
Selling a medical practice is rarely a simple transfer of charts, equipment, and goodwill. Buyers are purchasing
future cash flow, and they will study your numbers with a sharper eye than many owners expect. A practice that
feels busy can still underperform on paper. A practice with an excellent reputation can still suffer a valuation
discount if earnings look fragile, coding is inconsistent, staffing is bloated, or collections lag behind production.

That gap between perception and value is where many owners lose money.

When sell medical practice physicians start thinking about Medical Practice Sales, they often focus first on
timing, deal structure, or whether they should sell to a hospital, private equity-backed platform, or another
physician. Those are important decisions, but profitability almost always has a bigger effect on value than owners
assume. The market does not reward effort. It rewards durable earnings, clean operations, and a business that
can continue performing after the seller steps back.

I have seen two practices in the same specialty, in the same metro area, command very different outcomes. One
had strong revenue but little discipline. Compensation was loose, supply purchasing was unmanaged, aging
receivables were tolerated, and several services were underpriced relative to the local market. The other was not
dramatically larger, but it had stable EBITDA, tighter schedules, better payer performance, and clear monthly
reporting. Buyers treated the second practice as an asset. They treated the first like a cleanup project.

If you plan to sell in the next 12 to 36 months, this is the window to improve profitability. Not through gimmicks,
not through one-time cuts that hurt the practice, but through changes that hold up during due diligence.

Buyers pay for earnings they trust
Most sellers understand, in broad terms, that a more profitable practice is worth more. What gets missed is that
buyers do not just value current profit. They value profit that appears repeatable, understandable, and
transferable.

A temporary spike in collections, driven by an old accounts receivable push, may help cash flow but will not
necessarily increase purchase price. A sudden expense drop caused by deferring maintenance or underinvesting
in staff training may actually concern a buyer. On the other hand, a sustained improvement in provider
productivity, payer yield, patient retention, or staffing efficiency can materially change how the practice is
underwritten.

For many Medical Practice Sales, the key metric is adjusted EBITDA, not net income from the tax return. Buyers
normalize owner compensation, personal expenses run through the business, and one-off items. That can work in
a seller’s favor, but only if the financials are clear and credible. Sloppy books can erase the benefit of legitimate
add-backs because buyers stop trusting the story.

A practical way to think about this is simple. If a buyer believes your practice can reliably generate another
$200,000 in annual EBITDA, the value increase may be several times that amount, depending on specialty, growth
profile, provider reliance, and market demand. Improving profit before a sale is one of the few areas where
operational work can produce a multiple effect.

Start with clean financial visibility
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Before changing operations, get clear on what the practice is actually earning.

Many physician owners review income statements that are technically accurate enough for tax filing but too
crude for valuation planning. Expenses are lumped together. Owner perks sit inside office overhead. Associate
compensation is mixed with owner draws. There is no meaningful service-line reporting. Inventory use is
estimated loosely. The result is a practice that may be better than it looks, or worse.

A buyer’s diligence team will pull this apart quickly. You should do that work first.

At minimum, management should be able to answer a few basic questions without guessing. Which providers
generate the highest margin, not just the highest charges? Which payer contracts consistently underperform?
How much of overhead is fixed versus variable? Which locations, if you have more than one, actually contribute
profit after allocating shared costs? How much revenue is tied to one physician whose departure would hit
collections immediately?

If those answers are unavailable, the first profitability project is reporting. That may not feel like a profit lever, but
in practice it often is. Once you can see where margin leaks exist, the fixes become obvious.

One orthopedic group I worked with believed its in-office procedure line was carrying the practice. After
separating labor, supply cost, room utilization, and payer mix, the physicians discovered a narrower margin than
expected. A different service, less glamorous and less discussed internally, produced more profit because
workflow was tighter and reimbursement more predictable. That changed scheduling priorities within a quarter.

Revenue cycle improvement is usually the fastest lever
In most practices, there is money sitting in the revenue cycle long before anyone needs to slash expenses. Claims
are not filed promptly, denials are appealed inconsistently, underpayments go unchallenged, eligibility mistakes
create preventable write-offs, and aging receivables are accepted as a normal annoyance rather than a solvable
operating problem.

A buyer will look closely at days in A/R, net collection rate, denial trends, bad debt, and the percentage of
receivables older than 90 or 120 days. Weak performance in those areas tells a buyer two things. First, current
earnings may be understated because cash is being left behind. Second, the office may depend on heroic effort
from a few staff members instead of a controlled system.

Improving collections before a sale does not mean pressuring staff to make aggressive calls for 60 days and then
relaxing. It means fixing the front-end and back-end processes that create preventable leakage.

Eligibility verification is a good example. When front-desk teams confirm benefits with discipline, collect the right
patient balances up front, and communicate financial responsibility clearly, downstream headaches fall. Rework
drops. Bad debt decreases. Staff morale often improves because fewer patients are surprised and angry later. This
is not glamorous work, but buyers love boring systems that produce steady cash.

