When physicians think about selling a practice, they usually focus on patient charts, revenue, referral sources,
staff retention, and the purchase price for goodwill. Real estate often gets treated as a side issue, something to

sort out after the letter of intent is signed. In La Jolla, that approach can create expensive problems.

Property can be the quiet driver of value in Medical Practice Sales in La Jolla. A cardiology suite near the hospital
campus, a dermatology office in a high-visibility coastal corridor, or a long-held condo medical unit with
favorable parking can change the economics of a deal more than many sellers expect. The real estate may be
owned by the physician personally, held in a separate entity, leased from a third party, or shared across several

practitioners. Each setup affects price, taxes, financing, timing, and the buyer's appetite for the transaction.

The physicians who navigate this well usually start with one mindset shift. They stop viewing the real estate as an
attachment to the practice and start treating it as its own transaction track, closely linked to the practice sale but
governed by different risks and motivations. That distinction matters, especially in a market like La Jolla, where

space is limited, lease rates can be high, and location carries reputational as well as financial weight.

Why real estate deserves its own strategy

A medical practice sale can work even when the seller and buyer disagree on furniture, software conversion, or
transition consulting. Real estate is less forgiving. If the occupancy structure is unclear, the buyer may not be able
to get financing. If rent is above market, the practice value can be challenged. If the lease has only a short term

remaining, the buyer may hesitate to proceed at all.

| have seen otherwise healthy transactions stall because the practice looked profitable on paper, but the buyer
discovered late in diligence that the office lease would expire in eighteen months with no renewal option. | have
also seen sellers leave significant value on the table because they bundled the real estate terms carelessly,
offering a below-market long-term lease that sounded attractive in the moment but reduced the long-run

economics of a building they still intended to own.

In La Jolla, the location question is rarely neutral. Patients care about convenience, parking, neighborhood
familiarity, and perceived quality. Specialists care about proximity to hospitals, surgery centers, imaging, and
referral networks. Buyers care about all of that, plus whether they can stay in the same footprint without a

landlord dispute or a dramatic rent reset.



That means the real estate decision is not just legal housekeeping. It is part valuation, part succession planning,

part tax planning, and part negotiation design.

The four structures that usually shape the deal

Most Medical Practice Sales fall into one of four real estate arrangements. The practice may lease from an
unrelated landlord. The seller may own the building personally and lease it to the practice. The property may be
owned in a separate LLC with one or more physician owners. Or the practice may occupy a condo medical unit or

office suite within a larger association structure.
Each arrangement changes the questions a buyer will ask.

If the seller leases from a third party, the central issues are assignment rights, remaining term, options to renew,
rent escalations, use restrictions, exclusivity, parking, maintenance allocation, and landlord consent. Buyers often
assume assignment will be routine. It is not always routine. Some landlords use the sale as leverage to
renegotiate rent or tighten personal guaranties. In a premium market like La Jolla, a landlord may see a buyer

with stronger financial backing and decide this is the right moment to reprice the occupancy.

If the seller owns the property, either personally or through a separate entity, the buyer and seller must decide
whether the real estate will be sold with the practice or leased back to the buyer. That choice can meaningfully
alter deal structure. A seller nearing retirement may want the clean exit of selling both assets together. Another
may prefer to keep the building as an income-producing investment and lease to the buyer for ten years. Both

approaches can work, but they imply different valuations and different risk transfers.

Shared ownership structures create another layer. | have worked on transactions where two physicians jointly
owned the real estate, but only one sold the practice. The non-selling co-owner still had opinions about tenant
mix, signage, remodeling, and call schedules affecting use of common areas. If those rights are not documented

carefully, the practice buyer can inherit a practical headache that never appears on the financial statements.

Separate the value of the practice from the value of the property

One of the most common mistakes in Medical Practice Sales in La Jolla is blending these two valuations too
casually. The practice value is usually driven by earnings, risk, specialty trends, payer mix, growth prospects, and
the durability of patient demand. Real estate value is driven by market rent, cap rates, location quality, ownership

rights, condition, use limitations, and local market supply.

When those values get mixed together, both sides can misread the economics. A seller may believe the practice
is worth more than the market supports because the office is in a prime location. A buyer may agree to a higher
headline number without noticing that rent under the proposed lease is materially above market, which

effectively shifts value from the practice purchase to the real estate owner.

A cleaner approach is to evaluate each asset on its own terms. What would a fair market practice sale look like if
the premises were leased at market rent? What would the property command if sold or leased independently,
considering the current condition and medical use? Once those answers are on the table, negotiation becomes

more rational.

This is especially important in related-party lease situations. If a physician has been paying themselves below-
market rent for years, the practice profit may look artificially strong. A buyer who underwrites the business on
those earnings without normalizing occupancy costs can overpay. The reverse is also true. | have seen sellers
charge the practice inflated rent for tax or internal accounting reasons, depressing practice earnings and making

the business look weaker than it really is.



