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Season’s  
Greetings!

Larry Bormel at the 6th Annual  
“Best Accounting Firms to Work For” 
National Conference in Orlando, Florida.

We are especially proud to announce 
that Bormel, Grice & Huyett, P.A. was 
named one of the “Best Accounting 
Firms to Work For” in 2013. The annual 
list of “Best Accounting Firms to Work 
For” was created by Accounting Today 
Magazine and Best Companies Group.

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 companies, which are split into 
three groups: small accounting firms  
(15-49 employees), mid-sized firms 
(50-249 employees), and large firms 
(more than 250 employees). Bormel, 
Grice & Huyett, P.A. has been named 
one of the “Best Accounting Firms to 
Work For” in the small firm category.

The ranking of the 6th Annual “Best 
Accounting Firms to Work For” was 
unveiled at a National Conference and 
Awards ceremony during Accounting 
Today’s Growth & Profitability Summit 
on October 21, 2013 in Orlando, 
Florida. Larry P. Bormel, President of 
Bormel, Grice & Huyett, P.A. accepted 
the award on behalf of our firm. 

The award and recognition is especially 
meaningful to our staff, as it comes in 
our 45th Anniversary year!  ■

 

Bormel, Grice & Huyett, P.A. Named One of the 
Best Accounting Firms to Work For

Happy Holidays and our Best Wishes for a Prosperous New Year 
from the Partners and Staff of BORMEL, GRICE & HUYETT, P.A.  

special edition

forty fifth  anniversary

Join us on BGH’s 
!

Type in Bormel, Grice & Huyett and connect with us.



3.8% Medicare Contribution Tax on Net Investment 
Income and 0.9% Additional Medicare Tax on Wage  
and Self-Employment Income
Starting in 2013, high-income tax-
payers will face two new taxes: a 
3.8% Medicare contribution tax on 
net investment income and a 0.9%  
additional Medicare tax on wage and 
self-employment income. Here’s an 
overview of the two new taxes and 
what they will mean to you.

3.8% Medicare contribution tax. 
This new tax will only affect taxpayers 
whose adjusted gross income (AGI) 
exceeds $250,000 for joint filers and 
$200,000 for single taxpayers and 
heads of household. These threshold 
amounts aren’t indexed for inflation. 
Thus, as time goes by, inflation will 
cause more taxpayers to become sub-
ject to the 3.8% tax.

If your AGI is above the threshold that 
applies to you, the 3.8% tax will apply 
to the lesser of (1) your net invest-

ment income for the tax year or (2) the 
excess of your AGI for the tax year over 
your threshold amount. This tax will 
be in addition to the income tax that 
applies to that same income.

Take, for example, a married couple 
that has AGI of $270,000 for 2013, 
of which $100,000 is net investment 
income. They would pay a Medicare 
contribution tax on only the $20,000 
amount by which their AGI exceeds 
their threshold amount of $250,000. 
That is because the $20,000 excess 
is less than their net investment 
income of $100,000. Thus, the couple’s 
Medicare contribution tax would be 
$760 ($20,000 × 3.8%).

Now assume that the couple’s AGI was 
$350,000. Because their AGI exceeds 
their threshold amount by $100,000, 
they would pay a Medicare contribu-
tion tax on their full $100,000 of net 
investment income. Their Medicare 
contribution tax would then be $3,800 
($100,000 × 3.8%).

What is net investment income? 
The “net investment income” that is 
subject to the 3.8% tax consists of 
interest, dividends, annuities, royal-
ties, rents, and net gains from property 
sales. Income from an active trade or 
business isn’t included in net invest-
ment income, nor is wage income.

However, passive business income is 
subject to the Medicare contribution 
tax. Thus, rents from an active trade 
or business aren’t subject to the tax, 
but rents from a passive activity are 
subject to it. 

Income that is exempt from income 
tax, such as tax-exempt bond inter-
est, is likewise exempt from the 3.8% 
Medicare contribution tax. Switching 
some of your taxable investments into 
tax-exempt bonds can reduce your 
exposure to the 3.8% tax. Of course, 

this should be done with regard to 
your income needs and investment 
considerations.

Home sales. Many people have 
asked how the 3.8% tax applies to 
home sales. If you sell your main home, 
you may be able to exclude up to 
$250,000 of gain, or up to $500,000 
for joint filers, when figuring your 
income tax. This excluded gain will not 
be subject to the 3.8% Medicare con-
tribution tax.

However, gain that exceeds the limit 
on the exclusion will be subject to the 
tax. Gain from the sale of a vacation 
home or other second residence, which 
doesn’t qualify for the income tax 
exclusion, will also be subject to the 
Medicare contribution tax.

Retirement plans. Distributions 
from qualified retirement plans, such 
as pension plans and IRAs, aren’t 
subject to the Medicare contribution 
tax. However, those distributions may 
push your AGI over the threshold that 

would cause other types of investment 
income to be subject to the tax.

