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Practice Purchase 101: 
Everything You Need 
To Know To Purchase 

Your First (Next) 
Practice

Mick Kling, OD
Ali Oromchian, JD, LLM
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Vision Expo Has Gone Green!

W e have eliminated all paper session evaluation forms.  Please be sure to complete your 
electronic session evaluations online when you login to request your CE Letter for each course 
you attended!  Your feedback is important to us as our Education Planning Committee considers 
content and speakers for future meetings to provide you with the best education possible.

On behalf of Vision Expo, we sincerely 
thank you for being with us this year.
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Mick Kling, OD
Practice Management and 
Transition Advisor
Vision Source
 

Ali Oromchian, JD, LLM
CEO
Dental and Medical Counsel
HR For Health
 

Meet Our Speakers
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The information provided in this presentation is intended for instructional and educational purposes only. It is not intended to 
provide accounting, financial, legal or investing advice specific to your situation. It is recommended that you seek counsel with a 
licensed accountant, tax attorney or other financial professional to address your unique needs.

       The views expressed here are solely opinions based on each individual presenter’s own research, knowledge, training and 
experience. They should not replace the advice of your own licensed legal, accounting or financial expert. No claims are made as to 
the accuracy of the information provided here, and it is recommended that it be used only as a guideline for further understanding 
your own situation.

 

 
Mick Kling, OD
Practice Management and 
Transition Advisor
Vision Source

Disclaimer and Disclosures
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Buyer /Seller 
Engagement

Exploratory 
Due 

Diligence

Crafting the 
Offer / LOI

Confirmatory 
Due 

Diligence
Pre-Closing Closing Post-Closing

7 Steps to a Practice Transition 
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Buyer/Seller 
Engagement

Buyer 
Performs 

Exploratory 
Due Diligence

Buyer 
Submits LOI

Buyer Pre-
Closing 

Preparation

Day of 
Closing

Post-Closing 
Transition

The “first date”

Financial 
Analysis

Seller signs 
LOI

Buyer 
performs 

Confirmatory 
Due Diligence

Buyer secures financing, lease 
assignment, credentialing, 

company formation, attorneys 
draft PA, etc. 

Deeper 
Financial Dive

Purchase 
Agreement 

(PA) Executed

Timeline of a Practice Transition
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Step 1: Buyer / Seller 
Engagement

Buyer  / Seller 
Engagement

Is Practice 
ownership 

right for me?

Identifying 
Your Why

Finding 
Practice 

Opportunities

Meeting with 
the Seller

Buyer /Seller 
Engagement

Exploratory 
Due 

Diligence
Crafting the 
Offer / LOI

Confirmatory 
Due 

Diligence
Pre-Closing Closing Post-Closing
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Is Practice 
Ownership Right 

For Me?

The biggest barrier to ownership is 
often a lack of knowledge and 

confidence.

“I don’t know what to do!”
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Rural vs. Urban Practice

Rural Practice Urban Practice

Practice Revenue $1,000,000 $1,000,000

Cost of Goods $280,000 $280,000

People Costs* $220,000 $280,000

Occupancy Costs* $60,000 $100,000

Other Operating Expenses $120,000 $120,000

OD Compensation*
(Fair Market Rate) $170,000 $150,000

Practice Profit $150,000 $70,000

*Assumptions: COGS same for both location types; lower staff wages and occupancy costs for a rural practice; higher OD compensation for a rural practice.
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• First time selling and don’t realize how 
difficult it is

• They don’t learn how much the 
business is worth until they’ve seen an 
offer 

• The don’t like the time commitment

• Uncertainty about life after the sale

• Concerned about their employees

• Loss of identity

Some Sellers Aren’t Serious About Selling
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4 Common Seller Types ● Highly Motivated Seller- will do (just 
about) anything to get a deal done

● Irrational Owner - thinks he knows 
what his practice is worth, is 
anchored that number, and is sticking 
to his price without compromise

● Chronic Negotiator - finds any reason 
to drag out the deal. They often 
don’t really want to sell. 

