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The HIRE Act of 2010

(The Hiring Incentives to Restore
Employment Act of 2010)

Understanding the Employer Incentives
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Today’s Objectives

e Discuss the cornerstone of the HIRE Act that will provide
employers with incentives to hire and retain employees.

e Review two key provisions: Social Security Forgiveness

and Business Credit for Retention.

e Review and discuss qualified employers
and employees.

e Discuss how the new payroll exemption
may impact liability, tax deposits, and reporting.

e Review changes to payroll tax returns and reporting.

e Highlight most recent IRS guidelines.
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HIRE Act Overview

The HIRE Act was signed into law on March 18, 2010 with an
overall intent to encourage hiring and help small business owners.

e Social Security Tax Forgiveness

Exempts an qualified employer from paying the
employer portion of social security taxes (6.2%),
up to the social security wage base, for the
remainder of the year on new hires which are
qualified employees who are currently
unemployed.

e Business Credit for Retention
If workers stay on the payroll for at least a year

(52 consecutive weeks), the employer would also § JAMES E
get up to a $S1,000 business tax credit per - ﬁ;‘,gg}g ;

employee.



Social Security Tax Forgiveness:

Qualified Employers
-]
e Must be in a trade or business.

e Tax-exempt organizations qualify.

e Applies to employers in the U.S. District of Columbia, U.S.
territories and possessions including Puerto Rico, and U.S.
Virgin Islands.

e Government entities are excluded except for public
institutions of higher education.

e May elect not to take the social security employer tax credit.
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Social Security Tax Forgiveness

e The 6.2% employer portion of the Social
{\ | Security tax would be exempt for any
qualified individual hired after
February 3, 2010 and before January 1, 2011.

oW

e For wages paid between March 19, 2010 and
December 31, 2010 up to the $106,800 social
security wage base limit.

e There is no limit to the total number of hires
during this period.
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Social Security Tax Forgiveness:

Qualified Individual

e Employed by a qualified employer after February 3, 2010, but before
January 1, 2011.

e Has NOT been employed for more than a total of 40 hours during the
previous 60 days.

e (Can be hired into a new position, or may replace another employee only if the
previous employee separated from employment voluntarily or for cause.

e |s not a family member of the business owner. For non profits, can’t be related
to a fiduciary.

e |s not a household or government employee.

e Must sign an affidavit attesting to the employer that he was not employed for
more than 40 hours over the previous 60 days. New IRS Form W-11, Hiring
Incentives to Restore Employment (HIRE) Act Employee JTAMES
Affidavit, may be used. IMOORE
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Form W-11, Hiring Incentives to
Restore Employment (HIRE) Act

Employee Affidavit

o W-11 | Hiring Incontives to (HIRE) Act

(R, June 201T)
Gopartmant o trg Tragsary

Employee Affldavit

OV . 15482173

Iifeprel Revawe Servcn » Do nat send this famm to the IRS. Kasp this form for your recards.

To b complated by naw smplayes. Affidawit Is not vzlld unless employes signs it.

I cartify that | have: been unemployed or have not worked for anyone for more than 40 hours during the 60-day peried ending on the

date | bagan smployment wih this ampleyer

Your name

Social security numbar b

First data of amploymant ‘

Undar panalties of perjury, | declare that | have exantined this afidavit and, to the best of my knowledgs and balief,
I

and gomplete.

: Narma of amployer

s rue, correct,

[ i ’

Instructions to the
Employer

Saction referances ara to the Internal
Ravenue Code.

Purpose of Forin

Usa Form W-11 1o confirm that an
employee i5 2 qualfied employes under
1he HIRE Act. You can Lisa another
simllar statemant i it conkins the
information sbove and the employes
signs it under penaties of perjury.

Only ampleyaos who mast all the
requiremenis of a qualified employee
may Gomplate this affidavit of similer
stalgment. You cannat claim the HIRE
Actbonsiits, including the payroll tax
xempgtion o the new hire ratention
crediit, unisss The employes somplatas
and signe this affidavit or sillar
staternent urder penalties of perury and
is oiherwise a qualited empioyee.

