
MaximizingYourProfitability
ThroughRealEstate® 

(AndAvoidCostlyMistakes)



Attheendof thispresentation,youwillbeableto:

Å Recognizethe importanceof realestateto yourpractice 
success

Å Understandtangiblestrategiesto maximizeyourǇǊŀŎǘƛŎŜΩǎ
profitabilitythroughrealestate

Å Realizethe valueof specializedrepresentation

Å Learnhowto avoidcostlypitfallsandcommonmistakes
dentistsmakeduringnegotiations

Å Provideasolidgameplanfor successin realestate



HowCanADentalEntrepreneurUse 
RealEstateToImproveProfitability?



ÅStart-Ups

ÅRelocations

ÅExpansions*

ÅPurchases

ÅAdditionalOffices

ÅLeaseRenewals*

ÅPracticeTransitions

TransactionOpportunities

*Thesetransactionsarethe mostcommonbut arealsothe 
transactionwherebuyersor tenantsaremostoftenunrepresented.



TheImportanceofReal 
EstatetoYourPractice

Second-HighestExpense

ÅYourofficerent is typically the
second-highestexpenseafter 
payroll

ÅAfter yearsof leaseescalations
andmarketfluctuations,most
officesaresignificantlyoverpaying 
for their lease

ÅYoutypicallyonlyget
onechanceevery5-10yearsto 
reducethis expense.



TheImportanceofRealEstate 
toYourPractice
Negotiations

ÅAproperlyor poorlynegotiated 
leasecanbenefitor costa 
practicetensto hundreds
of thousandsof dollarsovera ten-
yearperiod

ÅTenantvs.Landlordfocus

ÅAnysavingson realestate
areanet savingsto the practice



TheImportanceofRealEstate 
toYourPractice(cont.)

ÅApoorlynegotiatedleasemaycostyou$150-
$200kover10yrterm (BaseRent,TIA,Free
Rent,etc.)

ÅWhenyoubill a dollar,youŘƻƴΩǘkeepa 
ŘƻƭƭŀǊΧȅƻǳneedto payexpenses

ÅDentiststypicallyseea30%- 40%profit
margin

ÅAmistakeof thismagnitudeequatesto 
increasingproductionanextra$600-$700k 
overa 10yr. term just to breakeven

ÅStrategicleasenegotiationscanhavean 
exponentialimpactonyourprofitability



WhoShouldBeOnYourReal 
EstateTeam?
Å DentalCommercialRealEstate 

Consultant

Å Lender

Å Architect

Å Attorney

Å EquipmentSpecialist

Å CPA

Å InsuranceSpecialist

Å PracticeConsultant/FinancialAdvisor



FirstImpressions

Yourbrandisbeingestablishedbeforeyour 
patientsever meetyou.

ÅWhatisyour impressionof youroffice 
space?
ÅWhatareyourpatient's impressionsof your

officespace?
ÅThesearethe topfour reasonsa patient 

returnsto a practice:

1. Facility
2. FrontDeskStaff
3. SupportStaff
4. Doctor



FirstImpressions
RealEstateConsiderations

ÅLocation

Demographics,access,parking, 
signage,etc.

ÅAppealof building

ÅQualityof interior space

ÅNeighboringtenants

ÅFeelof the space



Theme

Youroffice spaceimpacts 
everyaspect ofyourpractice:

ÅPatient Experience

ÅStaff Experience

ÅOverhead

ÅClinicalApproach

ÅProfitability



LeverageYourOpportunity 
ThroughRepresentation



CommercialReal 
EstateOverview
ÅCommercialPropertyTypes
ÅOffice| Retail| MOB| HospitalCampus

ÅPros/Consfor Each:
ÅSignage
ÅExposure
ÅAccess

ÅParking
ÅAmenities
ÅCosts

ÅNaturallight/windows
ÅSynergywith other tenants



OFFICESPACE
Pros:
ÅCost
ÅNaturalLight/windows
ÅParking 
Cons:
ÅExposure/Visibility
ÅSignage
ÅParking/access



