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

Vision Expo Has Gone Green!

Practices
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 and how dIffe' ent buyers would value them
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
VVISION Natalie Schmook, MBA, CFP®, cVA™, CEPA
EXPO N B e
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THE PRESENTERS HAVE NOT BEEN PAID OR RECEIVED Learning Objectives
COMPENSATION BY PRODUCT OR SERVICE TO PROVIDE
ANY INFORMATION CONTAINED HEREIN.
1.Understand the “basic theory” of
’ f— practice valuation
v — 2.Know the landmines to look for when
v f— evaluating a practice for purchase
. v —-— 3.Have a checklist for preparing a
practice for sale
4



Practice #1
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- Small, solo doc practice

- 2-3 staff members

- Open 3-4 days per week

e

- <$500,000 collected revenues

- Small patient base

Practice #2

- Single owner practice

- Medium, multi-doctor practice
- Open 6-9 doctor days per week
- >$1,500,000 collected revenues

@ - Some specialized patient care

Practice #3

Practice Valuation Theory
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Large, multi-doctor practice
- Open 15+ doctor days per week
>$3,000,000 collected revenues
Multi-specialty patient care




What is a practice worth?

Common Valuation
Methodologies

1. Benefit Stream Model
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What is a practice worth?
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Common Valuation
Methodologies

1. Benefit Stream Model

2. Market Transaction Method
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Common Valuation
Methodologies

1. Benefit Stream Model
2. Market Transaction Method

3. Asset Approach
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Common Valuation
Methodologies

. Sales Method
. Benefit Stream Model

. Market Transaction Method

. Asset Approach

v W NP

. Debt Service Approach
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Common Valuation
Methodologies

. Benefit Stream Model

. Market Transaction Method

. Asset Approach

N

. Debt Service Model
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Sales Method

Collected revenues
X multiple

= Value of practice
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Benefit Stream Model

1. Calculate owner benefit

2. Make appropriate adjustments

3. Apply a multiplier
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Adjustments to EBITDA

Common Adjustments

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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Owner Benefit (EBITDA)

Owner W2 Income

+ Family Salaries

+ Net Income of Practice
- Depreciation & Amortization

- Interest Expense

=EBITDA
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Adjustments to EBITDA

Common Adjustments

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

Advanced Adjustments

Staff reduction
Lab fees
Specialty services
Virtual help
Additional doctor capacity
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Applying a multiplier

3 - 5x Adjusted EBITDA for private practices

5 - 7x Adjusted EBITDA for corporate buyers
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Case Studies

= ==l B8
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Debt Service Model

Owner Benefit

= Is this worth the risk and expected
benefit?
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Practice #1-

3 days of patient care / week
2 staff members
Booked out <15 weeks
Older equipment
Last refresh 2003
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Practice #1- % of revenues

25

Practice #1- adjusted EBITDA
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Practice #1- % of revenues
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Practice #1- adjusted EBITDA




Practice #1- debt service model
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Practice #1- debt service model

Purchase Price of $277,000
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Practice #1- debt service model

Enter Values

50
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Practice #1- small solo doc

Key Facts

3 days of patient care / week
2 staff members
Booked out <1.5 weeks
Older equipment
Last refresh 2003
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Practice #1

SALES

EBITDA

DEBT

$210K

$245K

$45K

©

©

©
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Practice #2- % of revenues

Collected Revenues.

LowEndRange  55%
Middie Range 5%
Upper Range. 75%

EstimatedValue  65%

$915,000
$503,250
$594,750
$686,250

$594,750

ss18,191
$285,005
s336820
$388,643

$285,005

$1020,000
5561000
5663000
$765,000

$561,000

$1030,000
$566.500
569,500
172500

$566,500
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Practice #2- medium multi-doc

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

Rural-ish locations
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Practice #2- adjusted EBITDA
___ﬂﬁﬂm!llllﬂﬂl

$515,000

$6.150

$30800
$9.145

$129556

sss,220
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Practice #2- adjusted EBITDA Practice #2- debt service model

$515,000
Enter Values Loan Summary Annual Payment  $83,931
557,800 v % 510300
Loan smount sexamm0nn Schadled paymarnt Tasas
a 5%) 582,400 ack Lab Scale $4.300 pom
" fre odlod e o 0
Addback Owner Expenses 576560 Addsack Miedica iling 528,000 w "
Addback Excess Rent 531,500 Addback Offce Rent $32,000 - w00
Addback Depreciation/Am 530800 Adjusted EBITOA $183556 Start e of o sia025 o imerest $50423.00
9,146 axtimes E8ITDA s130.220
$129556
ss18220
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Practice #2

Practice #2- debt service model

SALES | EBITDA| DEBT

$566K | $630K | $100K

Consideration Amount

Ouner Benefit (Adjusted EBITOA) $183,556
Note Payment $83931
Remaining Owner Benefit $99,625
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Practice #3- large practice Practice #3- % of revenues

ETr———

3 full time, 1 part time doctor Collcted Revenes $10000  $3450000
Owneris part time lowEndRange  55%  $1705000  $1897,500
) Miderange 6% 2015000 52262500

1location; 7 lanes B

e Upperfange 7% Saas000  sase7so0
Husband is office manager

Emaedvabe 7% $1705000  $1897500
Kids are on payroll
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Practice #3- adjusted EBITDA

Practice #3- debt service model
frusowen

Ouner'sProguction $860,000
Netincome sa20415
Ouner Pay $105.404
Replacement Care: (16%) -$137,600 Enter Values Loan Summary Annusl Payment  $319,738
Addback Famiy ncome $44,500 [rsp— s240000000 rT— T
‘Subtract Office Manager Replacement -$55,000 Aol ot rate s Schvrhrled member of prymerts .
Loan perod i yesrs 0 sctual rambar of paymants n
Addback Owner Expenses 529,855
Husmar of sayments o yoar 1 [T p— a0
(dkdoes Depreckr oA etacr 20D Shart date of loan /512023 Total nterest 11686057
Addback Interest Expense $11,460
Adjusted EBITDA sa82,034
Ax times EBITDA $2,410,170

43 44
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Practice #3- debt service model

Practice #3

SALES

$1.9m

EBITDA

DEBT

$2.4m

$163K

$482,000
$320,000
$162,000

©

©
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Due Diligence

Thank you.

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

on 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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VRS

9/14/2023
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