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EDSA Announces Sarbanes-Oxley’s Impact on Retirement Plans

A string of corporate scandals heavily damaged the financial arena in the early part of the century, causing confidence in the stock market to plummet. In an effort to restore investors’ trust in Wall Street, Congress passed the Sarbanes-Oxley Act (SOX) in 2002. The EDSA Group, Inc. recognizes the impact this legislation has on retirement plans. 

SOX initially legislated procedural and behavioral regulations for the audit and financial reporting processes. However, its reach has grown considerably since its introduction, and SOX now encompasses the identification and ongoing management of any risk or weakness that could have negative effects on company stock prices, including vulnerabilities in company retirement plans.

It is no longer enough for employers to provide information about company retirement plans to workers. Under SOX, companies must effectively improve employees’ understanding of such plans. If workers are not saving enough for retirement, and are not made aware of the resulting consequences, employers can be held liable.
According to the Investment Company Institute, approximately 60 percent of Americans have no financial assets for retirement other than their company 401(k) plan. In fact, studies indicate that Americans’ retirement planning is vastly insufficient, and most workers don’t fully understand company pension plans. Furthermore, according to Hewitt Associates, only one in eight employers believes their employees understand company-provided retirement benefits and are adequately planning for their retirement. SOX regulations cause the employers who are aware of these problems to assume legal responsibility.
Publicly-traded firms are not the only ones affected by SOX—the potential for standards to filter down to the private sector exists. Proposed legislation would even hold not-for-profits to these requirements. Because SOX is so far-reaching, every American company that offers retirement benefits will face a flood of legal complications if they fail to adhere to SOX guidelines.

A solution to meeting SOX requirements is through workplace financial education, which helps employees reach a full understanding of retirement issues.  The EDSA Group, Inc. (www.theedsagroup.com) is an independent company that helps employers meet compliance requirements while increasing plan participation and contributions, and improving diversification within portfolios.
For a copy of a white paper exploring this subject, contact The EDSA Group, Inc. (www.theedsagroup.com) at 1-800-942-2777.
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