RETAILSPACE
Pros:

ÅExposure/visibility(signage)
Å Increasedtraffic
ÅParking/access 
Cons:
ÅCost
ÅSynergywithothertenants
ÅNaturallight/windows



MedicalOfficeSpace
Pros:

ÅSynergywithothertenants
ÅNaturallight/windows
ÅAmenities/buildingquality 
Cons:
ÅSignage
ÅCost
ÅExposure



RepresentationisEssential
1.)Professionallandlordsstill have
expertrepresentation

2.)Yetmanyhealthcarebuyersand 
tenantstake aDIYapproach



ÅWhoisthepersononthe 
otherendof theline?

ÅWhatdoes$18/SFmean?

ÅDifferencebetweenOfficeand 
Retailspace?

ÅWhatdoesάǳǇtoxxx{Cέ
mean?

THEDIYAPPROACH



LetôsTalk About 

The Stop Sign





DIFFERENTTYPESOFLEASES:

NNNLEASE:

Å Tenantpayscertaincostsassociatedwithoperatingaproperty-inadditiontobase 
rent.

Å Eachάbέorάb9¢έstandsfor:

Å PropertyTaxes

Å Insurance

Å OperatingExpenses(CommonAreaMaintenance)

Å Mostcommonleasetype



DIFFERENTTYPESOFLEASES:

FULLSERVICE(GROSS):

Å Aleasethathasone,all-inclusiverentalratethatincludesboththebaseleaserate 
andtheoperatingexpenses(propertytaxes,insuranceandcommonarea 
maintenance)combinedintoonenumberforthefirstȅŜŀǊΩǎleaserate(Gross).

Å AnimportantaspectofaFullServiceleaseistounderstandiftheutilitiesandjanitorial 
areincludedintheleaserateoriftheyarebilledseparatelytothetenant,andhow 
anyincreasesinoperatingexpenseswillbeάǇŀǎǎŜŘǘƘǊƻǳƎƘέtothetenant.

Å Becominglesscommon,eveninofficebuildings



RepresentationisEssential

1.) Professionallandlordsstill have
expertrepresentation

2.)SO:justexactlywhoISthisfriendlypersononthe 
otherendoftheline?!?

ÅTheexpertrepresentative

ÅWorkedonмллΩǎκмлллΩǎof
transactions

ÅFiduciaryONLYto the landlord



RepresentationisEssential
1.)Professionallandlordsstill have
expertrepresentation

2.)Yetmanyhealthcarebuyersand 
tenantstake aDIYapproach

3.)Knowthe partiesto a transaction

4.)Commissionsarepaidby the landlord 
or seller



IMPORTANTREALESTATE 
CONSIDERATIONS



HowMuchSpaceDoINeed?
ITDEPENDS!
Å Howmanyoperatoriesareneedednow/inthefuture?*

Å Whattypeofspace(office,retail)

Å USFvs.RSF

Å Whatfeaturesareneeded(consult,privateoffice,#of 
bathrooms,pan/ceph,etc.)

Å Typeofdentaluse/specialty

Å HOWMUCHCANIAFFORD?

Å RuleofThumb:400-500sf/Operatory

Å ImportanceofadentalspecificArchitect/Equipment
Specialist

*(Answer:1moreOpthanyouthinkyouneed)



ShouldIPurchaseOrLease?

PURCHASE:

Å Paydownprincipal

Å Long-termflexibility

Å Beingyourownlandlord

Å Potentialtaxbenefits-consultwitha 
qualifieddentalCPA

Å Optionfortenantincome

Purchase???



ShouldIPurchaseOrLease?

LEASE:

Å Tenantimprovementallowancefrom 
landlord

Å Notpayingrentduringbuildout

Å Flexibilitytomove/expand

Å Landlordpaysfor/handlesmany 
headaches

Lease???



ShouldIPurchaseOrLease?

Considerations:

Å Currentmarketconditions/options

Å Lenderparticipation

Å Practiceacquisition?

