
The Ultimate BVR Guide to Physician Practice
Valuation - Expert Insights and Best Practices
for Accurate Valuation
Physician practices are valuable assets that demand careful evaluation and
assessment for various reasons, including mergers and acquisitions, partnership
agreements, estate planning, and financial reporting. Accurately valuing a
physician practice requires a deep understanding of the unique aspects and
intricacies of the healthcare industry, including regulatory compliance, payer
contracts, patient mix, and operational efficiencies.

This comprehensive guide by BVR (Business Valuation Resources) offers a
complete roadmap to effectively valuing a physician practice. In this article, we
delve into the key chapters of the guide, highlighting the most critical concepts
and practices to enable successful and accurate valuation.

Chapter 1: to Physician Practice Valuation

The first chapter of the BVR guide serves as an introductory primer, providing an
overview of the importance and challenges associated with physician practice
valuation. It outlines the various reasons for valuation, including transactions,
partnerships, litigation, and regulatory compliance.
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Key topics covered in this chapter include:

Understanding the healthcare environment and its impact on valuation

The role of valuations in mergers and acquisitions

Methods and approaches used in physician practice valuation

Chapter 1 sets the stage for a deep dive into the nuances of physician practice
valuation, providing readers with a strong foundation to build upon.

Chapter 2: Regulatory Environment and Compliance

Regulatory compliance is a critical factor in accurately valuing a physician
practice. This chapter sheds light on the key regulations and compliance
requirements that impact healthcare valuations.

Topics covered in this chapter include:

Anti-Kickback Statute and Stark Law

Medicare reimbursement rules and regulations

Understanding the fair market value (FMV) standard and its application

By gaining an understanding of the regulatory environment and compliance
guidelines, valuation professionals can ensure their assessments are accurate,
reliable, and defensible.
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Chapter 3: Internally Developed vs. Acquired Physician Practices

This chapter explores the differences between internally developed and acquired
physician practices and their impact on valuation. Financial analysts must
consider factors such as goodwill, market conditions, synergies, and patient
referral patterns to accurately value these practice types.

Topics covered in this chapter include:

Identifying the advantages and disadvantages of internally developed and
acquired practices

Assessing key operational factors impacting valuation

Understanding the importance of customer relationships and patient loyalty

By diving into the intricacies of these two types of physician practices, the BVR
guide offers valuable insights into identifying revenue and expense synergies,
potential risks, and opportunities for improvement.

Chapter 4: Valuation Approaches and Methods

Chapter 4 is a comprehensive exploration of the various approaches and
methods commonly used in physician practice valuation. It delves into the
strengths, limitations, and appropriate applications of each approach, including
the income approach, market approach, and asset-based approach.

Topics covered in this chapter include:

Comparing and contrasting the income, market, and asset-based
approaches

Considerations for selecting the most appropriate method



Understanding the key factors influencing valuation multiples

By providing a clear understanding of the valuation methods, this chapter equips
valuation professionals with the necessary tools to determine the most accurate
and reliable value for physician practices.

Chapter 5: Normalizing Adjustments and Earnings

In this chapter, the BVR guide illuminates the intricacies of normalizing
adjustments, a crucial step in accurately assessing the earnings of a physician
practice. Understanding how to identify and account for non-recurring events,
related-party transactions, and discretionary expenses is essential to arrive at a
fair value.

Topics explored in this chapter include:

Identifying non-recurring and discretionary expenses

Adjusting for variations in compensation levels

The impact of related-party transactions on valuation

By taking into account these normalization adjustments, valuation professionals
can ensure the accuracy and reliability of the financial information used in their
assessments.

Chapter 6: Physician Compensation and Its Impact on Valuation

Understanding physician compensation is crucial for accurate valuation. This
chapter provides insights into the different models and structures of physician
compensation and their impact on practice value. Valuers need to consider
factors such as productivity-based incentives, salary guarantees, and bonus
arrangements.



Key topics covered in this chapter include:

Identifying the various forms of physician compensation

The importance of benchmarking compensation levels against industry
standards

Compensation-related considerations during mergers and acquisitions

Chapter 6 equips valuation professionals with the necessary knowledge to
assess physician compensation accurately, ultimately leading to a well-supported
valuation.

Chapter 7: Forecasting and Market Outlook

Chapter 7 provides valuable insights into the forecasting process and the market
outlook for physician practices. Understanding industry trends, payer dynamics,
and competitive landscapes is crucial for accurate forecasts and projections.

Key topics covered in this chapter include:

Utilizing historical financial performance as a basis for projections

Identifying and analyzing market trends and drivers

Forecasting revenue and expense growth rates

By gaining a comprehensive understanding of the market environment and using
reliable forecasting techniques, valuation professionals can make well-informed
projections and bolster the accuracy of their assessments.

Chapter 8: Reporting and Documentation



Chapter 8 guides valuation professionals on the best practices for reporting and
documenting their physician practice valuations. Providing transparent, thorough,
and defensible reports is essential for clients, stakeholders, and potential buyers.

Topics covered in this chapter include:

Key elements of a comprehensive valuation report

Documentation of assumptions, methodologies, and data sources

Presentation and communication of the valuation results

By adhering to the reporting and documentation guidelines outlined in this
chapter, valuation professionals can ensure their assessments are well-
documented and readily understandable, providing confidence and trust to all
parties involved.

The BVR Guide to Physician Practice Valuation provides an invaluable resource
for valuation professionals seeking to accurately assess the worth of physician
practices. By delving into the intricacies of the regulatory environment, various
valuation approaches, compensation structures, and reporting practices, this
guide equips readers with the knowledge and best practices necessary to
produce reliable, defensible, and well-supported valuations.

Whether you are a healthcare practitioner, a financial analyst, or a potential
buyer, the insights and expertise shared in this guide will empower you to
navigate the complex world of physician practice valuation with confidence and
success.
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The landscape of the healthcare industry is dynamic and constantly evolving,
especially in a time of healthcare reform. This is coupled with some major new
and innovative thinking in the approach to healthcare valuation in a number of
areas. BVR's Guide to Physician Practice Valuation, Third Edition is the essential
resource for understanding the complexities inherent in physician practice
valuation, whether for sale to a hospital, private equity firm, or to another
physician. Edited by renowned healthcare valuation thought leader Mark Dietrich,
CPA/ABV, with contributions from 21 of the top healthcare valuation experts and
attorneys in the profession, this new guide provides healthcare administrators,
appraisers, and attorneys with current and comprehensive "how-to" guidance on
valuation approaches in this evolving industry.

Highlights of the guide include:
-Comprehensive guidance from 21 of the top healthcare valuation experts and
attorneys on the complex topic of physician practice valuation including:
-The affect the Affordable Care Act has had on healthcare valuation generally
-How the current market is affecting valuations
-The best methods to value physician practices and physician compensation
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-New solutions to heavily debated topics in physician practice valuation—
including a new ways to look at valuing compensation and intangible assets

-The most current research so you can confidently and thoroughly conduct a
valuation of a physician practice - the new edition includes:
-10 new chapters, with important updates to additional chapters
-New material that tackles the debate over using the cost approach to value a
trained workforce in healthcare
-A new look at the value assigned to patient medical records
-And much more!
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