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Bormel, Grice & Huyett  
Business Scholarship Award
This year’s recipients of the Bormel, Grice & Huyett Scholarship are Brian Shade and Tempitope 
Biobaku, both seniors from Mt. Hebron High School. Anna Huyett presented the awards at the 
Senior Awards Ceremony on May 24, 2013. The Scholarship 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 achievement and  
interest in pursuing a business curriculum in college.   ■

Anna Huyett presenting the BG&H Scholarship awards to Brian Shade (shown far left) and Tempitope 
Biobaku (shown immediate left).

2013 brings many income tax law 
changes. “Obamacare” continues to 
phase in, and Congress passed The 
American Taxpayer Relief Act of 2012 
in order to avert the so called “fiscal 
cliff.” This article will highlight what 
we consider the Top 10 tax items to 
note for 2013.

Individuals
#1. The Alternative Minimum Tax is 
permanently patched and various non-
refundable credits against AMT have 
been made permanent as well.

#2. There is a new 39.6% tax bracket 
for single taxpayers with taxable 
income above $400,000, and above 
$450,000 for married filing joint.

#3. Long term capital gains are now 
taxed at 20% for single taxpayers 
with taxable income above $400,000, 
and above $450,000 for married filing 
joint. For taxpayers below these 
thresholds, the 15% long term capital 
gain rate remains in effect. 

#4. There is a 3.8% Medicare surtax 
on net investment income. This is 
taxed on net investment income when 
modified adjusted gross income 
exceeds $200,000 for single taxpayers 

and $250,000 for married filing joint 
(this surtax also applies to trusts and 
estates). Net investment income includes 
capital gains, interest, dividends, 
annuities, royalties, passive rental 
income, and other passive activities. 

#5. There is an additional 0.9% 
Medicare surtax taxed as additional 
employee payroll taxes (Hospital 
Insurance). This tax is levied the same 
as an employees’ share of Medicare 
tax or the employees’ share of Medi-
care tax for self-employed individuals. 
The surtax applies when wages, 
compensation, and self-employment 
earnings exceeds $200,000 for single 
taxpayers and $250,000 for married 
filing joint.

#6. Phaseouts for personal exemp-
tions and itemized deductions in 
excess of 3% are back for single tax- 
payers with taxable income above 
$400,000 and above $450,000 for 
married filing joint. (These phase- 
outs had been repealed for the past 
few years) 

Businesses
#7. IRC Section 179, immediate 
expensing for purchases of new or  
used assets, is capped at $500,000. 

It is scheduled to revert to $25,000 
in 2014. This deduction applies to 
businesses with net profits and the 
expense is not allowed to create a 
business net loss. Unused deductions 
will carryforward but the carryforward 
will also be limited to $25,000 in 
2014 and later.

#8. 50% bonus depreciation for new 
assets is extended through 2013 (This 
applies to federal taxes only. In most 
states this deduction is not allowed). 
The extension applies to qualified 
leasehold improvements.

#9. 15 year straight-line deprecia-
tion for qualified leasehold improve-
ments, qualified restaurant property, 
and qualified retail improvements is 
extended through 2013. These items 
are normally depreciated straight-line 
over 39 years. 

Estates and Gifts
#10. The $5 million lifetime exclu-
sion for federal estate taxes has 
been made permanent and will 
be adjusted annually for infla-
tion ($5,120,000 for 2012 and 
$5,250,000 for 2013). The maximum 
federal rate on taxable estates is  
now 40% and the portability elec-

tion to add any unused estate/gift tax 
exclusion of a predeceased spouse 
has been made permanent. In addi-
tion, the annual gift tax exclusion 
was $13,000 for 2012, which will be 
$14,000 for 2013.

Tax credits for energy property 
#11. This item makes the list at #11 
since it’s not new or a change. This is 
a reminder that the 30% federal tax 
credit for residential renewable energy 
property continues to be available 
through December 31, 2016. This tax 
credit applies to solar electric property, 
solar water heating systems, geother-
mal, and fuel cells. For businesses, 
there are also tax credits available 
through December 31, 2016. They are 
30% credit for solar, fuel cells, and 
small wind turbines and a 10% credit 
for geothermal, microturbines, and 
combined heat and power.

The above items are a sample of the 
tax changes for 2013 and thereaf-
ter. Contact us for additional details 
regarding any of the tax changes and  
for tax planning ideas.  ■

Tax Update: Our Top 10 for 2013 

Happy, safe, and fun 4th of July and Summer!



