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DEPARTMENT OF HEALTH & HUMAN SERVICES


ADMINISTRATION FOR CHILDREN AND FAMILIES

370 L’Enfant Promenade, S.W.

Washington, D.C. 20447


Dear Colleague:

This is to inform you that the Work Opportunity and Tax Credit (WOTC) and Welfare to Work Tax Credit (WtW) have been extended for a 30 month period through December 31, 2001.  The extension makes the reauthorization retroactive to the credits’ expiration date of June 30, 1999.  This reauthorization was signed into law on December 17, 1999. 

The Work Opportunity and Tax Credit (WOTC) is a federal income tax credit that encourages employers to hire eight targeted groups of job seekers who began work any time after June 30, 1998, and before December 31, 2001.  Qualified TANF or former TANF recipients are one of the eight targeted WOTC groups.  The credit generally equals 40% of qualified first-year wages up to $6,000 for certified workers who work at least 400 hours in the first year (for a maximum credit of $2,400 per certified worker).

The Welfare to Work Tax Credit (WtW) is a federal income tax credit and encourages employers to hire Long-Term Welfare recipients who begin work any time after December 31, 1997 and before December 31, 2001.  The amount of the WtW tax credit differs from the WOTC.  The WtW tax credit is 35% of qualifying first year wages and 50% of qualifying second year wages of up to $10,000.  The maximum WtW tax credit for first year wages is $3,500 and for second year wages is $5,000.  The Welfare to Work Tax Credit is administered under the Work Opportunity Tax Credit (WOTC) certification procedures established by the Small Business Job Protection Act of 1996.  Like the WOTC, the WtW Tax Credit generally is not available to any organization that is exempt from tax.

In some instances, an individual may meet the requirements both as a Qualified TANF recipient for purposes of the WOTC and as a Long-Term Family Assistance Recipient for purposes of the WtW tax credit.  In any taxable year, an employer who hires such an individual may choose to claim either the WOTC or the WtW tax credit but not both, with respect to that employee.

Both the WOTC and WtW Tax Credits are important tools in a diverse toolbox of flexible strategies designed to help people move from welfare to work and achieve economic self-sufficiency.  Both of these incentives join targeted tax credits and employment program initiatives that both help American workers and increase American productivity and economic growth.
We encourage you to disseminate this information to your staff so they become knowledgeable about both the Work Opportunity Tax Credit and Welfare to Work Tax Credits and use these important tools to help current and qualified recipients become employed and achieve self-sufficiency.   

For your convenience, we have attached the Department of Labor (DOL) Directive that announced this reauthorization and also Internal Revenue Service Notice 99-51 of October 4, 1999 that describes these two tax credits and clarifies their operation when an individual is employed by more than one employer in the process of moving from welfare to work.  We have also attached a Fact Sheet on the Welfare to Work Tax Credit and a list of State WOTC Coordinators.  For more information on the Welfare to Work Tax Credit, you may call your State Employment Agency or State WOTC Coordinator.  For more information on tax-related aspects of this tax credit, you may call the Internal Revenue Service at 202-622-6060.  

You may also find additional information on both Tax Credits on the DOL/ETA website at www.doleta.gov/employer/wotc.htm and Internal Revenue Service website at www.irs.ustreas.gov.  In addition, you may also call Paul Maiers of my staff at 202-401-5438.

Sincerely,







           /s/                                                                        Alvin C. Collins

Director

Office of Family Assistance

Attachments:

DOL/ETA Program Directive of December 22, 1999
Internal Revenue Code of 1986, Sections 51 and 51A, as amended 

   (Notice 99-51 of October 4, 1999) (pdf reader)
ETA Fact Sheet on Welfare-to-Work Tax Credit



 HYPERLINK "http://www.ttrc.doleta.gov/contacts/index.html" 

List of State WOTC Coordinators



cc:  ACF Regional Administrators/HUB Directors
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