● Constant (Bad Faith) Negotiator - 
wants to change the terms of the 
deal based on new information or 
circumstances.

Highly Motivated

Irrational

Chronic Negotiator

Bad Faith 
Negotiator
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Exploratory 
Due Diligence

Gather Key 
Info

Visit the 
Practice

Perform 
Financial 
Analysis

Make an 
Offer

Step 2: The Exploratory Due 
Diligence Process

Buyer /Seller 
Engagement

Exploratory 
Due Diligence

Crafting the 
Offer / LOI

Confirmatory 
Due Diligence Pre-Closing Closing Post-Closing
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Exploratory Due Diligence Information

● General Practice Information
● Operational Information
● Insurance Information
● Employee Information
● Equipment and Practice Debt
● Facility Information (Lease vs 

Building Ownership)
● Retail Data
● Financial Data
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Visiting The Practice

External Appearance:

● Location - parking, visibility, ease of entry, 
security 

● Exterior Appearance
● Parking Lot location and size
● Ease of Parking
● Traffic into and out of the parking lot
● Busy intersections nearby?
● Office Signage
● What kinds of businesses surround the 

office?
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Visiting The Practice
Internal Appearance

● First Impression
● Office odors
● Entryway
● Size of optical
● Location of reception desk
● Frame inventory and displays
● Exam room layout
● Type of equipment
● Functionality of equipment 
● Patient flow and efficiency
● Ancillary testing space
● Room for growth/expansion

18
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The Financial Analysis

● P&L for the last 3 years
● Current Balance Sheet
● Tax returns for the last 3 years
● Bank statement last 3-6 months
● Aging report for any outstanding A/R’s 

(120 days or <)
● Create a practice Pro Forma

19

Creating A Practice Pro Forma

20

Creating A Practice Pro Forma

21
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Analyzing Key Performance Indicators (KPIs)

Revenue Per Exam ($) Total Revenue / Total Comprehensive Exams

Exam Capture Rate (%) Exams Performed / Exam Slots Available

Frame Capture Rate (%) Frames Sold / Total Comprehensive Exams

Lens Pairs Capture Rate (%) Lens Pairs Sold / Total Comprehensive Exams

Average Eyewear Sale ($) Optical Sales / Lens Pairs Sold

CL Material Sales ($) CL Sales / CL Exams Performed

Exams Per Doctor Hour Exams Performed / Total Doctor Hours

Revenue Per Doctor Hour Total Revenue / Total Doctor Hours

Key Metric Formula

22

� Loans must be retired at closing.

� Some leases may not be 
transferable.

� Assumed debt will reduce the 
purchase price.

� Pre-pay penalties may apply.

Dealing with Debt

23

Office Lease / 
Real Estate 
Considerations

24
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Additional Exploratory Due Diligence Considerations

● Professional and Retail Fee Schedule
● Assessing the competition
● Assessing the Practice Culture
● Insurance considerations
● Accounts Receivable Considerations
● Assessing the Reputation of the 

practice
● Doctor/Owner transition plans

25

Post-Exploratory Due Diligence Considerations

q Is this a good cultural and lifestyle fit for 
me? 

q Is the owner serious about selling? 

q Does this make financial sense? (Does the 
math work?)

q Is the landlord likely to cooperate?

q Am I comfortable with the risk?

q Am I ready to make an offer?

26

Step 3 (Part 1): 
Crafting Your 
Offer / Submitting 
the Letter of Intent 
(LOI)

Crafting Your Offer

Assembling 
Your Team

What is this 
practice worth?

What am I 
buying?

Valuation 
Considerations

Engaging the 
Lender

Buyer /Seller 
Engagement

Exploratory 
Due Diligence

Crafting the 
Offer / LOI

Confirmatory 
Due Diligence Pre-Closing Closing Post-Closing
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Assembling Your Team

Attorney

AccountantLender

Mentor/Consultant
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What is this practice worth?

