan sponsors and fiduciaries.

6. The Auditor's Toolkit: Mastering 401(k) Audit Engagements
This practical guide equips auditors with the necessary tools and knowledge to conduct
successful 401(k) audits. It offers sample audit programs, checklists, and documentation
examples tailored to retirement plan audits, including considerations for the 2022 reporting
year. The book aims to enhance the efficiency and effectiveness of audit procedures.

7. 401(k) Plan Design and Fiduciary Responsibilities in the Modern Era
This book explores the evolving landscape of 401(k) plan design and the critical fiduciary
duties involved. It highlights how audited financial statements serve as a cornerstone of
demonstrating compliance with these responsibilities. The text provides insights for plan
sponsors to design and manage their plans effectively while adhering to all reporting
requirements.

8. Sample 401(k) Audited Financial Statements: A Model for 2022 Reporting
This title offers a collection of anonymized yet realistic examples of 401(k) audited financial
statements specifically prepared for the 2022 fiscal year. It showcases various scenarios
and disclosures that auditors and plan sponsors commonly encounter. This resource serves
as a valuable reference for understanding the expected format and content of these
reports.

9. SEC Filings and 401(k) Disclosure Requirements
While primarily focusing on publicly traded companies, this book touches upon the
intersection of SEC regulations and the reporting obligations for 401(k) plans. It explains
how certain 401(k) information might be incorporated into broader corporate financial
disclosures, emphasizing the importance of accurate underlying financial data.
Understanding these broader reporting contexts can be beneficial for plan administrators.
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