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Field dominated by old players ripe for
technology disruption

Amazon'snarketmovingplan,announcedat the start of

2018 to offer healthcareservices,alongsideBerkshire
Hathaway,and JPMorgan,is the surest sign yet that

somethingbigis brewingin the Healthtechmarket

M&A and investment in Healthtech which uses
technologyto improvethe deliveryand consumptionof
care,acceleratedast year. Drivenby profound changes
in societyand advancesn technology,the demandfor
software, IT-enabled services, as well as hightech
devices provideda strongboostto dealmakingand the
provisionof healthcare

Spannindife sciencespiotech and medtech the vastsectoris experiencinga seismicshift in the funding
and modernizationof a broad rangeof assetsfrom consumeffacingappsand more advancedechnology
for healthcareworkflowsto electronichealthcarerecordsand machinelearningbackeddata for disease
prevention,communicatiorservicesand hostof other demands

Keyreasonsbehind the paceof changein the mergingof the medicaland tech industriesinclude global
health and populationtrends, as ageingsocietiesput pressureon public health services Moreover, with
regulatorychangeduelling growth in the North Americanmarket, and as customersplaceincreasedfocus
on appsandwearabletech targetingtheir personalhealth, the world of Healthtechis fast evolvingto meet
this opportunity.

Asa result, the perfect storm of rapidly convergingdigital technologiesand societalchangesgoupledwith
the entranceof largetech giantswill increasinglynakeit animperativefor healthcareand medicalsystems
to innovateand provideimprovedoutcomesat lower costs

Total number oHealthtechM&A deals 20132017
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M&A summary

Valuesandvaluationontherise

A wave of deals delivered disclosed amounts of
nearly$9.5 billion, up fourfold from 1H 2017 and up
140per centyearoveryear,givingthe year2017the
highestaggregateof disclosedsalueson record

The second half-year deal count came in at 100
transactionswhich wasslightlylower than the peak
seenin 1H 2016 but higherthan the prior half-year.
The strongestgains by both deal count and value
were in the HealthcareVerticalSoftwaresub-sector,
which accountedfor nearly half of the half year's
total dealvaluesandtransactions

After hoveringaroundthe 2.1x mark, the trailing 20
month revenuemultiple climbedto its highestever
level, settling at 2.8x, while the EBITDAmultiple
remainedstable

Privateequitybuyerseclipse2016activity

Private equity investorshave graduallystepped up
their investmentin Healthtechprovidersand are a
growing force in the industry, particularly in the
MedicalHardwaresegmentand amongsome of the
largerticket deals

If KKRbackedInternet Brands'purchaseof WebMD
for $2.8 billion is anythingto go by, this sectorcould
be bracedfor an incomingwave of consolidationas
portfolio companieseekto add Healthtechsolutions
to their wider offering

Montagu‘ KKR

private equity
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Trailing 30 Month Median EV/S

Trailing 30 Month Median EV/EBITDA

OurHealthtechreport coversthe two-and-a-half-yearperiod betweenJuly2015and December2017. All totals and medianvaluesrefer to
the entire period unlessotherwisestated Median multiplesplotted in the graphsrefer to the 30-month period prior to andincludingthe

halfyear.
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Top acquirers

Acquisitions

Acquirers in 30months Threemostrecentacquisitions

WhiteCloudAnalyticsorporate performance management SaaS
RELIAS |[LEARNING 7 Care Management Technologjegient analytics SaaS
AHC Medianline healthcare education & news

VitalHealtthealthcare management software
pH I I_I pS 7 Forcarehealthcare information exchange software
Analytical Informaticsnaging department analytics software

~\ ClinixMedicalmedicalEDI transaction processing SaaS
7‘_\‘;{ HARRIS 6 MorCaremedical case management SaaS
Amazing ChartSsHR & billing software & services

Privacy Analytiggatient privacy & dédentification software
ims h eqa [t h 6 Dimensions Healthcarealthcaresystem management SaaS
RSquaredhealthcare regulatory compliance SaaS & services

SecureBillPay.nékalthcare payment processing SaaS

0 6 ShiftHoundstaffing & shift management SaaS
eHealth Data Solutiomsngterm healthcare management SaaS
Atlas Medical Softwateealthcare management software & services
@ 5 CliniSysealthcare information management software

