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Exit Strategies for Physician Groups
By Dan Gaffney
Partner, Wealth Services Group
Moss Adams LLP

Whether you’re a physician with a 
small or large group, you’re likely 
concerned about the future of your 
practice. You’ve dedicated a great 
deal of time and energy to build-
ing your practice and taking care 
of patients. Perhaps your clinic is 
thinking of combining forces with 
a hospital to better cope with the 
wealth-shrinking impact of last 
year’s financial meltdown or to 
deal with the anticipated conse-
quences of health care reform or to 
help with long-range planning is-
sues surrounding recruiting, reten-
tion, and succession. Or perhaps it 
was your plan all along to retire in 

the next few years. By whatever 
path you took to get here, you’re 
now approaching a crossroads: a 
milestone that affects your prac-
tice, your family, your wealth, and 
your future. 
The crossroads is the transition 
of your practice. When the time 
comes for transition—whatever 
your reason—you want to make 
sure your practice and your pa-
tients will be left in good hands. In 
a perfect world you'd find someone 
who’ll pay you precisely what you 
believe your practice is worth and 
at the same time provide the same 
level of care to your patients that 
you did. 
Any final ownership transition 
plan needs to take into consider-
ation your retirement goals and 
your needs. It must contain a price 
and terms to provide sufficient 
cash flow to fund your retirement 
and maintain your lifestyle while 
being economically feasible for 
the new owners to sustain the 
practice. But successful ownership 
transition really begins with iden-
tifying potential successors, which 
may include new physicians, other 
clinics, or hospitals.
Physicians must evaluate many 
factors before transitioning their 
practice. A few of the key areas of 
focus that are integral to a success-
ful transition plan are:  

• Entity structure. Business enti-
ties structured years ago may 
not have been designed with 
succession in mind and may 
create adverse tax consequenc-
es to the seller or purchaser. 
The original entity structure 
must be evaluated to determine 
whether any further restructur-
ing is needed to facilitate any 
potential future transaction. 
Entity structuring is a key area 
to address well in advance of 
any potential business transi-
tion in order to ensure that the 
physician group is positioned 
to maximize its return.

• Assessing your ownership 
transition choices. Who are 
your buyers? There are dif-
ferent issues associated with 
each of your options. If you’re 
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Letter from the Publisher and Editor

Dear Reader,
Now that healthcare reform has become law, 
many organizations are developing plans for it’s 
successful implementation and administration. 

Our current times remind me of 1996.  That 
was the year the Health Insurance Portability 
and Accountability Act (HIPAA) was enacted.  
HIPAA was intended to combat fraud, abuse, 
and waste and make the system more efficient.  
The federal government’s initial estimate of the 
cost of complying with HIPAA was $3.8 billion.  

This was much lower than industry estimates as the American Hospital As-
sociation alone estimated the hospital industry’s cost of compliance at $22.5 
billion.  Although hard to find, many companies used external resources like 
attorneys, accountants and consultants to successfully implement HIPAA.

The new law is much more expensive and complicated than HIPAA and 
you will again need external resources. Fortunately, unlike 1996,  you can 
quickly and easily find attorneys, accountants and consultants by visiting 
the Consultant Marketplace page of the California Healthcare News web 
site at cahcnews.com/consultant.  Until next month,

David Peel, Publisher and Editor
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transitioning to younger phy-
sicians, your ability to attract 
quality candidates will be criti-
cal, since younger physicians 
are often not interested in their 
own practice but rather attract-
ed to the stability of a hospital. 
If you’re looking at selling to a 
larger clinic or a hospital, then 
you have many issues to con-
sider, ranging from outright 
sale of the practice to a joint 
venture. Regardless of your 
transition strategy, the chang-
ing economic and regulatory 
environment requires even 
greater cooperation between 
physicians and hospitals, and 
any transition plan must take 
this into consideration.

• Managing the tax impact. Tax 
is always a major component 
of any transaction, and appro-
priate steps must be taken to 
manage this cost when plan-
ning, negotiating, and structur-
ing a deal. However, federal 
income tax, both corporate and 
personal, isn’t the only compo-
nent to be thinking about. State 

and local sales tax, use tax, 
business tax, and any personal 
property or real estate excise 
taxes must also be factored 
into the transaction, since these 
costs are often overlooked un-
til the end—creating an un-
pleasant surprise.

