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# ost dentists reccive comprehensive training in school
on the clinical aspects of a practice, but business man-
agement courses — althongh often quite good — are
not as readily available. When it comes to something
as important as the financial health of a practice, doc-
tors should be practicing by design, not by default. As a
CPA who has specialized in working with dentists for 30

- s, S0 years and as president of the Academy of Dental CPAs, 1
have found that having a profitable practice enables the dentist to do the exceptional den-
tistry he or she has been trained to do as well as gives the dentist more control and more
choices.

In Part | (see the June issuc of Dental Economics™), 1 covered the first five steps to build-
ing a financially thriving and healthy practice, which included setting personal and pro-
fessional goals, living “under” your means, identifying the right financial partner, budget
and spending, and investing in technology. This article will cover the final five steps and
provide a detailed roadmap to success.
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10 STEPS TO A FINANCIALLY HEALTHY PRACTICE

Step 6: You get what you pay for
The single largest overhead expense for a practice is
team compensation, or taves. (Sce Step 3 in Part 1 of this
series). When you are hiring, the marketplace will give
you excellent feedback on the going rate for the posidon
you are trying to fill. You can also look at surveys, but
remember, they are averages and the supply and demand
of emplovees in your area will nlamately determine the
cost of hiring your team members,

Bur as much as we focus on compensation, studies
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your patients

show that money is probably number five or six on the
list of what gives employees job satisfaction, Once we
understand this, we know that more money will not
turn a dud inte a superstar, but other nommnonetary
things — such as appreciation and recognition — may
be more effecrive. Mistakenly believing money is the
primary motvator, doctors often try to coerce behavior
ifrom emplovees with some type of bonus system, which
usually ends up being unsuccessful. But bonuses based
on productivity, which essennally means sharing profit-
ability with the team, work well w enhance the financial
health of the practice by giving people ownership and
control over their roles in the practice’s success. Team
members will realize that their bonuses are directly ted
ter the production of the practice, and understand that
they have a role in helping patients accept treatment
and influencing weaker team members o mprove. An
effective bonus program is simple to execute, well-
defined, and announced to the team in detail. T like 10
use a three-month moving average. Giving quarterly
rather than yearly bonuses will have a greater impact. |
also recommend that the profitability, or the percentage
of profitahulity, in the bonus program be shared equally
among all team members, not based on seniority.

Raymond “Rick™ Willeford, MBA, CPA, CFPY, is president of Willeford Haile, CPA, PC, and Willeford
a fee-only advisor, he has specialized in providing financial, tax, and
transition strategies for deatists since 1975, Willeford is the president of the Academy of Denral CPAs, a
consultant member of AADPA, and is available as a speaker

CPA Wealth Advisors, T.LC. As

352-8500, or by e-mail at rickw@willefordepa.com.
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Step 7: Make up your mind to set and raise fees

Patients generally have no concepr of what fees should
be and are more likely to base the “value” of the practice
on the way they are treared by the team, not the treat-
ment given by the doctor. Often, the biggest problem
with charging patients appropriately and raising fees
is the eight inches berween the doctor’s ears. Doctors,
like most people, are uncomfortable with confrontation,
They don’t want to have to justify what they charge to
patients, so they initiate a fec schedule thar is mm]ar to
or just below anather practice m the neighbor-
hood. Just charging what your neighbors are

RYSHE charging and hoping that works 1s mer the way

to set fees. Instead, seek out information on
fee schedules and percentles that are readily
available for free, or tulk with a L‘l‘ltm'lcdgeabtf
eonsultant/business advisor/CPA. But ultimarely,
vour fee schedule should be based on what the
the formula
mentioned in Step 3 in Part 1 of this series. Tf
vou want to carn $150,000 and your fees are
in the 30™ percentile, you will not achieve your
goals. Remember, at least annually, practices
should raise their fees 4 or 3 percent w be slightly ahead
of infladon and the rising cost of specialized overhead
txpenses.

In addition to having a healthy fee schedule, you
need to have a healthy procedure mix to generate good
production figures. Rather than be a “refer-o-dontist,”
become proficient ar offering a wide array of services
if you want to remain competitive and truly serve your
patients. In addition to appropriate “cosmenc” proce-
dures, VOIL MY Want fo L'!(plurﬂ rorary endo ]J[")Cf'[{url:.‘i._
sedarion dentistry, simple ortho cases, soft tissue man-
agement, implant-supported dentures, and implants
themselves. Finally, be sure you are coding appropriately
to avoid friud on rhe one hand or leaving money on the
rable on the other.

t‘-'l': P & ||_"- noc
Patents want 1o keep LhEIT reeth for life, and more and
more want beautiful, healthy smiles. Bur you can’t have
a financially healthy practice if you are not charging
appropriately, not keeping accoums receivable under
control, or not giving patients a comfortable way to
pay for dendstry, Insurance limitations are frustrating,
and patients are paying more out of their own pockets.

