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Forward

Whether you're stepping into an associate role or jumping straight into
practice ownership, you've officially transitioned from mastering clinical
skills to managing a professional career. While your dental training focused
on the “chairside,” your long-term success now depends on understanding
the “business side”. This handbook is designed to strip away the jargon

and provide the essential tax and financial foundations every new dentist
needs. No matter where you practice, these basics will help you protect your
income, minimize your tax bill, and build a profitable future from day one.

About the Author: DrillDown Solution LLC

Your Strategic Partners in Dental Prosperity

At DrillDown Solution, we don't just “do taxes.” Since
2004, we have developed a comprehensive financial
ecosystem to support business owners, with a strong
focus on the unique needs of dental professionals.
We recognize that while you were trained to be an
exceptional clinician, becoming a confident and
successful practice owner requires an entirely
different set of skills.

Our firm was built to bridge that gap, transforming the
complex world of dental accounting into a streamlined,
forward-looking strategy for your success.

Why Dentists Choose DrillDown

» Dental-Centric Expertise: We speak the
language of production, collections, and PPO fee
schedules. We understand the unique overhead
challenges of a dental practice and how to
optimize them.

- The “Navigator” Approach: We move beyond

the “historian” model of accounting. Our team
focuses on forward-looking tax planning and
cash-flow forecasting, ensuring you are prepared
for growth, not just reacting to it.

» Proactive Accountability: We don't just wait
for your call. We provide consistent monitoring
and guidance to keep your practice on the “True
North” of profitability.

+ Full-Spectrum Support: From entity selection
and S-Corp elections to Cash Balance Plan
implementation and practice acquisition due
diligence, we are with you at every stage of
your career.

Our Commitment to You

Our goal is to give you back your time and peace of
mind. By handling the “back-end” complexities of
payroll, tax compliance, and business planning, we
empower you to focus on what you do best: caring
for your patients and mastering your craft.
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IMPORTANT DISCLAIMER

Educational Purposes Only

The information provided in this “Business and Tax Handbook” is for
general educational and informational purposes only. While we strive to
provide accurate and up-to-date content, the dental industry and tax laws
are constantly evolving.

Not Professional Advice

This handbook does not constitute legal, tax, accounting, or financial
advice. Reading this material does not create a CPA-client relationship
between you and DrillDown Solution LLC. Because every dentist’s
financial situation, state of practice, and career goals are unique, the
strategies discussed may not apply to you.
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Consult a Professional

Tax laws (including the 2026 updates mentioned herein) are subject to
change by Congress and state legislatures. You should not act upon any
information in this handbook without first seeking professional counsel
from a qualified CPA, attorney, or financial advisor who is familiar with your
specific facts and circumstances.

Liability
DrillDown Solution LLC assumes no liability for any errors or omissions in

the content of this handbook or for any economic loss resulting from the
use of this information.
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CHAPTER 1

Your CPA -

The Navigator
of Your
Financial Ship

In dental school, you learned that
“prevention is better than a cure.”
The same applies to your business.
Many dentists view a CPA as a
“historian"—someone who simply
records what happened last year and
tells you what you owe. At DrillDown
Solution, we believe a CPA should be
your navigator, looking through the
windshield to guide your future, not
just the rearview mirror.




1. Beyond the Tax Return: The “CEO”
Advisor

A dental-specific CPA doesn’t just file forms; they
provide the financial dashboard you need to run
your practice.

+ Monitoring & Benchmarking: How does your
hygiene production or dental supply spend
compare to the top 10% of practices? We
monitor your “vitals” so you know exactly where
you are leaking profit.

« Accountability: It is easy to let “lifestyle creep”
or office overhead spiral. A monthly or quarterly
review with your CPA keeps you disciplined and
focused on your long-term goals.

2. Forward-Looking Tax & Financial
Planning

Compliance (filing on time and accurately) is
the bare minimum. The real value is in proactive
planning.

- Tax Strategy: We don’t wait until April to tell
you that you owe money. We meet in Q3 and
Q4 to implement strategies—Ilike equipment
purchases, S-Corp adjustments, or Cash Balance
Plan contributions—while there is still time to
change the outcome.

+ Cash Flow Forecasting: We help you plan for
the “big hits"—the quarterly tax payments, the
equipment upgrades, and the eventual practice
purchase—so you never have to wonder if you
can afford payroll.

3. The “Rolodex” of Industry Experts

When you hire a dental CPA, you are hiring their
network. Because we work exclusively in this space,

DRILLDOWN TIP
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we know who the “players” are. We provide vetted
referrals to:

+ Dental Attorneys who won't let you sign a bad
lease.

- Practice Lenders who offer the best rates for
100% financing.

+ Insurance Credentialing Specialists who can
help increase your fee schedules.

+ Wealth Managers who understand the unique
retirement needs of a high-income doctor.

4. Accurate Compliance: Your “Sleep
Insurance”

The IRS and State taxing authorities are not known
for their “forgiveness.”

- Audit Protection: Having a professional firm
handle your books and filings ensures that if the
IRS ever comes knocking, your documentation is
bulletproof.

« Complex Rules: From the Section 199A
deduction to the Employee Retention Credit
(ERC), we navigate the complex tax code so you
can focus on the clinical work you spent years
mastering.

5. Business Planning for Every Stage

Whether you are negotiating your first associate
contract, buying into a partnership, or preparing for
a multi-million dollar DSO exit, your CPA is the one
person who knows your “True North.” We help you
model the “What-If” scenarios: What if | hire another
assistant? What if | drop this PPO? What if | buy the
building?

Don’t treat your CPA like a once-a-year tax preparer. Treat them as a
Strategic Partner. The most successful dentists are those who pick
up the phone before they make a big financial move, not after.
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CHAPTER 2

Associate vs.
Independent
Contractor

The first fork in your professional
road is how you are classified for
tax purposes. You will generally

be presented with one of two
options: becoming a W-2 Employee
(Associate) or a 1099 Independent
Contractor. While the clinical work
is the same, the financial “back end”
is worlds apart.




