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HIRE Act Guide for QuickBooks

The Hiring Incentives to Restore Employment (HIRE) Act offers employers tax incentives
for hiring unemployed workers and for retaining them for at least one year.

Under this act, an employer is exempt from paying the employer portion of 2010 Social
Security taxes on wages paid to qualified employees between March 19 and December
31, 2010.

Who qualifies for the HIRE Act exemption?
An employee is qualified under the HIRE Act exemption if he or she:

Started working for you after February 3, 2010, and before January 1, 2011.

Is not employed by you to replace another employee, unless the other employee
left voluntarily or for cause.

Is not a family member or relative.

Has signed IRS Form W-11 (or similar statement) certifying, under penalties of
perjury, that he or she has not been employed for more than 40 hours during the
60-day period before starting to work for you.

Any employer other than the United States, a state, or a local government or a
household employer qualifies for the HIRE Act exemption. Qualified employers include
tax-exempt organizations and public institutions of higher education.

If you are uncertain whether your business or your employee qualifies for the HIRE Act
exemption, check the IRS web site.
Beginning May 13, 2010 (payroll update 21011), QuickBooks (2007 and later)
supports the payroll tax exemption provision of the HIRE Act.
What do I need to do in QuickBooks?

1. Be sure you've downloaded the latest Payroll Update (21011 or later).

2. Confirm your qualified employees by getting a signed Form W-11 (or similar
affidavit) from each of them.

Designate qualified employees in QuickBooks.

4. Make any necessary liability adjustments.

File your employment tax returns.

Assisted Payroll users can skip this step since the Assisted Payroll service files
your employment tax returns for you.

Frequently Asked Questions
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Download the latest Payroll Update

In order to designate qualified employees for the payroll tax exemption provision of the
HIRE Act in QuickBooks (2007 or later), you need to have downloaded the latest payroll
tax table updates (21011 or later).

To do this task:
1. From the Employees menu in QuickBooks, choose Get Payroll Updates.

‘ou are using kax table versiu:un: ’ Payroll Update Info ]

‘fou are using payroll version: 04121035

You musk update before: 06/20/2010 [ Update ]

) Download only changes and additions ko currently installed pavrall files,

(%) Download ertire payroll update.,

Subscription MNumber: 0005764762 [ P
Subscription Skatus: Ackive —

Federal EIN: 00-2559596

Close |

2. Check the tax table version you are using. If it is lower than 21011, select
Download entire payroll update and click Update.

Back to top
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Get sighed Forms W-11

Before you can designate an employee as qualified for the HIRE Act exemption, you
must receive an affidavit from the employee certifying, under penalties of perjury, that
he or she has not been employed for more than 40 hours during the 60-day period
before starting to work for you.

You can use IRS Form W-11 for this purpose (click the link to download the form from
the IRS web site), or you can use another similar statement as long as it contains the
same information as Form W-11 and the employee signs it under penalties of perjury.

You do not send the Forms W-11 to the IRS, but you must keep them along with your
other payroll and income tax records.

Back to top
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Designate qualified employees in QuickBooks

As soon as you have installed the 21011 tax table update and have a signed Form W-11
(or similar statement), you can designate employees as qualified for the HIRE Act
exemption in QuickBooks.

Once you designate an employee as qualified, QuickBooks stops creating a liability for
the employer portion of the Social Security tax (the Social Security Company payroll
item) on subsequent paychecks through December 31, 2010. (See Make Liability
Adjustments for information on how to handle the Social Security taxes for paychecks to
qualified employees dated March 19 through the date you designate the employee as
qualified in QuickBooks.)

To do this task:

1. From the Employees menu, choose Payroll Setup.

2. On the left panel of the Payroll Setup window, select Employee Setup and then
Employee List.

QuickBooks
Payroll Setup Review your Employee list

+/ 1 Introduction

v’ 2 Company Setup

+/ 3 Employee Setup
=p Employee List

* Employee 5 ocial Secunty Summary
Dan T. Miller 333-44-5555
Elizabeth M, Mason  S69-87-1234
Gregg 0. Schneider  444-55-6866

4 Taxes
5 Year-to-Date Payrolls
6 Finishing Up

Add Mew. .. Edit... Delete | Summary. . . |

Finish Later |

3. If you are setting up a new employee in QuickBooks, click Add New. If you have
already set up the employee in QuickBooks, select the employee from the list and
click Edit.

