[bookmark: _Hlk151022174]From the desk of
Peter S. Muffoletto, C.P.A. _____________________________________________________ 
	[image: Peter S. Muffoletto, C.P.A.]
	
	phone (818) 346-2160
fax (818) 346-3130





___________
Work Opportunity Tax Credit

Employers that hire employees within certain designated groups can reduce the tax they owe when they claim the Work Opportunity Tax Credit (WOTC) on their federal tax return. 
To claim the credit, an employer must first get certification an individual is eligible.
The credit was extended through the end of 2025. 
The credit encourages employers to hire workers certified as members of any of 10 groups who face barriers to employment. 
When hiring, employers should review eligibility requirements for the Work Opportunity Tax Credit.
Eligible Employees
An employee may be eligible if they are a member of one of the following groups:
1. People who receive:
0. Long-term family assistance.
0. Long-term unemployment.
0. Supplemental Nutrition Assistance Program benefits.
0. Supplemental Security Income.
0. Temporary Assistance for Needy Families.
1. Formerly incarcerated individuals.
1. Qualified unemployed veterans, including disabled veterans.
1. Designated community residents living in Empowerment Zones or Rural Renewal Counties.
1. People referred to vocational rehabilitation programs.
1. Summer youth employees living in Empowerment Zones.
Certification requirement
To obtain certification that an individual is eligible, the employer must submit IRS Form 8850, Pre-screening Notice and Certification Request for the Work Opportunity Credit to the workforce agency for the state where the employee works. 
The submission must be done within 28 days after the individual begins work. 
Employers should not submit this form to the IRS. 
Employers should contact the state workforce agency with questions about processing Form 8850.
Claiming the credit

Eligible employers claim the Work Opportunity Tax Credit on their federal income tax return. 
It is generally based on wages paid to eligible workers during the first year of employment. 
After the employer receives Form 8850 certification from the state workforce agency, the credit is calculated on IRS Form 5884, Work Opportunity Credit, and then claim the credit on Form 3800, General Business Credit. 
Wages used to calculate WOTC cannot be used to calculate other wage-based credits.
Tax-exempt organizations
A special rule allows tax-exempt organizations claim the credit only for hiring qualified veterans who began work for the organization before 2026. 
After the employer receives the Form 8850 certification from the state workforce agency, they claim the credit against payroll taxes on Form 5884-C, Work Opportunity Credit for Qualified Tax Exempt Organizations. 
The IRS recommends that qualified tax-exempt employers do not reduce their required deposits as they wait for the tax credit. 
The credit will not affect the employer’s Social Security tax liability.
Limitations on the credits
For a taxable business, the credit is limited to the business' income tax liability. Unused credit is subject to the normal carry back and carry forward rules. 
For qualified tax-exempt organizations, the credit is limited to the amount of the employer's share of Social Security tax it owes on wages it paid to qualifying employees.
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We here at Muffoletto & Company believe that the more informed you are in regards to the rules and regulations that affect you the more we can be of service.
Should you have questions relating to any 
tax or financial matters call at 
(818) 346-2160, 
or you can visit us on the web at 
www.petemcpa.com!


Providing individuals, small businesses, corporations, partnerships, professionals, and other business entities with the necessary guidance and answers for a complex world. 

IMPORTANT NOTICE
The contents of this email and any attachments to it may contain privileged and confidential information from Muffoletto & Company.
This information is only for the viewing or use of the intended recipient. If you are not the intended recipient, you are hereby notified that any disclosure, copying, distribution or use of, or the taking of any action in reliance upon, the information contained in this e-mail, or any of the attachments to this e-mail, is strictly prohibited and that this e-mail and all of the attachments to this e-mail, if any, must be immediately returned to Muffoletto & Company or destroyed and, in either case, this e-mail and all attachments to this e-mail must be immediately deleted from your computer without making any copies hereof. 
If you have received this e-mail in error, please notify Muffoletto & Company by e-mail immediately.
To ensure compliance with Treasury Department regulations, we wish to inform you that, unless expressly stated otherwise in this communication (including any attachments) any tax advice that may be contained in this communication is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or applicable state or local tax law provisions or (ii) promoting, marketing or recommending to another party any tax-related matters addressed herein. 
If you prefer not to remain on our email lists, please let us know.
We will remove you as soon as you notify us.
You may do so by emailing us at
pete@petemcpa.com
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