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After years of debate, compromise 
and often intensely partisan nego-
tiations, Congress has passed a 
comprehensive pension reform bill. 
If you are a participant in a tradi-
tional single-employer pension plan 
or a multi-employer plan, you will 
likely soon be hearing from your 
plan sponsor. Keep in mind that the 
new law is much more than pension 
reform. It not only makes permanent 
some important retirement savings 
incentives that benefit almost 
everyone, it also creates some new 
ones. In another area, the new law 
makes some important changes to 
how you deduct your contributions 
to charitable organizations. This 
article highlights some of the key 
developments in the new Pension 
Protection Act of 2006 and what 
steps you should take to maximize 
your retirement and tax savings. 

Traditional Pension Plans  
in Trouble

Traditional pension plans, which pay 
a defined benefit over a period of 
time, are in trouble. Many are under-
funded. Others have been turned 
over to the Pension Benefit Guaranty 
Corporation (PBGC), the pension 
payor of last resort. Why have so 
many failed?  The evolution of our 
economy from an industrial/manu-
facturing base to a service-oriented 
one has contributed. Global com-
petition is also a factor. More and 
more companies have either termi-
nated their traditional pension plans 
or converted them to 401(k)s or 
other types of savings arrangements.

Currently, about 30,000 traditional 
pension plans are underfunded. 
Some are teetering on collapse. This 

crisis spurred Congress to enact a 
comprehensive pension reform bill. 
The new law aims to prevent any 
more troubled plans from folding 
and dumping their obligations on 
the PBGC, which already has a deficit 
of nearly $30 billion. Most under-
funded plans will have to become 
fully funded over seven years. But 
before we go into more detail about 
pension plan funding, let’s take a 
look at the many retirement savings 
incentives in the new law.

Permanent Retirement  
Savings Incentives
If you’ve been making higher contri-
butions to IRAs, 401(k)s and similar 
arrangements, catch-up contributions, 
and enjoyed greater portability, 
you’ve benefited from enhanced 
retirement savings incentives enacted 
in 2001. Five years ago, Congress 

passed the Economic Growth and 
Tax Relief Reconciliation Act of 
2001 (EGTRRA). This law created 
many new incentives to encourage 
people to save more for retirement. 
However, because of its huge price 
tag, Congress made EGTRRA tempo-
rary. All of its tax breaks, including 
the retirement savings incentives, 
had been set to expire in 2011. The 
new pension reform bill makes them 
permanent. Instead of expiring on 
December 31, 2010 as scheduled, 
they are now extended permanently. 
Here are some of the highlights:

Higher IRA Contribution  
Dollar Amounts
EGTRRA gradually raised the 
amount you can contribute annu-
ally to an IRA. For 2006, it is $4,000. 
That amount rises to $5,000. The 
new law makes the $5,000 amount 
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Dedicated to the memory of Henry E. Pear
This edition of the BGH newsletter is 
dedicated to the memory of Henry E. 
Pear who passed away on September 
20, 2006. Henry Pear founded our 
CPA firm in 1968. He served as a 
mentor to Larry Bormel, Kathy 
Grice, Anna Huyett and many others 
both past and presently employed at 

Bormel, Grice & Huyett, P.A. Many 
of our wonderful clients originated 
with Henry Pear.

In addition to serving as a trusted 
advisor to his many clients, Henry 
also was involved in several commu-
nity organizations. These included 

Baltimore County General Hospital, 
the John J. Leidy Foundation and the 
Laurel Area Chamber of Commerce. 
Henry is survived by his sons 
Warren and Barry Pear, his stepsons 
Larry and Brian Brown and twelve  
grandchildren.  ■

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



That amount rises to $5,000 in 
2008. The new law makes the $5,000 
amount permanent and adjusts it 
for inflation after 2008.

Higher Dollar Limits on 
Defined Contribution Plans
If you have 401(k), 457 or similar 
plan, the new law makes permanent 
EGTRRA’s higher dollar limits on 
defined contribution plans ($44,000 
in 2006) as well as elective deferrals 
for 401(k)s, 457s and SIMPLE plans. 
The new law also makes permanent 
EGTRRA’s more generous treatment 
of compensation that may be taken 
into account under a plan.

