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Joining And Leaving 
the Dental Practice 

Chapter 1:  
Ready, Set, Retire! 

 
our new dream is to now get out of practice or get help through an 
associate.  You're getting warn out and you see a changing patient 
demographic in clinics all around you who advertise on television and 

through other media.  What are the issues to consider, what are your choices and 
how do you make a soft landing with minimum stress?  Making this strategic 
decision usually takes about two years.  Why is this important?  Because when I 
teach exit strategies, fewer than five percent of attendees have a plan.  This also 
means that you probably have no ongoing strategic plan for profitable practice 
operations.  But don't feel bad, lawyers and accountants are in the same 
percentage. 

 

Planning Issues 
Attached as Figure 1-1 is a checklist of issues in question that you need to figure 
out before selecting and evaluating your exit choices.  While somewhat self-
explanatory, the biggest questions to me are "can I afford to retire?" and "what 
will I do with my time?"  However, "will we have quality health coverage after 
retirement?" is quickly climbing on the list as continued coverage is essential.  
Make sure that you understand your reasons for retirement.  If it is because your 
practice has you burned out, "get back in the saddle" through practice 
management.  Help is available. 

 

Authorize Preparation of the Practice Valuation 
Irrespective of your exit choice, timeline for retirement or the possibility of your 
death or disability, you need to know what your practice is worth.  In years prior 
to retirement, you cannot increase value unless you know the current value.  
Valuation reports can also be easily updated yearly once initially prepared.  Of 
the 30 factors I listed in Figure 5-1, the most significant are collections per year 
and owner profit percentage.  With the valuation report prepared, both of these 
items can be monitored and improved over time.  Your advisory team can refer 
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an experienced dental appraiser to you if your existing team members do not 
prepare appraisals. 

Authorize a Systems Review and  
Preparation of Monthly Financial Statements  
/ Meet with Your Advisory Team Regularly 
Your management consultant can be engaged to review, update and implement 
your practice systems to increase practice value.  Additionally, your CPA should 
be preparing monthly, at least quarterly, financial statements by meaningful 
expense and profit categories.  The CPA and management consultant should 
coordinate on the expense and profit line items.  Meet with your account twice 
and attorney once per year to review the operations, update your succession plan 
and implement year-end planning. 

Locate Your Successor 
Your candidate search is dependent upon your exit choice.  Unless you have made 
this choice, you do not know who to look for.  How do you find your successor?  
Brokers have become very predominant, mostly in general practices, where 
complete purchase and sale is contemplated in exchange for 10% of the selling 
price.  While I know of brokers in orthodontics and endodontics, I have not found 
any in other specialties.  JADA, as well as state and local dental societies have 
advertising pages in their journals.  Dental schools have an executive director or 
someone who will pass on your name to students, residents or former graduates.  
Finally, dental equipment and supply companies keep very good tabs on available 
candidates.  Before interviewing any candidate, carefully consider the interview 
process, get a confidentiality letter signed and a release to investigate references. 

Authorize Preparation of  
a Letter of Understanding 
The letter of understanding or letter of intent delineates all relevant terms of the 
exit choice.  This is as much for your benefit and advisory team as it is for your 
successor candidate and his or her advisors.  If your exit choice is not in writing, it 
probably won't work well. 

Especially for Co-Ownership, Authorize 
Preparation of Agreements 
Agreements are prepared from the letter of understanding or intent.  Particularly 
with co-ownership, the agreements should be prepared before the associate picks-
up a handpiece.  Dealing with the buy-in, buy-out, profit allocations, decision 
making control after the associate starts will only lead to later disagreements.  I 
sometimes hear that "if the associate does not work out, I will have paid 
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unnecessary advisory fees."  Not only does preparation of the agreements assist to 
ensure the success of the transaction, but if your exit choice is the right one, the 
identity of the candidate will not matter.  If Dr. Junior doesn't join you, you will 
look to Dr. Smith or Dr. Jones. 

Don't Forget the Real Estate 
The general rule is if you are no longer an owner of your practice, you no longer 
need the real estate.  While there are exceptions and the rent is desirable, you 
should dispose of your practice real estate or interest because the tenant could 
move and you could have an empty facility.  On the other hand, if your practice is 
not the only tenant or best use, retain it and sell when you choose.  Given real 
estate turmoil over the recent past, there may be a minimum price.  The purchaser 
may rent with an option to purchase that becomes a mandatory purchase at some 
specified time.  Stay away from traditional rights of first refusal because it is 
almost impossible to obtain a legitimate third party offer where a right of first 
refusal has been granted.  This also applies to your practice.  A modified right of 
first refusal works well.  You notify the purchasing dentist or specialist when you 
are ready to sell and the definition of fair market value and appraisal methodology 
would be the same process as for an option to purchase the real estate, with a 
limited period of time for your successor to decide to purchase or not.  If the real 
estate is sold to a third party, the sale would be subject to the practice purchaser's 
lease and any renewal options. 

Seller Due Diligence 
You need to know all you can about your successor.  Every doctor wants the best 
possible care for his or her patients upon retirement.  If practice philosophy, work 
ethic and technical abilities are inconsistent with yours, then there may be some 
problems.  This is a phase of seller homework or due diligence. 
 
If you are providing financing for any portion of the purchase price, you need to 
ensure your payment and you will need to know the incoming doctor very well.  
And if the incoming doctor will be joining your practice as an associate, you may 
wish to know a little bit about that person prior to working together, possibly 
through an initial apprenticeship.  Putting energy and effort in the interview 
process can save you much grief, money and time by finding the "right" doctor to 
succeed you. 

Exit Choice 
A complete purchase and sale is the least complex.  You get fair market value for 
your practice and goodwill paid in cash.  If you have identified your successor and 
are significantly busy, admitting an associate with a complete sale in one to three 
years is workable.  Although more complex than a complete purchase and sale, if 
you plan to practice full-time for seven plus years, co-ownership can work so long 
as Dr. Junior is willing to purchase the second half of your practice on a mandatory 
basis.  A solo group arrangement option works better than co-ownership because 
Dr. Junior probably does not want to purchase the second half of your practice.  A 
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merger can work well for an otherwise unsalable practice.  Finally, you can work 
for an additional one or two years and then walk away. 

The Soft Landing 
If you want to retire, can afford to retire, know what you will do with your time and 
have selected your exit choice, you are ready to go once your successor is located.  
Make sure, however, that you maintain health coverage for you and your spouse. 

 
Assemble your advisory team and understand how they are paid.  Your advisory 
team should consult with you on the best exit choice in your situation.  Authorize 
preparation of the practice valuation with an experienced dental appraiser.  Your 
advisory team should know who can provide the systems review.  Authorize 
preparation of meaningful accounting reports by your CPA.  Schedule a series of 
meetings with your advisory team either in person, via telephone or video 
conference.  Once you delineate your exit choice, your successor needs to be 
located and interviewed.  Authorize preparation of the letter of understanding prior 
to preparation of detailed agreements, especially for co-ownership.  And don't 
forget the real estate.  It's not that easy.  Hope this map helps! 

 

Figure 1-1 
 
EXIT CHOICE QUESTIONS 
 
1. When do I want to retire? 
 
2. Can I afford to retire? 
 
3. Is my retirement complete or will I continue to practice part-time? 
 
4. What will I do with my time? 
 
5. Do we have a financial plan in place? 
 
6. Have we adjusted my financial plan to account for retirement and 

a reduction of income? 
 
7. What is our health status? 
 
8. Will we have quality healthcare coverage after retirement? 
 
9. Why do I want to retire? 
 
10. Have our Wills, Powers of Attorney and estate plans been 

updated? 
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