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Dedication 

The dedication of a book has always been the one page I purposely skip when 
reading.  I never really wanted to know the children, wives, and co-workers that 
the author ignored while they satisfied their own ego by writing a book.   So I am a 
little surprised that you took the time to read this very short paragraph.  If there 
were a person or group that this book is dedicated to, it would have to be the 
“Average Dentist”.  The person who made the grades academically, put in the 
time, stressed and struggled through their career, only to find that they never quite 
arrived at a financially secure future or fulfillment in a dental career.  This book 
and Summit Practice Solutions (Summit) are here to tell you that there is a recipe 
for success in Dentistry: A predictable process for strategically planning and 
positioning yourself and your practice to have anything in life you want.  You 
could say that this really is not just a book, but rather a roadmap to the career you 
deserve.  

 If you have further questions, contact Summit Practice Solutions.  Regular 
business hours are Monday - Friday 8:00am - 5:00pm CST.  During these hours, 
you can reach us by phone or email.  Outside of these hours, either call and leave a 
message or email us. 

Phone:    800-252-0955 
Email:    mike@summitpracticesolutions.com or   

max@summitpracticesolutions.com  
Web Site:   www.summitpracticesolutions.com 
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Foreword 
 

When asked by Dr. Mike Abernathy to write the foreword for his book, “The Roadmap to 
Wealth & Security,” I accepted with great pleasure (and humility).  I’ve known Mike for over 25 
years now.  He has been a great friend, a great mentor and a great source of information about 
anything regarding the profession of dentistry. 

Many of you have heard Mike speak at various seminars, heard one of his CD’s, or viewed 
one of his presentations on DVD.  As you know, Mike always “shoots from the hip” and tells it 
like it is, based 100% on his first-hand knowledge of what actually works. 

Many of you already know the story of Mike’s highly successful practice in McKinney, 
Texas.  In the last few years he has gotten more and more involved in buying and selling dental 
practices.  His latest work on the subject is a true masterpiece.  As you might expect, I receive 
tons of books and products to review and endorse each year.  That’s why I can say with 
confidence that the quality of this product is unmatched. 

Mike will take you through the entire buy/sell/transition process.  From giving you the right 
questions to ask all the way to various strategies and the actual contracts that you can use in your 
own situation, The Roadmap provides everything needed to insure a successful transaction. 

And Mike ends the book with some great personal advice, which should probably be required 
reading for all dentists before they complete dental school. 

So sit back, relax and get ready for a very informative and valuable read! 
 
Regards, 
Woody Oakes, DDS 
(a/k/a “The Profitable Dentist”) 
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Introduction 

THE ROADMAP 
 
 I would have to say that the idea of helping young to mid-career doctors 

build their financial future, and helping late term doctors transform their practice 
into a 5-10 year exit strategy was the real reason I wrote this book.  It excites me to 
think of passing along my past experiences in the hope of helping thousands of 
doctors not only increase their net worth, but foremost, create more choices for 
each of them.  Being financially independent creates choices.  It gives you the 
opportunity to fine tune the journey, and pick your destination.  Bob Buford’s 
book, “Half Time” dramatically changed my life’s focus, set me in the direction of 
my final destination, and helped me clearly see the path.  I just happened to be a 
dentist when this happened.  I hope what you are reading ads a little light to your 
journey. 

  I would like to share a quote from Lewis Carroll’s classic “Alice in 
Wonderland”.   I have used this quote many times in seminars I have presented.  It 
hones in on direction, focus, and purpose.  I know you will like it.  Following the 
quote is a commentary by Roy H. Williams. 

“Would	  you	   tell	  me,	  please,	  which	  way	   I	  ought	   to	  go	   from	  here?”	  asked	  
Alice.	  

“That	   depends	   a	   good	   deal	   on	   where	   you	   want	   to	   get	   to,”	   said	   the	  
Cheshire	  Cat.	  	  	  

“I	  don’t	  much	  care,”	  said	  Alice.	  

“Then	  it	  doesn’t	  much	  matter	  which	  way	  you	  go,”	  said	  the	  Cat.	  
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“So	  long	  as	  I	  get	  somewhere,”	  Alice	  added.	  

“Oh,	  you’re	  sure	  to	  do	  that,”	  said	  the	  Cat,	  “if	  only	  you	  walk	  long	  enough.”	  

 

Don’t tell me what you see.  Tell me what you want to see.  “What are you 
trying to make happen?  And how will you measure progress?”  When I ask these 
questions, most business owners stammer, stutter and hedge, then change the 
subject by asking a question of their own. 

 
I usually ignore that question and ask, “How am I supposed to help you make 

something happen when you can’t tell me what it is you want?” 
 

Sigh. 
 
How many of your actions are actually reaction triggered by circumstances?  

Are you allowing the merely urgent to set aside the truly important? 
 
Do you know what you’re trying to make happen?  Can you tell me exactly 

how you plan to measure progress?  The shortest distance from Point A to Point 
B is always a straight line.  The best marketing strategies begin by drawing a 
straight line from Where We Are Today to Where We Would Like To Be 
Tomorrow. 

 
You can’t navigate a ship by studying the wind and waves.  Fix your gaze on 

your goal, a non-negotiable, fixed position that can never change.  Let that be 
your lighthouse, your reference point, your North Star. 

 
No stack of dollars can be your lighthouse.  Dollars are merely a byproduct.  

Money fails as a compass because it can be found in every direction.  Guiding 
directives and unifying principles are never merely financial. 

 
Where do you want to be tomorrow? 

 
Now point to your North Star, so that I can see it, too. 
 
Good.  Now let’s get started.      
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 Too often, I am surprised at the assumptions that dentists operate from.  

When it comes to business strategies, we fall short on planning and find ourselves 
in financial situations we never planned or imagined.  No longer can we just keep 
“walking” through our careers to just get “somewhere”.  I have made it a priority to 
seek out and pick the brains of some of the brightest minds in dentistry over the 
last 35 years.  Their insight, business sense, enthusiasm and strategic planning are 
reflected in these pages.  Without the mistakes of those who went before me, 
success would have been out of my reach.  Looking back on the entirety of my 
dental career gives me a perspective few enjoy.  By accident, hard work, or just 
dumb luck I was fortunate enough to attain most of my financial, clinical, and 
business goals.  This treatise is my effort to pass along some of those lessons in the 
hope that you find success without having to suffer the pain of every mistake I 
made along the way.  You do not have to reinvent the wheel.  In these pages, you 
will find the foundation to create a successful practice, multiply your productivity, 
and create a roadmap for an exit strategy from day one.  That’s correct, day one.  
Every business is created to one day be sold.  Failure to understand this will have 
you making decisions without an overall strategy. With that being said, remember: 
“Selling does not have to mean retiring”.  

Steven Covey, in The Seven Habits of Highly Effective People, stated 
“beginning with the end in mind” was the number one habit of those he researched.   
Begin with the end in mind.  If you do not know where you’re going, how are you 
going to know when you arrive?  How do you know what path to take?   Insurance 
companies tell us that statistically at age 65, 97% of the population will be dead, or 
dead broke.  Only 3% of those reading this book will find themselves financially 
independent at age 65.  The rest will be dead or working for the rest of their lives.  
Decide today what you want and go get it. 

 A little history might be in order.  Prior to the 1970’s you rarely found 
anyone selling their practice, bringing in a partner, or relying on the sale of a 
practice for a majority of their retirement. The practice of dentistry was really a 
calling, not a business venture.  Either you saved enough money to retire, used it to 
build other business investments, or continued to work until death.  Dentistry was 
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in the top 3 most respected professions in the US.  Banks would lend you the start 
up money.  No one ever failed to make a go of it.  There was little school debt.  
You could simply open your practice and patients would come to you.  It truly was 
the “Practice of Dentistry”.  Some called it the “Golden Age of Dentistry”. 

 Fast forward 4 decades and things have changed.  Dentistry has dropped in 
trust to number 24 out of 25 of the top professions.  We rank just above used car 
salesmen in trusted professions.  Cosmetic dentistry has become the best and worst 
thing for dentistry.  Dentists have become salesmen with high-pressure sales 
techniques, a new product to push each year couched as the ultimate in 
“comprehensive” dentistry.  We have gone from the “practice of dentistry” to the 
“business of dentistry”.  I’m not complaining; I just want you to consider that the 
last decade or so may be the aberration and not the norm.  What if we go back to 
where we started and your dental practice is unsellable? What if we find more 
dentists trying to retire than we have graduates looking to buy?  Consider that 50% 
of the graduates are females who statistically practice full-time for only 7 years.  
Imagine every patient in the future having government managed health care.  Plan 
on a 50% cut in pay, while the overhead continues to climb. What if this is the 
“New Emerging Economy”?   We have been so insulated to what America has 
faced in every other sector of the economy, that we have forgotten that we are not 
immune to the market place.  Get ready.  What is today may not continue.  I 
believe there is a new reality coming, and we are on the tipping point of this 
transition.  Success will go to those who act quickly.  You do not have to be the 
very best in what you do.  You just have to be better than the next guy.  Kind of 
like the joke about the two campers who are awakened from their tent by a 
rampaging bear.  While running from the bear, one of the guys stops to tie his 
shoes.  The other guy says: “Why are you putting on your shoes?  You won’t be 
able to out run that bear.”  The response from the camper who just finished putting 
on his shoes as he dashes off was:  “I don’t have to out run the bear. I only have to 
outrun you.”   There is a tipping point for everything.  The tipping point is the 
point at which public opinion or business strategy or even marketing hits its stride:  
The point at which we are past the uncertainty and onto a sure thing.  I am afraid 
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we are at that point in the fractional sale of a dental practice.  Lace up your Nikes, 
the race has already begun. 

 Assume that there is even a small amount of truth in what was just presented 
in the above scenario.  What are your plans?  What strategy should you consider?  
When should you start?  There are three letters that guarantee success.  These three 
letters formed the backbone of my entire career strategy.  These three letters, if you 
will act on them, will insure that you are one of the 3% of dentists who are 
financially independent at age 65.  Those letters are:  N-O-W.  NOW is the time to 
read this.  Now is the time to take action.  Now is the time to strategize and execute 
your plan.  Instead of waiting, ask the right questions now, and get the answers that 
will take you where you want to go. 

 This book will explain a very specific, thoroughly researched, totally 
predictable strategy to create wealth, decrease stress, and insure that you will finish 
in the top 3%.  I realize that I am addressing doctors of varying ages, clinical skills, 
and business interests.  Let me assure you that the strategy of selling some or all of 
your practice through trial partnerships, partnerships, satellite facilities, all based 
on Summit Practice Solutions decades of experience with thousands of dental 
offices, works at any level of expertise or years in practice.  The outline that we 
will present works incredibly well for young doctors as well as for those 
contemplating an exit strategy at the end of their careers.  The contributing writers 
in various chapters are the best in their field.  We assembled a group of mentors 
that will give you every head start on reaching any financial goal you can imagine. 
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Chapter One 

Begin at the Beginning:  Ask the Right Questions 
 
 Regardless of the age of the doctor or the number of years in practice, I 

always ask the same two questions: “How much is enough?” and “How long do 
you want to practice?”  Seldom can anyone answer these two simple questions.  
The young ones say they just started and haven’t really thought about it.  The mid-
career doctors are beginning to worry about whether or not they will ever be able 
to retire, usually because they are in debt up to their eyeballs.  The older doctors 
(who know they haven’t saved what they need for retirement) say they “want to” 
practice 5-10 more years.  As for money, they feel like they need $2,000,000-
6,000,000 to retire.  I try to give them a guideline using an approximate 5% after 
tax return on the money they have saved.  Tax-free municipal bonds will do this 
with no fear of market volatility or failure to get your money back.  If you think 
you need $100,000/year after tax, you will need to have $2,000,000 in savings:  
$200,000/year would be $4,000,000.  You get the idea.  The problem is that most 
of these doctors have not saved a penny.  Their debts far outweigh their assets.  
What happened?  We literally have had millions of dollars pass through our fingers 
during our careers and most of us have little or nothing to show for it.  I believe it’s 
because we fail to plan.  We let our lifestyles out strip our earning capacity.  
Believe me, there is no amount of income that you cannot spend.  Because of this, I 
see the average dentist spend just a few percentage points more than they actually 
take home.  A failure to set goals early in life with a due date and a strategy to get 
there is a plan to fail.  The results of not planning create average doctors with 
below average results.  Statistically the “average dentist” today is: 

• 54 years of age. 

• $225,000 in net worth (Assets - Debts = Net Worth). 

• Divorced at least once. 
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• 67% dislike their chosen profession. 

• 47% have abused alcohol or drugs during their career. 

• Have endured 3 career lawsuits. 

• Only have 1.5 days of hygiene per week in their practice. 

• Have a 91% collection rate. 

• Have a 42% recall rate. 

• Produce a little over $425,000/year with a 67-74% overhead. 

• Net pay is around $60.00/hour.  About the same as a plumber in the State of 
Texas. 

L.D Pankey said it best: “The average dentist is the best of the worst, or the 
worst of the best.”  No one ever left dental school hoping to become an “average 
dentist”.  Fail to plan, to find a mentor, coach, or consultant and you are doomed to 
mediocrity.  I have made a short list of the characteristics and habits of the 
“average dentist” that I have observed over the last few decades of coaching.  I call 
it the “Seduction of Good Enough”. 

• Do the minimum required. 

• Wait until the last minute to do things. 

• Be unprepared and unorganized. 

• Accept mistakes and errors as part of life. 

• Be willing to let someone else do it. 

 
There are 5 Stages of a Dental Practice.  If you were to place these stages on a 

piece of graph paper, they would look like the diagram below.  The Vertical axis is 
measured in money.  The Horizontal axis is a measure of time.  We all start day 
one with no money and we’ll call this the Survival Stage of dentistry.  We will do 
whatever it takes to make a living:  We are real short on experience, and long on 
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persistence.  We start out doing whatever it takes.  Dr. Gordon Christensen says 
that “our diplomas are just learner’s permits.  We are just barely, not dangerous.”  
The great thing at this point of our careers is that we don’t know what we don’t 
know.  We are pretty clueless about the business of dentistry.  We are just looking 
for a chance to get into the game. 

 The next stage is the Growth Stage.  This is the most exciting time for most 
of us.  We start practicing as a dentist, get an apartment or home, get married, and 
even start a family.  We are gradually increasing our clinical, business, and 
financial skills, usually by trial and error.  Everything is looking up.  At almost 
every turn, we run into something that is a challenge.  The trouble with growth is 
that it ends far too quickly for most of us.  Very few of us are able to keep adding 
challenges, clinical skills, and sustain growth in our practices.  Without continued 
growth and profitability, we are doomed to languish in mediocrity. 

 The next stage is the Profit Plateau Stage.  You could find that you hit 
several different plateaus during your career.  Slow down, plateau, and then you 
market more, add a procedure or even another provider, grow a little; then hit 
another plateau.  It is kind of like failing.  You really only fail the last time you 
stop trying.  As long as you fail forward and keep getting up after a challenge 
knocks you down, you have not failed.  You may currently struggle with some 
challenge, but it will not make you fail.   
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5	  Stages	  of	  a	  Dental	  Practice
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The strange thing about this graph is that the time line may not be 

your entire career.  You might find that you enter the Profit Plateau Stage in 
your 5th year, or maybe never.  It varies from doctor to doctor and practice to 
practice.  But I find too many doctors arrive too early and remain stuck in 
this Plateau Stage for most of their careers.  They feel helpless to control 
their circumstances.  They feel out of control.  The practice, staff, patients, 
overhead, and management have taken their toll.  They stopped trying years 
ago.  They just come in, do what they have to, leave, and hope for the best.  
The truth is ---- hope is not really a strategy. 

 It is about this time of helplessness and lack of control that everything 
begins to go downhill.  Patient numbers drop, production barely covers 
expenses, staff turnover is high, and the inevitable slow down into the 
Leisure Stage begins.  The name leisure probably doesn’t do it justice. It is 
more of a “decay of attention and profitability”:  A time when stress is the 
constant and profit is elusive.  You begin to think of patients as the problem.  
You arrive late, never really are fully engaged during the day, leave early, 
and try to occupy your life with something other than dentistry.   
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 It is at this point that we hit the Sellout Stage:  The very worst time to 
try to sell a practice or bring in a partner.  Your systems are in shambles. 
There is little or no profit, and not even enough energy to lead the practice.  
You will receive the least amount of money for your practice and have little 
or no time left to act on an investment strategy to help it grow.  At the time 
in your life when you need money the most, and should be able to cut back, 
you find yourself back at the Survival Stage.  This is a vicious circle that 
captures way too many of the dentists I encounter:  Great opportunity, plenty 
of time, but a complete failure to follow thru.  You become a thermometer 
instead of a thermostat.  You sense what’s going on around you but you 
never control your environment. 

 Not a pretty story and not the path that you want to take.  That is why 
you are reading this book.  It can be the first step back to a career-long 
Growth Stage with huge financial gains, less stress and a renewed 
enthusiasm for life.  It guarantees a successful exit on your own terms. 

 At forty years of age I decided I would retire from dentistry in 15 
years with $6,000,000 in assets and be debt free.  I had just read Bob 
Buford’s book “Half Time”.  In it, he tells how his son dies a few days 
before joining him in running his very successful business.  It traces his 
thoughts and grief as he tries to make sense of life.  His conclusion was that 
he had spent the first part of his life trying to be “successful”.  He felt he 
needed to spend the last stage of his life trying to do something 
“significant”.  He referred to this point of transition as “half time”.  Kind of 
like a football game where you go into the locker room with the first half 
over and having to reassess your strategy for the second half.  I came away 
from that book with a renewed purpose and a new plan to make my dreams 
come true.  The trouble was that I didn’t know anything other than dentistry.  
I had to make dentistry fun and profitable for the next 15 years.  During that 
time I sold partnerships for fractional ownership of my practice to 3 doctors, 
grew the practice an average of 15% a year, lowered my overhead to the 
50% range, added 9 hygienists, a commercial lab, one more location, started 
Summit with my partner Max Gotcher, and eliminated all of my debt.  I have 
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tried to add significance to every day of my life since that turning point.  It is 
this sense of purpose and significance that continues to drive me today in my 
sixties. 

 Before we begin exploring the contracts and systems of a successful 
transition, we need to spend a little time understanding the other side: What 
the young doctor wants, what are the main concerns, and why we would 
want to consider this route at all. 
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Chapter Two 

Why You Want a Transition 
 
 
Now that you have heard all about the barriers to success, let’s start building 

your knowledge to insure success with your new partner.  Allow me to list all 
the great things that a Partner and Trial Partnership can bring to you and your 
practice. 

• More time off.  Keep in mind that we expect you to be poised for growth 
and fully engaged in doing whatever it takes to makes this transition a 
success.   

• Someone else can do jobs that don’t play to your strengths or 
interests.  In finding a partner we do not want someone exactly like you.  
That would diminish the patients available to you and what you do.  We 
want someone to compliment you.  Nothing should be referred out.  If 
you can keep the children, oral surgery, endo, sedation, implants, 
orthodontics in your practice, you will not need as many new patients to 
keep the young doctor busy.  I call this “finding the Phantom Practice”.  
The phantom practice represents the treatment the owner cannot or will 
not produce.  It may involve any endodontic, periodontal, surgical, or 
other treatment modalities the owner chooses not to do.  It can also 
include the patients that cannot be seen on a timely basis because the 
owner is already booked out too far.  The only way the phantom practice 
can be realized, and the incremental income and profitability made real, 
is by adding another doctor to treat those “surplus” patients and those 
services currently not being performed in the office.  You cannot expect 
to bring in a new doctor for partnership by splitting the already too few 
patients your practice attracts and expect anything but a catastrophe. 
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• The value of the group practice model.  Cross referrals, peer consults, 
problem solving, and shared responsibility are all benefits of this model. 

• Provide passive income.  Every trial partner should render you a 5-10% 
profit over and above what they are paid.  Passive income is money paid 
to you without you having to personally do the work.  This creates an 
algorithm that determines what you can afford to pay them.  While most 
recent graduates expect to make a minimum of about 30% of collections, 
you may not be able to afford this.  If your overhead is 70% or greater, 
you will be paying them out of your pocket each month rather than out of 
the profit pool.  If you decide to pay 30% of collections and expect to 
make 5-10% profit on your trial partner, you would need to have a 60-
65% overhead for this to work.  If you enter a relationship that does not 
work on paper trying to create a profit, you are doomed to fail.  That is 
why we always ask our senior doctors to share the real numbers and 
expectations of profit with your young doctor prior to having them start 
work.  There must be a plan in place to control overhead and create a 
margin of safety in profitability. 

• Increase the value of the practice.  The value of the remaining portion 
of the practice that you own will increase due to the increase of 
production of the new doctor and expanded hours.  The sales price of the 
first portion of your practice will be less than the subsequent sales 
amounts of the remaining part(s) of your practice.  For example:  Let’s 
suppose you are going to sell 1/3 of a million dollar practice for $225,000 
(a million dollar practice will sell for about 65-70% of the last 12 months 
collections, so let’s call it $675,000 for the entire practice.  One third of 
that would be $225,000).   After a couple of years, the two of you are 
now collecting $1,600,000 for the entire practice.  The next third might 
sell for around $350,000 or an increase of over 155%.   

• Keep more profit in the practice.  This would be from not sending out 
any procedure(s) to outside specialists. 

• Cross coverage and temporary disability coverage.  In a solo practice, 
a disability would mean the closure of the practice until the owner 



19 
 

recovered.  A partner would insure that the overhead, staff, and patients 
would be taken care of. 

• Built in buyers for death, disability, or retirement.  Every partnership 
will have a Buy Sell Agreement that would provide funds in the event of 
an untimely death or disability via an insurance policy paid by the 
partnership.  In other words, the surviving partner would not have to 
come up with the money and would then own the practice free and clear.  
This creates security for your family and heirs.  

• Extended office hours.  While we do not expect you personally to 
necessarily work more hours, we do expect the office to be open more 
hours.  For the first time in your career the office will actually be open 
when patients want to come in.  We are introducing “consumerism”: 
Giving patients what they want, when they want it. 

• Decrease overall overhead trend.  Expanding hours will allow better 
control over fixed overhead costs that are constant whether you are 
working or not.  The office will never have to close due to vacations or 
other time away. 

• Allow the senior DDS to retire over time.  Many of you will find this to 
be the most attractive feature.  You may be able to take that trip without 
fear of all of your expenses overtaking your productivity.  Someone will 
be working even though you are out of town. 

• Able to delegate responsibilities.  Will allow the senior doctor to share 
the responsibility of managing and leading the practice.  This insures full 
time coverage from a management sense during all hours of operation.  I 
can remember the first time I realized that someone other than me was 
actually concerned about overhead and whether or not we were making a 
profit. 

• Able to attract, keep, and motivate better staff.  More and varied 
hours allow you to attract a better staff mix.  By driving down the 
overhead in various areas, you will be able to pay a more competitive 
salary to your employees. 
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How Can the Senior Doctor Cause the Partnership to Fail? 
 When we speak with senior doctors that have tried an “associateship” that 

failed, they always seem to think it was the junior doctor’s fault.  The young doctor 
was lazy, a terrible clinician, had a bad attitude, irritated the staff, and alienated the 
patients.  While there may be some kernel of truth in the above statement, most of 
the blame can be laid at the feet of the senior doctor.  Below is a list you should 
take seriously.  Look inward and consider if you are at a time in your life and 
career where these things will not trip you up. 

• Senior doctor’s ego:  In bringing in a new doctor, your goal should be to 
have someone who is capable of being better than you are.  Better clinically, 
personally, leadership, management, and even better at inspiring patients.  
Get ready, because if this actually happens, you will have patients that you 
have treated for 20 years saying they would rather see the young doctor.  
You never know how you will react until this happens.  Just remember that 
the goal is to have such a great team that the patients feel comfortable with 
any doctor in the group. 

• Staff not involved in the decision-making.  Over and over I see the same 
scene unfold.  The staff is the last to know that the senior doctor is 
considering retiring or bringing in a partner.  In my office the staff hired 
everyone.  I interviewed the staff candidates and doctors, but it was the 
existing staff that made the final decision to hire or not.  Involving staff in 
decisions affecting the practice will engender an ownership mentality in 
them.  It creates a team spirit that is missing in most practices.  One of the 
main reasons we averaged over 14.5 years per staff person was the staff 
ownership model.  They were responsible for controlling overhead and 
boosting productivity.  I consulted with them about every aspect of my 
practice.  This will make all the difference. 

• Junior doctors believe that great practices have staff that always gets 
along.   Keep in mind that as an employee they will always compare and 
contrast what they see with their expectations.  The shorter the engagement 
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or trial term the better.  They need to become an owner while the “halo 
effect” is still there. 

• Lack of Flexibility.  Put on your “Whatever It Takes” T-shirt and make this 
work.  When you consider the impact on your practice (and your bank 
account) of a successful transition, there will be few decisions that are more 
important than making this work. 

• Lack of equal access to facility, staff, and new patients.  Get your head 
screwed on right and engage your brain before taking action.  This partner is 
not there to make your life easier.  It was a business decision and you should 
carefully consider anything you do that might decrease their productivity as 
counterproductive.  I see doctors who unknowingly sabotage their transition 
by being greedy with staff, patients, and facility. 

• No written contract.  The contracts we provide will act as a matrix to create 
expectations that are in line with good business practices.  Your contracts 
protect you in the event of death, disability, or dissolution of your 
partnership.  They are your safety net when it comes to business.  It defines 
what you can and cannot do.  It helps you focus on the important issues 
before they become a huge problem. 

• No written expectation and philosophy.  While your partnership contracts 
construct the framework for your business, you must go further and have 
each of you put into a written document your expectations and philosophy. 

• The last item concerns how the Trial Partner can cause the process to 
fail:  Ignoring practice policies, having unrealistic expectations, 
unwillingness to accept advice and/or constructive criticism, not devoting 
sufficient effort to building the practice, and not supporting the staff when 
they confront the owner are all pitfalls for the young doctor. 
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Chapter Three 

The Young Doctor’s Profile 
 
So whom are we really dealing with?  New Graduate concerns can be 

summarized by the following list: 
 
• Repayment of student loans and other debt.  Most students leave 

dental school with $150,000 to $250,000 in school debt.  This has to 
be number one in their minds.  How will I be able to service this debt 
and make a living, much less ever own my own practice? 

• Relocating and home acquisition.  Most students either want to 
move back home, or move to a location that buys them an edge.  
When I say edge, I am referring to a location with more opportunities, 
good financing available, with a moderate cost of living.  For a young 
doctor looking to buy into a practice, I will say that most graduates 
make the mistake of wanting to locate in a large metropolitan area.  
Generally it is over saturated with doctors and the level of competition 
makes it difficult to have a successful practice.   

• Family concerns.  There are always external pressures pushing young 
doctors to a particular part of the country.  Statistically the doctor, 
whether male or female, will end up within a 2-hour drive of the 
female’s parents.  Consider this in your interview. 

• Investing in the future.  How should I balance debt reduction with 
savings?  Should I rent or own?  Will this be the right choice?  Who 
can I trust for advice?  Investing for the future is not just about 
money.  It includes business skills, life skills, and growth strategies. 
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• Clinical skills.  Remember:  That dental license is just a learner’s 
permit that makes us almost not dangerous.  They are very aware that 
they fall short on competence.  They know they need a mentor. 

• Business skills.  They have been brainwashed by their dental schools 
to believe that they must go into an associateship to build clinical 
speed and learn the business of dentistry.  While we all need a mentor, 
most of these graduates will end up working for the typical “average 
dentist” or in a corporate structure.  A doctor who has failed to grow 
his business is probably the worst mentor this young doctor could 
pick. 

• Money management skills.  This could include investing for the 
future if we consider the financial hurdles each young graduate faces.  
It includes how to negotiate a contract while wondering if this is the 
right thing to do. 

• Lack of real world experience.  We all spent many years in school.  
This is the first time that we were faced with providing for our 
families while juggling the hats of a dentist, spouse, parent, banker, 
CPA … 

• Fear of being taken advantage of.  Everyone, from the dental supply 
companies to the hiring doctor, wants something from them.  They 
feel both flattered and used.  They realize for the first time that the 
decisions they make today could affect them for the rest of their lives.  
A daunting task at best. 

According to the ADA, 74.6% of dental graduates are practicing as 
associates or independent contractors one year out of dental school.  94.4% 
of senior students said they could not afford to start their own practices.  An 
interesting thing is that 72% of all associate jobs fail within 15 months.  This 
should impress you even more:  75% of all dentists practice alone.  So here 
is the problem: All the graduates feel they must associate with a senior 
doctor upon graduation.  Problem is the senior doctor has no clue about how 
to work with another doctor, much less know how to manage their practice 
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to the level that another provider should be added.  The young doctor soon 
feels that they were misled in working for this senior doctor.  They feel that 
they are doing all the work and the senior doctor is making a financial 
killing on their labor.  The truth is both sides are completely wrong.  The 
relationship was doomed from the beginning.  Without the proper strategy, 
systems, documentation and attitude from both parties a multiple doctor 
arrangement will always fail.  We will spend the rest of this book showing 
you exactly how this transition can be done with a 92% success rate.  I warn 
you, you cannot leave out even one step.  Do not attempt to modify the 
system.  It is a recipe that has been perfected through hundreds of 
transitions.  We’ve seen every way possible to mess this up.  This book is 
your roadmap to ultimate success for growing your practice with multiple 
doctors. 

 
Why Associates never last: 
• The senior doctor was not fully committed to the practice.  If you are 

the quintessential “Average Dentist”, don’t even begin the process.  
You cannot see the associate as a means to just have more time off, or 
someone to dump unpleasant patients on.  This is why most 
associateships fail within 15 months.  You must have the energy, 
proactive management style, and a “whatever it takes” attitude before 
starting down this path.  You are going to have to change before 
considering making a transition. 

• The senior doctor and the staff are not poised for growth.  You cannot 
expect this to work if you cannot manage to turn up the number of 
new patients, cut overhead, expand hours, and involve the entire staff 
in strategically bringing in the new doctor.  This decision to bring in a 
new doctor will require a new commitment from you and your staff.  
Business as usual is out the window.  If you want more, you are going 
to have to be more. 

• You must have an inexhaustible supply of new patients.  For a general 
practice we recommend from 50-75 new patients per dentist per 
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month.  Remember that while you may produce a lot per new patient, 
the new doctor will only produce about 30% of that.  Doctors 
generally attract patients about 10 years on either side of their ages.  If 
you are sixty or older the patients on the upper 10 years are dead (just 
kidding) which leaves you the ones 10 years younger.  A young 
doctor will attract more people his or her own age.  For many of you, 
children will begin frequenting your offices again.  As the senior 
doctor, you are responsible for bringing in the new patients.  If the 
young doctor could do it, they would not need you.  While it is normal 
to expect the young doctor to promote the practice and bring some 
new patients in, you are the one who must step up and increase your 
marketing budget, increase the office hours, and motivate the staff to 
increase more internal referrals. 

• Working as an employee was never the vision of why we went to 
dental school.  Associates leave because they want ownership.  A 
doctor who would work for you as an employee for years is the wrong 
doctor for your practice.  Think about it.  If they don’t have ownership 
vision, then they probably won’t have that fire in their belly to work 
hard to grow the practice, sell dentistry, inspire patients to refer, and 
become a valuable member of the team.  Without an offer to buy in 
you will attract a poorer candidate for the position you are offering.  It 
will just be a job for them:  A paycheck for work rendered.  I don’t 
know about you, but I want more than that out of a relationship with 
another doctor. 

Things to know before bringing someone into a practice: 
• From now on we will refer to any new doctor who will work for you in an 

associate relationship as the Trial Partner (TP).  From day one, we want the 
young doctor to understand that we are not looking for an employee.  We are 
trying to develop a long-term partnership.  From the very first day we want 
them thinking like an owner.  They should be concerned about new patients, 
overhead, and staff relationships.  They should want to expand the hours in 
order to increase their exposure to more patients.  They should be looking 
toward owning a fractional share of your practice sooner rather than later.  
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Employees, on the other hand, will whine and complain, show up late, leave 
early, live pay check to pay check and show no concern about the team (and 
maybe little or no real concern about the patients).  Start referring to the 
young doctor’s position as the Trial Partner (TP), and see the difference.  An 
ownership mentality is exactly what you want in your new doctor. 

• Associates/Partners don’t eliminate problems.  They magnify them.  If you 
do not have your house in order, you will face a most daunting task to 
balance this new relationship. 

• You must have an adequate facility, equipment, and staff to make this a 
seamless transition.  There is a myth that adding a doctor requires that you 
expand your facility.  It is not impossible to have 3 doctors, 3-4 hygienist in 
a 6 op office and by breaking up the week into 6 hour shifts, 11 or 12 hours a 
day a practice can produce over a million a year per doctor and another one 
and half million from the hygiene department and not even see one another.  
(Rick Kushner has done it with dozens of offices.)  It is not crowded and the 
overhead can dip below 50%. 

• While slightly ambiguous, you must know yourself and your staff.  A group 
of people who work together every day in a dental office is not necessarily a 
team.  You may just have a group of people who happen to work in the same 
office.  A team mentality is paramount to making a successful transition to 
multiple doctors.  If you know that your leadership and management skills 
have taken a back seat to your clinical skills, you will have to start to lead 
and manage once again.  There are no “born leaders”; this is a learned trait 
and an area where anyone can improve.  You cannot be an absentee owner 
and expect your office to run both effectively and efficiently without great 
systems and leadership from you. 

• Because the “Associate” never feels at risk, never feels the need to really 
learn the business systems, and never learns how to optimize revenue, they 
fail to ever own the process of operating the practice at the optimum level.  
Ownership brings focused, persistent attention to running the business.  Do 
not make your time with an Associate/Employee just a stop on the way to 
their ultimate goal of ownership somewhere else. 
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NOTE:  Associateships do not require enough commitment from the junior 
doctor to later follow through with a transition or buy-in/buy-out.   Without 
structured contracts leading to a transition, the junior doctor may opt to remain as 
just an employee or associate, it would leave all and any issues undefined, such as 
terms and price of the sale to be negotiated later.  This would probably put the 
buyer/junior in the bargaining position because he or she would usually be the 
party least needing the continuance of the association.  In other words, he or she 
would usually be more flexible to leave in case terms could not be agreed upon.  
Furthermore, the longer the junior is present and working in the practice, the better 
this bargaining position would tend to become, because the more the senior would 
usually desire or need the association to continue and the less he or she would want 
to risk turnover.  Therefore, the senior, in this case, would be the party most likely 
to need to make concessions, in order to retain the junior and keep the transition 
from perhaps breaking up. Leaving issues undefined does not necessarily favor the 
junior party, however.  It tends to favor whichever party would be most flexible to 
termination.  Usually, once into a transition, the senior, programming for upcoming 
retirement, would be less flexible to termination and trying to start over with 
another junior.  On the other hand, once into a transition, the junior may have more 
desire for its continuance than the senior and then the senior would have the 
bargaining advantage.  Ideally, there should be no such strategy involved, but 
unless both parties were more-or-less equally committed, the one most desiring 
continuance of the arrangement would usually be at a disadvantage.  This is the 
reason that structuring the transition or sale from the first day with comprehensive 
contracts and financing will insure a successful transition strategy. 
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Chapter Four 

When Should a Partner Be Considered? 
 

Let’s say you are with us so far, and we are on the same page.  You 
understand how this can be messed up and you are still willing to go forward.  
There is one more area you must consider in order to have a successful transition 
or exit strategy.  While anything can be sold, we want you to get the greatest return 
on your investment.  There are some parameters that I would like you to consider 
in order to insure that this transition meets your wealth building and retirement 
goals.  You will find this next section to be very challenging to accomplish.  While 
failure to measure up is not necessarily a reason not to proceed, it is the first hurdle 
you face in measuring up to the type of practice it takes to successfully have 
multiple doctors.  For those of you who are reading this in order to exit your 
practice, these benchmarks and considerations will affect the final price you are 
able to ask for your practice.  Take the time to pull out your P&L statements, 
month and/or year- end computer reports, and tax returns, and take a look at the 
numbers.  Your young doctor will ask for these, and you will need to appear 
knowledgeable and confident in their presentation. 

You should consider a partner when your schedule is too full, and you are 
tired and busy but poised for growth.  The next area that should concern you is 
overhead and benchmarks that every well-run general practice should consider 
trying to attain.  I am using a general practice and not a specialty or boutique 
practice as an example.  The numbers will still work and you should not consider 
these benchmarks as unrealistic or unobtainable.  All of the practices that I have 
owned met or exceeded the benchmarks you are about to study.  These benchmarks 
are what a great general practice should look like.  They will give you maximum 
profit, lower overhead, decreased stress, and an excellent practice to sell. 
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Overhead and Benchmarks 
 

 If you can define, or create a picture of where you want to be, you will 
shorten the path and define the result.  The same is true in overhead.  Your 
overhead should be 50% to 55%.  This is realistic in any practice that is 5 years old 
or older.  I see too many practices with bragging rights of huge production, but the 
truth is that the owner takes very little home.  It has always been and will always 
be about net, not gross.  You should be able to keep approximately half of every 
dollar you collect.  One of our mottos at Summit is:  Produce More, Collect Half, 
and Keep Half.  Remember:  You should collect over 98% of all collectible fees.  
An increase in productivity is of no value if the cost of overhead is not contained.  
We also believe strongly that you need to be debt-free.  It’s amazing how much 
less stressful every day is when you’re out of debt.  When working with young 
doctors to start a practice, we insist on a plan to make them debt-free within 3-5 
years.  When working with established doctors, we fight to get them to put their 
house in order, live within their means (spend less and produce more), and 
concentrate on the systems that guarantee an increase in net income and a decrease 
in overall overhead. 

 Looking at hundreds of practices and their numbers, I am too often surprised 
at the lack of information the owner doctor can lay his/her hands on.  The profit 
and loss (P&L) statements are not available until 90 days after the closing of the 
month.   The doctor cannot read the P&L, or glean the information that he needs to 
make decisions, and does not realize that a profit and loss statement does not 
reflect true cash flow (what you collect and what you spend).  They do not use 
software like Quickbooks to write checks and create a cash flow analysis. They are 
being overcharged and underserved by CPA’s that do not understand the dental 
business and seem to be in no hurry about getting the numbers to the client.  If you 
want to lower your overhead, manage your practice for profitability, and control 
your future, you must have accurate, timely, real world numbers to guide you.   No 
one can hit a target that is not there.  That is why we all need benchmarks.  We all 
need a target to hit:  A goal to strive for.  How are you going to know how you are 
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doing if no one sets the bar?   Benchmarks define the game we are playing.  What 
does it take to win?  Where are the goals, the yard lines and hash marks?  Where 
are we starting from? 

 No matter how many employees are on your payroll, or what your 
financials looked like last month, if you believe that “organized chaos” and 
creativity alone will drive your business toward success, it’s time to shift gears.  
Businesses without systems react.  You want to forecast, measure, set goals and 
beat them.  (And, of course, earn more money while doing all of this.) Benchmarks 
give you a ruler to measure your progress.  They help you create black and white 
answers to grey questions.  Let me give you a few benchmarks to help set a target 
for your General Dental Practice.    

OVERHEAD:  I tend to look at overhead from the perspective of cash flow:  
What comes in and what goes out.  Not the way a CPA does it in a P&L statement 
with only deductible items listed.  This cash flow statement creates a management 
tool to help you manage your practice day to day and should be shared with the 
staff. 

Let’s take a look at overhead, and the way we suggest you have your CPA 
organize a cash flow statement.  Keep in mind: A cash flow statement is not used 
to do your tax returns.  It is a minute-to-minute accounting of in-flow and out-
flows of money.  We believe all operating expenses should be contained in about 6 
categories.  Attached to the categories is an ideal benchmark to help you move 
toward that 50% overhead.  These are the categories. 

 
• Staff	  Compensation	   	   	  24-‐25%	  
• Facility	   	   	   	   	  	  	  	  	  7-‐9%	  
• Lab	   	   	   	   	   	  	  	  8-‐10%	  
• Marketing	   	   	   	   	  	  	  	  	  	  	  	  	  3%	  
• Office	  Supplies	   	   	   	  	  	  	  	  	  	  	  	  2%	  
• Dental	  Supplies	   	   	   	  	  	  	  	  	  	  	  	  6%	  

__________________________________	  

TOTAL    50-55% 
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Staff compensation includes everything you spend on staff:  

Taxes, continuing education, bonus, trips, normal pay, benefits, 
uniforms, it includes everyone but the owner doctor(s).  Hygienists 
and associates are included here.  When making decisions about 
overhead and what you might pay a doctor employee, consider the 
added equipment, staff, and other ancillary costs associated with 
their hiring. 

Facility includes all the physical plant and its costs:  Taxes, 
note payment of the building itself, maintenance, lease, servicing 
note for the purchase of a practice, utilities, equipment purchase or 
lease, repairs, etc. 

Lab should include everything you spend on lab, including 
Cerec or E4D, supplies, outside lab work, and anything else related 
to that side of your practice.  If the benchmark seems low, or you 
spend more on lab than the 8-10% you are probably limiting your 
practice to adults and a greater portion of your practice is C&B.  
This means your ability to market your practice is limited to a 
smaller, more lucrative audience and should reflect these 
demographics.  If your lab is lower, you may not be assertive 
enough in your case presentation or not clinically mature enough to 
present more ideal treatment.  Each of these numbers means 
something, and creates a picture of the health of your practice.   

Marketing would include all internal and external things you 
do to inspire and reach your potential clients:  Print ads, give 
always, signage, promotions, phone book; everything.  It is said 
that everything you do, from answering the phone to staying on 
time communicates a message to your clients.  You cannot, not 
market.   While 3% is the benchmark, it is not unreasonable to do 
more.  A higher end practice may spend more here, and less in 
compensation.  Do not cut back on putting your message out there.   
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In providing a service or product:  Do what you do so well that 
people cannot help but tell everyone they know about you. 

Office supplies are self-explanatory and are not usually a 
problem for most offices.  Watch what you spend, and spend 
wisely.  Only one person should be in charge of ordering dental 
and office supplies, and they should have a written budget that is 
adhered to. 

Dental supplies and the money spent for them are often 
abused.  Make a budget, monitor spending, have one person do the 
“buyers club”.   Woody Oaks with Excellence in Dentistry partners 
with a dental supply company to provide a buyer’s club at no 
charge to members.  They will give you 15% off their already low 
mail order prices and give you back 3% of your purchase on a 
credit card.  That is 18% off one of the lowest mail order 
companies in the US.  Do this tomorrow. 

 
Remember:  Every operating expense should fit into one of these categories.  

Your first question will be:  What about all those things I run through the practice 
to write off.  The answer:  Everything below the line is yours.  You choose to 
spend them on cars, club membership, trips and non-dental expenses.  You can still 
write them off, but we need real world transparent numbers to “manage” our 
practices.  We are looking for a report that helps you manage your practice’s 
overhead.   

 
 

Practice Benchmarks for a well-run General Dental Practice: 
 

• $25-$30K production per operatory/month (5 Ops = $100K-
$150K/month).  If you are not at this production level, it does not 
mean you are a failure.  It does mean you have room to grow, and 
there are no physical capacity problems.   There is no need to add 
more room to produce more until you meet or exceed this ratio. 
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• $20-$25K production per employee/month.  If you are not meeting 
this benchmark, you are either overstaffed, or under producing, or 
both.  Once again, you have no staff blockages (not enough staff) if 
you fall short of this goal.  It is possible to increase production 
without adding a single staff member. 

• 50-75 new patients/doctor:   (Remember: we are talking about a well 
run general dental practice, not a “Boutique” practice.)  Normal dental 
practices have a mixture of treatment and ages.  As you and your 
practice age, it is normal to see fewer children.  Along with this 
increase in age, confidence, and competence, comes more and more 
crown and bridge.  The negative is that you have limited the size of 
the patient pool that you can vie for.  Generally speaking, a dentist 
will only attract and inspire patients who are about 10 years on either 
side of the doctor’s age.  Open up a practice and still be in the same 
location 15 years later and you are probably in the wrong location.  
Demographics will change and before you know it, the neighborhood 
has gone downhill and there is a dentist on every corner.  (To help you 
compete, you need to have a ratio of 1 dentist for about 2000 
residents).  Go to www.zipskinny.com, put in your zip code and up 
will pop all of your demographic information.  This will be a 
revelation for most of you, and an aid in getting more new patients 
from updated marketing for others.  Then, go to www.aftco.net, and 
look under Resource Center and then “Dentistics”.    Put in your zip 
code and see the number of dentists, the population, and the ratio.  
Bottom line:  There is no excuse for not getting your share of the new 
patient pool.  You either grow or die.  There is no way to just stay at a 
particular production plateau.  Inflation, demographics and the 
economy slowly erode your business until it is too late.  It is like 
cooking a live frog.  You can’t drop him in boiling water because he 
will just jump out.  Put him in cold water and slowly raise the 
temperature, and he never realizes his plight until it is too late.  
Welcome to the story of the average dentist.  No one ever left dental 
school wanting to end up an average dentist.  L.D. Pankey said:  “The 
average dentist is either the best of the worst, or the worst of the best.” 
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• 2 Hygienists per doctor.   Another way of stating this would be twice 
as many hygiene hours as doctor hours.  This indicates a healthy 
recall, new patient flow, and shows that you have the back door 
closed.  This is the lifeblood of a healthy practice.  If you have been in 
practice for more than 5 years, and have not found the need to hire 
another hygienist, you are not inspiring your patients.  With the 
average new patient flow of 25 new patients per month, you would 
need to add a new hygienist every 24 months just to service them.  If 
you are not seeing this, then you have as many patients leaving as you 
have coming in.  You have the back door wide open.  This usually 
indicates a lack of systems, internal marketing, and the ability to 
inspire the patients you have.  It is black or white:  You are either 
growing or you are not.  This is one of the reasons I believe that every 
practice needs to invest in a coach:  Someone to fine tune your 
practice and help you to the next level.  Without exception, everyone 
needs a mentor.  I would have to say that the success of my own 
practices is directly related to practice management coaching, meeting 
with a mentor, and hiring for attitude.  Practice consulting is not 
expensive.  It is priceless.  It is the best investment you can make in 
building a successful practice. 

• Hygienists are producing $1100-$2500 per day unassisted.  For our 
Summit clients we are now able to bring in a hygienist who worked 
for me and regularly produced $25K-$45K per month unassisted.  We 
will just let them replace one of our regular consultant visits. 

• Hygiene department produces 33% of the total production of the 
practice.  Whether it is 1 or 10 hygienists, you should be seeing at 
least one third of your total office production from hygiene.  If you are 
not monitoring this you will be surprised at how easy it is to lower 
your overhead and increase production when your hygiene department 
is running on all eight cylinders. 

• 60% of your day is filled with substantial cases.  A substantial case is 
anything that is about the fee of a crown.  For Example:  Your 
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production goal is $5,000/day.  If a crown is about $1,000, you would 
need to have 60% of $5,000, or $3,600 (3.6 crowns or their 
equivalent) booked each day to reach a significant goal.  This is also 
true in hygiene, except the dollar amount would be different.  A 
substantial case for hygiene might be quadrants of sealants, or soft 
tissue management patients, not normal everyday recall patients.  60% 
of their day must be in substantial cases also.  Fail to do this and you 
are guaranteed to not make a significant goal for you and your 
hygienist.  Your hygiene department should account for about 33% of 
your total production.  Each hygienist should produce at least 3 times 
what they are paid. 

• Recall effectiveness of at least 80% (Nationally you see the average 
general practice at 42%) Getting this ratio up will insure a healthy 
base to your practice.  Statistically, you will find that 60% of your 
production will come from hygiene visits, not just new patients.  
Failure to have a healthy recall means you will not have great 
production.  If you are not currently keeping an 80% recall, you are 
not inspiring your patients.  

• 50-60% of your new patients come from direct referrals from a patient 
of record.  Practices that are not inspiring patients to refer find 
themselves “marketing” driven.  You are paying patients to come in 
the door, and they are leaving just as fast.  If you are not growing you 
are not inspiring your patients.  In a society that votes with their feet, 
you cannot afford to have a majority of your patients getting second 
opinions or not scheduling for treatment.  You cannot get better at 
giving patients what they do not want.  Change your direction and 
reap a new outlook for your practice.  If you are constantly seeing the 
back of your patient’s heads while they walk on down the street, you 
are doing it wrong.   

• 98% or greater collection rate (The average practice does 91%.  This 
will not do.)  Take the time to actually see how much money a 2-3% 
decrease in collections can mean on a yearly basis.  You could easily 
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pay off your school debt or buy a car for cash.  Now multiply that 
figure over a 30-plus year career.  Now add interest that could be 
earned if it were properly invested.  Staggering, isn’t it? 

• Consumer hours:  7-10am, 3-6pm, Monday-Friday, and Saturday 
hours.  This is difficult without multiple doctors, but 9-5 Monday thru 
Thursday does not meet your patient’s needs.  Consumerism is a creed 
you need to adopt to prosper in any economic environment.  
Convenience is huge is today’s practice.  Patients show up where their 
needs are met. 

• A small incremental fee increase, every January and July.  Inflation 
and the subsequent cost of operating a practice continue to climb.  
Review and update your fees on a systematic, regular basis.  A usual 
scenario would be to compare your fees to our fee survey and place 
them in the 80th percentile.  You would then raise your fees a couple 
of percentage points every January and July.  This would offset the 
effects of inflation and cost of living. 

• Pricing:  Keep comparables comparable:  Do a fee analysis (This is 
available to our Summit Clients at no charge.  Just give us a call).  Try 
to keep your fees in about the 80th percentile.  Consumers shop and 
price is important.  As a note:  An increase of 10% creates a 9% 
decrease in overhead.  Over the lifetime of a practice, millions of 
dollars are lost from having fees that are 5% too low.  The cumulative 
effect could fund a substantial portion of your retirement. 

• Production of $600-$750 per hour per Dentist.  There is a point of 
production that makes all the numbers work.  If your hourly 
production is not in this realm, you are either practicing managed 
care, young and just building a practice, not enough new patients, or 
lack the confidence and competence to fully utilize a transition 
strategy. 

• A goal of 15% growth per year in productivity.  Growth is a sign of 
meeting your patient’s needs.  No growth means you are not inspiring 
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your patients.  Lack of growth means there is something drastically 
wrong.   Managing a practice by the numbers to establish goals to 
insure growth and the proper overhead is the only logical choice.  
Insurance company statistics tell us that 97% of the population at age 
65 will either be “dead or dead broke”.  Only 2-3% will become 
financially independent at that age.  Failure to plan is a plan to fail.  
You must start from day one to layout a strategy for financial success.  
No one else can do this for you.  The one saving grace is that it is 
never too late to start.  If you have reached that age where you are 
closer to your “use before date, than your born on date”, or even a 
young doctor or midcareer doctor who has an entrepreneurial bent, we 
have the number one wealth building strategy to share with you:  
Ways to remove equity from your practice, while producing more and 
lowering your overhead to insure a comfortable retirement at any age.    
You cannot discount a life with “choices”.  A secure financial future 
is the best choice you can provide for you and your family.   

• Production of $2,500/new patient.  (National average is $1,100/new 
patient)  Just divide the monthly production by the number of new 
patients and this will give you a ratio of production per new patient, 
not production on each new patient.  The $2,500 per new patient is a 
lofty goal for a great general practice, but is doable.  Production over 
$2,500/new patient puts you in the realm of a boutique practice.  
Along with a fee analysis, we can help all our clients see how a failure 
to do a certain type or number of procedures indicate a lack of 
planning.  We can help you restructure your fees and treatment 
modalities to maximize your demographics to create a lower overhead 
and increased production without more staff, facility or stress. 

• 90% case acceptance.  The “monkey score” is a case acceptance of 
67%.  The number one reason people do not have dental work done is 
that they were never told what they needed to do.  Just tell them what 
they need and statistically 67% will say yes.  Add in consumerism, 
and the scripts that Summit clients are given and it will always go up.   
This should give you a place to start.  Take your current P&L 
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statement and arrange it to fit the overhead items as listed above.  
Give us a call if you have a problem.  Take a look at each of the 
benchmarks and compare where you are to where you want to go.  
Take these goals and set a path for the next 12 months to improve in 
every category.  It is no longer possible to just get by.  We must set 
challenging goals and begin to run our practices like a business.  
Make the difficult decisions about staffing and when and how to 
work.  Pay the price and take the prize.  This exercise in comparing 
where you are now to where you want to go will need to be shared 
with the staff.  

 As you begin to interview potential trial partners, you should 
have a firm grasp on all the numbers.  This will impress the young 
doctor and put you in the driver’s seat during negotiations.  You must 
take steps today to put your practice in line with the guidelines we 
have provided on overhead and benchmarks.  In almost all cases, I 
recommend you consider investing in a few months of coaching prior 
to, and during the first few months of bringing in a trial partner.  It 
positions you as a proactive employer who has a vested interest in 
giving these young doctors the start they deserve.  Another reason to 
consider coaching is that at some point (6-12 months) your trial 
partner must be producing at least $40,000-50,000/month.   Think of it 
this way.  If you want them to buy in and the investment is say 
$250,000 from a loan carried by you or a bank, they must be making 
enough to service the debt.  If they were producing $40,000/month in 
a practice with a 50% overhead (the national average is approaching 
the mid-70%), then half, or $20,000, would be consumed in expenses.  
That leaves $20,000 for which they will owe about $8,000 in taxes 
leaving $12,000.  Pay a school debt of $2,500 per month, pay you or 
the bank around $4,000-$5,000 a month for the loan and now there is 
$4,500 left to pay all of their personal expenses.  This just barely 
works.  If your office overhead is not striving toward a 60% or lower 
overhead, you will find it difficult for the trial partner to produce at a 



39 
 

level that would allow them to service the debt associated with a buy-
in or buy-out.   It is always great to think about what you will make in 
selling a portion of your practice, but you need to consider how you 
are going to be able to help your young doctor produce at or above 
$50,000/month.  Consider that they may have to produce more than 
you do monthly just to be able to service the note.  This can be very 
sobering. 

