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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 recently enacted 2010 Small 
Business Jobs Act includes a wide-
ranging assortment of tax breaks and 
incentives for businesses. Here’s a 
brief overview of the tax changes in 
the Small Business Jobs Act.

Enhanced small business ex-
pensing (Section 179 expensing).  
To help small businesses quickly recover 
the cost of capital outlays, small busi-
ness taxpayers can elect to write off 
these expenditures in the year they 
are made instead of recovering 
them through depreciation. Under the 
old rules, taxpayers could generally 
expense up to $250,000 of qualifying 
property—machinery, equipment and 
software—placed in service during the 
tax year. This annual limit was reduced 
by the amount by which the cost of 
property placed in service exceeds 
$800,000. Under the Small Business 
Jobs Act, for tax years beginning in 
2010 and 2011, the $250,000 limit is 
increased to $500,000 and the invest- 
ment limit to $2,000,000. The Small 
Business Jobs Act also makes certain 
real property eligible for expensing. 
Thus, for property placed in service in  
any tax year beginning in 2010 or 
2011, the $500,000 amount can  
include up to $250,000 of qualified 
leasehold improvements, restaurant 
property and retail improvement  
property.  

Extension of 50% bonus first-
year depreciation. Before the Small 
Business Jobs Act, Congress already 
allowed businesses to more rapidly 
 

deduct capital expenditures on most  
new tangible personal property placed 
in service in 2008 or 2009 by permit-
ting the first-year write-off of 50% of 
the cost. The Small Business Jobs Act 
extends the first-year 50% write-off to 
apply to qualifying property placed in 
service in 2010. 

Boosted deduction for start-up 
expenditures. The Small Business 
Jobs Act allows taxpayers to deduct 
up to $10,000 in trade or business 
start-up expenditures for 2010. The 
amount that a business can deduct 
is reduced by the amount by which 
start-up expenditures exceed $60,000. 
Previously, the limit of these deduc-
tions was capped at $5,000, subject 
to a $50,000 phase-out threshold. 

100% exclusion of gain from 
the sale of small business stock. 
Ordinarily, an individual can exclude 
50% of their gain on the sale of quali-
fied small business stock (QSBS) held 
for at least five years. This percentage 
exclusion was temporarily increased to 
75% for stock acquired after February 
17, 2009 and before January 1, 2011. 
Under the Small Business Jobs Act, the 
amount of the exclusion is temporarily 
increased yet again, to 100% of the 
gain from the sale of qualifying small 
business stock that is acquired in 2010 
after September 27, 2010 and held 
for more than five years. In addition, 
the Small Business Jobs Act elimi-
nates the Alternative Minimum Tax 
(AMT) preference item attributable to  
such sales. 

General business credits of  
eligible small businesses for 
2010 get five-year carryback. 
Generally, a business’s unused gen-
eral business credits can be carried 
back to offset taxes paid in the previ-
ous year, and the remaining amount 
can be carried forward for 20 years to 
offset future tax liabilities. Under the  
Small Business Jobs Act, for the tax 
year of the taxpayer beginning in 
2010, eligible small businesses can 
carryback unused general business 
credits for five years instead of just 
one. Eligible small businesses are sole 
proprietorships, partnerships, and non-
publicly traded corporations with $50 
million or less in average annual gross 
receipts for the prior three years. 

General business credits of  
eligible small businesses not 
subject to AMT for 2010. Under 
AMT, taxpayers can generally only 
claim allowable general business cred-
its against their regular tax liability, 
and only to the extent that their  
regular tax liability exceeds their 
AMT liability. A few credits, such  
as the credit for small business 
employee health insurance ex-
penses, can be used to offset AMT 
liability. The Small Business Jobs 
Act allows eligible small businesses 
to use all types of general business 
credits to offset their AMT in tax years 
beginning in 2010. 

