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At certain points in time, unique mar-
ket conditions have driven dental and 
dental specialty practice valuations high-
er, while at the same time greatly increas-
ing deal volume.

For example, in 2012, we approached a 
fiscal cliff, due in large part to George 

W. Bush’s expiring tax cuts. If  Congress and President Obama 
failed to act, which it appeared they might, it would have led to 
the largest tax increase in decades. As this played out, I remem-
ber how feverish the market became. All around me, dentists 
were racing to close their transactions, fearful of  an increase in 
the capital gains rate.

During that same time, because of  the additional fear that 
tax-favored gifting strategies would also be adversely impacted, 
there were many transactions occurring between dentists and 
their children, who were following in their footsteps. In the end, 
Congress and President Obama reached a last-minute compro-
mise that avoided most of  the issues that the dentists feared 
were inevitable – and the dental mergers and acquisitions mar-
ket (M&A) returned to normalcy.

If  you fast forward to recent times, one trend driving transac-
tion activity is the consolidation that’s occurring throughout the 
profession. As I unpack in my new book, The DSO Decision, 
we are seeing the rapid emergence of  private equity-backed 
DSOs, which are becoming a greater percentage of  the overall 
marketplace. Due to that, and notwithstanding the pandemic, 
practice values and sale prices have been driven higher because 
of  the different valuation concepts used by private equity com-
pared to traditional doctor to doctor transactions. 

Throwing gas on this already bright fire was the COVID-19 
pandemic, which caused doctors who were contemplating a 
future transition to rapidly accelerate their timetable to begin 
that process. Simply put, many older doctors were impacted not 
only by the stress of  the pandemic but also by the daunting 
cost to create a “COVID safe” office and, when presented with 
a surprisingly high purchase offer, they decided that they did 
not want the continued burden of  running their practices in the 
COVID and post-COVID world.

In addition to this, I believe a third factor will play a role in 

September and beyond, and I believe it will contribute to an 
unprecedented volume in M&A activity in the dental profession. 

Since the beginning of  the COVID-19 pandemic, the federal 
government has been printing money at an unprecedented pace, 
including the $2.2 trillion CARES Act passed in March 2020, a 
$900 billion relief  bill passed by the Trump Administration late 
last year, and President Biden’s $1.9 trillion American Rescue 
Act, passed in March of  this year. On top of  that, the Senate 
passed a $1.2 trillion infrastructure bill in August, and one day 
later a larger $3.5 trillion budget resolution.

When you add up these extraordinary pieces of  legislation, you 
get a potential total of  over $9.7 trillion of  newly printed money 
by the federal government – in just over a year.

Regardless of  your politics, this spending will plunge the coun-
try deeper into debt, and there appears to be no plan to pay 
for any of  it other than President Biden’s plan to dramatically 
raise taxes. Moreover, the intensity of  political debate is fierce, 
as politicians fight for, and against, such a complete overhaul of  
the tax system.

If  you’re a dentist who is contemplating a practice transition, 
it’s important to recognize that a material increase in the capital 
gains rate is a likely outcome from this debate, and that this rate 
change will have significant adverse tax consequences if  you sell 
a practice after December 31, 2021. The President’s plan calls 
for making this increase retroactive in 2021, but most experts 
do not believe he has the support for such a drastic measure, 
however it is not beyond the realm of  possibility that it could 
happen.

The current proposal calls for any person or family with a com-
bined income of  $1 million or more to potentially pay 39.6% 
tax on any capital gain (as well as on ordinary income) plus the 
Obamacare tax, resulting in an enormous tax of  over 40%. 
Many in the tax profession believe it might be difficult for the 
President to gain the support of  every single Democrat, which 
he will need in order to pass this huge tax increase, however 
the same experts I speak with are confident that there will be 
an across-the-board increase in the long-term capital gains rate 
from its current 20% to something in the neighborhood of  
30%. While nobody has a crystal ball, when you reflect on the 
recent spending, and the fact that the country was already mas-
sively in debt with an operating deficit, I think we can all agree 
that our taxes cannot stay the same and they certainly will not 
decrease. The only option is for all taxes to increase to pay for 
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the new spending.

