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Healthcare Changes

Hello, and welcome to our new
newsletter.
Over the years I have observed
that well-informed clients do a
much better job of taking care of
their finances and building a secure
and prosperous future. Newspaper,
television and radio will keep you
informed of the day-to-day market
fluctuations. This newsletter will
take a longer view, covering some of
the underlying fundamentals and
changes to laws that affect business
and personal finances.
I hope you enjoy the newsletter
and find the information helpful. I
look forward to hearing back from
you on any topics that you would like
to see covered in upcoming issues.

Dwain Smith, CPA
Help Us Name
Our Newsletter
Send your suggestions by
Nov. 15 to
teresa@smithandcompanycpas.com
If your suggestion is chosen, you will
win a $50 gift certificate.

On March 9, Speaker of the House Nancy Pelosi stated that
“we have to pass the bill so that you can find out what is in it, away
from the fog of the controversy.” Well, the bill did pass, all 2407
pages of it, and bit by bit more of the details have filtered out.
Within the first week, John Deere reported $150 million in
increased costs for 2010 due to the new bill, Caterpillar $100
million for 2011 and AT&T reported a $1 billion charge. Many
companies are evaluating dropping prescription drug benefits
for retirees, shifting millions of people over to the Medicare
drug program.
In April, business owners were surprised to find out that
starting in 2012, they will have to issue 1099s to corporations,
not just individuals. If you buy more than $600 of supplies from
Office Depot, you will have to send them a 1099.
On May 11, the Congressional Budget Office reported that
administrative coasts and discretionary spending would add
another $115 billion to their earlier cost estimate.
On June 11, a draft report from the IRS, the Department of
Labor, and the Department of Health and Human Services, was
made public, stating that most existing employer health care
plans were likely to disappear within three years: “the Departments’ mid-range estimate is that 66 percent of small employer
plans and 45 percent of large employer plans will relinquish
their grandfathered status by the end of 2013 … and the highend estimates are 80 percent and 64 percent, respectively.”
The next day, the President used his weekly address to urge
passage of another $22.9 billion in payments to Medicare doctors
for this year (ten year cost of $208 billion), funding that had been
stripped out of the health care bill to make it appear cheaper so it
would be easier to pass.
If you are confused about
exactly what the health care bill
includes, you are not alone: no
one in Congress read the whole
bill before voting to approve it.
To help you out, on page 3 we
have a chart showing some of the
key provisions affecting most taxpayers and business owners and
when they will take effect. To
find out exactly how they will
affect your personal finances or
that of your business, schedule a
consultation with our office.

Meet Dwain Smith
Dwain Smith grew up in
Hanover, following a long line of
Smiths that have made the town
their home since the mid-1700s. He
first received a degree in computer
science and then pursued an
agribusiness degree from Penn State,
which included studying economics.
“I took my first accounting
courses and discovered that it was
something I really liked,” says Dwain.
“I love helping my clients become
successful in business and reach
their financial goals.”
So he switched his focus and
graduated with a degree in accounting
with a minor in economics. After
graduation, he worked for a regional
firm in Lancaster until Andrew
Smith asked him to return to
Hanover and join him as a partner.
When his partner retired in 1999,
Dwain became the sole owner of the
practice.

“We are involved
with our clients throughout
the year, helping them
succeed,” says Dwain.
“We are not just a scorekeeper who tallies up
their earnings after the
year is over in order to file the tax
returns.”
In fact, he sometimes gets
involved before there even is a
business, helping to get it organized
right from the start.
Dwain and his wife, Susan, a

technology trainer for Lincoln
Intermediate Unit, have been married
for 32 years. They have three
children: Dwain, a book editor for
Congressional Quarterly; Jenna,
manager of the Treasures store on
York St.; and Matthew who is a
member of the accounting firm.
Dwain is the past president of
the Lions Club, on the board of
directors of the Visiting Nurses
Association and is involved with the
finances of Delone Catholic High
School. Although he is a big Penn
State football enthusiast, he will still
provide top notch service to alumni
of Maryland or other rivals.

What Our Clients Are Saying

Sixteen years ago, my wife, Ellen, and I started Keith Smith Concrete. Starting with a staff of three,
we now have 38 people out in the
field doing everything from warehouse floors to residential patios.
Dwain Smith has been with us
every step of the way, guiding us in
the first steps of setting up our business to managing our payroll, taxes,

reporting, accounts payable and employee retirement plan.
Dwain does far more than just
keeping the books straight. Every step
of the way he has been there to guide
our financing and purchasing decisions. He keeps us informed of
changes in the tax codes and sees that
we are getting all the tax write offs
and depreciation we are entitled to.
He always makes sure we set aside
enough money to keep the business
running and to finance our retirement.
His advice hasn’t just helped Ellen and I, but all of our employees as
well. The last couple years have been
slow for the construction industry, but
with the help and guidance of Dwain
and his firm, we have never had to cut
our employees’ pay or benefits.