This makes Roth IRAs more attractive 
for higher-income individuals, because 
qualified Roth IRA distributions 
are neither subject to the Medicare 
contribution tax nor included in AGI. 
Distributions from traditional IRAs 
will be included in AGI, except to 
the extent of after-tax contributions, 
although they will not be subject to the 
Medicare contribution tax.

Additional 0.9% Medicare tax 
on wage and self-employment 
income. Starting in 2013, some high 
wage earners will pay an extra 0.9% 
Medicare tax on a portion of their 
wage income, in addition to the 1.45% 
Medicare tax that all wage earners 
pay. The 0.9% tax applies to wages 
in excess of $250,000 for joint filers, 
$125,000 for married individuals filing 
separately, and $200,000 for all others. 
The 0.9% tax applies only to employ-
ees, not to employers.

For joint filers, the additional tax 
applies to the spouses’ combined 
wages. For example, suppose that a 
married couple earns combined wages 
of $300,000 in 2013. On a joint 
return, they will pay Medicare tax of 
$3,625 ($250,000 × 1.45%) on their 
first $250,000 of wages and $1,175 
on their combined wages in excess of 
$250,000 ($50,000 × 2.35%), for a 
total Medicare tax of $4,800.

Once an employee’s wages reach 
$200,000 for the year, the employer 
must begin withholding the additional 
0.9% tax from the wages. However, 
this withholding may prove insuffi-
cient if the employee has additional 
wage income from another job or if 
the employee’s spouse also has 
wage income. To avoid that result, an 
employee may request extra income 

tax withholding by filing a new Form 
W-4 with the employer. The extra with-
holding can then be applied to the 
liability for the additional 0.9% tax.

Self-employment tax. An extra 
0.9% Medicare tax also applies to self-
employment income for the tax year 
in excess of $250,000 for joint filers, 
$125,000 for married individuals filing 
separately, and $200,000 for all others. 
This 0.9% tax is in addition to the 
regular 2.9% Medicare tax on all self-
employment income. The $250,000, 
$125,000, and $200,000 thresholds 
will be reduced by the taxpayer’s wage 
income.

For example, if a married couple has 
combined self-employment income 
of $300,000 for 2013 (and no 
wages), they will pay Medicare tax of 
$7,250 ($250,000 × 2.9%) on the 
first $250,000 of that income and 
$1,900 on the excess of their com-
bined self-employment income over 
$250,000 ($50,000 × 3.8%), for a 
total Medicare tax of $9,150.

While self-employed individuals can 
claim half of their self-employment tax 
as an income tax deduction, the addi-
tional 0.9% tax will not generate any 
income tax deduction.

Please contact your BGH tax advisor  
to discuss the impact of these new 
taxes for your specific situation.   ■

3.8% Medicare contribution tax. This new tax will only 
affect taxpayers whose adjusted gross income (AGI) 
exceeds $250,000 for joint filers and $200,000 for single 
taxpayers and heads of household.

Additional 0.9% Medicare tax on wage and self-employ-
ment income. Starting in 2013, some high wage earners 
will pay an extra 0.9% Medicare tax on a portion of their 
wage income, in addition to the 1.45% Medicare tax that 
all wage earners pay.



JANUARY 15 
Final installment of 2013 
estimated tax by individuals 
and trusts due.

JANUARY 31
Last day to receive 
Forms W-2 and most 

1099 statements from your 
employer, banker, broker, etc. 

Fourth quarter 2013 payroll tax returns and annual 
federal unemployment returns due.

FEBRUARY 18
Last day for filing Form W-4 by employees who wish  
to claim exemption from withholding of income tax 
for 2014. 

FEBRUARY 28
File Forms 1098, 1099, W-2G, and Form 1096  
with the IRS. 

File Forms W-2 (copy A) along with Form W-3 with  
the Social Security Administration (SSA). 
 
If Forms 1098, 1099, W-2, and W-2G are filed  
electronically, the due date for filing them with 
the IRS and the SSA is extended to March 31. 

MARCH 17
Corporation and S Corporation income tax returns  
for calendar year 2013 due. 

Last day for calendar year corporations to file Form 
7004, an automatic six-month extension of time, 
for 2013 income tax returns.

APRIL 15 
Individual income tax returns, Form 4868  
(automatic six-month extension) plus payment of  
any 2013 tax liability due.

First quarter individual estimated tax payments  
due for 2014. 

Last day for making 2013 IRA contributions. 

Gift tax returns (Form 709) and payment of any gift 
tax for 2013 due. If your income tax return is extended, 
the Gift tax return will automatically be extended for 
six-months, or otherwise file Form 8892.

Calendar year fiduciary income tax returns and  
requests for six-month automatic extensions due.

Partnership returns and requests for five-month  
automatic extensions (Form 7004) for 2013 due.

First installment for corporation estimated income  
tax is due for 2014.

APRIL 30 
First quarter 2014 payroll tax returns due.

Tax Due Date Calendar

 BGH NEWS

Welcome to Janet Gorden, CPA.  
Janet is a graduate of the University of 
Maryland Baltimore County. She has 
more than 16 years of public accounting 
experience. Janet and her family reside 
in Frederick. 

