
401k audited financial statement examples 2021

401k audited financial statement examples 2021 are critical documents that provide transparency

and assurance to plan participants regarding the management and status of their retirement funds. As

401(k) plans grow in complexity and size, regulatory requirements, including the need for audited

financial statements, have become more prevalent. This article will delve into the importance of audited

financial statements for 401(k) plans, the components of these statements, and provide examples from

2021.

Understanding 401(k) Audited Financial Statements

401(k) audited financial statements are comprehensive reports that provide a detailed overview of a

retirement plan’s financial health. These statements are typically prepared in accordance with

Generally Accepted Accounting Principles (GAAP) and are subject to rigorous independent audits. The

primary purpose of these audits is to ensure accuracy, compliance, and transparency, thus protecting

the interests of the participants.

Importance of Audits for 401(k) Plans

The significance of having audited financial statements for 401(k) plans cannot be overstated. Key

reasons include:

1. Regulatory Compliance: Many 401(k) plans are required by the Employee Retirement Income

Security Act (ERISA) to have annual audits when they exceed 100 participants.

2. Transparency: Audited financial statements offer participants insight into the plan's financial

operations, including investments, expenses, and overall performance.

3. Fraud Prevention: Regular audits can help deter and detect fraud or mismanagement of funds, thus



safeguarding participants' savings.

4. Credibility: An independent audit lends credibility to the financial statements, reassuring

stakeholders that the reported information is accurate and reliable.

Components of 401(k) Audited Financial Statements

An audited financial statement for a 401(k) plan typically includes several key components:

1. Statement of Net Assets Available for Benefits: This statement lists the plan's assets and liabilities,

providing a snapshot of the financial position at a specific date.

2. Statement of Changes in Net Assets Available for Benefits: This statement outlines the changes in

the plan's net assets over a reporting period, detailing contributions, investment income, and benefit

payments.

3. Notes to Financial Statements: These notes provide additional context and explanations for the

figures presented in the financial statements, including accounting policies and significant transactions.

4. Independent Auditor's Report: This report, issued by a certified public accountant (CPA), expresses

the auditor's opinion on the fairness and accuracy of the financial statements.

401(k) Audited Financial Statement Example Structure

To better understand what a typical 401(k) audited financial statement looks like, we can break it down

into a structured format:

1. Cover Page

- Title of the Statement

- Plan Name

- Reporting Period

2. Independent Auditor's Report



- Opinion on financial statements

- Basis for opinion

3. Financial Statements

- Statement of Net Assets Available for Benefits

- Statement of Changes in Net Assets Available for Benefits

4. Notes to Financial Statements

- Summary of significant accounting policies

- Details on investments

- Participant information

5. Supplemental Schedules (if applicable)

- Schedule of assets held for investment purposes

- Schedule of delinquent participant contributions

Examples of 401(k) Audited Financial Statements from 2021

While actual audited financial statements are often proprietary and not publicly available, we can

outline hypothetical examples based on common practices observed in 2021. Below are two fictional

examples of 401(k) audited financial statements based on the structure discussed.

Example 1: XYZ Corporation 401(k) Plan

Independent Auditor's Report

We have audited the accompanying statements of net assets available for benefits of the XYZ

Corporation 401(k) Plan as of December 31, 2021, and the related statement of changes in net assets

available for benefits for the year then ended. In our opinion, the financial statements present fairly, in

all material respects, the net assets available for benefits of the Plan.



Statement of Net Assets Available for Benefits

- Assets:

- Cash and Cash Equivalents: $250,000

- Investments: $5,500,000

- Receivables: $50,000

- Liabilities:

- Accounts Payable: $20,000

- Net Assets Available for Benefits: $5,780,000

Statement of Changes in Net Assets Available for Benefits

- Additions:

- Contributions: $600,000

- Investment Income: $400,000

- Deductions:

- Benefits Paid: $300,000

- Administrative Expenses: $50,000

- Net Increase: $650,000

- Net Assets Available for Benefits, Beginning of Year: $5,130,000

- Net Assets Available for Benefits, End of Year: $5,780,000

Notes to Financial Statements

- Note 1: Description of the Plan

- Note 2: Summary of Accounting Policies

- Note 3: Investments

Example 2: ABC Tech 401(k) Plan

Independent Auditor's Report

We have audited the financial statements of the ABC Tech 401(k) Plan for the year ended December

31, 2021. In our opinion, the financial statements provide a true and fair view of the financial position



of the Plan.

Statement of Net Assets Available for Benefits

- Assets:

- Cash and Cash Equivalents: $150,000

- Investments: $4,200,000

- Receivables: $75,000

- Liabilities:

- Accounts Payable: $30,000

- Net Assets Available for Benefits: $4,395,000

Statement of Changes in Net Assets Available for Benefits

- Additions:

- Contributions: $500,000

- Investment Income: $350,000

- Deductions:

- Benefits Paid: $200,000

- Administrative Expenses: $25,000

- Net Increase: $625,000

- Net Assets Available for Benefits, Beginning of Year: $3,770,000

- Net Assets Available for Benefits, End of Year: $4,395,000

Notes to Financial Statements

- Note 1: Plan Description

- Note 2: Summary of Significant Accounting Policies

- Note 3: Investment Risks

Conclusion

In conclusion, 401k audited financial statement examples 2021 highlight the importance of



transparency and accountability in retirement plan management. These statements not only fulfill legal

obligations but also serve as a vital tool for participants to understand their retirement assets. By

regularly reviewing and ensuring the accuracy of financial statements, 401(k) plans can bolster trust

among participants, enhance financial literacy, and promote a culture of responsible retirement

planning. As regulations evolve, it is crucial for plan sponsors to stay informed and prioritize the

integrity of their financial reporting practices.

Frequently Asked Questions

What is a 401(k) audited financial statement?

A 401(k) audited financial statement is a comprehensive report that provides an overview of a

company's 401(k) plan financial activities, including assets, liabilities, income, and expenses, which is

validated by an independent auditor.

Why are 401(k) plans required to have audited financial statements?

401(k) plans with 100 or more participants are required to have audited financial statements to ensure

compliance with the Employee Retirement Income Security Act (ERISA) and to protect the interests of

plan participants.

What are the key components of a 401(k) audited financial

statement?

Key components include the statement of net assets available for benefits, statement of changes in net

assets, notes to the financial statements, and the auditor's opinion.

How can I find examples of 401(k) audited financial statements from



2021?

Examples can typically be found on the U.S. Department of Labor's website, in Form 5500 filings, or

through financial institutions that manage retirement plans.

What should I look for in a 401(k) audited financial statement?

Look for clear disclosures regarding plan assets, liabilities, investment performance, fees, and any

significant changes from previous years.

How do 401(k) audited financial statements differ from regular

financial statements?

401(k) audited financial statements are specifically focused on retirement plan activities and

compliance, while regular financial statements pertain to the overall financial position and performance

of a business.

What role does an independent auditor play in the 401(k) audited

financial statement?

An independent auditor evaluates the accuracy and fairness of the financial statements, ensuring that

they comply with applicable accounting standards and regulations.

What are the consequences of not having an audited financial

statement for a 401(k) plan?

Failure to obtain an audited financial statement can result in penalties, disqualification of the plan's tax

status, and increased scrutiny from regulatory bodies.

Can small 401(k) plans also benefit from having audited financial



statements?

Yes, even though small 401(k) plans are not required to have audits, obtaining them can enhance

transparency, build trust with participants, and help identify potential issues.
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