
WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING
Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor
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Minnesota Dental Association Dental Entrepreneurial Program
May 7, 2022

Valuations, Accounting, Taxes, and 
Basics of Practice Profitability 
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Robyn Murray, CPA

Director

robyn.murray@claconnect.com

612-376-4627

Your Presenter
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Building your team

When and how do CPAs advise dentists

Legal entities and tax structures 

Financial tools practice owners use

Practice estimate of value

Compensation formula overview
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Building your team – CPAs and Advisors

Who else is on your team?

✓ Legal – contracts, employee handbook

✓ Banking and financing

✓ Insurance – protection, HIPPA guidance and compliance

✓ Equipment – technology and data security

✓ Real estate – own or lease

✓ Marketing – website and online presence

✓ Financial advisor – plan and guidance, create long-term vision

✓ Practice consultant  

✓ Clinical mentor
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When do CPAs help Dentists?

D3, D4 and 
Associate

•Build clinical skills

•Build your team of 
advisors

•Focus on learning 
profession

Interest in 
Becoming Owner

•Determine lifestyle and 
practice philosophy

•Save cash

•Practice budgeting

•Analyze practices for 
purchase or associate 
buy-in

Ownership

•Team leader, effective 
boss, business partner

•Entrepreneur and 
community member

•Learning to run a 
business

Practicing 
Dentist

•Tax strategies and 
planning

•Add associate, practice 
expansion

•Retirement planning, 
wealth building

Plan and Execute 
Exit Strategy

•Financial freedom, 
succession planning, 
retirement

•Trust and estate 
planning

•Maximize value of 
practice before 
retirement



©
2

0
2

2
 C

lif
to

n
La

rs
o

n
A

lle
n

 L
LP

How CPAs Help Owner Dentists:

6

What are some 
metrics to measure 
how my practice is 

performing?

How do I compare 
to other practices?  

Am I reaching the 
goals I have set for 

my practice? 

How do I know if I 
am managing cash 

wisely?

Are there ways to 
minimize my tax 

bill?

What internal 
controls can I 
implement to 

mitigate fraud?
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Accounting Software
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Legal entities and tax structures 
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Balance Sheet

• Snapshot in time (i.e., as of 12/31/2021)

• What do you own?

• What do you owe?
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Profit and Loss (P&L)

• Period of time (i.e., month, quarter, year)

• Revenue 

• Expenses

• Also called Income Statement
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Why is understanding your financial statements important?

• Understand and know what you are paying for

• Monitor your expenses – have a disciplined approach to financial management

• Having an accurate P&L allows you to compare apples to apples 

• This information is reported on your practice tax return
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METHOD 1 - ASSET VALUE Low High

Dental equipment  - $150,000 $150,000

Office equipmemt and furniture 10,500 10,500

Leasehold improvements 20,000 20,000

Dental supplies & hand instruments 15,000 15,000

Accounts receivable 110,000 125,000

Patient records/goodwill 490,000 765,000

Total value $795,500 $1,085,500

PAINLESS DENTISTRY  ,DDS , PA

Estimate of Practice Value

December 31, 201X
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MET HOD 2 - ANNUALIZED  NET   PRODUCT ION (W e ighte d  Av e )

12/31/xx $1,100,000 times 1 $1,100,000

12/31/xy 1,350,000 times 2 $2,700,000

1231/xz 1,530,000 times 3 $4,590,000

6 $8,390,000

divide by 6 $1,398,333

 

Average annual  net  production $1,398,333

T otal v alue $769,083 $1,048,750

55% 75%

December 31, 201X

PAINLESS DENTISTRY, DDS , PA

Estimate of Practice Value
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Estimate of Practice Value

December 31, 201X

METHOD 3  - CAPITALIZED EARNINGS

Average annual  net production-(from above) $1,398,333 

Less: Average operating expenses 60% (839,000)

Professional labor  (38% of net Dr. prod after lab) (350,000)

Equipment contribution (25,000)

Excess Earnings $184,333 

Capitalization Rate 20% 16%

(5 times) (6.25 times)

Total value $921,667 $1,152,083 
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Estimate of Practice Value

December 31, 201X

METHOD 4 - ANNUALIZED EARNINGS Low High

Total earnings(amt available for doctors)

12/31/xx $420,000 

12/31/xy $520,000 

12/31/xz $650,000 

Total earnings for the above years $1,590,000 

div by 3

Average annual earnings $530,000 

2 2.5

Total value $1,060,000 $1,325,000 
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Estimate of Practice Value

December 31, 201X
Average value of the four methods presented

Method 1 $795,500 $1,085,500 

Method 2 769,083 1,048,750 

Method 3 921,667 1,152,083 

Method 4 1,060,000 1,325,000 

Total of the four methods presented $3,546,250 $4,611,333 

div by 4 div by 4

Average of the above valuation methods $886,563 $1,152,833 

Calculated value (average of low & high) $1,019,698 

Other Balance Sheet items at   12/31/1X

Cash $20,000 

Accounts payable (2,500)

Payroll withholdings payable (7,500)

Notes payable (100,000)

Current year profit 0 

Net total ($90,000)

Net value 929,698 

Net value-rounded 930,000 
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Compensation Formula Overview

• Two or more dentists sharing ownership of the practice

• How is income allocated between owners?

• Compensation formula defines the financial payouts from practice
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Practice checklist example
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Practice checklist example
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Practice checklist example
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Additional Resources

• A Guide To STARTING A BUSINESS IN MINNESOTA is updated annually. Copies are 
available without charge from the Minnesota Department of Employment and 
Economic Development (DEED), Small Business Assistance Office, Great Northern 
Building, 12th Floor, 180 E. 5th Street, St. Paul, MN 55101-1678. Telephone: 651-
556-8425 | 800-310-8323 

• Small Business Assistance Office (SBAO) / Minnesota Department of Employment 
and Economic Development (mn.gov)

29

https://mn.gov/deed/business/help/sbao/


The information herein has been provided by 
CliftonLarsonAllen LLP for general information 
purposes only. The presentation and related materials, 
if any, do not implicate any client, advisory, fiduciary, 
or professional relationship between you and 
CliftonLarsonAllen LLP and neither CliftonLarsonAllen 
LLP nor any other person or entity is, in connection 
with the presentation and/or materials, engaged in 
rendering auditing, accounting, tax, legal, medical, 
investment, advisory, consulting, or any other 
professional service or advice. Neither the presentation 
nor the materials, if any, should be considered a 
substitute for your independent investigation and your 
sound technical business judgment. You or your entity, 
if applicable, should consult with a professional advisor 
familiar with your particular factual situation for advice 
or service concerning any specific matters.

CliftonLarsonAllen LLP is not licensed to practice law, 
nor does it practice law. The presentation and 
materials, if any, are for general guidance purposes and 
not a substitute for compliance obligations. The 
presentation and/or materials may not be applicable 
to, or suitable for, your specific circumstances or needs, 
and may require consultation with counsel, 
consultants, or advisors if any action is to be 
contemplated. You should contact your 
CliftonLarsonAllen LLP or other professional prior to 
taking any action based upon the information in the 
presentation or materials provided. CliftonLarsonAllen 
LLP assumes no obligation to inform you of any changes 
in laws or other factors that could affect the 
information contained herein.

©2022 CliftonLarsonAllen LLP
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