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Happy 4th of July!

In March, Congress passed the Patient 
Protection and Affordable Care Act, 
and then quickly amended several 
provisions with the Health Care and 
Education Reconciliation Act of 2010. 
This legislation is aimed at reforming
the health care system, focusing on
insurance coverage. The Internal 
Revenue Code has been revised to 
accommodate these changes.

Americans continue to ponder how 
these changes will affect their health, 
their jobs, and their finances, as well 
as the overall economic landscape for 
years to come. The key changes that 
have a direct tax effect on individuals 
and businesses are as follows:

Individuals

The legislation attempts to increase 
affordability of health insurance premi-
ums and encourage people to obtain 
or maintain health coverage in lieu of 
facing a penalty. 

• Premium Assistance Credit.
Starting in 2014, eligible individuals 
can receive a refundable credit for a 
portion of premiums paid for health 

insurance purchased through a State 
Benefit Exchange. These individuals 
have incomes between 100% and 
400% of the Federal Poverty Income 
Guideline and do not receive cover-
age through their employer or their 
spouse’s employer.

The limit on health care premium costs 
that these individuals are responsible
for will range from a minimum of 2%
of income for household incomes that
are 100% of the Federal Poverty Income
Guideline to a maximum of 9.5% for 
household incomes that are 400% of 
the Federal Poverty Income Guideline, 
depending on family size. The State 
Exchange may calculate the credit 
based on information received at 
enrollment, charge the enrollee the 
net amount, and charge the Treasury 
Department for the remaining pre-
mium. Alternately, individuals may 
pay the entire premium and claim a 
refundable credit on their tax return.

For example, joint filers with two 
dependent children have an income 
in 2012 of $24,000 and the Federal 
Poverty Income Guideline is $24,000 
for a family of four for 2014. The 

family is insured through a State 
Exchange and pays $3,000 in pre-
miums for 2014. The premium credit 
for 2014 is calculated at $3,000 less 
$480 ($24,000 x 2%): $2,520.

• Uninsured Individuals. Taking 
full effect in 2016, after a two-year 
phase-in, taxpayers will be required 
to pay a penalty for failing to maintain
minimum health insurance coverage.
The penalty will be calculated at the
greater of 2.5% of the amount by
which the taxpayer’s household 
income exceeds the threshold amount 
of income required for income tax 
return filing or $695 per adult in the 
household.

For example, for joint filers who have a 
household income in 2016 of $35,000 
and the threshold amount of income 
required for income tax return filing 
is $19,000, the penalty is $1,390, 
which is the greater of $400: $16,000 
($35,000-$19,000) x 2.5% or $1,390 
($695 x 2).

Per the phase-in, for 2014, the penalty 
will be the greater of 1% of house-
hold income over the filing threshold 

or $95. For 2015, these limits increase 
to 2% or $325.

Other changes that will affect 
individuals: 

• Dependent coverage. Effective 
immediately, parents can carry their 
adult children on their health insurance 
policy up to age 26. For the purpose
of this provision only, these children 
are considered to be dependents, 
and employer-paid health insurance 
premiums therefore do not have to 
be included as income, like other 
employer-provided health premiums. 

• Change in itemized deduction 
for medical care. Starting in 2013,
the threshold for the itemized deduction
for unreimbursed medical expenses 
rises to 10% of AGI from the previous 
7.5%. An exception to this provision is 
that for taxpayers who turn 65 before 
the end of the tax years 2013 to 2016, 
the 7.5% threshold will still apply for 
those years. 

• Additional hospital insurance
and Medicare taxes. Starting in 
2013, the hospital insurance tax,
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This year’s recipients of the Bormel, Grice & Huyett Scholarship are Andy Wang,
Lisa Dunn, and Kirsten Grauso from River Hill High School. Larry P. Bormel, 
CPA, presented the scholarship awards at the Senior Awards Ceremony on 
May 28. The award is sponsored by the Baltimore Washington Corridor 
Chamber Foundation in conjunction with Bormel, Grice & Huyett, P.A., 
and is presented annually to area high school seniors for scholastic achieve-
ment and interest in pursuing a business curriculum in college.  ■

From left to right: Larry Bormel, Andy Wang, Lisa Dunn, and Kirsten Grauso

Bormel, Grice & Huyett 
Business Scholarship Awarded
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If you have a retirement plan, things 
are changing fast. Almost all retire-
ment plan annual information returns 
must be filed electronically this 
year, with an online signing ceremony 
featuring the preparer and signing 
officer. Nonprofit organizations with 
retirement plans covering at least 
100 current and former employees 
will begin requiring annual audits. 
The Internal Revenue Service is send-
ing out questionnaires to 401(k) 
plans that are expected to trig-
ger Department of Labor (DOL) 
audits or other enforcement actions. 