The La Jolla factor: scarcity, image, and practical access

Real estate in La Jolla is not interchangeable with general office space elsewhere in San Diego County. Medical
users care about details that non-medical brokers sometimes gloss over. Patient demographics tend to skew
older in some service lines, which elevates the value of easy parking, elevator access, ADA practicality, and
intuitive wayfinding. High-income patient bases can also place more weight on office presentation than sellers
expect. A beautiful suite does not automatically raise EBITDA, but it can support retention and referral comfort in

certain specialties.

At the same time, many buyers are wary of paying for prestige they do not need. A psychiatry or concierge
internal medicine practice may benefit from a polished coastal address. A back-office-heavy specialty may be less
willing to absorb top-tier occupancy costs if telehealth, satellite coverage, or alternative locations could preserve

patient volume at a lower fixed expense.

That tension shows up often in negotiations. Sellers tend to emphasize the cachet of the location. Buyers tend to
reduce it to math. The truth usually sits in the middle. In La Jolla, place has real value, but only if the specialty,

patient base, and growth plan can actually monetize it.

Lease assignment can make or break the timing

If the practice does not own its space, lease work should start early, often before the seller fully markets the

transaction. Buyers dislike surprises here because lenders dislike surprises here.

At a minimum, the parties should know whether landlord consent is required, whether the transaction counts as
an assignment or a change of control, whether rent can be adjusted, and whether the seller remains liable after
assignment. Some leases are poorly drafted for medical transfers and trigger broad landlord discretion. Others
have old use clauses that mention a retiring physician by name or restrict the premises to a narrow scope of

services that no longer matches the practice.
A short checklist helps surface the biggest lease issues quickly:

1. Confirm the exact remaining term, extension options, and notice deadlines.

2. Review assignment and change-of-control language with healthcare counsel.

3. Benchmark current rent, CAM charges, and escalations against local market terms.
4. Verify use rights, parking rights, signage, and any exclusivity provisions.

5. Engage the landlord early if consent is required and timing matters.

That is one of the rare cases where a list earns its place, because these issues are easy to miss and expensive to

discover late.

In La Jolla, | would add one practical note. Landlord response times can be slow when the property is part of a
larger investment portfolio or managed through multiple layers. A buyer who expects lease consent in a week

may be disappointed. Build time into the process.

Selling the building with the practice versus keeping it

Physicians often ask which route is better. The answer depends on retirement goals, cash needs, tax exposure,

and the quality of the buyer.

Selling the building with the practice gives finality. The seller receives liquidity, the buyer controls the location,

and the transaction avoids the future friction that sometimes arises in seller-as-landlord relationships. This route



can also strengthen buyer confidence because there is no dependency on a future lease renegotiation. For larger
buyers, including regional groups and private equity-backed platforms, ownership of key sites may be

strategically attractive.

Keeping the property can be smart when the building is well located, the seller wants recurring income, and the
buyer is financially stable. In that case, the lease must be built for longevity. Rent should be supportable, not
sentimental. Repair obligations should be clear. Renewal options should balance tenant stability with owner

flexibility. If the seller plans estate transfers or family ownership, those plans should be aligned before closing.

What tends to go wrong is not the decision itself, but the half-committed version of it. A seller decides to retain
the property but offers the buyer a vague lease with unresolved terms, hoping to sort it out later. That
uncertainty can reduce practice value because buyers discount ambiguity. A better approach is to negotiate the

occupancy structure with the same seriousness as the asset purchase agreement.

Fair market rent matters more than many sellers realize

Healthcare transactions invite regulatory attention whenever there are referral relationships, ancillary services, or
potential self-dealing concerns. Even outside highly regulated compensation issues, fair market rent is essential
because it supports the financial credibility of the deal. Over-market or under-market rent distorts earnings and

can create tax and valuation complications.

Appraisers and brokers may differ on exact figures, but the process should be disciplined. Look at comparable
medical office space, not just generic office comps. Adjust for parking, buildout quality, floor plan efficiency,
visibility, and whether the suite is truly medical-ready. A second-generation medical buildout can save a buyer
substantial tenant improvement costs, and that has practical value. At the same time, highly customized

improvements for one specialty may not translate fully to another.

| remember a sale where the seller insisted their four-op exam layout justified premium rent because the suite
had been expensive to build years earlier. The buyer planned to convert part of the space for aesthetics and
minor procedures, meaning half the legacy layout was not useful. Replacement cost did not equal tenant value in
that situation. Once both sides framed the conversation around market utility rather than historical pride, the

numbers came together.

Entity structure and tax planning should be handled before the deal
gets serious

Real estate ownership in physician transactions is often messier than it appears. The building may be titled in a
family trust, a disregarded LLC, a partnership, or an older corporation. The practice itself may operate through a
different entity than the one named on the lease. Sometimes no one has looked closely at those documents in

years.

That can create avoidable friction. If the wrong entity signs the purchase documents, lender requirements may
not be met. If the seller wants to separate the real estate from the operating company just before closing, tax
consequences can be unpleasant. If there are multiple owners with different bases and different exit preferences,

the transaction can stall while everyone recalculates after-tax outcomes.

