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As we move from the pandemic phase of
COVID-19 into the endemic phase, we
expect that strong tailwinds, combined
with a variety of industry-specific
factors, will continue to fuel
consolidation within the healthcare
services sector for the foreseeable

future.”

Chas Chandler

Partner and Head of Healthcare Investment Banking

Marc Gondek

Director, Healthcare Investment Banking
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Healthcare Services Trends to Watch in 2022 Heathoars sty Updat | e 2022

Independent and Multi-Unit Healthcare Providers

This Healthcare Services
Industry Update
addresses certain Healthcare Staffing
industry trends impacting
the following sectors:
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Independent and Multi-Unit Healthcare Providers

Healthcare Industry Update | June 2022

Independent and multi-unit non-institutional healthcare providers are often faced with a competitive disadvantage as reimbursement
policies are complex and often favor larger, more sophisticated organizations. Many independent providers struggle with effectively
navigating the regulatory environment and having adequate financial and human resources to compete effectively in the
marketplace. These dynamics have led to significant consolidation in the industry.

Physician
Practices

Recent trends have led to non-traditional industry
participants such as insurance plans, private equity,
and even non-healthcare companies such as
Amazon, entering the healthcare space. The growth
of private equity activity in physician practices has
been significant, with the number of acquisitions
increasing by 60% from 2014 to 2020. The outlook
for continued consolidation for physician practice
management companies (PPMCs) is strong given
the demonstrated benefits of size and scale.
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Penetration of the dental industry by dental service
organizations (DSOs) is expected to climb from
~30% in 2021 to ~80% over the next 10 years.
DSOs deliver back-office optimization, access to

rural markets, and a patient-centric business model.

DSOs provide a mutually beneficial partnership as
fee structures rise, insurance hurdles heighten, and
dental and orthodontic school debt continue to
weigh on practicing oral health providers.
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Veterinary

Practices

1

Like physician and dental practices, the veterinary

space is highly fragmented. However, unlike those

industries, there is a lack of purely strategic buyers

in the veterinary space. Veterinary care is a cash-

pay business without the payor/provider
complexities that exist in the medical and dental
industries, which makes the veterinary industry very
attractive to financial buyers looking to avoid
reimbursement and regulatory challenges.

Source: Amherst research
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Healthcare Staffing

Private equity accounted for ~60% of Healthcare Staffing transactions in 2021. However, industry experts believe that there will be
an increase in M&A activity among standalone strategic investors as they seek to take advantage of benefits of consolidation.

Near-Term Labor Market Headwind

Every sector of the U.S. economy is experiencing strain as a
result of the “great resignation.” Not only do healthcare
companies have to compete with other healthcare
companies for employees, but also with other sectors of the
economy as the nationwide labor shortage is having an
impact across industries and geographies.

A recent survey by Cross Country Healthcare shows that the
pipeline of new healthcare staff, coupled with the current
employees weighing decisions to retire early or leave the
industry altogether, does not provide sufficient labor supply
to meet the growing demands of healthcare in the coming
years. Currently, 37% of nurses cite burnout as the primary
reason for leaving the workforce.

In the near-term, these headwinds will pose challenges to
the healthcare industry as a whole, in particular staffing
companies, as operators across industries are competing for
limited resources in a tight labor market.

Aging Population > ¢
The U.S. population is rapidly aging. The United States has its highest 1

number of citizens over the age of 65 than at any other time in history.
In only seven years, by 2029, the tail-end of the Baby Boomer
generation will reach retirement age. This will result in over a 70%
increase from 2021 in Americans ages 65 and older and a necessity for

additional healthcare workers. ‘
Consumerism in Healthcare >
COVID-19 has permanently shifted consumer preferences across all

industries. Americans have established the preference for flexibility in
their lives, ranging from remote work to the expectation of two-day
delivery. The rise in healthcare consumerism has resulted in a shift in
patients preferring the comfort and convenience of care in their home or
other non-institutional setting. With technology capturing patient data at
nearly every touchpoint, staffers can be seamlessly slotted into a situation

with all the necessary patient data readily available.
Long-Term Investment >

The Infrastructure Investment and Jobs Act (IIJA) passed in

November 2021 includes funding for an additional 4,000 Medicare-
supported Graduate Medical Education (GME) programs to mitigate the
looming threat of employee shortage. Guidelines of GMEs include a
breakdown of professionals that must be allocated to specific practices or
regions (e.g., 15% to family medicine, 20% to rural geographies, etc.).




