
If you are preparing for Medical Practice https://www.google.com/maps?cid=10710588438017767601 Sales in La
Jolla, EBITDA matters far more than most physicians expect at the beginning of the process. Sellers often focus
on gross collections, reputation, and years of goodwill in the community. Buyers care about those things too, but
when they calculate value, they keep coming back to earnings quality, scalability, and the likelihood that those
earnings will continue after the transaction closes.

That is where EBITDA becomes central. In a medical practice sale, especially in a market like La Jolla where buyer
expectations are sophisticated and competition for attractive assets can be strong, even modest improvements in
EBITDA can change the deal economics in a meaningful way. A practice that improves annual EBITDA by $200,000
may not just add $200,000 in value. Depending on the buyer type and market conditions, it can increase
enterprise value by several times that amount.

The challenge is that not every EBITDA improvement is real, durable, or credible in diligence. Buyers and their
accountants have seen every version of last minute “cleanup” before a sale. They know how to spot cosmetic
add-backs, temporary cost cuts, and revenue spikes that disappear after closing. The goal is not to dress up the
numbers. The goal is to improve the business in ways that survive scrutiny and translate into a higher quality
earnings profile.

Why La Jolla creates a different set of expectations
La Jolla is not a generic healthcare market. Practices here often serve a patient base with higher expectations
around service, scheduling access, clinical experience, and facility presentation. There is also a heavier
concentration of specialists, concierge and cash pay models, elective procedures, and physicians who have built
strong personal brands. That creates opportunity, but it also raises the standard for what a buyer considers a
premium asset.

In Medical Practice Sales, location alone does not produce a premium valuation. What it can do is widen the pool
of interested buyers, including local operators, strategic acquirers, private equity backed groups, and physicians
looking to expand into coastal San Diego. Those buyers will still test the fundamentals. They will ask whether your
margins reflect actual operational discipline or whether your overhead has crept up because the practice could
afford it for years.
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I have seen practices in affluent submarkets assume that strong top line revenue would cover every inefficiency.
Sometimes it does, right up until the owner decides to sell. Then buyer diligence turns every staffing layer, lease
term, and payer mix issue into a question about normalized EBITDA. The sooner you start correcting those issues,
the more credible your earnings become.

Start with normalized EBITDA, not the number on your tax return
Before you try to increase EBITDA, you need to know what a buyer is likely to recognize as EBITDA. Physicians
often use the term loosely. Their CPA may calculate one version, their broker another, and a buyer’s quality of
earnings team yet another. Those differences can be substantial.

Normalized EBITDA usually begins with operating income and then adjusts for interest, taxes, depreciation, and
amortization. From there, buyers look for owner specific expenses and nonrecurring items. This is where many
sellers make mistakes. They assume every personal or unusual expense will be added back without resistance.
That is rarely how diligence works.

If the practice pays for the owner’s auto, family cell phones, travel that has little business purpose, or above
market compensation to a relative in an administrative role, those items may be valid add-backs. But the support
needs to be clean, consistent, and documented. If your books are messy, or if the same category swings sharply
year to year, buyers begin to discount the whole earnings story.

The best starting move is to rebuild your financials the way a buyer would view them. Separate one time legal
costs from recurring compliance costs. Identify physician compensation at fair market value if the owner’s current
pay is either above or below market. Distinguish true patient acquisition spending from branding expenses that
are discretionary and hard to measure. When that work is done well, you often discover that EBITDA is either
better than expected, or weaker in places that can still be fixed before going to market.

Revenue quality matters more than headline growth
Not all revenue increases help valuation equally. Buyers pay more for predictable, repeatable, properly coded
revenue than for a sudden spike driven by a single physician pushing volume in the final twelve months before
sale.

A practice may show strong recent collections, but if those collections come from unsustainably long physician
hours, one off procedures, or delayed billing cleanup that cannot be repeated, buyers will haircut the result. On
the other hand, if revenue rises because the practice improved scheduling, reduced leakage, optimized coding,
and added clinically appropriate ancillaries, that is much more valuable.

In La Jolla, some practices also have a mix of insurance based care, cash pay services, and elective offerings. That
can be attractive, but only if the revenue is segmented clearly. A buyer will want to know what portion of
earnings comes from medically necessary recurring care versus discretionary services that can fluctuate with
consumer demand. If you cannot answer that quickly from your own reporting, you are giving diligence teams a
reason to be conservative.

One specialty group I advised had added a profitable cash pay service line, but their bookkeeping grouped it with
general collections. Once we separated the revenue, associated direct costs, and patient retention patterns, the
practice could demonstrate that the service line was not just high margin, it also improved downstream
procedure volume. The earnings were already there. The value lift came from making the story visible and
defensible.



