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Selling a medical practice is not like selling a standard small business. The asset being transferred is tied to
licensure, patient relationships, reimbursement systems, employment arrangements, controlled workflows, and a
level of regulatory scrutiny that most buyers outside healthcare underestimate. Even when both sides are
sophisticated, a practice sale can go sideways because the parties focus too heavily on price and too lightly on

structure.

That imbalance shows up early. A seller may assume that a strong collection history and loyal patient base
guarantee a smooth exit. A buyer may believe that a clean profit and loss statement tells the whole story. In
reality, the legal issues start with a buy medical practice more basic question: what exactly is being sold, and
under what regulatory framework can it be transferred? If that question is not answered with precision, a

transaction that looked attractive on paper can become expensive, delayed, or impossible to close.

| have seen deals stall over missing consents, sloppy employment documents, noncompliant compensation
formulas, and post-closing disputes about accounts receivable that could have been avoided with careful
drafting. In medical practice sales, the legal details are not background noise. They determine whether the

economics hold.

The first fork in the road: asset sale or entity sale

Most medical practice sales are structured as asset sales rather than stock or membership interest sales. That is
not accidental. In an asset deal, the buyer can choose which assets and liabilities to take on, which often makes
the transaction cleaner from a risk standpoint. The buyer may acquire furniture, equipment, patient records rights
subject to law, goodwill, leases, phone numbers, websites, trade names, and in some cases accounts receivable if

the parties agree. The seller usually keeps the legal entity and any excluded liabilities.

An entity sale, by contrast, transfers ownership of the company itself. That can be appealing when payor
contracts, leases, or permits are difficult to reassign, but it also means the buyer may inherit historical liabilities
that are not fully visible at signing. A tax issue, wage claim, HIPAA incident, or billing problem from two years

earlier does not disappear because the parties are eager to close.

The right structure often turns on state law, tax treatment, payor credentialing realities, and the nature of the
practice. A single-physician outpatient clinic may be well suited to an asset sale. A larger specialty group with
established contracts and a complex staffing model may find the analysis less straightforward. The legal
documents should reflect that early decision, because purchase price allocation, indemnification, and closing

conditions flow from it.

Corporate practice of medicine rules can reshape the entire deal

One of the most important issues in medical practice sales is whether the buyer can legally own the practice
under state law. In states with strict corporate practice of medicine doctrines, non-physicians may not own or
control the professional entity providing medical services. That rule affects private equity investors, management
companies, dental support organizations, and sometimes even physician buyers who are licensed in one state but

not another.


https://medium.com/@aestheticbrokers/about

This is where buyers who are experienced in ordinary mergers and acquisitions sometimes get surprised. They
may be comfortable buying a profitable company outright, only to learn that the professional entity must remain
physician owned and physician controlled. In those cases, the transaction may require a management services
organization structure, a friendly PC model, or another compliant arrangement. Those structures are heavily
scrutinized, especially if they appear to give a non-physician too much control over clinical decisions, fee setting,

staffing of licensed personnel, or professional judgment.

The practical lesson is simple. Before negotiating hard on economics, confirm who can legally own what, who can
control what, and whether the proposed operating structure actually fits the state where the practice operates.

Fixing that problem in the final week before closing is rarely cheap.

Licensing, credentialing, and the ability to keep seeing patients

A practice can have a strong brand and an excellent location, but if the buyer cannot bill major payors or lawfully
operate under the necessary licenses on day one, the value can drop fast. That is why credentialing and

enrollment should be treated as core legal and operational workstreams, not afterthoughts.

A buyer needs to understand what permits, provider numbers, registrations, and facility licenses are required, and
whether each one is assignable, transferable, or must be newly obtained. Medicare enrollment changes can take
time. Medicaid and commercial payor approvals can take longer than expected. In some deals, the parties use
transition services, locum arrangements, or limited post-closing employment periods to reduce disruption, but
those solutions need careful legal review.

| once saw a transaction where the parties were aligned on price and had already announced the sale internally.
Then the buyer learned that a key commercial payor contract would not transfer and the new credentialing cycle
could take several months. The practice depended on that payor for a large portion of revenue. The deal still
closed, but the buyer demanded a substantial holdback because the immediate cash flow projections no longer

looked reliable.