A "qualified employas® i an smpioyes
ho;

* paging ernplaymart with you after
Fabnuary 3, 2010, and befors January 1,
201%;

« certiles by slaned afildavit, or similar
statamant undsr penatties of perjury, that
he or she has ot leen employed for
mora than 40 hours during the 50-day
perlod ending on ths date the erplayeo
bagins smployment with you;

= I mot gmplayed by yau o raplaca
another amployee unlass the othar
empioyee separated from smplayment
voluniarily or tor causa (including
dawnsiz ng); and

+is not ralatad to you. &n employes is
refated ta you if e or she is your chid or
& dasgendent of your child, your slbiing
or stepsihling, your parent o an
ancestor of your paren, your stepparert,
your niece or nephew, your aunt or
Uncle, o yotur Inelaw. An amiloyee also
Is ralaten o you if he or she s related fo
0 owns mors than 50% of

your outstanding stock or capilal and
prefits intarast oF | your depandent or a
dopendent of anyone who owns more
than 50% of your outstanding stock er
capital and profits Iner

If you ara an estate or trust, see
section 51(i(1) and section 152id)(2} far
more datalls.

Do not send this form to the IRS-
Hesp T wit yaur e payrol
anel breoma tax recors.

Paperwork Reduction Act Nofice. The
Paparwor Reduolion Act of {38
raquiras that whon wo ask.
information we must fiest tall ynu nuv
legal right to ask for the inf
we are asking for It, and how Wby
used. Wo must also tall you what could
happen if we do not raceive t and
wihether your responsa is volurtary,
requirad ta abiain a banafit, or
mandatory under the law, You are riot
required to provida the infarmation
requested on & form thet is subject lo
the Paparwork Raductian Act unless the
form dlsplays a valid OME control

- BOOMS or mcnrds refating to a
for o rstchons st s etaba
as lang as thalr c become
el o s any
Intemal Revenua law. Generally, tax
rélums andl ratun infarmation are
confldartial, as stated In Code section

Our Iagal right to ask for \Mnrmﬁtmn is
Internal Revenue Code section 6001 and
the puTpose of e form e stated in 1hg
instructions. Thls collection of tho
informatien is raquired to abtain certain
lax bensfits.

If you do not ratain this recavd of give
“raudulent informatian, we may have ta
disallow artain exemptions and craciits,
and you also may he charged penaiies
and be sutject 1o criminal prosscution.
This could make lne tax higher or delay
any refund. Interest may alsa bs
Dhargu

ia time needed to complete this form
wll valy dapanding on individyal
circumstances. The estimated averago
fima is:

Recordkesping . . . . 1hr, 25min.
Pregaring the form . . E8min,
Learning about the

lawartheform . . . . . 24mh.

It you have commants regarding the
aceuracy of this time astimate or you
hava suggestions for making this form
simples, we would be happy o hear from
YUl Yous £20 Wrile 16 B Internal
Revenua Sarvica, Tax Praducts
Coordnating Commitias,
SE; i1 Gonalittion
Ave, N, IR-8525, Wash inglen,

20520 Do ot card et
addrass

Plaass kesp this notlee with yoLr
racords. It may halp you f we ask you for
other informatian, If you have any
quastlons about the rules for filing and
glving Infermation. please call ar visit any
Intemial Ravanue Sarvica offica.

