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Wealth Creation: The Mystical, the Logical and a 

Plan that Works  

 

I'm going to talk about wealth creation, the mystical, the logical, and then 

I'm going to talk about a plan.  

The Mystical 
The mystical. This is stuff I can't explain, but have just observed it over and over 

again.  

Money is inexplicably attracted to certain things. I don't know why. It doesn't 

seem to have any conscience.  

Money Flows to Celebrity  
It just seems to flow where it flows, so one of the 

ways it flows is to celebrity.  

Money flows with celebrity. How do I know that?  

Kim Kardashian – worth $64 million.  

It makes no sense whatsoever, but it's true. Paris 

Hilton before her. You can name a bunch of them. 

They were celebrities for being celebrities. 

Now, people want to be a celebrity. Fame is more 

important to a lot of people than anything else.  

Using the Power of Celebrity  
So how do you use this principle of celebrity in your practice?  

Number 1. Champion a cause or a charity. Pick one, become the person in your 

area that's known for it.  

Dr. Steve Johnson, who has multiple practices in the Santa Barbara, California 

area, is Mr. Juvenile Diabetes. He's the guy. He's the one that is the spoke sman.  

Fame is more important 

to a lot of people than 

anything else. 
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When there's a diabetes-related story in the national media, he's the one in the 

local media that's commenting on it. He's the one that runs all the fundraisers. 

He's the one that hands the trophy at the Juvenile Diabetes walk, or run, or race, 

or whatever they have. He works hard at it, and he's the celebrity.  

This one is pretty easy to do. A charity is easy.  

A cause, caution, because causes, you're going to alienate some people, and you're 

going to be attractive to some people, so be cautious with a cause.  

Publicly challenge a wrong is another way. For instance, public challenges to 

things that are wrong, talking about fluoridation in the drinking supply. If there's 

people talking against it, you're the guy who is talking for it. That would be an 

example of that.  

The next one is pick a fight with somebody more 

famous than you are. That's the fastest, easiest 

way to get celebrity.  

Bill Dickerson, amazingly smart man. What'd he 

do? Who was the head guy that was the dental 

reconstructive guru? Pete Dawson. What does Bill 

Dickerson do? He picks the biggest, ugliest fight, 

they throw mud at each other for years. Bill 

Dickerson was not known at all, and look what 

happened.  

Picking a public fight. You have to pick your enemy carefully, so pick ... In the 

case of Dickerson, he picked a fight with someone who was really quite popular, 

and well thought of. That's risky. It's easier to pick a fight with someone who is 

maybe not so well thought of.  

But money moves to celebrity. How I use this in my practices is, I was on boards 

of everything. There was probably 10 guys in my town that went through the 

whole process of being on boards, becoming the officers, and all that kind of stuff. 

Find a way to become a 

celebrity. 
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That was how I did it, and so I go to Sioux City today, and every place I go, I see 

somebody I know. That's how I did it.  

Find a way to become a celebrity. Small towns, easy. Piece of cake. Midway, Utah. 

Piece of cake. Bethesda, not so easy. It's tougher, depending on where you are.  

Money is Attracted to Confidence  
Money is unexplainably attracted to confidence. Name someone who doesn't have 

a lot of outward confidence that money seems to flow to. It just doesn't happen.  

Muhammad Ali was raised here in Louisville. He was authentic. Before he won the 

Olympics, he's going around, and telling everybody, "I'm the greatest in the world. 

I'm gonna win a gold medal." He wins the gold medal, and now he's a pro, and he's 

telling all these guys who were bigger than him, stronger than him, faster than 

him, "I'm gonna be the champion of the world.”  

Just crazy stuff. Incredible confidence. An incredible story.  

That's confidence. It's under our control. 

Money Is Attracted to Speed  
What's another thing that money is unexplainably attracted to? Speed.  

Let me tell you the story of Dr. A and Dr. B. Dr. A is in the room. Dr. B is not here. 

Dr. B, I’ve known for 10 years. His office is too small. He can't get patients in in a 

timely manner, and he's been planning an expansion for 10 years.  

Dr. A, I see him at a meeting, I say, "Do this, this, and this." I see him at a meeting 

three months later, thinking he might have a plan, or might be thinking about 

doing it. It's done.  