Ownership transition is the process 
by which you transfer ownership 
to both maximize value and fulfill 
your financial goals. It provides an 
orderly exit for you while enhanc-
ing your practice’s value. Once 
you’ve established your personal 
and financial needs, determined 
the value of your practice, devel-
oped cash flow models, and iden-
tified potential management suc-
cession issues, you can evaluate 
the various options for transferring 
ownership and choose the most ad-
vantageous one. 
It’s important to remember that 
your situation is unique. Every 
physician and every practice has 
a different financial scenario, per-
sonal circumstances, operations, 
management, knowledge and edu-
cation, motivations, and hopes. A 
meaningful ownership transition 

plan will lead to increases in cash 
flow, greater transferable value, 
long-term practice continuity and 
success, and continuous high-qual-
ity care for your patients.

This is a very difficult and de-
manding time to be a physician 
running a practice. Because of all 
of the challenges facing you today, 
from the changing regulatory en-
vironment to capital constraints to 
recruiting and retention of top tal-
ent to the economy, now is a great 
time to evaluate your options.

Dan Gaffney is a Partner with 
Moss Adams LLP and a leader and 
steering committee member for the 
firm’s Wealth Services Group. He 
specializes in serving physicians 
and medical groups with tax is-
sues, strategic and operational 
business planning, estate plan-
ning, retirement planning, and 
business succession planning. He 
can be reached at 425-303-3195 
or dan.gaffney@mossadams.com. 
To learn more about Moss Adams 
LLP visit their web site at www.
mossadams.com. 

The Consultant Marketplace, located on the California Healthcare 
News web site, is where over 60 companies that specialize in providing 
services or products to healthcare organizations are found. 
When using external firms, doesn’t it make sense to use those that 
specialize in healthcare?
Visit cahcnews.com/consultant to learn more.
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Physician Integration - California Style
By Tom Kumura, FHFMA
President
Kumura & Associates, Inc.

According to an Association of 
American Medical Colleges and 
AMA survey of physicians un-
der the age of 50, time for fam-
ily/personal life is very important.  
(Edward Salsberg, Association of 
American Medical Colleges, Na-
tional Physician Workforce Trends, 
April 22, 2009)

The aging physician population 
and family friendly work attitudes 
of younger physicians are the ma-
jor limiting factors on physician 
supply.  In some cases, it may take 
two younger physicians to replace 
one older physician who has been 
working 75+ hours a week.  
In addition, as a response to unrea-
sonably low reimbursement from 
governmental payors and the in-
creased administrative headaches 
associated with third party insur-

ance companies, some physicians 
have begun practicing concierge 
medicine.  These physicians limit 
their practice to a small number of 
patients who pay an annual “access 
fee” which affords them quicker 
office visits that are not hurried.
Other physicians have become 
more hospital-based.  These in-
clude hospitalists, intensivists, 
neurointensivists, orthointensiv-
ists, pediatric intensivists, labor-
ists, and nocturnists. Combining 
this trend with the increased de-
mand for healthcare services due 
to population growth, aging of the 
population and advances in medi-
cal technology will only result in 
additional physician shortages. 
Physician integration strategies are 
increasing as hospitals attempt to 
secure a stable base of physicians 
to work with.  These strategies in-
clude:
• Medical Directorships
• Emergency Room On-call
• Co-management Arrangements
• Joint Ventures
• Employment

Medical Directorships
Medical directorships are used 
by some hospitals to secure the 
administrative services of  physi-
cians with specific clinical experi-
ence.  The duties of these medical 
leadership positions are typically 
documented in written agree-
ments, which also state the aver-
age number of hours required per 
month and the fair market value 

