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INFORMATION ON THE
NEW FEDERAL HIRE ACT!

THE FEDERAL HIRE ACT (Hiring Incentives to Restore Employment) WAS SIGNED INTO LAW BY
PRESIDENT OBAMA ON 3/18/10, THE PURPOSE OF WHICH IS TO STIMULATE THE HIRING OF
NEW PERSONNEL. THE ACT PROVIDES INCENTIVES TO EMPLOYERS IN TWO WAYS:

6.2% Social Security Exemption on New Hires

This exemption applies to new employees hired after 2/3/10 and before 1/1/11, affecting wages
paid after 3/18/10 and before 1/1/11. The employees must not have worked more than 40 hours
in the 60 days preceding the commencement of employment with you, the new employer; and
the newly hired employee must sign a form W-11 to that effect. Employees that do not qualify
for the credit include relatives and employees that were hired to replace terminated employees,
unless the terminated employee voluntarily left their position or was terminated for cause.

The act allows employers to receive an exemption on the employer portion of the Social
Security portion of FICA taxes, that is to say 6.2% of FICA taxable wages up to the 2010 wage
base of $106,800. That means that each new, qualified employee can earn an exemption for the
hiring employer of up to $6,622 per newly hired employee in 2010.

The deduction allowed by this exemption will be handled similarly to the way the COBRA
reimbursement is being handled. In other words, you, the employer, will not have to wait for a
refund weeks off into the future. 701 will be able to credit these funds back to you immediately
upon processing your payroll. Once the employer identifies which newly hired employees qualify
for the FICA exemption, an JOI Customer Service Representative will show you how to setup
these qualified employees to automatically capture the exemption. In addition, the Rep can
share how /OIPay can assist with the administrative and compliance requirements of the HIRE Act.

New Hire Retention Credit

The new Hire Retention Credit is an incentive available to employers if they retain their qualifying
employees for at least a 52 consecutive week period. This is a general business credit to encourage
retention of your newly hired employees. In addition to the 52 consecutive week rule, wages for
the second 26 week period must be at least 80% of the first 26 week period. A credit up to $1,000
(lesser of $1,000 or 6.2% of FIT wages) is allowed on your corporate income tax return for the 2011
tax year for each qualified employee that meets the requirements.
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/ FAQ’s

The following is a list of frequently asked questions from the IRS website about the HIRE Act and how it affects your business:

Q: What is the payroll tax exemption?

A: The payroll tax exemption is an exemption from the employer’s 6.2 percent share of social secu-
rity tax on all wages paid to qualified employees from March 19, 2010 (the day after the date of
enactment of the HIRE Act) through December 31, 2010. The employee’s 6.2 percent share of social
security tax and the employer and employee’s shares of Medicare tax still apply to all wages.

Q: Which employers qualify for the payroll tax exemption?

A: Taxable businesses and tax-exempt organizations qualify for the payroll tax exemption. Such
employers in U.S. possessions, such as Puerto Rico or the Northern Mariana Islands, that are subject
to social security tax also qualify for the payroll tax exemption. Federal, State or local government
employers generally do not qualify for the payroll tax exemption. However, public colleges and uni-
versities can qualify for the exemption.

Q: Does the payroll tax exemption apply to household employers?

A: No. The payroll tax exemption applies only to wages paid to a qualified employee performing
services in the employer’s trade or business or in activities in furtherance of a tax-exempt organiza-
tion’s exempt purpose.

Q: If an employer starts a new business, does the payroll tax exemption apply to wages paid
to employees hired for the new business?

A: Yes, if they are qualified employees.

Q: If an employee laid off in 2009 has been receiving COBRA premium assistance, for which the
employer has been taking the COBRA premium assistance credit, and the employer rehires the

employee, can the employer take the payroll tax exemption under the HIRE Act for wages paid

to the employee?

A: Yes, if the employee is a qualified employee.

Q: Who are qualified employees?

A: Qualified employees are individuals who begin employment with a qualified employer after
February 3, 2010, and before January 1, 2011, who have been unemployed or employed for less
than 40 hours during the 60-day period ending on the date such employment begins, and who are
not family members of or related in certain other ways to the employer.

IDI Pay ’ Q: Do the qualified employees need to do anything to make it possible for their employer to

claim the payroll tax exemption?
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A: Yes, qualified employees must certify by a signed affidavit, under penalties of perjury, that they
have not been employed for more than 40 hours during the 60-day period ending on the date they
started employment. The IRS plans to issue a model affidavit that can be used for this purpose.
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FAQ’s (cont.,)

The following is a list of frequently asked questions from the IRS website about the HIRE Act and how it affects your business:

Q: Is the 60-day period continuous, and can it span 2009-2010?
A: The 60-day period must be continuous and can span 2009-2010.

Q: Does the payroll tax exemption apply to wages paid to a qualified employee hired to replace
an existing worker whose employment terminated?

A: The payroll tax exemption does not apply to wages paid to an employee who is hired to replace
an existing worker, unless the existing worker terminated employment voluntarily or was terminated
for cause.

Q: Does the payroll tax exemption apply to wages paid to an employee who was previously laid
off and then rehired by the same or a related employer after a 60-day period?

A: Yes, an employer may apply the payroll tax exemption to wages paid to a rehired employee who
is otherwise a qualified employee.

