Selling a medical practice in La Jolla is rarely just a financial transaction. It is usually the handoff of a reputation, a
referral network, a patient base, and years, sometimes decades, of clinical work. Buyers understand that. So do
lenders, attorneys, and accountants. Yet one of the most common reasons strong practices lose momentum in

the sale process has nothing to do with patient care quality or local demand. It comes down to the books.

Clean financials are not a cosmetic detail in Medical Practice Sales in La Jolla. They shape valuation, buyer
confidence, deal structure, financing terms, and the odds that a transaction actually closes. A practice can have a
desirable coastal location, loyal patients, and excellent providers, but if the financial records are murky, every

other strength gets discounted.

In a market like La Jolla, where buyers are often sophisticated and have options, that discount can be meaningful.
Some are physician buyers looking for a stable platform. Others are larger groups, specialty operators, or
investors backing management teams. Almost all of them will tolerate normal operational imperfections. They
will not tolerate uncertainty around revenue quality, expenses, tax reporting, or the true earnings power of the

practice.

Why buyers focus on financial clarity so early

Most buyers start with a simple question: what am | really buying here? Not in theory, but in dollars. They want to
know how the practice makes money, how reliable that money is, what expenses are necessary to keep it

operating, and what cash flow remains after normalizing owner-specific items.

That last point matters more than many sellers realize. In owner-operated practices, especially those held for
many years, the business and personal lines often blur. A vehicle expense might run through the practice. Family
payroll may be legitimate, semi-legitimate, or loosely documented. Travel, meals, cell phones, dues, continuing
education, and home office expenses may all be mixed together. None of that is unusual. What matters is

whether it can be identified, explained, and adjusted with support.

When buyers look at financial statements, they are not simply checking whether the practice is profitable. They
are testing whether the records tell a coherent story. If the tax returns, profit and loss statements, bank deposits,
payroll reports, and billing collections all line up, confidence rises quickly. If they do not, the buyer starts building

in risk. Risk lowers price. Risk lengthens diligence. Risk leads to holdbacks, earnouts, or abandoned deals.



In Medical Practice Sales, especially in affluent submarkets like La Jolla, buyers are paying for predictability. A
neat set of books signals that the seller runs the operation with discipline. It also makes post-sale integration

easier, which has its own value.

La Jolla adds a layer of scrutiny

La Jolla is not a generic market. Real estate costs are high. Payroll is expensive. Many practices serve a patient
base that expects responsiveness, aesthetics, convenience, and a polished experience. Depending on the
specialty, there may be a blend of insurance reimbursement, cash-pay services, elective procedures, concierge

elements, or ancillary revenue. This creates opportunity, but it also creates complexity.

A dermatology practice in La Jolla may have product sales, cosmetic procedures, and insurance-based visits in the
same business. A med-spa-adjacent operation may share overhead in ways that need to be untangled carefully. A
dental or oral surgery practice may have referral-driven production patterns that look excellent on the surface
but fluctuate by provider mix. An internal medicine or primary care office may have capitation, fee-for-service,

and wellness cash programs all contributing to revenue.

When the revenue model is layered, clean financials become even more important. Buyers need to see not only
how much revenue came in, but which segments produced it, how stable each segment is, and what margin each
one supports. If cosmetic services generate higher margins but depend heavily on the selling physician’s personal

brand, that deserves a different valuation lens than recurring, provider-diversified medical visits.

This is one reason Medical Practice Sales in La Jolla often involve deeper diligence than sellers initially expect. The

higher the expected valuation, the less tolerance there is for vague reporting.

What “clean financials” actually means

Clean financials do not require a perfect accounting system or years of audit-ready statements. Most private
medical practices are not run like public companies, and no reasonable buyer expects that. Clean financials mean

the records are accurate, organized, internally consistent, and easy to verify.
At a practical level, that usually includes:

e profit and loss statements that match tax returns closely, with any differences explained

* business bank accounts and credit cards used primarily for business activity

payroll that reflects actual staff roles and compensation

* documented add-backs for discretionary or one-time owner expenses

receivables, refunds, and merchant deposits reconciled in a way that makes revenue traceable

A seller does not need every monthly close to be elegant. But they do need the core numbers to withstand
scrutiny. If annual revenue is stated as $1.9 million in a teaser, buyers will expect to see that same figure
supported by tax filings, billing reports, and bank activity within normal timing differences. If EBITDA or seller’s

discretionary earnings are presented with adjustments, those adjustments need backup.

| have seen transactions where a practice looked mediocre on the first pass, then became attractive once the
accounting was cleaned up and owner perks were properly normalized. | have also seen the reverse, where a
practice looked highly profitable until diligence revealed that collections had been overstated, payroll taxes were

behind, and key expenses were missing from the internal statements. The numbers always come out eventually.

