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2007 is quickly coming to a close — 
time to consider strategies that can help 
reduce your income tax burden for both 
your practice return and your individual 
return.  The goal of tax planning is to 
help you minimize your federal and state 
income tax liability.  This is typically 
accomplished by reducing taxable in-
come or accelerating deductions.  The 
following strategies could be advanta-
geous, especially if you expect to be in a 
different tax bracket next year.   

Practices: Your practice may elect 
under Code Section 179 to currently 
deduct the cost of qualifying assets in-
stead of depreciating them over the 
specified tax lives.  For 2007, the federal 
maximum amount that may be expensed 
for new assets has been increased to 
$125,000 per year.  The deduction be-
gins to phase out when property pur-
chased exceeds $500,000.  Also, you 
cannot expense more than the amount of 
your business’ taxable income.  If you 
are making extremely large capital ex-
penditures, it is sometimes more benefi-
cial to spread the amount over a two year 
period.  Furthermore, vehicles in excess 
of 6,000 pounds are limited to a Section 
179 deduction of $25,000.  Not all states 
allow the full amount of Section 179 to 
be deducted for state purposes, so con-
sult your tax advisor for further details. 

Hiring a family member to work for 
your business can create tax savings for 
you by shifting business income within 
the family.  Be aware though that the 
IRS can question compensation paid to a 
family member that does not seem rea-
sonable, considering the services actu-
ally performed.  Also, be sure to comply 
with child labor laws.  If your business is 
a sole proprietorship and you hire your 
child who is under age 18, the wages that 
you pay your child are not subject to 
FICA taxes.  As is the case with wages 
paid to all employees, wages paid to 
family members are subject to withhold-
ing of federal income and employment 
taxes, as well as certain state taxes.   

Individuals: If you buy a new, quali-
fying vehicle, either hybrid or powered 
by fuel cells, advanced lean-burn tech-
nology, or alternative fuels in 2007, you 

may be eligible for a tax credit.  Some-
thing that the car dealers may not tell 
you (or know) is that the credit cannot 
be used to offset Alternative Minimum 
Tax.  So, if your regular tax liability 
does not exceed your AMT liability, 
you will not be able to claim the credit. 

A lifetime tax credit of up to $500 is 
available for the costs of making certain 
energy-efficient improvements to your 
principal residence, including energy-
saving exterior doors, windows, insula-
tion and certain metal roofs.  The credit 
is also available for the installation of 
equipment, such as a furnace or water 
heater, meeting specified standards for 
energy efficiency. 

For 2007, the maximum 401(k) em-
ployee deferral is $15,500.  Employees 
who will be at least age 50 by the end 
of the year may make an additional 
catch-up contribution of $5,000.  Maxi-
mizing retirement contributions are a 
great way to defer income tax and save 
for the future. 

For 2007, a taxpayer can transfer a 
gift of $12,000 to an individual without 
federal gift tax consequences.  Married 
couples can gift $24,000.  The best 
planning would be to make any gifts for 
2008 in January. 

Other opportunities that taxpayers 
may want to take advantage of: 

To delay income to the following 
year, you may want to: 

 Defer compensation and year-end 
bonuses. 

 Defer the sale of capital gain prop-
erty. 

 Postpone receipt of distributions, 
other than required minimum dis-
tributions, from retirement ac-
counts. 

Planning for investment gains can 
reduce your tax bill significantly.  Tax 
rates on ordinary income and short-term 
capital gains are currently as high as 
35%. If property is held for more than 
one year before it is sold, the gain is 
generally subject to reduced long-term 
capital gain rates of 15%, 0% in 2008 if 
you are in a tax bracket of 15% or less.  
Also, capital losses are fully deductible 
against capital gains.  Consult with 
your investment advisor about generat-
ing losses to offset your gains.  Losses 
in excess of gains can be deducted 
against ordinary income up to $3,000 a 
year, with remaining losses carried for-
ward to later tax years.  It is especially 
important to take losses in a year when 
you have large capital gains to avoid 
the possibility of loss-carryovers.   

To accelerate deductions into this 
year: 

 Consider paying medical expenses 
in December rather than January, if 
doing so will allow you to qualify 
for the medical expense deduction.  
Keep in mind that medical ex-
penses are subject to a 7.5% AGI 
limitation, so are not readily de-
ductible by all taxpayers. 

 Prepay deductible mortgage inter-
est. 

 Make state tax payments prior to 
year end, but since most taxpayers 
are now impacted by the Alterna-
tive Minimum Tax (AMT), making 
state tax payments this year may 
not be advantageous, so check with 
your tax advisor first.  

