When a medical practice changes hands in La Jolla, the headline number gets most of the attention. Buyers ask
whether collections support the price. Sellers want to know how much cash they will walk away with. Bankers
focus on debt service. Accountants model taxes. Lawyers mark up the purchase agreement. Yet one structural

choice often shapes all of those conversations more than people expect: is this an asset sale or a stock sale?

That distinction sounds technical until real money is attached to it. | have seen deals that looked nearly identical
at the letter of intent stage end with dramatically different economics because the parties did not appreciate how
the structure affected taxes, liabilities, payer contracts, employee transitions, and even the emotional tone of
closing. In Medical Practice Sales in La Jolla, where many practices are valuable because of reputation, referral
patterns, coastal demographics, and a high concentration of established physicians nearing retirement, the issue

comes up constantly.

La Jolla is not a generic market. Specialty mix matters here. A concierge internal medicine office near the Village
is different from a multi-provider dermatology practice with cosmetic revenue, and both are different from a
specialty surgical group that depends on hospital privileges and call coverage. The right structure depends on

the kind of entity being sold, the practice’s compliance history, its lease, its contracts, and the goals of each side.

Why the structure matters more than many physicians expect

A seller often thinks in simple terms: “I own the practice, so I'm selling the practice.” A buyer often thinks
differently: “I want the patient base, the equipment, the charts, the name, the phone number, and the goodwill,

but | do not want yesterday’s headaches.”

That difference in perspective is why most Medical Practice Sales are structured as asset sales rather than stock
sales. In an asset sale, the buyer purchases selected assets and sometimes assumes selected liabilities. In a stock
sale, the buyer purchases the shares or membership interests of the entity itself and steps into ownership of the
whole company, along with known and unknown liabilities unless the documents and the law carve out
exceptions.

On paper, that sounds straightforward. In practice, it affects almost every part of the transaction.

A La Jolla cardiology group with a clean corporate history, stable billing, and valuable commercial contracts may
be a candidate for a stock transaction if the buyer needs continuity and wants to avoid re-papering every

agreement. By contrast, a solo practice with older compliance processes, a mixed payroll setup, and some stale



accounts receivable issues is usually a better fit for an asset deal. The buyer can acquire what is useful and leave

behind most of the legacy risk.

The legal structure of the seller's entity also matters. A sale of a corporation taxed as a C corporation presents a
very different tax picture than the sale of an S corporation or an LLC taxed as a partnership. Physicians are often
surprised to learn that a structure that looks better from the buyer’s side can be materially worse for the seller

after taxes.

What an asset sale looks like in a medical practice transaction

In an asset sale, the purchase agreement specifies exactly what the buyer is acquiring. That often includes
furniture, fixtures, equipment, supplies, certain intellectual property, the practice name, websites, phone numbers,
patient records subject to legal requirements, goodwill, and sometimes accounts receivable. It may also include

assignment of the lease, assignment of payer contracts if permitted, and offers of employment to key staff.

The buyer usually does not automatically take on every liability of the seller. Instead, the agreement identifies any
“assumed liabilities,” which might include obligations under the lease from and after closing, prepaid patient
obligations, or service contracts the buyer wants to continue. The seller generally retains pre-closing taxes,
payroll obligations, overpayment issues, billing disputes, malpractice tail responsibility if applicable, and other

historical exposure unless the contract says otherwise.

That is why buyers like asset sales. The structure offers more control. A buyer can cherry-pick the valuable parts

of the practice while reducing the chance of inheriting hidden trouble.

From a practical standpoint, asset sales can also be cleaner when the seller has not maintained perfect corporate
records. That is common in small or mid-sized practices. Minutes may be missing. Old ownership changes may
not have been fully documented. There may be legacy relationships with a spouse, a former partner, or a
management company that nobody has looked at in years. Rather than trying to repair all of that before a stock

transfer, parties often move forward with an asset deal.

For the seller, the downside is often tax. The seller may recognize different types of gain depending on how the
purchase price is allocated among equipment, supplies, restrictive covenants, accounts receivable, and goodwill.
Some of that gain may be taxed less favorably than capital gain. In some entity structures, especially C
corporations, the tax friction can be severe because the corporation pays tax on the sale and the owner pays tax

again when proceeds are distributed.