Data Innovationslinical laboratory middleware

Conduen{Breakaway GroupPO & IT services

Ams 4 Conduent{Healthcare GrouPO & IT services

Pursuit Healthcare Advis@®0O & managed hosting services

Bertelsmann'®eliad_earningandRoyaPhilipdeadbuyertable

Bertelsmanrowned Reliad_earningone of the biggesthealthcaree-learningproviders,securedits place
asthe Healthtechsector'smost active acquirer,announcingsevenacquisitionssinceJuly2015 Although
the company,which providesonline analytics,assessmentsand learningfor the healthcaremarket, has
continuedin its strategyto snapup other onlineprovidersof healthcareeducation,it adopteda slightshift
in strategylastyearby steppingup in its acquisitionf assetsn the analyticscategory

In June,Relias_earningpickedup WhiteCloudAnalytics an analyticsand performancemanagemenfirm
designedo enablehealthand medicalsystemso streamlinecare,operationsandfinances

Tiedin first placewith ReliasLearningwas Dutch healthcaregiant, RoyalPhilips,which alsoannounced
seven acquisitionsduring the same period For the most part, the group has targeted assetsin the
HealthcareVertical Software sub-sector such as VitalHealth Forcare Wellcentive as well as software

designedo operatemedicaldevicesand proceduresncludingTOMTE&EGland PathXL
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Top trends in Healthtech

Top trends itHealthtech

1. Dealsdriven by the ongoingdigitalizationof
healthcare, making the entire medical
experiencesmoother and safer for patients
andhealthcareprofessionals

4. Techenabled primary care and patient

engagementservicesto represent attractive
targetsfor M&A

2. North Americaleadsthe way in Healthtech
M&A asit boastsa hugedomesticdemandfor
solutionsand a competitiveprivate healthcare
provisionmarket

Medical benefit management to become
increasinglycommonamid an evolvingpolitical
landscapeandkeypolicychanges

3. Increasedfocusby entrepreneursand investorson data and analyticsto tackle cost and waste for
institutions,aswell asto identify, trackand managehealthcareand geneticrisksin patients

US dominateBlealthtechdeals

Thevastmajority of targetswere basedin the more establishedUSmarket, with 77 out of

100 announceddealsfalling in this category Of these, just 16% of dealsinvolveda foreign
buyer. This trend is likely to evolve as shifting public policy across Europe and Asia
concentratesdirects further investmenttowards Healthtechinnovation and implementing
more cost effectiveservicesBut aslong asthe USAoccupiesthe right-most spot on the bar

chartbelow,M&Awill likelyfollow the regionwherethe spendings highest

$10.0 k Top 15 OECD countries by total healthcare expenditure per capita
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Largest transactions

ExpresScriptandKKR'thternetBrandgop dealtable

ExpressScripts'$3.6 billion acquisitionof eviCore TA Associatesand RidgemontEquity Partners,
healthcarea major playerin the healthbenefitand exitthe business

claimsmanagementmarket that overseesmedical The next largest deal was KKRoacked Internet

Brands'purchaseof WebMDfor $2.8 billion. The
transactionsbrought a string of popular online

benefits for over 100 million people, topped the
table as the Healthtechsector'slargestdeal in 2H

2017 health  information  websites, including

Merging eviCore'smedical benefits management ~ WebMDcom and Medscapecom, under the

platform with ExpressScripts' pharmacy benefit Internet Brandsumbrella,whichis hometo sites
management services, the transaction saw such as DentalPlangom and
eviCore'sheninvestorsjncludingGeneralAtlantic, AllAboutCounselingom.

Thelargestdisclosed deals @017

N

$3.60 billion Express Scripts acquiregCore &F M ypRESS SCRIPTS®
10 Oct. Healthcare '...,
$2.80 billion Internet Brands [KKR] acquires
24 Jul. WeMDat 3.9x EV/sales achIred
$1.30 billion Optum acquires The Advisory
29 Aug. Board (healthcare assets) oy
$1.10 billion McKesson acquirgSoverMyMeds eviCore - healthcare
25 Jan. .
$533 million PRA Health Sciences acquires
07 Aug. Symphony Health
$440 million Teladoc acquires Best Doctors a
19 Jun. 4.8x EV/sales
$296 million Montagu acquireServeledGroup
23 Nov. at 3.6x EV/sales
$250 million TELUS International acquires Kr
11 Aug. Computer Systems
$200 million Fidelity National Financial acquir
05 Sep. T-System

5| 11 HealthtechM&A Overview H 2018 } Hampleton



Subsector breakdown

Headquarters ofiealthtechlargets Headquarters of Acquirers of European Targets
RoW
Europe
14%
Europe
\19%‘
North America .
8204 RoW North America
4% 77%

The vast majority of Europeanassetswere targeted by North American
buyers,with 77 per cent of all acquisitionanvolvingan Americanbuyer,
comparedwith just 19 per cent for fellow Europeanbuyers The UK

receivedmore fundsfrom USinvestorsthan any other Europearcountry.

