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Dental Contracts

As dental school nears an end, the dentist will
be presented with one or more employment
contracts. Receiving this contract can be a highly
anticipated event that is part of an exciting time. It
may also be the most nerve-racking event to date for
a new dentist, because, once signed, the dentist is
bound by its terms. Understanding the contract’s
basic elements allows the dentist to better evaluate
their job offers.

This chapter is not to replace the contract
review by an attorney but to enhance it. Having a
better understanding of the dental contract prior to
contacting an attorney makes the time with the
attorney more understandable and efficient.

When a contract is signed, the terms will
control most, if not all, aspects of working life. A
bad contract and work environment can have
work/life spill over. When work goes bad, it can
have a very serious impact on the home life.



While I will cover most, if not all, of the
important provisions the new dentist will find in a
contract, I can’t recommend strongly enough to
have an attorney review any agreement BEFORE
signing.

A good attorney will be able to tell you:

 what the provisions mean;

 whether they should or should not be
included; and

 what provisions are not in the contract that
should be.

A review of the contract helps guard against
the perfect opportunity turning into a bad situation.
Paying a small fee to an attorney now can save you
tens of thousands of dollars later if the deal goes
bad. Not only might the dentist be liable for any
damages to the employer if the employment does
not work out as planned, but also they will have to
pay their own attorney fees and possibly the
employer’s.

This chapter is divided into two sections.
Section one covers the most common terms and
provisions included in the first contract with a plain
English explanation. Section two addresses some
important items the dentist should consider when
negotiating the contract.



Common Terms and Provisions

In the first employment contract, the following
common terms and provisions will most likely be
included:

 parties to the agreement;

 term of employment and termination;

 employment status and scope of work;

 restrictive covenants;

 compensation, bonuses and fringe benefits;

 malpractice insurance and “tail coverage”; and

 scope of employment and other related issues.

1. Parties - The contract must identify the legal
name of all the parties. If either party is a legal
entity such as a partnership or a corporation, this
should be stated in the contract. This is an
important consideration as this will factor into
the contract’s interpretation and enforcement
should it come to that.

2. Term of Employment and Termination -
Most dental employment contracts are for one
or two-year terms and may state the contract will
automatically renew at the end of each term. In
most cases, when a term is listed, both parties are
bound for that term and may not terminate the
contract without potentially being liable for



damages.

With that said, most contracts provide events for
the parties to terminate the agreement.
Generally, this termination is either with cause or
without cause.

"With cause" generally means the contract is
terminated due to some act or omission by the
dentist,. This area of the contract is often one-
sided, providing no events of cause by the
employer.

Generally, these events allow for immediate
termination by the employer:

 loss of license to practice medicine;

 not passing specialty board tests if applicable;

 failure to meet initial qualifications for
employment as agreed upon in the contract;

 loss of hospital privileges;

 loss of malpractice insurance;

 abuse of drugs or alcohol;

 conviction of a felony, theft, or other act of
dishonesty;

 dentist’s bankruptcy or permanent disability.

The simple notice provision is the most common
“without cause” termination provision. This
provision enables the employer to terminate the



contract for no stated reason by providing
written notice in advance. The notice period is
usually 30 to 60 days. Reciprocal (fair)
agreements will allow the dentist to do the same.

The dentist will have to balance this termination
length with their individual situation. Usually, the
longer the notice period, the better it is for the
dentist if it is the employer doing the terminating.
On the other hand, if it is the dentist terminating
the agreement, they may want to get out as fast as
possible.

3. Employment status - This section defines a
dentist’s status as an employee, independent
contractor, or owner. The dentist’s tax burden
will be directly affected by this classification so it
is important to understand what each of these
means.

4. Restrictive covenants – A restrictive covenant
attempts to limit the dentist and his or her
activities during the term of the contract and/or
after they have left the employer’s employment.
The three most common restrictive covenants
are:

 Non-competition provision - A non-
competition provision typically prevents a
dentist from practicing within a defined
geographic area for a certain period of time
after the termination of the doctor's



employment, regardless of which party
terminated the employment. Generally the
more specialized the dentist’s practice, the
greater the geographic area that will be
enforced. This is a very important part of the
agreement and the validity of it will depend on
the laws of the state the dentist is working in.
Non-competition agreements are void per se
in some states, while other states analyze the
provision under a reasonableness test as to the
geographic limitations and time duration.

Under a reasonableness test, a court,
depending on the legal precedent of the state,
will take one of two actions. In states such as
Minnesota, the court applies the "blue pencil"
rule to an unreasonable restriction and
rewrites the clause to make it acceptable. This
represents an attempt to salvage restrictive
covenants whenever possible. In other states,
such as Wisconsin, a provision that is deemed
unreasonable will not be saved by a court. It
will be ruled invalid. If the contract contains a
non competition provision, the dentist will
definitely want an attorney opinion as to the
potential ramifications in their particular state.

 Non-solicitation provisions – The
agreement may have a non-solicitation
provision along with, or instead of, the non-
competition clause. In a non-solicitation



provision, the employee may not be limited
where he or she can practice, but they may be
restricted from trying to bring patients and/or
staff with them to their new employment
practice. Like the non-competition provision,
this may or may not be valid and will depend
on state laws. Note that this provision relates
to direct solicitation by the dentist and not
independent free choice by the patients.