That double-tax result is one of the most painful surprises in Medical Practice Sales. It can turn an apparently

attractive offer into a disappointing net outcome.

What a stock sale looks like, and why it is less common

In a stock sale, the buyer acquires the ownership interests of the entity itself. If the practice is a professional
corporation, the buyer purchases the stock. If it is an LLC, the buyer acquires membership interests. The bank

account, tax ID, contracts, and entity stay in place unless the parties choose to change them later.

This can preserve continuity in a way that an asset sale does not. The entity remains the contracting party.
Depending on the wording of contracts, a stock sale may avoid some assignment issues that an asset deal would
trigger. In a practice with important managed care agreements, hospital relationships, or long-standing office

leases, that continuity can be valuable.



The problem is risk. The buyer is not merely buying equipment and goodwill. The buyer is buying the whole
company, including its history. If there was improper coding three years ago, a wage-and-hour issue with staff,
unpaid sales tax on retail products, a sloppy HIPAA process, or a hidden dispute with a former employee, that
exposure can travel with the entity. Strong indemnity provisions help, but indemnity is only as good as the seller’s

financial ability and willingness to honor it after closing.

This is why pure stock deals in physician practice acquisitions are relatively rare unless several things are true at
once. The seller's books are clean. The entity has unusual value as a continuing platform. The buyer's diligence is
thorough. The parties can agree on escrow, holdbacks, indemnity caps, and survival periods that reasonably

protect the buyer. And the tax benefit to the seller is large enough to justify the buyer taking more risk.

In La Jolla, | often see stock transactions considered for established specialty groups where the entity itself has
strategic value beyond the usual patient goodwill. Even then, many buyers ask for a price adjustment or stronger

post-closing protections to compensate for the added exposure.

The tax conversation usually drives the negotiation

If you sit in on enough deal calls, you learn quickly that “asset versus stock” is often shorthand for “buyer

protection versus seller tax efficiency.”

A buyer usually prefers an asset sale because the buyer can often obtain a tax basis step-up in the acquired
assets. That means future depreciation or amortization deductions may be available, especially for goodwill and
certain intangible assets. Those deductions have real value. For a profitable practice, that future tax benefit can

improve the economics of the deal over time.

A seller often prefers a stock sale because, depending on entity type and tax posture, the seller may get more
favorable capital gains treatment and avoid some of the unpleasant allocation issues found in asset transactions.

For owners of C corporation medical practices, that preference can be especially strong.

This does not mean the seller always wins on a stock structure. Buyers know the seller is receiving a benefit. They
may push for a lower price, a bigger escrow, or tougher reps and warranties. At that point, the parties are not

debating labels. They are negotiating the economic value of risk and tax treatment.

A simple example shows why the discussion can become intense. Assume a La Jolla practice has a purchase price
around $2 million. In an asset sale, after accounting for allocation, transaction costs, and the seller’s tax posture,
the owner may net meaningfully less than under a well-structured equity transaction. On the buyer's side, the
asset deal may provide stronger liability protection and better future deductions. The gap between those

positions can easily reach six figures. That is enough to make or break a deal.

No responsible adviser should promise a universal answer because the tax result turns on details. But one lesson
holds up across transactions: physicians should run after-tax scenarios early, before they become emotionally

attached to a price.

In La Jolla, goodwill is often the real asset being sold

Many physicians think of a sale as a transfer of charts and exam tables. In higher-value practices, especially in La
Jolla, the primary asset is often goodwill. That goodwill may come from a recognizable physician name, deep
referral relationships, patient loyalty, online reviews, coastal convenience, or a niche specialty reputation built

over decades.



Goodwill is also where structure and value intersect. In an asset sale, the buyer wants the goodwill expressly
transferred and protected. That is why non-compete and non-solicitation provisions matter so much, subject to
California law and professional rules. Even where broad non-competes are restricted, the parties still address

patient transition, announcement timing, staff communication, and conduct that could undermine the handoff.