So the difference, over time, in their wealth... One's younger than the other one. 

The younger one's caught up and passed the older one, because of speed.  

One of the ways where I see people tripped up on speed,  

is they don't make decisions. 
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They have decisions that are out there, that they're thinking about, and thinking 

about, and thinking about.  

Here's the rule. Make a deadline for your decisions.  

“I have this I'm thinking about doing. I am going to make a decision, yay or nay, 

by this date,” and stick to it.  

Otherwise, you can be thinking about it, and thinking about it, and thinking 

about it, and it never happens.  

I see fewer people have trouble with the execution than I do with the making of a 

decision. Once the decision is made, I see people move forward with it. More often, 

the problem is, they are not making a decision, they're just thinking about it, 

thinking about it, thinking about it, thinking about it.  

Leveraging O.P.  
Money is unexplainably attracted to people who leverage OP. That's other 

people ’s… 

Other people’s effort. Steve Johnson has had an impact on juvenile diabetes 

because he found a way to tap into other people's effort. He does organizing, he 

does some leading, he does some inspiration, but he's now got a whole army of 

people that are doing the work.  

I got to meet Richard Branson, and in the process of meeting him, it came up 

about a grocery store. He has never been in a grocery store in his entire life. He 

doesn't really know what they are. Isn't that wild?  

So talk about somebody who has leveraged other people's effort. What is he an 

expert at? What does he know? He's in the music business; he's in the airline 

business, he's in the cell phone business. Is he a music expert? No. Is he an 

airline expert? 

Do you know, the airline had sold tickets to fly on Monday and on the Thursday 

before, they still didn't have any planes? Read his book. It's absolutely fantastic. 

He doesn't know anything, but he knew a lot of people who knew stuff.  
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Other people's network. I try to help people, everybody I come in contact with.  

If I know somebody who I think they ought to know, I try to connect them, to 

improve their network. I do that because it improves my network, because I can 

borrow other people's networks.  

I'm just a dentist. I just practiced in this little town 

in Iowa all these years, but now, my network 

includes so many people, it's hard to fathom. If I 

need to talk to an investment banker, a private 

equity person, those are all in my network now.  

It's really quite amazing if you just work on this, 

and the best way to work on it is to connect people 

with people, so help people. It's not about going 

out and trying to meet people. It's about trying to 

connect people.  

The way you leverage other people's networks is to help them build their network, 

and it becomes your network.  

Other people's money. There has never been a better time to leverage other 

people's money than right now. Interest rates. Think about it. It's just stunning 

how low they are. It's incredibly low. 

I look at some of the best assets that I have, and they're my low-interest loans.  

When I got out of school, interest rates were running 17%. Now I can borrow 

money at 3%, so that 14% difference is real money. There's never been a better 

time to do this.  

Other people's time, leveraging other people's knowledge, leveraging other 

people's talent. Part of leveraging other people's talent is realizing what your own 

is.  

There's a book called Unique Ability by Catherine Nomura, and it describes a 

process in defining what your own talent is.  

I try to connect other 

people to improve their 

networks because it 

improves my network. 
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It's quite an expensive book, and it's going to take you roughly eight to 12 weeks 

to get through all the stuff you need to do, but it's worthwhile. 

Most of us have something that we're particularly good at, but we don't 

necessarily take the time to define what it is, and then to figure out how to spend 

more of our time doing that.  

I got the book, I did the exercises, and one of the 

exercises is to ask 10 people to weigh in on what 

they think your unique ability is.  

I think I sent the letter to 18 people, and I got 12 

responses. They write a little paragraph about you. 

11 of the 12 had one word that was the same, and 

I thought that was amazing. That's got to be it. If 

all of these people... friends, family, people I had 

worked with… The one word was "learner."  

I knew, that's it. That's my unique ability. I'm a 

really good learner, and I take concepts that I learn, and I make them easy for 

people to understand, and I teach them so that they can be more effective in their 

lives. That's my unique ability.  

I realized that, and now I'm a dentist. That was like, "Wow, that's kind of 

interesting. My unique ability has really nothing to do with my profession."  

At the time, I thought that way. Now I see that it has everything to do with my 

profession, but at the time, it was confusing to me.   

How Money is Repelled  
I've seen this play out over and over again, in our profession, and in other people I 

know in other professions. I don't know why this happens, but I know it's true.  