Cat Ho. “U744F

Form W-11 {Rev. 620100
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Common Questions Related to Qualified
Individual Determination
-

e No minimum hours worked required.
e Full-time or part-time.

e New hires for a new start-up business may be
eligible.

e Laid off workers rehired after 60 days.
e Seasonal employees.

e High school, college, and graduate students.

e Related to business owner or fiduciary.

e Termination for cause — new guidance 7/23/10.
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Social Security Tax Forgiveness
Potential Impact

e An employer can save up to $6,622 in employer social
security tax for each qualified hire. (5106,800 x 6.2%)

e No limit to the total new hires.
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Social Security Tax Forgiveness

Sample Potential Impact

e Employee start date is March 1, 2010

e Paid S500 weekly. \ ‘\&

S500 x 6.2% =S 31

S31 x 41 weeks = $1,271 potential savings

(starting March 19, not March 15t which wou

44 weeks)
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Tax Liability, Deposits, and Quarterly Filing
]

Receiving the Exemption

e Claim as a credit at the end of the quarter on Form 941 .

e Reduce federal tax liability throughout the quarter.

e Claiming the tax credit begins with second quarter Form 941.

e First quarter qualified exempt wages and credit are reported
on second quarter Form 941.
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Tax Liability, Deposits, and Quarterly Filing

-]
Reporting and Form Modifications

e Form 941 was revised in April 2010 to account for the tax credits
beginning with the second quarter form.

e First quarter wages and credits will also be reported on the second
qguarter form as a separate line item.

e The Schedule B will be impacted, but the form is not being modified.
Liability and deposits will be reduced.

e Forms 944 and 943 are expected to closely mirror Form 941.

e Form W-2 and W-3 being modified to include a new box 12 code of "CC"
to report exempt wages and tips for qualified employees. 3 JANAE S

IMOORE
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Form 941

~n 941 for 2010: Employer's QUARTERLY Federal Tax Return
o

{Rse. Apri 2010y

artment b the Traasury — Internal Ravanus Service

951110
OB No. 1546-0029

Aumber

o (I I A I

Employar

Nama ot your trade name}

]

Tradn name df any)

|

Andress ‘

|

Flarmber Fiost

Sulta o raom number

Report fo
[Gheok o

[ 1: January, February, Mareh

E] 2 Aprll, May, June

[ a: July, August, Septerber

[ #: octaber, Nevembar, December

s Quarter of 2010

ne)

[N

Wagss, 1ins, and pther cempansation

iy
Fead the separate instructions before you completa Form 841
Part 1: Answer these guestions for this guarter.

Incoms tax withheld from wages, tips, and othar compensation

Taxable social security wagss’ .

Taxable social security tips*

Add Golumn 2 line 5a, Calumn 2 line 5b, and Coiumn 2 line 5c

Sate 7 oo E
Type or prnt within the boxes,
1 Number of employees wha received wages, 1ips, or other compansation for the pay period
inchuding: Mar. 12 (Quarter 1), June 12 {Quarter 2), Sept. 12 {Quarter 3), or Dec. 12 (Quarter4) 1
2 O —
3 .
If no wages, tips, and other compenaation are subject to social security or Medicare tax [ check and go ta lina 6&.
Cotumn 1 Cohimn 2 “Report wages/ios for this quarter,
Ineluding those paid 1o qualified
L] ®124= = new an fings Sa-5¢.
- The social secuiity fax exemption
.. . % .124= ’_M - on ips will be figured on
! 028 = ‘ fines B¢ and £d and will reduce the
= * Del= = tax on line e,
P ] .
Number of qualified employees first paid exempt wages/tips s quarter See 'Qﬁguﬂféfﬂﬁfzi:ﬂﬂi"s of
Number of quakified smployees paid sxempt wages/tips this guarter exempt wages/lips.

Sa
5
§c  Taxable Medicare wages 3 tips* ‘
5d
Ga
Bb

6¢  Exempt wages/tips paid to qualified

Be Total taxes befora adjustments (line 3 + line 5d - line &d = fina Ge) .

7a  Current quarter's adjustment for fractions of cents .

7b  Current quarter's adjustmeant for sick pay .