Deductibility of health insurance 
for the purpose of calculating 
self-employment tax. The Small 
Business Jobs Act allows business 
owners to deduct the cost of 
health insurance incurred in 2010 
for themselves and their family  
members in calculating their 2010  
self-employment tax. 

S Corporation holding period  
for appreciated assets shortened 
to five years.  Generally, a C 
Corporat ion convert ing to an  
S Corporation must hold on to any 
appreciated assets for 10 years 
or face a built-in gains tax at the  
highest corporate rate of 35%.  
The 2010 Small Business Jobs Act  
temporarily shortens the holding  
period of assets subject to the built-in 
gains tax to five years if the fifth tax 
year in the holding period precedes 
the tax year beginning in 2011. 

Please keep in mind that we have 
described only the highlights of 
the most important changes in the  
Small Business Jobs Act. If you would 
like more details about any aspect 
of the new legislation, please do not 
hesitate to call our office.  ■

Small Business Jobs Act of 2010

Join us on BGH’s 
!

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



Small Business Health Care Credit May Save Taxes for 
Your Business or Organization
The new health reform law gives a tax 
credit to certain small employers that 
provide health care coverage to their 
employees, effective with tax years 
beginning in 2010. Small employers 
are defined as those with fewer than  
25 full-time equivalent employees,  
with average annual wages of less  
than $50,000, under a qualifying 
arrangement. This is easier to accom- 
plish than it appears, because you 
do not count owners, such as sole 
proprietors, partners, S-corporation  
shareholders owning over 2%, or  
owners of other businesses owning 
over 5%. Family members of own-
ers are also not counted. The credit is 
equal to the lesser of 35% of premi-
ums paid for business, and 25% for 
nonprofit organizations, or average 
premiums for the small group market 
in your state. Credits are deducted 
from your total tax due, which have  
a greater impact than deductions. 
The credit is refundable for non- 
profit organizations.

Qualifying Plans
To determine whether your business 
qualifies, you would first look at the 
benefits you offer. Do you pay more 
than 50% of the premiums for each 
enrolled employee? Each policy that 
you offer must qualify, so if you have 
separate health, dental, or vision  
policies, each must be paid more than 
50% by the employer. Amounts paid 
through salary reduction, such as  
cafeteria or section 125 plans, are  
not paid by the employer, and therefore 
do not qualify. There are transition rules 
in place, so that even if family coverage 
is currently not reimbursed at 50%, 
as long as single coverage is 50% 
reimbursed, the plan still qualifies. 

Eligible Employees
The next step is to count full-time 
equivalent employees. Add the total  
 
 
 

hours paid for work and/or leave for 
each employee enrolled, including both 
full-time and part-time. Divide that 
by the total hours included in a 
standard 40-hour week, which is 
ordinarily 2,080 hours. The result  
should be rounded down to the  
nearest whole number. This is the 
number of full-t ime equivalent 
employees. If actual hours worked are 
not easily determined, you may also 
use a days-worked equivalency 
using eight-hour days, or weeks worked, 
using 40-hour weeks.

For example, Employer A has six em- 
ployees other than the owners, with 
the following hours and wages:

The number of full-time equivalent 
employees is calculated using one of 
three different methods. Using hours, 
total hours of 10,980 divided by a 
standard 2,080-hour week equals 
5.2788, or five full-time equivalent 
employees. Using the days method, a 
total of 1,485 days, times eight hours 
per day, again divided by a standard 
2,080-hour week equals 5.7115, or 
five full-time equivalent employees. 
Using the weeks method, 279 weeks 
times 40 hours per week, again 
divided by a standard 2,080-hour 
week equals 5.3654, or five full-time 
equivalent employees. The total wages 
of $121,500 is divided by five full- 
time equivalent employees, resulting  
 
 
 

in $24,300 average annual wages.  
Although there are six employees,  
using the calculation, the demo- 
graphics work out to five full-time 
equivalent employees.