1. The W-2 Associate (The
“Employee”)

As a W-2 employee, the practice owner has the
“right of control” over your schedule, the equipment
you use, and how you treat patients.

American Dental Association +1

- Taxes: Your employer handles the heavy lifting.
They withhold your income tax and pay half of
your Social Security and Medicare taxes (FICA).

- Benefits: You are often eligible for “perks” like
health insurance, 401(k) matching, and paid time
off (PTO).

» The Upside: It's simple. You receive a steady
paycheck, and your tax filing at the end of the
year is straightforward.

American Dental Association +4

2. The 1099 Contractor ( “Self-
Employed”)

As an independent contractor, you are legally
viewed as your own business entity providing a
service to the practice.

Feature

Tax Withholding
Social Security/Medicare You pay 7.65%
Business Expenses

Benefits

DRILLDOWN TIP

benefits.
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W-2 Employee

Employer handles it

Generally not deductible

Health, 401(k), PTO

- Taxes: No taxes are withheld from your check.
You are responsible for paying the full 15.3%
self-employment tax (both the employer and
employee portions).

- Expenses: You can deduct business expenses—
like your loupes, CE courses, and professional
dues—directly against your income to lower
your tax bill.

« The Upside: You have more control over your
schedule and can often implement more
aggressive retirement strategies (like a Solo
401(k)) than a standard employee plan allows.

Critical to use a dental attorney to review your
contract BEFORE you sign and a dental CPA to
optimize your tax structure

The “Control” Test

The IRS uses a “Control Test” to decide your status.
If the practice owner tells you exactly when to show
up and provides all your supplies, the IRS usually
considers you an employee, even if your contract
says “independent contractor”.

1099 Contractor

You handle it
You pay 15.3%
Fully deductible

None (You buy your own)

If you are offered a 1099 position, ensure your pay rate is at least
10-15% higher than a W-2 offer to cover the extra taxes and lack of
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CHAPTER 3

Choosing
Your Business
Structure

When you move beyond a standard
W-2 associate role, you must decide
how to legally and tax-efficiently
structure your career. It is important
to remember that business entities
are formed at the state level. While
the IRS handles your federal taxes,
your “permission to exist” as a
business comes from the state where
you practice.




1. The Sole Proprietorship (The
“Default”)

If you start working as a 1099 contractor and do
nothing, you are a sole proprietor by default.

» The Reality: You and the business are the same
legal entity. There is zero separation between
your professional liability and your personal
assets (like your house or car).

+ Taxes: You pay the full 15.3% self-employment
tax on every dollar you earn.

2. The LLC and PLLC (The “Protective
Shield”)

Most dentists choose a Limited Liability Company
(LLC) or, where required by state law, a Professional
Limited Liability Company (PLLC).

+ LLC vs. PLLC: A PLLC is a specialized LLC for
licensed professionals. Some states require you
to use the PLLC designation (and often require
approval from your State Dental Board) if you are
providing dental services.

- Liability: It creates a “corporate veil” that
protects your personal assets from business-
related debts or lawsuits. (Note: It does not
replace malpractice insurance for clinical errors).

3. The Corporation and the PC

A Corporation is a more formal legal structure
owned by shareholders. For dentists, states often
require a specific version called a Professional
Corporation (PC).

+ What is a PC? A Professional Corporation is
a corporation formed specifically by licensed
professionals. In some states, like California, a
PC is the only entity type a dentist is allowed
to form for their practice—they are prohibited

DRILLDOWN TIP
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from using LLCs or PLLCs.

- Formalities: Corporations require more
"homework,” such as keeping formal meeting
minutes, adopting bylaws, and issuing stock
certificates.

4. The S-Corp Election (The “Tax
Saver”)

An S-Corp is not a separate type of company you
“form” at the state level; it is a tax status you “elect”
with the IRS for your LLC, PLLC, or PC.

« How it Works: You become an employee of your
own company. You pay yourself a “reasonable
salary” (subject to payroll taxes) and take the
remaining profit as a “distribution.”

- The Big Win: You do not pay the 15.3% self-
employment tax on the distribution portion,
only on the salary.

+ When it Makes Sense: Usually, the tax savings
outweigh the extra accounting costs once
your net profit exceeds $60,000 to $100,000
annually.

While S-Corps are “pass-through” entities at the
federal level, some states still tax them at the entity
level:

+ New York City and Tennessee do not fully
recognize S-Corp status and may tax the
corporation directly.

+ California and lllinois impose small entity-level
taxes or “replacement taxes” on S-Corp income.

+ Many states have introduced a Pass-Through
Entity Tax (PTET), which can actually be a
benefit by allowing you to deduct state taxes on
your federal return.

Don’t rush into an S-Corp on day one if your income is still ramping
up. The added cost of payroll and corporate tax returns might eat
your savings until you hit that $60k—$100k profit mark.

PAGE -



R
: .D ;
o

THE NEW DENTIST'S BUSINESS & TAX HANDBOOK

DRILLDOWN SOLUTIONS LLC © 2026

CHAPTER 4

Deductible
Business
Expenses

For the self-employed dentist (1099
or Owner), every “ordinary and
necessary” business-related expense
is an opportunity to lower your
taxable income. If a W-2 associate
buys these things, they generally
cannot deduct them on their federal
taxes. As a business owner, you can.




Understanding the Difference:
Deductions vs. Credits

Before listing what you can write off, it's important
to know how the IRS gives you “credit” for your
spending. They use two different tools:

» Tax Deductions: These reduce your taxable
income. If you earn $150,000 and have $10,000
in deductions, the IRS only taxes you on
$140,000. The actual “cash in your pocket”
depends on your tax bracket; if you are in the
24% bracket, a $10,000 deduction saves you
$2,400.

» Tax Credits: These are much more powerful
because they reduce your tax bill dollar-for-
dollar. If you owe $20,000 in taxes and have a

$1,000 credit, your bill drops directly to $19,000.

