88 Pre-Screening Notice and Certification Request for
e OUESTIONN :,“wjg the Work Opportunity and Welfare-to-Work Credits
Depsriman. of i Truotmey P Use only for individuals who begin work after Ssplember 30, 1997,
iniermal Favonus Sersice. > Bew separate nstructions,

FREE MONEY FORJ!;IIR N

//’55

Fll in the lines below and check any boxes that apply. Complete ¢

E] Check here if you received a condltienal certification from the state employment security «
Tocal agency for the work oppariunity credit.

la

ons of dollars ﬂftax*mdm“ e 1

Unielep ne
er 25 and g, ——
= o

T voy, h - : 1
T o TOUSE. —
138 a?, Metmbey o Usehold Teceyy,
Yilcdre s B Ko b, o
e o g Rarney Pecuspey 4 Ed Oﬁm&mm_y
LT L Oy e 0 AT o
FOUsver e, § ""55“'Sbmnatf_zi:ﬁmu"“5 With

i 3
Partrna, A
o vy

TRy oo Y
it (Tang,

T A A e DAy o

it (15

elfare to Work...... in the zone. Thus, this credit is only
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claim credits but do not to file the

apptopriate paperwork. One common-

"~ ly missed tax credit is the Work Oppor-

tunity Tax Credit (WOTC), a credit for
employers that hire qualified employ-
ecs.

The employees that qualify are
generally lower income, but the cate-
gories of qualification are broad. Many
companies in the parking industry hire
qualifying individuals on a regular
basis without knowing they are doing
so. In effect, they lose $2,400 every
time a qualified person is hired, assum-
ing the new hire stays long enough to
work 400 hours and gets paid at least
$6,000 in wages. The amount they lose
is even higher for some other federal
targeted hiring credits.

Work opportunity

To claim the credit, the
new hire must sign a com-
pleted IRS form 8850 on the
first day of work indicating
that they qualify. (See
accompanying list.) Then,
the taxpayer must get the
new hire certified by the
state WOTC office.

The amount of credit is
based on wages paid. In gen-
eral, it equals 40 percent of
the first $6,000 in wages
(82,400). To qualify at all,
the employee must work 120
hours. If the employee works
less than 400 hours, but
more than 120 hours, the
credit is based on 25 percent
rather than 40 percent.
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-“¢ompanies that qualify  too <= - The Welfare-to-Work Credit apphes
: " to new hires that are recipients of AFDC

(Aid to Families with Dependent Chil-
dren) or TANF (Temporary Assistance to
Needy Families). The process of claiming
the credit is similar to the WOTC —
however, the amount of credit is larger.
The credit is based on the first two years’
wages. In the first year, the credit equals
35 percent of the first $10,000 in wages
($3,500). In the second year, the credit
equals 50 percent of the first $10,000 in
wages (35,000). Combining both years,
the credit can equal $8,500 for a qualify-
ing new hire.

Empowerment Zones

To claim the Empowerment Zone
Credit, a taxpayer must employ an
individual that both lives and works

available to companies with locations
in empowerment zones. For compa-
nies that have locations in these
zones, it is necessary to screen the
employee’s addresses for location in
the zone to claim the credit.

The amount of credit is 20 per-
cent of the first $15,000 in wages
paid in a year to a qualifying
employee {up to $3,000).

There are two major differences
between the Empowerment Zone Cred-
it on one hand, and the WOTC on the
other hand. First, the Empowerment
Zone Credit is available retroactively.
There is no requirement that individual
employees be screened as of their first
dav of work, so it is possible to claim
the Empowerment Zone Credit for the
past three years if it has been missed.
Second, the Empowerment Zone

Credit is available each year that
a qualifying employee is
employed. A 20-year employee
can qualify for the credit, and
the credit can be taken each year
as long as the employee remains
qualified and employed.

Renewal Community

The new Renewal Com-
munity Credit (first available
in 20¢}2), is similar to the
Empowerment Zone Credit.
Like the Empowerment Zone
Credit, it applies to wages paid
to employees that live and
work in a particular area (a
renewal community). Also, it
will be available retroactively
(although not before 2002) and
applies each year to qualifying
cmployees.



Consulting firms

Obviously, there is a lot of oppor-
tunity for employers to claim tax cred-
its for targeted hiring. The difficulty is
in the paperwork and compliance
required to claim the credits. Claiming
the WOTC and Welfare-to-Work cred-
its require screening employees as they
are hired. The other credits discussed
above require screening of the employ-
ee’s residence. In addition to these
credits, most states offer credits against
state income tax for a variety of activi-
ties including targeted hiring, capital
investment and job creation. Trying to

track state tax credits can increase the
complexity of the tax credit compli-
ance function tremendously.

Tax credit consulting firms can
provide a valuable service in assisting
with identifying and securing tax cred-
its for employers. Some firms provide
an online screening program to screen
new hires that makes it far easier to
comply with the “first day of work”
screening requirement. Other firms
provide the same service using a
phone bank to interview new hires.
Many work on a contingency.

In conclusion, a lot of money is
left on the table by companies that do

not pursue tax credits. While the
process of going after these credits can
seem overwhelming, using a consult-
ant can help. Additionally, the process
is essentially no risk because the fees
paid to most tax credit consultants are
based on the credits earned.

For more information or assistance
with tax credits, please contact:

OutrLaw CoNSULTING, INC.

Tax Credit Consulting Services

Ed Outlaw

President

21 Eastbrook Bend, Suite 112 « Peachtree City, Georgia 30269

PHONE: 770-631-8503 » FAX: 770-631-9556
email: outlaw @mindspring.com

Developer of www.taxcreditresearch.com
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