People with money issues. I know people who feel guilty that they do well. I 

know people who try to hide how well they do, because they're ashamed of it ; that 

they got this message sometime in their life that having wealth was evil, that 

having wealth was bad, that people who have wealth stole it from other people.  

Most of us have 

something that we're 

particularly good at, but 

we don't necessarily 

take the time to define 

what it is. 
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Those kind of messages rattle around in some people's brains, and what happens 

is, they may get money, but they get rid of it. They lose it, they do stupid things.  

Some people feel they are not worthy of it. 

People who have money, but they are frightened of losing it. I have a friend 

who had a very wealthy family, and his parents were becoming elderly, and he was 

afraid that the money was going to be lost.  

He talked his parents into allowing him to manage their money, because he was 

so afraid they were going to lose it. This was in the late 1990s, so guess what he 

did with the money? Day trader.  

The internet bubble crashed, he lost all the money. Ouch. Tragic.  

People who grip onto it too tight. We all know somebody with a lot of money, 

who in every deal, tries to get the better end of it. That tends to not work out long-

term.  

People who are more interested in money than other people, relationship, 

and their reputation. The harder they squeeze, the more it just squeezes right 

out. The harder they hold onto it, it squeezes away.  

The Logical 
Wages vs Profits  
In the logical, the first thing is the wealthy know the difference between wages 

and profits.  

When you ask your accountant for financial statements, you get one that's called 

an income statement, or a P&L, Profit and Loss.  

It shows you income, so that's how much money you collected, and then it has 

expenses by category. You take all the expenses, subtract that number from your 

total income and that's your profit. 

Typically, in dentistry, they list the owner's income all as profit. A businessman 

doesn't think about it that way.  
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A businessman thinks, "That's not all profit, because you were working." On the 

salary line, you have to pay yourself as a provider.  

A fast, easy way to do that is 25% of your 

collections. That's what you get paid to be a 

provider. Pay yourself as a provider, then the 

remainder is the profit of the business.  

Because if a businessman came and bought your 

practice, they're going to have to hire someone to 

do the dentistry. 

How it's usually set up on P&Ls, the profit isn't really the profit. The profit's the 

profit plus your wages.  

So separate the wages from the profits. The wealthy understand the difference 

between the two.  

That's the difference, now which is better? Profits. The wealthy understand that 

profits are better than wages.  

The wealthy in dentistry begin by maximizing their wages. Once they have 

maximized their wages, they begin building more and more profits. In my practice, 

how that happened, I became a very high producer.  

For me to become a higher producer, I had to hire other people to do 

stuff that I no longer had the time to do. 

In hiring other people, they were making money, too.  

 The money that was left over after paying the associates, what was that? 

Profits.  

 The money that was left over after paying the hygienist. What was that? 

Profits.  

Once I got my production maximized, all these other things added not to my 

wages, but to my profits. They were well-paid, so the profits come from the 

ownership of the business.  

The wealthy understand 

that profits are better 

than wages. 
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The ownership of the business comes from investment. I was the one that was 

investing everything.  

I was the one that built the building. I was the one that bought all of the 

equipment, all the supplies. I was the one that was paying for the education of all 

these people. I was the one paying for all that. That was my investment. It was a 

lot of hard work but I was happy to do it.  

They got a good deal, too, and they’ll tell you that. But I got the profits, because I 

was willing to do all that.  

Knowing the End Game 
The wealthy know what their end game is. The end game is, you are building 

up equity in your practice.  

That equity is fine there, but it's not very liquid, and at some point, you're going to 

want to take that equity out. How are you going to get that equity out of your 

business? So let's talk about the different ways of 

doing this. 

I think it's an absolutely critical thing that practice 

owners need to know, so here's a common thing 

that happens in dentistry.  

People reach their late fifties, and they begin to 

think, "I don't want to invest in my practice 

anymore, because I'm going to retire pretty soon."  

They don't upgrade their practices, so now, selling a big practice  is kind of tough, 

because none of the young doctors have the money to buy it and the banks won't 

loan.  

I actually saw a very interesting lecture last week by a banker, laying out their 

standards for lending, and it's tough for young doctors to get a loan.  