In short: Deductions lower the income you're taxed
on; credits lower your taxes $1 for $1.

1. Professional Essentials

- Clinical Gear: Loupes, specialized instruments,
and personal protective equipment (PPE).

- Licensure & Dues: State dental board fees, DEA
registration, and professional memberships (like
the ADA or AGD).

+ Malpractice Insurance: Premiums for
professional liability and business insurance are
100% deductible.

« Continuing Education (CE): Tuition for clinical
courses, workshops, and required certifications.
Some CE might even qualify for the Lifetime
Learning Credit.

2. Office & Technology

+ Supplies: Everything from composite and
bonding agents to office paper and stamps.

DRILLDOWN TIP
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+ Software: Monthly subscriptions for practice
management (e.g., Dentrix), digital imaging, or
accounting software.

- Major Equipment: Under Section 179, you can
often deduct the full cost of large purchases like
dental chairs or X-ray machines in the year you
buy them.

3. Travel and the “Tax Home”

- Business Travel: 100% of airfare and lodging for
out-of-town dental conferences is deductible.

+ Local Mileage: While you cannot deduct your
commute from home to your primary clinic, you
can deduct mileage driven between different
office locations or for business errands.

+ Meals:

- Travel/Client Meals: Generally 50%
deductible.

. Staff Meals: Effective January 1, 2026,
many employer-provided meals (like
lunch for a staff meeting) will drop to 0%
deductible unless they are treated as taxable
compensation to the employees.

4. The Home Office Deduction

If you use a specific space regularly and exclusively
for administrative tasks like treatment planning or
billing, you can take a deduction.

- Simplified Method: Deduct $5 per square foot
(up to 300 sq. ft.).

+ Actual Expense Method: Deduct a percentage
of your home utilities, insurance, and repairs.

5. Health Insurance

Self-employed dentists can typically deduct 100%
of health insurance premiums for themselves and
their families.

Keep a separate business bank account and credit card. Generally,
do not mix personal expenses in your business accounts. Your
accountant will help you navigate this.
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CHAPTER 5

Building

Wealth &
The Power
of Time

For a new dentist, the temptation to
immediately upgrade your lifestyle—
the “doctor car,” the high-end
apartment—is immense. However,
your greatest financial asset isn't your
clinical speed; it's time. Starting your
investment journey early allows you
to gain market experience and, more
importantly, lets the “snowball effect”
of compounding do the heavy lifting
for you.




1. The Danger of “Lifestyle Creep”

It is easy to over-commit to an expensive lifestyle
before your student loans are under control.
Every dollar you commit to a luxury lease or a high
mortgage today is a dollar that cannot compound
for your future.

DRILLDOWN TIP

Live like a student for just

a few more years. The gap
between your new associate
income and your old student
budget is your “wealth-
building zone.”

2. The Magic of Compounding

Compounding happens when your investment
earnings are reinvested to earn even more earnings.
Over decades, this creates exponential growth.

The $5 Million Goal:

If you want to accumulate $5,000,000 in 25 years
with an average annual return of 10%, you would
need to save approximately $3,750 per month.

+ Wait 5 years? If you delay starting for just five
years (giving you only 20 years to grow), your
monthly requirement jumps to nearly $6,600 to
hit the same goal.

3. Retirement Vehicles: SIMPLE IRA
vs. 401(k)

Most dental practices offer one of two main plans.
Understanding how they work is key to maximizing
your “free money.”

The SIMPLE IRA:

Often used by smaller practices because it is easy
and cheap to run.

« The Match: Usually, the employer must match
your contribution dollar-for-dollar up to 3% of
your salary.

- The Limit: It has lower annual contribution limits
than a 401(k).

D THE NEW DENTIST’'S BUSINESS & TAX HANDBOOK
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The 401(k) Plan:

The “gold standard” for retirement saving, offering
three distinct ways to build your balance:

- Wage Deferral: This is the portion you
contribute directly from your paycheck. You can
choose Traditional (tax break now) or Roth (tax-
free withdrawals later).

- Employer Match: This is “free money” provided
by the practice. They might match, for example,
100% of the first 4% you contribute.

« Profit Sharing: This is an additional contribution
the practice owner can choose to make into
your account at year-end, even if you didn't
contribute a dime. It's a powerful way for owners
to reward themselves and key staff.

4. Advanced Strategies: The Cash
Balance Plan

As your income grows—especially if you become a
practice owner—standard 401(k) limits might feel
too restrictive.

- What is it? It is a "hybrid” retirement plan.
Legally it is a pension, but to you, it looks like an
individual account with a stated balance.

- Massive Contributions: While a 401(k) has
annual limits (currently around $23,000
for deferrals), a Cash Balance Plan allows
for six-figure annual contributions (often
$100k—$250k+), depending on your age.

- The Tax Play: Contributions are 100% tax-
deductible for your business, making this one
of the most effective ways to slash a high tax
bill while simultaneously building a massive nest

egg.

DRILLDOWN TIP

Always contribute at least
enough to get your full
Employer Match. If you
don’t, you are essentially
leaving a portion of your
salary on the table.
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5. The “Umbrella” vs. The “Rain”

One of the most common points of confusion for
new dentists is the difference between a retirement
plan and the investments inside it. Think of your
401(k), SIMPLE IRA, or Cash Balance Plan as a Tax
Umbrella. The umbrella’s job is to protect your
money from the “rain” (taxes). However, the umbrella
itself doesn’t grow your wealth; it's just a protective
structure provided by the government.

1. The “Plan” vs. The “Investments”

When you hear a colleague complain, “My 401(k) is
doing terrible,” they are usually blaming the umbrella
for the weather.

« The Plan (The Umbrella): This is the legal account

type (401k, IRA). It determines when you get a
tax break and how much you can contribute.

