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WHO IS YOUR BANKER?
ROI Corporation is very fortunate. We represent many mid to late-career clients for the sale of their dental practice. The
Baby Boomer Business Owner exit rate has increased and is likely to continue. I think we all know why?
Like most business sellers these clients wish to understand the buyer profile and who their potential successor might
be. While the eventual purchase price will always be an overarching factor, so much more comes into play when
finding an appropriate successor.
Now, more than ever, sellers need to know that potential buyers have the financial wherewithal to complete a transaction.
Many buyers in today’s diverse buyer-scape are being financed by third-party, less traditional, non-bank lenders and private equity.
Private equity demands a quick and hefty return on investment and the loans are not advanced at the very reasonable prime-lending rate
that the traditional “Big 5” Canadian financial institutions may offer. Remarkably, banks are lending money at 2.45 per cent. Most of my clients
are blown away by these rates, when compared to the interest rates they paid in the 80s and 90s to finance their practice cold-starts. I wonder
what today’s buyers will look back on and think when they look to sell in 20/30 years’ time.
Some of our more discerning clients have correctly identified that selling their practice to a buyer utilizing the private equity model needs to be
closely contrasted with selling to a dentist looking to work in the practice as a hands-on Owner/Operator. The debt servicing costs in the private
finance model necessitates much tighter margins owing for the necessity that there be a much higher debt servicing ratio. Those looking to go down
this route should speak with their peers and acknowledge the presence of “golden handcuffs” in these privately financed offers. Most clients that work with
my firm rightfully demand to exit on their terms and they do not wish to be held back or beholden to targets, while in semi-retirement, if only to service the
debts of highly leveraged organizations.
There is just no easy way to square the circle
If you are dealing with a buyer who is only bringing operational wherewithal and is impotent with respect to dental capacity and the doctor hours required to
drive the bottom line, please know that there will be a long-term onus on you, as the selling/retiring principal, to shoulder this burden. If this is something that
you want, this kind of transaction just might work for you.
It is important to note that a buyer with multiple locations and centralized supply chain management can leverage this procurement model to achieve savings
on dental supplies. The hope is that the top-down dictation in this defined system – one of the pillars that characterizes these entities - does not conflict with
the products that you have always gravitated toward and trusted in private practice. What’s good for the goose is not necessarily always good for the gander.
However, elemental matters are difficult to quantify, such as staff turnover or corporate culture also enter into the conversation. Clients express concern that
a new purchaser who is affiliated with private equity and/or partnered with a corporate organization would likely seek to reduce costs of the most significant
element of any dental practice - namely human resources and staff wages.
The main problem I observe, as a practice moves from owner-operated to a spoke-in-a-larger-wheel is the demoralization of staff. Chronic turnover of the key
stakeholders, who once bestowed upon the practice a certain character – its soul if you will – is lost. Patients don’t always notice an office that is “turning
employees” but as an appraiser, and a fierce proponent of professional goodwill, I attest to the detrimental effect that this top down, no attention to nuance
approach can have on a dental practice.
That is not to say new purchasers, be they individual or corporate, are foolish enough to replace capable experienced staff in order to achieve lower overhead,
but it has happened in the past.
The scenario described above is not one that new owners, corporate or private, will elect to chase but may arise in the pursuit of lower overhead. When push
comes to shove salaries are quite often one of the big-ticket items on an income statement and an ability to tap into cheap untenured labor will always look
appealing to a CFO that sits in a corner office and not in a dental operatory.
Another concern of many of our vendors is that if they were to remain as an associate or junior partner with the new purchaser,
would that individual then have the authority to make significant changes, such as the dental assistants? Many of our clients have
worked with the same dental assistant for many years and they are very concerned about having
a new assistant assigned to them that does not have the benefit of experience or familiarity.
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With respect to staff and the preservation of goodwill my motto is always—if it’s not broke don’t
fix it!
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Unfortunately, I have seen multiple transactions (not brokered by myself) where the incumbent,
now in a position of absolute authority, will elect for sweeping personnel changes that hollow
out the heart of the practice. The relationships that dentists have with their dental assistants are
wonderful and very unique to this business. It is all too common that we see a new owner make
minor cost savings by breaking up these partnerships substituting cheaper labor and upsetting
the chain of productivity.

Timothy A, Brown,
FRI, CEO & Broker of
Record

ROI’s BC Team is Expanding
ROI Corporation is pleased to announce and
welcome Elliott Broad to their British Columbia
team as an Associate, effective immediately.
Elliott returned to his native city of Vancouver after attending business school
at Concordia University in Montreal, where he received his Bachelor of
Commerce degree. He has spent a large portion of his formative years
gaining significant hands-on experience in his family’s business in
industrial and residential landscaping. Throughout his time with the
company, he honed his skills of working with clients of all sizes.
Since his return from Montreal in 2016, Elliott has put his knowledge
to work in order to streamline the processes in his family business
and played a key role in expanding it to the sustainable operation it is
today.
In search of a new challenge, he turned to the healthcare industry that
has been rapidly evolving during the arrival of the pandemic. He quickly
realized health care practices were an active and critical part and has
been studying this industry ever since with great interest. To combine
this passion with his love of working with clients, Elliott decided to join
the ROI team. Knowing that accompanying his clients to realize their
goals and ensure their success is what he does best, Elliott is excited to
help doctors’ transition from practice to retirement in a dignified and
profitable way while building strong relationships for the long
term. In his spare time, Elliott enjoys cycling, hiking with his
dog, losing golf balls and watching / playing soccer.

Elliott Broad
E: elliott@roicorp.com
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Virtual Round Table
Join us: Friday, April 23rd 7:45 am to 8:15 am

Why Canadian
Banks continue
to offer 100%
financing for
acquisitions

This is a free event. For every registration,
ROI Corporation will make a $5 donation to a national charity.

REGISTER: https://bit.ly/3dkk0Jg
Hosted by:
Timothy A. Brown
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Our Guest:
Hedy Afsharian

Director Business Banking at CIBC

