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What Taxes May Look Like Under President Trump
Now that we will have a Republican
trifecta, with Donald Trump as President,
and both the Senate and House of
Representatives with a Republican
majority, there are two things which are
likely: a vote to repeal Obamacare, and
legislation to reduce taxes. According
to president-elect Trump’s website, his
tax vision is to reduce taxes across the
board, eliminate loopholes, make the
business tax rate more competitive, and
reduce child care costs.
Personal Income Tax
We currently have five tax brackets
ranging from 10% to 39.6%, with the
top rate on income of $466,950 married
and $415,050 single. Our incremental
tax rate system calculates tax at each
bracketed income amount at the
incremental rate, so although the last
dollar of income is taxed at the highest
rate, the total tax calculated is actually
an average. President-elect Trump
proposes three tax brackets: 12% up to
$75,000 married and $37,500 single;

25% up to $225,000 married and
$112,500 single; and 33% thereafter.
Currently, the personal exemption
is $4,050 per taxpayer, spouse, and
each dependent for 2016, subject to
limitations. The Trump plan eliminates
personal exemptions. The standard
deduction for 2016 is $12,600 married,
$6,300 single, and $9,300 head of
household. The Trump plan increases the
standard deduction to $30,000 married
and $15,000 single.
Itemized deductions for 2016 are
limited based on income and AGI phase
outs start at $311,300 married and
$259,400 single. The Trump plan uses
a deduction limit of $200,000 married
and $100,000 single, rather than an
income limit. President-elect Trump
will eliminate the Head of Household
status, which held rates down for single
parents. The combination of these items
affect taxpayers differently; however,
overall, upper income earners will pay
less tax.

Other Taxes
Other items affecting personal income
taxes are also proposed. Capital gains
are currently taxed at 20% for taxpayers
in the 39.6% bracket, 15% for
taxpayers in the 25-35% brackets, and
0% below 25%. President-elect Trump
would retain the existing capital gains
rate structure in conjunction with his
proposed individual tax rates, 15% for
taxpayers in the 12–25% brackets, and
20% for taxpayers in the 33% bracket.
Currently, investment income is taxed
at an additional 3.8% to cover some
of the cost of Obamacare. Presidentelect Trump has pledged to repeal and
replace the plan, thus eliminating the
investment income tax. Alternative
minimum tax has plagued taxpayers
as certain deductions and tax-exempt
income are added back and taxed
at a minimum tax rate of 28% after
subtracting an exemption of $83,800
for married taxpayers and $53,900
for single taxpayers, affecting adjusted

income over $186,300 for 2016.
President-elect Trump plans to repeal
the AMT.
Child and Dependent Care
Currently, taxpayers earning up to
$43,000 for the lower family earner can
take a childcare credit of between 20%
and 35% of eligible expenses (20%
for those earning more than $43,000),
capping at $3,000 for one child and
$6,000 for two or more children.
The Trump plan is more extensive. For
adjusted gross income up to $500,000
married and $250,000 single, and
up to four children, the state average
cost of child care based on age can
be deducted directly from income. The
deduction would be available for paid
care, stay-at-home parents, and those
who have stay-at-home grandparents
providing care. An Earned Income Tax
Credit rebate will be available to lower
income taxpayers equal to 7.65% of
eligible expenses up to one half of the
continued on page 3

BGH Grows!
We recently expanded our office space this Fall, which enabled us to add offices and conference space. Please visit our office and allow us to show off our new space.

Happy Holidays
and a Prosperous New Year!

from the Partners and Staff of
BORMEL, GRICE & HUYETT, P.A.

