Thinking of dental
equipment parchases at the

year end?

By Allen M. Schiff, CPA, CFE
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For more on this topic, go to www.dentaleconomics.com
and search using the following key words: dental equipment
purchases, year: end, depreciation, Section 179, Allen V. Schiff.

s the end of 2011 quickly approaches, many of you are ask-

ing yourselves, what can be done that will not only save the

current year’s income taxes, but will also have a continuing
benefit for your dental practice along with the associated delivery of
your oral health care services?

You may want to consider some capital acquisitions. What is the
condition of your dental equipment? Is the furniture in your recep-
tion area showing wear or is it from the 1970s? What about your
operatories? Are they state-of-the-art or are they showing their age?
Finally, what about the computer equipment in your front office?
Most current software will not run on old computers. A Pentium
IV computer with four gigabytes of RAM just doesn’t do the job in
today’s high speed world.

You acknowledge that some of your equipment has seen better
days. But what’s in it for you, you may wonder. That’s a valid question.
On one hand, there is the intangible benefit of your patients seeing
an up-to-date, state-of-the-art office. There is also the benefit to you,
knowing that your equipment is new and will make your job easier,
and perhaps allow you to do more dentistry in the same amount of
time.

What are the tax consequences of purchasing

i ?
There is an immediate tangible tax benefit of purchasing new dental
equipment. Under the current 2011 income tax law it is like a Chi-
nese menu, for there are various methods for depreciating qualifying
equipment purchases under any of the following:

e Section 179 write-off — Up to 100% im-
mediate write-off of your equipment

® 100% bonus depreciation — You may elect
out of the 100% bonus depreciation

® 50% bonus depreciation — You may imme-
diately write off 50% of the cost and depreciate
the remaining 50% of the cost

® You may use normal depreciation over the
equipment’s useful life

Below is a brief explanation of each

Section 179 deduction — the maximum de-
duction for 2011 is $500,000. The Section 179
deduction is reduced dollar-for-dollar for quali-
fying equipment purchases over $2 million in
2011. The Section 179 deduction is on an asset-
by-asset basis and not by the year-life class as
mentioned above.

100% or 50% bonus depreciation is unlim-
ited in amount and may cause a net loss. The
problem with bonus depreciation is that it is “all
or nothing” for equipment in a year-life class. A
year-life class can be described in lay terms as
all “computer equipment” or all “dental equip-
ment.”

Bonus depreciation is available only to first
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use owners (new equipment). For leased equipment, that
means it is available to the lessor and not the lessee. Sec-
tion 179 is available for either new or used equipment.
Unlike bonus depreciation, Section 179 deduction can-
not create a net loss. To the amount that the Section 179
would create a net loss, that amount is carried forward
and may be used in future years.

For example, assume you spent $300,000 for new
dental equipment, including $125,000 for CAD/CAM
equipment (this is all five-year life property), and $50,000
for new furniture in your reception area (this is all seven-
year life property). Under the 100% bonus depreciation,
you would either claim a deduction of $300,000 for dental
equipment or $50,000 for your reception area.

In other words, the bonus depreciation is based on your
year life property (five years and/or seven years). Under
Section 179 you could elect to expense the $125,000 for
the CAD/CAM and the remaining $225,000 would be de-
preciated normally. And, just to add another level of com-
plexity, it is possible to claim Section 179 on certain assets
and then bonus depreciation on the remaining assets.

Assume 2011 dental equipment acquisitions total
$300,000.

Assume: Section 179 depreciation  $300,000
"Tax Savings (40% Tax Bracket) ($120,000)
= Net Cost, after 2011 Tax Savings $180,000

Your last option would be to elect out of the 100%
bonus depreciation, not take any Section 179 deduction,
and depreciate the equipment normally over its useful
life. You may wish to consider this option if you have taken
on considerable debt with respect to your equipment
purchases. The future depreciation deductions will help
provide a shelter to the cash needed to service the debt
through income tax savings.

As you can readily see, there are a significant number
of depreciation decisions available for 2011. It is likely
that the best one for your particular case will be some
combination of each of the methods discussed above. Be
sure to consult with your dental CPA. He or she will be
able to show you various solutions and help you decide
which is best for you. DE

Allen M. Schiff, CPA, CFE, is a founding mem-
ber of the Academy of Dental CPAs (www.
adcpa.org). This group of very knowledgeable
CPA firms across the nation specializes in prac-
tice-management services to the dental indlustry.
Schiff serves on the ADCPA Executive Committee
and is the chairperson of the ADCPA Marketing Committee.
Reach him at (410) 321-7707 or at ASchiff@Schiffcpa.com.
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salivary diagnostic test

‘The OraRisk® HPV test determines
who is at increased risk for oral
HPV-related oral cancers.

Advancing Patient Wellness Through
Salivary Diagnostics :

Studies reveal that the human papillomavirus, particularly HPV-16,

has been definitively implicated in.oral cancers.!? In fact, over 50% of
oropharyngeal tumors contain the HPV.genome (DNA).? Early detection
of oral HPV is a fundamental element of a patient's overall wellness plan.

The OraRisk® HPV.salivary diagnostic test is a non-invasive, easy-to-use
screening tool to identify the typels] of oral HPV; a mucosal viral infection
that could potentially lead to oral cancer. The test enables clinicians to
establish increased risk for oral cancer and determine appropriate
referral. and monitoring conditions.

To order OraRisk® HPV testing supplies,
contact your Henry Schein® representative at
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