North Americang andreallymostlyAmericang influencesimplycannotbe
overstatedfor this subsector SinceJuly 2015 North Americantargets
haveaccountedior 95 per centof aggregatediscloseddealvalue,a figure
that comesout at $29.2 billion.

Il Healthcare Vertical Software

[l HealthIT Services & BPO

[[] Online Health Services

[] EHR & Information Management

[] Medical Hardware
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Healthcare Vertical Software

The HealthcareVertical Software market increased boughtby FidelityNationalFinanciafor $200 million

both its total transactionvalue and volumein the in cash The company provides clinical
second half year by a substantial amount The documentationand coding solutionsto emergency
buoyant subsector, which typically accounts for departmentsandotherurgentcareservices

roughly half of the of deal flow in the entire  Amonth priorto this, Nasdagisted Healthtechgiant,
Healthtechsector, nearlytrebled its total dealvalue  Allscripts,announcedthe acquisitionof a OY S & & 2 y !
from 1H 2017, deliveringa 27 per centincreaseyear  hospital and health system IT business,known as

overyear. Enterpriselnformation Solutions for $185 million in
cash
Businessmanagementand CRM software in )
] Notable transactions of 2H 2017
highdemand
Streamlininga myriad of processesfrom medical Acquired

benefits and cost managementto insurance and 10.10.17
ewcure'; healtheare —_—)
i $3.6 billion

EXPRESS SCRIPTS®

(N

patient data, Healthtechsoftwareaimedat providing

business management and customer relationship

management(CRM)was in high demand in the
; ; PP 05.09.17

second half year With workflow simplification NASsYSTEM —M» ﬂrmsm—v_

becoming increasingly paramount for healthcare HAC i

providers, a growing number of M&A buyers are

targeting this segment for innovative assets and 11.08.17 )

. %{KROLL "~ 5 ATELUS
SOIUtlons Fomper sl $250 million roratona”
Apartfrom the landmarkacquisitionof eviCoreother
targetsin thisspaceincludedT-Systemwhichwas
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Health IT Services & BPO

Total transactionvalue for the Health IT services&  ever deal and its eighth acquisitionsince listing on
BPOsub-sector shot up enormouslyon the backof  the New York StockExchangen 2006 bolstersits
the $1.3 billion combination of UnitedHealth's offeringfor the healthcareandinsuranceverticals
Optum and The AdvisoryBoard/ 2 Y LJI lfealth & Meanwhile, Tech Mahindra, the Indian IT Services,
care businesslast August The deal bringstogether  outsourcing& IT consultinggroup, paid $89.5 million
Optum's expertisein researchand consultingwith  upfront for an 84.7 per cent stakein CJSSolutions
TheAdvisonBoardunit'sdataandanalyticoffering Group LLC, a USbased healthcare information
The highly specializeddomain expertiserequiredin  technologyconsultingcompany The remaining15.3
this segmentlifted multiples as high as 6x salesfor  per cent stakeis to be acquiredof a period of three
/S 3 S Rhealtiizdre & pharma BPOacquiredby  yearsatanenterprisevalueof $110million.
Switzerlanebased SocieteGeneralede Surveillance

(SGShor $82.9 million, for instance Notable transactions of 2H 2017

o ) Acquired
Indianinvestorsampup spending
In a landmark year for the Indian healthcare =a cegedim Lty
landscape the country's governmentintroduced a (Healthcare business) $83 million

. . . - . 6.0x EV/sales
new National Health Policyaimed at raising public

health spending Indian investors quickly followed N advory 29 08.17 N
. . . Compan —> o™ i
suitand contributedto two of top ten highestvalued ' y_ 1.3 bill ¥ OPTUM
) ] (Healthcare business) $1.3 billion
dealsin the Healthl T serviceand BPCspace
WNS Group, the Mumbatibased businessprocess
managemenfiant announcedits $95 acquisitionof = Symphony M %
USbasedHealthHelp Thetransaction WNSlargest © $530 million
30
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Online Health Services

Totaltransactionvaluefor the OnlineHealthServices
subsector during 2H 2017 grew more than sixfold
comparedto the prior half year, predominantlyon

the backof KKRbackedinternet Brands'purchaseof

WebMDfor $2.8 billion. Not includingthis deal, the

half year period's deal value remained relatively
stablewith onlymodestgrowth.