I can say with relative confidence, based on my experience in 
dental and dental specialty transactions, that this perfect storm 
of  conditions will lead to unprecedented dental M&A activity in 
the final quarter of  2021. 

My advice to you is this: If  you have any thoughts about listing 
your practice, or considering a transition, you must start the pro-
cess immediately. And for those of  you looking to grow through 
making acquisitions, I recommend you speak with your banker, 
line up capital, and be ready to strike at an opportunity with a 
motivated seller who is racing against the tax clock.

Bill Barrett is the chief  executive officer of  the law firm Mandelbaum 
Salsburg P.C., and co-chair of  the firm’s National Dental Law Center. 
Over the course of  his career, Bill has quarterbacked hundreds of  successful 
dental practice transitions, and served as the go-to general counsel for promi-
nent dentist-entrepreneurs across the U.S. In addition, Bill is the author of  
Pain Free Dental Deals, and the newly released book The DSO Decision. 
Mandelbaum Salsburg is a Corporate Friend of  NYCDS. 
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Solutions@LBGcpas.com

201.791.8300 
32-16 Broadway  
Fair Lawn, NJ  07410

While other CPA firms focus on merely “keeping the books” 
and showing how well you’ve done, LB Goodman & Co has 
an uncanny ability to look ahead and provide clear directions 
for prosperity. For over 50 years, LBG’s dental clients have 
trusted our robust financial expertise, timely advice and “Can 
Do” culture to face every challenge—even unexpected ones. 

Give the “Can Do” people at LB Goodman a call.  
We will get you on the road to prosperity.

A traditional CPA tells you  
how well you did.
We help you see how 
well you can do.

DIRECTIONS    TO PROSPERITY™

▲

Interactive  
Dental Education  
Delivered Digitally

EXCLUSIVE OFFER TO ALL NYCDS MEMBERS!

Participate in state-of-the-art clinical learning and hands-on training 

from the comfort of your practice

SAVE 10% ON ANY 2021 COURSE USING PROMO CODE NYCDS10

Bob Margeas, DDS Newton Fahl, DDS David Chan, DMD Marc Geissberger, DDS Marcos Vargas, DDS

A technique kit will be shipped 
to your office and is required to 
complete the hands-on exercise, plus 
it is yours to keep! The kit contains 
multiple restorative accessories 
including: 

• Tooth model
• Provisional matrix material
• Dental adhesive
• Composite material
• Polishers
• Instrument and more!

Hands-OnDemand™

Technique Kit

24/7 access to world-class continuing education courses which include 
a comprehensive hands-on technique kit and the opportunity to learn at 
your own pace.  Once you’ve registered and received your Technique Kit, 
you can access your course on your own schedule and you can pause 
and re-watch the course at any time. All OnDemand courses include 30-
day access with unlimited viewing.
• 2 Live CE Credits per course

Participate along-side world-class instructors as they guide you step-
by-step through state-of-the-art clinical learning and hands-on training.

* Kit contents will vary by course. Participants 
are expected to have access to a fully equipped 

operatory. Full kit contents as well as other 
required materials are listed on our website.

www.handsonlinelive.com

TO LEARN!2 WAYS

• Access to world-class instructors and unique 2-hour Hands-OnLine
LIVE programs

• Delivered to you and your team members in the comfort of your
own practice

• A virtual Q&A environment is enabled allowing for live interaction
between participants and the instructor

• 2 Live CE Credits per course

Hands-OnLine LIVE™

Great "Live" Online Courses (or On Demand)
Use Promo Code NYCDS10 to receive 10% off

 
Visit www.handsonlinelive.com
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