 Confidentiality provisions – This type of
provision protects the employer’s confidential
information and trade secrets. Courts
generally agree an employer is entitled to
protect its confidential business information
and trade secrets. This may even be the case
without a specific provision written into the
contract, depending on federal and state laws

5. Compensation, bonuses, and other Benefits

 Base compensation – Base compensation will
usually be stated in one of three ways:

o a guaranteed salary;
o a variable salary based on production;

or
o a combination of the two. The dentist

will want to make sure their verbal
understanding of compensation
matches up with what is in the
agreement because, ultimately, the



written agreement will control the
relationship.

 Bonus – If any of the compensation is to be
in the form of a bonus in addition to the base
salary, it will need to be defined in this
section. This bonus is usually based on
production and collections above a certain
threshold. After achieving a certain level of
production, the bonus can be from 20 – 40
percent of collections, depending on the area
of specialty and geographic location. It is
important to have clear language on what is
included in calculating revenues and what the
accounting period is.

 Other benefits – Other benefits can include:
o health insurance (family coverage);
o dental insurance;
o short term disability insurance – (It is

important to speak with a Financial
Advisor about coverage in this area.);

o long term disability insurance;
o continuing education costs;
o license fees;
o journals;
o paid vacation; and
o PTO (paid time off, such as sick days).



6. Malpractice insurance and “tail coverage”

 Malpractice insurance - The consideration
here is:

o who pays for the malpractice insurance;
o the type – “occurance” or “claims

made” policy; and
o policy limits (Coverage of $1,000,000

per incident/$3,000,000 in the
aggregate is common. However,
$2,000,000 per incident/$4,000,000 in
the aggregate is becoming more
prevalent in the market. Similar to a
bonus, this number may depend on
area of specialty and geographic
location. ).

 Tail coverage - There are two main types of
professional malpractice insurance. One
covers you when the act occurs, an
“occurrence policy,” and the other must be in
force when the act occurs AND the claim is
made, a “claims made policy”. Tail insurance
is a companion for a claims made policy and
is for the period of years that the statute of
limitations would apply for a particular act of
malpractice. Tail insurance needs to be in
force if the dentist ever discontinues
malpractice insurance, usually when he or she



leaves an employer, and the insurance through
a new employer does not cover prior acts.
When considering a contract, dentists should
know who will pay for tail coverage and make
sure the agreement indicates this. Employers
often pay for tail coverage, sometimes
splitting the cost with the dentist. If the
employer does not pay for tail coverage, the
dentist may want to determine what the cost
would be and get this cost addressed in the
compensation portion of the contract.

7. Scope of employment and other related
issues – Some other provisions that the dentist
may find in the contract may be:

 employer responsibilities - These might
include items such as providing office space,
support staff, supplies, billing services, etc.
Any expectations by the dentist should be
included in the agreement.

 Employee Responsibilities - Expected
workload and patient volume is sometimes
included in this section, but this is not
frequent. A good contract will provide at least
some detail about the dentist’s typical
schedule and duties and expectations about
call duties.

If the dentist is expecting special
considerations such as part time work, a



specific schedule or clinic, or certain
parameters about call, it is important to spell
this out in the agreement.

A contract that simply says the dentist will
“perform the usual duties of a dentist” doesn’t
give either party much information about the
expectations of the other party.

 Is other outside employment permitted by the
dentist? If the dentist anticipates
“moonlighting,” it should be negotiated and
included in the agreement. In one contract I
reviewed, there was a “Loyalty” provision. It
said the dentist was to work for the
Corporation and may not engage in the
practice of medicine except pursuant to this
agreement. It went on to say that if the dentist
received any fees or income from professional
services, such as speaking or publishing, they
belonged to the Corporation. In addition, they
needed to get prior approval for such activity
from the Corporation, even though the
Corporation would receive all fees.

 Who owns the dentist’s Research and Writing,
the employee or the employer?

 Are there any processes for dispute resolution
such as arbitration? Who pays attorney fees,
etc. Many non-compete clauses require the
dentist to pay the employer’s attorney fees.
There usually is not a reciprocal provision if



the dentist has to enforce a contract
provision.

Negotiating the Contract

A fair and balanced agreement will support
both the interests of the dentist and employer. If the
dentist is presented with a one-sided agreement, that
may signal the mindset of the employer in other
matters. The following items should be considered
when discussing the contract with the employer.

 Notice Provisions. –
o without cause - decide based on the

facts and circumstances of the
agreement and position whether a short
or long notice provision for
termination is better.

o with cause - consider adding a cure
provision if one does not exist. A cure
provision would allow the dentist a
period of time to fix the event that has
occurred so the employer cannot
terminate him or her.

 Letter of Intent – If the initial offer is verbal,
request it in a letter of intent. This helps to
bridge from verbal offer to written contract if
there is a time gap before receiving the
contract. This can also help to ensure that the
dentist and employer are on the same page
with respect to the offer before the contract is



drafted. Also, I recommend against any
physical moves or declining other offers based
on a verbal offer or letter of intent, because it
will, in most cases, not be binding on the
employer.

 Decide ahead of time what is really important
in the negotiations and what might be
considered throw away items. If the dentist
can come up with several potential negotiating
points, it will be easier to dismiss the ones that
the dentist considers throw away and push for
the items that are important.


