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SB 1234 (De Leόn-Steinberg) California Secure Choice Retirement Savings Program 

 

PURPOSE:  
 

Create a supplemental retirement savings program for California’s private sector workers that do not have 

access to retirement plans through their jobs.  The California Secure Choice Retirement Savings Program 

would provide a reliable, affordable, and completely portable retirement savings plan for the millions of 

Californians without a workplace retirement plan. 

_______________________________________________________________________________________ 

 

BACKGROUND: 
 

Retirement Insecurity: Californians at Risk 

 

Across the United States, millions of workers will retire into poverty because they will not have enough in 

assets to meet their basic needs in their senior years.  Here in California, nearly one-half of workers will face 

significant economic hardship in retirement, with incomes below 200% of the federal poverty threshold.  The 

most at-risk groups are young workers age 25-44 and low-income workers, but even middle-income workers 

will be at substantial risk of not having enough retirement income to be self-sufficient. 

 

Since the nation’s personal savings rate is extremely low and retirement planning is now largely controlled 

by private for-profit Wall Street investment firms, the United States is staring at an economic time bomb that 

left unaddressed will overwhelm taxpayer-funded entitlement and other safety net programs.  The lack of 

retirement savings affects all Californians, as seniors without sufficient retirement savings will more likely 

need to rely on government assistance for housing, health care and other basic necessities.  

 

According to a recent report by the UC Berkeley Center for Labor Research and Education, Meeting 

California’s Retirement Security Challenge (October 2011), 62% of private sector workers in California 

do not participate in an employer-sponsored retirement plan, compared to 57% in the United States as a 

whole.  Also, workers in small and medium sized firms are disadvantaged in their access to employer-

sponsored retirement plans—in California, 84% of people working for employers with 25 or fewer workers 

do not participate in a retirement plan at work. 

 

Social Security is the foundation of retirement income for the vast majority of retirees in California, but these 

payments alone, averaging $1,181 per month, are not enough to sustain workers in retirement.  Although 

Social Security has reduced the poverty rate among retirees in general, women and minorities are 

disproportionately represented among retirees living in poverty and among low-income retirees.  In 

California, approximately 2/3 of the retirees living in poverty are women. 

 

 

 

 



Page 2 of 6 
 

______________________________________________________________________________________ 

 

PROPOSAL: 
 

California workers in the private sector need a lifelong retirement savings system that provides them with the 

opportunity to build their assets and achieve financial stability in retirement.  The California Secure Choice 

Retirement Savings Program would provide a vital supplement to Social Security income by offering 

participants a low-risk, low-cost, and completely portable retirement savings plan that will have a guaranteed 

interest rate on their retirement savings.  

 

Employers that want to offer their employees a retirement savings plan also need a way to help their 

employees save for retirement.  Private sector employers often face significant barriers in setting up their 

own workplace retirement plans—in addition to the costs of hiring service providers and paying service fees, 

plans such as 401(k)s can be complex to maintain and administer, employers must accept fiduciary 

responsibility, and they are subject to an array of rules and regulations. 

 

Under the California Secure Choice Retirement Savings Program, voluntary contributions from employees 

and employers would be pooled into a professionally-managed retirement fund that leverages economies of 

scale and longer investment horizons to offer every California worker the chance to enroll in a retirement 

savings plan. 
 

Here in California, over 7 million private sector workers do not have access to a retirement plan at 

their place of employment.  If these workers contributed 3% of their earnings towards a retirement 

fund, the fund would have an estimated $6.6 Billion to invest in the first year alone. 
 

This legislation seeks to accomplish all of the following: 

 

California Secure Choice Retirement Savings Investment Board 
 

 Create the California Secure Choice Retirement Savings Trust, administered by the California Secure 

Choice Retirement Savings Investment Board.  This governing and oversight board would be chaired 

by the State Treasurer and modeled after ScholarShare, California’s 529 College Savings Plan. 

 

 In addition to the State Treasurer, the seven-member Board would include the State Controller, 

Director of Finance, an individual with retirement savings and investment experience appointed by 

the Senate Rules Committee, a small business representative and a public member each appointed by 

the Governor, and an employee representative appointed by the Speaker of the Assembly. 

 

 In establishing the California Secure Choice Retirement Savings Program, the Board would hire 

private firms to manage the investment portfolio and the retirement savings accounts, and also secure 

underwriting through private insurers to guarantee the rate of return on the retirement savings plans.  

