Fair Value Accounting for Employee Benefit Plans

®  Asthe Plan Administrator for my company’s employee benefit plan, how will Financial
° Accounting Standards Board Staterment Mo, 157 (FAS 157) affect my responsibilities and the
audit of my plan?

measure investiments in employee benefit plans. The Financial Accounting Standards Board
issued FAS 157 to provide enhanced guidance for using fair value to measure assets and

®  iabilities. For plan assets and liabilities that are traded in active markets, fair valug is determined
based on quoted market prices. If quoted market prices for identical assets and liabilities are not
available, the plan uses valuation technigues that should maximize the use of observable inputs
(assumptions based on market data) and minimize the use of unobservable inputs.

Plan management is required to take responsibility for the valuation of the plan investments;
and the Form 5500, the annual tax return for employee benefit plans, requires assets to be
reported at their current value. As the Plan administrator, you will be required to coordinate with
the plan management, custodian, trustees, investment fiduciaries, and auditors to establish an
accounting and financial reporting process and related internal controls to deterrmine the fair
value measurements to be included in the audited financial staterments and the Form 5500.

Additional time and information may be needed this year by the auditors to audit the investment
information. Implementation issues will vary based on the types of investments held and the
availability of information. The auditors will need to determing if the valuation methods and
assumptions used are appropriate under FAS 157, and obtaining this additional information
may present significant challenges to plan administrators,

For more information about FAS 157 and employee benefit plan audits, please contact;

! The Madoff scandal brought to the forefront the impaortance of using an accurate fair value to

Michael J. Condino, CPA

Senior Manager

Tronconi Segarra & Associates LLP
6390 Main Street, Suite 200
Williamsville, NYY 14221

mjc @tsacpa.com

716-633-1373

www.tsacpa.com

"TRONCONISEGARRA
ASSOCIATES.

CERTIFIED PUBLIC ACCOUNTANTS | BUSINESS CONSULTANTS
Solutions Beyond The Obvious




