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The material appearing in this presentation is for informational 
purposes only and is not legal or accounting advice. 
Communication of this information is not intended to create, and 
receipt does not constitute, a legal relationship, including, but not 
limited to, an accountant-client relationship. Although these 
materials may have been prepared by professionals, they should 
not be used as a substitute for professional services. If legal, 
accounting, or other professional advice is required, the services of 
a professional should be sought. 
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AGENDA 

• The HIRE Act 
• Work Opportunity Tax Credit (WOTC) 
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• Signed into law by President Obama on March 18, 2010 
• Two hiring and retention incentives 

- Payroll Tax Exemption 
- Retained Worker Tax Credit 

 

THE HIRE ACT 
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QUALIFIED EMPLOYER 

• Any employer, except 
- U.S. government 
- State government (not including public institutions 

of higher education) 
- Any political sub-divisions thereof 
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QUALIFIED EMPLOYEE  

• Hired after February 3, 2010 and before January 1, 2011 
• Has not worked more than 40 hours in 60 days 

immediately prior to employment 
- Requires signed affidavit, under penalties of perjury 

• Does not replace another employee, unless the other 
employee quit voluntarily or was terminated for cause 

• Must not be a related party (as defined in IRC 51(i)(1)) 
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PAYROLL TAX EXEMPTION 

• Exempts qualified employer from their portion of 
qualified employee Social Security taxes (6.2% of 
wages)  
- Maximum potential benefit per employee is $6,622  
 (FICA wage cap of $106,800 x 6.2%)  

• Applies to wages paid after March 18 through the end 
of 2010 

• Does not apply to employer’s portion of Medicare tax 
• Eliminates ability to claim Work Opportunity Tax Credit 

on related wages 
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RETAINED WORKER TAX CREDIT 
• A tax credit for each employee that: 

- Is a qualified employee for the Payroll Tax Exemption, 
- Was employed by the taxpayer on any date in the tax year, 
- Was employed for not less than 52 consecutive weeks, and 
- Whose wages paid for the last 26 weeks was at least 80% 

of the first 26 weeks 
• The tax credit is the lesser of: 

- $1,000, or 
- 6.2% of wages paid during the 52 week period  

   An employee with qualifying wages over $16,129 would result in a $1,000 tax 
credit 
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RETAINED WORKER TAX CREDIT (CONT’D) 

• The credit applies to any tax year ending after the 
day of enactment 

• Due to 52 week employment requirement, the first 
year to claim the credit would be 2011 

• Both the Retained Worker Tax Credit and the WOTC 
can be claimed on the same employee 

• No portion of this tax credit may be carried back to a 
prior year 
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   Benefits 
 

Increased cash flow 
Proposed incentives offer immediate cash 
savings for eligible employers. 
 

Potential large 2011 tax credit 
 

WOTC opportunity 
Employers not currently claiming WOTC could 
bundle the two programs by screening for both 
programs simultaneously: 
• Both require screening of new 

applicants/hires for various criteria 
• Employers are allowed either the payroll tax 

exemption or the WOTC. 

H.R. 2847 – HIRE Act 
Challenges 
 

Increased administrative burden 
An infrastructure must exist to self-screen, track, follow 
up with employees, and coordinate with the payroll tax 
department on filings. 
 

Time is of the essence 
Employers must screen and capture the documentation 
before the employee departs. 
 

Increased compliance burden 
Employers need to ensure that they (1) capture the first 
quarter of the benefit correctly via manual calculation 
and filing of the 941/941-X, and (2) accommodate any 
changes made to federal employment tax returns (e.g., 
Form 941, and 941-X). 
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WORK OPPORTUNITY TAX CREDIT 
(WOTC) 

• WOTC was created to encourage employers to hire 
individuals that have barriers to employment. 
Those barriers were specified as targeted 
categories or groups 
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WHO QUALIFIES FOR WOTC? 

