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Once upon a time, agreements seemed easy. Both par-
ties talked about the terms and conditions, shook 
hands, and that was that. No hidden clauses or seem-
ingly sketchy penalties. 

Don’t get us wrong. In some instances, that’s still the 
case. However, ever the pessimistic optimists, we’re highlighting 
a few items to look out for when signing a long-term contract.

KEEP AN EYE OUT FOR AUTOMATIC RENEWALS THAT COME 
WITH HEFTY INCREASES 

Mark your calendar to alert you or your team 60-90 days 
prior to the dates of all contract expirations. This gives you 
a chance to let them know your plans before automatic 
renewal (and fees) kick in. If you do decide to renew, you can 
negotiate the automatic price increase. 

SPOT EARLY PAY-OFF PENALTIES
When signing a contract that involves financing for new 

capital equipment, review it carefully to see if there is an early 
payoff penalty should you pay off the equipment quickly. 
This may not be negotiable when signing the contract, but 
it is something that every practice owner should be aware of 
prior to signing the contract.

EVALUATE THE FINANCING TERMS OF THE CONTRACT 
There several types of financing terms, including these 

popular ones:
Capital lease/Finance lease. This allows you to make fixed 

monthly payments and purchase the equipment for a nomi-
nal buyout at the end of the lease. The lessee is the owner, 
controls the equipment, may depreciate it, and maintains 
the equipment as an asset on their books.

True lease/Operating lease. This is also known as a fair mar-
ket value lease. The term of the lease is generally not greater 
than 75 percent of the equipment’s anticipated useful life. 
The present value of the lease payments should not exceed 
90 percent of the fair market value of the equipment using 
the lessee’s incremental cost of borrowing. The payments are 

usually less than finance leases and bank loans
Purchase upon termination (PUT) option. This means that 

the seller sets a definite residual value at the end of the 
lease at which you must purchase the item. It’s also called a 
closed-end lease. When the residual value of the item is high-
er at the end (the mandatory purchase price), the payments 
are lower during the term, because there is still a higher 
value for the asset when you have to purchase it but…you 
still have to purchase it. This allows you to budget for lower 
payments during the term of the agreement. When there is 

WHAT TO LOOK OUT FOR WHEN 
SIGNING CONTRACTS

Navigate hidden clauses in your contracts to avoid long-term constraints.
BY MARA SHORR, BS, CAC II – XIV AND JAY A. SHORR, BA, MBM-C, CAC I-XIV

DIGITAL CONTRACTS
We know that nearly every client of ours is 
currently utilizing a digital marketing firm 
for their website design, search engine 
optimization and, in some cases, email 
marketing and social media presence. 
That’s a great choice, and one we strongly 
encourage! However, we know that our 
clients will always be in the middle of those 
contracts. So what happens when a doctor 
decides to sell her/his medical practice? Does 
that particular contract (along with its terms, 
conditions, and pricing model) transfer to the 
new owner? Does it become null and void or 
is the previous practice owner responsible 
for the duration of the contract?
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a lower residual value at the end, the payments throughout 
the terms of the lease are higher.

CLARIFY TRANSFER OPTIONS
Understand what happens if and when you transfer the 

contract or if the contract is transferable at all. 
If you decide prior to or after paying off a laser that the piece 

of equipment was a huge mistake for your practice or you want 
to invest in newer technology, you need to know your options. 
Can you sell it to a colleague, sell it back to the manufacturer, or 
are you stuck with the latest addition to your laser graveyard? 
Make sure you know what you can and can’t do.

STAY ON TOP
As they say, the devil is in the details. Make sure you are on 

top of all contracts. Following this practical advice can save 
you thousands of dollars per year. n
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