
Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any other 
federal government agency, are not deposits or other obligations of, or guaranteed by, a bank or any bank affi liate, and 
are subject to investment risks, including possible loss of the principal amount invested.
RBC Wealth Management does not provide tax or legal advice. All decisions related to the tax or legal implications of your investments should be made in consultation with 
your independent tax or legal advisor. 

© 2022 RBC Wealth Management, a division of RBC Capital Markets, LLC, registered investment adviser and Member NYSE/FINRA/SIPC. 21-20-02941_2090 (01/22)

Are you considering setting up a retirement plan or adding automatic enrollment to 
an existing plan, but are hesitant to do so because of costs and annual administration 
expenses? If so, you need to know that you may be eligible to claim a tax credit for 
part of the ordinary and necessary costs of starting and maintaining an employer 
sponsored plan (including SEPs, SIMPLEs, profi t-sharing and 401(k) plans). 

The Setting Every Community 
Up for Retirement Enhancement 
(SECURE) Act of 2019 
provides for two types of 
retirement plan tax credits 
for small business owners: 

Small employer pension 
plan startup credit

The nonrefundable tax credit is an 
amount equal to 50% of the qualifi ed 
startup costs for the year. The credit 
amount is the greater of $500, or the 
lesser of $250 for each non-Highly 
Compensated Employee (NHCE) 
who are eligible to participate in 
the plan, or $5,000. This credit is 
available for up to three years.

Small employer automatic 
enrollment credit

This credit is $500 per year for up to 
three years beginning with the fi rst 
taxable year for which the employer 
includes an Eligible Automatic 
Contribution Agreement (EACA) in 
an existing or new qualifi ed plan.

An employer with a plan that 
includes only an Automatic 
Contribution Arrangement (ACA) 
does not qualify for the credit; the 
plan must be amended from an 
ACA to an EACA to take advantage 
of the credit. The credit also 
applies to a Qualifi ed Automatic 
Contribution Arrangement (QACA) 
that meets the EACA requirements.

To be eligible, an employer:

• Must sponsor a plan which has 
at least one employee eligible to 
participate who is not considered 
a highly-compensated employee 
(an individual who is at least a 
5% owner or anyone who earned 
more than $130,000 in 2021).

• Must have had no more than 
100 employees during the 
preceding year who received at 
least $5,000 of compensation.

• Must not have maintained a 
plan where substantially the 
same employees benefi tted 
during the three tax years 
immediately before the fi rst year 
for which the credit is claimed.

Your company retirement plan
These credits are a great benefi t to 
getting your company retirement 
plan started. At RBC Wealth 
Management, we recognize the 
importance of selecting and 
designing an appropriate retirement 
plan for you and your employees. 
If you have any questions on this 
or other retirement-related topics, 
please contact your RBC Wealth 
Management fi nancial advisor.
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