The Patient Protection and Affordable 
Care Act and the Health Care and 
Education Reconciliation Act of 
2010 were signed into law in 
March, 2010. The laws were enact-
ed primarily to provide health care 
to millions of uninsured Americans. 
The provisions of the law are 
phased in over several years. Here 
is a breakdown of what you can 
expect over the next two years.

Individuals
Beginning in 2013, itemized deduc-
tions for medical expenses are 
deductible if they exceed 10% 
of adjusted gross income, up from 
7.5%, unless you are age 65 or 
over. Contributions to medical flex-
ible spending accounts are limited 
to $2,500 per year. The employee 
portion of Medicare tax increases 
by 0.9% over certain thresholds, 
discussed in more detail below. 
Employers must report the cost 
of health coverage benefits for
each employee on Forms W-2.

Beginning in 2014, all individuals 
must carry health insurance for them-
selves and their dependents or pay a 
tax, known as the shared responsibil-
ity payment. The payment is not more 
than $95 for 2014, $325 in 2015 
and $695 in 2016. Employers can-
not impose a waiting period greater 
than 90 days to enroll new employ-
ees in their group plan. Deductibles 
for health plans in the small group 
market are limited to $2,000 for indi-
viduals and $4,000 for families. For 
individuals who do not have access 
to an employer-provided plan, states 
may establish a basic health pro-
gram to provide coverage to those 
under 65, and falling between 1.3 
and 2 times the federal poverty level. 
Health insurers have also designed 
plans to cover individuals and families 
at varying combinations of premium 
cost vs. benefit. The requirement is to 
have essential benefits, which are 
defined as a basic health insurance 
plan, without extras such as vision 
or dental coverage. This can be 
achieved by having an employer 
policy, an individual policy, Medicare, 
Medicaid, Children’s Health Insurance 
Program (CHIP), certain types of 
Veterans’ coverage, TRICARE, Cobra,
or other retiree coverage. 

Small Employers 
A small employer is defined as having 
less than 50 full-time equivalent  
employees. The annual calculation 
will take total full-time employees, 
plus total part-time employees’ 
weekly hours, divided by 30 hours, 
to determine the number of full-
time equivalent employees.   

The annual dollar limits of health 
benefits are limited until 2014. 
Insurance providers are adjusting 
their policies and premiums accord-
ingly, so you may want to request 
a cost/benefit analysis of your cur-
rent group health plan. Employers 
must report health care costs for each 
employee on Forms W-2, excluding 
the value of medical flexible spending 
accounts. Additional documentation 
or procedures may be required to 
begin calculating this amount during 
the W-2 preparation period. 

Beginning in 2014, the health care 
tax credit is expected to increase to 
50% of the employer’s premium for 
employers with up to 10 full-time 
equivalent employees with average 
annual wages of $25,000, adjusted 
for cost of living increases. Employees 
working an average of 30 hours per 
week must be eligible to participate 
in group plans and must be added 
to the policy within 90 days. Lifetime 
dollar limits on essential benefits 
will expire, causing many plans to 
change their pricing structure. For 
employers with fewer than 100 
employees, states must establish an 
exchange to facilitate the purchase 
of qualified health plans. A Small 
Business Health Options Program 
(SHOP) should assist employers in 
obtaining group coverage, and a 
Consumer Operated and Oriented 
Plan (CO-OP) should facilitate the 
creation of not-for-profit, member-
run health insurance companies. 

Large Employers
A large employer is generally defined 
as having 50 or more full-time
equivalent employees.

Beginning in 2014, employers that 
do not offer affordable insurance but 
have 50 or more full-time equivalent 
employees must pay the ”free rider” 
fee of $2,000 per full-time employee 
exceeding 30, if one or more full-
t ime employees are rece iv ing 
the individual premium tax credit  for  

purchasing individual coverage on 
one of the new Affordable Insurance 
Exchanges. For employers that do  
offer insurance but have 50 or more 
full-time equivalent employees, and 
where one or more full-time employ-
ees are receiving the individual pre-
mium tax credit, the employer may be 
required to pay the “free rider” fee 
of the lesser of $2,000 per full-time 
employee exceeding 30, or $3,000 
per full-time employee receiving a 
premium credit. Employees eligible 
for the credit fall between 100% and 
400% of the federal poverty level, 
and would pay employer premiums 
between 2% and 9.5% of household 
income respectively, but deem this to 
be unaffordable and turn to the state
health insurance exchange instead. 