The fastest EBITDA gains often come from the middle of the P&L
Physicians usually look first at top line growth because it feels closer to patient care. In practice, some of the most
immediate EBITDA improvement comes from expenses that have gone unmanaged for years.

Staffing is the most common example. This does not mean making crude cuts right before a sale. Buyers can spot
destabilizing layoffs instantly, and they do not like inheriting a resentful team. The smarter approach is to
evaluate role clarity, span of control, overtime patterns, duplicate administrative work, and the use of high cost
labor for tasks that could be handled at a lower cost level without sacrificing quality.

I have seen front desks with three people doing what two well trained employees and a better intake workflow
could handle. I have also seen the reverse, where understaffing caused poor phone response times, lost referrals,
and physician burnout. EBITDA improvement is not about reducing headcount blindly. It is about matching labor
dollars to the work that actually drives collections and patient retention.

Supply costs are another overlooked area. Many physician owners assume their clinical supplies are already
optimized because they have used the same vendors for years. But loyalty does not equal efficiency. In a pre sale
review, it is common to find duplicated ordering, no volume based negotiation, excess inventory, and products
chosen by habit rather than margin or reimbursement logic. A few percentage points of supply savings can
produce surprisingly large EBITDA gains in procedure heavy specialties.

Then there is occupancy cost. La Jolla real estate is expensive, and many owners tolerate space inefficiency
because the location feels prestigious. Buyers look at lease rates, term remaining, assignability, and whether every
square foot is productive. If your rent is above market, or if you occupy more space than the practice can justify,
EBITDA suffers and transaction risk rises. You may not be able to fix every lease issue before a sale, but you can
often renegotiate terms, sublease unused space if permitted, or at least prepare a thoughtful explanation that
reassures buyers.

Physician compensation needs a clear logic
One of the largest sources of confusion in Medical Practice Sales is physician compensation. Owner operated
practices often run compensation through the business in ways that make sense for tax planning or lifestyle
purposes, but not for valuation.

If the selling physician takes less compensation than a market replacement would require, EBITDA may look
artificially strong. A buyer will adjust for that. If the physician takes an unusually high salary and significant perks,
EBITDA may be understated, but only if those items are documented and separable.

This issue becomes more important when the seller plans to stay on after the transaction. Buyers want to know
whether post closing compensation will reflect actual clinical productivity, management duties, or a transition
arrangement. If your current pay is not aligned with market norms, address it early. It is easier to explain a well
reasoned compensation structure built over several reporting periods than a rushed adjustment made two
months before an LOI.

For multi provider groups, the picture gets more complex. If associate physicians are paid under formulas that
suppress practice profitability, or if independent contractors have terms that create retention risk, buyers notice
immediately. EBITDA is not just a math problem. It reflects whether the economics of the provider team are stable
and transferable.

Tighten the revenue cycle before anyone asks for aging reports



Revenue cycle improvement is one of the most credible ways to increase EBITDA because it affects both
profitability and buyer confidence. A clean billing operation signals management discipline. A sloppy one raises
concerns about hidden leakage.

Start with charge capture. In many practices, the money lost here is not dramatic in a single encounter, but
persistent over a year. Missed procedures, undercoded visits, and inconsistent documentation can quietly erode
margin. No buyer expects perfection, but they do expect controls.

Denial rates and accounts receivable aging deserve special attention. If more than a modest share of receivables
sits in older aging buckets, buyers start asking whether collections are overstated or whether payer follow up is
weak. Practices sometimes assume they can fix this during diligence by pushing the billing team harder. That
approach rarely works well. What buyers want to see is a pattern of improved performance over time.

A short operational review can reveal basic causes. Prior authorizations may be failing because scheduling does
not confirm requirements early enough. Claims may be delayed because providers close charts too slowly.
Secondary insurance may not be loaded correctly at registration. Each problem seems small in isolation. Together
they suppress EBITDA and make the practice appear harder to manage than it really is.

Add service lines carefully, because buyers discount desperation
A common instinct before selling is to launch a new ancillary or elective offering to boost earnings. Sometimes
that works. Often it backfires because the addition looks rushed, thinly integrated, or dependent on the selling
physician’s enthusiasm.

The best pre sale service line expansions are adjacent to existing patient demand, operationally simple, and
measurable within twelve to eighteen months. A dermatology practice adding pathology relationships, a
musculoskeletal practice improving in office imaging utilization, or a primary care group with a stable
membership model adding structured wellness services can all make sense if the economics are clean.