- The Underlying Investments (The Growth): This
is what you actually put inside the retirement
account. Your growth depends entirely on these
choices, which vary significantly depending
on which provider (like Fidelity, Vanguard, or a
specialized 401k provider) your practice uses.
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2. Typical Investment Options

Depending on your provider’s “menu,” you will
generally choose from:

« Mutual Funds & ETFs: Collections of hundreds
of stocks or bonds. These are the most common
401(k) staples.

+ Index Funds: Low-cost funds that simply track
the overall market (like the S&P 500).

- Target Date Funds: “Set it and forget it” options
that automatically become more conservative as
you get closer to your retirement year.

+ Money Market/Stable Value: Low-risk, low-
return options that act like a savings account.

3. Why Provider Choice Matters

If your 401(k) provider only offers “expensive”
funds with high administrative fees, your wealth
grows slower. This is why people complain about
“bad 401(k)s.” They aren’t mad at the tax-deferred
status (the umbrella); they are mad at the limited
or expensive investment menu provided by that
specific firm.

As a future owner, you get to choose the provider. Selecting a “low-
fee” provider ensures that more of your and your team’s money
stays in the market compounding, rather than being eaten by
administrative costs.
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CHAPTER 6

Student Loan

Repayment
& The “Tax
Bomb”

For most graduating dentists, student
loans are the largest financial hurdle.
Because dental debt often reaches
$300k—$500k+, your repayment
strategy isn't just about “paying it
off"—it’s about tax planning.




1. Federal Repayment Options

As of early 2026, the federal landscape has shifted significantly. You
generally choose between two paths:

. Standard Repayment: Fixed payments over a set term (usually 10-25
years depending on balance).

+ Income-Driven Repayment (IDR): Your monthly payment is a
percentage of your “discretionary income” rather than your total
balance. Discretionary income generally is your federal Adjusted Gross
Income (AGI) above a percentage of the federal poverty level. Popular
plans like SAVE have been blocked or modified through litigation,
and new income-based repayment structures are being proposed or
implemented, generally capping payments at approximately 1%—10% of
income.

2. The Return of the “Tax Bomb” (2026 Update)

The most critical change for 2026 is the expiration of the federal tax
exemption for forgiven student loans.

+ What it means: If you are on an IDR plan and have a remaining balance
forgiven after 20 or 25 years, the IRS currently treats that forgiven
amount as taxable income.

The Math: If you have $200,000 forgiven, the IRS views it as if you
earned an extra $200,000 that year. This could result in a tax bill of
$50,000 or more due all at once.

- State Impact: Many states (like New York, Ohio, and lllinois) generally
follow federal rules, meaning you may owe state income tax on the
forgiveness as well (subject to change).

3. Exceptions: Tax-Free Forgiveness

Not all forgiveness is taxable. Certain programs remain tax-free at the
federal level even after the 2026 changes:

« Public Service Loan Forgiveness (PSLF): If you work for a 501(c)(3)
non-profit or government entity (like a VA hospital or qualifying FQHC)
for 10 years, your forgiveness is 100% tax-free.

+ Health Professional Programs: Certain state-based or NHSC dental
loan repayment programs that require service in underserved areas are
often tax-exempt.

- Death & Disability: Discharges due to death or total permanent
disability remain tax-free under current federal Law.

4. Tax Deductions for Interest

The IRS allows a deduction of up to $2,500 for student loan interest paid
during the year. However, this deduction phases out quickly as your income
rises. Most practicing dentists will earn too much to qualify for this benefit.
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5. Employer Assistance (The $5,250
Benefit)

A powerful tool often overlooked is Section 127.
Your employer can pay up to $5,250 per year toward
your student loans as a tax-free benefit to you.

This is not considered taxable income, making it a
“double win” for both the practice and the associate.

6. The “Debt Trap” Myth: Why
Student Loans Shouldn’t Stop
Ownership

Many new dentists fall into the trap of believing
they must pay off their student loans before they

Feature Associate (W-2)

Average Income ~$180,000 — $225,000

Earning Power 30% of personal production

Debt Strategy Limited by fixed salary

Example:

can even think about buying a practice. This fear is
largely unfounded. Specialist dental lenders view
student debt very differently than a mortgage or

a credit card; they see it as an investment in your
future earning potential. In fact, most banks expect
high student debt and will still offer 100% financing
for a practice purchase, provided you have a clean
credit history and some liquidity (cash in the bank).

The Financial Reality: Associate vs.
Owner

The most effective way to pay off student debt is
often to increase your income through ownership.
Owners generally earn significantly more per hour of
clinical work than associates.

Practice Owner

~$320,000+
35-50% of company revenue

Use business profit to pay debt faster

Imagine an associate with $400,000 in student loans earning $180,000. After taxes and living expenses, they
might struggle to make more than the minimum loan payments. If that same dentist buys a practice and nets
$320,000, they have an additional $140,000 in annual cash flow. Even after a $50,000 annual practice loan
payment, they are still taking home $90,000 more than they did as an associate. That extra “profit” can be

used to wipe out student debt in a fraction of the time.
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If you're pursuing IDR forgiveness, start a “Tax Bomb Sinking Fund”
today. Treat that future tax bill like a debt you're paying off slowly
over 20 years so you aren't blindsided when the loans disappear.
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CHAPTER 7

Income Tax
101 - How the
IRS Gets Paid

The shift from a student budget to a
dentist’s salary can be a “tax shock.”
Understanding the flow of money
from the patient’s pocket to your
bank account is essential to avoid
year-end surprises.




1. The Golden Equation: Business Net
Income

Regardless of your entity type (LLC, PLLC, or PC), the IRS
looks at your business through a simple lens:

Total Revenue — Business Expenses = Net Income
(Profit)

+ Crucial Concept: You are taxed on the Net Income,
regardless of whether you “took the money out” of
the business bank account or left it there. If your
practice made $100k in profit but you only moved
$50k to your personal checking, you are still taxed
on the full $100k.

