
BVR’s Guide to Healthcare Valuation 3

Table of Contents
Chapter 1—Healthcare Industry Trends and Emerging Issues                    1-1
By Cindy Eddins Collier and Richard D. Crawford  

Chapter 2—Healthcare Market Structure and its Implication for 
   Valuation of Privately Held Provider Entities—An Empirical Analysis         2-1
By Mark O. Dietrich 

Chapter 3—Brief Summaries of Medicare and Medicaid           3-1
Prepared by  Earl Dirk Hoffman, Jr., Barbara S. Klees, and Catherine A. Curtis

Chapter 4—Valuation Standards               4-1
By Edward J. Dupke 

Chapter 5—Overview of Cost of Capital Models            5-1
By James Harrington 

Chapter 6—The Anti-Kickback Statute and Stark Law: Avoiding Valuation of Referrals       6-1
By James Pinna and Matt Jenkins 

Chapter 7—Tax-Exempt Healthcare Organization Valuation Issues          7-1
By Robert F. Reilly 

Chapter 8—Tax-Exempt Hospitals Under the Microscope—
   How Much Charity Care are You Providing?             8-1
By Robert Wolin, Susan Feigin Harris, Jason Pinkall and Edward Beckwith  

Chapter 9—Why Boards of Directors Need to Understand Valuation Issues        9-1
By Eleanor Bloxham 

Chapter 10—Choosing and Using the Right Valuation Methods for Physician Practices   10-1
By Mark O. Dietrich 

Chapter 11—Critical Condition—A Coding Analysis for a Physician Practice Valuation     11-1
By Mark O. Dietrich and Frank Cohen 

Chapter 12—Designing a Chart of Accounts to Meet the Needs of Physician Practices     12-1
By David N. Gans and Steven Andes 

Chapter 13—Benchmarking Practice Performance          13-1
By Gregory S. Feltenberger and David N. Gans 

Chapter 14—Understanding and Using MGMA Data to Normalize 
   Physician Compensation and Perform Financial Statement Benchmarks      14-1
By David Fein

Chapter 15—The CPA’s Role in Mergers and Acquisitions 
   Due Diligence Assistance to PPMCs and Private Equity Firms        15-1
By  Ronald D. Finkelstein and Lydia Glatz

Chapter 16—When the Marriage is Over, What is the Practice Worth?       16-1
By Stacey D. Udell 

Chapter 17—Jurisdictional Issues in Physician Practice Divorce Valuation: California     17-1
By Kathie Wilson and Tracy Farryl Katz 



BVR’s Guide to Healthcare Valuation4

Chapter 18—Valuation of Physician On-Call and Coverage Arrangements      18-1
By Greg Anderson 

Chapter 19—Valuing Medical Director Services          19-1
By Andrea M. Ferrari and Timothy R. Smith 

Chapter 20—Valuing Management Services Contracts Between Physicians and Hospitals    20-1
By Randy Biernat

Chapter 21—Valuing Clinical Co-Management Arrangements        21-1
By Greg Anderson and Scott Safriet

Chapter 22—Fair Market Value: Ensuring Compliance within the Life Sciences Industry     22-1
By Ann S. Brandt, Jason Ruchaber and Timothy R. Smith 

Chapter 23—The Valuation of Hospitals            23-1
By Don Barbo and Robbie Mundy 

Chapter 24—Valuing Joint Ventures & ‘Under Arrangements’        24-1
By Carol Carden 

Chapter 25—Ambulatory Surgery Centers           25-1
By Todd Sorensen 

Chapter 26—Valuation Considerations Specifi c To Diagnostic Imaging Entities      26-1
By Doug Smith

Chapter 27—Valuing Dialysis Clinics            27-1
By Carol Carden 

Chapter 28—Home Health Care Services                  28-1
By Alan B. Simons 

Chapter 29—What is to be Learned From Caracci?          29-1
By Mark O. Dietrich and Kenneth W. Patton 

Chapter 30—Quality Performance and Valuation:  What’s The Connection?      30-1
By Alice G. Gosfi eld 

Chapter 31—Deal Structure and Tax Considerations in Asset and Stock Transactions     31-1
By Scott Miller 

