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New Employee Regulations

Hello,
As another year draws to a close, it
is time to conduct a thorough tax and
financial review. This year, as always,
there have been changes to the tax laws.
Further complicating matters is the implementation of the mandates and penalties associated with the Healthcare
Act, which we discuss on Page 2.
At this point, the tax rules are still
in flux. Normally Congress will approve
a set of deductions and credits known
as “extenders,” but so far they haven’t
done so. That means we will have to
wait until after the November elections
to see what happens.

While Congress can wait until December 31 to make a decision, like they
did two years ago, you don’t have that
luxury. You need to decide early enough
to take the right steps to minimize your
taxes no matter what actions Congress
and the President take. To ensure that
you are prepared, call our office today
to schedule your end of year tax planning meeting.

Dwain Smith, CPA

While President Obama signed an
executive order in January requiring
that workers under new federal contracts be paid a minimum of $10.10
per hour, it doesn’t look like Congress
will follow his directions and approve
a similar increase in the minimum
wage for non-federal employees.
However, there are likely to be
changes to which salaried employees
are exempt from being paid overtime
under the Fair Labor Standards Act.
On March 13, President Obama issued
a memorandum to the Secretary of
Labor stating that “regulations regarding exemptions from the Act’s overtime requirement … have not kept up
with our modern economy. Because
these regulations are outdated, millions of Americans lack the protections of overtime and even the right to
the minimum wage.” He then ordered
the Labor Secretary to “propose revisions to modernize and streamline the
existing overtime regulations.”
Five days later, speaking to the
International Association of Fire
Fighters, Labor Secretary Tom Perez
gave additional details on what he and
the president had in mind. One point
the administration wants to do is to
raise the minimum salary someone
can be paid and be exempt from overtime from the current $455 per week,
perhaps to $900. The other is to reduce the number of employees, such
as store and restaurant managers, who
are exempt from overtime, even if
much of their time spent on the job
does not consist of managing others.
Perez referred to a case where the
appellate court ruled that, "While she
catalogs the non-managerial jobs that
she had to do, claiming that they occupied most of her time, she does so
without recognizing that during 100

percent of the time, even while doing
those jobs, she was also the person
responsible for running the store."
“I think that’s wrong,” said Perez.
“The president thinks that’s wrong.”
Over the summer, Perez met
with groups representing employees
and employers and the Department
of Labor is scheduled to issue a Notice of Proposed Rule Making in
November.
A major concern, though not the
one that Obama and Perez are looking to address, is that the current law
dates to 1938 and wasn’t geared to
today’s economy. Unlike the Depression-era factory workers the law
was designed to help, employees
now are often highly educated and
they enjoy the flexibility of working
from home or checking their emails
after hours with their smartphones.
If the new regulations are too
rigid, they can severely reduce this
flexibility, because fewer employees
will be classified as exempt and so
employers will be responsible for
tracking every moment that employees are working. We will keep you
informed as this develops.

Healthcare Updates

April marked the end of the first
phase in the deployment of the Affordable Care Act (ObamaCare), with
the closing of the extended individual
insurance enrollment period, and
President Obama proudly proclaiming
that more than 8 million people had
enrolled. A June Kaiser Family Foundation survey found that of those who
signed up, more than half (4.6 million) were people who did not already
have insurance, however, many later
lost coverage due to non-payment or
failure to provide evidence of eligibility. Millions more obtained coverage
through Medicaid or staying on their
parents’ insurance plans.
With the initial rollout out of the
way, it is time to turn our attention to
what’s coming next: the mandates,
taxes and penalties.
Individual Mandate - Those
who do not purchase qualifying health
insurance must now pay a tax called
the “shared responsibility payment” of
$95 per adult or 1% of income, whichever is greater. In 2015 the tax rises to
$325 per adult or 2% of income. In
2016 and subsequent years it is $695
per adult or 2.5%. Children are taxed
at half the adult rate.

Employer Mandate - The employer mandate - the requirement that
employers provide insurance that meet
specified levels of service coverage
and are considered “affordable” - was
also supposed to go into effect this
year. In June 2013, however, the Administration delayed the employer
mandated until 2015 since it didn’t
have the systems in place that would
be needed for companies to comply.
On February 10, 2014 the Treasury
Department issued the final regulations
for the employer mandate, including:
 Companies with 100 or more fulltime (30 hours/week) employees, must
offer coverage to 70% of full-time
employees in 2015 and 95% in 2016.
 Companies with 50-99 full-time
employees are exempt for 2015, but
must certify that they did not reduce
their workforce to stay below 100. In
2016, they must offer coverage to
95% of full-time employees.
 The plan must not cost more than
9.5% of an employee’s wages or the
federal individual poverty level.
 The plan must cover dependents up
to age 26, but does not need to cover
stepchildren, foster children or spouses.
 The plans must cover at least 60%
of the cost of covered services.
 If someone owns several smaller
companies, such as franchised shops
or restaurants, the number of employees can be combined to determine whether the mandate applies.

Small Businesses - Those with
fewer than 50 employees are exempt
from the mandate, but can purchase
group insurance through the Small
Business Health Options Program
(SHOP) Marketplace which will be
part of the Healthcare.gov site starting on November 15. Companies
with fewer than 25 employees may
receive a 50% tax credit for SHOP
purchases. The self-employed have
to use the individual marketplace.
Enrollment Period - Because
the first year’s enrollment period was
extended by more than three months
to get additional people to sign up,
the Administration decided to delay
the start of this year’s individual
open enrollment period until November 15 for plans starting January 1,
2015. Small businesses can sign up
for SHOP plans year round.

