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Amortization is one of those finance terms that gets tossed around in
lending conversations, equipment quotes, and buildout planning, but
most dentists do not get a clear explanation of what it means for real-
world decisions.

At a high level, amortization is simply the schedule of how a loan gets
paid down over time. Every payment is split into two parts: interest (the
cost of borrowing) and principal (the amount that reduces what you
owe). Early in most loans, a bigger portion of your payment goes to
interest. Over time, more of each payment goes toward principal.

That simple concept matters because the way your loans amortize
influences cash flow, borrowing strategy, and how much flexibility you
have during the ramp-up phase of a start-up or expansion. 2



3

WHY AMORTIZATION SHOWS UP
EVERYWHERE IN DENTISTRY

Most dentists encounter amortization in three common ways:

Practice purchase financing (buying a practice or buying in)

Buildouts and construction financing (tenant improvements,
construction loans, expansions)

Equipment loans (chairs, imaging, IT, software systems, and large
capital purchases)

Each type can be structured differently, but they all share the same
reality: the payment schedule affects your monthly breathing room
more than the headline loan amount.



When you hear “10-year term at 6%,” that does not tell you what you
actually need to know. The amortization schedule does.

A schedule answers questions like:
What is my monthly payment, and how does it change over time?

How much interest am I actually paying in the first 12 to 24
months?

If there is a balloon payment, what do I still owe when it hits?

What happens if I pay extra principal?

Are there any penalties if I pay more, or pay off the loan early?

If you are planning a purchase or buildout, the schedule is also how you
avoid wishful thinking. You can look at your real payment burden and
compare it against what your practice can realistically support while
you are still building patient flow and collections.

THE AMORTIZATION SCHEDULE
IS THE TRUTH, NOT THE QUOTE
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https://dentalsuccessnetwork.com/blog/factors-that-influence-the-average-amortization-period-in-dentistry/
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AMORTIZATION AND CASH
FLOW IN THE FIRST YEAR

In a startup, cash flow timing is usually the first financial pain point,
not profitability on paper. 

Even if you are producing, collections often lag. Insurance
reimbursement delays and early inefficiencies are normal. That is why
amortization matters. A loan can look reasonable until you realize the
payment is aggressive during the exact months when you are most
cash-strapped. 

This is also why many dentists use a pro forma to anticipate how deep
they might go into the red and how long it might take to climb out. The
goal is not to predict perfectly. The goal is to avoid getting surprised
when the early months do what early months always do.

https://dentalsuccessnetwork.com/blog/are-you-making-these-costly-start-up-mistakes/
https://dentalsuccessnetwork.com/blog/are-you-making-these-costly-start-up-mistakes/
https://docs.google.com/spreadsheets/d/17ZbvmUnFp-dBxzQwDWctkkM-CjmYOV4y/edit?usp=sharing&ouid=109838932902033755104&rtpof=true&sd=true


BALLOON PAYMENTS AND
SELLER FINANCING

Amortization becomes especially important when you are structuring
non-traditional deals, like seller financing.

A common format looks like this: a longer amortization schedule (for a
lower payment) combined with a shorter balloon window (to force a
refinance or payoff). That can be a useful structure, but only if you
know what the balloon balance will be when it comes due.

If you do not run the amortization schedule, you are guessing. You
want to know the actual remaining balance at month 36 or month 60,
not the optimistic version of it.
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https://dentalsuccessnetwork.com/blog/do-you-understand-your-ebitda/
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DEBT TRACKING AND
PRIORITIZING PAYDOWNS

Most dentists eventually end up with multiple debts at once: student
loans, practice loans, equipment loans, and possibly real estate loans.

When you track loans month to month, amortization helps you see how
quickly balances are dropping and where interest is actually
accumulating. That makes the debt strategy more rational.

A few practical takeaways:

Low-balance loans can be psychologically helpful to clear
early, but high-interest debt usually deserves attention first. While
this isn’t what Dave Ramsey or Mike Michaelowicz would suggest,
it’s technically a smarter financial move.

Not all interest is equal. Business interest is often deductible,
while personal debt is usually paid with after-tax dollars. That
difference can change which debt is truly more “expensive.”

Extra payments should be intentional. Paying down a loan early
can be a strong move, but you should compare that benefit
against keeping cash available, especially during a start-up ramp.

https://dentalsuccessnetwork.com/blog/are-you-taming-your-costs/


HOW AMORTIZATION IMPACTS
YOUR LINE OF CREDIT STRATEGY

A line of credit is not the same as a term loan, but it still intersects with
amortization thinking because it fills a gap that amortization schedules
can create.

Many start-ups do not fail because the practice is not viable. They fail
because the cash timing is off. If your pro forma shows you may be
negative early, a line of credit can keep you from making desperate
decisions like cutting marketing too soon or delaying necessary hiring.

A smart approach is to secure more access to funds than you expect to
use, then pull only what you need. The value in this strategy is flexibility.
You are buying the ability to respond calmly when ramp-up of your
practice and patient flow is slower than your spreadsheet predicted.
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A SIMPLE WAY TO SANITY
CHECK YOUR FINANCING

Before you sign on a purchase or buildout, ask yourself:

Can the practice handle the monthly payment during the first 90 to
180 days?

If collections lag, do I still have enough margin to pay staff and
fixed expenses?

If there is a balloon, do I know exactly what I will owe on that
date?

Do I have working capital access if the timeline stretches?

If I pay extra principal, am I doing that strategically or emotionally?

If you cannot answer those questions clearly, it is not a sign that you
are bad at finance. It is a sign you need to look at the amortization
schedule, not just the headline terms. And remember, you can always
ask for different terms, interest rates, timeframes, and amortization
schedules. 
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THE REAL POINT OF
UNDERSTANDING AMORTIZATION

Amortization is not something you learn to “feel smart.” It is something
you learn to protect your options and cash flow.

A dental practice purchase or buildout is usually not won or lost on the
interest rate alone. It is won or lost on how the payment schedule fits
into your early cash reality, and whether you set yourself up with
enough flexibility to handle normal turbulence without making
avoidable mistakes.

If you treat the amortization schedule as a planning tool instead of
paperwork, it becomes one of the most practical financial skills you
can develop as an owner.
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