It's really quite tough, so the low interest rates you’d think would help us to sell 

our practices, but the lending standards have gotten so tough that it's hard to sell 

a practice.  

The end game is, you are 

building up equity in 

your practice. 
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I see practice owners, they let their practice degrade, and degrade, and degrade, 

and now there's not very many buyers, so who was going in and buying those? 

Institutional investors.  

Valuing a Practice 
This is what I do. I look at a practice, and practices are valued on three ways.  

One way is what's called a discounted cash flow analysis, so you're taking the 

future cash flows, and you're creating a current value for those. So the earnings of 

the practice and the path that the practice has 

taken, that's used to project out what the earnings 

are going to be.  

If I see a practice that's dipping as someone is 

slowing down, how do I project the cash flows to 

go? Down. 

Another way that practices are valued are 

multiple of earnings, so you take the profit and 

you multiply it by some number, 3, 3.5, maybe 4, 

and that's where you start.  

From that number, though, we discount to bring 

the practice up to a standard. If you don't invest, and your practice gets behind in 

appearance or technology, you're still going to pay for it.  

You're going to pay for it in a discount to what your practice would've been done if 

you didn't do it. You don't get away from paying for it.  

I'll tell practices, "Here's the methodology. Here's how we value your practice, and 

here's the discount that it's going to take to bring it up to our standard."  

They'll look at it, and they'll look at it, and they'll look at it, and you can tell 

they're getting mad.  

Here's what they say. "You mean, I have to pay for all of that stuff that you're 

going to use?" Yup.  

The earnings of the 

practice and the path it 

has taken are used to 

project what the 

earnings are going to be. 
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Their next thought is, "If I had just done that myself, I could've been using it all 

these years." 

Audience: What do you find the number three top things that they aren't putting in 

their practice that you want to add to it? 

Most of them have computers. The penetration of computers in practices is 

probably about 80%, 85%. Digital x-rays, probably 70%, so that's one that we run 

into. We still see a lot of Denoptix, the little phosphorus plates. That's still fairly 

common in older practices. They don't have digital sensors, don't have a digital 

Pan. Double monitors in rooms, fairly frequently missing.  

Just the general appearance of an office. Dental chairs don't look old unless the 

cover's bad, so you can recover them. Dental chairs generally could be fairly old, 

and still not look that bad, but if you have one that's beyond where they make 

parts, you've got a problem, because anything goes wrong with that chair, you're 

buying a new chair. How much value does that chair have? Very little.  

It's one of the advantages that A-dec has in our marketplace, is A-dec guarantees 

that they will make parts for 20 years. None of the rest will say longer than five. So 

you can have a six-year-old chair and you can't get parts for it.  

Audience Question: Do you add up all these little things and work out a discount for 

all of it? 

It’s more than that. In the practices in Omaha, we upgraded their digital 

radiography. It was about $160,000 for 10 practices. They had some good stuff, 

but we had to add a whole bunch more. 

Audience: Do you premium some things, like location? 

Definitely. If it's not a good location, we're not interested. 

Audience: Some of the stuff that you're talking about, even though the practice 

you're purchasing may not have it, when you implement that in, it's going to 

increase the value of the practice right away, to you, and it's going to increase your 

revenue. 
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To me, it wouldn't be a big discount. You could upgrade a practice, and once again, 

it makes you more profitable almost immediately. 

I'm not going to pay the previous owner for what I do.  

I'll pay the previous owner for what they've done, 

but if I'm going to put all that stuff in, train the 

staff, get the patients, then that's an improvement 

that I made, not they made, so they don't get paid 

for that.  

Audience: What you're basically telling us is don't 

stop investing, continue to invest in our practice. 

Exactly. Keep your practice up to standard.  

You're going to pay for it anyway. You might as 

well use it and enjoy it.  

Exit Strategy 
The components of wealth are cash, stocks and bonds, real estate and other 

assets like practices.  

The practice is illiquid, and when you come to retirement age or older, you want 

your assets to be more liquid, so you're going to try to move it into cash or stocks 

and bonds.  

So how do you do that?  

One of the questions I have is, engagement. I speak to a lot of doctors that want to 

sell their practices.  

Some of them, are just done with dentistry. They don't want to do it anymore, and 

they just want out.  

They just say, “Cash me out.”  

