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Introduction

I am pleased to release the first edition of the BVR Guide to Ancillary Healthcare Services Valuation, 
the successor to my first book, The Medical Practice Valuation Guidebook, which was published 
back in 1999. 

The Contents
This new guide, which focuses specifically on ancillary healthcare services, opens with an 
analysis of the healthcare market and how the market share of insurers and relative negotiat-
ing strength of ancillary service providers affects value. This is followed by a chapter, “Factors 
in Estimating Cost of Capital and Forecasting Cash Flow in Healthcare,” that focuses more on 
finance and expanded examples of cash flow forecasting anomalies in the industry.

Separate chapters address various aspects of the regulatory environment, the knowledge of 
which is critical to a defensible valuation conclusion. Robert Reilly contributes a comprehensive 
chapter titled “Valuation Issues Affecting Tax-Exempt Healthcare Organizations.” He includes 
an important discussion subtitled “Analyst Common Misconceptions Regarding Healthcare 
Property and Services Valuations.” I encourage you to read that section in particular and, notably, 
the context of Robert’s statement that “the analyst should consider if there are several contracts 
being entered into as part of the healthcare property transfer.… And the analyst should consider 
whether there are employment agreements, noncompete agreements, intellectual property 
licensees, lease transfers, or other agreements that are part of the overall transaction. If so, the 
analyst should assess the fair market value of the total (multicontract) transaction.”

“Converting Physician Practices to Tax-Exempt Status” is included in the guide since hospitals 
often employ this strategy with their physician practices. 

As editor and contributor to the guide, I developed a new chapter, “Patient Medical Records, 
HIPAA and State Medical Records Law in Valuation and Litigation.” I am most grateful to 
reviewer and technical contributor Lara B. Winn, Esq., of Ankner and Levy in Boston for her 
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work on this chapter. The focus of this chapter is threefold: (1) to provide knowledge of the 
law; (2) to identify circumstances in which valuation analysts and experts become subject to 
HIPAA’s privacy and security rules; and (3) to explore how HIPAA, state law, contract law, and 
technology in the form of electronic health records have combined to end the appropriate-
ness of conventional application of the cost approach to value medical records. More often 
than not, it is likely that the liability for secure storage and retrieval of medical records, es-
pecially paper records that will soon be functionally obsolete, exceeds the potential value of  
those records.

To address the explosion in qui tam case litigation and settlements involving valuation issues, I 
have contributed a chapter analyzing key cases, including DaVita (a dialysis company), Citizen’s 
Medical (a hospital), Meridian (a surgery center operator), and North Broward (a hospital). The 
chapter looks at issues involving business valuation techniques and analyzes expert testimony 
and expert reports. Readers should find a wealth of insight and warnings here, regardless of 
whether one accepts or rejects the position of the relators. Joseph Wolfe and Alyssa James of 
Hall Render provide an in-depth review of the Stark law and regulations’ volume or value of 
referrals prohibition that can serve as a useful guide in evaluating the qui tam cases.

The “Valuation of Healthcare Industry Enterprises” section of the guide contains nine chapters. 
Elliott Jeter of healthcare valuation firm VMG contributes one on urgent care, a rising phenom-
enon in the post-ACA era that has attracted much attention and equity capital. Darcy Devine 
has added a chapter on the valuation of pathology labs. Karin Chernoff Kaplan, Stuart J. Schaff, 
and Jessica E. Stack (Veralon) contribute “Valuing CINs, ACOs, PHOs, and IPAs,” an in-depth 
look at the mechanics of valuing common forms of clinical integration arrangements between 
physicians and hospitals.

Carol Carden (PYA) provides two chapters from her depth of expertise, including one on 
valuing dialysis clinics that is an important read given the focus of regulators on this industry 
segment. She also wrote “Valuing Joint Ventures and Other Physician Alignment Initiatives,” 
a topic that is critical for hospital integration strategies with physicians. 

Don Barbo (Deloitte) and Robbie Mundy (Ankura) provide a comprehensive chapter on valuing 
hospitals in the post-ACA era. Doug Smith of Integrated Medical, a leading imaging industry 
consultant, offers a complete chapter on revenue forecasting in the imaging sector, and Alan 
Simons (CliftonLarsonAllen) updates the home health chapter. Finally, Todd Sorensen (VMG) 
contributes a comprehensive chapter on valuing ambulatory surgery centers, including the 
nuances of control versus noncontrol transactions.

Closing
As an industry, the government and by extension the public, as well as our clients, rely upon 
us to exercise professional judgment in a sound and reasoned manner that reflects not only 
technical knowledge of finance and valuation, but also a profound respect for the law and 
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regulations. I hope readers of this new guide will find herein technical knowledge that is also 
practical and tempered with respect for the law.
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