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Tax Implications of the HIRE Act 

On March 18, 2010, President Obama signed the
Hiring Incentives to Restore Employment (HIRE)
Act (the “Act”) into law. The Act encourages com-
panies to hire (and retain) unemployed workers
through various tax incentives, such as employer
payroll tax relief for hiring unemployed workers in
2010 and a tax credit for retaining 2010 new hires
for at least one year. Additionally, the Act extends
expensing thresholds for 2010 and permits certain
bond issuers to elect direct payment in lieu of tax
credits to the bondholders. The following discus-
sion summarizes the Act’s various incentive provi-
sions in further detail. 

Payroll Tax Relief

The Act provides relief from the employer share of
the Old Age, Survivors and Disability Insurance
(“OASDI”) for employers that hire unemployed
workers. The relief applies to wages paid by a
“qualified employer” to a “qualified individual”
from March 19, 2010 through Dec. 31, 2010. For
purposes of the Act, a “qualified employer” is any
employer other than the United States, a state or a
political subdivision of a state (except for institu-
tions of higher education). Generally, a “qualified
individual” is an individual who: (i) begins
employment after Feb. 3, 2010 and before Jan. 1,
2011; (ii) was previously unemployed; and (iii)
does not replace other employees of the employer.
It is important to note that the relief applies only
to the OASDI portion of the employer’s tax. It does
not apply to the Medicare Hospital Insurance por-
tion of the employer’s tax, any part of the employ-

ee’s tax or self-employment tax paid by self-
employed individuals. 

Tax Credit for Retention of New Hires

For tax years ending after March 18, 2010, the Act
provides a tax credit of up to $1,000 for each qual-
ified individual retained by a qualified employer.
The qualified employer must employ the qualified
individual for a period of at least 52 consecutive
weeks, and his or her wages for the latter half of the
52-week period must equal at least 80 percent of
his or her wages for the first half of the 52-week
period.  

Extension of Expensing Limitations

The Act raises the maximum amount that taxpay-
ers can be expense under Section 179 of the Code
to $250,000 of the cost of qualifying property
placed in service for the tax year. In addition, it
increases the beginning of the investment-based
phase-out amount to $800,000. 

Election to Receive Payment in Lieu of Tax
Credit

For bonds originally issued after March 18, 2010,
the Act allows issuers of certain tax-exempt bonds,
including new clean renewable energy bonds, qual-
ified energy conservation bonds, qualified zone
academy bonds and qualified school construction
bonds, to elect to receive a direct payment in lieu
of providing a tax credit to the holders of such
bonds. 
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The Act also contains anti-abuse provisions to
restrict the ability of U.S. taxpayers to conceal
assets and income overseas and provisions to raise
tax revenues on corporations. The following discus-
sion summarizes these provisions of the Act in fur-
ther detail. 

Certain Payments Subject to 30 Precent
Withholding Tax

Certain “withholdable payments” made to foreign
financial institutions after 2012 will be subject to a
30 percent withholding tax. To avoid the applica-
tion of the tax, foreign financial institutions must:
(i) agree to obtain information from account hold-
ers in an effort to determine which accounts are
owned by U.S. holders; (ii) disclose their findings
to the IRS; (iii) withhold 30 percent of payments
made to certain account holders; and (iv) attempt
to obtain a waiver under the applicable foreign law
prohibiting the reporting of account information
to the IRS. 

Regulation of Certain Foreign Financial Assets

U.S. persons (including, without limitation, U.S.
entities) holding interests in certain foreign finan-
cial assets must disclose their ownership in such
interests to the IRS for any year in which the assets’
value exceeds $50,000. If a U.S. person fails to
make the required disclosure, the IRS may presume

that the value of the foreign financial asset exceeds
$50,000. Additionally, the IRS may assess a penal-
ty against the U.S. person of up to $50,000 for its
failure to disclose. The Act provides that the IRS
may impose a 40 percent penalty on any under-
statement of tax attributable to an undisclosed for-
eign financial asset. The Act extends the statute of
limitations on the assessment of tax for underpay-
ments attributable to foreign financial assets from
three years to six years. The Act also suspends the
applicable statute of limitations on assessment if
the taxpayer fails to timely file information returns
with respect to foreign financial assets or passive
foreign investment companies. 

Delay of Worldwide Allocation of Interest Rules

The Act further delays the implementation of the
worldwide allocation of interest rules from years
beginning after Dec. 31, 2017 to years beginning
after Dec. 31, 2020. 

For further details regarding the Act or its implica-
tions to you or your company, please contact a mem-
ber of Williams Mullen’s Tax Law Practice Group. 
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