Additional Medicare Tax
The Additional Medicare Tax of 0.9% 
beginning in 2013 applies to wages, 
compensation and self-employment 
income above certain thresholds 
($200,000 Single/$250,000 MFJ).

Employers must withhold the tax on 
wages above $200,000, meaning 
that the withholding will begin once 
the employee passes that earnings 
amount. Until then, no additional tax 
will be withheld. The employer will 
determine the withholding amount 
once the employee’s wages exceed 
the annual threshold of $200,000. 
In situations where the wages from 
one employer are not the only income 
subject to the tax, an employee 
may request an increase in federal 
withholding to cover additional tax. 
This would occur when an individ-
ual has self-employment income, 
a second job, or a spouse’s wages 
are below the threshold alone, but 
when combined, would exceed the 
threshold. Self-employment income 
could come from a sole proprietor-
ship, a partnership, an LLC, or an  
S corporation. Additionally, quarterly 
estimated tax payments made be made
to cover the tax.

To calculate the tax on your income,
there are three steps: 
 
1) Calculate additional Medicare tax 
on any wages over the threshold for 
your filing status.

2) Reduce the threshold by the total 
amount of Medicare wages received, 
but not below zero.

3) Calculate additional Medicare tax 
on any self-employment income in 
excess of the reduced threshold. 

Net Investment Income Tax
The Net Investment Income Tax of 
3.8% beginning in 2013 is applied 
to div idends, interest , capita l 
gains, rents, royalties, non-quali-
fied annuities, and passive activity 
income from businesses. Individuals 
may be subject to the tax if their 
AGI is above certain thresholds.

Capital gains (after deducting capi-
tal losses) that are subject to the tax 
are gains from the sale of securities, 
capital gain distributions from mutu-
al funds, and gains from the sale of 
investment real estate, including the 
sale of a second home that is not a 
primary residence. Additionally, gain 
from the sale of a passive interest in a 
partnership or S corporation is subject 
to the tax. Rents and passive business 
income is taxable after deducting 
ordinary and necessary business 
expenses. Income not subject to 
the tax inc ludes wages, se l f - 
employment income, non-passive  
business operating income, and tax-
exempt interest. 

Estates and trusts are subject to 
the tax if they have undistributed 
net investment income and also 
have adjusted gross income over 
the dollar amount at which the 
highest tax bracket for an estate 
or trust begins for the taxable year. 
For 2013, the threshold is $12,000. 
Many trusts are not affected, for 
example grantor trusts, charitable 
and qualified retirement plan trusts. 

The tax is 3.8% of the lesser of 
either 1) net investment income or 
2) the excess of modified adjusted 
gross income (MAGI) over the 
threshold amount. The gain from 
the sale of a home that is excluded 
from income tax is also excluded 
from net investment income tax. 

Conclusion
Health care reform has many benefits 
for those who have not been insured, 
including owners and employees of 
many small businesses. Calculating 
the cost of the new law to individuals 
and businesses can be complicated, 
and some of the details are still being 
worked out. Please call us if you would
like our assistance.  ■

Health Care Reform – The Next Phase 



Why a Trust?
 Clients often ask why they would 
want a trust or if they should set up 
a trust. Since many types of trusts 
exist, with each designed for a specific 
purpose, the discussion usually begins 
with a brief description of what a 
trust is, and the various uses of differ-
ent trust types.

A trust is a separate legal entity, cre-
ated under state law, for the purpose 
of holding and managing assets for 
the benefit of another. As such, each 
trust has some type of legal organiz-
ing document that lays out the terms 

and parties under which the trust 
operates. The person who sets up 
and funds the trust is known as the 
grantor (or sometimes as the settlor). 
The grantor names people who will 
benefit from the trust, known as the 
beneficiaries. The grantor also names 
the trustee(s) in the trust document. 
The trustee is responsible for adminis-
tering the trust, managing the assets, 
and distributing the income and/or 
principal according to the terms of 
the trust. Depending on the type or 
purpose of the trust, the grantor may 
name himself, another person, an 
institution, or even a combination, to 
be trustees.

