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Firm Overview

Mergium Advisors is an investment 
banking boutique providing mergers 
and acquisitions, capital  raising and 
related advisory services (including 
business valuations) in the 
healthcare services and other 
sectors.

Healthcare Services Focus

• Behavioral Health

• Physician Practices

• Healthcare staffing companies

• PT, OT and ST

• Pediatric services and therapies

• Home healthcare (pediatric and 

others)

• Others

Education/Knowledge Focus 

• K-12 schools

• Preschools

• Special Education

• Education Staffing

• Colleges & Universities

• Others
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This newsletter is for your private information. This material is for general 
information only and should not be read as containing advice or 
recommendations. Any person should consider whether the information 
is appropriate to their needs or seek advice before making a decision
based on this information. The material is based upon information that 
we consider reliable, but we do not represent that it is accurate or 
complete, and it should not be relied upon as such. Opinions expressed 
are our current opinions as of the date appearing on this material only. 
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• During the last 6 months we highlight the following transactions:

• California Skin Institute, the company backed by Goldman Sachs, 
acquired 5 Dermatology practices;

• Pinnacle Dermatology, the company backed by Chicago Pacific 
Founders, acquired 5 Dermatology practices;

• Anne Arundel Dermatology, , the company backed by New 
MainStream Capital, acquired 4 Dermatology practices;

• Schweiger Dermatology Group, the company backed by LLR 
Partners, acquired 4 Dermatology practices.

Source: Mergium database

Recently, the Dermatology practice market has been very active in the 
area of mergers and acquisitions (M&A), especially with transactions by 
companies owned by private equity firms. This newsletter will review the 
latest activity in M&A in the Dermatology practice space. Then, we will 
present some aspects to consider before selling a practice.

Mergers and acquisitions activity

• There has been a clear increase of investments by private equity firms 
as well as by platform companies over the last few years. 

• The Dermatology practice sector continues to see consistent 
transaction volume. For 2019, we registered 70 transactions in our 
database. Even though 2019 had fewer transactions compared to 
2018, the number is still high and shows that the consolidation of the 
sector continues. The graph indicates the amount of transactions by 
quarter since Q1 2015.

• Since 2015, Mergium has registered 298 transactions of Dermatology 
practices. Of that total:

• 11% or 33 transactions were direct investments by private equity 
firms;

• 80% or 241 transactions were add-on investments by platform 
companies backed by private equity firms;

• 24 transactions were made directly by strategic investors.

Source: Mergium database

• From these transactions, more 
than a third of the practices 
were in Florida, Texas and 
California. California saw 
robust market activity in 2019. 
Florida still shows a hot M&A 
market during 2019.

mailto:luislopez@mergium.com
http://www.mergium.com/


Thinking  About Selling  Your Practice?

Mergium is currently in contact with private equity firms, platform companies and strategic firms interested in 
acquiring Dermatology practices.  We would like to speak to owners of Dermatology practices interested in 
selling and that need and M&A advisor like us to help in the process. Please call us or e-mail us.

This newsletter is for the recipient private information only. This material is for general information only and should not be read as containing advice or 
recommendations. Any person should consider whether the information is appropriate to their needs or seek advice before making a decision based on this 
information. The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied 
upon as such. Opinions expressed are our current opinions as of the date appearing on this material only. No part of this material may be (i) copied or photocopied 
or (ii) redistributed without Mergium Advisor’s prior written consent.

All securities are offered through StillPoint Capital LLC, Member FINRA, Member SIPC.
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• Competition to acquire practices will not likely decline in the near future. We expect private equity firms to 
continue their direct investments in platform companies as well as add-on acquisitions by platforms. We 
expect that during 2020, some PE-backed platforms will be sold to late-stage private equity firms. 

• Mergium believes that owners that have thought about selling their practices should take advantage of the 
current market situation in which buyers are actively looking for acquisitions and valuations are relatively 
high. There has not been a better moment to sell.

Considerations for a Practice Sale

• By definition, a sale, merger or acquisition is about bringing together two previously separate 
organizations. Buyer and Seller need to assess if there is a good fit between them in order to advance with 
the process and have success after closing of the transaction.

• With an NDA (non-disclosure agreement) signed, the Seller should be ready to share historical information 
such as: income statements and balance sheets, production and compensation by provider, lease terms, 
revenue breakdown, etc.  Thus, before starting the process, the Seller should make sure that his/her 
financial and management information systems are ready to produce these types of reports and that they 
are accurate. 

• Today, buyers prefer selling physicians to remain in the practice as employees. In some situations, the 
selling physician might keep a shareholding participation in the practice. Thus, two important negotiations 
will take place: the sale terms of the practice and the physician employment agreement.   

• Since most buyers want selling physicians to stay, the transaction becomes the foundation for a long-term 
relationship.  Consequently, the seller physician(s) must make sure during the selling process that the 
buyer is the right one for the practice.  

• We see deals in the market in which the compensation of the physician is tied to his/her collections.  Thus, 
if the physician does not keep any ownership in the practice after closing, what the buyer ends up 
acquiring is a remnant of expected future earnings not paid as salary to the physician.  Under this 
scenario, the selling physician’s revenue growth would benefit both sellers and buyers. 

• What is the value of your practice? A physician practice valuation is subjective and is not an exact science. 
Buyers calculate value based on the practice’s performance, including margins, growth, investments, cost 
structure, patient base, current infrastructure, among others. On the other hand, the buyer will estimate 
synergies obtained after closing (specially in back-office), initiating new services, and so on. Technically, 
buyers value physician practices using the methodologies of market multiples (EBITDA multiples) and 
income valuation methods (based on generation of future cash flows)

• The best alternative for selling physician practices is to have a specialized M&A firm, like ours, to run the 
sale process. From planning (pricing analysis and elaboration of marketing materials) through closing, 
there are many benefits for selling physicians.  Have your advisor manage and run the sale process, while 
you focus on your practice and in running your business. 


