
physician practice acquisition due
diligence checklist

physician practice acquisition due diligence checklist is an essential tool
for healthcare organizations and investors aiming to acquire a medical
practice successfully. This checklist ensures a comprehensive evaluation of
all critical aspects of the target practice, from financial health and legal
compliance to operational efficiency and clinical quality. Performing
meticulous due diligence minimizes risks, uncovers potential liabilities, and
facilitates informed decision-making. This article explores the key
components of a physician practice acquisition due diligence checklist,
providing a structured approach to assessing a practice’s value and
identifying any hidden concerns. The discussion includes financial analysis,
legal and regulatory review, operational assessment, and human resources
evaluation. Following this guide will help stakeholders navigate the
complexities of physician practice acquisitions with confidence and
precision.

Financial Due Diligence

Legal and Regulatory Compliance

Operational and Clinical Assessment

Human Resources and Staffing

Technology and Infrastructure Evaluation

Financial Due Diligence

Financial due diligence is a cornerstone of the physician practice
acquisition due diligence checklist, focusing on understanding the practice's
economic performance and stability. This step involves a detailed examination
of financial statements, revenue streams, expenses, and profitability metrics
to ensure the practice’s financial health aligns with acquisition goals.

Review of Financial Statements

Analyzing the profit and loss statements, balance sheets, and cash flow
statements from the past three to five years provides insight into the
practice’s financial trends. Attention should be given to revenue growth,
expense management, and net income consistency. Identifying any unusual or
non-recurring items is crucial to assess true operational profitability.

Revenue Cycle Analysis

Understanding the revenue cycle management is vital, including payer mix,
reimbursement rates, and collection practices. Evaluating accounts receivable
aging reports helps identify potential collection issues or delays in payment



that could affect cash flow. This also includes examining the coding and
billing accuracy to avoid future compliance problems.

Assessment of Liabilities and Debts

Identifying outstanding debts, leases, loans, or other liabilities ensures no
hidden financial burdens exist. Reviewing contingent liabilities, such as
pending lawsuits or tax obligations, is equally important to avoid surprises
post-acquisition.

Examine past 3-5 years of financial statements

Analyze revenue streams and payer mix

Review accounts receivable and billing practices

Identify outstanding debts and liabilities

Evaluate profitability and cash flow stability

Legal and Regulatory Compliance

Legal and regulatory compliance review safeguards against acquiring a
practice with unresolved legal issues or noncompliance with healthcare
regulations. This section of the checklist ensures that the practice adheres
to all applicable laws and contractual obligations.

Verification of Licenses and Certifications

Confirming that all physicians and the practice itself hold current and valid
licenses, certifications, and accreditations is fundamental. This includes
state medical licenses, DEA registrations, and facility permits.

Review of Contracts and Agreements

Examining existing contracts with payers, vendors, landlords, and physicians
is critical. This review identifies any restrictive clauses, termination
conditions, or obligations that could impact the acquisition terms or future
operations.

Assessment of Legal Risks and Litigation

Investigating any ongoing or past litigation, malpractice claims, or
regulatory investigations helps assess potential legal exposure.
Understanding the outcomes or financial impacts of these issues is necessary
for risk mitigation.



Confirm validity of all medical licenses and certifications

Review payer contracts and vendor agreements

Analyze leases and property-related documents

Investigate pending or past litigation and claims

Verify compliance with healthcare laws and regulations

Operational and Clinical Assessment

Evaluating the operational and clinical aspects of a physician practice is
vital for understanding its efficiency, patient care quality, and potential
for growth. This part of the due diligence checklist examines workflows,
patient volumes, and clinical protocols.

Patient Demographics and Volume Analysis

Analyzing patient population characteristics, appointment volumes, and payer
sources provides insight into the practice’s market position and
sustainability. Identifying trends in patient retention and referral patterns
can indicate future revenue stability.

Clinical Quality and Compliance

Reviewing quality metrics, adherence to clinical guidelines, and
participation in quality reporting programs helps ensure the practice
delivers high standards of care. This includes assessing electronic health
record (EHR) utilization and documentation practices.

Operational Workflows and Efficiency

Assessing administrative processes, scheduling systems, and billing workflows
identifies opportunities for optimization. Understanding the practice’s
capacity to handle increased patient loads post-acquisition is essential for
scalability.

Analyze patient demographics and payer mix

Review clinical quality metrics and reporting

Evaluate EHR usage and documentation standards

Assess administrative and scheduling workflows

Identify operational bottlenecks and improvement areas



Human Resources and Staffing

Human resources due diligence focuses on the practice’s workforce, including
physicians, nurses, administrative staff, and contractors. This evaluation
ensures alignment with organizational culture and operational needs.

Review of Employment Agreements

Examining contracts, non-compete clauses, and compensation structures for all
key staff members helps clarify obligations and potential risks.
Understanding incentives and retention mechanisms is important for workforce
stability.

Assessment of Staff Credentials and Licensing

Verifying credentials, licenses, and ongoing training ensures that clinical
staff meet regulatory and quality standards. This reduces liability and
supports compliance requirements.

Evaluation of Staffing Levels and Turnover

Analyzing staffing adequacy relative to patient volume and services offered
identifies potential resource gaps. Reviewing turnover rates and employee
satisfaction indicators can highlight operational challenges.

Review employment contracts and compensation plans

Verify staff licenses and credentials

Assess staffing levels against practice volume

Analyze employee turnover and retention rates

Evaluate organizational culture fit and workforce stability

Technology and Infrastructure Evaluation

Technology and infrastructure are critical components of a modern physician
practice. Due diligence in this area assesses the condition and capabilities
of IT systems, medical equipment, and physical facilities to support ongoing
operations and growth.

