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Joining A Medical Practice - - Getting it Right From the Start 
 

More women than ever before are entering the practice of medicine. Obviously, women 
physicians, like their male counterparts, want to get off to a good start. To do so will depend, in 
part, upon understanding and addressing certain key legal and financial issues. This article will 
highlight what these issues are for physicians in two situations: one, joining an established 
medical practice as an employee, and, two, becoming a “partner.” 
 
1. Employment Considerations. 
 

Assuming you have received an offer of employment from another physician or medical 
group, there are a number of important terms and conditions that you want to carefully consider. 
Whatever final terms you negotiate, it is essential that they be set forth in a detailed, written 
agreement. Do not accept a “handshake” deal. 
 

• Employee or Independent Contractor. Will the relationship be one of employer-
employee or independent contractor? The answer can affect who is liable to pay 
employment taxes, make tax withholdings and pay pension benefits. Simply 
calling the relationship that of an independent contractor is not enough. The 
Internal Revenue Service has guidelines in this area which must he examined. 

 
• Services. The agreement should describe the area(s) of medicine in which you 

will be expected to practice; your work schedule; and requirements for on-call 
coverage. 

 
• Term and Termination. An extremely important provision is the term of the 

agreement (e.g., one year or two years). However, you should be alert to any 
provision that permits your contract to be terminated prematurely, with or without 
cause, such as upon 30 or 60 days’ notice. 

 
• Compensation. The compensation to be paid to the employed physician is 

obviously an essential term. All too often, physicians end up fighting over 
compensation because they have not reached a clear under-standing and 
agreement on this point. Will you be paid a fixed salary or will compensation be 
based upon a percentage of the collections or “profits” that you generate? Will 
you be eligible for a bonus and, if so, on what terms? Who keeps the accounts 
receivable if your employment terminates? 



 
• Malpractice Insurance. Who will be required to pay for malpractice insurance? 

How much insurance will be carried, and will a “tail” policy be purchased if the 
parties later terminate their relationship? 

 
• Fringe Benefits. The agreement should describe in detail all fringe benefits that 

you will be provided. These often include vacation and educational leave, travel 
and entertainment, automobile expenses, professional dues and fees, and health 
and disability insurance. 

 
• Sickness. The agreement should address whether you will continue to be paid if 

you become sick or disabled and, if so, how much and for how long. Will a 
disability policy be purchased for you and, if so, with what benefits? 

 
• Partnership. What opportunity will you have to “buy-in” to the practice and 

become a partner? If an opportunity to become a partner is promised, the 
conditions to becoming a partner, as well as the basic terms of the potential 
partnership, need to be spelled out in some detail (e.g., the number of years until 
partnership; the buy-in amount; the percentage of ownership; the profit split; etc.). 
Otherwise, the “agreement” regarding an eventual partnership may not be 
enforceable. 

 
• Disputes. The agreement should specify whether disputes that might arise will be 

settled by mandatory arbitration or in a court, and whether the prevailing party 
will be entitled to attorneys’ fees and costs. 

 
• Restrictive Covenants. Does the agreement attempt to impose restrictions on 

where you can practice in the event your employment terminates? While such 
restrictive covenants are generally unenforceable (see California Business and 
Professions Code Section 16600), you will still want to have them deleted from 
the agreement, if possible. 

 
2. Becoming an Owner. 

 
If you have an opportunity to become a “partner,” there are a number of additional issues 

that you will need to address. Technically, the word “partner” applies only to a professional 
medical partnership. If you are going to become an owner in a professional medical corporation, 
then you will be a “shareholder.” As with the employment agreement, all of the essential terms 
and conditions of the ownership arrangement need to be set forth in writing. Key terms include 
the following: 
 

• Buy-In Amount. How much will you be required to pay to become an owner? 
Typically, the buy-in amount will be determined based upon the value of accounts 
receivable, equipment, furniture and supplies and the “goodwill’ of the practice. 
Will the full amount be paid at once or over a period of months or years? 

 



• Liabilities. Particularly in a medical partnership, you want to know what 
liabilities, if any, you may be assuming if you become a partner. In addition to 
potential malpractice claims, the partnership or corporation may have other debts, 
such as bank loans. 

 
• Management. What role will you have in the management of the practice? Will 

you have an equal voice or a minority vote only? 
 

• Profit Participation. How will profits be shared among the owners? Will they be 
split equally, based upon production or, perhaps, some other formula? 

 
• Fringe Benefits. What fringe benefits will you be entitled to as an owner? 

Typically, they will be greater than what a non-owner, employee can expect to 
receive. Will your benefits be equal to those of the other owners? 

 
• Withdrawal or Expulsion. Particularly today, partnership is not necessarily a 

lifetime commitment. It is very important to address under what circumstances, if 
any, can you be involuntarily expelled from the partnership or corporation. 
Common causes include the physician’s death, disability, or termination of 
employment. Further, if you are expelled or withdraw voluntarily, what will you 
be paid for your partnership or stock interest? 

 
• Restrictive Covenants. Unlike the situation with employment agreements, under 

certain circumstances, a restrictive covenant may be enforceable against a 
withdrawing or expelled partner or shareholder (see California Business and 
Professions Code Sections 16601 and 16602). Therefore, any proposed restrictive 
covenants must be carefully examined. 

 
 

Dealing with all of the issues connected with joining a medical practice may seem like a 
daunting task. However, carefully addressing, in advance, the issues described above, should 
enable you to protect your legitimate interests and focus your energies on practicing medicine. 
 
Jeremy N. Miller specializes in the representation of physicians for their healthcare and related 
business law needs. 


