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New Tax Credits
for Small Employers

Updated provisions in the SECURE 2.0 Act of 2022
offer small employers affordable options to start a
workplace retirement plan. And, a newly-established
employer-sponsored retirement plan could bring you
some pretty significant savings. Here’s how.

Retirement Plan Start-up Credit

Eligible employers who adopt a new plan can claim

a credit for up to 100% of start-up costs for the first
3-years. Eligible start-up costs for qualified plans include
plan setup, administration, and employee education:

e 100% of start-up costs for employers with 50 or
fewer employees

e 50% of start-up costs for employers with 51-100
employees

e Minimum credit: $500 of eligible start-up costs

e Maximum credit: Lesser of $5,000 or $250 times
the number of non-highly compensated employees

Automatic Enroliment Tax Credit

An eligible employer that adds an eligible auto-
enrollment feature to a new or existing plan can claim a
credit of $500 per year for a 3-year period.

Do You Qualify?

Employer Contributions Tax Credit

Employers with 50 or fewer employees get a tax

credit of up to $1,000 per employee for employer
contributions made on behalf of employees making
$100,000 or less in FICA wages (the $100,000 income
threshold will be indexed to inflation-adjusted beginning
in 2024).

1-50 employees:

e Year 1: 100%
e Year 2: 100%
e Year 3:75%
e Year 4:50%
e Year5:25%

For employers with 51-100 employees, the credit is
phased out by reducing the amount of the credit by 2%
per year for per employee above 50.

The Retirement Plan Start-up Credit applies to the first three years of establishing a workplace retirement plan.

You qualify to claim the credit if you:

e Have 100 or fewer employees

e Have at least one non-highly-compensated employee (NHCE) which is an employee who does not own 5% or
more of the business or has received less than $135,000 in compensation for the 2022 tax year)
¢ Did not sponsor a retirement plan in the three tax years prior to establishing a new workplace retirement plan



Retirement Plan Start-Up Credit Calculation

Lesser of 100% of Qualified

Examples
Startup Costs
or: (Y
=] ABC Company

Number of . e 20 employees
NHCEs* Credit Amount e 15 employees are NHCE
1-2 $500 e Started a planin 2023.
3 $750 e Incurred $3,500 in plan start-up costs during the year
4 1,000 .

> Under the new law, the credit would be the lesser of the start-up costs
5 $1,250 ($3,500) or $3,750 ($250 per NHCE). Since the actual start-up costs are
6 $1,500 less than $3,750, the credit amount will be $3,500.
7 $1,750
8 $2,000
9 $2,250 @ﬁ XYZ Company
10 $2,500 e 60 employees in 2022 (the year before establishing the plan)
11 $2.750 e All employees make less than $100,000 in compensation
9 43,000 e Company contributes $3,000 to plan for each employee
13 $3,250 To determine the contribution credit, multiply 60 employees by the
14 $3,500 $1,000 maximum employer contribution credit for a total of $60,000.
15 $3,750 Because there are 60 employees (10 more than 50), reduce the amount
16 $4,000 of the credit by multiplying the 10 employees by 2% for a total of 20%.

! Then multiply $60,000 by 20% to determine the credit-reduction amount

17 | $4,250 of $12,000. The credit for year one would then be $48,000 ($60,000 -
18 $4,500 $12,000). Assuming that the number of employees is unchanged, the
19 $4,750 credit will be the same for the second year of the plan. The credit would

20 or more | $5,000 be reduced in years three through five and eliminated in year six.

*non-highly-compensated employees

Turn to BPAS for direct access to experienced professionals who simplify the process, automate routine tasks, take
ownership over administrative matters, and make life easier:

Dedicated fully-credentialed plan consultants for a single point of contact

More than 30 credentialed actuaries

Expertise and guidance with plan design, compliance, service, and more

A range of services that simplify the complicated nature of retirement and benefit plans without the need to engage
multiple providers. One company. One call.

Ready to learn more? -
inlg] f]o Let’s Talk. BPAS
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866.401.5272 & bpas.com | u.bpas.com ><] TrustSales@bpas.com

BPAS Services: Workplace Retirement Plans | Actuarial & Pension | Healthcare Consulting | IRA | VEBA HRA | Health & Welfare Plans | Fiduciary
Collective Investment Funds | Fund Administration | Institutional Trust
BPAS Subsidiaries: Hand Benefits & Trust | BPAS Trust Company of Puerto Rico | NRS Trust Product Administration | Global Trust Company
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