Calculating the Credit
The credit is based on the lesser of 
premiums paid or comparable  
premiums based on the state small 
group market. Those figures will be 
published annually. For example, 
Employer B has nine full-time equiva-
lent employees, with average annual 
wages of $23,000. Four employees 
are enrolled in single coverage and 
five are enrolled in family coverage. 
The premium paid is $4,000 a year 

for single coverage and $10,000 a  
year for family coverage. The average 
premium for  the smal l  group  
market in the employer’s state is 
$5,000 single and $12,000 family. 
Since the premium paid is less than 
the comparable small group, the 
eligible premiums are calculated as 
$8,000 (50% of 4,000 x 4) single and 
$25,000 (50% of 10,000 x 5) family 
for a total of $33,000. The credit equals 
$11,550 (35% of 33,000) for a busi-
ness, and $8,250 (25% of 33,000) for 
a nonprofit.

If premiums paid are greater than the 
comparable small group, the cal- 
culation is similar. Assume the same  
 
 
 

facts, except that the premium paid 
is $6,000 a year for single coverage 
and $14,000 a year for family cover- 
age. Since the premium paid is greater  
than the comparable small group, the 
eligible premiums are calculated as 
$10,000 (50% of 5,000 x 4) single and 
$30,000 (50% of 12,000 x 5) family  
for a total of $40,000. The credit equals 
$14,000 (35% of 40,000) for a busi-
ness, and $10,000 (25% of 40,000) 
for a nonprofit. 

Other Benefits and Limitations
Even in unprofitable years, the  
credit can be carried forward 20  
years, and carried back one year 
(2011 and later). Small businesses 
can reduce the amount of estimated  
payments they make for the year, 
based on the expected amount of the 
credit. Controlled groups of employers 
(small businesses with common 
ownership) must be treated as one 
employer for purposes of the credit. 
The credit is phased out as the num-
ber of full-time equivalent employees 
increases from between 10 and 25 
or average annual wages increases 
from between $25,000 and $50,000. 
Credits for nonprofit organizations 
are limited to payroll-related taxes. 

Comparable premiums for 2010 are: 
Maryland $4,837 single and $11,939 
family, DC $5,355 single and $12,823 
family, and Virginia $4,890 single 
and $11,338 family. The value of the 
credit goes a long way to reducing 
the burden on small employers who 
provide health insurance for their 
employees and choose to pay a  
portion of it themselves.   ■ 

Employee Hours Days Weeks Total Wages Paid

#1 2,080 260 52 26,000

#2 2,200 260 52 25,000

#3 2,000 250 50 22,000

#4 1,800 225 45 18,500

#5 1,500 250 40 16,000

#6 1,400 240 40 14,000

Total 10,980 1,485 279 121,500

2011 Social Security and Medicare Benefits   
For the second year in a row, there 
will be no 2011 cost of living adjust-
ment (COLA) in Social Security 
benefits. The Department of Health 
and Human Services has recently 

announced that there will be a 
4.4% increase in the Medicare Part 
B premium for 2011 to $115.40 
per month. For the higher income  
recipients, the actual cost may be 

substantially higher. However, the 
law does contains a “hold harmless” 
provision that protects approximately 
70% of  lower income Social Security 
recipients, where if there is no COLA 

increase in Social Security benefits 
then those qualified beneficiaries will 
not be subject to an increase in the 
Medicare Part B premiums.   ■



Federal Payroll  
for 2011

For 2011, 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 2011. The maxi-
mum withholding for Social Security will be 
$6,621.60. The Medicare rates will remain at 
1.45% each for employers and employees; 
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 2011 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 17 
Final installment of 2010 
estimated tax by individuals 
and trusts due.

JANUARY 31
Last day to receive 

Forms W-2 and most 
1099 statements from your 

employer, banker, broker, etc. 

Fourth quarter 2010 payroll tax returns and annual 
federal unemployment returns due.

FEBRUARY 15
Last day for filing Form W-4 by employees who wish  
to claim exemption from withholding of income tax 
for 2011. 

