Information on the business
management of a dental office.

business
practice

well respected dental con-
sultant recently informed a
dental practice purchaser that
patient files are each worth
$100. However I later learned
that the practice in question was
located in Mississauga — which
is one of the most sought after
locations in the entire country.
Thus the value of each patient
file could be significantly high-
er. As evidence, a practice in
downtown Toronto was recently
sold for a goodwill price of $320,000. This practice had to
be moved immediately to another location and had only
800 active recall patient files in total — which works out
to exactly $400 per patient. Further, there were no hold
backs in the offer, no reconciliation formulas based upon
patients showing up or income staying the same or even
a requirement that the former owner remain for a transi-
tion period. It was an unconditional cash sale.

Quite simply — the market knows what something is
worth. Supply and demand are the major determinants
of what a sale price will be. Look at the stock market.
Look at residential real estate sales. When something is
over priced (or is in low demand) it sits around unsold for
a long time. When it is under priced (or is highly covet-
ed) it sells in an instant. The conclusion is that when
there are already too many dentists serving a community,
and more wanting to enter, and not enough patients to
go around, the value of each patient file will be higher.
Fair market value is described as the estimated price at
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which an asset or service would
pass from a willing seller to a
willing buyer, assuming that
both buyer and seller are acting
rationally, at arms length, in an
open and unrestricted market,
when neither is under compul-
sion to buy or sell and when
both have reasonable knowl-
edge of the relevant facts. It is
also presumed that the price is
not affected by special or cre-
ative  financing or sales
concessions granted by anyone associated with the sale.

Although the previous simplistic calculation deter-
mined a value of $400 per patient, there are many
variables that may alter this number either up or down. I
submit that a similar “per patient value” should hold
true for all major cites that have a surplus of dentists — as
there are few major market differences (with some excep-
tions) between provinces. In addition to all of the GTA,
Vancouver, Calgary, Edmonton, Ottawa and to some
extent even areas of Halifax, are very similar in terms of
the supply and demand of dental manpower. This opin-
ion is substantiated by the actions of buyers and sellers
across Canada.

As further evidence supporting market-based valuations
one only has to look to the actions of all five major banks
(especially Scotiabank and RBC) who may offer financing
to a creditworthy dentist, anywhere in Canada, often
based upon an accurate practice appraisal. The banks
have confidence in market-based values because they
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know that most new dental practice Simple and Effective Treatment
owners can service their debts and =
pay themselves at the same time. for snorlng and SIeep Apnea

What is a patient really worth
from an investment perspective? If a

patient is booked just twice for a Oral Appliance Therapy is an =P,
) . alternative treatment for those

cleaning and once for one medium- suffering from Sleep Apnea

sized restoration, the dentist will whether or not they are using

probably bill about $500 for the year. Continuous Positive Airway Pressure

machine (CPAP). This treatment should
also be considered by those who have not
achieved the relief they expected

Over 10 years this patient would
generate about $5,000 in gross fees.

Thus, from an income related to following a surgical intervention.

investment approach, if the purchas-

er paid $400 for the chart, this works Oral Appliance Therapy is:

out to an 8.7% return on invest- * Proven to effectively treat mild to moderate Sleep Apnea.

» Proven to control snoring in 90% of patients.

ment. Plus the dentist still owns the . . . -
« A customized appliance for every patient, optimizing comfort.

chart after ten years and could prob- « Small and convenient for travel.
ably sell it for $400 — all other
things remaining equal. The Suad™ Device
As further evidence for the ever- Clinically demonstrated to show high levels of patient:

e Compliance * Acceptance ° Efficacy

increasing value of dental practices

Imvesor Dentst (-dentist™ lent
Investor Dentist (i-dentist™) client The SUAD Device
wants to purchase several dental

practices and then place as many E.W.Flﬂ NGOEMNTALUL

associates as possible into these 1.800.339.4452 - info@strongdental.com
offices, while not planning not to Contact us today for more information, or to request shipping supplies and lab scripts.
’

work in any himself. Why? Because a
10-20 percent return can be readily
achieved just through managing
these offices. When this investor

repays all acquisition loans, the . e
return increases to almost 30 percent! .
Prior to 1974, when my father Roy . 1

Brown first suggested that a dental

practice had any value at all, most . - - '; Is I“St a
dentists simply shut their doors and nh II v
__hone call awa

retired. Today, with practice values

at an all-time high, we stand by our 3 |
commitment to owner dentists; Dependency Eider Care - Financial Problems - Legal
those who have dedicated years to Issues Stress
establishing their practices. These
practitioners deserve to be respected
by today’s young purchasers. [

Creating Balance in Dentistry

Timothy A. Brown is the President & } _
C.E.O. of ROI Corporation & ROI Members’ Assistance Program

. K A professional helpline supported by the Ontario from CDSPI toll free at
Capital, companies that specialize in Dental Association, for the dental team and their

dental practice appraisals, brokerage, families
consulting, locum placements, associ-
ateships and practice financing across .

Obtain confidential, short-term counselling or The phone line is open 24 hours

Canada. TlmOthy . can be r?aChed at referrals from experienced professionals. a day, seven (_iays a week fr_om
905-820-4145 or timothy@roicorp.com. anywhere in North America.

You do not have to be an ODA member or have
products through CDSPI to use this service.

DAR committee members are available to make
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Mr. Brown'’s ROI. colleagues, Dr. Jeff Wl.lhams Onta[‘l() Denta_l presentations at Component Society Meetings.
and Ms Ann Wright, RDH, both contributed ASSOCIATION Contact Elva Gough at the ODA, egough@oda.on.ca

to this article.
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