Home Health & Hospice Agencies eatars sty Upiee | oo 2022

Home Health & Hospice Agencies have seen robust M&A activity due to favorable industry tailwinds. An aging population, patient
preferences for remaining in the home, as well as the complex reimbursement and requlatory environments have led to strong
demand for mergers and acquisitions in this sector. This highly fragmented market is expected to continue to see significant
consolidation at attractive valuations for the foreseeable future.

The reimbursement environment poses significant challenges for even the most experienced operators but can be particularly taxing

for smaller and less sophisticated home health & hospice agencies. When significant changes are made to these government

reimbursement programs, it challenges an already taxed back-office operation, which can trigger agencies to seek a strategic partner.
In Janurary 2020 The Centers for Medicare & Medicaid Services (CMS) implemented patient categorization guidelines for home
health agencies known as the Patient-Driven Groupings Model (PDGM) right before the COVID-19 pandemic exploded, which
complicated an already challenging situation.
CMS also anticipates rolling out the Home Health Value-Based Purchasing (HHVBP) reimbursement model in 2023, which is
designed to encourage a greater quality of care as Medicare payments will be based on “value of care” rather than “volume of
care.” HHVBP is attractive to investors as there is an upside associated with high-quality care.

Highly Fragmented Market

The Home Health & Hospice Agency landscape remains highly fragmented and is ripe for continued consolidation. There are an
estimated 11,500 home health agencies and 4,900 hospice agencies nationwide, most of which are smaller or single-state operators.
The 10 largest home health providers in the U.S. represent ~27% of market share while the 10 largest hospice providers represent
~19% of market share, and primarily consist of either publicly traded or private equity-owned companies. The fragmentation of the
industry and increased complexity in coding and billing (e.g., the number of patient groupings increased from 153 to 432 under PDGM)
provide an avenue for acquirors to emphasize their value proposition when engaging with targets for a potential acquisition. Further
consolidation is expected in the industry as the larger operators seek synergies and scale in operations, while smaller operators seek
larger agencies with established systems in place that will aid in mitigating risk.

Robust Valuations Transaction Multiples by Size

The influx of private capital into the Home Health & Hospice industry to scale

regional and national organizations, coupled with health systems and payors

becoming increasingly active in M&A, have been the driving force behind higher 4x — Bx
valuations. With complexity in the healthcare value chain increasing, major

operators/agencies will be more inclined to entertain higher valuation multiples to

gain synergies, expand market regions, and establish a continuum of care. Small Medium Large

12x — 15x

Source: Capital IQ, Amherst research
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M&A Market Summary
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The COVID-19 pandemic reinforced the importance of scale with respect to healthcare providers
and health systems as many operators experienced difficulties due to shut-downs, back-office
overload and lack of staff. However, the pandemic also highlighted the subsectors within healthcare
that were best equipped to overcome the significant challenges that the pandemic placed on their
operations and effectively weather the COVID-19 storm.

In 2021, private equity investors increased platform investments by 16% as compared to 2020.
Institutional investors continue to maintain a clear thesis in the industry and see the long-term
benefits from the shift to value-based care, the rise of consumerism, and the enhanced focus on
patient satisfaction. Many buyers have expressed a willingness to move “downstream” in
fragmented industries with favorable growth dynamics and ample opportunities for consolidation,
especially as larger deals have become in some cases prohibitively expensive.

Following a relatively slower pace of M&A in 2020 due to the pandemic, 2021 saw a significant
uptick in activity within the healthcare services sector. We expect that this robust activity will
continue through the balance of 2022 and for the foreseeable future with attractive valuations for
high-quality operators. While buyers have exhibited a willingness to pay a premium for quality
assets and deploy their “healthcare dollars”, they have been judicious in how and where they spend
their investment capital, a trend that we see continuing.

