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Buying into a dental practice? Agree on
the next buyout, too.

A promising partnership can fall apart
when the dentists agree on the first
purchase but have different expectations
about equipment, debt and future growth.

THE TAKEAWAY

Before buying an initial ownership share, agree on investment decisions and how the
remaining interest will be valued. Shared enthusiasm is not a substitute for shared terms.

A partnership with complementary goals

Dr. Carter wanted to buy into a dental practice, introduce new technology and expand the dentistry offered.
Dr. Stevens was nearing retirement and wanted a transition that preserved the business he had built. An
initial 50% purchase appeared to give both dentists a way forward.

Their different outlooks were not inherently a problem. The difficulty was that they had not fully aligned how
the partnership would fund change or divide the benefit of future growth.

The first disagreement was about investment

Dr. Carter wanted equipment including a cone beam scanner and an oral scanner. Dr. Stevens was open to
upgrades but did not want additional borrowing. He preferred to pay cash from profits, making purchases
over time.

They reached an apparent compromise on that point. But the discussion exposed a larger issue: equipment
decisions affect cash available for distributions, financing obligations and the pace at which a new partner
can implement a clinical plan. Those decisions belong in the ownership conversation.
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The next purchase was the real sticking point

Dr. Carter proposed that 75% of the appreciation between his initial 50% purchase and the later buyout
should be allocated to him. He believed he would drive much of the growth. Dr. Stevens expected to
continue working and contributing while retaining half the ownership, and he did not accept the proposed
allocation.

This was a disagreement about how appreciation would be shared, not a 75% discount on the entire
practice. The two dentists never found terms they both accepted, and the proposed partnership fell apart.

Separate ownership, compensation and future value

An ownership percentage does not answer every economic question. Compensation for clinical work, profit
distributions, capital contributions and the price of a later buyout can be addressed separately. The parties
need to understand how those arrangements work together.

A different allocation of future growth is not automatically wrong. It needs a clear rationale, a defined
calculation and agreement from both sides. Avoid assuming the other dentist understands or accepts your
expectations.

* How will major purchases and borrowing be approved?

* How will clinical work, management duties and ownership returns be compensated?
* What method and date will be used to value the remaining interest?

* How will new investment, debt and each dentist's ongoing contribution be treated?

* What happens if the second purchase is delayed or either dentist leaves?

Resolve the second transaction before committing to the first

Work through the important economic terms while both parties can still assess whether the arrangement fits.
Use written terms and examples to test how the proposed buyout would work under different outcomes.

A workable partnership should give both dentists a clear picture of the responsibilities, risks and rewards.
Clarifying that picture early can prevent a promising first purchase from becoming a difficult second
negotiation.

Start a conversation: adsmidwest.com
Jim Ackerman: (314) 449-4517 | jim@adsmidwest.com
Pete Ackerman, Chicago: (312) 240-9595 | peter@adsmidwest.com
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