Health Reimbursement Accounts
Many small businesses have used Health Reimbursement Accounts (HRAs) or Cafeteria Plans to help
employees obtain healthcare coverage. This is no longer an option.
Under the Affordable Care Act (ACA), companies
fewer than 50 employees do not need to provide insurance, but if they do the plan must comply with all the new
federal requirements. Since HRAs and Cafeteria Plans
have a fixed annual reimbursement amount, they do not
meet the ACA requirements for unlimited coverage.

While some firms have been saying that such plans
are legal, the IRS disagrees. In May 2014, the IRS issued guidance stating that “such an arrangement fails to
satisfy the market reforms and may be subject to a
$100/day excise tax per applicable employee (which is
$36,500 per year, per employee).”
While a court may eventually rule against the IRS
on this, for now companies with 2-49 employees must
choose to either buy a qualified group plan for all employees or not provide any health insurance.

How We Spent
Our Summer Vacation
We are a bit too old for Little
League and summer camp, so this summer we did the next best thing. Between
April 15th and the start of the fall tax
season we spent plenty of time outside,
having fun while supporting some important groups serving our community.
Starting on June 20, we were a
sponsor for the Golden Visions 2nd
Annual Golf Tournament. Held at the
Hickory Heights Golf Course, the
tournament helped raise funds for the
Golden Visions Adult Day Care program (www.goldenvisionspa.com).
The next day, we joined Cedar
Ridge Golf Course as Diamond Sponsors of the 21st Annual Henny Noel
Memorial Tuition Assistance Golf

Tournament. The tournament raised
more than $10,000 for the Delone
Catholic High School tuition assistance fund, nearly $4,000 more than
last year. (www.delonecatholic.org)
In September we participated in
the 6th Annual Bocce Ball Benefit for
the Adams County Special Olympics
(soac.shutterfly.com) bocce ball team
at Scozzaro’s Restaurant in New Oxford. Bob and Lynn Massaroni sponsor the fundraiser, together with Carl
Scozzaro and other members of the
community. Fourteen teams competed
this year, including this year’s winners - The Gamesters - and two Special Olympics teams. The event raised
about $2,000.

Finally, there was the Hanover
Area
Chamber
of
Commerce
(hanoverchamber.com) and Hanover
YMCA’s Corporate & Community
Challenge which helps support workforce development. Dwain, Teresa,
Matt and Jenae joined with Brian Caler and Stephen Sherman from PeoplesBank in forming a team called the
Mighty Money Magicians. But, after
an obstacle course, go kart races, laser
tag, tug-of-war and dodge ball, it
turned out the Snyder’s-Lance team
was a bit mightier than we were. So,
congratulations to the winning team
and we will see you next year.
(Thank you to Lynn Massaroni and the
Hanover Chamber for these photos.)

Maximizing Vehicle Deductions
weight over 6,000 pounds, however, fall
into a different category of vehicle with
different depreciation rules. In 2013, for
example, most business vehicles had a
maximum first-year depreciation writeoff of $11,160, but with a large SUV
costing $50,000 that was used 100% for
business purposes, the owner could write
off 80% ($40,000) the first year.
Fuel Efficiency Credits – Both
Pennsylvania and the Federal Government offer tax incentives for electric
cars, hybrids (HEV) and alternative fuel
vehicles (AFV). The federal government
offers income tax credits of up to $7,500
for the purchase of all-electric (EV) or
plug-in hybrid vehicles (PHEV).
Pennsylvania has a range of laws
and incentives for reducing fuel consumption, including an Alternative Fuel
Incentive Grant (AFIG) Program that
provides financial assistance for AFVs,
HEVs and PHEVs as well as anti-idling
technologies for diesel-fueled trucks.
For further information, visit the U.S.
Department of Energy’s Alternative Fuels
Data Center (www.afdc.energy.gov/laws/
state_summary?state=PA).
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Here are some important tax points
to consider when buying and operating a
business vehicle.
Actual Expenses or Mileage - If
the vehicle is used for business purposes, the owner has the option of either
deducting the actual operating expenses
or taking a deduction based on the mileage driven. If the vehicle is being used
for both business and personal driving,
the deduction only applies to the business portion. Commuting counts as personal usage, not business. It is not
enough to simply paint the company
name on the side of the vehicle and then
write it all off as an advertising expense.
If the vehicle is used 100% for business, then the owner can either keep

track of all costs including the loan or
lease payments, interest, insurance, depreciation, fuel, repairs, licensing, parking, etc. and deduct these as business
expenses. Or they can track the number
of miles driven that year and deduct the
standard mileage rate set each year by
the IRS (currently 56 cents).
If the vehicle is used for a mix of
business and personal driving, keep track
of the number of miles driven for each
throughout the year and only deduct for
the percentage of driving or number of
miles that were business-related.
Buy or Lease - If you buy a vehicle, you have the option of switching
between taking the standard mileage
deduction one year and itemizing the
expenses the next. If you lease, you do
not have the option. Once you have decided to deduct the standard mileage
rate, you must stick with that method in
subsequent years.
Vehicle Weight – To avoid rewarding companies for purchasing luxury
cars, the IRS sets a limit each year on the
maximum amount that a car can be depreciated in the first year. SUVs with a

