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y the time you read this

article, you are on the verge of

graduating dental school. Most

students in their final year of
dental school spend virtually no time
preparing to become entrepreneurs — that
is, learning to run dental practices. While
some U.S. dental schools have excellent
curricula for teaching these skills, most
schools do not. Even among those schools
that address the topic, most still do not
have the time to equip students with the
full range of business skills needed to run
a successful dental practice. This is where a
competent CPA comes into play. A dental
CPA has the ability
to deliver the nec-
essary services that
will fill this void
from dental school
and equip you to
set up your new

business.
The CPA has a

vast range of knowl-

Allen M. Schiff

edge that will be beneficial for you in the
formation of your business structure and
practices. A CPA who specializes in pro-
viding consulting services to the dental
industry can advise you on the major
decisions you will be confronted with as
you begin your career. These include:

* Starting a practice from scratch

® Becoming an associate

* Purchasing an existing practice

* Entity selection: corporation, LLC or sole
proprietorship

* Review of legal documents
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* Hiring a professional team

* Employees vs. independent contractors

* Valuation of a practice

* Establishing internal accounting controls
* Selecting a CPA/accountant

Starting a practice from scratch

Financially, if you acquire a practice at
the right price, you can start to feel the
financial rewards a lot quicker than if
you start a practice from scratch. If you
are considering starting a practice from

scratch, you might consider working part-
time as an associate at a nearby practice
until you can build your new practice into
a full-time structure.

One major factor to consider is man-
agement of the practice. If you decide to
start your own practice, the management
decisions and philosophies are created as
you go along, whereas, if you purchase a
practice, many decisions and philosophies
have been established, whether you agree
with them or not.
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ADCPA

ACADEMY OF DENTAL CPAS

EXPERIENCED

Our Mission Statement

The Academny of Dental CPAS" (ADCPA) is & national assoclation of accounting firms that specialize in
delivering creative folutions that meet the unique need: of the dental profession,

The mission of the ADCPA, Is to enhance its members’ expertise through the sharing of knowledge and
resources o provide progressive consulting, accounting and tax services to dental profesionals.

As the leader or future leader of your practice, you owe it to yoursell, your family and your itaff
o effectively and proactively address the business. financial and tax aspects of your practice, In
fact, the more you embrace the busiress challenges of your practice, the more you will be able 1o
focus vour lime and attention on dinical excellence and customer service (not to mention
maximizing the financial rewands of private practice dentistry). Here are jome things to consider:

‘._.CII'I you imagine having a true financial expert on your side to assist you with those special
transactions such as buying a practice or asociateship agreements or asiistance with business plan

preparation?

= How about a tax planner and preparer that hed tons of experience and expertise working with
and taking acvantage of the tax lew and its unique application to dentistry?

e Could you manage your practice and finances better with timely and accurate reports and a
trusted advisor to interpret the data and assist you with making intelligent financial and practice
management decisions?

iy Wouldn't it be wonderful to have a go-to financial person that could work with you, your
bookkeeper and your administrative team to asiist with accounting, tax and practice
management issues?

ey How about having a dental financial expert that can assist you to not juit reduce taxes but to
asiist with long-term finances - choosing the right retirement plan - helping you understand and
effectively manage staff and owverhead?

Too Good To Be True? Nopel

For the experienced Dental CPA you need to manage your dental practice
successfully, call 877. 3233?'5%

The ADCPA i comprised of 24 Firms, representing in excess of 6,000 Dental Practices located in major cities
in the US! To locate the closest ADCPA member to you, please visit our web site whnw ADCPA org.




Becoming an Associate
Initially, you may want to associate with

an experienced practitioner to gain some
experience and learn the business from an
established dentist. Be sure to check the
references of any practitioner you would
like to associate with prior to signing any
legal documents.

Here are some financial issues to keep
in mind: While practicing as an associate,
you will not be responsible for paying
the vendors, compensating employees or
working out financial arrangements with
the practice’s patients. You are there to do
one thing — practice dentistry. However,
please be sure to do your due diligence in
researching the practice’s ability to com-
pensate you for the services you will be
rendering.

