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How the TCJA could affect  
physician practice owners

Signed into law this past December, the Tax Cuts 
and Jobs Act (TCJA) is the most sweeping federal 
tax legislation since 1986. It includes significant 
changes for individual taxpayers, many of which 
will have a major impact on higher-income tax-
payers like physician practice owners. Here are 
some of the most notable changes.

Tax brackets

The TCJA maintains seven income tax brackets 
but temporarily adjusts the tax rates as follows:

2017 2018–2025

 10% 10%

 15% 12%

 25% 22%

 28% 24%

 33% 32%

 35%  35%

 39.6%  37%

While physicians who were in the 33% or 35% 
bracket in 2017 will see minimal or no change to 
their marginal rate, those in the top bracket will 
see a bigger rate cut. 

In addition, some physicians in the top bracket in 
2017 may drop to the 35% bracket in 2018. The 
top rates, which for 2017 kick in at $418,400 of 
taxable income for single filers and $470,700 for 
joint filers, for 2018 take effect at $500,000 and 
$600,000, respectively. 

Personal exemptions  
and standard deduction

For 2017, taxpayers can claim a personal exemption 
of $4,050 each for themselves, their spouses and any 
dependents. For 2018–2025, the TCJA suspends 

personal exemptions. But for many physicians, this 
won’t matter, because their exemption was already 
being reduced or eliminated under pre-TCJA law: 
For 2017, the exemption began to phase out at 
adjusted gross income (AGI) of $261,500 (singles) 
and $313,800 (joint filers), and it phased out com-
pletely at $384,000 and $436,300, respectively.

In theory, the TCJA partially makes up for the 
exemption suspension by nearly doubling the 
standard deduction, from $6,350 for singles and 
$12,700 for joint filers for 2017 to $12,000 and 
$24,000, respectively, for 2018. But, the increased 
standard deduction might not help too many  
physicians, because their itemized deductions  
typically exceed the standard deduction. That 
said, whether this will continue to be the case 
may be more uncertain, given that the TCJA also 
reduces or eliminates many itemized deductions.

Changes to itemized deductions

On the plus side, for 2018–2025, the TCJA suspends 
the AGI-based reduction that previously applied  
to most itemized deductions and affected many 
physicians. However, that may not do much to make 
up for the other changes to itemized deductions:

State and local tax deduction. For 2018–2025, 
taxpayers can claim a deduction of no more than 
$10,000 for the aggregate of state and local property 
taxes and either income or sales taxes. This same 
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limit applies to both single and joint filers. Physicians 
in states with high income and/or property taxes will 
be hit particularly hard, especially if they’re married. 
If these deductions typically have been your largest, 
you could even find that you’ll be better off taking 
the standard deduction for 2018.

Mortgage interest deduction. The TCJA tightens 
limits on the itemized deduction for home mort-
gage interest. For 2018–2025, it generally allows 
a taxpayer to deduct interest only on mortgage 
debt of up to $750,000. However, the limit remains 
at $1 million for mortgage debt incurred on or 
before December 15, 2017, which will significantly 
reduce the number of taxpayers affected. The 
deduction for interest on home equity debt also 
has been eliminated.

Medical expense deduction. This is one deduction 
that the TCJA enhances, albeit very temporarily. 
The threshold for deducting such unreimbursed 
expenses is reduced from 10% of AGI to 7.5% for 
2017 and 2018. You may want to bunch eligible 
expenses into 2018 to the extent possible to max-
imize your deduction. (Your practice could benefit 
this year if your patients are also seeking to bunch 
deductions into 2018.)

Miscellaneous itemized deductions subject to 
the 2% floor. This deduction for expenses such 
as certain professional fees, investment expenses 
and unreimbursed employee business expenses is 
suspended for 2018–2025. However, if you receive 
self-employment income, your self-employment 
business expenses will still be deductible against 
that income, as long as they otherwise qualify. 

Personal casualty and theft loss deduction. For 
2018–2025, this deduction is suspended except if 
the loss was due to an event officially declared a 
disaster by the President.

Charitable contributions. For 2018–2025, the  
limit on the deduction for cash donations to public 
charities is raised to 60% of AGI from 50%. How-
ever, charitable deductions for payments made in 
exchange for college athletic event seating rights 
are eliminated. 

If you’re charitably inclined, you may want to up 
your donations in 2018 to make up for the loss of 

some of your other itemized deductions. Or if  
you expect your itemized deductions to end up 
being under the standard deduction, you may 
want to start bunching your charitable donations 
into alternating years so you can itemize in those 
years and maximize your tax benefit.

Learn more

These are only some of the significant provisions 
in the TCJA that could affect you. Contact your tax 
advisor to learn more. ◗

The TCJA makes two taxes that particularly 
affect higher-income and higher-net-worth 
taxpayers like physicians applicable to few-
er taxpayers than in the past.

Beginning in 2018, the new law increases 
both the alternative minimum tax (AMT) 
exemption amount (to $109,400 for mar-
ried couples, $70,300 for singles and heads 
of households, and $54,700 for separate 
filers) and the AMT exemption phaseout 
thresholds (to $1 million for married couples 
and $500,000 for all other taxpayers other 
than estates and trusts). These amounts will 
be adjusted for inflation until the provision 
expires after 2025. 