4. Add or edit information in each window in the Payroll Setup interview as necessary,
clicking Next when you are ready to move to the next window.

5. On the window for entering federal tax information, click the drop-down arrow next
to the HIRE Act Exemption box, and select Qualified employee.
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Employes Dan T, Millar ﬂ

Enter federal tax information for Dan T. Miller

Filing Status [arried | Explain
Allowances k4 E:xplain

Extra wWithhalding 0,00 Explain

Monresident Alien Withholding IDDes nat apply j Explain
HIRE &ct Exemptian INot a qualified employee = Explain
withholdings and Credits: Mat & qualified emplayee

Muost emplovees' wages are subj Qualified emplovee ost employvees are not eligible for the
Advance Earned Income Credit, IRCorrectly changing the selections below will cause vour kaxes to be caloulated
incorrectly, resulking in penalties; be sure to check with wour Eax agency or accounkant if you are unsure,

¥ subject to Medicare  Explain

¥ Subject to Social Security  Explain
¥ Subject to Federal Unermployvrnent

¥ Subject to Advance Earned Income Credit Explain

Cancel | < Previous | Nexk = I

Note: You cannot take both the HIRE Act payroll tax exemption and the Work
Opportunity Tax Credit (WOTC) for a qualified employee. Therefore, if you
prefer to take the WOTC for a qualified employee, select Not a qualified
employee instead.

6. Click Next to move through the remaining windows until you can click Finish to
complete the Employee Setup step.

Repeat these steps for each qualified employee.

Click Finish Later in the left panel of the Payroll Setup window when you are
finished designating qualified employees.

When you choose Qualified employee to claim the payroll tax exemption for an
employee, QuickBooks (2008 and later) verifies that the Hire Date you have entered for
the employee is between February 4 and December 31, 2010. (Note that date validation
does not occur in QuickBooks 2007.)

Paychecks you create after designating the employee as a Qualified employee and
dated April 1 through December 31, 2010, do not create a liability for the employer
portion of the Social Security tax (the Social Security Company payroll item).

The maximum tax break to you for each employee is $6,621.60, or 6.2% of the total
wages you pay the employee in 2010, up to the $106,800 Social Security wage cap. This
payroll tax exemption has no effect on the employee's future Social Security benefits,
and you still need to withhold the employee’s 6.2% share of Social Security taxes, as
well as income taxes. The employer and employee shares of Medicare taxes also still
apply to these wages.

Back to top
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Make Liability Adjustments

Since QuickBooks only stops creating a liability for the employer portion of the Social
Security tax (the Social Security Company payroll item) on paychecks after you
designate an employee as qualified, you need to take the appropriate additional actions
described in this section to recognize the tax exemption for paychecks you created
between March 19 (the day after the enactment of the HIRE Act) and the date you
designate the employee in QuickBooks.

For Basic, Standard, and Enhanced Payroll users:

e If you paid qualified employees between March 19 and March 31, 2010, the
IRS specifies that you claim the payroll tax exemption for wages paid during this
period when you file your 2" quarter Form 941 (or Form 943 or Form 944, for
annual filers).

¢ If you paid qualified employees between April 1 and the date you designated
the employee as qualified in QuickBooks, you must make liability adjustments
for each paycheck for each qualified employee following the steps in this section.

For Assisted Payroll users:

e If you paid qualified employees between March 19 and the date you
designated the employee as qualified in QuickBooks, you must make liability
adjustments for each paycheck for each qualified employee following the steps in
this section.

When you have run your Payroll Item Detail report and are ready to make your
liability adjustments, you must call an Assisted Payroll agent (as described in this
section), and you should plan to remain on the phone with the agent until you
have completed the adjustments.

