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The past f ive years 
have seen a f lurry 
o f  changes  to  the 

tax code and regula-
tions, and 2005 has proven to be 
no exception. With provisions 
enacted in earlier tax laws set to 
expire, new measures effective  
for 2005 only, and other recent  
additions, it is more likely than  
ever that business and individual 
tax clients can benefit from year-end  
tax planning.

AMT
The alternative minimum tax 
(AMT) was designed to ensure that 
wealthy taxpayers were not able to 
escape taxation by exploiting deduc-
tions. However, AMT is not indexed 
for inflation, which means that it 
affects a growing number of tax-
payers every year. To make sure 
you don’t wind up paying AMT if 
you can avoid it, start by projecting 
your income for the rest of this year 
and next. You may need to consider 
shifting income and deductions 
into 2005, since the AMT disallows 
many deductions that are otherwise  
permitted.

Some of the items to consider 
regarding AMT are:

• State income and real  
 estate taxes

•  Home equity loans and other 
mortgage interest not incurred  
in buying, building, or improving  
your principal residence

•  Passive activities 

•  Incentive stock options – these 
may generate AMT income even 
when sold at a loss

•  Accelerated depreciation

• Other itemized deductions

•  Personal exemptions 

Retirement Planning
Most of us look forward to the day 
when we don’t have to go to work  
anymore, and the tax code contains 
a number of ways to help prepare. 
While you can still contribute to 
your IRA for 2005 after the new year, 
some other planning issues should 
not be put off. A few considerations:

•  Maximizing your contributions 
to your 401(k) or other qualified 
retirement plan

•  If you or your spouse is at least 
50, taking advantage of catch-up 
contribution limits

•  Conversions from traditional  
to Roth IRAs, or if your Roth  
IRA had substantial losses,  
a reconversion

•  Finding out if your employer 
has plans to offer the new Roth 
401(k) or 403(b) plan, and 
whether it is right for you

•  Making sure you plan distribu-
tions from retirement accounts 
correctly, particularly with early 
distributions and required mini-
mum distributions for those over 
age 70½ 

Equipment Purchases
Many business owners face the 
decision of whether to make equip-
ment purchases in the current year 
or delay them until another tax 
year. The Section 179 deduction for 
capital purchases that would other-
wise have to be depreciated stands 
at $105,000 for 2005 (rising to 
$108,000 in 2006).

New Manufacturing 
Deduction
Businesses should also not forget the 
Code Sec. 199 domestic production 
activities deduction, which applies 
to manufacturers and many busi-
nesses not normally considered to 
be in manufacturing. The deduc-
tion amounts to three percent of 
either taxable income derived from 
a qualified production activity or all 
taxable income, whichever is less.

Energy Act Opportunities
The Energy Tax Incentives Act of 
2005 provides a deduction available 
for the cost of energy-saving improve- 
ments to commercial buildings. The 
key effective date in that case is the 
“placed in service” date, which must 
be after December 31, 2005, to qual-
ify. The energy-efficient commercial 
building property must be installed 
as part of interior lighting systems, 
the heating, cooling, ventilation, or 
hot water systems, and must meet a 50 
percent energy-reduction standard.

Business Vehicles
To counter the effects of rising 
gasoline prices, the IRS increased 
the standard mileage rate for busi-
ness use of vehicles to $0.485 per 
mile, effective from September 1 to 
December 31, 2005. The standard 
mileage rate for business use prior 
to September 1 was $0.405 per mile. 
The IRS stated that it will delay 
announcement of the standard mile-
age rate for 2006 until December to 
better gauge the direction in which 
prices are moving. While the expens-
ing limitation for SUVs with a gross 
vehicle weight of 6,001-14,000 lbs. 
has been reduced from $100,000,  
it still allows up to $25,000 to be 

happy holidays and our best wishes for a prosperous new year 
from the partners and staff of bormel, grice & huyett, p.a.

continued on page 2

Year-end Tax Planning

2005



expensed. For 2006, smaller passen-
ger vehicle depreciation remains at 
$2,960 for the first year in service.

If your employee uses a business 
vehicle solely for business reasons 
or if your employee’s personal use of 
a company vehicle is minimal, then 
the value of the benefit need not be 
included in your employee’s gross 
income. However, if your employee is 
required to report the use of a com-
pany car as a taxable fringe benefit, 
then the value of the personal use 
is taxable to your employee as com-
pensation and is deductible by you 
as the employer.

