Gary L. Cooper (ISB No. 1814)
Ron Kerl (ISB No. 1768) Ll
COOPER & LARSEN '
151 North 3™ Avenue, Suite 210
P.O. Box 4229

Pocatcllo, [daho 83205-4229
Telephone (208) 235-1145
Facsimile (208) 235-1182

UNITED STATES DISTRICT COURT
DISTRICT OF TDAHO

POCATELLQ DENTAL GROUP, P.C,,
an [daho professional corporation, Case No. C1V 03-450-E-LMB
PlaintifT,
AFFIDAVIT OF RON KERL IN
OPPOSITION TO DEFENDANT’S
MOTION FOR SUMMARY
JUDGMENT

V5,

INTERDENT SERVICE CORPORATION,
a Washington corporation,

Defendant.

INTERDENT SERVICE CORPORATION,
a Washington corporation,

Counterclaimant,

Vi,

POCATELLO DENTAL GROUP, P.C., an
Tdaho professional corporation; DWIGHT G.
ROMRIELL, individually, LARRY R.
MISNER, JR., individually; PORTER
SUTTON, individually; ERNEST SUTTON,
individually; GREGORY ROMRIELL,
individually; ERROL ORMOND, individually;
and ARNOLD GOODLIFFE, individually,

—

e gt g

Countcrdefendants.
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STATE OF IDAHO )
: 88
County of Bannock )

RON KERL, being duly sworr, deposes and states as follows:

1. I am one of the attomeys of record lor Plaintiff, Pocatello Dental Group, P.C. The
matters set fort in this aflidavit arc within my personal knowledge.

2. On February 25, 2004, Dcfendant, InterDent Service Corporation, scrved it's
Defendant/Third-Party Plaintiff’s Initial Disclosures. Attachcd as Exhibit A to those disclosures was
an estimation of Defendant’s damages. A true and correct copy of the first page of that Exhibit 1s
attached 1o this affidavit. According to the Defendant, the EBTTDA for the Pocatello Dental Group

practice for the year 2001 was $843,828.00, and for the year 2002 it was $874,858.00.

DATED this _/ #day of March, 2004.

RON KERL

SUBSCRIBED AND SWORN to before me this /7f‘€’iay of March, 2004,

AMIEDUONG  § ﬁ%ait- /Z;?Aon@

STATE OF IDAHO + Residing at: Fo 551711-5,./'{ o
My commission expires: // / 2 / () ,}/
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY thal on this _Z_Z' day of March, 2004, I served a true and correct copy
of the above and foregoing document to the following persons:

] U.S. Mail, Postage Prepaid
] Hand Delivery

] Overnight Mail

] Facsimile (208) 389-9040

Erik I, Stidham

G. Rey Reinhardt

STOEL RIVES LLP

101 8. Capitol Blvd., Suitc 1900
Boise, Idaho 83702-3958

— e e—

Scott I. Kaplan [ ]U.S. Mail, Postage Prepad
STOEL RIVES LLP [ ]Hand Delivery

000 SW Fifth Avenue, Suite 2600 [ ] Overnight Mail

Portland, OR 97204-1268 | | Facsimile (503) 220-2480

Lowell N. Hawkes [ ]U.S. Mail, Postage Prepaid
1322 East Center { ]Hand Delivery
Pocatello, Idaho 83201 [ ]Overnight Mal

| ] Facsimile (208) 235-4200

Richard A. Hearn [ 1U.S. Mail, Postage Prepaid
RACINE, OLSON, NYE, BUDGE [ ]Hand Delivery

& BAILEY, CHARTERED [ ]Overnight Mail
P.O. Box 1391 [ ] Facsimile (208) 232-6109

Pocatello, Tdaho 83204
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EXHIBIT A

ISC’S DAMAGES

InterDent Service Corporation’s (“ISC”} damages can be calculated in three different
ways: (1} the loss of the going-concermn value of the Pocatello practice, (2) lost profits and

(3) restitution of sums paid in 1996 plus prejudgment interest.

| 8 LOSS OF GOING CONCERN VALUE

In 1996, ISC patd $2.8 million to the shareholders/providers of the Pocatello Dental
Group (the “Group™) and in refurn received title to the nonclinical assets of the practice, a long-
term management services agreement, an agreement by the Group that it would enter into
employment contracts with these providers and enforce the noncompete provisions of such
contracts, and other items of value tied to the affiliation of the practice with ISC. Now, after the
recent deliberate and destructive actions of the Group shareholders/providers, the practice value
for which InterDent paid the Group shareholders/providers is worth less than half of the original
price paid and an even lower percentage of the recent sustained value of the practice before such
actions. InterDent has suffered a tremendous loss of value as a result.

A, Initial value of the practice: 1996 Purchase Price of $2.8 million

Recent value of practice before intentional value destruction by Group
shareholders/providers in 2003:

1. 2001 economics of practice:
Revenue $7,329,439
EBITDA $ 843,828

2. 2002 economics of practice;
Revenue $7,026,092
EBITDA 5 874,858

At the current industry purchase multiple for dental practices (4.5X the
last 12 months EBITDA for the practice), the practice had a sustained
business value of between $3.8 million to $3.9 million before the

destructive actions of the shareholders/providers in 2003. .
C. Current value of practice:
1. 2003 economics of practice (annualized Nov 2003)
Revenue $5,680,972
EBITDA § 326,495

EXHIBIT 4.
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2004 Budget is projecting an EBITDA of $0 due to the late 2003 actions

2.
S\ of the providers.

Due to the actions of the Group shareholders/providers, the practice has suffered a
tremendous destruction of value, such that it is now worth at best approximately $1.5 million
and, more likely, worth nothing given that ISC no longer expects to make a profit at the practice
in 2004. Consequently, ISC’s loss of going concem value is between $2.4 million and |

$3.9 million.
I1. ISC’S LOST PROFITS

‘ Using the numbers set forth above and EBITDA as a good proxy for profit, with 2002 as
a baseline (and ignoring potential business growth and discounting to present value), ISC’s lost
profits is $550,000 in 2003 and $875,000 each year for the 2004-2008 period, for a total of
$4.05 million. This number is conservative because it does not account for lost profits after

2008.

Even if one makes the unrealistic assumption that the Pocatello practice losses stabilize
‘to 2003 levels in 2004 and thereafter, this would result in loss profits of $550,00 per year for a
five-year total of $2.75 million. Consequently, ISC’s lost profits are in the range of $2.75 to
$4.05 million, more likely at the upper end of that estimate.

III. RESTITUTION OF SUMS PAID IN 1996

In the unlikely event the Group is correct that the Management Agreement is illegal, ISC

will be entitled to restitution of the $2.8 million it paid in 1996 plus interest. Using simple
interest at 9 percent, the total owned by the Group shareholders is approximately $4.5 million.

IV. SUMMARY OF ISC’S ALTERNATIVE DAMAGES CLAIMS

Loss of Going Concern Value $2.4 to $3.9 million
Lost Profits $2.75 to 54.05 million
Restitution $4.5 million

EXHIBIT 1
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