Catch-up Contributions
If you are age 50 or older, you should 
be making catch-up contributions. 
EGTRRA allowed individuals age 50 
or older to make additional contri-
butions to IRAs, 401(k)s and other 
arrangements. For 2006, you can 
make an additional catch-up con-
tribution of $1,000 to an IRA if you 
are age 50 or older. You can make 
an additional catch-up contribution 
of $5,000 to a 401(k) plan if you are 
age 50 or older. Because EGTRRA 
was temporary, you would not have 
been able to make catch-up contri-
butions after 2010. The new pension 
reform law makes catch-up contri-
butions permanent. It also indexes 
the $5,000 401(k) catch-up amount 
for inflation, but not the $1,000 IRA 
catch-up amount.

Roth 401(k)s 
You’ve probably heard a lot about 
Roth 401(k)s over the past few 
months. While they were created as 
part of EGTRRA in 2001, employers 
could only start offering them this 
year. Roth 401(k)s are similar to 
Roth IRAs. Depending on your 
income and where you are in  
your work life (i.e., if you’re just 
starting out or nearing retirement) 
Roth 401(k)s can be a valuable 
addition to your retirement portfolio. 
Until this new law, many employers 
were reluctant to offer Roth 401(k)s 
because they would have expired 
after 2010. The new law makes them 
permanent and this could encourage 
more employers to offer them.

New and Enhanced  
Incentives 
Besides making the retirement  
savings breaks in EGTRRA perma-
nent, the pension reform law also 
creates some new incentives. You 
can ask the IRS to deposit your tax 
refund into an IRA (effective for 
tax year 2007). The new law also 
allows direct rollovers from a quali-
fied retirement plan, tax-sheltered 
annuity or government plan to a 
Roth IRA and will treat it as a Roth 
conversion if all other qualifica-
tions are met (effective for 2008). 
In another important development, 
non-spousal beneficiaries can roll 
over their interests in a qualified 
retirement plan, government plan 
or tax-sheltered annuity into an 
IRA (effective for 2007). Previously, 
this treatment was only available 
to spouses. The new law also allows  
IRA and 401(k) providers to offer 
personalized investment advice 
(starting in 2007).

More Incentives 
In addition to these valuable savings 
incentives, the new pension reform 
law also makes permanent greater 
portability for 403(b) and 457 plans, 
faster vesting of employer matching 
contributions, and the Saver’s Credit. 
For small businesses thinking of 
starting a pension plan, the new law 
makes permanent the tax credit for 
start-up costs.

New Rules for Charitable 
Donations 
Americans donate billions of dol-
lars to charitable organizations 
every year. Many contributions are 
in cash, others in tangible goods 
such as household items and cloth-
ing. Because of the huge amount of 
money involved, charitable dona-
tions have always been ripe for 
abuse. Congress has known this 
a long time and the new pension 
reform law cracks down on abusers.

Effective as of tax years beginning 
after August 17, 2006 (which is  
starting in 2007 for most taxpayers), 
no deduction will be allowed for any 
contribution of cash or other mone-
tary gift unless you can show a bank 

record or a written communication 
from the charity. The rule used to 
be reserved for donations of $250 
or more. This new provision means 
you’ll need to either get a receipt  
for every cash donation you make 
or make your donation by check, 
credit or debit card, so your bank 
statement will show it. Congress 
made this change to crack down on  
taxpayers who inflate their cash  
contributions.

The new pension reform law also 
cracks down on donations of bro-
ken or malfunctioning household 
items and poor or soiled clothing. 
Household items and clothing must 
be in “good condition” to be deduct-
ible. Otherwise, they’re not. There 
is a limited antiques exception for 
donated single items appraised at 
more than $500. The IRS is expected 
to issue guidance about what is good 
condition in time for the 2007 tax 
filing season as this change is effec-
tive as of the date of enactment of 
the new law.

While the new law imposes restric-
tions on contributions of cash, 
household goods and clothing, it 
expands some other deductions. 
Last year, in response to Hurricane 
Katrina, Congress enhanced the 
deduction for donations of food and 
books. The new law extends this spe-
cial treatment through December 
31, 2007. If you are age 70½ or older, 
you will be able to make a tax-free 
distribution of IRA proceeds up to 
$100,000 to a charitable organization 
through December 31, 2007. The 
new law also increases the deduction 
limits for qualified conservation 
easements for 2006 and 2007.

Avoiding a Bailout 
Before closing, let’s take another 
look at the pension reform parts 
of the new law. As we said earlier, 
approximately 30,000 plans are 
underfunded to the tune of $450  
billion. Congress wants these plans 
to survive, so it is giving plans seven 
years (longer for the airline indus-
try) to become fully funded. “At-risk” 
plans, which are critically under-
funded, get some additional help but 
they also have more responsibilities 

to their participants. The new law 
also changes the rules for valuing 
pension liabilities. Most of the pen-
sion reform provisions take effect 
after 2007 with some exceptions.

