[bookmark: work-opportunity-tax-credit]Work Opportunity Tax Credit
[bookmark: learning-objectives]Learning Objectives
· Define the Work Opportunity Tax Credit (WOTC) and its purpose.
· Identify key WOTC target groups relevant to foster youth.
· Understand the specific eligibility criteria that enable foster youth to qualify for WOTC.
· Outline the employer’s process for applying for and claiming WOTC.
· Learn best practices for integrating WOTC into hiring strategies for foster youth.
[bookmark: agenda]Agenda
· WOTC Fundamentals
· Target Groups & Foster Youth Connections
· The WOTC Process
· Best Practices & Resources
· Q&A
[bookmark: understanding-wotc---fundamentals]Understanding WOTC - Fundamentals
· WOTC is a federal tax credit available to employers who hire individuals from certain target groups facing significant barriers to employment.
· Purpose: Incentivize businesses to hire these individuals, fostering economic opportunity and reducing reliance on public assistance.
· Administered by: U.S. Department of Labor (DOL) and the Internal Revenue Service (IRS).
· Not a Grant: It’s a tax credit – reduces a company’s federal tax liability, dollar-for-dollar.
[bookmark: why-does-it-matter-key-benefits]Why Does it Matter? Key Benefits
· Significant Tax Savings: Credits can range from $2,400 to $9,600 per qualified hire.
· Reduces Tax Liability: Directly offsets federal income tax (or alternative minimum tax for C corporations).
· Enhances Corporate Social Responsibility (CSR): Demonstrates commitment to diversity, inclusion, and community support.
· Access to a Motivated Talent Pool: Individuals from target groups are often highly motivated to succeed.
· Low Cost to Implement: Primarily involves process adjustments rather than direct financial outlay.
[bookmark: wotc-target-groups---overview]WOTC Target Groups - Overview
· Temporary Assistance for Needy Families (TANF) Recipients
· Veterans (various categories)
· Ex-felons
· Designated Community Residents (DCRs)
· Vocational Rehabilitation Referrals
· Summer Youth Employees (living in empowerment zones)
· Supplemental Nutrition Assistance Program (SNAP) Recipients
· Supplemental Security Income (SSI) Recipients
· Long-Term Unemployment Recipients
· Qualified Long-Term Unemployment Recipients
[bookmark: wotc-target-groups---key-characteristics]WOTC Target Groups - Key Characteristics
· Focus on Disadvantage: Each group addresses a specific barrier to employment (e.g., poverty, disability, lack of job history, previous incarceration).
· Documentation Required: Eligibility is proven through specific federal or state agency documentation (e.g., proof of SNAP benefits, vocational rehab referral letters).
· Varies by Credit Amount: The potential credit amount can differ based on the target group and hours worked.
· Employee Disclosure is Key: The employer relies on the potential hire to disclose their status, often through a pre-screening questionnaire.
[bookmark: wotc-foster-youth-making-the-connection]WOTC & Foster Youth: Making the Connection
· There is NO direct WOTC target group explicitly named “Foster Youth.”
· However, many foster youth, due to their life circumstances, often qualify under existing WOTC target groups.
· The key is understanding which categories are most applicable and how to identify them.
[bookmark: most-common-wotc-avenue-for-foster-youth]Most Common WOTC Avenue for Foster Youth
· Vocational Rehabilitation Referrals
· Definition: Individuals referred to the employer by a state vocational rehabilitation agency, the Department of Veterans Affairs, or an employment network under the Ticket to Work program, who have a physical or mental disability that constitutes a substantial barrier to employment.
· Why it applies to Foster Youth:
· Many foster youth receive services from state agencies (e.g., Child Protective Services, local Workforce Development Boards) that can be considered vocational rehabilitation or job readiness programs.
· They may also have documented learning disabilities, mental health challenges, or other conditions that qualify as disabilities and warrant vocational rehab services.
· Often, these agencies have formal referral processes in place.
[bookmark: common-wotc-avenues-for-foster-youth-1]Common WOTC Avenues for Foster Youth (1)
· Supplemental Nutrition Assistance Program (SNAP) Recipients
· Definition: Individuals ages 18-39 who are members of a family that received SNAP (Food Stamps) benefits for at least 3 months during the 5-month period ending on the hiring date.
· Why it applies: Many foster youth, especially those aging out of care, face economic hardship and qualify for SNAP benefits. This is a very common qualifying category.
[bookmark: common-wotc-avenues-for-foster-youth-2]Common WOTC Avenues for Foster Youth (2)
· Qualified Long-Term Unemployment Recipients
· Definition: An individual who has been unemployed for 27 or more consecutive weeks AND received unemployment compensation during some portion of the unemployment period.
· Why it applies: Older foster youth (18+) who have struggled to find stable employment after aging out of care may fit this. The credit here is higher – up to $9,600.
[bookmark: secondary-wotc-avenues-for-foster-youth]Secondary WOTC Avenues for Foster Youth
· Designated Community Residents (DCRs)
· Definition: Individuals ages 18-39 who live within an Empowerment Zone, Enterprise Community, or Renewal Community.