Fair market value (FMV) is the price an asset would sell for (the 
practice) on the open market. 

     It is the price that would be agreed on between a willing buyer  
and a willing seller, with neither being required to act, and both 
having reasonable knowledge of the relevant facts.
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What Are You Buying?

• Equipment
• Furniture
• Fixtures
• Inventory
• Supplies

Stuff You 
Can Touch

• Past efforts
• Your reputation (“Goodwill”)
• Revenue stream
• Future profit
• Promise not to compete

Stuff You 
Can’t Touch

Target 
Practice

30
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*“The value of a non-competition agreement is represented by the present value of the cash flows that would 
be lost if the covenanter were to compete, adjusted for the effective probability that the covenanter would 
compete, and compete successfully.” Source: GBQ Consulting.com

Understanding Practice Value

Tangible 
Assets

• Fixed Assets (Equipment, 
Furniture, etc.)

• Tenant Improvements

• Inventory (Fair Market)

• Supplies

Intangible 
Assets

• Goodwill (1-3X Free Cash 
Flow)

• Patient Records ($5-10)

• Covenant Not To Compete*

PRACTICE
VALUE

31

Intangible Assets 
Systems and 

Protocols

Office 
culture/training

Patient loyalty

Location

Revenue 
stream and 
future profits

Willingness to 
cooperate

Promise not 
to compete

Goodwill. The “glue” to value.
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Transaction Types

Asset 
Purchase

Stock Sale
VS.

• Asset purchase buys both tangible and 
intangible assets.

• Stock sale acquires the company’s stock.

• Stock sale transfers liability to new owner.

• Most healthcare practices are sold as an asset 
sale.

• There are tax advantages to the Seller with a 
stock sale, and advantages to the Buyer in an 
asset purchase.

33
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Stock Sale vs. Asset Purchase

Stock Sale Advantage Disadvantage

Seller Decreased liability;
Tax advantages

May be some liability 
transferred

Buyer Assumes third party 
contracts; TIN established; 
Simplified process; Avoids 
recredentialling

Increased liability; Lost tax 
benefits

Asset Purchase Advantage Disadvantage

Seller Negotiating leverage? Reduced tax advantages

Buyer Decreased liability;
Choose which assets to 
purchase; Tax advantages

Must reapply for third party 
payors and TIN

34

Valuation Methods

% of 
Revenue

Summation of 
Assets

Capitalization 
of Earnings

Multiple of 
Practice 
Earnings

Multiple of 
EBITDA

Available 
Debt Service
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• Value based on what’s left to service 
the debt.

• This is what the banks care about.
• Practice size and control of 

expenses greatly affect what’s left to 
service debt.

• Every expense bucket has a HUGE 
impact on practice value.

• It’s all about cash flow. 

Valuation Method: Available Debt Service
Example:

Practice Revenue $800K 

Practice Net  $224K   (28%)
 
OD FM Comp  $140K  (17.5%)

Free Cash Flow  $84K

Available for 
Debt Service  $67K (P+I)

Amortization  10 years

Practice Loan  $560K

36



3/7/24

13

Day of Closing

Dr. Seller (or 
associates) provides 

eye care services and 
sells products. All 

revenue generated 
belongs to Dr. Seller 

through day of 
Closing.

Dr. Buyer (or 
associates) provides 

eye care services and 
sells products. All 

revenue generated 
belongs to Dr. Seller 
after day of Closing.

Revenue 
collected 
Post-Closing 
that belongs 
to Dr. Seller

Bills due (mostly 
vendors) Post-Closing 
that belong to Dr. Seller

Managing A/Rs 
Post-Closing
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Possible Solutions Advantages Disadvantages

Include A/Rs in Purchase Price Simple and easy for Seller. 
Transfers risk of collecting to Buyer.

