Tax Credits Generate
Savings at Hyatt

FIRSTAdvantage

By Randy Goldberg and

Paige Vesuvio

Published May 2009

0 remain competitive in today’s economy, employers are facing

pressure to cut costs in every part of their businesses. Human
resources departments are no exception. However, talent leaders
can lessen this pressure and potentially avoid deep staff cuts,
outsourcing and furloughs by leveraging employee tax credits to
bring additional revenue to their businesses.

Hyatt Hotels & Resorts, one of the world’s premier hotel companies,
has successfully used tax credits and incentives to demonstrate the
business value of human resources. The company owns, operates,
manages or franchises more than 365 hotels and resorts around the
world. Each hotel hires a majority of its staff from the surrounding
community and is committed to supporting the local environments in
which it does business.

As with any business, Hyatt operates in a competitive environment,
working to acquire and retain properties, hire employees who can
deliver excellent service in support of its brand and simultaneously
run a profitable business. Not only does its tax credit program enable
Hyatt to deliver significant savings to the bottom line, the program
also supports the recruitment and retention of a geographically and
socioeconomically diverse group of individuals.

Hyatt understands that embracing and achieving true diversity and
inclusion among its employees and clients is an ongoing process,
a process with challenges, but also exceptional opportunities for its
business and the growth of its employees. Thus, the organization
demonstrates its commitment by focusing on company-wide plans
such as tax-credit initiatives.

Hyatt carefully screens new hires for tax-credit eligibility and
evaluates properties and locations for available zone and community
tax credits. By doing so, the company has accomplished more than
just monetary savings. It also has established itself as an active,
successful participant in the communities it serves and is recognized
as an employer of choice, as evidenced by the awards it wins every
year from various national and community groups.

Further, the tax-credit program encourages Hyatt to support
community renewal by opening businesses in specific regions and
recruiting individuals who may have otherwise found it difficult to find
employment.

What Are Tax Credits?

Tax credits are a relatively straightforward cost-reduction tactic.
Essentially, employers can earn them for hiring certain groups of

AS SEEN IN...

individuals that have
been designated by
the federal, state or
local government as
tax-eligible groups.
Employees may be
eligible for tax credits depending on their geographical location,
community and individual history.

When employers hire these workers, a certain portion of their salaries
become eligible for government reimbursement, thereby saving
employers money and encouraging them to hire eligible employees
and establish businesses in eligible locations.

“Further, the tax-credit program encourages Hyatt to
support community renewal by opening businesses in
specific regions and recruiting individuals who may have
otherwise found it difficult to find employment.”

Hyatt currently uses the following tax credits to generate savings:

* Work Opportunity Tax Credit: For hiring individuals who face
barriers to employment, such as individuals from the following
groups: former welfare recipients, summer youth employees,
vocational rehabilitation referrals, veterans, ex-felons, food stamp
recipients and residents of certain communities. Credits are available
for qualifying newly hired employees.

* Federal Empowerment Zone Credit: For hiring qualified
employees to work at a business with locations in a Federal
Empowerment Zone.

* Federal Renewal Community Credit: For hiring qualified
employees to work at a business with locations in a designated
renewal community.

* D.C. Enterprise Zone Federal Hiring Credit: For hiring qualified
employees who work within the designated Washington, D.C., zone.
Credits are available for newly hired and incumbent employees
meeting eligibility criteria.

* Employment Area Credit: For any business that is located in
designated Native American employment areas.

There currently are more than 150 employment-related credits
available for organizations to choose from. Each tax credit has
specific eligibility requirements and filing processes.



Generating Savings With Tax Credits

Manual screening of a company’s new hires for tax credits can pose
a significant administrative challenge for hiring managers who may
already be overworked as they struggle to do more with less in the
current economy. That was the case at Hyatt, which employs 40,000
staff in North America. Adding to this challenge is the company’s
annual turnover rate of 27 percent, which, while low for the hospitality
industry, requires the organization to on-board more than 11,000
employees every year.

