Bentson Clark reSource
2nd Quarter 2010

Volume V Issue II

Considering e Future Plans For Your
Orthodontic Practice?
Valuation and transition issues are private and
often sensitive matters to discuss. A quick
five-minute consultation rarely does justice to
any particular matter that needs to be discussed
regarding these topics. For this reason, we invite
you to schedule a 30-minute face-to-face
conversation during the 110th AAO Annual
Session in Washington, D.C.
Schedule your 30-minute consultation by
visiting our website or calling our
office, space is limited.
Valuation

1-800-621-4664



Transition

We will gladly discuss the
following topic of interest
with you:









Practice Valuation
Practice Transition
Document Review
Sale of Entire Practice
Partnership
Buy-In
Desire to Relocate
Sale of a Portion of Practice
Opportunities
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Essential Transition Closing Checklist
By: Doug Copple
he purchase and sale of an orthodontic practice is a very involved process, with
numerous issues to be considered by both the buyer and the seller. Most doctors
consider the significant deal points that need to be documented and negotiated,
such as the employment terms before and after the transaction, the transition timeline,
and the practice’s value and purchase price. All of these items are obviously extremely
important items to consider. However, we have noticed that many buyers and sellers
are unaware of the many “little things” that have to be accomplished prior to or
immediately after the purchase and sale of a practice.

T

These often overlooked items can take a significant amount of time for both
the buyer and seller to finalize during the transition process. We have seen closings
delayed due to one party’s neglect or oversight in not having everything in order to
complete the transaction, such as licensure or insurance requirements. The purpose of
this article is to outline many of these basic yet frequently overlooked tasks that should
be addressed by buyers and sellers to ensure a smooth transition.
Seller’s Considerations:
1. Various schedules will most likely be included in the purchase and sale
agreement, and should be considered and prepared in advance of the closing date.
These most often include the following:
• A schedule of fixed assets. Most lenders will want to see such a listing for collateral/
security purposes. We generally tell our clients to have a staff person go through the
office room by room and list the furniture and equipment in each room, excluding
minor assets or basic supplies.
• A listing of excluded assets. These are assets that you want to ensure are not
included in the sale – such as personal artwork in the office, a personal computer or
printer, and antique furniture in the office that is not actually used in the operation
of the practice.
• Patient listings and remaining contract balances. In addition to common business
purposes, the buyer will want these updated lists as of the closing date to provide
assurance that the number of patients and contract balances have not materially
changed since the terms of the transaction were negotiated. These listings may be
provided electronically or through the practice’s practice management system.
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2. All service and maintenance agreements that need to be assigned to/
assumed by the buyer should be identified for the buyer. Some of these agreements
may require that the buyer enter into new service agreements. For example:
• If the buyer wants to enter into a computer hardware and/or software service
agreement with the practice management company, the parties will need to
communicate with the software company to make them aware of the pending sale
and to inquire about transfer fees. They typically require that the buyer enter into a
new service agreement.
• Utilities and telephone services will need to be switched into the buyer’s name soon
after the closing.
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Orthodontic Staff Compensation
Continued from page 3

Continued from page 1

• Certain service agreements or monthly payment obligations
will not technically have to be switched into the buyer’s
name, but they can be outlined in the purchase and sale
agreement so it is clear that the buyer will assume payment
on them. These include items such as Yellow Pages ads and
other advertising marketing fees, copier leases, and postage
machine leases. Rather than switching these into the buyer’s
name, he/she will agree to assume payment on them, which
may be easier than going through the hassle of assigning
the contract.

9. The seller should decide how to receive the
proceeds – whether via a certified check or a wire transfer. In
either case, the bank will need to direct the correct amounts
to the appropriate party (the seller individually or his/
her corporation). Most often, the
doctor is selling his/her personal "Buyers must
goodwill, and the corporation research and
is selling other practice assets,
consider all
creating two separate and distinct
licensure
sellers. The amounts payable to
each party should be outlined in
issues."
the purchase agreement.

3. Any expenses that need to be pro rated and paid
by the appropriate party should be identified and calculated so
that they can either be paid by the appropriate party at closing
or shortly after closing. These primarily include utilities, rent,
and other service agreements.

10. The buyer and seller will mutually prepare
announcement letters to be sent to current active and recall
patients and referral sources. The letter should tell why and
when the seller is leaving, introduce the buyer, explain why
the seller chose him/her to take over the seller’s patient
care, and give any other logistical details the parties feel are
necessary.