	  

Until they become partner-owners, most healthcare 
professionals have an employment relationship with their 
organization. When it’s time to negotiate or renegotiate an 
employment contract, there are critical issues that must be understood 
and settled. A professional’s contentment and career success will 
depend on it. 

A written employment agreement is a binding contract that 
supersedes all prior oral assurances. The goal is to make sure each 
healthcare professional understands and is comfortable with every 
contract provision. Here are 12 common provisions that should be 
included in your practice’s contracts and some tips on what to expect 
from each one: 

1. Contract term. Contracts should extend for a fixed period of 
years, typically two or three. At the end of that period, the contract 
will either automatically renew or expire, which will require 
renegotiation. 

2. Conditions of termination. A balanced contract allows either 
party to terminate it “without cause” upon advance notice, 
typically one or two months. In addition, the practice will want to 
be able to terminate “for cause” in cases such as a physician’s loss 
of medical license, failure to obtain hospital privileges or 
debarment from Medicare. 
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3. Description of responsibilities. The dentist’s professional and 
administrative duties should be described in reasonable, specialty-
specific detail, avoiding phrases such as “perform usual duties of a 
dentist.” Include the professional’s typical schedule, where he or 
she will work, and call expectations. 

4. Compensation. This provision explains whether the dentist will be 
compensated by a guaranteed salary, on the basis of productivity 
(or other criteria), or a combination of both. Your CPA can help 
you develop a formula for the productivity calculation. 

5. Employee benefits. Along with providing details on 
compensation, the contract should describe any benefits offered by 
the practice, such as health care coverage, retirement plans, profit 
sharing, vacation, long-term care, disability income and personal 
leave. 

6. Relocation loans. The practice may choose to loan funds to cover 
any relocation expenses. Make sure the contract outlines the 
purpose of the loan, its terms and interest, and 
repayment/forgiveness conditions. 

7. Reimbursement of practice expenses. Practices generally pay for 
practice expenses, such as license fees, professional dues, and 
CME and travel costs. 

8. Malpractice insurance. The contract should discuss malpractice 
insurance coverage for the dentist’s acts while with the practice 
(which normally pays the premiums). It also should indicate who 
will pay for malpractice “prior acts” or “tail” coverage after the 
dentist leaves. 

9. Potential practice buy-in. If the dentist is likely to become a 
practice partner, make sure you summarize the terms of this “buy-
in” transaction, such as how soon it might occur, prerequisites for 
exercising the option and the buy-in price. 

10. Restrictive covenants. It’s common to restrict a healthcare 
professional’s ability to compete with the practice after he or she 
leaves. Restrictions typically include the geographic area, time 



41 
 

period and range of activities. Their negotiating goal is to keep the 
area, period and range of activities for noncompetition as minimal 
as possible. 

11. Ownership of patient records. Law usually holds that patient 
records remain the property of the practice. The dentist should 
negotiate reasonable access to the records in the event of a 
malpractice action or a credentials committee investigation. 

12. Employee handbooks, policy books, codes of conduct/ethics, 
standards of care. When evaluating the contract, the healthcare 
professional should have access to documents detailing policies 
and procedures. 
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Chapter Five 

Documentation that you will need before the doctor search begins 
 
 This roadmap is being presented in a time-line fashion.  We will discuss the 

philosophy, tasks, and documentation in the order that you would need to 
implement them.  Before the actual search begins, there are a couple of documents 
that should be in place.   

NOTE:   
     It should also be noted that in the case of son or daughter junior 

arrangements where a senior doctor may want to actually give the practice to the 
son or daughter, some agreement should still be executed.  From the senior’s 
standpoint the issue of minimizing the gift tax could be of particular importance 
and, from the junior’s standpoint, the contractual assurance of becoming the 
owner of the practice would be of importance.  In the case of a son-in-law or 
daughter-in-law becoming the owner, the consequences of a possible divorce of the 
junior should of course also be considered.  Another consideration is that, without 
paying for a practice, a junior may have little sense of its worth and perhaps 
abandon it.  It is my recommendation that you structure the transition or sale just 
as if the junior doctor was not a family member.  Keep in mind the investment 
you’ve made in time and perseverance.  This transition with a family member is 
your opportunity to create a legacy of hard work and value with your son or 
daughter.  This could be one of those important life decisions that will help them 
grow into adulthood.  A gift may be the most expensive thing you ever give them:  
Especially if it fails to create the proper appreciation for building and running a 
successful business.  In the event of a death or disability with no documented 
transition in place, your state has a plan for your practice transfer.  It will include 
gift or inheritance tax of over 50%.  Let them buy your most important asset.  This 
is the price of becoming the person you always hoped they would be. 
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1.  Non-Disclosure Agreement: 

     During the interview process, there are a few things that will need some 
attention.  Each party is trying to find out more about the other one.  This will 
require the exchange of documentation:  Tax returns, P&L statements, school 
rankings and grades, and most important, a complete background check.  Prior to 
any exchange of information, both parties will need to sign a “Non-Disclosure 
Agreement”.  This just requires both parties to treat all information in such a way 
as to be confidential and you both agree not to share this information with anyone 
but your lawyer or CPA.  I have included a sample for you to use of a Non-
Disclosure Agreement below.  With a name, address, banking information, dental 
license number, and social security number, you can go online and for a small fee 
obtain an impressive financial and criminal background check.  I can recommend 
www.castlebranch.com as a source for any type of background check you need.   
In addition, you will need to contact the State that they have practiced in and make 
sure there is no pending or past action against your candidate.  If you are the young 
doctor looking for employment you should also do a background check on the 
senior doctor. 
 

 STATEMENT OF CONFIDENTIALITY AND NON-DISCLOSURE 
 

By and Between 
 

Buying Doctor and any Selling Doctor. 
 

Both Selling Doctor (Seller) and Buying Doctor (Buyer) (Buyer and Seller together represent 
“Parties”) each acknowledge that Seller shall furnish Buyer with confidential information 
relating to the business affairs and operations of the practice currently owned by any selling 
doctor. 

 
Buyer agrees that the information and documents disclosed to him/her are private in nature 

and shall remain confidential.  Buyer further agrees that the disclosure of any information or 
documentation with respect to Seller’s practice would cause irreparable harm and damage to 
Seller’s practice and agrees that he/she will not disclose to any person, firm or corporation any 
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information or documents, which the undersigned shall require regarding the practice, except for 
his attorney, accountant, or advisor, without the express written consent of Seller. 

 
Buyer agrees not to contact in any way any employees, vendors or other affiliate of Seller’s 

practice without first obtaining express permission from Seller.  Buyer also agrees not to divulge 
to any employees, vendors or other affiliate that Seller’s practice is for sale. 

 
Facsimile transmissions:  Both parties agree that facsimile transmitted documents and the 

signatures thereon shall be considered as binding. 
 
 
             
Dr.         (Signature)  Selling Dentist         (Signature) 
 
 
             
Dr.      (Print)  Selling Dentist          (Print) 
 
 
             
Date  

 
 
2.   Triple Net Lease 

            
 During the exchange of documents and information about your practice, all 

the overhead costs will come to light.  We have discussed the benchmarks that you 
should shoot for, but there is one strategy that you should consider.  If you own 
your own building, there are certain tax strategies that would benefit the owner by 
leasing the building to the practice.  Many of you already do this.  Do you 
remember the two questions I always ask clients?  How much is enough and how 
long do you want to practice?  With this in mind, consider redoing the lease to 
reflect a payoff of all practice building debt within that time frame or no longer 
than 10 years, whichever is shorter.  In this way, we will accelerate debt payment 
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while increasing your equity in the building.  It is sort of a forced savings plan to 
increase your net worth.  Because you are not selling any portion of the building, 
you will benefit from having the new partnership pay this lease payment.  Long 
term, we will create an income bucket or passive income by you being able to keep 
100% of the lease payment after the debt is retired.  To take advantage of this 
strategy, we need to go ahead and create a triple net lease agreement.  The reason 
we are making it a triple net lease is that all repairs, maintenance and taxes are paid 
by the practice, not by the owner.  This will go a long way in helping you toward 
your goal of rapid debt reduction and minimizing the expense of upkeep of the 
building from an owner’s perspective. 
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Chapter Six 
 

Choice of Business Structure 
 

     If you are not currently incorporated, you may want to consult with your 
attorney and CPA to discuss the asset protection and tax consequences of the 
structure of you final partnership. Included is an in brief discussion of each type of 
entity and our recommendation for your practice structure.   Inherent with your 
business structure is also a concern for asset protection.  With more providers and 
staff, you are being exposed to greater risk of litigation.  (Asset protection is 
covered in greater detail in Chapter 17 by attorney Douglas Lodmell.)  If you do 
decide to create a corporate structure, you would do well to go ahead and start the 
process so that it is in place and functioning prior to having the young doctor start.  
One important element to any incorporation is that to take advantage of the 
protection and legal structure of your corporation, you must have a documented 
and signed employment agreement.  Failure to do so puts you at odds with the IRS, 
creates a liability in contractual challenges, and brings into question the very 
validity of your corporation.  You cannot leave this out. 

 
C-Corporation  

 
 The typical discussion we have with clients about a C-Corp is that no one 

wants to use a C-Corp because everyone wants to avoid a corporate tax each 
year.  A C-Corp is not a “pass through” entity, meaning that any income left in 
the company’s bank account at the end of the year is taxed at the corporate tax 
rate (currently 35% per year for professionals).   If a corporate tax is paid and 
then the money is distributed to the owners, the owners also pay ordinary 
income tax on the money coming out of the C-Corp no matter if the income is 
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dividend income or W-2 income; and that will give you the classic double tax 
that everyone wants to avoid.  I actually did this a few years back.  I left money 
in the business account past the end of my accounting year and later took it as a 
bonus.  I was taxed twice.  Great lesson:  Very expensive. 

  
 The issue of a double tax in most businesses in our minds is a non-issue 

(unless the CPA and client are asleep at the corporate wheel).   Every medium 
to small business owner takes every dollar out of the corporate bank account 
and pays it to him/herself at the end of each year in the form of W-2 income 
(which avoids the corporate tax). 

  
  

S-Corporation  
 
 An S-Corp is a “pass-through” entity.  Pass-through means that income in 

the company will pass through to the owners each year no matter if it is left in 
the corporate bank account or not.  Unlike a C-Corp, if money is in the 
corporate bank account at the corporate year-end (typically December 31), the 
owners of an S-Corp will be seen as having taken the income out of the 
company and will be taxed on that money in the year it was earned.   

  
 An example we see quite often (and do not think makes much sense) is 

when business owners get year-end bonus checks but do not receive them until 
the second or third week of January.   We have talked to many clients who 
thought that because a bonus check is issued in January, the income would be 
taxed in the year the check was issued.  That is not correct; the income is 
taxable in the year it was earned (the year the money hit the corporate bank 
account regardless of when the money was distributed out as income to the 
client(s)).    Because the company is an S-Corp, the money can stay in the 
corporation and not incur the corporate tax that would be incurred if the 
corporation were a C-Corp (although the money will be taxed in the year 
received at the personal income tax rate of the owner(s)). 
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 Pros to an S-Corp  
 
 The main benefit to an S-Corp is the ability of its owners to take partner 

distributions.   If your company is an S-Corporation, you have the ability to take 
upwards of 40% of your income as a partner distribution (the number ranges 
from 10-40% depending on what your CPA advises).  Why would an owner 
want to take a partner distribution?  To minimize taxes.  How? 

 
 When a corporation gives partner distributions, the partners receiving that 

income will avoid paying 1.45% in Medicare taxes AND the corporation will 
avoid paying a matching 1.45% in Medicare taxes (a match) for a total savings 
of 2.9% in taxes on the money taken as a partner distribution.     

 
 For example, if an owner makes $500,000 and takes $200,000 of that 

money as a partner distribution, the owner would save $2,900 a year as would 
the corporation (an expense that gets line-item expensed to each owner) for a 
total savings of $5,800 in taxes a year per owner.  If a business owner takes 
partner distributions, the partner then will typically have to pay quarterly 
estimated taxes on that money. 

  
 

 
 
 
Limited Liability Company (LLC)  
 
 An LLC is an entity that is not used very often for professional practices, 

yet is common for non-professional businesses.  An LLC (NOT an S- or C-
Corp) is the main tool you use for asset protection (to help clients protect their 
real estate and brokerage accounts from lawsuits).   Most clients are unaware of 
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the fact that an LLC can be treated as an S- or C-Corp for tax purposes, thereby 
having the same advantages listed previously for S- or C-Corps.    

 
 In some states, if an election is not made to treat the LLC as an S- or C-

Corp for tax purposes, the LLC will be treated like a partnership, but with all 
the asset protection features that accompany an LLC. 

  
Professional Corporation (P.C.)  
 
 P.C.s function similar to LLCs except only professionals like physicians, 

attorneys, and CPAs can form P.C.s (in Texas P.A.s are used instead of P.C.s).  
A P.C. can and will be treated as either an S- or C-Corp or a partnership for tax 
purposes, again taking advantage of the issues listed above.   

  
Partnership or Sole Proprietorship (SP)  
 
 We do not recommend either of these two entities for any business.  

While it is true that a corporation does not protect professionals individually 
from malpractice suits, a corporation (which neither a partnership nor SP is) 
does protect the owner in other kinds of lawsuits that would typically be filed 
against a corporation by your local personal injury attorney, which are usually 
slip and fall cases.  

  
 There is not one reason to remain a partnership or an SP. 
  
 As far as taxes are concerned, the total amount of taxes paid in a sole 

proprietorship is equal to what in total is paid by an owner in a C-Corp (only in 
regards to payroll taxes).  This is yet another reason to have your business 
treated as an S-Corp. 
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Recommendation  
 

 Most local advisors do not give recommendations that make sense to 
clients when it comes to picking a corporate entity.  Our recommendation is 
very simple—if a client wants to take a 100% deduction to pay for long-term 
care insurance, then the practice should be a C-Corp.  If not, then an S-
Corporation or, an LLC or P.C. treated like an S-Corp will allow business 
owners to take partner distributions and lessen their Medicare taxes. 

 
NOTE OF CAUTION: 

 Be aware that you have corporate and personal liability when it comes to 
your business’s qualified pension plan.   If you are a trustee, that liability is 
personal and cannot be delegated.  If you are worried about this type of 
liability, we would suggest that you seriously look to make sure your pension 
plan is set up as technically sound as possible from an investment standpoint.  

 
Limited Liability Companies (LLCs), Family Limited Liability 

Companies (FLLCs) and Family Limited Partnerships (FLPs)  
 
What Is an LLC and How Does it Function? 
 
 LLCs were first introduced in 1976 and have increased steadily with their 

popularity each year since their introduction.  FLPs had been around for years 
prior to the LLC and were the traditional workhorse of asset protection and 
estate planning experts. But the FLP had limited applicability to a traditional 
business, which most of the time did not involve family members or friends, 
and left the general partner of the FLP liable for all debts and liabilities of the 
partnership. 

 
 LLCs were designed to bring together a single business organization with 

the best features of the pass-through income tax treatment of a partnership and 
the limited liability of owners in a corporation.   
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 From a corporate operations standpoint, an LLC functions similarly to an 

S- or C-Corp in many ways. 
 
 Differences between LLCs and S- or C- Corporations 
 
 1) Unlike an S- or C-Corp, instead of issuing “stock” (and stock 

certificates) to the owners, each owner simply owns a percent (%) interest in the 
LLC.   

 
 2) For tax purposes, an LLC can be treated like a sole proprietorship, 

partnership, S-, or C-Corp.  The creator(s) of an LLC make an election of how 
they would like the LLC treated from a tax standpoint.  If an election is not 
made, a default tax status will be taken by the state, which differs from state to 
state. 

 
 3) Non-uniform income distributions.  In an LLC, the members can vote 

to divide up the income differently than by member interest.  In an S- or C-
Corp, the income “distributed” (which is different than W-2 income of the 
employees) must be distributed in a pro-rata manner by the amount of stock 
everyone owns.  So, if you owned 25% of the stock in an S- or C-Corp, you 
must get 25% of any distributions.  In an LLC, the parties can vote to divide up 
the distributions any way they see fit.   

 
 There is minimal applicability to many companies when talking about 

different distributions.  However, in a consulting company where one member’s 
worth to the LLC is significantly higher than the others, the members can vote 
to distribute to that key member more in the way of distributions than his/her 
member interest would call for on a percentage basis. 
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Similarities between LLCs and S- or C-Corporations  
 
 LLCs are treated the same from a corporate liability standpoint as S- or 

C-Corps in that professionals providing professional services still have 
personal liability when giving advice. LLCs also provide the standard 
corporate protection to shareholders and directors for negligence actions against 
the LLC itself.  

 
Corporations (not Limited Liability Companies or Professional Companies) 
 
 General information about formation and structure  
 
 - Corporations are a legal entity formed under state laws. 
 
 - Corporations are owned by shareholders.  
  
 - Shareholders elect a board of directors, which is responsible for 

overall management, and hires corporate officers to run daily operations 
of the corporation.  A corporation can have as few as one shareholder 
who can elect himself to the board and can run the daily operations of the 
corporation:  A corporation can be either an S- or C-Corp. 

 
Partnership 

A partnership is the absolute worst entity you could possibly be involved with 
from an asset protection standpoint.  With a partnership, you get all the headaches and 
personal liability of a sole proprietorship with the additional twist of having a partner 
who can cause you even more liability. 

Definition:  A partnership exists when two or more people run a business 
together that is not a “corporation” (like S- or C-Corp or LLC or P.C.). 
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Consequences of being a Partnership 
 
Every partner is liable for all the actions and debts of the other partners (as it 

relates to the business).   
 
 A few examples are the best way to illustrate the problem. 
 

1) If one partner signs for a loan on behalf of the business and 
takes the money and blows it on a trip or drugs or whatever, the 
debt becomes the debt of the partnership (and, therefore, ALL the 
partners are personally liable for the debt).   

 
2) If one partner sexually harasses an employee and the business 

gets sued for sexual harassment, the suit is against the partnership in 
which both partners have membership. 

 
Sole Proprietorships 

 
 Sole proprietorships are the second worst way to own or run a 

business, behind a partnership.   
Basically, a sole proprietorship exists when an individual operates a 

business without filing to have that business recognized as a legal corporate 
entity (like an S- or C-Corp or a limited liability company or professional 
company).   

With a sole proprietorship, there are no barriers between the business and 
the individual running/owning the business.  Why is this bad?  If a sole 
proprietor, acting on behalf of his business, commits negligence in his duties for 
the business that causes injury to a third person, the sole proprietor is 
personally liable for any and all injuries to that third person. 

If the business puts out a product and the product malfunctions, thereby 
causing injury to some third party, the sole proprietor is personally liable for 
that injury. 
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 If an employee of the business harms a third person when acting within 
the scope of his/her employment, the sole proprietor is personally liable for the 
injury. 

If someone is harmed on the business premises (say for a slip and fall 
injury), the sole proprietor is personally liable for the injury. 
 

I hope this helps shed some light on types of business models.  In my 
practice, we found that the S-Corp met most of my needs from asset protection, tax 
balance, and partnership structure.  In the discussion of types of sales, I will spend 
more time on the S-Corp entity due to my favorable experience in its use. 
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Chapter Seven 
 

The Doctor Search: Finding the Doctor for a Trial Partnership or Sale 
 

 Now that the office is running smoothly, the overhead is under control, and 
the staff is involved in the decision-making, you are ready for your trial partner.  
Where do we find them?  I will give you a list but let’s identify what we are 
looking for.  I would have to say that out of a class of 100 seniors (3800 graduates 
every year), there are only about 10% who will make the grade for a good 
prospect.  You remember dental school and how few of the students really had any 
business sense or sufficient clinical competence to graduate and begin to practice.  
I would also look at graduates that have had other careers and therefore are older as 
a good prospect.  They know what it takes to run a business.  By far the most 
important trait will be their people skills.  We’ll spend more time on this latter.  
Just realize that because they fog a mirror when placed under their noses, does not 
mean they are good prospects.  Most of the doctors you will interview will not be 
worth the time. 

• State Dental Associations or Physician Seeker Listings.  For a fee you can 
have your opportunity listed in their national database and publications.  
Any ad that you write needs to make mention of the ownership opportunity. 

• Ads in Dental Publications.  State publications as well as the American 
Dental Students Association publication work well and are inexpensive.  The 
way the ad is written is more important than what you are selling.  Take the 
time to write, re-write and review anything you send out. 

Sample of ad: 
Growing practice in Muleshoe, Texas.  $1,500,000 gross with 53% 

overhead.  Beautiful, modern office in great location seeking a people 
oriented practitioner.  Owner financed.  Immediate opening for partner. 
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• Dental Schools:  Most schools have electronic bulletin boards that allow 
you to post your ad.  I would also look at post-graduate programs in General 
Practice.  There is no fee for this and you would be wise to write the 
opportunity by keeping in mind what a young doctor is concerned about.  Be 
sure and mention the pluses of your practice, staff, and community, the 
amount of compensation for the first year, the fact that a partnership is 
available, and the fact that you are a growing great practice with lots of 
patients. 

• Dental supply reps:  These folks know a lot of associates that are not happy 
where they are and want a change.  This is great because they have some 
experience and can tell you what they did not like in the previous office.  
They will also be excited about the possibility for ownership in your office.  
Because most offices don’t even have a contract with their associates, they 
could even bring some patients with them.  The best way to do this is to 
offer a “bounty” of $500-$1000 for anyone you hire.  Make it worth their 
time to really look and push candidates your way. 

• Large corporate practices:  These are great places to troll for a trial 
partner.  They have been so disenfranchised; they will think you walk on 
water.  They have been cutting preps with the same bur from day one, never 
had the same assistant, and work 12 hours a day.  Just walk in and grab all of 
the doctor’s business cards and send them a letter. 

• Consider a local dentist who is tired of trying to manage his/her own 
practice:  This will work sometimes.  This would not be my first choice but 
it is worth considering.  Oftentimes dentistry, and especially the business 
end of it, does not play to the strengths of an otherwise great clinical doctor.  
Your expertise will complement their lack of interest in the business end of 
things.  Just remember that small, poorly producing practices are not 
successful for a reason.  It may be something that you do not want to 
become a party to.  Perform due diligence and use the background check to 
be sure that there is nothing waiting to bite you. 

• Consultants:  Often time management consultants have doctors calling them 
for advice or information on a particular area.  Offer to pay them something 
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for any leads.  The good thing about a consultant is that they are interested in 
both the seller and buyer.  You will probably get a more balanced approach 
to the transition.  They will be interested not just in the money from a sale, 
but the lifetime benefit of helping both sides with a successful transition. 

• Practice Broker:  Again, I would not go here first.  They are going to 
charge you a 10% fee to do the transition.  You can do anything they do, and 
do it better for less.  This would be the last resort.  Brokers will simply “list” 
a practice, advertise the practice, and attempt to locate someone willing to 
buy the practice.  Money is the driving force of the deal.  If a buyer displays 
an ability to pay for the practice or obtain financing, then that is the right 
buyer for the deal.  Practice sales, not suitability, are a broker’s primary 
concern.  Brokers represent only the interest of the seller, and typically care 
nothing about the purchaser.  

• “Money-Under-Management” Companies:  Without mentioning names, 
these are the guys who are helping you invest your hard earned money.  
They do a good job of this, but when it comes to sales and transitions, their 
integrity and attention is for sale.  It is common practice for them to charge 
at least 10% of the sales price to supply basic form contracts.  They also will 
suggest financial institutions and even broker your insurance (life and 
disability) for your buy/sell agreements.  What they do not tell you is that 
they receive a 2-3% marketing fee from the bank for the loan initiation, 
upwards of 50% of the commissions on the insurance policies, and write the 
contracts to be overly generous to the young doctor.  I assume they figure 
this is the new kid on the block, and a potential new lifetime money-under-
management client.  Additionally, they will want all of the sales proceeds in 
order to manage this fund for your retirement.  I had a client who had 
already started down this road.  I asked him to just straight out ask about the 
commission and banking/insurance kickbacks.  They dropped him as a client 
and would not return his phone calls. Keep your eyes open, and your hand 
on your wallet.  When asked by a dentist if his investment councilor from 
one of the top 2 firms that specialize in managing money for dentists was 
lying to him, I said “Were his lips moving?”  The only thing they are 
interested in is the money.  I guess the only good thing about them is that 
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you know how they will approach every transaction:  From a profit 
perspective.  This is not always bad, but I would be careful in the selection 
of mentors in the sale of a practice. 

• Doctor headhunters:  These are people who go thru hundreds of applicants 
to meet your criteria.  They generally don’t require an up-front fee, but do 
charge anywhere from $3,000-$8,000 or more for a successful placement.  
You should consider this because you have nothing to lose if they do not 
find the right person.  Do keep in mind that many of the applicants from this 
source will be foreign students where English may be a second or third 
language.  This may or may not have an effect on their integration into your 
practice, but be aware that it may take many candidates to find the right 
doctor to invite into your practice. 

•  Direct Mail:  This has worked great for us.  Any dentist can be tracked and 
categorized by age and location.  These lists are often available thru your 
state dental boards.  They charge a small fee but you are given the address 
where their license is renewed and many young doctors working as 
associates use their home address as opposed to the address of the office 
they happen to be working at.  As a demographic, I would want a group of 
doctors who have been out of school from 1-5 years.  This should get most 
of the good prospects.  The second thing you will need to do is craft a letter 
to send (samples to follow).  The letter should be sent in a plain envelope 
with the recipient name and address and the return address hand written.  I 
would also include “Address Correction Requested” just under where the 
stamp goes.  This will insure that if this is not a good address, the Post 
Office will return it to you with the correct address noted so that you can 
follow up.  People open their mail over the round file.  We want to get their 
attention and have them actually read the letter.  The first sentence and also a 
PS will always be looked at.  In addition to the letter I always included a 
page of photos of our office.  It just puts a picture to your words. 
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Sample Letter to Junior Doctors: 
 
Dear Dr. Junior: 

Imagine owning your own practice and partnering with a senior doctor who has a 
multi-million dollar track record.  We will mentor you, carry the note so you do not have 
to come up with financing, and partner with you to insure your practice success.   

 For the last 30 years, we have built a super successful practice in “Any-town”, 
Texas.  Our office emphasizes comprehensive general family dentistry with almost every 
cosmetic, restorative, and surgical procedure done in office.  We have recently begun the 
building of a new facility that will triple the square footage on about 1 acre and improve 
our location, visibility, expanded hours, and efficiency.    We are currently looking for the 
right doctor to join us in taking our practice to the next level.     

 “Any-Town” has all the advantages of a small town living, with none of the 
negatives of larger cities:  Unlimited growth potential, low overhead and cost of living, 
great schools, and safe neighborhoods.  We’re looking for a young doctor who loves 
dentistry and people.  We have hundreds of dedicated patients and a well trained team 
ready to help you join one of the most successful practices in Texas. 

 If you are ready to own your own practice and become part of our Team, give me 
a call at 123-456-7890, or email me at xyz@yahoo.com and let’s explore how I can help 
bring you to “Any-Town”. 

 
Sincerely, 

 
Really G. Dentist, DDS 
 
P.S.  If you have a classmate, or friend that might be interested in this great 

opportunity, pass this letter along and have them contact me. We look forward to 
speaking with you. 

 
NOTE:  In addition to the letter, I always included a page with 

photographs of the office.  I just laid out 7-8 photos and copied them on to 
regular paper:  Just a collage of what the practice looks like.  From a 
scientific point of view the photos with the hook of ownership activates both 
sides of their brain.  This will guarantee a 46% better response on your 
outreach.  We always hand address the envelope, put address correction 
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requested under where the stamp goes to insure return with a good address, 
and we try to make the envelope lumpy (put a magnet, piece of candy, or 
something to peak their curiosity). 

 
At some point you will begin taking responses in the form of emails, 

phone calls and letters.  Each candidate will be sending resumes and 
curricula vitae along with inquiries for the next step.  I always like to 
organize my information on each candidate in a Prospect Profile 
Information file.  It contains the following information: 

 
 

Prospect Profile Information Sheet: 
• Name 

• Address 

• Contact information:  Phones and email 

• Education 

• Monetary needs 

• Practice experience 

• Job history:  This would include dental and non-dental work.   

• Personal data references 

• Special interests 

• Family details 

• During the interview process be sure and take a photo.   This always 
helped the staff and me to keep applicants straight. 
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When looking at applicants it is important to understand that a serious buyer 
is one who is ready to follow through.  Many recent graduates are justifiably 
fearful of striking out on their own.  They want their own practice but don’t really 
have the administrative, let alone the technical skills, required.  A serious buyer 
also needs the financial resources to follow through.  A young professional with 
large school debts is not a good financial risk unless they have financial backing.  
For the doctors looking at walking away, I would never carry the note.  For those 
who are looking for a partner and are willing to stay around for the duration, 
carrying the note can be the perfect solution.  It is normal to see school debt in the 
range of $250,000-$400,000. 
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Chapter Eight 

Processing the Applicants 
  
The First Interview: 
 This is most often over the phone.  This should be mostly a social call to 

confirm or ask for their resume.  Be sure to listen carefully for content and process.  
It is not what they say as much as how they say it.  We are looking for a very social 
personality with enthusiasm and great work ethic:  A whatever it takes attitude 
toward starting a career.  The purpose of the call is to determine whether you want 
to go further with them.  Look for tone of voice, cooperation, upbeat, eager, and 
positive.  Close by confirming the need for their curricula vitae, and that you will 
confirm its arrival by email.  Let them know that whether you go further with them 
or not, you will contact them by email or letter to let them know one way or the 
other.  It is not fair to keep a candidate hanging on when you have no intention of 
offering them a job or even a personal interview.  If this person is someone that 
sounds like a possibility, try to set a date for a face-to-face interview at the office. 

 
Sample Interview Questions: 

1. Find out what type of personality they have:  Warm and open 
versus cool and rigid. 

2. Why do they want to buy? 

3. What is their objective? 

4. What is their timetable? 

5. Why would they select this area to buy a practice? 

6. Find out in a very casual way about their family situation. 

7. What is most important about this deal to them? 

8. Have they bought or sold a practice before? 
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9. How did it work out? 

10. Have they tried to sell a practice before, and why did it fall 
through? 

11. What sort of practice are they looking for? 

12. Experience of the buyer in business and dentistry. 

13. Community ties? 

14. Financial needs? 

15. Overall personality compatibility of the buyer/seller. 

 
The Second Interview: 
 This would take place in the office.  Be sure that the interview is done while 

the staff is present in the office.  This removes the chance of any allegations of 
sexual harassment by either party.  Show them around and finally sit down and 
have a short conversation.  This will be done informally.  You want to get to know 
who they are, not what they have done.  Be very careful making any verbal 
commitments.  Verbal commitments can be construed as a verbal contract and are 
binding in a court of law.  This creates remedy for the young doctor if things do 
not work out.  Be sure you engage your brain before opening your mouth.  Never 
talk about compensation here.  If asked just say:  “If everything else works out, 
don’t you think we could work out an equitable compensation rate”?  Take a photo.   

Examples of questions: 
• Tell me about what is important to you.  (Value Situation Question) 

• What has to happen for you to feel ______________________? (Evidence 
Procedure Question) 

• Discuss how much would you need to make the 1st year?  (Financial 
Expectation) 

• What type of responsibilities would you expect? 
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Selection Process 
 There should be an overriding attention given to this selection process.  

Everyone interviews well.  It is difficult to always pick a winner.  We have divided 
the process into four areas that will help you keep your focus on what is really 
important. 

1. Values: 

a. Conventional and reliable work ethic 

b. Integrity and honesty 

c. Responsibility for their own actions, decisions, and mistakes 

d. Interest in and concern for the patient’s overall well-being 

2. Interpersonal Style: 

a. Comfortable with communication 

b. Willingness to deal with difficult people 

c. Genuine enjoyment of interacting with people 

d. Easy to get to know 

3. Work Style: 

a. Meticulous in their work 

b. Ability to balance the big picture with the small details 

c. Concentration and persistence 

d. Cooperative and flexible 

e. Willing to be coached 

f. Emotional resilience and positive attitude 
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4. Motivational Factors: 

a. Enthusiastic to grow the practice 

b. Importance of contributing to the bottom line 

c. Enjoys the responsibility of ownership 

 
Most of the qualified candidates that you will encounter are from an 

entirely different generation than you are.  Millennials were born between 
1980 and 2002.  It would be good to review some the generational statistics 
and characteristics that you will face during the search for the ideal Trial 
Partner. 

• Millennial Demographics 

o 70 million or 26% of the US population 

o Ethnically diverse with 1/3 not being Caucasian 

o 1/4 live in single parent homes 

o 3/4 have working mother 

o Heavily influenced by branding and peer groups 

o Family is important:  Money takes a back seat 

• Managing the Millennial Generation 

o You will need to be the Leader 

o They need to be challenged 

o They want to have fun 

o They will need for you to respect them 

o You must be flexible 

o They will want to work with friends 
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• Motivating the Millennial Generation 

o Be highly aware of personal values.   Corporate values and 
personal goals must align 

o Work/Life balance is very important- i.e. flexible work 
environment 

o Constant skill development is essential 

o Multiple work assignments 

 
Staff Interview: 
 This is the most important interview that will be done.  As you know, we at 

Summit promote an attitude of ownership by the staff.  They should have a say and 
vote in who is brought into the practice.  Do this correctly and you up your odds on 
a successful transition.  This interview has two parts.  There needs to be a working 
interview of 3-4 hours where the young doctor meets and greets patients, checks 
hygiene, and even performs some dentistry while being assisted by your staff.  In 
this way you will see how the young candidate reacts with patients and staff.  You 
are not overseeing this part of the interview process.  We want the staff to furnish 
ideas of how this doctor might integrate with your systems and team. 

 The second part of the interview is to have the staff (no senior doctor) take 
the young doctor out after the afternoon of working and have some food and drinks 
at a local restaurant so that they can observe them in a social setting.  You pay for 
the meal and drinks and let the staff get to know them.  Let this take as long as is 
needed.  You should not rush this portion of the interview.  More of the true nature 
of the young doctor comes out when they are relaxed and in a fun environment 
than when just working in the office.  I always found that my staff was far more 
intuitive as to the potential compatibility of the candidate.  We often find that the 
doctor falls into the “halo factor”.  You find someone.  You hit it off, and from that 
point on you tend to overlook small details that might spell disaster down the road.  
Encourage the staff to make the final call, and this will never be a problem. 
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 Optional strategy for integrating the young doctor:  For years I have 
suggested that the senior doctor take a personality profile test and also have the 
prospective doctor take one.  An example might be the Oxford Capacity Test.  
These are standardized tests that rate strengths and weaknesses in various areas of 
your personality.  By comparing the tests, you are able to point out areas of 
potential conflict that might arise in a business relationship.  Knowing these areas 
of conflict gives you the opportunity to confront them with any candidate.  
Remember that you are not looking for a clone of you, but rather someone who 
would compliment your personality and clinical and business skills.   

 There is one more strategy that we advocate in bringing in the new partner 
and creating the best atmosphere to integrate them with your staff and patients.  
Many of you will find this pretty extreme, but I assure you that it will reap 
incredible benefits for you.  Prior to ever beginning work on our patients, we 
require the young doctor to work in every position in the office.  In other words, 
they come in an equal or peer to the staff, not as a “Doctor”.  They would work at 
the front desk until my best front desk person said they know the software, can 
answer the phone properly, ask for money and check patients out, confirm 
appointments, schedule, etc.  They then would work for the insurance/financial 
person until they had that down.  They would clean teeth until my best hygienist 
said they can chart, clean, diagnose, sell, inspire our patients to show up, do the 
treatment, and refer everyone they know.  They would then finish as my assistant 
until they had that down.  The ripple effect of such a strategy insures that they 
understand every system, know where everything is, and while learning this win 
the hearts and minds of the staff.  Following this training, the staff will give the 
candidate the final thumbs up or down.  Regardless of what I think, they have the 
final say.  I have never had a trial partner fail when we followed this protocol.  
What I hear from doctors who have never done this (I might add that they are the 
ones with failed partnerships) is that no young doctor would ever do this.  My 
reply is:  Then you have the wrong candidate.  Taking the time to explain the 
process to the young doctor, helping the staff to see the genius in this strategy, and 
explaining to both the long-term benefits goes a long way to helping them embrace 
this incredible step. 
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Second Personal Interview 
 This should involve your spouse and the spouse of the candidate, if married.  

I would recommend this being done over dinner with the idea of having you and 
your spouse try to find out who they are, what’s important to them, and what they 
have done.  The two of you should also share about yourselves.   It should be a 
time of talking about philosophies and life choices.  Be sure and take your spouse’s 
council.  You should both agree that this is the couple you want.  You will notice I 
did not say doctor.  Like it or not, you will have a better result if you consider that 
you are getting them both.  Every doctor needs the support of his/her spouse.  You 
do not want to go further with someone who has a spouse who does not want to 
move to your location.  They should present themselves as of one mind and excited 
about the opportunity of working with you. 

 
Hiring Interview 
 Call the candidate that you, your spouse, and staff have all agreed to hire.  

Call and say:  “Congratulations, you are the one.  If we can work out all the details 
to our mutual satisfaction is there any reason you wouldn’t want to join us?”  You 
would then have them come in to discuss the benefits, hours, compensation, and 
responsibilities.  As we have already noted, we are not hiring an associate, rather 
we are bringing in a Trial Partner who will be buying-in after a short trial period.  
Next, we need to determine what you can afford to pay the young doctor.  

 
The Compensation Algorithm:  

• Identify the average net collections 

• Determine the average operating expenses 

• Calculate your present overhead % 

• Add the additional fixed costs needed to add a partner:  Marketing, 
equipment, assistant, benefits, and any other additional staff. 

• Add a rate of return of 5-10%.  This is the passive income or profit 
you should make on any associate/trial partner.  Keep in mind that if 
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you pay 30% to the associate with a 70% overhead or higher, you 
have no passive income and in most cases are losing money. 

• Calculate the adjusted overhead. 

• Normal compensation should be around 25-30%.  In our contracts, 
we recommend that you consider the 25% number.  This will make 
them hungry to finish the trial period and make more.  It also makes it 
difficult to get them to buy in if they make a lot more as an 
employee/associate than they will as an owner. 
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Chapter Nine 

The Trial Partnership Agreement 
 

 
Assuming that your offices overhead, systems, and capacity allows for a 

compensation formula that would attract quality potential buyers, you will need to 
present them with a “Trial Partnership Agreement”.  We have included a sample of 
this agreement.  While this agreement has been used successfully to employee 
many trial partners, we are not attorneys, and as such are not offering this as a final 
contract.  You must consult with your own attorney and CPA to draft the final 
contract for employment.  This will serve as a road map that covers most of the 
areas of concern.  Every State has different laws that must be considered. 
 
The contents of this book are provided for informational and educational purposes only and are 
not intended to provide legal advice. Please be advised that the appearance of these examples 
does not warrant or guarantee any of the information, some of which is derived from other 
entities and/or third parties.  We are not attorneys; use of and/or reliance upon this information 
is strictly at the sole risk of the user.  The documents provided herein are by way of example 
only, and should be treated as a roadmap for your attorney to review and alter. 
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TRIAL PARTNER AGREEMENT 
 

 
SENIOR DOCTOR NAME  
OR NAME OF PRACTICE 

 
 
 

and 
 
 

________________________, DDS 
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THIS CONTRACT by and between YOUR OFFICE NAME, a YOUR CORPORATE 
ENTITY, YOUR OFFICE ADDRESS (the “Employer”), and ____________________(the 
“Trial Partner”), a dentist residing at ___________________. 

 
BACKGROUND 

A. The Employer has established a dental practice (the “Practice”) located at YOUR 
OFFICE ADDRESS. 

B. The parties intend this Agreement to set forth their respective rights and 
obligations with respect to the engagement of the Trial Partner by the Employer. 

NOW THEREFORE, IN CONSIDERATION of the premises and of the covenants, 
representations, warranties and conditions herein, the parties hereto agree as follows: 

ARTICLE I: TRIAL PARTNER RELATIONSHIP 
1.1. Engagement; Services.  The Employer agrees to engage the Trial Partner as an 

employee of the Employer for the purpose of providing general dentistry services to 
patients of the Employer, and the Trial Partner hereby accepts such engagement. 

1.2. Status.  The parties agree that an employer/employee relationship is created by this 
Agreement for the purposes of providing dental services for patients of the Employer and 
nothing herein shall constitute or be construed to be, or create a partnership, joint venture, 
merger or other similar relationship.  The Trial Partner shall have no authority to make 
statements, representations or commitments of any kind, or to take actions, which shall be 
binding upon the Employer except as provided herein or as authorized in writing by the 
Employer.  Except as provided in this Agreement or otherwise required by law, the Trial 
Partner shall be responsible for payment of all levies, assessments and payments required 
to be made in respect of his/her employment as a Trial Partner including, without 
limitation, all income taxes, licensing and insurance fees (including disability insurance), 
and any other fees, costs, and expenses relating to the Trial Partner’s practice of dentistry. 

1.3. Licenses of the Trial Partner.  The Trial Partner hereby represents and warrants to the 
Employer that Trial Partner is duly qualified and holds all licenses, certificates, 
memberships, and other approvals necessary to engage in the practice of dentistry at the 
Practice and that Trial Partner will at all times continue to maintain all such licenses, 
certificates, memberships, at his/her sole expense and will upon request, provide proof 
satisfactory to the Employer of such status. 

ARTICLE II: TERM OF CONTRACT AND TIME COMMITMENT 
2.1. Term.  The term of this Agreement (the “Term”) shall commence on or about 

__________________________(the “Commencement Date”) and shall continue for a 
____________until terminated in accordance with the provisions of ARTICLE VI below.  
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2.2. Practice Time Commitments.  The Trial Partner shall provide general dental services at 
the Practice for an average of thirty-seven (37) hours per week.  The current hours of the 
Trial Partner at the Practice are available, but not limited to: 

Monday 8:00 a.m. to 5:00 p.m.  
Tuesday 8:00 a.m. to 5:00 p.m. 
Wednesday 8:00 a.m. to 5:00 p.m.  
Thursday 8:00 a.m. to 5:00 p.m. 
Friday 8:00 a.m. to 5:00 p.m. 
Saturday 8:00 a.m. to 2:00 p.m. 
 

Employer may extend the current Trial Partner practice hours on certain days as needed 
by the Practice following consultation with Trial Partner. Emergency coverage will be 
mutually shared and a schedule will be provided by the Employer.  

2.3. During the Term, the Trial Partner agrees to devote his/her sufficient time to fulfill Trial 
Partner’s duties under this Agreement to the Employer’s practice and agrees during the 
term of this agreement not to provide dental services at any other location within the 
covenant area as contained in Section 8.1 below, provided, however, that Trial Partner 
may participate with prior approval of Employer as a part-time faculty member at an area 
hospital teaching program or other educational institution. 

2.4. Except for as provided herein, the power to supervise and/or limit the duties to be 
performed by the Trial Partner, the manner of performance and the time for performance 
shall be vested in the Employer provided, however, that the Employer shall not impose 
employment duties or constraints of any nature which would require the Trial Partner to 
infringe any applicable law or rule governing the dental profession. 

 
ARTICLE III: REMUNERATION AND EXPENSES 

3.1. Definitions.  For the purposes of this Article, the term “Net Production” means all 
clinical production generated by the Trial Partner in connection with professional 
services rendered by the Trial Partner at the Practice less any discounts for insurance 
adjustments, senior citizen discounts, cash discounts, etc.  The term “Net Production” 
shall not include fees for services performed by any hygienists, including without 
limitation, study models, oral hygiene instruction, radiographs and other related services. 
Trial Partner will refer such services to the Practice’s hygienist(s) without any 
compensation whatsoever. 

3.2. Payment and Adjustment.  The remuneration payable by the Employer to the Trial 
Partner hereunder shall be paid and adjusted as follows: 

3.2.1. The pay period of the employer is currently biweekly.  Trail Partner will be paid by 
Employer every pay period in accordance with the payroll policies then in effect.  
Employer shall withhold from Trial Partner’s pay all applicable taxes and other 
customary payroll withholding items.  Employer may change the pay period for all 
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employees in the Practice, in which case all amounts due hereunder will be adjusted 
to take into account the new pay period. 

3.2.2. The Employer shall provide a guaranteed salary in the amount of forty-eight and 
00/100 dollars ($48.00) per hour worked to the Trial Partner for sixty days (60) 
following the employment commencement date. 

 
3.3.3. The Trial Partner’s remuneration will be determined as it is related to Trial Partner’s 

Net Production to be calculated as follows: 
  (a) The Trial Partner will be paid at a rate of 25% of his/her Net Production. 
 
3.2.4. Employer may deduct from the compensation of Trial Partner one hundred percent 

(100%) laboratory fees arising from re-work requiring additional laboratory expenses 
performed by the Trial Partner in turn arising from services previously performed by 
Trial Partner.  Trial Partner shall not be compensated for any time incurred by Trial 
Partner for performing such re-work. 

3.2.5. Trial Partner may provide dental services to a spouse, child, parent, parent-in-law, or 
grandparent free of charge and for no consideration (other than payment for the cost 
of all lab fees) without receiving prior authorization from the Employer; provided, 
however, the Trial Partner will not be entitled to any compensation from the 
Employer for discounted dental services provided to family members pursuant to the 
terms of this subsection.  If the Trial Partner requires the use of the services of a 
dental assistant or any other employee, Employer reserves the right to charge to the 
Trial Partner for the value of the services so provided; 

3.3. Fees Received by the Trial Partner.  The Employer shall effect and administer all 
billings of the Trial Partner in the Practice.  All fees that are charged or collected for the 
dental services provided by the Trial Partner shall be the property of the Employer, and if 
received by the Trial Partner directly will be held by his/her in trust for the sole and 
absolute benefit of the Employer and the Trial Partner shall pay to the Employer all 
Professional Fees collected forthwith upon receipt of same.  The Employer is hereby and 
herein irrevocably designated as the Trial Partner’s power of attorney for deposit into the 
Employer’s general account and utilization of any Professional Fees received by the Trial 
Partner.  

3.4. Continuing Education Reimbursement.  The Employer further agrees to provide an 
annual continuing education allowance in an amount of $500 (five hundred dollars) for 
programs considered beneficial to the Trial Partner and the Practice.  Said allowance 
includes all registration fees, travel and lodging expenses. The Employer is required to 
authorize the program or programs the Trial Partner desires to attend.  

3.5. Professional Liability Insurance.  The Employer requires the Trial Partner to provide 
professional liability insurance in an amount to be determined by the Employer while this 
Agreement is in effect, and it is a condition of this Agreement that the Trial Partner shall 
be eligible and duly qualified as an insured under any professional liability insurance 
policy maintained by the Employer during the Term, with the same terms and conditions 
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as the Employer. Upon expiration of any professional liability policy held by Trial 
Partner at the commencement of Trial Partner’s employment with Employer, Trial 
Partner shall be insured under the professional liability policy of Employer.  Upon the 
expiration of the term of this Agreement, or upon the earlier termination of this 
Agreement in accordance with the terms hereof, Trial Partner shall obtain any 
professional liability “tail” coverage for a period of at least two (2) years, or, if longer, 
the period of limitation for professional negligence claims in the State of YOUR STATE, 
to protect the Employer from any claims made after the termination of such employment 
for incidents occurring during the Term. If Trial Partner fails to obtain such coverage, 
Employer may obtain and pay for the coverage and Trial Partner shall reimburse 
Employer for the cost of such coverage. In the event that Employer purchases a tail for 
the Trial Partner and if the Trial Partner elects not to reimburse Employer for said 
coverage, then Employer reserves the right to withhold any draw due in the final 
compensation calculation, upon termination, in an amount no greater than the amount of 
premium due to obtain professional liability “tail” coverage for the period such “tail” 
coverage is to remain in effect.  The parties acknowledge that Employer’s insurance is an 
occurrence-based policy, and as such, may affect the necessity for “tail” coverage herein.   

3.6. Personal Items to be Paid by the Trial Partner.  The Trial Partner agrees to pay for all 
items of a personal nature unless otherwise agreed to by the parties including, without 
limitation, personal stationary, and memberships in professional societies. 

3.7. Vacation, Holiday, and Sick Leave. Trial Partner is entitled to a maximum of two (2) 
workweeks (37 hours) per year of vacation holiday, sick and personal time.  Trial Partner 
shall not be paid during such time off from employment.  Vacation time must be 
approved by Employer at all times and should be requested at least sixty (60) days in 
advance.  Vacation cannot not be taken more than one week at a time 

3.8. Medical.  Employer will provide at Employer’s cost up to a maximum of two hundred 
and 00/100 dollars ($200.00) per month, and with the exception of any contribution to be 
paid by Employee in accordance with the terms of the plan, single employee medical 
coverage to Trial Partner in accordance with the plan. 

3.9. 401K, SIMPLE IRA and/or Pension Benefits.  The Trial Partner will be eligible to 
participate in the Employer’s 401K or other pension plan, if any, in accordance with the 
terms of the plan. 

3.10. Group Life.  Employer shall provide group life insurance to Trial Partner, in accordance 
with and subject to the terms and eligibility of the plan, with death benefits in the amount 
of twenty five thousand and 00/100 dollars ($25,000.00).   

ARTICLE IV: OBLIGATIONS OF THE TRIAL PARTNER 
During the Term, the Trial Partner shall be solely responsible for the manner in which 
Trial Partner performs dental services in the Practice.  The Trial Partner will: 



76 
 

4.1. Provide dental services for the Employer in a diligent, competent and professional 
manner and in compliance with all applicable laws, rules and ethics of the Board of 
Dentistry of the State of YOUR STATE; 

4.2. Comply with all administrative policies and directions of the Employer from time to time 
including without limitation, appropriate dress, maintenance of records, and 
responsibilities for emergency services during and after the Practice’s normal hours of 
operation; 

4.3. Immediately notify the Employer of any potential, threatened or actual inquiry, 
complaint, suit, hearing or investigation by any person or governmental or other authority 
in respect of the Practice or the Trial Partner in his/her capacity as a dentist; 

4.4. Work at the Practice during his scheduled hours except as otherwise contemplated herein, 
or except in the case of incapacity of the Trial Partner by reason of illness or injury or in 
the event of the death of, serious illness of, or injury to a member of the Trial Partner’s 
immediate family; 

4.5. Cooperate fully with any consultant retained by the Employer to enhance the practice and 
participate, as reasonably required and without charge, in all programs, meetings, and 
seminars organized by such consultant or by the Employer; 

4.6. Not discount any fees for dental services barter and dental services provided by the Trial 
Partner to the patients of the Practice without prior discussion with the Employer, with 
the exception of dental services provided by the Trial Partner to certain family members 
as provided in Section 3.2.4 above; 

4.7. Work in the Practice during the Employer’s vacations and other periods when the 
Employer is away from the Practice; 

4.8. Keep complete and accurate records or cause complete and accurate records to be kept 
for all work performed by the Trial Partner.  The copying of such records shall comply 
with Health Insurance Portability and Accountability Act of 1996, Pub. L. No. 104-191, 
110 Stat. 1936 [1996] and all other state, federal or local government regulations relating 
to patient privacy.   

4.9. Comply with annual continuing education requirements as promulgated by the State 
Board of Dentistry and furthermore agrees to attend courses as recommended by 
Employer or by Trial Partner as stipulated in Section 3.4 of this Agreement; 

4.10. Not remove patient records or equipment from the Practice at any time and under any 
circumstances without the consent of the Employer. 

4.11. Assist the Employer in promoting the practice to the community. The Trial Partner 
furthermore agrees to make his best efforts to join community associations and other 
activities as such to promote himself/herself to the community. 
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4.12. Provide hygiene services to a selected number of patients.  These patients will be those 
who are “reactivated” to the practice and are expected to become regular patients of the 
Trial Partner. If Trial Partner’s schedule allows, hygiene appointments may be scheduled 
with Trial Partner to provide a full schedule for Trial Partner. 

4.13. Make use of the services of only those dental laboratories that have previously been 
approved by the Employer. 

 
 ARTICLE V: OBLIGATIONS OF THE EMPLOYER 

5.1. Facilities, Equipment, Supplies and Support. The Employer agrees to provide the Trial 
Partner with all reasonably necessary facilities, equipment, supplies and administrative 
support to allow the Trial Partner to provide general dentistry services at the Practice, 
including: 

5.1.1 The existing office facilities, including all furniture and related leasehold 
improvements; 

5.1.2 Use of an adequate number of equipped operatories during the Term for Trial Partner 
to service his/her patient load, and all dental equipment and dental supplies 
reasonably required for the general treatment of patients at the Practice, provided, 
however, that all special equipment and supplies requested by the Trial Partner which 
the Employer does not wish to utilize must be purchased by the Trial Partner; 

5.1.3 Accounting and bookkeeping services with respect to day-to-day billing and receipts 
as well as weekly and monthly production reports; 

5.1.4 Receptionists’ services for work pertaining to the Practice, when required, including 
telephone support, record retention, and filing; 

5.1.5 To the extent feasible, services of a full-time dental assistant assisting the Trial 
Partner when Trial Partner requires an assistant; and, 

5.1.6 The use of equipment and materials which in the Employer’s reasonable judgment are 
necessary for the Trial Partner’s practice of dentistry. 

5.2. Promoting Services.  The Employer shall promote the Trial Partner as a Trial Partner of 
the Employer to patients of the Practice, but no such promotional activities shall affect 
the relationship between the Employer and the Trial Partner as set forth in Section	  1.2. 