Patient records, HIPAA, and the transfer of goodwill

Patient charts are among the most sensitive assets in any healthcare transaction. The records themselves are not
sold in the same way a desk or ultrasound machine is sold. The transfer, custody, and access rights surrounding
those records depend on HIPAA, state privacy laws, record retention obligations, and specialty-specific rules.
Behavioral health, reproductive health, substance use treatment, and HIV-related records can trigger additional

consent and confidentiality requirements.

The sale documents need to state clearly who becomes the custodian of records, how records will be transferred,
who will respond to patient requests after closing, and how the parties will handle retention and destruction
rules. If the seller is retiring, patients often need notice about where their records will be maintained and how

they can choose another provider if they wish. The exact notice requirements vary by state and by practice type.

Goodwill also deserves more attention than it usually gets. In medical practice sales, goodwill is tied to
reputation, referral sources, location, patient continuity, and the seller's willingness to help with transition. A
buyer paying significant value for goodwill should make sure the purchase agreement includes usable
protections, especially noncompetition, nonsolicitation, and transition obligations, to the extent state law allows.

A seller should look closely at those same provisions because some are written far more broadly than necessary.

The purchase agreement is where most disputes are born or prevented



A well-drafted purchase agreement does much more than recite a number and a closing date. It allocates risk. In
healthcare deals, that means the representations, warranties, covenants, and indemnification provisions have to

be specific enough to capture compliance realities.

The seller is often asked to represent that the practice has complied with healthcare laws, billing rules, privacy
requirements, licensure standards, and employment laws. Buyers push for broad language because they want
protection against hidden liabilities. Sellers push back because perfect compliance is a dangerous promise in a
heavily regulated field. The answer is usually not to eliminate the representation, but to define it with care, add

knowledge qualifiers where appropriate, and disclose known issues thoroughly.

The most litigated problems often trace back to vague drafting. If a billing issue is discovered six months after
closing, the buyer will ask whether it fell within the seller's representation on compliance with laws. If a former
employee files a wage claim for pre-closing periods, the parties will argue about who assumed that liability. If a
leased copier was omitted from the schedules, someone still has to pay for it. Precision on the front end is

cheaper than righteous outrage on the back end.

Billing, coding, and fraud and abuse exposure

No buyer should acquire a medical practice without understanding the billing profile. Revenue integrity is a legal
issue as much as a financial one. A practice may look profitable because it has historically coded at a high level,
used lucrative ancillary services, or relied on a reimbursement methodology that is no longer defensible. The

buyer who ignores that risk may pay for earnings that cannot safely continue.

Particular attention should be paid to Stark Law, the Anti-Kickback Statute, state fee-splitting rules, medical
directorships, co-management arrangements, real estate leases with referral sources, and compensation formulas
tied to designated health services. Any arrangement that looks ordinary in a non-healthcare business can be

dangerous in a physician context if it rewards referrals or influences clinical judgment.

Due diligence should test how the practice actually operates, not just whether someone has a policy manual in a
drawer. If physicians are paid productivity bonuses, how are those calculated? If the practice rents space from a
hospital or another doctor, is the lease fair market value and commercially reasonable? If the practice has a
marketing arrangement, is it compensation for actual services or a disguised referral stream? These are not
abstract questions. They directly affect valuation, indemnity, and sometimes whether the deal should proceed at

all.

Employment agreements are often the hidden center of the deal

In many medical practice sales, the patients do not really belong to the legal entity. They follow physicians,
advanced practice providers, and long-tenured staff. That means the employment documents can be as

important as the purchase agreement.