2. The S-Corp “Flow-Through” & The K-1

Most dental practices are S-Corps, which are “Pass-
Through” entities.

« The Information Return (Form 1120-S): The S-Corp
itself generally pays no federal income tax. Instead,
it files an “informational return” telling the IRS how
much profit it made. It includes Schedule K-1.

+ The Schedule K-1: This is the most important
document for an owner. It is issued by the S-Corp to
you. It reports your share of the profits, which you
then “flow through” and report on your personal 1040
tax return. This avoids the double taxation imposed on
owners of regular corporations. Tax is only paid at the
personal level.

3. Wages vs. Distributions (The S-Corp
Strategy)

If you are an S-Corp owner, you wear two hats:
Employee and Shareholder.

- Reasonable Officer Wage (W-2): You must pay
yourself a “reasonable” salary for the clinical work
you do. This salary is subject to payroll taxes (Social
Security/Medicare).

« Distributions: Any profit left over after paying your
salary and expenses can be taken as a “distribution.”

+ The Benefit: Distributions are not subject to the
15.3% self-employment tax. This is the primary
reason dentists choose S-Corp status—it
saves thousands in taxes compared to a Sole
Proprietorship.
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4. Personal Income Tax & The
Graduated Table

The U.S. uses a graduated (progressive) tax
system. You aren’t taxed at one flat rate on your
entire income. Instead, your income is divided into
“buckets”

» The first portion of your income is taxed at 10%.

« The next portion is taxed at 12%, then 22%, 24%,
and so on.

« The Myth: “Moving into a higher bracket” does
not mean all your money is taxed more. Only the
dollars that fall into that higher bucket are taxed
at the higher rate.

DRILLDOWN TIP
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5. Paying the Piper: Payroll vs.
Estimates

The IRS is a “pay-as-you-go” system. They want their
cut throughout the year, not just on April 15th.

+ W-2 Employees: Estimated taxes are
automatically withheld from every paycheck.

- 1099/0wners: You may need to send Quarterly
Estimated Payments to the IRS (typically in
April, June, September, and January). There is a
simple voucher mailed with a check, or it can be
paid on IRS’s online portal.

- Safe Harbor: If you don’t pay enough
throughout the year, the IRS will hit you with
Underpayment Penalties. Generally, you must
pay at least 90% of this year’s tax or 100%
(sometimes 110% for high earners) of last year's
tax to avoid the penalty.

Don't treat your business bank account like a personal ATM. Set
aside 25-30% of every dollar of profit into a separate “Tax Savings”
account so you are ready for those quarterly deadlines.
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CHAPTER 8

The Practice
Acquisition
Journey

Buying a practice is the most
significant financial event of your
career. It is not just a clinical
transition, but a complex business
merger requiring a specialized team.




1. Assembling Your “Dental
Specialist” Team

Generalists often miss the nuances of dental
transitions (like patient attrition or PPO fee
schedules). You need:

- Specialized Dental CPA: To analyze overhead,
perform financial due diligence, and structure
the tax allocation.

- Dental Attorney: To draft the purchase
agreement, negotiate the lease, and handle non-
compete covenants.

- Practice Lender: Specialized lenders (like Bank
of America Practice Solutions or Wells Fargo)
offer 100% financing for dentists because they
understand the industry’s low default rates.

+ Transition Consultant/Broker: Helps find
opportunities and facilitates communication
with the seller.

2. The Acquisition Process: From LOI
to Closing

« The LOI (Letter of Intent): A non-binding
document that outlines the proposed price and
key terms (like the transition period). It's the

D THE NEW DENTIST’'S BUSINESS & TAX HANDBOOK
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"engagement” before the “marriage”.

- Due Diligence: A deep dive where your team
reviews tax returns, clinical charts, and insurance
fee schedules to ensure the revenue is real and
sustainable.

- Credentialing: Start this early (at least 90 days
before closing). You must be credentialed with
the practice’s PPO providers to avoid being paid
"out-of-network” on day one.

3. Asset Purchase vs. Stock Purchase

How you buy the practice changes your tax bill and
your liability.

- Asset Purchase (The Buyer’s Choice): You buy
the equipment, goodwill, and records.

+ Pros: You get to “step up” the basis of assets
for depreciation and you generally don't
inherit the seller’s past legal liabilities.

« Stock Purchase (The Seller’s Choice): You buy
the actual legal entity (the shares).

+ Cons: You inherit all “skeletons in the closet”
(past lawsuits, tax audits) and lose the ability
to take immediate depreciation deductions.

PAGE -

22



4. Purchase Price Allocation

The IRS requires the buyer and seller to
agree on how the price is split.

- Tangible Assets (Equipment/Supplies):

- Intangible Assets (Goodwill):
Amortized over 15 years for the buyer;
taxed at lower capital gains rates for
the seller.

5. Buying the Accounts
Receivable (A/R)

Should you buy the “money owed” by
patients?
+ The Strategy: Buying A/R provides
immediate cash flow on day one.

+ The Valuation: Use a sliding scale—pay
~95% for current bills, but significantly
less for anything over 90 days old.

6. Networking to Find Your
Practice

The best deals are often “pocket listings”
not found on public websites.

+ Supply Reps: Henry Schein or Patterson
reps visit every office in town; they often
know who is thinking about retiring
before anyone else.

Buyers want more here for fast
depreciation; Sellers want less because
it's taxed at higher ordinary rates.

Local Specialists: Endodontists and
Oral Surgeons see referrals from
everyone—they know which practices
are growing and which are slowing

down.
\DOWy,
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DRILLDOWN TIP

If the practice real estate is for sale, consider buying it. Owning the
building allows you to pay rent to yourself (another entity) and build
long-term equity outside of your clinical production.
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CHAPTER 9

The
Partnership

Path - Buying
In vs. Buying
Out

While many dream of solo ownership,
the reality for most new graduates

is the partnership track. You join

a practice as an associate with

the intent to buy a portion of the
equity (typically 25% to 50%) after a
“working interview” period of one to
three years.