5.3. New Patients.  The Employer will use reasonable efforts to assign the Trial Partner 
patients who are new to the Practice and who have not specifically requested the services 
of the Employer. 
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ARTICLE VI: TERMINATION OF AGREEMENT 
6.1. Termination Without Cause.  The Employer party may terminate this Agreement, with 

or without cause for any reason or no reason whatsoever, at any time during the Term 
upon ten (10) days written notice to the Trial Partner. 

6.2. Termination by Trial Partner for Good Reason.  The Trial Partner may resign from 
his/her employment on ninety (90) days prior written notice to the Employer. 

6.3. Termination For Cause.  In addition to the provisions of Section 6.1., the Employer 
may terminate this Agreement without notice and without further compensation to the 
Trial Partner immediately upon the occurrence of any one of the following events: 

6.3.1. If Trial Partner breaches, neglects or fails to diligently perform to the reasonable 
satisfaction of Employer any or all of his/her duties under this Agreement (other than 
such failure resulting from Trial Partner’s incapacity due to physical or mental 
illness); 

6.3.2. Trial Partner commits an act of dishonesty or breach of trust, or acts in a manner 
which is inimical or injurious to the business or interest of Employer; 

6.3.3. Trial Partner violates or breaches any of the provisions of this Agreement; 

6.3.4. Trial Partner’s act or omission to act results in or is intended to result directly in gain 
to or personal enrichment of Trial Partner at Employer’s expense; 

6.3.5. Trial Partner is indicted for or convicted of a felony or any crime involving larceny, 
embezzlement or moral turpitude; 

6.3.6. Trial Partner becomes insolvent, makes an assignment for the benefit or creditors, 
files or has filed against his/her a petition for relief or other proceeding under federal 
bankruptcy law or state insolvency law or is assessed, or administered in any type of 
creditor’s proceedings; 

6.3.7. Trial Partner commits any act or engages in any conduct for which his/her license 
may be revoked or suspended by applicable licensing authorities, whether or not such 
licensing authority revokes or suspends his license, or is otherwise disciplined by 
such licensing authority or any applicable professional organization; 

6.3.8. Employer determines, in its sole judgment, which judgment shall be reasonable under 
the circumstances, that Trial Partner has breached his/her duty regarding the careful 
avoidance of all personal acts, habits and usages which in the sole judgment of 
Employer have a reasonable likelihood of injuring in any reasonable way, directly or 
indirectly, the professional or personal reputation of Employer or any dentist 
employed by it, including Trial Partner; 

6.3.9. Trial Partner fails to maintain his/her applicable license to practice; or 
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6.3.10. Trial Partner becomes ineligible for insurance coverage against claims for 
professional liability at standard rates. 

6.3.11.Trial Partner engages in conduct constituting sexual harassment. 
 

6.4. Death or Permanent Disability.  Upon the death or permanent disability of the Trial 
Partner, the Trial Partner will be deemed to have given ninety (90) days prior notice of 
termination to the Employer.  For the purpose of this Agreement, the Trial Partner will be 
deemed to be permanently disabled if the Trial Partner is physically unable to perform 
his/her services under this Agreement for a period of thirty (30) consecutive days of 
scheduled patient care, or for periods aggregating sixty (60) days of scheduled patient 
care in any eighteen (18) month period, as a result of sickness, accident, or any other 
cause, (excluding pregnancy) or upon receipt by the Trial Partner of a medical certificate 
from a competent authority which deems his/her to be permanently disabled. 

6.5. Procedures in Progress.  Upon termination of this Agreement, the Trial Partner shall, if 
requested by the Employer, complete all the dental procedures in progress in respect of 
each of the patients of the Employer served by the Trial Partner during the term of this 
Agreement as specified in the treatment plans for each such patient, but Trial Partner is 
not obligated to complete patient’s total treatment plan.  The remuneration payable to the 
Trial Partner in respect of such dental procedures shall be as set forth in Section 0 above. 

ARTICLE VII: EMPLOYER’S PROPERTY AND RIGHTS 
The Trial Partner acknowledges, understands and agrees to each of the following: 
 

7.1. That the Practice and the reputation upon which it is based are of substantial value and 
must be protected by the Employer. 

7.2. That considerable time and money has been spent to train, motivate and educate the staff 
at the Practice and accordingly, such staff forms part of the goodwill of the Practice. 

7.3. That all patients for whom the Trial Partner performs services or with whom the Trial 
Partner has any other dealings while engaged at the Practice are and shall be deemed to 
be patients of the Employer, and the aggregate value of all the patients of the Employer 
forms part of the goodwill of the Practice, notwithstanding that the actions of the Trial 
Partner may have been the effective cause of the patient being treated at the Practice. 

7.4. That all reports, files, charges, records, data, manuals, and forms relating to the patients 
of the Employer and the practice of dentistry at the Practice, whether prepared by the 
Trial Partner or otherwise, any copies thereof, and the information contained therein is 
and shall forever remain the exclusive property of the Employer and comprises part of the 
goodwill of the Practice.  In the event that this Agreement is terminated, for any reason 
whatsoever, the Trial Partner shall deliver forthwith to the Employer all patient files and 
charts, and other materials and templates. 
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7.5. That the Employer may, in the Employer’s sole discretion, hire other dentists or engage 
other Trial Partners at the Practice. 

 ARTICLE VIII: NON-COMPETITION, CONFIDENTIAL INFORMATION 
8.1. During the Term.  Except as contemplated herein and except with the consent in writing 

of the Employer, during the Term the Trial Partner shall not engage directly or indirectly 
in the practice of general dentistry, whether as a proprietor, partner, employee, 
shareholder, member, or otherwise, within a straight-line radius of fifteen (15) miles of 
the Practice, provided that if the geographic area set forth in this subsection is at any time 
determined by a court of competent jurisdiction adjudicating upon the validity of the 
covenant to be larger than is necessary to protect the legitimate business interests of the 
Employer, then such geographic area shall be reduced in accordance with such 
adjudication; or solicit or aid in the solicitation of any patient of the Employer 
except for, on behalf of, and in the best interests of, the Employer. 

8.2. After Expiration of Term.  In the event that Trial Partner’s normal scheduled hours 
immediately prior to termination exceeded eighteen (18) hours per week, Trial Partner 
will not engage directly or indirectly in the practice of general dentistry without the 
written consent of the Employer, whether as a proprietor partner, employee, shareholder, 
member, Trial Partner or otherwise within a straight-line radius of fifteen (15) miles of 
the Practice for a period of twenty-four (24) months following the date of termination of 
this Agreement for any reason whatsoever; provided that if the geographic area or time 
limit set forth in this subsection is at any time determined by a court of competent 
jurisdiction adjudicating upon the validity of the covenant to be larger or longer 
respectively than is necessary to protect the economic interest of the Employer, then such 
time limit or geographic area shall be reduced or shortened respectively in accordance 
with such adjudication.   

In the event that the Trial Partner remains with the practice for a period of less than one 
year from the beginning of the Term, then the length of duration of the restrictive 
covenant will be reduced according to the number of months the restrictive covenant will 
remain “in force” listed below: 

 Months Employed  # of months restriction “in force” 
 First 6 months    4 months 
 7 months    5 months 
 8 months    6 months 
 9 months    7 months 
 10 months    8 months 
 11 months    9 months 
 12 months    24 months 

8.3. Solicitation. Trial Partner will not solicit or aid in the solicitation of any patients of the 
Employer, for his/her own account or for the account of others, for a period of twenty-
four (24) months after the termination of this Agreement.  In the event of a breach of this 
subsection by the Trial Partner, then in addition to any other remedy the employer may 
have, the Trial Partner will pay to the Employer, not as a penalty but as a reasonable 
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estimate of damages, the liquidated sum of three hundred fifty ($350) for each patient of 
the Practice who transfers to the Trial Partner as a result of such solicitation.   
“Solicitation”, under this provision, shall not include the issuance of a non-defamatory 
announcement, but shall include, in addition to any other form of solicitation, any 
announcement, correspondence or phone call directly placed to the patient. 

In the event that the Trial Partner remains with the practice for a period of less than one 
year, the solicitation restrictions cited in this Section 8.3 shall remain in force for one (1) 
year. 

8.4. Trial Partner Buy-Out.  So long as and only in the event that the Trial Partner has been 
an employee of the Employer for three (3) or more years, Trial Partner may cancel the 
covenants set forth in Sections 8.2 by paying to the Employer an amount in accordance 
with the terms set forth in this paragraph	  8.4: 

8.4.1. The amount paid (“Cancellation Payment”) shall be fifty percent (50%) of the Trial 
Partner’s annual Net Production averaged over the thirty six (36) month period 
preceding the date of termination of this Agreement. 

8.4.2. In the event that Trial Partner terminates this Agreement, said Cancellation Payment 
shall be due in three (3) days after the date of termination.  In the event that Employer 
terminates this Agreement, said payment shall be paid in twenty four (24) equal 
monthly installments, without interest, the first installment being due thirty (30) days 
following the date of termination. 

8.4.3. In the event that Trial Partner terminates this Agreement, Trial Partner must elect a 
buy-out under this Section 8.4 on or before thirty (30) days prior to the date of 
termination of this Agreement provided to Employer by Trial Partner.  In the event 
that Employer terminates this Agreement, Trial Partner must elect said buy-out on or 
before thirty (30) days following the date of termination.  Such election must be in 
writing.  Failure of Trial Partner to make an election within the time set forth in this 
Agreement shall constitute an irrevocable waiver by Trial Partner of his/her right to 
make an election pursuant to this Section	  8.4. 

8.4.4. In the event that Trial Partner fails to make any payment due under this Section	  8.4, 
and such failure is not cured within five (5) calendar days after the due date hereof, 
Employer may elect to reinstate the covenants set forth in Sections 8.2 above, or, in 
the alternative, may sue for money damages. 

8.4.5. In the Event that the parties dispute the amount due under paragraph 0 above, the 
Trial Partner shall pay to Employer the Amount that the Trial Partner, in good faith, 
contends is due and the parties shall resolve their differences in accordance with the 
dispute resolutions of this Agreement.  Failure of the Trial Partner to pay the 
undisputed amount shall constitute an irrevocable waiver by Trial Partner of his/her 
rights under this Section 8.4. 
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8.5. Announcements; Transferring Patients.  Upon the termination of this Agreement, the 
Trial Partner may place announcements in appropriate publications announcing that Trial 
Partner is opening a new dental practice or that Trial Partner is working as a Trial Partner 
at another dental practice, and the Trial Partner may provide the address of such new 
dental practice in the announcements.  So long as Trial Partner is not in material breach 
of this Agreement, the Employer agrees to advise all patients who request information 
regarding the relocation of the Trial Partner as to the new location of the Trial Partner’s 
practice.  If a patient of the Practice chooses to continue to be treated by the Trial Partner 
at the Trial Partner’s new location after the termination of this Agreement, the Employer 
agrees to transfer the patient charts and files of such patient to the Trial Partner at the 
patient’s request.  An administrative fee of twenty-five dollars ($25.00) per patient will 
be required to be paid by the Trial Partner for copying the patient record.  This fee shall 
be in addition to any amounts due under this Agreement. 

8.6. Family Members.  Upon termination of this Agreement, it is acknowledged by the 
parties that patients of the Practice who are family members of the Trial Partner may seek 
the professional services of the Trial Partner outside the Practice.  Accordingly, the 
Employer agrees with the Trial Partner that, notwithstanding the provisions of this 
Article, the Employer will not be entitled to any compensation for the subsequent loss 
from the Practice of patients who are family members of the Trial Partner, and the Trial 
Partner will not be liable for compensating the Employer for the goodwill associated with 
the loss of files and charts of such patients. 

8.7. Other Office Personnel.  The Trial Partner agrees that, for a period of twelve (12) 
months after termination of this Agreement, Trial Partner will not hire or engage the 
services of any hygienist, dental assistant, or any other person employed by the Employer 
at any time during the Term.  In the event of a breach of this Section 8.7 by the Trial 
Partner, and in addition to any other remedy which the Employer may have, the Trial 
Partner will pay to the Employer, not as a penalty but as a genuine estimate of damages, a 
liquidated sum equal to: 

8.7.1 Seventy-five hundred ($7,500) dollars in respect of any hygienist formerly engaged 
by the Employer who is thereafter engaged by the Trial Partner in violation of the 
foregoing restriction; and 

8.7.2 Five thousand ($5,000) dollars in respect of any employee formerly engaged by the 
Employer who is thereafter engaged by the Trial Partner in violation of the foregoing 
restriction including, without limitation, any dental assistant, treatment coordinator, 
continuing care coordinator, receptionist, or administrative staff member.  

8.8. Confidential Information.  Unless required by law, the Trial Partner covenants and 
agrees that Trial Partner will not, at any time during the Term or thereafter, use or 
disclose, divulge or communicate to any person, firm, corporation, or other entity, in any 
manner whatsoever, any information acquired by the Trial Partner in the course of his/her 
engagement by the Employer relating to: (a) the Practice, its finances, its manner of 
operation, its plans, processes or other data; (b) the Employer; (c) any other dentists or 
staff persons employed by the Employer; or (d) the patients of the Practice, except where 
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such patients have been referred for treatment to others in accordance with the provisions 
of this Agreement or as set forth in ARTICLE IX of this Agreement.  The parties hereby 
stipulate that all such information is confidential and material to the effective and 
successful conduct of the Practice and the goodwill of the Practice, except in the case of 
illegal or unethical practice.  Accordingly, any breach of the provisions of this subsection 
will be a material breach of this Agreement. 

8.9. Equitable Relief; Extension of Term upon Breach.  The parties recognize that a breach 
by the Trial Partner of any of the covenants contained in this Agreement would result in 
damages to the Employer, which may not be adequately compensated by way of 
monetary damages.  In the event of such a breach, then in addition to all other remedies 
available to the Employer, the Employer will be entitled as a matter of right to apply to a 
court of competent jurisdiction for such relief by way of restraining order, injunction, 
decree or otherwise, as may be appropriate to ensure compliance with the provisions of 
this Article.  In the event of any breach of one or more provisions of the covenants set 
forth in this Article, the term of the covenant shall be extended by a period of time equal 
to that period beginning on the date such violation commenced and ending when the 
activities constituting such violation shall have finally been terminated. 

8.10. Reasonableness of Restrictions.  The Trial Partner acknowledges that by reason of the 
time and money invested by the Employer in the training of the Trial Partner and the 
knowledge which the Trial Partner will have acquired of the business of the Employer, 
and with regard to the competitiveness of the business carried on by the Employer, the 
scope of the covenants contained in this Article is reasonable and commensurate with the 
protection of the legitimate interests of the Employer. 

ARTICLE IX: PATIENT CONFIDENTIALITY 
9.1. Definitions.   

9.1.1 "Privacy Rule" shall mean the Standards for Privacy of Individually Identifiable 
Health Information at 45 CFR Part 160 and Part 164, Subparts A and E. 

 9.1.2. “Confidential Patient Information.” The term "Confidential Patient Information" shall 
include all information concerning the health of a patient in a form which permits the 
identification of the identity of the patient which is learned or made known to the 
Trial Partner.  Confidential Patient Information shall include all "Protected Health 
Information " as defined in 45 CFR § 164.501. 

9.1.3. "Required By Law" shall have the same meaning as the term "required by law" in 45 
CFR § 164.501.  

9.1.4. "Secretary" shall mean the Secretary of the Department of Health and Human 
Services or his designee.  

9.2. Obligations and Activities of Trial Partner. Trial Partner agrees to not use or disclose 
Confidential Patient Information other than as permitted or required by the Agreement or 
as Required by Law.  
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9.2.1. Trial Partner agrees not to disclose Confidential Patient Information other than as 
provided for by this Agreement. 

9.2.2. Trial Partner agrees to report to Employer any use or disclosure of the Confidential 
Patient Information not provided for by this Agreement of which it becomes aware. 

9.2.3. Trial Partner agrees to ensure that any agent, including a subcontractor, to whom it 
provides Confidential Patient Information received from, or created or received by 
Trial Partner on behalf of Employer agrees to the same restrictions and conditions 
that apply through this Agreement to Trial Partner with respect to such information. 

9.2.4. Trial Partner agrees to cooperate in connection with any investigation of the 
Employer or Trial Partner with any investigation made by the Secretary investigating 
the Trial Partner’s or Employer’s compliance with the Privacy Policies and to make 
internal practices, books, and records, including policies and procedures and 
Confidential Patient Information, relating to the use and disclosure of Confidential 
Patient Information received from, or created or received by Trial Partner on behalf 
of, Employer available to the Secretary, in a time and manner  or designated by the 
policies, for purposes of the Secretary determining Employer's compliance with the 
Privacy Policy.  Trial Partner shall provide a copy to Employer of any subpoena or 
demand for information from the Secretary at least ten (10) days prior to Trial 
Partner’s responding to the same.  

9.2.5. Trial Partner agrees to document such disclosures of Confidential Patient Information 
and information related to such disclosures as would be required for Employer to 
respond to a request by a Patient for an accounting of disclosures of Confidential 
Patient Information in accordance with 45 CFR § 164.528. 

9.2.6. Trial Partner agrees to promptly provide to Employer an Individual, Confidential 
Patient Information to permit Employer to respond to a request by an Individual for 
an accounting of disclosures of Confidential Patient Information in accordance with 
45 CFR § 164.528.  

9.2.7. Trial Partner agrees to defend, indemnify and hold harmless the Employer against any 
claim or suit based upon a breach by Trial Partner of his or her obligations under this 
Article. 

9.3. Permitted Uses and Disclosures by Trial Partner. Except as might be otherwise 
limited in this Agreement, Trial Partner may use or disclose Confidential Patient 
Information on behalf of, or to provide services to, Employer for the purpose of providing 
dental care to a Patient or to fulfill any obligation of this Agreement if such use or 
disclosure of Confidential Patient Information would not violate the Privacy Rule if done 
by Employer or the minimum necessary policies and procedures of the Employer.  Trial 
Partner may share Confidential Patient Information with health care professionals also 
involved with the care of the Patient (such as a dentist or doctor consulted with respect to 
the Patient) so long as Trial Partner obtains reasonable assurances from the person to said 
other professional that Confidential Patient Information will remain confidential and used 
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or further disclosed only as for the purpose for which it was disclosed to the person or 
otherwise required by law, and the health care professionals agree to notify the Trial 
Partner of any instances of which it is aware in which the confidentiality of the 
information has been breached. 

9.4. Obligations of Employer  

9.4.1. Employer shall notify Trial Partner of any limitations in its notice of privacy practices 
of Employer in accordance with 45 CFR § 164.520, to the extent that such limitation 
may affect Trial Partner's use or disclosure of Confidential Patient Information. 

9.4.2. Employer shall notify Trial Partner of any changes in, or revocation of, permission by 
a Patient to use or disclose Confidential Patient Information, to the extent that such 
changes may affect Trial Partner's use or disclosure of Confidential Patient 
Information. 

9.4.3. Employer shall notify Trial Partner of any restriction to the use or disclosure of 
Confidential Patient Information that Employer has agreed to in accordance with 45 
CFR § 164.522, to the extent that such restriction may affect Trial Partner's use or 
disclosure of Confidential Patient Information.  

9.4.4. Employer shall not request Trial Partner to use or disclose Confidential Patient 
Information in any manner that would not be permissible under the Privacy Rule if 
done by Employer.  

9.5. Termination. 
 

9.5.1. “For Cause.” A breach of the provisions of this Article by either Trial Partner or 
Employer, which is not reasonably and promptly cured to the extent curable, 
constitutes a grounds for “for cause” termination of this Agreement by the other 
party. 

9.5.2. Return of Confidential Information.  Upon termination of this Agreement for any 
reason, Trial Partner shall return or destroy all Confidential Patient Information 
received from Employer, or created or received by Trial Partner on behalf of 
Employer.  Trail Partner shall retain no copies of the Confidential Patient 
Information. 

9.5.3. Survival.  The respective rights and obligations of the parties under this Provision to 
preserve the confidentiality of Confidential Patient Information shall survive the 
termination of this Agreement. 

  
ARTICLE X: INDEMNITY 

10.1. Indemnification by Trial Partner of Employer.  The Trial Partner shall indemnify and 
hold the Employer harmless from and against all losses, claims, actions, damages, 
liabilities, costs and expenses (including attorney fees) in connection with loss of life, 
personal injury, damage to property or any other loss or injury occasioned wholly or in 
part by an act or omission of the Trial Partner or anyone under her control including, 
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including without limitation, any claim made by any patient in respect of any treatment 
received by such patient from the Trial Partner. 

10.2. Indemnification by Employer of Trial Partner.  The Employer shall indemnify and 
hold the Trial Partner harmless from and against all losses, claims, actions, damages, 
liabilities, costs and expenses (including attorney fees) in connection with loss of life, 
personal injury, damage to property or any other loss of injury occasioned wholly or in 
part by any act or omission of the Employer or anyone under its control other than the 
Trial Partner including, without limitation, any claim made by any patient in respect of 
any treatment received by such patient from any Employee of the Employer other than 
the Trial Partner. 

ARTICLE XI: OPTION TO PURCHASE SHARES 
11.1. Option to Purchase Shares.  At any time 1 year after the Commencement Date, and 

expressly conditional upon this Agreement not being terminated, Trial Partner may 
acquire ___________ (___%) percent of the outstanding stock of the Company pursuant 
to the agreement and signing of a final Buy-Sell contract. 

ARTICLE XII: MARKETING MATERIALS 
12.1. The Employer may, at its option and expense, develop, print, and distribute marketing 

materials, which market the services of the Trial Partner to existing and potential patients 
of the Employer. The Trial Partner agrees to cooperate, as reasonably required, to assist 
the Employer in the preparation of such marketing materials. The Trial Partner 
acknowledges and agrees that this marketing material in no way whatsoever obligates the 
Employer to accept the Trial Partner as an Employer, partner, or Purchaser of the 
Practice.  

ARTICLE XII: GENERAL PROVISIONS 
13.1. Entire Agreement.  This Agreement contains the entire agreement between the parties 

concerning the subject matter hereof, and supersedes any previous oral and/or written 
communication, representations, understandings, or agreements. 

13.2. Unenforceable or Valid Provisions.  If any provision of this Agreement is 
unenforceable or invalid for any reason whatsoever, such provision will be severed from 
the remainder of this Agreement and the validity of the remainder will continue in full 
force and effect and be construed as if this Agreement had been executed without the 
invalid or unenforceable provision. 

13.3. Survival of Provisions. Unless expressly stated otherwise, the warranties, 
representations, indemnities, covenants, and agreements contained herein which are 
capable of surviving the termination of this Agreement shall survive the termination of 
this Agreement and shall be separate and distinct covenants and agreements enforceable 
after the termination hereof in accordance with their terms.  Any reference herein to the 
termination of this Agreement shall not include the termination of such covenants and 
agreements unless expressly stated herein or specifically agreed to by the parties in 
writing. 
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13.4. Personal Service Contract.  This Agreement is for the personal services of the Trial 
Partner.  Neither the rights accorded to the Trial Partner by this Agreement nor the 
obligations to perform the Trial Partner’s duties shall be assigned or otherwise delegated 
by the Employer. 

13.5. Consent and Waiver.  No consent or waiver, express or implied, by either party of any 
breach or default by the other party of any or all of his/her obligations under this 
Agreement will be valid unless it is in writing and stated to be a consent or waiver 
pursuant to this subsection and/or be relied upon as a consent or waiver to or of any other 
breach or default of the same or any other obligation; constitute a general waiver under 
this Agreement; or eliminate or modify the need for a specific consent or waiver pursuant 
to this Section in any other subsequent instance. 

13.6. Amendments.  No amendment or variation of provisions of this Agreement shall be 
binding upon either of the parties unless it is evidenced in writing and executed by each 
of the parties. 

13.7. Notice.  Any notice, acceptance or other documents required or permitted hereunder to be 
given, will be considered well and sufficiently given by hand delivery or by certified mail 
addressed to the parties as follows: 

	  

(a)  if to the Employer:   SENIOR DOCTOR’S OFFICE ADDRESS 
                                  
 
(b) if to the Trial Partner:  __________________________________ 

 

or to such address as either party may from time to time appoint by notice in writing to 
the other in accordance with this subsection.  Each party will give timely notice of a 
change of address.  Any notice delivered by hand and addressed as above will be 
deemed to have been delivered on the day of delivery, and any notice mailed by first 
class prepaid mail and addressed as above will be deemed to have been received three 
(3) business days after mailing; but if at the time of mailing or between the time of 
mailing and the third (3rd) business day thereafter there is a lockout or labor disturbance 
affecting postal service, then such notice will not be effectively given until actually 
received. 

13.8. Headings.  The headings contained in this Agreement are for convenience of reference 
only and do not define, limit, or enlarge the scope or meaning of the provisions of this 
Agreement. 

13.9. Number and Gender.  In this Agreement, words importing the singular number only 
shall include the plural and vice-versa, words importing gender shall include all genders, 
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and words importing persons shall include individuals, corporations, partnerships, 
associations, and other legal or business entities. 

13.10. Advice of Counsel.  Each of the parties hereto acknowledges and confirms that: (a) prior 
to their execution and delivery of this Agreement they have been advised to seek 
independent legal advice in connection with this Agreement and have either obtained 
such independent legal advice; or voluntarily elected not to obtain such advice and waive 
the right to obtain legal advice; and (b) each party has executed this Agreement 
voluntarily with full knowledge of its terms and conditions. 

13.11. Governing Law; Dispute Resolution. This Agreement will be governed by and 
construed according to the laws of the State of YOUR STATE and the County of YOUR 
COUNTY.  All disputes arising from or related to this Agreement, or to any ancillary 
agreements executed coincident herewith (whether sounding in tort [including fraud] or 
contract) shall be resolved by the Court sitting without a jury.  The parties hereby 
irrevocably waive their right to jury trial.  Each party acknowledges that it has been 
afforded an opportunity to consult counsel regarding this waiver of jury trial.  The 
prevailing party shall be entitled to an award of all costs of litigation (including counsel 
fees and expert costs) against the non-prevailing party. 

13.12. Execution of Agreement. This Agreement may be executed in counterparts and by 
facsimile transmission, and such counterparts and facsimile transmissions together shall 
form one and the same instrument. 

 
 

IN WITNESS WHEREOF, and intending to be legally bound hereby, the parties have 
signed this agreement as of the day and year first written above. 

 
TRIAL PARTNER                ______ 
 
 
Date:  __________        
        
 
 
EMPLOYER   (PLACE SENIOR DOCTOR NAME OR NAME OF PRACTICE) 
 
 
Date:  __________  By: _____________________________ 
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TRIAL PARTNERSHIP DETAILS 
 
     The example above may seem very long and thorough, but it covers everything 
that we need to discuss when contemplating a long-term relationship.  This 
agreement would be used during the trial period of a fractional sale, and could also 
be used by a walk-away sale where the potential buyer is moving from employee 
to owner.   Any or all of the agreement is open for modification as to terms or 
benefits, I would not, however, modify the legal points of the document without 
legal advice.  Allow me to go over those details and at the same time try to help 
you keep the overall purpose in mind.   
     Most of the contract is self-explanatory, but let me hit the high points.  The 
introductions and background stipulate the parties of the agreement.  Article I 
stipulates that the trial partner is qualified and certified to practice dentistry in the 
contract state.   
     Section 2.1 covers the term or length of the agreement.  We feel that a 4-6 
month, not to exceed 12 month, term is best.  Any longer and it becomes more 
difficult to convince the employee to buy in.  There is a period of time where the 
trial partner has a “Halo effect”.  They are so enamored with the possibility of 
becoming an owner that they will often times overlook obvious negatives to the 
purchase.  Wait too long and these negatives can doom the deal.  I would have to 
say that most young doctors have a pretty rosy outlook on how dentistry is run.  
Given enough time this will sour.  If it takes you 3 hours to pick out a white shirt at 
Penney’s, this will be difficult.  You and your staff should be able to decide in 6 
months if this is the right person for your practice.  There is no benefit on waiting 
and a very low downside for going ahead.  Section 2.2 makes it abundantly clear 
that you are expecting the young doctor to work and work long hours.  It is 
important to help the expectations of the parties to the agreement to get their 
expectations in line with reality.  It is kind of like doing a denture.  You tell the 
denture patient that they will look OK but you will only have about 20% of the 
chewing ability that they had with natural teeth, and that the dentures will make 
them gag, and will make it difficult to taste their food.  You make it sound so bad 
that by the time they get them, their expectations are lower than reality.  They are 
just glad they are not throwing up when they wear them.  People are always happy 
if reality exceeds their expectations.   
     Article III:  Remuneration and expenses defines terms dealing with production 
and covers how they will be paid.  It is important to revisit the discussion on 
compensation formulae previously in this document.  We feel that you should pay 
no more than about 25% during the trial partner term.  This helps insure, that when 
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they do become a partner, their pay will be adequate to motivate them to produce 
more.  Nothing is worse than to go from employee to owner and make a lot less 
being the owner.  The rest of this section clearly defines what is paid by the 
employer and what is or is not required to be paid by the employee. 
     Article IV:  Obligations of the trial partner goes further to define the 
relationship between the trial partner and the employing entity.  You should study 
this carefully and craft exactly what you expect from your new doctor. 
     Article VI:  Termination of Agreement defines how each party may remedy an 
exit from the practice.  It is important to notice that you need only give a 10-day 
notice, while they must give 90 days.  This should allow you to replace a failed 
relationship without serious consequences in your schedule or staffing.  The last 
paragraph covers the only other way either party may end this relationship:  
death/disability. 
     Article VII:  Employer’s Property and rights makes clear that all patients, 
records, property and employees are the property of the owner of the practice.  
Article VIII goes further to define a non-competition clause.  The distance must be 
reasonable (5-15 miles) and the term or time of this covenant must be fair (1-2 
years) and both must be adequate to protect the business of the employer.  The 
remainder takes point by point how each of these assets is protected and what 
remedy the employer will have to protect their investment.  VIII 8.2 and 8.3 create 
appropriate protection in maintaining patient relationships after a Trial Partner 
leaves.  In general, courts will probably recognize this.  The two basic types of 
restrictive covenants are “non-compete,” which precludes a former employee from 
working in the same business as the employer for a certain amount of time, and 
“non-solicitation,” which restricts the former employee from soliciting customers 
of his or from providing services to those customers. 
     All this said, only reasonable restraints will be enforced.  Typically, restrictions 
must be no broader than the employer’s legitimately protectable business interests.  
Those covenants not to compete that are overly broad, overreaching, or lack 
necessary consideration are not enforceable. 
     Normally, the burden is on the party that wishes to enforce the covenant to 
demonstrate that the restraint is no greater than necessary to protect the employer’s 
legitimate interest, and that such interest is not outweighed by any hardship to the 
employee or any likely injury to the public. 

Covenants given in connection with the sale of a business are viewed with 
greater favor because courts recognize the need to protect business 
goodwill. 

     A covenant not to compete is only enforceable if it is reasonable in intent and 
there is a legitimate business reason to enforce it, such as protecting customers or 
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confidential information.  To determine if a covenant not to compete is 
enforceable, three aspects must be considered: 

1.  Scope.  The covenant must be very precise as to what the people 
involved can and cannot do. 

2. Geography.  The geographic area must be reasonable, and what must be 
studied is where the employer’s patient base comes from and where the 
employee works. 

3. Time.  This portion of a covenant is litigated often due to its being the 
most misunderstood.  In essence, the covenant must be in force only long 
enough to get a replacement employee up and running; however, the 
replacement employee could in fact be the owner where the business 
cannot sustain an extra employee for whatever reason.  Circumstances 
often dictate the time period.  It likely will be different for an employee 
(shorter) than for a seller (longer). 

     In cases where a contract has a non-solicitation clause, the clause must be 
reasonable and must clarify “What is solicitation?”  If people want to seek out a 
health-care provider of their choice, then a contract with a non-solicitation clause 
cannot limit these people’s desire to seek care with whomever they wish.  
     A final aspect of covenants is proving damages.  Using the example of a patient 
who wishes to seek out a previous employee for dental care and does not wish to 
return to the employer’s practice, for whatever reason, what are the damages to the 
employer if the patient wasn’t going to return anyway?  
       Article IX:  Patient Confidentiality is more or less a legal bookkeeping entry to 
make sure the contract and parties to the contract understand the legal protection 
that the patient is afforded. 
     Article X:  Indemnity: Clearly states that each party to the document is 
responsible for their own problems.  It holds each partner harmless against any and 
all losses, claims, action, damage, personal injury, damages to property or any 
other loss committed by the other partner.  If you mess up, it’s your problem. 
     Article XI:  Option to Purchase Shares is added to this contract because the 
selling party was transferring stock in his corporation at the closing of the sale.  In 
this way the selling doctor’s tax liability is all considered capital gains. 
       In a normal sale you negotiate the sales price and then you must start all over 
to negotiate the allocation of the money paid for the practice.  There are several 
categories that need to be looked at.  Goodwill allocations are taxed to the seller at 
capital gains rates, while equipment, accounts receivable, and non-compete will be 
taxed at ordinary income.  This can create a big difference in what the seller 
actually takes home from the sale. 
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Example 1 - Seller favored Sale of:             $500,000                   After Tax 
 
 
 Goodwill:  60%                     $300,000                   $255,000 
 Non-Compete:  25%             $125,000                     $80,000 
      Accounts Receivable 5%        $25,000                     $16,000 
 Equipment 10%                      $50,000                      $32,000 
 
Total Net Sale                                                                               $383,000 
 
 
 
Example 2 - Buyer favored Sale of:            $500,000                   After Tax 
 
 Goodwill:  20%                     $100,000                     $85,000 
 Non-Compete:  20%             $100,000                     $64,000 
 Accounts Receivable 5%        $25,000                     $23,000 
 Equipment 55%                    $275,000                   $176,000 
 
Total Net Sale                                                                               $348,000 
 
 
As you can see, the net amount of the sale varies greatly:  From $117,000 in taxes 
in example 1 to $152,000 in the second example.  If we compare that to a stock 
transfer sale we end up with $492,500 or taxes of $7,500.   You can see the 
dramatic difference in net take away of an original sale price of $500,000.  The 
reason that the buyer wants a larger amount allocated to equipment is the Federal 
Tax advantages afforded them against taxes owed.  Currently (2014) Section 179 
of the IRS Tax Code allows an immediate equipment depreciation of only $25,000  
A few years ago, it was $250,000 and it will hopefully be raised soon.  In effect, 
the government, in order to create business stimulus, is going to help pay for a 
portion of the investment.  Good for the buyer, not as good for the seller.  
Equipment, because we have already taken the depreciation, requires that we 
recapture that by paying ordinary income for that portion assigned to the 
equipment.  The seller wants to have the Non-Compete to be larger also so that 
they can write of the amount over the term of the provision (1-2years).  Therefore 
buyer wants more of an Equipment and Non-Compete allocation while the seller 
wants just the opposite.  I generally recommend a win/win allocation.  With this in 
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mind, it affords the buyer a greater incentive to purchase, and may even increase 
the number of qualified candidates. 
     Article XII:  Marketing Materials covers the fact that the practice will market 
and use the trial partner’s name. 
     Article XIII:  General Provisions section is a closing article that allows the 
attorney to dot the i’s and cross the t’s on the contract.  Basically it says that 
wherever they may have made a mistake in drafting the contract, that the 
remainder of the contract is still enforceable and the area of noncompliance will 
not affect the intent of the contract to be binding by both parties. 
 
     Just a note: Every roadmap or contract that we look at will include all the same 
provisions as the Trial Partnership agreement.  We will not take the time to discuss 
these areas in each contract. 
 
     Keep in mind that whenever you draw up a contract, about the only time you 
will revisit it will be when something terrible has happened.  With that in mind, 
always approach the contract with the idea that it is there to protect you and your 
assets in the worse possible scenario.  Anticipating these catastrophes is what 
makes the contract strong.  Most attorneys will not be familiar enough with the 
day-to-day problems nor the business of a practice to adequately protect you.  Hire 
the guy who has done this for the dental profession before.  You get what you pay 
for.  If you find that you cannot find adequate representation in your area, feel free 
to give me a call at 972-523-4660, and I will be glad to introduce you to someone 
you can trust. 
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Chapter Ten 

What Is My Practice Worth? 
 

 Let’s take a moment and revisit where we should be in our transition: 
• We are working on, or have finished creating a corporate structure. 
• The employment agreement has been created for the corporation, and 

you have signed it and placed it with your other documentation. 
• We have our Non-Disclosure Agreement filled out and ready to be 

signed by both parties. 
• We have gathered all the information that a bank and appraiser will 

need to document and approve any loan. 
• If we are working on an exit strategy that involves a walk away sale, 

we have filled out and printed the Letter of Intent for both parties to 
sign. 

• We have done our homework on determining where we need 
improvements on the General Practice Benchmarks and overhead 
items.  The improvement strategies are in place to insure a better 
overhead and increase the value of the practice. 

• We have anticipated the need for more new patients and are creating 
and implementing strategies to attract more patients. 

• We are making our hours more “consumer” friendly. 
• Every system in the office is being looked at to make improvements. 
• We have involved our staff in the selection process and overall 

planning for the transition to more doctors. 
• We are going thru the process of reaching out for candidates using 

every area noted in the text. 
• We are interviewing and refining the list of candidates for a Trial 

Partner. 
• We have anticipated any equipment or operatory needs and have 

finalized their installation. 
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• We are beginning to interview any additional staff that may be needed 
or asked current staff if they would like to pick up a day or two 
working with the new doctor. 

• We have our attorney going over the Trial Partnership Agreement in 
order to customize it for my state and practice. 

• We are ready to hire the doctor. 
• Our attorney has revised the Letter of Intent for a “walk away sale”.	  

While you are looking for a trial partner or buy-out doctor, keep in mind that 
the process may take a while.  In a large city it may take 4-6 months.  In a rural 
setting it could take 2 years or longer.  I have seen economically compromised 
areas that made it impossible to sell a practice.  Pricing and location are very 
important in getting quality candidates, and ultimately creating the dynamics for a 
quick sale.  Location just complicates the process and often narrows the field of 
qualified candidates.  The thing to remember is to start early in your strategic 
planning to begin the search process. 

 Even though we are hiring a trial partner, we need to keep in mind that our 
primary goal is to move toward a sale of all or part of our practice.  This means we 
must integrate the new employee quickly and assure them the number of new 
patients it will require for them to be productive enough to service a practice note.  
Getting this young doctor up to speed may necessitate them producing as much or 
more than you are currently producing.  This is a daunting task and can be a 
challenge to marginal practices.  A young doctor who is unable to produce about 
$40,000/month within the first 6 months will find themselves struggling to service 
a note that would allow them to buy in.  The reason this may happen can be two 
fold.  Some new doctors struggle with clinical dentistry, but most likely it will be 
that the Senior doctor’s practice and staff is unable to raise the level of their own 
productivity.  Lack of a marketing plan along with not constantly upgrading your 
systems is a sure way to doom this transition to failure.  Reread “why 
associateships/partnerships fail”.  Both parties are responsible for making this 
work.  You need a full court press, whatever it takes attitude. 
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 Once the young doctor has signed their contract, and has a start date, the 
next phase of the transition begins.  Remember that you need to determine the 
price and what you intend to sell prior to ever bringing the young doctor on board.  
Because our goal is not to hire just an employee, but rather a future partner, we 
will need to determine what the practice is worth and what portion of the practice 
will be sold.  From the buyer’s perspective, they will want to know the price, how 
it can be financed, and what are the terms and opportunities.  We will need to have 
the finished buy-in, or buy-out contract completed prior to the young doctor 
beginning as an employee.  This necessitates determining the sale price before the 
candidate actually begins to work for you.  Determining the price up front makes 
the trial partner feel like he knows where he is trying to arrive.  He has a firm 
target that is not constantly moving.  It helps them gauge whether they are 
measuring up.  Nothing is worse than to have an associate work for years, and 
because of their productivity, the price to buy in has escalated to the point that he 
feels he is being penalized for doing well.  They often feel that they are paying for 
their own success.  Set the price, set the terms, and present a contract the very 
week they begin to work.  In this way, the 6 months or so of trial partnership 
affords them the time to have it reviewed by counsel as well as being able to 
discuss the finer points of the contract with you.  I will remind you that if you have 
a current associate who has worked 5 or 6 years as an employee, they are probably 
the wrong candidate for a buy in.  A doctor who would postpone ownership for 
that long or remain an employee for half a decade probably does not have the 
internal drive for ownership.  We find that long-term associates yield the lowest 
success rate on conversion to a partnership.  Be aware of this: You may need to 
look for other candidates even as you negotiate with your current associate for 
partnership. 

 During the first few months of their employment, you will need to 
systematically follow their progress.  The clock is ticking and the term of the Trial 
Partnership will pass quickly.  Just like dental school, we have an event specific 
time at which we are trying to create a competent, confident, financially enabled 
doctor to become a partner.  At first, every few days you need to interview staff 
members who work with the doctor.  You should have them call his patients at the 
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end of the day, or the next morning, to determine how things went.  Look at their 
lab work and call your lab and ask for feedback from the technicians.  Perform an 
update interview with the Trial Partner every couple of weeks to find out how they 
are doing.  In addition to the verbal communications, you will need to make an 
employee document to note performance in case you must dismiss them.  You do 
not want to take 6-12 months to finally figure out that you made a mistake in your 
choice, or the Trial Partner just won’t make the grade.  Communication is the key.  
If you detect a struggle of shortfall on their part, help them.  If you see a lack of 
cooperation from the staff, deal with it.  If you find yourself slipping into your old 
ways, or not fully engaged in the process, shake it off and get back to a “whatever 
it takes” attitude. 

One of the most challenging steps in selling a practice is helping the doctor 
understand the subtleties of pricing.  Before hearing from the expert, let me throw 
out a few broad generalities to help you get into the ballpark as far as pricing.  
Ultimately your practice will sell for what the buyer is willing to pay, and you are 
willing to sell it for.  Nothing else matters.  Generally a practice will sell for about 
60% to 70% of the last 12 months production, or about 1.5 to 2 times net. 

Example: 
Production       Overhead              Profit           Sale/Production             Sale/Profit  
$1,000,000          70%               $300,000        $600K-$700K            $450K-$600K 
$1,000,000          50%               $500,000        $600K-$700K            $750K-$1Mil. 
 
Scarcity of practices in a fast growing, affluent area will drive the prices up. 
Profitability allows the buyer to service the debt more easily.  All things equal, 

a lower overhead practice is a better buy for the same price. 
An attractive office is always a plus, but new equipment will only affect the 

price 2-5%.  I have always told young doctors that the type of practice that they 
should look for is kind of counterintuitive.  They generally see a boutique practice 
(Production/New Patient of over $3,000) as the best place to look.  The problem 
with most practices like this is that it is often successful because of the doctor’s 
charismatic personality and superior clinical and sales skills.  Generally, 
production is high, overhead is high, and there are few new patients.  In addition, 
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in this boutique type of practice we find that everything has been completed on 
most of the patients.  The hygiene recall rarely provides a lot of treatment (a 
normal general practice will generate over 60% of their production from recall 
patients in hygiene).  They end up paying a lot for a practice that they are often ill 
suited to operate and maintain.  It would take a special buyer to do well in this 
circumstance.  On the other hand, finding an older practice with more new patients, 
an older doctor who refers out oral surgery, implants, orthodontics, pediatric care, 
and does few crowns, will be a better opportunity with less risk:  Lots of potential 
work, patients love the older doctor, easy to expand the productivity, lower 
overhead, and very low cost.  The reason I brought this up is that we find doctors 
sometimes do not understand what makes a practice an attractive buy or what 
makes a practice valuable.  They feel the value of their equipment or practice is far 
above what an appraisal reveals.  The appraiser just doesn’t understand that their 
practice is different. 

     Today, 3800 graduates enter the job market each year.  Up until 2007, there 
were 6,000 doctors retiring every year.  This has changed dramatically.   We now 
have doctors postponing, or even eliminating their retirement.  More doctors are 
moving back into the work force after retiring.  Many associates and staff members 
are being laid off.  Where it used to be a buyer’s market, it has become a seller’s.   
All of these things will affect the price.  Get ready for a reality check.  While your 
practice and your home are two of your largest investments, they are both strongly 
affected by market pressures.  Every deal involving the ownership transfer of a 
professional practice is unique.  The only constant is that they are generally heavily 
loaded.  That means that there is a lot of emotional stuff associated with the deal 
and it’s important to both parties to realize this.  As in most situations, I’ve learned 
more from the times the deals did not go through than when they did. 

 Each practice is unique in that there are only guidelines for establishing 
value rather than absolutes.  Remember what we said:  The value of anything is the 
price at which the seller will sell and buyer will buy. 

 If the seller is especially motivated by poor health or desire to move because 
they sold their house or bought a new one, they’ll be more flexible. 
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 By the same token, if the buyer loves the location or the buyer owns a home 
in the area and is the “victim” of a failed association with another doctor, he’ll be 
more flexible because he faces the possibility of being out of work with bills to 
pay.  Every dental practice will be sold at some time or another.  If it is done 
correctly, the seller and buyer will profit.  If not done correctly, everyone loses, 
including the patients who are scattered to the wind and lose continuity of care. 

 If there is no real emergency to close the deal, both the parties need to have 
some patience.  There are a lot of issues that need to be resolved and it may take 
some time.   

 Because you have purchased this book, you are already proactive in your 
planning.  If you are the seller, you should give yourself as much lead time as 
possible so you won’t be rushed with any undue pressures.  Plan the transition in 
advance according to your other goals and objectives.  Prioritize your requirements 
so you can easily recognize a qualified buyer when they come along.  Realize that 
you won’t get them all.  You may have to yield or be flexible on terms to get the 
price you want, or maybe on both to get a stable buyer who will be able to service 
the note. 

 
We are fortunate to have Rod Johnston, a certified appraiser, to write about the 

process.  I have worked with Rod on hundreds of offices and can tell you that he is 
one of the best sources for appraisals you can find.  One word of caution:  Every 
city in the nation has appraisers.  The problem with this is that they are nearly 
always brokers.  They make money (10%) off the sale of your practice.  This 
cannot help but taint their appraisal.  Kind of like a real estate agent who tells you 
they can sell your home for a large sum in order to get the listing.  Be warned: You 
need to have an accurate evaluation in order to have a realistic goal for the sale of 
your practice. (MA) 
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THE VALUE OF A DENTAL PRACTICE by Rod Johnston 
 
 Appraisals have been occurring since the beginning of time.  An appraisal 

can be found in the book of Genesis “The land is worth 400 shekels”.   But why do 
you need an appraisal?  What is an appraisal?  And, what are the steps in 
determining the value of your practice? 

 Typically, a dentist would think about getting an appraisal when it’s time to 
get ready to sell his or her practice and retire.  There are a number of other reasons 
why a dentist would need an appraisal.  If the dentist is getting a divorce, an 
appraisal would be needed to determine the current market value of the practice.  
Terminating or adding a partner would require an appraisal.   The estate of a 
dentist suddenly deceased would require an appraisal.  An asset valuation may be 
needed in a bankruptcy proceeding.  A lender may require a valuation if the 
practice is refinancing debt or securing certain new financing.  There may also be 
litigation against the practice that may require an appraisal.  The list can go on and 
on as to why an appraisal is needed.  But, the majority of the time, an appraisal is 
done to determine the value of the practice in order to locate a buyer. 

 An appraisal is defined as the supportable opinion about the worth of 
something.  In this case, it is the worth, or value of your practice.   The value of 
your practice, or Fair Market Value in accounting terms, is defined in IRS Revenue 
Ruling 59-60 as: 

“The amount at which the property (practice) would change hands between a 
willing buyer and willing seller, when the former is not under any compulsion to 
buy, and the latter is not under any compulsion to sell, both parties having 
reasonable knowledge of relevant facts.” 

 There are other types of valuations determined by appraisers besides Fair 
Market Value.  Each of these types of values usually results in a different appraised 
price than Fair Market Value.  We will not get into detail of the methods and 
processes of these types of valuations, but it is important that you know there are 
different types of valuations.   
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One of the other types of values is Fair Value.  The fundamental difference 
between Fair Value and Market Value is a willing seller.  The use of Fair Value 
may occur in a situation where a dentist has suddenly become deceased.   

 Another type of value is Investment Value which is the value attributed to a 
particular buyer who may have a higher or lower value simply due to the 
investment opportunity.  Investment value may come into play when a group 
practice views your practice as an optimum location and is willing to pay a 
premium for your practice.   

 The fourth value is Intrinsic Value.  This is simply a derived value based 
upon fundamental analysis of certain characteristics and other facts related to the 
practice.  Intrinsic value would typically only be used on a practice that may be 
publicly held such as a group practice.   

 For simplicity purposes, we will focus on the methods used to determine the 
Fair Market Value since it is the predominately used value.  There are many 
different methods and rules of thumb used to determine the Fair Market Value of a 
Dental Practice.  If you ask ten appraisers which method is the preferred method, 
you may get ten different answers.  The good news is the various methods are 
really a derivation of a few commonly used valuation methods. 

 Before we get started on the methods, I want to discuss the use of rules of 
thumb.  Quite often, I work with clients who tell me: “Dr. Smith from my study 
club told me that my practice is worth 90% of the last 12 months gross production, 
or 1.5 times last year’s earnings”.  Rules of thumb can be applied in most cases to 
give you a reasonable value, but do not rely on it as the only sanity check for your 
practices’ value.  Rules of thumb do not take into account the other variables 
involved such as debt, location, profitability, etc.  I’ve had more than one client 
who has asked me to do an appraisal thinking that their rule of thumb number was 
what the value of their practice should be only to be grossly disappointed when I 
bring them a Fair Market Value 30% to 40% less than what they were expecting.  
So, you can use the rule of thumb as a guide, but not as a final value. 

 With that in mind, let’s discuss some acceptable methods to appraise a 
practice.  The first is the Market Value or Comparable Sales Approach.  This 
approach is fairly simple.  It takes data from comparable sales of dental practices in 
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the area and uses that data to determine various ratios such as a revenue multiplier 
– sales price as a multiple of revenue, asset accumulation – an adjusted book value 
method of determining a practices’ value and finally Capitalization of earnings – 
historical sales price of practices sold as a percentage of pre-tax earnings (adding 
back all owners compensation and benefits).  While the Market Value or 
Comparable Sales Approach is easy to use, there lacks a large enough database of 
historical practices sold to provide for a statistically significant sampling of data. 

 The second method and one of the most common is the Gross Revenue 
Multiplier approach.  It is most common, but most easily misinterpreted.  The 
Gross Revenue Multiplier approach takes last year’s gross revenue and multiplies 
it by X% to determine the value of the practice.  Some use an average of the 
previous three years gross revenues, which may be a little more reasonable.   
 One of the challenges of the Gross Revenue Multiplier approach is the 
calculation of the percentage to be used to multiply by the gross revenue.  
Historical percentages can be used if you can find enough data to support the 
sample size.  That can typically be difficult to do.  Other challenges to this method 
are that it does not typically take into account the age or condition of the 
equipment and practice, the location, the profitability of the practice and how well 
it’s managed, or the trend in the practice health. 

 The Adjusted Book Value or Asset Summation Method is one of the most 
common and accepted methods of valuing a practice.  It simply takes the value of 
the assets of the practice (chairs, equipment, furnishings, leasehold improvements, 
accounts receivable, supplies, etc.,) and adds to it the value of goodwill.  The value 
of the assets of the practice is typically the fair market value as determined by an 
equipment appraisal.  If an equipment appraisal is not available, the next best thing 
is to take the original cost of the assets, divide by its’ useful life and multiply by 
the number of years remaining in the useful life. 

 The value of the supplies is calculated by taking the last 12 months total cost 
of supplies and divide by 12 and then multiplied by 3 to get an average supply 
inventory for sale.  Accounts receivable includes only the current amount through 
90 days past due.  Anything older than 90 days is not included.  An adjustment of 
5% is then done to account for write offs and collections. 
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 A calculation for goodwill is the final piece to add in.  The most accurate 
way of finding this number is to locate comparable sales in the Goodwill Registry.  
The Goodwill Registry keeps a database of historical practice sales and how much 
of the practice value was allocated to Goodwill.   This can help you determine the 
value of your goodwill.  A less accurate way to calculate goodwill is to take the 
last year’s net income and multiply it by a figure of between 50% and 150%.  The 
percentage will depend on the location and condition of the practice. 

 The final method, which is one of my favorites, is the Capitalization of 
Earnings method.  Why is this one of my favorites?  Because this method adjusts 
out all of the “noise” of the practice and takes into account the health of the 
practice.   
 The Capitalization of Earnings method starts with a Profit & Loss Statement.  
Any expenses that are not directly related to the practice such as travel expense, 
dues & subscriptions, interest expense, life insurance, etc., are removed from the 
Profit & Loss statement.  Depreciation and amortization are also removed.   
Finally, all doctors’ compensation including payroll, draws, taxes and other 
benefits are also backed out.  The reason all of these adjustments are removed or 
backed out is to reflect the true picture of the practices performance and true, 
operating overhead.  A dentist’s travel or dues and subscriptions has nothing to do 
with placing a crown, or the profitability and health of the practice. 

 The next step is to determine a capitalization rate.  A typical dental practice 
will have a capitalization rate of between 20% and 45%.  I’ve often used 
comparable sales to determine an acceptable capitalization rate.  The capitalization 
rate should reflect a rate acceptable to an investor given the level of risk involved.   

 After the capitalization rate has been determined you divide the net income 
of the practice after adjustments by the capitalization rate.  This will give you the 
value of your practice. 

