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Tax Credits as shared in Washington Business Journal

As the US economy transitions away from the plethora of COVID related tax incentives, loans,

and grants, a new article in the Washington Business Journal by Senior Reporter Andy Medici

focuses on several remaining tax credits that could benefit small businesses.  These include:

● The Work Opportunity Tax Credit

This is for businesses that hire a wide range of disadvantaged groups, including

previously incarcerated individuals, folks with disabilities, veterans, and residents of

specific low-income communities.  The credit is equal to 40% of wages paid (with a cap

of $6,000) for the first year of employment, who work at least 400 hours for the

business.  The maximum total credit is about $2,400 and counts against the business’

income tax liability

● Federal Insurance Contributions Act, or FICA, Tip Credit

This allows eligible businesses to claim a credit against its income taxes for FICA wages

paid on tipped wages more than the minimum wage.  This credit has been under-utilized

by small businesses in the past and is limited to the restaurant industry

● The Employee Retention Tax Credit

The American Rescue Plan Act extended and expanded this program to include 70% up

to $10,000 in qualifying wages per employee per quarter.  Businesses need to record a

drop in revenue in 2020 or the 1st three quarters in 2021 compared to 2019 or if they

have been operating under government restrictions.  This could add up to $26,000 per

full-time employee, but this is rare.  PPP recipients are eligible, the amount of credit

they receive will be reduced by that amount

● Electric Vehicle Tax Credits for Businesses

The Inflation Reduction Act includes a tax credit for qualifying electric vehicles of up to

$7,500 weighing less than 14,000 pounds, and up to $40,000 for vehicles that weigh

more, with certain limitations.  Building-out electric charging stations could also mean a

tax credit of $32,000 - $100,000

● Research & Development Tax Credits

The Inflation Reduction Act doubled the R&D tax credit from $250,000 to $500,000.  The

credit is refundable and applied against payroll taxes and includes expenditures for a

wide variety of expenses, including products, processes, techniques and/or software


