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Join us on BGH’s 
!

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

Season’s Greetings!

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

Major tax law changes are on the 
way beginning in 2013. The sunset 
of the “Bush tax cuts” will occur at 
the end of 2012, which could mean 
higher tax rates (as high as 39.6%) 
and pre-2001 tax policies if Congress 
does not address the issue. This has 
the potential to be one of the big-
gest tax increases in U.S. history. Even 
if Congress does take some type of 
action by the end of the year, the 
health care reform act will impose 
an additional 3.8% Medicare tax on 
net investment income beginning in 
2013. Investment income includes 
interest, dividends, capital gains, 
rents, royalties, annuities and pas-
sive income from partnerships and S 
corporations. The Medicare tax would 
also apply to the sale of a person-
al residence if the gain exceeds the 
exclusion amounts of $250,000 for 
individuals and $500,000 for married 
couples. This surcharge for investment 
income would apply to taxpayers 
with adjusted gross income (AGI) for 

2013 exceeding $250,000 for mar-
ried couples and $200,000 for single 
individuals. There will also be a 0.9% 
additional Medicare tax on wages 
and self-employment income of more 
than $250,000 for a married couple 
and $200,000 for a single individual. 
This means that the highest federal 
combined maximum marginal tax 
rate could be as high as 43.4%. This 
tax rate could be even higher when 
you consider the itemized deduction 
and personal exemption limitation for 
high income earners. When you com-
bine this with the State of Maryland 
income tax rates one could pay in 
excess of 50% on their top taxable 
dollar beginning in 2013. 

Here are some possible tax planning 
ideas for 2012 if you are in the higher 
tax bracket:  

• Beginning in 2013 qualified 
dividends will be subject to  
ordinary income tax rates 

(up from 15% to 43.4%). 
Corporations should consider 
making dividend payments 
before the end of 2012.  

• Consider the recognition of 
capital gains in 2012 instead  
of deferring to future years by  
selling appreciated stocks, bonds, 
real estate and any other assets 
held longer than one year. 

• Other possible acceleration 
strategies include exercising 
stock options, employees taking 
bonuses in 2012 instead of 
deferring to 2013, foregoing  
like-kind exchanges, and electing 
out of installment sales.

• Business owners may  
consider moving tax deductions 
to 2013 such as retirement plan 
funding, employee bonuses, 
asset purchases for the Section 
179 deduction, and electing  

not to take the 50% bonus 
depreciation for 2012 to increase 
the depreciation deduction in 
future years. 

• The 3.8% Medicare tax applies 
to passive income from S cor-
porations and partnerships. 
Taxpayers should be sure of their 
characterization as “passive” 
or “active” for decreasing their 
regular income tax, the 3.8% 
Medicare tax, and payroll taxes.

Other notable changes could include 
the estate exemption amount 
decreasing from $5,120,000 (2012) 
to $1,000,000 (2013) and the top 
gift and estate tax rates increasing 
from 35% (2012) to 55% (2013). The 
opportunity to transfer wealth to the 
next generation could be significantly 
impacted beginning in 2013. Estate 
planning should be reviewed before 
the year end.  ■

2013 Tax Law Changes



Alternative Financing: What Is It?
After the financial crisis of late 2008 
and early 2009 and the number of 
failed loans and banks that have 
resulted since that period, traditional 
credit sources such as commercial bank 
loans and lines of credit have been dif-
ficult to find. Even though the country 
is recovering from the deep recession 
that accompanied the financial melt-
down, the general business climate in 
the United States has not returned to 
pre-2008 levels of economic activity. 
This sluggish economy adds to the 
woes of business owners who are 
trying hard to keep their businesses 
operating, especially in hard hit indus-
tries or regions of the country. What 
are small and mid-sized businesses 
to do if they need outside financing? 
If your long-term relationship bank 
refuses your loan application or the 
relationship you have built up over 
the years no longer exists through 
mergers, what other alternatives are 
available to you? Maybe you have 
a rich and generous family member 
or you have just purchased a win-
ning lottery ticket. If these options 
are unavailable, should you first con-
sider changing your bank and begin 
shopping for a new bank that wants 

your business and is more flexible in 
their lending policies? Perhaps you 
should consider what is known as 
alternative financing. There are a  
number of alternative financing  
options available. 