7c  Current quarter's adjustments for tips and graup-term [ife insurance

8  Total taxss after adjustments. Combine |ines 6e through 7c .

3 Advance eamed income credit {EIC) payments mads to eimployess

10 Total taxes after adjustment for advance EIC (line 8 - line 9 = line 10)

11 Total deposits, il

ing prior quarter

{sas il

12a COBRA premium

121> Number of individuals provided GOBRA premium

12¢  Number of qualified employaas paid axempt wages/tips March 19-31

thi qarer - Jeoem e . ]

W . ]
Ta S ]

Complete llnes 12¢, 12d, and 12e
orly for the 2nd quarter of 2010,

12d  Exempt
13 Addlines 11, 12a, and 128

14  Balance due. If ine 10 s mora than ling 13, emer the difference and see Mstruotions

paid to qualified

March 18-31

| «one= 12e] . |

15 Querpayment. If line 13 is mare than line 10, enter the difference [:l Gheck one: [ asolytonestreum. [ Sard aeotura,

> YouMUST camplets both pages of Form 941 and SIGN it

For Privacy Act and Pagerwork Reduction Act Notice, see the back of the Payment Voucher.

cat

Nax: mp-

Ne. 170012 Form 941 {Rev. 4-2010)
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Employer Retention Credit
]
e Employer can claim a credit up to $1,000 for
each new worker retained at least 1 year (52
consecutive weeks)

e Credit = lesser of $S1,000 or 6.2% of
employee’s wages over 52 consecutive weeks

e Nonprofits are not generally eligible for the
credit unless they have UBIT and the credit is
not refundable
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Potential Tax Savings

e Employee start date is March 1, 2010.
e Paid $500 weekly.

Employer's Social Security Calculation Savings
S500 x 6.2% = S 31
S31 x 41 weeks = S1,271 S1,271
Business Tax Calculation Savings
S31 x 52 weeks = S1,612 S1,000
Total Potential Tax Savings §2,271
‘ JJAMESE
FMOOREE
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A Little About IM&Co.

]
e Three offices — Daytona Beach, Gainesville and

Tallahassee, Florida
e 110 people firm-wide

4

e VVoted one of “The Best Companies to Work For’
in Florida by Florida Trend magazine in 2009 and
2010

e Provide accounting, auditing and Information
Systems Consulting services

JAMESE
MOOREE
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e Currently serve over 200 nonprofit
organizations




Questions
I

By Suzanne Forbes, CPA

James Moore & Co., P.L,,
CPAs and Consultants

(386) 257-4100

suzanne@jmco.com

Thank you!
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VistonHR

The HIRE and Health Reform:
What Do They Mean For Your
Organization?



Why are we here ?

e On March 23, 2010 Patient Protection &
Affordable Care Act of 2010 was Signed into Law.

e What does this mean for my business?



Health Reform
Effective today

~

Health
Reform

* High Risk Pools

e Indoor Tanning Tax



High Risk Pools

Established June 23

* Website for Florida is up and running

— WWW.pcip.gov/stateplans.html

— Premiums are listed on the website and will be
due once application is received

e Specifically for People with pre-existing
conditions and are currently uninsurable
— Must have been uninsured for 6 months or more



'_E PCIP.gov - State Plans - Windows Internet Explorer =

I\..."' U |E‘ PE:;ﬁw‘ﬂrg'55'l:n.r_-"statnilfllans.html M | B | 4:’| X ‘ |b Sing R

File Edit View Favorites Tools Help

"> Favorites > I BizActions Sponsor Cente.. &7 Yahoo! Facebook (& YouTube - VisionHR's Yo...
W =W p e
— 3
|§PCIP.gmr-5tate Plans | | M- v [] = v Page~v Safetyv Tools~ @~

Healtthre,gov | (4) Return to HealthCare.gov

Pre-Existing Condition Insurance Plan

HOME | LEARN MORE | ELIGIBILITY | FIND YOUR STATE | APPLY | Q&A CONTACT US En Espafiol

State Information Select a State

m

Pre-Existing Condition Insurance Plan: Florida

PCIP will cover a broad range of health benefits,
including primary and specialty care, hospital care,
and prescription drugs. All covered benefits are
available for you, beginning on your coverage
effective date, even if it's to treat a pre-existing
condition - there are no waiting periods. . NE oH
The monthly premiums for your state are: ur L N o