of hourly compensation.  
Emergency Room On-call
Hospitals are deciding whether to 
pay fair market stipends for ER 
on-call or to have their ER go on 
divert status.  In certain special-
ties, like neurosurgery or ortho-
pedic surgery, it is not unheard of 
for hospitals to pay a stipend of 
$1,000 a day.
Co-management Arrangements
Under a Co-management service 
agreement, a hospital works with 
a management company formed 
and jointly operated with individ-
ual solo practicing physicians and 
physicians from medical groups to 
co-manage a clinical department 
or specific service line.  The man-
agement agreement is typically 
from one to three years and pro-
vides fixed and incentive compen-
sation.
The incentive portion of the com-
pensation is based on achieving 
specific targets focused on opera-
tional improvements, patient satis-
faction and/or improved outcomes.  
The fixed portion of the manage-
ment service agreement is paid 
monthly and used primarily to pay 
operating expenses and physicians 
for their time served on manage-
ment boards and committees.  A 
fair market analysis may be used 
to support hourly rates paid.   In 
addition, the rate paid to other 
healthcare management provid-
ers may be reviewed to justify any 
percentage of revenue co-manage-
ment fees paid.  Depending on the 



-5-

Volume 2, Issue 5

Like you, 
we spend a 
lot of time 

listening.

Before an advisory firm can help you strengthen your practice’s financial 
operations, it needs a deep understanding of the challenges you face. And the 
opportunities you can leverage.

For more than 35 years, Moss Adams LLP has been listening to our health 
care clients, offering personal, partner-level service to help them better meet 
the needs of their patients and communities.

Put our expertise to work for you.

certified public accountants  
business consultants

www.mossadams.com
healthcare@mossadams.com

specific duties and performance 
incentives, co-management fees 
of 2 to 6% of net revenues are not 
unusual.
Joint Ventures
Hospital and physicians may de-
cide to work together on a health 
care joint venture that generates 
technical revenues.  Joint ventures 
are much more complicated and 
take significant time and resources 
to develop.  Investors frequently 
earn a return based upon their 
ownership percentage.
Should a joint-venture involve 
an established business such as 
an ambulatory surgery center, it 
should be purchased at fair market 
value to avoid ruling afoul of Stark 
regulations and anti-kickback stat-
utes.
Employment
California has a corporate practice 
of medicine doctrine which pro-
hibits business corporations from 
employing physicians.  According-
ly, hospitals have contracted with 
physicians to provide their profes-
sional expertise.  In most cases, 
the hospital produces a technical 
bill with the physician producing a 
separate professional bill.  
Some hospitals have developed 
medical foundations, which hire 
physicians in medical groups 
through a professional service 
agreement.  The medical founda-
tion may be a subsidiary of the 
hospital but has its own medical 
foundation board.
The medical foundation oversees 
the day to day operations, assets 
and research/community educa-
tion, while the medical group is re-
sponsible for distribution of com-
pensation, quality of care/patient 
satisfaction and other physician 
employment duties.  The medical 

foundation needs at least 40 physi-
cians in 10 different specialties.
Conclusion
Some hospitals may attempt alter-
natives such as employing physi-
cians to staff hospital clinics/out-
patient departments.  Others may 
attempt to use a “Friendly Profes-
sional Corporation” where a pro-
fessional service agreement is se-
cured with a physician corporation.
As hospitals and medical groups 
struggle to cope with decreased re-

imbursement and the limited sup-
ply of physicians, other physician 
integration strategies may evolve, 
with the market determining who 
the winners will be.

Tom Kumura is the President of 
Kumura & Associates, Inc., a na-
tionally recognized healthcare 
consulting firm.  His firm special-
izes in fair market valuations, mar-
ket analysis and other services.  He 
can be reached at 760-310-8882.
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Chief Nursing Officer
Responsible for the direction of nursing and other servic-
es as assigned. As a member of the senior management 
team, this position carries ultimate authority and respon-
sibility for planning, organizing, implementing, and 
evaluating nursing/patient care programs, performance 
improvement activities, infection control initiatives, 
hospital-wide planning, and regulatory compliance ac-
tivities. Assumes duties as directed by the Chief Operat-
ing Officer/Administrator and acts on behalf of the Chief 
Operating Officer/Administrator in his absence. Respon-
sible to the Chief Operating Officer/Administrator.

Requirements

Bachelor of Science; Masters Degree preferred and/
or an active plan in place to complete Masters Degree. 
Demonstrated ability of sound management and proven 
leadership skills. Demonstrated ability to manage the in-
terests of the Hospital. Ability to organize and perform 
analytic operations so as to produce relevant statistical 
data as it applies to hospital planning and budgetary con-
sideration. At least 5 years of progressively responsible 
experience in nursing health care management; prefer-
able 2 years at the executive leadership level.  Current 
California RN License required and BLS.