In my opinion, he is the best accountant in the world. We have had a
number of people beat our door down
to try and take our accounting business somewhere else, but I have never
given it a second thought. Dwain and
his staff are good, honest people and I
would recommend them to anyone.

Keith Smith

The Who, What, When
Of Healthcare Reform
When

Who

2010

Insurers/
Employers

Provide dependent coverage for adult children up to age 26 in all individual and group policies.

Health Plans

Must provide coverage without cost-sharing for certain preventive services including immunizations, preventive care for minors and certain preventive care and screenings for women

2011

2013

2014

What

Employers

Businesses with fewer than 25 employees and with an average wage of no more than $50,000
can receive a tax credit of up to 35% of the employer’s contribution to the insurance premium.

Insurers/
Employers

Elimination of lifetime coverage limits. Annual coverage limits only as approved by the Secretary of Health and Human Services.

Uninsured

Federal government to establish a national high-risk pool to provide coverage for individuals
with pre-existing medical conditions who could not otherwise obtain coverage.

Employers/
Employees

National long-term care insurance program financed though payroll deductions. All working
adults are included unless they opt out.

Employers

Companies with up to 100 employees can receive grants to offset costs of new wellness programs for their employees. The Department of Health and Human Services is authorized to give
grants totaling $200 million over a five year period to companies with up to 100 employees that
start new wellness programs for their employees.

Taxpayers

The tax on disbursements from a health savings acount or Archer medical savings account that
are not used for qualified medical expenses is raised to 20% , up from the current 10% and 15%
levels. Over-the-counter drugs not prescribed by physicians are no longer qualified expenses.

Taxpayers

Currently taxpayers can take a deduction for unreimbursed medical expenses exceeding 7.5% of
their adjusted gross income. Starting in 2013, that is raised to 10%. For those 65 or older, the
10% limit goes into effect in 2016.

Taxpayers

For individual employees earning more than $200,000 and couples more than $250,000, the
Medicare tax rate increases from 1.45% to 2.35% of any income over those thresholds. For the
self-employed, the rate increases from 2.9% to 3.8%.

Investors

Currently the Medicare tax only covers wages. Beginning in 2013, a 3.8% tax must also be paid
on net investment income (not including 401(k) plans) for individuals with an adjusted gross
income of $200,000 or couples with an AGI of $250,000.

Taxpayers

Maximum contribution to a flexible spending account reduced to $2500.

Individuals

All citizens and legal residents required to purchase a qualifying insurance plan. The IRS will
track whether individuals have such coverage. If not, they will exact a penalty equal to the greater of (a) $695 for an individual or $2085 for a family; or (b) 2.5% of income over the tax filing
threshold—currently $9350 for singles and $18,700 for couples.

Individuals

Federal government will provide tax credits/subsidies for insurance purchases to individuals and
families with incomes of 133% to 400% of the federal poverty line.

Employers

If 50 or more employees, if even one full time employee is receiving a premium tax credit, the
company is subject to a $2000 penalty per employee, excluding the first 30 employees.

Employers

Companies with 200 or more employees are required to automatically enroll employees into insurance plans, but employees can opt out.

Act Now to Receive Amnesty
The Pennsylvania Treasury
requires that businesses and nonprofit organizations file an
unclaimed property report by
April 15th each year. This can
apply even if they do not have any
unclaimed property in their
possession. In addition to tangible
items such as jewelry, collectibles,
musical instruments and contents
of safe deposit boxes, unclaimed
property includes items such as
uncashed checks, refunds,
customer overpayments or
security deposits.

After a specified period of
time, the unclaimed property must
be reported and turned over to
the state. The state is then
responsible for attempting to
return the property to its owner.
In most cases, this applies when
“no contact has been made with
the owner for a period of five
years or there has been no
customer-generated activity on
the account for five years,” but
there are exceptions. For example
any payroll or commissions must
be reported after two years.

This year the Treasury will
waive the penalties and interests
for property holders that
voluntarily come forward and
enter the Amnesty Program by
October 31. Contact our office to
find out if you qualify and to get
assistance in filing your return.

OOPS —THERE’S A TYPO
We have hidden a typo in our newsletter. Be the first to find it and email us at teresa@smithandcompanycpas.com.
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