Legal Affairs

Tax Benefits for Hiring
Unemployed Veterans
n 17 February 2009,
President Obama signed
into law The American
Recovery and Reinvestment Tax Act of 2009
(the “Act”). Among its
many provisions, Section 1221 of the Act
amends and supplements Section 51 of the
Internal Revenue Code (IRC) to create
additional incentives to hire an unemployed
veteran in 2009 and 2010. The Act is
designed to combat the growing unemployment rate for veterans who have served in
Iraq and/or Afghanistan (11.2% for veterans age 18 and older compared to 8.8%
rate for nonveterans in the same age
group).
Effective for 2009 and 2010, the Act
includes an unemployed veteran as a member
of one of the targeted groups for purposes
of eligibility for the Work Opportunity
Tax Credit (WOTC). For def inition
purposes, an “unemployed veteran” is an
individual who (1) has been discharged or
released from active duty in the Armed
Forces at any time during the five-year
period ending on the hiring date (the day
the veteran is hired by the employer),
and (2) is in receipt of unemployment
compensation (under State or Federal law)
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for not less than four weeks during the
one-year period ending on the hiring date.
Amount of the Credit:
The credit equals 40% (if the veteran
performs at least 400 hours of service to
the employer) or 25% (if the veteran
performs between 120 and 399 hours of
service to the employer) of the first $6,000
in wages (up to a maximum credit per
employee of $2,400) paid to the newly
hired veteran. An employer may make the
WOTC election at any time during the
three (3) year period prescribed by law for
filing (without regard to extensions) the
federal income tax return.
Eligibility and Restrictions:
The U.S. Employment Service will
notify an eligible employer of their
availability for the WOTC. The WOTC
will not be available to an employer if the
employee had been previously employed
by the employer at any time. However, a
successor employer will be entitled to the
WOTC to the same extent as if they were
paid by the predecessor employer.
The credit is available to an employer once
the veteran has completed at least 120 hours
or 90 days of service. The tax credit can be
claimed by an employer on IRS Form 5884
(Work Opportunity Credit).
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existing account balance among the
TSP funds (there are some limits to the
frequency allowed and more information
is available at http://www.tsp.gov/uniserv/
features/chapter10.html).
The recent performance of the funds
have, in some cases, mirrored the expected
performance of recent market fluctuations.
The two exceptions are the “F” fund
(+5.37%) and the “G” fund (+3.38%) over
the last 12 months. The TSP can provide
you with a supplemental source of
retirement income in addition to your
uniformed services retired pay. Your

contributions and earnings are yours to
keep, even if you separate from the
uniformed services before retirement.
(Note: If you leave the uniformed
services and enter the Federal civilian
service, you will be able to continue
contributing to the TSP; you can also
combine your uniformed services account
with your civilian account).
Complete information on TSP and
answers to any more detailed questions
may be found at http://www.tsp.gov/uniserv/
features/index.html.

NRA NEWS/JULY 2009

25

