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Reopening dental practices during COVID-19
Once  COVID-19  was decl a red  a  worl dwi de  pandem i c i n  M arch ,  Canada ’s federa l ,  p rovi nci a l  and  te rri to ri a l  governm ents rap i d l y i m p l em ented  d rast i c
pub l i c hea l th  and  sa fe ty m easures a i m ed  a t  reduci ng  the  sp read  o f  the  d i sease .  T hese  m easures i nvo l ved  shu tdowns across nearl y eve ry secto r and
i ndustry;  den t i sts had  to  shu t te r the i r p ract i ces and  suspend  a l l  non -essen t i a l  se rvi ces.

Af te r som e success wi th  “f l a t ten i ng  the  cu rve ,” on  M ay 26 ,  2020 ,  the  On ta ri o  M i n i st ry o f  Hea l th  l i f ted  restri ct i ons to  a l l ow fo r the  g radua l  resum pt i on  o f
se l ect  hea l thca re  se rvi ces,  i ncl ud i ng  den ta l  se rvi ces.  T he  Roya l  Co l l ege  o f  Den ta l  Su rgeons o f  On ta ri o  re l eased  a  l i st  o f  48  recom m enda t i ons to  gu i de
i ts m em bers i n  sa fe l y re -open i ng  o f  the i r p ract i ces.  A num ber o f  these  m easures,  i ncl ud i ng  i n t roduci ng  a  vacancy pe ri od  be tween  pa t i en t  vi si ts,
st ri ngen t  d i si n fect i ons,  and  a l l owi ng  fo r substan t i a l  physi ca l  space  be tween  a l l  pa t i en ts,  wi l l  u l t i m a te l y d rast i ca l l y reduce  pa t i en t  f l ow. Coup l ed  wi th
the  costs o f  the  recom m ended  re tro f i ts,  such  as f l oo r-to -ce i l i ng  d i vi de rs and  HVAC m od i f i ca t i ons,  the  p ro f i tab i l i ty o f  m any den ta l  cl i n i cs m ovi ng  fo rward
m ay be  i m pacted .

Den t i sts faci ng  p ro f i tab i l i ty and  cash  f l ow i ssues can  consi de r the  fo l l owi ng  op t i ons i n  o rde r to  a l l evi a te  f i nanci a l  d i st ress:

M anage  worki ng  cap i ta l  by acce l e ra t i ng  con tro l l ab l e  accoun ts rece i vab l es and  de l ayi ng  accoun ts payab l e ;

Recover i ncreased  opera t i ng  costs by i ncreasi ng  fees;

Cu t  new spend i ng  by de fe rri ng  upgrades to  cl i n i cs and  i m posi ng  h i ri ng  f reezes;

Cu t  opera t i ona l  spend i ng  by f reezi ng  m arke t i ng  o r non-essen t i a l  expend i tu res and  consi de r l ayo ffs o r sa l a ry reduct i ons;

Renego t i a te  com m i tm en ts such  as ren t  by seeki ng  a  de fe rra l ,  de fe r deb t  repaym ents wi th  banks and  equ i pm ent l easi ng  f i rm s;

Access governm ent re l i e f  p rog ram s such  as CEWS, CEBA and  CERCA;

Draw down on  exi st i ng  cred i t  faci l i t i es such  as l i nes o f  cred i t ;

Access rese rve  funds l oca ted  i n  the  den ta l  p ro fessi ona l  co rpo ra t i ons;

Consi de r and  re -assess space  requ i rem en ts and  downsi zi ng  i f  feasi b l e  f rom  a  p ro f i tab i l i ty pe rspect i ve ;  o r

Revi ew the  ca ta l ogue  o f  se rvi ces p rovi ded  i n  o rde r to  de te rm i ne  i f  the re  a re  cost-e ffect i ve  “add-ons” to  genera te  new revenue .