This is one area where early coordination among the healthcare attorney, real estate attorney, CPA, and
transaction advisor pays for itself. Not because complexity is glamorous, but because it prevents rushed
decisions. A sale that looks attractive on a gross basis can feel far less attractive after state and federal taxes,

depreciation recapture, transfer costs, and debt payoff are layered in.



Due diligence should go beyond the lease abstract

Buyers who focus only on the lease summary miss important real estate risks. Medical space carries operational
and compliance issues that general business buyers may overlook. Buildout age matters. HVAC capacity matters.
Plumbing and electrical capacity matter. So do accessibility, waste handling, imaging shielding if relevant, and

any history of water intrusion or deferred maintenance.
A prudent buyer usually wants to understand at least these practical points:

1. The physical condition of the suite, including systems with high replacement cost.
2. Whether the current layout suits the intended specialty and staffing model.

3. Any permit, code, or ADA issues likely to require correction.

4. The true occupancy cost after pass-throughs, parking, and maintenance.

5. Whether expansion, subleasing, or signage rights exist if the practice grows.

Again, a short list adds clarity here because these are the categories that most often affect price or post-closing

headaches.

In one ophthalmology-related transaction, the practice was profitable and the patient demand was strong. The
hidden issue was a landlord maintenance dispute over HVAC performance in procedure rooms. The seller had
learned to live with it. The buyer had stricter requirements and wanted a rent credit plus a repair covenant before
closing. The disagreement was not dramatic, but it delayed closing because nobody addressed building systems

early. This happens more than people think.

Buyers and sellers often want different things from the same space

A retiring physician may see the office as stable, familiar, and fully functional. A younger buyer may see
inefficiency, dated finishes, too many private offices, and not enough procedure capacity. A platform buyer may
want standardized branding and patient flow. None of those perspectives is wrong, but they affect how the real

estate should be priced and documented.

This is why “medical office” is not a single category in negotiation. The value of the premises depends on fit. A
turnkey suite can justify stronger rent or a cleaner sale if the incoming physician can operate on day one with
minimal changes. If major renovation is needed, the buyer may ask for free rent, tenant improvement allowance,

purchase price adjustment, or delayed commencement.

In La Jolla, renovation economics deserve careful attention. Construction timelines can stretch. Permitting can be
frustrating. Parking and access constraints can complicate contractor work. A seller who retains the property and
signs a tenant without acknowledging those realities may spend the first year of “passive” income negotiating
punch lists and buildout disputes.

The transition period deserves its own planning

A smooth practice handoff often requires the seller to remain for several months, sometimes longer. That
transitional role can create real estate questions of its own. Will the seller still use a private office? Who controls
scheduling priorities if space is tight? If cosmetic improvements are planned, when can they occur without
disrupting patient care? If the seller retained the building, what happens if the buyer expands or adds providers

during the transition?



These details sound small until they start affecting operations. Written clarity is better than professional goodwill
alone. Mature deals account for exam room allocation, signage changes, records storage, after-hours access, and
Medical Practice Sales in La Jolla the timing of any remodel work. In multi-physician practices, space allocation
can become especially sensitive because staff loyalty and patient routines are tied to where and how care is

delivered.

A practical negotiating stance for La Jolla sellers

Sellers in La Jolla are often in a stronger real estate position than they realize, but they can weaken it by
overplaying the hand. A buyer usually expects premium terms for premium space. What the buyer resists is

uncertainty, not value itself.

The most effective sellers do three things well. They present clean documents. They separate practice value from
property value. And they show that the occupancy arrangement is durable. That might mean a well-supported
fair market lease, a property appraisal to frame expectations, a landlord consent path mapped out in advance, or

a straightforward purchase option if the parties want flexibility.

What does not work well is treating the real estate as emotional legacy property inside a financial transaction.
Buyers respect quality space. They do not pay extra for sentiment unless it creates measurable business

advantage.

Where deals tend to wobble

Most failed transactions do not collapse because one side behaved badly. They wobble because assumptions go
untested. The seller assumes the lease is assignable. The buyer assumes the current rent is market. The landlord
assumes they can revise terms. The CPA assumes the real estate entity can be moved without friction. Then

everybody learns, late, that one of those assumptions was wrong.

La Jolla adds enough value and scarcity to make these mistakes costly. A lost site can damage continuity. An

overpriced site can damage returns. A poorly drafted lease can damage both.

For physicians preparing for Medical Practice Sales, the best time to evaluate the real estate is before marketing
begins, not after a buyer is emotionally committed. That early work rarely feels urgent, which is why many people
postpone it. Yet it is exactly the work that gives the seller leverage later. When the occupancy story is clean,

buyers focus on the strength of the practice rather than the risk around the premises.

Handled properly, real estate can support the sale, protect continuity for patients and staff, and improve the
economics for both sides. Handled casually, it can turn a promising deal into months of avoidable renegotiation.
In a market like La Jolla, where location is both asset and constraint, that difference is not minor. It is often the

difference between a smooth closing and a transaction that never quite gets there.
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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.



