
Negotiating the sale of a medical practice is rarely about a single number. Buyers often focus on purchase price
because it is easy to compare across deals. Sellers tend to do the same because the headline figure feels like the
scoreboard. In actual transactions, the better deal is usually the one that balances price, taxes, payment certainty,
timing, risk allocation, staff continuity, and the physician’s life after closing.

That reality catches many owners off guard. A physician may spend twenty or thirty years building a respected
practice, only to discover that a strong letter of intent can still produce a disappointing outcome if the wrong
terms are buried underneath it. I have seen sellers celebrate a premium valuation, then feel trapped months later
by a long earnout, aggressive clawbacks, or a post-sale employment agreement that stripped away more
autonomy than expected. I have also seen sellers accept a slightly lower top-line price and come out materially
ahead because they negotiated better tax treatment, faster cash at closing, tighter working capital definitions,
and clearer limits on indemnity exposure.

Medical Practice Sales are not generic small-business transactions. Healthcare adds payer complexity, compliance
risk, referral relationships, provider credentialing issues, employment dependencies, and a higher level of
diligence than many owners anticipate. The buyer may be another physician group, a regional platform, a
hospital-affiliated entity, or private equity-backed management. Each type of buyer values the practice differently
and negotiates from a different playbook. The strongest sellers understand that before they ever discuss
numbers.

The first negotiation happens before the first offer
Most leverage is created before the buyer arrives. If the seller waits until the letter of intent to get organized, the
buyer will shape the narrative. If the seller enters the market with clean financials, credible growth data, stable
staffing, and a thoughtful story about risk and upside, the buyer has less room to discount value.

Preparation starts with understanding what is being sold. In many practices, there is a gap between how the
owner informally thinks about profitability and how a buyer will evaluate it. Owners often blend personal
expenses, one-time costs, discretionary compensation, and irregular capital purchases into practice operations. A
buyer will recast earnings, usually focusing on adjusted EBITDA or another profitability proxy depending on size
and specialty. That recast can help the seller, but only if it is documented well.

For example, a solo specialty practice might show reported earnings that look modest on paper, but a careful
normalization reveals that the owner ran a personal vehicle lease, family cell phone plans, and nonrecurring legal
fees through Additional resources the business. It may also show above-market owner compensation. In a lower
middle market transaction, those adjustments can change perceived earnings by tens or hundreds of thousands
of dollars. If the seller identifies and substantiates them first, the practice enters negotiations from a stronger
position.

Operational readiness matters just as much. Buyers get nervous when revenue is concentrated in one physician,
one large payer contract, or one referral channel. Some concentration is normal in physician-owned practices, but
surprises are expensive. If sixty to seventy percent of collections flow through the selling physician’s production,
the buyer will spend a lot of time on transition obligations and retention risk. If a major payer agreement is up for
renewal in six months, that issue will come up repeatedly. The same goes for physician extenders, key managers,
and billing staff. The cleanest negotiation is the one where major risks are identified early and framed honestly.
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Price is only one of the economics
A common mistake in Medical Practice Sales is treating valuation multiples as if they settle the transaction. They
do not. Two offers that both value the practice at, say, five to seven times adjusted EBITDA can have meaningfully
different economics once the details are unpacked.

The purchase price may be split between cash at closing, seller financing, earnouts, rollover equity, and
employment compensation. A buyer may also allocate part of the consideration to restrictive covenants,
consulting payments, or real estate. Each piece carries different risk and often different tax consequences. A
strong negotiator learns to translate every dollar into its likely after-tax, after-risk value.

Consider a simple illustration. A practice receives one offer for $4.5 million, with $3.2 million paid at closing and
the rest tied to a three-year earnout based on provider retention and revenue targets. Another buyer offers $4.2
million, with $3.9 million at closing and a smaller, easier earnout. The first offer looks better in a headline
comparison. It may not be better in reality if the targets depend on variables the seller will no longer control,
such as staffing decisions, marketing support, payer contracting, or scheduling policies after closing. When sellers
do the math conservatively, the supposedly lower offer can be the safer and more valuable one.

Tax structure deserves the same level of attention. Asset sales and equity sales produce different outcomes, and
the allocation of purchase price among tangible assets, goodwill, restrictive covenants, and compensation can
materially affect proceeds. The right structure depends on entity type, state tax rules, basis, and post-closing
plans. Sellers who negotiate tax allocation late usually leave money on the table. Sellers who model it early have a
better chance of pressing for a structure that preserves more net value.

The buyer’s agenda is usually visible if you know where to look
Every buyer has a pressure point. Strategic buyers may care most about geography, referral access, ancillary
service lines, or immediate physician coverage. Platform-backed groups may focus on scale, margin expansion,
and add-on synergies. Hospitals often think differently from private buyers because alignment, market presence,
and service continuity can matter as much as economics.

