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April – May 2010
Jobs Bill Update
Employers are able to claim tax incentives for hiring through 2010.

To qualify for tax incentives:
· Hiring must occur after February 3, 2010 and before January 1, 2011. 

· Individuals hired must have been unemployed for at least 60 days. 

· No credit is available if the individual is hired to replace a person who is terminated,                   "unless such other person is separated from employment voluntarily or for cause." 

· Those individuals must be able to certify "by signed affidavit" and under penalty of                     perjury that they "have not been employed more than 40 hours in the 60-day period                      ending on the date such individual gains such employment." 

If you have qualified employees:
· Download the IRS form W-11 HIRE Act Employee Affidavit. Visit our Web Site www.summitpayonline.com, click on the forms tab, and look under Documents.

· Have your employee(s) sign the affidavit certifying that they have been unemployed                        or have not worked for anyone for more than 40 hours during the 60-day period ending                    on the date they began employment with your company. 
· Fax the affidavit to us (714) 738-6030  or 
· Email the affidavit to us support@summitpayonline.com 
· You may call us (714) 515-1900 with any questions you may have. 

Once we receive your affidavit(s):

· We will flag the employee(s) as HIRE Act eligible.

· Any employer FICA tax you paid on eligible HIRE Act employees before our programs                      are updated will appear on your 2nd quarter 941 form as an overpayment with a request                      for refund. 

· In May 2010, once our programming is complete your regular payroll tax deposits will                      be reduced by the employer FICA tax on your eligible HIRE Act employees.
Note: We are waiting for the IRS to release the final revisions to the 941 form before we                                                                                                    can complete programming. We project the revised 941 form will be released in May.                           

Caution to employers:

· Be sure you meet the qualifications.                                                       

· Be sure your employee understands they are signing a legal document under                           penalties of perjury.                  . 

· Keep the signed affidavit(s) in your files. Employers should maintain these                                   forms for 5 years.  
· Summit Payroll does not maintain any copies of employee affidavits.
 The Bottom Line:
Don’t miss out. If you hire eligible employees--- take advantage of the tax savings!  
You only need to tell us you have a signed affidavit. Summit Payroll is ready to help our clients take full advantage of this tax credit opportunity.
Payroll Tax Exemption and Qualified Employers 

 What is the payroll tax exemption?  The payroll tax exemption is an exemption from the employer’s 6.2 percent share of social security 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.

Which employers qualify for the payroll tax exemption?  Taxable businesses and tax-exempt organizations qualify for the payroll tax exemption. 

Does the payroll tax exemption apply to household employers?  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 organization’s exempt purpose.

If an employer starts a new business, does the payroll tax exemption apply to wages paid to employees hired for the new business?  Yes, if they are qualified employees.


 Qualified Employees 

Who are qualified employees?  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.

Do the qualified employees need to do anything to make it possible for their employer to claim the payroll tax exemption? 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. 

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

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

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

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?  Yes, if the new employee is a qualified employee. 

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

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?  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.

Claiming the Payroll Exemption 

How does the employer claim the payroll tax exemption for wages paid to qualified employees? The payroll tax exemption is claimed on Form 941, Employer's Quarterly Federal Tax Return, beginning with the second quarter of 2010.

How does the employer claim the payroll tax exemption for wages paid to qualified employees during the period March 19 through March 31, 2010 (the first quarter of 2010)?  The payroll tax exemption for wages paid during this period will be claimed on the employer's Form 941 for the second quarter of 2010.