To do this task:
Run a report showing your payroll liabilities

Note: These steps walk you through creating a modified Payroll Item Detail report,
which we recommend. Assisted Payroll users must create this report. Basic,
Standard, or Enhanced Payroll users can create any report that provides them
with the information they will need to adjust payroll tax liabilities.

1. Be sure your payroll is current, and if you are an Assisted Payroll user, be sure you
have sent all outstanding payrolls to the Assisted Payroll service for processing.

2. From the Reports menu, choose Employees & Payroll > Payroll Item Detail.
Click the Modify Report button.
On the Display tab:

e Set the date range. (For Basic, Standard, and Enhanced Payroll, use April 1,
2010, to the current date; for Assisted Payroll use March 19, 2010, to the current
date.)

e Click the Total by drop-down arrow, and choose Employee.
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Modify Report: Payroll ltem Detail

Display l Filters Header /Footer Fonks & Mumbers

Report Date Range

Dates | This Calendar Quarter “ | From the First day through the last dav of the current
uarter
| From |04/01/2010 To 0 o

Columns

left margin) A |Tgta| bylEmpIDyee v| |

Trans # =]
S Type " o —| sort by |DeFauIt - |

EnteredLast Madifies

Last modified by i @ Ascending order £
/Date art in : 7

() Descending order &4

«Nurn

adj

PO #

Mame
+Source Narme
lame Address

Mame Streetl Put a check mark next ko each column
Mame Streetz

Narme City | that you want to appear in the repart

g [ Advanced... ” Revert ]

Ok ] [ Cancel ] [ Help l

5. On the Filters tab:

e From the Filter list, select Payroll Item.

¢ C(lick the Payroll Item drop-down arrow, and select Social Security Company.

Modify Report: Payroll Item Detail

| Display - Filters [ Mﬂeallzler,l'Footer. mi:ﬁﬁts.&hlun;bers !

Choose Filker

Current Filker Choices

Filter Payroll Ikem

Filker Set ko
mame E'Mar\i} o |Socia| Security Company * | Sciount g" atccounts
ame Acc.Murm. .. ate ustarm
Online Status [Payrall tem Social Security Company |
Paid Skatus

Paid Through

Payment Mathod —
Payroll Them

Posting Status o,

Remove Selected Filker

Payroll Ikem Filker

Choose the types of payrall items or a specific pavrall
item Frarn the drop-dawn list.

Tell me more, ..

I oK l ’ Cancel ] ’ Help ]

e From the Filter list, select Name.

e Click the Name drop-down arrow, and select Multiple names.
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| Display | Filters [ Header/Footer | Fonts & Mumbers I
Chanse Filkar Current Filker Choices
Filter Mame e Filter Set to
#Account ~ |Multiple e 1 v u Account &l accounts
Arnounk [ 1 [rake Cuskarn
Date = [Mame Multiple names. .. |
Item Payrall Ikem Sacial Security Cormpany
Mema
Mumber
TransactionTyvpe

[ Remove Selected Filker

Mame Filker

Choose the types of names or a specific name from the
drop-down list,

Tell me more. ..
Revert

[ Ok ] [ Cancel ] ’ Help ]

6. From the Select Name window, select the names of the qualified employees (making
sure a check mark appears in front of each name), and click OK.

7. Click OK to close the Modify Report window and display the modified Payroll Item
Detail report.

i1 Payroll Item Detail _[Ofx|
Modify Report. .. Mermnorize. .. | Print... | E-mail » | Export. .. Hide Header Refresh

Dates [Custom | Fram [04f01j2010 B 1o [05714/2010 B Total By [Payrol item detail = | Sart By [Default |
1:29PM Rock Castle Construction
1211513

Payroll Item Detail
April 1 through May 14, 2010

+ Hum + Date +  Source Hame = Payroll kem = Type + Wage Base ¢ Amount +
Social Security Company

] ;10 040202010 Dan T. Miller Socisl Secw...  Paycheck 1,.296.15 -93.96 4
G245 041652010 Dan T. willer Social Secu...  Paycheck 159615 -95.4a7
G465 0453002010 Dan T. Miller Social Secu...  Paycheck 1,596.15 -95 496
559 051452010 Dan T. Willer Zocial Secu...  Paycheck 1,996.15 -95 .96
Total Social Security Company 5,354 .60 -395.85
TOTAL 6,384.60 -395.85

8. Click the Print button to print the report.

Assisted users only: Call an Assisted Payroll agent

9. If you have the Assisted Payroll service, call 888.712.9702 when you are ready to
make your liability adjustments and have time to stay on the phone with the
Assisted Payroll agent until you have completed these steps.