There are a number of valuation 
methods that can be used to determine 
the value of this fringe benefit. In 
addition, there are multiple reporting 
requirements that must be closely 
followed. If you have any questions 
about the proper reporting of the 
personal use of business vehicles, 
please contact our office.

Roth 401(k) Plan
Beginning in 2006, employers who 
offer 401(k) plans for employee 
retirement savings will now have 
the opportunity to offer the so-called 
“Roth 401(k).” Also, employees will  

be able to contribute to their 401(k)  
plans up to $15,000 annually 
($20,000 for employees age 50  
and over).

Medical Savings Plan
The IRS and Treasury have announced 
the implementation of a 2 ½ month 
grace period for Flexible Spending 
Accounts (FSAs) for medical and 
dependent care. This grace period 
allows employees until March 15 
after the calendar year for which 
contributions have been made to use 
up those contributions.

Hurricane Relief
In response to the devastation 
caused by Hurricanes Katrina, Rita, 
and Wilma, Congress created several 
temporary tax benefits available to 
businesses outside the affected area. 
A major benefit was created with the 
waiver of the limitation on corporate 
charitable contributions. Normally 
restricted to 10 percent of taxable 
income for the tax year, corporate 
contributions are unlimited to the 
extent that they are made between 
August 28 and December 31, 2005.  ■

Year-end Tax Planning continued from the cover  

For 2006, the Social Security 
Administration has announced 
increases in the maximum amount 
of earnings subject to Social Security 
and self-employment taxes. The 
Social Security rates will remain at 
6.2% for employers and employees on 
earnings up to the new wage limit of 
$94,200 paid in 2006. The maximum 
withholding for Social Security will 
be $5,840.40. The Medicare rates will 
remain at 1.45% each for employ-
ers and employees; all earnings will  

continue to carry no ceiling on maxi-
mum taxable earnings.

IRS limits the amount employees can 
deposit to a 401(k) plan each year. A 
participant’s maximum pre-tax con-
tribution for 2006 will be $15,000 (an 
additional $5,000 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.

The new 2006 Maryland employer 
withholding guide was mailed in 
November 2005. The only county tax 
rate to change is St. Mary’s County 
from 3.05% to 3.00% for 2006. The 
combined state and local rate for St. 

Mary’s County will be 7.75%. Lottery 
winnings are now subject to with- 
holdings at a rate of 7.75% for 
Maryland residents or 6% for non-
residents. When a rollover distribu-
tion is subject to a mandatory federal  
withholding, the eligible rollover  
distribution of Maryland residents is 
now subject to a mandatory state with-
holding of 7.75%. Should you need 
assistance with these items, please feel 
free to call our office.  ■

Payroll Changes for 2006

Benefits For Your Business 
And Your Staff
Long-term care (LTC) involves treat-
ment of chronic conditions because 
of a physical or cognitive impairment 
requiring assistance with basic activi-
ties of daily living. LTC is expensive 
and is not covered by traditional 
health or disability insurance.

Forty percent of caregivers are cur-
rently employed. According to a  
survey by AARP, nearly 20% of sand- 
wich generation caregivers—those 
between ages 45 and 55, have cut back 
hours, even though they are in their 
prime earning years, and 27% help pay 
expenses for older family members. 

An Employer-sponsored LTC Insurance 
Plan can help protect you and your 
business. You can pay LTC insurance 
premiums for a select group of key 
employees and also offer it as a volun-
tary benefit for your staff.

What are the tax advantages to my 
business?

•  Under the Health Insurance 
Portability and Accountability  
Act of 1996, employer-paid LTC 
insurance premiums for  
C-Corporations are usually  
tax-deductible for the employer.

•  Employer-paid premiums are 
not considered as income to the 
employee.

•  Members of an LLC, partners in a 
partnership, and more than 2%  
S-Corporation shareholders may  
be considered “self-employed.”  
Self-employed individuals can 
deduct the eligible LTC premiums 
for themselves and spouses based 
upon age. If the entity pays the  
premium, the member must 
include the payment of premiums 
in his gross income, but can deduct 
a portion of the eligible premium.