Purchasing an existing practice
‘The major financial advantage of purchas-
ing an existing practice is the immediate
cash flow in place from the minute you
purchase the practice. One disadvantage
from a financial standpoint, however, may
be patient financial arrangements. Many
older practices do not have procedures in
place to finance services. With new gradu-
ates from dental schools trained with the
latest technology in delivering more com-
prehensive procedures, they may produce
larger billings by procedure. As a result, in
order to make this dentistry affordable to
the existing patient, change is likely to be
required in financing. Many third-party
finance companies such as Care Credit
are available, but from what I see in the
marketplace, the older and mature dental
practices either do not offer these financial
services to their patients, nor do they want
to learn about them.
One of the largest assets purchased in an
existing practice — yet the least understood
— is the professional staff. While many den-
tists take this for granted, I often remind
my clients that as long as the professional
staff is staying after the practice is pur-
chased, the value of the practice should be
secure and unencumbered. In addition to
holding its value, the transition of the prac-
tice to the purchaser and patient retention
is smoother if staff remains in place.
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'The major financial
advantage of
purchasing an
existing practice is
the immediate cash
flow in place from the
minute you purchase

the pratice.

Valuation of a practice

If you are looking to purchase a practice,
one of the biggest financial questions
you will encounter is: Does the practice’s
value make economic sense? This is a very
difficult question, for you are purchasing
an intangible asset, in addition to acquir-
ing the dental equipment, furniture and
fixtures. You are also acquiring the “good-
will” of the former practice — its policies
and procedures, professional team and
patients. It is very difficult to place a
value on all of these items, and for this
very reason, you should consider engag-
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ing professionals who have the necessary
credentials to assist you in establishing an
accurate valuation of the practice.

Entity selection: corporation, LLC

or sole proprietorship?

Be very careful here. This is a major deci-
sion, and you may be stuck with it for
the rest of your practicing career. There
are many circumstances that go into this
decision, most of which are tax related,
however, there are some legal consider-
ations surrounding legal liability as well.
Use your professionals appropriately, and
consult thoroughly with both your CPA
and attorney in making this decision.
Consider having the attorney and CPA
present for a joint discussion to evaluate
and decide. It may be the best money you
could spend on professional services.

Review of legal documents
Although it may seem counter-intuitive, a
competent dental CPA has reviewed these
documents multiple times and should be
engaged to review yours, too. He or she
can be very instrumental in identifying
issues both financially and legally that will
save you time and money in the future.
If you are purchasing a practice, some

Mercer Transitions
800/ 898-4642
www.merceradvisors.com

Nationwide Dental
Opportunities
Toll free (866) 409-3001

Mercer Transitions is part of the Mercer group of compa-
nies, whose financial planning and transitions services
are endorsed by dental associations nationwide. Mercer
group of companies offer a range of services to support
dentists at every stage of their career from new dentist
to retirement and beyond. If you would like more informa-
tion on Mercer, please call Mercer Transitions at 800/
898-4642 or go to http://www.merceradvisors.com/
(Please see advertisement on inside front cover.)

Nationwide Dental Opportunities offers placement and
information on outstanding practice opportunities for
Associates, Partners and Transitions. There is never a
fee to those seeking opportunities. Whether you are look-
ing for a discriminating change or for the first career move
we provide choices for you. The positions are Nationwide
and in all Practice settings. Many are non-published or
exclusive private searches that can only be found through
Nationwide. Contact us toll free at 866-409-3001 or on
the web at www.dentalopportunities.com (Please see
advertisement on page 27.)
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No matter where you're headed, you'll want to make sure you're
adequately prepared as you travel down the road of life. That means
getting the right kinds—and right amounts—of insurance to
safeguard your journey. As you reach each personal and professional
milestone, insurance from the ADA can provide you with important
protection and peace of mind.

From “own occupation” disability coverage to some of the most
competitively priced life insurance around, it's easy to see why more
than 120,000 dentists and their families choose the ADA Insurance
Plans for outstanding protection and value.

The ADA understands the goals and needs of new dentists. To see for
yourself, request your FREE New Dentist Kit designed to help you start
your career with confidence. Get the insurance for dentists that's
backed by dentists—and get headed towards a more secure financial
future today.

© 2005 Great-West Life & Annuity Insurance Company. This is an outline only and not a confract.

Benefits are provi under group policies issued fo the American Dental Association an

underwritten and administered Srecﬂ-Wesr Life and Annugy Insurance Company. Benefits are

provided through group policies filed in the state of lllinois, and all eligible ADA members residin

in any U.S. state or ferritory may opplm. for cloverage This policy is subject to, governed by, ong
inois law.

shall be construed in accordance with NDADOS-DEP

\]
\ 888-463-4545
>

] adaegwl.com
R,

D) ®
INSURANCE PLANS

7?//1[//6/6(1//?/ i

1934-2004

reat-West—

PROTECTING YOUR FAMILY, YOUR INCOME, YOUR PRACTICE

Term Life ¢ Term Plus® Universal Life * Income Protection o Office Overhead Expense * MedCASH™




items are often overlooked. How is the
purchase price going to be allocated from
a tax point of view? If there are sales taxes
involved, who pays them? If announce-
ments will be sent out, is the cost of
processing these borne by the seller, the
buyer, or both?