Alternative financing can be roughly 
divided into three separate areas: non-
bank financial institutions, peer-based 
or social media financing, and asset-
based financing. Non-bank financial 
institutions are generally private, third 
party community-oriented institutions, 
some of which can offer loan pro-
grams sponsored by the Small Business 
Administration (SBA) or other govern-
ment entities. Peer-to-peer lending is 
done by creating an online market-
place where potential borrowers and 
lenders can meet. The loan amounts 
are smaller and usually treated as per-
sonal loans. Asset-based financing is a 
broad term that involves using either 

the assets or resources your company 
owns to generate funds. Assets can be 
pledged, factored or leased to generate 
cash flow. For short-term cash needs 
asset-based financing has great appeal.

Non-Bank Financial Institutions. 
Some examples of non-bank financial 
institutions include commercial finance 
companies, credit unions, micro lend-
ers, community development financial 
institutions (federally funded), and 
for some companies with significant 
growth potential venture capitalists, 
angels, and revenue-based lenders. 

Commercial finance companies make 
commercial and personal loans at rates 
above what banks charge. These com-
panies are focused on your ability to 
repay, but may be more willing than 
banks to consider the quality of collat-
eral than your repayment track record 
and profit projections.

Credit unions are non-profit coopera-
tives owned by their members. In order 
to maintain their non-profit status they 
have to restrict their membership to 
a particular group of people such as 
those working at a particular company 
or educational institution, or residents 

of a particular community. Credit 
unions are federally regulated by the 
National Credit Union Administration 
and operate in many ways similar to 
banks. Many offer personal loans and 
lines of credit. Some credit unions have 
been more aggressive in expanding 
their membership and business prac-
tices. The website of The National 
Association of Federal Credit Unions 
(NAFCU) has a listing of credit unions 
that can be accessed by address and 
zip code. 

Micro lenders offer short-term loans in 
small amounts from $500 to $50,000 
repaid over periods up to six years. 
There are several umbrella organiza-
tions that deal with micro lenders. The 
two most popular are SBA Micro Loan 
Program and Accion USA. These orga-
nizations work with commercial micro 
lenders and non-profits that make the 
loans. If you are a minority, have low-

income, or are trying to start a business 
in an economically distressed area, 
your chances of being approved for a 
loan are increased.     

A community development financial 
institution (CDFI) provides financial  
services to underserved markets and 
populations, and is generally organized 
as a non-profit. A community devel-
opment bank (for-profit), community 
development credit union, community 
development loan fund, or community 
development corporation are all exam-
ples of CDFI’s. These non-governmental 
institutions are certified and funded 
by the U.S. Treasury’s Community 
Development Financial Institutions. 

The Small Business Administration (SBA) 
provides a number of financial assis-
tance programs for small businesses 
that have been specifically designed 
to meet key financing needs, including 
debt financing, surety bonds, and equi-
ty financing. The SBA does not make 
direct loans to small businesses; it sets 
guidelines and conditions under which 
loans are made. Partners include lend-
ers, community development organiza-
tions and micro lending institutions. 
The SBA guarantees that these loans 
will be repaid, reducing the risk to the 
lenders. SBA guaranteed loans are 
available only to businesses without 
access to other financing on reason-
able terms. Loans programs include: 
the 7(a) loan, the most commonly used 
loan which includes financial help for 
businesses with special requirements, 
the micro loan, a small short-term loan, 
and the 504 fixed assets financing, a 
loan used to purchase business equip-
ment, machinery, and real estate. 

Peer-to-Peer Lending. Peer-to-peer 
lending is a form of financing that 
occurs between individuals without 
the involvement of a traditional bricks 
and mortar institution. Like in micro 
lending, the loan amounts are small 
(up to $35,000) with repayment peri-
ods from one to five years. Through 
internet social networking, an online 
marketplace is created where poten-
tial lenders and borrowers meet. Two 
major websites, www.LendingClub.
com and www.Prosper.com sup-
port the online marketplace by 
allowing the borrowers to create  
profiles supplemented with an assess-
ment of credit risk for that borrower. 

Lenders can review the borrower pro-
files and decide which borrower(s) to 
lend to. Often there will be several 
lenders per borrower.

Asset-based Financing. For a small 
business owner, asset-based financing,  
or using the existing assets or resources 
of the company to generate funds 
appears to be the most direct way of 
obtaining short-term cash. Some of the 
options include factoring or financing 
of receivables, equipment leasebacks, 
and for companies that sell big ticket 
items or services, consumer finance 
programs.

If your business invoices customers, 
you may be able to leverage your  
outstanding customer accounts receiv-
able (AR) for quick financing. You can 
decide to either factor or finance those 
receivables. With AR factoring, your 
business would receive a portion of the 
accounts receivable balance (typically 
between 60% and 90% depending 
on the aging of the receivables in 
the account and collectability). The  
factoring company will then assume 
responsibility for collecting the out-
standing invoices. AR financing simply 
uses the receivables as collateral for 
obtaining financing.

