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On behalf of Vision Expo, we sincerely
thank you for being with us this year.

A Tale of Three
Practices

and how different buyers would value them

Vision Expo Has Gone Green!

We 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.

Nathan Hayes

Natalie Schmook, MBA, CFP®, CVA™, CEPA
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THE PRESENTERS HAVE NOT BEEN PAID OR RECEIVED Learni ng ObJeCtWeS
COMPENSATION BY PRODUCT OR SERVICE TO PROVIDE
ANY INFORMATION CONTAINED HEREIN.

1.Understand the “basic theory” of

’ [r— practice valuation

¢ —_— 2.Know the landmines to look for when

v f— evaluating a practice for purchase
. ’ -_— 3.Have a checklist for preparing a

practice for sale

Practice #1 Practice #2

Small, solo doc practice - Single owner practice

- 2-3staff members Medium, multi-doctor practice

Open 3-4 days per week Open 6-9 doctor days per week

- <$500,000 collected revenues - >$1,500,000 collected revenues

- Older technology Some specialized patient care
E Small patient base Spouse is office manager




Practice #3

- Large, multi-doctor practice
- Open 15+ doctor days per week

- >$3,000,000 collected revenues
E - Multi-specialty patient care

What is a practice worth?

Common Valuation
Methodologies

1. Benefit Stream Model
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Practice Valuation Theory

What is a practice worth?
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Common Valuation
Methodologies

1. Benefit Stream Model

2. Discounted Cash Flows
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Common Valuation
Methodologies

1. Benefit Stream Model
2. Discounted Cash Flows
3. Market Transaction Method
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Common Valuation
Methodologies

. Benefit Stream Model

. Discounted Cash Flows

. Market Transaction Method
. Asset Approach

. Debt Service Model

[ B N O
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Owner Benefit (EBITDA)

Owner W2 Income
+ Family Salaries
+ Net Income of Practice

- Depreciation & Amortization

=EBITDA
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Common Valuation
Methodologies

. Benefit Stream Model
. Discounted Cash Flows
. Market Transaction Method

N

. Asset Approach

14

Benefit Stream Model

1. Calculate owner benefit

2. Make appropriate adjustments

3. Apply a multiplier
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Adjustments to EBITDA

Replacement wage for owner patient care
Adjustments to rent
EMR fees if paper charts
Cell phone charges
Travel &Entertainment
Fair market wages for staff
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Adjustments to EBITDA Applying a multiplier

3 - 5x Adjusted EBITDA for private practices

Replacement wage for owner patient care Staff reduction
Adjustments to rent Lab fees
EMR fees if paper charts Specialty services .
. 5 - 7x Adjusted EBITDA for corporate buyers
Cell phone charges Virtual help
Travel & Entertainment Additional doctor capacity

Fair market wages for staff
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Discounted Cash Flows Market Transaction Method

veart Yesr2 vears Yesrd Years  Caplaized income
esiron e smews s smsis soen
Increase in Working Captal s12975 sison s1672 sis0m s19s1 Collected revenues
incipe Payments s4303 s76250 304570 sso.9 6513
Pre-tax Cash Flow sson T Gmae | Smoam | Suess | sma Sz .

X multiple
Captazation Rate 02500
Capialzed Future Earings sesm .

= Value of practice
Discount e osms oatrs ot o o oassr P!
Present Value ST sweon | sissse | siid | si9s67 e
Present Value inPerpetity sa06722
Present Value ofthe e 5)years s509100
FAIR MARKET VALUE s
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Case Studies

Debt Service Model

Owner Benefit

= Is this worth the risk and expected

benefit? E @i
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Practice #1- small solo doc Practice #1- % of revenues
[ Keyraas |
3 days of patient care / week
25 26
Practice #1- % of revenues Practice #1- adjusted EBITDA

27 28

Practice #1- adjusted EBITDA Practice #1- debt service model

29 30



Practice #1- debt service model

Enter Values Loan Summary
e Sk parran =
- e n - w

som
S1L0815
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Practice #1- small solo doc