Similarly, the TCJA doubles the estate tax 
exemption to $10 million for 2018–2025. 
The exemption is adjusted for inflation and 
is $11.18 million for 2018. But because 
the exemption doubling is only temporary, 
taxpayers with assets in the $5 million to 
$11 million range (twice that for married 
couples) will still have to keep estate taxes 
in mind in their planning.

AMT and estate tax



Physicians typically generate business plans at two 
junctures in their practice’s development: 1) when 
they want loans, or 2) when they want start-up 
capital. In other words, physicians tend not to  
get serious about a business plan until they  
need to go to a bank and ask for money. But 
there are plenty of other reasons to have a  
business plan — starting with the fact that  
you are, after all, running a business.

4 key elements

What are the key elements of a good business 
plan? It typically contains four parts:

1. Business description. Essentially, this is 
your medical practice’s mission statement. It 
could consist of a single sentence, such as: 
“To run a single-practitioner family medicine 
practice.” Or: “To run a single-practitioner 
orthopedic surgery practice focusing on sports 
and athletic medicine.”

But those examples are rather bare bones. It’s 
a good idea to include more details on your 
intended practice structure, whether you plan 
to have a partner and whom you expect your 
target patient population to be. Include your CV 
or a paragraph with a few more details on how 

you expect to fulfill your mission. 

2. Marketing plan. Marketing is a never-ending 
aspect of running a business, though it carries 
even more weight when you’re starting up your 
practice. Plan on developing a website and being 
on social media. Link to professional networking 
sites like LinkedIn. Make sure you connect with 
and visit local physicians and introduce yourself as 
a potential referral doctor. Based on your practice’s 
focus, you may even want to visit nursing homes or 
sporting events — wherever your targeted group 
of patients might be. 

In addition, ask any hospital with which you’re 
affiliated to help you market your practice. Phar-
maceutical vendors and/or representatives also 
often assist with marketing efforts. An open house 
can be another way to introduce your practice to 
the community. 

3. Financial budgets. Start-up medical practice 
budgets need a budget for the business and 
one for the household. Generally, new practices 
require about six months of working capital for 
both the business and the household.

The household budget includes how much money 
you need to live on for six months, including rent 
or mortgage, taxes, insurance and food. Be gen-
erous with yourself, because it’s better to estimate 
on the high end and have more than you need 
rather than less.

The business budget is more complicated and 
requires you to make decisions about your prac-
tice. For example, if you plan to perform surgery, 
you’ll need a surgery suite. This will require a 
larger space and a bigger budget that includes 
equipment and staff. After you decide the appro-
priate number of staff, you’ll need to determine 

What are the elements of a  
medical practice business plan?
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A medical practice’s success depends on far more 
than excellent physician services — though, of 
course, those are key. For your practice to main-
tain profitability and stay current with the latest 
value-based services and patient care trends, you 
need the support of a qualified and engaged staff. 
But rather than reacting to every new initiative by 
just quickly hiring another staff person, why not be 
proactive in your approach? 

Manage thoughtfully

Several principles can help generate more enlight-
ened management of practice human resources. 
The first of these is to make thoughtful employ-
ment decisions. At times, management rushes 

to fill an open position, hiring the first qualified 
person who applies. Later, a mismatch becomes 
apparent, productivity suffers, morale declines and 
the employee is let go.

A better way is to establish detailed criteria for the 
position before beginning recruitment. Doing so 
requires scrutinizing potential candidates so you 
find somebody who meets your requirements and 
fits into the practice culture. 

Keep qualifications front and center

It’s become a cliché that practice personnel, par-
ticularly clinicians, should work “at the top of their 
licenses.” This means that each licensed person 

A good fit
Making the right staffing decisions for your practice

how much to pay them and what kind of benefits 
you’ll offer.

A specialized consultant can help with many of 
these decisions. A pro forma budget covering 
expenses and income for the first year makes 
sense — but so does having one that projects 
funds for two to five years. 

4. Staffing strategy. Management includes 
you, of course, but the biggest part of your job 
is to see patients. You’ll likely need someone to 
manage your office. Thinking this through will help 
define your practice, which also will affect your 
budget. Some questions to ask are:

◗  Will you hire an office manager or administra-
tor or act as your own — at least at first?

◗  Will you have one or more nurses?

◗  Will you have physician assistants or nurse 
practitioners, and how many?

◗  Will some staff be part-time, or will they all be 
full-time?

Your decisions will affect pay and budget. And 
you’ll likely need to revisit these questions over 
time as your practice grows.

That’s a plan

These are just the most basic elements of a business 
plan. But you can use them to establish the direction 
of your practice and calculate how much money 
you’ll need to start operating. By getting professional 
advice and generating a business plan early — and 
then revisiting it and restructuring it as your practice 
changes — you’ll be able to stay ahead of the curve 
in this rapidly evolving business. ◗



should concentrate on the highest-level tasks 
that he or she is allowed to perform. If there 
are activities that both a physician and a nurse 
practitioner (NP) can provide, they should be 
handled by the NP. If there are duties within the 
license scope of a physician assistant (PA) and 
a registered nurse (RN), the RN should perform 
them. This often results in clinicians taking on 
greater patient care responsibilities — within 
the scope of their licenses.

