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Introduction

1 Contrasting viewpoints in the valuation community
surrounding issues related to the valuation of intangible
assets in physician practice enterprises:

BEXistence of value for intangible assets of a healthcare
professional practice enterprise in the absence of positive
net cash flow being generated by the operations of the
entity in its entirety

} Valuation methodologies available for use by the valuation
analyst, that:

BAre legally permissible

BHave a sound theoretical economic and financial foundation

BAre feasible to implement in practice




Identification and Classification of
Assets

Nrhese perplexing questions as to the nature of the
thing to be valued might seem to be of no concern

to the student of wvalwuat.
shall define property in a given case is bound up

with the question how one shall find value in that
same case.

The two problems must be treated together by
persons who understand their interrelationship. o

- James C. Bonbright

AThe Valuation of Property: A Treatise o
Purposeso, By James C. B o n b-Hili, P37t p, 99.N e



Types of Assets
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Identification & Classification of Assets C

Existence of Intangible Assets

} To determine whether some nonphysical aspect, operation, or performance of a
business enterprise qualifies as an intangible asset for the purposes of a valuation,
the 1 tem should possess sevpeopeday, oat nrcil k

B The item should exist and be identified in a manner that allows it to be
recognized as a legal property right which can be defended in court as
private property and the ownership of which can be sold or transferred

B The item should have some element of evidentiary support and
documentation for its existence, including both the inception and the
termination of its existence in relation to an action, circumstance, or event that
can be legally described and identified

B The item should, despite its lack of physical substance, generate a measure of
economic benefit to its owner

y Certainly the aggregate of a business
property, is Opropertyo withdm t he mea

AThe Adviserds Guide to Health Care:
Practiceso, By Robert James Cimasi, New
Certified Public Accountants, Inc., 2011, p. 190. Glosband v. Watts
Detective Agency, Inc., 21 B.R. 963, 971-2 (D.C. Mass. 1981). 8



Identification and Classification of Assets ©

} Intangible assets are described as assets of an
enterprise which cannot be seen or touched

1 Intangible assets have a recognizable description,
tangible manifestation of existence, are created at
an identifiable time, can be destroyed, and are
subject to legal existence, protection,
transferabllity, and private ownership

AOxford Dictionary of Economics, 0O Bygl
New York, NY, 2002, p. 240.



Intangible Real Property

} Consists of one or more, but not all, legal rights related to use
of real estate and can be influences by government
Intervention through eminent domain or police power

+ Police power use of real property is non-compensable,
eminent domain is compensable

} Intangible real property may include:
BEasements

BPermits

BLeasehold Estate

BZoning Walivers and Variance
BUse Rights

10



Intangible Real Property

Easements

} Right to perform a specific action on a parcel of
real estate, the dominant estate gains the
easement and the servient estate iIs burdened by it

} The value of the easement is calculated by the
value lost by the servient estate and reflected as
an economic benefit to the dominant estate

e n



Intangible Real Property

Permits

1 A certification from a government entity to use or

develop real estate, like occupancy and building
permits

} Economic value is the cost and time to acquire a
permit

e 12



Intangible Real Property

Leasehold Estates

1 Interest, like right of use or occupancy, transferred
through a lease for a certain term under specific
conditions including the lessee paying the lessor rent

1 The value is the rent paid discounted to present value

e 13



Intangible Real Property

Zoning Waivers and Variance

y A variance of certain restrictions or waiver from

entire restrictions set on land use by government
entities

} Economic value is the value of the highest and
best use of the property with the waiver or
variance less the value of the highest and best
use of the property without a waiver

e .



Intangible Real Property

Use Rights

1 Specific interests in a specific part of real estate,
including water use, mineral/drilling rights, air
rights and subterranean rights

} Economic value quantified by generation of
revenues or change in value of subject property

e 15



} Intangible personal property includes all intangibles assets that are

not real property
Intangible personal property may include:

B Payor or Client-Related Intangible Assets

B Goodwill and Patient-Related Intangible Assets

B Human Capital-Related Intangible Assets

B Intellectual Property-Related Intangible Assets

B Operations-Related Intangible Assets

B Governance or Legal Structure Related Intangible Assets
B Marketing and Business Development-Related Intangible Assets
B Regulatory or Legal-Related Intangible Assets

B Financial or Revenue Stream-Related Intangible Assets
B Technology-Related Intangible Assets

B Practice or Commercial Goodwill in a Physician Practice
B Professional or Personal Goodwill in a Physician Practice
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