The goals of the grantor will not only 
determine the type of trust selected, 

but also what assets are used to fund 
the trust. Trusts may be used to pro-
vide future income to the grantor or 
others (such as a spouse, children, 
or other family members), protect or 
preserve the grantor’s assets, mini-
mize estate taxes and simplify estate 
settlement, or even provide benefits 
to charity.  If the goal is to produce an 
income stream, then funding may take 
the form of income producing assets 
such as securities. Or, if the goal is to 
provide cash to pay estate taxes and 
provide for family members follow-
ing the grantor’s death, the funding 

may take the form of life insurance 
policies. Accomplishing multiple goals 
may necessitate the need to establish 
multiple and different types of trusts.

A grantor may set up a trust during 
his or her lifetime, known as “inter-
vivos.” When a grantor establishes an 
inter-vivos trust that they may change, 
alter, amend, or revoke it is known 
as a revocable trust (also sometimes 
called a living trust). Property held 
in a revocable trust is not subject to 
the probate process that relates to 
assets transferred by will. This may 
often facilitate and simplify the 
transfer of assets according to the 
grantor’s wishes at his or her death. 
In addition, the trust and trust asset 
transfer remains private as opposed 

to the probated will which is public 
record. Utilizing a revocable trust may 
also assist in protecting and manag-
ing assets if the grantor becomes 
incapacitated. A main advantage of 
the revocable trust for many grantors 
is the continued ability to maintain 
control over the trust and trust assets 
during his or her lifetime. This may 
also be a significant disadvantage as 
assets in the revocable trust are not 
protected from creditors, income from 
trust assets is taxable to the grantor 
at their income tax rate, and trust 
assets are included in the grantor’s 
gross estate for estate tax purposes.

A grantor may also set up an irre-
vocable inter-vivos trust. While an 
irrevocable trust cannot be changed 
or revoked and the grantor no lon-
ger maintains control over the assets, 
it is often a very effective tool used 
to meet specific goals. Because of 
the restraints, special consideration 
should be given to both the trust 
structure and the assets funding the 
trust when establishing an irrevocable 
trust. Creating an irrevocable trust 
may also create a separate entity for 
income tax purposes and this may 
have a bearing on the assets trans-
ferred to the trust. In addition, trans-
ferring assets to an irrevocable trust 
may necessitate the grantor filing a 
gift tax return. On the positive side, 
assets held in an irrevocable trust, 
as well as their appreciation, are 
removed from the grantor’s estate for 
estate tax purposes. 

A trust that is established by will is 
known as “testamentary” and comes 
into existence after the grantor’s 
death and after the will has been pro-
bated. The trust’s governing document 
is the will and names the beneficiaries 
and trustees as well as the terms for 
managing the trust and distributing 
trust assets.

A trust is not the answer for everyone. 
There are legal fees associated with 
setting up the trust initially and other 
professional fees, taxes, and filing 
requirements associated with ongoing 
trust management. But for many, a 
trust either is an alternative to, or is in 
conjunction with, a will and provides 
the best solution for managing and 
protecting assets and accomplishing 
numerous goals whether they be pro-
viding income for current and future 
family members, providing income 
for favorite charities, or to distribute 
assets to the exact people and in the 
method desired. 

Please feel free to contact us if you 
would like to discuss how trusts may
be used to meet your goals.  ■    

Tax Due Date Calendar
 JULY 31 
   Second quarter 2013  
       payroll tax returns due.

          Due date for 2012 
                Annual Return/Report of 
      Employee Benefit Plan (Form 5500). 
 
SEPTEMBER 16
Payment of third installment of 2013 
estimated tax by individuals, trusts, 
and estates. 
 
 

Payment of third installment of 
2013 estimated tax by calendar-year 
corporations.

Last day for filing 2012 Form 1065  
for partnerships that obtained an 
automatic five-month filing extension.

Last day for filing 2012 Form 1041 for 
calendar-year estates and trusts that 
obtained an automatic five-month 
filing extension.

Last day for filing 2012 income tax 
return by calendar-year corporations 
that obtained an automatic six-month 
filing extension.

OCTOBER 15 
Last day for filing 2012 individual 
income tax returns for those who 
obtained an automatic six-month 
filing extension.

Last day for filing 2012 Annual  
Return/Report of Employee Benefit 
Plan (Form 5500) for those who 
obtained a two-and-one-half  
month filing extension. 

OCTOBER 31 
Third quarter 2013 payroll tax  
returns due.