Efile Registration

This year, Form 5500, Annual Return/
Report of Employee Benefit Plan, 
is required to be electronically filed 
with the Department of Labor (DOL) 
on or before August 2, 2010, but 
there’s a catch. In order for you, as 
the employer, to sign the electroni-
cally filed return, you are required to 
register online with DOL as a Filing 
Signer. The process to register only 
takes five minutes. Once you have 
registered, you will be sent a PIN 
number, which must be entered in 
the return at the time of signing. 

The next step is the actual electronic 
signature process, which must take 
place with the officer who signs the 
return logged on simultaneously with 
the professional who prepared the 

return. This can be done in person 
at the office of your accountant or 
your third-party administrator, or via 
the internet in a “virtual meeting,” 
using conferencing software such as 
GoToMeetingTM. The reason for the 
somewhat complicated process is for 
DOL to ensure that the business owner 
signing the return has the opportunity 
to review and take responsibility for  
the information reported on the Form 
5500. During the process, you will be 
asked to certify that you have 
reviewed the information in the return 
and that it is complete and accurate. 

If you have filed a paper return in the 
past, you will no longer be able to do 
so, unless you have a one-participant 
plan (you are a sole proprietor with no 
employees) and meet certain criteria.

To register, go to:
https://www.efast.dol.gov/ 

This should produce an email with a 
PIN number. Once you have registered, 
you will be instructed to print and retain 
a copy of the registration, including 
your user ID and password, and keep 
them in a safe place, as you would 
with other confidential documents.

Nonprofit 403(b) Benefit Plan 
Audit Requirement

If you are employed by a not-for-profit 
organization that has a retirement 
plan, that plan may now be required 

to have an annual audit performed 
by a CPA, which must be submitted 
with Form 5500, due August 2, 2010. 
These audits have been required for 
most large benefit plans since 1974 
by the Employee Retirement Income 
Security Act (ERISA), and effective 
for 2009 returns, plans sponsored by 
nonprofit organizations must do so 
as well. The purpose of the audits, 
which are filed with the Department 
of Labor, Employee Benefits Security 
Administration (EBSA), is to ensure 
that plans are operating according to 
plan provisions and the law, to protect 
the assets of retirees.

The threshold for the audit requirement 
is 100 participants measured at the  
end of the year. This includes both 
current employees who are eligible to 
participate in the plan and former 
employees who have terminated 
employment, yet have left their invest-
ments in the plan.

Could your plan require an audit this 
year? Contact our office and let’s  
discuss it.

401(k) Plan Questionnaire

According to the IRS, during the 
week of May 17, the IRS Employee 
Plans Compliance Unit (EPCU) sent 
out a letter and instructions to 1,200 
employers sponsoring 401(k) plans 
asking them to complete the 401(k) 
Compliance Check Questionnaire. 

The information gathered from the 
questionnaire will provide a compre-
hensive view of 401(k) plans and will 
help the IRS maximize its resources 
for education, outreach, guidance, 
and enforcement efforts. 

The EPCU will use a secure website 
to collect responses on the following 
topics:

	 •	 Demographics

	 •	 Participation

	 •	 Employer	and	employee	 
  contributions

	 •	 Top-heavy	and	 
  nondiscrimination testing

	 •	 Distributions	and	plan	loans

	 •	 Other	plan	operations

	 •	 Automatic	contribution	 
  arrangements

	 •	 Designated	Roth	features

	 •	 IRS	voluntary	compliance	and	 
  correction programs

	 •	 Plan	administration

Failure to respond or provide complete 
information will result in further action 
or examination (audit) of the plan.

The questionnaire encompasses three 
years of plan operations, from 2006 
through 2008. The questions are 
aimed at creating a detailed picture of 

Major Retirement Plan Changes 
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which is currently 1.45% of covered 
wages, will increase to 2.35% for 
wages above $250,000 for joint filers 
($200,000 for single filers). There 
will also be a new Medicare tax of 
3.8% imposed on investment income  
including interest, dividends, rents,  
royalties, annuities, etc. of taxpayers 
with incomes above $250,000 for 
joint filers and $200,000 for singles.