 There are other factors that may affect the value of the practice.  There may 
be a lack of marketability factor that may need to be taken into account.  The lack 
of marketability may be due to location, condition of the practice, condition of the 
neighborhood, type of insurances or too much insurance taken by the practice, time 
of the sale, non-compete of the current owner or previous associates, etc.  A lack of 
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marketability can range from 5% to 30%.  It is a somewhat subjective calculation 
that an experienced appraiser will determine. 

 Typically, an appraisal will calculate the value of a practice using a 
minimum of three of the previously discussed methods.  This provides a range that 
the appraiser can provide to the dentist to determine a final value.  Here are a 
couple of examples of the previously discussed methods. 

  
EXAMPLES: 
I. ADJUSTED BOOK VALUE OR ASSET SUMMATION METHOD 

Zachary Zane Top, DDS 
Appraised Value of Equipment (Chairs, Pano, etc.,)   $200,000 
Inventory (last 12 months total supplies/12 X 3)          9,350 
Leasehold Improvements  
 (original cost x years left in depreciation)        32,000 
Goodwill (100% of last years net income)      235,000 
 
    Value Based on Adjusted Book Value  $476,350 

 
 
 
 
II. CAPITALIZATION OF EARNINGS METHOD 

Zachary Zane Top, DDS 
     2014  2013  2012 
Unadjusted Profit       $125,000      $101,000      $95,000 
Add Adjustments: 
 Life Insurance         10,000          10,000          10,000  
 Owner’s Draw         50,000          30,000          20,000 
 Travel            5,000             2,000          0 
 Depreciation         10,000          10,000          10,000 
Adjusted Profit      $200,000      $153,000      $135,000 
Current Year Weight              x 3               x 2               x 1   
Total Weighted Profit     $600,000      $306,000      $135,000  =  $1,041,000 
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     Weighted Total divided by total weight = $1,041,000 / 6 = $173,500 
Net Weighted and Adjusted Profit = $173,500 
  Capitalization Rate          35% 
 Capitalized Practice Value        $495,714  
  
 
 As you can see these can be complex in their execution.  It is important that 

you take the time and get a realistic sellable price for your practice.  Any time you 
involve a lending institution they will require a certified appraisal before 
determining the structure and merit of their loans.  If you have any questions, 
please contact me. 

 
Contact:  Rod Johnston rod@omni-pg.com 

    206-979-2660 
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Chapter Eleven 

The Unplanned Transition 
 
CONTRACTS/AGREEMENTS 

  Are you going to retire in a few years?  Are you expanding your practice 
during early or mid-career?  Is it a sell and walk away transition?  Where do you 
want to be in 5, 10, 15 years?  What are your financial goals and the length of time 
you have given yourself to accomplish them?  The answers to these questions go 
back to your vision of where you are going.  For the purpose of this book, we will 
consider three scenarios:  The exit or walk away sale, the early to mid-career 
expansion through partners, and the winding down (5-10 years) transition with an 
ultimate exit.  Each of these has a multitude of possibilities as to how they could be 
structured.  For the purpose of our discussion I will present only one way for each 
scenario, the way I did it in my own practice, along with countless other transitions 
for Summit clients.  Each of these strategies could be called “Planned Transitions”.   
I will interject one other type of transition:  The Unplanned Transition:  Death and 
Disability.  We all have a “born on date” and “a use before date”.  As we age we 
move closer to that “use before date”.   Many of you reading this will be faced with 
the fact that you are more likely to face death and disability now and in the near 
future than ever before.  We all need to look at the unplanned transition.  Once you 
put together you partnerships, there is a built in solution to this tragedy.  I would 
like to take a moment and cover some “what ifs”.   You are welcome to expand on 
these strategies and roadmaps that accompany them.  By the time we get through, 
you should have a very good understanding of the basics of a successful transition 
as well as the pitfalls to avoid.  
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Death and Disability:  The Ultimate Detour on our Roadmap 
 

 I would like to take a slight detour to cover the sale of a practice due to death 
or disability.  All of us may face this and our spouses and heirs need to understand 
what’s at stake.  You might want to take notes and copy this section and place it 
with your will or give it to your spouse.  Legally this would be called a “Memo of 
Direction”, and describes the steps and order by which your survivors would 
dispose of your practice in the event of your unexpected death or incapacitation.  
This would be considered an unplanned transition.  Unplanned transitions are crisis 
driven and typically occur when there is a sudden or unexpected event. These 
unplanned transitions are very difficult and much less profitable. 

 Sometimes you are faced with selling or buying a practice after the selling 
doctor is deceased or permanently disabled.  This could happen because there was 
no planning, and the seller didn’t care about the eventual sale, or there could have 
been a sudden accident or death.  Often times this is an incredible opportunity for a 
buyer. 

 In any event, time is of the essence.  The patients suddenly have nowhere to 
go and loyalty gives way to need.  If there are close friends who could cover for 
emergencies, get them into action.  I actually signed a contract with 5 different 
dentists when I first started out to cover a deceased doctor’s practice for the 
spouse, one day a week for 6 months.  In this way we had teamed together in order 
to provide some security for the heirs of the estate while maintaining the value of 
the practice.  I would recommend doing this as soon as possible for your practices.  
In case of death or permanent disability, the surviving spouse and legal counsel 
need to move quickly.  Immediately put out feelers to all other practitioners in the 
community who may be interested and to anyone else they might know. 

 The highest value will be received for the practice if a buyer for the whole 
practice, office, and equipment can be found.  If you split it into patient records 
and equipment sold separately, the value will plummet to 20% to 40% of one 
year’s gross. 

 Advice to the seller:  Get as many negotiations going as fast as possible, 
planning to close within 60 days or less.  Make sure you have trusted professionals 
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covering the practice who won’t accept these patients into their own practice.  
Negotiate with any interested party, because you don’t have time to check out who 
is really serious.  Have your attorney prepare a letter of intent requiring at least a 
10% non-returnable deposit.  This will insure that the potential buyer is serious.  
I’d say the first serous offer anywhere near 50% of the last years gross may be the 
best offer, and should seriously be considered. 

 The key employees should definitely be told their jobs are secure, and kept 
on the payroll so they can help in the transition.  Hopefully they will stay and help 
the buyer, as well as help the covering doctors. 

 Get all the financial records for the last three years, and any other pertinent 
data for the buyer to analyze.  Keep the office open to personally answer all phone 
calls and to admit prospective buyers by appointment.  I’d suggest that any doctor 
sign a non-disclosure and non-solicitation agreement before being permitted to 
view the records saying they won’t disclose any information they obtain, and won’t 
directly solicit any patients whose names they discover. 

 Advice to a buyer:  Act fast.  Don’t delay, because someone may buy it out 
from under you.  The value to you will drop faster than the price will drop, so 
wasted time equals loss of opportunity.  While I think a fair deal would be to give 
the seller a percentage of the receipts for two years, say 20% to 30% of the fees 
collected on the patients of record at the time of the sale, it’s more likely they’d 
want a fixed sum, so offer between 30%-60% of the last twelve months collections.  
If you are only buying records because you have a practice nearby, then 25% to 
40% would work.   Do keep as many key practice employees as possible to aid in 
the transition period.  Establish a way to incentivize them by paying a bonus on 
production from the practice.  Hire a good answering service or forward all calls to 
be sure you get all messages from the practice.  

 Write a letter that will be signed by the spouse of the deceased professional, 
and any long term staff, telling the patients how the practitioner intended to bring 
another doctor in to help him with patient care, and Dr. Buyer is just the type he 
would have wanted.  List your credentials, honors, and that the staff will aid in the 
transition of the patients care.  Let the patients know that they are all behind the 
new professional.  Send this letter the day of the closing.  Because time is of the 
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essence, get the letter written while you are still negotiating, and get a service to 
print and label the envelopes fast.  The letter should start by saying that the staff 
and spouse regret to inform the patients that Dr. ________ (died suddenly, has 
become disabled, etc.) and that in the patient’s interest, Dr. Buyer has taken over 
the practice of Dr. Deceased to avoid confusion.  All files and records are being 
maintained.  Remind the patients of the 24-hour emergency telephone coverage 
and your total availability to help the patients keep their regular recall 
appointments and complete their ongoing treatment.  We recommend sending the 
same letter a second time, approximately 10 days later.  Since you’ll be sending 
two letters to the same people a week or two apart, get two sets of envelopes and 
labels printed as soon as possible. 

 Get staff to call all scheduled patients: Those who have work under progress 
or have future appointments to let them know that, considering the circumstances, 
things are under control and the buyer is a good person who will keep things 
rolling, and that the staff will be here to help. 

 Go out of your way to get the existing staff involved in planning strategies 
for the transition.  If there is anyone you really can’t work with, they’ll have to go, 
but make sure you make every effort to keep current staff.  One legal concern is to 
be sure that any existing contracts, leases, and assets can be legally transferred to 
you, the new owner.  It would be terrible to purchase a practice only to be 
informed that your lease terminates or is voided because of a technicality.  It would 
be equally bad to discover that you must re-sign a 5-year lease or face penalties 
without knowing that in advance.  Many leases terminate on the death of the 
professional and they cannot be transferred.  I hope this will give you some insight 
into a challenging situation. 
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Chapter Twelve 

 
The Walk-Away Sale 

 
     The first transition scenario we will cover is a final sale or walk away.  Even 

if you are planning on selling only a fractional share of your practice, you will 
someday be selling the remaining portion of your practice and walking away.  
With this in mind, everyone should read this section in order to properly structure 
the initial fractional sale(s) in such a way as to maximize the ultimate final sale.   

The legal agreement for the straight buy-sell of a dental practice may contain 
provisions or parts, which would not ordinarily be as necessary in a fractional sale 
transition.  In a straight buy-sell, where one party would completely replace 
another in the take-over of an on-going business, certain considerations and 
safeguards may be needed for the protection of one or the other of the parties.  This 
is especially true where a senior doctor might be departing from the area and 
perhaps unavailable following the transaction.  Such additional considerations 
might include, but would not necessarily be limited to, the following: 

(1) The depositing and handling of earnest monies.   
(2) Trying to obtain greater security on any promissory notes from the buyer, on 

such things as perhaps his or her personal property. 
(3) Security guaranteeing the buyer’s obligation on the seller’s lease of the 

premises. 
(4) Security of the lease of the premises such that in the case of the buyer’s 

defaults, the seller would retain use of the premises. 
(5) Assignment and terms of a lease or sublease. 
(6) The fair handling of the collection of seller’s accounts receivable (lack of 

attention to the A/R on the part of the buyer could lead to loss of income to the 
seller OR overly aggressive collection efforts on the part of the seller could 
damage patient relationships for the new owner). 
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(7) The length of time that the seller’s name would be used as a part of the 
practice. 

(8) The definition and acceptability of the announcement letter, which in this 
case would presumably be done by the seller and perhaps following his or her 
departure. 

(9) The necessity of the buyer’s obtaining warranted information on the terms 
of employment of existing employees. 

(10) Assurance of equipment condition. 
(11) Condition and inventory of supplies at the point of closing. 
(12) The transfer, completeness and accuracy of patient records. 

The final sale:  You are retiring or moving on to something else and will no 
longer practice.  You may be asked by the buyer to stay on for a short time period 
of two to four months for introductions, but you do not plan to perform dentistry in 
the practice after the sale.  After the transfer of ownership but prior to your leaving, 
there are several areas that need to be understood and addressed.   

• You may decide to stay on as an Employee.  We call this a “reverse 
associateship”.  It would be a mistake to stay too long or to continue 
to do dentistry for any length of time.  I have never seen a reversal of 
employee/owner positions that lasted more than about 6 months.  It 
usually ends in the senior doctor being fired with a non-compete in 
force.  The young doctor and staff are at a crossroads in their careers.  
The staff always looked to you for leadership and direction, and they 
will want to continue this.  The young doctor will have made a 
sizeable investment and may have different ideas of where the 
practice should go.  There is a tug of war brewing just under the 
surface.  The young doctor wants to appear in control and the retiring 
doctor will have trouble letting go.  If you continue to practice, you 
will add a third component to the mix:  The patient, who has already 
been here longer than the new doctor, will of course want you to do 
their work.  This will undermine the young doctor’s self-worth and in 
a way be stealing production from their new practice.  They can ill 
afford to have even a small percentage of the profits go into your 
pocket.  Think about it.  The average dental practice has a 67%-75% 
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overhead without the debt service incurred in buying a new practice.  
The young doctor must be able to control the leadership, direction, 
and profits of their new practice.  Some advice may be offered, but 
just make sure you are a help, and not a hindrance.  Try to put 
yourself in the young doctor’s shoes.  Far too many senior doctors, 
with the best of intentions, sabotage an otherwise good relationship by 
their inability to let go and truly retire.  If the staff cannot make the 
transition from one doctor and one direction to the new doctor and 
new direction, they will find themselves without a job.  Statistically, 
75% of the staff will be gone within the first year, and at least 1/3 of 
the patients will change practices.  I am sure they all said:  “That is 
not the way Dr. Seller did it.”  It is difficult, but your time in this 
practice has passed:  Move on. 

 
NOTE:   The timing of when the staff and patients should be notified of an 

upcoming transition can be important.  In a straight sale, it is sometimes felt that it 
is better to give little or no advanced notice of an owner’s selling intentions.  The 
reasoning for this is that employees and patients might then be less apt to change 
to another dental practice than if they’d had advanced notice and time to 
contemplate the change.  

The drawback of this is that it would be difficult to keep such plans confidential 
from the staff and, if they were surprised by such a move or if they learned of the 
plans from another source, they would probably become distrustful.  Also, if the 
staff were not notified, the junior might not have an opportunity to observe the 
operation of the office or meet the staff beforehand, unless these things were done 
under false pretenses.  The inability to openly meet the staff would be a significant 
drawback to a buyer and could adversely affect the outcome of the whole practice 
takeover. 

     In a fractional sale transition, however, the confidentiality of the plans 
would not ordinarily be an issue because, with the senior remaining in the 
practice, there would not likely be much management change for some time.  Staff 
notification, therefore, would probably be better done as soon as the senior’s 
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transition plans were reasonably definite and this would avoid the above 
consequences. 

     One consideration in the success of any kind of a practice sale is the 
continued employment of at least key staff members.  Without prior notification, 
there is always the risk of such termination at the critical time of the change and 
this could have adverse effects on the transition or sale of a practice.  With 
advanced notice, however, especially in the case of a phased transition, any such 
termination might be averted or, if termination were to occur, it would tend to be 
earlier and less disruptive to the practice.  The retention of key employees is often 
attempted to be incorporated into a practice sale agreement.  However, this could 
be difficult to accomplish and enforce. 

     A consideration for the retention of key staff members might be to 
compensate them with a bonus, perhaps payable after six continuous months of 
employment (contingent upon meeting certain production and profit goals). 

     Contrary to what might be expected, the announcement of transition plans 
by a senior considering retirement, especially one approaching retirement age, 
would usually not be unexpected by the staff.  They are usually intuitive enough to 
sense such an upcoming move.   

     Usually employees would be able to understand that a gradual transition of 
this nature would be much easier for them to adjust to than the otherwise abrupt 
change involved in a straight sale with new ownership. 

     Once such staff notification had been made, it would be important to keep 
those communications open--with staff meetings, etc.--in order to try to allay any 
undo apprehensions about the upcoming transition and avert possible termination. 

     The staff’s confidence about a transition is especially important.  They 
should not only be able to accept the move, but genuinely support it as well.  
Unfortunately however, this is not always the case and then it is equally important 
to try to identify those employees who may remain resistant to the move.  This 
identification is sometimes difficult however, because it can be in the form of 
“hidden agendas”.  Once such employees are identified, it is not only important 
that they be dismissed, but that this is done promptly.  Otherwise, any such 
negative attitudes can have a significant adverse effect, not only on the rest of the 
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staff, but on the patients and the practice as a whole.  Furthermore, these attitudes 
can be of particular influence on a junior candidate and easily influence him or 
her against coming into the transition to begin with.  Unfortunately, the employees 
most likely to project these negative feelings can be those least expected; those 
who may have been under employment the longest and most relied upon by the 
senior.  In fact, these are often members of a senior’s family.  For these reasons, 
the outside advice of an experienced consultant can be of particular importance in 
identifying such problems and this is best done even before the process of 
interviewing applicants begins. 

     Once the staff had been notified and any dismissals made, the remaining 
staff should then be involved in the process of interviewing candidates.  The staff’s 
input in the selection of a candidate should not only be sought, but can be of 
considerable assistance to the senior.  

     It is important for seniors to be aware however, that with such interviewing, 
any remaining negative influences of the staff at this point can sway a junior 
candidate; therefore, caution should be used about private meetings between the 
candidate and staff members.  Furthermore, the candidate should perhaps be 
warned of this possibility beforehand and asked to advise the senior of any such 
negative attitudes. 

     In specialty practices such transitions can be particularly beneficial.  Here, 
it is the retention of the referring dentists that is critical.  In a fractional sale 
transition, referring dentists can generally be retained because during the 
transition the two specialist dentists would usually be practicing together for a 
significant period of time.  In a straight sale, however, with the more abrupt 
change in specialists, referring dentists would tend to stop referring to the new 
buyer.  This would, therefore, significantly reduce the practice value.  Because of 
this, phased specialty transitions usually gain a significantly higher sale price for a 
seller and they are likewise worth more to a buyer.  For typical specialty practices 
therefore, a transition of at least one year is recommended.  This can be, for 
instance, a simple transition where the buyer or junior doctor stays an associate 
for a period of time.  Because the buyer’s market in specialty practices can be 
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greater than in general practices, however, specialty owners may have fewer such 
options. 

     The relative benefits of a phased specialty transition would depend upon the 
specific specialty of the practice involved.  The sales price would be more affected 
in specialties such as oral surgery, for instance, where referrals from other 
dentists are a primary source of patients; and less affected, in a specialty such as 
pediatric dentistry, for instance, where referrals from existing patients, rather than 
other dentists, are more common and where existing patients remain longer as 
ongoing patients of the practice. 

 
• The Patient Relationship Cycle:  The buying doctor has a weak 

relationship with your patients.  The patients feel that they don’t really 
have a choice in the matter.  The patients desire you as their dentist 
and not the young doctor.   Your job is to help them choose the one 
that you chose.  

• The Team Relationship Cycle:  The buying doctor also has a weak 
relationship with the team.  The team often feels confused, not valued, 
concerned, and a little distrustful of the new doctor.  Just like the 
patients:  The team wants the old doctor, and might eventually leave.   

• The Patient – Team Cycle:   If the old team leaves, the new doctor is 
forced to hire a new team.  Because the new team has a weak 
relationship with the patients, the patients leave.   

• There will be a temptation to carry the note on the practice.  Even a 
portion of the note would be a mistake.  Yes, you would have passive 
income from the interest earned on the note.  The risk is that they 
default on the note.  If you are carrying only a small part, you will not 
receive your portion until the bank is paid.  If they declare bankruptcy, 
you and the bank get nothing.  If you carry the entire note, you have 
no remedy and may end up getting the practice back after a couple of 
years in a horrible state with additional loans against it that you would 
be forced to honor if you went back into that office.  Also remember 
that few if any of your staff would have survived the transition.  You 
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are now forced to go back and start all over.  You do not want to do 
this.  The only option is to require the entire note to be paid up front 
by outside financing. 

• Make sure your contract has language for a “Release of Liability” 
called an Indemnification Agreement.  This protects you from your old 
practice debts or the assumption of new ones without your knowledge 
and any general, malpractice, or litigation liability.  We need to 
legally cut the umbilical cord.  We want nothing to come back and 
bite us.  You will have the new owner and yourself sign an 
Indemnification Agreement.  This releases you from all practice 
liabilities or future litigation.  It also indemnifies the buyer against 
liabilities incurred by the seller prior to purchasing the practice.  Prior 
to using this type agreement or any other contract, you must have your 
attorney review and create the final form of the contract or agreement.  

• If you own your building, be sure to have a triple net lease drawn up.  
There is a possible long-term problem with this.  Initially the new 
doctor will find practicing in the existing building to be an advantage.  
They do not have to come up with more money to purchase it, and the 
patients are familiar with the location.  The negative is that it probably 
needs renovation, new equipment, and may be in the wrong location 
for continued growth.  All of this really doesn’t come to a head until 
the anniversary of the renewal of the lease.  At some point in the 
second or third year, the young doctor realizes that the location isn’t 
that great and the money they spend on rent could provide ownership 
in a better location.  If this happens, you will never be able to re-lease 
the property to them a second time.  You will also find that because it 
is purposely built for a dental office, it is difficult to find another 
tenant without significant landlord modifications.  Let me offer an 
alternative. Knowing what is going to probably happen, you might 
consider doing a lease/purchase agreement.  They lease the building 
with a triple net lease for 3-5 years, but at the term of the lease they 
buy it for the average of two appraisals.  They do the final inspection 
the day the lease begins, and sign the contract to purchase the entire 
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office, but actually consummate the purchase in a few years.  You will 
need everything that you would commonly need in any sale of a piece 
of property like a survey and title search.  They will probably want to 
do an official inspection at their expense before signing the 
documents.  You get the best of both worlds:  Passive lease income 
along with a sale at the end of the lease.  All of this is done prior to 
the young doctor deciding 2 years into the lease that the building is 
run down and the location is terrible. 

• Ethical and liability issues: 

1. Be careful of overstating the case.  In other words, don’t say 
anything that is not absolutely the truth.  Don’t try and make 
something better than it really is. 

2. Ensure the accuracy of your representations, especially any 
numbers you give the potential buyer:  Number of new patients, 
production, collections, overhead, staffing issues. 

3. Be sure your contract specifies remedy and the procedures to be 
followed if there is a dispute:  Binding Arbitration Agreement. 

4. Don’t set up the buyer to fail. 

 
     To help with the retention of patients and the overall smooth transition 

of the new owner, I have included a Letter of Introduction for the new 
doctor.  Feel free to use this or re-write it.  Just keep in mind that you are 
trying to convey the fact that this is the doctor you always wanted and this is 
the doctor that you request them to continue to use. 

 
Example of an announcement letter: 

 
Dear _____________________, 
I am happy to announce my new partner, Dr. _____________, whom you may 

have already met.  Our partnership now allows us to expand services and extend 
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office hours.  We are particularly pleased to let you know that our office is now 
open six days a week, including some evenings and most Saturdays.  We’re also 
making a number of other improvements: 

- Just recently we installed a new computer system. 
- Soon we’ll be remodeling and adding additional equipment. 
- We are purchasing a new video camera that enlarges details of your mouth on 

a screen to provide a better diagnosis.  For the first time, this lets you see what we 
see. 

- The latest cosmetic procedures we’re already providing include porcelain 
facings and fillings, bonding, sealants and enamel whitening. 

I first met Dr. _____________ when he was a student of mine at the University 
Dental School and it was there that I became impressed with his ability.  Now, he 
is an instructor at the school himself.  Early in our association, we discovered that 
we had other things in common, including being native Texans. 

Dr. ______________ selected this office because of our primary objective to 
provide superior quality dentistry.  I chose him because he brings two essentials to 
the practice:  He is an outstanding clinician and a caring dentist. 

What does this quality mean to you?  It means providing personalized care, 
taking the time to listen to your dental concerns and explaining the choices of 
treatment.  Technically, quality means attention to detail, and that requires time.  
This meticulous detail ensures that fillings, crowns, dentures and caps last longer 
and look more natural. 

I want to personally thank you for your trust in letting us care for your dental 
needs.  Dr. ______________ and I are both looking forward to continuing to do so 
for many years to come (no, I’m not retiring). 

Sincerely, 
_____________________________ 
 
P.S.  I especially want to thank you for referring your friends and family to us 

over the years.  We hope you will continue to do so because this is the main reason 
our practice keeps growing. 
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     For those of you who are considering any sale, I have included a Letter of 

Intent.  This would be used to spell out in broad-brush strokes what you and the 
young doctor intend to accomplish.  This would be used for both a walk away type 
of sale as well as a fractional sale of a portion of your practice.  While not a 
binding contract to purchase, it is like you just got engaged and are shopping for 
the ring.  Any time you can get the young prospect to sign a document, and pledge 
a small amount of earnest money, you move closer to the goal of a sale.  The final 
documents or contracts of sale would follow latter after you and the young doctor 
worked out all the details.  This Letter of Intent forces both parties to state the 
purchase price, and term to close.  It will force you both to pony up to the table and 
make some final decisions on when, where, and how this will happen.  You will 
notice that an allocation schedule is included in this LOI. 

 
Letter of Intent to Purchase 

 
This Letter of Intent is for the purpose of purchasing the general dental practice,   

   (Name of Practice) owned by    (Name of Seller) and 
located at        (address, city, state and zip).  This 
letter of intent to purchase is being executed by      (Name of 
Purchaser).    

                                                                                       
1. Consideration: The consideration payable by Purchaser to Seller shall be: 

 
 ($  000)        Thousand Dollars 

 
 

2. Representations:  Seller warrants and represents that he/she is the owner of, and has good 
and marketable title to, the dental practice and all of the assets that are to be sold, and that 
they are free of all encumbrances, liens and security interests. 
 

3. Allocation Schedule:  The allocation of purchase price (IRS form 8594) will be approved by 
the accountants for the purchaser and the seller. 
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 The purchase will include but not be limited to the following: 
 Dental Equipment  
 Accounts Receivable Balances  
 Consumable Supplies 
 Furniture and Business Equipment 
 Goodwill 
 Restrictive Covenant  
 

4. Acceptance: Acceptance by both parties no later than midnight    
 __________(date)  

 
 

5. Conditions:  This Agreement is subject to the following conditions: 
 
a. A confidentiality agreement shall be executed between purchaser and seller before 

inspection and review of practice records. 
b. Purchaser’s inspection and review of practice, including A/R aging, charts, physical 

inspection of practice etc. 
c. Approval of all agreements and documents by accounting, legal and other advisors of 

both the Seller and the Purchaser 
d. Satisfactory Lease Agreement entered into between current building Landlord and  

     (Purchaser). 
e. Purchaser’s ability to obtain satisfactory financing. 
 

6. Supplies, Equipment and Merchandise:  The seller agrees that after this letter of intent has 
been executed, he/she will continue to maintain a usual and customary level of office and 
dental consumable supplies until the practice or a fraction of the practice has been 
transitioned to the new owner.  Additionally, after the letter of intent has been executed, the 
seller will not purchase, or contract to purchase, clinical merchandise or equipment without 
obtaining the purchaser’s approval to do so.  Unless approval has been given by the 
purchaser, the purchase of replacement of additional equipment and merchandise will be the 
seller’s responsibility.  In the case of a partnership transition, once approval by the purchaser 
has been given for the purchase of additional merchandise or equipment, the purchaser will 
be obligated to share the cost of the improvements relative to the percentage of the 
partnership entity purchased.     
 

7. Purchaser agrees to assume the practice yellow pages obligation, practice URL and website, 
and other similar periodic obligations which the seller will identify prior to closing.  
 

8. Non-Compete:  Seller will enter into an Assistance and Non-Compete Agreement.  The non-
compete covenant will be defined by _____miles and _____years.  ____________________ 
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will be allowed to practice locum tenens, or assist in times when asked to aid in cases of 
death or illness and as a volunteer.   
 

9. The purchaser shall pay the required use (Sales) tax on the transfer of the assets. 
 

10. Insurance.  If the Seller continues to provide professional services after the ownership 
transition, he/she agrees to maintain malpractice insurance.  Additionally, if he/she retires 
from actively treating patients, he/she agrees to purchase “tail” malpractice insurance to 
provide for cases based on his/her performance prior to retirement.  Purchaser agrees to 
purchase life insurance naming Seller as beneficiary up to the balance of any note owed to 
Seller and maintain such insurance until the note is paid in full.  Purchaser agrees to maintain 
contents, disability, malpractice, and liability insurance until any debt to Seller, or other 
lender, is paid in full. 
 

11. Patient Treatment.  For a period of time following the closing date, if, in the judgment of 
Purchaser and the Seller, it becomes necessary to retreat for services previously rendered by 
the Seller, the Purchaser will notify the Seller and give him/her the option to do the 
retreatment himself/herself or to be charged for the services rendered by Purchaser at 50% of 
Purchaser’s normal fee(s).  If the Seller has provided general dentistry services, the 
warranted period of time will be defined as eighteen months for fixed prosthetics from the 
day they were seated and one year for other services from the day they were completed.  
Seller’s use of the facility for the purpose of family treatment and other patient treatment will 
be at a time agreeable to the Purchaser.  Seller will be responsible for expenses associated 
with that treatment, including, but not limited to, supplies, employee compensation, and 
laboratory fees.  With regards to ongoing treatment, the Seller will be provided the 
opportunity to complete treatment that he/she has initiated.  An exhibit will be created at the 
time of closing so that the treatment in progress can be identified by the Seller and/or 
associate doctors employed by the Seller.  
 

12. Notification to Patients.  If the Purchaser requests he/she do so, the Seller shall notify the 
patient base and/or referral base that the Purchaser is coming to the practice and urge them to 
continue to use the services of the Purchaser.  Said notice shall be in the form of a letter on 
Seller’s letterhead.  The expenses for the mailing will be the Seller’s responsibility.  
Purchaser shall have the right to help compose the transition letter. 
 

13.  Acknowledgement. The foregoing is a statement of present intent.  Any rights and 
obligations to the parties shall be only as set forth herein and shall be subject to the execution 
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of agreed to agreements.    The final terms of this transition shall be contained in the 
Purchase and Sale Agreement between the parties.  However, the parties anticipate 
proceeding to final agreement based upon further good faith negotiations from the 
principals set forth in this Letter of Intent.  Therefore, the parties involved in this 
Letter of Intent understand that until further negotiations become futile, the Purchaser 
will not consider other practices to purchase and the Seller will not consider other 
purchasers.  Purchaser and Seller acknowledge that this Letter of Intent is only a summary 
of the key items of the proposed purchase, and both parties agree to enter into a mutually 
agreeable Purchase and Sale Agreement prior to closing.  Both parties further agree that they 
are personally responsible for their separate legal and accounting fees with regard to this 
transaction including document preparation. 
 

14. Practice Information.  All material financial and other information and records shall be 
provided by Seller to Purchaser.  Purchaser should consult with his/her accountant, attorney 
and/or other advisor regarding the legal and tax effect of the figures and information 
presented. Consultant has not audited the Seller’s practice information or records and makes 
no representations or warranties regarding such information and records, or the future 
business potential or income of the practice.  Purchaser and Seller hereby further 
acknowledge and agree that Consultant has no duty to discover any inaccuracies or to 
otherwise investigate the accuracy or completeness of any of the information provided to 
either party in connection with this transaction, and that Consultant makes no representations 
that Consultant has either reviewed such information or records or passed upon their 
accuracy or completeness.  Purchaser and Seller agree to indemnify, defend, and hold 
Consultant harmless against any and all claim which may arise in the event that any of the 
financial or other information and records provided to Purchaser are inaccurate, incomplete 
or do not fairly represent the condition of the practice. 

 
15.  Seller’s Subsequent Employment.  It is recognized that Seller may choose to be an 

Associate with the newly formed entity.  If Purchaser and Seller agree in writing, after 
closing, Dr.    shall enter into an employment contract with the new entity. 
 

16. Counterparts.  This Agreement may be executed in counterparts, and each executed 
counterpart shall have the same force and effect as an original instrument as if all Parties to 
the counterparts had signed the same instrument. 
 

17. Consideration / Ernest Money:  One Thousand Dollars  ($1,000)  
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18. Closing:  Closing shall take place as soon as the conditions set forth in Section 7 are 
satisfied.  The parties agree that target date for the closure is:       

 
 

Purchaser Acceptance: 
 
_________________________________________ Date: _________________________ 
Purchaser Name (Signature) 
 
 

Seller Acceptance: 
 
_________________________________________ Date: _________________________ 
Seller Name (Signature) 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 



124 
 

Chapter Thirteen 
 
 

 I have worked with Jonathan Moffat and his dad for years.  One of the 
things I hold as sacred, is making sure that I only introduce specialists to my 
clients and friends that I completely trust and who have a track record of integrity 
and a history of success.  I would like you to read, and then reread his chapter.  
This book, along with any transition would be would fall woefully short if we did 
not include some instruction on what to do with the equity you are removing from 
the sale of your practice.  I rarely find doctors who are struggling in business that 
aren’t also struggling at home.  This has never been truer than when we deal with 
money.  This chapter underlines the importance of a sound financial plan not just 
for your transition, but, more importantly, for your life.  With the right plan and 
proper execution, you can have the life you always thought you would have:  
Security for you and your family, contingencies regardless of the economy, and a 
legacy that insures your wishes survive your life.  (MA) 
 
 

Meeting Your Life Goals by Jonathan Moffat 
 
 
 For years, when you heard the word “Transition” everyone would think you 
were selling out and retiring.  Today, a transition could be an exit strategy, or just 
the natural expansion and growth of the Super General Dental Practice that Mike 
talks about as the key to the future of Dentistry.  Regardless of why you are 
reading this book, I will have to assume that this transition is part of a larger desire 
on your part to create a sound financial future for you and your family.  That’s why 
each of you needs to take the necessary time to stage this transition with the end in 
mind.  In the past, most dentists considered the sale of their practice as the 
cornerstone in their retirement funding.  Not so today.  Debt, savings, and planning 
your financial future should have begun the day you began practicing, and the sale 
of all or part of your practice should be just a small part of the overall plan toward 
financial independence.  Financial security creates choices and options that most 
will never have.  I want to take the time to layout the basics of how the top 3% of 
dentists who will become financially independent approach staging growth and an 
exit plan. 
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 Anyone who has met me has most likely heard me talk about my two 
grandfathers. They were both doctors: One an Orthodontist and the other an 
OBGYN. Both of them had extremely successful careers, great relationships with 
their families and both were very involved in their church and communities. 
However, there was one thing that they were very different in: The quality of life 
each lived after their careers in healthcare were over.  
 
  
 My Father’s dad, the Orthodontist, spent his career investing in great 
business ideas and putting money in flashy tax saving vehicles that turned out to 
have more risk than reward. In 1997, at age 63, he suffered a heart attack that led 
to him not being able to continue practicing and as a result living the remainder of 
his life in a depression from not being able to do what he loved to do most.  Being 
an Orthodontist was who he was.  It was his identity. He did not have a plan in 
place for life after being an Orthodontist. Instead, he just let it happen.  
 
 
 In complete contrast, my Mother’s dad had a plan. He invested his money in 
opportunities that he was familiar with and had knowledge about like buying 
farmland and medical and commercial buildings.  He took a conservative approach 
with his investments in the stock market. He was always getting second opinions 
and meeting with his team of advisors regularly to make sure he was on track to 
meet or exceed his goals. He chose to retire at age 64 and he and my grandmother 
are still alive today. They have lived a long, healthy and happy life. They have 
been able to travel the world, attend weddings and graduations and do just about 
everything they ever wanted to do, including spend time with their 15 
grandchildren and 24 great grandchildren. They are truly leaving a great legacy 
with lots of financial options.  
 
 
The three things YOU need to do in order to have the greatest probability of 

success in achieving your goals. 
 
 Several years ago Dr. Abernathy was having a practice transition workshop 
in Dallas that he invited me to be a part of. One of the opportunities each attending 
dentist had was a one on one meeting with Dr. Abernathy to talk about their 
specific situation. As I sat there and took notes I was so surprised at what I heard. 
Here were these dentists that had successful practices, what appeared to be a good 
standard of living, seemed to be happy with life but when Mike asked them, “How 
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much do you have saved for retirement?” the answer was almost always, “Not 
enough!”  
 
 Many blamed the stock and real estate markets, their ex-wife (or wives), 
themselves and one even said he was scammed out of a large sum of money. 
Although these may have been the real reason these doctors felt like they were not 
prepared financially for a life after dentistry, I believe that everyone should have a 
sound plan in place that will get you to your goals regardless of the things that are 
out of your control. You shouldn't have to settle for a plan that only gets you to 
your ideal life if your investments perform by “X” %, or if you sell your practice 
for “X” dollars. You need to make sure that you have these three things in place in 
order to have the greatest probability of success in reaching your goals: 
   
  1. The right team in place 
  2. A written step-by-step plan of action (not a financial plan) 
  3. Regular meetings to review your action plan 
 
 
1. The right team in place:  
 
 If you are like most of the dentists we speak with, you probably have several 
people that give you advice in your professional and personal life. These are 
people like your CPA, Financial Planner, Investment Advisor, Insurance 
Representative, and Attorney. You are paying each of these individuals, either 
directly or indirectly (commissions, asset fees) to tell you what you should do in 
various parts of your life. The two questions I would ask are:  
 
How can someone give me advice if they have never spoken with my other 
advisors or looked at every single piece of what makes up my financial life?  
 
     AND 
 
How can someone give me a recommendation if they have not taken the time to 
understand what my goals are or what’s most important in my life?  
 
 What we see instead is a collage of products and investments that when 
asked why the doctor has these products or investments he or she responds, 
“Because I was told I needed it.”  
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 There is a better way.  
 
    
 In order to make sure that you are truly getting the best, unbiased advice, 
you should have two teams in place. The first is called the Oversight Team. Their 
job is to make sure that your plan is clearly communicated to the rest of the team. 
This Oversight Team looks at your entire financial picture and understands every 
part of it so they can give specific directions to your second team: the 
Implementation Team. This second team’s job is to implement the 
recommendations of the Oversight Team and the Oversight Team makes sure that 
the Implementation Team is implementing everything exactly as they are supposed 
to. By setting up your team of advisors like this you have created a checks and 
balances system with your advisors.  
 
 
 Fee for service vs. Fee only advisors 
 
 
 Many advisors have tried to trick the public by calling themselves “Fee 
only” advisors. This means that they will charge a fee for managing your money. 
When you are picking your Oversight Team you want to make sure that they are 
“Fee for service”. In other words they charge a flat fee for their service.  This fee 
should not be based on how much you have to invest or how much you make.  
  
  
 You will want to ask them if they will make a commission on anything they 
recommend to you? Are they affiliated with any company or group who they will 
be recommending you work with? And if they are, will the advisor have any 
financial gain from that recommendation or from you working with any group they 
recommend?  
 
 
 Something many advisors are doing now is setting up an independent “Fee 
for service” company (sometimes called an RIA) and then setting up a different 
company under a different name where they can sell insurance products and 
investments once you become a client. You want to make sure that your Oversight 
Team is completely separate and will have no financial gain from any 
recommendations they give. 
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Perform due diligence on any and all advisors before you decide to hire them.  

• If you are hiring them to give you investment advice ask them to send you 
their ADV part 2. This form will have a list of any disciplinary action the 
advisor has had and will list their education and experience.  

• Check their name and licenses with the state insurance commissioners 
website if they are insurance licensed. (this will be printed on their business 
card)  

• Perform a broker of record check at www.finra.org if they are securities 
licensed. If they are not securities licensed, or do not have any related 
designations, ask them why?  

• Always ask for references to call.  Then be sure you actually call the 
references. 

 
  
2. A written step-by-step plan of action (not a financial plan): 
 
 
 When most of us think of a financial plan we think of a leather binder filled 
with numbers, colorful pie charts and bar graphs, and an uncomfortable 
conversation with the person who prepared the plan about how much additional 
life insurance we need or how annuities are the best thing that’s ever happened and 
why we need one. The problem with the financial plans that most of us are used to 
seeing is that they do not tell us exactly what we need to do in real life to achieve 
our goals. Instead, the financial plan is used as a tool to sell you a product. The 
“planner” is selling you a product to help you reach your goals, not a plan of action 
to get you there. 
 
 The Greatest Probability of Success action plan (GPS) is a written step-by-
step plan of action that is based on your current situation and gives you specific 
action items to follow to get you to where you want to be in the future.  The GPS 
tells you exactly what to do from now until the next meeting in a few months. This 
way you can measure the success that has been made since the last meeting and see 
how much progress you have made towards achieving your goals. The GPS is 
something that most doctors have never experienced before. Think about it: If you 
had a list of things that you needed to complete in a specific time and you knew 
that completing the items on the list meant getting closer to your ideal life, do you 
think you would follow that plan? 
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 In addition to the step-by-step action plan for your life, each of your 
individual goals should have a specific action plan in place outlining year-by-year, 
month-by-month what needs to happen in order for you to have the greatest 
probability of realizing your goals. Think of it as a Goal Blueprint. These Goal 
Blueprints should be looked at and analyzed at least once a year to make sure that 
you are on track. If something unexpected comes up, this should immediately be 
taken into consideration and an alternate Blueprint should be created. The key to 
successfully reaching your goals is constant oversight and modification to the 
Blueprint.  
 
 
Which leads us to the third and final point: 
 
 
3. Regular meetings to review your plan: 
 
 
 A survey done by Zurich-based financial consulting firm, the de Vere 
Group. The survey asked people with at least $1 million in investible assets what 
they most regretted, financially speaking.  
 
The answers?  
 

1.  Not having put in place a regularly reviewed financial plan early in life.  
 

2. Not consistently scrutinizing personal investments, or having them 
objectively reviewed. (Objectively means not by someone who wants to sell 
you something in return. Rather, paying a flat fee for the independent 
review.) 

 
3. Taking on unnecessary debt.  

 
 How effective can a plan be if it is never looked at or reviewed after its 
creation? Think about it as if it were a patient in your practice. If you create a 
treatment plan and then the patient doesn't come back in to see you for several 
years. What are the chances that this patient’s mouth will be better or even the 
same?  
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 The point is that things change, life events happen, and your action plan 
needs to be reviewed often. It is suggested that you meet with your advisors at least 
two times a year and we recommend three times or every four months so that 
nothing is missed throughout the year. In addition, you will want to make sure that 
your Oversight Team is meeting regularly to discuss your plan, the progress being 
made, and any specific recommendations.  
 
 
 Ask your advisors how often you will be meeting and what will take place in 
each of these meetings. Make sure that they have a clear plan in place for each time 
you will meet. 
 
 
 Our clients are able to have a high level of confidence in achieving their 
goals because we have made a P.A.C.T. with them. Take a moment and read 
through our Aligned Advisor P.A.C.T. and ask yourself: Does my advisor have a 
P.A.C.T. with me? 
 

The Aligned Advisors P.A.C.T. has four components: Protection, Attention, 
Coordination and Transparency. 

 
Protection 
You demand and deserve the assurance that your money and your personal 
financial strategy are protected from outside threats. Our innovative protection 
process allows us to: 

• Proactively identify issues and plan around them. 
• Utilize key performance indicators (KPI’s) to measure the efficacy of 

everyone on your team. We manage the team and assess performance so you 
don’t have to. 

• Dedicate 13 of our strategic deliverables to investigating any potential fraud 
or inconsistencies with your assets. 

 
Attention 
It is our responsibility to: 

• Know every detail of your financial affairs and strategies. It’s our job to 
cross every “t” and dot every “i”. 

• Be proactive. We plan events, set goals, and anticipate threats years in 
advance, giving us plenty of time to make any and all necessary adjustments. 

• Monitor every important issue related to your finances. 
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• Provide regular, timely, and meaningful progress reports so you can enjoy a 
worry-free life. 

  
Coordination 
Too often, multiple services mean multiple points of contact, multiple phone calls, 
multiple meetings and multiple headaches. Not with Aligned. As your trusted 
advisor, we’re your single point of contact—functioning as a dedicated team to 
address all of your needs and provide you with a clear picture of your complete 
financial house. 
 
With services in all key areas of wealth management, Aligned simplifies your life 
by: 

• Coordinating all of your financial affairs (strategy, tactics, assets, advisors, 
institutions, everything). 

• Driving an effective process to ensure that everyone on your team is 
collaborating and coordinating to deliver personalized advice. 

• Maintaining accountability with your team of advisors to make sure we 
achieve each of your goals. 

 
Transparency 
We believe in a culture of full disclosure. No hidden fees. No grey areas. No 
twisted truths. As an Aligned client, you’ll experience true transparency and 
openness and you’ll rest easy knowing we aren’t driven by ulterior motives or 
back-door commissions. Our process ensures the following: 

• You’ll know exactly how much (and who) has been paid on every asset you 
own. 

• You’ll know the compensation of every member of the team. 
• You’ll know that all ulterior motives have been removed.  Our team 

members are paid a pre-negotiated flat fee for their advice and for the 
implementation of all 143 checkpoints and deliverables. 

• You’ll know if there are any conflicts of interest and how we’ve removed 
them. 

 
 
 
If you would like to learn more about our services we will be happy to send you a 
free copy of the book Values Based Financial Planning or schedule a time to 
complete your complimentary Financial Road Map. Please email Jonathan Moffat 
at jmoffat@ddsstrategies.com or call him at 818-306-7137 to request your book 
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and Financial Road Map. Jonathan also co-hosts the radio show Dental Doc Talk 
Radio with Dr. Abernathy and Max Gotcher. To listen to recent and past shows 
please search us on www.blogtalkradio.com or on iTunes under Dental Doc Talk 
Radio. 
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Chapter Fourteen 
 

The Income Buckets  

While growth and profitability are all part of the strategy for bringing in 
additional providers while removing equity through fractional sales, I would like 
for you to keep in mind the long-term strategies of wealth building afforded by this 
rather straightforward sale.  I will refer to these income producing, wealth-building 
strategies as “Income Buckets”.  The more buckets, the more strategies and money.  
There are at least 9 primary strategies you should consider. 

1. Money received from the resultant sale of the practice:  While the 
traditional sale will be about 60-70% of the last twelve months production or 
1.5-2X the net for the last 12 months, we are suggesting a fractional sale:  A 
sale of 50% or less.  This in turn means that at some point you intend to sell 
more shares.  Also, the formula represents what an entire practice would be 
worth.  We are only selling a percentage, so the price would represent that 
percentage times the overall value.  In other words, if the entire practice was 
worth $600,000 (60%-70% of the last 12 months production of a $1,000,000 
practice), and we were considering a sale of one third of the practice, the 
price would be about $200,000.  One of the interesting things about 
fractional sales is that you can often charge a little more than the traditional 
percentage or appraisal for the fractional portion.  Think about it this way.  
You are going to carry the note; therefore the applicant need not seek 
financing from a bank.  You are taking all the financial risks during the trial 
partnership.  You will be willing to set the final sales price at the time of the 
start of the trial partnership.  Therefore, the trial partner knows the 
investment up front.  It eliminates them feeling “taken advantage of” by 
increasing the price with the expected increase in productivity from the trial 
partner.  You are willing to make the trial partnership very short.  In fact, 
you are willing to do it as soon as possible.  I would even consider starting 
the buy-in at 4-6 months by allowing them to pay interest only on the note 
for the first 6 months or so.  In that way you will be able to pin them down 
and begin the buyout strategy.  You will carry the note for 5-10 years if 
necessary.  The longer the term, the more passive income you will make.  
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Once again, let the fact that the term of the note will vary help you in 
planning for retirement.  You are willing to let them do the buy in with “no 
money down”.  In reality, they are going to have very little (if any) money to 
put down.  You have no risk, because you are carrying the note.  If they 
default, you will find it easier to find another applicant due to the increased 
demand created by the initial trial partner, you get to keep all the money paid 
by the trial partner, and the non-compete is still in force.  If they had 
borrowed from a bank and paid you the entire sum, the bank would own an 
undivided percentage of your equipment and supplies, and will likely go 
after you to satisfy the outstanding balance of the defaulted loan.  As a 
matter of fact, most banks are requiring the senior doctor to co-sign the note.  
This means you will be totally responsible for its repayment in the event of a 
default.  Bottom line:  Carry the note if you are planning to be around until 
the end of the loan.  If not, carry it for the length of time you plan to be in 
the practice and then attach a “balloon note” or final payment that cancels 
out the debt.  Selling a fractional share also increases the pool of applicants 
that could produce enough to service the note.  If you sold 50% for $500,000 
at 8% for seven years, that would create a monthly payment of $7,793.11 
with $154,620.93 being the total interest paid for the term of the note.  That 
would mean that to service the debt the young doctor would have to produce 
in the $45,000-$60,000 per month to just make the payment in a 50% 
overhead office.  So, if the fractional sale is smaller, then the payment will 
be less, therefore more candidates could afford to buy in with less 
production or in an office with a higher overhead percentage.   The last plus 
that will allow you to charge a larger percentage for the sale price is that 
they are paid based on production, rather than percentage of ownership.  
While there are many ways to structure the division of profits, we feel this 
structure will enable the greatest profitability for the practice.  The first 
income bucket will be the repayment of debt from the purchase price. 

2. The second income bucket would be the interest income from the sale 
price.  They pay you the monthly payment that includes the interest paid on 
the note for the term of the note.  Most notes carried by the senior doctor 
will be prime lending rate for an unsecured note plus 2%.  This would create 
a starting interest payment of $3,333.33 and a total interest payment of 
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$154,620.93 for the term of a 7-year note for a total of $654,620.93 on a 
$500,000 sale price.  Do not get this confused with a “secured note”.  That 
would be money loaned with collateral that would cover a default.  It will be 
several percentage points more when no collateral is involved.  I frequently 
get questions that revolve around:  “What if they want to pay cash?”  We 
want to discourage not only outside loans, but relying on some “sugar 
daddy” coming up with the entire amount up front for anything other than a 
walk away sale.  Consider this: If you are paid the entire amount in the 
above example, and this did not work out, you would be faced with 
following the procedures outlined in your buy/sell agreements as to the 
disposition of a failed partnership.   This might include buying out their 
share, or facing a hostile takeover, or even partnering with someone else that 
they sold their portion of the practice to.  Remember also that they own 
whatever percentage of the practice they purchased in your equipment and 
supplies at the final payment of the total note.  There is no non-compete now 
because they have paid you off.  They could set up next door to you.  Take 
their undivided 1/3 of the equipment (in a 33% fractional sale) and leave.  
While most contracts provide a provision of allowing any current partner 
“first right of refusal” of any sale (they must offer you that portion for the 
same amount they are selling it for), you no longer have the money paid to 
you by the trial partner due to paying the taxes on the sale.  There could be a 
short fall of $100,000 that was paid in taxes.  Carrying the note not only 
gives you passive income with no real risk, but also allows you to control the 
practice.  Your contracts should stipulate that failure to pay the entire 
amount of the loan results in no partial ownership of the buy-in.  In other 
words, if they fail to pay you, or leave at year 3 or any time short of a 7 year 
obligation, they get nothing, the non-compete is still in force, and you get to 
keep all the money while you broker your practice for sale again. 

3. The third bucket is the passive income from investing the sale price, and 
the interest.  Because you should not need the sale money, you will be able 
to place it in a tax-deferred account.  Hopefully you did a stock transfer or a 
Seller favored allocation to have a greater net sale.  Currently you can get 
about 5% after tax return from even Tax Free Municipal Bonds.  Very safe 
and not very exciting, but they pay the interest and you get your money 
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back.  Try that in the Stock Market.   So we are getting 8% on our loan and 
at least 5% on our investment of the funds for at least a 13% return in a tax 
deferred entity.  It could be even more, but I caution you to consider the risk 
of trying to hit a homerun with your long-term investments.  This rarely 
works, and the myth that you should take risks when you are young is just 
that, a myth.  Losing money early in your career only hurts you more, 
because you had the most to gain from time and compound interest.  Losing 
money late in the game means you will never have options.  The rule of “72” 
states that you can determine the length of time it takes to double your 
money by taking the interest rate and divide it into 72.  In this example:  
13% combined interest rate return divided into 72 equals 5.53 years, the 
earlier you do this the more money you will have.  Given enough time and 
planning, your initial sale can double, and double again, and continue to 
double until it is retrieved from your asset fund. 

4. The Fourth income bucket comes from the Life Insurance included in 
your Buy/Sell Agreements.  Every partnership contract contains the remedy 
for death and disability.  In other words, the partnership will purchase life 
insurance on each partner to fund his/her unlikely death or disability.  It 
generally is based on a formula of a certain percentage of the last 12 months 
production.  The percentage is arbitrary, but keep in mind that it should be 
fair to both Senior and Junior doctor.  I would suggest a percentage of 70 + 
percent of the last 12 months production.  In this way we have a formula to 
review each doctor’s contributions to the practice yearly and adjust the 
insurance to reflect that number.  The idea is that we insure against the 
surviving partner having to come up with the money out of his/her own 
pocket.  This in turn creates security for the heirs of each doctor and insures 
that if this were to occur prior to meeting a debt obligation on the purchase 
buy in, the senior doctor will be paid, the practice is free and clear, and the 
remaining sole owner can dispose of another partnership if they so choose.  
There is a great product out there that is called Equity Indexed Universal 
Life.  Basically they guarantee you a 3% return on your money with a 14% 
ceiling.  The actual percentage is based on the average return for the S&P 
500.  Not great right now, but even if it went to a negative return, you can 
continue to make at least 3%.  The other neat thing is that you can put 
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money into it tax free, and later remove it in the form of a loan tax free.  
Free going in and free coming out plus you have a life insurance value in the 
policy.  This will also escape inheritance tax if you have done wise estate 
planning.  The cost of this would be paid by the partnership as a line item 
expense prior to dividing up the net profits at the end of the month.                

5. The fifth bucket concerns the Disability Insurance provisions of your 
Buy/Sell Agreement.  In addition to death, you will need to have the 
partnership carry disability insurance on each partner.  This should also fund 
the buy-out in case of a permanent disability.  For the same reasons given in 
Life Insurance, the amount must cover the buy-out price.  There are some 
companies that actually have something called “a return of premium” rider.  
If you are not disabled during the time of coverage, you get all the money 
back.  That’s right, it costs you nothing and is sort of a forced savings plan 
couched in the disguise of a buy-out instrument.  The bad news is that they 
don’t pay any interest, but you will get your entire investment back.  I spent 
almost $900,000 for disability insurance in my 33-year career and got 
nothing back.  The cost is minimal, so you need to look into this.  The 
expense of this policy is paid by the partnership entity as an expense item 
prior to dividing up the net profit. 