Chapter 32—Fairness Opinions: Is the One You Receive Beyond Dispute?      32-1
By Cain Brothers

Chapter 33—Valuation of S Corporations           33-1
By Nancy Fannon and modifi ed by Laura Pfeiffenberger

Chapter 34—Flat Medicine? Exploring Trends in the Globalization of Health Care     34-1
By Robert K. Crone

Chapter 35—Buy-Sell Agreements: An Overview          35-1
By Chris Mercer 



BVR’s Guide to Healthcare Valuation 5

Introduction

Healthcare is the single largest segment of the economy, the fi nancial aspects of which are perhaps the least well 
understood.  BVR’s Guide to Healthcare Valuation brings together the country’s top healthcare industry experts in the 
fi rst comprehensive undertaking aimed at providing both preparers and users of valuation reports with an in-depth 
understanding of individual industry subsectors.  From physician practices to home health care agencies, valuation 
across the continuum of medical care venues is addressed.

First and foremost, each member of the panel of valuation experts provides guidance consistent with the manda-
tory regulatory constraints on valuation assumptions and methodologies in the healthcare industry.  Specifi c risks 
under the Stark Law and Anti-kickback statute are addressed in a separate chapter along with real advice on how 
to deal with them in a valuation engagement.  The import of the nonprofi t hospital sector is addressed in another 
chapter on inurement and tax exemption issues.

As will be clear to experienced healthcare appraisers and other readers alike, no valuation task can be accom-
plished without a thorough understanding of the market area in which the entity being valued operates.  Despite the 
signifi cance of national trends and the federal Medicare program in the valuation of healthcare enterprises, local 
differences in provider reimbursement by health insurers and individual state Medicaid programs lead to signifi cant 
differences in operating results and value.  

Notably, each of the valuation chapters provides keen insights on the signifi cance of understanding the revenue 
cycle.  The manner in which healthcare providers—such as physicians, hospitals, imaging or ambulatory surgery 
centers—are paid or reimbursed for their services varies radically.  As such, an assumption about infl ation or growth 
in per unit reimbursement appropriate for one of these sectors may be wholly inappropriate for another.

The largest number of provider entities and the most frequent valuation engagement involves physician prac-
tices and the Guide refl ects this.  In addition to a detailed valuation chapter, the Guide includes chapters on how to 
analyze CPT® codes and the use of MGMA data.  Where a medical practice valuation is the most common form of 
healthcare valuation, the most common reason for that valuation is a divorce.  Two chapters on the unique issues 
of divorce valuation are also included.  

Physician business relationships with hospitals and other provider entities are perhaps the major driving force in 
the healthcare industry today and the Guide devotes six separate chapters to valuation issues in this growing market 
segment.  I am certain the heretofore unseen scale of these comprehensive works will stand as a major contribution 
to the healthcare community’s Body of Knowledge.  

Buy-ins and buyout agreements and formulas among the owners of an entity, which are another frequent consult-
ing, valuation and litigation engagement area, are addressed as well.  Another chapter addresses the tax aspects of 
transactions, which can have a signifi cant affect on the manner in which a valuation method is approached. 

As Technical Editor for this Guide, I was particularly appreciative of the willingness of my friends and colleagues in 
the healthcare valuation discipline to share their vast knowledge, without reservation, in their specialty areas.  The 
separate chapters devoted to ambulatory surgery, imaging, dialysis, home health and hospitals offer the valuation 
analyst information and insight usually obtainable only through hours of study and years of experience.  

The Guide is rounded out with contributions from thought leaders in the broader healthcare community addressing 
such diverse areas as private equity, globalization, quality of care and issues to be addressed by an organization’s 
Board of Directors.  In addition, readers and users will benefi t from discussions of the Cost of Capital and Valuation 
Standards by industry leaders.  Finally, a number of chapters include checklists to aid the valuation analyst in the 
performance of the engagement.

On behalf of Business Valuation Resources and my co-editor, Cindy Eddins Collier, our thanks to all of the con-
tributors for their hard work on behalf of their colleagues, who we are certain, will fi nd BVRs Guide to Healthcare 
Valuation an important and valuable addition to their professional library. 

Mark Dietrich, Technical Editor, October, 2008

*CPT is a registered trademark of the American Medical Association


