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HAPPY HOLIDAYS FROM BGH

Thank you to all of our clients, contacts, and staff for making our 50th Anniversary so very special!!!

BGH Highlights of the Tax Cuts & Jobs Act
On December 22, 2017, the President signed into law H.R. 1, officially titled “An Act to Provide
for Reconciliation Pursuant to Titles II and V of the Concurrent Resolution on the Budget for Fiscal
Year 2018,” but politicians and commentators are calling it the Tax Cuts and Jobs Act. The new law
overhauls the Internal Revenue Code by lowering tax rates, eliminating numerous tax provisions, and
creating several new provisions. Below is a brief summary of the Tax Cuts and Jobs Act.
For Individuals and Families, the
Tax Cuts & Jobs Act:
• Lowers individual taxes and sets the
rates at 0%, 10%, 12%, 22%, 24%,
32%, 35%, and 37%.
• Significantly increases the standard
deduction from $6,350 and $12,700
under current law to $12,000 and
$24,000 for individuals and married
couples, respectively. Personal
exemptions have been eliminated.
• Continues to allow people to write
off the cost of state and local income
and real estate taxes, but only up to a
combined total of $10,000.
• Preserves the mortgage interest
deduction, with changes on mortgages
taken out after December 15, 2017.
º Mortgage interest on loans up
to $750,000 is deductible for first
and second homes on new
mortgages acquired after 12/15/17.
Additionally, the deduction up to
$100,000 of home equity loans or
lines of credit is eliminated.
º For homeowners with existing
mortgages there will be no change
to the current mortgage interest
deduction. This includes refinancing
these prior mortgages.
• Expands the Child Tax Credit from
$1,000 to $2,000 for single filers and
married couples. The tax credit is fully
refundable up to $1,400 and begins to
phase-out for single filers making over
$200,000 and for married filing joint
filers making over $400,000.

Parents must provide a child’s valid
Social Security Number to receive
this credit.

• Retains retirement savings options
such as 401(k)s and Individual
Retirement Accounts (IRAs).

• Preserves the Child and Dependent
Care Tax Credit.

• Increases the exemption amount
from the Alternative Minimum Tax
(AMT) to $70,300 for single taxpayers
(up from $54,300) and $109,400 for
married filing joint (up from $84,500).

• Preserves the Adoption Tax Credit.
• Provides relief for Americans with
high medical bills by expanding the
medical expense deduction for 2017
and 2018 for medical expenses
exceeding 7.5% of adjusted gross
income, and rising to 10% beginning
in 2019.
• Continues and expands the
deduction for charitable contributions
allowing cash contributions to offset
60% of adjusted gross income (prior
law allowed contributions to offset up
to 50% of AGI).
º
		
		
		
		
		
		

But no charitable deduction is
allowed for a payment to a
higher educational institution
in exchange for which the
payor receives the right to
purchase tickets or seating at
an athletic event.

• Eliminates the Affordable Care
Act’s individual mandate tax penalty
beginning in 2019.
• Changes 529 Plans by allowing
distributions of up to $10,000 per
student per year to pay tuition
expenses for a public, private, or
religious elementary or secondary
school. The rules for postsecondary
educational institutions are unchanged.

• Doubles the Estate and Gift Tax
exemptions to $11.2 million per
person ($22.4 million for taxpayer’s
and spouses).
• Most of the individual provisions
expire or sunset after 2025 and revert
back to pre-12/15/2017 law including
the doubling of the estate and gift
tax exemption.

For Businesses, the Tax Cuts &
Jobs Act:
• Lowers the corporate tax rate to
21% (beginning Jan. 1, 2018) – down
from 35%.
• Created the new 20% tax
deduction that applies to the first
$315,000 of joint taxable income
($157,500 for single taxpayers)
earned by all businesses organized
as S corporations, partnerships, LLCs,
and sole proprietorships. For qualifying
business entities with income above
this level, the bill generally provides a
deduction for up to 20% on business
profits, reducing their effective
marginal tax rate to no more than
29.6%. For taxpayers with taxable
income above $315,000 joint and

$157,500 single, the rules include
limitations. For example, “higher
income” service providers, except
for architects and engineers, are not
allowed this deduction. See the article
on our website for additional details.
This provision expires after 2025.
• Allows businesses to immediately
write off the full cost of new
equipment by expanding the §179
deduction to $1 million and allowing
100% bonus depreciation on
qualifying new and used fixed assets.
• Increases the Luxury Auto
Depreciation limits: The new limits are
set at $10,000 the year the vehicle is
placed in service then $16,000 in year
two, $9,600 in year three, and $5,760
per year thereafter. The old limits were
$3,160 in year one, $5,100 in year
two, $3,050 in year three, then
$1,875 thereafter.
• Net Operating Losses (NOL) can no
longer reduce taxable income to $0.
Beginning in 2018, the NOL deduction
is limited to 80% of taxable income.
In addition, the two year carryback
provision is repealed and an NOL
carryover may be carried forward
indefinitely (until used up).
• Modifies Section 1031 Like Kind
Exchange provisions by limiting their
application only to real property.
Thus sales of personal property
will no longer qualify for tax
deferred treatment.