2016 Year-End Tax Planning
As the end of the year approaches, it is
a good time to think of planning moves
that will help lower your tax bill for this
year and possibly the next. Factors that
compound the planning challenge this
year include turbulence in the stock
market, overall economic uncertainty,
and Congress’ all too familiar failure
to act on a number of important tax
breaks that will expire at the end of
2016. Some of these expiring tax breaks
will likely be extended, but perhaps not
all, and as in the past, Congress may
not decide the fate of these tax breaks
until the very end of 2016 (or later). For
individuals, these breaks include: the
exclusion for discharge of indebtedness
on a principal residence, the treatment
of mortgage insurance premiums as
deductible qualified residence interest,
the 7.5% of adjusted gross income floor
beneath medical expense deductions
for taxpayers age 65 or older, and the
deduction for qualified tuition and
related expenses. There is also a host of
expiring energy provisions.
Higher-income earners have unique
concerns to address when mapping out
year-end plans. They must be wary of
the 3.8% surtax on certain unearned
income and the additional 0.9%
Medicare (hospital insurance, or HI) tax.
Both of these surtaxes are part of
“Obamacare” which presidentelect Trump has promised to repeal.
Repeal could be effective for 2017,
thus any deferral from 2016 to
2017 of income subject to the surtaxes
could be a permanent deferral rather
than temporary.
We have compiled a checklist of
additional actions based on current tax
rules that may help you save tax dollars
if you act before year-end.
Year-End Tax Planning Moves for
Individuals
• Realize losses on stock while
substantially preserving your investment
position. There are several ways this
can be done. For example, you can sell
the original holding, then buy back the
same securities at least 31 days later.
• Postpone income until 2017 and
accelerate deductions into 2016 to
lower your 2016 tax bill. This strategy
may enable you to claim larger
deductions, credits, and other tax
breaks for 2016 that are phased out
over varying levels of adjusted gross
income (AGI). These include child tax
credits, higher education tax credits, and
deductions for student loan interest.
Postponing income also is desirable for

those taxpayers who anticipate being in
a lower tax bracket next year. However,
in some cases, it may pay to actually
accelerate income into 2016.
• If you believe a Roth IRA is better than
a traditional IRA, consider converting
traditional-IRA money invested in
beaten-down stocks (or mutual funds)
into a Roth IRA, if eligible to do so.
Keep in mind, however, that such
a conversion will increase your AGI
for 2016.
• If you converted assets in a traditional
IRA to a Roth IRA earlier in the year
and the assets in the Roth IRA account
declined in value, you could wind up
paying a higher tax than is necessary if
you leave things as is. You can back out
of the transaction by re-characterizing
the conversion back to a traditional IRA.
You can later reconvert to a Roth IRA.
• It may be advantageous to try to
arrange with your employer to defer,
until early 2017, a bonus that may be
coming your way.
• Consider using a credit card to pay
deductible expenses before the end of
the year. Doing so will increase your
2016 deductions even if you don’t pay
your credit card bill until after the end
of the year.
• If you expect to owe state and
local income taxes when you file your

strategy to “miscellaneous” itemized
deductions, medical expenses and other
itemized deductions.
• For 2016, the “floor” beneath medical
expense deductions for those age 65 or
older is 7.5% of adjusted gross income
(AGI). Unless Congress changes the
rules, this floor will rise to 10% of AGI
next year. Taxpayers age 65 or older
who can claim itemized deductions this
year, but won’t be able to next year
because of the higher floor, should
consider accelerating discretionary or
elective medical expenses.
• Consider making a charitable
distribution from your IRA. The provision
that allows taxpayers who are at least
70 ½ years old to make up to $100,000
in qualified charitable distributions from
individual retirement accounts without
including the distributions in income
was made permanent.
• Take required minimum distributions
(RMDs) from your IRA or 401(k) plan.
RMDs from IRAs must begin by April
1 of the year following the year you
reach age 70 ½. That start date also
applies to company plans, but non-5%
company owners who continue working
may defer RMDs until April 1 following
the year they retire. Failure to take a
required withdrawal can result in a
penalty of 50% of the amount of the
RMD not withdrawn.

Higher-income earners have unique concerns to address
when mapping out year-end plans. They must be wary
of the 3.8% surtax on certain unearned income and the
additional 0.9% Medicare (hospital insurance, or HI) tax.
return next year, consider asking your
employer to increase withholding of
state and local taxes (or pay estimated
tax payments of state and local taxes)
before year-end to pull the deduction
of those taxes into 2016 if you won’t
be subject to alternative minimum tax
(AMT) in 2016.
• Estimate the effect of any year-end
planning moves on the AMT for 2016,
keeping in mind that many tax breaks
allowed for purposes of calculating regular
taxes are disallowed for AMT purposes.
These include the deduction for state
property taxes on your residence, state
income taxes, miscellaneous itemized
deductions, and personal exemption
deductions.
• You may be able to save taxes this
year and next by applying a bunching

