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From Hy's Desk:

For many years denfists have asked my opinion as fo
whether they should buy/build a building or condo for
their office. It is a decision that has long been debated in
the business community and that can only be answered
affer evaluating the reasons for considering the options of

owning versus leasing.

If o dentfist leases a premises, 100% of the lease payments
are written off on taxes each year and if there have been
leasehold improvements, the cost is amortized (written off]
over 39 '/2 years. If buying an existing sfructure, the
interest paid can be deducted, and again, the lease-

hold improvements are amortized over 39 ' /2 years.

Ownership can provide predictability in the facility costs
fo the practice, where leasing exposes the dentist to

escalating lease and maintenance payments.

To Lease or Not to Lease

A very important but usually overlooked item affecting
the acquisition of a practice is the office lease. Without
acceptable lease terms, a lender will not lend and a
buyer will not buy — who would purchase a business

without a secured location@

With a history of increasing dental practice values, some
landlords are attfempting to leverage the lease as a bar
gaining position fo capture a portion of the purchase price
from the seller. There is
even a frend by corporate
landlords to extract addi-
fional monies from their

tenants.

Here's how it works. Most
fenants or prospective fen-
ants focus on the price of
the rent. However, there
may be additional hid-
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Ownership also provides, in most cases, some investment

advantage as the property appreciates in value.

| have always suggested that each option has its advan-

fages and disadvantages, unfil now!

It has come fo our affention that there is a trend in the
leasing marketplace for landlords to try to take advan-
tage of tenants by including language that allows the
landlord to participate in the proceeds of the sale of the
pracfice. That's right - they get a piece of your goodwilll
| encourage you fo read the following article about the

increasing issues with landlords and leases.

T 777 St

Hy Smith, MBA | President, ADS Florida

there have been instances where while you and your
counsel have been diligent in negotiating and reviewing
your lease, even requesting lease options, but that personal

opfions may not be transferable fo a prospective tenant.

How much could all of this cost? Llease clauses, when
friggered with the right (or wrong) language could require
anywhere between 25% — 75% of the earnings of the
sale. While it may not come to the point where that much
is paid as you may offer
a sefflement, keep in
mind that if's entirely up to
the landlord whether he
accepts your proposition.
The bottom line is that the
landlord knows that he is
in control, and the lease

ferms put him there.

Have you read over your

den costs, usually in the

form of common area maintenance fees (CAM) and pass-
through expenses like insurance or real estate tax
increases. Not only are these cosfs generally missed,
there are other clauses that we have seen inserted, some

of which can be extremely costly fo the seller.

Specifically, we have become aware of lease assignment
language that can prevent the sale of the practice or
require a significant financial buy-out negotiation. In
addition, we have read recapture clauses that can
completely nullify a lease, prevent a sale and possibly

cause your business fo be homeless. If that's not enough,

lease again, yete Well,
that's not all. There are many instances where a seller may
not be released from liability on the lease after the sale,
or the landlord may be permiﬂed fo odiusf the rent to the
new tenant. Above all, don't forget that the landlord may

not be required fo consent fo the assignment.

The lease is an integral part of the sale of o professional
practice — without it, there will be no sale. If you haven't
re-read your lease yet, now's the time. If it's time fo
renegotiate or if you are in the process now, be sure you

have representatives looking out for your long term interests.
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Entity Selection: Part One
By William P. Prescott, M.B.A., J.D.

Are you forming or purchasing a practice? Are you planning to practice
with another doctore What entity form is appropriate and what do you

need fo know to select the right one?

There are basically five enfities for practice operation. They are a sole
proprietorship, C corporation, S corporation, limited liability company
["PLLC" or "LC") or general partnership. This choice should be driven by

two factors; liability profection and tax benefits.

Liability Protection

While a sole proprieforship is the simplest form of entfity, it provides no
liability profection in and of itself. So the decision to practice as a sole
proprietorship versus a C or S corporation or a PLLC should be based upon
two criteria. First, the greater number of employees that you have, the
greater the need fo consider an entity that provides liability protection and
all entities with |io1bi|iry protection provide it at the same \eve|, with minor
exceptions. Second, if there is more that one doctor in the practice, it is
essential fo consider operating in an entity that provides liability protection.
However, you are always liable for your own acts. An entity that provides
liability protection protects you from the acts of other doctor(s) and often,
but not always, for the acts of your employees against others or your

employees' claimls) against you.

How can operating as a sole proprieforship or any other entity assist to
insulate you against liability2  Simple, carry insurance that really insures
and consider an umbrella policy. And most of all, adopt and fund a tax-
qualified refirement plan, e.g., a safe harbor 401(k) profitsharing plan for
younger docfors or a defined benefit plan for older docfors fo contribute
substantially more. Unlike simple plans and IRA's, the tax-qualified plans
are absolutely creditor proof, except for child support orders and Federal

fax liens. This assumes that the owner is not the only participant in the plan.