To learn more and apply visit our web site at www.
olympiamc.com

Director of Marketing Strategy/
Program Development

Develop, implement and execute strategic plans to win in 
the market place. Build and improve physician relations, 
marketing plans and enhance centers of excellence. Iden-
tify, build and manage long-term partners in the health-
care industries. Collaborate with management to identify 
and evaluate new markets for existing programs, new 
programs and and marketing service line business plans-
partnership opportunities. Manage existing Out-patient 
Program Clinics and Marketing Department support 
staff. Manage Marketing/PR, budget and ROI.

Requirements

BA/BS in Marketing/Business Development (MBA/
MSPH strongly preferred).  A minimum of 5 years re-
cent related experience in the healthcare industry.  Self-
motivated, passion for the industry and solid relation-
ships with network colleagues and a proven track record.  
Strong leadership, project and time management skills.  
Outstanding analytical, written and verbal communica-
tion skills, including report writing. Strong interpersonal 
skills as well as oral and communication skills.  

To learn more and apply visit our web site at www.
olympiamc.com

Only local California candidates will be considered, no 
relocation offered.

Located in Southwest Washington State, 
PeaceHealth’s St. John Medical Center 
includes a 200-bed acute care medical 
center and PeaceHealth Medical Group, 
a 100+ clinician multi-specialty practice. 
We are a mission and values-oriented 
faith-based nonprofit healthcare system. 

We want to share our excitement with 
you! We offer a competitive salary and 
comprehensive benefits package. For a 
complete job description and online 
application, visit: 
www.peacehealth.org/careers

Curious seekers contact: 
DTroyer@peacehealth.org, 
360-636-4106.

Director HIM
Min. 5 years progressive 
HIM management experi-
ence, RHIA or RHIT, with 
Bachelors degree in HIM or 
related field.

Director Contracts
Min. 5 years related ex-
perience in the healthcare 
finance industry in contract-
ing capacity. 

Materials Management 
Information Systems 
Analyst
Minimum of two years’ expe-
rience performing business 
application analysis, data 
analysis, report writing, and 
decision support in a health-
care materials management 
application environment.

PeaceHealth
Dedicated to Exceptional Medicine and Compassionate Care

Community Health Center La Clinica, a large 
Tri-Cities integrated Federally Qualified Health 
Center (FQHC) primary care network that 
produces over 100,00 patient encounters 
annually, is recruiting for dynamic, 
patient-centered and customer-service-oriented 
primary care  providers. Our system provides 
Family Practice, Pediatrics, Internal Medicine, 
WIC, Urgent Care, OBGYN, Geriatrics, Dentistry, 
Psychiatry and other Social Services to over 
30,000 patients. 

Our network is an approved NHSC Recruitment 
and Retention provider site and we also 
participate in the Washington State Department 
of Health, Health Professional Loan Repayment 
Program. We are committed to offering network 
services in a comfortable, personable, 
professional and culturally competent manner. 

If you’re looking to join a respected primary 
system dedicated to “positively touching our 
patients lives – one life at a time,” please e-mail 
your resume to careers@laclinicanet.org or fax 
your resume to (509) 547-6670. Come be a part of 
a progressive and integrated primary care delivery 
system on the move. 

We are currently        
seeking the following    
key positions:

• Chief Medical                
Officer

• Internal Medicine     
Physicians

• Family Practice          
Physicians

• Pediatric Physicians

• Advanced Registered 
Nurse Practitioners

• Financial Analyst
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Program Manager - Geriatric Day 
Health/Reflections

Responsible for the overall strategic direction 
and program development for both the Center for 
Geriatric Health and Reflections (Senior Psych) 
Outpatient programs. Will manage day to day op-
erations and market out-patient clinic programs 
to the Geriatric community, Psych patients, Se-
nior Centers and Assisted Living facilities.

Requirements

Current CA RN license, (BSN preferred), BLS, 
previous supervisory, management experience in 
an acute hospital setting and experience manag-
ing out-patient programs. Must have experience 
with geriatric population and geriatric psych pa-
tients.

To learn more and apply visit our web site at 
www.olympiamc.com

Only local California candidates will be consid-
ered, no relocation offered.