1. The “Pre-Nup” for Dentists

Before you sign an associate contract with a “future
buy-in” clause, you need a clear roadmap. Vague
promises like “We'll talk about partnership in two
years” often lead to heartbreak.

+ The Valuation Formula: Agree now on how the
practice will be valued later (e.g., a percentage of
the last three years' average collections).

- The Trigger: Define exactly what happens to
make the buy-in occur. Is it a date? A production
milestone?

» The Right of First Refusal: Ensure that if the
owner decides to sell the whole practice, you
have the first right to buy it before an outside
Dental Support Organization (DSO) swoops in.

2. Methods of Buying In

How you pay for your “slice of the pie” impacts your
taxes and cash flow:

« Lump Sum (Bank Financed): You take a loan
from a dental lender to pay the senior doctor.
This is often the cleanest method, allowing
the senior doctor to exit a portion of their risk
immediately.

- "Sweat Equity” (The Compensation Reduction):
You take a lower percentage of production (e.g.,
25% instead of 30%) for several years, with the
difference acting as your “payment” toward
ownership.

« Tax Warning: The IRS may view this
“discounted” buy-in as taxable compensation
to you. Always consult DrillDown Solution LLC
before choosing this path.

DRILLDOWN TIP
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3. Governance: Who's the Boss?

When you become a partner, you are no longer just
a clinician; you are a co-manager. Your Operating
Agreement must answer the “What-Ifs":

- Decision Making: Do you have an equal vote
on hiring/firing staff or buying a $100k CBCT
machine?

Income Allocation: Does profit get split 50/50,
or is it based on “Personal Production” (what
you kill, you eat) plus a small “Owner’s Dividend”
based on equity?

- The Exit: How does a partner get out? If the
senior doctor retires, do you have to buy the
rest of the practice?

4. The Tax Flow of a Partnership

Most dental partnerships are taxed as Multi-Member
LLCs or S-Corps.

+ Step-Up in Basis: If you buy a 50% stake in an
existing LLC, your Dental CPA should ensure a
Section 754 election is made. This allows you
to "re-depreciate” your half of the equipment,
providing a massive tax shield that the senior
doctor has likely already used up.

5. Why Partnership?

- Shared Overhead: Splitting the cost of the front
office, rent, and marketing makes the practice
more “profitable” per doctor.

+ Mentorship: You have an experienced clinician
down the hall for tough cases.

- Lifestyle: It's much easier to take a vacation
when a partner is there to handle your patients’
emergencies.

Don't just look at the clinical production. Review the Culture. A
partnership is a “financial marriage.” If you don’t agree on how to
treat staff or patients now, a legal contract won't fix it later.
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CHAPTER 10

Protecting
Your Practice

- Payroll,
Personnel, and
Prevention

As a practice owner, your team is
your greatest asset, but they also
represent your largest financial
commitment and your most
significant source of risk. Managing
a dental office requires a balance
of high-level trust and rigorous
verification.




1. The “Expert-Only” Rule:
Payroll is a Commodity

In the dental world, payroll is a commodity

service. There is zero competitive advantage
to doing it yourself, but there is massive risk.

+ The Risk: Miscalculating overtime, missing

a tax deposit deadline, or failing to file
a Form 941 can result in “Trust Fund
Recovery Penalties.” These are unique

because the IRS can hold you personally

liable, even if you have an LLC or PC.

« The Solution: Outsource this to a
professional service (like Gusto or ADP)

or your Dental CPA. The cost is negligible

compared to the peace of mind of
knowing your payroll taxes are filed and
paid automatically.

2. Hiring: Trust, but Verify

The dental industry suffers from high rates
of internal theft and embezzlement. Small

offices where one person handles both clinical

billing and bank deposits are prime targets.

» Background Checks: Every hire—from
the associate to the part-time sterilizer—
should undergo criminal and credit
background checks. A candidate with
significant personal financial distress is a
high-risk hire for a cash-heavy business.

+ Onboarding: Before an employee touches
a patient, ensure you have a signed
Form I-9, Form W-4, and an Employee
Handbook. This handbook is your “shield,”
outlining policies on HIPAA, harassment,
and PTO.

. D THE NEW DENTIST’'S BUSINESS & TAX HANDBOOK
% DRILLDOWN SOLUTIONS LLC © 2026

DRILLDOWN TIP

Don‘t rely solely on “nice people.” By using a professional payroll
service and a Dental-Specific CPA, you add a second set of eyes
that can spot anomalies before they become a $100,000 problem.

3. Embezzlement: The “Silent Infection”

Embezzlement usually happens when an owner is too
“checked out” of the front-office numbers. An ounce of
prevention is worth a pound of cure; if your team knows
you are watching the reports, the temptation drops
significantly.

The Daily Reconciliation Procedure:

The most effective way to stop theft is a strict Daily
Close process. Before anyone leaves for the day,
perform a Three-Way Match:

1. Day Sheet: What you produced in Dentrix or Open
Dental.

2. Collection Report: What you actually collected.

3. Bank Deposit Slip: What is physically going to the
bank.

« Note: Never use “petty cash” from the drawer for
office supplies; it creates a “gray area” where money
disappears.

4. Internal Controls: The “Anti-Theft”
Setup

Separate Duties: The person who collects the co-pay
should not be the same person who reconciles the bank
statement at the end of the month.

+ Audit the “Adjustments”: This is the #1 way dentists
are robbed. An embezzler pockets a patient’s $100
cash payment and enters a “$100 Professional
Courtesy” write-off so the ledger looks clean. Run an
Adjustment Report monthly and verify every single
write-off.

+ Home Delivery: Have your bank and credit card
statements mailed to your home address, not the
office. This ensures you are the first person to see
unusual withdrawals or “ghost” vendors.
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CHAPTER 11

The “Soft
Skills" -

Your Clinical
Success
Multiplier

You can prep the perfect crown, but
if you can’t communicate its value

or lead the assistant helping you,
your production—and your career
satisfaction—will suffer. Whether you
are an associate or an owner, your
Emotional Intelligence (EQ) is just as
important as your board scores.