· Why it applies: While not universal, some foster youth may reside in these specific geographic areas designated by the government. Requires verification of address.
· Other Potential Avenue
· SSI Recipients: If they have a qualifying disability leading to Supplemental Security Income.
· The Power of Asking:
· A comprehensive pre-screening process allows individuals to self-identify potential eligibility across ALL categories.
[bookmark: employers---step-1-pre-screening]Employers - Step 1: Pre-Screening
1. Job Offer: Extend a conditional job offer to the applicant.
1. Form 8850: Present the applicant with IRS Form 8850, “Pre-Screening Notice and Certification Request for the Work Opportunity Credit.”
· Timing is CRITICAL: Must be completed and signed by both employer and employee on or before the job offer date OR the day the job offer is made. (Technically, the earlier of the job offer date or the day the job offer is made.)
· Applicant self-identifies potential eligibility by checking boxes.
1. Collection of Supporting Documentation: If the applicant indicates potential eligibility, begin collecting the necessary proof (e.g., SNAP benefit letters, vocational rehab referral, proof of unemployment).
[bookmark: employers---step-2-certification-request]Employers - Step 2: Certification Request
· Certification Request to State Workforce Agency (SWA)
2. ETA Forms: Complete ETA Form 9061 or ETA Form 9062 (if using a third-party designated agent).
2. Submit to SWA: Send Form 8850, ETA 9061/9062, and all supporting documentation to your state’s Workforce Agency (SWA) within 28 days of the employee’s start date.
2. SWA Review: The SWA reviews the application and documentation to determine if the individual meets WOTC eligibility criteria.
2. Certification: If approved, the SWA issues a certification letter to the employer.
[bookmark: employers---step-3-hiring]Employers - Step 3: Hiring
· Hiring & Credit Calculation
2. Hire the Employee: The individual begins employment.
2. Track Wages & Hours: Keep accurate records of wages paid and hours worked for the certified employee.
2. Claim Credit (Form 5884): Use IRS Form 5884, “Work Opportunity Credit,” to calculate and claim the credit on your federal income tax return (e.g., Form 1120 for corporations, Form 1040 Schedule C for sole proprietors).
[bookmark: critical-timelines]Critical Timelines
· Key Timelines:
· Form 8850: Must be signed by the earlier of the job offer date or the day the job offer is made.
· SWA Submission: All forms and documentation must be submitted to the SWA within 28 days of the employee’s first day of work.
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· Common Pitfalls to Avoid:
· Missing Deadlines: The #1 reason for WOTC denials.
· Incomplete Documentation: Ensure all required proofs are attached and legible.
· Lack of Applicant Disclosure: Not consistently presenting Form 8850 to all new hires.
· Retroactive Applications: You cannot apply for WOTC for an employee already on your payroll beyond the 28-day window.
· Misunderstanding Eligibility: Assuming an individual qualifies without proper documentation.
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· Cultivate Strong Partnerships:
· Connect with local foster care agencies, independent living programs, and workforce development boards.
· Educate them on WOTC and how they can help provide documentation/referrals.
· Standardize Your WOTC Process:
· Implement a routine for presenting Form 8850 to all new hires.
· Designate an internal WOTC champion or partner with a third-party WOTC consultant.
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· Educate Your Hiring Managers:
· Train them on the importance of WOTC and the initial pre-screening step.
· Emphasize that the hiring decision should not be based on WOTC eligibility, but the process must happen concurrently.
· Beyond the Credit: Retention Strategies for Foster Youth:
· Mentorship programs
· Supportive work environment
· Access to employee assistance programs (EAPs)
· Clear career pathways and training opportunities
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· Review current hiring processes: Where can Form 8850 be seamlessly integrated?
· Identify potential partners: Research local foster care agencies, independent living programs, and workforce boards.
· Train your HR/onboarding team: Ensure they understand WOTC and the critical deadlines.
[bookmark: qa-and-conclusion]Q&A and Conclusion
· Recap Key Takeaways:
· WOTC is a valuable tax credit for hiring individuals facing employment barriers.
· Many foster youth qualify under existing WOTC categories, particularly Vocational Rehabilitation Referrals and SNAP Recipients.
· Strict adherence to timelines (Form 8850 at offer, SWA submission within 28 days) is crucial.
· Partnerships and internal processes are key to success.
· Beyond the credit, hiring foster youth offers immense social and talent benefits.
· Questions?
[bookmark: wotc-resources]WOTC Resources
· TWC WOTC Website
· DOL Website
· IRS Website
· WOTC Brochure (PDF)
· DOL WOTC Quick Reference Guide (PDF)
[bookmark: wotc-contact-information]WOTC Contact Information
· WOTC Customer Service
· Phone: 800-685-6879 (option 5)
· Email: wotc@twc.texas.gov
· Website: https://www.twc.texas.gov/programs/work-opportunity-tax-credit