LTC insurance can protect you person-
ally, as well as your business, and also 
help you retain key employees with tax 
advantages. In addition, you can offer 
it as a voluntary benefit to employ-
ees without incurring expense to your 
business. Contact your Bormel, Grice 
& Huyett representative to further  
discuss the benefits and cost of long-
term care insurance and when it is 
appropriate for you to consider.  ■

Long-term Care Insurance



Tax Due Date Calendar
JANUARY 17 
Final installment of 2005 estimated 
tax by individuals and trusts due. 

JANUARY 31
Last day to receive W-2 and 1099 
information statements from your 
employer, bank, broker, etc. 
 
Fourth quarter 2005 payroll tax 
returns due.

Annual federal unemployment 
returns due.

Individuals who owed, but did not 
pay, estimated tax on January 17th 
could file a final 2005 income tax 
return and pay the tax in full to 
avoid late payment penalty. 

FEBRUARY 15 
Last day for filing Form W-4 by 
employees who wish to claim  
exemption from withholding of 
income tax for 2006. 

FEBRUARY 28 
Annual 1099 series returns and  
Form 1096 must be filed with the 
IRS to report payments to recipients 
who received Form 1099 on January 
31st, as indicated above.  

Form W-2 (copy A) for 2005 along 
with Form W-3 to be filed with the 
Social Security Administration.

Form W-2G (copy A) and Form 1099-
R (copy A) for 2005 along with Form 
1096 are to be filed with IRS.

PLEASE NOTE:  If Forms 1099  
or W-2G are filed electronically, 
the due date for filing them 
with the IRS will be extended  
to March 31st.

MARCH 15 
Corporate income tax returns for 
calendar year 2005 due.

Last day for filing Form 7004 by 
calendar year corporations for an 
automatic six-month extension to  
file 2005 income tax returns. 
 
APRIL 17 
Individual tax returns, or extension 
requests, and final payment of 2005 
taxes are due. 
 

First quarter individual estimated  
tax payments due for 2006.
 
Gift tax returns and payment of  
any gift tax for 2005 due. 

Last day for making 2005 IRA 
contributions.

Partnership returns for 2005 due.

Fiduciary income tax returns for 
calendar year 2005 due.

MAY 1 
First quarter 2006 payroll tax  
returns due. 
 

BG&H Successfully Completes Peer Review
Bormel, Grice & Huyett, P.A. success-
fully completed its most recent peer 
review in July 2005. Our firm has 
been a participant of the CPA peer 
review program since 1990. At that 
time the process was voluntary for 
our firm and it was called a qual-
ity review. The State Board of Public 
Accountancy in Maryland successfully 
lobbied for legislation in Maryland, 
which requires all licensed CPA firms 
that perform accounting or audit-
ing services in Maryland to undergo 
a tri-annual peer review. Certified 
Public Accountants have three years 
in Maryland to become compliant 
with the new law that became effec-
tive as of October 1, 2005.

You may ask what is a peer review, 
and how does it work? This is a 
process in which our firm’s work is 
reviewed every three years by another 
qualified firm to ensure that we are 
following correct policies and proce-
dures set by industry standards. It is 
a system set up by the members of the 
American Institute of Certified Public 
Accountants to maintain high quality 
in the performance of accounting and 
auditing engagements.

The process involves our firm choosing 
another accounting firm with a prac-
tice similar to ours to perform the 
peer review. They then select and send 

a team to our office to perform 
fieldwork. The team spends several 
days reviewing our workpapers and 
financial statements we have issued, 
interviewing our staff, and investi-
gating all facets of our practice. The 
period they review is normally one 
year. Upon conclusion of the field-
work they then issue a report based 
on their findings.

Our firm has received an unqualified 
opinion for our peer review reports 
since 1990. Our staff has consistently 
worked hard to achieve high standards 
to assist the firm in maintaining the 
levels necessary for us to receive a clean 

opinion. Our most recent peer review 
was completed on July 21, 2005. Once 
again we received a clean opinion 
indicating that we maintain the  
highest quality of work in all aspects 
of accounting and auditing services.

Our compliments to the entire staff  
of Bormel, Grice & Huyett, P.A. for 
making quality of work and client 
service our primary objective!  ■

Thank you to the entire staff for supporting the Susan G. Komen Breast 
Cancer Foundation for the fifth year in a row. The firm raised funds for the 
Foundation during Lee National Denim Day in October. Our appreciation 
to Barbara Bormel for organizing this event.