 

Are you looking to move forward in your 
career? B. E. Smith is currently recruiting 
top talent for these outstanding nursing 
leadership opportunities: 

 
Director of Perioperative Services - Los Angeles 
Director of Surgery - Northern California 
Director of Surgical Services - Oregon 
Director of Specialty Services - Oregon 
Director of Medical Surgical - Oregon 
Director of Surgery - Montana 
Director of Surgical Services - Washington State 
Director of Critical Care - New Mexico 
Manager of Medical Surgical - New Mexico 

 
For more information on these and any other of our 
opportunities, please call: 
Roseann Pena, RN, BSN, MBA/HCM, NE-BC 
Assoc. Vice President, Talent Strategies 
800.401.6739 
Send your resume to 
talent@besmith.com 
 
www.besmith.com 

Since 1936, PeaceHealth has provided health 
care in Oregon’s southern Willamette 
Valley.  PeaceHealth’s Oregon Region, in 
Eugene/Springfield, Oregon includes Sacred 
Heart Medical Center, one of the largest and 
most respected medical centers between 
Portland and San Francisco, and Oregon Heart 
& Vascular Institute, one of the busiest and most 
respected cardiac and vascular centers in the 
Northwest. 

We are a nonprofit, mission and values-oriented 
healthcare delivery system. We offer a competi-
tive salary and comprehensive benefits package. 
For a complete job description and to apply on 
line, visit: www.peacehealth.org/careers

To learn more contact: 
CMurrow@peacehealth.org, 
541-686-3898.

Executive Director of 
Oregon Heart & Vascular 
Institute (OHVI)
Minimum 7 years progressive 
leadership experience re-
quired; must include hospital 
operations.  Bachelors degree 
in clinical discipline required.  
Masters degree in Business 
or Healthcare Administration 
Preferred.
Assistant Administrator 
Critical Care Services
Minimum 7 years progressive-
ly responsible nursing man-
agement experience required. 
Bachelors degree in related 
field required.  BSN highly 
preferred. Masters degree in 
related field highly preferred.  
Current RN licensure in the 
State of Oregon, or eligible.

PeaceHealth
Dedicated to Exceptional Medicine and Compassionate Care

Senior Manager,  
Pharmacy Analytics

Helping make health care for Californians easy, accessible 
and reasonably priced is a great calling. Knowing that your 
company has channeled over $100 million back into Cali-
fornia communities and will continue to do so is flat out up-
lifting. Join the hardest working, not-for-profit health plan in 
California and be part of the solution.

The Senior Manager of Pharmacy Analytics will oversee 
a team of eight analysts and provide leadership and ex-
pertise to help evaluate the pharmacy program impact and 
performance for our Commercial and Medicare member-
ship.

QUALIFICATIONS: BA degree and seven years related 
leadership experience and/or training, or equivalent com-
bination of education and experience; Masters or Doctor 
of Pharmacy a plus.  Prior managerial experience in phar-
macy claim analysis preferred.  Demonstrated experience 
in interpreting analytic results and providing recommenda-
tions to leadership team preferred.  Experience in quantita-
tive and statistical methods to measure impact of pharmacy 
programs using pharmacy and/or medical claims data pre-
ferred.  

To apply, see additional requirements and learn more con-
tact:

Judy Stenson-Musa
Senior Nursing and Pharmacy Recruiter
(415) 229-5682
judy.stenson-musa@blueshieldca.com
www.blueshieldca.com/careers

Blue Shield of California is an Equal Opportunity Employer.

Nurse Manager, Care Management
The nurse manager is responsible for building 
a high-performing team of nurses and coordina-
tors committed to providing exemplary service 
and ensuring the delivery of high quality care. 
The manager is responsible for coordinating the 
overall direction of the care management depart-
ment, managing staff, and performing some day-
to-day review and coordination functions.

EDUCATION, EXPERIENCE & TRAINING RE-
QUIRED 

• Current unrestricted California nursing li-
cense

• Supervisory/management/leadership expe-
rience – 3 years preferred

• Knowledge of and experience with state 
and federal insurance programs, preferred. 

• PC proficiency required; MSOffice skills 
(Outlook, Word, Excel, PowerPoint). 

Interested parties please apply here: 
https://home.eease.com/recruit/?id=46903 
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