
ithout question 2009 was a very difficult year
for the dental profession. Throughout the

country, most general practitioners were hard pressed to
keep their production at pre 2008 levels. Even harder
hit were specialists as elective procedures were delayed
or simply not scheduled by patients. Unfortunately, if
the last 18 months are any indication of what the future
of dentistry will look like, doctors need to not only be
concerned about the production of their practice; they
need to be sure they are addressing their financial plan-
ning matters as well. In fact, an unintended conse-
quence of the 2008-2009 recession is that most doctors
have dramatically reduced their savings, resulting in
many doctors postponing their expected retirement
timeframe.

As a general rule, doctors should be saving 15% to 20%
of their gross wages. Company sponsored retirement
plans such as defined benefit pension plans, 401k plans,
SEP IRAs and Simple IRAs are excellent vehicles to
assist in facilitating this due to the tax deductibility of
contributions. In fact, the value of these vehicles is like-
ly to increase dramatically as tax rates are certain to rise
in future years. Therefore, if you do not already have a
company sponsored retirement plan in place, you should
contact your investment professional to discuss setting
one up. However, it is very important for the doctor to
understand that all retirement plans are not created
equal. You want to be sure you analyze the costs and
benefits of all the plans available to you. A couple of
factors that need to be considered before selecting the
optimal retirement plan include practice demographics,
staff compensation and your desired savings level. Do
not select a plan until you have compared it to all of the

other options available to ensure you are minimizing
costs and maximizing your benefits.

Another item doctors should be addressing in 2010 is
the ROTH IRA conversion. In 2010 the $100,000
income threshold to convert a traditional IRA to a
ROTH IRA is being lifted, thereby giving all doctors an
opportunity to convert their traditional IRA to a ROTH
IRA. In case you are unaware, there is a distinct differ-
ence between the two types of accounts. A traditional
IRA is pre-tax money, meaning you have to pay tax on
the distribution when you withdraw it in retirement.
Conversely, the ROTH IRA is after-tax money, mean-
ing every dollar withdrawn in retirement is tax free.
Doctors are currently receiving an avalanche of conflict-
ing advice on this strategy. First, dentists should be
aware that converting to a ROTH IRA in 2010 is not for
everyone. In fact, our most common recommendation
to doctors in the 33% or 35% tax bracket will be that
they should not convert any of their IRA to a ROTH
IRA next year. Those financial professionals, who are
aggressively recommending everyone convert next
year, point to the high probability that tax rates will be
going up. While we completely concur with this view,
we expect the increase in tax rates to be focused prima-
rily on the top two tax brackets. What doctors need to
remember is when they are no longer practicing, their
income is likely to drop substantially and should at most
mirror their annual living expenses. Since the 28% tax
bracket currently tops out at $208,850, very few doctors
will exceed this level of taxable income (after deduc-
tions) in retirement, thus paying tax at 33% or 35% now
seems foolhardy.
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Doctors in the lower tax brackets should have their investment professional and accountant analyze their situation
to determine if the conversion is right for them. With practice profits down and 2010 possibly being another diffi-
cult year for the industry, doctors with taxable income below that of previous years should certainly take advantage
of this conversion opportunity. However, your accountant should be able to provide you with an estimate of the
additional tax that will be owed upon conversion. If you cannot afford this additional tax bite with funds already
available personally then we would not recommend a conversion. It is not financially advantageous to have any of
the conversion amount withheld to pay the tax. As we previously discussed, the huge advantage of the ROTH IRA
is that 100% of the withdrawals in retirement will be tax free. Therefore, you do not want to pay the tax with funds
that otherwise would have been converted to the ROTH IRA and grown 100% tax free.

Finally, the estate tax is a hotly debated topic in Washington these days. If laws are not changed, in 2010 the fed-
eral estate tax will be repealed. This means property inherited upon death will have no tax consequences. Given
the enormous deficit our country currently has, it is very unlikely that a repeal of the estate tax will be allowed to
happen; accordingly, a law change is expected. The dilemma for doctors is to make sure they have their estate plan-
ning documents reviewed once the final provisions are put into place. Estate documents that were drawn up more
than a decade ago may be completely out of date, but until Congress acts, doctors are left waiting in limbo.
Therefore, be sure and contact your estate planning lawyer during 2010 to make sure your documents are set up
properly after the law has been amended.

For more information or for a consultation on your finances, Jeff
Harrell may be contacted at:

Select Consulting, Inc.
8816 Red Oak Blvd. Suite 260
Charlotte, NC 28217
Tel: (704) 426-6100 Fax: (704) 426-6200
www.scconsulting.net
E-mail: SCI@sconsulting.net