Historical Healthcare Services Transaction Volume

866
: 582 .626 514 l

2017 2018 2019 2020 2021

Source: Capital IQ, Amherst research

AmbherstParters



Select Transactions
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Independent and Multi-Unit
Healthcare Providers

Healthcare Staffing
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Target Description

Operates as a dental practice management company

Provides dental support services

Provides veterinary practice management services

Operates as physician services organization

Offers obstetrics (OB) and gynecology (GYN) physician support services
Provides support services to multidisciplinary dental group practices
Operates as a multispecialty physician group

Provides dental support organization services to pediatric dental and orthodontic offices

Provides veterinary business support services

Provides dental practice management services

Offers staffing and recruiting services for the healthcare sector
Offers healthcare, wellness, and education staffing services
Operates as a medical staffing and placement firm

Offers healthcare human resource and employment services

Offers medical staffing and management services

Staffs travel nurses and travel allied health professionals for client hospitals and facilities

Comprises contract labor management business
Provides outsourced healthcare services to hospitals, health systems, and physicians
Offers nurse and clinical staffing services

Comprises clinical and non-clinical supplemental staffing services

Provides therapy and skilled nursing services

Provides home healthcare services

Comprised of home health, hospice, and therapy assets in 22 states

Offers post-surgery recovery care, occupational therapy, and related services
Operates hospice centers

Provides home health, community care, and hospice services

Provides home health and hospice services

Provides hospice care services

Provides hospice care services at two sites

Comprised of nine home health agencies and 11 hospice locations
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Selected Amherst Partners Transactions
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Ontario Systems Equipment Maintenance
Muncie, IN Solutions,LLC
I] Ferndale, M

ONTARIO
¥ v Equipment Maintenance Salutions

has been acquired by management
and an investor group led by
Oxford Financial Group, Itd.

has been acquired by

Avante Health Solutions

Indianapolis, IN Chicago, IL
oD Avante %l
AmbherstPartners AmbherstPartners

Acted as advisorto
Equipment Maintenance Solutions, LLC

Acted as advisorfo
Oxford Financial Group, Ltd.

ProSolv Cardiovascular, Inc. MMM HealthcareInc.

Indianapolis, IN San Juan, Puerto Rico
ProSolv CardioVascular ‘
has been acquired by MMM
Fujifilm Medical Systemns USA, Inc. has been acquired by
Woonsocket Rl
A subsidiary of FUJIFILM Holdings
Corporation (TSE:4501) The Straus Group
New York, NY
FUJ:FILM
AmbherstPartners AmbherstPartners

Acted as advisorto ProSolv

. A Acted as advisor to MMM Healthcare Inc.
CardioVascular, Inc.

Arbor Associates
Philadelphia, PA

gi; ARBOR

has been acquired by

eBenx, Inc.
Plymouth, MN

eBenx

has obtained senior debt financing from

AloStar Bank of Commerce

AmbherstPartners

Acted as advisorto Arbor Associates

Wright & Filippis, Inc.
Rochester Hills, Mil

@ FILIPPISY

has divestedits Sleep Therapy,
Respiratory and DME service lines fo

Lincare, Inc.
Clearwater, FL

LINCARE:
A subsidiary of

Linile

Ritzman Pharmacy
Wadsworth, OH

Ritzman Pharmacy
Wadsworth, OH

= “tﬁ w V=4 “tﬁ w

PHARMACY PHARMACY

has been acquired by

CVS Pharmacy, Inc.
Woonsocket Rl

YCVS

pharmacy”

Birmingham, AL

N
ALOSTAR

AmbherstPartners

Acted as advisorto Ritzman Pharmacy

AmbherstPartners

Acted as advisorto Ritzman Pharmacy

Roush Life Sciences
Salem, NH

Triumph Healthcare, LLC
Houston, TX

AmbherstPartners

Acted as advisorfo Wright & Filippis, Inc.

Acted as advisorfo Roush Life Sciences

ROUSH ']:{jij\xq'-;;m
Life Sciences
has been acquired by
has been acquired by
] ) TA Associates
Foxx life Sciences Boston, MA
Salem, NH
r Foxx
—d | ife Sciences TA|ASSOCIATES
AmbherstPartners AmbherstPartners

Acted as advisorfo Triumph Healthcare
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Selected Amherst Partners Transactions (cont.)