Å Longtermgoals

Å Importanceofworkingwithanexperienced 
dentalspecificlender



CommercialRealEstate 
Overview(Cont.)

CurrentMarketConditions

ÅThemarketisadjusting tothe impact
of COVID-19

ÅThetrue impactmay notberealized 
for quite awhile

ÅDespitethisadjustment,someareas 
arestill experiencingnear-recordhigh 
leaserates

ÅOnline shopping,co-working,and 
teleworkinghavealsochangedthe 
landscapeof commercialrealestate



CommercialRealEstateOverview 
(Cont.)

LandlordMotivations

ÅHigherleaseratesleadto higher 
propertyvaluations

ÅTheyarewillingto givesignificant 
concessionsto desirabletenants

ÅHealthcaretenantsareanextremely 
attractiveuse,particularlyin the 
currentenvironment



Negotiations& TheImportanceOf 
CreatingStrongPosture



EverythingisNegotiable: 
Lease
ÅLeaseRate

ÅTerm

ÅRenewalOptions

ÅAnnualEscalations

ÅBuildoutPeriod

ÅTenantImprovementAllowance(TI)

ÅFreeRent

ÅSignage,Parking,Exclusivity,HVAC,etc.

ÅDetailsof LOIterms

ÅImportanceof QualifiedRealEstate 
Attorney



EverythingisNegotiable: 
Purchase/GroundUp 
Construction

ÅPurchasePrice

ÅEarnestMoney

ωDueDiligencePeriod

ωContingencyItems(Appraisal, 
Inspection,Survey,etc.)

ÅPurchaseAgreementLegal 
Language

ÅImportanceof QualifiedRealEstate 
Attorney



NegotiationStrategy

Appropriatetimeframefor search

ÅNew Lease: 9-12 months

ÅBuildingPurchase: 12-18months

ÅRenewal:12/24months

ÅLand Purchase:18-24months

ÅPracticeAcquisition: 30-60days



NegotiationStrategy
Correctpostureiskey.

ÅUnderstandwhat isreallyat stake.

ÅLandlordswant the highestBaseRate
and leastconcessions. Youcan't fault
them.

ÅWouldyoutakemore$$ for your
home?

ÅWhatisa fair marketrate?

Å If youaska landlord:ά!ǎmuchasthe
TenantwillǇŀȅέ



NegotiationStrategy
Whoeverhasthe mostviableoptionswins:

ÅHavingmultiplelegitimateoptionson the 
tablecreatespostureandwarrants 
competitiveterms

ÅNevergetmarriedto onelocation

ÅAlwaysbewillingto walkaway

ÅForce[[Ωǎto competeandwin yourbusiness



ÅDoesthe tenanthaveabroker?

ÅIf so,doesthe brokerknowthe 
market?

ÅDotheyhaveotherviableoptions?

ÅIn a renewalor startupsituation:
ά!ǊŜthey willingto move,or are
theywillingtoǿŀƭƪΚέ

Å²ƘŀǘΩǎthe mostwecanget them
to pay?

QuestionsaLandlord 
AsksTheirBroker



Å Hiringanagentwill costmemoney
Å Not hiringanagentcansave 

memoney
Å My attorneycanhandlemy 

realestatenegotiation
Å Allcommercialrealestateagentsare 

the same

Å My residentialagentcanhelpme

CommonMisconceptions



CommonMistakes

ÅBelievingthe landlordor sellerwill 
simplyoffer their bestterms

ÅAllowingthe landlordor sellerto 
initiatenegotiations

ÅDeterminingmarketvalueby 
askingwhatneighbors are paying

ÅRelyingon advicefrom patients, 
friendsor colleagues



Closing
ÅHireprofessionalrepresentation

ÅEnsureyouragenthasno 
conflictsof interest

ÅGiveyourselfenoughtime

ÅCreateastrongposture

ÅUnderstandthe marketandyourtop 
options

ÅMakesureyouragenthasasolidgame 
planto deliverresults



Questions


