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When you're in healthcare, it's important to be aware of possible savings on your tax liabilities, 
especially favorable tax breaks that are still available for your capital expenditures. In the 
healthcare industry, you can expect to count a number of assets as capital expenditures, such 
as buildings, computer and digital technology, medical equipment, office furnishings and similar 
assets. But because of the rapid pace of change that's taking place in medical technology as 
well as regulatory requirements, it’s not uncommon for healthcare providers to regularly require 
building renovations and updates to keep their equipment current while providing the highest 
quality of care to their patients. 
Because these types of capital expenses tend to be very costly, many practices end up leasing 
a new location rather than buying one, because it lowers the upfront cost of acquisition, while 
the rental fees can be immediately deducted on their tax returns rather than working with 
depreciation of the structure over time. That being said, there are numerous tax benefits that are 
available for healthcare enterprises that decide to purchase their structure rather than leasing it. 
Under Internal Revenue Code Section 168(k) and 179, bonus depreciation is covered. These 
two particular tax law provisions allow upfront deduction on tangible personal property, as well 
as specific qualified improvements that are made to real property which is used in a business or 
trade. 
Though the provisions have been around for many decades, they’ve seen shifts as they’ve been 
changed several times over the years. Because both of the tax rules give you a deduction for 
the expense of a property during the first year it has been placed into service, instead of over a 
longer time period as with depreciation, these rules have the action of lowering your effective 
business tax rate while increasing your cash flow and incentivizing your capital investment, 
which helps provide growth in the economy. 
Generally speaking, Section 179 will allow you to deduct 100% of your cost of depreciable 
business assets that will be placed in service during the 2022 tax year, up by $30,000 over 2021 
to a maximum of $1,080,000. That being said, the total amount that you are able to deduct must 
be limited to your business’ taxable income for the year. If the purchase price of a qualifying 
property is in excess of $2.7 million, the deduction will begin being reduced dollar by dollar. 
Similarly, using bonus depreciation, you are able to deduct 100% of the expense of your 
depreciable business assets which have a depreciation period of 20 years or fewer. This often 
includes computers, tablets, medical machinery or equipment, furniture, software, appliances 
and qualified property improvements. Because there is no dollar limit on the rule, and it is not 
dependent on taxable income, you can claim the full benefit provided that you place the property 
in service before December 31, 2022. Unless the bonus depreciation program is modified by 
Congress, it's expected that the deduction will decrease by 20% every year beginning in 2023 
until it has been completely decreased at the end of the 2026 tax year. 
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Tax benefits such as these are among the reasons why you should work with a tax advisor 
when you’re planning your annual capital expenditures, as well as how you should recover the 
cost of those expenses. This allows your advisors to model what your cash flow will look like 
and what tax benefits you can expect to take advantage of. With an expected increase in 
business tax rates, it’s very important to make careful consideration regarding the timing of your 
capital expenditures deductions, so that you can obtain the best possible benefit from it. 
Though it’s beneficial to take advantage of tax incentives including Section 168(k) and 179, 
especially during challenging economic environments, it’s important to give careful 
consideration to both the short- and long-term financial position of your healthcare enterprise. 
Our experienced team can help you develop a smart strategy to take advantage of these 
beneficial tax breaks while they’re still in effect, while considering your overall business strategy 
at the same time to keep your expenses in line with your overall plan.  
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