• Increase the amount you set aside
for next year in your employer’s health
flexible spending account (FSA) if you
set aside too little for this year.
• If you become eligible in December of
2016 to make health savings account
(HSA) contributions, you can make a
full year’s worth of deductible HSA
contributions for 2016.
• If you are thinking of installing
energy saving improvements to your
home, such as certain high-efficiency
insulation materials, do so before the
close of 2016. You may qualify for a
“nonbusiness energy property credit”
that won’t be available after this year.
• Make gifts sheltered by the annual
gift tax exclusion before the end of the
year and thereby save gift and estate

taxes. The exclusion applies to gifts
of up to $14,000 made in 2016 and
2017 to each of an unlimited number
of individuals.
Year-End Tax Planning Moves for
Businesses & Business Owners
• Businesses should consider making
expenditures that qualify for the
business property expensing option.
For tax years beginning in 2016, the
expensing limit is $500,000 and the
investment ceiling limit is $2,010,000.
Expensing is generally available for
most depreciable property (other
than buildings) and qualified real
property such as qualified leasehold
improvement property, qualified
restaurant property, and qualified retail
improvement property.
• Businesses also should consider
making expenditures that qualify for
50% bonus first year depreciation if
bought and placed in service this year.
The bonus depreciation deduction is
permitted without any proration based
on the length of time that an asset is in
service during the tax year. As a result,
the 50% first-year bonus write off is
available even if qualifying assets are in
service for only a few days in 2016.
• Businesses may be able to take
advantage of the “de minimis safe
harbor election” to expense each
individual asset that costs $2,500 or
less including materials and supplies.
• To reduce 2016 taxable income,
consider deferring a debt-cancellation
event until 2017.
• To reduce 2016 taxable income,
consider disposing of a passive activity
in 2016 if doing so will allow you to
deduct suspended passive activity losses.
• If you own an interest in a partnership
or S corporation, consider whether you
need to increase your basis in the
entity so you can deduct a loss from
it for this year.
These are just some of the year-end
steps that can be taken to save taxes. By
contacting us, we can tailor a particular
plan that will work best for you. ■

Tax Due Date Calendar
JANUARY 17
Final installment of 2016 estimated tax
by individuals and trusts due.
JANUARY 31
(NOTE NEW DUE DATES FOR FORM
W-3 AND W-2s AND FORM 1096 AND
1099-MISC WITH BOX 7 ENTRIES)
File Copy A of all paper and electronic
Forms W-2, Wage and Tax Statement, with
Form W-3, Transmittal of Wage and Tax
Statements, or file electronic Forms W-2,
with the Social Security Administration
(SSA) to report wages, tips and other
compensation paid to an employee.
File Copy A of paper, Form 1099,
Miscellaneous Income, with Form 1096,
Annual Summary and Transmittal of U.S.
Information Returns, or file electronic
Forms 1099, Miscellaneous Income
with the IRS, when you are reporting
non-employee compensation payments
in box 7.
Last day to receive W-2 forms and most
1099 statements from your employer,
banker, broker, etc.
Fourth quarter 2016 payroll tax returns
and annual federal unemployment
returns due.
FEBRUARY 15
Last day for filing Form W-4 by employees
who wish to claim exemption from
withholding of income tax for 2017.

If you have any questions about these new due dates, please feel free to call our office.

FEBRUARY 28
File Forms 1098, 1099 for other than Box
7 entries, W-2G and Form 1096 for other
than Box 7 entries with the IRS.
If Forms 1098, 1099 (not including
Form 1099-MISC with Box 7 entries)
or W-2G are filed electronically, the
due date for filing with the IRS and
SSA is extended to March 31.
MARCH 15
S Corporation and Partnership
(for Partnerships, this is a new deadline)
income tax returns for calendar year
2016 due.

Last day for making 2016 IRA
contributions.

estimated tax by individual, trusts
and estates.

Gift tax returns (Form 709) and payment
of any gift tax due for 2016. If your
income tax return is extended, the Gift tax
return will automatically be extended for
six-months, or otherwise File Form 8892.

Payment of third installment of
2017 estimated tax by calendar-year
corporations.

Calendar year Fiduciary income tax returns
and requests for five and a half-month
automatic extensions due.
First installment for corporation estimated
income tax due for 2017.
FinCEN Form 114 is due.