• HSAs and FSAs. Starting in 2013, 
the maximum amount available for 
reimbursement under a Health Flexible 
Spending Account may not exceed 
$2,500 for the plan year. In addition, 
starting in 2011, over-the-counter 
medications will no longer be reim-
bursable from health reimbursement 
arrangements. 

Businesses

• Small Employers. The legisla-
tion attempts to increase the levels of 
health insurance coverage provided by 
employers through a Small Business 
Tax Credit. This sliding scale tax credit 
will be available to employers who 
offer employer-paid health insurance 
to 25 or fewer employees with annual 
wages of less than $50,000. To be 
eligible, the employer must contribute 
at least 50% of the total nonelective 
premium cost to receive a tax credit of 
up to 50% of their contribution. This 
credit takes full effect in 2014 and 
will be indexed for inflation. In 2010 
through 2013, the phase-in years, a 
maximum credit of 35% of the pre-
mium may be taken.

Employers with 10 or fewer employees 
and average wages of less than 
$25,000 will be eligible for 100% of 
the credit. The credit will be reduced 
for the number of employees over 10 
and average wages over $25,000.

• Large Employers. The legisla-
tion imposes penalties on “applicable  
large employers” for not providing 
health coverage at prescr ibed  
levels under Internal Revenue Code  
Section 4980H. An “applicable large 
employer” is defined for this purpose 
as an employer with an average of 
at least 50 full-time employees  
during the preceding calendar year. 
This penalty will be an excise tax 
charged on a monthly basis, cal-
culated at $166.67 ($2,000 per 
year) for each full-time employee  

beyond the first 30 employees who 
purchase health insurance through a 
State Exchange and receive a cost-
sharing reduction or tax credit because 
the employer:

	 •	 Does	not	offer	health	insurance		
  to all full-time employees, or

	 •		Offers	minimum	coverage	that	 
  is unaffordable, or

	 •		Offers	minimum	coverage	where		
  the plan pays less than 60%  
  of costs.

• Report ing Requirements. 
Starting with tax year 2011, employers 
are required to disclose the value of 
the benefit provided by the employer 
for each employee’s health insurance 
coverage on the annual W-2 issued to 
the employee.  ■

continued on next page



Major Retirement 
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every aspect of the plan. Once the IRS 
gathers the data, it will be clear from 
the responses if there are any errors in 
previously filed 5500s, or any errors in 
the operation of the plan.

Benefit plan administrators are recom-
mending that questionnaire recipients
contact them immediately for a thor-
ough review of the plan, in order to 
correct any issues prior to filing the 
questionnaire. The voluntary correc-
tion programs offered by DOL are 
much preferable to a future audit 
and significant penalties that may be 

imposed. If you receive a copy of the 
questionnaire, please contact us. 

Other Changes

For smaller plans, there is a new Form 
5500-SF (short form). This replaces
the Form 5500 for certain small plans 
and for 403(b) plans that do not 
require an audit. Form 5500-EZ will 
only be available for one-participant 
plans, which cover sole proprietors 
and their spouses, or partners in small 
partnerships and their spouses. It is 
the only retirement plan form that can 
still be filed on paper.  ■

Required Disclosure of 
Foreign Financial Accounts 
The disclosure of Foreign Bank and 
Financial Accounts (FBFA) was estab-
lished under the authority provided in 
the Bank Secrecy Act. The purpose of 
the disclosure is to assist investigators 
in intelligence and counterintelligence 
activities and to facilitate the identi-
fication of illicit funds or unreported 
income. The disclosure is reported 
annually on form TD F 90-22.1 and is 
due June 30 of each year. 

A person is considered to have authority
over an account if that person can 
control the disposition of money or 
other property in the account. A per-
son having signature authority or 
Power of Attorney over an account 
could be considered to have authority 
over an account.

Foreign financial accounts must be 
disclosed if the following two condi-
tions are met: 1) the aggregate value 
of these accounts exceeds $10,000 at 

any time during the year, and 2) the 
account is in a foreign country.

A U.S. person for the purpose of FBFA 
disclosure is an individual, a corpora-
tion, a partnership, or a trust. In addition,
a U.S. person that owns 50% or more 
of a partnership or trust that has a 
Foreign Financial Account may have a 
reporting responsibility.

