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‘ PENSION SERVICES Know the key facts: what, who, how, and when

Many states are launching “state-run” retirement programs and California is no exception. The California program is
called “CalSavers.” This is a state mandated program with penalties for non-compliance. All employers with employees
in California must evenfuo”y participate if fhey do not offer a retirement p|cm that will exempt their business. This does

not opp|y for emp|oyers who have five or fewer emp|oyees who are residents of California.

What is CalSavers?

CalSavers is a state mandated Roth Individual Retirement Ar-

rangement (IRA) automatic contribution program.

«  Roth contribution rate of five percent (5%) of pay for those
age eighteen (18) and employed at least 30 days

. Au’romofico”y escalates by one percent (1%) per year fo a

maximum of eigh‘r percent (8%)

«  Each individual emp|oyee may elect a different amount, elect

out of auto-escalation, or comp|e‘re|y opt-out of the program

What if an employer has a retirement plan?
If the emp|oyer maintains a retirement program o|reody, the emp|oyer is exempt from this program. For a comp|efe list of

p|ons that exempt emp|oyers visit www.calsavers.com.

Your business is exempt if you maintain a SEP or SIMPLE IRA plan; a payroll deduction IRA program with automatic en-
rollment; a 403(a), 403(b); or a 401(a) plan such as 401(k), profit sharing plan, pension plan, or participate in a multiple
employer plan (MEP). See the CalSavers website for more details.

When must employees register?

Starting on January 1, 2023, emp|oyers with 1-4 emp|oyees can register with Calsavers. This segment of mandated
employers has until December 31, 2025, to register. Businesses that do not employ anyone outside of the owners

are exempt from this expansion.

Emp|oyers who repor’red an average of 5 or more emp|oyees for the prior year are mandated and have a deadline

of December 31, 2022 (passed).
If an employer's mandated deadline was September 30, 2020, June 30, 2021, or June 30, 2022, and has not regis-

tered with CalSavers, ‘rhey are out of comp|ionce and must register immediofe|y or face peno|fies4
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http://www.calsavers.com

All employers:

« Must register their business

« Must register for an exemption if H’\ey o|reoo|y have a listed retirement program

« Must create poyro” list and add emp|oyees

« Must enroll any W-2 paid employee after 30 days and at least age 18 regardless of part-time or full-time status
« Must submit contributions or de|ego’re an opproved poyro|| provider to submit contributions

« Must add and remove emp|oyees once e|igib|e or terminated

All employees:
« Will automatically be enrolled by the employer

« Are responsib|e for opting ouf, chonging investment options and contribution rates, and re—enro”ing (0|| done
through CalSavers)

« Are responsible for monitoring the Roth IRA annual limits ($6,500 plus catch-up of $1,000 for 2023)

« Must 0pp|y their respective AGI Roth compensation limit

« Will select investments from listed funds (i.e, State Street Target Date, Money Market, Bond, Global, Sustainable
Balanced)

Offered investments have fees ranging from 82.5 - 95 basis points (per the website this includes fund and adminis-

tration fees).

Here’'s how it works for the employee:

The employer automatically enrolls an eligible employee in a Roth IRA unless the employee opts out. The 2023 max-
imum contribution limit is $6,500 for those employees less than 50 years of age and $7,500 for those over age 50.
Enrolled emp|oyees are free to chonge their contributions or opt out. The emp|oyee will select from an array of in-
vestments or by default use a farget fund based on their estimated retirement date. All contributions are 100 percent

vested.

What happens if the employer doesn’t take timely action?

Emp|oyers need to be aware that there is no option to not act. Lack of action whether regisftering for an exemption or
Foi|ing to enroll emp|oyees may result in penoHies. Emp|oyers may face financial penoHies for non-comp|ionce. Fines
range from $250 per eligible employee after 90 days for a notification failure to an additional $500 per eligible

employee after 180 days for a notification failure from California.
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What's the alternative?

Emp|oyers should consult with their tax CPAs, financial advisors, and business consultants to determine if ’rhey have
a p|on that exempts them, and if not, review what retirement p|cm optfions are available to them and best suit their
needs. There are many alternatives to the CalSavers program that are beneficial for both emp|oyees and emp|oyers.
If you are considering ferminating your refirement p|on and your business will remain active, you may be required fo

comply with the CalSavers program.
ply prog

Comparison

See how CalSavers compares o other private retirement p|oris like a 401(k):

CALSAVERS WORKPLACE 401(k)

Employee contribution limit $6,500 $22,500
Pre-tax contribution available No Yes
Matching contribution option No Yes
Vesting requirements No Yes
Financial advisor support No Yes
Employer administrative tasks Yes Yes/No
Addresses employee retention ? Yes
Can allow for creative plan design No Yes

EGPS is here to help you and your clients understand the options and the obligations. This outline is for informational
purposes or1|y and should not be construed as tax or |ego| advice. For more detailed information on CalSavers, visit

WWW.CO'SOV@I’S.COI’Y].
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