6. The sixth bucket concerns a “Founders fee or management fee”.  We 
always suggest that the senior doctor consider placing this fee in the 
contract.  It would be somewhere between 1-4% of the total collections of 
the practice.  An example:  If the office produced $100,000 in the month of 
January, you would be paid $1,000-$4,000 (depending on the percentage 
that you placed in the contract) as an expense item that would be paid prior 
to dividing up the net profits for the month between you and the other 
doctors.  This rewards you for all the years of struggle and financial risk you 
have taken to get you this far.  It doesn’t sound like much, but if you will 
place this into a tax differed account it could be hundreds of thousands of 
dollars at the time of retirement.  Starting earlier makes even more sense 
here. 
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7. Accounts Receivable note.  At the moment of the sale, the new entity or 
partnership has no working capital.  Imagine if you will, that on Friday at 5 
PM you and your trial partner become legal partners and you form a new 
entity.  You are not going to leave any money in the bank and on Monday 
the new entity has bills to pay.  I would suggest that you run your accounts 
receivable, take off all non-collectible accounts over 5-6 months old and 
create a note for the remainder.  It should be at the same percentage as the 
note to the young doctor (8% in this example) and the new entity (Dr. Senior 
+ Dr. Junior) would pay you the note payment over a specified time until 
paid off as an expense line item each month.  It would be paid like the 
insurance and would be done prior to any division of profits between the 
doctors.  By doing this note, on Monday after the sale Friday, you will have 
money coming in to act like a capitalization loan.  This money now belongs 
to the two of you to pay bills without incurring further debt.  Once again, I 
would save it, the interest paid on it, invest it and keep all of it in a tax 
differed account. 

8. The increase in equity and the eventual value of your building if you 
own it.  This may not apply to everyone, but it is an incredible wealth-
building vehicle.  If you own your own building, make sure you increase the 
lease payment to retire the note on it in 10 years or less.  If not very much 
remains and you are a later term doctor looking to retire in a few years, 
make sure the retirement date and payoff coincide.  Every month the 
partnership pays you a lease payment that either goes to retirement of debt or 
to put money in your pocket.  If it is just profit, be sure and reinvest it in 
some way to be tax advantaged and super safe.  We mentioned this before in 
a walk-away sale, but think about the building not only being paid off, but 
actually being an increasing valued asset.  At your final retirement you can 
lease it to the remaining partners for 3-5 years along with a contract to sell.  
In this way you will have the income of the building lease along with a built 
in buyer at its terms end.  To take advantage of this, be sure to create a triple 
net lease in order to put the burden of taxes, maintenance, and repairs or 
improvements on the partnership and not you the owner.  I have even seen 
younger aggressive doctors who timed a facility expansion with bringing on 
a partner to take advantage of this very strategy. 
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9. The final bucket will not be realized until there is another partnership 
sale.  Whether this is the final 50% or an incremental sale of less, the value 
of the fractional share will most likely increase due to increasing the 
production of the practice with multiple providers.  Keep in mind that if you 
know that you will have more than one partner, it would be poor planning to 
sell the first partner 50%.  If you are equal owners, bringing in a third 
partner would generate income from the sale but would be split between the 
two of you.  Example:  $1,000,000 practice would be worth $600,000-
$700,000 for the entire practice.  Dr. A and Dr. B are 50/50 owners and 
decide to bring in a third doctor.   This third doctor pays one third of the 
appraised value or $200,000-$233,000.  Dr. A and Dr. B would split this sale 
price equally.  On the other hand the same $1,000,000 practice sold a third 
of the practice to the same junior doctor for the same price, but in this 
example Dr. A knew he always wanted multiple doctors.  Because of this, he 
only sold 33% to the first doctor.  At this sale, Dr. B retains his 33% 
ownership, and Dr. A sells half of his 67% (or 1/3 of the practice) to the 
young doctor and receives 100% of the sales proceeds.  You need to 
remember that because the sale takes place at some time in the future, the 
price or value of the next sale will have increased because of the total 
increase in the value of the practice due to increased production.  Now we 
have Dr. A, Dr. B, and Dr. C all owning 33% with Dr. C making payments 
to Dr. A for his portion.  This could be done with any percentage you want.  
It would be prudent to begin with the end in mind and decide in advance the 
most prodigious route for you.  You might decide or be undecided as to the 
future.  In this case go ahead and sell 50%, then if in the distant future the 
two of you decide on bringing in another partner, you can share in the sale 
price.   

 

 
 
 



140 
 

Chapter Fifteen 

Fractional Sale Through Stock Transfer 

 
 There are two (2) basic types of contracts of sale.  One involves a “stock 

transfer sale” the other is a normal sale with allocation of the sale price.  We will 
briefly discuss the finer points of each in an effort to help you understand the intent 
of these documents.  If you will remember:  The young doctor will come in and 
work as a Trial Partner under a Trial Partner Agreement.  The Term of the 
agreement is contingent on your timetable and the young doctor’s ability to service 
the debt associated with the buy in.  Ideally we would like the term of the Trial 
Partnership to be less than twelve months.  In order for this to happen, you may 
need to begin the buy in with a longer pay back period to lower the monthly note 
payment or you could carry the note for 4-6 months interest only in order for them 
to build up their portion of the practice, and still have enough income to live 
comfortably.  Remember that while the contract language that follows was drawn 
up by an attorney and used in the fractional share of a practice, you will need to 
have your own attorney review and possibly rewrite areas of the contract to meet 
current laws and statutes in your State.  Please consult your attorney for any 
clarification you might need. 

 
The contents of this book are provided for informational and educational 

purposes only and are not intended to provide legal advice. Please be 
advised that the appearance of these examples do not warrant or guarantee 
any of the information, some of which is derived from other entities and/or 
third parties.  We are not attorneys.  Use of and/or reliance upon this 
information is strictly at the sole risk of the user.  These documents are 
provided by way of example only, and should be treated as a roadmap for 
your attorney to review and alter. 
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Topics to Cover in Your Contract 
• Make a final decision on the business structure you should use, after legal, 

tax, and financial council with your attorney and CPA.  As I said before, we 
will spend a majority of our time dealing with a stock transfer of an S-Corp 
structured entity. 

• Founders Fee or Management Fee.  Spell this out in the operating 
agreement to include this incredible “income bucket”.   It is paid as an 
operating expense and therefore will not be considered in your monthly split 
of profits.  Put 3-4% knowing that this area may be challenged and you may 
have to settle for 2%.  I much prefer to call it a “Founders Fee” to reflect that 
it is paid to cover the years of financial risk, hard work, and investment of 
time rather than an ongoing management fee.  As your practice grows and 
you age, you will find that you do not want to be blamed for down turns 
from the economy or the behavior or performance of your partners.  If you 
call it a management fee, you are inviting the criticism from you partners if 
they struggle.  Always approach the contract negotiations with the idea that 
you will be willing to give up something in order to gain something of more 
importance latter:  Like allocation of the sale price or interest on the loan.  
 
An example of the pay formula for the partners.  Basically we pay all the 
bills first.  In addition to the normal overhead items, we would also pay the 
life and disability insurance, founder’s fee, and note payment for the 
accounts receivable.  I have included an excerpt from my own contracts to 
help you visualize the situation.   In this example, I had sold one third (33%) 
of my practice and retained two thirds (67%).  All disbursements of income 
of any type were based on percentage of production over the prior 12 
months.  This would include, but is not limited to, normal pay, disbursement 
of the sale of an asset, or year-end bonus disbursements made to eliminate 
excess cash accumulations in our bank account, death, disability, or even the 
sale of our share of the practice.  Whether you are a corporation or ordinary 
partnership, I feel this is the fair way to distribute productivity from the 
partners.  In an unequal split of ownership (something other than a 50/50 
split), we took our production plus the ownership percentage of that partner 
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to figure out the monthly percentage split of the net profits.  You might 
consider adding this to your current partnership agreements. 
	  

 Section B.  DIVISION OF PROFITS AND LOSSES.  Except as otherwise 
provided in this Agreement, participation in net profits and net losses of the 
Partnership shall be allocated between the Partners as follows: 

 Profits and losses accruing from the day-to-day operations of the Partnership shall be 
allocated to the Partners on a monthly basis.  For purposes of determining profits, 
MICHAEL PRESTON ABERNATHY, D.D.S., INC. shall be entitled to an 
allocation of sixty-seven percent (67%) of all income produced by hygienists, 
associates, or other income producing entities or operations, and ______, D.D.S. 
shall be entitled to an allocation of thirty three percent (33%) of all income produced 
by hygienists, associates, or other income producing entities or operations.  Thus, an 
allocation to a Partner for a particular month shall be made according to the ratio that 
the collections for the month in question which result from the work or services 
performed by that Partner plus his pro-rata share of hygienist’s income bear to the 
collections for the month for the Partnership as a whole. 

 
 To avoid confusion: Any profit to be allocated to the Partners will be called 

the Partners' Profit Pool.  The Partners' Profit Pool shall be allocated monthly 
and shall be based on that month's collection percentages.  For example, if 
60% of the month's collections are attributable to professional services 
rendered by Partner "A", and 40% are attributable to Partner "B" in a 
2-Partner Partnership, then Partner "A" shall receive 60% of the Partners' 
Profit Pool and Partner "B" shall receive the remaining 40% of the Partners' 
Profit Pool. 

 
  Example of income allocation: 

 If the Partnership collects a total of $100,000.00 for the month, $10,000.00 
of which is attributable to hygienists, associates, or other profit centers, $50,000.00 
of which is attributable to Partner "A", and $40,000.00 of which is attributable to 
Partner "B", the income shall be distributed as follows: 

 1.  First, all expenses, including staff salaries, rents, note payments, management 
fees, emergency reserves, and all other operating expenses shall be paid. 

 2.  The remainder shall be placed in the Partners' Profit Pool, 56.7% of which will be 
paid to Partner "A" and 43.3% of which will be paid to Partner "B". 

 All profits and losses accruing from the sale of Partnership property shall be 
allocated pro-rata between the Partners, based upon their respective percentage 
ownership interests.  All depreciation and investment tax credits shall be allocated 
pro-rata between the Partners on the same basis, as well as any depreciation 
recapture and investment tax credit recapture. 
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 Section C.  DEFINITION OF NET PROFITS AND NET LOSSES.  The net 
profits and net losses of the Partnership shall be defined according to generally 
accepted accounting principles. 

 Section D.  NEGLIGENCE OF A PARTNER.  All losses resulting from the 
negligence or gross negligence of any Partner to the extent the Partnership is not 
reimbursed for such losses by insurance owned by the Partnership shall be charged 
to such Partner in full. 

 Section E.  TAX ALLOCATIONS.  All items of Partnership income, gain, 
loss, deduction, and credit recognized for Federal income tax purposes shall be 
allocated among the Partners in the same manner as net profits and net losses are 
allocated pursuant to Section B of this Article III. 

 
 

• All of your contracts should end with a binding arbitration agreement.  

The binding arbitration agreement spells out the ultimate remedy in the 

case of the partners disagreeing to the point of litigation.  The good 

thing about this agreement is that it discourages predatory lawsuits or 

the involvement of a litigator on commission.  In addition, while 

lawsuits become public record of the court, arbitration is done in private 

and is not public.  Lastly, the entire process is usually completed in a 

matter of weeks to months instead of long drawn out court appearance 

with all of its pretrial posturing and delays.  The one thing that really 

makes this attractive is that the cost is pennies compared to two 

adversarial attorneys slugging it out at your expense over the course of a 

year or longer  Today it can cost a minimum of $50,000 to defend an 

action that does not even have merit.  This type of agreement should be 

part of every contract you draw.  We even include it on our patient 

acquaintance and informed consent forms for our clinical patients. 

 

 These are the documents you would need to make a successful stock transfer 

transition with a Trial Partner. 
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• Offer to Purchase Shares 

• Shareholder Agreement  

• Employment Agreement 

• Employment Contract for the senior doctor 

• Trial Partner’s Employment Contract 

• Bylaws of the Corporation 

• Initial Capital Contributions 

• Accounts Receivable 

• Accounts Payable 

• Liabilities 

• Fair Market Value 

• Release 
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Chapter Sixteen 

The Unincorporated Practice Sale 
 
 

The next roadmap will concern a sale in an unincorporated practice.  As 
we have said before, being a partnership or sole proprietor is the worse case 
scenario for operating a dental practice from a tax and asset protection 
scenario.  I will encourage you to contact your attorney and CPA and take 
another look at possibly incorporating, especially if you are considering a 
fractional sale and continuing to practice.  With this being said, we are 
finding a greater number of fractional share sales occurring with this 
structure, and then converting to a corporate structure for a business model 
following the sale.  In that case you would use this roadmap with allocations 
for the sale price, founder’s fee, insurance, binding arbitration agreement, 
and operating and buy/sell agreements and transfer the points of the 
contracts into the corporate structure presented in the previous model.  This 
strategy does have merit and allows a buyer the benefits of tax advantages 
and later on providing the benefits of asset protection in the form of a 
corporation.  Often times your strategy will revolve around how your 
business is currently set up.  Regardless of the path you take, be sure to 
spend the money and time with your attorney to make sure this will work for 
you.  

 I have reprinted the allocation example from the initial discussion we 
covered earlier in the book.  Make sure you are familiar with it, and 
understand the strategy of how this allocation figures into the overall 
purchase price and final negotiations of the sales contract. 
       In a normal sale you negotiate the sales price and then you must start all 
over to negotiate the allocation of the money paid for the practice.  There are 
several categories that need to be looked at.  Goodwill allocations are taxed 
to the seller at capital gains rates, while equipment, accounts receivable, and 
non-compete will be taxed as ordinary income.  This can create a big 
difference in what the seller actually takes home from the sale. 



146 
 

 
Example 1- Seller favored Sale of:            $500,000                        After Tax 

 
 
 Goodwill:  60%                     $300,000                         $255,000 
 Non-Compete:  25%             $125,000                           $80,000 
      Accounts Receivable: 5%      $25,000                            $16,000 
 Equipment: 10%                    $50,000                            $32,000 
 
Total Net Sale                                                                        $383,000 
 
 
 
 

Example 2 - Buyer favored Sale of:          $500,000                          After Tax 
 
 Goodwill:  20%                   $100,000                           $85,000 
 Non-Compete:  20%           $100,000                           $64,000 
 Accounts Receivable: 5%     $25,000                           $23,000 
 Equipment: 55%                  $275,000                        $176,000 
 
Total Net Sale                                                                       $348,000 
 
 
 As you can see, the net amount of the sale varies greatly:  From 
$117,000 in taxes in example 1 to $152,000 in the second example.  If we 
compare that to a stock transfer sale we end up with $492,500 or taxes of 
$7,500.   You can see the dramatic difference in net take home of an original 
sale price of $500,000.  The reason that the buyer wants a larger amount 
allocated to equipment is the Federal Tax advantages afforded them against 
taxes owed.  Currently (2010) Section 179 or the IRS Tax Code allows an 
immediate equipment depreciation of up to $250,000.  In effect, the 
government, in order to create business stimulus, is going to help pay for a 
portion of the investment.  Good for the buyer, not as good for the seller.  
Equipment, because we have already taken the depreciation, requires that we 
recapture that by paying ordinary income for that portion assigned to the 
equipment.  The seller wants to have the non-compete to be larger so that 
they can write of the amount over the term of the provision (1-2 years).  
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Therefore the buyer wants more allocated to equipment and non-compete 
while the seller wants just the opposite. 

 
• Life/Disability insurance to cover a buy out 

• Details of operation 

• Binding arbitration agreement to remedy disputes 

 
 

 Every dental practice with two or more owners should have a Buy-Sell 
agreement, even when the dentists are members of the same family.  Drafted by 
your attorney, a legally binding buy-sell agreement stipulates that if an owner 
leaves the practice because of death, disability, retirement, or another triggering 
event, the remaining owner(s) will buy out that owner or the owner’s estate.  
Central to the agreement is to establish a purchase price or the method to be used 
to determine the value of the ownership share at the time of purchase. 

 Don’t ignore difficult issues.  Before getting immersed in the details of a 
buy-sell agreement, think through the larger issues that might arise.  For example, 
what happens if a partner decides to leave for a reason other than death or 
disability, or retirement?  You must get the difficult issues on the table up front 
when they can be resolved amicably.  Once you make a decision put that into your 
agreement. 

 Do address the tax implications.  Consult your tax and legal advisors to 
structure the buy-sell agreement so that it takes full advantage of capital gains tax 
treatment on the sale of a departing owner’s shares and goodwill value. 

 Don’t always use a symmetrical agreement.  If equal partners draft a buy-sell 
agreement, then the payout and other terms can be the same.  However, consider an 
asymmetrical agreement if the senior dentist is bringing a junior dentist into the 
practice as a partner.  If the Junior doctor leaves the practice first, the buy-sell 
agreement should not obligate the Senior doctor to buy out the Junior for anything 
other than the Junior’s ownership shares and a token amount in exchange for 
Junior’s covenant not to compete.  The rationale for this approach is simple:  By 
elevating the associate to partner, the Senior doctor raises the Junior’s pay, which 
provides the financial wherewithal for the buy-in.  In essence, Senior is giving a 
portion of the practice to Junior and should not have to buy back what he gave 
away in the first place.  Plus, the goal of the buy-sell agreement is to have a 
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successor in place when the Senior doctor leaves the practice, was not met because 
the Junior departed first. 

 Do consider the role of insurance.  The money to carry out a buy-sell 
agreement can come from the dentists’ cash flow, a bank loan, or life and disability 
insurance on the owners.  With disability insurance, for example, benefits can 
provide funds to help buy out the disabled dentist’s share of the practice.  An 
inexpensive option to consider is overhead expense insurance.  This type of 
disability coverage helps defray a practice’s overhead expenses for up to 2 years 
while the disabled dentist recovers or makes plans to leave the practice.  Although 
business overhead expense policies are not designed specifically for funding 
buyouts, the benefits received through an approved claim can be used however the 
practice deems fit.  When shopping for insurance, check with the American Dental 
Association on group rates. 

 Revisit the buy-sell agreement every 5 to 7 years and more often than that if 
the practice or tax laws change.  You must keep the agreement up to date so it 
continues to meet the goals of each of the owners. 
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Chapter Seventeen 
 

Before you begin reading Doug’s chapter, let me cover a couple of things.  
Finding the doctor, going through the negotiations, closing the sale, beginning a 
new practice model, or leaving dentistry altogether is just the beginning.  It is not 
time to relax or just coast.  I thought it appropriate to bring in some experts:  From 
legal advice on asset protection, Human resource law and management, Insurance 
coverage, to investments that will insure your goal of financial independence.  
There are hundreds of people waiting to take your hard earned assets away from 
you.  These people protect your backside and know their stuff.  I have invested my 
money and time with each of these experts and have known and worked with them 
for years.  You can trust each one of them to be at the top of their field.  When I 
say the top of their field I am saying each one of them are in the top 5 spots of each 
of their professions in the entire nation.   These are the type of people you need on 
your team.  What follows are topics on a variety of subjects that you need to 
become familiar with.  Study the topics and their content.  Feel free to give these 
experts a call (there will be no charge) and start to implement their suggestions 
today.  Waiting is not an option.  Do it NOW.  No one who has been sued, lost an 
investment, or failed to plan ever got a do over.  In life there is no should of, would 
of, or could of.    

 This chapter will concentrate on asset protection.  I have asked Doug 
Lodmell to make a very strong argument that practicing without asset protection is 
crazy.  I could not go to work tomorrow knowing I did not have the proper asset 
protection.  This chapter is long because I place such importance on the topic.  This 
chapter could save your bacon.  It will take a while to read and understand, but I 
think you will enjoy the straightforward way that Doug presents the facts.  He is at 
the top of his field.  He specializes in Asset Protection and has thousands of 
Dentist clients.  He knows the business and risks of dentistry all too well.  Even 
with seven generations of attorneys in my family, I chose Lodmell and Lodmell to 
prepare my Asset Protection, Estate Planning, and HR documents.  Reading this 
chapter will not be enough.  You must give Doug a call and discuss your 
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circumstances today.  His office will be glad to speak with you at no charge.  It is 
important that you take the time and educate yourself about this epidemic of 
lawsuits.  Waiting to implement an Asset Protection Plan could ruin your financial 
future. 

NOTE:  When you finish this chapter, you will understand more than most 
attorneys about asset protection.  Just like financial advice, using your brother-in- 
law or some friend to draft these documents is a huge mistake.  In all probability, 
they will not hold up when challenged. The only thing worse would be to go 
through life with no legal protection.   You need the Super Bowl MVP of Asset 
Protection Attorneys to create a legal shield against predatory lawsuits.  He 
charges less for the creation and maintenance of your protection plan, does it 
better, and makes a complex matter more understandable than any other attorney 
in the U.S.  Doug was a professional that I sought out first for his credentials, and 
then he became one of my best friends.  I would get in a foxhole with him and have 
him watch my back.  I cannot say enough about his expertise or integrity.  This is 
the place to go for Asset Protection.  Give me a call if I have not convinced you yet 
(972-523-4660).  This is a no brainer.  You can once and for all leave the stress 
behind caused by the fear of a lawsuit or intimidation by a predatory attorney.	  
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Asset Protection by Doug Lodmell 
	  
	  

Section 1.  The Law of Fear! 
 
 

Let me ask you a question.  Have you ever wondered why it feels like you 
need to consult a lawyer before talking to the parents of your children’s friends 
about why their kid came home with a bruise from your house?  Do you notice 
how you feel when someone slips and falls, or even bumps their arm in your home 
or office building?  Or, if you own a business or have employees, why even a loose 
comment or risqué joke around the office now makes you cringe with fear? 

 
Why is that?  Why is it that even normal minor accidents or casual 

conversations can trigger a deep sense of fear and insecurity in you?  What do you 
attribute this to?  Why do you think that is? 

 
I bet until now you thought that it was normal to feel guilty or at fault if 

something happens around you that maybe you could or should have prevented.  
That it was natural to have a visceral fear of consequences for actions and results 
that you don’t really control. 

 
Listen!  That is not normal and you were not born feeling that way!  But I 

know that you do feel that way, and that this feeling has been growing bigger not 
getting smaller.  As you read through this report, you’re going to find out why 
some things trigger an almost instant fear in you.  Why when someone threatens to 
call a lawyer or SUE you it is almost guaranteed to make your body immediately 
go cold and clammy.  You’ll discover why when you try to ‘talk yourself out of’ 
irrational thoughts and fears they just get worse and grow bigger.  Why when you 
try to ignore certain areas that seem to hold the most risk or uncertainty they just 
keep coming up in your life over and over.  

 
See, you know what it feels like to be confident and secure in what you do.  

You know when you have done the very best that you can and that after your job is 
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finished it is truly out of your hands.  You know how good that feels and I want to 
tell you something – THAT IS THE WAY YOU SHOULD FEEL!   

 
So does it make sense to you that once you have finished your part, and done 

the very best you can, that you should then have FEAR of a particular outcome?  
Or that you should be in a constant state of fear in certain situations or 
environments?  Have you ever asked yourself if that makes any sense at all?  Does 
it make any sense to you? 

 
NO-IT DOES NOT!  Just because you have learned to feel that way 

doesn’t mean that it makes sense.  It also doesn’t mean that you have to stay in that 
place of fear! 

 
By the way, when you hear what I am about to tell you, when you hear 

these previously hidden, dark secrets of the legal system, you must understand 
that it applies to everyone.  It doesn’t matter what you are told by the press, or by 
lawyers in the system – the entire system is corrupt and run by one single over-
riding issue, controlled by one group.  In fact, when you hear the undisputable 
FACTS about how our legal system works and what part YOU play in it (and I 
absolutely challenge anyone to dispute these facts) you are likely to go through 
the classic stages of grief.  You will be tempted to first DENY that this is true and 
want to put this report down because it is too scary or unbelievable.  Then you 
will likely get ANGRY at what I am saying because there is simply too much 
damning evidence, and I GUARANTEE that you will SEE IT by reading this 
report!  Finally you are likely to ACCEPT what I am saying because you will see 
for yourself the source of the oppressive fear you had not previously noticed.  
But keep reading, because I promise if you read to the end I will reveal the 
SOLUTION for you that puts the choice and control back into your hands! 

 
Let’s face it.  We have all learned to take on a sense of guilt if anything goes 

wrong in our own lives AND in the lives of those around us.  In fact, this guilt has 
been around far longer that the problems with our legal system.  It is rooted deep in 
our country’s identity.  And while this underlying feeling of guilt is in itself a 
major issue, it is not what I am here to talk about.  What I am here to talk about is 
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how a small group of lawyers and judges has taken that sense of guilt and used it 
against the very people they are here to serve to create the biggest money making 
scheme in history and in the process have turned our legal system into a sham! 

 
Just like Cold War Russia or North Korea of today, we are now ruled by the 

Law of Fear!  What this law says is that you better not take any risks, hurt anyone 
or even be around when something goes wrong in someone’s life, because there is 
an army of lawyers that will be there to serve the victims of your negligence and 
find JUSTICE!   And since this is America, justice is measured in terms of COLD, 
HARD CASH – so you will just PAY!  (Incidentally, this is also creating a 
country of victims who are learning that it is easier to not take responsibility for 
what happens in their lives and to simply point the finger at someone else – but 
that is another story!) 

 
This, my friends, is what has happened to the legal system in America and it 

is shameful.  A few self-appointed rulers telling the rest of us when we are guilty 
of some action that we don’t control and didn’t create and how much we should 
pay for getting it wrong.  Oh, and by the way, those same self-appointed rulers 
have also decided to take a cut of the action (a big cut!) for their services – makes 
sense right?   

 
WRONG!  It’s B.S. if you really want to know what it is, and unless you 

know what I am about to tell you then you have absolutely no say whatsoever 
about when someone comes in and tells you where to send the check. (More 
accurately when they simply come in and take the money right out of your 
account!) 

 
This is NOT how our legal system began and it is absolutely NOT what the 

founding fathers expected it to develop into.  It is a perversion of the concept of the 
Rule of Law.  A perversion which began about 40 years ago, and until now only a 
very few have had the insight to understand what is really happening or had the 
guts to take on the interests that rule this new system and challenge the corruption 
of it.  That means to this day there is still no one being held accountable for the 
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destruction of the very rule of law that protects the freedoms we all value so highly 
and, until now, no one has exposed what is REALLY going on! 

 
Why is that?  And for that matter, why have the few people that have raised 

the flag before this point not been heard, or been silenced so quickly?  Good 
questions. 

 
And I have the answer.  But, I have to admit, in all candor, that my answer 

makes me feel a bit foolish.  It makes me sad because as an insider to the system I 
just didn’t want to admit that it was happening.  The truth is that I went through the 
same stages of grief that I mentioned above and that I got stuck at DENIAL.  You 
see, I have a very deep faith in this country and in the people who make it great.  I 
just couldn’t believe it was as bad as it is. Even though I KNEW that there was a 
small group of predator lawyers out there and I saw them feeding on the victim 
mentality of people who had been unfortunate enough to get sick or have an 
accident, or lost their job or whatever difficult parts of life have come their way.  I 
still didn’t want to believe that I could not TRUST the legal system to see when 
there was a real problem vs. when someone was just being opportunistic.   

 
I also had intimate access to the system, even for a lawyer.  I had a unique 

opportunity that only one in a thousand attorneys have.  I clerked for Federal 
District Court Justice, Jack B. Weinstein, in the Eastern District of New York, one 
of the countries most respected and honored FEDERAL judges!  I seriously 
understand our system and believed in it!   

 
However, I now see that even with my insider knowledge and access to the 

system, and even though I had spoken with thousands of clients and seen countless 
examples of how broken the system was, I still held on to the belief that ‘it wasn’t 
really that bad.’  And it is this denial that keeps the corruption going! 

 
NOT ANYMORE!  There is no more sleep in my eyes and as you read I am 

going to tell you exactly what finally made me realize how fundamentally broken 
our legal system really is.  How the interests are far more deeply rooted than you 
can imagine and how YOU and I are just pawns within the system unless we take 
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ourselves out from under its mercy– which is exactly what I will show you how to 
do!  

 
The truth.  A concept that our justice system was built to honor.  But even 

that system is capable of being distorted if a lie is repeated often enough.  
Eventually it becomes confused with the original truth.  And at some point after the 
lie has been repeated so often, and become so embedded, it actually becomes 
harder to believe the truth than it is to believe the lie!  This is the power of a 
consistent message – true or not! 

 
This is especially true in our legal system.  Why?  Because it was based on a 

solid foundation of honoring the truth.  In fact, if you look at how our legal system 
was developed, it was one of the most respected and fair systems ever created, and 
it STRONGLY discouraged litigation!  The way the U.S. legal system was 
designed, litigation was seen as a pariah, an absolute last resort and a failure of the 
system! 

 
In fact, President Abraham Lincoln, a lawyer by training, and to this day 

the most respected President ever to have governed these United States once said: 
 

"Discourage litigation. Persuade your neighbors to 
compromise whenever you can. Point out to them how the 
nominal winner is often a real loser -- in fees, expenses, 
and waste of time. As a peacemaker the lawyer has a 
superior opportunity of being a good man. There will still 
be business enough." 

 
Lincoln saw lawyers as PEACEMAKERS!  Can anyone honestly say that 

this is true today?  This is why it becomes even more difficult to believe that our 
legal system could fall so far the other direction.  It’s like the year after Larry Bird 
retired from the Celtics, or when Michael Jordan left the Bulls.  Both teams were 
so bad the following year it was almost hard to believe! 
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Well that is where we are today – last in the league!  For someone like me 
who regularly travels all over the world, I am often embarrassed to even admit that 
I am a lawyer in America.  I mean there is an honest disbelief of how we sue each 
other over anything and everything.  I find myself explaining how it happened and 
why it has gotten so bad.  I explain that America has left the fox to guard the 
henhouse and that in clever response the fox has redesigned the legal system to 
accommodate nothing less than extortion! (I will explain what ‘Legal Extortion’ is 
later in this report)  

 
More than once I have heard someone say, “we used to do business in the 

U.S. but the litigation risk became too great.”  In fact, if we look at everything 
from foreign investment to currency reserves held in dollar, everything is down 
with no sign of stopping.  Why is that?  It’s because America is no longer the 
safest place for people to live, work or do business.   

 
In fact, along with terrorist and currency risk, ‘lawsuit risk’ is now 

something that investors must consider when investing in any company that does 
business in the U.S.  Ask anyone who was invested in or worked for any one of the 
70+ companies1 that have filed bankruptcy in the nationwide asbestos litigation 
scandal! 

 
Asbestos litigation is a poster-child for what lawyers can and will do to a 

company, or in this case an industry, if given free reign.   What is so grotesque 
about the asbestos scandal is that a great many people were actually made very 
sick, or died, from asbestos.  In such a widespread national crisis, it would make 
sense to create a master plan that would help to compensate ALL of those injured 
in some reasonable fashion.  This is what England did, where the lawyers do not 
yet own the system.  But here, WE SOLD OUR LEGAL SYSTEM TO THE 
LAWYERS!2  What ended up happening? 

                                                
1 A partial list includes: # GAF Corporation, Johns-Manville Corporation, Raybestos, Eagle-Picher, Celotex, UNARCO, HK Porter, Keene Corporation/ Baldwin-Ehret Hill, 

Nicolet/ Keasbey & Mattison, Asbestospray, US Minerals Corporation, US Gypsum Corporation, W.R. Grace, AP Green, Harbison-Walker, North American Refractories Corporation (NARCO), 
National Gypsum, Babcock & Wilcox, Owens Corning Fiberglas, Armstrong World Industries, Phillip Carey Corporation, Pittsburgh Corning Corporation, Fibreboard Corporation, 48 
Insulations, Kaiser Aluminum, Federal Mogul, EJ Bartells, Morrison Knudsen, Rutland,  AC&S. 

2  The dramatic shift in the overall environment around litigation is not a new premise.  In fact it has been discussed at great length in many legal journals and articles.  For 
example, the Connecticut Insurance Law Journal, Vol 12. P. 35, Fall 2006, states: “In previous published writings on asbestos litigation, I discussed how the litigation underwent a radical shift 
in the mid-1980s from the traditional model of an injured person seeking a lawyer to an entrepreneurial model under which plaintiffs' lawyers and their agents actively recruited hundreds of 
thousands of potential litigants who could claim workplace exposure to asbestos containing products. I concluded that a substantial percentage of the nonmalignant claimants thus recruited had 
no disease caused by asbestos exposure as recognized by medical science and no loss of lung function.” 
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What ended up happening is that a few who were injured, who acted early 
while the companies were still in business, got HUGE awards!  The lawyers that 
represented them also got HUGE FEES!  These awards were justified to a jury, not 
as compensation for actual injury, but as punishment to the companies.  Once these 
lawyers had killed the goose that laid the golden egg, by bankrupting over 70 U.S. 
Companies, the rest of the injured people got little or NOTHING!  The lawyers 
then turned to the 2nd tier companies who didn’t even produce asbestos, but those 
that had only installed it or delivered it.  They then bankrupt them!  And all the 
while under the mantle of JUSTICE for the injured.  

 
Is that true, is it really serving a greater purpose of justice?  Because if it 

was, then this report should be balanced against the good that the lawyers would be 
serving.  The problem is that it is NOT TRUE!  The stats are that in 2003, 100,000 
new asbestos claims were filed, the MOST EVER in a single year! But here’s the 
rub!  80%-90% of the claimants have NO ILLNESS!3 (For those of you who really 
like the details please read the footnote below researched and written by a lawyer 
in a Law Review Article!  This is not mass media but a peer review journal using 
empirical research!) 

 
All this does is leave the 10% who do end up with a problem left out in the 

cold after all the money has been scooped up by the corrupt lawyers.  And even in 
cases where there was real damage, only 22% of the award ever goes toward the 

                                                
3 Pepperdine Law Review, Vol 31, No. 33, 2004.  To quote: “The core of the article is an empirical analysis of attorney-sponsored asbestos 

screenings which account for approximately 90% of claims being generated. On the basis of that empirical research, I conclude that asbestos 
litigation today largely consists of former industrial and construction workers: 

(1) recruited by an extensive network of entrepreneurial screening companies which are employed by lawyers to "screen" hundreds of 
thousands of potential litigants each year at local union halls, hotel and motel rooms, shopping center parking lots, and other locations throughout 
the country; 

(2) asserting claims of injury though they have no medically cognizable injury and cannot demonstrate any statistically significant 
increased likelihood of contracting an asbestos-related disease in the future; 

(3) in a civil justice system that has been significantly modified to accommodate the interests of these litigants by dispensing with many 
evidentiary requirements and proof of proximate cause; 

(4) mostly in forum-shopped jurisdictions, where judges and juries often appear aligned with the interests of plaintiff lawyers; 
(5) often supported by specious medical evidence, including: (a) evidence generated by the entrepreneurial medical screening 

enterprises and B-readers - specially certified x-ray readers that the enterprises or plaintiff lawyers select, who fail to exercise good faith medical 
judgment but instead conform their findings and reports to the expectations of the plaintiff lawyers who retained them, and (b) pulmonary 
function tests which are often administered in knowing violation of standards established by the American Thoracic Society and result in 
findings of impairment which would not be found if the tests were properly administered; and 
(6) who frequently testify according to scripts prepared by their lawyers which include misstatements with regard to: (a) identifications of 
and relative quantities of asbestos-containing products that they came in contact with at work sites, (b) the information printed on the containers 
in which the products were sold, and (c) their own physical impairments.” 
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real losses!  Where do you think the rest goes?  To the lawyers and to the 
dysfunctional system! 

 
It is simply not in the interest of those initial lawyers to consider anyone 

who was to come next.  It was in their interest to simply make the case that the 
biggest possible award against a big Fortune 500 company was justified to punish 
them and make sure they get the message not to do it again! (Tough to do when 
you are out of business!)  It didn’t matter that this would leave nothing left for the 
thousands of others who were injured, or that an entire section of the U.S. economy 
would be devastated. 

 
You see, in this system there is no JUSTICE, there is only economic reward 

for the most aggressive and ruthless and connected attorneys!  Why are we letting 
TRIAL LAWYERS set the rules about issues that should be considered as a 
whole?  Why didn’t we see this as a public policy issue and simply cut out the 
middle men (lawyers) and fairly apportion the resources while still allowing those 
companies to stay in business an contribute to the reparations?  The answer is that 
THE LAWYERS CONTROL THE SYSTEM!  Why would they cut themselves 
out? 

 
We all saw it again in the Tobacco litigation.  The lawyers were 

compensated at an extreme rate! (One study found that one firm of 33 lawyers was 
paid over $22,000 per hour each!  That is assuming that they all worked 24 hours 
a day, 7 days a week for over 3 years!)  And this hot streak of mass tort litigation 
that affects us all is not over!  The next hot topic is the sub-prime lending market.  
Look for the lawyers to start putting as many banks, brokers, agents and lenders 
out of business as possible as they milk their next victims taking home huge fees 
and leaving us with a coupon for $75 off of the closing costs for our next 
mortgage! 

 
In fact, if we look at the overall economic impact of litigation in the U.S. it 

is now measured in TRILLIONS of dollars. Forget the 60,000 jobs directly lost, 
with $200 million in wages sucked out of our economy, or the 128,000 future jobs 
lost due to canceled investments by the now bankrupt defendants.  Let’s look at the 
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annual cost as EACH YEAR lawsuits are directly responsible for the redistribution 
of OVER $300 BILLION dollars, of which less than 22% goes to those actually 
injured!   

 
Add to that the indirect costs and economic impact of the hundreds of 

thousands of Americas who have lost their jobs and their pensions and the 
hundreds of thousands more who have been devastated by the trickle-down effect 
of massive bankruptcies, and you can see why in the past 25 years plaintiffs’ 
attorneys have become some of the richest people in America.  Where exactly did 
all that money come from? 

 
But Doug, you are talking about big business and giant class action lawsuits, 

this doesn’t really affect me – right?  WRONG!  Of the 50,000+ lawsuits filed 
EVERY DAY in this country the vast majority of them are NOT big class action 
suits.  In fact of the over 1 million attorneys in the U.S. today, the vast majority of 
them work for small firms or are solo practitioners.  And it doesn’t take many of 
them to saturate the market as they troll for cases to feed their litigation machine! 

 
And where do they go to get them?  Just take a look at your yellow pages, or 

at the billboards that grace your streets.  Or type in “injury lawyer” or any number 
of possible themes on this phrase in Google.  Who is advertising?  And who are 
they advertising too?  Does it sound to you like they are targeting just the big 
companies when they say:  

 
 
 
 
 
 
 
 
 
 

 

“Injured at Work?  Call 
us for a Free Consultation” 

 No FEE unless we 
collect! 

“Call “The Hawk” after ANY 
ACCIDENT.  Aggressive 

Attorneys that work for YOU!” 

“Medical bills piling 
up?  Understand your 

Options and get  
$$ Now!” 

(Se Habla Espanol) 
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In fact, if we click on any of these links we begin to see the wide variety of 
injuries and cases that these lawyers are fishing for: 

 
- Truck Accidents - Auto Accidents 
- Defective Products - Medical Malpractice 
- Wrongful Death - Dangerous Premises 
- Traumatic Head and Brain Injuries - Burn Injuries 
- Work Injuries - Nursing Home Abuse and 

Negligence  
- Bicycle Injuries - Swimming Pool Injuries 
- Cruise Ship and Boating Accidents - Wrongful Termination 
- Airplane Accidents - Premises Liability and Falls 
- Vehicle Rollover and Tire Defect - Construction Site Injuries 
- Birth Injuries - Headaches from Work 
- Stress Disorder - Carpel Tunnel Syndrome 
- Hostile Work Environment - Workplace Harassment 
- And on, and on, and on! 
 
 

In the end it all comes down to a numbers game for every one of those one 
million attorneys (one for every 292 Americans).  How many cases can I start, how 
much is my average collection per case, and how much time must I spend on each 
one.  FOLKS – Law is a Business!  Nothing more and nothing less!  Lawyers are 
not the defenders of justice and they do not adhere to an ethical code that is greater 
than that of the people they sue.   They are not bad people because of it, but they 
are human!   

 
They are businesspeople and will exploit every available opportunity to 

make their numbers.  And if you continue to let the fox guard the henhouse of your 
personal finances you can hardly be surprised if he ends up with feathers in his 
mouth. 

 
I’ll end this introduction with a brief, but enlightening story.   When I wrote 

my first book about the Litigation Explosion in the U.S. called “The Lawsuit 
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Lottery:  The Highjacking of Justice in America,” I sent a copy to a select group 
of attorney colleagues for comment.  Without exception they were all stunned and 
shocked.  They wrote me back: “Doug, are you sure this is a good idea for you to 
be revealing this much information.  I mean you are an attorney, and you do know 
who controls your profession – Don’t you?”  Of course, they meant the Trial 
Lawyers, the controlling Family in the Brotherhood of attorneys.  (I will be telling 
you much more about the Trial Lawyers and their dubious practices later in this 
report!) 

 
I can only imagine what they would say if they see how much more I am 

about to reveal in the following pages about what is really going on!  I am sure we 
shall see. 

 
 

Section 2. The Truth About Lawsuits!    

 
 
The lawsuit.    Never has man created a more cleverly crafted tool to bring 

out the least desirable qualities in the human experience.  The lawsuit has been 
despised even from the beginning.  The French satirist of the 17th century, Jean de 
la Bruyere advised:  “Avoid lawsuits beyond all things; they pervert your 
conscience, impair your health, and dissipate your property.” 

 
We all know it too.  Conflict brings out the worst in us.  This is especially 

true when we feel that we are right!  It is because of this instinctual understanding 
that throughout the entire world (the United States notwithstanding) lawsuits are 
actually a relatively rare phenomenon.  In fact this was true for America as well up 
until the 1960’s.  But something here changed around then.  This is the time when 
lawyers started thinking like businesspeople.   

 
As I stated above, this in itself is not the problem.  It is difficult to begrudge 

anyone for a desire to be financially successful at what they do.  The problem 
comes about in HOW the lawyers have done it.   
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My goal in this report is to help you understand not only what the effects 
are, but HOW and WHY we have gotten there.  You see, until you understand this, 
it will be emotionally difficult for you to consider taking back the control that has 
been stolen from you.    

 
If you are like me, then you want to believe that you can depend on the 

system and trust that if you are ever in front of a judge and jury that they will see 
through the lies and find the truth. That in the end they will come to a fair and 
reasonable result.   And as long as you believe that, then you will actually feel bad 
taking the power of that judge and jury away from them.  But if you want any 
sense to be brought back into YOUR PERSONAL life then taking back that power 
is exactly what you will need to do – and by the time you reach the end of this 
report, you will know exactly how to do it. 

 
As we move through this report, I’ll be telling you not only what’s wrong 

with the current system, but much more importantly I’ll be telling you WHY the 
emperors of the system do what they do and HOW that impacts you directly every 
single day of your life, even if you never get sued!  I’ll explain the EFFECT of 
what they do, so you understand far more than just what the problems are.  You’ll 
understand why you spend more money than you have too (even though 
globalization is making costs less expensive than ever) on everything from 
groceries to cars, and why all this is happening at a time when you are less secure 
about your financial future than ever before. 

 
I will also be showing you how the rules have been changing to support 

creditors!  That is not just the people you borrow money from, but that also means 
anyone who gets a court award or judgment against you!  You see when you are 
sued, and you lose, the judgment is entered into the court records and that plaintiff 
turns into a creditor!  That means they have all the remedies to collect against you 
that your bank has if you default on your mortgage.  That includes seizing your 
assets, garnishing your wages and even forcing you into bankruptcy!  All by 
someone that you never volunteered or agreed to pay a penny! 
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Even if you never do business with my firm, I want you to be educated about 
the systematic dysfunction occurring in this country, because it absolutely affects 
you, me, your children and mine!  I feel so strongly about the dysfunctions that I 
am willing to tell you EVERYTHING so you know what I do.  From lots of 
experience I know that some percentage of you reading this will work with me, and 
some won’t.   

 
And that’s fine.  Because even if you never work with me, I know that you 

will have a much better understanding of a problem that affects us all.  And that 
one day this information will be very important to you.  I also want this 
information spread around as much as possible.  I called this an “Insider’s Report” 
not a Confidential one, because I no longer want this information to be 
‘Confidential.’  It is hurting too many people and too much injustice is being done 
because not enough of us have it.   

 
I have also found that the only things of true value in life are the ones that 

increase by giving them away.  That is what I am doing here.  I sincerely hope that 
you find this information valuable and share it with as many people as you can. 

 
Let’s get back to the story, to the place were it all begins.  It’s time to dissect 

what has really happened to our legal system and why it is in the shambles it is 
today.  So let me start with some specific examples of things I know you have 
never heard about on Court TV or Judge Judy. 

 
A. Legal Ethics. 
 

Let’s talk about legal ethics and its relationship to how our legal system was 
designed to function.   Our legal system is based on English law.  It began first 
with a functional criminal code.  This code was then designed to be administered 
using our court system.  Under that system we decided to use an “adversarial” 
approach to adjudicate cases.  What the “adversarial” system means is that if you 
are accused of a crime, you have a right to an attorney who, even if they KNOW 
you are guilty, will still defend you to the end and try to prove your innocence. In 
other words, who will be your adversary – no matter what.  I think most people 
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today are familiar with how that works by watching the O.J. Simpson murder trial 
on TV.  

 
This adversarial concept was, and is, based on the fundamental assumption 

that you are innocent until proven guilty.  The concern was that if the system were 
going to ‘make a mistake’ it would be better to error on the side of innocence.   

 
While occasionally this can and does lead to an incorrect result in a criminal 

case, it also creates far less of a chance that innocent people will be put in jail or 
even executed. (Notwithstanding the evidence that has come to light in the past 30 
years that shows that a significantly disproportionate number of minorities are 
sentenced to jail and death, many of whom are indeed later proven to be innocent – 
but that is a whole other story.) 

 
So what does this have to do with lawsuits, which are not criminal?  Good 

question.  The answer is that when the civil law began to originally develop it 
became clear that adopting the “adversarial” system in its entirety would definitely 
be a bad idea.  Can you imagine a lawyer who was encouraged by the very legal 
system itself to take on civil cases in which he KNEW that his client was lying, just 
to extort money from someone else using the system! 

 
The thought of that was repulsive to the founding fathers, to the Constitution 

and to the very idea of liberty and justice!  In a civil lawsuit there is NO 
presumption of innocence until proved guilty, because there is no crime.  There is 
only a dispute, which the courts assent to become a part of to resolve if necessary.   

 
The problem was that it was also those same “adversarial” lawyers who 

would be hired for these civil claims and we needed a system that reflected the 
“peacemaker” and “resolution” attitude the courts wanted to take in these cases, 
NOT the adversarial nature of a criminal case.  To accomplish this the designers of 
the legal system relied on “legal ethics” to ensure that lawsuits were definitely not 
encouraged and that the system did not become an “instrument of corruption and 
evil.”   
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These legal ethics were the set of rules by which lawyers governed 
themselves.  Yes, you heard correctly, I said, by which lawyers govern themselves.  
It is a system set up and designed by the lawyers to modify their own behavior.  
Well this set of rules basically said that civil lawsuits were bad, that as a lawyer 
you could not encourage them, and that doing so got you kicked out of the 
brotherhood of lawyers.   

 
And if you did something really over the line, like chase down an ambulance 

and hand the person inside a business card, that could even get you thrown in jail!   
 
To accomplish the formidable task of discouraging lawyers from stirring up 

litigation just for their own selfish desire for increased fees, the Bar Association 
implemented four primary restrictions.  These acted as the four pillars of the 
courthouse which held up the entire legal profession, image and all.   

 
Firstly, attorneys were forbidden from accepting clients on a contingency 

fee.  This acted as a strong deterrent for both attorneys and plaintiffs not to bring 
cases that were not well grounded. Contingent fees have long been seen as being 
easily corruptible, since they encourage lawyers to seek only the result, which pays 
them their fees.  That means if you need to hide evidence, lie, tamper with 
witnesses, or whatever to get paid as the attorney on the case, then there is a far 
greater chance you would do so if you are being paid with a contingent fee.    

 
Second, Lawyers were forbidden from advertising. This was part of the 

ethics rules that distinguished lawyers from other, less reputable, forms of 
business.  Lawyers didn’t want to be seen as chasing business and definitely not 
stirring up lawsuits. Advertising would by its very nature encourage more litigation 
and therefore was strictly prohibited.  Lawyers were there for when you needed 
them, and everyone knew where to find one.  We didn’t need to see their names all 
over the place drumming up unnecessary conflicts and problems. 

 
Third, the ethics rules, promulgated by the Bar Association, governing 

lawyers were very strict regarding such things as ambulance chasing, stirring up 
litigation, taking questionable cases and many, many related details which made it 
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inadvisable or downright dangerous to a lawyer’s career to take on bogus cases.  
Specifically prohibited was taking on a case in which there was not a solid legal 
basis for a lawsuit (which the lawyer –not the client – was responsible for 
identifying).  As one great jurist once said: “much of the job of a lawyer is often to 
advise your clients that they are being a damn fool and to stop!”  Of course, that 
was said over 40 years ago when indeed that was the feeling among lawyers.   

 
Fourth, the Court Attitudes and Procedural Rules and Standards for 

beginning and continuing a lawsuit strongly discouraged “fishing expeditions.”  
The rules and court standards defined exactly how a case must be brought.  This 
included a statement of the facts and circumstances sufficient to state a cause of 
action.  It also included the rules of discovery and procedural processes that kept a 
case moving along.  The attitudes and standards of the courts were clear in their 
discouragement of lawsuits.  The purpose was very clear, to stop cases which were 
begun simply to try harass, or to get into the discovery phase to dig up something 
worth suing over later on.   It was widely recognized and accepted that this would 
be an easy tactic used to harass and terrorize someone with a purpose to use the 
system to extort a settlement with no real basis for a lawsuit, and that was not 
wanted! 

 
All of these rules and restrictions made sense, particularly given the 

incredible power and responsibility the courts and lawyers who administer them 
held.  And, believe it or not, this actually worked, more or less, for quite a long 
time.  In general, lawyers were very buttoned up about civil lawsuits and they were 
extremely rare.  In fact, even as late as the 1960’s, the feeling within the legal 
profession about going to trial was extremely negative.  Lawyers who went to trial 
on a civil issue were seen as having failed at their job, which was to help the 
parties work it out, not to sue! 

Of course, this was also a time when courtesy among lawyers was absolutely 
expected, and where the appearance of impropriety was as important as the doing 
of something wrong itself.  Image was everything and no one wanted to look bad, 
or appear to be stirring up a lawsuit just to create more billable hours.   
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So what happened? Where did the civility and honor in law go?  And more 
importantly, HOW did this happen?  I mean, if the lawyers were so good at 
governing themselves out of this despicable behavior, how did it all change?   

 
The WHY is easy to see – money!   Law as a business took hold about the 

time that everything American was turned toward the almighty dollar, and lawyers 
were no exception.  They controlled the very system that kept them in check, so 
why not just change it.  

 
The HOW is really where our story picks up: How to defeat the 4 pillars of 

legal ethics that kept the lawyers from taking over and corrupting the very 
legitimacy of our system itself.  The answer is with 4 changes in our system.  Four 
changes that began in the 1960’s and culminated in the 1980’s—just over 20 years!  
20 years that unleashed a litigation monster and changed everything!  These 4 
changes were:   

 
1) Contingent Fees Allowed,  
2) Attorneys allowed to Advertise,  
3) Ethics Rules dramatically relaxed,  
4) Court Attitudes and Procedural Rule changes to encourage 

litigation. 
 
I am sure you have already noticed something very interesting about those 4 

things.  They are the same four pillars of the legal system that held the demon 
known as lawsuits in check.  We have now let that demon out of his cage and are 
reaping the consequences.  The Lawsuit Lottery is on!  Here is what happened. 

 
 
 
 
 
1. Contingent Fees Allowed. 
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In virtually every civilized society in the world the contingency fee has been 
expressly avoided for professionals like doctors, accountants and lawyers.  There is 
simply too much temptation to allow those entrusted with our health, taxes and 
personal freedoms to be influenced by a contingent fee.  English common law, 
German and French civil law and even Roman law all agreed it was unethical for 
lawyers to accept a contingency fee! 

 
Why does this make sense?  All we need to do is look at what Mr. Morris 

Eisen did to see.  Mr. Eisen ran one of the biggest personal injury law firms in the 
country employing 45 lawyers up until 1990.  That was the year it unraveled for 
this multimillionaire legal success story.  Mr. Eisen and his firm became so 
successful by promoting the use of the contingency fee.  He was famous for “no 
fee unless we are successful.” 

 
Successful he was, maybe too successful.  In fact in the end when Federal 

Prosecutor Andrew Maloney detailed the charges against Eisen, he identified over 
$9 million in judgments that were collected by Mr. Eisen’s firm, resulting in over 
$3 million in contingency fees, plus reported expenses.  The problem was that 
these “fees” were earned by winning cases using such lawyerly tactics as bribing 
witnesses, bribing court personnel, suborning false expert testimony, doctoring 
photographs and manufacturing physical evidence! 

 
This included Mr. Eisen producing eyewitnesses who were not only not at 

the accident scene, but who were actually serving jail time at the time of the 
accident!  In another case Mr. Eisen had someone from his firm use a pickaxe to 
widen a pothole so it could be blamed for a supposed slip and fall incident. 