Start Planning 
The new pension reform law is 900+ 
pages long. It impacts everyone and 
not only individuals with traditional 
pension plans. The retirement savings 
incentives in the new law are invalu-
able and can significantly maximize 
not only your retirement portfolio 
but also give you generous tax breaks. 
The new charitable contribution rules 
are a mixed bag. Some are generous, 
others less so.

To take full advantage of the new 
law, you have to act soon. While 
many of the new incentives are per-
manent, others are temporary. Some 
take effect this year but others not 
until 2007 or beyond. Give our office 
a call today. We’ll carefully review 
your situation and tailor a plan to 
get you the most out of this valuable 
new law.  ■

2006 Pension Protection Act  continued from cover 

As your QuickBooks ProAdvisors,  
we wanted our clients to know that  
Microsoft will soon be sending out an  
automatic update to Internet Explorer, 
replacing Internet Explorer 6 with  
Internet Explorer 7. This affects  
users of QuickBooks.

QuickBooks is recommending that you 
decline the Internet Explorer 7 upgrade  
if you are currently using any version of 
QuickBooks earlier than QuickBooks  
2006 Release 8 or QuickBooks  
Enterprise Solutions 6, Release 8.

Intuit has posted more information  
for you at this link:
http://www.quickbooks.com/support/ie7

This approach will make sure that you  
are able to continue to use QuickBooks  
without experiencing any interruptions.

Please feel free to contact our office  
if you have any questions. 

QuickBooks 
Alert



For 2007, 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 
$97,500 paid in 2007. The maximum 
withholding for Social Security will 
be $6,045. The Medicare rates will 
remain at 1.45% each for employers 

and employees; all earnings will con-
tinue 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 
contribution for 2007 will be $15,500 
(an additional $5,000 can be contrib-
uted 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 contribu-
tions if they participated in the 401(k) 
plans of more than one employer  
during the same year.

The only county tax rate to change 
in the State of Maryland for 2007 is 
Prince George’s County from 3.20% to 
3.10% for 2007. The combined state 

and local rate for Prince George’s 
County will be 7.85%.

The standard mileage rate for busi-
ness use of an automobile for 2007 
will be 48.5 cents and for medical or 
moving use will be 20 cents per mile.

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

Payroll and Mileage Changes for 2007

As part of the evolving revisions, 
changes and adjustments in the field 
of auditing, the use of audit commit-
tees by nonprofit organizations will 
become a standard. The origins of 
audit or special committees can be 
traced back to the 1930s where finan-
cial scandals prompted the Securities 
and Exchange Commission to rec-
ommend the selection of a special 
committee of the board of directors 
to assume the duty of arranging 
the details of the audit. In 1967, the 
American Institute of Certified Public 
Accountants issued a statement calling 
for all publicly held corporations to 

appoint audit committees. By the end 
of the 1970s all companies listed on 
the New York Stock Exchange had 
to establish audit committees. The 
trend continues and is extending to 
nonprofits.

The formation of an audit committee 
has several benefits for the orga-
nization and its board of directors.  
A small committee can more effi-
ciently focus its attention on financial  
reporting matters. This will demon-
strate the board’s commitment to its 
oversight responsibilities. The com-
mittee should be able to identify and 

analyze financial reporting concerns 
in detail and bring recommendations 
and comments to the board.

The audit committee also empha-
sizes the external audit function. It 
lends assurance and balance to the 
independent nature of the audit by 
bridging the relationship that exists 
between management and the audi-
tor. At a minimum, the committee 
will be involved in the selection of the 
external auditor and review the audit 
plan, the annual financial statements 
and the results of the external audit.

The American Institute of Certified 
Public Accountants summed it up  
by saying, “An audit committee  
enhances the independence of the 
external auditor, increases manage- 
ment’s diligence instituting internal  
accounting controls and appropri-
ate reporting practices, and increases 
the participation of directors in the 
important decisions made as the 
result of an external audit.”  ■

Nonprofit Organizations and the Audit Committee

Tax Due Date Calendar
JANUARY 16 
Final installment of 2006 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. 
 
Individuals who owed, but did not 
pay, estimated tax on January 16 
may file their 2006 income tax return 
and pay the tax in full to avoid late 
payment penalty.

