
Federal Indian Employment Tax Credits

Receive a Federal Income Tax Credit from 
Business Locations On or Near Reservations

Benefits :
• Reduce operating costs, minimize tax liability and increase      
   earnings per share
• Reduce the administrative burden associated with  
   managing a lucrative tax credit and incentive program
• Improve the receipt, tracking and reporting of your credit  
   and incentive program
• Get all you deserve; Get credit for a job well done – ADP  
   partners with you to maximize all tax credit & incentive  
   opportunities that benefit your company

Do you hire Native Americans or their spouses? The federal
government has instituted a program to provide incentives to
employers who hire employees who meet these criteria. ADP can
tell you if your business qualifies to take advantage of this type
of credit.

THE OPPORTUNITY
A federal income tax credit of up to $4,000 per eligible employee
per year is allowed to employers that hire enrolled members of 
an Indian tribe. The employee must perform substantially all of 
their services within an Indian reservation or former Indian land. 
If the employee is not a registered member of a tribe, but their 
spouse is, that employee will also qualify.

THE CHALLENGE
Ensuring all Federal Indian Employment Credit (IEC) 
opportunities are realized requires close attention to maintaining 
compliance to all statutory requirements, obtaining appropriate 
data, determining eligibility, searching historical data for  
retroactive opportunities as well as running calculations 
correctly. The administrative burden is also increased if there is 
a manual lookup process in place to determine if locations fall 
within the boundaries of the Indian reservation.

HOW THE PROGRAM WORKS
The federal government’s intent in providing the IEC is to 
encourage businesses to hire certain individuals living on or near  
Indian Reservations. In order to take advantage of this lucrative 
opportunity, qualified company locations must be located on 
an Indian Reservation or former Indian lands and employees 
working at the qualified locations must be an enrolled member 
of a tribe.

Qualified wages, for the purposes of the IEC, cannot include
wages attributable to services performed during the one-year
period commencing on the individual’s first day of work if any
portion of the wages is utilized in calculating the Work
Opportunity Tax Credit. An employer must also reduce its
deduction for salaries and wages and health insurance costs
on the annual federal tax return by the amount of the IEC.

The IEC cannot be claimed for an employee who is terminated
sooner than one year after the date of initial employment unless
an employee voluntarily quits, is terminated for misconduct, or
if the otherwise qualified employee becomes disabled.
The credit is claimed on IRS Form 8845, Indian Employment
credit. The IEC is available through tax years beginning
before 2012. Congress has extended the provision several times
already, so it may continue beyond that date.
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THE VALUE
Federal Indian Employment tax credits may be claimed for all
qualified employees each year. The credit is based on fiscal year
wages and may be claimed retroactively and/or carried forward
if it cannot be claimed on current year tax returns.

Only the first $20,000 in wages plus qualified health insurance
costs can be considered. Therefore, total credit per employee
cannot exceed $4,000. Employees earning in excess of $45,000
(less in prior years) per year are not eligible for the credit.

The ADP Solution
ADP has been working with our clients to maximize their IEC
since the program began in 1994. Federal tax law is unique
and complex and the nature of these tax credit programs
requires a full understanding of the law. At ADP, it is our job to
be familiar with the complexities of these programs and the
credit calculations to keep our clients in compliance while
maximizing opportunities.

One of the strongest advantages of partnering with ADP for
your IEC program is our extensive database of qualified 
employees. By simply running your payroll data through the
industry’s largest database, we are able to identify a large
percentage of eligible employees. For further maximization of
the IEC program, we can set up a flexible screening process to
identify employees not in the database.

Our experience, expertise, extensive database, flexible
processes to screen individuals and relationships with large
and small tribes helps you capture more tax savings.
For more information on available tax incentive programs and
a custom Incentive Analysis, visit www.taxcredits.adp.com

Today ADP:

• Serves more than 570,000 clients around 
        the globe
• Pays one in six U.S. workers and 31 million  
        people worldwide
• Electronically moved over one trillion dollars  
        in client tax, direct deposit and related client  
        funds in fiscal 2009
• Is one of only a handful of U.S. industrial  
       companies to be triple-A-rated by both    
       Standard & Poor’s and Moody’s
• Delivers world-class services resulting in  
        over 90% client retention and an average  
        tenure of more than ten years
• Is ranked number one in the Financial  
       Data Services industry category in Fortune  
       magazine’s World’s Most Admired  
       Companies (2010)


