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Happy holidays AND OUR BEST WISHES FOR A PROSPEROUS NEW YEAR 
FROM THE PARTNERS AND STAFF OF BORMEL, GRICE & HUYETT, P.A.  

The second half of 2009 has seen 
a flood of new federal tax develop-
ments. We’d like to highlight some 
of the more important changes. 

Health care reform. Congress 
returned to work after its August 
recess with health care reform at the 
top of its agenda. The tax provisions 
in the pending bills are very different 
from each other and it is unclear 
at this time which will be enacted.  
The House has proposed a surtax on 
higher-income individuals to pay for 
health care reform. A final Senate 
bill is likely to include new taxes on 
high-dollar health insurance plans.   

Audits. The IRS is gearing up to 
launch a new employment tax 
compliance project. The project is  
expected to focus on four areas: 
worker classification, fringe benefits,  
non-filers, and officers’ compensation. 
Taxpayers will be randomly selected 
for the National Research Program 
(NRP) study of employment tax  
compliance. 

Penalties. The IRS announced a 
temporary freeze on the collection  
of Code Sec. 6707A penalties on 
prohibited transactions in July 
and extended the moratorium in 
September. Many small businesses 
have complained that the penal-
ties are out of proportion to any 
tax benefits received. In some 
cases, small  business owners 
purchased benefit  plans that 
turned out to be tax shelters. 
The IRS will suspend collection 
through December 31, 2009 to give

Congress time to pass corrective  
legislation. 

Levies. In July, IRS Chief Counsel 
determined that the agency can levy 
a taxpayer’s health savings account 
(HSA). The taxpayer would also be 
liable for an additional tax because 
the IRS levy on an HSA is a distri-
bution not used to pay qualified  
medical expenses. 

First-time homebuyer credit. 
The first-time homebuyer credit, 
which reaches 10% or $8,000 of the 
purchase price of a qualified resi-
dence, was set to end after November 
30, 2009. The credit has now been 
extended and liberalized. See our 
article inside this newsletter which 
explains the new provisions. 

Motor vehicle sales tax deduction. 
In July, the IRS reminded taxpayers 
that the motor vehicle sales tax 
deduction may be claimed for 
more than one vehicle. The deduc-
tion per vehicle is limited to the tax 
on up to $49,500 of the purchase 
price of each qualifying vehicle.   
The deduction phases out for higher-
income individuals.  

FBAR. The IRS extended temporary 
relief for certain filers of Form TD 
F90-22.1, Report of Foreign Bank 
and Financial Accounts (FBAR),  
to October 15, 2009. Taxpayers with 
signature authority over foreign 
accounts and taxpayers with for- 
eign hedge funds or private equity 
accounts have an extended due date 
of June 30, 2010. 

Roth IRAs. Effective for 2010, 
individuals will be able to roll over 
funds from a regular IRA to a Roth 
IRA regardless of current income 
and other restrictions. The IRS also 
issued interim guidance on rollovers 
from employer plans to Roth IRAs.  

Refunds. Starting in 2010, taxpayers 
can check a box on their return to 
use all or part of their refund to pur-
chase Series I U.S. savings bonds.  
The bonds will be mailed directly  
to the taxpayer. 

Privilege. The IRS won an impor-
tant victory when the First Circuit 
Court of Appeals ruled in August 
that tax accrual workpapers were 
not protected from disclosure under 
the work product doctrine. The court 
agreed with the IRS that the taxpayer 
had waived any applicable privilege 
by disclosing the workpapers to an 
independent auditor.

Listed transactions. The IRS 
updated its roster of listed transac-
tions in July. These are transactions 
the IRS has identified as abusive and 
that are subject to special disclosure 
and registration rules. The IRS also 
updated its list of transactions of 
interest. These are transactions the 
IRS is monitoring for abuses. 