CalPERS would also be eligible to bid on the contract to manage the investment portfolio provided it 

could form a partnership with private vendors to handle the day-to-day account management and 

obtain the necessary private insurer underwriting. 

 

 Trust funds could only be used exclusively for the purpose of paying benefits to program 

participants, for program administration costs, and for investments made for the benefit of the 

program. 

 

Taxpayer Protections 

 

 Prior to the development of the California Secure Choice Retirement Savings Program, direct the 

Board to conduct a market analysis to determine the viability of implementation, including the 

assessment of likely participation rates, contribution levels, and the feasibility of investment vehicles.   
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The market analysis would only be conducted if sufficient funds are made available through a non-

profit or private entity, federal funding, or an annual Budget Act appropriation for this purpose. 

 

 Following the market analysis, forward the Board’s findings to the Chairs of the Senate Public 

Employment and Retirement Committee and the Assembly Public Employees, Retirement and Social 

Security Committee. 

 

 The implementation of the California Secure Choice Retirement Savings Program would only move 

forward if the Board notifies the Director of Finance that based on the market analysis the program 

will be completely self-sustaining.   

 

 Before studying, developing and obtaining the necessary approvals to fully implement the California 

Secure Choice Retirement Savings Program, the Board would have to receive sufficient funding to 

cover start-up costs through a non-profit, private entity, federal funding, or an annual Budget Act 

appropriation. 

 

 Once fully implemented, the California Secure Choice Retirement Savings Trust would be self-

sustaining and extremely low-risk due to the modest guaranteed benefit (likely tied to the 30-year 

Treasury-bond rate) and long investment horizon.  In guaranteeing the rate of return for the 

retirement savings plans, ensure zero-liability to the state by requiring the Board to secure private 

underwriting and reinsurance to manage risk. 

 

 There would be no state liability for the retirement savings benefit that is guaranteed to program 

participants.  Any financial liability for the payment of benefits that exceeds the funds available in 

the program would be borne by the private underwriters pursuant to the contract entered into with the 

Board on behalf of program participants. 

 

Disclosures for Employees and Employer Liability Protections 

 

 Employees would receive a program information packet with a disclosure form that includes the 

benefits and risks of making retirement contributions, the mechanics of how to participate or opt out 

of the program, the process for the withdrawal of retirement savings, and how to obtain additional 

information about the program.   

 

 The disclosure form would clearly inform employees that employers are not liable for their decisions 

whether to participate in or opt out of the program, or for employee investment decisions, and state 

that their employer is not a fiduciary of the California Secure Choice Retirement Savings Trust or 

program, the employer does not bear responsibility for how the program is administered, and the 

employer is not liable with regard to investment returns and benefits paid to program participants. 

 

 In addition, the disclosure form would notify employees that their employers are not in a position to 

provide financial advice, and that they should contact financial advisors if they want to seek financial 

advice.   

 

 To notify employees that the state is not liable for the retirement savings benefit, the form would also 

specify that the program fund is privately insured and is not guaranteed by the State of California. 

 

 Employees would be required to sign and date the disclosure form acknowledging that they have read 

all of the disclosures and understand their content. 
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Employee Participation in the California Secure Choice Retirement Savings Program 

 

 When the Board officially opens the California Secure Choice Retirement Savings Program for 

enrollment, allow employers to voluntarily offer the program to their employees and use their payroll 

system to directly deposit employee contributions into the retirement savings plan. 

 

 Phase-in employee participation into the California Secure Choice Retirement Savings Program—

only employers that do not offer their own employer-sponsored retirement plan (such as a 401(k)) or 

payroll deduction IRA would have to perform the ministerial duty of supplying the information 

packet with disclosure form, and allowing employees to remit contributions through payroll 

deduction: 

o Employers with 100+ employees: allow employee participation within 3 months of the Board 

opening the program for enrollment; 

o Employers with 50+ employees: within 6 months;  

o Employers with 5+ employees: within 9 months. 

 

 Set the employee default savings amount at 3%, and authorize the Board to adjust the amount 

between 2%-4% and vary the amount according to the length of time the employee has contributed to 

the California Secure Choice Retirement Savings Program. 

 

 Voluntary employee participation—employees that do not want to enroll and make contributions to 

the California Secure Choice Retirement Savings Program can opt-out at any time. 

 

 At least once every two years, employers would designate an “open enrollment period” during which 

employees that previously opted-out would be given the opportunity to enroll or opt-out again.  