Coding and charge capture deserve the same level of attention. Under-coding is common in practices where
providers are busy, documentation habits vary, or internal education has fallen behind payer scrutiny. Over-
coding is riskier still, because a buyer may worry about future recoupments or compliance exposure. A targeted
coding audit, followed by training and documentation cleanup, can improve both profitability and deal
confidence.

Pricing and payer strategy can move margin more than volume



Physicians often assume that revenue growth requires more visits, more procedures, or more providers.
Sometimes it does. But before adding complexity, review what the practice is being paid for the work it already
performs.

Commercial payer contracts are often neglected for years. Rates auto-renew. Fee schedules are not
benchmarked. Underpayments are not tracked. Ancillary services, if offered, may be priced below local market
because no one revisited them after launch. Self-pay policies may be inconsistent across locations or providers.

This is one of the most overlooked areas in Medical Practice Sales preparation because it feels uncomfortable.
Many physicians would rather discuss staffing than negotiate reimbursement. Yet a modest increase in payer
rates on high-volume codes can have a direct and durable effect on EBITDA.

The right approach depends on specialty and local leverage. A highly differentiated specialty group with limited
competition may have room for stronger negotiation. A primary care practice in a crowded market may have less.
Still, almost every practice benefits from at least reviewing contract terms, carve-outs, bundling rules, and
payment variance.

Sometimes the profit improvement comes not from higher rates, but from better payer mix. One multisite
practice expanded a satellite location into an area with favorable demographics and employer coverage. Over
time, the shift in payer composition improved margin meaningfully without changing clinical quality or visit
length. That kind of improvement is valuable to buyers because it reflects market positioning, not just internal
cost cutting.

Tighten scheduling without turning the office into a factory
Poor scheduling quietly erodes profit. Providers lose usable clinical time to preventable no-shows, mismatched
visit lengths, underbooked templates, and bottlenecks created by rooming or check-out. Owners often live with
this because the day still feels full. Buyers measure it differently. They ask how much revenue and margin the
practice could produce with the same providers and the same square footage if operations were more efficient.

This does not mean cramming patients into every opening. A practice that burns out clinicians or ruins patient
experience to lift short-term numbers will not sustain the gain. The real goal is to align visit types, staffing
support, and provider templates so the schedule reflects actual demand.

A dermatology office once told me it had no capacity issue because physicians were already “packed.” After a
simple template review, the office discovered that procedure slots were being protected too aggressively on
certain days while consult demand was overflowing on others. The practice was not too full. It was misallocated.
Adjusting those templates improved throughput and reduced leakage to outside competitors.

Look closely at cancellation patterns as well. If new patient waits are long but same-week cancellations go
unfilled, the problem may be reminder systems, poor recall management, or a lack of short-notice scheduling
processes. Even small improvements in fill rates can matter over a full year.

Staffing should be efficient, not starved
One of the worst pre-sale mistakes is indiscriminate cost cutting in payroll. Labor is usually one of the largest
expenses in a medical practice, so owners naturally look there first. But cutting the wrong people, freezing
necessary hiring, or paying below market can hurt profitability more than it helps.

Buyers notice when a practice is limping along on understaffed operations. They see rising turnover, provider
dissatisfaction, slower rooming, charge lag, weaker patient retention, and hidden dependence on one or two



overworked employees. That is not lean. That is fragile.

The right labor review asks whether staffing aligns with workload and whether team members are deployed well.
In some offices, highly paid clinical staff perform tasks that could be shifted safely to lower-cost roles. In others,
providers do administrative work that should have been delegated years ago. Cross-training often adds more
value than headcount cuts because it reduces disruption when someone is absent and smooths handoffs across
the patient journey.

Compensation structure matters too. If bonus plans reward volume without regard to collections, margin, or
quality, behavior can drift. If associate physician contracts are out of sync with market economics, profitability
may be harder to improve than owners realize. The point is not to squeeze people. It is to design a staffing model
that supports stable, scalable earnings.

A useful checkpoint is whether the practice can explain, line by line, why each major staffing expense exists and
how it contributes to revenue, retention, compliance, or operational capacity. If the answer is vague, there is
probably room for better deployment.

Service lines deserve a hard look
Not every service offered by a practice deserves to survive until sale. Some create strategic value even with
modest direct margins because they increase retention, attract referrals, or improve patient convenience. Others
consume disproportionate staff time, space, or supplies while adding very little profit.

Owners often keep unprofitable service lines because they have been around for years, a senior physician likes
them, or patients expect them. That may still be the right choice clinically or reputationally. But before a sale,
every meaningful service should be reviewed for contribution margin and strategic purpose.

This is especially important in practices with ancillary offerings such as imaging, physical therapy, infusion,
aesthetics, lab services, or durable medical equipment. Ancillaries can be powerful value drivers when they are
well run. They can also become operational distractions if utilization is weak or billing is inconsistent.

The question is not simply, “Does this generate revenue?” The question is, “Does this improve enterprise value?”
Sometimes the best answer is to invest in a service line and tighten execution. Sometimes it is to narrow the
offering. Sometimes it is to exit entirely and simplify the story for buyers.