Continued →

For Businesses, the Tax Cuts &
Jobs Act (Cont’d):
• Limits interest expense deductions
on businesses with more than $25
million average annual gross receipts.
• Eliminates the Corporate Alternative
Minimum Tax.
• Eliminates business deductions
for entertainment, amusement, or
recreation including membership dues
with respect to any club organized
for business, pleasure, recreation, or
other social purposes. The prior law
limited the deduction to 50% (and this
new law disallows 100%). The 50%
deduction for only meals is maintained.
• Unlike most of the individual
provisions that expire after 2025,
most of the business provisions
are permanent.

The Bormel,
Grice & Huyett
Business
Scholarship
Fund

For Tax Exempt Organizations:
The Internal Revenue Service has
issued interim guidance to help
tax-exempt organizations deal with
changes in the Tax Cuts and Jobs Act
that impose new taxes on groups like
churches and charities that offer free
parking to employees.
The interim guidance involves the
treatment of qualified transportation
fringe benefit expenses paid or
incurred beginning in 2018. The new
rules aim to help taxpayers calculate
the amount of parking expenses that
aren’t tax deductible anymore since
the passage of the TCJA. The guidance
also is supposed to help tax-exempt
organizations figure out how the now
nondeductible parking expenses can
increase unrelated business taxable
income (UBTI).

Sara Wunete

Our firm held a silent auction
on Sunday June 10, 2018, 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 $1,000 for
the Scholarship Fund.
A special thank you to
Tina Megofna for organizing
the auction.
The Bormel, Grice & Huyett
Business Scholarship Fund was
established in 1999, through
generous contributions from
our staff, families, friends and

One of the main parts of the guidance
is a special rule that allows many
employers to retroactively reduce the
amount of their nondeductible parking
expenses. Under this rule, employers
will have until March 31, 2019, to
change their parking arrangements
to reduce or eliminate the number
of parking spots they reserve for their
employees. By making this change,
many churches, schools, hospitals a
nd other tax-exempt organizations
may be able to reduce their
associated UBTI.

In some cases, an organization can
avoid having to file a Form 990-T
“Exempt Organization Business
Income Tax Return,” altogether.
Any changes made in parking
arrangements will apply retroactively
to January 1, 2018.
Nonprofits were not overly impressed
with the new guidance and are hoping
for a full repeal of the provision in the
Tax Cuts and Jobs Act. ■

The guidance allows tax-exempt
employers to use any reasonable
method for 2018 to determine the
increase in UBTI or the amount of
nondeductible expenses. The guidance
also provides a safe harbor method
that should minimize the burden on
affected employers.

Matthew Gabriel Zuiderhoff

the community. The funds are
maintained and administered
by the Baltimore Washington
Corridor Chamber Foundation.
Our firm has awarded an
annual scholarship to 29 high
school students over the years,
who are pursuing a business
related degree in college.
We congratulate our annual
scholarship recipients!

Congratulations to
Sara Wunete and
Matthew Gabriel
Zuiderhoff of Mt. Hebron High
School, the 2018 recipients
of the Bormel, Grice & Huyett
Business Scholarship Award!

Past area high schools that
these scholarships have been
awarded to include students
from River Hill, Laurel, Pallotti,
Reservoir, Hammond, Glenelg,
Atholton, Mt. Hebron and
Oakland Mills High Schools.

Our best wishes for future success to the Class of 2018!

Tax Due Date Calendar
January 15
• Final installment of 2018 estimated
tax by individuals and trusts due
January 31
• Last day to paper or electronically
file W-2’s (and 1099-MISC reporting
amounts in box 7)
• Last day to receive W-2 forms and
most 1099 statements from your
employer, banker, broker, etc.
• Fourth quarter 2018 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 2019
February 28
• Paper file Forms 1098, 1099 (except
for amounts reported in box 7 of 1099MISC), W-2G

• 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 April 1, 2019

for calendar year C Corporations to
file Form 7004, an automatic
six-month extension of time, for 2018
tax returns plus payment of any 2018
tax liability due

March 15
• S Corporation and Partnership
income tax returns for calendar year
2018 due

• 2019 Maryland personal property
tax returns due

• Last day for calendar year
S Corporations and Partnerships to
file Form 7004, an automatic 6-month
extension of time, for 2018 income
tax returns

• Gift tax returns (Form 709) and
payment of any gift tax due for 2018.
If your income tax return is extended,
the Gift tax return will automatically be
extended for six-months, or otherwise
File Form 8892

