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RETIREMENT

Closing a Medical Practice

Take these steps when the shingle comes down.

BY LAWRENCE F. KOBAK, DPM, JD, AND NEIL BAUM, MD

Reprinted with permission from The
Healthcare Administration Leadership
and Management Journal, Volume 2
Issue 5 pages 242-245, American Asso-
ciation for Physician Leadership®, 800-
562-8088, www.physicianleaders.org.

ne of the most common

issues faced by every

physician is the closure

of a healthcare practice.

Most physicians will
only close one practice in their med-
ical lifetime. There is no training or
education regarding this event. If it
is not done properly, however, the
consequences can be severe, includ-
ing penalties, fines, and unhappy
patients who were members of the
practice. Let’s look at the nine con-
cerns that must be addressed for any
practice closure.

Patient Notification

The physician should give their pa-
tients at least 30 days’ notice that the
practice is closing. Once you know your
practice is about to close, you should
stop accepting new patients. A letter
should be sent to all inactive and active
patients whose charts you are still man-
dated to preserve. A sample retirement
letter is shown in Figure 1 on the next
page. Each state will have a different
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number of years required to maintain
inactive patient charts. A means of ob-
taining a copy of their medical records
or a way to forward their records to the
medical provider of their choice must
be included in that letter. Suggesting
specific names for future medical care
could result in a lawsuit concerning

employment contract. That contract may
entitle the employee to some notice be-
fore the closure of the practice. Addition-
ally, any employee with benefits must
have those benefit providers notified of
any benefit termination. That would in-
clude health insurance, life insurance,
disability insurance, or any other benefit.

The physician should give their patients at least

30 days’ notice that the practice is closing.

negligent referral. It is better to refer the
patient to the local medical society to
obtain several names of physicians for
future care.

A more hands-on transfer of care
should be implemented for patients ac-
tively being treated. You can suggest
several physicians that you trust to con-
tinue their care. Cooperate in supplying
the patient’s records to the subsequent
physician. It is essential to have the
patient sign a HIPAA form before any of
their records are transferred to another
healthcare provider. This goes for active
or inactive patients.

Employee Considerations
The employer closing the practice
should consider all employees with an
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State laws must be applied for pensions
and any 401 (k) plan.

Disposal or Storage of Medical
Records
All medical records must be re-
tained, in either hard copy or a dig-
ital version, for a specified period,
which varies from state to state. If
you choose to store the records in
a storage facility, you should have
a signed Business Associate Agree-
ment with the facility to protect your-
self concerning HIPAA requirements.
Some facilities specialize in the stor-
age of medical files. These same
specialty facilities often offer safe
disposal of aged records. Of course,
Continued on page 80
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the physician may save the charts in
their home if held safely and secure-
ly. Each patient must know how to
obtain access to their chart. Letting
each patient understand how they
can access their chart at the time of
retirement, along with the retirement
letter, is the easiest way of accom-
plishing this.

The new owner can maintain
the patients’ records if you sell your
practice. However, the new owner
may not access those records to so-
licit those patients. That would put
the practice’s seller in jeopardy of
violating HIPAA law regarding patient
privacy.

Of course, upon notice that the
physician is selling the practice or
retiring, the patient may request that

0Old samples of controlled medication cannot be

disposed of in the trash or flushed down the toilet.

Example of a Letter
from a Physician Discontinuing
Practice to Patients

Dear Patients:

It is with mixed emotions that I announce my retirement from
active practice, effective (date). It has been a great pleasure providing
for your health care needs over the years, and it is not easy for me to

give it up.

As of (date), Dr. Robert Smith will take over my practice. I am
pleased that you could have him as your physician. Dr. Smith is a
well-trained graduate of State University Medical School. He served
his internship at Capital Memorial Hospital in Capital City and com-
pleted his residency at Jefferson University. I am glad to leave my pa-

tients in his capable hands.

Of course, you may seek medical care from another doctor if you
like. If you choose to do so, I recommend looking for a new physician
as soon as possible. Ms. Carla Johnson at the Capital County Medical
Society can help you begin your search by providing the names of
doctors in the area who are accepting new patients.