A seller who understands the buyer’s priorities can negotiate more effectively. If the buyer urgently needs a
presence in a certain market, the seller should not negotiate as if the deal were interchangeable with ten others.
If the buyer’s thesis depends on keeping the founder in place for at least two years, then the employment
agreement is not a side document, it is one of the central economic terms.

This is where sellers benefit from restraint. Many physicians overshare early, especially when they have a good
personal rapport with the buyer. That can weaken leverage. It is one thing to explain why the practice is
attractive. It is another to reveal financial stress, burnout, succession fears, or a hard personal deadline before
competitive tension is established. Good negotiation is not about playing games. It is about controlling timing
and information so the buyer does not use your urgency against you.

The letter of intent sets the battlefield
By the time a definitive purchase agreement arrives, many of the real concessions have already been made. The
letter of intent is Medical Practice Sales often presented as nonbinding, but in practice it anchors the transaction.
Sellers who treat it casually often regret it.

The letter of intent should address more than valuation and exclusivity. It should frame the payment structure,
employment expectations, diligence timeline, treatment of working capital if applicable, major conditions to
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closing, and as many risk-shifting terms as possible. If something is left vague, the buyer’s legal team will usually
fill the gap later in the buyer’s favor.

The provisions worth pressing early include the size of any escrow or holdback, the duration of indemnity claims,
any special indemnities for billing or compliance matters, whether the earnout metrics are objective and
controllable, and whether the buyer can offset future payments. If the seller is expected to remain employed,
compensation and decision rights should not be deferred until the end. Physicians regularly underestimate how
much post-sale frustration stems from a lightly negotiated employment agreement.

One of the best protections is simple competition. A seller does not need a chaotic auction to negotiate well, but
one credible alternative buyer can change the entire tone of the process. Buyers behave differently when they
know they are not the only path to closing.

The terms that deserve the hardest push
Some deal points matter more than others. These are the ones that routinely separate strong outcomes from
disappointing ones:

1. Cash at closing. Money paid at closing is almost always worth more than money tied to future conditions,
especially if the seller loses control after the sale.

2. Earnout design. If an earnout cannot be measured clearly, audited fairly, and influenced reasonably by the
seller, it should be discounted heavily in negotiations.

3. Indemnity scope. Broad post-closing liability can turn a clean exit into years of exposure, particularly in
healthcare where billing and compliance issues draw extra scrutiny.

4. Employment obligations. A restrictive employment agreement can reduce autonomy, compensation
flexibility, and exit options more than many physicians expect.

5. Tax allocation. Small shifts in structure can have a large impact on net proceeds.

That list looks simple. In practice, each point requires detailed drafting and careful judgment. For example, an
earnout based on gross collections may sound objective, but it can still be distorted by billing policy changes,
staffing shortages, payer mix shifts, or delayed credentialing of replacement providers. A seller who accepts
earnout language without operational protections may spend years arguing over results.

Due diligence is a negotiation, not an audit you pass or fail
Physicians often enter diligence with the wrong mindset. They think the goal is to survive scrutiny. The better
goal is to maintain credibility while preventing normal, manageable issues from becoming a basis for retrading
the deal.

Every practice has imperfections. Claims get reworked. A lease may need assignment consent. A physician
assistant contract may be outdated. Credentialing files may be incomplete in places. What matters is whether
those issues are isolated, explainable, and correctable. Buyers become aggressive when problems appear hidden,
inconsistent, or systemic.

One seller I worked with had excellent collections and a loyal patient base, but documentation of a few historical
physician arrangements was messy. Nothing suggested fraud or intentional abuse, yet the buyer tried to use that
ambiguity to justify a broad special indemnity and a larger escrow. The turning point came when the seller’s team
framed the issue clearly, brought in experienced healthcare counsel, and showed both the historical context and



the remediation steps already underway. The buyer still received comfort, but the final risk allocation was far
narrower than originally proposed.

That is the pattern in many deals. Diligence findings do not automatically kill value. Poor responses do. The best
responses are prompt, organized, factual, and calm. Emotional defensiveness rarely helps. Nor does excessive
legal aggression early in the process. Buyers need confidence that the seller understands the business and is not
hiding the ball.

Post-sale employment can be a hidden price reduction
Many practice owners focus intensely on sale proceeds and barely negotiate the employment agreement that
follows. That is a mistake, especially when a significant part of value depends on the physician staying on for one
to three years.

If the physician plans to keep working, compensation methodology matters. Will pay be based on collections,
work RVUs, salary plus incentive, or some hybrid? Who controls staffing, scheduling templates, procedure block
time, and payer participation decisions? What support will be provided for recruiting an associate or replacing
attrition? If compensation falls because the buyer underinvests in operations, the seller bears a cost that may
never be reflected in the purchase price discussion.

Noncompete and nonsolicitation restrictions also deserve close attention. A physician who thinks retirement is
certain may still want flexibility if circumstances change. Life after closing does not always unfold as expected.
Illness, family changes, strategic disagreements, or compensation disputes can make a once-reasonable
commitment feel much heavier.