If you have Basic, Standard, or Enhanced Payroll, continue at step 10.

Make appropriate liability adjustments

You need to make a liability adjustment for each paycheck you created for each qualified
employee for the Social Security Company tax amount.
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10. From the Employees menu, choose Payroll Taxes and Liabilities > Adjust
Payroll Liabilities.

11.1In the Date field, enter the date of the paycheck you are adjusting.

Tip: Start with the earliest date and make the liability adjustments for all qualified

employees for that date before proceeding to the next date.

Note: For Basic, Standard, and Enhanced Payroll only—Since adjustments to

prior liabilities can reduce a current liability payment, we recommend that if
you have not made your April deposit of taxes to the IRS you should make

the liability adjustments for April first, pay your April liabilities, and then
make the remaining liability adjustments for May.

12.Be sure the Effective Date field is the same date as the Date field.

13. Select Employee, click the drop-down arrow, and select the qualified employee.

¥ Sample Rock Castle Construction - QuickBooks: Premier Accountant Edition 2010 - [Liability Adjus! - |EI|£|
i File Edit Wew Lists Favorites Accountant Company Customers Wendors Employees Banking Reparts  Online Services  Window  Help - |E'|£|
@ & & & & B B = ® @ =
Home | Company Snapshot  Customer Center  Yendor Center  Employee Center | Doc Center Repork Center  Statement Writer App Center | User Licenses  Live Comm
Mext Adjustment
Prew Adjustment
Effective Date [n4/0z/z010 B
Adjustment is For:
= Company l(:' Employee IDan T. Miller = l Class =
0K
Taxes and Liabilities
- Cancel
Item Marme Amount Wage Base Income Subject To Tax Mema
Social Security Company -95.96 0,00 0,00 {Hire: Act exemption ] el Accounts Affecked... |
~ by - e b R td b, 3 - .
Lo gt g S ~—-~~.._._\.‘_ N ' I AR S, S LT \___‘ - st Y o W a |
o

14.1n the Item Name column, click the drop-down arrow, and select Social Security
Company.

15.1In the Amount column, enter the amount of the Social Security Company tax paid
(from the modified Payroll Detail Item report) as a negative number.

16.In the Memo column, enter HIRE Act exemption (or a similar note) to explain the
adjustment.

17.Click the Next Adjustment button to make the next liability adjustment, or click OK

if you have made all the necessary liability adjustments.

Rerun the report showing your payroll liabilities
18. Repeat steps 2 through 8 to create a new modified Payroll Item Detail report.

19. Check to be sure that each Social Security Company item has an offsetting liability
adjustment in a matching amount.
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- Sample Rock Castle Construction - QuickBooks: Premier Accountant Edition 2010 - [Payroll Ikem _|EI|£|
_@File Edit View Lists Favorites Accountant Company Customers Vendors Employess Banking Reports  Online Services  \Window  Help _|E|£|

® & & = & B & * @

Home Company Snapshot  Customer Center  Wendor Center  Employvee Center Doc Center  Report Center  Stakement Mriter  App Center User Licenses

