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Presentation Overview

John D. Scott, CPA

John has more than 20 years of public accounting experience serving as a tax 
advisor to corporate, flow-through and individual clients.  He has participated in 
providing value-added tax services to clients including: tax compliance and 
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providing value-added tax services to clients including: tax compliance and 
planning, state and local tax restructuring, IRS practice, acquisition planning and 
structuring of transactions. John applies his specific knowledge of banking, 
manufacturing, agribusiness, retailing, real estate, telecommunications, and 
insurance to bring solutions to his clients. He previously worked for an 
international accounting firm. 

John is the firmwide director of tax for HORNE and serves as a member of the 
HORNE Board of Directors.
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Topics and presenters
Tax policy lessons from Katrina relative to the gulf oil spill
HORNE’s commitment

Presentation Overview

HORNE’s commitment

Health Care Reform Tax

Marsha Dieckman, CPA

Marsha serves as a partner in the firm’s tax practice.  She has extensive knowledge 
in the areas of tax consulting and compliance with a focus in not-for-profit and high-
wealth individuals.
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wealth individuals.

Marsha joined HORNE in 2001and has more than 15 years of experience. Before 
her career with HORNE, Marsha was tax manager for an international accounting 
firm.  

Professional Affiliations
American Institute of Certified Public Accountants 
Healthcare Financial Management Association
Mississippi Society of Certified Public Accountants



8/5/2010

3

Small Business Health Tax Credit (effective now)

Small businesses purchasing health insurance for employees are 
eligible for a 35% (25% for tax-exempt entities) tax credit for years 
2010, 2011, 2012 and 20132010, 2011, 2012 and 2013

In 2014, the credit percentage amount increases to 50% (35% for tax-
exempt entities)

For purposes of the credit, a small business has 
25 full-time equivalent employees or less 
the average annual wages of $50,000 or less and 
the business has to pay 50% or more of the insurance premiumsthe business has to pay 50% or more of the insurance premiums

Most Small Businesses Exempt from Penalties for Not 
Offering Coverage to Employees

Businesses with less than 50 employees are not required to provide 
health insurance coverage to employees

They are exempt from the so called “play or pay” penalty
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Penalty for Employers not Offering Coverage 
(beginning in 2014)

The penalty is assessed on large employers
50 or more full-time employees

Businesses must offer “minimum essential coverage” to avoid the 
penalty

Business pays 60% of cost

The non-deductible penalty is assessed per employee, per month
No qualifying coverage offered = $167 per employee, per month penalty 
($2,000/year)($2,000/year)
Some, but not all employees offered qualifying coverage = $250 per 
employee, per month ($3,000/year)

Example – Penalty for employers not offering coverage

Widget Company fails to offer minimum essential coverage and has 
100 full-time employees, ten of whom receive a tax credit for the 
year for enrolling in a State exchange-offered planyear for enrolling in a State exchange-offered plan

For each employee over the 30-employee threshold, the employer 
owes $2,000, for a total penalty of $140,000 ($2,000 multiplied by 70 
((100-30))

This penalty is assessed on a monthly basis
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Example – Penalty for employees receiving premium credits

Widget, Inc. offers health coverage and has 100 full-time 
employees, 20 of whom receive a tax credit for the year for enrolling 
in a State exchange offered plan

For each employee receiving a tax credit, the employer owes 
$3,000, for a total penalty of $60,000

The maximum penalty for this employer is capped at the amount of 
the penalty that it would have been assessed for a failure to provide 
coverage, or $140,000 ($2,000 multiplied by 70 ((100-30))

Since the calculated penalty of $60,000 is less than the maximum 
amount, Employer A pays the $60,000 calculated penalty

This penalty is assessed on a monthly basis

Penalty for Individuals Remaining Uninsured
(beginning in 2014)

Individuals must maintain “minimum essential coverage”
Offered by government sponsored programs
Offered under eligible employer sponsored planOffered under eligible employer sponsored plan
Offered under state insurance exchange

Penalty amount is the lesser of a flat dollar amount or percentage of 
income

2014:  $95 or 1% of household income
2015:  $325 or 2% of household income2015:  $325 or 2% of household income
2016 and later:  $695 or 2.5% of household income (indexed 
thereafter)
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“Cadillac Tax” on High-Cost Health Plans

Beginning in 2018, a 40% non-deductible excise tax is imposed on 
insurance companies based on health insurance premiums 
exceeding certain amountsexceeding certain amounts

The tax is not on employers; however, it is expected that employers 
and employees will ultimately bear the impact in the form of high 
premiums passed on by insurers

Cadillac plans are premiums exceeding
$10,200 for single coverage $10,200 for single coverage 