COI income. The IRS issued elec-
tion procedures in August for 
deferring cancellation of indebted-
ness (COI) income on repurchased 
debt. The American Recovery and 
Reinvestment Act of 2009 enacted 
Code Sec. 108(i), giving taxpayers an 

election to defer COI income from 
the reacquisition at a discount of an 
applicable debt instrument in 2009 
or 2010. The income is deferred until 
2014 and then must be reported  
ratably over five years, through 2018. 

S corporations. The IRS reminded 
S corporation shareholders that  
when corporate officers perform a 
service for the corporation and 
receive, or are entitled to receive, 
payments, these payments are  
considered wages reportable on 
Form W-2.

Accounting methods. The IRS 
announced revised procedures 
for automatic consent to change 
accounting method. Generally, tax-
payers must obtain IRS consent to 
change a method of accounting.  
The IRS has attempted to streamline 
this process by permitting taxpayers 
to obtain automatic consent for over 
140 enumerated changes.

LLCs and LLPs. In July, the Tax 
Court rejected the IRS’s claim that 
members of limited liability compa-
nies (LLCs) and partners of limited 
liability partnerships (LLPs) should 
be automatically presumed not to 
materially participate in the enti-
ties’ activities under the Tax Code or 
temporary regulations, which has 
reduced deductions for passive losses. 

These are just highlights of some 
of the important recent federal tax 
developments in 2009. Please contact 
our office for more details.  ■
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Rule Changes for Roth IRA Conversions in 2010

On November 6, the President  
signed into law H.R. 3548, the  
“Worker, Homeownership, and 
Business Assistance Act of 2009.’’ 
The new law extends and gener-
ally liberalizes the tax credit for 
first-time homebuyers, making it a 
much more flexible tax-saving tool. 
These important changes could 
make it easier for you or someone in 
your family to buy a home. 

Homebuyer credit basics.  Before 
the new law was enacted, the home-
buyer credit was only available for 
qualifying first-time home purchases 
after April 8, 2008, and before 
December 1, 2009. The top credit 
for homes bought in 2009 is $8,000 
($4,000 for a married individual  
filing separately) or 10% of the resi-
dence’s purchase price, whichever 
is less. Only the purchase of a main 
home located in the U.S. qualifies. 

Vacation homes and rental proper-
ties are not eligible. The homebuyer 
credit reduces one’s tax liability on 
a dollar-for-dollar basis, and if the 
credit is more than the tax you owe, 
the difference is paid to you as a 
tax refund. For homes bought after  
Dec. 31, 2008, the homebuyer credit 
is recaptured (i.e., paid back to the 
IRS) if a person disposes of the home 
(or stops using it as a principal resi-
dence) within 36 months from the 
date of purchase.

Before the new law, the first-time 
homebuyer credit phased out for 
individual taxpayers with modified 
adjusted gross income (AGI) between 
$75,000 and $95,000 ($150,000 and 
$170,000 for joint filers) for the  
year of purchase.

The new law makes four important 
changes to the homebuyer credit:  

1. New lease on life for the  
homebuyer credit. The home- 
                               continued on next page

Newly Extended and Liberalized Homebuyer Tax Credit Rules   

For 2009, only taxpayers with modified 
adjusted gross income of $100,000 
or less may convert amounts in a  
traditional IRA (or qualified plan)  
to a Roth IRA (and married persons 
filing separately can’t make such 
rollovers at all). However, for tax  
years beginning in 2010, the  
$100,000 modified AGI limit on 
conversions to Roth IRAs will be 
eliminated (and married taxpayers 
filing separately will be able to  
make rollovers to Roth IRAs). After 
2009, you will be able to roll over 
amounts from qualified employer 
sponsored retirement plan accounts, 
such as 401(k)s and profit sharing 
plans, and regular IRAs, into Roth 
IRAs, regardless of your adjusted  
gross income (AGI).

With a Roth IRA, contributions are 
made with after-tax dollars. As 
a result, unlike a regular quali-
fied employer plan or traditional 
IRA, withdrawals from a Roth IRA 
aren’t taxed if some relatively liberal 
conditions are satisfied. Additional  
advantages of Roth IRA include:

•	 Earnings	within	the	account	are	tax-
sheltered	 (as	 they	are	with	a	qualified	
employer	plan	or	regular	IRA).