\Age [00-34 |35.44 |45.54 | 55+ KS Mo - VA
| [5363 [$435 [$556 [$773 ™ Ne

In addition to your monthly premium, you will pay AZ NM AR 5C

other costs. Covered in-network semvices are subject AL GA

to a 52,500 annual deductible (except for preventive

services) before the plan starts to pay benefits.

Once you've met the deductible, you will pay a 525 FL

copayment for doctor visits, 34 to 530 for most

drugs at a retail pharmacy for the first two AK

prescriptions and 50% of the cost of the

prescriptions after that. If you use mail order, you -
1| il | »

&) Internet | Protected Mode: OFf fy v HI0% -
T T
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SEEQE

—

&
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Indoor Tanning Tax

Tanning Tax

e Effective July 15t, 10% excise tax on all
indoor tanning services

* Tanning providers must collect and
remit the tax on the IRS Form 720,
Quarterly Federal Excise Tax Reform

e Qutdoor tanning is still tax free!



Upcoming Changes
Small Business Health Care

Tax Credit

e Eligibility
— Must provide health coverage and cover at least 50% of the

employee only rate (most insurers in our area require that in a
small group arena anyway)

— Must have less than the equivalent of 25 full time workers
— Average annual wages need to be under $50,000

— The IRS has a 3 step process to determine if you meet this
requirement ( See handout )

— Owners and their family members are excluded from this
credit



Small Business Health
Care Tax Credit Example

Foster Care Non-Profit with 9 Employees Gets $18,000 Credit for 2010

First Street Family Services.org:
- Employees : 9
- Wages $198,000 total, or $22,000 per worker
- Employee Health Care Costs: $72,000

2010 Tax Credit : $18,000 (25% Credit)
2014 Tax Credit : $25,200 (35% Credit)

Source www.irs.gov



How Tax-Exempt

Organizations Claim
the Credit

e A revised Form 990-T will be made available
for the 2011 filing season

 Even organizations that owe no tax on

unrelated business income will be able to
claim the credit



Extended Coverage for

Adult Children
Effective Sept 23,2010

— Extended coverage for adult children

e Any adult child can be covered under their parents plan
to age 30 in Florida (Florida is already using that age in
place of the federally mandated 26).

e This begins with new or renewing policies after
September 23, 2010.

 There are tax implications to discuss with your
accountant for children age 27 to age 30.

 Any dependent is adult child is eligible regardless of
marital student residency or financial dependency
status



Additional Changes

Effective Sept. 23, 2010

— Annual and Lifetime Limit Changes

* New or renewing policies after September 23, 2010 will no
longer have lifetime or annual dollar limits on essential
benefits.

— Pre-existing Conditions

e Plan years after September 23, 2010 there can be no pre-
existing limitation on children under the age of 19.

— Insurers can still reject to cover those children outright until 2014



Medical Loss Ratio

e Medical Loss Ratios (MLR)

— What s a loss ratio?

e Asimple definition is the amount of premium taken
in divided by the amount of claims expense incurred

— Health Reform Changes

e Health Insurance Plans must report loss ratios in
2010

e Establish an 85% MLR for large group and 80% for
small groups (100 and below) and individual plans
effective in 2011

e Carriers will have to issue premium rebates if they
fail to meet minimum MLR requirements

— Enactment

e Department of Health and Human Services (DHHS)
and National Association of Insurance
Commissioners (NAIC) will complete guidelines for
calculation standards and rebate calculation for
application in the 2011 plan year.




W — 2 Reporting

— Employers must include the
aggregate cost of employer
sponsored health benefits for
informational purposes only

— This reporting begins for the 2011
tax year.



