New Hiring Incentives Now Available
On March 18, 2010, President Obama signed into law the Hiring Incentives to Restore Employment Act (HIRE Act) HR 2847.  In essence, this new law allows employers tax incentives for hiring and retaining unemployed workers.
The IRS reports that the law amends the Internal Revenue code for two new employment related tax programs as follows:

(1) Employers who hire unemployed workers this year (after Feb. 3, 2010 and before Jan. 1, 2011) may qualify for a 6.2-percent payroll tax incentive, in effect exempting them from their share of Social Security taxes on wages paid to these workers after March 18, 2010. This exemption applies to for-profit and nonprofit employers, including public institutions of higher education, for social security taxes in 2010 for new employees who are hired within the stated period and who certify that they have not worked more than 40 hours during the last 60 days; and 
(2) allows an increase in the general business tax credit for the retention of such employees for at least one year at specified wage levels.

For example: If a qualified employee is hired in March and receives $50,000 in wages in 2010, the employer saves $3,100 (6.2 percent of $50,000) in Social Security tax. The payroll tax savings does not apply to the 1.45 percent Medicare payroll tax.

The new law defines a “qualified employee” as someone who meets all of these criteria:

· Begins work after February 3, 2010 and before January 1, 2011.

· Has not been employed for more than 40 hours during the previous 60 days (ending on the hire start date).  The IRS is currently developing a form employees can use to make the required statement.
· Was not hired to replace another employee unless the former employee separated from employment voluntarily or for cause. New hires filling existing positions also qualify, but only if the workers they are replacing left voluntarily or for cause. 

· Is not related to the employer and does not own more than 50 percent of the business, either directly or indirectly.

 A qualified employee may be either a full-time employee or a part-time employee. There is no minimum requirement for the hours worked. 

The exemption officially begins with wages paid in the second calendar quarter of 2010. The maximum value for each qualified employee is $6,621. 
Employers entitled to tax relief for the first quarter will be credited against their general Social Security liability for the second quarter.

In addition to the Social security payroll tax forgiveness, an employer can claim a tax credit if it retains a qualified worker for a minimum of 52 consecutive weeks. The credit is equal to the lesser of: $1,000 or 6.2 percent of the employee’s wages paid during the 52-week period. If the employee quits or is fired before the end of the one-year period, no credit is allowed.
The IRS notes that employers may claim the payroll tax benefit on the federal employment tax return they file with the IRS, usually quarterly. Eligible employers will be able to claim the new tax incentive on their revised employment tax form for the second quarter of 2010. Revised forms and further details on these two new tax provisions will be posted on IRS.gov during the next few weeks.
The Act also has several other economic incentives including the extension of the highway trust allowing billions of dollars in infrastructure investment.

The full HIRE Act may be viewed at http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h2847enr.txt.pdf