The term financial account includes 
any bank securities, derivatives or 
other financial instrument accounts. 
The term also includes commingled 
funds and mutual funds. The term does 
not include individual bonds, notes,  
or stock certificates. Penalties for 
failure to file the required disclosure
are substantial. The non-willful viola-
tion can be up to $10,000 for each 
negligent violation. Please contact 
your BGH representative if you have 
any questions.  ■

At Bormel, Grice & Huyett, P.A., we are
committed to achieving the highest
quality and most efficient audits pos-
sible with our specialized team of 
auditors. We have over 14 years of 
experience in performing employee 
benefit plan audits and we presently 
audit the plans of public and private 
companies.

To further demonstrate our commit-
ment to achieving the highest quality 
audits possible, we have joined the 
AICPA's Employee Benefit Plan Audit 
Quality Center and have named 
Katherine A. Grice, CPA as our firm's 
designated partner in charge of 
ensuring the quality of our employee 
benefit plan services.

The AICPA’s Employee Benefit Plan 
Audit Quality Center is a national 
community of CPA firms that dem-
onstrate a commitment to employee 
benefit plan audit quality and is 
designed to raise awareness about 
the importance of ERISA audits. Our 
membership in the AICPA Employee 
Benefit Plan Audit Quality Center 
enables us to gain access to a wealth 
of comprehensive resources.

In addition, as a member of the  
Employee Benefit Plan Audit Quality 
Center, we are committed to adhering
to the highest quality standards by 
voluntarily agreeing to the Center  
membership requirements, which 

include establishing quality control 
programs, performing annual internal
inspection procedures, and making
our peer review report findings pub-
licly available.

Our team of employee benefit 
plan auditors stays current in this 
highly technical practice area by 
attending the annual AICPA National 
Conference on Employee Benefit 
Plans and other relevant seminars, 
by reviewing monthly publications 
from various employee benefit plan 
professional organizations, and 
staying abreast of current issues 
raised by the Employee Benefits 
Security Administration and Internal 
Revenue Service.

For more information about our 
employee benefit plan auditing
services, visit our website at 
www.bormel-grice.com, or contact 
our office.  ■

Bormel, Grice & Huyett, P.A.
Committed to Quality

Tax Due Date Calendar
AUGUST 2 

   Second quarter 2010  
       payroll tax returns due.

          Due date for 2009  
 Annual Return/Report of  
    Employee Benefi t Plan (Form 5500). 

SEPTEMBER 15
Payment of third installment of 2010 
estimated tax by individuals, trusts, 
and estates. 

Payment of third installment of 
2010 estimated tax by calendar-year 
corporations.

Last day for fi ling 2009 Form 1065 
for partnerships that obtained an 
automatic fi ve-month fi ling extension.

Last day for fi ling 2009 Form 1041 
for trusts that obtained an automatic 
fi ve-month fi ling extension.

Last day for fi ling 2009 income tax 
return by calendar-year corporations 
that obtained an automatic six-month 
fi ling extension.

OCTOBER 15 
Last day for fi ling 2009 individual 
income tax returns for those who 
obtained an automatic six-month 
fi ling extension.

Last day for fi ling 2009 Annual 
Return/Report of Employee Benefi t 
Plan (Form 5500) for those who 
obtained a two-and-one-half- 
month fi ling extension. 



Client Profile:
Bormel, Grice & Huyett, P.A. is proud to feature our client, Arena Stage. 

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, Anna Huyett, Marlene Collins, Donna Peirce, Brenda Cummings, 
Debbie Zell, Catherine Newman, and David Young.

 BGH NEWS
Our firm held a silent auction on June 
5, with 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 $1,100 for the Scholar- 
ship Fund. A special thank you to Tina 
Megofna for organizing the event. 

Ron Rendle recently became a member 
of the Laurel Lions Club. The Lions Club 
is a group of volunteers serving their 
community, meeting humanitarian 
needs, encouraging peace, and pro-
moting international understanding.

As a member, you become aware of 
the needs of your community and have 
the advantage to effectively make 
a difference. The Club also provides 
volunteers with project management 
assistance, leadership training, per-
sonal development opportunities, and 
organized fundraising programs. 

Donna Peirce participated in the 
American Cancer Society Relay for 
Life on June 18-19. The two-day event 
was held at Western Regional Park in 
Howard County, Maryland. The money 
raised goes toward finding a cure 
for cancer as well as funding many  
programs which support the needs of 
those dealing with cancer. 

Caitlin E. Grice is currently working as 
an intern with Bormel, Grice & Huyett, 
P.A. Caitlin is attending St. Mary’s 
College of Maryland and pursuing a 
Bachelor of Arts in Mathematics.

