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Benefits of Practice Ownership
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Owner
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Rule of 50: Income Breakdown

vs

Producing $50,000 a month

$600,000 annually

Paid 30% of collections

$180,000 income

Taxed at 30%

Net $126,000 

Associate

Producing $50,000 a month

$600,000 annually

Total revenue of $900,000 (33% hygiene)

$360,000 income (40% margin)

$272,520 after loan payment is made

Taxed at 30% leaves net $190,764

For illustrative purposes only.  Your actual results may vary depending on your production and practice profile.
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Rule of 50: The 10 Year Difference

vs

$126,000 annual income

$1,260,000 of earnings over 10 years

No equity position in a business

$1,260,000 + $0 = $1,260,000

Associate Owner

$190,764 annual income

$1,907,640 of earnings over 10 years

$720,000 business with no debt

$1,907,640 + $720,000 = $2,627,640

$2,627,640 - $1,260,000 = $1,367,640

For illustrative purposes only.  Your actual results may vary depending on your production and practice profile.



First Time Practice Owner Profile
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Typical Client

Associate Work History

Income Earnings

Student Loans

Personal Debt

Cash Savings
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Purchasing A Practice



Purchasing a Practice: Positives and Negatives
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Established patient base

Immediate income stream

Trained staff

Insurance providers in place

Potential to grow

Staff resistant to change

New owner patient attrition

Office old and dated

Possible equipment upgrades

Buying a philosophy
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Purchasing a Practice: Build Buying Power

Will the amount of debt that I carry impact me?

Is the amount that I have in savings relevant?

How does my production affect buying power?

Debt

Liquidity

Production
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Purchasing a Practice: Production Lesson

$400,000 or $700,000

What’s the difference?



Income From the 
Practice

Annual Business 
and Personal Debt 

Payments 

Debt Service 
Coverage Ratio

Purchasing a Practice: Debt Service Coverage Ratio 
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A measure of the available cash to pay debt obligations.

$300,000 $240,000 $1.25
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Purchasing a Practice: Build Your Team

Banker

Practice Broker

Attorney

Accountant

Insurance Agent



Purchasing a Practice: The Process
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8. Start Your 
Transition

7. Sign 
Closing 

Documents

6. Finalize 
Contracts

5. Apply for 
Financing

4. Execute a 
Letter of 

Intent

3. Complete 
Due Diligence

2. Identify 
Opportunities

1. Begin Your 
Search
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Starting A Practice



Starting a Practice: Positives and Negatives
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Choose your location

Customize your layout

New equipment and technology

Hire and train the way you’d like

Build a culture that you desire

Finding your space can take time

Stress of construction

Beginning without a patient base

Will have to continue to associate

Growing pains with staff



Banker
Real Estate 

Broker

Attorney

Accountant

Architect

Contractor
Equipment 
Specialist

Technology 
Specialist

Marketing 
Company

HR 
Consultant

Insurance 
Agent
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Starting a Practice: Build Your Team



Starting a Practice: The Process
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1. Create a 
Plan

2. Set a 
Budget

3. Find a 
Space 

4. Apply for 
Financing

5. Finalize 
Your Design

6. Develop 
Marketing

7. Start the 
Project



$600,000

$250,000

Construction

$175,000

Equipment

$75,000

Working Capital
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Starting a Practice: Budget Breakdown

Tenant Improvement Allowance – A negotiated sum a landlord is willing to spend to customize space for a tenant.
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Credit: Understand Your Score

Types of
Credit

Length of
History

Amounts
Owed

Pay 
History

Credit
Inquiries

Credit Scores Range from 300 - 850

35% 30% 15% 10% 10%



What Should A Loan Look Like?
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Face to Face Contact Fixed Rates 100% Financing

Flexible Terms Future GrowthNo Personal CollateralLow Fees

Industry Experts
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Life Cycle of Business Ownership
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Enter Market 
(3 Yrs)

Manage 
cash flow

Grow
(5 Yrs)

Mature
(10 Yrs)

Transition
(5 Yrs)

Focus on 
employees

Bank with 
convenience

Improve your 
business

Life priorities

Time 

Grow 
client base

Increase
staffing

Grow 
revenue

Expand
services

Manage 
profits

Succession
planning

Streamline
cash flow

SellRetirement

Exit 
strategy

Wind down

Transition 
planning

Establish
culture

Business 
plan



14 June 2022Bank of America Proprietary 23

The Decision

“If you don’t build your own practice, someone will hire you to build theirs.”
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Unable to practice dentistry your way

No ownership responsibilities

Steady income

Earning potential is likely capped

No equity position in a business

O

W
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Create your own culture 

Protect your profession

Control your destiny

No income ceiling

Affect community



Questions?

Bank of America Practice Solutions is a division of Bank of America, N.A. Bank of America is a registered trademark of Bank of America Corporation. ©2020 Bank of America Corporation.

MAP Tracking # 3259249.  
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