WORK OPPORTUNITY TAX CREDIT (WOTC)

Provides businesses with an incentive to hire individuals from groups that have particularly high unemployment rates or other special employment needs. Businesses do not have to be located in an Empowerment Zone (EZ) or Enterprise Community (EC) to qualify for this credit. They can claim the credit if they pay or incur qualified first-year wages to a targeted group employee who began work after September 1996. Groups that qualify include: high-risk youth; veterans; ex-felons; vocational rehabilitation referrals; summer youth employees; food stamp recipients; recipients of assistance under Aid to Families with Dependent Children (AFDC) or its successor program, Temporary Assistance for Needy Families (TANF); Supplemental Security Income (SSI) recipients.

Credit up to $2,400 against Federal taxes for businesses for each new hire from groups that have high unemployment rates or other special employment needs: EZ [EC] youth ages 18-24, welfare recipients, ex-felons, 16-17 year-old EZ [EC] resident summer hires.

Availability expires for individuals who begin work after 12/31/2001. Cannot be combined with WtW credit. State employment services must certify employee is in targeted group. Applicable IRS Tax Forms: Forms 5884 and 8850.


WELFARE TO WORK TAX CREDIT (WtW)

Provides businesses with an incentive to hire long-term family assistance recipients. Businesses do not have to be located in an EZ or EC to qualify for this credit. They can claim the credit if they pay or incur qualified wages during the first two years of employment to a long-term family assistance recipient who began work after December 1997. This incentive applies only to new hires. 

Two-year credit against Federal tax liability for businesses that hire long-term welfare recipients. Credits up to $3,500 first year, $5,000 second year for each new hire. 

Expires for individuals who begin work after December 31, 2001. Cannot be combined with WOTC. State employment services must certify employee is in targeted group. Applicable IRS Tax Forms: Forms 5884, 8850 and 8861.


ENVIRONMENTAL CLEANUP COST DEDUCTION (BROWNFIELDS)

Provides businesses with an incentive to clean up certain sites that are contaminated with hazardous substances. Businesses do not have to be in an EZ or EC to qualify for this deduction. Businesses can chose to deduct qualified environmental cleanup costs in the tax year they pay or incur the cost. A business can do this instead of adding the cost to the basis of its property (and, if the property is depreciable, recovering the costs by taking depreciation deductions over a specified recovery period). This special tax treatment is generally available for qualified environmental cleanup costs that businesses pay or incur after August 5, 1997 and before January 1, 2002.

Businesses can elect to deduct qualified cleanup costs of hazardous substances in certain targeted areas in the tax year the businesses pay or incur the costs. Zones [ECs], including developable sites, are targeted areas. Need certification cost deduction of State environmental agency. Includes costs paid or incurred prior to January 1, 2002. Applicable IRS Tax Form: For more information about the Cleanup Cost Deduction see Section 198, IRS codes. 

QUALIFIED ZONE ACADEMY BONDS

Beginning in 1998, State or local governments can issue Qualified Zone Academy bonds (QZABs) to raise funds for the use of a qualified Zone Academy. However, these bonds require a private business contribution. Certain banks, insurance companies, and corporations actively engaged in the business of lending money can receive a tax credit as an incentive to hold these bonds.

State or local governments can issues bonds at 0-percent interest to finance public school programs with private business partnerships. Businesses must contribute money, equipment, or services equal to 10% of bond proceeds. The Federal Government pays interest in form of tax credit to banks and insurance and certain financial corporations that hold bonds.

Private businesses receive charitable deductions for contributions. Can be used in Zone [EC] for materials, teacher training, rehabilitation, or equipment for programs that prepare students for jobs. Schools must be in Zone [EC] or have 35% of students eligible for free or reduced lunch. Credit allocated by State education agency. Applicable IRS Tax Form: Form 8860. FMI: www.ed.gov/inits/constuction/qzab.html

(Information on following program taken from SBA website; see { HYPERLINK "http://www.sba.gov" }www.sba.gov/hubzone for more information)

HUBZONE EMPOWERMENT CONTRACTING PROGRAM

The HUBZone Empowerment Contracting Program stimulates economic development and creates jobs in urban and rural communities by providing contracting preferences to certain small businesses. Those small businesses must 1) be located in a HUBZone, 2) be owned and controlled by US citizens, 3) must have its principal offices located in a HUBZone, and 4) must certify that not less than 35% of its employees are residents of the HUBZone. The Lewiston EC (census tracts 201 and 204) currently qualifies as a HUBZone. However, SBA bases HUBZONE determinations on HUD low-income housing data, and therefore the HUBZone (but not EC area) may change in 2002 as a result of the 2000 census data.

Qualifying firms will have the opportunity to negotiate sole source contracts, and participate in restricted competition limited to HUBZone firms; they will be allowed a 10% price evaluation preference in full and open competition. The Small Business reauthorization Act of 1997 increased the overall government-wide procurement goal for small business from 20% to 23%. The law sets the goal for HUBZone contracts as follows: 1999 - 1%; 2000 - 1 ½%; 2001 - 2%; 2002 - 2 ½%; 2003 and each year thereafter - 3%. This program now applies to procurements of all federal agencies. Local SBA contact for this program: Nancy Moran, SBA District Office, { HYPERLINK "mailto:nancy.moran@sba.gov" }nancy.moran@sba.gov or (207) 622-8368, x 104 (primary contact) or Sean Crean, { HYPERLINK "mailto:sean.crean@sba.gov" }sean.crean@sba.gov or (207) 622-8368, x 113.


