
CALIFORNIA STATE MANDATE  
RETIREMENT SAVINGS OPTIONS

401(k) vs. IRA

California has now implemented its Secure Choice savings program called CalSavers. This state-run Roth IRA retirement 
program is one of several qualified options available to business owners. Not sure which retirement savings option is right 
for you and your business? Not sure which plans satisfy the California mandate? Review this side-by-side comparison.

401(k) CalSavers Roth IRA

Availability • Most employers
• Employees can contribute

• Employees can contribute
• Employer can only contribute if they are also an employee  

of the business

Employer 
Advantages

• Flexible plan design and vesting schedule
• Tax deductible contributions 
• Possible tax credit for start-up costs 
• Enhanced contribution options for owners and highly 

compensated employees
• Payroll integration 
• Attract and retain top talent

• No year-end process
• No cost to employer
• No fiduciary liability

Employee 
Advantages

• High contribution limits
• Tax savings with pretax deductions from paychecks
• Employer contributions
• Easy, online setup
• Distribution options such as loans and hardship
• ERISA protection from creditors

• No vesting schedule

Disadvantages • Annual notices, plan testing, and maintenance may be required
• Cost to employer 

• No employer startup tax credit
• Low contribution limits
• Owners and highly compensated employees may be excluded
• Cost to employee
• No ERISA protection from creditors 
• If employer is contributing as an employee, contributions must 

be made from their bank account (not via payroll deduction)
• No employer matching contribution options

Contribution  
Limits (2020)

• Maximum contribution limit: $19,500
• Age 50 and over, additional catch-up contribution limit: $6,500

• Maximum contribution limit: $6,000 
• Age 50 and over, additional catch-up contribution limit: $1,000

PAi Retirement Savings Options
While California is suggesting a payroll deducted auto IRA to business owners, a 401(k) plan offers the most customizable 
options for small businesses including plan loan options and large contribution limits for plan participants. IRA offers a 
lesser maximum contribution limits and highly compensated employees and owners may not be able to contribute. PAi’s 
401(k) plan options provide unique benefits including:

 y Easy, online setup

 y Payroll integration capabilities to save you time by minimizing administrative tasks reducing errors

 y Retirement savings in terms of years, not just balances

 y A team of experienced representatives to support your employees

 y Alerts that help keep employees on track for meeting retirement goals

 y Access to both Traditional and Roth accounts through one login

 y Fulfillment of state initiated workplace savings requirements and mandates
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3. Identifying tax savings and saving for 
retirement, all while running a business.

SOLUTION: Take advantage of business tax credits and 
reduce tax liability by offering a 401(k).

Business Tax Credits for Small Employers – If you are 
establishing a plan for the first time, and you had fewer than 
100 employees in the preceding year, your company may 
receive a three year tax credit to offset 50% of startup costs. 
The credit can range from $500 to $5,000 depending upon 
the number of eligible Non Highly Compensated Employees.*

Reduced Tax Liability – Tax liability is reduced for business 
owners and employees when they contribute to their 401(k) 
plans. Plan matches are tax-deductible for employers and 
tax-deferred for employees. 

4. Finding a retirement plan that meets 
the savings needs of each employee.

SOLUTION: A 401(k) plan offers customizable options that 
fit the needs of employees at all levels. Talk to a retirement 
specialist or your Financial Advisor to learn more about 
contribution limits, vesting schedules, distribution options, 
and payroll integration.

Why offer a 401(k)?
From attracting and retaining talented employees to 
lowering your tax bill, a 401(k) plan may help with some  
of the most universal business challenges.

1. Attracting—and retaining—talented employees. 

SOLUTION: Productivity increases with financial wellness 
which positively impacts a company’s financials. Employees 
who feel like their company is invested in them are more 
likely to be engaged at work and more loyal to the company, 
ultimately reducing employee turnover.1 

2. Finding the balance between saving  
for retirement and growing the company  
in owner-only businesses.

SOLUTION: If you are self-employed, a Solo(k) allows 
owner-only businesses to have a retirement plan at a lower 
cost than larger businesses with multiple employees.

401(k) plans also offer enhanced contribution options  
for owners and highly compensated employees. 

CalSavers Registration Deadlines
Timeline for small businesses to be enrolled in California’s mandated retirement program.

100+ Employees 50+ Employees 5+ Employees

September 30 June 30 June 30
2020 2021 2022

Want to learn more? For additional information about CalSavers and state mandated retirement plans, visit 
calsavers.com and check out additional facts and resources at: pai.com/state-mandates

1 - How do Retirement Plans Affect Employee Behavior? Towers Watson, 2005. 
*PAi recommends consulting with your accountant to discuss eligible tax credits available to your business. Credits outlined not applicable to Solo(k) plans.

CoPilot recordkeeping services include Years of Retirement calculations and savings alerts. Services for CoPilot are provided by Plan Administrators, Inc. (PAi).

If you fail to adhere to the above registration deadlines for your business, you’ll be subject to some pretty hefty penalties. If 
you don’t register in a timely manner, without good reason, you’ll receive a failure of notice to comply; if 90 days passes after 
receiving this notice and you still haven’t taken action to register for the program, you’ll be required to pay a penalty fee of 
$250 per eligible employee. If you wait another 90 days before acting, totaling 180 days after receiving the notice, you’ll be 
subject to an additional $500 penalty per eligible employee for failing to comply with the mandate.
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