Collectable A/Rs difficult to 
determine. May create a 
negotiation stumbling block with 
Buyer.

Buyer and Seller Track A/Rs and 
reconcile monthly

Clean and fair. Each party receives 
it’s share of revenue and expenses 
it deserves.

Requires detailed recordkeeping, 
tracking and trust between the 
parties. 

Buyer assumes both Receivables 
and Payables Post-Closing

Simple and easy to manage. 
Transfers risk of collecting to Buyer 
and avoids bookkeeping tasks.

If Receivables exceed Payables, 
Seller may be leaving cash on the 
table. 

Managing A/Rs Post-Closing
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A buyer should only pay what the cash flow will support. 
Anything more rewards the Seller for the Buyer’s future efforts, and 
potentially sets the Buyer up for failure.

The practice value must be based on past 
performance, not future potential.
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Step 3 (Part 2): 
Crafting Your 
Offer / 
Submitting 
the Letter of 
Intent (LOI)

Submitting 
the LOI

What is the 
LOI?

Elements 
of the LOI

Engaging 
the 

Attorney

Buyer /Seller 
Engagement

Exploratory 
Due 

Diligence
Crafting the 
Offer / LOI

Confirmatory 
Due 

Diligence
Pre-Closing Closing Post-Closing
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Step 4: The 
Confirmatory 
Due Diligence 
Process

Confirmatory 
Due Diligence

Legal
• Drafting the Purchase 

Agreement

Financial
• Finalize Funding

Finalize the 
Lease

Employment 
Agreement

PM/Operational 
Considerations

Create Purchasing 
Entity

Buyer /Seller 
Engagement

Exploratory 
Due 

Diligence
Crafting the 
Offer / LOI

Confirmatory 
Due 

Diligence
Pre-Closing Closing Post-Closing

41

3 types:

Financial Due Diligence
Legal Due Diligence
Practice Management 
Due Diligence

Due Diligence
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RESTRICTIVE 
COVENANTS

• Enforcement
• Associate Employment
• Sale & Acquisition
• Associate Buy-In

43

ALLOCATION OF 
PURCHASE PRICE

Tangible v. Intangible

CPA Role

Typical Percentages
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ACCOUNTS 
RECEIVABLE

Who collects it?

How long should it be collected 
for?

How do you pay for it?

45
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18 documents

Beware of spouse
Don’t Ignore HR
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CAM
Full Service/NNN
New lease or 
extension

The Lease
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Creating the Purchasing Entity

Sole 
Proprietor Partnership

Limited 
Liability 

Company 
(LLC)

Corporation
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Step 5: Pre-Closing
Pre-Closing

Insurance 
Credentialling

Financial

Employee/HR

IT/EHR/Software

Marketing

Business 
Licenses

Define Seller’s 
Role

Buyer /Seller 
Engagement

Exploratory 
Due 

Diligence
Crafting the 
Offer / LOI

Confirmatory 
Due 

Diligence
Pre-Closing Closing Post-Closing
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Step 6: The Closing The Closing

Executing 
Documents

Confirming the 
Inventory

Verifying A/Rs

Transferring 
Keys/Passwords

Dispersing 
Closing 

Payments

Buyer /Seller 
Engagement

Exploratory 
Due 

Diligence
Crafting the 
Offer / LOI

Confirmatory 
Due 

Diligence
Pre-Closing Closing Post-Closing
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Step 7: Post-Closing Post-Closing

Handoff Meeting

Training

Notify 
Patients/Vendors

Licenses/Permits
/Title Documents

Team Meeting

Buyer /Seller 
Engagement

Exploratory 
Due Diligence

Crafting the 
Offer / LOI

Confirmatory 
Due Diligence Pre-Closing Closing Post-Closing
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Thank You!

SOLD!

Mick Kling, OD

dr.kling@invisioncare.com
 

Ali Oromchian, JD, LLM

ao@dmcounsel.com
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