Edie B. Manney, CPA, is serving as 
Treasurer of “Friends of Nicole Bormel 
Miller,” candidate for Judge of the 
Howard County Orphan’s Court. 

Matthew Bormel, son of Larry and  
Barbara Bormel, graduated from the 
University of Maryland, with a Bachelor 

of Science degree in Accounting and 
Finance. 

Lauren Huyett, daughter of Anna 
and Patrick Huyett, recently gradu-
ated from the College of William and 
Mary, with a Bachelor of Arts degree 
in Hispanic Studies. 

Matthew Sanders, son of Bette 
Anne and Steve Sanders, gradu-
ated from Colorado State University, 
with a Bachelor of Science degree 
in Construction Management and a 
minor in Business Administration. 

Dr. Erin Quigley, daughter of Bruce 
and Susan Quigley, received a 
Doctor of Veterinary Medicine degree 
from The Ohio State University College 
of Veterinary Medicine and is now a 
licensed and practicing veterinarian. 

If you haven’t already done so,  
please visit our website at www.
bormel-grice.com. Through our web 
site, 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 
Associat ion of Certif ied Public 
Accountants, American Institute of 
Certified Public Accountants, Baltimore 
Washington Corr idor Chamber,  
State Department of Assessments 
and Taxation, Bloomberg Financial 
Services, and client websites. Your 
comments and feedback are welcome 
and appreciated.

Become a Fan of BGH on 
Facebook! Type in Bormel, 
Grice & Huyett and  
connect with us.

 
Arena Stage is a flagship American theater. Founded 
in 1950, it was one of the first nonprofit theaters in 
the U.S. and a pioneer of the regional theater move-
ment. It was the first regional theater to transfer a 
show to Broadway (The Great White Hope with James 
Earl Jones in 1967), the first the State Dept. invited to 
tour behind the Iron Curtain (in 1973), and the first 
to receive the Regional Theatre Tony Award (in 1976). 

The core purpose of Arena Stage is to explore what is 
passionate, exuberant, profound, deep, and danger-
ous in the American spirit, from charged dramas to 
robust musicals. At the center is art, with all other 
programs in concentric circles supporting that art.

During 11 seasons as Arena’s artistic director, Molly 
Smith has focused the repertory on American work, 
making Arena the largest theater in North America 
focusing on American voices and American artists. 

She has been a pas-
sionate leader in 
new play develop-
ment for 30 years, 
at Arena Stage and 
a t  Pe r seve rance 
Theatre in Alaska, 
which she founded 
and led for 19 years.

Managing Director 
Edgar Dobie pre-
viously served as 
executive director of  
Trinity Rep, president 
of Andrew Lloyd 
Webber ’s  Rea l l y 
Useful Company, and 

North American executive producer of Riverdream. 
His Broadway credits include Sunset Boulevard  
(Tony, Best Musical), Joseph and the Amazing 
Technicolor Dreamcoat, The Capeman, The Adventures 
of Tom Sawyer, The Pirate Queen, and 9 to 5.

After a major renovation of its Southwest DC  
facility, Arena Stage will return in October 2010 
to its new campus, the Mead Center for American 
Theater, securing the theater’s continuing legacy as 
a national leader. The center features state-of-the-
art technology, three remarkable theaters, a central-
ized lobby, easy access for people with disabilities, 
onsite dining, and an outdoor terrace overlooking 
the Waterfront and the Washington Monument.

“Arena Stage at the Mead Center for American 
Theater will be a leading center for the pro-
duction, presentation, development, and study 

of American theater,” states Artistic Director Molly 
Smith. “Our center will be a home for American Voices 
in the nation’s capital—a showcase of the broad range 
of work from the country’s leading and emerging 
artists; a birthplace for new American work; and a 
space to engage audiences in the history, breadth, and 
legacy of the American theater. We will be an educa-
tion and development center in addition to a theater.”

Designed by Bing Thom Architects (BTA), Arena 
Stage at the Mead Center for American Theater  
features a dramatic and sweeping cantilevered roof 
that is an architectural landmark for Southwest DC’s 
revitalized waterfront. The $125 million multipur-
pose campaign to build Arena Stage at the Mead 
Center for American Theater is one of the largest in 
the United States for a regional theater. Philanthropists 
Gilbert and Jaylee Mead gave the largest single 
gift ever to an American regional theater 
with their naming gift of $35 million. The Mead 
Center is 200,000 square feet in size, making it 
the largest regional theater in DC.  ■  
 

Arena Stage Mead Center at night