DECEMBER 16 
Payment of last installment of 2013 
estimated tax by calendar-year 
corporations.

A trust is a separate legal entity, created under state 
law, for the purpose of holding and managing assets 
for the benefit of another. 



 BGH NEWS

Client Profile:
Bormel, Grice & Huyett, P.A. is proud to feature our client, Vermeer Mid Atlantic 

 
Vermeer Mid Atlantic’s founder and owner, John L. Vos, 
began his career with Vermeer Corp, a Pella, Iowa 
manufacturer in 1964. In the few years following, 
Vermeer began to set up a few dealers throughout 
the United States. They saw something special in 
John, and in 1969, at the young age of 23, sent him 
out to Maryland to set up his Vermeer dealership.
 
From an old gas station-like facility in Elkridge, 
MD, Vermeer Sales and Service got its start. With 
a little help from Vermeer, and a lot of hard work 
and determination, John found success and quickly 
became a top dealer for Vermeer Corp. To better 

serve its Virginia customers, 
they added a location in 
Ash land, VA. In  1985, 
Vermeer  Carol inas was 
acquired, and not long after, 
Vermeer Mid Atlantic was 
formed. Now with 8 loca-
t ions serving Maryland, 
Virginia, Delaware, and the 
Carolinas, VMA is a market 
share leader in many of the 
products it represents. 

Vermeer Corp, now a global 
company in its 65th year, 
manufactures equipment 
serving the underground 
utility construction industry, 
as well as environmental 

equipment such as brush chippers, stump cutters 
and larger wood grinders. Although Vermeer Mid 
Atlantic only represents its industrial line, Vermeer 
Corp also manufactures agriculture equipment such 
as round hay balers and other forage equipment.

The VMA customer base is comprised of a wide vari-
ety of contractors, utilities, municipalities and even 
the small owner operator. These customers rely on 
VMA to have the parts and service needed to keep 
its equipment running. With close to 100 employees, 
they do exactly that. Stocking parts in all 8 loca-
tions as well as having trained service technicians 

and knowledgeable parts personnel are key to their  
success. With over 40 sales and service vehicles, 
they provide service in the field where the custom-
ers often need it. 

In 2011, they formed US Used Inc. to help them 
speed the sale of their used equipment. By devel-
oping and aggressively promoting its website, 
USUsed.com, they are able to sell their used 
equipment across the globe. This strategy has  
proven successful in keeping the new and used 
equipment sales moving.

Sales and rentals are key to the ongoing success 
of VMA. Stocking plenty of equipment to meet the 
quick demand of the customer has always been a 
strength. But their biggest asset, without question, 
are their dedicated employees. Having an average 
tenure of 9 years per employee, it is obvious that 
both employees and the employer put great value 
on their commitment to each other. 
 
To learn more about Vermeer Mid Atlantic, Inc., 
visit www.vermeermidatlantic.com.  ■ 
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The following members of our firm have contributed to this edition: Larry Bormel, Kathy Grice, Marlene Collins, Bette Anne Sanders, Tina Megofna, Barry Fields,  
Catherine Newman, Susan Quigley, and Brenda Cummings.

Anna E.R. Huyett recently joined 
the Board of Directors of the Laurel 
Regional Hospital Foundation. Larry 
P. Bormel has retired from the Foundation 
Board after 15 years of service.

Larry P. Bormel has been elected to 
the Board of Directors of the Howard 
County Hospital Foundation.

Ron Rendle has been elected as the 
Treasurer of the Laurel Lions Club.

Congratulat ions to Sally and 
Rodger Johnson for the birth of 
their first grandchild, Sylvia Marie 
Smith.

 

Sadia Syed has joined our firm’s 
accounting and auditing department.  
Sadia is a graduate of the University 
of Maryland. Sadia and her husband  
currently reside in Burtonsville. 

Upcoming 2013 Sales Tax Holidays 

On August 11 thru 17, Maryland will 
hold their Annual Sales Tax Holiday for 
clothing and footwear with a cost of 
$100 or less.

On August 2 thru 4, Virginia will hold 
their Sales Tax Holiday for clothing 
with a cost of $100 or less and school 
supplies with a cost of $20 or less.

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 publica-
tions, 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.

VMA recently completed a new facility on their 
existing site in Annapolis Junction, Maryland, 
where they’ve been located since 1977.

Join us on BGH’s 
!

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