A useful rule is to read the employment agreement as if the relationship will go badly, not as if everyone will
remain friendly. That does not mean assuming bad faith. It means acknowledging that incentives can diverge
quickly after closing.

Specialty, size, and structure all change the negotiation
There is no universal template for Medical Practice Sales because specialty economics vary widely. A dermatology
group with strong cosmetic revenue, ancillaries, and multiple providers may attract a different buyer universe
from a primary care practice with thin margins but stable patient panels. An ophthalmology practice with ASC
relationships, optical revenue, and real estate can present a much richer negotiation landscape than a smaller
office-based practice without ancillaries. Dentistry, while adjacent in some transaction discussions, follows its own
market conventions and should not be treated as interchangeable with physician practice deals.

Size matters too. In smaller transactions, buyers may rely more heavily on seller continuity and local relationships.
In larger deals, private equity-backed buyers may be disciplined around platform metrics and integration plans.
The negotiation strategy should reflect those realities. A founder-heavy practice needs to think hard about
transition risk. A multi-provider group with established management may have more leverage to demand front-
loaded economics.

Entity structure can complicate things further. Professional corporation rules, management company
arrangements, state-specific ownership restrictions, and real estate separation all affect how a deal can be
designed. These are not details to address after business terms are set. They shape which terms are realistic in the
first place.

When to concede, and when not to



Good negotiators are not rigid. They know where flexibility buys progress and where it creates avoidable pain.
Sellers should usually be willing to concede on points that do not materially change value or control, provided
the concession helps close the deal on stronger core terms. Endless fights over low-impact provisions can
exhaust momentum and signal inexperience.

The harder part is recognizing false trade-offs. Buyers sometimes bundle reasonable requests with overreaching
ones so the package feels balanced. A request for customary reps and warranties may be paired with an
unusually long survival period. A modest earnout may be tied to broad offset rights. A fair noncompete radius
may be buried inside an employment agreement with unilateral scheduling power and weak termination
protections. The seller’s job is to separate those issues and negotiate each on its own merits.

One practical framework helps. Before the first serious negotiation, decide which terms are essential, which are
important but tradable, and which are largely cosmetic. That discipline prevents emotional bargaining and keeps
the team aligned when the buyer starts moving pieces around.

The advisor team often pays for itself in negotiation leverage
Physicians sometimes hesitate to spend money on advisors because transaction costs feel painful in the moment.
I understand the instinct. Nobody enjoys writing checks for legal, accounting, tax, and possibly banker fees
before the proceeds are in hand. Yet weak representation can be far more expensive than a strong advisory team.

At minimum, sellers should have healthcare-experienced legal counsel and tax advice tailored to the deal
structure. A quality-of-earnings review, even a limited one, can also be valuable in the right transaction because it
helps the seller defend normalized earnings before the buyer imposes its own view. In larger or more competitive
processes, an investment banker or specialized broker can create bidder tension, improve messaging, and keep
negotiations from becoming overly personal.

Not every practice needs the same level of support. A small internal succession sale is different from a private
equity-backed recapitalization. But almost every seller benefits from having at least one advisor in the room who
has seen dozens of purchase agreements and knows where buyers typically push hardest.

A short checklist before you sign anything
Use this as a final discipline check before moving from enthusiasm to commitment:

1. Compare offers on net after-tax proceeds, not headline price.

2. Stress test every earnout and deferred payment under conservative assumptions.

3. Read the employment agreement with the same care as the purchase agreement.

4. Quantify post-closing liability exposure, including escrow, holdbacks, and indemnities.

5. Confirm that your personal goals, retirement timing, autonomy, staff concerns, and patient continuity actually
align with the deal structure.

That last point is easy to overlook. The best deal on paper can still be the wrong deal for the physician. Some
owners want a clean exit and should resist structures that keep too much money at risk. Others want a partner to
help grow ancillaries, recruit associates, or expand locations, and may willingly accept some rollover equity or
longer transition obligations. There is no prize for copying someone else’s transaction.

Better negotiation comes from clarity, not aggression



The physicians who negotiate best are not always the toughest personalities in the room. Often they are the
clearest thinkers. They know what they want, what they can prove, what they can live without, and where the true
risks sit. They understand that a medical practice sale is both a financial event and a professional transition. That
perspective keeps them from being dazzled by top-line numbers or bullied by unnecessary complexity.

A better deal usually comes from a few disciplined habits: prepare your financial story before the buyer tells it for
you, understand the buyer’s motives, negotiate key terms at the letter of intent stage, treat diligence as an
opportunity to preserve credibility, and never separate the sale price from the post-sale reality.

When those habits are in place, negotiations become less mysterious. The seller stops reacting and starts
steering. In Medical Practice Sales, that shift often makes the difference between a transaction that merely closes
and one that truly works.


