* % * SPECIAL ALERT * * *

TO: All Employers
FROM: Swanson Hinsch & Co. Chartered CPA’s
DATE: April 22, 2010

SUBJECT: Payroll Tax Holiday and Retention $1,000 Tax Credit

On March 18, 2010, the President signed the “Hiring Incentives to Restore Employment Act of 2010” (HIRE Act). Below is
an overview of the HIRE Act, focusing on two new hiring incentives: a payroll tax holiday and an up-to-$1,000 retention
tax credit for businesses that hire unemployed workers.

The new law exempts most employers from having to pay the employer's 6.2% share of the Social Security payroll tax on
a newly hired worker who had been unemployed for at least 60 days. The employee must begin employment after
February 3, 2010 and before January 1, 2011, and the exemption is for wages paid March 19, 2010 through the
end of 2010. This payroll tax holiday will impact the second, third, fourth quarter and year-end payroll reports for 2010.

The second incentive is an additional non-refundable tax credit of up to $1,000 for any qualifying worker hired under this
initiative. The employer must keep the worker on payroll for 52 continuous weeks to be eligible for the tax credit, which
is to be taken on their 2011 income tax return only after the 52-week threshold is reached. In order to be eligible, the
employee's pay in the second 26-week period must be at least 80% of the pay in the first 26-week period.

Here are some additional features of the new hiring incentives:

e There is no minimum weekly number of hours that the new employee must work for the employer to be
eligible, and there is no maximum on the dollar amount of payroll taxes per employer that may be forgiven.

e An employer can't claim the new tax breaks for hiring family members.

e A worker who replaces another employee who performed the same job for the employer is not eligible for the
benefit, unless the prior employee left the job voluntarily or for cause.

e An employer can use the credit on qualified employees who were previously laid off due to lack of work and
rehired by the same employer.

e The tax benefit of the new incentive is immediate. It puts money into a business' cash flow immediately, since
the tax is simply not collected in the first place.

e The incentive is applied against the tax imposed on the employer for the second calendar quarter of 2010.

e The credit for retaining qualifying new hires is the lesser of $1,000 or 6.2% of the wages paid by the taxpayer to
the retained worker during the 52-consecutive-week period.

e Numerous payroll reporting forms will be impacted by this new law including 941, W-2 & W-3’s.

For the hiring to qualify, the new hire must sign an affidavit, under penalties of perjury, stating that he or she has not been
employed for more than 40 hours during the 60-day period ending on the date the employment begins. See the
enclosed IRS form W-11, “Hiring Incentives to Restore Employment (HIRE) Act Employee Affidavit”. The employer will
need to keep careful records with respect to each employee to prove it can utilize the incentives.

Please forward copies of completed W-11’s to our office and alert us to qualifying wage amounts based on
payroll check dates.

If you would like more details about these provisions or any other aspect of the new law, please do not hesitate to call.
Thank you.
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