April 15
• Individual income tax returns or
Form 4868 (automatic six-month
extension) plus payment of any 2018
tax liability due
• First quarter individual estimated tax
payments due for 2019
• C Corporation income tax returns
for calendar year 2018 due or last day
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• Calendar year fiduciary income tax
returns and requests for 5½-month
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• First installment for corporation
estimated income tax due for 2019
• FinCEN 114 is due
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AT 301-953-3259
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Upcoming Changes to Non-Profit Financial Reporting
The last major change to non-profit financial reporting occurred over a decade ago. In August 2016, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. ASU No. 2016-14 represents several significant changes
to non-profit financial reporting. The changes reflected in ASU No. 2016-14 are effective for annual financial statements issued for fiscal years beginning after December
15, 2017 (for example, years ending December 31, 2018 and June 30, 2019). As the reporting season for 2018 financial statements begins in a little over a month,
generally there are three key areas that those involved in non-profit financial reporting should be focused on in adopting ASU No. 2016-14: new net asset classes,
expense reporting, and liquidity and availability of resources.
Net Assets Classes
Those familiar with non-profit
accounting may have used one or all of
the following three terms for describing
net assets: unrestricted, temporary
restricted or permanently restricted.
To simplify these three somewhat
confusing terms, there are now just
two classifications of net assets: those
“with” and those “without”
donor restrictions.
There is also a new requirement that
all board-designated funds be disclosed
with their amounts and their purposes.
This can be done on the face of the
statement of financial position
(balance sheet) or in the financial
statement notes.

Expense Reporting
A number of non-profit organizations
already allocate expenses functionally
on the IRS Form 990 under the
categories of program service,
management and general, and
fundraising activities. Some nonprofits already present a schedule of
“functional expenses” in their financial
statements as well. Now, all non-profits
will have to show expenses both by
function and by nature and provide an
analysis of expenses by function (that
is, program service, management &
general and fundraising) and natural
classification (that is, salaries, rent,
consultants, etc.). This can be achieved
either on the statement of activities
(income statement), in the statement of
functional expenses or in the notes.

Liquidity Disclosures
This change is probably the most
challenging. There are two new
requirements. The first requirement is to
disclose how the non-profit manages
its liquidity—that is, describe what the
non-profit plans to do to make sure
it has the money in place to cover its
expenses for the upcoming year (cash
reserve, line of credit, etc.). The second
requirement is to show the actual
amount of financial assets available
for expenditures within one year of the
statement of financial position (balance
sheet) date. This change is to show
the reader of the financial statements,
if there are liquidity issues. Does the
non-profit have the ability to pay its
operating expenses and are certain
funds earmarked for other uses?

ASU No. 2016-14, Presentation of
Financial Statements of Not-for-Profit
Entities also involves other changes
related to the reporting of the
statement of cash flows, investment
return, and classification and disclosure
of underwater endowment funds.
It’s beyond the scope of this article to
discuss these changes. We at Bormel,
Grice & Huyett, P.A. would be happy to
discuss any aspect of ASU No. 2016-14
with you and how the update will
change the annual reporting of your
non-profit organization.

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, Kathy Grice, Marlene Collins, Barry Fields, Jacob Thompson , Mike Myers,
Bette Anne Sanders and Steve Hartong.

The 2018 Top 100
Accounting Firms to Work For
The annual list of “Best Accounting
Firms to Work for” was created by
Accounting Today Magazine and
Best Companies Group.
Founded in 1968 and celebrating
50 years of service, Bormel, Grice &
Huyett, P.A. is one of the Baltimore
Washington corridor’s premier
ADP representatives presenting plaque
accounting firms, providing the
to BGH partners.
highest quality accounting, tax,
The Certified Public Accounting firm audit, financial, business, and
of Bormel, Grice & Huyett, P.A. professional services to both
was named one of the 2018 Best individual and organizations.
Accounting Firms to Work For.

The firm provides industry
expertise in a number of areas
such as not-for-profits, real estate,
construction, and professional
service providers.
We are extremely proud of our
talented staff that continually
makes client service their
top priority. Our staff is also
very involved in numerous civic
and business organizations
throughout the BaltimoreWashington corridor. ■

BGH Day!
The City of Laurel and Prince
George’s County designated
June 7, 2018 as Bormel, Grice
& Huyett Day. The firm also
received recognition and
citations from the State of
Maryland and Howard County
Council. We would like to extend
our sincere thanks to all of our
staff, clients and friends for
helping us to reach the 50 year
milestone! We are excited to see
what the future holds for BGH!

BGH NEWS
The 2018 BGH Staff Awards were presented to the following very deserving staff members:

Certificate of Appreciation –
Laura Quinn (Left)

Thumbs Up –
Ron Rendle

Superstar –
Becky Jefferson (Right)

BGH welcomed new team member
Nohaa Aqeel to our accounting
department. She is a graduate of
University of Maryland Baltimore
County. Nohaa currently resides in
Ellicott City, MD.

Longevity At our Firm
The following staff members are
celebrating special anniversaries with
BGH in 2018.
From Left to Right

Sadia Syed 5 years
Ray Plummer 15 years
Marlene Collins 30 years
Brenda Cummings 30 years
Bette Anne Sanders 30 years
Kathy Grice 35 years
Anna Huyett 35 years
Larry Bormel 40 years

Happy Holidays
and a Prosperous
New Year!
From our family to yours —
the Partners and Staff of
BORMEL, GRICE & HUYETT, P.A.