Your medical records are confidential, and a copy can be trans-
ferred to another doctor or released to you or to another person you
designate only with your permission. If you plan to continue with this
office, you can sign an authorization to release your files to Dr. Smith
on your next visit. If you choose to see a different physician, please
sign the enclosed authorization and return it to my office as quickly
as possible so we may transfer your records to your new doctor. Your
records will continue to be on file at my former office.

I have valued our relationship greatly. Thank you for your loyalty

and friendship over the years.

Best wishes for your future health.

Sincerely,

Jane X. Doe, MD
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their medical records be sent to their
new physician. Patients requesting a
copy of their records to be sent to the
next physician must first sign a valid
HIPAA authorization form. These
forms are available for free online. A
sample HIPAA authorization form is
shown in Figure 2.

Whether the buyer maintains the
patient records at home, in the office,
or at a storage facility, the selling or
retiring physician must retain a right
of access to the charts. The retiring
physician might need them if they
are subsequently sued or for any sub-
sequent civil, criminal, or insurance
audit. Such access is not considered a
HIPAA violation by the retiring physi-
cian.

Disposal of Drugs and Samples

Old samples of controlled medi-
cation cannot be disposed of in the
trash or flushed down the toilet.
Any unopened samples or bottles
of controlled substances should be
returned to the distributor. Opened
bottles may be accepted by the dis-
tributor. Your state’s Department
of Health may take any open con-
trolled substances. You must check
the rules in your state. If any form is
required for such surrender, keep it
or a copy of it for at least five years.
Controlled substances could also be
given to the DEA. A special agent
from the DEA assigned to your area
will tell you what to do to satisfy
their requirements.

Cancellation of Existing Contracts
and Leases

The owner of the closing practice
must review the lease of the prem-
ises. The terms of the lease govern
what is required. When is the lease
over? What is required to give notice
before renewal? Is renewal automatic
unless a specific notice requirement
is met? Can you break the lease? You
can always attempt to negotiate an
early termination of the lease; if such
a negotiation is successful, make sure
the new terms are in writing and
signed by both parties, the owner and
the renter.

Equipment and software leas-
es must be examined for possible
penalties incurred if you terminate

Continued on page 82
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HIPAA Release Form

Please complete all sections of this HIPAA release form. If any sections are left blank, this form will be invalid
and it will not be possible for your health information to be shared as requested.

Section I: I, , give my permission for
to share the information listed in Section II of this document with the person(s)
or organization(s) I have specified in Section IV of this document.

Section II: Health Information—I would like to give the above healthcare organization permission to: Tick as
appropriate: Disclose my complete health record including, but not limited to, diagnoses, lab test results, treat-
ment, and billing records for all conditions or disclose my complete health record except for the following infor-
mation: mental health records, communicable diseases including, but not limited to, HIV and AIDS alcohol/drug
abuse treatment records, genetic information, other (Specify)

Form of Disclosure: Electronic copy or access via a web-based portal hard copy

Section III: Reason for Disclosure—Please detail the reasons why information is being shared. If you are initiat-
ing the request for sharing information and do not wish to list the reasons for sharing, write ‘at my request’. ___

Section IV: Who Can Receive My Health Information—I give authorization for the health information detailed in
Section II of this document to be shared with the following individual(s) or organization(s):
Name:
Organization:
Address:

I understand that the person(s)/organization(s) listed above may not be covered by state/federal rules governing
privacy and security of data and may be permitted to further share the information that is provided to them.

Section V: Duration of Authorization—This authorization to share my health information is valid: Tick as appro-
priate: a) From to Or b) All past, present, and future periods Or
¢) The date of the signature in Section VI until the following event:

I understand that I am permitted to revoke this authorization to share my health data at any time and can do so
by submitting a request in writing to:
Name:
Organization:
Address:

I understand that: If my information has already been shared by the time my authorization is revoked, it may be
too late to cancel permission to share my health data. I understand that I do not need to give any further permis-
sion for the information detailed in Section II to be shared with the person(s) or organization(s) listed in Section
IV. T understand that the failure to sign/submit this authorization or the cancellation of this authorization will
not prevent me from receiving any treatment or benefits I am entitled to receive, provided this information is not
required to determine if I am eligible to receive those treatments or benefits or to pay for the services I receive.