 
The case of Mr. Eisen is no exception either.  There are regular cases all 

over the country of lawyers who simply cannot avoid the temptation to outright 
abuse the system for financial gain.   BUT WE ALREADY KNEW THIS!  That is 
why we didn’t allow contingent fees at all – It is just too tempting.  I mean, who 
better than the lawyers, who use and control the system, know how to misuse and 
abuse that same system! 
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Nevertheless, the contingent fee was the first of the four pillars to fall.  The 
lawyers successfully argued (or should I say, they used the excuse that) too many 
people were being denied access to the legal system and that it was necessary to 
introduce a contingency fee model to help those poor “innocent victims” find good 
lawyers.  Ignore the fact that there were no complaints from aggrieved victims who 
had failed to find legal counsel.  It seemed that only the lawyers had been 
concerned that nameless minions where being underserved by their talents.    

 
But of course, it worked!  But why wouldn’t it?  I mean who has the friends 

and influence in the state legislatures to make such a change?  That’s right, the 
lawyers.  So state-by-state contingency fees were legalized, and in 1964, Maine 
was the last state to fall.   

 
Down went pillar number one!  Lawyers were now free to become partners 

(in crime?) with their clients.  Now instead of the lawyer encouraging their clients 
to stop being damn fools, and to settle, they would do just the opposite—encourage 
more litigation.  Their livelihoods (or should I say profits) now depended on it! 

 
 
2. Attorney Advertising. 

 
With the pillar of contingency fees down, the prohibition on advertising 

became all that much more important.  It is one thing to be able to offer a 
contingent fee arrangement to a client who is already in the market for an attorney 
and who has walked in the door.  It is another to “stir up” the conflict itself by 
advertising! 

 
Advertising was simply not allowed.  That is until 1977, when an Arizona 

law firm decided to place an ad in the Arizona Republic.  Sure enough, that was it.  
The Supreme Court got involved and decided that it was unfair to not let the poor 
lawyers advertise just like everybody else.   

 
However, even the Supreme Court was concerned with what that could 

mean for the legal profession, and specifically admonished the state bar 
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associations to put “strict limitations” on the type of advertising that lawyers were 
allowed to do.  Specifically that meant only the name of the firm, the type of law 
practiced and a list of services with standard fees could be advertised.  That’s it! 

 
Now, let me ask you, is that what we see on television and billboards today?  

NOT EVEN CLOSE!  Instead what we see is a direct solicitation, using sleazy 
tactics and false promises to induce people with the lure of financial gain!  The 
shackles are off and lawyers are now able to do the unthinkable!  A case in point is 
Florida lawyer Craig Goldenfarb, who has taken legal advertising to an arresting 
new low—cardiac arrest that is.  His ad states “Personal Injury, Medical 
Malpractice, Nursing Home, and Liability for Heart Attacks in Public Places.” 

 
Did you get that?  He is implying in his ad, that if you have a heart attack in 

a public place then he will sue the store, restaurant, city or town in which you had 
it for you! Yes, that sounds like we have lawyer advertising under control and we 
haven’t slid into the gutter that the Supreme Court was worried about! 

 
The founding fathers would be turning over in their grave to even think this 

is where we have come.  But wait – there’s more!  We haven’t even gotten to the 
best part.  With pillar one and pillar two down, the lawyers really got serious and 
took aim at the heart of what would start the dollars really rolling – MORE WINS!  
You see, the 3rd and 4th pillar were still taking too many claims off the table, 
meaning the lawyers weren’t winning enough.  So when you can’t win by the 
rules, what do you do?  CHANGE THE RULES!  Especially if you control them! 

 
I think at this point you are getting the picture.  But even now you may still 

be saying:  “yes that sounds bad, but it is just business.  Lawyers have a right to get 
paid however they want and advertise for clients just like everybody else. What’s 
the big deal?  I mean the system is still fair right.  The courts aren’t getting paid for 
all these lawsuits.  If I get sued I will still get a fair trial.  And that’s all I really care 
about right?”  

 
Let’s move on and you can answer that question for yourself as we go. 
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3. Ethics Rules. 

 
Let’s talk about what ethic rules really are.  The ethics rules are the written 

codification of what is okay and what is not okay for a lawyer to do.  These rules 
are much stricter than the standard rules of business in general.  They are the 
“Moral Code” of the legal profession and since their inception in the 1800’s they 
have been taken very seriously!   

 
In 1969 these rules were standardized by the American Bar Association in 

the Model Code of Professional Responsibility.  This codification was VERY 
detailed and gave a great amount of guidance and specificity as to which conduct 
was acceptable and which conduct was not.  For example Ethical Canon 7-10 said: 

 
“The duty of a lawyer to represent 

his client with zeal does not militate 
against his concurrent obligation to 
treat with consideration all persons 
involved in the legal process and to 
avoid the infliction of needless harm.” 

 
In fact, if you were to read the full Model Code, you would have a very clear 

picture of what a lawyer should and shouldn’t do.  The Model Code was also 
divided into Ethical Cannons and Disciplinary Rules.  This was helpful in seeing 
what the moral reasoning was behind the actual rules themselves.  Additionally 
there were Notes to help further clarify any misunderstanding and help put forth 
the underlying purpose of the rules. 

 
Remember, we are dealing with LAWYERS.  These guys definitely know 

how to read between the lines and create alternate meanings when it serves them.  
They are also not stupid, so when the ABA put together the Model Code – it was 
specifically drafted to avoid the type of “interpretation B.S.” that lawyers do so 
well! 
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This WAS the third pillar that held up the courthouse that the legal 
profession inhabited.  But there was a problem for this new breed of 
lawyer/entrepreneur – It was too strict!  It was too clear! And it didn’t give these 
guys the room they needed to really take advantage of their newfound freedom to 
advertise with a contingent fee since doing so under the current Model Code might 
get them disbarred.   

 
Once again, when faced with a system where you can’t win by the rules, 

what do you do?  CHANGE THE RULES!  Especially if you control them! And 
that’s just what the lawyers did.  Here’s how they did it! 

 
To get around the detail of the Model Code the lawyers in charge got 

together and proposed that these rules were too long and that they should be 
streamlined to be easier to use.  So a commission was commenced to propose an 
alternative to these rules.  What emerged in 1983 were the Model Rules of 
Professional Responsibility.   

 
Before I continue I am going to warn you in advance that I have to give a 

small lesson on legal construction for you to understand the trick that these lawyers 
used.  You see, there is a fundamental premise that every first year law student 
learns, which says; “The more detailed the rules, the more clear (and more fair) 
they can be, but the more difficult they are to use and enforce.”  

 
Basically what this means is that if you make a simple rule that says “NO 

DOGS ALLOWED” it will be very easy to enforce, but it might not be totally fair, 
for example if someone walks in with a seeing eye dog.  To make it more fair we 
need to make it more complex, which means adding an exception, in this case: 
“NO DOGS ALLOWED (EXCEPT SEEING EYE DOGS).”  If we want to 
continue to make it more and more specific and include police dogs, or dogs under 
12 pounds, or any other exceptions it will continue to become more complicated. 

 
This is exactly why the I.R.S. code is so ridiculously complicated.  It tries to 

cut out exception after exception to tax exactly who and how the government 
wants.  But it is so difficult to use that we all need to hire accountants just to file a 



173 
 

simple tax return.   If we went to a flat tax it would be very easy to use, but would 
also likely not be very fair to many. 

 
The original Model Code was far more complex than the new and 

“improved” Model Rules.  That was because back in 1969 the ABA wanted it to be 
very specific and CLEAR so that it could be followed.  It was, after all, for 
lawyers, so a little complexity was not only a very good thing, but a necessity!   

 
The new Model Rules, on the other hand, were extremely simple and gave 

virtually no guidance.  The rules did away with the distinction between the 
reasoning and rule and had no notes!  Basically, they simply opened up the field 
and gave every lawyer in the country a blank check to argue what was ethical and 
what was not.  It was a coup!  The new ethical rules became, if there was no rule 
specifically against it (and those were mostly all gone), then you could make a 
reason for it! 

 
Of particular importance was the new RULE 3.1.  This was the icing on the 

cake that gave every sleazy lawyer all the reason he or she needed to sue anyone at 
anytime with no fear whatsoever of being disbarred for bringing a frivolous 
lawsuit.  Rule 3.1 of the new Model Rules says: 

A lawyer shall not bring or defend 
a proceeding, or assert or controvert 
an issue therein, unless there is a 
basis for doing so that is not 
frivolous, which includes a good 
faith argument for an extension, 
modification or reversal of existing 
law.  

To make the point of how much more “streamlined” the new rules were, we 
should note that this one sentence rule replaced: Ethical Canon 7-1, Ethical Canon 
7-4, Ethical Canon7-5, Ethical Canon7-14, Ethical Canon7-25, Disciplinary Rule 
5-102, Disciplinary Rule 2-109 and Disciplinary Rule 7-102!  That’s right, all of 



174 
 

these rules, (which I will spare you from the details of) were replaced with a single 
sentence! 

 
But that is not the worst part.  It was replaced with a single sentence that 

used one of the most cherished and favorite of all lawyer tricks – The Double 
Negative Injunction!  Bear with me for just a few more minutes of legal 
construction class, because it is critical that you understand how tricky, how low, 
and how patently unethical this change really was.   

 
The Double Negative Injunction goes like this: “Don’t do this (bad thing), 

unless there is any reason that you can cite for doing it that is not bad.”  
 
Did you get that?  Now let’s read Rule 3.1 again: 

A lawyer shall not bring or 
defend a proceeding, or assert or 
controvert an issue therein, unless 
there is a basis for doing so that is 
not frivolous, which includes a good 
faith argument for an extension, 
modification or reversal of existing 
law.  

Do you see it now?  Are you even clear what the rules are trying to 
accomplish?  For sure I know what they were trying to make it LOOK LIKE!  
They want it to look like there is a prohibition on lawyers bringing frivolous cases.  
Well if that was what they wanted to do, why didn’t they simply say: “it is 
unethical to bring or defend an action that is frivolous.”  In fact this is exactly 
what the effect of the original Model Code was! 

 
So why didn’t they just say that?  THE ANSWER is that they didn’t want to 

make it unethical to bring a frivolous case!  They actually wanted to give the 
lawyers any possible reason they could come up with to do just that.  So instead of 
simply saying NO FRIVILOUS LAWSUITS, they said don’t UNLESS you can 
point to ANY BASIS that it could be brought which is NOT frivolous.  
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DO YOU GET IT NOW!  This is a HUGE legal distinction and completely 
obliterated the pages of canons, rules, notes and guidelines from the original 
Model Code with this one sentence! 

 
To top it off, they even included the most liberal and all inclusive of all 

reasons by saying:  “which includes…a good faith argument for an extension, 
modification or reversal of existing law!!!!”  That means that you can bring a 
completely frivolous case and simply say: “yes, I know this case is frivolous, but 
there is ALSO a reason to bring it that is not frivolous because we are arguing for a 
change in the law (which they don’t care about and know they won’t get anyway) 
and therefore it is OKAY!! 

 
Can you say (please excuse my French) BULLSHIT!!! 
 
 

4. Court Attitudes and Procedural Rule Changes. 
 

Okay, so we are down to the final pillar (if you can call it that by now).  
Clearly the courthouse has already collapsed and is laying on the ground.  I hope 
by this point you can see that we have all been hoodwinked.  The legal system is 
now little more than a scam run by some of the most cleaver scammers of all – 
lawyers!   And there is no one watching them but themselves.  The foxes have 
finally figured out that they were the only ones guarding the henhouse!  The lure of 
easy money has won the day and you and I are left with a crooked legal system 
controlled by the very people who have turned it into an extortion racket! 

 
So we have now seen how the lawyers have given themselves the right to 

become part of the action directly with a contingent fee.  We have seen how they 
have given themselves the permission to aggressively advertise and spark up the 
litigation frenzy we are now all in.  And we have seen how they have dismissed the 
ethical rules that would have prohibited them from using the legal system as a tool 
for extortion.  The only thing left was to figure out how to keep their cases “in 
play” even longer for their pressure cookers to really start heating up their profit 
machine! 
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So let’s take a look at the final pillar – Court Attitudes and Procedural 

Rules.  To help you understand what this pretty big topic is all about and why the 
attitudes of the court and their procedural rules are so CRITICAL in keeping our 
legal system from corruption, I need to first explain how the legal system is 
REALLY used today by the predator lawyers, and what a far cry it is from its 
original design.    

 
This is the REAL SECRET of lawsuits!  This is the heart and soul of the 

aggressive, sleazy tactics, predator attorneys are using to literally EXTORT your 
money using our, once cherished, legal system!! HERE IS THE REAL STORY! 

 
Just for the sake of argument.  Let’s say that you are someone who is willing 

to get money any way you can, using any method or system available.  You don’t 
care how it works, where the money comes from, or who it hurts, as long as doing 
it isn’t going to get you thrown into jail.  You just want as much cash as you can 
get your hands on.  Granted 95% of the people out there do not fit this description, 
but unfortunately we all know that some do! 

 
So what if you are that person, AND you happen to be a lawyer who 

understands how the legal system works?  The question becomes: “Is there a way 
to use the legal system that is technically ‘legal’ to essentially extort money from 
someone?”  

 
As I am sure by now you have figured out, the answer is YES!  The question 

then becomes, what would that “scam” look like?  Here it is! 
 

The SCAM goes like this: 
 

1) FIND someone with money that you would like to extort. 
2) Create a REASON that you are entitled to the money. 
3) Get in front of a judge who has the POWER to forcibly take the 

money and give it to you. 
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4) And then to somehow CREATE a legitimate incentive for that 
person to voluntarily GIVE you their money, and  

5) Do it all without getting into trouble for doing it! 
 

That’s it right?  Now do I really care what the ‘reason’ is?  NO I don’t!  Do I 
even care if it is a legitimate reason?  No! In fact, it is better if I can use ANY 
possible reason, since finding legitimate reasons would only make my job harder.   

 
The trouble comes in at step 4 – which is that I need to create a legitimate 

incentive for the other party to actually GIVE me their money.  That part sounds 
difficult.   

 
Here is where the trial lawyers who reshaped our legal system into its 

current distorted form knew something that you probably didn’t.  The REASON 
that someone would voluntarily give you their money is if it actually cost them less 
time, energy and money to do it than it would be just beating your phony reason 
outright in court.   

 
Did you get that?  The challenge in this scam is that the lawyers had to make 

it MORE EXPENSIVE for you to fight, than to simply PAY THEM OFF!  So 
HOW did they do that?  This is where the trial lawyers got organized and started 
taking aim at the attitudes of the courts and the procedural rules that they employed 
to keep lawsuits in check.  

 
You see, in order for this scam to work, the lawyers need the lawsuit itself to 

be a long and drawn out process, which in turn makes is emotionally and 
financially expensive!  This is the key in the Legal Extortion racket.  The case, 
even a bogus or frivolous one, needed to be expensive and create fear.  If not, the 
extortion wouldn’t work since the phony claims would eventually be found out. 

 
The judge, in conjunction with specific court rules and the Rules of Civil 

Procedure are what determine which cases get in and how long and drawn out they 
will be.  Well, up until around the 1970’s the attitude toward litigation was 
decidedly negative.  As such, judges and the Rules created a high barrier to 
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instigating just any old lawsuit.  They also created strict procedures around the 
discovery process, which kept cases moving along, and didn’t allow them to stray 
from their original issues.  It didn’t do the lawyers any good to get into court just to 
get thrown right back out.   

 
Once again, when faced with a system where you can’t win by the rules, 

what do you do?  CHANGE THE RULES!  Especially if you control them! And 
yet again, that’s just what the lawyers did. 

 
Now I need to take a moment and stop here to make sure that you 

understand exactly who the players are in this scheme so you will understand 
exactly how they did it.  In 1977 (does this date seem at all coincidental to you?)  
these aggressive trial lawyers decided that in order to affect such a large scale 
change in the attitude toward lawsuits, they needed to get some serious clout in 
Washington. So in that year they created the Association of Trial Lawyers of 
America (ATLA).  This was not a social club or even a study group – it was a 
lobby.  A Political Action Committee (PAC), designed for one thing—to influence 
Capital Hill!   

 
Now what did the trial lawyers care so much about in Washington?  Laws, 

that’s what.  You see, the trial lawyers not only wanted to influence the courts and 
procedural rules, but they wanted to control which laws were passed and HOW 
they were passed.  More laws make more lawsuits!  Remember, their motto even to 
this day, is that lawsuits are good and that we need more of them! (Please tell me I 
am not the only one who thinks this is insanity!) 

 
And they absolutely wanted to STOP any attempt whatsoever to limit their 

right to sue or the amount of money they could seek in damages.   It doesn’t matter 
to them if as a society we are suffering and creating an untenable legal morass in 
which only they really win.  As the middlemen, they want lawsuits at all costs!  
And if you want to know who someone is, just look at what they say.  Past 
president of the ATLA, Roxanne Conlin, said about even the prospect of some type 
of tort reform:   
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“The system works just fine…That is a fact.  
What those who seek to limit the rights of the innocent 
injured seek to do is make it not work.  So we don’t 
think of these as reforms; we think of them as 
deforms.” 

 
Indeed it DOES work just fine if you are a TRIAL LAWYER!  These are the 

guys (and girls) we are talking about.  They are the ones that sue and the ones who 
want the system to be a stacked in their favor as much as possible (remember they 
are now part of the action with the contingent fee).  And they are good at what they 
do!  In fact, Lester Brickman (a professor at my alma matter law school in New 
York, Cardozo Law) said: 

 
“The Association of Trial Lawyers of America 

has achieved an unparalleled track record on Capital 
Hill.  While other special interests regularly sacrifice 
losses on one front in order to win on another, and 
occasionally leave Capital Hill licking their wounds, 
ATLA has never compromised and never lost. Ever!  
No other lobbying group can make that claim.” 

 
Can you say POWER!  I really want you to get this.  The Trial Lawyers are 

stacking the game!  Why do you think that we are the ONLY country in the entire 
world with a litigation crisis?  Really?  It’s not because we are more fair, it’s 
because we are more UNFAIR.  We have created a country of victims who have an 
army of hired guns using unethical tactics to capitalize on someone else’s 
misfortune, creating yet another misfortune by suing to death someone else, 
regardless of merit! 

 
Now I want to be very clear, Congress could end this crisis in a SINGLE 

DAY!  And they could do it AND create a fair system where compensation for 
misfortune would not run by lottery.  They could do it and create MORE money 
for real victims by cutting out the middlemen (LAWYERS!)  One simple shift in 
one simple rule would bring it all to an abrupt end!  Britain, Canada, France, 
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Germany, Switzerland, in fact every other civilized country in the world – none of 
them have SOLD the keys of their county to their lawyers!  We are the ONLY 
ONES, not one single other country has the killer combination of allowing 
contingency fees, advertising, removing ethics and court and legislative consent!  
No one!  Doesn’t this seem odd? 

 
Everyone but the lawyers are punished in our system.  Not only do the 

victims not come out ahead for being used as pawns in this ridiculous charade 
(studies show that the people who receive their share of these ridiculous awards are 
worse off and less happy after receiving their awards than before they won the 
Lawsuit Lottery), but our entire system has become a joke!  And a small group of 
exceedingly powerful lawyers are laughing all the way to the bank.  They don’t 
care that we are bankrupting not only our system, but our legitimacy as well.  They 
want to ride this horse until it’s dead – period! 

 
Forgive the polemic rant, but this really is infuriating, because it affects us 

all.  It also points out how much power our system has given to so few and how 
money runs it all!  Well let’s get back to the meat of the story. 

 
What the trial lawyers have been so successful at doing by changing the 

overall attitude of courts and their respective rules of procedure is give themselves 
more leverage at step 4 of the Legal Extortion scam.   Let’s look at the stats of the 
average med mal case (I am using a malpractice case since the best stats are 
available; however, it is very representative of the overall legal system). 

 
• The average time to complete a lawsuit is 45 months (almost 4 years!) 
• The average cost of a lawyer is $400 per hour 
• The average cost for expert testimony is $5,000-$10,000 (per expert) 
• The average cost to defend BEFORE TRIAL is $46,000 
• The average cost of a TRIAL $180,000 
• Average cost to SETTLE a claim is $260,000 
• 57% of all malpractice fees go toward paying attorneys 
• 43% of all insurance defense costs go toward claims that have NO MERIT 
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Now let me put these stats in context with how our Legal Extortion scam 
above really works.  If I sue you with a bogus or frivolous reason, I will most 
probably (although not certainly) eventually get thrown out of court.  But I will 
also create a significant amount of expense, and more importantly fear in your life 
for as long as I can keep the lawsuit going.  If I can count on at least a couple of 
years of legal B.S. (remember the average is almost 4 years) you will have to factor 
in the overall cost for you to defend the lawsuit. 

 
This is the trick.  If I then come to you and offer to ‘settle’ my claim with 

you for something that approximates your overall cost to defend, AND give you 
the added bonus of having all the pain end right away, would you take it?  The 
answer for most people is yes!  And this is just as true for a frivolous lawsuit as it 
is for a real one.  That, my friends, is LEGAL EXTORTION! 

 
As one humorist once wrote: 
 

"If a man stopped me in the street, and 
demanded of me my watch, I should refuse to give 
it to him. If he threatened to take it by force, I feel 
I should, though not a fighting man, do my best to 
protect it. 

 
If, on the other hand, he should assert his 

intention of trying to obtain it by means of an 
action in any court of law, I should take it out of 
my pocket and hand it to him, and think I had got 
off cheaply." 

 
    Jerome K. Jerome 

 
 

Is this racket beginning to make sense to you now?  Some of you are 
probably moving from the resistance or denial phase to the anger stage, and I 
understand that.  These are very infuriating facts!  And I want to warn you that 
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there is more.  It actually gets worse.  When I tell you specifically the reforms and 
changes beneficial to us all that ATLA has been successful in lobbying against you 
will be truly astounded!  You will understand how fundamentally corrupt our legal 
(and political) systems have become.  You will see how the lawyers continue to 
strike down anything that will affect their ability to increase their fees, no matter 
how good for the country it might be. 

 
But first we need to wrap up our conversation about Legal Extortion.  You 

might have noticed one small detail that has left an open question for you in our 
scam.  Doesn’t it make sense that the loser of a lawsuit, especially a frivolous one, 
would have to pay back the legal expenses and costs that they forced the winner to 
incur as a result of their failed attempt? 

 
YES, it does.  This is called the “loser pays” system, and it is employed in 

virtually every other developed country in the world.  How it works is simple. If I 
sue you and I lose, then I am responsible to pay you back the costs and expenses 
you had to incur because of my lawsuit.  The idea is to put you back into the 
position you were in BEFORE I sued you!  That’s it.  As I am sure is completely 
obvious to you, not only is this FAIR, but this makes TOTAL SENSE!  It 
absolutely discourages me from suing you unless I have a very solid reason, by 
creating a financial risk for me to begin the dispute.  And if I do have a good case, 
I have every encouragement to still bring it. 

 
In fact, this one feature alone can be credited to a great extent for the reason 

that no other country in the world has the litigation crisis we have here in the U.S.   
And, guess what? WE DON’T USE IT! 

 
This is that one single change I was referring to above that would end this 

ridiculous scam overnight.  It would immediately topple the billboards and make 
the onslaught of television commercials disappear.  Why?  Simple – Money!  
That’s right, it would turn the tables on the trial lawyers because they would then 
have a financial risk for taking on bogus cases.  It would be their client, not the 
defendant they dragged into the case, who would pay the winners ‘ridiculous fees’ 
if they lost.  And to top it all off, if the plaintiff were not able to pay then the 
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lawyer would be responsible!  Does anyone think that might change things around 
a bit? 

YOU BET IT WOULD!  But don’t hold your breath.  Not only is this the 
holy grail of features that the trial lawyers will die defending, but there isn’t even a 
conversation around changing our “No Loser Pays” system.  Not even a 
conversation!  That means that ATLA has killed even the mention of any changes 
in this! 

 
Again, I would like to ask you:  “Does this make any sense?”  I sue you for 

some B.S., you run up $82,000 in legal fees, not to mention that you have to live 
with the stress and uncertainty of a lawsuit for several years and then YOU WIN!  
In fact, let’s say that you win on ALL COUNTS and I get flatly thrown out of 
court with a strict admonishment by the judge not to bring this kind of junk in his 
courtroom again.  But guess what? YOU ARE STILL OUT THE $82,000 and I 
don’t have to pay you back a cent!  DOES THAT MAKE ANY SENSE! 

 
Okay, we are almost done with this section.  But before we move on I want 

to give you what I promised earlier and take a look at the list of ‘accomplishments’ 
by the TRIAL LAWYERS (ATLA) since their inception in 1977.  Here is what 
you can be proud your system in Washington is doing for you: 

 
1) In the 1977, ATLA killed federal no-fault automobile litigation, 

which would have eliminated hundreds of millions of dollars in 
lawyers fees, each year! It would have also eliminated one of the 
most common types of lawsuits, thus relieving tremendous pressure 
from our legal system and providing a built in remedy for 
EVERYONE (not to mention a strong incentive to buy your own 
auto insurance)!  In fact, NO FAULT is one of the most respected, 
developed and proven ways to create a FAIR system and cut out the 
HUGE expense of the unnecessary middleman. It would have also 
DIRECTLY led to decreased insurance premiums for EVERYONE, 
which would have come directly out of the lawyers’ pockets!  So 
yes, of course the lawyers killed that one! 
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2) Since 1977 to the present day, ATLA has successfully warded off 
dozens of attempts to reform the Medical malpractice arena, usually 
killing any bills before they even leave a Congressional Committee.  
As a result doctors are facing their own malpractice insurance crisis 
and in many states insurance is now unavailable, or ridiculously 
expensive.  (This has produced so many negative effects in our 
system that a separate report could be written on this issue alone!) 

3) From 1977 to the present ATLA can be most proud of their 
relentless crusade to kill any legislation that attempts to reform 
product liability laws.   Some of the proposed changes would have 
capped ‘punitive’ damages against manufacturers and forced the 
loser in the case to pay all the legal costs! (DID YOU GET THAT?  
They have been massacring any attempt to change to a “loser pays” 
system). 

4) ATLA has been successful at killing any reforms around any of the 
mass torts like; asbestos litigation, breast implant, tobacco, etc.  
Basically any proposal that would have created a sensible 
compensation package for victims has been killed in favor of a 
case-by-case winner takes all approach that maximizes the trial 
lawyer fees. 

5) ATLA stopped the Montreal Protocols, which would have created a 
system for compensation on airplane crashes, creating sustainable 
predictability. (Jonnie Cochran was famous for being on the ground 
“to support victims” in an Alaska Airline crash before most of the 
victims had been seen in the hospital by their own relatives!) 

6) They have consistently killed attempts to introduce more 
Alternative Dispute Resolution (ADR) systems like mediation and 
arbitration since these produce faster, less expensive results and 
require less attorney involvement, meaning less fees! 

7) ATLA has been successful at killing reforms of the Joint and 
Several Liability laws.  Currently these laws say that a co-
defendant, which is 1% responsible, can be made to pay 100% of 
the award.  Reforms would have limited that to only the percentage 
of their fault (1%).  This would have limited the lawyer’s ability to 
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find the ‘deepest pockets’ regardless of fault, and thus was 
summarily killed! 

8) ATLA has been hugely successful at keeping the FORUM SHOP 
open.  Forum shopping is where lawyers choose a jurisdiction to 
bring the case, which has the most favorable rules for THEM.  
Reforms would have required the cases to be brought in the 
jurisdiction in which they are connected, not the best jurisdiction for 
the lawyers. 

9) ATLA has been successful at killing any attempts to reform the jury 
selection (voir dire) process.  Currently we don’t have a jury of our 
peers, we have a hand-selected jury, which is most likely to return 
the largest awards.  Reforms would have limited the Trial Lawyers 
from their ridiculous hand selection process and given them the 
luck of the draw instead of allowing them to stack every jury using 
a team of trained specialist who are free to use everything from 
questionnaires to videos to face reading experts to dissect the 
reactions of the possible jurors and find the ones most likely to 
support their case and bring back the biggest awards. 

10) ATLA has killed any legislation designed to identify and address 
‘fraud and abuse’ of the litigation system by plaintiffs’ and 
attorneys. (This is so self-serving and patently absurd that it is hard 
to comment.  So much for them governing themselves). 

 
 
Even when individual States have been successful in introducing some form 

of Tort Reform, ATLA has often been successful in using its influence to reverse 
or overrule these reforms as unconstitutional!  And always with a cynical smile and 
the line that they are “protecting innocent victims.”  Please! Give me a break!  
How about looking at the legal system as an extension of our social and 
governmental systems and think about what is best for everyone, not just the 
lawyers. 

 
In fact ATLA has been so successful in the last 30 years that their name has 

become synonymous with POWER POLITICS in Washington.  It has also 
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attracted a lot of attention from those who would like to see reform and even the 
mention of “Trial Lawyers” now creates some seriously negative press and bad 
feelings.   

 
These guys are so bad that they have even soiled their own name!  So what 

do you do when you can’t win by the rules?  Change the rules of course!  
Especially if you control them.  This strategy has worked so well that they decided 
to try it again to get the huge negative publicity off of themselves.  So in 2006, the 
Association of Trial Attorneys of America officially changed their name to the 
American Association for Justice (AAJ)!  Now doesn’t that even sound more 
humane?  Right! 

 
So what has all of this JUSTICE really gotten us?  Well let’s just look at it 

this way.  All this money has to come from somewhere to pay the lawyers.  Guess 
where?  

 
• The cost of the U.S. tort system4 for 2003 (last available stats) was $246 

Billion dollars, or $845 per citizen or $3,380 for a family of four.  2008 
estimates are over $5,000 a year for a family of 4! 

• This cost is paid by YOU in increased prices for everything from a ladder to a 
car to your medications. It’s like taking $5,000 out of the average families 
pocket in a TORT TAX every year!  (The average family in America makes 
approximately $48,000 a year, making their tax a whopping 10.1% of their 
total income!!!) 

• U.S. Tort costs increased 35.4% from 2000-2003!  
• The U.S. Tort system is inefficient; it returns less than 50 cents on the dollar 

and less than 22 cents for actual economic loss and damages. (Which is to say, 
even if you agreed with the premise behind the system, it still DOESN’T 
WORK!  There is simply too much FAT in the middle!) 

 
 

                                                
4 Stats are from Tillinghast-Towers Perrin.  U.S. Tort Costs: 2004 Update, (New York, New York, 2005).  It should also be noted that these stats 
DO NOT include the overall costs to society such as the economic impact of the bankruptcies, lost jobs, decreased GNP and other related costs 
and expenses.  These are only the DIRECT costs associated with the Litigation Machine.  It is estimated that the overall impact is 3-5 times the 
direct costs!  That’s a TRILLION dollars a year! 
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This is how each of us is affected even if we never get sued!  In fact, if you 
make over $200,000 a year, then for your family, the estimated TORT TAX for 
2008 is going to be more like $20,750!  Did you get that?  You will pay over 
$20,000 next year in increased prices for products and services just to cover the 
costs of the ravenous lawyers in our legal system.  

 
Okay, I think we have made the point.  Our legal system is broken!  And we 

know why!  We have SOLD our legal system to the lawyers and they are 
squeezing it for all its worth.  It really doesn’t make any sense to keep beating this 
horse.  Right now that is the way it is, and there is no foreseeable change in sight.  
The interests at hand are just too strong and until we have a major nationwide 
crisis, or a real change of heart in the American people, then this is the way it is 
likely to stay.   

Our challenge is not to continue to get angry but to simply ask; “is there 
anything I can do personally that helps me live within this type of system?”  
Because, unless you are considering opting out altogether, and moving out of the 
country, then you are in the Lawsuit Lottery, like it or not!  

 
 

Section 3.  The Options. 
 Understanding the Alternatives to the Litigation Crisis… 

WHAT WORKS AND WHAT DOESN’T! 
 
OK. We’ve come a long way, and if you’re still listening to this, you must 

be very interested to know how our legal system has been corrupted.  And my 
guess is that it wasn’t 100% new information to you either.  I think by now most 
Americans have a felt-sense that something is very wrong.  But what you now 
have, that most people don’t, are the FACTS of exactly WHAT is wrong!  Most 
people have never been given access to this information, and you are better 
prepared now than 99% of all Americans to understand what we are going to talk 
about next.   

 
What YOU can do about it? 
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Let me first give you the lay of the land in this next area.  We all know that 
every action produces an equal and opposite reaction.  The Lawsuit Lottery is no 
exception.  Since about the mid 1980’s lawyers on the other side of the fence 
started coming up with clever ideas and concepts to combat the increasing chances 
that they and their clients would get caught up in the frenzy and risk everything 
they own.   

 
A few of these ideas and concepts turned out to be VERY, VERY GOOD!  

In fact one particular idea really takes the cake, and turned out to be unstoppable, 
creating a virtual block to the entire lawsuit madness. (I will tell exactly what this 
one idea was and why it is so powerful later in this report)  However, many of the 
ideas and concepts that sprung up were incomplete, weak, worthless, or just plain 
bad.  And in some cases they were outright scams! 

 
Because there are so many of these things floating around out there 

(especially on the Internet), I am going to first take the time to address every major 
concept out there and give you the REAL STORY on each one.  Because, unless 
you understand the whole landscape of choices, then it will be difficult for you to 
see which ones apply, or are right for you. 

 
Let me also be clear here.  Some of these ideas are good and many of you 

will discover how to protect virtually everything you own with almost NO 
EXPENSE at all, because I am going to tell you EVERYTHING!  Others of you 
will understand exactly what you would need to do to protect yourself and will 
have the information and options at your fingertips so that you can make the best 
choices, both legal and financial, for yourself.   

 
In general the various methods developed to combat the litigation crisis 

come under the heading of Asset Protection.  While this is a very broad topic, it 
basically applies and has become the industry standard term, so I will use it here. 
So let’s just take a look at them one by one. 

 
 

a. Bankruptcy Exemptions. 
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Let’s start with a form of asset protection that you already have!  That’s 

right, believe it or not, you already have a list of assets that are protected from your 
creditors.  This list is written in 2 places and comes under the name of ‘Bankruptcy 
Exemptions.’  The first place is in your State’s Bankruptcy Code, and the second is 
in the Federal Bankruptcy Code.   

 
What these exemptions are is what the State or Federal government has said 

you can KEEP in the event that you choose, or are forced into, bankruptcy!  In 
general the State exemptions are much better and until recently you were free to 
choose the rules that worked best for you (I will tell you shortly how special 
interest have now changed that and made it much harder to use this protection).   

Depending on which State you live in, the bankruptcy exemptions could 
either be very good and protect quite a lot, or not so good and protect almost 
nothing.  For example, if you live in Florida or Texas, you have an unlimited 
homestead exemption!  That is VERY GOOD.  Basically what that means is that 
you can have a home worth $10 million dollars and still discharge ALL of your 
debt obligations, including a lawsuit judgment! 

 
Also included in that may be the cash value of any life insurance or annuities 

you might own, as well as all of your qualified Pension Plan money and even your 
IRA’s.  What this means is that, as long as you have all of your assets in one of the 
exempt assets, then you ALREADY HAVE all the asset protection you need!  
That’s great, and for some of you (if you live in Florida or Texas) that might be it.  
No more planning is necessary or advisable! 

 
That is the good news!  Now for the not-so-good news: If you don’t live in 

one of those 2 states, OR if you have other assets that are not exempt, then 
bankruptcy will do less and less for you.  And in most states the exemptions are not 
nearly as generous as Florida or Texas.  For example, California has the following 
exemptions: 

 
Home:  $50,000 (double if married) 
Jewelry: $5,000 
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Car: $1,900 
Tools of the Trade: $5,000 
Pensions: Unlimited 
Life Insurance: Only exempt if it says cannot be used for creditors 
* You may also keep your home appliances, food and your burial plot, and 

that’s basically it! 
 
Not so cool if you happen to live in the most populated state in the country.  

This is especially true if you have any equity in your home, which almost everyone 
does in California!  New York, New Jersey, Pennsylvania and most other states are 
much like California, which means bankruptcy is not a great options if you are 
serious about really protecting your assets. 

 
But there is more on this topic.  As if this weak form of asset protection 

weren’t already limited enough, in 2005 your Congress in Washington decided to 
get involved and pass the Bankruptcy Abuse Prevention and Consumer Protection 
Act.  That sounds pretty good right?  

 
WRONG!  What this act really does is make it harder, not easier, to use the 

asset protection provided by bankruptcy.  This is, yet again, another example of 
your Congress working not for YOU but for the special interests that give them the 
most money.  This ACT was drafted by guess who?  Credit card companies and 
other lenders!   

 
See these companies are very good at getting you INTO debt, but don’t want 

you to have access to relief if they get you into too much debt, or if you fail to pay 
the 25% interest rates they charge.  So they lobbied Congress to enact a law that 
purports to “promote fiscal responsibility of individuals and business entities.”   

 
The REAL EFFECT is that the act makes it much harder to use the 

protections afforded in bankruptcy, even in FLORIDA and TEXAS!  The effect of 
the law is basically that you can no longer choose to use your own State’s 
exemptions anymore.  Instead, unless you have lived in the state and owned your 
home for 1215 days prior to your bankruptcy, then you must use the new 
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FEDERAL guidelines.  And guess what they are?  $125,000 for your home, even 
in Florida and Texas! 

 
That’s not all, there is also means test, which you must pass which makes it 

more difficult to use Chapter 7 (liquidation), which wipes out ALL of your debts.  
Instead, the Act forces you into Chapter 13 (reorganization), which makes you 
PAY back much of your debt!  It also creates criminal penalties and sanctions if 
you try to shift assets from a non-exempt form to an exempt form prior to using 
bankruptcy.  The Act also expands the list of non-dischargeable debts, and a whole 
lot more – none of it good for you and all of it good for your creditors! 

 
Without boring you with all of the details, basically it comes down to this; 

bankruptcy exemptions are VERY LIMITED, and it is now very DIFFICULT to 
use, unless you fit into them perfectly.  Bankruptcy should be seen as an absolute 
last resort and definitely NOT a strategy you should rely on to protect your hard 
earned assets! 

 
Let’s move on. 
 
 

b. Titling Assets in the name of your Spouse or Children. 
 

This is what I call the “Doctor’s Special.”  Somewhere along the line 
someone said to a doctor (or other high-risk professional), “why don’t you just put 
all your assets in your wife (or husband’s) name?”  The theory was that since the 
doctor was the high-risk spouse it would be safer to put all of the assets into the 
name of the other spouse, or better yet, the children.  There is only one problem 
with that approach – IT DOESN’T WORK! 

 
This is really the ultimate in bad planning and totally misunderstands the 

reach of a judge to ‘recast’ almost anything to fit his or her desire. 
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First, I will point out the most obvious flaw in this approach.  It creates a 
nightmare if there is a divorce or other issue that requires the division of family 
assets! 

 
Second, it is worthless to protect against the liabilities of the spouse (or 

kids).  It is simply a “poor man’s” version of asset protection and doesn’t work! 
 
These two obvious reasons alone should be enough to completely erase the 

idea that somehow this is good planning.  Not to mention many possible negative 
estate planning and tax consequences.  However, if this is not enough, then let me 
briefly explain how a judge has the power to ‘reallocate’ or ‘recast’ almost 
anything they want to enforce their own decision.  Here’s how that works. 

 
First, you should understand that judges like power!  They absolutely don’t 

want anyone telling them what they can and cannot do.  THEY are the ones giving 
the orders and if you have ever REALLY seen a judge in action you would be left 
with no doubt that this is the way they work.  

 
Next, it is important that you know how the law works when the ‘form’ of a 

transaction is different than the ‘substance.’  Basically, there is a well-established 
legal doctrine called “Substance over Form.”  What that means is that no matter 
how perfect the form is (you can’t touch my assets because they are all in my 
wife’s name), the substance is what really matters (Did Dr. Neurosurgeon really 
give all his assets to his wife?)   

 
Once the judge has decided that the Form of the transaction is that the wife 

is simply holding the family assets, but the Substance is that we all know that they 
are not really all hers, then the judge dips into his bag of legal tricks and pulls out 
the appropriate tool to overcome the charade.  In this case he would simply say that 
the husband and wife have formed a ‘Constructive Trust’ and that she was in fact 
‘holding’ those assets for him as a Constructive Trustee.   
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From there it is an easy legal move for the judge to say that as a 
Constructive Trustee for him, she must now turn the assets over the court, and 
voila!  The transaction is undone before you can say, “hold the check.” 

 
We should also address one other form of titling that is occasionally touted 

as an asset protection tool, Tenancy by the Entirety.  TBE is a special way of 
holding title to an asset.  It is only available in a few states and only between a 
husband and wife.  Basically it says that both people own 100% of the asset.  Thus 
the theory is that if one spouse has a liability, then the creditors cannot seize an 
asset held in Tenancy by the Entirety, since it is also 100% owned by the other 
spouse. 

 
Once again, it sounds better than it really is.  The problem is that the tenancy 

can be severed very easily by death or divorce, thus leaving the property again 
open to a creditor.  It also has no effect if both spouses are liable (you are sued by a 
party guest (and their victim) for leaving your home drunk and getting into car 
accident on the way home).   Unless there is no other asset protection available I 
would not rely on TBE. 

 
So the next time someone says to you, “I’m safe I don’t own anything!  My 

wife is the rich one in the family...ha…ha”.  You can just laugh and then suggest 
they double-check their facts! 

 
 

c. Insurance.  
 

This is important to cover because insurance is really a double-edged sword!  
Let me say that I LIKE INSURANCE!  There is simply nothing better than having 
an insurance company, and their team of lawyers, in between you and someone 
who wants your assets! 

 
It feels wonderful and because of that I strongly recommend that as a general 

rule you should buy as much insurance as the insurance company will sell you!  
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That means homeowners, liability, umbrella, renters, and business liability, even 
rental car coverage!   

 
I know that is pretty strong, and I DO NOT SELL INSURANCE.  But I 

have represented over 3,500 clients, who collectively have over $3.5 Billion 
dollars in assets and so I do have some frame of reference to speak from.  Trust 
me!  BUY INSURANCE!! 

 
And, if you are a doctor, dentist, chiropractor, or any kind of healthcare 

professional, CPA, lawyer, contractor, architect, realtor or any other professional 
service provider then you MUST have malpractice, or errors and omissions 
insurance—no questions asked!! 

 
Not only is all this insurance absolutely necessary, but in many, if not most 

cases, it is not that expensive.  Except for the malpractice issue in the crisis 
specialties, the check you write to the insurance company is not going to be even 
close to the biggest check you write this year.  And what you get for it is 
significant peace of mind, if nothing else.  

 
Now having said all of that, I am going to tell you that under no 

circumstances should you rely on all that insurance as your ONLY line of defense!  
Did you get that?  I am going to say it again; “DON’T RELY ON IT!” 

 
Now that I have confused you, let me clear it up.  The reason why I am 

advising you to buy insurance is that IF it turns out that you are covered by the 
insurance you bought, then there is really no better deal out there.  We all know 
this is true, I mean doesn’t it feel good to get a check for the whole amount of the 
car you just totaled even if you only paid 2 months of insurance premiums?  That 
is a very good return on your investment. 

 
The problem comes in NOT when you are covered, but when you are NOT 

covered! And this is where learning how your insurance really works now, can 
save you a lot of grief later on.  Here’s how it works: 
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Insurance works by covering you for a specified liability.  For example, auto 
insurance covers you for auto accidents, but it doesn’t cover your home if it burns 
down.  For that you need homeowners insurance, which will cover your house 
burning down, but won’t cover you if your boat gets stolen.  For that you will need 
a separate boat owner’s policy, which will cover your stolen boat, but won’t help 
you if you get sued for selling a bad product.  For that you would need a separate 
business policy, which will cover the business liability, but won’t help you if you 
get sued for malpractice.  For that you need a separate malpractice insurance 
policy, and on and on and on… 

 
But what if you get sued for something that is NOT covered, like a 

harassment lawsuit from an employee?  Or what if the particular liability exceeds 
the amount of coverage you have (statistically very easy to do and getting easier as 
available coverage goes down and average jury awards go up)?  Or what if your 
bookkeeper forgot to pay your last premium on time and you don’t have the 
coverage you thought you did (which happens a lot!) In these cases you are plain 
out of luck! 

 
What would make a lot more sense is if you could buy an overall insurance 

policy that just insured everything you owned, instead of needing a specific policy 
for each and every different liability.  Something like Net Worth Insurance that 
covered everything!  In fact, this concept makes so much sense, that many people 
think that is what they have.  This is particularly true when they buy an umbrella 
policy.  But unfortunately it is not true at all! 

 
Insurance companies DO NOT SELL anything like Net Worth Insurance.  

They sell liability insurance.  And it is because of this that you cannot rely on it!  
The reason they only sell liability insurance is that they need to limit their liability. 
And the only way they can do that is by limiting what they cover.  That is why you 
need a separate policy for each possible area of liability in your life and that is why 
the exceptions in those policies keep getting bigger and bigger as insurance 
companies carve out more and more of what they will not cover.  (Just attempt to 
read any insurance policy you have lying around your house.  They have cornered 
the market on fine print!) 
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Because of all that it is now just too easy for you to have a liability that is 

not covered, excluded, or exceeds your coverage from your insurance.  And this, 
my friends, is a lesson that you absolutely do not want to learn after the fact!  It 
will be too late. 

 
There is also another very dirty, very hidden secret that insurance companies 

ABSOLUTELY do not want you to know!  This dirty little secret is not one you 
are likely to find out with your average fender bender claim. But if you ever file a 
real claim, then you will very likely get a peek into this dark closet! 

 
The SECRET is that your insurance company doesn’t work for you!   
 
Yes, I know you ‘hired’ them to cover your liabilities and you PAY them 

their monthly fee in the form of your premiums, but THEY STILL DON’T WORK 
FOR YOU, and they never will! 

 
So who do they work for, if not for their customers?  The answer is so 

simple that you probably just never noticed – they work for their shareholders!  
What that means is that they are working to maximize their return on the 
shareholders investment in their company.  YOU play the role of INCOME, and as 
long as you don’t make any real claims, then that is all they see you as. 

 
The issue comes in when you really need them and you make a real claim.  

Then you are no longer on the income side of their balance sheet, you are on the 
potential liability side, and that gets you a whole different level of ‘customer 
service!”  Here is what really happens! 

 
Let’s use your professional liability coverage as an example.  That could be 

your E&O policy or your general business liability policy, or your malpractice 
policy if you happen to be a medical professional.  I am going to ask you a 
question that I bet you have never asked yourself; “If you get sued and file a claim 
for your insurance to defend you, what is the very first thing your insurance 
company is going to do?”  
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Do you know the answer?  Would it surprise you to know that the very first 

thing they do is to audit your file and see if they can find any reason whatsoever to 
DENY you coverage!  That’s right.  You see the insurance company is working on 
their own return on investment, and each time they pay a claim, their ROI goes 
down.  When you make a claim, especially a big one, you immediately become a 
potential liability.  They don’t care at that point if you are no longer a client, they 
simply want to minimize their loss on you! 

 
Here is what it looks like in real life with one of my clients.  Dr. Jerston (I 

have changed his name to protect his identity) was a Chiropractor who treated a 
patient who had been in a car accident.  He saw her 6 times over a 3 month period 
before she self-discharged.  3 months later he got a request from a lawyer (with a 
signed release from his patient) for notes on his file, specifically the X-rays he 
took.  And here, he made a fatal assumption.  He assumed that the lawyer was 
representing his patient in the car accident case against the other driver, and trying 
to be helpful he sent the X-rays and his notes to the lawyer. 

 
He didn’t hear a thing until 6 months later when HE GOT SUED by his own 

patient for malpractice!  He immediately reported the claim to his carrier and they 
too requested a complete copy of his file.  What they found out was that his X-rays 
were missing (he didn’t keep a copy), and since he billed for taking them they 
claimed FRAUD and completely DENIED him coverage under the exclusions in 
his policy.   

 
He ended up fighting a bogus malpractice claim AND fighting his own 

insurance company to get the coverage he thought he had.  He ended up losing on 
both fronts and it almost completely wiped him out.  (By the way, this is about the 
time he called me for help – and as I am going to show you later, it was too late!) 

 
I don’t love insurance companies, and I have seen some amazingly unethical 

behavior that rivals that of even the most vicious predator attorney.  Nevertheless, 
they do often do what they are hired to do, so take advantage of them when you 
can.  The problem is that their list of exceptions and exemptions and ways in which 
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they can get out of covering you, added to the growing list of liabilities that are not 
even covered in the first place, leaves us with this basic rule: 

 
“Buy it, Just Don’t Rely on it!” 
 
Let’s move on. 
 
 
 

d. The Corporate Shield. 
 

The ‘corporate shield’ is one of the most misunderstood concepts in all of 
law.  It is easy to understand why, since the concept is actually a real legal 
concept.  It applies in cases of a corporation, like GM or Microsoft with respect to 
their shareholders.  What the corporate shield does is provide a barrier from 
liability to those shareholders. 

 
So if GM gets sued for a defective auto claim, the corporate shield will 

protect the shareholders from also getting included in that lawsuit.  The 
shareholders might lose their investment if the share price goes down, but they will 
not be at risk for any excess liability the company might incur.  That is the 
corporate shield and it does work, as long as we are talking about shareholders in a 
public corporation. 

 
But what about the doctor who has a ‘corporation’ for his medical practice?  

Or the businesswoman who has several corporations for her various investments 
and businesses?  Does the corporate shield work the same way for them?  NO it 
doesn’t!   

 
The difference is that when the corporation is run or managed by the same 

person or people who are also the shareholders, then the ‘corporate shield’ virtually 
disappears.  What that is called is “piercing the corporate veil,” and this has 
become the absolute rule of thumb for any personally held corporation. 
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What that means is that if your company gets sued for any reason, you are 
almost certainly going to be just as liable as the company!  That is true for a 
doctor, lawyer, CPA, business owner, real estate investor or virtually any other 
type of business you can think of.  And guess what else?  If you DO happen to 
serve on the Board of GM, or better yet are the CEO, CFO, COO or any other 
executive, for any company, then the corporate shield doesn’t work for you either!  
Just ask Enron CEO, Ken Lay (before his demise) or WorldCom CEO, Bernie 
Ebbers how well the corporate shield worked for them! 

 
In fact, if you do happen to hold a senior position at any company (big or 

small), then the real asset protection tools that do work (which I will explain in 
detail later in this report) will become all that much more important to you. 

 
So where does that leave the corporate shield as an asset protection tool?  

Well it is not totally dead, but it is very limited!  The corporate shield concept does 
almost nothing to protect you from liability in your own company.  But as long as 
you understand this and don’t see the corporation as some catch all liability 
protection, then the Corporation, and its cousins the Limited Liability Company 
and Limited Partnership, can and are very useful in an overall plan when used as 
appropriate.    

 
The corporate shield and the limits on liability are very useful!  Not in the 

form of ultimate protection for the owner, but as a way to insulate risky assets 
from safe assets within a whole portfolio.  When properly structured, especially 
when used in conjunction the real secret weapon of asset protection, these tools 
are very important to an overall asset protection plan.  But let’s not jump ahead of 
ourselves.  

 
Before we see how these tools integrate into an overall plan, let’s look at one 

final corporate form that has gotten so much press and is so misunderstood that it 
deserves its own section. 
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e. Nevada Corporations. 
 

If you thought the corporate shield was misunderstood, then you can’t even 
imagine the confusion around the infamous “Nevada Corporation!”  What is all the 
hullabaloo?  We just busted the myth around the corporate shield, so how is a 
Nevada Corporation any different? 

 
We are now crossing over from the legitimate to the illegitimate.  And there 

is no better place to start than the Nevada Corp.  Here is the real story.  The 
Nevada Corporation Scheme is NOT about asset protection. It is about tax 
avoidance and tax evasion!  This is why there has been such a buzz, because 
anything that promises lower or NO taxes gets some serious attention! 

 
There is one simple lesson to know here – Tax Planning and Asset 

Protection NEVER go together!  That’s it!  NEVER, and I mean NEVER!  So the 
minute you hear anyone tell you they have an asset protection program that will 
create more deductions or where you won’t have to pay any taxes until you ‘take 
the money out.’  RUN and fast!  

 
It doesn’t work!  And because I want to keep this part very clear and very 

simple, I am going to dispose of each of these scams as quickly as possible.  Here 
we go. 

 
The Nevada Corp is just like any other corporation.  There is NOTHING 

SPECIAL about it.  It is just a corporation registered in Nevada—that’s all!  Why 
it has gotten so much attention is because some unethical promoters decided to use 
it in an unethical way!  Here is their scam. 

 
Let’s say you have a business with $200,000 of net income.  Thus you pay 

taxes on that $200K at the net personal tax rate of, let’s say 35%, leaving you with 
$70,000 in taxes!  Their scheme says, create 4 Nevada Corporations.  Charge off 
your $200K in profits to these 4 (phony) consulting companies and pay only the 
Corporate Tax rate (which is only 15% up to the first $50K of income, which is 
why you need 4 phony Nevada Corps).   



201 
 

 
By doing this you will have 4 Nevada Corps, each with $50K of income, 

taxed at a rate of 15% for a total tax of $30,000!  That is a $40K tax savings each 
year!!  And by the way we will only charge you one year of saving ($40K) to set 
this all up for you.  Sounds good right? WRONG again! 

 
The problem with this little scheme is that it relies on YOU lying!  That’s 

right—lying!   
 
First of all you need to lie about what the 4 companies do, and make up 

phony companies to shift income (definitely not allowed by the IRS).   
 
Second you need to lie about the fact that you own all of these companies, 

because if you don’t then the IRS rules would require you to consolidate the 
earning of all 4 companies and your tax rate would be HIGHER not lower than 
your personal rate! 

 
Finally, in their plan you are then encouraged to lie about the deductions that 

these 4 companies have so that you can still get the money out for you to spend 
without triggering a double tax!   