To qualify newly hired employees for the Work Opportunity Tax
Credit, Hyatt must screen its employees and apply for the credits
within a short 28-day window. To help ensure the company’s new
hires are screened and tax-credit eligible employee applications

are submitted within this slim time frame, Hyatt partnered with

First Advantage, an employment services provider, to develop an
automated solution that would integrate the screening process into its
existing talent acquisition process. Since the program’s inception in
1997, it has been fully integrated into Hyatt’s hiring process.

During the process, candidates for employment apply via the

Hyatt career site. The information they enter feeds directly into
Hyatt’s applicant tracking system. Applications are then reviewed

by employment managers at the hotel site, and candidates are
contacted for interviews. Through the entire process, the hiring
manager has access to all of the candidate’s information, including
tax-credit eligibility, saving time and eliminating redundant data entry.
Once a candidate is selected for employment, the completed forms
are passed to the employment manager to begin processing.

The resulting tax-credit screening system steers Hyatt applicants
through the completion of IRS Form 8850, “Pre-Screening Notice
and Certification Request for the Work Opportunity Credit,” and an
interactive voice response program. Follow-up phone, e-mail and
fax communications also are issued to Hyatt hiring managers and
employees to ensure new employees meet the 28-day, federal Work
Opportunity Tax Credit deadline, and to ensure that all available
federal, state and location-based tax credits are identified. The
system also provides Hyatt talent managers with customized tax-
credit reports.

The automated system has provided Hyatt with convenient and
efficient screening, as well as maximized tax-credit capture.

The system is available 24x7, requires minimal time from hiring
managers, and also asks each employee a dynamic set of tax-credit
questions based on their location of employment, screening for all
applicable federal and state tax credits.

Business Benefits and Beyond

The availability of tax-credit programs, their impact on local
communities and their effect on an organization’s bottom line have
become a core part of Hyatt’s decision-making and operational
processes for recruiting and retaining talent.

Since the implementation of Hyatt’s tax screening process, the
company has increased the percentage of employees who are
screened, as well as earned millions of dollars in employee tax
credits. From 2005 to 2008, the percentage of new employees

who were screened for tax credits increased from 71 percent to 95
percent. The organization’s goal for 2009 is to sustain the 95 percent
tax-credit screening rate.

In terms of actual savings, Hyatt’s tax-credit program screened more
than 16,000 employees and generated $2.8 million in credits during
2007, and $1.1 million in credits in 2008. Since 2003, the program
has generated more than $14 million in savings, which has helped to
position human resources as a strategic business partner within the
organization.

The company’s tax-credit screening and redemption process also
has helped Hyatt win hotel management contracts and build new
businesses in valuable locations. Individual hotel property owners
view the tax-credit program as an added incentive to do business
with Hyatt because they often employ a large percentage of unskilled
workers and, therefore, often have a larger share of credit-eligible
employees. While it is not the only deciding or positive factor in the
employee selection process, success in attaining tax credits certainly
has been well-received by property owners.

Aside from this clear business value, Hyatt’s tax-credit screening
system also provides benefits to its employees and their
communities. The credits are a strong incentive for Hyatt to remain
committed to hiring individuals that would otherwise have a difficult
time finding employment.

The company also has chosen to open hotels in communities that are
eligible for tax credits because they have been designated to promote
community revitalization and encourage business investment.
Opening new hotels in these locations helps to bring jobs, economic
opportunity, tax revenue, training and services to local communities.

Employers that do not screen their employees for tax credits are
missing an important opportunity to generate revenue, which, in
today’s market, is not something many organizations can afford to
do. Today'’s talent acquisition systems can automate the process and
make it easy for employers to screen their employees for tax-credit
eligibility. And beyond the financial benefits, companies that start new
businesses and hire employees based on tax-credit eligibility actually
are supporting corporate social responsibility efforts.

Randy Goldberg is vice president of recruiting for Hyatt Hotels &
Resorts. Paige Vesuvio is vice president for First Advantage, an
employment services provider.
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