Over-the-Counter
Restrictions

o Effective 1/1/2011, Over-the-Counter Medication
will no longer qualify, without a physicians
prescription, for reimbursement under the

following.

— Employer sponsored health plans
— HRA’s

— HSA’s

— FSA’s

— MSA’s



List of items that still

qualify without a
Prescription

Band Aids

Brace and supports

Catheters

Contact lens supplies and solutions
Denture adhesives

Diagnostic tests and monitors
Elastic bandages and wraps
First aid supplies

Insulin and diabetic supplies
Ostomy products

Reading glasses

Wheelchairs, walkers, canes



2012 & 2013 - Mandatory
Employer Notifications

Effective Date: 3/23/2012 - Explanation of Coverage

e Employers must provide participants a HHS-approved summary of benefits
and coverage explanation prior to enrollment and/or re-enrollment

Effective Date: 1/1/2013 - FSA Limits

* Annual employee contributions to Flexible Spending Accounts will be
capped at $2,500. This amount will be indexed to the CPI starting in 2014

Effective Date: 3/1/2013 - Employer Notice Requirements

 Employers must provide employees w/ notice concerning the following:
— The existence of the health insurance exchange;
— The potential eligibility for federal assistance



2014 — Most Significant
Changes Take Effect

Effective Date: Plan years beginning on or after 1/1/2014

Guaranteed Issue and Renewal

e Insurers must accept every employer that applies for coverage
in the State where the insurer writes policies for health
coverage and must renew/continue such coverage at the plan

sponsor’s option
Pre-existing Condition Exclusions (Ages 18+)

e Pre-existing condition exclusions prohibited



2014 — Continued

Health Insurance Exchanges

e Virtual marketplace where individuals and eligible employers
may purchase health insurance

 Employers, w/ 100 or less employees may purchase coverage
through an Exchange if they offer it to all f/t employees

Individual Mandate

e All citizens and legal residents required to purchase health
insurance

 Those not in compliance will be subject to a tax penalty of
either a flat dollar amount or % of the income

e There are exceptions



2014 — Continued

Free Choice Vouchers

e Employers that offer health coverage to their employees may
also have to provide “free choice vouchers” for certain
employees that would rather purchase health insurance

through an Exchange

Waiting Periods Restricted

 For employers that have a waiting period for coverage for new
employees, no waiting periods of more than 90 days



2014 — Continued

Coverage of Full-time Employees

e Companies that employ more than 50 eligible employees
must offer affordable coverage to employees who work over
30 hours a week or face a penalty

e Employers of 200+ employees must auto-enroll newly eligible
employees

Employer Penalties

e Large employers who don’t offer coverage will face a penalty
equal to S2K multiplied by the total number of f/t employees,
subtracting 30 from the total number of f/t employees



2014 — Continued

Standards for qualified coverage

Required coverage- Fully insured plans offered must include “essential health
benefits.” Examples include:

e Emergency services

e Hospitalization

e Maternity & newborn care

e Prescription drug coverage

e Lab services

e Ambulatory patient services

e Mental health and substance abuse
e Rehab services

e Pediatric services (including dental and vision care)
e Chronic disease management

e Preventive care & wellness

Cost Sharing - All health plans, individual and group, must meet defined
benefit standards in regards to cost sharing and out-of-pocket expense limits



2018 — Health Reform _ Fully Implemented

“Cadillac Plan” Tax

* 40% excise tax on the value of coverage over $10,200 for individual and
$27,500 for family coverage

e Full premium for employer based health coverage, contributions to FSA’s
and contributions to HSA’s subject to the tax

 Employers must calculate the tax and notify the providers of the share each
is responsible for



Recruiting

Tax Filing

Compliance HR Compliance

VisionH.R.

The Human Resource Experts Payro”
Health Reform ) Il
: . ayro
Tax Credit Peace of Mind Deductions

Cobra Credits Hire Act Tax

Credit
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Questions ????
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Thank You !