 



Bormel, Grice & Huyett, P.A. has recently under-
gone its tri-annual Peer Review examination. Once 
again, as in prior years, our firm received a report 
indicating that we maintain the highest quality 
of work in all aspects of accounting and auditing 
services. Congratulations to our staff for being rec-
ognized for their outstanding work.

We are pleased to announce that Michael E. 
Wallman, CPA, has joined the firm’s tax depart-
ment. Michael graduated with a B.S. in Accounting 
from the University of Maryland College Park,  
and he is a graduate of the University of Baltimore 
with a Masters in Taxation. He has over 28 years 
of private and public accounting experience  
in Maryland.

We would also like to welcome James Lacewell 
to our firm’s auditing department. James gradu-
ated with a B.S. in Accounting from the University 
of Maryland and has over four years of public 
accounting experience. 

The following awards were recently presented at 
our annual firm retreat:

Award of Excellence – Catherine Newman

Thumbs-Up Award – John Watkins

Certificate of Appreciation – Sally Johnson

Larry P. Bormel has been re-elected President 
of the Laurel Regional Hospital Foundation 
Board of Directors. The Foundation recently 
held its annual fundraiser, “The Super Bowl of 
Galas.” Pictured below is Larry with the honorary 
Gala Chairmen, Raven’s Brad Jackson (left) and 
Redskin’s Larry Brown (right).   

The annual meeting of the MACPA (Maryland 
Association of Certified Public Accountants) 
included recognition for the MACPA’s volunteers. 
The Peer Review Committee was honored for its 
work and dedication. Katherine Grice received  
an award for “Outstanding Service on MACPA’s 
Peer Review Committee.”

Kudos to Marlene Collins for being elected to 
the board of the Association of Accounting 
Administrators.

HATS OFF to our staff members who partici-
pated in the 2005 Howard County Recreation and 
Parks Basketball League. Our team, sponsored by 
Bormel, Grice & Huyett, P.A., won their divisional 
championship going 7-0. The BGH team mem-
bers included Ray Plummer, Brian Jordan, and 
David Young. Out of 14 teams, our team made it 
to the playoffs in the final four. Congratulations 
on a fantastic season! Photos of the team can be 
found on our website at www.bormel-grice.com. 

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 Certified 
Public Accountants, Baltimore-Washington Corridor 
Chamber, State Department of Assessments and 
Taxation, Bloomberg Financial Services, and  
client websites. Your comments and feedback are  
welcomed and appreciated.
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The BG&H 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, Anna Huyett, Katherine Grice, Donna Peirce, Brenda Cummings, Mike Myers, Bette Anne Sanders.

Client Profile:
Berman Enterprises … The Third Generation!

Over forty years ago, Melvin and Wolford Berman 
built the Laurel Shopping Center. They have  
constructed, owned, and operated numerous  
commercial and retail ventures in and around 
the Laurel, MD area.

Melvin’s son Dennis Berman and Wolford’s son 
Gary Berman became the new managing part-
ners of Berman Enterprises. They went on to 
form BECO Management, which successfully 
owns and operates commercial real estate 
throughout the Baltimore-Washington region.

Brian Berman, Kevin Berman, and Jeffrey Berman 
have now become the third generation involved in 
the family real estate business. Brian, Kevin, and 
Jeffrey have become very active in real estate devel-
opment in their own right. Their projects include:

•  Laurel Square – A 25,000 sq. ft. retail cen-
ter on U.S. Route 1 in Laurel completed in 
November 2005. Tenants include CVS, Panda 
Express, and Five Guys Burgers & Fries.

•  Crossroads of Laurel – An 18,000 sq. ft. retail 
center at Route 1 and Route 198 in Laurel 
completed in September 2004.

•  Commercial Office Building – A 36,000 sq. 
ft. building adjacent to BWI airport is now 
under construction and scheduled to be 
completed in the summer of 2006.

•  Montpelier Hills Townhouses – A planned 
211-unit townhouse complex in Laurel, 
which is in the zoning approval process.

We look forward to Brian, Kevin, and Jeffrey 
Berman’s future projects and ultimately to a 
fourth generation of Berman Enterprises!  ■

B o r m e l ,  G r i c e  &  H u y e t t ,  P. A .  
i s  proud to  feature  our  c l ient  
Berman Enterprises. 

Brian Berman (left) and Kevin Berman (right) in front 
of Laurel Square.