Healthcare Industry Update | June 2022

VITAS Healthcare

Corporation
Miami, FL

VITAS

Healthcare
has been acquired by

Roto-Rooter, Inc.
Cincinnati, OH

ROTO-
( ROOTER

AmbherstPartners

Acted as advisorto VITAS Healthcare
Corporation

Commonwealth

Communities,LLC
Stoughton, MA

has been acquired by

Kindred Healthcare, Inc.
Louisville, KY

Kindred (
AmbherstPartners

Acted as advisorto Commonwealth
Communities, LLC

Acute Care Pharmaceuticals

San Diego, CA

Acute.‘Care

PHARMACEUTICALS

has been acquired by

PNC Riverarch Capital
PFittsburgh, PA

2 PNC

RIVERARCH CAPITAL

AmbherstPartners

Acted as advisorto Acute Care
Pharmaceuticals

Brandywine Senior
Living,LLC
Mount Lauren, NJ

i /;

has been acquired by

Retirement Residences REIT
Toledo, OH

RETIREMENT RESIDENCES

HEAL ESTATE INVESTMENT THRUST

AmbherstPartners

Acted as advisorto Commonwealth
Communities, LLC

MectraLabs
Bloomfield, IN

Brandywine Senior
Living,LLC

Mount Laurel, NJ
@ RENEX M
Branoywine Living R

Mectra Labs Inc

Renex Corp.
Cora Gables, FL

L6 iz Bomsetifed

has been acquired by has been acquired by has been acquired by
Warburg Pincus LLC National Nephrology Associates Inc. Key Surgical
New York, NY Nashville, KY Eden Prairie, MN

WARBURG PINcUS

National Nephrology Associates (3 KEYSURGICAL

AmbherstPartners AmbherstPartners AmbherstPartners

Acted as advisor to Brandywine Senior

Acted as advisorto Renex Corp. Acted as advisorto Mectra Labs

Living, LLC
Medical Analysis UroQuest Medical Wellstone Retirement
Systems, Inc Corporation Communities
Camarillo, CA Menlo Park, CA Miami, FL
EDICALANALYSIS SYSTENS K roQ
has been acquired by
has been acquired by has been acquired by
The Control Division of Dade Behring Chemfab Senior Lifestyle Corporation
Deerfield, IL Merriimack, NH Chicago, IL
) i SENIOR
DADE BEHRING CHEMAAB LIFESTYLE

vour life, your style

AmbherstPartners

Acted as advisorto Wellstone Retirement
Communities

AmbherstPartners

Acted as advisorto UroQuest Medical
Corporation

AmbherstPartners

Acted as advisorto Medical Analysis
Systems, Inc.

AmbherstParters
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The Amherst Partners Team

Healthcare Industry Update | June 2022

Boutique investment bank with significant
Wall Street experience
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Charles Chandler
Partner

John Wendzinski
Associate

Donald Luciani
Partner

1

Sam Jabara
Associate

b

Fahad Siddiqui
Director

Marc Gondek
Director

4
@
John Hayek Emily Pachla
Analyst Controller

Jon B. Cotton
CEO, Apex Health, Former President,
Meridian Health Plan of Michigan

Ray Dallavecchia, Jr.
Owner, Venetian Associates

S. Evan Weiner
President/CEO, Edw. C. Levy Co.
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KEY CONTACT INFORMATION

Chas Chandler, Partner and Head
of Healthcare Investment Banking
(248) 633-2140
chandler@amherstpartners.com

Don Luciani, Partner
(248) 633-2139
dluciani@amherstpartners.com

Marc Gondek, Director
(248) 633-2058
mgondek@amherstpartners.com

Fahad Siddiqui, Director
(248) 633-2053
fsiddiqui@amherstpartners.com

AMHERST PARTNERS. LLC This report is published solely for informational purposes and is not to be construed as rendering legal, accounting or investment advice or as a solicitation or an offer to
’ ) buy or sell securities. Although information contained in this report has been obtained from and is based on sources that Amherst Partners LLC believes to be reliable; it
255 East Brown Street, Suite 120 is not guaranteed as being accurate. Past performance is not an indication of future results.

Birmingham, MI 48009, U.S.A.
Telephone: (248) 642-5660

Facsimile: (248) 642-9247
WWW.AMHERSTPARTNERS.COM



