David L. Buterbaugh, P.C.

CERTIFIED PUBLIC ACCOUNTANT
8040 E. Morgan Trail e Suite 15 e Scottsdale, AZ 85258-1211 » 480 905-3640 ¢ FAX 480 905-3642

Dear Client:

The President recently signed into law the "Hiring Incentives to Restore Employment Act of
2010" (the HIRE Act). The centerpiece of this Act is a payroll tax holiday and up-to-$1,000 tax
credit for businesses that hire unemployed workers. In addition to these new hiring incentives,
the HIRE Act also includes a one-year extension of the enhanced small business expensing
option under Code Sec. 179 . Below is a summary of the provisions of the law.

Payroll tax holiday and up-to-$1,000 credit for employers who hire unemployed workers.

The new law exempts any private-sector employer that hires a worker who had been unemployed
for at least 60 days from having to pay the employer's 6.2% share of the Social Security payroil
tax on that employee for the remainder of 2010. A company could save a maximum of $6,621 if
it hired an unemployed worker and paid that worker at least $ 108,800—the maximum amount of
wages subject to Social Security taxes—by the end of the year. As an additional incentive, for
any qualifying worker hired under this initiative that the employer keeps on payroll for a
continuous 52 weeks, the employer is eligible for an additional non-refundable tax credit of up to
$1,000 after the 52-week threshold is reached, to be taken on their 2011 tax return. 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.

Workers hired after the date of introduction of the legislation (Feh. 3, 2010) are eligible for the payroll
tax forgiveness and the retention bonus, but only wages paid after March 18 receive the exemption
for payroll taxes. Some additional features of the new hiring incentive include:

. 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.

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

. For workers that would otherwise be eligible for the Work Opportunity Tax Credit {i.e.,
another type of employment tax credit), the employer must select one benefit or the other
“for 2010. There_ is_no double dipping.

J An employer can’t claim the new tax breaks for hiring family members.

. The benefit doesn’t apply to an employee that replaces another employee,
unless the prior employee left the job voluntarily or for cause.

. For the hiring to qualify, the new hire must sign an affidavit, under penalties of
perjury, stating that he or she hasn't been employed for more than 40 hours during the
60-day period ending on the date the employment begins. '




. The benefit is avaiiable regardless of the amount of wages paid.

* 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.

Extension of enhanced small business expensing.

The new law gives a one-year lease on life to enhanced expensing rules, which allow qualifying
businesses the option to currently deduct the cost of business machinery and equipment, instead
of recovering it via depreciation over a number of years. For tax years beginning in 2010, the
maximum amount that a business may expense is $250,000, and the expensing election
begins to phase out when a business buys more than $800,000 of expensing -eligible assets.
These dollar limits are the same as those that were in effect for 2008 and 2009.

As with all tax law, the devil is in the details. Please call us to determine how this will
specifically affect your business.

Sincerely,

/

David L. Buterbaugh, CPA
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Department of the Treasury
Internal Revenue Service

Employee Affidavit

Hiring Incentives to Restore Employment (HIRE) Act

OMB No. 1546-2173

» 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 mest all the
requirements of a qualified employee
may complete this affidavit or similar
statement. You cannct 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;

* 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 empleyment 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
unclfe, 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 vou are an estate or trust, see
section 51(i)(1) and section 152(d){2) for
more details.

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

Paperwork Reduction Act Notice. The
Paperwork Reduction Act of 1980
requires that when we ask you for
information we must first tell you our
legal right to ask for the information, why
we are asking for it, and how it will be
used. We must also tell you what could
happen if we do not receive it and
whether your response is voluntary,
required to obtain a benefit, or
mandatory under the law. You are not
required to provide the information
requested on a form that Is subject to
the Paperwork Reduction Act unless the
form displays a valid OMB control
number. Books or records relating to a
form or Its instructions must be retained
as long as their contents may become
material in the administration of any
internal Revenue law, Generally, tax
returns and return information are
confidential, as stated in Code section
6103.

Our legal right to ask for information is
Internal Revenue Code section 6001 and
the purpose of the form is stated in the
instructions. This collection of the
information is required to obtain certain
tax benefits.

If you do not retain this record or give
fraudulent information, we may have to
disallow certain exemptions and credlits,
and you also may be charged penalties
and be subject to criminal prosecution.
This could make the tax higher or delay
any refund. Interest may also be
charged.

The time needed to complete this form
will vary depending on individual
circumstances. The estimated average
time is:

Recordkeeping . . 1hr, 25 min,
Preparing the form . 25 min.
Learning about the

law or the form . 24 min.

If you have comments regarding the
accuracy of this time estimate or you
have suggesticns for making this form
simpler, we would be happy to hear from
you. You can write to the Intemal
Revenue Service, Tax Products
Cocordinating Commitiee,
SE:W:.CAR:MP:T:T:SP, 1111 Constitution
Ave. NW, IR-6526, Washington, DC
20224. Do not send the form to this
address.

Please keep this notice with your
records, it may help you if we ask you for
cther information. If you have any
questions about the rules for filing and
giving information, please call or visit any
Internal Revenue Service office.
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