If you are looking to associate, then the
documents will have many legal clauses
contained within that are not easily
understood. Be certain you understand
each item. Some financial considerations
are: How is your compensation derived?
When do you get paid? What services do
you get paid for?

Hiring a professional team

Your professional team, in addition to a
CPA specializing in dental practice man-
agement, will likely include an attorney, a
banker, an equipment specialist, a com-
mercial real estate consultant, a design
consultant, an insurance advisor and a
dental broker. Your CPA can help you
determine the responsibilities of each,
how they bill for their services and, finally,
when to engage them. When entering into
a formal relationship with any profes-
sional, be certain to outline their respon-
sibilities, terms and compensation in an
engagement letter. By doing so, will avoid
any misunderstandings between you and
your professional representatives.

Employee vs. independent
contractor

This question is not easily answered due
to the circumstances and tax consider-
ations in each case. For instance, if you
are treated as an employee, your taxes will
be withheld from your pay and you will
receive a regular paycheck. If the appro-
priate amount of tax is withheld, there
will be no need for you to pay quarterly
estimates. On the other hand, if you are
treated as an independent contractor, you
will be responsible for paying your own
taxes quarterly.

Establishing internal accounting
controls

It is important to establish the appropriate
internal accounting controls within your

dental practice to protect your hard work
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and investment by preventing employee
theft and embezzlement. According to
statistics, one-in-six dental practices s
currently experiencing or will experience

some form of embezzlement or fraud.

Selecting a CPA/accountant
Choosing a CPA is as personal an issue as
choosing a dentist. On paper all dentists
seem alike: they do extractions, fillings,
root canals, etc. Yet in reality, they can be
very different, as are CPAs. I recommend
that you look for a CPA/accountant who
specializes in working with dentists—or at
least works with 50 or more dentists. This
way, you can be assured they are equipped
to be a business advisor with specialized
knowledge of the business of dentistry.
To begin your search, start asking other
dentists whom they use. Hopefully, you
will start hearing the same names pop-
ping up. Ask the dendists if the CPA is
timely and proactive in making sugges-
tions. Ask how aggressive they are, and
determine if that suits your comfort level.
Another starting point is the directory of
the Academy of Dental CPAs located at

(www.adcpa.org).

Dentistry is not just about the clinical
side of patient care. The business side
of dentistry requires a vitally important
set of knowledge and skills that often
receives short shrift in dental curricula. At
the beginning of your career, you face an
array of choices and decisions, each with
its own set of advantages and disadvan-
tages, rewards and pitfalls. The business
advice and coaching of a CPA/accountant
who specializes in consulting with dentists
can be no less than invaluable.

Allen Schiff is a Partner with Smart and
Associates and is their Practice Leader for
Dental Practice Management Services. Allen
has over 30 years of expertise in the areas of
medical and dental practice management.
He is also a _founding member of the Acad-
emy of Dental CPAs (ADCPA). This group
of CPA firms across the nation specializes in
practice management services to the dental
industry. Allen can be reached at (410)296-
6300, or visit www.smartassociates.com for
more information.
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Oxyfresh
Worldwide Inc.
800-333-7374
ref# R23037601

ADA Insurance
Plans

888-463-4545

Ardent
International Inc.
914 923-1216

www.ardentinternation

al.coﬂ

Since 1984 thousands of dental professionals have
discovered Oxyfresh’s safe and effective oral health
products for use in long-term care and maintenance of
their patients. Retail sales, wholesale rebates and “free
product” programs allow you to get paid appropriately for
providing professional guidance and instruction to your
patients. (Please see advertisement, page 33.)

The ADA Insurance Plans, which have been underwritten
and administered by Great-West Life & Annuity Insurance
Co. since 1934, is a collection of group life and disability
insurance policies designed specifically for, and available
exclusively to, ADA members. The ADA operates the
insurance program on a non-profit basis (and does not
receive any royalties or commissions) to keep premiums
as low as possible. See our ad on page 17 and compare
for yourself today!

Manufacturer of high quality dental articulate paper,
files and accessory products. All products are marketed
and sold through dental dealers throughout the United
States, Canada, the Far East, South America and Europe.
(Please see advertisement, page 7.)
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