If the seller plans to work for the buyer after closing, the structure needs to support continuity. Patients often stay
when the transition is orderly and the seller remains visible for a period of time. They disappear when the change

feels abrupt or mistrust develops among staff.

This is especially true in concierge medicine, psychiatry, reproductive medicine, dermatology, and elective cash-
pay specialties. In those settings, goodwill can erode quickly if communication is mishandled. A buyer who pays
for that goodwill in an asset sale will want careful documentation around transition duties, use of the physician’s

name, and post-closing cooperation.

Contracts, licenses, and consents can change the answer

One reason stock sales occasionally gain traction is that contracts can be messy in asset deals. A commercial
lease may require landlord consent to assignment. Payer agreements may prohibit assignment or require notice.
Equipment leases and software licenses may need approval. Hospital or surgery center arrangements may also

contain change provisions.

In a strong market like La Jolla, landlords and contracting parties sometimes use their consent rights as leverage.
They may ask for updated financials, revised guarantees, or lease modifications. That can delay closing or shift

costs.

Still, physicians should not assume a stock sale avoids all consent issues. Many contracts define a change in
ownership as a deemed assignment or require notice upon a transfer of control. Some professional and
regulatory approvals may also be implicated regardless of structure. Buyers who assume that equity deals are

frictionless often learn otherwise during diligence.

What matters is mapping the contracts early. A transaction timeline built on hope rather than review usually slips.

Due diligence is where structure gets tested

| have watched more than one deal start as a proposed stock sale and convert to an asset sale after diligence
uncovered avoidable problems. The most common triggers are not dramatic fraud stories. They are ordinary

operational issues that become expensive when inherited.
Here are the risk areas that most often reshape the structure:

¢ billing and coding patterns that look aggressive or poorly documented
* employee classification, overtime, and paid leave compliance issues

® unresolved payer recoupments or refund exposure

* weak privacy and security practices involving patient information

® incomplete corporate records, owner agreements, or tax filings
None of these automatically kills a transaction. But each makes a buyer less willing to acquire the entity itself.

A well-prepared seller can improve the odds of preserving options. Clean up charting and coding processes

before going to market. Reconcile payroll practices. Review old contracts. Resolve or at least disclose known



disputes. Make sure corporate governance documents are in order. That preparation pays for itself because it

reduces surprises, and surprises usually cost the seller money.

The accounts receivable question is more important than it sounds

One edge case that deserves attention is accounts receivable. In many asset sales, the seller retains receivables
collected after closing for pre-closing services. The buyer acquires the going-forward practice but not the old

money. That sounds simple until billing systems, payer timing, and staff transitions complicate it.

If the seller retains receivables, the parties need a clear collection process. Who submits lingering claims? Who
posts payments? Who handles denials tied to pre-closing dates of service? Who communicates with patients

about balances? If the buyer is using the same space, staff, and software after closing, those tasks can blur fast.

In some Medical Practice Sales in La Jolla, especially larger or more sophisticated transactions, the buyer
purchases receivables at a discount or the parties engage a third-party billing company for runoff. That can
reduce confusion but requires careful valuation. Old receivables are rarely worth face value. Specialty, payer mix,

aging, and denial history all matter.

| have seen sellers overvalue receivables and buyers undervalue the administrative burden. Both mistakes create

friction after closing, when goodwill between the parties is already under pressure.

Employment and retention can outweigh the legal structure

A practice sale is not only a transfer of assets or shares. It is also a transfer of habits, relationships, and daily
routines. Front desk staff know which patients need extra time. Medical assistants know the physician’s
preferences. Billers understand local payer quirks. A departing office manager can do more damage to value than

a disputed copier lease.

This is why employee planning matters whether the deal is structured as an asset or stock sale. In an asset
transaction, employees usually terminate with the seller and are offered new employment by the buyer. That
process requires careful handling of accrued benefits, final pay rules, onboarding, and communication. In a stock
sale, employment continuity may look easier because the entity remains the employer, but that does not remove

the human risk. If staff fear layoffs or culture change, they may leave before or right after closing.

For La Jolla practices, where patient expectations tend to be high and relationships long-standing, retention often
has direct revenue impact. A mature specialty practice can lose momentum quickly if patients encounter turnover

at the front desk, confusion over scheduling, or uncertainty about who is now in charge.