Fourth quarter 2006 payroll tax 
returns due.

Annual federal unemployment  
returns due.

FEBRUARY 12 
Extended filing date to file Forms  
940 and 941 for the fourth quarter  
of 2006. This date applies ONLY  
if the tax was deposited for the  
quarter, in full and on time.

FEBRUARY 15 
Last day for filing Form W-4 by  
employees who wish to claim  
exemption from withholding of 
income tax for 2007. 

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 
31, as indicated above.

Form W-2 (copy A) for 2006 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 2006 along with Form 
1096 are to be filed with IRS.

PLEASE NOTE: If Forms 1098, 
1099, W-2 or W-2G are filed 
electronically, the due date  
for filing them with the IRS  
is extended to April 2. 
 
MARCH 15 
Corporation and S corporation   
income tax returns for calendar  
year 2006 due.

Last day for filing Form 7004, by 
calendar year corporations, for an  
automatic six-month extension of 
time to file 2006 income tax returns.

APRIL 16 
Individual tax returns or automatic 
six-month extension of time to file 

requests are due.  
Payment of any 2006 
tax liability is also due.

First quarter individual estimated  
tax payments due for 2007.

Last day for making 2006 IRA  
contributions. 

Gift tax returns and payment of any 
gift tax for 2006 due. 

Fiduciary income tax returns for  
calendar year 2006 due. 

Partnership returns for 2006 due.

First installment for corporation  
estimated income tax is due for 2007.

APRIL 30 
First quarter 2007 payroll tax  
returns due. 



We are pleased to announce that 
Lisa A. Randolph has joined the 
firm’s accounting and auditing 
department. Lisa is a graduate 
of the University of Indianapolis 
and has tax , accounting and 
auditing experience. 

Larry P. Bormel was recently 
elected President of the Baltimore/ 
Washington Corridor Chamber 
Foundation.

The following awards were presented 
at our annual firm retreat:

Award of Excellence –  
Bette Anne Sanders

Thumbs Up Award –  
John Watkins

Certificate of Appreciation – 
Marlene Collins

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 
 

Cer t i f ied 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  
welcome and appreciated.

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, Katherine Grice, Mike Myers, Donna Peirce, Bette Anne Sanders, Brenda L.L. 
Cummings and Rod Burr.

Client Profile:

such areas  as  New Jersey,  New York , 
Philadelphia, PA, Norfolk, VA, Charleston, 
SC , Jacksonvi l le ,  FL  and Bos ton, MA.    

In the marine decking industry, Capitol Finishes 
offers a vast selection of durable non-skid 
and safety coatings which meet Coast Guard, 
Department of Defense and military speci-
fications. Their personnel have installed deck  
coverings on all types of vessels in the Navy 
fleet including aircraft carriers, frigates, mine 
sweepers and cable laying ships as well as sea-
going cruise ships and smaller pleasure boats.

On the commercial end, Capitol Finishes’ exten-
sive list of customers include the National Security 
Agency, Bureau of Engraving and Printing, 
George Washington University, Dulles Airport, 

University of Maryland, Ruth’s Chris Steak 
House, Phillips Restaurants, Dave and Busters, 
Kentucky Fried Chicken and Giant Food. The 
flooring systems offered include decorative 
epoxies, waterproof membranes and flooring 
systems, decorative concrete, promenade 
and vehicular decking, sports flooring and 
industrial and institutional applications.

Capitol Finishes prides itself on providing 
its customers with the highest quality products, 
professional installation and personalized 
service to meet their specialized flooring and 
decking needs.  ■

Capitol Finishes, Inc. has been in the flooring 
business for over 35 years. They started exclu-
sively in the marine decking industry in 
the 1960s and then expanded their flooring 
expertise into a commercial division in the 
early 1980s. Given that they can install a wide 
array of floors in various industries, they have 
attained the leading edge over competitors.  

Capitol Finishes’ headquarters are located  
in Baltimore, MD, with a satellite office  
in the Norfolk, VA area. In 1988, the cur-
rent owner, Richard S. Gebhardt, purchased  
the company along with four other  
investors. Over the intervening years, Capitol  
Finishes. has continued its growth. Initially 
serving the Maryland and Washington, DC 
markets, operations have grown to include  

Gymnasium flooring

 BG&H NEWS

Aircraft carrier decking

Bormel, Grice & Huyett, P.A. is proud to feature our client Capitol Finishes, Inc. 


