
 

 

 

Hiring Incentives to Restore Employment (HIRE) Act 
New Hire and Retention Credits  

As of April 30, 2010 
 
 
The Hiring Incentives to Restore Employment (HIRE) Act signed by President Obama on March 18 created two 
new tax benefits designed to encourage employers to hire and retain new workers. 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 on wages paid to these workers after March 18

th
.  Businesses may also claim a new hire retention 

credit of up to $1,000 per qualifying employee.  
 
The new law requires that employers get a statement from each eligible new hire that he or she was unemployed 
during the 60 days before beginning work or, alternatively, worked fewer than a total of 40 hours for anyone 
during the 60-day period. Employers can have the employee sign the newly created Form W-11(attached) to meet 
this requirement.  
 
The 6.2% incentive effectively exempts the employer from the employer’s share of FICA tax on the qualifying 
employees through December 31, 2010. The employer is still responsible for withholding and submitting the 
employee’s portion of the FICA tax. 
 
New hires filling existing positions also qualify but only if the workers they are replacing left voluntarily or for 
cause. Family members and other relatives do not qualify for either of these tax incentives.  
 
Form 941, Employer’s Quarterly Federal Tax Return, will be used to claim the payroll tax exemption for eligible 
new hires. The revised form will be available for use beginning with the second calendar quarter of 2010. 
Qualifying wages paid during the first quarter after March 18

th
 to those qualifying workers will also be reported on 

the second quarter 941 in order to receive the credit for March.  
 
The second incentive, a new hire retention credit, is available up to an amount of $1,000 per each unemployed 
worker retained for at least one year. The credit is equal to the lesser of $1,000 or 6.2% of the total wages paid to 
the employee during the 52 consecutive week period of employment. This credit can be claimed on the 
employer’s 2011 tax return.  
 
This information has been provided as a general overview of the new tax law and does not address every detail in 
the HIRE Act. Please feel free to contact us if you have any questions regarding this new law or have already 
hired or are considering hiring employees so we can assist in meeting and documenting the requirements 
necessary to receive these credits.    
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