Modify Report. .. | Memarize. .. | Print. .. | E-mail * | Export... I Hide Header | Refresh |
Dates [Custom | From [o4g01z010 B 1o [0s714/2010 BB Tokal By [Payrol item detail | Sort By [Default |
1:3TPM Rock Castle Construction
DHE -
121513 Payroll tem Detail
April 1 through May 14, 2010
+ Hum = Date + Source Hame + Payroll kem < Type + Wage Base + Amount 4
Social Security Company
BOS 040272010 Dan T. Miller Social Secu... Pavcheck 159615 -958.96
04022010 Dan T. Miller Social Secu...  Liskity Adjust 0.00 93.96
625 0462010 Dian T. Miller Social Secu...  Paycheck 1559615 -95.96
» 0411672010 Dan T. hiller Social Secu...  Liakilty Adjust .00 9396 M
G46 04,/30/2010 Dan T. Miller Social Secu...  Paycheck 159615 -95.96
0453072010 Dan T. Miller Social Secu...  Liakilty Adjust .00 95.96
E59 0sM 472010 Dian T. Miller Social Secu...  Paycheck 159615 -85 .95
0sM 452010 Dian T. Miller Social Secu...  Liakilty Adjust 0.00 95.96
Total Social Security Campany 5,354 60 0.0a
TOTAL 6,384.60 .00
Back to top
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File Employment Tax Returns

The IRS is changing Form 941 beginning with the 2"? quarter 2010 filing, as well as the
annual Form 943 and Form 944. The revised forms will allow you to report any exempt
wages that you paid on behalf of qualified employees beginning March 19, 2010. If you
have overpaid the employer portion of Social Security taxes for the filing period, you can
use the revised forms to request a refund. These forms will also require you to provide
information about the number of qualified employees for whom you are taking the
payroll tax exemption.

Assisted Payroll users: You can ignore this section. The Assisted Payroll service
prepares and files employment tax returns for you.

Basic Payroll users: Prepare your employment tax returns by hand, using the payroll
reports to determine your tax liability and HIRE Act exempt wages.

Standard and Enhanced Payroll users (QuickBooks 2008 or later): Check back here
when the payroll update (expected mid-June) supporting the new Form 941 becomes

available. Check back here in mid-December for any updates to the annual Form 943

and Form 944,

QuickBooks 2007 users: Because this version of QuickBooks is being discontinued on
May 31, 2010, QuickBooks 2007 will not support the new employment tax forms (Form
941, Form 943, Form 944). (Your payroll services are valid only when you are using a
supported version of QuickBooks.) For more information, visit us at
www.usepayroll.com/prservicediscon.

Back to top
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Frequently Asked Questions

Q: What if I'm still using QuickBooks 2007?

A:

Because this version of QuickBooks is being discontinued on May 31, 2010,
QuickBooks 2007 will not support the new employment tax forms (Form 941, Form
943, Form 944). In addition, payroll history and data review are not supported for
HIRE Act employees. (Your payroll services are valid only when you are using a
supported version of QuickBooks.) For more information, visit us at
www.usepayroll.com/prservicediscon.

: What happens when I designate an employee as qualified for the HIRE Act

exemption?

When you designate an employee as qualified for the HIRE Act payroll tax
exemption, QuickBooks (2008 and later) verifies that the Hire Date you have entered
for the employee is between February 4 and December 31, 2010. (Note that date
validation does not occur in QuickBooks 2007.)

Paychecks you create after designating the employee as a Qualified employee and
dated April 1 through December 31, 2010, do not create a liability for the
employer portion of the Social Security tax (the Social Security Company payroll
item).

The maximum tax break to you for each employee is $6,621.60, or 6.2% of the total
wages you pay the employee in 2010, up to the $106,800 Social Security wage cap.
This payroll tax exemption has no effect on the employee's future Social Security
benefits, and you still need to withhold the employee’s 6.2% share of Social Security
taxes, as well as income taxes. The employer and employee shares of Medicare taxes
also still apply to these wages.

: Will the 2010 Form W-2 or W-3 be changing because of the HIRE Act payroll

tax exemption?

Yes. The IRS is adding a new code (Code CC) for box 12 so that employers can
report the amount of exempt wages and tips covered by the payroll tax exemption.
The total of wages with code CC will be reported in a new box 12b on Form W-3.
Standard and Enhanced Payroll users (QuickBooks 2008 or later) should refer
back to this guide in mid-December for updated information on Forms W-2 and W-3.

Back to top
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