The practice is illiquid, 

and when you come to 

retirement age, you 

want your assets to be 

more liquid. 
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Some of them are still pretty engaged, so if you still have some engagement left, 

there's great ways that you can maximize the value of your asset, so that's what 

we're going to talk about here. 

There's six models: 

 Burnout  

 Buy-out 

 Retire in practice 

 Buy-in / buy-out 

 Associate-driven 

 Legacy 

Burnout 
The burnout is you let the practice go down, you let it go down, you let it go down, 

you let it go down. Now it's not worth anything, and you just walk away. It's 

abandonment. I looked at a practice that was this, a couple of days ago, and it 

had just been neglected so badly.  

The profits were so low, everything was so old. It 

just wasn't anything to buy, and so he's going to 

have no choice but to end up abandoning it.  

Unfortunately, this particular guy thought his 

practice was very valuable, because it made him a 

lot of money at one time, and so he thought it was 

valuable.  

It's very sad, when you have to have that 

conversation with people who just weren't in the 

know.  

That's why figuring out your endgame early is important. 

With an abandonment, you've got the pros and cons.  

The pro is, quick exit. "I'm done. I'm closing the doors."  

If you still have some 

engagement left, there's 

great ways that you can 

maximize the value of 

your asset. 
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This is how I got my first practice. The guy was done with dentistry. He told the 

team he was going to close on Friday. Friday, he calls them and he says, "Where 

are you guys?" They said, "You said we'd be closed on Friday." "No, we're not going 

to be closed on Friday. We're working Friday, and then I'm closing."  

He just walked away. Never opened the office again. He had just taken out a big 

loan with the bank. It was a mess.  

The cons with this, you get no wealth from the practice. What about the future for 

the patients, and isn't that what we're here for? There's no future there.  

Usually, they say you can pick up your charts or whatever, and there's no future 

for the team.  

It's quick, and it's painless, and you don't have to face up with the fact that you 

probably didn't manage the end well.  

Buy-out 
Second one is the buy-out. The buy-out is a sequenced exit, usually. The typical 

way is a young dentist coming in, working with you for a little bit, buying a 

portion of the practice, and then when you come to the end of your career, they 

buy the rest of the practice.  

We do have a practice asset transfer to cash, 

because they pay you cash to buy it. There's a 

future for the patients, there's a future for the 

team.  

Cons, it's a sequenced exit, and if you're out of 

engagement, if you just can't drag your butt to the 

office anymore, this isn't such a good thing.  

There's no annuity income from this.  

A sequenced exit can be sell to a company like 

Heartland. So Heartland's going to demand that you stay for three years.  

You're going to be an 

owner one day, you're 

going to be an employee 

the next. 
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You're going to be an owner one day, you're going to be an employee the next, and 

you're going to have a three-year time period where you have to be there. Over 

that three-year time period, your money gets given to you in stages. You can't 

disappear. It's only fair.  

You have to keep that profitability up. You can't cruise.  

Retire in Practice 
The next model is retire in practice. Retire in practice looks like this. You work 

less. You get an associate in. The associate does work, you work less, and less, 

and less.  

The pros of this is, it reduces the workload, and if your engagement is declining, 

you can continue on for a while with this model. You maintain some income 

stream.  

Future for the team, question mark. A little bit. Future for the patients, question 

mark. 

What I've seen with this, and there's a lot of people that talk about this, that teach 

this as the way to go.  

But what I've seen is that the owner ends up being the owner, but having 

absolutely no influence or control on what's happening in the practice, because 

they lose a connection with the patient base as they work less and less. They lose 

connection with the team because they're there less and less.  

Who ultimately has the influence, with how a practice is going? It's the 

relationship with the patients, and the person who is backing out and slowing 

down has less relationship with the patients. The other players have more . 

I've seen this be a disaster, where the associate, just goes outside of his non-

compete – which is three miles, or five miles down the road, or seven, depending 

on where you are – and they just open a new practice.  

The patients go to the dentist that they have a relationship with.  
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I have seen the retire in practice model where you end up with a doctor that has 

no engagement, that's got nothing left in the tank, and all of his patients and all of 

his team just moved outside the non-compete radius. What's the asset worth now? 

Zero. 

There's two relatively well-known dental consultants that say this is the way to go. 