Ano the r op t i on  tha t  exi sts fo r den t i sts i s conso l i da t i on .  Lead i ng  up  to  the  COVID-19  i m posed  shu tdowns,  the  num ber o f  m u l t i -den t i st  p ract i ces i n
Canada  were  on  the  ri se .  Se l l i ng  and  conso l i da t i ng  den ta l  cl i n i cs i s an t i ci pa ted  to  i ncrease  ove r the  next  few years,  as the  Job  Bank o f  Canada  p red i cts
tha t  due  to  the  o l de r age  p ro f i l e  o f  the  den ta l  p ro fessi on ,  a  num ber o f  den t i sts wi l l  be  seeki ng  d i ffe ren t  opportun i t i es.  T h i s m ay com e i n  the  fo rm  o f  a
conso l i da t i on  wi th  a  co rpo ra te  pu rchaser o r m erg i ng  cl i n i cs wi th  o the r den t i sts,  and  taki ng  on  l ess onerous ro l es.  Gi ven  the  econom i c uncerta i n ty
i n t roduced  by COVID-19 ,  the  num ber o f  den t i sts seeki ng  these  opportun i t i es wi l l  l i ke l y g row i n  the  com i ng  m on ths.

Wh i l e  se l l i ng  a  den ta l  cl i n i c du ri ng  uncerta i n  econom i c t i m es m ay l ead  to  concerns abou t  va l ua t i on ,  h i sto ri ca l l y,  even  i n  the  face  o f  econom i c
i nstab i l i ty,  den ta l  cl i n i c revenues rem a i n  resi l i en t .  M any den ta l  se rvi ces and  p rocedures a re  necessary,  and  the  reduced  capaci ty fo r pa t i en t  f l ow m ay
l ead  to  bu i l t -up  dem and . Den t i sts can  con t i nue  to  seek and  rece i ve  fa i r pu rchase  p ri ces fo r the i r cl i n i cs th rough  a l l oca t i ng  p ro f i tab i l i ty ri sks wi th
po ten t i a l  pu rchasers:

T he  pu rchase  p ri ce  fo r cl i n i cs can  be  st ructu red  so  tha t  the re  i s a  si gn i f i can t  am oun t o f  cash  up fron t ,  wi th  add i t i ona l  ea rn -ou t  paym ents m ade  i n  the
fu tu re  based  on  the  revenue  o f  the  cl i n i c.

Den t i sts m ay op t  to  stay on  as em p l oyees o r i ndependen t  con tracto rs,  co l l ect i ng  a  pe rcen tage  o f  the i r b i l l i ngs as com pensa t i on .  T h i s m eans the
den t i sts pa rt i ci pa te  i n  e ffo rts to  i ncrease  revenues to  p re -l ockdown l eve l s.

Va l ua to rs m ay consi de r COVID-19  to  be  a  un i que ,  one-t i m e  even t ,  such  tha t  the  va l ue  o f  den ta l  cl i n i cs m ay no t  be  a ffected  nega t i ve l y,  as
va l ua t i ons a re  genera l l y based  m ore  on  h i sto ri ca l  f i nanci a l  pe rfo rm ance .

Den t i sts l ooki ng  to  se l l  o r conso l i da te  a t  th i s t i m e  shou l d  consi de r o rgan i zi ng  and  p repari ng  the i r d i scl osu re  docum ents,  i ncl ud i ng  p ract i ce  f i nanci a l
sta tem en ts fo r the  l ast  th ree  to  f i ve  years,  cl i n i c and  equ i pm ent l ease  docum ents,  em p l oym ent ag reem ents,  p roduct i on  reports and  asse t  l i sts.  Den t i sts
shou l d  a l so  con tact  the i r accoun t i ng  advi so rs fo r a  d i scussi on  on  the  best  steps to  p repare  the i r cl i n i cs fo r sa l es f rom  an  accoun t i ng  and  tax pe rspect i ve .

BLG has si gn i f i can t  experi ence  worki ng  wi th  den t i sts and  conso l i da to rs i n  navi ga t i ng  the  l ega l  aspects o f  the  pu rchase  and  sa l e  o f  den ta l  cl i n i cs.  I f  you
have  quest i ons abou t  you r op t i ons when  i t  com es to  navi ga t i ng  the  uncerta i n t i es crea ted  by the  COVID-19  envi ronm ent,  ge t  i n  touch  wi th  any o f  the
con tacts l i sted  be l ow.
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