•	 A	Roth	IRA	owner	does	not	have	to	
commence	 lifetime	 required	minimum	
distributions	 (RMDs)	 after	 he	 or	 she	
reaches	 age	 70½	as	 is	 generally	 the	
case	 with	 qualified	 employer	 plans	
or	 regular	 IRAs.	 (Please	 be	 reminded	
that	 for	 2009,	 there’s	 a	moratorium	
on	RMDs.)

•	 Beneficiaries	of	Roth	IRAs	also	enjoy	
tax-sheltered	earnings	(as	with	a	quali-
fied	employer	plan	or	regular	IRA)	and	
tax-free	withdrawals	 (unlike	with	 a	
qualified	employer	plan	or	regular	IRA).		
They	do,	 however,	 have	 to	 commence	
regular	withdrawals	 from	a	Roth	 IRA	
after	the	account	owner	dies.

While converting funds to a Roth 
IRA may allow you to avoid the IRS’s 
RMDs when you reach 70½, and 
relieve all or part of your retirement 
funds from future taxes, there are 
significant current tax implications.  
The entire rollover will be fully taxed, 
assuming the rollover is being made 
with pre-tax dollars (money that was 
deductible when contributed to an 
IRA, or money that wasn’t taxed to 
an employee when contributed to the 
qualified employer sponsored retire-
ment plan) and the earnings on those 
pre-tax dollars. For example, if you 

are in the 28% federal tax bracket 
and roll over $100,000 from a regular 
IRA funded entirely with deductible 
dollars to a Roth IRA, you’ll owe 
$28,000 of tax.  So you’ll be paying 
tax now for the future privilege of 
tax-free withdrawals, and freedom 
from the RMD rules.

Should you consider making the  
rollover to a Roth IRA? The answer is 
“it depends”:

•	 Consider	 converting	only	 if	 you	can	
pay	the	taxes	on	the	rollover	with	non-
retirement-plan	funds.	Using	retirement	
plan	funds	to	pay	the	tax	on	the	rollover	
may	defeat	 the	purpose	of	converting;	
you’ll	have	less	money	building	up	tax-
free	within	the	account.

•	 Consider	converting	if	you	anticipate	
paying	 taxes	 at	 a	 higher	 tax	 rate	 in	
the	 future	 than	 you	 are	 paying	 now.		
Many	observers	 believe	 that	 tax	 rates	
for	 upper	 middle	 income	 and	 high	
income	 individuals	will	 trend	higher	 in		
future	years.

•	 Consider	 converting	 if	 you	 have	
a	 significant	 number	 of	 years	 before		
you	might	 have	 to	 tap	 into	 the	Roth	
IRA.	This	 will	 give	 you	 a	 chance	 to	
recoup	(via	tax-deferred	earnings	and	

tax-deferred	 payouts)	 the	 tax	 hit	 you	
absorb	on	the	rollover.

•	 Consider	converting	if	you	are	willing	
to	pay	a	 tax	price	now	 for	 the	oppor-
tunity	 to	pass	on	a	 source	of	 tax-free	
income	to	your	beneficiaries.

You also should know that Roth roll-
overs made in 2010 represent a novel 
tax deferral opportunity and a novel 
choice. If you make a rollover to a 
Roth IRA in 2010, the tax that you’ll 
owe as a result of the rollover will be 
payable half in 2011 and half in 2012, 
unless you elect to pay the entire tax 
bill in 2010.

Evaluating your individual situation 
and whether a Roth IRA conversion 
is right for you should take place now.  
This will allow time before the end of 
2009 to prepare for next year’s Roth 
IRA conversion opportunities.		■

 
 
Update - Other Retirement Issues 

•	 Social	 Security	Benefits—There	will	
be	no	cost	of	living	adjustment	(COLA)	
in	Social	Security	benefits	for	2010.		