I'm telling you. I've not seen it go well. It's a very risky, risky strategy. 

Buy-in / Buy-out 
The next one is buy-in / buy-out. Actually, I was describing the buy-in, buy-out 

when I described the buy-out. The buy-out is, "This is Heartland." They just come 

in. They buy you. You have to stay for three years. That's the sequenced exit, and 

once the transaction is complete, that's it.  

The buy-in, buy-out is, you have the dentists that are working there buy in 

partially with an agreement that they will buy you out when the time comes.  

You have certain triggers for what the buy-out is. The buy-out is usually when 

you're working less than X number of hours. As your engagement declines, at 

some point it triggers a buy-out. 

Then you can stay on as an employee, but the 

horses pulling the wagon get the best hay.  

This one, it does get the practice asset to cash. 

Future for patients, future for team, so those are 

good things.  

Cons is that, in the middle, it's a partnership. 

Partnerships are tough, and they're usually tough 

for one of two reasons. I see partnerships have 

difficulty for one of two reasons, and I might add a 

third now, because I just had one that's blowing 

up as we speak.  

One of them is, if there is a difference in risk tolerance. So one of the partners 

wants to invest and grow, the other one doesn't. That's one.  

One of the partners 

might want to invest and 

grow while the other 

one doesn't. 
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The second one is in work ethic. You have one that wants to work hard, and you 

have one that wants to coast. It doesn't work very well.  

Even if you figure out a way to have the formula so the one that's working hard 

makes more, there's just a personal resentment, and it just doesn't work well. The 

guy who's working harder said, "Well, if this other guy would work this hard, just 

think how much money we'd be making."  

The third one is teamwork. Some people do not play well with others. They're not 

going to follow a system. Everything's got to be done their way. They don't play 

well with others, so that one I'm just adding.  

The cons with this model, its formulas are tricky. There's an accounting firm that 

has set up hundreds of these across the country, and I can't say who they are, but 

they've set up hundreds of them, and they are a disaster.  

It sounded good when they all signed it, but then it ends up being difficult at the 

tail end, because one party ends up in a less advantageous position than the 

other. 

I've seen it four or five times in my circle, where the person that was 

disadvantaged was then sabotaging the practice, and you can't get them out. They 

can misbehave, they can do anything they want, and you can't get them out.  

The formulas are tricky with these, and eventually, there's no annuity income, but 

it's a nice way to transition a practice, and this can work very nicely.  

Associate Driven  
Next is the associate-driven growth. This one looks like you grow until you're 

busy, then you hire an associate. You continue to grow, and then you get another 

associate, and then another associate, and then another associate, and you just 

keep driving the thing up, and eventually, have to do one of the other models to 

get out of this.  

The benefit of this is, you have continued growth. You have a future for the 

patients, a future for the team. Good position to convert to a legacy model, which 

I'll talk about in a minute, or good position for a buy-out.  
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The cons of this is that banks are only going to lend you so much money, so 

there's going to be a point at which the banks are going to say, "No more."  

You're going to have all your personal assets pledged to this, so if it goes down, all 

of your personal money's going with it. Banks won't lend you money with any deal 

other than that.  

Next one. You must be able to recruit doctors, because what happens with 

associates? They come and they go.  

You take a group like Aspen, where their average associate length time is 18 

months or so, you’ve got to be good at finding doctors. You've got to be good at 

training doctors, and managing doctors, because you're going to be going through 

a bunch of them.  

It requires great systems, and accountability, and 

no practice asset to cash.  

The Aspen number is what I understand. 

Heartland's a little longer than that. Heartland 

does things a little bit differently, but certainly 

doctor retention is a major problem that they have.  

All of them, where there's no meaningful 

ownership, doctor retention is a real problem. 

Legacy 
The next one is the legacy. This is you allow your associate dentists to become 

owners. They become owners in the whole, not in a location, but in the whole.  

They become owners in the whole, so you take the money that they pay, and you 

use that money to fund growth. That money's not going into anybody's pocket.  

If it did, the value of your ownership would go down, but because you're investing 

it in something that's going to be a rising asset, your value, even though you have 

less percentage of shares, the value of those shares, and the value of the whole of 

what you have, goes up, and up, and up. 