• WOTC applies only to new hires. 
• The new employee may not have worked for the 

hiring employer anytime in the past and may not be a 
relative or dependent of the employer. 

• A new employee may be certified as a member of a 
targeted group by meeting the criteria described in 
any of several targeted groups. 
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WORK OPPORTUNITY TAX CREDIT 
WOTC was designed to help move people from welfare or other 
barriers into gainful employment and create high performance 
workplaces 
 
The targeted groups include:  

A member of a family that recently received Temporary Assistance to Needy 
Families (TANF); 
A member of a family that is receiving or recently received Food Stamps;  
An 18-40 year old resident of one of the federally designated Empowerment Zone; 
A summer youth employee; 
A qualified veteran;  
A Supplemental Security Income (SSI) recipient; 
Someone convicted of a felony or recently released from prison. 
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CALCULATING THE CREDIT 
• NEW: The consolidated WOTC for hiring target group 

members can be as much as:  
 

•   $2,400 for each new adult hire;  
 

•   $1,200 for each new summer youth hire, 
 

•   $4,800 for each new disabled veteran hire, and 
 

•   $9,000 for each new long-term family assistance  
recipient hired (taken over a two-year period). 
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CALCULATIONS 

• The credit is based on the hours worked and the wages 
earned.  
 

• Once the new adult WOTC hire has worked 120 hours (3 weeks) 
the calculation is 25% of the wages earned up to a maximum of 
$6,000 in wages or $1,500 in federal income tax credits. When each 
qualified employee reaches 400 hours worked (10 weeks), the 
calculation is 40% of the wages earned up to a maximum of $6,000 
in wages or $2,400 in federal income tax credits.  
 

• For each New Summer Youth the maximum wage for the 
calculation is $3,000. So the credits available are one half of the 
general WOTC employee or $750 and $1,200 respectively. 



MOSS ADAMS LLP  |  16 

CALCULATIONS 
• For each Disabled Veteran the maximum wage is $12,000 So the 

credits available are twice that of the new adult WOTC hire or 
$2,400 and $4,800 respectively. 

 
• For each Long-Term Family Assistance Recipient the maximum 

wage for the calculation is based on first $10,000 of wages per year 
over two years. The employee must work 180 days and work at 
least 400 hours. The calculation for first year wages is 40% of the 
wages earned or $4,000 in federal income tax credits. The 
calculation for second year wages is 50% of the wages earned or 
$5,000 in federal income tax credits for a possible total of $9,000. 
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WOTC PROGRAM CHALLENGES 

 
 
 

Process and rules are complicated and cumbersome. 
 
Drop Dead 28 day filing requirement for most categories. 
 
Discovery of qualified personnel is difficult & intrusive. 
 
Unaware of the available tax credits. 
 
Lack of in-house resources. 
 
Some WOTC coordinators have slow turn around. 
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FEDERAL FORM 8850 
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FEDERAL FORM 9061 
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TARGETED GROUP VERIFICATION FORM 
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IMPLEMENTATION CONSIDERATIONS 
• Each hiring location and hiring managers must be educated 

and trained on new program and distribution of 
procedures/forms/supplies. 

• Each new hire must be timely surveyed to determine 
eligibility. 

• Each qualified hire must complete a self-attestation “under 
penalties of perjury.” 

• Self attestations require tracking, follow-up and scanning. 
• 941 and 941-X FICA tax credit must be correctly computed. 
• If WOTC is identified, then both have to be tracked to 

determine optimal benefit. 
• Retention has to be documented and assessed including the 

second 6-month period rule for each person. 
• Need for location and forms compliance analysis and reports. 
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CONTACT US FOR QUESTIONS 

David Estrada, Senior Manager 
State and Local Tax Practice, Moss Adams LLP 
david.estrada@mossadams.com 
(480) 366-8325 
 
 
Ron Saavedra, Senior Manager 
State and Local Tax Practice, Moss Adams LLP 
ron.saavedra@mossadams.com 
(505) 878-7264 
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