
physician practice acquisition due diligence
checklist
physician practice acquisition due diligence checklist is a critical tool for healthcare
organizations and investors aiming to acquire or merge with existing medical practices. Conducting
thorough due diligence ensures that all aspects of the physician practice are evaluated, from
financials and legal compliance to operational efficiency and patient care standards. This process
mitigates risks, identifies potential liabilities, and helps in valuing the practice accurately. In this
article, the key components of a comprehensive physician practice acquisition due diligence checklist
will be explored, covering financial review, legal and regulatory compliance, operational assessments,
and human resources considerations. Understanding these elements is essential to making informed
decisions and facilitating a smooth transition. The following sections provide a detailed roadmap for
executing effective due diligence in physician practice acquisitions.

Financial Due Diligence

Legal and Regulatory Compliance

Operational and Clinical Assessment

Human Resources and Staffing Evaluation

Technology and Infrastructure Review

Patient and Payer Analysis

Financial Due Diligence
Financial due diligence is foundational to any physician practice acquisition due diligence checklist. It
involves a detailed examination of the practice’s financial health, revenue streams, and profitability.
This step helps uncover any financial risks or irregularities that could affect the acquisition’s success.

Review of Financial Statements
Analyzing historical financial statements such as income statements, balance sheets, and cash flow
statements over the past three to five years is essential. This review highlights revenue trends,
expense patterns, profit margins, and overall financial stability.

Accounts Receivable and Payable Analysis
Assessing accounts receivable provides insights into the practice’s cash flow and billing efficiency.
Aging reports should be examined to identify overdue payments or uncollectible debts. Similarly,



accounts payable assessment ensures that outstanding liabilities are properly accounted for.

Evaluation of Revenue Cycle Management
Revenue cycle management processes, including billing, coding, and collections, must be scrutinized
to evaluate the accuracy and efficiency of the practice’s income generation. Identifying any gaps or
compliance issues in billing practices is crucial.

Assessment of Financial Liabilities
All existing debts, loans, leases, and financial obligations tied to the practice should be documented
and evaluated. Understanding these liabilities helps in negotiating terms and anticipating future
financial commitments.

Legal and Regulatory Compliance
Ensuring legal and regulatory compliance is vital in the acquisition of a physician practice. This
section of the due diligence checklist focuses on verifying that the practice operates within applicable
laws, regulations, and licensing requirements.

Verification of Licenses and Certifications
Confirming that all physicians and healthcare providers hold valid licenses and certifications is
mandatory. Expired or suspended credentials could pose significant legal risks.

Review of Contracts and Agreements
All existing contracts, including leases, vendor agreements, employment contracts, and payer
contracts, should be examined. This review helps identify any restrictive clauses, termination
conditions, or financial obligations that impact the acquisition.

Assessment of Compliance with Healthcare Regulations
The practice must be compliant with federal and state healthcare laws such as HIPAA, Stark Law, and
Anti-Kickback Statute. Identifying any past or current regulatory violations or investigations is critical
to risk assessment.

Pending or Past Litigation Review
Investigating any ongoing or past litigation involving the practice or its providers helps assess
potential legal liabilities that could affect the acquisition.



Operational and Clinical Assessment
Operational and clinical factors play a central role in the physician practice acquisition due diligence
checklist. Evaluating how the practice functions daily and the quality of patient care provided is
essential for sustainable success.

Practice Workflow and Efficiency Analysis
Assessing the operational workflow, including patient scheduling, appointment management, and
office procedures, helps identify bottlenecks and opportunities for improvement.

Quality of Care and Patient Safety
Reviewing clinical protocols, patient outcomes, and safety measures ensures that the practice
adheres to high standards of healthcare delivery. Accreditation status and quality metrics are
important indicators.

Patient Volume and Demographics
Analyzing patient visit trends, demographics, and referral sources provides insight into the practice’s
market position and growth potential.

Facility and Equipment Condition
Evaluating the physical condition of the practice’s facilities and medical equipment is necessary to
estimate potential capital expenditures post-acquisition.

Human Resources and Staffing Evaluation
Human capital is a valuable asset in any physician practice. This segment of the due diligence
checklist focuses on the workforce’s stability, qualifications, and contractual obligations.

Review of Employment Agreements
All employment contracts should be reviewed for terms related to compensation, non-compete
clauses, termination conditions, and benefits. This helps in understanding the obligations and
potential risks associated with key personnel.

Assessment of Staff Qualifications and Licenses
Verification of licenses, certifications, and credentials of all clinical and administrative staff ensures
compliance and quality standards are maintained.



Evaluation of Staff Turnover and Morale
High turnover rates or low morale can signal underlying issues. Analyzing employee satisfaction and
retention rates provides insights into workforce stability.

Review of Compensation and Benefits
The existing compensation structure and benefits package should be evaluated to determine
competitiveness and alignment with industry standards.

Technology and Infrastructure Review
Modern healthcare practices rely heavily on technology and infrastructure to deliver quality care
efficiently. This part of the physician practice acquisition due diligence checklist examines these
critical assets.

Assessment of Electronic Health Records (EHR) Systems
Evaluating the EHR system’s functionality, interoperability, and compliance with regulatory
requirements is essential. Data migration and integration capabilities should also be assessed.

IT Security and Data Privacy
Reviewing cybersecurity measures and data privacy policies ensures protection against breaches and
compliance with HIPAA regulations.

Infrastructure and Equipment Inventory
An inventory of IT hardware, medical devices, and office equipment should be conducted to
determine condition, ownership, and replacement needs.

Technology Contracts and Vendor Agreements
Existing contracts with technology vendors and service providers must be reviewed for terms,
renewal conditions, and potential liabilities.

