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Making an Informed Decision 

ƷHaving accurate data is key to making an 
informed decision 

ƷRegardless of the course of action you 
ultimately choose  

ƷThe following is a very brief overview of 
how to measure the financial implications of 
the pending reduction  
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Basic Overview of Computation 
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Basic Overview of Computation 

Ʒ Operating Overhead: 

Á Those expenses common to all practices required to run day to day 
operations 

Á Operating Overhead does not include: 
Ʒ Owners compensation or benefits 

Ʒ Loan or (Equipment) Lease Payments 

Ʒ Depreciation 

Ʒ Other arbitrary Expenses 

Ʒ How to Compute 

Á From financial statement or tax return  

Á Add up all expenses 

Á Subtract Items Above 

ÁDivide by Net Collectionsé 
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Basic Overview of Computation 

Notice the compound effect on Operating Cash Flow.  A 7.5% drop in 
collections, with no change to overhead, creates an 18.75% reduction in 
operating cash flow (your profit)é  
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Compounding Decrease in Profit 

If your overhead has been neglected and is already ñout of shapeò notice that 
the impact to the bottom line is proportionately greater...  
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Impact on Various Overhead % 

Of course the larger the overall fee reduction, the greater the impact on 
operating cash flow alsoé 
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Where to Get Accurate Data 

ƷOverhead: Financial Statement or Tax Return ï  

ÁMost recent full year 

ƷPercentage Decrease ï Premier  

ÁSide by side by fee code 

ÁMultiply by procedure frequency  

ÁCompute overall composite percentage change 

ƷPercentage Decrease ï PPO 

ÁSide by side by fee code 

ÁMultiply by procedure frequency  

ÁCompute overall composite percentage changeé 
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Where to Get Accurate Data 

ƷWDS Production - % of Total Practice Receipts 

ÁMust compute separately for Premier & PPO 

ÁBest source is your practice management software 

ƷWe have found WDS report inaccurate 

ƷYou will likely need PM Support or Trainer to assist to produce 
accurate report (Donôt hesitate to call your software support 
line and/or refer to your manual ) 

ƷThere are quasi manual ways to accumulate the data from your 
Practice Management System 

ƷRemember:  You need the total production for applicable 
patients (not just insurance reimbursements)  
Á Insurance reimbursement, plus co-pays, plus patient payments in excess 
of annualé 

 



Dental Wealth Advisors LLC Dental Group LLC 

Brief Summary 

ƷA percentage reduction on the top line has a much 
larger impact on your bottom line  

ƷGathering accurate data requires a little expertise, 
but you have the data in your Practice 
Management  System and Tax/Financial 
Statements 

ƷUnderstanding the importance of managing your 
overhead is a side benefit from this exercise 

ƷComputing the financial impact is a key to an 
informed decisioné 
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Dental Group, LLC 

ƷContact Information:  

 
ÁPhone: 425.216.1612 

ÁFax: 425.216.1613 

ÁEmail: Mail@cpa4dds.com 

ÁWeb Page  www.cpa4dds.com 

ÁFacebook  www.facebook.com/dentalgroupllc 

ÁSnail Mail:  625 Fourth Avenue, Suite 205 

     Kirkland, WA  98033 

      

 

 

 

 