1. Communication: The Bridge to
Case Acceptance
Patients don’t buy dentistry; they buy trust.

+ Plain English: Stop using terms like
“interproximal caries” or “furcation.” Use
analogies. A crack in a tooth is like a “crack in a
windshield"—if we don't fix it now, it's going to
spread.

+ Active Listening: Let the patient speak first.
Ask, “What are your goals for your smile?” When
a patient feels heard, they are far more likely to
say “yes" to your treatment plan.

2. Leadership: You Are the “Captain
of the Room”

The moment you put on the white coat, you are a
leader. The team looks to you for the “vibe” of the
office.

« The Associate Leader: Even if you don’t own
the practice, you “own” your operatory. Lead
your assistant by being prepared, staying on
schedule, and showing gratitude. A happy
assistant makes you a faster, more profitable
dentist.

+ The Owner Leader: Your team doesn’'t do what
you say; they do what you do. If you want a
culture of punctuality and excellence, you must
be the first one in the building and the most
professional person there.

3. Team Building & The “Daily Huddle”

A practice is a professional sports team, not a family.

DRILLDOWN TIP
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You need high performers in every position.

+ The Huddle: Spend 10 minutes every morning

reviewing the day. Who is a new patient? Who
has an outstanding balance? Where can we fit
an emergency?

+ Empowerment: Give your team the “why”

behind your decisions. When a hygienist
understands why you prefer a specific material,
they become your best advocate to the patient.

4. Accountability: Own the Outcome

In a dental office, “finger-pointing” is a productivity
killer.

- Extreme Ownership: If a case comes back from

the lab and doesn't fit, don't blame the lab or the
assistant. Ask, “"How could my impression have
been better?”

Clear Expectations: Most “team problems”
are actually “communication problems.” Use
Job Descriptions and clear Key Performance
Indicators (KPIs) so everyone knows exactly
what winning looks like.

5. Continuous Development

Soft skills are like a muscle; they atrophy if you don't
use them.

- Read & Learn: Make business and leadership

books a part of your “CE” routine.

- The “Humble” Associate: If you are an associate,

ask the senior doctor for feedback not just on
your margins, but on how you handled a difficult
patient interaction.

Patients may not know if your margin is perfect, but they always
know how you made them feel. High EQ leads to high referrals,
which leads to a high-value practice.
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CHAPTER 12

The Dental
Team - Who
Does What?

In a high-functioning practice, the
dentist is the quarterback, but the
game is won by the offensive line.
Understanding the specific roles,
legal boundaries, and “superpowers”
of each team member is essential for
a new associate or owner.
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1. The Front Office: The Gatekeepers

- Office Manager (OM): The “CEOQ” of the daily
operations. They handle high-level HR, monitor
practice KPIs (Key Performance Indicators), and
ensure the schedule is productive, not just “full.”

- Patient Coordinator / Scheduler: Their goal is
“no white space” on the calendar. They manage
the delicate balance of emergency squeeze-ins
and long-term restorative blocks.

+ Insurance/Billing Coordinator: The specialist who
verifies benefits, files claims, and fights for every
dollar of reimbursement. They are the primary
defense against “Accounts Receivable” (money
patients owe you) spiraling out of control.

2. The Hygiene Team: The Foundation

- Registered Dental Hygienist (RDH): Far more
than “teeth cleaners,” they are your primary co-
diagnosticians. Because they spend 60 minutes
with the patient (to your 10), they build the trust
that leads to case acceptance.

« The Hygiene Assistant: In high-volume practices,
an assistant helps the hygienist by flipping rooms,
taking X-rays, and polishing, allowing the RDH to
focus purely on scaling and education.

3. The Clinical Assistants: Your Right
Hand

« Chairside Assistant (DA or RDA): Your partner in
every procedure. They manage moisture control,

DRILLDOWN TIP

material preparation, and patient comfort. A
great assistant is “two steps ahead,” having the
next instrument ready before you ask.

- EFDA (Expanded Functions Dental Assistant):
In many states, EFDAs can legally place fillings,
take final impressions, and adjust temporaries.
Utilizing an EFDA allows the doctor to move to
the next room sooner, significantly increasing
hourly production.

4. The Sterilization Tech: The Engine
Room

Often an entry-level role, but the most critical

for safety. They ensure a constant flow of sterile
instruments and “clean” rooms. When this role lags,
the entire office grinds to a halt.

5. The Lab Technician

Some large practices have an in-house lab tech for

custom shading, ceramic staining, or denture repairs.

They provide a “concierge” level of service that sets
a boutique practice apart.

THE “"UNWRITTEN RULE” OF ROLES

In a healthy culture, titles define your primary
focus, but they don't define your limits.

« If a patient is waiting at the front desk and
the receptionist is on the phone, a doctor or
assistant should step up to greet them.

- If a trash can is full, anyone can empty it.

As a new dentist, spend a half-day “shadowing” each role. You will gain a profound

respect for the complexity of the front office and the physical demands of the

hygiene team, which will make you a much more effective leader.
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CHAPTER 13

Clinical Flow
& Culture
- How a

Dental Office
Actually
Operates

In dental school, you were the doctor,
the assistant, and the insurance
coordinator all at once. In the real
world, you are the leader of a high-
speed clinical team. Understanding
the mechanics of “Clinical Flow” is
what separates a stressed, behind-
schedule dentist from a profitable,
calm one.




1. The “Hand-Off"”: The Most
Important Conversation

The hand-off is the verbal transfer of trust from
one team member to another. It ensures the patient
never feels “dropped.”

« Assistant to Doctor: Your assistant should brief
you before you enter the room: “Doctor, Mrs. Jones
is here for a crown on #30; she’s concerned about
the shade because of her daughter’'s wedding.”