$1,650 additional amount for ages 55 and older

$27,500 for family coverage 
$3,450 additional amount for ages 55 and older

Additional 0.9% Medicare Tax on Wages and Self-
Employment Income (beginning in 2013)

Employee portion of Medicare tax increased by 0.9%

Applies to wages and self-employment income in excess of Applies to wages and self-employment income in excess of 
$250,000 for joint returns, $125,000 for married filing separate and 
$200,000 for all others

Employer has the obligation to withhold the additional tax on wages 
(without regard to spouse’s wages); employee is liable to the extent 
not covered by the employer

Self-employed individuals are not allowed a deduction for ½ of the 
additional 0.9% tax (0.45%)
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New 3.8% Medicare Tax on Investment Income (beginning 
in 2013)

Individuals, estates and trusts will be required to pay 3.8% tax on 
net investment income such as interest, dividends, annuities, 
royalties, rents, capital gains and income from passive activitiesroyalties, rents, capital gains and income from passive activities

Applies to the excess amount of income in excess of $250,000 for 
joint returns, $125,000 for married filing separate and $200,000 for 
all others

The additional tax is subject to individual estimated tax provisions

Cost of Employer Provided Health Coverage Reporting on 
Form W-2 (beginning 2011)

The aggregate cost of employer-sponsored coverage will be 
reported on employee’s Form W-2  

For employees participating in multiple plans, employers will have to 
disclose the aggregate value of all plans  

For example, an employee may enroll in a major medical plan, a 
dental plan and a vision plan.  In that case, employers report the 
total value of the combination of all health related insurance policies
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Tax Breaks for Medical Expenses Limited to Prescription 
Drugs and Insulin (beginning 2011)

Qualified medical expenses eligible for reimbursement are limited to 
prescription drugs and insulin

Individuals participating in of the arrangements are no longer able to 
use pre-tax dollars to reimburse themselves for over-the-counter 
drugs

Flexible Spending Account (FSA) 
Health Reimbursement Account (HRA) 
Health Savings Account (HSA) 
Archer Medical Savings Account (MSA)Archer Medical Savings Account (MSA)

New Information Reporting Requirements

Beginning in 2012, amounts paid in consideration for property and 
gross proceeds must be reported to the IRS

For example, a company purchases a used automobile for $10,000 from For example, a company purchases a used automobile for $10,000 from 
an individual whose basis is the vehicle is $5,000.  The amount paid is 
in consideration of property and the company will be required to file an 
information return with the IRS for the $10,000 payment of “gross 
proceeds”, regardless of the individual’s gain on the sale is only $5,000

Beginning in 2012, payments of $600 or more to corporations (other 
than tax-exempt corporations) must be reported to the IRS

Under current law, payments to a corporation are exempted from 
information reporting requirements
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New changes for 501(c )(3) 
charitable hospitals

Background of section 501(c)(3)
Community benefit standard since 1969
No sanctions under present law, other than revocationNo sanctions under present law, other than revocation
Section 9007 of PPACA (“healthcare act”) adds IRC Section 501(r ) 
stating that a 501(c )(3) hospital will NOT be treated as such, unless 
it

meets the community health needs assessment requirements
meets the financial assistance policy requirements
meets the requirements on charges
meets the billing and collection requirementsmeets the billing and collection requirements

Application (IRC Section 501(r)(2))

In general:
to an organization which operates a facility which is required by a State 
to be licensed as a hospitalto be licensed as a hospital
to any other organization which the Secretary determines has the 
provision of hospital care as its principal tax-exempt function or purpose

Organizations with more than 1 facility
must meet the requirements separately with respect to each such facility
the organization shall not be exempt with respect to any  facility for 
which such requirements are not separately metwhich such requirements are not separately met
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Community Health Needs Assessment

IRC Section 501 (r)(3)
An organization must conduct a “community health needs assessment”:

every three yearsevery three years
adopt an implementation strategy to meet the identified community health 
needs

“Community health needs assessment” takes into account input from:
persons who represent the broad interests of the community served by the 
hospital facility
includes those with special knowledge of or expertise in public health and is 
made widely available to the public

Written Financial Assistance Policy (IRC 501 (r)(4))

Must include:
eligibility criteria, whether is care free or discounted
basis for calculating amounts charged to patientsbasis for calculating amounts charged to patients
method for applying for financial assistance
if no separate billing and collections policy, the organization’s actions for 
nonpayment, including collections action and reporting to credit 
agencies 
measures to widely publicize the policy within the community to be 
served
include a written emergency care policy include a written emergency care policy 
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Limitation On Charges  (IRC Section 501(r)(5)) 

Organization must:
limit amounts charged for emergency/medically necessary care 
provided to those eligible under the financial assistance policy to not provided to those eligible under the financial assistance policy to not 
more than the lowest amounts charged to individuals who have 
insurance covering such care
prohibits the use of gross charges