Last day for calendar year S Corporations
and Partnerships to file Form 7004, an
automatic six-month extension of time,
for 2016 income tax returns.
APRIL 18
Individual income tax returns or Form
4868 (automatic six-month extension)
plus payment of any 2016 tax liability due.
First quarter individual estimated tax
payments due for 2017.
C Corporation income tax returns for
calendar year 2016 due (this is one month
later than in the past) or last day for
calendar year C Corporations to file Form
7004, an automatic five-month extension
of time, for 2016 tax returns plus payment
of any 2016 tax liability due.

Last day of filing 2016 Form 1065
for ‘S’ corporations and partnerships
that obtained an automatic six-month
extension.
Last day for filing 2016 income tax
return by calendar-year corporations
that obtained an automatic five-month
filing extension.

MAY 1
First quarter 2017 payroll tax returns due.

OCTOBER 2
Form 1041 extended due date
(previously was September 15).

JUNE 15
Payment of second installment of 2017
estimated tax by individuals and trusts
is due.

OCTOBER 16
Last day for filing 2016 individual income
tax returns for those who obtained an
automatic six-month filing extension.

Second quarter of 2017 estimated tax is
due by calendar-year corporations.

Form 5500 extended due date.

JULY 31
Due date for 2016 Annual Return/Report
of Employee Benefit Plan (Form 5500).
Second quarter 2017 payroll tax returns due.

OCTOBER 31
Third quarter 2017 payroll tax returns due.
DECEMBER 15
Payment of last installment of 2017
estimated tax by calendar-year
corporations.

SEPTEMBER 15
Payment of third installment of 2017

What Taxes May Look Like Under President Trump
payroll tax paid by the lower earner,
available to taxpayers earning up to
$62,400 married and $31,200 single.
Dependent Care Savings Accounts will
be available for specific individuals,
including unborn children, limited
to $2,000 per year from all sources,
including the account owner, immediate
family members, and the employer.
Unused funds for children turning 18 can
be used for education expenses.

Additionally, appreciated assets will
no longer be eligible to contribute to
a private charity (foundation) to avoid
the tax.
Corporate Income Tax

Estate Tax

U.S. corporate income tax rates range
from 15-35% on taxable income.
Current law allows deductions for
accelerated and bonus depreciation on
fixed asset acquisitions to encourage
investment in the business, while
reducing taxable income.

Currently, the estate tax is 40% for
taxable estates exceeding the lifetime
exclusion of $5.45 million, reduced by
lifetime taxable gifts. Estates smaller
than the exclusion do not pay federal
estate tax. President-elect Trump plans
to repeal the estate tax; however, capital
gains over $10 million at death will be
subject to tax when realized, in order
to exempt small businesses and family
farms, on the assumption that they will
not be sold and will not incur the tax.

President-elect Trump plans to reduce
the corporate tax rate to 15%, to
encourage job creation, and to repeal
the corporate alternative minimum tax
(AMT). The plan includes a “deemed”
repatriation of offshore corporate profits
at a one-time 10% tax. This may be a
tax paid in the hopes that the profits will
be returned to the U.S. Manufacturing
companies will be able to elect a capital
investment deduction, likely similar to
the 100% bonus deprecation deduction,

in exchange for losing the deduction for
interest expense, encouraging reduction
in corporate debt. There will be a three
year limit on revoking the election, after
which it will be irrevocable.
The maximum tax credit for on-site
childcare will be increased from $150,000
to $500,000, and the recapture period
reduced from 10 years to five years.
Businesses that contribute towards
employee childcare expenses will be able
to exclude the cost from business taxable
income. Employees receiving direct
employer subsidies would no longer
exclude those costs from individual
taxable income and the employer may
not apply the costs of those subsidies as
eligible for the employer tax credit.
These are dramatic changes to the way
in which we calculate taxes. Before a
final bill is enacted, proposals may
change during the legislative process.
Let’s hope it’s good news for the
economy and the national debt. ■
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Bormel, Grice & Huyett, P.A. Named One of the “Best
Accounting Firms to Work For” Fourth Consecutive Year
Bormel, Grice & Huyett was number
28 on the list. The annual list of “Best
Accounting Firms to Work For” was
created by AccountingToday Magazine
and Best Companies Group.

The Certified Public Accounting firm
of Bormel, Grice & Huyett, P.A.
was named one of the 2016 Best
Accounting Firms to Work For.

This survey and award program
was designed to identify, recognize,
and honor the best places of
employment in the accounting
industry, benefiting the nation’s
economy, its workforce, and businesses.

