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The Letter of Intent in Dental Practice Sales

LOI sets deal momentum Most leverage exists here Later documents rarely fix LOI
mistakes

The letter of intent is a crucial juncture in dental practice sales, where the terms of the
deal are established and the relative leverage of the parties is at its highest point.



Why the LOI Matters More Than Sellers Think

LOI sets deal momentum Most leverage exists here Later documents rarely fix LOI
mistakes

The Letter of Intent is a critical stage in the dental practice sales process, as it sets the
foundation for the entire deal and determines the seller's leverage moving forward.



Common Misconception About LOIs

"It's non-binding" "We'll fix it later" "This is just a formality"

The LOI is a legally binding document that sets the tone for the entire transaction,
contrary to common misconceptions.



What an LOI Actually Does

Locks economic terms Shapes diligence scope Sets expectations for final deal

The LOI is a critical document that establishes the key terms, scope, and expectations
for the final transaction, making it a crucial step in the dental practice sale process.



Binding vs Non-Binding Provisions

Exclusivity

Confidentiality

No-shop clauses

Cost allocation

The LOI establishes key binding and non-binding terms that set the stage
for the final transaction documents.



Economic Terms Set at the LOI Stage

Purchase price structure Cash vs rollover equity Earn-outs and holdbacks

The LOI sets the foundation for the economic terms of the transaction,
which will significantly impact the seller's net proceeds and risk exposure.



Why Price Alone Is Misleading

Structure determines risk Deferred consideration changes value Net proceeds matter more than
headline price

When evaluating an offer, sellers need to look beyond just the headline purchase price and carefully consider the overall
transaction structure, deferred payments, and net proceeds to determine the true value and risk profile of the deal.



Exclusivity: The Silent Leverage Killer

No-shop provisions Loss of negotiating power Timing traps for sellers

Exclusivity clauses in the LOI can significantly reduce the seller's
leverage and negotiating power, leading to less favorable deal terms.



Diligence Scope Is Decided Early

Financial diligence Legal and compliance review Operational exposure

By clearly defining the diligence scope in the LOI, sellers can better understand the buyer's
expectations and prepare accordingly, maintaining leverage throughout the process.



How Buyers Use Diligence After the LOI

Retrades Price adjustments Risk shifting to sellers

Buyers often leverage the diligence process after the LOI is signed to gain more favorable terms,
underscoring the importance of a well-negotiated LOI that protects the seller's interests.



Employment Terms Often Start in the LOI

Length of post-closing employment Compensation assumptions Termination expectations

The LOI is an important document that sets the stage for the seller's post-closing employment terms,
including the length of employment, compensation, and termination provisions.



Restrictive Covenants Previewed in the LOI

Non-competes Non-solicits Geographic and time scope

The LOI sets the stage for the restrictive covenants that will be included in the final deal documents,
allowing the parties to negotiate the scope and limitations upfront.



DSO vs Private Buyer LOIs

Different leverage dynamics Different risk tolerance Different negotiation posture

The differences in leverage, risk tolerance, and negotiation styles between DSOs and private
buyers can significantly impact the LOI process and outcome for dental practice sellers.



Red Flags Sellers Miss in LOIs

Vague language Buyer discretion clauses Open-ended diligence

These common LOI pitfalls can erode a seller's leverage and
lead to unfavorable outcomes if not addressed proactively.



Why Sellers Lose Leverage After Signing

Market exposure disappears Switching buyers becomes costly Momentum favors buyer

Once the LOI is signed, the seller's leverage diminishes significantly, as their market exposure is
limited, switching buyers becomes costly, and the buyer gains the upper hand in negotiations.



When to Push Back—and When Not To

Economic certainty vs deal flow Strategic concessions Protecting downside

The LOI stage is a delicate balance between securing favorable terms and maintaining deal momentum. Sellers must
carefully evaluate which points to push back on and which concessions can be made strategically to protect their interests.



Role of Legal Counsel at the LOI Stage

Translating economics into risk Preserving leverage Preventing retrades

By providing expert counsel at the LOI stage, lawyers can help clients navigate the complex
dynamics of the dental practice sale process and secure the best possible outcome.



What a Seller-Protective LOI Looks Like

Clear economics Defined diligence Balanced exclusivity

A seller-protective LOI establishes clear deal terms, a defined diligence process, and
balanced exclusivity - protecting the seller's leverage throughout the transaction.



In conclusion, the letter of intent (LOI) is a
critical stage in dental practice mergers and
acquisitions. Sellers must approach the LOI 

carefully, get legal counsel involved early, and 
protect their leverage before the due diligence

process begins. By understanding the importance 
of the LOI and taking proactive

steps, dental practice owners can position
themselves for a successful transaction.
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