Billing & Collection Requirements (IRC Section 501(r)(6)) 

Organization may not engage in extraordinary collection actions 
before making a reasonable efforts to determine whether the 
individual is eligible under the financial assistance policyindividual is eligible under the financial assistance policy

Section 501(r )(7) requires Secretary to issue regulations and 
guidance to carry out this section, including a definition of 
reasonable efforts
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New IRC SEC. 4959

Excise Taxes on Failures by Charitable Hospitals
if a hospital organization to which section 501(r) applies, fails to meet 
the requirement of section 501(r)(3) for any taxable year, there is the requirement of section 501(r)(3) for any taxable year, there is 
imposed a tax equal to $50,000 per year of failure

Reporting & Disclosure  (IRC Section 6033(b)(15)) 

Mandatory review by Secretary of Treasury
at least once every 3 years, of the community benefit activities (currently 
Schedule H, Form 990) of each hospital to which IRC 501(r) appliesSchedule H, Form 990) of each hospital to which IRC 501(r) applies
information reported should include the community health needs 
identified, how they are being addressed, and if not give the reasons

The audited financial statements of the organization must be 
included with the Form 990
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Effective Dates (PPACA Section 9007(f))

Section 9007 (except as provided below) applies to taxable years 
beginning after the date of the enactment

Community health needs assessment applies to taxable years 
beginning after the date, which is 2 years after the date of the 
enactment

Excise tax applies to failures occurring after the date of the 
enactment of this act

New Hire Act

Anita Hamilton, CPA

Anita is a tax partner in the Jackson, TN, office.  She primarily provides services 
in federal and state tax compliance for individuals, partnerships, corporations, 
trusts and non-profit entities. Anita works closely with clients who need multi-
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trusts and non-profit entities. Anita works closely with clients who need multi-
state taxation assistance. She assists closely-held businesses and individuals 
with complex areas of tax law including entity structuring and resolving difficult 
tax controversies with state and federal agencies.  Anita provides comprehensive 
tax and other personal financial consulting services to high net worth individuals 
and family groups and also provides retirement planning consulting services.

Anita has more than 15 years of public accounting experience including real 
estate tax law, tax ramifications and estate planning and guidance in compliance 
with government filings. 
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Tennessee Society of Certified Public Accountants

Chair of the State Taxation Committee
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Hire Now Tax Cut

Hiring Incentives to Restore Employment (HIRE) Act signed into law 
on March 18, 2010on March 18, 2010

The centerpiece of the Hire Act is $13 billion in tax breaks for private 
sector businesses to boost hiring of unemployed workers in 2010

Qualified Employer’s 6.2% Social Security Tax Liability

Forgiven for Wages Paid on Previously Unemployed New Hires for any Forgiven for Wages Paid on Previously Unemployed New Hires for any 
2010 Period Starting after March 18, 2010 through December 31, 2010

Qualified Individual And Limits

Begins Employment with a Qualified Employer After February 3, 2010 

Hire Now Tax Cut 

and Before January 1, 2011

Unemployed for at Least 60 Days Before His or Her Start Date

Maximum Value of the Incentive is $6,621 for Any Qualified Employee

Wage Cap - $106,800

Does Not Apply to Medicare Tax

May Opt Out to Take the Work Opportunity Tax Credit (WOTC)May Opt Out to Take the Work Opportunity Tax Credit (WOTC)

Certified by Signed Affidavit (IRS Form W-11)

Special Rule for First Calendar Quarter of 2010
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Business Credit

Retention of Certain Newly Hired Individuals in 2010

Retained Worker Business Credit 

Retention of Certain Newly Hired Individuals in 2010

Employers that hire new workers who qualify for payroll tax forgiveness 
and keep them on payroll for at least 52 consecutive weeks may be 
eligible for a tax credit for each of those qualifying employees

Any newly-hired employee who earns more than $16,129 during the 52 
consecutive-week period would qualify his or her employer for the full 
$1,000 retained worker credit

The credit would be taken on the employer’s 2011 income tax return The credit would be taken on the employer’s 2011 income tax return 
because of the 52 consecutive-week

Available on Both New and Used Property

The extension under the bill applies to purchases made in tax years 

Code Sec 179 Expensing

The extension under the bill applies to purchases made in tax years 
beginning after December 31, 2009, and before January 1, 2011

One year extension of Enhanced Code Sec. 179 Expensing, at the 
$250,000/$800,000 threshold levels, through December 31, 2010

The Hire Act Does Not Extend Bonus Depreciation
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Future Tax Changes
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He joined HORNE in 2010 with more than 20 years of comprehensive 
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