•	 Required	 Minimum	 Distribution	
(RMD)—the	mandatory	 requirement	
for	 individuals	 age	 70½	 and	 older	
to	 take	minimum	 distributions	 from	
their	 IRAs,	 401(k)s	 or	 other	 Defined	
Contribution	plans	is	waived	for	2009.

•	 Due	 to	 inflation,	 benefits	 and	 con-
tribution	 limits	 for	 various	 retirement	
plans	will	remain	relatively	unchanged.

2009 2010

Maximum Annual Compensation considered for 401(k) & SEP Contributions $245,000 $245,000

Maximum Annual 401(k) & 457/403(b) Deferrals $16,500 $16,500

Maximum Annual Catch-up Contribution 50 & over $5,500 $5,500

Maximum SIMPLE 401(k) Contribution $11,500 $11,500

IRA Contribution Limit $5,000 $5,000

IRA Catch-up Contribution 50 & over $1,000 $1,000



Federal Payroll  
for 2010

For 2010, the Social Security Administration 
has no increase 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 wage limit 
of $106,800 paid in 2010. The maximum 
withholding for Social Security will be 
$6,621.60. The Medicare rates will remain 
at 1.45% each for employers and employ-
ees; all earnings will continue to carry no 
ceiling on maximum taxable earnings.

IRS limits the amount employees can 
deposit to a 401(k) plan each year. A par-
ticipant’s maximum pre-tax contribution 
for 2010 will be $16,500 (an additional 
$5,500 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.

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

JANUARY 15	
Final	installment	of	2009	estimated	tax	
by	individuals	and	trusts	due.

FEBRUARY 1
Last	day	to	receive	Forms	W-2	and	
most	1099	statements	from	your	

employer,	banker,	broker,	etc.	

Individuals	who	owed,	but	did	not	pay,	estimated	tax	
on	January	15	may	file	their	2009	income	tax	return	
and	pay	the	tax	in	full	to	avoid	late	payment	penalty.

Fourth	quarter	2009	payroll	tax	returns	and	annual	
federal	unemployment	returns	due.

FEBRUARY 10	
Extended	filing	date	to	file	Forms	940	and	941	for	the	
fourth	quarter	of	2009.	This	date	applies	ONLY	if	the	
tax	was	deposited	for	the	quarter,	in	full	and	on	time.

FEBRUARY 16
Last	day	for	filing	Form	W-4	by	employees	who	wish		
to	claim	exemption	from	withholding	of	income	tax	
for	2010.	

Last	day	to	receive	Form	1099-B	statements	from	
Broker	and	Barter	Exchange	Transactions	and	
Form	1099-S,	Proceeds	from	Real	Estate	Transactions.

MARCH 1
File	Forms	1098,	1099,	W-2G	and	Form	1096	with	
the	IRS.	

File	Forms	W-2	(copy	A)	along	with	Form	W-3	with	the	
IRS	and	the	Social	Security	Administration	(SSA).		

If Forms 1098, 1099, W-2, W-2G, are filed  
electronically, the due date for filing them with 
the IRS and the SSA is extended to March 31. 

MARCH 15
Corporation	and	S	Corporation	income	tax	returns		
for	calendar	year	2009	due.	

Last	day	for	calendar	year	corporations	to	file	Form	
7004,	an	automatic	six-month	extension	of	time,	
for	2009	income	tax	returns.

APRIL 15	
Individual	income	tax	returns,	Form	4868	(automatic	
six-month	extension)	plus	payment	of	any	2009	
tax	liability	due.

First	quarter	individual	estimated	tax	payments		
due	for	2010.

Last	day	for	making	2009	IRA	contributions.

Gift	tax	returns	and	payment	of	any	gift	tax	for		
2009	due.

Calendar	year	fiduciary	income	tax	returns	and		
requests	for	six-month	automatic	extensions	due.

Partnership	returns	and	requests	for	five-month		
automatic	extensions	(Form	7004)	for	2009	due.