In a cost-constrained world, it may make sense 
to employ more, rather than fewer, staff in dif-
ferent roles. The most effective practices often 
have greater staffing ratios for RNs, licensed 
practical nurses and advanced practice nurses. 
The cost of employing larger numbers of nurses 
recoups itself by allowing practices to see more 
patients and offer more attentive care. 

It’s an established norm in forward-looking prac-
tices to use advanced practitioners, such as PAs 
or NPs. Although the added cost of hiring more 

clinicians can be outweighed by the resulting 
improvements to practice efficiency and revenues, 
NPs also have a different approach with patients. 
They bring a focus on patient education and coun-
seling, care coordination, and wellness promotion 
that’s often different from that of physicians. 

Focus on patient care

Depending on individual state laws, nurse practi-
tioners are able to provide a range of primary  
and specialty care services that include ordering 

and interpreting diagnostic tests, such 
as X-rays and lab work; diagnosing and 
treating acute and chronic illnesses; 
prescribing medications; and educat-
ing patients on disease management 
and prevention. This usually can be 
done independently or under physician 
supervision. 

Ultimately, NPs and PAs help practices 
generate revenue by increasing patient 
volumes and allowing physicians to 
spend more time delivering higher- 
level direct, billable patient care. This 
new class of providers leverage their 

advanced medical training by focusing on more 
routine care and managing clinical tasks.

Provide accurate job  
descriptions and feedback

To develop high-performing staff, you must tell 
them what you want them to do, and then follow 
up with feedback on when they’re performing 
well or poorly. It’s important to prepare accurate, 
comprehensive job descriptions, give them to all 
employees, and update them whenever job con-
tent changes substantially. The description is the 
starting point for holding employees accountable 
for their work performance. 

Get in the practice of routinely and informally 
commenting on employee performance. This 
is best done immediately after a relevant work 
event. Provide both positive and negative com-
ments. Follow the rule, “Praise in public, criticize 
in private.” Critical feedback can easily be mis-
construed, so make sure it’s constructive. Look  
for legitimate reasons to compliment employees, 
too, preferably in front of co-workers. It will do 
wonders for everyone’s morale.

Consider tangible and intangible factors

In a medical practice, nothing is static. Making the 
right call on when to simplify, when to consolidate 
and when to expand requires ongoing planning and 
periodic adjustment. But careful consideration of 
such factors as professional qualifications, practice 
culture and niche, and patient type in your hiring 
decisions can ensure your practice will thrive. ◗
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All too often, the way things work in a medical 
practice evolves by accident. Someone decides 
something should be done a certain way, every-
one follows suit and then it becomes standard 
operating procedure — based on a rationale of 
“we’ve always done it that way.” But it’s better 
to think intentionally about your processes and 
develop systems that staff can use as guidelines 
for meeting your practice’s goals. 

Here are six ways to create efficient and effective 
office protocols with a minimum of effort:

1. Plan continually. No matter how carefully you 
plan for every eventuality, surprises will happen, 
whether in the form of emergencies, no-shows or 
other issues. Nonetheless, planning — not only 
how you want your practice to run, but how you 
envision a typical day running — can make your 
office life more predictable and stable. 

2. Communicate with staff. A plan that comes 
from only one person probably won’t work. Listen 
to your staff — they’re in the trenches and will 
likely have good ideas on how to keep things 
running smoothly.

3. Keep the focus on your patients. Every proce-
dure or business goal should have the patient at 
the center. Evaluate to determine why any proce-
dures are being performed in a way that prevents 
or detracts from the highest level of patient care.

4. Be a leader. Examples of leadership are set 
at the top. Staff will follow your lead. If you’re 
distracted and disorganized, that confusion will be 
transmitted down the organizational chart.

5. Make sure to prioritize. Focus on the things 
that give you the most satisfaction and that only 
you can do — which with any luck are the same 
things. If you want to increase revenue, the 
obvious way is to work more hours and see more 
patients. But this can lead to burnout. Delegate 
the things you can delegate.

6. Establish standard operating procedures 
(SOPs). A good way to create efficiencies is to 
develop SOPs — written protocols or checklists 
for you and your staff on things that need to be 
done or said in particular situations. These won’t 
fit in every case, but they’re a place to start. And 
they can be useful if, for example, your practice 
offers ancillary services or dispenses durable 
medical equipment. Many physicians and staff fail 
to mention these services, but creating SOPs to 
manage them can create unexpected dividends.

Making a plan for how you want your practice to 
run and taking steps to implement it can help you 
ensure that your protocols are well thought out — 
rather than random and confused. ◗

Accident vs. intention: 6 ways  
to improve office protocols

 

Listen to your staff — they’re 

in the trenches and will likely 

have good ideas on how to 

keep things running smoothly.




