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PRACTICE TRANSITIONS

for your  FINANCES

B Y  S T E V E  W O L F F ,  D D S

“SUSTAINABILITY”  
AND THE DENTAL PRACTICE

I was recently asked to serve on the “sustainability task 
force” at my church. Many organizations are asking mem-
bers and constituents to sit down and focus on what fac-

tors may influence the long-term survivability 
of their organizations, and to make plans and 
recommendations to deal with those issues. 
This trend is not so much about organiza-
tional goals and mission statements as about 
the ability to physically survive into the future. 
Maybe the recent pain of the recession taught 
us a few lessons. 

It occurred to me that dental practices could 
certainly benefit from a similar introspec-

tive process. I have two views of sustainability in a den-
tal practice. The first centers on the career of its current 
owner, and the second, the focus of this article, has to do 
with the ability of the business to be transitioned to the 
next generation. 

Real estate – In its simplest form, a prospective buyer 
must be able to get a market rate lease or purchase price 
on the practice space. If the landlord will not offer the 
buyer a suitable lease, your practice value may evaporate. 
Further complications may arise if the seller owns the 
real estate. The location of the building may no longer be 
desirable, which will drag down practice value or (darn 
the luck!), the value of the building may have gone up so 
much that the new practice owner simply cannot afford 
the value of the land. Remember, the overhead percent-
age of a general dental practice for space cost should be 
in the 5% to 8% range, so it’s pretty easy to calculate what 
the buyer can afford to pay. 

Patient base and new patients – Practices that do 
not have an adequate number of patients and an ongoing 
stream of new patients to replace those lost to attrition 
will have a hard time being transitioned to a new owner. 

Physical facility – Dated and dirty practices with anti-
quated equipment will have a hard time attracting a succes-
sor. If you don’t have digital technology in place, it is almost a 
direct value deduction. Likewise, curb appeal matters, as to-
day’s buyers have little appetite for taking on rehab projects. 

Staff – Without a trained and affordable staff ready 
and willing to assist the new owner, your practice is basi-
cally a client list and a building full of used dental equip-
ment. Treat team members as a valuable asset by keeping 
them well trained and productive, but be careful about 
letting them become an unaffordable percentage of your 
overhead. 

Location – This is a tough one in that you can’t do 
much about it. If you have an otherwise marketable prac-
tice in a rural area, I’m sorry to say there is a good chance 
that no buyer will come along before you decide to just 
lock the door and leave. 

Revenue – Of all the factors we’ve discussed in this ar-
ticle, this may be the gorilla in the room. In our Midwest 
market, if you are a solo practice general dentist, and your 
collections are less than $400,000 annually, your practice 
may not be sustainable into the next generation. Below 
this level of revenue there is simply not enough money in 
motion to pay the overhead, taxes, student loans, and ac-
quisition debt and still have money for the buyer to cover 
living expenses. If there are enough other positives about 
the practice, it can possibly be sold as a satellite location 
or a merger target. When we’ve seen buyers struggle with 
their new practices, the problem generally stems from 
them getting a bargain price on a practice that is just not 
big enough to sustain them. 

You should begin now to maximize the positives of 
your practice and minimize the shortcomings in order 
to move closer to successfully trading the practice in for 
cash. If the reality is that it cannot be sold, you should do 
what you can to get the most out of your efforts, make 
solid retirement plans, and enjoy it while you can.  

STEVE WOLFF, DDS, is a member of ADS (American 

Dental Sales, Inc.) and the broker/partner in EMA Dental 

Practice Sales (formerly Evan Myers and Associates) in 

Kansas City, Mo. He can be contacted at (888) 419-

5590 ext. 816, or visit the company’s website at www.

emadentalpracticesales.com.

1311de_60   60 10/30/13   5:11 PM