First	installment	for	corporation	estimated	income		
tax	is	due	for	2010.

APRIL 30	
First	quarter	2010	payroll	tax	returns	due.

Tax Due Date Calendar

buyer credit is extended to apply to  
a principal residence bought before 
July 1, 2010 by a person who enters 
into a written binding contract  
before May 1, 2010. 

2. The homebuyer credit may 
be claimed by existing home- 
owners who are “long-time 
residents.” For purchases after 
November 6, 2009, you can claim  
the homebuyer credit if you (and,  
if married, your spouse) maintained 
the same principal residence for any 
five-consecutive-year period during 
the eight years ending on the date 
that you buy the subsequent prin-
cipal residence. For example, if  
you and your spouse are empty  
nesters who have lived in your 
suburban home for the past 10 
years, you are potentially eligible 
for the credit if you “move down” 
and buy a smaller townhome. 
There’s no requirement for your 

current home to be sold in order to 
qualify for a homebuyer credit on the 
replacement principal residence.  

The maximum allowable homebuyer 
credit for qualifying existing home- 
owners is $6,500 or 10% of the 
purchase price of the subsequent  
principal residence, whichever is less.

3. The homebuyer credit is avail-
able to higher income taxpayers. 
For purchases after November 6, 
2009, the homebuyer credit phases 
out over higher modified AGI levels, 
making the credit available to a 
bigger pool of buyers. For individu-
als, the phase out range is between 
$125,000 and $145,000, and for 
those filing a joint return, it’s between 
$225,000 and $245,000.

4. There’s a new home price 
limit for the homebuyer credit. 
For purchases after Nov. 6, 2009, the 

homebuyer credit cannot be claimed 
for a home if its purchase price 
exceeds $800,000. A purchase price 
that exceeds the $800,000 threshold 
by even a single dollar will cause the 
loss of the entire credit. 

Other homebuyer credit changes. 
The new law includes a number of 
new anti-abuse rules to prevent tax-
payers from claiming the homebuyer 
credit even though they don’t qualify 
for it. The most important of these 
are as follows: 

Beginning with the 2010 tax return, 
the homebuyer credit can’t be 
claimed unless the taxpayer attaches 
to the return a properly executed 
copy of the settlement statement 
used to complete the purchase of the 
qualifying residence.

For purchases after Nov. 6, 2009, the 
homebuyer credit can’t be claimed 

unless the taxpayer has attained 18 
years of age.

For purchases after Nov. 6, 2009, the 
homebuyer credit can’t be claimed 
by a taxpayer if he can be claimed 
as a dependent by another taxpayer. 
It also can’t be claimed for a home 
bought from a person related to the 
buyer or spouse. 

What hasn’t changed. The tax 
law still gives you the extraordi-
nary opportunity to get your hands 
on homebuyer credit cash without  
waiting to file your tax return for the 
year in which you buy the qualifying 
principal residence. You can treat a 
qualifying principal residence bought 
in 2010 (before the new deadlines) 
as having taken place on December 
31, 2009, and file an original or 
amended return for 2009 claiming 
the credit for that year.		■ 

Newly Extended and Liberalized Homebuyer Tax Credit Rules  continued from previous page    



Client Profile:
Bormel, Grice & Huyett, P.A. is proud to feature our client, Round House Theatre. 

The following awards were presented 
at our annual firm retreat:

Award of Excellence   
Susan Quigley  
Thumbs-up Award  
Bette Anne Sanders   
Certificate of Appreciation   
Brenda Cummings

Ron Rendle has joined our firm’s 
accounting and auditing depart-
ment. Ron is a graduate of University 
of Maryland, College Park. Ron has 
made Laurel his home and is engaged 
to be married in July 2010.

Congratulations to Larry & Barbara 
Bormel on the birth of their second 
grandchild, Ryan Chase. He joins his 
parents Nicole & Kevin, along with 
his brother Jake.