4. Sellers will need to speak with their personal CPA
about when to terminate their professional corporation (if
incorporated). The seller will most likely want to keep it open
for a period of time after the closing to accomplish any final
accounting issues. Also, there are other reasons to continue
to operate the corporation for a period of time after the
sale. For example, if the seller works for the buyer after the
closing or any other practice
"The purchase
outside of the non-compete
area, the corporation can be the and sale of an
independent contractor, with
orthodontic
the doctor providing services
practice is a
through the corporation. This
will allow the corporation to very involved
collect per diem fees, while
process..."
the doctor can run all business
expenses through the corporation and maintain health
insurance policies, etc. in the corporation’s name for a longer
period of time.

11. The lease situation with the landlord will need
to be addressed so that the buyer can either be assigned
the seller’s current lease or enter into a new lease with the
landlord. The seller often is very helpful in facilitating the
conversation with the landlord. If the seller owns the facility,
the parties must negotiate the terms of the lease.
Buyer’s Considerations:
1. Buyers must research and consider all licensure
issues prior to the closing date to ensure that they are licensed to
practice dentistry and the specialty of orthodontics in that state.
2. If the buyer plans to create a corporation, he/
she will need to have the corporation created in advance of
the closing date and provide the exact corporate name to the
attorney preparing the documents. The buyer’s local attorney
and CPA should assist in creating this corporation and filing
all necessary paperwork with the Secretary of State, obtaining
EINs, getting the appropriate approval from the state dental
board, etc. The buyer can create the professional corporation
without the assistance of an attorney, but, due to the minimal
cost involved, it is recommended that the buyer hire an
attorney to ensure this is done properly.

5. Sellers will need to speak with their CPA and
financial planner to determine which, if any, employee benefit
plans and retirement plans should be terminated. If the doctor
plans to maintain any such benefit or retirement plans (if
possible), it should be determined how the sale of the practice
will affect them.
6. The practice’s employees should be terminated
and the payment of any accrued benefits should be handled by
the seller. Buyers will establish their own benefits and most
likely will not agree to assume the seller’s obligations related
to employee benefits.
7. The seller will need to continue to carry the
appropriate malpractice insurance while working for the
buyer after the closing. If required by the buyer (which is very
likely), such insurance policy will need to be updated to name
the buyer and his/her corporation as an additional insured.

statistics do not distinguish between part-time and full-time
employees.

Figure 3: Bentson Clark & Copple Salary Data

8. When the seller ultimately retires, he/she will
need to determine whether or not to obtain tail coverage. Your
insurance agent should help you make this choice.

Staff Position
Financial Coordinator
Front Desk Manager
Lab Coordinator
Office Manager
Orthodontic Assistant
Sterilization Assistant
Treatment Coordinator

Average Hourly Rate
$18.91
$17.07
$15.38
$22.54
$17.08
$11.87
$19.32

The staff salary data provided by the ADA Survey, the
JCO Study, and Bentson Clark & Copple’s internal data can
provide a guideline to review one’s pay scale in comparison
to the industry averages. Note that while staff wages are the
most significant component of total staff expenses, some
orthodontic practices provide certain employee benefits that
others do not, causing total staff expenses as a percentage of
collections to vary. Therefore, the wage information included
in this article is just one of the major factors to consider when
analyzing your total staff expense category.

Source: Bentson Clark & Copple, LLC, 623 staff profiles compiled
between 2007 and 2009.

salaried positions (as we could not determine exactly how
many hours the salaried employees worked). Additionally, our

Brand Leverage Your Practice
Continued from page 5

may need to look at adding elements to your practice. Be #1!
\

Did you identify any raving fans? What do they
experience that others do not? I like to give the example of a
couple trying a new restaurant. They have heard raving reviews
and go to the restaurant, ordering the filet mignon. Filet mignon
is a wonderful steak, but there are a lot of restaurants that fix
filet mignon the same way as their competition. The couple’s
experience with the new restaurant is just okay and they decide
not to go back. What they did not know was that this same
restaurant is known for their pork chops, which always leave
their patrons wanting to lick the plate. Why did no one “push”
them toward the pork chops? Would they have had a different
experience if they had ordered the pork chops? What can you
do to your practice to make sure your patients order pork chops?