The valuation gap created by messy books



Many sellers assume that a buyer can just “figure it out” if the practice is fundamentally strong. Sometimes a

motivated buyer will try. More often, they will lower the offer instead.

That happens because valuation is not only about upside. It is also about certainty. If a buyer believes the practice
could generate $500,000 in normalized earnings but cannot verify that with confidence, they may price it as
though it generates $400,000 or less. The haircut reflects the risk of overpaying, the cost of extra diligence, and

the chance that unpleasant surprises emerge after closing.

For example, imagine two specialty practices in coastal San Diego County. Each collects about $2.2 million
annually. Practice A has monthly financial statements prepared consistently, clear coding between clinical and
cosmetic revenue, payroll reports that match the general ledger, and tax returns that track the internal books.
Practice B has similar top-line revenue but commingles owner expenses, uses broad expense categories, and
cannot readily separate recurring operating costs from one-off items. Practice A may receive stronger offers,

smoother financing, and better terms even if the reported profit margins initially look similar.

That gap is especially relevant in Medical Practice Sales because many lenders rely on historical cash flow to
support acquisition financing. When the financial package is sloppy, lenders may become conservative or require

more equity from the buyer. If financing gets harder, the buyer's offer often softens.

Common problem areas that derail deals

The financial weak spots that show up in practice sales are surprisingly consistent. They are not always fatal, but

they almost always create drag.

Commingled personal and business spending is one of the biggest. Sellers often say, correctly, that certain
expenses can be added back. The problem is not the presence of add-backs. The problem is poor
documentation. If meals, travel, auto expenses, spouse payroll, and owner insurance are all mixed into broad

categories without support, the buyer cannot confidently normalize earnings.

Another common issue is inconsistent revenue reporting. Medical practices live on timing differences, payer
delays, refunds, and adjustments, so some variance is normal. Medical Practice Sales in La Jolla But if the billing
software, deposited cash, and profit and loss statements tell meaningfully different stories, the buyer will
question internal controls. That concern becomes sharper when old accounts receivable sit on the books at

unrealistic levels or when refund liabilities have not been tracked carefully.

Payroll is another pressure point. Underpaid owner compensation can inflate earnings in a way that makes the
practice appear more profitable than it really is for a replacement operator. On the other hand, above-market
family payroll can depress earnings and should be added back. Both issues are manageable if documented.

Without clarity, they become valuation arguments.

Lease accounting also matters more in La Jolla than in many markets. Occupancy costs can be significant, and
buyers will want to know whether the current rent is market-based, whether renewal options exist, and whether
the location can be assigned or renegotiated. If the seller owns the real estate separately and has been charging

below-market rent, normalized financials need to reflect a realistic occupancy expense.

Revenue quality matters as much as revenue size

One mistake sellers make is focusing on total collections without examining how durable those collections are.
Buyers care deeply about concentration and transferability. A practice that collects $3 million but depends on one
provider, one large referral source, or a narrow stream of elective procedures may be worth less than a slightly

smaller practice with more diversified revenue.
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Clean financials help answer those questions. They let a buyer see trends by provider, service line, payer mix, and
seasonality. They help distinguish recurring patient demand from temporary spikes. They also reveal margin by

category, or at least enough information to estimate it.

In La Jolla, where some practices blend medically necessary care with private-pay services, that distinction can be
decisive. A cosmetic or elective line may command excellent margins, but if it is heavily associated with the
founder’s personality or local visibility, a buyer may underwrite it cautiously. If the records show that multiple
providers have delivered that revenue successfully over time, and that retention remains strong, the buyer will

feel differently.

The cleaner the financial segmentation, the easier it is to defend the practice’s quality of earnings.

Tax returns are not the whole story, but they set the baseline

Sellers often ask whether buyers look more at internal financial statements or tax returns. The honest answer is
both, but tax returns tend to anchor credibility. Internal statements may be more current and more detailed. Tax

returns, however, were filed under penalty of law and usually reflect the numbers a lender or buyer can trust first.

Problems arise when a seller has managed taxable income aggressively for years and then expects a buyer to pay
on a much higher adjusted earnings figure that exists mostly in conversation. Some legitimate normalization is

standard. Excessive “trust me” adjustments are not.

The strongest sale processes present a disciplined bridge from tax return income to normalized earnings. That
bridge explains owner compensation, one-time legal costs, unusual repairs, pandemic-era anomalies if relevant,
and personal discretionary spending run through the practice. When that bridge is clear, buyers are far more

willing to accept higher adjusted cash flow.

When it is not, they usually revert to what they can defend.