Section VI:
Signature: Date:
Print your name:

If this form is being completed by a person with legal authority to act an individual’s behalf, such as a parent or
legal guardian of a minor or health care agent, please complete the following information:
Name of person completing this form:
Signature of person completing this form:
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the agreement prematurely. All your
contracts and leases must be re-
viewed to ascertain if they can be
assigned to the new owner if you are
selling your practice instead of sim-
ply closing it.

Physician License and DEA
Registration

You must notify your state’s Med-
ical Board or governing body of any
address change. If you are retiring
from active practice, they must be
told. Virtually every state requires
this. If you decide to keep an active
license to practice, you must keep up
with continuing medical education
requirements.

Additionally, you must contin-
ue to renew your registration. If you
have any doubts about retirement,
it is a good idea to maintain your
license and DEA number. It is much
easier and less expensive to main-
tain a license than to have a license

counts due. It is essential to adhere
to the state’s dissolution policy. It
is most often advisable to be assist-
ed by an experienced health law
attorney.

Medical Malpractice
Considerations

It is important to alert your pro-
fessional liability policy that you are
closing your practice location. If it

covered if you obtain the equivalent
of an occurrence policy.

Sale of Practice

The sale of a practice is a com-
plex affair with many rules and regu-
lations. Each state may have different
laws concerning such a sale. These
laws will affect who can buy, and
when and how they can buy. Retain-
ing a health law attorney with experi-

The sale of a practice is a complex affair with

many rules and regulations. Each state may have

different laws concerning such a sale.

is only one of multiple locations,
you must let them know that the
other locations will still be in op-
eration. Let them know if you are
moving to another location, too.
If you are retiring, you must con-
firm that you have an occurrence

You must notify your state’s Medical Board or

governing body of any address change. If you are

retiring from active practice, they must be told.

Virtually every state requires this.

reinstated. In that case, keeping your
registration and your DEA registra-
tion current and paid is advisable.
Likewise, the DEA must be notified of
any changes in your address.

Dissolving The Business

Every state has its own corporate
law. Dissolving a business, such as a
professional corporation or associa-
tion, of a professional limited liabil-
ity company (PLLC), is governed by
the individual state’s corporate law.
Each state has its own mechanism
to obtain the equivalent of what is
known as a certificate of dissolution.
After dissolution, a winding down
period is needed. During this time,
the physician must end any contrac-
tual obligations.

Additionally, during this time,
checks may still arrive from ac-

policy. If not, you must buy a tail
so that you will be covered for any
lawsuit filed after your policy ex-
pires. Some claims-made policies
have a five-year conversion or mat-
uration period. That means if you
have had the same policy for at
least five years and are now dis-
abled or retired, you are covered;
the policy automatically converts
or matures to what is, in effect, an
occurrence policy. If you should die
while having a claims-made policy,
and you or your estate is served
with a malpractice lawsuit for a pa-
tient you treated while you were
still alive, your estate would be li-
able and must defend that lawsuit.
If the case is successful, your estate
will have to pay the settlement or
finding of liability by the judge or
jury. You and your estate will be
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ence in this area of practice is highly
advisable.

Often, it is necessary to get the
word out that your practice is for sale.
You can go the route of using a broker.
Another option is getting the word
out through the sales representatives
that you deal with. Your local medical
society also can be helpful. Spread the
word at a meeting; take an ad in the
society’s monthly newsletter.

Bottom Line

Closing a professional practice
and retiring can be stressful. It in-
volves realizing that you are about to
have a profound disruption in your
life. To accomplish this less stressful-
ly, follow a few of these suggestions
and consider using a healthcare attor-
ney to guide you. PM
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