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SUBJECT: State Personnel Programs Policy Memorandum # 2004-09


Alternate Retirement Program (ARP)

1. Senate Bill 1105, Chaptered August 11, 2004 amended and added sections to the Government Code as it relates to the California Public Employees Retirement System (CalPERS) to establish an Alternate Retirement Program (ARP) for certain new State employees.  The new rules took effect August 11, 2004.

2. The new ARP will affect all new State Civil Service (SCS) employees and State Active Duty (SAD) service members, hereafter referred to as simply employees for the purposes of this policy memorandum.

3. The following is information regarding the new mandatory ARP for new state miscellaneous employees.  The ARP will provide a retirement savings plan in lieu of a retirement benefit under CalPERS during the first 24 months of an ARP member’s state employment.  The Department of Personnel Administration’s (DPA) Savings Plus Program (Savings Plus) will administer the ARP.  

4. Effective August 11, 2004, these new eligible employees will not contribute to CalPERS for a period of 24 months after their eligibility date.  Instead, these employees will contribute to ARP for this period allowing them to save for retirement.  There will be no employer contribution to either plan during this period.  CalPERS membership will be established even though no contributions will be reported to or service credit earned during the ARP period.

5. On the first pay period of the month, following 24 months from the employee’s CalPERS qualification date, both the employee and employer must begin contributing to CalPERS and contributions to the ARP will cease.  Non-qualifying pay periods do not affect this 24-month period.  

6. The contribution to ARP will be 5% of compensation in excess of $513 of the employee’s monthly pre-tax pay.  ARP contributions will appear on the employee’s payroll earnings statement and direct deposit statement as ‘Retirement.’  This contribution will be deposited into a 401(a) Plan administered by Savings Plus.  In addition, ARP participants will receive an annual ARP statement for the period ending June 30 of each year.

7. All eligible employees will be automatically enrolled in a 401(a) Plan upon receipt of the employee’s first ARP contribution.  The account will be established using personnel information from the SCO Payroll and Personnel System.

 

8. The ARP contributions will be administered by Savings Plus and will be deposited in the Dwight Asset Management Stable Value Fund, or another stable value fund as determined by Savings Plus, for the duration of the employee’s participation in the program.  The employee will not be able to transfer assets to a different investment choice or change the amount of their contribution.

9. Employees participating in ARP can still voluntarily enroll in the 401(k) Plan, 403(b) Plan, and/or 457 Plan and defer up to the annual maximum limits if they so choose.

10. Employees who participate in ARP will be able to make an election to purchase service credit or receive lump sum distribution with their ARP assets.  The election period begins the first day of the 47th month after their CalPERS membership qualification date and ends no later than the last day of the 49th month. If the employee does not make an election, the ARP assets will be automatically transferred to a Savings Plus 401(k) Plan established for the employee. 

11. For questions and/or comments, you may contact my Deputy, CW4 Dave Tollefson at (916) 854-3678 or Ms. Patricia Ivashin, Staff Services Manager, at (916) 854-3683 or the undersigned at (916) 854-3077.
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