 
You see, even if you followed their plan, and even if you actually did have 4 

separate jobs you could really have those 4 companies do, they are C-corporations, 
and that means there are 2 taxes, Corporate and Personal!  What that means is that 
AFTER you pay your 15% corporate tax, then the balance is distributable to you as 
a dividend and STILL INCLUDED on your personal return and thus you are pay 
MORE TAX – NOT LESS (unless you lie!) 

 
Now, I am not sure about you, but I do not advise clients to enter into 

planning that is based on them needing to lie for it to work!  And the ONLY reason 
these promoters chose Nevada, is because Nevada allows the formation of 
corporations which does not require you to list the shareholders, which makes it 
easier to LIE.  And that is ALL that the Nevada Corp Scam is all about! 
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So what is the lesson?  Simply stay away!  There is no reason you need to do 
a Nevada Corp, unless you live and work in Nevada, and even then there is no 
special benefit to you.  You can be sure that anyone pitching these to you is only 
putting you at risk by doing so, because when you are eventually found out it is not 
the promoter who will be responsible for the back taxes, penalties and fees, OR 
the possible jail time – It will be YOU! 

 
 

f. Pure Trusts, Constitutional Trusts, International Business Corps and 
other Abusive Plans. 

 
Now we are getting to the outright scams!  And, unfortunately 95% of what 

you find on the Internet, which goes by the term Asset Protection, actually fall into 
one of these scams!  These are all based on a complete misunderstanding of how 
U.S. tax law really works.  And they not only do not work as asset protection tools, 
but they can get you into big trouble, so be aware!   Here is how these scams 
works. 

 
Promoter advises you to set up a special entity.  It could be a Massachusetts 

Business Trust, or an International Business Corporation (IBC), or a 
Constitutional Trust, or a Pure Trust, or some other entity, real or made up.  They 
are basically ALL THE SAME because they are all abused in the same way.   

 
Now to be clear, these things I mentioned all so exist.  They are real entities.  

And all of the material a promoter will show you will be to prove to you that you 
can set them up.  I will tell you right now YOU CAN!  The problem is not in 
setting them up.  It is in using them!  And this is where the scammers, once again 
put you at huge risk! 

 
What they advise is that you set up one of these entities.  You are then 

supposed to lie about what that entity does.  Usually they will encourage you to 
call it a consulting company and again you are told to shift income from your main 
business to this phony consulting company (or trust or whatever).  Once again, the 
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idea is that you will have less net income from your real company and thus lower 
taxes. 

 
They then tell you that, “as long as you keep the money in,” whatever 

abusive tool they advise then there is no tax due.  This is especially convincing if 
they are promoting the use of an offshore tool like a Trust or IBC.    I mean it does 
actually sound logical, that if the money is sitting offshore, you would not be 
responsible for U.S. taxes until you brought it back in right?  Again WRONG! 

 
U.S. tax law is very specific and very clear.  We are taxed on worldwide 

income!  That’s right, the rule is that it doesn’t matter where you earned the 
money, you are taxed on it—period.  And this is where their scam breaks down, 
because they misstate the law to you and encourage you to abuse the tax system.   

 
On top of that most abusive trust plans are sold as legitimate asset 

protection!  Why?  Because using an international Trust DOES WORK, as long as 
it is only used for Asset Protection.  It doesn’t work as a tax-planning device!  So 
the promoters call their planning asset protection as cover for an abusive tax plan 
that leaves only you exposed. 

 
Now if this is not enough to keep you away, or you are thinking that, even if 

it is not legal it still gives you plausible deniability and you probably won’t get 
caught anyway, let me tell you one final fact.  Most of the people who do these 
plans do get caught!  Here’s why.  The plan promoters are easy for the IRS to 
identify and track, and one by one eventually they all get a surprise visit from the 
IRS.  During that visit the IRS is not coming in to audit their books, they are 
coming in to TAKE their books.  And whose names are in the books?  You 
guessed it, all the clients of these promoters.   

 
That is how the IRS kills many birds with one stone.  So at all costs, you do 

NOT want your name in their files.  It is an invitation for the IRS to pick you for 
an audit and when they do it won’t be the promoter who is responsible for the back 
taxes, penalties and interest, all of which can add up to more than your entire 
contribution to the plan – IT WILL BE YOU! 
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The rule here is just like the Nevada Corp.– STAY AWAY!  If anyone tells 

you they have a plan that will protect your assets AND save you taxes RUN! 
 
 

g. Numbered Bank Accounts and Bank Secrecy. 
 
This is a holdover from the James Bond days of tax evasion and money 

laundering.  There is almost nothing to say except it doesn’t exist and doesn’t 
work.  This is more true than ever after 9/11 and the international banking reforms.   

 
There is NOTHING WRONG with having your money in a Swiss bank, or 

German bank or French bank or anywhere in the world you choose. Absolutely 
nothing.  But the IRS must know about it and you must pay taxes on the money 
you earn.  That’s it! 

 
If anyone tells you that you can set up a “numbered account” and earn 

money without the IRS knowing it and pay no tax – they are lying!  Not only is it 
virtually impossible to do nowadays!  But even if you could, you are still 
responsible to pay the tax, and if you don’t it is tax evasion and it is illegal! 

 
And I am not kidding about it being impossible to do.  All foreign banks are 

required to identify who the beneficial owner of the account is, AND if that person 
is a U.S. taxpayer, the bank is required to issue a 1099 for any interest or dividends 
earned – just like a U.S. Bank! 

 
You will absolutely NOT get into trouble if you choose to use a foreign 

bank.  And hundreds of thousands of U.S. people do it every year for many reason 
such as bank stability, access to investments, access to currency, diversification of 
risk, asset protection, and many other legitimate reasons.  Just know that you will 
also absolutely be reporting it!   
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As long as you are clear on that, then you can have as many numbered Swiss 
accounts as you like and give yourself all the reason in the world to take a 
European vacation to visit your money.  Just don’t cheat the taxman! 

 
 

h. Alternative Dispute Resolution. 
 
This section is very important!  It is important because there is one area of 

risk that has been growing faster than any other, and almost every one of my 
clients faces it–employee lawsuits!  This has become such an issue that we had 
long been working to develop something to reduce our client’s risk.   These 
lawsuits started getting more and more out of control as the trial lawyers began 
fishing in the employee pond in the 1990’s.    In fact, by 2000 employee lawsuits 
had become a huge issue! 

 
An updated report on Trial Lawyers, prepared by the Manhattan Institute for 

Policy Research5 completed in 2005 focused on California in particular.  This 
report found that employment litigation abuses have become particularly grotesque 
in that State and under influence from the trial attorneys California has become one 
of the most employer unfriendly states in the country!  The report states: 

 
 “California has long been the national leader in 

suits alleging wrongful termination; by the early 1990’s, 
not only were jury verdicts in employment cases in excess of 
$1 million commonplace, but the average such award 
topped $1.5 million.” 

 
 This puts employers in a tough spot!  Employees are essential to running a 

business, and while most employees are not going to sue you, it only takes one to 
ruin a business and a life!  The question I had been asking myself is, was there a 
way to avoid this?  Was there a way to mitigate this risk without becoming 
paranoid or cynical?  And, was there a way to provide a fair and just process 

                                                
5 See Trial Lawyers, Inc. California: A report on the Lawsuit Industry in California 2005 at www.triallawyersinc.com/ca 
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within your office for the resolution of legitimate disputes without being subjected 
to the potential abuses of the U.S. Courts and unethical employees and attorneys? 

 
 The answer is yes—Arbitration.  Arbitration is an alternative dispute 

resolution procedure that bypasses the courts, juries and abuses seen in today’s 
legal system.  It is neutral and fair, but far less subject to the unpredictability of a 
jury, propelled by an aggressive attorney, and encouraged by a complacent legal 
system.   

 
 Arbitration has been the preferred method of dispute resolution between 

attorneys in their own business dealings for years!  Why does almost every 
contract signed by those familiar with the legal system mandate that the sole 
remedy for dispute resolution shall be binding arbitration? Here’s why! 

 
 Arbitration is a process similar to a legal court proceeding.  There is a 

neutral judge (called an arbitrator) who will hear evidence, ask questions, make a 
final decision in the case and determine any awards.  There is an opportunity to 
present evidence and call witnesses.  Each side may be represented by an attorney 
if they choose, but often they are not.  Arbitration, however, is dramatically 
different in the following ways: 

 
1) Arbitration is much faster than the courts.  A typical dispute resolved via 

arbitration is done within weeks of filing the claim.  This removes the 
leverage enjoyed by the plaintiffs’ attorney by dragging out a case 
endlessly. 
 

2) Arbitration is far less expensive than the courts.  Since the arbitration 
process does not have the formalities of the courts, or the time 
commitment involved, and typically does not require an attorney for 
either party, the costs are a small fraction of typical court costs.  Most 
arbitration cases cost only a few thousand dollars for both sides from start 
to finish. 
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3) Arbitration is far more predictable than the courts.  In arbitration it is 
the arbitrator, not a jury, who hears all evidence and determines any 
awards.  Arbitrators are typically attorneys who are specially trained to 
resolve disputes and who specialize in the area of the dispute.  As such 
they are far more reasonable and predictable and are not swayed by 
confusing technical or legal arguments that easily influence the average 
jury. 

 
4) Arbitration is fair.  The goal of resolving disputes is not to “get” the 

other side; rather, it is to fairly determine what is reasonable and just.  
This is exactly what the current U.S. legal system has become 
dysfunctional at doing.  Arbitration is now the only legitimate alternative 
to a court system that has been corrupted by the massive influence of 
power and money. 

 
5) Arbitration is balanced.  One of the most abused features of the court 

system is the fact that a defendant is almost never awarded the costs of 
legal defense, which can be significant. This is used as leverage to force a 
settlement in even the most frivolous of cases.  Arbitration grants the 
authority to the arbitrator to award legal fees to the winner.  This is 
highly discouraging to contingency fee attorneys and their clients since it 
creates a financial disincentive to file frivolous or questionable cases. 

 
6) Arbitration discourages frivolous lawsuits.  Because the arbitration 

process is faster, less expensive, more predictable and fairer than the 
courts, most plaintiffs’ attorneys are not interested in taking arbitration 
cases on a contingent fee.  This discourages cases that do not have 
substantial merit!  It also encourages cases that do have merit to be 
settled reasonably. This is because the prospect of a long and abusive 
court battle with a potentially huge jury award has been removed and 
replaced with the prospect of a fair hearing and the possibility that the 
plaintiff and even the plaintiffs’ attorney may have to pay legal fees out 
of their own pocket if they lose. 
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Considering all of this, the question is:  If you had the choice, would you 

still choose to be subject to the legal system with respect to your business and 
employees?  Do you have a choice?  The answer is YES! 

 
 There was one little problem however.  Up until 2001 the courts had been 

divided and confused on the issue of whether an employer could mandate 
arbitration with respect to employees.  As such it was unclear whether any such 
policy or agreement would be enforceable!  And I simply am not in the business of 
providing services and solutions to my clients unless I am sure they are going to 
work every time!  

 
However, in 2001 that all changed!!  In that year, the Supreme Court of the 

United States heard a case called Circuit City.6  Circuit City, the huge electronics 
retailer, had been plagued for years by aggressive trial lawyers and employee 
lawsuits.  The courts had been increasingly difficult to manage and notoriously 
easy for these attorneys to abuse.  Even the allegation of wrongdoing by an 
employee acted like a guilty verdict.   

 
 To combat the problem Circuit City included a mandatory arbitration clause 

in their employment application that required all employment disputes to be settled 
by arbitration.  The enforceability of this clause was challenged by the plaintiff, 
and was the issue that concerned the Supreme Court.   

  
 The Supreme Court has continuously commented that arbitration is a fair, 

equitable process, and has actively encouraged it as a legitimate alternative to the 
U.S. court system.  They state specifically in Circuit City: 

 
“There are real benefits to the enforcement of arbitration 

provisions.  We have been clear in rejecting the supposition that the 
advantages of the arbitration process somehow disappear when 
transferred to the employment context.” 

  - Supreme Court of the United States, 2001 
                                                

6 Circuit City Stores, Inc. v. Adams (99-1379) 532 U.S. 105 (2001) 
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 The employee-employer relationship is a voluntary one in which neither side 

is forced to enter.  It has been well-established by the courts that an employer has 
the right to set the rules, procedures and policies within their own working 
environment, as long as such rules do not violate established laws. 

 
 The result: The Supreme Court of the United States in Circuit City v. 

Adams confirmed that employers may mandate binding arbitration for the 
resolution of employee disputes as a condition of employment!   

 
This is absolutely HUGE if you are an employer!  Within days of this case, 

we had drafted a rock-solid binding arbitration policy for our clients.  This was 
especially true for our doctor clients who we saw as triple-whammy targets.  They 
had all 3 of the things trial attorneys just love; they had lots of assets, they were in 
a high-risk profession and most of them have employees! 

 
This is also an area in which we really noticed the difference between the 

type of law we practiced and that of our competitors.  I had expected that other 
firms would also see the huge amount of risk we could alleviate with the use of 
this one simple policy!  And I kept waiting for them to come out with their own 
versions of an ADR policy.  It is now 7 YEARS later and guess what?  We are still 
the only asset protection firm in the country who has developed, and are using 
one of the most powerful tools available to stop employee lawsuits in their tracks! 

 
Not only have we developed the first, but it is also the most tested and 

cutting edge policy available today – and I GUARANTEE that!  And this policy 
gets used, I know!  And I am continuously making it better and better as I discover 
what works best for my clients.  Law is not static and the tools you use better not 
be either!   

 
I also know this reflects our underlying attitude about how we work, which 

is by putting ourselves on the same side of the table as our clients!  Not only am I 
an advisor for thousands of high net worth individuals, doctors, executives and 
business owners, but I understand their issues and concerns, because I experience 
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them myself.  I know what feels good and how I want to be served and I have 
designed my practice to reflect these values.     

 
That is why my office returns every call, every day!  We also don’t charge 

our clients by the hour!  The last thing I want is for my clients to be discouraged 
from calling me to get the right answer on an issue because they are going to get a 
$175.00 bill for a 5 minute call!  That would piss me off too, and I am not going to 
do that to my clients!  The development of our proprietary, copyrighted 
employment policy, The Workplace Integrity Package, is a direct reflection of 
those shared values!   And I know that my clients sincerely appreciate how we 
work, because they tell me all the time, and I am very proud of that. 

 
 

i. The International Asset Protection Trust. 
 
Okay, I know I mentioned earlier that there was one idea that really took the 

cake.  One asset protection tool that virtually eliminated the chances that you 
would get sucked into the lawsuit hell.  And we are down to it.  The International 
Asset Protection Trust.   

 
Now for me to explain exactly how this tool works we are going to draw on 

almost every concept we have already talked about, and introduce a few more.  
Because this idea is so powerful and so good, and works so well, unless you 
understand exactly HOW it works, you just might not believe it!   

 
I can also promise you one more thing.  That after reading this section, you 

will know more about asset protection than 99% of the lawyers in America!  That’s 
right – you will be more knowledgeable about asset protection than all but a 
handful of the most trained specialists. Why?  Because I am going to tell you 
EVERYTHING!  So get ready! 

 
Let’s start with the concept of a Trust.  A Trust is a legal arrangement in 

which one person agrees to hold the assets of another person as a Trustee.  A Trust 
is created when the person who originally had the assets gives (or Settles) those 
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assets on the Trustee and the Trustee accepts them.  For that reason the person 
creating the Trust is called a Settlor.   

 
The Settlor, also does a few more things, which are: 1) to tell the Trustee 

who they are holding the assets for (the Beneficiary), 2) to tell the Trustee how 
long to hold the assets (the Term), 3) to tell the Trustee what to do with the assets 
while they are holding them (the Provisions), and 4) to tell the Trustee how you 
want the assets given out (the Distribution).   

 
So far so good?  So let’s settle a Trust!  Let’s say that you give your uncle 

John $1,000 and tell him to hold it for your son for 10 years.  In the meantime you 
want John to put it in the bank to earn a little interest.  Once the ten years is up, 
you want John to give your son the money, plus any interest it earned.  You also 
add that if you aren’t around and your son really needs the money before the 10 
years is up, that it is okay for John to give it to him.  And you tell John that you 
trust his judgment in deciding when that would be.   

 
You also say that if your son is having any trouble, or owes any money to 

anyone, then John should not give him the money.  But you add that in that case, it 
is okay if John uses the money for his son’s benefit to pay his bills, rent him an 
apartment or whatever he might need, again using his judgment.  You just don’t 
want the money to get scooped up or used by anyone but your son. 

 
You just created a Trust!  And as soon as John accepted the money, he 

became the Trustee.  You also didn’t create just any old Trust; you created a 
special kind of Trust called a “Spendthrift Trust.”  You see, what you said to John 
about not giving his son the money if his son had any creditors or problems are 
actually called spendthrift provisions.   These are terms that not only limit your 
son’s access to the money, but they also limit a court’s access as well!  And they 
are very powerful! 

 
Guess what else?  That money is completely 100% protected from the 

creditors of your son!  Why?  Well the reason that the law recognizes this form of 
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Trust and absolutely protects the assets, is that the assets were not your son’s to 
give, lend or spend away.  As such, they are NOT available to his creditors! 

 
This basic premise in U.S. law is extremely well established and has been 

used almost from the inception of legal system, to protect and preserve the assets 
of a family for generations.  And to this day it is still one of the most rock-solid 
ways to protect family assets from one generation to the next. 

Well that’s great and gives you at least one bulletproof way to completely 
protect your assets.  Just set up a spendthrift trust for the benefit of your children 
and put all of your assets into it!  And I will guarantee you that will work!  The one 
little problem with that plan is that most people are not ready to give away all their 
assets!  Not to mention that doing so creates significant tax and estate planning 
consequences that you may not be ready for.  If you are then, fire away!  But if you 
would like to keep your assets for yourself, at least until you are sure how much 
you want to spend before you kick that old bucket, then we need to come up with 
another plan.   

 
And here is where the lawyers really showed their ingenuity!  Law is not 

about creating something new.  In fact is it pretty difficult to just create something 
new out of nothing in the legal world.  We are far too dependent on things like 
statutes and precedent to just allow everybody to make anything they want up.  
Instead the really clever lawyers use what already exists in new ways.  And this is 
what we did!  

 
In the 1980’s, when the litigation crisis was really heating up, we (and a few 

other) attorneys began to search for ways to directly protect our client’s assets!   At 
the time there were a lot of ideas coming up, and most of them relied on 
complicated plans with many different corporations all trying to isolate pockets of 
risk to insulate the individual client.  The problem was that they were simply too 
complicated for both the clients and the advisors to use, not to mention they were 
all still subject to the U.S. courts! 

 
It didn’t do anyone any good to propose a plan that was too hard to use.  On 

top of that, we started getting court cases that were throwing out perfectly good 



213 
 

plans, because the judges didn’t like them!  And as we saw previously, if a judge 
doesn’t like it, he just needs to look in his bag of tricks to find a way to throw it 
out!   In one case a judge threw out an entire plan, which was so complicated that 
expert witnesses were being called in to ‘explain’ it, by saying “no reasonable 
business person would ever create such a complicated plan unless he was up to no 
good!”  

 
What became very clear to us was that leaving it up to a judge, or worse yet 

a jury, to tell our client whether their plan would work or not was just not 
acceptable.  As Bill Messing once said:  “Having your fate rest in the hands of a 
jury is the same as entrusting yourself to surgery with a mentally retarded doctor.”   

 
We couldn’t agree more!  So the challenge was to find a plan which was not 

dependent on what a judge or jury would say after the fact.  It was just too risky to 
rely on such an unknown, especially since we knew judges!  So where we started 
looking is to what was already the most solid of all asset protection tools – The 
Spendthrift Trust!  Now bear with me just a little longer and it is all going to make 
perfect sense. 

 
There was one problem with the Spendthrift Trust, you could only create it 

for someone else!  You could not create it for yourself.  That would be called a 
Self-Settled Spendthrift Trust, and the statutes and case law in all 50 States were 
all clear on this point – No Self-Settled Spendthrift Trusts!  Which meant that 
unless our clients were ready to give away all their money, then it was no good. So 
dead-end, right?  Not quite. 

 
And this is where thinking way outside the box can really win you the prize.  

At least one person asked, “Do we have to use one of the 50 States to Settle the 
Trust?”  BINGO!  The answer was NO!  We didn’t!  In fact, the law was also clear 
that as long as it was not created for an illegal purpose, the Settlor was free to use 
any jurisdiction they wanted to settle their own Trust.  That included any other 
country as well!  And from there the race was on! 
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All the lawyers needed to do was find an international jurisdiction which 
would allow a Self-Settled Spendthrift Trust.  That search ended in 1984, when a 
small island country called The Cook Islands, enacted The Cook Islands 
International Trusts Act of 1984.  This was an asset protection planners dream!  It 
not only statutorily allowed the use of a Self-Settled Spendthrift Trust, but it also 
created a barrier to accessing the money that was stronger than anything the world 
had ever seen!  It was truly astounding! 

 
For example, the Trust Act was drafted for the sole purpose of making it 

very clear, and very difficult for anyone other than the intended beneficiaries of the 
Trust to access the Trust assets!  To do this the Trust Act implemented the 
following features: 

 
1) No action could be brought against the Trust without the filing of an 

affidavit, which specified the exact claim being brought, which was 
not amendable!  If you found something out later you had to file a 
completely new and separate claim – if you could!  That killed the 
beloved tactic of suing first and figuring out what for later. 

2) The Burden of Proof on anyone suing the Trust was the highest 
possible standard, “beyond a reasonable doubt.” (This meant that 
wishy-washy arguments and legal B.S. was just not going to work 
here!) 

3) The plaintiff (person suing the Trust) was required to pay all of the 
costs and fees up front, which included flying a judge in from New 
Zealand to hear the case. (Hit them where it counts, in the 
pocketbook!) 

4) Attorneys in The Cook Islands were prohibited from accepting a 
contingent fee!  (I think this one is self-explanatory.  If you want to 
try to sue a Trust here, then get out your checkbook!) 

5) The Cook Islands would recognize NO other jurisdictions court 
orders – including the U.S.!  (That means that even if a plaintiff 
wins a judgment in the U.S. it is worthless in The Cook Islands!  
They would have to come down and try the case all over again, if 
they were even allowed to!  Not only ridiculously expensive, but 
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now with a much higher burden of proof and no free lawyers 
working on a contingent fee!) 

6) The Act also gave the court the power to award legal fees and costs 
to the winner of the case! (Can you say reversal of fortunes for the 
Trial Attorneys!) 

7) And the crème de la crème, the STAY DOWN  provision that is 
unbeatable!   The Act implemented a hard 2-year Statute of 
Limitations on bringing any action against a Cook Islands Trust! 
(What that means is that if you don’t get your case filed in the 
Cooks within 24 months of the Trust being Settled and Funded, 
then you are OUT OF LUCK!  It doesn’t matter when the incident 
occurs it only matters when the Trust is Settled and Funded, and 
that is now in the power of the Settlor!) 

 
Do I have your attention now!  Does that sound like an asset protection plan 

worth having?  I think so!  And so did a lot of other people.  In fact, the Trusts now 
able to be created under this new statute were so ridiculously strong that many 
attorneys and commentators predicted that the U.S. Courts, or the States 
themselves would enact clarifying legislation to make them illegal!  And if that had 
happened then our story would be over right here. 

 
But it didn’t.  In fact, it has now been over 20 years since the creation of the 

International Asset Protection Trust, and what has happened has been just the 
opposite.  Let me give you the facts: 

 
1) Over 2 dozen other international jurisdictions have enacted their 

own Trust legislation including, Nevis, Bermuda, Belize, The 
Bahamas, Cayman, Gibraltar, Mauritius, and Turks & Caicos just to 
name a few. 

2) As opposed to enacting legislation designed to prohibit the use of 
the Self-Settled Spendthrift Trust, 11 States have done just the 
opposite and enacted their own Asset Protection Legislation!  These 
are Alaska, Colorado, Delaware, Nevada, Rhode Island, Utah, 
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Oklahoma, Missouri, South Dakota, Tennessee and Wyoming, with 
more states considering doing so every day! 

3) There have been very few cases in which a plaintiff has actually 
tried to extract assets from a Cook Island Trust.  In every case, they 
have failed to force an extraction of assets!  This is true even when 
the Trust was drafted very poorly and when the Settlors were 
actually doing something illegal. The Trust still worked!7 

4) The U.S. Courts have been frustrated at every turn whenever they 
have come up against an APT, but not a single court has ruled that 
the creation of a Trust is in any way illegal or immoral. In fact, just 
the opposite has occurred!  For example, in one well-known asset 
protection case the court8 noted that the Trust was established “for 
the legitimate purpose of protecting family assets.”  

 
The reaction of the States is actually predictable, since the Trial Attorney’s 

control Washington, it is logical that the States themselves would actually want to 
create ways in which to combat the litigation crisis that is eating them all alive!  
Not only is this tool the very best asset protection vehicle out there in concept, but 
it is also the very best plan out there in practice, with over 20 years of an 
undefeated and proven track record, and no sign of stopping! 

 
Are you starting to see how powerful this tool really is and why using it can 

completely shift the landscape of how a lawsuit would change for anyone that has 
a Trust!  In fact, let’s look at that now.  What would happen if you had your assets 
protected inside an APT and you got sued? 

 
Well, this is where the trial lawyers just might have outsmarted themselves.  

We know that it is virtually impossible to even hire a trial attorney using anything 
but a contingent fee (One recent study indicated that 90% of all trial lawyers will 

                                                
7  The most famous case on point is FTC vs. Affordable Media, otherwise known as the “Anderson Case.”  I am including this footnote only 
because some very uninformed advisors, will still cite this case as an example of how asset protection using an International Asset Protection 
Trust didn’t work.  The facts are just the opposite, and the Federal Trade Commission (i.e. the U.S. government) got thrown out of the Cook 
Islands court for the 3rd and final time in December of 2005.  The Trust worked despite the fact that the Andersons were crooks and the Trust was 
very poorly drafted.  For a more detailed look at the case you can see my article called “Planning and Drafting Considerations for Offshore 
Trusts in light of Recent U.S. Litigation”  By Douglass and Gary Lodmell, Asset Protection Journal, Winter 2001 issue. 
8 Reichers v. Reichers, No. 21833-94 (Westchester County Supreme Court., June 30, 1998) N.Y.L.J. (July 8, 1998) 
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only work by contingent fee).  Normally this is very bad for us, for all the reasons 
we already discussed.   

 
However, if we are using an APT look how the tables turn!  Once the trial 

lawyer taking the case discovers that the probability of collecting any assets are 
slim to none, specifically because the defendant (YOU) have an Asset Protection 
Trust in place, what happens to his contingent fee?  It begins to look a little too 
contingent! 

 
You got it!  Why would an attorney take a case when there was virtually no 

chance of getting paid – even a good case!  They wouldn’t!  And that is the real 
story behind how Asset Protection really works.  It works as a DETERRENT to 
the trial attorney from taking or pursuing a case against you!  And what does this 
do to their little legal extortion scam!  It makes it fall apart, since they can no 
longer use the fear and scare tactics to get you to fold your hand! You have 
successfully turned the tables on the biggest racket in history and GUARANTEED 
your family’s financial security with NO RISK! 

 
Before we move on, let’s look at a few other questions that I know many of 

you may be wondering about.  
 
1) Can’t I just set this great plan up later if I end up with a lawsuit or any 

troubles? 
NO.  Absolutely not! There is only one real weakness to an asset 

protection plan, and that is called fraudulent conveyance.  This is a 
little feature in our law that says if you “convey an asset with the 
intent to delay, hinder or defraud a creditor, then that conveyance is 
voidable.”  In an asset protection plan the conveyance occurs when 
the plan is established!  This means that it must be done BEFORE a 
lawsuit, when the waters are calm!  You simply cannot wait until you 
are sued, it will be too late! 

 
2) Do I have to send all my money offshore to a foreign bank to utilize the 

APT?   
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This is an excellent question and the answer is NO.  In fact, the 

very best way to use an APT is in conjunction with a U.S. Limited 
Partnership and often an LLC or Corporation which act to insulate the 
risky assets such as real estate or an airplane, from the safe assets like 
cash and investments.  In general we would create a U.S. Limited 
Partnership with the clients as the sole General Partners. This gives 
them 100% control of their assets.  Cash and investments would go 
directly into that partnership.  If there is also any real estate, we would 
wrap it up into a Limited Liability Corporation or regular C-
Corporation and then have that company owned by the Master 
Limited Partnership.  

 
Your money will continue to stay just were it is right now in your 

bank or brokerage account, but just under the name of the partnership 
instead of in your name directly.  As the General Partner, YOU will 
continue to have 100% control, just as you do today! 

 
Where the secret weapon of the APT fits in, is as the majority 

Limited Partner of the Limited Partnership.  What this does is give us 
the ability to distribute all of the LP assets if there is ever a crisis and 
100% protect them if you ever find yourself on the wrong end of a 
lawsuit.  These assets can then be moved by the Trust outside of the 
U.S. and completely away from a U.S. judge and jury! And unless 
your plan can REMOVE the decision from the U.S. courts, then your 
assets are not truly protected!  And because the ownership of the 
assets was previously established prior to the lawsuit when we set up 
the plan, we can “trigger” the plan later, and do it 100% LEGALLY 
without any nasty fraudulent conveyance issues – even after a lawsuit 
is later filed!  

 
3) How much money do I need to have to use a plan like this? 
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About $250,000 in protectable assets is when you should begin 
considering this type of planning.  At $500,000 it becomes very 
important, and any more than that it is critical!  When I say 
protectable, that means assets that are not already protected in some 
way.  So if you have a home with $125,000 in equity and an IRA or 
retirement plan with $500,000, and nothing else, then you don’t need 
any additional asset protection. If, on the other hand, you have 
$500,000 in equity in your home and $250,000 in mutual funds then 
you need planning if you want that protected. 

 
Another interesting point, which you won’t hear most places, is 

that it is not always true that the more assets you have the more you 
need asset protection.  Think about it, if you have $10 or $20 million 
or more, then you can handle a lawsuit liability of even $5 million, 
and your lifestyle basically won’t change at all.  But if you have 
$250,000 to $5 million, then almost any decrease due to a lawsuit loss 
puts a big dent in your assets and can really affect your ability to 
maintain your lifestyle or even when you retire!  We call that the 
“Target Zone.”  The majority of my clients have between $500,000 
and $3 million, and they definitely don’t want to lose a penny! 
 

4) If this is so good why isn’t everyone doing it? 
 

Many are!  So serious is the litigation crisis that asset protection is 
one of the fastest growing fields of law today.  In fact, I teach several 
continuing legal education seminars for attorneys each year designed 
to educate them how to best use asset protection planning, and 
attendance is up!  Additionally, many legal commentators are now 
suggesting that if a client comes to an attorney for business or 
personal planning, it is now a responsibility for the attorney to inform 
that client about the asset protection options available to them.  Some 
have even suggested that it could be malpractice if the attorney 
doesn’t and later the client loses assets that could have been protected! 
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5) Is asset protection planning expensive?  
 

Depends.  For some it is just a matter of moving some assets 
around to make sure they are protected and may cost virtually nothing.  
For others, a full asset protection plan can cost upwards of $50,000 or 
more, and $5,000-$10,000 a year to maintain.  This is especially true 
considering that the International Asset Protection Trust is the key to 
the planning and the average cost of that tool alone ranges from 
$30,000 - $50,000!  (I will show you how to pay MUCH LESS than 
that for a full Asset Protection Plan, including the Secret Weapon!) 

6) If 11 States have enacted Asset Protection legislation, can we just use one 
of them instead of using a foreign jurisdiction?   

 
Yes, you can.  And a few people have.  However, there is one 

VERY BIG issue – you are still in the U.S. and subject to a U.S. Court 
and U.S. judge and no matter what a statute says here, it is just too 
easy for a judge to find a way around it!   

 
We have been doing Asset Protection planning from the very 

beginning, for over 20 years.  We have seen it all and been there 
through all of the changes and developments.  And under no 
circumstances would I recommend a U.S. Trust over a Cook Islands 
APT.  There is simply no comparison!  Not only do none of the U.S. 
statutes come anywhere close to the Cook Islands Trust Act we 
discussed earlier, but there is a little something in the U.S. 
Constitution that puts a big damper on using another State to protect 
assets. 

 
It’s called Article IV of the U.S. Constitution, which States: 

“Section 1. Full faith and credit shall be given in each state to the 
public acts, records, and judicial proceedings of every other state.”  
The legal interpretation is pretty straightforward.  The States must 
recognize each other’s judicial proceedings!  That pretty much kills 
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the idea of Nevada becoming an asset protection jurisdiction for 
California! 

 
For serious asset protection you simply must be able to look a U.S. 
Court and Judge in the eye and have no fear! 
 
 
Douglas Lodmell 
800-231-7112 
doug@lodmell.com 
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Chapter Eighteen 

Employment Strategies 
	  

Getting Your Practice to Work: Transforming  
Your Employment Strategies   By Ali Shulman and Paul Edwards 

 
An "X factor" is an unknown but vital component that can mean the success or 

failure of something.  Many talented artists can competently sing and dance, but 
only a few have that X factor to propel them to the realm of super stardom.  While 
one might have some influence over the development of their X-factor, it can be a 
moving target, and any semblance of control is far from absolute.   In the case of 
building a successful dental practice or any service-oriented business, the place to 
find your X factor is with your employees. 

How the Employee X Factor manifests in your workplace depends almost 
entirely on you, the employer, and the methods you use to manage your 
employees’ performance, which includes communicating your expectations to 
them each and every day.   Employers use a variety of methods of management, 
but only some of which are successful.  The least effective method is dominant in 
probably 80% of dental offices, and is commonly known as conflict-avoidance, 
i.e., doing nothing, complaining to your spouse, and relying on hope and luck to 
keep things running smoothly or get them back on track.  This strategy is usually 
coupled with spurts of anger, a touch of resentment, and the occasional “putting 
your foot down.”  Another losing strategy, with often costly results, is the ever 
popular and admittedly self-gratifying, firing an employee to “send a message” to 
the others.  Although termination is often a necessary technique, it is only effective 
when used in the right way, and when you know it won’t create more harm than 
good.  If you are beginning to see yourself in these examples, don’t feel too bad.  
We’ve seen doctors that have been in practice for thirty plus years figuratively 
"pop" when they embrace the few simple ideas we will explain in this chapter.  
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Once they learn to embrace their X Factor, things shift, and a practice that is once 
stuck can get a breath of new life.   

To find your X Factor, the first lesson to embrace is acceptance.  "What is" 
when it comes to your employees is that some are great, some are marginal, and 
others should have never been hired in the first place.  You have chosen each other, 
and you can re-choose at any time. Even if you run the most close-knit-family-
style practice in the country, you need to accept that you are not your employees’ 
parent.  Unlike your family, you are not stuck with these people!  The ability to 
make a new choice in whether to sustain or terminate the employment relationship 
is what is called “at will” employment, which we will discuss in more detail later 
in this chapter.  What not being a parent means to your management style is that all 
the guilting, punishing, resentment, and at times, even your own sense of failure to 
get it right, can and should be tossed out window.  That is because those 
“strategies” don’t work.  So you can stop pulling your hair out.  Those methods 
only undermine the X-Factor.  Instead, we’re going to outline an easy to 
understand system that will enable you to guide your team towards success, help 
you identify the ones who are holding you back, and empower you to confidently 
address any employee issue that arises.     

Accountability as Opportunity 
Once you have accepted what is, the key to your new management method 

begins with learning to effectively communicate your expectations and then hold 
your employees and yourself accountable.  Doing this unlocks your ability to 
determine where an employee falls on the scale of great,  good, marginal, or bad, 
and to act on that determination fairly and decisively.    

When we say accountable, we are not talking about creating guilt, assigning 
blame or instilling fear in order to get what you want or need.   

Accountability in this context means holding someone worthy of 
the responsibility you have assigned to them, and making them 
answerable for the results they produce.    

Holding employees accountable requires only that you clearly communicate the 
standards you expect, and then notify employees when they fall short.  That’s it.  
By doing this and nothing more, you demonstrate confidence in your employees’ 
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ability to self-correct their own conduct in a respectful way.   This also makes the 
employee receiving the correction more able to actually hear what you need, 
because they are not having to filter through your unstated but apparent 
disappointment or discomfort, or their own reactions to being corrected.   You also 
effectively free yourself from the futile task of trying to “fix” them.   We will talk 
more about exactly how to do this in a moment.    

It just makes sense that when you thoughtfully and intentionally set standards of 
performance and clearly communicate your expectations your employees are 
exponentially more likely to succeed.   It’s not fair, or even logical to expect 
someone to meet your expectations, let alone exceed them, if they are left to 
assume what you want, or worse yet, are aware they are not getting it right, but 
don’t know why.   What inevitably occurs is that timid employees become less 
confident and more aggressive personalities become bossy, and try to run the 
show.  This is your show by the way.  As you may know, neither one is really good 
for production.  Alternatively, the new method keeps you in charge, using what’s 
called “corrective coaching” to address performance issues consistently and 
effectively.   Different than “discipline”, you are simply setting the stage for an 
employee to self-correct their behavior.   With this method, there is far less 
indecision in determining whether to terminate because you will know quite clearly 
when an employee has been given a fair chance, but continues to fall short.   You 
will also recognize those that are excelling, and have the opportunity to reward 
them for their efforts.  

You are the boss, and you do get to make the rules, at least the ones not set by 
law.  But to make this method work even more effectively, you are also going to 
have to demonstrate the accountability in yourself that you are now expecting from 
your employees.   Where you fall short of your own standards, or where you ignore 
or are unaware of your legal or ethical obligations to your employees, you are 
essentially failing to show you are worthy of the responsibility of being the boss.   
So you need to make the effort to get this right, and if you make a mistake, rather, 
when you make a mistake, clean it up as soon as you learn of it.  This can be tough 
to put and keep in practice.  But you can do it.  These concepts are very powerful 
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and extremely effective, and there are a multitude of techniques, tools and support 
available to keep you on track.    

Now we will turn to the specific things to do to implement this method with 
your employees.  Consider that each of these points connect to form the big 
picture.  If you leave one out, the final outcome is incomplete.   

1.  Clarify Expectations and Set your Obligations 
How exactly do you go about clarifying your expectations with employees?   

And how do you it in such a way that doesn’t over-obligate you, or prevent you 
from making change when you need to?  The most essential way to set forth the 
standards you need for your office is through the use of a professionally drafted 
and up to date employee handbook.   

I know what you are thinking, "Awesome, I have one of those or know where I 
can borrow one!"  It is true; there are a variety of options available to you when it 
comes to employee handbooks. They include borrowing, cobbling together your 
own, purchasing a template, and downloading off the Internet.  Most dental 
associations even offer you a "free template" as part of membership.  So consider 
this:  those are NOT what we are talking about.  While they may look and quack 
like a handbook, they are rarely complete or accurate, and are hardly fit to help you 
jump-start the X-Factor in your practice.  Some can even do more harm than good.   
Kind of like borrowing someone else's toothbrush, you never know where it’s 
been, how old it is, or what wrong thing it has picked up along the way.  A 
handbook is a living document that needs to be customized for your state laws, 
your number of employees, your office culture and practices, and must be kept 
current with laws as they change.   As you practice grows or times change, you can 
bet that new laws will apply to you.  So you need professional guidance in getting 
the right policies in place, and ongoing support to make sure you know how to 
implement those policies and when they change.  You'll notice that we don't offer a 
template for you to go by in this publication.  That is because anyone that offers 
you an employee handbook without spending a few hours with you to get it right 
and to keep it updated, is not doing you a service.   

The right handbook will state in clear and easy to understand language exactly 
what YOUR rules of the road are.  It may include anything from what behavior 
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you expect when attending practice sponsored training events, to what 
characteristics your ideal team member will have, why employee birthdays are not 
a paid holiday, what happens if they “tweet” negative things about you to the 
public, and more.  It should also include things your employees should expect from 
you, such as how and if they are eligible for any vacation benefits, the general 
schedule and that it may change based on the needs of the Practice, how to address 
any concerns they have, and what conduct is grounds for immediate termination.  
There are hundreds of items you can include, and many you are just crazy to do 
without. The more thorough you are, the more you have to rely on when it comes 
to getting what you want from your employees.   

Even more important than these practical benefits and rules, are the legal 
provisions you must have in order to take advantage of significant protections not 
available if omitted.   While state and federal statutes almost exclusively protect 
the rights of employees, your handbook is the sole source of certain employer 
protections, including significant legal advantages in the event you do have to 
defend a claim or audit.  This is not the realm for dallying amateurs.  You need an 
employment professional to customize one for your needs.   And that professional 
should make it affordable for you to get support and critical legal updates on an 
ongoing basis.  This will give you the reliability and the flexibility you need.   

Once you have the right handbook in place, you are also free from defending 
your actions, or your right to say “No.”  When an employee requests special 
treatment, you simply point to the policy, and stick to your guns.  The more you 
stick to the handbook, the stronger its protections become.  

2.  Corrective Coaching Your Way to Success 
Armed with your handbook, you are now ready to identify and deal with any 

under-performing employee that is getting in the way of your success.  Corrective 
Action Coaching, or Progressive Corrective Coaching as it’s sometimes called, is 
the most effective and protective management tool you can implement with 
employees.  When used consistently and when administered from the standpoint of 
self-correction as outlined above, corrective action is the key to developing your 
X-Factor.    
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A written corrective action policy, in your handbook, should properly outline 
the steps that employees should expect will be taken to address employee 
performance.  These steps include verbal warnings, written warnings, final written 
warnings, suspension, and termination.  There is no “3 strikes you’re out” here.   
The employee does not necessarily get three tries to get it right.  It would depend 
on the situation, with the manager or employer determining which response is 
warranted by the conduct on a case-by-case basis.  Certain conduct would warrant 
a few warnings, whereas other clearly unacceptable behavior may warrant 
immediate termination.  

Corrective coaching, whether written or verbal, should include a 
communication of all of the following:  the standard that has been established, how 
the employee’s conduct fell short of the standard, the impact of such conduct, and 
the timeframe and expected correction.   For example:  

“Jane, as you know, all employees are required to arrive on time 
for our team meetings.  This morning you were ten minutes late.  
When you are late, it disrupts the meeting and is unfair to others who 
make the effort to show up on time.  From now on you need to be on 
time.  If you are late again, you will not be eligible to participate in 
the bonus for that day, and you will be written up.  I know you can 
show up on time if you make the effort.” 

What about if the situation is more serious, and less clear-cut?  Let’s take a 
more difficult example that we address almost every day, that of a bad attitude.  A 
bad attitude can spread through an office like the smell of burnt popcorn.   And if 
you don’t catch it early, it can deflate the entire team.   

The employer in this example is attempting to implement several new programs 
to help increase production.  There is one employee who has been there for more 
than ten years, and she’s good at what she does.  But she’s very resistant to change, 
and is complaining to her co-workers, and generally making it very difficult for the 
doctor to get anyone on board, let alone to get her to make the effort to make the 
new systems work.  Here’s one approach the doctor might try:  



228 
 

“Martha, I need to speak to you today about a serious issue.  I 
need to know if you are thinking of quitting?  Why?  Because lately 
you don’t act like someone who wants to work here.”   

 [after she responds with denial, question, or complaint] 
“As you know, having the right attitude is key for any team 

member to be successful here. This is important both for our patients 
to have an excellent experience here, as well as to make this a 
successful practice, and a place we all want to come to work.   Lately, 
what I’ve seen from you is a lot of resistance, eye rolling, and a lack 
of enthusiasm.  I’ve heard you enrolling others in this negativity as 
well.  You have a lot of power here because you’ve been here so long, 
and others look up to you.  When you are not on board, the whole 
team is impacted.  While I don’t expect you to agree with every new 
policy I put into place, I do expect you to make your best effort to 
make it work.   

[Excuses…but I work hard, etc. etc.] 
You may not realize it, but when you have a bad attitude it detracts 

from everything else you may do well that day.  Starting immediately, 
I need to see your attitude improve.  If you have a specific complaint 
or suggestion for a way to do it better, you need to direct it to me, in 
writing and in private.  I’m telling you so that you can make the 
changes necessary to get back in the game.   I’m confident you can do 
it, if you decide to.” 

While the warning in the first example would likely be given verbally, with just 
a note made in the employee’s record, the second example should also include a 
write-up, and the employee should be required to sign the document, indicating she 
received a copy.   Note that by signing, the employee is not necessarily agreeing 
with the policy, and it truly matters not if they also write all over the form how 
much they disagree with the coaching.  The intent is only to create a record of the 
notice.  If they refuse to sign, you can have a witness there to sign off that they saw 
the employee receive the notice.  Your handbook should have a policy that makes 
refusal to sign company records upon request grounds for termination.  If an 
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employee is being very difficult and won’t sign, then they are clearly not going to 
work on the issue and are choosing to not be a part of your team.  They have done 
you a favor by offering up insubordination and violation of company policy as a 
clear and legitimate reason for termination.  

As you can see, making your expectations clear has huge benefits.  It allows 
you to identify and cull from your team from any bad apples that are inhibiting 
your practice from getting the results you want.    

3.  Hire Smart.   
The final tip we want to share takes you full circle.  Once you have culled your 

team to its most successful performers, from now on, you’ve got to start hiring 
smart from the beginning.  Hiring smart or “for smarts” also means that you must 
stop hiring warm bodies, marginal employees, and wrong fits just to get the 
undesirable task of filling the position completed.   If I could say one thing to you 
about how to create and maintain a successful and productive team, it would be 
that you must learn how to hire great employees in the first place.   

Attracting the “right” employees means you are going to have to first prepare.   
As recently made popular by various pop psychologists, the Law of Attraction 
truly works wonders here.  Even if you don't buy into the Law of Attraction, you 
can make the nuts and bolts of the process work for you.  More than just positive 
thinking, finding and having what you want means first knowing exactly what it is 
you are asking for when it comes to hiring your next ideal employee. You might 
also entertain the following:  Knowing that what you want is already on its way to 
you as fast as you can receive it is drastically more powerful than thinking 
“Everyone I hire sucks.”   

 
The process requires more than vague notions of the qualities you’d like in all 

your employees.  You need to actually take the time to create a list of both personal 
and professional attributes you require in order to attract those people.  Merely 
wanting it will not cut it. You are going to have to put pen to paper and make a list.    

 
The list is for you, not them.   In making your list, you want to be very 

specific.  A good approach is to first list the duties of the position, and combine 
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them with the characteristics of your organization’s culture.  Then create your list 
of attributes and skills suited to each item.  Include both technical skills, and 
personality style.   

 
Here is an example: 
Answers Telephones:  
Professional yet casual 

     Able to joyfully and mindfully communicate with clients 
     Service-oriented 

Active listener 
Clear verbal communication 
Comfortable with change 
Accountable  
Own-it/Solve-it mentality  
Can take a project at any given stage and finish it 
Is on time for everything 
Integrity - Do what you say you will, by when you say  
Able to take criticism and act on it, not act out 
 
Next, use your list to create your job ad.  If you want someone who has what 

we call an “and-then-some work ethic," ask them to submit a resume, and then 
some.  Specifically ask for a cover letter that says something to get your attention, 
or a paragraph on “what it means to be in service”.  Remember, you are choosing 
from a massive pool of potentials.  Asking for that specific extra thing will make 
hundreds of unqualified candidates weed themselves out when they ignore your 
request.    

  
Next is the interview process.    Maximize your time during the interview 

process by focusing your interview questions on what really matters. Recent 
research indicates that certain traits are predictive of future loyalty and retention.  
Thus, in addition to looking out for those qualities and skills specific to your 
organization, you also want to look for the following:    
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1. Adaptability 
2. Passion for Work 
3. Emotional Maturity 
4. Positive Disposition 
5. Self-efficacy, and   
6. Achievement Orientation 
 
Out of this list, pay special attention to “self-efficacy.”  This is a big one, and 

numerous studies have shown it as a predictor of all types of success.  It is 
important to understand the distinction between self-esteem and self-efficacy.   
Self-esteem relates to a person’s sense of self-worth and while it's a nice thing to 
have, it is not self-efficacy. 

 
Self-efficacy relates to a person’s perception of their ability to reach a goal.  It 

is one's belief that one is capable of performing in some manner to attain certain 
goals.  It is more than just competence (which, notably, is not on the list).  It is the 
belief, whether or not accurate, that one has the power to produce a certain effect.  
Self-efficacy plays a central role in a person’s motivation, because people regulate 
the level and distribution of effort they will expend in accordance with the effects 
they are expecting.   

Questions designed to determine someone’s self-efficacy would be, for 
example, “Tell me about a problem that came up while you were caring for a 
patient, and how you handled it.”  Follow up with, “Is there anything you would do 
differently if it happened again?”  This style of questioning is called “behavioral 
interviewing” and it is increasing in popularity due to its effectiveness.   A 
behavioral interviewer asks carefully crafted questions about how the potential 
employee acted in specific employment-related situations in the past.  The logic is 
that how you behaved in the past will predict how you will behave in the future.   
Another common approach is to give an example of a hypothetical situation and 
ask the candidate how they would respond.   Hypotheticals are fine, but note that 
past behavior is a far better predictor of future performance.  Plus, it’s much harder 
to fake an answer to a question about something you have supposedly already 
done.     

Here are some more examples of behavioral interview questions:  
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• Give an example of an occasion when you used logic to solve a problem.  
• Give an example of a goal you reached and tell me how you achieved it.  
• Describe a decision you made that was unpopular and how you handled 

implementing it.  
• Have you gone above and beyond the call of duty? If so, how?  
• What do you do when your schedule is interrupted? Give an example of how 

you handle it.  
• Have you had to convince a team to work on a project they weren't thrilled 

about? How did you do it?  
• Have you handled a difficult situation with a co-worker? How?  

It's important to keep in mind that there are no right or wrong answers only the 
BEST FIT to the list of characteristics and skills you created at the beginning of the 
process. Listen carefully to their answers and pay attention to their body language.  
Be clear and detailed when asking questions. If the answers aren't what you are 
looking for, this candidate may not be the best fit for the position. 

The key to hiring smart is hiring intentionally, and not settling for what you 
know is less than what you want.  And if you do hire someone who shows up and 
is not getting it, then you should know pretty quickly and start the process again.    

To recap, the road to finding that perfect synergy in a team that can bring your 
practice to its highest potential lies first with you, and how you are managing your 
employees.  To get the accountability you need, first you need to clearly 
communicate your standards and expectations with a professionally drafted 
employment handbook.  Next, you need a consistent method of holding employees 
to those standards in a way that assumes their ability to meet your expectations, 
and make them answerable for the results they produce.  This will enable you to 
identify and weed out any bad apple employees.  Finally, you need to hire smart.  
While these steps and guidelines are certainly not all you need to know, by using 
this roadmap, you will at the very least get unstuck from wherever you currently 
are, and get one step closer to finding your X-Factor.    

This chapter was written by Arizona employment law attorney Ali Shulman, 
Senior Advisor of the Center for Employment Dispute Resolution (CEDR), with 
contributions from Paul Edwards, CEO of (CEDR).   You can find more 
information on CEDR at www.lawsuitfreeworkplace.net or by calling 602-476- 
1418. CEDR operates nationwide. 
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Chapter Nineteen 

For over 25 years Max has been my business partner and best friend.  We 
have worked together to make Summit Practice Solutions the number one practice 
management company in the US.  Max comes from a business background that has 
led to cutting edge strategies applied to a dental setting.  He could have easily 
written this book and truly is the brains behind Summit.  I asked him to think about 
all the clients that our group has had the privilege to serve, and if there were any 
common denominators in the doctors who really excelled in life (not just business).  
Please take the time to read how a purpose driven life will lead to contentment.  
We find far too many successful doctors in their business, but failures in the rest of 
life. 

 
Contentment and Purpose by Max Gotcher 

 
 Throughout my years as a dental consultant/coach, I have encountered a 

wide range of attitudes from dentists related to what I like to call “contentment 
and purpose”.  Let me explain. 

 Contentment is defined in the dictionary as “the state of being content; 
satisfied”.  Purpose is defined as “the reason for which something exists or is 
done, made, used, etc.; an intended or desired result; end; aim; goal”.  You might 
be wondering: “How are the two related and what does this have to do with 
dentistry”?  A larger and perhaps more important question might be: “How are the 
two related and what does this have to with life?”  Actually, there is a direct link.  
In my experience, very few people achieve true contentment without having lived a 
life with purpose.  Alternately, people I’ve known who are living (or have lived) a 
life with purpose seem to experience and enjoy true contentment.  It seems that 
they go hand-in-hand.  True in life and true in dentistry.  Seems that truth is truth 
no matter what or where. 
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 Could it be that a relationship also exists between this “contentment and 
purpose” and the difference between average practices and great ones?  Based on 
having had the privilege to work closely with hundreds of dentists in their 
practices, my conclusion is that indeed, yes, there is a very close correlation.  
Doctors who practice with purpose seem to be more content, not just with their 
careers and their practices, but also with life in general.  Sometimes I see the 
contentment first and then discover the purpose and sometimes it is the other way 
around.  But there they are again, hand-in-hand.   

Now just so you understand that I’m not some “head in the clouds dreamer”, 
I need for you to understand that contentment doesn’t mean there are never 
problems, difficulties, challenges, headaches, etc.  Anyone who owns a business of 
any type or any size will experience these from time to time.  But I do find that all 
of these are diminished and certainly much more manageable for those doctors 
who are practicing with purpose.  They don’t tend to get as upset when the 
inevitable problems arise and they don’t seem to remain upset or stressed for quite 
as long.  These more content individuals tend to demonstrate fewer wild swings in 
mood or emotions, exhibiting calmer reactions and a much steadier, unflappable 
demeanor that is much appreciated by everyone around them. 

