Practice
Transition
Planning

Do you have a clear transition plan?

YOU'VEWORKED HARD to build your practice. You've
earned the right to transition on your terms, and on
your timeline. A well thought out transition plan can
make a huge difference in the economic return and
personal satisfaction of your eventual transition. And
while it is never too late to develop your plan, starting
as early as 7 to 10 years ahead of your eventual tran-
sition will give you maximum flexibility—and the
potential to have a very positive impact on how the
transition goes.

In our experience, too few dentists have a clear plan. If they do
have a plan, it often falls short of what they could achieve,
simply because theyare notaware of the full range of options
they have. There is no one “best” transition approach. It all
depends on your objectives and situation.

Any good plan begins with objectives

The mostimportant objectives to determine are your personal
objectives. How long do you want to own? How long do you
want to go on practicing dentistry? (The answers may not
be the same.) Are you clear on what you want to do when you
set down the drill for the last time? Do you want to stop all at
once, or scale back gradually?

Economically, do you have a clear long term financial plan
that maps your finances through retirement? How much money
do you need to make, and save, in the coming years prior to
retirement? And, of course, how much money do you need
from the eventual sale of your practice to deliver on your
financial plan?

Beyond these personal and financial objectives, there are
often other important considerations. How do you want things
to work out for your staff? No matter who takes over, your staff
will be going through a major change as well. What about your
patients? Does it matter to you what type of dentist takes
over your practice? And if so, how do you find the right person?
Are there other professional or community relationships that
need to be considered?

These seem like fairly basic and obvious questions. Asking
the questions isn’t the hard part. Answering them on the other
hand....

Even if you don’t have definite answers, going through the
effort of putting your best answers down on paper will have
a remarkable way of clarifying your thinking, exposing potential
inconsistencies and identifying which specific areas you need
to spend more time thinking about.

The answers to these questions tell you where you want
to get to. That's only the first step. Once you've determined
where you want to get to, you need to carefully assess where
you are starting from.

Assess your situation
For most practice owners, the proceeds from the eventual sale
of your practice will play a significant role in your retirement

With a sense of where you are starting
from, and where you want to get to, you

are in a position to start to consider
alternative paths to get there.




plan. Any plan that does not reflect the current and future
value of your practice is missing a key component.

No two practices are the same. How saleable is your practice
given current market conditions? How saleable is your practice
likely to be in the future? What factors are attractive to potential
purchasers? Are there drawbacks that you can address now,
or in the future, to increase the value of the practice?

You may want to consider a professional practice appraisal,
done by a company with an in-depth understanding of the market,
to get honest, objective answers to these questions. Rules of
thumb around practice valuations may work well, on average,
across large groups of practices. But they often fall apart
completely when considering an individual practice. An ap-
praisal will tell you not only what your practice is worth, but
also what options you've got to increase its value. That alone
usually pays for the price of the appraisal many times over.

With a sense of where you are starting from, and where
you want to get to, you are in a position to start to consider
alternative paths to get there.
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Consider the alternatives

The two most common alternatives most dentists consider
are selling outright to their existing associate, or listing their
practice for sale in the market. Depending upon your objectives
and situation, these conventional approaches are often still
an appropriate path. But there are a range of other potential
solutions that may warrant consideration.

One alternative that is gaining increased popularity over the
last few years is selling to an investor dentist, and staying on
either full or part time. Freeing yourself from the hassles
of ownership and management to concentrate only on dentistry
sounds attractive to many owners, but it is not without draw-
backs. Depending upon the investor, and the vendor, it can
also work out very well. But there are a lot of important
things to consider before settling on this route.

Graduated buy-ins and “test periods” are two solutions
that are often advised against, sometimes for good reasons.
Butagain, depending upon the situation, they can also work out
fantastically well—if properly thought through and structured.

You probably approach this stage of transition planning with
some strong preconceived notions. However, it is almost
always worthwhile to spend a bit of time thinking each option
through in terms of how well it delivers on your objectives.
At a minimum, it will give you a more objective confidence
in your preconceived notions. In other cases, looking at
previously unconsidered options may open up exciting new
possibilities.

Contingency planning

The one certainty of even the best thought out plan is that
nothing ever goes according to plan. An important aspect of
considering alternate pathstoyourobjectivesis testing each
one out against things that could go wrong. An alternative
that looks ideal in a best case scenario may look far less
attractive in the face of adversity. The old advice “hope for
the best, but plan for the worst” has an important role in
building your transition plan.

You need to consider unanticipated changes in your own
ability to practice dentistry. Likewise, changes in your family
situation could change the time orinterestyou have in continuing
to practice.

If your plan hinges on an associate buying in, you need to
consider unanticipated changes in their ability to practice
dentistry, or life changes that shift their plan.

What about key elements that affect the value of your
practice? We know of one dentist who didn’t learn of the
landlord’s plans to demolish the plaza he was in until a
planned purchaser went to renegotiate the lease. It killed
the deal and has seriously impacted the owner’s retirement
plan. In another case, an owner had failed to understand the
risk of having a high percent of his patients with the same
employer...until after the layoffs happened.

Think about your practice and ask yourself “What are
the worst things that could possibly happen?” Hopefully it
will only be a theoretical exercise, but it will sensitize you
to where the risks are, and shed new light on alternative
transition plans.

You don’t have to (nor should you) go it alone
Most successful dentists are independent individuals who
rely on themselves and their own abilities. When it comes to
most practice management or patient treatment decisions,
you've got an extensive base of experience to draw on, and
getting outside input is simply unnecessary.

But how many times have you retired? How many different
transition strategies have you got personal experience with?
While you may have seen and talked to many colleagues
about their transition plan, your experience base is likely
still too limited to base such an important decision on. You'll
only be doing this once. You can't afford to get it wrong.

To help with your decision, get the benefit of other people’s
perspective. It may just confirm your own thinking, but if you
approach it with an open mind, it may raise very important
things that you haven't fully considered. Getting the input of
arange of people, ideally ones who have seen a lot of different
practice transitions, will dramatically increase the chance of
settling on the plan that is right for you...and executing it
brilliantly.
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