' .. I
only what patients pay, its how they pay
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10 STEPS TO A FINANCIALLY HEALTHY PRACTICE

Patients should know abour all of their payment optons
up front, which should include cash, check, major credit
cards, and a no-interest patient payment program, such
as CareCredit. Dentists need to realize that patients
have other life priorities. Your competition is not the
doctor down the streen its the new couch or flat-screen
television. And both of those industries already offer
no-interest financing to help capture their customers’
discredonary dollars: As a dentist, you are not going to
be able to compete elfectively without this financing
option.
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Insurance is another area of payment that doctors
need to manage. If a doctor chooses to accept insur-
ance for the convenience of his/her patients or to inl-
tially build traffic in a new practice, it important to
understand the role insurance plays in the practice. Tf
vou feel you cant aveid participating in managed-care
plans, limit participation to the better omes and limit
the number of new patients vou accept with this tvpe of

insurance. A practice can maintain its financial health it

patients pn 4 managed-care plan are limired to 20 per-
cent of the base because the remaining 80 percent of
patients will pay your overhead and contribute to your
profitability. However, if the managed-care percentage
grows, transitioning out of the plan becomes very, very
painful. Ultimately, doctors do not want to be dependent
upon insurance, by a panel that determines usual and
customary fees for dental services, of which you “lose”
up to 30 percent for the privilege of being on the pro-
vider list. Rather, doctors should strive to have the finan-
cial freedom of setting and collecting appropriate fees
for their valuable services,

-‘S'I'.c*.!::?'i: CIne I.|‘.'||‘|L.f-';'~_'~ for certain — taxes

Taxes are for certain. In that sense, you can think of

taxes as rthe largest overhead expense of the pracuce,
not staff. So doctors need to get over the idea thart
they, or their financial advisors, are clever ¢nough o
never pay taxes. In fact, as a practice financial advisor,
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a CPAs primary objective 1s to create wealth, not wo
avoid paying taxes. For example, you would never want
to spend money just to get a rax deduction if there’s
no economic reason to spend the money. Most people
seermi to think “deducnble” means free. Sure, if you buy
that piece of equipment, the tax wrire-off will save you
30 or 40 percent, but you still have w pay the remain-
ing 60 or 70 percent, Often, doctors want to know
about the $100,000 Section 179 allowance where you
are allowed to buy S100,000 worth of equipment, and
instead of clepr&cinring 1L over time, vou can write it
off the first year. {The acmal amount increases
slightly each year.) Tf you borrow money to
buy the equipment, then the option to take the
big tax deduction in vear one should be evalu-
ated carefully. For instance, il vou deduct the
whale amount rather than depreciating it over
the five-year loan, your taxable income is close
OGN . oo for the year in which you bought the
equipment and you don't end up paying taxes,
so vou think it time to celebrare. First, you

I 1av have dropped vour income into a very

low tax bracket and may not realize all the
savings for which you had hoped. In addition,
there's an insidious “timing dilference” that
will frustrate docrors {orever because repay-
ment of the loan for the equipment to the bank is never
tax-deductible. Over the next four years, the doctor will
most likely show taxable income, vet be “cash poor”™
because he/she has been payving off the loan with no
deductions. This is because the timing of accounting
taxable income is different than cash flow. Again, the
zoal is not to get out of paying taxes, but to pay the
appropriate taxes in a strategic way that builds wealth,
Your financial advisor, the one who knows and under-
stands dental practices, should be proactively planning
vour tix strategy. There should never be surprises or
penalties,

There arc some very smart ways Lo shelter a portion
of your income that help you meet long-term finan-
vial goals. First, there are hasic TRAs for yom and your
spouse, which could be sufficient l[or a few years, You
don't save much, but ar least it gers you in the habit
of putting money aside for the future, Then, there are
more advanced redrement plans that allow you to put
away more preax dollars that grow tax-deferred unril
you spend the money later in retirement. The perenni-
ul problem is, however, in exchange for the TRS giving
vou, the owner, a tax deducton, vou must put money
in for your staff. Different plans have different require-
ments for staff member contributions. Again, this is an
area where it is absolutely imperative that vou have a
knowledgeable advisor who can determine the right
choice for where you are in your career. A HT.\IFLJ-_







