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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 explains what a private equity fund is and how 
they operate. Then, we will review the latest activity in M&A in the Dermatology 
practice space. 

What is a private equity fund and how does it work? 

• Private equity funds invest in privately owned companies or take public companies 
private.  The structure of these funds typically is the following: (i) general partners 
that invest in the companies and administer the fund, and (ii) limited liability 
partners that provide the funds.  The latter are typically institutional investors, 
pension funds and endowment plans, and they are passive investors, i.e. do not 
manage the fund nor the acquired companies.

• The capital invested in the acquired private company is utilized to grow the firm 
and increase profitability through building infrastructure (back office improvements, 
clinical improvements, etc.), firm acquisitions (“add-ons”), expand geographically 
(open new locations) or increase density where it  already operates, expand 
working capital, hire personnel, and bolster and solidify the balance sheet.  Private 
equity funds also provide access to capital.

• General partners typically work with the acquired companies through board-level 
strategy.  Management teams operate the portfolio companies. 

• The final objective of an acquisition is to resell the firm to a larger private equity 
firm, to a strategic player, or to take the company public.  This would also be an 
opportunity for shareholders to have another liquidity event.  Typically, private 
equity funds invest for a time horizon of 3 - 7 years. 

What are platform companies? 

• Private equity firms typically acquire majority positions of platform companies.  
These platform companies in the Dermatology practices sector:

• Have already a certain size and scale;

• Have an experienced management team in place;

• Have a solid infrastructure;

• Have a multi location structure;

• Have diversification of payor and patient base; and

• Are well set up to grow.

• Valuations of platform companies are expected to continue in the relatively high 
range.  Obviously, individual transaction multiples will depend on a number of
factors including margins, quality of company, potential to scale, size, 
infrastructure, geography, and so forth. The main strategy to grow platform 
companies is through add-on acquisitions, at the local, state, and national level. 

Mergers and acquisitions activity

• The number of transactions of M&A in the Dermatology practice sector has 
increased recently.  The graph below indicates the amount of transactions by 
quarter since Q1 2015 :
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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

• Physician Practices

• Behavioral Health companies

• Staffing companies

• Others

Education Focus 

• K-12 schools

• Preschools

• Colleges & Universities

• Continuing Education & Training

• Education Technology

• Language Training and Tutoring

• Publishing & Instructional 

Materials

• Special Education
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• Since 2015, Mergium has registered 251 transactions of Dermatology practices. Of that total:

• 11% or 28 transactions were direct investments by private equity firms;

• 80% or 200 transactions were  investments by platform companies backed by private equity firms; and

• 23 transactions were made directly by independent platforms.

• From these transactions, more than a third of the practices were located in Florida, Texas and California. Florida still 
shows a hot M&A market in the 1st semester of 2019.

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

• During the last few months we highlight the following transactions:

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

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

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

• We expect private equity firms to continue their direct investments in platform companies as well as add-on acquisitions 
by platform companies.  Private equity firms will continue making majority stake acquisitions and further consolidation.

• Mergium believes that owners that have thought about selling their practice, should take advantage of the current market 
situation in which, private equity, platform companies and strategic firms are looking to acquire Dermatology practices, 
valuations are relatively high, and still there is not consolidation among platform companies.  There has not been a better 
moment to sell.

Thinking  About Selling  Your Practice?

Mergium is in currently in contact with a number of 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 their firms
or interested in raising capital to expand.  If you are thinking about selling your practice and wish to know about potential deal 
terms, times to  closing, what the sale process entails, and other details, we would like to speak to you. Please call us or e-
mail us.
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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 
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