Equipment leasebacks, also known 
as “sale and leaseback” will allow 
the owner of property such as valu-
able equipment or vehicles to “sell” 
them to a lender and lease them 
back over a period of time. This 
allows both the use of the property 
and the use of the proceeds from the 
sale to be used as working capital. 
Some leaseback arrangements allow 
a buy back provision such that the 
lease can be capitalized under the 
accounting rules and receive the 
tax benefit of periodic depreciation 
expense. Also, please keep in mind 
that future purchases of equipment 
may be leased instead of purchased if 
the policy of your business is to pur-
chase assets out of working capital.

Please consider the costs, your busi-
ness needs, and your other alternatives, 
or traditional financing and contact us 
before reaching a final decision about 
using one of these types of alternative 
financing.  ■ 

Alternative financing can be roughly divided into three 
separate areas: non-bank financial institutions, peer-based 
or social media financing and asset-based financing.



JANUARY 15 
Final installment of 2012 
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 2012 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 2013. 

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 April 1. 

MARCH 15
Corporation and S Corporation income tax returns  
for calendar year 2012 due. 

Last day for calendar year corporations to file Form 
7004, an automatic six-month extension of time, 
for 2012 income tax returns.

APRIL 15 
Individual income tax returns, Form 4868  
(automatic six-month extension) plus payment of  
any 2012 tax liability due.

First quarter individual estimated tax payments  
due for 2013. 

Last day for making 2012 IRA contributions. 

Gift tax returns and payment of any gift tax for  
2012 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 2012 due.

First installment for corporation estimated income  
tax is due for 2013.

APRIL 30 
First quarter 2013 payroll tax returns due.

Tax Due Date Calendar

The past year saw the Maryland Special Session of 
the General Assembly make many changes to the 
income tax law. A couple of these changes that will 
affect many MD taxpayers are the amount allowed 
for an exemption(s) and the tables for the Tax Rates & 
Brackets. In addition, local income tax rates remained 
the same except for two counties, Anne Arundel 
decreased .0256 (2011) to .0249 (2012) and Queen 
Anne’s increased .0285 (2011) to .0320 (2012).

Exemptions. Each Maryland taxpayer receives an 
exemption of $3,200 for themselves and each claimed 
dependent. Depending on your adjusted gross income 
and filing status, the amount of the exemption could 
be reduced to zero. Taxpayers filing jointly, or as sur-
viving spouse or head of household with federally 
adjusted gross income of less than $150,000 will get  
$3,200 for each exemption. However the exemption 
is reduced by 50% for every $25,000 over $150,000 
until it reaches zero. For all other tax filers with feder-
ally adjusted gross income of less than $100,000 they 
will get $3,200 for each exemption; however, the 
exemption is reduced by 50% for every $25,000 over 
$100,000 until it reaches zero. This will have minimal 
effect on most returns compared to last year when 
exemptions were reduced by 25% for every $25,000 
(see top table on right).

Tax Rate Schedules I & II. The amount of taxes 
paid depends on your taxable net income. The number 
of brackets remains the same; however the taxable 
net income ranges have changed. The top rate for 
2012 is 5.75% for taxable net income over $250,000; 
last year it was 5.5% taxable net income of over 
$500,000. The tables on right include an example 
using each table with taxable net income of $310,000. 

Changes were made in May 2012 and are effective for 
tax years beginning after December 31, 2011.

Changes in the Individual Tax Rates for Maryland Starting with 2012

Federal Adjusted
Gross Income

Exemption
Amount

Federal Adjusted
Gross Income

Exemption
Amount

$150,001 – $175,001 $1,600 $100,001 – $125,000 $1,600

$175,001 – $200,000 $800 $125,001 – $150,000 $800

In excess of $200,001 $0 In excess of $150,001 $0

Taxpayers Filing Jointly, Surviving
Spouse, Head of Household Returns

All Others
(Excluding Dependent taxpayers)

Taxable Net Income is:
Over But Not Over

Maryland Tax is:

$3,000 $100,000 $90 plus 4.75% of excess over $3,000

$100,000 $125,000 $4,697.50 plus 5% of excess over $150,000

$125,000 $150,000 $5,947.50 plus 5.25% of excess over $300,000

$150,000 $250,000 $7,260.00 plus 5.5% of excess over $500,000

$250,000 ------- $12,760.50 plus 5.75% of excess over

Taxpayer filing single, married filing separate, or as a dependent (Tax Rate Schedule I)
• Taxes for 2012 would be $16,210 ($12,760 plus $3,450 (5.75 of excess over $250,000)) 