Q: If an employer lays an employee off because of lack of work and later, when work picks up, hires a
new employee, can the payroll tax exemption apply to wages paid to the new employee?

A: Yes, if the new employee is a qualified employee (i.e., was employed for less than 40 hours during
the prior 60 days).

Q: Does the payroll tax exemption apply only if the employer previously laid employees off?
A: No, the payroll tax exemption can apply to wages paid to any qualified employee.

Q: If an employer hires a recent graduate who has been in school for some or all of the 60 days
preceding the start of his employment, does the payroll tax exemption apply to wages paid to
the employee?

A: Yes, if the employee is a qualified employee. It is not necessary that the individual was previously
employed and has lost his or her job to be a qualified employee.

Q: How does the employer claim the payroll tax exemption for wages paid to qualified employees?

A: The payroll tax exemption is claimed on Form 941, Employer’s QUARTERLY Federal Tax Return,
beginning with the second quarter of 2010.

IDI Pa © Q: How does the employer claim the payroll tax exemption for wages paid to qualified employ-
y ees during the period March 19 through March 31, 2010 (the first quarter of 2010)?

Payroll & Employer Services
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Form 941 for the second quarter of 2010.
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FAQ’s (cont.)

The following is a list of frequently asked questions from the IRS website about the HIRE Act and how it affects your business:

Q: Can an employer claim the COBRA premium assistance credit and the payroll tax exemption
for new hires on the same employment tax return?

A: Yes.

Q: What is the new hire retention credit and what does it apply to?

A: This is a general business credit to encourage retention of the new hires. The employer may claim
the credit for each employee who is a qualified employee for purposes of the payroll tax exemption
and who remains an employee for 52 consecutive weeks, provided that the employee’s pay does not
decrease significantly in the second half of the year. The amount of the credit is the lesser of $1,000
or 6.2 percent of wages (as defined for income tax withholding purposes) paid by the employer to
the retained qualified employee during the 52 consecutive week period. The credit cannot be carried
back but may be carried forward.

Q: How will the new hire retention credit be claimed?
A: The new hire retention credit will be claimed on the employer’s 2011 income tax return.

Q: How does application of the payroll tax exemption to wages paid to a qualified employee
affect the availability of the Work Opportunity Tax Credit with respect to that employee?

A: If an employer applies the payroll tax exemption to wages paid to a qualified employee, such
wages paid to the employee during the one-year period beginning with the employee’s hiring date
may not be taken into account for purposes of the Work Opportunity Tax Credit. An employer that
wishes to claim the Work Opportunity Tax Credit with respect to a qualified employee can elect out
of the payroll tax exemption with respect to wages paid to that qualified employee.

The information above is provided solely as a courtesy to alert you to the new Federal HIRE Act and should not be construed as legal advice.
Your legal counsel should be consulted for the particulars of the new Federal HIRE Act and specific facts related to your business.
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Employee Name: File #: Hire Date: 1%t Check Date after 3/18/10: | Signed Affidavit (Y/N)
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25325 Leer Drive Elkhart, IN 46514 888.697.0021 574.262.2800 574.206.0072 [fax] www.ioipay.com
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(April 2010

Department of the Treasury
Internal Revenue Service

Hiring Incentives to Restore Employment (HIRE) Act
Employee Affidavit

» Do not send this form to the IRS. Keep this form for your records.

To be completed by new employee. Affidavit is not valid unless employee signs it.

| certify that | have been unemployed or have not worked for anyone for more than 40 hours during the 60-day period ending on the

date | began employment with this employer.

Your name

Social security number »

First date of employment /

/ Name of employer

Under penalties of perjury, | declare that | have examined this affidavit and, to the best of my knowledge and belief, it is true, correct,

and complete.

Employee's signature »

Date » / /

Instructions to the
Employer

Section references are to the Internal
Revenue Code.

Purpose of Form

Use Form W-11 to confirm that an
employee is a qualified employee under
the HIRE Act. You can use another
similar statement if it contains the
information above and the employee
signs it under penalties of perjury.

Only employees who meet all the
requirements of a qualified employee
may complete this affidavit or similar
statement. You cannot claim the HIRE
Act benefits, including the payroll tax
exemption or the new hire retention
credit, unless the employee completes
and signs this affidavit or similar
statement under penalties of perjury and
is otherwise a qualified employee.

A “qualified employee” is an employee
who:

¢ begins employment with you after
February 3, 2010, and before January 1,
2011;

e certifies by signed affidavit, or similar
statement under penalties of perjury, that
he or she has not been employed for
more than 40 hours during the 60-day
period ending on the date the employee
begins employment with you;

¢ is not employed by you to replace
another employee unless the other
employee separated from employment
voluntarily or for cause (including
downsizing); and

¢ is not related to you. An employee is
related to you if he or she is your child or
a descendent of your child,

your sibling or stepsibling, your parent or
an ancestor of your parent, your
stepparent, your niece or nephew, your
aunt or uncle, or your in-law. An
employee also is related to you if he or
she is related to anyone who owns more
than 50% of your outstanding stock or
capital and profits interest or is your
dependent or a dependent of anyone
who owns more than 50% of your
outstanding stock or capital and profits
interest.

If you are an estate or trust, see
section 51(i)(1) and section 152(d)(2) for
more details.

Do not send this form to the IRS.
A Keep it with your other payroll
alll  and income tax records.

Cat. No. 10744F

Form W-11 (4-2010)
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