BGH Partnering with the Green 
Building Institute 

BGH has partnered with the Green 
Building Institute in sponsoring  
a seminar series entitled “The Tax 
Benefits of Going Green.” Barry Fields, 
CPA, MST, one of our tax specialists 
and Treasurer of the Green Building 
Institute, has been presenting the 
program which focuses on the  
“green” business and individual  
tax incentives currently available. 
The seminar has been presented 
in the Baltimore-Washington area, 
including Annapolis, Baltimore, 
Jessup, and Silver Spring.  

The Green Building Institute, a 
501(c)(3) nonprofit organization,  
is headquartered in the Enviro Center, 
a “green” office building located in 
Jessup, MD. The Institute holds classes 

in the Enviro Center and satellite 
locations working with other organi-
zations and groups to help educate 
the public on the benefits of “green 
building” and foster change through 
increased demand for green buildings. 
The Institute focuses on educating 
the general public about various 
elements of high performance and 
natural building methods. It offers 
a range of classes taught by profes-
sionals with years of experience in 
their related fields and with a passion 
for sharing their knowledge. Among 
the topics covered are energy effi-
ciency, home energy audits, alternate 
energy systems, rainwater harvesting 
and reducing water consumption, 
the current tax benefits for “green” 
improvements, indoor air qual-
ity issues and many others. For 
more details about membership and  

programs, visit their website www.
greenbuildinginstitute.org or click 
their link located on the BGH website.

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 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 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, Bette Anne 
Sanders, Mike Myers, Brenda Cummings, Barry Fields, and Susan Quigley.

black box theatre  
in downtown Silver 
Spring. The com-
pany also operates 
an education center 
in  S i lver  Spring, 
annually reaching 
over 20,000 patrons 
there and across the 
region with innova-
tive education and 
outreach programs. 

Round House Theatre 
began in the late 1970s as Street ’70, a pro- 
gram of the Montgomery County Department 
of Recreation. Round House remained part  
of that department until 1993 when it became  
an independent professional theatre company  
and staged productions at a facility on Bushey 
Drive in Silver Spring. Round House opened  
the new theatre in Bethesda in 2002 and  
the Silver Spring black box theatre the  
following year. In 2004, the education center
in Silver Spring opened.

In its Bethesda location, Round House is 
nationally recognized as a center for the 
development of literary works for the stage. 
The company’s acclaimed Literary Works  
Project features new adaptations of con- 

One of the largest and most acclaimed pro-
fessional theatre companies in the DC  
metropolitan area, Round House Theatre, 
is led by Producing Artistic Director Blake 
Robison, who joined the company in June  
2005 succeeding Jerry Whiddon, who held  
that position for more than 20 years. Round 
House’s work is expansive: making art to 
explore  b ig  ideas ,  broaden minds , 
move hearts, exercise imaginations, and  
ultimately to build community through 
the shared experience of live theatre.

Based in Montgomery County, Maryland, 
Round House  produces  near ly  200  
theatrical performances each season at its 
400-seat Bethesda theatre and 150-seat  
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Round House Theatre staff

temporary and classical novels, re-interpreted 
through a theatrical  prism for today’s 
audiences. Round House gives these stories 
a fresh voice, a bold visual presence, and a 
new relevance. Producing new work by today’s 
top playwrights is an equally important part 
of Round House’s Bethesda mission.

The Silver Spring facilities offer something  
different every day, with a focus on involving the 
community in all facets of the artistic experience. 
The black box and the education center operate 
as a community arts center—providing artistic 
and educational opportunities to area residents, 
artists, and organizations. Round House’s “Silver 
Spring Series” presents an eclectic lineup of 
music, theatre, and dance programs by area  
artists in the black box.

Outreach and education programs include the 
Sarah Metzger Memorial Play, the Intersections 
school residency program, theatre classes, camps, 
and workshops, the Student Matinee Program, 
the Heyday Players senior citizen troupe, and 
free theatre classes on Free for all Fridays.

For a schedule of performances or to learn  
more about Round House Theatre’s programs 
visit www.roundhousetheatre.org or call
240-644-1100.  ■