The buyer should review physician agreements, restrictive covenants, compensation plans, bonus formulas, on-
call obligations, malpractice arrangements, and termination rights. A practice with excellent financials can lose
value quickly if two key physicians can leave with little notice and no effective nonsolicitation restrictions.
Conversely, a seller who has promised post-closing employment should understand exactly what role, pay

structure, and performance expectations are being accepted.
The most common pressure points include:

1. Whether key clinicians are actually bound by enforceable noncompete or nonsolicit terms under state law.



2. Whether compensation plans comply with billing, Stark, and fee-splitting restrictions.

3. Whether accrued vacation, bonus obligations, and deferred compensation are being assumed by the buyer

or retained by the seller.

4. Whether the seller will remain as an employee, independent contractor, or in a transition consultant role after
closing.

5. Whether tail malpractice coverage is required, and who pays for it.

Tail coverage deserves its own sentence because it surprises people regularly. In a claims-made malpractice
policy, someone has to fund tail coverage for prior acts when coverage terminates. Depending on specialty,
geography, and claims history, that cost can be substantial. If the parties do not assign responsibility clearly, it

becomes a last-minute fight that can upset closing economics.

Restrictive covenants require nuance, not boilerplate

Noncompetition and nonsolicitation clauses are standard in many practice sales, but they are not one-size-fits-all.
State law varies dramatically. Some states limit physician noncompetes heavily. Others enforce them if they are
reasonable in scope, duration, and geography. Some states carve out patient choice rules or require buyout

provisions. Recent scrutiny from regulators and courts has also made overreaching covenants harder to defend.

A buyer paying for goodwill has a legitimate interest in protecting that value. A retiring physician who sells a local
family practice and then opens three blocks away six months later undercuts the transaction. At the same time,
an overbroad restriction can create enforceability risk and needless hostility. The better approach is to match the
restriction to the actual business being sold, the patient catchment area, and the role the seller will play after

closing.

It also matters whether the seller is an owner, an employee, or both. Courts tend to view sale-of-business
restrictions differently from ordinary employment restrictions because the seller has been paid for the transfer of

goodwill. Even then, careful drafting matters.

Leases, real estate, and location risk

Medical practices are unusually sensitive to location. Patients know where to park, how long the elevator takes,
and which hallway leads to the suite. Referral patterns often depend on proximity. If the practice does not own its

real estate, the lease becomes central to the sale.

Buyers should determine whether the lease can be assigned, whether landlord consent is required, whether use
clauses match current services, and whether there are outstanding defaults. If the seller owns the building
separately, there may be a concurrent real estate sale or a new lease with the buyer. That raises fair market value
concerns, term negotiations, maintenance obligations, and sometimes Stark issues if the property arrangement

involves referral relationships.

A practice that appears stable can become fragile if the lease expires soon after closing or if the landlord has
redevelopment plans. | have watched buyers pay full value for a specialty clinic, only to discover that the space
needed expensive code upgrades before certain equipment could remain in use. The purchase price did not

change, but the real investment was much larger than expected.

Price is only half the economic story



The headline purchase price gets attention, but allocation and payment mechanics often matter just as much.
Parties need to decide what portion of the price is paid at closing, whether any amount is held back in escrow,
whether there is an earnout, and how the price is allocated among tangible assets, restrictive covenants, and
goodwill for tax purposes.

Earnouts can work in medical practice sales, but only if the metric is clear and the buyer will control the variables
affecting performance. If a seller's additional payment depends on revenue after closing, what happens if the
buyer changes staffing, cuts marketing, drops a service line, or delays credentialing? The seller will say the
numbers were depressed by buyer decisions. The buyer will say the numbers reflect the real business. That fight

is common and predictable.
When the parties need a framework, the useful pressure points are usually these:

1. Whether accounts receivable are included in the sale, retained by the seller, or collected by the buyer on the
seller’s behalf.

2. Whether a portion of the price is contingent on retention of patients, providers, or payor contracts.

3. Whether escrow or holdback amounts are enough to cover likely post-closing claims without tying up too

much cash.
4. Whether tax allocation is consistent with the economics both sides negotiated.