Patient and Payer Analysis
Understanding the patient base and payer mix is crucial for evaluating the revenue potential and risks
associated with physician practice acquisition. This section focuses on these vital elements.



Patient Demographics and Loyalty
Analyzing patient demographics, including age, insurance coverage, and visit frequency, helps assess
the practice’s market reach and patient retention rates.

Payer Mix and Contract Review
Reviewing the mix of private insurance, Medicare, Medicaid, and self-pay patients provides insight
into revenue stability. Existing payer contracts should be evaluated for reimbursement rates and
terms.

Patient Satisfaction and Feedback
Examining patient satisfaction surveys and feedback mechanisms can reveal strengths and
weaknesses in service delivery.

Referral Sources and Relationships
Identifying key referral sources and the nature of these relationships helps assess future patient
inflow and networking opportunities.

Comprehensive financial analysis

Thorough legal and regulatory review

Detailed operational and clinical evaluation

Careful human resources assessment

In-depth technology and infrastructure inspection

Patient base and payer mix examination

Frequently Asked Questions

What is a physician practice acquisition due diligence
checklist?
A physician practice acquisition due diligence checklist is a comprehensive list of items and areas to
review when evaluating a physician practice for acquisition, ensuring that all legal, financial,
operational, and regulatory aspects are thoroughly examined.



Why is due diligence important in physician practice
acquisitions?
Due diligence is important because it helps the acquiring entity identify potential risks, verify the
accuracy of financial and operational information, ensure compliance with healthcare regulations, and
make informed decisions about the acquisition.

What financial documents should be included in the due
diligence checklist for acquiring a physician practice?
Key financial documents include tax returns, profit and loss statements, balance sheets, accounts
receivable aging reports, payer contracts, and billing and collection records.

Which legal aspects are critical to review in a physician
practice acquisition due diligence checklist?
Critical legal aspects include physician employment contracts, lease agreements, malpractice
insurance policies, compliance with Stark Law and Anti-Kickback Statute, pending or past litigation,
and licensing and credentialing status.

How does operational due diligence benefit the acquisition of
a physician practice?
Operational due diligence assesses the practice’s workflow, staffing, patient volume, technology
infrastructure (such as EHR systems), and overall efficiency, helping to identify integration challenges
and opportunities for improvement.

What role does regulatory compliance play in the due
diligence process for physician practice acquisitions?
Regulatory compliance ensures that the practice adheres to healthcare laws and regulations,
including HIPAA, billing and coding standards, and state medical board requirements, which is vital to
avoid legal penalties and safeguard the acquisition’s value.

Can a due diligence checklist help in negotiating the purchase
price of a physician practice?
Yes, findings from the due diligence process, such as financial discrepancies, operational
inefficiencies, or legal liabilities, can provide leverage to negotiate a fairer purchase price or to
include contingencies in the acquisition agreement.

Additional Resources
1. Mastering Physician Practice Acquisition: A Comprehensive Due Diligence Guide
This book offers an in-depth exploration of the due diligence process specific to physician practice
acquisitions. It covers financial analysis, legal considerations, and operational assessments to help



buyers make informed decisions. Readers will find checklists, case studies, and expert tips to
navigate complex transactions confidently.

2. The Physician Practice Acquisition Playbook: Due Diligence Essentials
Focused on practical steps and tools, this playbook provides a systematic approach to conducting due
diligence in physician practice acquisitions. It highlights common pitfalls, key metrics to evaluate, and
strategies to assess practice value and risks. The book is ideal for healthcare executives and investors
aiming for successful acquisitions.

3. Due Diligence in Healthcare M&A: Physician Practice Edition
This title delves into the unique challenges of mergers and acquisitions involving physician practices.
It emphasizes regulatory compliance, contract review, and integration planning. With detailed
checklists and real-world examples, it guides readers through thorough due diligence to ensure
smooth transitions.

4. Financial and Legal Due Diligence for Physician Practice Acquisitions
A focused resource on the financial and legal aspects of acquiring physician practices, this book
breaks down complex topics into accessible guidance. It covers financial statements analysis,
liabilities assessment, and legal contract evaluation. Healthcare professionals and legal advisors will
find it a valuable reference.

5. Physician Practice Acquisition: A Step-by-Step Due Diligence Checklist
Designed as a hands-on manual, this book provides a detailed checklist covering every stage of due
diligence. It includes sections on operational review, compliance verification, and risk management.
The straightforward format helps buyers systematically evaluate target practices with confidence.

6. Strategic Due Diligence for Physician Practice Buyers
This book focuses on the strategic elements of due diligence, helping buyers align acquisitions with
long-term goals. Topics include market analysis, competitive positioning, and cultural fit assessment.
It offers frameworks to evaluate whether a physician practice acquisition supports broader
organizational objectives.

7. Operational Due Diligence in Physician Practice Acquisitions
Highlighting the operational side of acquisitions, this guide examines workflow efficiency, staff
retention, and technology infrastructure. It provides practical checklists and assessment tools to
identify operational strengths and weaknesses. The book is essential for understanding how day-to-
day practice management impacts acquisition success.

8. Risk Management and Compliance in Physician Practice Acquisitions
This resource addresses the critical areas of risk and regulatory compliance during acquisitions. It
includes guidance on HIPAA, Stark Law, and anti-kickback statutes, along with risk mitigation
strategies. Healthcare attorneys and compliance officers will benefit from its thorough approach to
safeguarding transactions.

9. Integrating Physician Practices Post-Acquisition: Due Diligence and Beyond
Focusing on the post-acquisition phase, this book explores how due diligence insights inform
successful integration. It covers change management, communication strategies, and performance
monitoring. Readers will learn how to leverage due diligence findings to ensure seamless transitions
and sustained practice growth.
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