Employees that decide to opt-out of the program would only be able to enroll or restart their 

participation during the employer-designated open enrollment period. 

 

 Employees that already have access to a workplace retirement plan can also voluntarily participate in 

the California Secure Choice Retirement Savings Program.  However, their employer would not be 

obligated to allow them to use their payroll system to make automatic payroll deductions to the 

program. 

 

Role of Employers 

 

 Unlike employer-sponsored retirement plans such as 401(k)s, employers participating in the 

California Secure Choice Retirement Savings Program would not bear any fiduciary responsibility 

and would not be required to pay administrative fees or comply with federal quarterly-reporting 

mandates. 

 

 Employers that opt to make the California Secure Choice Retirement Savings Program available to 

their employees would have the limited obligation of allowing their employees to access their payroll 

system to make reliable, systematic, automatic deductions to the program. 

 

 Voluntary employer contributions—employers participating in the California Secure Choice 

Retirement Savings Program would be allowed to use the program to make contributions on their 

employees’ behalf or match their employees’ contributions. 

 

 Employers would retain the option at all times to set up and offer their own retirement plans instead 

of permitting their employees’ access to the California Secure Choice Retirement Savings Program. 
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 If the Employment Development Department (EDD) finds through its investigation and audit 

function that an employer is out of compliance, the employer would be given notice and allowed a 

90-day grace period to comply without penalty.  Employers that are out of compliance after 90 days 

would be required to pay a penalty of $250 per employee, and if an employer is found to be in willful 

noncompliance 180 days or more after the notice, there would be an additional penalty of $500 per 

employee. 

 

Role of the Employment Development Department 

 

 Direct the EDD to modify its exemption certificate form to permit eligible employees to opt-out of 

participating in the California Secure Choice Retirement Savings Program.   

 

 EDD would provide outreach and marketing to the employer community, and also facilitate the 

dissemination of the employee information packet designed by the board. 

 

______________________________________________________________________________ 
 

SUPPORT:  
AARP-California 

American Federation of State, County and Municipal Employees, AFL-CIO (AFSCME) 

Association of California School Administrators (ACSA) 

California Association of Psychiatric Technicians (CAPT) 

California Faculty Association (CFA) 

California Labor Federation, AFL-CIO 

California Professional Firefighters (CPF) 

California Retired County Employees Association (CRCEA) 

California School Employees Association (CSEA) 

California Teachers Association (CTA) 

Congress of California Seniors (CCS) 

Earned Assets Resource Network (EARN) 

East Hollywood Chamber of Commerce 

Faculty Association of California Community Colleges (FACCC) 

Greenlining Institute 

JERICHO 

Latinos for a Secure Retirement (LSR) 

Little Armenia Neighborhood Association 

National Conference on Public Employee Retirement Systems (NCPERS) 

National Hispanic Council on Aging  

Service Employees International Union (SEIU) Local 99 

SEIU United Long Term Care Workers  

State Association of County Retirement Systems (SACRS) 

TELACU 

United Food and Commercial Workers (UFCW) Local 1428 

United Teachers Los Angeles (UTLA) 

Western Prelacy Armenian Schools 

 

OPPOSITION:  
American Council of Life Insurers (ACLI) 

Association of California Life and Health Insurance Companies (ACLHIC) 

California Association of Health Underwriters 
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(Opposition, cont’d) 

 

California Farm Bureau Federation 

California Grocers Association 

California Chamber of Commerce 

California Independent Grocers Association 

California Manufacturers & Technology Association (CMTA) 

California Retailers Association 

Financial Planners Association 

Financial Services Institute 

Fullerton Chamber of Commerce 

Garden Grove Chamber of Commerce 

Hispanic Engineers Business Corporation 

Howard Jarvis Taxpayers Association 

Insurance Brokers and Agents of the West 

Investment Company Institute 

Long Beach Area Chamber of Commerce 

National Association of Insurance and Financial Advisors (NAIFA) of California 

National Federation of Independent Business (NFIB) 

Orange Chamber of Commerce 

Pacific Life Insurance Company 

Plumbing-Heating-Cooling Contractors Association of California 

Securities Industry and Financial Markets Association (SIFMA) 

Small Business California 

Western Electrical Contractors Association 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

____________________________________________________________________________________ 
For more information, please contact: Lisa Chin, Legislative Director, at (916) 651-4022.               (updated: 5/29/12) 
 