Where there's no 

meaningful ownership, 

doctor retention is a real 

problem. 
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Audience: Do you have to have multiple locations for this, or can you still do it in 

one location? 

You could do it in one, and use the money to fund an expansion. You could use 

the money to do a remodel, refurbish, re-equip.  

Let's say you've got a practice that is collecting $3 million and the net profit, with 

the doctor's salary taken out, let's say it's making $600,000 a year. We're going to 

value this practice. Let's use a multiple of three, so it's worth $1.8 million.  

Let's say this doctor that owns this is producing, 

personally, a million of the three million. He's 

getting paid 25% of that, or $250,000. The rest is 

done by associates. 

The profit is $600,000 so he's getting $250,000 

plus the $600,000.  

This is the value of the practice, and I'm just going 

to pick an arbitrary number of a thousand shares.  

You wouldn’t want to share that if you didn’t have to. But the fact is, if you don't, 

you're going to have a rotating set of doctors, and then what happens to patient 

care with that? It goes down. You can't help that. Patient relationships, patient 

care, goes down.  

There's a thousand shares, so that means each share is worth $1800. 

So you say to your young doctors, let's say there's two associates here, and you 

say, "I'd like you to invest in the company, and I'll allow you to invest $50,000 

each." That allows each of them to buy 27.7 shares in the company.  

The company's now got $100,000 to invest, so they take that $100,000, they go to 

their bank, and they say, "I've got 100. I'd like 300 from you."  

They get $300,000 from the bank. Now they've got $400,000 to invest, and they go 

out and buy a practice that's worth $400,000. So now there's 1,055.4 shares out 

there. 

If you don’t share the 

profits, you’re going to 

have a rotating set of 

doctors. 
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Audience: You created shares. You didn't take off. 

Correct. 

Audience: There was no loss in equity of the original owner. 

You still have the same number of shares, but a lesser percentage of the total 

shares. You're diluted, but because the money was re -invested, now we have this 

$400,000 asset that's going to be appreciating, if you start a new one. It's going to 

be appreciating over time.  

Audience: Who works the new practice? Do you hire more people, or do you 

expect the other people that are working in the first practice to split time? 

Whichever. If I was doing this, I would want one of the  other investors to go to the 

new practice, and I would want a new doctor to come in with me, so that I could 

help mentor them, and get them up to speed, and then repeat. 

Audience: You make all the decisions. They don't get to make the decision. 

This ownership does not mean management control. You have a managing 

partner.  

You can't have three people making decisions. It doesn't work, so if you're the one 

person that's making the decisions, it's tough, 

because remember, you have really no control. 

The other doctors have got the relationship with 

the patients. They can go outside their non-

compete radius, set up, and where are those 

patients going to go? Most of them will go with 

them.  

So you can't exert harsh control. You've got to use 

influence. It requires great leadership to do this.  

It’s a little easier at Heartland, or a company like that, where they've got 100% 

ownership and 100% control, and they are going to tell you just how to do it. 

You can't exert harsh 

control. You've got to use 

influence. 
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Audience: In the second location, you get two associates there over time, so two to 

three years, now it's doing $200,000 a year? 

You paid $400,000 and it won't be long, and it'll be returning $400,000 every 

year. 

Audience: Those two were buying into the whole also. The difference is the shares 

are worth more money now. 

Correct. 

Audience: Part of the equation that I'm not clear on is, when they buy into the first 

practice and now they're buying shares, does their salary structure change from 

what they were as associates? 

No. They're paid as a producer, and they get whatever percentage of the profits, 

they get their percentage of those profits. 

Audience: What are they being paid? 30% of what they produce? 

25% of what they collect. You can put that number anywhere you like it, but if 

you're paying the associates 30%, the owner gets 30%, and then the profits are 

less, and that's when it starts to break down. Now, it becomes not such an 

attractive investment.  

It doesn't matter whether you bought in or not, you're paid as a provider. If you're 

an owner, you get your percentage of the profits by your percentage of ownership. 

Don't mix the two. It's simpler to keep it just straight.  

The Best Time 
So when is the best time to choose an endgame?  

For most people, the best time was a while ago.  

But the second best time is now.  
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For More Information on How  

The Team Training Institute  

Can Help You and Your Team  

Please Contact Our Office at  

1-877-732-2124 