Assessment of Electronic Health Records (EHR) Systems

Evaluating the EHR system’s functionality, interoperability, and compliance
with regulatory standards such as HIPAA is essential. Integration
capabilities with billing and scheduling systems also impact operational
efficiency.



Review of Medical Equipment and Facilities

Inspecting the condition, maintenance records, and ownership of medical
equipment ensures readiness for continued clinical use. Facility inspections
assess safety, accessibility, and compliance with health codes.

IT Security and Data Protection

Reviewing cybersecurity measures, data backup protocols, and privacy policies
protects against data breaches and ensures compliance with healthcare data
regulations. Identifying vulnerabilities in IT infrastructure helps mitigate
future risks.

Evaluate EHR system capabilities and compliance

Inspect medical equipment condition and ownership

Assess facility safety and regulatory compliance

Review IT security policies and data protection measures

Determine technology scalability for growth

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 and evaluate before acquiring a physician
practice to ensure a thorough assessment of financial, legal, operational,
and clinical aspects.

Why is due diligence important in physician practice
acquisitions?

Due diligence is important because it helps identify potential risks,
liabilities, and opportunities within the practice, ensuring informed
decision-making and preventing costly surprises post-acquisition.

What financial documents should be reviewed in the
due diligence checklist?

Key financial documents include tax returns, profit and loss statements,
balance sheets, accounts receivable and payable reports, payer contracts, and
billing and coding records.



Which legal aspects are crucial in the due diligence
process?

Important legal aspects include reviewing contracts (leases, employment
agreements, payer contracts), malpractice claims history, regulatory
compliance, and any ongoing or past litigation involving the practice.

How does evaluating staffing and employment contracts
fit into the checklist?

Evaluating staffing and employment contracts ensures clarity on staff roles,
compensation, non-compete clauses, benefits, and potential liabilities
related to employee agreements.

What role does assessing payer contracts play in due
diligence?

Assessing payer contracts helps understand reimbursement rates, contract
terms, participation status, and potential impacts on revenue generation
post-acquisition.

Why should operational workflows be reviewed during
due diligence?

Reviewing operational workflows identifies inefficiencies, integration
challenges, and opportunities for improving patient care and practice
management after acquisition.

How important is verifying regulatory and compliance
status?

Verifying regulatory and compliance status is critical to ensure the practice
adheres to healthcare laws, billing regulations, and avoids penalties or
sanctions that could affect the acquisition.

What clinical quality metrics should be included in
the due diligence checklist?

Clinical quality metrics such as patient outcomes, satisfaction scores,
accreditation status, and adherence to evidence-based guidelines should be
reviewed to assess the practice's quality of care.

Are technology and EHR systems part of the due
diligence checklist?

Yes, evaluating technology infrastructure and Electronic Health Record (EHR)
systems is essential to determine compatibility, data security, usability,
and potential costs for integration or upgrades.



Additional Resources
1. Physician Practice Acquisition: A Comprehensive Due Diligence Guide
This book provides a step-by-step approach to acquiring physician practices,
focusing on the critical due diligence process. It covers financial analysis,
legal considerations, and operational assessments to ensure a smooth
transition. Readers will find checklists and templates to aid in evaluating
potential acquisitions thoroughly.

2. Due Diligence Essentials for Healthcare Practice Buyers
Designed for healthcare professionals interested in acquiring medical
practices, this book breaks down the due diligence process into manageable
components. It highlights common pitfalls and offers strategies to assess
revenue streams, compliance issues, and staff integration. The book also
emphasizes risk management during acquisition.

3. The Physician Practice Acquisition Checklist Manual
This manual serves as a practical tool for buyers and consultants involved in
physician practice acquisitions. It includes detailed checklists covering
financial audits, contracts review, and regulatory compliance. Users will
benefit from its organized format that streamlines the due diligence
workflow.

4. Financial and Legal Due Diligence in Physician Practice Transactions
Focusing on the financial and legal aspects, this book explains how to
evaluate a practice’s financial health and legal standing before acquisition.
It discusses common contractual issues, liability concerns, and revenue
verification techniques. The text is ideal for those seeking to minimize
risks in practice purchases.

5. Mastering Physician Practice Mergers and Acquisitions
This title offers a broad overview of the M&A process specific to physician
practices, with a dedicated section on due diligence. It provides insights
into valuation methods, integration challenges, and regulatory hurdles.
Readers gain practical advice for negotiating and closing deals successfully.

6. Healthcare Practice Acquisition Due Diligence: A Strategic Approach
Emphasizing strategy, this book guides readers through planning and executing
due diligence in healthcare practice acquisitions. It covers market analysis,
competitive positioning, and cultural fit considerations alongside financial
review. The strategic perspective helps buyers align acquisitions with long-
term goals.

7. Operational Due Diligence for Physician Practice Buyers
This book highlights the importance of operational evaluation during practice
acquisition due diligence. It discusses assessing workflows, IT systems,
staffing, and patient satisfaction metrics. The text provides tools to
determine operational strengths and weaknesses that affect purchase
decisions.

8. Legal Compliance and Risk Management in Physician Practice Acquisitions
Targeting legal professionals and buyers, this book focuses on compliance
requirements and risk mitigation in physician practice acquisitions. It
outlines key regulatory frameworks, such as HIPAA and Stark Law, and how to
identify red flags. The book also offers guidance on crafting protective
contractual clauses.

9. Due Diligence Checklists for Medical Practice Mergers
This concise resource compiles essential checklists for every stage of



medical practice mergers and acquisitions. It includes financial, legal,
operational, and cultural assessment tools designed to ensure comprehensive
due diligence. The checklists help buyers maintain organization and
thoroughness throughout the acquisition process.
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