+ Doctor to Assistant/Admin: When the
procedure is done, never just walk away. In front
of the patient, tell the next team member exactly
what happened and what comes next: “We
finished a beautiful buildup and prep today. Mrs.
Jones needs to see the front desk to schedule
her seat in two weeks and we need to pre-
authorize her nightguard.”

2. Four-Handed Dentistry & Synergy

Your assistant is your co-pilot. To stay on schedule,
you must develop a rhythm:

- Anticipation: A great assistant knows which
instrument you need before you ask.

- Safety & Comfort: While you focus on the 2mm
of the prep, your assistant is focusing on the
patient’s retraction, suction, and overall comfort.

« The “One Voice” Rule: During a procedure, only
one person should be talking to the patient
(usually the doctor) to avoid confusion and
sensory overload.

3. The Hygiene Exam: The Engine of
the Practice

Hygiene is the “bread and butter” of a dental office,
but it's also where the doctor’s schedule often
breaks.

+ The “Interrupt” Strategy: Don't wait until the

DRILLDOWN TIP

end of the hygiene appointment to do the
exam. If you hit a natural breaking point in
your restorative procedure (like waiting for an
impression to set), jump into the hygiene room
then.

- Co-Diagnosis: A high-level hygienist has already
discussed the “cracked tooth” with the patient
before you arrive. Your job is to confirm their
findings and finalize the treatment plan.

4. Culture: The “Invisible”
Infrastructure

Culture isn't a poster on the wall; it's the standards
you live by.

- The “No Gossip” Policy: In a small office, gossip
is cancer. High-performing cultures address
issues directly and privately.

 Cross-Training: In a great office, “that’s not my
job” doesn't exist. If the front desk is slammed,
an assistant helps answer the phone. If a room
needs flipping, the doctor grabs a wipe.

- The “Working Interview"”: When you join a
practice, watch how the team interacts when
the doctor isn't in the room. That is the true
culture.

5. Patient Experience vs. Clinical
Outcome

Patients cannot judge the quality of your margins,
but they can judge the “vibe” of the office.

« Is it clean?
+ Is the team laughing and kind?
+ Did the appointment start on time?
If the “experience” is bad, the patient will assume the

“dentistry” is bad, no matter how perfect your prep
was.

As the new dentist, spend time shadowing the front desk and the

hygiene team. Understanding their “bottlenecks” will make you a much

more effective leader when you start producing.
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CHAPTER 14

Getting
Paid - PPOs,

Coding, and
the Treatment
Coordinator

In dental school, “billing” happened
behind a curtain. In private practice,
understanding how you get paid

is just as critical as how you prep

a tooth. Whether you are in an
insurance-heavy practice or a high-
end boutique fee-for-service office,
these terms will define your daily
dollars produced.




1. PPO vs. Fee-for-Service (FFS)

« PPO (Preferred Provider Organization): You join
a network and agree to accept their contracted
fees, which are typically 30%—50% lower than
your standard office fees. In exchange, the
insurance company sends you a high volume of
patients.

Fee-for-Service (FFS): You are fully out-of-
network. You set your own fees based on your
value and expertise. Patients pay your full fee
upfront and are reimbursed directly by their
insurance. While volume may be lower, your
profit per procedure is significantly higher.

+ Accuracy is Mandatory: Codes always start with
a "D" followed by four numbers (e.g., DO120 for a
periodic exam).

- Common Codes to Know:
« D1110: Adult Prophy.

+ D2330: One-surface anterior composite.
+ D2750: Porcelain-fused-to-high-noble crown.

DRILLDOWN TIP

Never “code for coverage.”
o Always code exactly what you
did clinically. Miscoding to

2. Decoding the Fees: UCR vs.
Contracted

« UCR (Usual, Customary, and Reasonable):

get a claim paid is considered
insurance fraud.

This is the “Full Fee” your office charges for a
procedure.

+ Usual: What you normally charge.

« Customary: The average fee charged by
other dentists in your specific ZIP code.

- Reasonable: A justified fee for a particularly
complex case.

4. The Treatment Coordinator (TC):
Your Clinical “Closer”

The TC is the liaison between your clinical diagnosis
and the patient’s wallet. They are essentially the
“sales department” of the office.

- The Handoff: You diagnose the need; the TC

- The Trap: If your office fee is $1,200 for a
crown but the insurance UCR for your area
is $1,000, they will only pay their percentage
based on $1,000.

3. Procedure Coding (CDT)

The Current Dental Terminology (CDT) is the
HIPAA-standard code set used to document every
action you take.

DRILLDOWN TIP

get’s paid.
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explains the financial “how.” They discuss
insurance limitations, co-pays, and third-party
financing (like CareCredit).

Value over Price: A great TC doesn’t just read a
price list; they help the patient understand the
long-term value of the treatment (e.g., why an
implant is a better 20-year value than a bridge).

Follow-Up: Most “incomplete” treatment lives in
the follow-up list. The TC manages these calls to
ensure patients don't “slip through the cracks”.

Ask questions to understand the financial side of how the office
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Closing Statement
from DrillDown
Solution LLC

Congratulations, Doctor! You've spent years mastering the clinical
complexities of dentistry. You are now entering a profession that is as
much about business and leadership as it is about oral health.

At DrillDown Solution LLC, our mission is to ensure that your financial
health is as robust as your patients’ clinical health. We don't just count
the numbers; we help you create them. We are here to provide the
guidance, monitoring, and accountability you need to navigate from
your first day as an associate to your eventual retirement.

The road ahead is rewarding, and with the right team behind you, it can
be incredibly profitable. Welcome to the profession—we look forward to
seeing you thrive.

See our website and blogs for more educational insights into dentistry.

DrillDown Solution, LLC
www.drilldownsolution.com
801-225-8474

American Fork, UT



DRILLDOWN
W [SOLUTION
v TRUSTED DENTAL CPAs

DrillDown Solution, LLC

www.drilldownsolution.com
801-225-8474
American Fork, UT