 Make alimony payments early. 
 Make next year’s charitable contri-

butions this year (consider a dona-
tion of appreciated securities held 
more than one year). 

By Rhonda Wade, CPA, CFP, CMPE, 
Senior Healthcare Consultant, SCCH 
Healthcare Division 
 

 
Editor’s note: If you would like to 

explore any of these options further or 
have us run some different scenarios 
for you or your business, please do not 
hesitate to contact us. 
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In your practice (as with any busi-
ness) there are only two ways to im-
prove the bottom line: increase reve-
nues or reduce costs.  You, with help 
from your professional advisors, 
should strive to do both, but our fo-
cus in this article is only on the lat-
ter—specifically, how can a physi-
cian’s office reduce the cost of its 
health benefits (one of the largest 
expenses associated with operating 
your office practice)? 

For example, from 2000 through 
2006 health insurance premiums in 
some areas increased as much as 
75.6%, compared to an overall rate 
of inflation of 17% during the same 
period. 

Do you really need to pay so much 
for health insurance, given that most 
health premium dollars are used to 
pay for hospital care, pharmaceuti-
cals, outpatient testing, administra-
tion, and so forth, and not for physi-
cian services?  The answer is an em-
phatic NO, if you are prepared to 
become a ‘smart’ purchaser of health 
benefits. 

Traditional approaches to purchas-
ing health insurance in this country 
are both inefficient and antiquated.  
However, since January of 2004, 
physicians and other employers have 
had a new option available to them 
called a High Deductible Health Plan 
(HDHP) with a Health Savings Ac-
count (HSA), part of the movement 
toward “consumer-driven health 
care” that is sweeping across the 
United States.  Its popularity, accord-
ing to the Wall Street Journal, de-

rives from the fact that “HSAs put 
individuals in charge of their own 
‘cost containment’, rather than the 
government or HMOs.” 

Insurance is a means for the pool-
ing of risk to protect individuals 
from large, unpredictable financial 
loss.  It is NOT an effective way to 
protect people from relatively small, 
routine, predictable expenses.  
When used this way, you are 
“trading dollars” with your insur-
ance company and wasting money 
along the way.  Automobile insur-
ance policies do not pay for oil 
changes and worn tires. Most em-
ployee health benefits plans are 
structured in a way that does not 
make economic sense. 

At little or no cost to you, your 
practice can provide for many of the 
routine, uncomplicated, day-to-day 
healthcare needs of your employees; 
thus, there is no need to insure for 
these services.  It is relatively easy 
for you to eliminate the “trading 
dollars” phenomenon with your in-
surance company.  When you do so, 
you can expect an approximately 
40% decrease in your monthly 
health insurance premiums.  Here 
are a series of recommended steps: 
1.Make the decision to be proactive 
about your health insurance costs.  
Educate yourself and your employ-
ees about HSAs and consumer-
driven healthcare. 
2.Evaluate your options for HSA 
coverage. (Consider various levels 
of high deductible and HSA funding 
strategies.) 
3.Consult with your employees; 
explain the problem and possible 
solutions. 
4.Determine the best course and 
implement your program with 
choices for your employees. 
5.After six months, evaluate the 
effectiveness of your strategy. 

Make sure that you are getting 
good advice from your broker.  
Most brokers (including this one) 
receive commission-based compen-
sation.  This means that when your 
premiums are higher, broker com-
pensation is also higher.  This does 
not mean you are getting bad ad-
vice, but do not assume that you are 
getting the best advice.  Ultimately, 
it is up to you to be sure that you are 
getting the best value for your 
health insurance premium dollars. 

Health insurance is a risk to be 
managed, like any other business 
risk.  We recommend, not only for 
your employees but also for all of 
your patients, implementation of 
basic healthcare risk management 
principles.  As a society, it is criti-
cally important to bring economics 
back into the healthcare system.  It 
will not happen overnight, but the 
net result can be a healthcare system 
with greater focus on improving 
quality and reducing costs, a result 
in which we can all be proud. 
By David Edman, Managing Partner of 
Risk Management Partners LLC  
© 2007 Risk Management Partners LLC 
About David Edman: David Edman is 
the Managing Partner of Risk Manage-
ment Partners LLC, a health care bro-
kerage and consulting firm in Wayne, 
Pennsylvania.  He has worked in the 
health care industry for over 30 years, 
and is a Senior Scholar in the Depart-
ment of Health Policy at Jefferson 
M e d i c a l  C o l l e g e .   V i s i t 
www.APathToBetterHealth.com to 
learn more about healthcare costs and 
savings or contact Mr. Edman by call-
ing (610) 975-4415 or emailing  
david@rmpllc.biz. 
 