5. Whether working capital adjustments make sense for the size and complexity of the practice.

Smaller deals often become inefficient when the documents borrow private equity concepts that add complexity
without much practical value. Larger platform transactions, on the other hand, often need more elaborate price

mechanics because the risk profile is broader.

Accounts receivable can sour a friendly deal fast

Accounts receivable deserve a separate treatment because they are one of the most common sources of
disagreement. If receivables are excluded, the seller wants Medical Practice Sales the right to keep collecting them
efficiently after closing. The buyer wants to avoid spending staff time on old claims and to prevent confusion
between pre-closing and post-closing collections. If receivables are included, the buyer wants comfort that they

are valid, collectible, and not vulnerable to recoupment.

Healthcare receivables are not generic invoices. They are subject to denials, offsets, overpayment demands, and
audits. A receivable that is 120 days old may still collect, or it may be headed for write-off. The parties should
address who controls billing follow-up, who handles appeals, who bears recoupments tied to pre-closing

services, and how payments accidentally sent to the wrong party will be remitted.

Without that detail, collections staff wind up making ad hoc decisions while the lawyers exchange accusatory

emails months later.

Due diligence should look beyond the data room

The best diligence in medical practice sales combines legal review with operational skepticism. Documents
matter, but so do interviews, workflow observation, and targeted questions that test whether the paper reflects
reality. If a seller says that all clinicians are properly supervised, ask how supervision occurs in practice. If a policy
says no one accesses records without authorization, ask what the electronic audit logs show. If compensation is

supposedly compliant, compare contract language to payroll records.
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The same is true for quality and reputation issues. Pending board complaints, malpractice claims, OSHA citations,
payer audits, and staff turnover can affect transaction value even when they are not fatal to the deal. A prudent
buyer is not looking for perfection. It is looking for issues that should change price, structure, or post-closing

protections.

Sellers benefit from this discipline too. A practice that prepares early usually sells better. Cleaning up missing
contracts, resolving credentialing gaps, documenting ownership of intellectual property, and organizing
compliance materials can reduce retrading later. Buyers pay more confidently when the seller appears credible

and prepared.

The transition period deserves as much planning as the closing

Many of the practical benefits a buyer wants cannot be delivered by signatures alone. Patient retention, staff
stability, referral continuity, and goodwill transfer happen in the months after closing. The legal documents
should support that reality.

If the seller will remain for a transition period, the parties should define clinical duties, schedule, compensation,
decision-making authority, and messaging to patients and staff. If the seller is leaving entirely, the
communication plan becomes even more important. Abrupt announcements create anxiety, which can trigger

employee departures and patient attrition at the worst possible time.

There is also the question of who controls branding, website content, patient communications, and social media
accounts immediately after closing. These sound minor until a practice changes hands and patients cannot figure
out whether the old doctor is still available, where records are kept, or who to call for prescriptions. Good

transition drafting prevents avoidable confusion.

What sellers and buyers should each keep front of mind

Sellers often focus on preserving legacy, minimizing tax, and getting paid. Buyers tend to focus on revenue
durability, compliance risk, and integration. Both perspectives are valid, but they can produce blind spots. Sellers
may underestimate how much undocumented compliance history reduces trust. Buyers may underestimate how

quickly a heavy-handed integration can damage the very goodwill they purchased.

The strongest transactions usually happen when both sides accept three things early. First, healthcare regulation
affects structure, not just fine print. Second, diligence is not distrust, it is the process by which risk becomes
negotiable. Third, the best deal terms are the ones that fit the actual practice, not the last form someone used in

a dental deal, a surgery center deal, or a general business acquisition.

Medical practice sales can be highly successful. They can fund retirement, launch growth, solve succession
problems, and improve infrastructure for patients and staff. But success depends on treating the legal work as
central, not peripheral. Price may start the conversation. Ownership rules, compliance exposure, patient record
handling, employment arrangements, billing risk, and post-closing transition are what decide whether the deal

holds together.