A pastor out in California named Rick Warren made the best seller list and 
gained quite a lot of positive publicity and notoriety a few years back by authoring 
and publishing a book called The Purpose Driven Life (2002).  If you haven’t 
read it, I highly recommend it.  But I would give an even higher recommendation 
for an earlier book he wrote called The Purpose Driven Church (1995).  Even 
though I’m sure he didn’t intend it as such, it is one of the best business 
management books I’ve ever read.  The thesis of the book is that when churches 
think first about their health, growth is sure to follow. "If your church is healthy," 
writes Rick Warren, "growth will occur naturally”. The purposes can only be 
accomplished, argues Warren, when church leaders stop thinking about church-
building programs and shift their focus to a "people-building process".  When you 
read the book, just use your imagination to envision how the methods and 
principles he describes can apply to many endeavors other than church.  Read it 
while constantly asking yourself: “How can I apply that in my practice?”  How is 
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the overall health of your practice?  Are you investing in a “people-building 
process” with your employees and patients? 

In fact, I should tell you that most of the super-successful dentists I’ve 
worked with employ this methodology all of the time.  They are constantly looking 
outside of dentistry for great ideas that they can “dentalize” and use to help them 
improve and grow their practices.  If you’re not going to seminars and/or reading 
anything on topics other than dentistry, you should give it a try.  Communication, 
customer service, marketing, human relations, sales, business management, 
leadership, motivation --- are all learnable skills that would add to and improve 
your practice.  Another thing to consider: Continuing education doesn’t have to be 
at dental conventions or focused on dentistry to be tax deductible! 

CONTENTMENT 
 I won’t presume to define what contentment should be for you, but let me 

share some observations of a few common characteristics I’ve seen in your 
colleagues through the years, all of whom seemed quite content. 

• Little or no debt --- It really should come as no surprise that debt raises 
stress and anxiety.  Therefore, absence of debt must surely reduce stress and 
anxiety and must also certainly add to a feeling of contentment.  Where do 
most dentists get into trouble with debt?  In the practice, once school debt is 
eliminated, there are several common areas where debt becomes a problem: 

1. Over paying to purchase a practice --- This is common among young 
doctors who generally lack the business experience necessary to make 
a sound judgment when evaluating a practice to buy.  They fail to seek 
advice from a knowledgeable, neutral third party and instead rely 
primarily on individuals who have a vested interest in the sale because 
they will receive a commission.  They nearly always neglect to 
consider cash flow and end up struggling to make the note payment on 
the practice and still have adequate money left to pay themselves.  
And these practice payments go on typically for 7 to 10 years. 

2. Building a huge, elaborately decorated office --- This almost always 
results in cash flow difficulties.  I have advised doctors for years to 
budget spending between 7 and 9 percent of net collections on their 
facility.  This includes everything related to the physical structure: 
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rent (or note payment), utilities, maintenance and repair, equipment, 
insurance, furniture and fixtures, etc.  Amazingly, I have encountered 
too many doctors who are spending 20% or more of collections on 
their facility and then are puzzled as to why their personal income 
from the practice is below average.  And these large note payments 
may go on for 20 years or more.   

3. Too many “must have” items --- Another contributing factor that falls 
into this same budget category and negatively impacts many practices 
is a seemingly unquenchable desire on the part of many dentists to 
acquire every new “gadget” or new piece of technology that comes 
along.  I’m not saying that you should never purchase new 
technology.  Just be careful with the sales reps who, once again, are 
more interested in the sale due to the commission it generates for them 
than to how much the item will actually improve your bottom line.  
All I can tell you is that I see lots of these “must have” items that end 
up in closets or used as door stops while the doctor is still making 
those “easy monthly payments”.  If you can pay cash without a 
negative effect on your business or personal financial status, then go 
for it.  But just be careful about accumulating too many monthly 
payment commitments.  As I’m writing this, I’ve had two lengthy 
conversations in the past three days with a dentist who has somehow 
managed to accumulate $155,650 in credit card debt all associated 
with purchases made for his practice.  And trust me, this is far from 
the first of these type conversations I’ve had with doctors through the 
years.   

4. Failure to plan for taxes --- Another common culprit that often leads 
to borrowing for survival is failing to set aside adequate funds to pay 
taxes.  Sometimes these are payroll taxes, but more often are the 
doctor’s personal income taxes.  Most doctors pay themselves on what 
the CPA’s call a “1099 basis”.  This means that you have to make 
quarterly estimated tax payments based on both your prior year’s 
income and your current year’s projected income.  The number of 
doctors who get into trouble with the IRS is shocking, especially when 
I look at their financials and see how much money they spend each 
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month/year on accounting.  The old saying “failure to plan is planning 
to fail” definitely applies here.       

• A reasonably simple lifestyle --- This is, of course, closely related to the 
debt problem described above except on the personal level rather than the 
business itself.  Big homes, exotic vacations, fancy automobiles, boats, 
second homes, private schools for the kids, country clubs, even airplanes --- 
I’ve probably seen it all.  Again, let me assure you that I’m not judging you 
in any way, just trying to point out that most of the truly contented doctors 
I’ve encountered aren’t burdened with having to generate the income 
required to fund all of these.  That seems to be the key: not being enslaved to 
material items or the trappings of the millionaire lifestyle.  There was a book 
written back in 1996 called The Millionaire Next Door.  The authors 
(Thomas Stanley, Ph.D. and William Danko, Ph.D.) spent 20 years studying 
how people become wealthy.  From the introduction: “Most people have it 
all wrong about wealth in America.  Wealth is not the same as income.  If 
you make a good income each year and spend it all, you are not getting 
wealthier.  You are just living high.  Wealth is what you actually 
accumulate, not what you spend.  In the course of our investigations, we 
discovered seven common denominators among those who successfully build 
wealth. 1. They live well below their means.   

2. They allocate their time, energy, and money efficiently, in ways 
conducive to building wealth.   

3. They believe that financial independence is more important than 
displaying high social status.   

4. Their parents did not provide economic outpatient care.   
5. Their adult children are economically self-sufficient.   
6. They are proficient in targeting market opportunities.   
7. They chose the right occupation.”   
I believe that in choosing dentistry you have definitely chosen the right 

profession and I also believe that any dentist can become wealthy.  Stanley 
and Danko further state: “Wealth is more often the result of a lifestyle of 
hard work, perseverance, planning, and, most of all, self-discipline.”  A few 
years later (2000), Stanley wrote another book entitled The Millionaire 
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Mind.  In it he further explores the ideas, beliefs, and behaviors that enable 
millionaires to build and maintain their fortunes.  I highly recommend both 
books.     

• A well-trained, highly skilled team with little or no turnover --- Most of 
you will spend more waking hours each workweek with your employees 
than with anyone else.  Let that thought sink in for a moment.  Now explain 
to me why you would want to have someone working for you that you don’t 
enjoy being with?  You don’t have to love them, but shouldn’t you at least 
like them?  They don’t all have to be your best friend, but shouldn’t they at 
least be friendly?  Do you really enjoy whining and complaining?  No.  Then 
do something about it.  You can choose to flock with turkeys or you can 
choose to soar with eagles.  Key to remember: You choose.  Oh the stories I 
could tell: constantly coming in late or not at all; having to leave to deal with 
“personal emergencies”; rude to patients on the phone; rude to patients in the 
office; rude to the person who signs their paycheck (you); describing in great 
detail their own personal problems to every patient and/or anyone within 
earshot; lack of personal hygiene; bickering and back-stabbing with other 
employees; constantly “stirring the pot” over every little thing that doesn’t 
please them; beginning and ending every sentence with “I” or “ME”; no 
concept of teamwork (limited concept of work at all); an entitlement 
mentality; always asking for more (more money, more benefits, more time 
off, more help with tasks they don’t like, etc.); never satisfied; maybe even 
stealing from you --- I could go on and on.  How can any of this possibly 
lead to contentment for you, the doctor?  My advice: don’t settle for less 
than the best.  Hire great people and pay them well (including an incentive 
program that is growth and profit based).  Invest time and money in training 
them.  Look for, and then be diligent in nurturing, an “ownership mentality” 
in all of your team members.  It has to be more than “just a job” for each of 
them.  You want people that work “with you” and not just “for you”.  As 
soon as you have 3-4 people employed, choosing people who “fit in” with 
your group and possess or can quickly develop a team mindset are much 
more valuable than those claiming X years of experience or an above 
average ability to simply perform specific tasks.  You can train someone to 
accomplish tasks.  You cannot train someone to have a great attitude, get 
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along with others, and treat your patients like gold.  I also advise that you 
“hire slowly and fire quickly”.  By this I mean taking enough time to get to 
know more about the applicant than how long they’ve been in dentistry or 
what their last job was.  Try to get to know them, not just know about them.  
Check references diligently.  Have your existing team members spend time 
with them both in the office and outside.  Pay for a couple of lunches or 
afterhours meetings between the applicant and your existing team members.  
They can tell much more quickly than you usually can whether or not this is 
the right person.  Plus, once they commit and tell you “this is the one”, they 
will be much more likely to work to insure the success of the new person in 
fitting in to your operation.  On occasion, an applicant will fool everyone 
and you’ll end up with someone who really shouldn’t be in your practice.  
Deal with this quickly and efficiently.  Don’t fall victim to the myth of “give 
her a little more time, she’ll get better”.  They rarely ever get better.  What 
you see in the first couple of weeks is what you’ll see repeated forever.  
Admit the mistake, deal with it, and move on.  Remember: Your goal is 
contentment, not constant frustration.  One more thought: Your patients 
definitely notice when there are new faces in the office every time they come 
in.  Constant staff turnover is not only hard on you.  The patients hate it.  
They’re already nervous.  Now they have to deal with a new person that 
they’ve never seen before.  Is this person trustworthy?  Do they know what 
they’re doing?  Have they ever done this before?  These are the questions 
going through the minds of your patients.  If they see too much turnover in 
your staff they might even have the thought: This doctor must be a real 
!@#$&%* to work for!  Face it: Most people have worked for a boss that is.  
You don’t want them thinking that about you, do you?  Trust me, it is not a 
practice builder.       

• At least one more doctor in the practice --- At first glance, this might not 
seem to be a key element to achieving contentment in your practice.  But 
having another doctor in your practice create opportunities to do some things 
you likely could never do as a solo practitioner.  An immediate question that 
could occur at this point is: Should I have an associate or a partner?  Let me 
amplify, from my perspective, the advantages of each and then the additional 
advantages of partnerships. 
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Either associates or partners can do the following: 
1. Allow for increased productive capacity --- Another doctor will 

obviously add his or her own personal production to the practice total, 
but will also allow the addition of one or two additional hygienists as 
well.  Every doctor reaches a personal limit in terms of production.  
When you’ve reached your limit, what options do you have?  You can 
increase the number of hours you work per day.  You can increase the 
number of days you work per week, month, or year.  You can raise 
your fees.  As you can see, all of these have limitations and probably 
more negatives than positives for the practice.  You probably don’t 
want to work substantially more hours or days and there is always a 
limit to how high you can establish your fees and retain your patients.  

2. Allow for expanded hours --- Many dental practices are open four 
days per week (Monday – Thursday) and eight hours per day (8:00am 
to 5:00pm).  These are not convenient, consumer friendly hours for an 
overwhelming majority of Americans today.  Another doctor will 
allow the practice to expand its hours and be more consumer oriented.  
Perhaps with two doctors the practice could be open some earlier 
morning and later evening hours five days per week rather than four.  
Adding Saturday hours will make the practice even more consumer 
friendly. 

3. Allow for a differing mix of procedures and/or patients served --- 
When looking for another doctor to join your practice, be sure you 
DO NOT bring in someone who wants to do the same procedures you 
like to do and see the same type patients you like to see.  If you don’t 
like Endo, the other doctor should love it and be good at it.  If you 
hate seeing kids, the other doctor should love seeing kids and be very 
good with them.  You can even expand this thought process to other 
areas.  If you like taking summer vacations, look for someone who 
loves winter vacations.  If you make lengthy trips to visit relatives for 
holidays, be sure the doctor is “local”.  You get the idea. 

4. Allows for someone to bounce ideas off or possibly to mentor --- I 
probably would have never thought of this on my own, but after 
hearing it from so many doctors through the years, I’m convinced of 
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its importance.  Face it: Practicing solo is basically practicing in 
seclusion.  There is no one else in the practice that knows the 
pressures you face day-to-day, hour-to-hour, and sometimes even 
minute-by-minute as you make decisions concerning the proper care 
of your patients.  Someone else to discuss a particularly challenging 
case with is a welcome relief for many.  Someone to verify your 
findings and recommendations or perhaps even offer alternatives can 
make a huge difference in the degree of stress you might experience.  
Others enjoy the mentoring aspect of having another doctor in the 
practice, someone to share their years of experience and expertise 
with.  Someone to instruct in the “real world” of patient care as 
opposed to the “ivory tower” world of academia and dental school. 

If you decide to employ an associate, remember that he or she is precisely that – 
an employee.  There are two huge mistakes I see doctors making over and over 
when employing an associate: no contract and overpaying.  Let me explain. 

 Lack of a contract --- This is a major mistake and can lead to absolute 
disaster.  I’ve seen numerous instances of associates going to a nearby location to 
practice, either as an associate in another practice, purchasing an existing nearby 
practice, or starting a brand new practice nearby.  Unless the associate is a 
complete loser (which begs the question about why you hired the person in the first 
place and then kept him or her around for any period of time) he or she will draw 
some of your patients to the new location.  And they are your patients, not the 
associates.  Remember, this person is an employee when working for you as an 
associate.  This brings up a related issue: Many associate doctors are hired as 
“independent contractors” rather than traditional employees.  Most doctor/owners 
employ this as a strategy to save a few dollars on matching employment taxes.  If 
you or the associate ever gets audited by the IRS, it is almost guaranteed that the 
ruling will go against you.  If you do any of the following, the associate will likely 
be deemed an employee and not an independent contractor: provide one or more 
assistants that are paid by the practice; provide tools, equipment, and workspace; 
pay for CE and/or reimburse for travel and other expenses related to CE; control 
the financial aspects of the job (think fee schedule).  These are just a few of the 
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many factors the IRS will consider.  If the ruling does go against you, you will be 
saddled with paying the back taxes, PLUS interest AND penalty.  Be very careful 
with this decision. 

 Overpaying --- It is very common to find associate dentists being paid on a 
commission basis at a rate of 35%.  I’ve seen some as high as 40% and a couple at 
45% and even one at 50%.  In some instances, the associate is earning more than 
the owner doctor, even when working the same amount of hours.  Do I really need 
to explain how crazy this is?  I advise that the employee or staff component of your 
overhead expenses average about 25% of what you collect.  This is one of the key 
elements necessary to keep your total overhead under control.  Many, many 
practices are overstaffed and spend way too large a percentage of the practice 
income on the staff.  If you agree to pay the associate dentist 35% (or more) there 
is just no way to keep your employee portion of practice overhead at about 25%.  It 
is just mathematically impossible.  Many doctors will tell me that it is just 
impossible to hire someone “in their area” for less that 35%. (Note: Everyone 
erroneously believes that their area is different, unique, special, or in some way 
outside the norm.)  I find this to be untrue about 99% of the time. 

A partner, on the other hand, is a step up and has several distinct advantages 
over an associate. 

1. Ability for the owner doctor to remove a portion of the equity from the 
practice while still working --- This is the best of the best.  Unless you’re 
ready to sell out and walk away from your practice, this strategy is one that 
every practicing dentist should be taking advantage of.  If done properly, 
there is no reason why you can’t receive hundreds of thousands of dollars 
plus interest for fractional pieces (25%, 33%, 50%, etc.) of your practice 
while you remain in practice and see your month-to-month “paycheck” go 
up.  That’s right.  Make more every month plus get paid thousands that you 
can hopefully invest for retirement, or whatever you want in the future. 
  

2. Ownership mentality and focus --- An associate will just never have the 
same mindset or intensity or desire to see the practice thrive that a partner 
will.  It’s just human nature and it can’t be ignored.  You’ve always wanted 
your employees to have the same commitment to the practice that you do, 
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right?  How has that worked out for you?  Who really worries about the 
place other than you?  Who loses sleep over upset patients?  Who agonizes 
over whether or not there is enough money in the checking account to pay 
all the bills?  You, you, you, and nobody else but YOU!  But with a partner 
there is someone to share the load.  Someone to share the planning, 
management, and implementation.  Someone to share the decision-making. 

 
3. Ability to retain leadership status as “managing partner” and receive a 

“bonus” for it every month --- You can certainly involve the partner to any 
level you desire, but if you want to remain in actual control it is possible.  
Nearly all partnerships have a “managing partner” who makes the bulk of 
the decisions and/or whose decisions cannot be overruled.  So even if you 
repeat the process of bringing in fractional interest partners 2, 3, even 4 
times, you can still maintain control.  And through the use of a “founders 
fee” (since the practice is or was once all yours) of from one to five percent 
of collections each month, you’ll now get paid extra to make the decisions 
that you’ve been making since day one for “free”. 
 

The Fulfillment Curve 

 The Fulfillment Curve is one of the main tenets of a great book called Your 
Money Or Your Life by Joe Dominguez and Vicki Robin.  Rather than attempt to 
explain it myself, I’ve included below a summary complete with visual aids 
(graphs) that I believe does a great job of making the authors’ main point. 

 

The Fulfillment Curve shows the relationship between the 
experience of fulfillment (vertical axis) and the amount of money 
we spend -- usually for more stuff (horizontal axis). In the 
beginning of our lives, more stuff did indeed mean more 
fulfillment. Basic needs were met. We were fed. We were warm. 
We were sheltered. When we were uncomfortable, when we cried, 
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something came from the outside to take care of us. Our needs were 
filled. We survived. Our minds recorded each such incident and 
remembered: Look outside yourself and you will be fulfilled. 

  

  

 

We then went from bare necessities (food, clothing, shelter) to 
some amenities (toys, a wardrobe, a bicycle) and the positive 
relationship between money and fulfillment got even more 
embedded. Remember your excitement when you got your Captain 
Midnight Decoder Ring or baseball mitt or Barbie doll? If our 
parents were being responsible, they soon taught us, "Those things 
cost money, dear. Money that we go out and earn for you -- because 
we love you." We got an allowance to learn the value of money. 
We could select and purchase happiness ourselves! And so it went, 
year after year. 
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Eventually we slipped beyond amenities to outright luxuries -- 
and hardly registered the change. A car, for example, is a luxury 
that 92 percent of the world's population never gets. For us, 
however, our first car is the beginning of a life-long love affair with 
the automobile. 

 

Notice that while each new acquisition may have still been a 
thrill, it cost more per thrill and the "high" wore off quicker. But by 
then we believed that money equals fulfillment, so we barely 
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noticed that the curve had started to level out. On we went into life. 
House. Job. Family responsibilities. More money brought more 
worry. More time and energy commitments as we rose up the 
corporate ladder. More time away from home.  More to lose if we 
are robbed, so more worry about being robbed. More taxes and 
more tax accountant fees. Therapist bills. Remodeling bills. Just-
keeping-the-kids-happy bills. 

Until one day we find ourselves sitting, unfulfilled, in our 4,000-
square-foot home on 2.5 wooded acres with a hot tub in the back 
yard and Nautilus equipment in the basement, yearning for the life 
we had as poor college students who could find joy in a walk in the 
park. We hit a fulfillment ceiling and never recognized that the 
formula of money = fulfillment had not only stopped working but 
had started to work against us. No matter how much we bought, the 
Fulfillment Curve kept heading down. 
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There's a very interesting place on our curve -- it's the peak. Part 
of the secret to life, it would seem, comes from identifying for 
oneself that point of maximum fulfillment: ENOUGH. Enough for 
our survival. Enough comforts. And even enough little "luxuries." 
We have everything we need; there's nothing extra to weigh us 
down, distract or distress us, nothing we've bought on time, never 
used and are slaving to pay off. 
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Enough is appreciating and fully enjoying what money brings 
into our lives, yet never purchasing anything that isn't needed and 
wanted. It's a powerful and free place -- the launching point for 
cultivating the kind of fulfillment that money can't buy.   When 
personal needs and wants are fulfilled, our locus of interest 
expands.  We seek to address the needs and comforts of family 
members and friends, then our community, our nation, our 
world.  Our personal freedom allows us the opportunity to be 
concerned for others, our surroundings, and our affect on the world 
as a whole.  In short, we find the freedom to devote our life energy 
to participate in the larger circles of life.  We call this participation 
SERVICE. 
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When we recognize ourselves as part of a larger whole, the 
entire picture shifts. We are not "just one person." We are part of 
Life - one thread among millions in this unfolding that is already 
whole.  

  

When we do, we see opportunities where before there were only 
obstacles. We find hidden talents and hidden reserves of energy. 
We begin to know ourselves as sufficiently creative, noble, 
industrious, wise and wily to get the job done. Through a 
commitment to service, we learn right relationship with all of life - 
how we "fit," what we're "fit for" and what choices are "fitting." 
Service to others and to the planet provides the perfect tempering 
environment wherein individuals of real mettle are forged. It is the 
obvious and essential follow-through for people who have taken the 
first step of personal lifestyle change. 

Credits: 

Your Money or Your Life: Transforming Your Relationship 
With Money And Achieving Financial Independence 

Joe Dominguez and Vicki Robin  (1992)  (revised and updated 
2008) 

The New Roadmap Foundation (NRM) – a 501c3 educational 
and charitable organization 

The Financial Integrity Program  (www.financialintegrity.org) 

www.yourmoneyoryourlife.info 
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One of the best concepts from Your Money or Your Life is that 

of the fulfillment curve. Basically, the idea argues that there’s a 
sweet spot for anything that maximizes the fulfillment you get out 
of it. If you spend more, your fulfillment starts to actually decrease. 

I often reflect on this concept. I see it popping up again and 
again in my own life and I find that if I put in some effort finding 
that peak fulfillment, my money just falls into line right behind it. 
I’ve come to believe that if a person has their basic needs covered, 
overspending is caused by going over the far end of the 
fulfillment peak. 

The middle portion of the first chapter focuses on the 
“fulfillment curve,” which basically refers to the idea that once you 
reach a certain level of luxury in your life, anything beyond that 
level is merely diminishing returns. 

My conclusion was to tie it to consumerism and clutter: 

One of the deep problems of consumerism is that the average 
American tends toward buying more.  They would rather have more 
stuff that, per item, they have less time to enjoy than less stuff that, 
per item, they have more time to enjoy. 

This is connected directly with the clutter problem.  This 
tendency to buy extra luxury items gradually fills a home with lots 
of clutter – unnecessary stuff that just sits there taking up space 
when the money invested could be used to help build a more 
fulfilling life. 
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Later reflection has led me to believe that it’s not necessarily 
these factors. It’s more of a matter of finding balance, akin to riding 
a bicycle. 

What does this curve mean in your own life? How can it help 
you get ahead? Here are some suggestions. 

The fulfillment curve applies to everything you spend money 
on. The basic principle applies to almost everything in your life, 
from food to clothing to shelter up to hobby-oriented activities. In 
almost every aspect of life, the point of maximum enjoyment is not 
the point of maximum spending – spending too much reduces 
fulfillment. 

Guilt is one of the surest signs of the downside of the curve. 
If you feel guilt about your spending in any area, you’re likely 
spending more than your natural fulfillment peak. It’s likely that if 
you take the time to seriously look at every area in your life where 
you feel some guilt about money, it’s a result of spending too much 
to try to chase fulfillment. Pull back on that spending some and 
you’ll almost always find that things become more enjoyable as 
a whole.  

Your fulfillment curve peak might actually come with 
spending no money at all. For example, I almost always find that 
when I spend much money on extra things for my kids, neither one 
of us gets much extra fulfillment out of it and a good chunk of the 
time I feel like I shouldn’t have spent the money. Here’s an 
example: the best time I’ve spent with my kids recently was last 
Sunday when we went to the library, went to a free art festival, then 
went home and read books for an hour. The cost was virtually nil, 
but it was a peak on that curve. Fulfillment curve peaks don’t have 
to cost you. 
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Routine frivolous purchases – like a $5 coffee each morning 
– are beyond the peak, whether you actively notice it or not. If 
you do it every day, it’s no longer a treat. It’s not something special 
to really bring you fulfillment. Try drinking cheap coffee at the 
office all but one day a week. You’ll find that the one good coffee 
you do drink brings you far more fulfillment than it used to. 

Spend some time understanding what things really fulfill 
you. I feel much more fulfilled by a well-designed item that will 
last basically forever than just about anything. Reliability is really a 
strong fulfillment point for me – I tend to like things that I’ve had 
for a long time that still work like new. That’s why I often do so 
much research before a purchase – I know I’ll get more fulfillment 
out of it if the item just does its job reliably and easily. 

Credit: Trent Hamm    (www.thesimpledollar.com) 

 
So, how much is enough?  Whether you’re dealing with your practice or 

your personal life, this basic question will most likely have to be answered sooner 
or later.  Have you answered it yet?  Have you even thought about it?  Without an 
answer to this question and a solid plan detailing how you’re going to get there 
from wherever you are now, contentment, as least in regards to money, will likely 
elude you.  If you have already answered this question: Congratulations.  My guess 
is that you’re probably one of the few who would be able to say you’ve reached a 
measure of “contentment”. 

 
PURPOSE 
 
 Since the title of this chapter is “Contentment and Purpose”, I should spend 

a little time on the topic of “purpose”.  I find this one even more elusive to nail 
down than contentment.  Obviously, they can both mean different things to 
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different people.  Earlier in the chapter I made reference to Rick Warren and his 
book The Purpose Driven Church.  Warren states: “nothing precedes purpose”.  He 
describes purpose as being like the foundation of a building --- it determines both 
the size and the strength of the finished structure.  The same is true for your 
practice.  Warren goes on to state: “there is power in having a clearly defined 
purpose statement.  If it is short enough for everyone to remember, your statement 
of purpose will yield five wonderful benefits: 

1. A clear purpose builds morale. 
2. A clear purpose reduces frustration. 
3. A clear purpose allows concentration. 
4. A clear purpose attracts cooperation. 
5. A clear purpose assists evaluation.” 

So define your purpose.  Then refine it.  Put it in writing.  Summarize it in one 
sentence.  If you can both say it and write it, then you’ve clearly thought it through.  
If you haven’t put your purpose on paper, you haven’t really thought it through.  
Your purpose statement should be simple, meaningful, action oriented, and 
compelling. 

At this writing if you go to Amazon.com and search the words business + 
purpose, it returns 2,327 book titles.  Do the same thing on Google and you’ll find 
39,400,000 results.  That’s right, over 39 million!  Staggering, but obviously there 
are a lot of people out there that think this is an important topic.  And with these 
kinds of resources available, there really is no excuse for you to avoid tackling it. 

What causes some people to be consistently moving forward versus others who 
seem to get stuck in the same place for a long time?  People become stuck because 
their vision and clarity have been lost.  At one time they knew exactly what they 
wanted and where they were going, but after a period of time they simply slowed 
down, they lost momentum.  I’ve never seen a dentist go out of business because of 
a lack of enthusiasm when they began.  However, at the end of their business, if 
they are failing they have a different attitude.  They get out of bed with fear, 
wishing they didn’t have to go to work, wishing that their employees were 
different, wishing they had more money in the bank, wishing they had more 
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patients or blaming their patients for not accepting treatment or paying on time --- 
just a lot of blame and wishing life were different. 

Can this change?  Will it always be that way?  It depends on what you are 
willing to settle for.  Many times doctors don’t realize that they’ve “settled” until 
they’re in a rut.  Without ruts life is pretty smooth.  When it stops being smooth, it 
takes some action or series of actions to change things, to get out of the rut, to not 
remain trapped there.  Setting goals is wonderful and you should definitely have 
goals.  But that really isn’t enough.  Sure, the first few times it is exciting.  But 
eventually most of us lose focus.  Focus is purpose.  Writing down your goals is 
easy.  It’s like a little kid making a Christmas list.  But if I ask you to write down 
your purpose, chances are you’re going to have trouble.  But your goals are 
typically in alignment with something, right?  Consider dental school.  Most 
dentists tell me that they decided fairly early in life that they wanted to be a dentist.  
They then typically take a lot of science courses in high school.  In college they 
take courses that they believe will give them the best shot at getting into dental 
school.  Then they endure 4 years of dental school because their purpose through 
all those years was to graduate and be a “doctor”.  For 10 years or longer, they are 
moving in a direction – with purpose and on purpose.  Then what?  Where do you 
go from here?  What’s next? 

Most of us are more in touch with negative feelings or those that cause 
discomfort than we are with positive ones.  We tend to do more to avoid the things 
we don’t like than to gain the things we do like.  Finding your purpose tends to 
eliminate many of the uncomfortable feelings that we have.  And having a purpose 
also sets up our life to attain most if not all of the goals that we really want.  So 
perhaps purpose is direction.  You must be able to measure whether or not the 
things you do are in alignment with your purpose --- moving you closer or in the 
right direction.  It is the alignment to your purpose that is crucial to your 
contentment and whether or not your goals are in alignment to your direction.  Any 
time something doesn’t feel right, you’re probably not on purpose, you’ve taken a 
detour.  It’s OK to change your purpose, but very frustrating to try to live off 
purpose. 
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Stephen Covey, in his best-selling book The 7 Habits of Highly Effective People 
states that you should always begin with the end in mind.  You really can’t get to 
your goals from today forward.  You must be there in your mind first, projecting 
years into the future and playing the game backwards to today.  We must be there 
first and come backwards and notice that everything we do is in alignment with 
that and that being in alignment means that we are on purpose.  Just like the dental 
school example. 

Contentment comes from having the conditions in your life that you want.  You 
create the condition by not allowing any room for anything less than that.  If you 
leave room for anything less than that, then that’s exactly what will fill up the 
space.  Be strong enough to decide what you want and then actively pursue it.  
Most people get stuck because they refuse to make that decision.  If people had a 
license – like going to Wal-Mart to buy a hunting license – which allowed them to 
have their life be exactly how they wanted it to be, unfortunately not everyone 
would go buy one.  That is a license we were all born with, but it has someone 
been suppressed.  But we can take it back by deciding to.  The time is now. 

Having purpose, both for your practice and for life in general, will make every 
decision easier.  How?  Just ask yourself if a “yes” answer will keep you moving in 
the right direction, closer to your purpose.  Things are either going to move you 
closer to your purpose or farther away from it.  There really aren’t many things that 
are neutral, and if they are, then they are likely insignificant. 

Michael Gerber, in a series of books that started with The E-Myth way back in 
1988, makes the point that most people who start a business are really just creating 
a job for themselves.  They don’t actually own a business.  They just own a job.  
Granted, it is a job where you don’t have a traditional “boss” telling you what you 
can or can’t do, etc.  But very few are really being truly entrepreneurial minded 
when they start their business.  He argues that there is ultimately only one reason 
for starting a business, and that is to sell it!  And yet I find many dentists nearing 
the end of their careers that have never given much serious thought to their exit 
strategy.  What about you?  Regardless of your age or number of years in practice, 
you should have a plan.  I watched Mike Abernathy’s plan develop and evolve 
over a 20-year period.  He decided when he was about 35 years old that he wanted 
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a specific amount of money accumulated by the time he was 55 years old and put a 
plan in place to accomplish that.  At age 35, he wasn’t sure whether or not he 
would want to retire at age 55 or not.  But he was sure that he wanted to have 
choices.  That he would be in a position to do whatever he wanted to do at that 
point in life, even though it was 20 years into the future.  He had the end in mind.  
He had purpose.  You’ll have to ask him yourself about the contentment part. 

I’ve also been able to witness the same strategy that Mike used work 
successfully for other dentists.  That’s what this book is really all about.  So 
knowing that there is a viable plan that has worked well for many others, what 
about you?  What will you do with the information in this book?  If you do nothing 
with it, then you’ve wasted your time reading it.  Unless you take action, it will be 
the same as having never read it all.  So as the Nike commercials say: Just Do It! 

 
Max Gotcher 
800-252-0955 
214-762-3117  cell 
max@summitpracticesolutions.com 
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Chapter Twenty 

FAQ:   Frequently Asked Questions 
 

Max and I have been running Summit for over two decades.  In that time we 
have answered about every question there is.  Let me restate that:  About the time I 
am sure we have answered every question possible about practice management, 
productivity, overhead, and transitions someone will bring up the weirdest set of 
circumstances and one more question to try and stump the experts.  I will be the 
first to admit we do not have all the answers, but if we don’t know the answer, we 
can find you an expert that will.  We added this chapter due to the many emails and 
phone calls we received from clients.  We hope this helps clarify some areas.  
Please feel free to give us a call at 800-252-0955 or email me at 
abernathy2004@yahoo.com.  

• Why should I consider selling my practice? 

I will assume that if you are reading this roadmap to transitions, you 
have already entertained the idea of a sales strategy for one reason or 
another.  Historically dental practices of the past were not worth much.  
Times changed and changed again.  Physicians cannot sell their practices 
because they are worthless.  Most MD’s are chosen from a managed care 
folder.  Attorneys can’t sell their practices because of ethics and state 
statutes.  We as dentists, at least up until this new economy, were always 
able to sell our practices and facilities.  This is changing, and I feel that in 
the next 10 years you may find the market for the sale of your practice to 
be nonexistent.  We have reached a tipping point where value, buyers, 
and sellers are just right to make this one of the best wealth building 
strategies around.  Throw in the unknown or unplanned transition from 
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death, or disability along with the corporate structure to affect a 
successful remedy in these cases, and it just does not make sense to wait.  
Remember that selling does not have to mean retirement.  This is a dollar 
and cents business decision that will affect your financial future. 
• How will I know when the right time is? 

I would have to say that there is never a perfect time to do anything.  
In the sale of a practice there are so many variables that we would have to 
take it case by case.  I will say that timing is everything and 
procrastination is never the answer.  Your practice will be sold.  Death, 
disability, or retirement will force a sale someday, perhaps tomorrow.  
Your practice will never be worth as much without you as it is with you.  
Know the numbers and sell it just at the peak of its profitability and 
growth curve.  This will net more money.  The earlier you do this in your 
career, the more you can take advantage of compound interest to double 
or triple that original sale for retirement.  Even if you never plan to retire, 
you should always seek security for you and your family. 
 
• How will demographics affect the price? 

Demographics will always affect the sale or even desirability of a 
practice.  I would have to say to doctors who are in the later part of their 
career:  Demographics will most often erode the value of your practice.  
Practice in one spot for more than 10-15 years and everything changes.  
What was once an ideal place to set up a dental practice will almost 
always decay: Increased competition from younger doctors who market, 
and are willing to work long consumer hours for less. Communities will 
change demographics: A once affluent area morphs into a less than 
desirable area to live.  Your failure to keep up with technology and 
economic shifts can rob you of hundreds of thousands of dollars for your 
ultimate sale.  Young practitioners may catch the wave in economic and 
demographic growth that makes their practices desirable and with that, 
sellable.  Being located in a remote area or in a thriving city can have a 
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tremendous affect on the price and the time it takes to make a sale.  
Consider the unpredictability of this or the next political party in power, 
and you would be foolish to not consider selling, lowering your 
overhead, increasing your production, and spreading the risk.  Bottom 
line:  Start now.  It will not be better in the future. 

 
• What are my options? 

     One option would be to do nothing and hope the value of your 
practice did not decline.  The other two options would be selling part of it 
or all of it.  Selling 100% of the practice is easier and would probably be 
an exit strategy.  Selling part of it would be a wealth building, long-term 
strategy for a practice truly ready for growth in the corporate sense. 

 
• Do I have to give up control after a sale? 

The short answer is no.  The structure of the buy in would dictate 
the level of control you would have.  We usually include a founder’s 
fee or management fee paid to the Senior Doctor.  This, along with 
carrying the note, keeps a great deal of control in your hands.  You 
could even be the general partner while all others are limited partners.  
There are many of ways to maintain as much control as you would 
like. 

 
• Should I just wait a few years to follow your plan? 

Waiting is probably the worst thing you could do.  I was speaking 
to a doctor the other day, and while he liked the idea of fractional sale of 
his practice and he already had an associate who would like to buy in, 
decided he would like to wait a year.  I quickly ran the numbers.  At 8% 
added to the purchase price plus just a 5% return on the investment of the 
purchase price he would have $267,000 less at age 62 by waiting just 12 
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months.  If you are truly ready to do this, do not wait.  Start looking for 
your Trial Partner right now.  This search could take a year or two. 

 
• Why not just do what we used to do in the past?  Follow a corporate 

business model and just staff my office with associates. 

     As we discussed in the book, expect for your associates to migrate 
in and out of your practice every year or two.  If you are lucky you might 
bring in a 5% before tax passive income with the associate.  They 
normally are not the quality of a doctor looking to buy in, nor should you 
expect any help in managing the practice or being proactive about 
attracting patients or maintaining them.  It is just money for the job done, 
nothing else.   

 
• Why do you suggest selling a portion at a time? 

     If you will revisit the chapter on income buckets, you will see that 
a fractional share generates at least 9 income sources.  The sale of a 
minority portion of your practice will also allow you to remain in 
complete control, expand your hours, and increase market share of 
patients. 

 
• How do I know what is best for me? 

     You don’t without taking the time to first look at the numbers, 
decide on how much is enough, and how much longer you would like to 
practice and even how you would like to practice.  Choices are the 
benefit of planning and goals when it comes to the sale of your practice.  
Take the time to consult with your attorney and CPA in order to consider 
the legal and tax implications now and in the future.   The last thing I 
would do is contact a Financial Advisor who specializes in dentists and 
asset protection and financial security planning. 
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• In broad brushstrokes, what should I expect? 

     Partners and expansion do not eliminate problems.  They magnify 
them.  This can actually force you to deal with areas of your practice that 
always needed attention.  It can take years to find the right doctor and 
seal the deal from Trial Partnership to fractional owner or buy out.  There 
will be staff turnover and liability issues you must deal with. 

 
• How long should it take to find a purchaser and finalize a 

transaction? 

     I have seen this happen in a matter of weeks.  This is the exception 
and you should count on 6-12 months to find someone, 6-12 months Trial 
Partnership, 4-6 months to close the sale and document everything.  Start 
now.  If you make a mistake in your choice, you can see how this pushes 
the time line out. 

 
• When should I speak to my staff about a transition? 

     You should include your staff before you ever really start.  They 
deserve to add their input, and without it you will not know how they will 
be with any candidate.  Start early and keep them in the loop throughout 
the entire process. 

 
• I own my building, what should I do with it? 

We have covered several options in the book, but I would consider 
selling the building at some point to the Junior Doctor who buys your 
practice.  If it is a fractional share, I would maintain the ownership, while 
having the partnership pay it off or pay a lease that goes in your pocket.  
At the time that you exit the practice you will be faced with a problem.  
You will only be able to entice them to lease from you for probably 3-5 
years.  They will realize that by building themselves or buying the 
structure, they could service the note for about the amount of the lease 
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while receiving equity and ownership in an asset.  What I did was have 
them sign a lease/purchase agreement in which they leased the building 
for 5 years and then purchased it for the average of two appraisals.  In 
this way we have a triple net lease plus the purchase all taken care of up 
front.  It worked great. 

 
• Should I attempt to get all cash? 

     Yes:  If it is a walk away sale.  I never encourage our doctors to 
carry a note in a practice that they are no longer practicing in. 

     No:  If it is a fractional share being sold, I would carry the note 
with the stipulation that they never receive any ownership until the note 
is paid off.  In this way you have no risk, more control, and passive 
income from the sale.  Another way to consider this would be to imagine 
an all cash sale.  You get all the money and all the taxes are due at that 
time.  If the partnership does not work out, you may be forced to 
repurchase the portion you sold, but now you no longer have all the 
money from the sale: one-third or more was paid in taxes. 

 
• Where will the purchaser get financing, and how can they afford it 

with over $200,000 of school debt? 

     We actually have found several institutions that will loan as much 
as $400,000-$500,000 to a new graduate with high school debt.  The 
default of failure rate is less than 1%.  Having them work as a Trial 
Partner will also give the bank a little time to see their productivity and 
ability to service the note.  Bottom line:  Don’t worry about their debt as 
long as the bank will do the financing without a co-signature from you. 

 
• Should I employ a professional to assist me in the sale? 

You should always involve an attorney and CPA who are experts in 
the field of the health care profession and especially dentistry.  You do 
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not want to be the first dentist they have worked with.   Just in case you 
are thinking about getting advice from your cousin, or brother-in-law, 
don’t.  Pay the small fee and know you are getting the real thing.  As far 
as having a broker or money management company charge you 10% of 
the sales price for the privilege of just listing your practice in the state 
dental journal, don’t.  You can do anything they can do and save 
$10,000-$50,000 in the process. 

 
• How much should I expect it to cost for this assistance? 

If you used an attorney to design all of your contracts from scratch 
you should expect something in the realm of $8,000-$12,000 depending 
on the type of sale, and it could be more if you could not tell them 
exactly what you wanted in the contract.  If you both have attorneys, 
count on it being more by the time they churn up the fees by going back 
and forth.  By using your roadmap contracts as a starting point for your 
attorney and CPA to review and update for your state or particular 
situation, you should expect fees less than $1,000.   Of course this will 
vary from state to state and professional to professional.  Your CPA may 
charge you another $500 to review tax consequences.  A financial advisor 
can quote you a fee up front.  Do not use a financial advisor who does it 
for free.  He makes his fees by commissions on products he sells you.  
The range of fees for a complete financial overview and suggestions 
might run $2,500-$5,000.  This fee is often eliminated if you allow them 
to manage your funds.  Brokers and such will charge about 10% of the 
sales price, and after reading and understanding this book, you probably 
know more than they do.  Head hunters for a doctor search might charge 
$4,000-$8,000 if they find someone that you would hire.  Generally there 
is no fee if you do not hire someone. 
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Chapter Twenty One 
 

A TRANSITION TOO FAR 
 

 As is often the case, a great strategy can become a disaster if you don’t 
understand the consequences and risks.  I received a call from a young doctor who 
wanted to buy an existing practice just 3 miles down the road from him.  So far so 
good:  Practice acquisitions can be a fast track to increased patients and 
production, and when done correctly, is a no brainer.   

 Here are the facts.  The doctor in question had purchased a practice a couple 
of years back and is doing well.  He is increasing his new patients, building a good 
staff, and improving his systems.  

 The practice that this young doctor is looking to purchase is just 3 miles 
away.  The selling doctor is leaving for another state and wishes to sell everything.  
She has contacted and signed a contract with one of the big three transition 
companies and now the two of them are in the process of looking at the feasibility 
of making this work. 

 So far, this is a pretty simple situation.  Now let’s look at how this can and 
probably will go sour quickly. 

 
1.  The Broker Factor:  Any practice being sold can be bought at a better price 

for both parties if not involving a third party broker.  In this case, the broker 
relies on dual representation in order to maximize their own profits and 
manipulate the contracts for a quick sale.  Problem with dual representation 
is that both parties pay.  The seller is stuck with a 10% fee and a contract 
that limits their ability to get out of it or look for their own buyers.  The 
buyer also pays a fixed fee.  Coming from seven generations of attorneys, I 
can assure you that dual representation is frowned upon by the legal 
profession and is considered unethical.  If you run into any broker 
suggesting that they can adequately represent both parties, run.  So, the first 
problem is that we have a predatory broker pushing to maximize their 
commissions at the cost of their client’s best interests.  Add to this that they 
have valued the practice at about 92% of the last 12 months production 
(unheard of and ridiculous) and are applying pressure to justify the value.  I 
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would love to help them see the error of their ways.  Like real estate brokers, 
dental practice brokers are in this for the money.  Plain and simple:  They 
make promise they can’t keep at a price they can’t afford. 

2. The Halo affect:  It doesn’t matter who you are or what you are considering 
buying, at some point it happens to us all.  We have gotten so far into the 
process we forget this is a decision best made based on facts and numbers.  
Once you fall in love with the process, you stop seeing the obvious pitfalls 
and dangers.  In this case the young doctor had worked for the seller as an 
associate.  Hopefully this article and the telephone conversation will center 
him enough to see the transaction as it truly is. 

3. Extenuating circumstances:  In this particular case, the buyer (our client) has 
a nice office in a nice location with better signage and visibility than the 
seller’s office.  Because of this, he wants only to purchase the patient 
records.  The brokers response is to lower the price to only about 78% of the 
last 12 months production (again, ridiculous and over-valued).   

4. The Patient Factor:  Forget everything else and consider the one asset you 
have to walk away with in this transaction:  The Patient.  If the patient 
doesn’t end up at your practice you lose.  Consider that this transaction is not 
a commodity purchase.  You are not going down to the corner market to pick 
out 500 apples of equal quality, and pay the same price per apple, and take 
them home.  The one person most important in this transaction will never be 
consulted.  You strike a bargain assuming that like lost sheep, the patient 
will follow your wishes and walk blindly into an unknown situation with a 
mystery doctor and staff.  Doesn’t happen that way.  Patients vote with their 
feet, and a majority of them will resent the fact that they have been 
abandoned by their trusted doctor and relegated to a new office without 
being consulted.  The average transition in which you buy a practice, move 
in, keep the staff, and maintain most of the systems and hours of the 
previous practice will be lucky if they retain 60 percent of the previous 
owner’s patients.  Fact is that if you introduce any changes that number will 
drop along with losing most of the staff within the first year of the transition. 

 
So what questions and concerns should you have before even considering this 

transition? 

1. Is your own practice in order and working at maximum efficiency and 
profitability? 

2. What is the value of the practice today?  It doesn’t matter what the seller’s 
practice did three years ago.  We are dealing in a challenging economy and 
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in this case an area where doctor to patient ratios are about 1:650 (It needs to 
be closer to 1:2000).  The practice has been in a three-year decline in 
productivity and increasing overhead costs with ever increasing competition.  
This will adversely affect what the practice is worth.  Consider that most 
brokerage companies consider a current patient to be anybody who has 
showed up in the last 24 months, when a better benchmark would be in the 
last 12 months. 

3. What is the age difference in the buyer and seller?  Like it or not, the sellers 
patients liked the seller as a doctor.  Generally a mature practice ages with 
its doctor.  The age difference may tip toward not having as many patients 
actually transfer to the new doctor.  Any difference is going to cause the 
patients to question the prudence of transitioning to you. 

4. What is the operating overhead?  Keep in mind that the selling doctor didn’t 
have the overhead cost of a large note payment created by buying the sellers 
patient base.  Never count on getting more than 60% of the patients to stay 
with you. 

5. Is there a difference in the gender of the doctors?  Even the gender of one 
doctor to another is important.  If the seller were a female and the buyer a 
male, you may find that the sellers’ patients prefer to go to a female dentist, 
which means that the percentage of patients staying with you will diminish. 

6. What affect will there be when you buy the patients, but fail to keep the key 
staff of the location?  Just buying the patients as opposed to buying and 
occupying the sellers practice means that you are losing a valuable asset in 
not keeping key staff form the seller’s office.  This alone may diminish the 
number of patients transferring to the buyers practice by 20-30%.  If you 
consider that the average patient comes in about once every two years, you 
need to consider that a number of patients will return to the old location only 
to find a new dentist and stay with them rather than move down the street 
three miles to your practice. 

7. Is there a better way of valuing and paying for the patients than a fixed 
amount due to an arbitrary valuation?  One of the better ways of paying the 
seller is a reduced price for the patients along with about 10% of the 
treatment spent in the new office over a fixed period of time (12-24 months).  
In this way you have the selling doctor doing all they can to get the patients 
to move to the new location and continue to frequent you and your office in 
order to maximize his sale price.  In other words, you both have a vested 
interest in this being a success when you both have something at risk. 

8. Is there a difference in the patient profile of the selling practice when 
compared to the buying practice, or the demographics of the area?  If there 
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is a difference in age, race of the general population or your existing practice 
and the sellers practice, you will find fewer patients wanting to transfer.   

9. Are there special services that the seller provides that the buyer is not 
trained to deliver?  Ortho, sedation, implants…?  Once patients come to 
expect a particular service, hours, or location, it is unlikely that they will 
settle for an office that comes up short.  The more you are alike in systems, 
hours, and services, the more likely it will be that you will keep more of the 
seller’s patients.   If you do find that the seller does 30% ortho but you do 
none, then consider breaking off the general practice by lowering the selling 
price to reflect the true value of the normal general service you would be 
offering. 

10. What is the type of practice you are buying compared with the practice you 
now own?  Similar to number 8, it is unlikely that if one practice is managed 
care and the other fee for service, that the buyer and seller’s patients would 
be a good fit, it is unlikely that you will inspire the seller’s patients if the 
strategy or type of practice you have is not identical or close the sellers 
practice. 

11. Do the numbers add up even if 50% 0f the patients do not come over to the 
new practice?  I wouldn’t even consider a transition unless you had 40-70 
new patients a month with at least a 50% direct referral rate.  If you fall short 
here, you will find that your inability to inspire your own patients will be 
magnified with the seller patients resulting in a dismal return on your 
investment.  Don’t look for an external solution to an internal problem. 

12. What will happen if and when someone else buys the equipment and lease 
hold improvements and sets up to compete with you just 3 miles down the 
road?  By buying only the patients, you can count on competition within a 
few months just down the street.  Can you handle one more doctor to 
compete with in order to keep the patients you purchased? 

Every possible scenario needs to be considered.  This is a huge investment 
fraught with countless challenges.  There should be a warning label on doing 
transitions like they have on TV shows with daring car races or stunts.  “Don’t try 
this at home.  All stunts were performed on a closed course by professional 
drivers.”  Take the time to understand the nuances of transitions, hire the right 
people to advise you, and become an expert in order to always get a predictable 
and successful result. 
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Chapter Twenty Two  

Post Script 
 

     I wanted to close with something a little personal.  I have had the 
opportunity to fall down in my journey more than most.  In fact, one definition of 
an expert is someone who has failed at a particular area more than anyone else.  
Below is a copy of Robert Hastings prose The Station. 

 
 

THE STATION 
 

TUCKED AWAY in our subconscious minds is an idyllic vision in which we 
see ourselves on a long journey that spans an entire continent. We're traveling by 
train and, from the windows, we drink in the passing scenes of cars on nearby 
highways, of children waving at crossings, of cattle grazing in distant pastures, of 
smoke pouring from power plants, of row upon row upon row of cotton and corn 
and wheat, of flatlands and valleys, of city skylines and village halls. 
 
    But uppermost in our conscious minds is our final destination--for at a certain 
hour and on a given day, our train will finally pull into the Station with bells 
ringing, flags waving, and bands playing. And once that day comes, so many 
wonderful dreams will come true. So restlessly, we pace the aisles and count the 
miles, peering ahead, waiting, waiting, waiting for the Station. 
 
    "Yes, when we reach the Station, that will be it!" we promise ourselves. "When 
we're eighteen. . . win that promotion. . . put the last kid through college. . . buy 
that 450SL  Mercedes-Benz. . . have a nest egg for retirement!"   From that day on 
we will all live happily ever after. 
 
    Sooner or later, however, we must realize there is no Station in this life, no one 
earthly place to arrive at once and for all. The journey is the joy. The Station is an 
illusion—it constantly out distances us. Yesterday's a memory; tomorrow's a 
dream. Yesterday belongs to a history; tomorrow belongs to God. Yesterday's a 
fading sunset, tomorrow's a faint sunrise. Only today is there light enough to love 
and live. 
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    So, gently close the door on yesterday and throw the key away. It isn't the 
burdens of today that drive men mad, but rather regret over yesterday and the 
fear of tomorrow. Regret and fear are twin thieves who would rob us of today. 
 
    "Relish the moment" is a good motto, especially when coupled with Psalm 
118:24, "This is the day which the Lord hath made; we will rejoice and be glad in 
it." 
 
     So stop pacing the aisles and counting the miles. Instead, swim more rivers, 
climb more mountains, kiss more babies, count more stars. Laugh more and cry 
less. Go barefoot oftener.  Eat more ice cream. Ride more merry-go-rounds. Watch 
more sunsets. Life must be lived as we go along. The Station will come soon 
enough. 

Robert Hastings 

 

 
 Words of wisdom:  Life is all about the journey, not the destination.  If you 
cannot find a way to enjoy the trip you will have wasted your life.  Don’t get stuck 
in the “I’ll do this when” excuse mode many of us live.  It will never be the perfect 
time to do anything.  There will never be enough information for you to digest in 
order to not make a mistake.  The mistake is not going for it.  Now is the time to 
embark on the changes and actions described in this book.  Excuses and 
procrastination accomplish nothing but holding you captive.  If you are reading 
this, you are ready to do it.    

  For those of you that “live to work” rather than “work to live”, I have one 
other quote from A Day at a Time by Zondervan, 1974: Called Destination 
Sickness. 

----the syndrome of the man who has arrived and discovered he is nowhere.  
He has achieved his goals and finds they are not what he had anticipated.  He 
suffers the disillusionment of promises that petered out----the payoff with the 
kickback!  He has all the things money can buy and finds decreasing satisfaction in 
all he has.  He is satiated and unsatisfied.  He’s got a pot full of nothing.  He’s in 
the land of ulcers and cardiacs, alcoholism, divorce and suicide!  He suffers from 
the “neurosis of emptiness.”  He’s the man who has become a whale of a success 
downtown and a pathetic failure at home.  He’s a big shot with the boys in the 
office and a big phony with the boys at home.  He’s a status symbol in society and 
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fake with the family  “Destination sickness”----the illness peculiar to a culture that 
is affluent and Godless. 

 One more bit of advice.  Especially for those of you who have “successfully 
ended four marriages” and feel this is a great wealth building strategy.  Every 
person will choose to cheat.  You will either cheat your health, family, or work.  
One question you should ask your spouse is: “What do I need to do to be the 
husband/wife that you once thought I would be?”  Take the answer and change 
your life.  

 

Mike Abernathy, DDS 
972-523-4660 cell 
abernathy2004@yahoo.com 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 

 