ADS Florida Insider

As fo solo groups, whereby two or more practices operate separately in the
same facility, the need is less pressing to operate in an entity formed
with liability profection, as compared fo co-ownership. Nevertheless, such
practices often hold themselves out fo patients and the public as "partners”,
which creates addifional liability to one doctor for the acts of another doctor

within the solo group.

Two or more doctors practicing together are a partnership by default,
unless another entity is formed. And partners are jointly and severally
liable for the acfs of the other pariners. Somefimes, parinerships consist of
S or C corporations as partners in an effort to limit liability, particularly in
California or Hawaii, whereby professional practices are not permitted to
operate as PLLC's. In the other 48 states, somefimes the PLLC's members
consist of C or S corporations, although | believe that such an arrangement
creates unneeded complexity and requires additional tax returns to be filed.
In addition, | believe that a C or S corporation provides better liability

profection than does a partnership of PLLC's.

It is not enough just fo form a C or S corporation. The enfity must 'look and
act" as a corporation fo ensure liability protection through the preparation
of shareholder's and director's minutes that authorize significant corporate
activity. These minutes are typically prepared on an annual basis and are

confained in the corporation's record book.

While it has been said that PLLC's are not required to comply with the
formalities that corporations follow, our Firm has lately been preparing minutes
for PLLC's in the same manner as we do for corporations in an attempt o

ensure liability protection.

What are the tax ramifications of your choice@ Be sure to see our next issue.

f

Meet William P. Prescott

William P. Prescott M.B.A., J.D. is a Practice
Transition Attorney from Cleveland, OH
where he is a shareholder/pariner with the

law firm Wickens, Herzer, Panza, Cook
& Batista Co. Bill represents dentists and specialty practitioners in
practice sales and acquisitions, succession planning, solo and group
practice valuations, associate buy-ins, owner buy-outs and group

practice operations.

Bill was a former dental equipment and supply salesman for over 16
years who worked primarily with Saslow and Meer Dental Companies

and as general manager for Saslow Dental C Northern Ohio.

He has authored the books: Business, legal and Tax Planning for the
Dental Practice; The Practice Acquisition Handbook; The Limited Liability
Company; Other Entities for Dentisiry and, due for release later this
year, Joining and leaving the Dental Practice. Bill also writes a quarterly

supplement - Business, Llegal and Tax Planning for the Dental Practice.

Bill is a member of the American Bar Association, Section of Taxation,
Closely Held Businesses Committee; Ohio State Bar Association;

Cleveland Bar Association; Small Business Council of America, Director

and Officer.

He has served as Chair, Subcommitiee for Doctors, Lawyers and Other
Professionals, 2003-2005; Vice-Chair, Professional Services, 2003-
2005; Chair, Closely Held Businesses Committee, American Bar
Association, Section of Taxation, 2007-2009.

Reach Bill at 440.930.8067 or wprescott@wickenslaw.com.
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Practice Transitions Made Perfect
General and Specialty Practice Purchase Opportunities