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

FEBRUARY 28
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 2010 due. 

Last day for calendar year corporations to file Form 
7004, an automatic six-month extension of time, 
for 2010 income tax returns.

APRIL 15 
Individual income tax returns, Form 4868  
(automatic six-month extension) plus payment of  
any 2010 tax liability due.

First quarter individual estimated tax payments  
due for 2011.

Last day for making 2010 IRA contributions.

Gift tax returns and payment of any gift tax for  
2010 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 2010 due.

First installment for corporation estimated income  
tax is due for 2011.

MAY 2 
First quarter 2011 payroll tax returns due.

Tax Due Date Calendar

Is It Time to Apply for Social Security or Medicare Benefits?   
You may start  Social  Secur ity  
retirement benefits as early as age 
62 or as late as age 70. Benefits you 
receive will be dependent on both 
your taxable social security earnings 
during your working career and 
the age at which benefits begin.  
Beginning benefits as early as age  
62 will result in a reduction of ben-
efits of as much as 25% but you 
would expect to receive them over a 
longer period of years. There would 
be no reduction in benefits due to 
age if you wait until full retirement 
age to start benefits. But the full  
retirement age is progressively 
increasing from 65 for individuals 
born in 1937 or earlier, to 67 for 
those born in 1960 or later. And 
if you delay beginning benefits 
until after your full retirement age, 
you will earn additional delayed  
retirement credits which continue 
to increase until age 70. If you  
continue to work after you begin 
receiving Social Security retirement  
 
 

benefits, your earnings may reduce 
your retirement benefits until you 
reach your full retirement age. And 
remember that no matter when you 
begin receiving Social Security retire-
ment benefits, up to 85% of your 
Social Security benefits may well be 
included in your taxable income when 
your income exceeds certain levels. 

Even though full retirement age is 
no longer age 65 for many retirees, 
all individuals should sign up for 
Medicare within three months of  
their 65th birthday, even if you are 
delaying receipt of Social Security 
retirement benefits. In some cases 
medical insurance (Part B) and pre-
scription drug coverage (Part D) may 
cost more and coverage may be 
delayed. The Medicare program helps 
with the cost of health care but does 
not cover all medical expenses or the 
cost of  most long-term care. There 
are four components to Medicare: 
 

Part A Hospital Insurance helps 
pay for inpatient care in a hospital 
or skilled nursing facility, and some 
home health and hospice care. For 
most people age 65 or older who are 
citizens or permanent residents of the 
U.S., Part A coverage is free.

Part B Medical Insurance helps 
pay for doctors’ services and many 
other medical services and supplies 
that are not covered by hospital 
insurance. Anyone who is eligible for 
free Medicare hospital insurance 
(Part A) can also enroll in Medicare 
medical insurance (Part B) by paying 
a monthly premium.  

Part C Medicare Advantage plans 
are available in many areas. People 
who are covered under both Medicare 
Parts A and B can choose to receive all 
of their health care services through 
one of these provider organizations 
under Part C (similar to an HMO or 
PPO). With one of these plans, a  
Medigap policy may not be necessary. 

These plans often include an addi- 
tional monthly premium.  

Part D Prescription Drug Coverage 
helps pay for medications doctors 
prescribe for treatment. Anyone who 
has Medicare hospital insurance 
(Part A), medical insurance (Part B), 
or a Medicare Advantage plan (Part C) 
is eligible for prescription drug cov- 
erage (Part D). Joining a prescription 
drug plan is voluntary and an addi- 
tional monthly premium is paid. 
If an individual already has pre-
scription drug coverage elsewhere 
it would not be necessary to purchase 
this Medicare coverage. However, 
if the prescription drug coverage is 
not, on average, at least as good as 
Medicare Prescription drug coverage, 
you will pay a penalty if you wait to 
join later. Evaluating your needs, other 
coverage you have, costs of the related 
premiums, and the cost of delayed 
enrollment will all affect the enroll-
ment decisions you make.   ■ 



Client Profile:
Bormel, Grice & Huyett, P.A. is proud to feature our client, Ecology Services, Inc. 