Preparing the books before going to market

The best time to clean up financials is at least a year before a sale, though many sellers start later. Even six
months of focused preparation can make a visible difference. The goal is not to rewrite history. It is to organize it

and stop creating new confusion.
Here is where owners usually get the most leverage from their effort:

® separate personal expenses from business activity going forward

* reconcile monthly financial statements to bank accounts and billing data

¢ identify recurring add-backs with invoices, payroll records, or written explanations
* review lease terms, provider agreements, and payroll classifications for consistency

e work with a healthcare-savvy CPA to normalize earnings before buyers do it for you

That process often reveals issues that are fixable, such as coding broad expenses more specifically, correcting
owner compensation assumptions, or documenting ancillary income better. Sometimes it reveals harder
problems, like unpaid sales tax on product lines, stale receivables, or payroll compliance concerns. Discovering
those early is still preferable. A known issue with a remediation plan is far less damaging than a surprise during

diligence.

Diligence is where clean financials pay off



The practical value of clean financials shows up most clearly in diligence. Once a buyer signs a letter of intent, the

tone of the deal can either tighten or unravel based on the seller's responsiveness and records.

A clean diligence package does more than answer questions. It controls the narrative. If a seller can produce
organized monthly P&Ls, tax returns, aging reports, production and collections by provider, payroll summaries,
lease documents, and written explanations for adjustments, the buyer spends less time hunting for problems. The

transaction stays focused on the business rather than the uncertainty around the business.

This matters emotionally as well as financially. Buyers who gain confidence early tend to become solution-
oriented when a small issue appears. Buyers who already feel uneasy become reactive. The same receivables

variance that might be treated as a minor accounting cleanup in one deal can become a trust issue in another.

| have watched closings stay on track because the seller had a capable bookkeeper and a CPA who knew how to
present Get more information the numbers. | have also watched perfectly sellable practices lose serious buyers
because routine requests took weeks to answer and no one could reconcile basic reports. Delay breeds suspicion

quickly.

The human side of the handoff

Many physicians selling a practice have spent their careers focused on medicine, not financial presentation. That
is understandable. Some even feel a quiet resistance to the process, as if cleaning up books somehow diminishes

the clinical legacy they built. It does not. It protects it.

A sale is one of the few moments when years of work must be translated into a format outsiders can underwrite.
Buyers cannot see the late nights, the hard-earned referral relationships, or the trust built with generations of

patients. They see documents first. Financial clarity is how that lived history becomes legible in a transaction.

This is particularly true in Medical Practice Sales in La Jolla, where the market often rewards well-run practices
with premium interest, but also punishes ambiguity quickly. If a seller wants top-tier attention, they need top-tier

preparation.

Clean books also improve deal terms

Price gets the headlines, but terms often matter just as much. A seller with transparent, credible financials is in a
stronger position to negotiate favorable structure. That can mean a larger cash payment at closing, fewer post-

closing contingencies, a smaller escrow, or less pressure to accept an earnout tied to future performance.

Why? Because uncertainty drives protection. If a buyer worries that revenue may soften, expenses may be
understated, or a compliance problem may emerge, they will try to shift that risk back to the seller through

structure. When the records are solid, the buyer has less reason to insist on those protections.

This can have a real effect on net proceeds. A slightly lower nominal price with clean terms may be preferable to
a higher headline number burdened by holdbacks, offsets, or difficult transition conditions. Sellers who

understand that tend to focus not only on maximizing valuation, but on reducing avoidable doubt.

What sellers should expect from professional advisors

A competent transaction advisor, CPA, or broker should not simply market the practice and hope for the best.
They should help pressure-test the numbers before buyers do. That includes identifying weak spots, building a

defensible earnings adjustment schedule, and making sure all materials tell the same story.
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Sellers should be wary of anyone who waves away accounting problems with vague confidence. Buyers are not
paying for confidence. They are paying for proof. An advisor who says, "We can explain that later,” may be

inviting a retrade.

The most effective advisors are usually practical rather than flashy. They know which irregularities are common
and manageable, which ones need correction before launch, and how buyers in the local market think about risk.
In a place like La Jolla, that local judgment matters. The expectations surrounding a coastal specialty practice can

differ from those surrounding a general practice in a lower-cost market.

A practice does not have to be perfect to be sellable

This point is worth stressing. Clean financials do not mean the practice must be spotless in every dimension.
Buyers can handle normal messiness if it is visible and quantified. They can deal with a concentration issue if it is
disclosed. They can model provider transition risk if the data is there. They can accept owner add-backs if those
add-backs are documented and reasonable.

What they struggle with is uncertainty that feels avoidable. Sloppy books suggest sloppier surprises. Clean books

suggest a seller who understands stewardship and respects the transaction process.
That distinction often determines whether a sale feels collaborative or adversarial.

For owners considering Medical Practice Sales, the lesson is simple but not trivial. Before branding decks, buyer
outreach, and valuation chatter, get the numbers right. In La Jolla, where the market can reward quality

generously, clean financials are not back-office housekeeping. They are part of the asset itself.
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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.