Editor's Note: Practices can offer an 
HSA option to employees along with 
traditional HMO or PPO plan options.  
Consult your carrier for details about 
offering an HSA option at your next 
renewal and what the cost savings to 
your practice might be. 
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Monthly Reports: 
Review the following reports 

monthly: Insurance A/R, Patient 
A/R, and Credit Balances (based 
on date of service). 

Insurance Reports: Note the 
oldest and highest dollar amounts 
first.  Start with your top five car-
riers.  Look for problem trends.   
Have your staff establish a rela-
tionship with a Customer Service 
Representative at each Insurance 
Carrier with whom you partici-
pate. 

Patient Responsibility Re-
ports:  Note the oldest and high-
est balances first.  Your staff 
should only speak with the patient 
or the responsible party about 
these balances, following a script 
your manager has approved.  You 
can allow patients to make 
monthly payments or, under cer-
tain cirsumstances, offer dis-
counts on large balances if the 
patient agrees to pay in full.  Of-
fer your staff overtime, financial 
incentives or time-off based on 

(Continued from page 3) their collection rates. Consider 
an evening or weekend phona-
thon with prizes. Consider im-
plementing a dunning system, 
or review and update the one 

you are using, reconsidering the 
timeframes originally set up. 

Credit Balance Reports: Re-
view this report monthly.  State 
and Federal Regulations require 
that credit balances be reviewed 
and returned immediately upon 
being identified.  These over-
payments, if not returned, are 
subject to interest or fines 

 If your credit balance report 
continues to be large month af-
ter month, a complete audit 
should be performed to deter-

mine why.  Errors may include 
duplicate postings and incorrect 
posting of payments and/or 
credit adjustments. 

Be sure payment posting is 
done by your most talented per-
son.  Someone who has a lot of 
billing experience will be more 
likely to identify denial trends, 
miscoding, inappropriate bun-
dling, and zero pays.  Remember 
that credit balances affect the 
bottom line of your Accounts 
Receivable.  Your system may 
be capable of running an A/R 
report excluding credits.  If not, 
your system will subtract the 
credits from the A/R number, 
creating a reduced A/R amount 
which is not entirely accurate. 
By Cathy Pierce, Healthcare Con-
sultant, SCCH Healthcare Division  

Editor’s note: Please contact the 
Healthcare Consulting Division of 
Watkins Uiberall, PLLC if you have 
questions or would like us to help 
you develop an A/R Clean Up Ac-
tion Plan. Please let us know if we 
can be of assistance to your billing 
staff in achieving and maintaining 
control of your A/R. 
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Randy Gammill, Audit-
Manager, is also a CPA. 
Randy has been with WU 
since 1998, when he began 
practicing public accounting. Randy is 
certified as a Public Account in both 
Tennessee and Mississippi. He cur-
rently plans and performs healthcare 
audits, not-for-profit and governmen-
tal audits, and single compliance en-
gagements in our Tupelo, MS office. 
Kimberly Lind, Audit Staff/In 
Charge, is designated as a 
Certified Public Accountant. 
She joined WU in 2003. Kim 
also plans and performs 
healthcare, not-for-profit, and govern-
mental audit engagements. 

Meet the Watkins Uiberall 
PLLC Healthcare Services 
Team: 
 
B. Cobene Watkins, Member, 
holds the designations of Certi-
fied Public Accountant and Certified 
Medical Practice Analyst. Ben joined 
Watkins Uiberall PLLC in 1988 and 
became a Member in 1996.  He has been 
in Public Accounting since 1985.  He 
has been certified as a Public Account-
ant in Alabama, Arkansas, Florida, Illi-
nois, Iowa, Louisiana, Mississippi and 
Tennessee. Ben has extensive experi-
ence in health care consulting, cost re-
porting, and non-profit and for-profit 
audits.  

Katie Cervetti, Audit Staff, is 
a Certified Public Account 
also. She has been with WU 
since 2006 and plans and per-
forms healthcare, not-for-profit, and 
governmental audit engagements. 
Virginia Pierce, Administra-
tive/PAC, joined WU in 2003 
and provides scheduling, com-
munication, coordination, and 
production.  
Mary Ann Lucas, Medical Compli-
ance Analyst, joined WU in 2007. She 
reviews medical records for compli-
ance assessment and analyzes 
the performance of physician 
practices and healthcare or-
ganizations. 
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