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, Bette Anne Sanders, Mike Myers, 
Brenda Cummings, Ron Rendle, Catherine Newman, and Susan Quigley.

 BGH NEWS
The following awards were presented 
at our annual firm retreat:

Award of Excellence   
Barry Fields 
 
Thumbs-up Award  
Ron Rendle  
 
Certificate of Appreciation   
Tina Megofna

Steve Hartong 
has joined our 
firm’s accounting 
and auditing de- 
partment. Steve 
holds a bachelor’s 
degree from Grin- 

nell College and a master’s degree 
from Carnegie Mellon. Steve is a 
Certified Public Accountant, and  
holds the Accreditation in Business 

Evaluation Credential. Steve currently 
resides in Ellicott City, MD.

April Miller has 
joined our firm’s 
accounting and 
auditing depart-
ment. April is a 
graduate of Uni- 
versity of Mary- 

land, College Park, and was formerly 
employed with an accounting firm in 
Texas. April and her husband Ty have 
recently made Bowie, MD, their home.

Congratulations to Ron and Jackie 
Rendle , who were married on  
July 3, 2010. The ceremony was 
held at the Ocean’s Edge Resort in 
Cape Cod, MA, and the couple also 
honeymooned at Cape Cod. They cur-
rently reside in Laurel, MD.

Congratulations to Ray and Missi 
Plummer on the birth of their third 
child, Logan Joseph Plummer. Logan 
was born on February 25, 2010.

Bormel, Grice & 
Huyett. P.A. has 
launched a new 
ventu re, BGH 
Small Business 
Services, LLC. 
The new venture 

is headed by Trish Slatin, who has 
extensive experience in book- 
keeping and small business services 
since 1990. Some of the services 
offered by BGH Small Business 
Serv ices, LLC, inc lude general 
bookkeeping, Quickbooks soft- 
ware  se t -up  and  consu l t ing , 
and organization of records and  
financial systems. 

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.

Ecology Services, Inc. was 
established in 1989 to man- 
age hazardous materials for 
government, industrial, and 
research companies. Its mission 
expanded to include refuse and 
recycling collection services 
through one of its associated 

companies in 1996. These companies identify and 
provide cost-effective technologies for waste 
processing and disposal including incineration, 

stabilization, compaction, and recycling. They also 
provide routine health physics support to  
numerous customers in the Mid-Atlantic region. 
Services include monthly surveys, facility or room 
closeouts, meter calibration, waste pickup from
laboratories, and waste disposal. 

The Ecology Services companies provide curbside 
refuse and recycling collection services for approx-
imately 230,000 homes in Maryland. They also 
have contracts for the management of medical,  

pathological, and radioactive wastes with 
government and private research firms.

The Ecology Services companies have 
a combined staff of over 450 full-time 
personnel. They maintain a staff of pro-
fessional, technical, and administrative 
employees, including a Certified Health 
Physicist and a degreed chemist, to 
provide support for radioactive and  
mixed waste management as well as 
safety services. They also operate   
approximately 250 refuse and recycling  
collection vehicles daily. The Ecology 
Services companies have a 5,000- 
square-foot office and laboratory facility 
located in Columbia, Maryland, and a 
1.5-acre vehicle storage and mainte-
nance facility in Gaithersburg, Maryland.

The Ecology Services companies have long-term 
contracts with Montgomery, Anne Arundel, 
and Howard counties, and many contracts 
with towns, homeowner associations, and 
private citizens. They also have contracts with 
the National Institutes of Health, numerous  
pharmaceutical companies, and universities  
for hazardous waste related services. 

To learn more about Ecology Services, Inc.,
visit www.ecologyservices.com.  ■ 


