
Leading Crypto Advisor is Helping California
Companies Tackle Their 401K Plan

CalSavers lacks in many areas when

compared to a traditional 401K plan

Small California companies are now required to

choose between CalSavers and a traditional 401K

plan. There are meaningful differences.

NEWPORT BEACH, CA, USA, October 25, 2022

/EINPresswire.com/ -- Since June 30th of this year

all California companies with more than 5

employees are mandated to offer their employees

a retirement plan. The most convenient option is to

enroll in the state sponsored CalSavers retirement

savings program. But is it the best option? No.

DAIM, a cutting edge Investment Advisory firm, acts

as a3(38) fiduciary on custom 401k plans and thinks

companies are doing a disservice to employees by

using CalSavers. Read below for some important

distinctions between CalSavers and a traditional

401K.

Tax deductions and tax credits - The CalSavers plan

is essentially a Roth IRA. That means all

contributions are made on an after-tax basis by the

employee. Since the contributions have already

been taxed, they cannot be counted as deductions when the employee files taxes. A 401K plan

can be set up to allow before-tax, after-tax, and Roth contributions. The flexibility afforded to

those who use a 401K makes it much more desirable. Additionally, launching a new traditional

401(k) plan allows them to qualify for up to $5,500 annually in tax credits during the first three

years of having a new 401(k) plan in place. There are no tax credits with CalSavers.

Employer Matching - CalSavers does not allow for employer matching. Only employees can

contribute to the program. Traditional 401Ks allow for employers to match employee

contributions. While it does increase costs marginally, its benefit is immense since it allows

employers to attract better talent as the matching contributions are essentially free money for

participants.

http://www.einpresswire.com


Maximum Employee Contribution -  CalSavers is a Roth plan, which bounds participants to the

contribution limits of a Roth IRA. For 2022 the limit is $6,000. In addition Roth IRAs have income

limits for participants. If the employee makes more than the limit, they will be forced to opt out

of CalSavers, essentially defeating the point of requiring employers to adopt it.

Maximum Total Contribution - Since employer contributions are not allowed into a Roth IRA,

employer contributions are not allowed for a CalSavers plan. This caps Calsavers at a max

contribution limit of $6,000. For a 401K the max limit jumps to $61,000 including employer

matching. For employers who are looking to provide employees with benefits, the ability to

contribute to a participant's retirement plan is very important. 

Alternative Asset Exposure -  One of the main issues holding 401Ks back is the lack of direct

exposure to alternative assets. The vast majority are constrained to mutual funds. CalSavers is

no different. While a mix of mutual funds is not necessarily a bad investment choice, it prevents

participants from creating a more robust portfolio that will prepare them for retirement when

the time comes. Research is showing that the gold standard for a retirement portfolio, the 60/40,

is not providing investors the benefit that it historically has. This could potentially leave retirees

underfunded when they exit the workforce. DAIM manages plans that give participants the

ability to allocate up to 10% of their contributions to pure Bitcoin. This is Bitcoin bought directly

off a leading US exchange and held in a Bitcoin wallet. Adding direct exposure to an alternative

investment like Bitcoin has shown to improve retirement outcomes for defined contribution plan

participants.

Loans and Hardship Withdrawals - A CalSavers plan will not allow a participant to take out a loan

against their portfolio. In addition they do not allow hardship withdrawals which may be

necessary due to a medical or financial emergency. While letting investments sit and compound

over time is ideal, life often has other plans and the flexibility of loans and withdrawals within a

401K are another reason why it is the preferred vehicle. 

Automatic Enrollment - Although retirement savings are important, it doesn’t mean employees

should be forced into it. CalSavers has automatic enrollment for participants. For those not

wishing to participate, they must opt out. If for whatever reason someone is unable to opt out in

time they could find themselves contributing to a Roth IRA when they exceed the income limits.

Undoing this involves taxes and penalties for excess contribution. With a 401K plan, participants

are in full control over their money and are only contributing because they want to.

Attract and Retain Talent - In a competitive hiring environment, employers need every edge they

can gain. A comprehensive benefits package is a great way to differentiate yourself. Furthermore

a 401K plan with higher contribution limits and the ability to invest directly in alternative assets,

like Bitcoin, will be much more attractive to candidates. 

Helping your employees save for retirement is important and you have to start somewhere, so

CalSavers is certainly better than nothing.  But DAIM feels employers are doing a disservice to

https://cri.georgetown.edu/wp-content/uploads/2018/06/WTW71824_WHITE-PAPER_Georgetown-CRI-Target-Date_Jun-18_Final.vs2_626.pdf


themselves and their employees by using an option that is lacking in so many areas. For more

information on how they can help please call the advisors at DAIM at 949.298.7582, email

hq@daim.io, or visit their website.
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