3 days of patient care / week
2 staff members
Booked out <5 weeks
Older equipment
Last refresh 2003

33

Practice #2- medium multi-doc

8 days of patient care / week
Owner wants to retire
2locations | owner owned | rent over FMV
Larger patient base

Rural-ish locations
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Practice #1- debt service model

v -

Remaining Owner Benefit $a5,007

32

Practice #1

SALES | EBITDA| DEBT
$210K | $245K $45K

CRIOREC)
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Practice #2- % of revenues

Collected Revenes $915,000 518,101 $1020000  $1,030,000
$561,000 $566,500
$663,000 $669,500

5686250 388,603 $765,000 $772,500
$594,750 $285,005 $561,000 $566,500

36
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Ouner’s production 5515000
NetIncome $6150

Ouner pay s57.800
Replacemen Care s%) s82400
Addback Owner Expenses $76560
Addback xcess Rent s31500
Addback Depreciation/Amortization s30800
Addback Iterest Expense s9146

Adjusted EBITDA s129,556
xtimes EBITOA ss18220

Practice #2- adjusted EBITDA
I o | on ]
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Practice #2- adjusted EBITDA

Owner' Production
Net ncome

Owner Pay

Replacement Care (65%)
Addback Owner Expenses

Addback Excess Rent

Addsack Depreciation/Amrtization
Addsack Intrest Expense

Adjusted EBITOA

x times EBITDA

P
$9,146 Ax times EBITDA $738,224
$518,224

Practice #2- debt service model

Enter Values

Loan Summary

Anaual Paymant

Practice #2- debt service model

83,931

Loan amunt se000000
[r—— Goom
Loan psviod i years 1w
Nambar of payents par u
Start ot of aws/a0zs

Schaduled paymant

Scheduled rumber of payments

Actusl nuries of payments

Toralsart pipmsets

Toeal meecest

Tomazn
w

u

o
53062840
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Purchase Price of $630,000

Consideration Amount
Owner Beneit (Adjusted EBITDA) s183556
Note Payment sa3931
Remaining Owner Benefit $99,625
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Practice #2

SALES

EBITDA

DEBT

$566K

$630K

$100K

©

©

©

Practice #3- large practice

41

3 full time, 1 part time doctor
Owner s part time
1location; 7 lanes

Husband is office manager

Kids are on payroll

42



Practice #3- % of revenues

Collected Revenues
Low End Range
Widdie Range
Upper Range

Estimated Value

$3100000  $3,450,000
S%  SLIS00 51897500
% s20100 52202500
7% s2325000 52587500

7% $1705000  $1.897,500
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Practice #3- debt service model

Enter Values

[ p——
Loan period i years
Nusias of paenacts e yout

Seaet date of loan

Loan Summary

PR —

Annual Payment  $319,73%

ekl b of payments

Actual uamber of paymars

Total sty paymerts

Toral imerest

45

Practice #3

SALES

EBITDA

DEBT

$1.9m

$2.4m

$163K

©

©

©
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Practice #3- adjusted EBITDA
T

Ouner's production
NetIncome

Ouner pay

Replacement Care 16%)
Addback Famiy Income

Subtract Office Manager Replacement
Addback Owner Expenses

Addback Deprecition/amortization
Addback Interest Expense

Adjusted E8ITDA

axtimes EBITOA

5860000
sa0415
$105,400
137,600
s44500
555,000
sa9855
$63,000
s11.460
sas2030

$2,410170

Practice #3- debt service model

Consideration
Owner Beneit (Adjusted EBITDA)
Note Payment

Remaining Owner Benefit

Amount
$482,000
$320000

$162,000

46

Due Diligence

P&L and Balance Sheet (3 Years)

Tax Returns (3 Years)

Lease Agreement (rate, months)
Employee Demographics (role, tenure)

Exam Counts (3 Years)

FF&E (age, value)

Inventory (frames, contact lenses)
Fee Schedule

Job Descriptions, SOPs

Special Arrangements

48
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On behalf of Vision Expo, we sincerely
thank you for being with us this year.

Thank you.

Vision Expo Has Gone Green!

We 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.
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