The danger comes when practices chase revenue categories that sit outside their workflow or expertise. Buyers
become skeptical if they see new income without corresponding systems, staffing plans, compliance support, and
utilization patterns. A modest EBITDA increase from a proven extension of current care is worth more than a
bigger short term increase from something that looks opportunistic.

One surgeon I worked with wanted to add a cosmetic cash pay offering six months before sale because
competitors were doing it. The margins looked attractive on paper. After reviewing the staffing, marketing spend,
room utilization, and physician time required, it became clear the move would distract from a stronger core
business and create a diligence headache. We passed on it, improved scheduling and case mix within the existing
service portfolio, and produced a better earnings story with far less risk.

Clean books can raise value even before EBITDA rises
There is a direct financial return on better accounting. Not because accounting itself creates patients, but because
clean financial reporting reduces buyer uncertainty. Uncertainty lowers multiples.

Practices preparing for Medical Practice Sales in La Jolla should have monthly financial statements that tie cleanly
to bank activity, payroll records, and billing reports. Department or provider level reporting helps, especially if
certain lines are growing faster or carry stronger margins. If your CPA closes the books ninety days late and major
reclasses happen only at year end, buyers will assume the business is less controlled than it may actually be.



The same principle applies to add-backs. If a legitimate adjustment is buried in a generic expense category with
no support, it is weaker in negotiations. If it is identified, documented, and consistent, it is far more likely to
survive quality of earnings review.

There is also a psychological component here. Buyers trust what they can verify. When a seller presents organized
numbers, answers follow up questions quickly, and can reconcile operational metrics to financial results, the
conversation shifts. Instead of debating whether EBITDA is real, the buyer starts thinking about growth
opportunities after closing.

What buyers often reward in the last twelve months before sale
Some changes take years to matter. Others can move EBITDA and valuation within a single year if executed well.
The highest value work usually falls into a few categories:

1. Improving schedule utilization so providers see the right mix of patients without extending hours
unnecessarily.

2. Correcting coding, billing, and denial management issues that are already suppressing collected revenue.

3. Restructuring staffing and vendor costs where expenses are clearly above what the practice needs.

4. Cleaning up owner expenses, compensation logic, and accounting presentation so normalized EBITDA is
easier to defend.

5. Renewing or clarifying critical contracts, especially leases, payer arrangements, and key employee terms.

None of these are glamorous. That is exactly why they work. Buyers pay for durable operations, not drama.

Timing matters more than most sellers think
If you expect to sell within the next three to six months, there are limits to what can be achieved credibly. A buyer
will usually focus on trailing twelve month performance and may also examine month by month trends. If an
improvement appears only in the final quarter, they may treat it as provisional.

Twelve to twenty four months is a much more useful runway. It gives you time to implement changes, observe
whether they stick, and produce financials that show a real pattern rather than a one time correction. It also gives
time to fix the problems that do not show clearly in a P&L, such as provider dependence, referral concentration,
compliance gaps, or lease issues.

That runway is particularly important when the practice has an outsize dependence on the founder. In La Jolla,
personal reputation can drive a meaningful share of patient demand. That is valuable, but it can also reduce
transferability if the practice has not built systems around the physician. Strengthening associate utilization,
referral relationships, digital intake, and follow up protocols can protect EBITDA after closing, which buyers care
about deeply.

EBITDA improvement should never undermine the sale narrative
The final test is simple. Every change you make before a sale should improve both earnings and the story a buyer
tells themselves about owning the practice.

If you cut too deeply into staffing, patient experience suffers and retention weakens. If you squeeze marketing
without understanding referral flow, new patient volume may fall just as diligence begins. If you defer



maintenance or software upgrades to protect short term margins, buyers will detect the coming expense and
adjust value downward.

The best practices I have seen approach pre sale EBITDA work with discipline, not panic. They decide what kind of
buyer they want, what risks that buyer will focus on, and which earnings improvements are sustainable enough to
command a better multiple. They do not try to win every line item argument. They build a business that is easier
to buy.

That distinction matters. In Medical Practice Sales, buyers are not only purchasing historical earnings. They are
purchasing confidence in future earnings. When a practice in La Jolla can show strong normalized EBITDA,
reliable revenue cycle performance, rational staffing, clean books, and a patient experience that supports
retention, negotiations feel very different. The buyer is no longer asking, “What could go wrong?” They are
asking, “How quickly can we get this done?”

For physician owners, that is the point at which preparation starts paying off. Not just in a Medical Practice Sales
in La Jolla higher price, but in a smoother process, fewer retrade attempts, and a much stronger position when
the serious offers arrive.
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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
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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.