• Taxes for 2011 would be $15,097.50 ($14,572.50 plus $525 (5.25% over $300,000))

Taxable Net Income is:
Over But Not Over

Maryland Tax is:

$3,000 $150,000 $90 plus 4.75% of excess over $3,000

$150,000 $175,000 $7,072.5 plus 5% of excess over $150,000

$300,000 $225,000 $8,322.50 plus 5.25% of excess over $175,000

$500,000 $300,000 $10,947.50 plus 5.5% of excess over $225,000

$300,000 ------- $15,072.50 plus 5.75% of excess over $300,000

Taxpayer filing joint return, head of household or qualifying widow/widower (Tax Rate Schedule II)
• Taxes for 2012 would be $15,647.50 ($15,072.50 plus $575 (5.75 of excess over $300,000)) 

• Taxes for 2011 would be $14,947.50 ($9,447.50 plus $5,500 (5% over $200,000))



Client Profile:
Bormel, Grice & Huyett, P.A. is proud to feature our client, Window Consultants, 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, Marlene Collins, Mike Myers, Steve Hartong, Tina Megofna, and John Watkins.

 BGH NEWS

Larry Bormel and Catherine G. 
Newman appeared on the Bowie 
Business Journal interview program 
in December. The subject was Tax Tips 
for Business Owners. Bowie Business 
Journal is sponsored by the Greater 
Bowie Chamber of Commerce and is 
hosted by Cindy Freland. You can view 
the interview on YouTube and on our 
website www.bormel-grice.com.

Larry Bormel is now a member of 
the Howard County Hospital Corporate 
Giving Committee. 

Bormel, Grice & Huyett, P.A. was 
recently honored by Laurel’s Mayor 
Craig Moe, along with other businesses, 
in recognition of doing business in the 
City of Laurel for more than 20 years. 
Our firm was established in 1968 and 
has continued to serve our clients in the 
Greater Laurel Area for almost 45 years.

Barry Fields was recently voted to the 
Board of the Howard County Green 
Business Council. 

Congratulations to Bette Anne and 
Steve Sanders on the birth of their 
first grandchild, Camden Johnson.

The 2012 BGH Staff Awards were 
presented at our annual staff retreat 
in September to the following very  
deserving staff members:

Thumbs Up –  
Ron Rendle

Most Improved –  
April Miller

Certificate of Appreciation –  
Dawn Milam 

Window Consultants, Inc. was conceived and 
incorporated in Maryland nearly 25 years ago by 
Steve Downing, with the intention of serving the 
Baltimore construction market as the ‘go to’ source 
for all things commercial glass and window related.  
In the many years since, with the help of his wife 
Adrian, and a staff of more than a dozen quality 
professionals, the company has morphed into one of 
the regions finest design and installation companies, 

specifically concentrating on custom architectural 
windows and aluminum curtain-walls. Their market 
share has expanded to include the tri-state area and 
they have recently opened a sales office on the gulf 
coast of southern Florida.

Their commercial contract experience includes office 
buildings, hospitals, sports facilities and hotels and 
utilizes a broad spectrum of products—from alu-
minum storefront and curtain-wall to translucent 
panel systems. The staff is regularly engaged in the 
private education sector, providing seminars, budget 
analysis, architectural design review, spec-writing 
assistance and product sales—all culminating in a 
first quality installation.

They have a proven track record when it comes 
to competitive bidding in the public sector, with a 
special emphasis on the Maryland public school sys-
tem. In 2012, they completed their one-hundredth 
Baltimore County Public school window replace-
ment project.

With a fully organized architectural division, they 
have the ability to supply in house AutocadTM  

detailing and design for their projects, from incep-
tion to final close-out. In addition, they can provide 
spec-writing, energy auditing, and budget analyzing 
to meet the needs of a clients particular project.

Their unique approach to satisfying customers is 
thorough, efficient and results oriented. Their goal 
has always been to show their customers a whole 
new way of looking at windows.  ■

 
 
To learn more about Window Consultants, Inc., 
visit http://window-consultants.com.   

Office 
Space

P r e m i u m

Golf Course

n o w  a v a i l a b l e

3000&6000
Square feet

overlooking 18th 
hole of golf course

14409 Greenview Drive, LaureL, MaryLanD

CaLL Marlene Collins at 301-953-3259  
for More inforMation.

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 various client websites. Your comments and feedback are 
welcome and appreciated.

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