The legal structure is important. The retention plan is often just as important.

A practical way to decide which structure fits

When physicians ask me whether an asset sale or stock sale is “better,” the honest answer is that the better
structure is the one that properly prices risk, preserves value, and leaves both sides with a workable post-closing

arrangement. Start with the reality of the practice rather than with abstract preference.
A useful way to frame the issue is to ask a few grounded questions:

* Does the entity have a clean enough history that a buyer can reasonably accept legacy risk?
* Are there contracts or licenses whose continuity is valuable enough to justify an equity transfer?

* How different are the parties’ after-tax outcomes under each structure?



e Will staff, patients, and referral sources experience the transition more smoothly under one model?

e |f the buyer insists on a stock sale discount or an asset sale premium, does the math still work?

These are business questions disguised as legal ones.

The negotiation often ends in a hybrid economic compromise

Many deals do not land at either party’s first-choice position. The buyer may accept an equity-style outcome if
the seller funds a meaningful escrow, agrees to a longer indemnity period for tax and compliance matters, and
provides extensive disclosures. The seller may accept an asset sale if the purchase price increases, the allocation is

negotiated carefully, and the buyer helps create a smoother transition for employees and patients.

That is where experienced counsel and tax advisers earn their keep. The right answer is often not a doctrinal

answer. It is a negotiated one.

| once saw a specialty practice transaction where the seller strongly preferred a stock sale for tax reasons, while
the buyer flatly refused to inherit the entity. The eventual solution was an asset purchase at a revised price,
combined with a detailed transition services arrangement and a highly negotiated allocation that improved the
seller’s tax result without pushing the buyer beyond its risk tolerance. Neither side got exactly what it wanted at
the beginning. Both sides closed, and the practice performed well after the handoff. That is what a successful

structure choice looks like in real life.

What sellers in La Jolla should do before going to market

Physicians considering Medical Practice Sales in La Jolla can improve leverage by preparing before the first buyer

call. Structure is easier to optimize when the seller is not responding defensively to diligence findings.

Get the tax picture modeled early. Review the entity type and ask what an asset sale and a stock sale would each
mean after taxes. Audit the core contracts. Confirm whether the lease can be assigned and on what terms. Review
payer agreements for change-of-control language. Clean up basic corporate records. Make sure employee files
and payroll practices are in order. If there are known Find more information coding or refund issues, address

them before marketing the practice.

That work is not glamorous, but it changes outcomes. Buyers pay more, and negotiate less aggressively, when

they believe the practice has been run carefully.

The bottom line for physicians weighing a sale

Asset sales dominate medical transactions for understandable reasons. Buyers want to acquire value without
inheriting unnecessary baggage. Stock sales remain possible, and sometimes preferable, when continuity,

contract preservation, or seller tax efficiency justifies the extra diligence and negotiated protections.

For most physicians, the key is not memorizing the legal distinction. It is understanding how that distinction
changes the actual dollars, obligations, and risks attached to the deal. In Medical Practice Sales, especially in a

sophisticated market like La Jolla, structure is not a footnote. It is one of the main drivers of net outcome.

A physician who focuses only on purchase price can end up disappointed. A physician who understands
structure, tax impact, liability allocation, and transition planning is far more likely to close a deal that looks good

on paper and still feels good six months later.
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FAQ About Medical Practice Sales in La Jolla

How much does a medical practice sell for?

Most medical practices sell for 3-6x EBITDA, though specialty-specific factors and market conditions can push
valuations higher or lower. For example, dermatology and ophthalmology practices often command premium

multiples due to favorable reimbursement models and growth potential.

Can a non-doctor own a medical practice in California?

Non-physicians cannot own a California medical practice directly, nor can they own a majority stake in a medical

Professional Corporation (PC).

Is owning a medical practice profitable?

Yes, owning a medical practice can be highly profitable, but it requires navigating high startup costs, complex
billing, and significant overhead. While income potential can exceed employed hospital positions, success heavily

depends on patient volume, payer mix, and clinical specialty.