3. Buyers should begin communicating with lenders
early in the negotiation stage to ensure they can obtain
financing as requested by the seller. If the buyer cannot obtain
financing, seller financing must be negotiated.

Does your practice name help or hurt your branding
efforts? If you have a new practice, decide quickly if the current
name has equity. Ask yourself whether you will lose customers
by changing the name (be sure to check with the state dental
board regarding rules addressing allowable practice names).
Even how you handle the transition will have a lot to do with
the gut feeling that current clients will walk away with. If you
are buying a practice and you come in and “take over” with little
transition time, you may be seen as the new management versus
partnering with the current owner for a few years and letting
the current owner “retire.” The traditional thought process is to
use your last name, which is fine, but you must come up with
a creative way to communicate what is different and better
about you. Strategic taglines are particularly useful when a
business’ name goes something like “Smith & Associates”.

4. Buyers must ensure they have all necessary
insurances in place. It is advised that buyers speak with

So, who do YOU say you are? Do you say something
slightly different every time? If you do, you are missing

Continued on page 7
2

Chris Bentson is a partner with Bentson Clark & Copple, LLC. Chris
is a veteran in the field of orthodontics with a 20 year career in the
industry. He can be reached via email at Chris@bentsonclark.com.
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one of the biggest leverage opportunities available, and it
is extremely inexpensive. Grab a piece of paper and a pen.
Write down what you do in ONE sentence. Repeat this over
and over until you are tired of saying it. Now have your
employees learn this sentence, because it is the most important
thing they can do to help generate new business. This
sentence could go something like this: Smith & Associates is
the best family orthodontic practice in Anytown because we
have the most cutting edge equipment; we are trained beyond
what is required and understand that your teeth are the most
important teeth to you.
Finally, to leverage your brand, can you give
something freely? It doesn’t have to be something expensive;
it just has to be valuable in the minds of your target. You also
need to look at whatever you give away as being part of your
marketing dollars, just as you would look at an advertisement.
Giving away something of value freely makes it easier for
your customers to become raving fans, telling others about
how great you are and why they need to see you.
I invite you to find time to focus on your marketing.
You should schedule marketing time like you would schedule
a patient. If you don’t focus some time on marketing, my
experience is you won’t do it. Finding your brand leverage
and then using it to your advantage is smart marketing. Give
yourself the best opportunity to succeed.
David Phillips is the owner of One Marketing Resource, a marketing
company for small businesses located in Winston Salem, North Carolina.
The company specializes in helping clients solve their marketing
challenges. For more information visit ONEmarketingresource.
com or contact David at 336-413-6154 or via email at dphillips@
ONEmarketingresource.com.
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majority of your child’s appointments will be after school. In
addition, Dr. James is a (insert two technologies here) providertwo technologies that will mean fewer appointments and
shorter treatment time. Let’s schedule a complimentary exam
for your child. A panoramic x-ray and digital photographs are
included. The one-hour appointment will give you plenty of
time to discuss your child’s optimum treatment plan with the
doctors. (You may want to reference the referral source: Dr.
Smith refers many of his patients to us and I know he is very
confident in our doctor.) May I book a complimentary exam?
(If patient resists offer to send information.)

For callers who missed their initial exam appointment,
I recommend a phone call within ten minutes of the missed
appointment time. The treatment coordinator should call the
person periodically and send the following letter:
We missed seeing you at your scheduled
appointment, but we would like to take the opportunity to
introduce ourselves. If your orthodontic needs have not
been met, now is the time to give yourself a beautiful smile
that lasts a lifetime.
From the thousands of “Dr. James’ Smiles” that
we have created, we know that this investment in your
future makes a big difference by building self-confidence
and self-esteem. Having treated many dentists’ family
members and staff, we are confident that you, too, will be
happy with your beautiful smile and our office.

Scenario Four: When Can I Come In? (for new patient exam)
Front Office Team: Our first available opening is (date,
time). Let’s schedule (your/your child’s) complimentary exam,
which includes an x-ray and digital photographs at no charge.
(Proceed to “May I have your name?” and “How did you hear
about us?”)

We look forward to seeing you soon; and, as a
way of saying thank you in advance for choosing James
Orthodontics consultation and panoramic x-ray, we’ve
enclosed a gift certificate $355 for you to use for those
services.

Step 4: Protocol for callers who do not book an appointment.
Ask the caller if you may send him/her an offer. An
offer may be for complimentary services: exam, diagnostic
x-rays, digital photograph, or special discount.