What to fix first if the sale horizon is close
When owners have less than a year before going to market, priorities matter. You will not transform every part of
the practice in a few quarters, and buyers can usually tell when improvements are rushed. Focus on the areas
where gains are measurable, sustainable, and easy to support in diligence.

Clean the financial statements and separate true add-backs from ordinary operating expenses.

Reduce obvious revenue cycle leakage, especially denial management, charge lag, and aging receivables.

Review provider templates, no-show recovery, and visit mix to improve throughput without harming care
quality.

Reassess major vendor contracts, supply costs, and any bloated overhead categories that lack a clear return.

Document the systems behind the improvements so buyers see a process, not a temporary push.

Those steps are not flashy, but they tend to hold up under scrutiny. They also improve the odds that a buyer will
give full credit for stronger earnings instead of discounting them as timing noise.



Overhead control is about discipline, not austerity
Most practices have at least some overhead that has drifted over time. Rent may be above market because a
lease was never revisited. Supply ordering may be fragmented across providers with no standardization. Software
subscriptions accumulate. Equipment service agreements auto-renew. Marketing spend continues out of habit
rather than evidence.

A careful overhead review can improve margin quickly, but context matters. Some expenses are worth protecting
because they support provider productivity or patient retention. Others look small individually and large in
aggregate. A buyer will care less about whether you spent money and more about whether spending appears
intentional.

Supply cost management is a frequent opportunity. In procedural specialties especially, variation in physician
preference can create purchasing inefficiency. Standardizing where clinically appropriate, negotiating with
vendors, and tracking wastage can produce meaningful savings. The same is true for outsourced services such as
billing, transcription, IT support, and collections. Long relationships often survive without performance review.

That said, be careful not to hollow out the practice right before a sale. Deferring equipment replacement,
neglecting facility upkeep, or slashing patient-facing services may lift trailing earnings but create a credibility
problem. Sophisticated buyers adjust for underinvestment. They know the difference between efficiency and
postponement.

Buyers will test whether profit survives after the owner leaves
A practice can be profitable and still sell at a discount if too much of that profit depends on the owner personally.
This is especially relevant in solo and founder-led practices. If referrals, patient loyalty, hiring, payer relationships,
and clinical volume all flow through one physician, a buyer sees concentration risk.

Improving profitability before a sale should therefore include making the business less dependent on the seller.
That may involve strengthening associate providers, formalizing referral outreach, documenting workflows, and
reducing the number of decisions that require owner intervention.

Here are some of the concerns buyers commonly raise during diligence:

Is revenue concentrated in one provider or one referral source?

Are recent profit gains tied to one-time actions rather than repeatable systems?

Will staff stay after the transaction, and are key roles documented well enough for continuity?

Are compliance, coding, and billing practices solid enough to support future earnings?

Does the patient base appear stable, with healthy retention and a manageable dependence on the selling
physician?

The more convincingly you can answer those questions, the more likely a buyer is to treat current profitability as
durable.

Document the story before the buyer writes their own
There is a practical side to all of this that owners underestimate. Even strong performance can be discounted if it
is poorly explained. If earnings improved because you renegotiated payer contracts, show the effective dates and
realized impact. If staffing efficiency improved because you redesigned MA coverage and reduced overtime, have



the payroll trend ready. If no-show rates fell after implementing a better reminder sequence, document the
before-and-after pattern.

This matters because Medical Practice Sales are not won by numbers alone. They are won by numbers supported
by a coherent operating narrative.

A buyer reviewing the last 12 to 24 months wants to understand what changed, why it changed, and whether the
result is likely to continue. If the answers are scattered across emails, staff memory, and inconsistent reports, the
buyer fills in the blanks conservatively. If the answers are organized, the seller controls the interpretation.

A short quality-of-earnings preparation effort, even done informally before entering a process, can pay for itself
many times over. It forces the practice to reconcile reported income with normalized EBITDA, identify
vulnerabilities, and prepare support for add-backs and trend changes. Sellers who do this work are usually better
positioned in negotiation because they are not discovering their own issues in real time.

The best profitability gains preserve the practice’s reputation
There is always tension between maximizing near-term earnings and protecting the clinical identity of the
practice. Buyers may like rising margins, but they also value stable referral relationships, strong online reviews,
low compliance risk, and providers who are not exhausted. A practice that boosts profit by worsening access,
rushing visits, or alienating staff can end up weaker by the time it reaches market.

That is why the best pre-sale improvements tend to be operationally mature rather than aggressive. Better
coding. Better collections. Better schedule design. Smarter staffing. Rational pricing. Cleaner service line choices.
Lower waste. Clearer reporting. Those are not cosmetic changes. They are signs of a business that is run well.

Owners sometimes ask when to begin. Ideally, two to three years before a sale. That gives enough time for
improvements to show up in trailing financials and enough runway to prove they are stable. But even if your
timeline is shorter, meaningful gains are still possible if you focus on the right levers and avoid panic moves.

A profitable practice is attractive. A profitable practice with disciplined operations, defensible earnings, and a
clear transition story is far more valuable. That difference often determines whether a seller receives a polite offer,
a competitive process, or a premium outcome.