NORTH FLORIDA SOUTHEAST FLORIDA
Contact: Paul Rang, DMD, JD Contact: Stuart M. Auerbach, DDS
Gross Buyer Net Gross Buyer Net
Lake City 7 ops FFS Pano 2 days/week SO Aventura 5 ops FFS C&B $962K $306K
Live Oak 7 ops FFS Pano 2 days/week SOLDb Hialeah 4 ops FFS/PPO Computer & Pan Ask $225K
Pasco Co. —NPR SCIb Homestead 2 + 1 ops FFS $360K $112K
Lower Keys 5 ops FFS C&B w/Real Estate $1M $200K
Specialty Practices Miami 2 ops FFS/PPO $233K $135K
NE Florida Pedo $1.2M $450K N. Palm Beach 4 ops FFS/PPO Rest Cosmetic w,/RE $1.5M $321K
Plantation 5 ops FFS Computers & Digital XRay PENDING
WEST FLORIDA Wesion 3 + 3 ops FFS w/Condo $541K $135K
Contact: Greg Auerbach, MBA or Paul Rang, DMD, JD
Gross Buyer Nef Specialty Practices
Citrus County 5 ops FFS Pano $705K $213K Broward Cnty ~ PERIO 6 ops FFS w/RE PENDING
Crystal River 8 ops FFS Pano RE Available $1.1M $315K Palm Beach Cnty Surgery 5 ops FFS $700K $232K
Englewood 4 ops FFS/PPO RE Available PENDING
New Port Richey 5 ops FFS PENDING Practices Ready Facilities
Tampa 2 + 2 ops Downtown Tampa Davie 4 ops w/Mogo Publix Cir Ask $65K
Tampa 3 ops FFS/PPO RE Available $550K $150K Vero Beach 3 ops *CONDO* w/equipment Ask $460K
Venice 4 + 1 ops FFS/PPO RE Available $625K $125K
Venice 3 ops FFS/PPO $650K $152K SOUTHWEST FLORIDA
Contact: Greg Auerbach, MBA or Hy Smith, MBA
Specialty Practices Gross Buyer Net
Tampa Ortho = Associate/Buy-n Ft. Myers Area 5 ops FFS Pan, RE Available $650K $203K
Marco Island 5 ops FFS $660K $190K
CENTRAL FLORIDA Pasco Co. — NPR SO
Contact: Paul Rang, DMD, JD
Gross Buyer Net Associate Opportunities
Citrus County 5 ops FFS Pano $705K $213K General Associate Positions: Miramar, Stuart, Tamarac
Clermont 4 ops FFS/PPO Pano RE Available $675K $188K Orthodontic Associate Positions: Tampa
Cocoa 6 ops FFS Pano RE Available $1.1M $378K
Crystal River 8 ops FFS Pano RE Available $1.1M $315K
Gainesville 4 ops FFS/PPO Pano $Q49M $333K
Levy County 7 ops 3 days/week $292K $58K 7
Ocala 5 ops FFS $1.3M $671K
Ocala 5 ops FFS SOD Buyer Projected Net Income
Orlando 6 ops FFS/PPO Pano $642K Assumes '| OO% FinGnCing
Orlando 4 ops FFS/PPO Pano $798K $214K
Pasco Co. =NPR 5 ops FFS PENDING
For the most recently updated listings visit
Specialty Practices .
Orlando Orthodonfics 2 days/week $350K ADSHOrldO .com
Treasure Coast  Prosthodontics PENDING \_

Broward, Collier, Dade, Hillsborough,

We currently have buyers looking for the following opportunities:

GENERAL DENTISTRY

Manatee, Orange, Sarasota

Hy Smith, MBA
(239) 262-3077
hy@ADSflorida.com

Greg Auerbach, MBA
(941) 7467959
greg@ADSflorida.com

West / Southwest Florida

PEDODONTIST
Broward, Dade, Palm Beach

Southeast Florida

Stuart M. Auerbach, DDS

(954) 431-3624
stuart@ADSflorida.com

North / Central Florida

Paul Rang, DMD, JD
(407) 671-2998
paul@ADSflorida.com

ORTHODONTIST
Broward, Dade

PERIODONTIST

Broward, Palm Beach

Jacksonville / Panhandle
Melody Elsman, RDH
(386) 5176911
melody@ADSflorida.com

Jacksonville / Panhandle
Donald A. Elsman, DDS
(386) 517-6911
don@ADSflorida.com

Speakers Available For Your Meetings

learn the latest in fransition and exit strategies.

Call ADS Florida 800.262.4119

ADSflorida.com




jAopoy} Adoo 1noA sspio oy
00q,/Wwod pLOo|SAY HSIA

"SUODAISSSI 10} €| X 41 [ 17292008 | ||o2 1o wod DpLoysay HSIA

- “Uolisupl] soudRI4 P Bulyopoiddp siojoop Joj ysnw o aIo
' | suoissas Aop-om| peyppd-uolpwiojul 8say] ‘sjuswabup.ip dnoib Jopop-ynw
B pup sisbisw ‘se|ps soopid ‘sjuswsbupip u-Ang diysaipioosso ‘uoyon DA

“._ solopid ul sousiisdxs sIy Yim siojoop Jo spaipuny padjay soy yiwg A

'8J17 4NoA S1 SIY| “|PIUID) SI 19D NOA SDIAPY JO ANPND Y|

uoog Buiwo) saypq gOOZ SPIMUOUDN
| Jaquaoa( - O JoquaAoN| 14 ‘odwpy
2T~ 1z equadag NI ‘stydwiayy

Susfos 3 Buring

V'a'W ‘yiws AH Aq ‘s|psioiddyy *9 sdiysiauping ‘sajo1oossy

L= 20 SAIDIIVALS
" NOILISNVJL

9014on.4 [DUOISSajoI \/ Buljjes 9
buiAng yoog s,ynwg AH jo Adoo
3334 © 104 Abpoy sn jobjuod)

o2 DPLOYISAY 18pIsU| PPLIO|J SV

PRESORTED
STANDARD
U.S. POSTAGE
PAID
PERMIT #1
MANASOTA FL

Licensed Real Estate Broker
Exclusive Florida Broker for ADS

5100 Tamiami Trail North,
Suite 106
Naples, Florida 34103

Visit our website at:

ADSflorida.com
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