The Best Accounting Firms to
Work For list comprises 100 CPA
firms nationwide.
Founded in 1968, and celebrating 48
years of service, Bormel, Grice & Huyett,
P.A. is one of the Baltimore Washington
Corridor premier accounting firms,
providing the highest quality accounting,
tax, audit, financial, business, and
professional services to both individuals
and organizations. The firm provides

industry expertise in a number of
areas, such as not-for-profits, real
estate, construction, and professional
service providers.
ADP representatives Jon Van Dyke and
Tiffany Wormley presented the award
to the firm’s directors Larry Bormel,
Katherine Grice, Anna Huyett, and Ray
Plummer. ■

Payroll Tax Update for 2017
The Social Security Administration
(SSA) announced that the maximum
earnings subject to the Social
Security component of the FICA
tax will increase to $127,200 for
2017. This means that, for 2017, the
maximum Social Security tax that
employers and employees will each
pay is $7,886.40 ($127,200 x 6.2%),
and a self-employed person with at

least $127,200 in net self-employment
earnings will pay $15,772.80 for
the Social Security part of the selfemployment tax. The Medicare
component will remain at 1.45%
of all earnings, and individuals with
earned income of more than $200,000
($250,000 for married couples filing
jointly) will pay an additional 0.9%
in Medicare taxes. This Additional
Medicare Tax is applicable to

employees only; there is no employer
match for Additional Medicare Tax.

Ray Plummer recently completed
his term as President of the Baltimore
Washington Corridor Chamber.
Congratulations Ray on a job well done!!!

We had the pleasure of having an
intern work with us this past summer.
Lace Coleman lives in Annapolis and
interned with us in July and August.
Lace attends Bowie State University
with a double major in Accounting and
Finance and will graduate in May 2017.

IRS limits the amount employees can
deposit to a 401(k) retirement plan
each year. A participant’s maximum
pre-tax contribution for 2017 will
remain at $18,000 (an additional
$6,000 can be contributed for
individuals who will be at least age
50 by the end of the year). This limit

applies to the contributions to all
401(k) plans the person participated
in during the year. It is the employee’s
responsibility to keep track of the total
contributions if they participated in
the 401(k) plans of more than one
employer during the same year.
If you need assistance with these items,
please feel free to call our office. ■

BGH NEWS

The 2016 BGH Staff Awards were
presented to the following very
deserving staff members:

Congratulations to Mike Myers,
our Director of Tax Services, who is
celebrating his 25th anniversary with
us this year.

Certificate of Appreciation April Miller

Congratulations to Ron Rendle, CPA,
who was promoted to the position of
Manager in our Firm. Ron has been
with us for 7 years. Ron specializes in
employee benefit plans, not-for-profit
audits, and business and individual tax
engagements.

Our firm held a silent auction on
Saturday June 4, 2016, with all of
the proceeds going to the BGH
Scholarship Fund. Thank you to our
staff for their participation and for the
many items which were donated to help
us raise over $1,600 for the Scholarship
Fund. A special thank you to Tina
Megofna for organizing the auction.

Catherine Newman’s daughter
Briana Phair graduated in May from
Towson University College of Business
and Economics with a Bachelor of
Science degree in Accounting. Her
participation in their internship program
resulted in full time employment with a
national software development firm in
Hunt Valley, MD. Congratulations Briana!

Thumbs Up - Steve Hartong
Most Improved - Sadia Syed
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Congratulations to the 2016 recipients
of the Bormel, Grice & Huyett Business
Scholarship Award! Jaz Butcher &
Zavier McDuffie of St. Vincent
Pallotti High School were presented
the award by Sadia Syed. Our best
wishes for future success to the Class
of 2016!!
The Bormel, Grice & Huyett Business
Scholarship Award is presented
annually to area high school seniors
for scholastic achievement and interest
in pursuing a business curriculum
in college. Past recipients include
students from River Hill, Laurel,
Pallotti, Reservoir, Hammond, Glenelg,
Atholton, Mt. Hebron and Oakland
Mills High Schools.

The BGH UPDATE is published for our clients, staff, and professional contacts. Copies will be provided to other business people upon written request. Any action based
on information contained herein should be taken only after a detailed review of the specific situation.
The following members of our firm have contributed to this edition: Larry Bormel, Marlene Collins, Mike Myers, Bette Anne Sanders, Barry Fields, April Miller,
and Catherine Newman.