Thank you again for allowing us the opportunity to
have you as a patient.

A sample letter from the treatment coordinator may
include information below:

(Please note: the $355 offer is the value of the exam and
diagnostic x-rays. It is not a discount on treatment.)

I wish to thank you for contacting our office
regarding your orthodontic consultation. I am happy
to personally answer any questions you have about our
services.

A proactive orthodontic team strives for an innovative
approach to increasing patient referrals. Let your voice and
your staff’s hard work result in maximized production with
a scripted set of protocols that result in converting callers
to patients. The front office team and treatment coordinator
working in concert are a practice’s best asset. This ensures
that all callers are fully aware of your practice’s wonderful
services, thus helping the potential patient make the best
orthodontic care decision and creating value for your
marketing dollar.

I can personally assure you that Dr. James is a highly
skilled orthodontist. Her expertise coupled with her gentle
touch is a captivating combination. Dr. James treats all of
her patients the way she treats each member of her family.
We pride ourselves on our unique practice philosophy and
encourage you to browse our website at (website address).
I am proud of our office philosophy of (insert
technology/philosophy here). Dr. James will answer your
questions in an environment that is welcoming and calm. I
have enclosed some special offers currently available in our
office. Let’s get started on the road to a lifetime of wonderful
smiles! Call today to schedule your complimentary exam,
including a panoramic x-ray and digital photographs at no
charge.

insurance agents to ensure they are obtaining all necessary
policies with adequate coverage. Examples of common
insurances include:
• Malpractice insurance. Buyers will need to add the seller as
an additional insured if required by the purchase agreement
(related to the buyer using the seller’s name for a period of
time after the closing).
• General liability insurance for the business and any other
insurances that are required under the office lease (since the
lease will require certain insurance coverage).
• Any life or disability insurances that the lender requires to
satisfy the loan requirements.

Resident Lecture:

Resident Lecture:

Ohio State University
April 12, 2010

Exhibiting at:
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Exhibiting at:

GORP
August 6-8, 2010

10. Buyers should ensure all closing contingencies
and/or documents required by the lender are provided as
quickly as possible.
11. Buyers should be involved as soon as possible in
negotiating any real estate leases and rights of first refusals
or options to purchase the real estate, particularly if the real
estate is owned by someone other than the seller.

7. Consider creating appropriate employee handbooks
or business policy manuals soon after purchasing the practice.
8. Buyers should communicate with the company
that provides the practice management system and computer/
software support to the practice to see what steps are necessary
for any service agreements to be placed into the buyer’s name.

Doug Copple is a partner with of Bentson Clark & Copple, LLC.
Doug is an Accredited Valuation Analyst (AVA) and has excellent
knowledge in both valuation methodology and tax allocation/
negotiations in the transition process. He can be reached via email at
Doug@bentsonclark.com.

6. Formally hire the seller’s employees and establish
all payroll functions for the new company. It is generally
advised to hire a third party payroll processing company to
manage payroll.

Nancy Hyman is the founder of Ortho Referral Systems, which is
dedicated to maximizing patient referrals and case acceptance with
innovative, cost-effective solutions. Nancy has lectured nationally
including at SureSmile, Ortho II, topsFest and Accutech Ortho Labs
meetings. She is also the author of Winning Marketing Strategies
workbook and Winning Treatment Coordinator Strategies. Nancy may be
reached at nancy@hymanortho.com, 323-723-3535, or 323-308-9817.

AAO Annual Session
April 30 - May 4, 2010

9. Any other service agreements or utilities that need
to be switched to the buyer’s name will need to be switched
soon after the closing.

These listings are by no means exhaustive, and
both parties should consult with their personal transition
advisor, attorney, and accountant to ensure no additional
details are overlooked. Both parties’ objective should be to
make the transition proceed as smoothly as possible, and
this can be accomplished if both parties are aware of the
numerous issues that have to be addressed when purchasing
or selling an orthodontic practice. No matter how large or
small the practice, the doctors have to roll up their sleeves and
address all of the details involved with any practice
transition.

5. Create a business banking account. Buyers do not
simply take over the seller’s bank accounts, but must establish
their own.

Bentson Clark & Copple Upcoming Events
Temple University
April 7, 2010

(There may be transfer fees related to this that the buyer is
generally responsible to pay.)

Presenting at:

OrthoVoice
September 16-18, 2010
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