Congratulations to Brian Jordan for 
earning the designation of Enrolled 
Agent (EA) which is an authorization by 
the U.S. federal government to represent 
taxpayers in affairs with the IRS.

Congratulations to April and Ty Miller 
on the birth of their son, David, on 
November 8.

We would like to extend a welcome  
to, Matthew Bormel. Matthew is a  
graduate of the University of Maryland 
College Park and was formerly 
employed with Price Waterhouse 
Coopers. Matthew resides in Baltimore.  

Our firm recently held a silent auction, 
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 $1,300 for the 
Scholarship Fund. A special thank you to 
Tina Megofna for organizing the auction. 

 

The 2013 BGH Staff Awards were 
presented at our annual staff retreat 
to the following very deserving staff 
members:

Most Improved –  
Raymond Plummer

Certificate of Appreciation –  
Steve Hartong

Thumbs Up –  
Ron Rendle

Howard County Executive, Ken Ulman, 
proclaimed October 21, 2013 Bormel, 
Grice & Huyett, P.A. Day!

Laurel Mayor Craig Moe honored BGH 
for its milestone of 45 years in busi-
ness and service all within the City 
of Laurel.

Thank you to County Executive Ulman 
and Mayor Moe (see proclamations 
on the back cover).

For 2014, the Social  Secur i ty 
Administration has increased the 
maximum amount of earnings subject 
to Social Security and self-employ-
ment taxes. The Social Security rates 
will remain at 6.2% for employers 
and employees on earnings up to 
the wage limit of $117,000 paid in 
2014.  The maximum withholding for 

Social Security will be $7,254. The 
Medicare rates will remain at 1.45% 
each for employers and employees up 
to $200,000, then an additional .9% 
(for a total of 2.35%) on employee 
wages in excess of $200,000. This 
Additional Medicare Tax is taxable to 
employees only; there is no employer 
match for Additional Medicare Tax.

IRS limits the amount employees can 
deposit to a 401(k) plan each year. 
A participant’s maximum pre-tax 
contribution for 2014 will remain at 
$17,500 (an additional $5,500 can 
be contributed for individuals who 
will be at least age 50 by the end 
of the year). This limit applies 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.

Should you need assistance with 
these items, please feel free to call 
our office.   ■

Federal Payroll for 2014



Kathy Grice (shown left) accepting a proclamation from the City of Laurel  
presented to Bormel, Grice & Huyett, P.A. on December 9, 2013 by  
Mayor Craig Moe. 

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, Sadia Syed, Brenda Cummings,  
and Tina Megofna.

If you haven’t already done so, please 
visit our website at www.bormel-
grice.com. Through our website, you 
can access information about our firm 
and its specialty groups, the latest 

issue of our newsletter, and links to  
other sites such as tax forms and 
publications, Maryland Comptroller 
of the Treasury, Maryland Association 
of Certified Public Accountants,  

American Institute of Certif ied 
Publ ic  Accountants, Bal t imore 
Washington Corr idor Chamber, 
State Department of Assessments 
and Taxation, Bloomberg Financial 

Services, and various client websites. 
Your comments and feedback are 
welcome and appreciated.

 

 BGH NEWS

Along with our firm celebrating 45 years of doing business,  
we have several staff members who are celebrating milestones  
as well (see below).  BGH also received two proclamations,  
one from the City of Laurel and the other from Howard County. 

Larry Bormel – 35 years
Kathy Grice – 30 years
Anna Huyett – 30 years
Marlene Collins – 25 years
Brenda Cummings – 25 years
Bette Anne Sanders – 25 years
Catherine Newman – 15 years
Ray Plummer – 10 years

Bormel, Grice & Huyett, P.A. Celebrating 45 Years  

BGH Profile:

Then: Kathy Grice, Larry Bormel, and Anna Huyett, 1992 Now: Anna Huyett, Larry Bormel, and Kathy Grice, 2013

Brenda Cummings, Marlene Collins, Ray Plummer, Catherine Newman,  
and Bette Anne Sanders (shown left to right)

Founded in 1968, and celebrating 45 
years of service,  Bormel, Grice & Huyett, 
P.A. (BGH) 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. 

BGH sustains industry expertise in a 
number of areas such as not-for-profits, 
real estate, construction, and pro- 
fessional service providers.

The current directors of BGH, Larry Bormel, 
Katherine Grice, and Anna Huyett have 
carried on a commitment to take 
part in community organizations such 

as the Baltimore Washington Corridor 
Chamber, the Howard County 
Chamber, Laurel Regional Hospital, 
Howard County General Hospital, 
Howard County Green Business 
Council, and various professional and 
civic organizations. BGH also awards  
annual scholarships to Howard and 

Prince George’s County high school 
students interested in a business 
curriculum in college.

Larry Bormel is a resident of Clarksville; 
Katherine Grice resides in Laurel; and 
Anna Huyett resides in Ellicott City.  ■