The sub-sector'ssecondlargesttransactionwent to

the $440 million acquisition of Best Doctors, a

medical consultation company with over 50,000

medical experts, by New Yorklisted telehealth

platform, Teladoc

Healthcarecomparisormarketplacesttractive
While much M&A attention in this segment has
focusedon the blockbustetWebMDdeal, a lot more
undisclosedactivity took place out of sightin the
healthcarecomparisonand marketplacemarket, as
the a ! Y I TatlyéBay S ¥ ¥ $akes kold in the
healthcareindustry.

Justdaysbefore the WebMD deal was announced,
KKR's$nternet BrandsalsoacquiredDentalPlangom,
adentalandhealthsaving®nlinemarketplacewith

25
20
15

10

morethan onemillionmembersandover75 percent
of USbaseddentists on its roster. Meanwhile, the
only transaction with a disclosedvalue was the
purchaseof DHIGroup'sHealtheCareerdusinesgo
Everyday Health Professional,a subsidiary of j2
Globalfor $15millionin cash

Insurance groups were also big buyers in this
segment Targetdn this categoryincludedhealthand
life insuranceassetsof Healthplansom, which was
bought by White Mountains Insurance Group's
MediaAlphagroup, while National GeneralHoldings
Corp purchasedthe Word & Brown Companiesan
OrangeCountyheadquarteredhealth insuranceand
employee benefits provider holding more than
40,000medicalinsuranceplans

Notable transactions of 2H 2017

Acquired

24.07.17

) /b Internet
WebMD 2.8 bilion 5 Brands’

3.9x EV/sales, 16.4x EV/EBITDA

4.5% 4.5x

2.5X
2.5x 2.5x
’o .
| I
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EHR & Information Management

While dealsacrossthe entire Healthtechsectorhave
predominantlyfocusedon USbasedtargets,the EHR
& Information sub-sector buckedthe trend slightly,
with its flurry of Europeardeals

Among the targets were Forcare a Netherlands

headquartered healthcare information exchange
software company, which was acquired by Dutch

Healthtechgiant, RoyalPhilips Foundedin 2006, the

healthcarel T firm is expectedto bolsterRoyalPhilips'
clinicalinformaticsproducts

Meanwhile, German private equity firm, EMERAM
Capital Partners invested in Meong a German
healthcare documentation software for an

undisclose@mount
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Medical Hardware

The private equity communitymadebig bets on the
MedicalHardwaresegmentduringthe secondhalf of
of 2017 Of the five announceddealsin the space,
three involveda privateequity buyer.

The largestdiscloseddeal in this category,and the
sub-sector'shighestvalueddisclosedransactionwas
the acquisition of Servelec Group, a Ukbased
automation systems& healthcaresoftware firm, by
pan-Europeanbuyout fund, Montagu, for just under
$300millionand3.6xrevenue

ServelecGroup provides design, developmentand
manufacturingof industrial automation and oil and
gas mining controls systems,as well as electronic
health records (EHR)and patient administration
software
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Conclusions & contacts

Jonathan Simnett, Director

Healthcare systems around the world are struggling to deal with spiralling costs
allied to rising patient expectations from care, more expensive treatments, and
the expense of dealing with aging populations and chronic lifestyle diseases.
Nowhere is this more keenly felt than in the US which has the highest
healthcare spend per capita allied to largely privatetyhealthcare systems.

So, it is both unsurprising that much of the M&A activity in this time period has

. been driven out of the US and has been devoted to reducing costs through
Jonathan Simnett . . . . .
Director automation of administration and payment mechanisms, but also more strategic
ionathan@hampletonpartners.corMOVES aimed at changing the way patients access;amething that has
remained unchanged since, at least, the middle of the last century.

Despite the high level of M&A activity, which Hampleton believes will continue
and most likely pick up speed, this period has been unremarkable in that most
M&A activity has been conducted within the orthodox Healthtech sector.

But the reality is significant innovation rarely comes from within an industry

it's outsiders that have to break the mould. So, it's the movement of new players
into the healthcare M&A market during 2018 that could be its most interesting
feature with stepchanges being driven the likes of Apple and Google.

Jo Goodson
Managing Director

_ These and other companies have access to consumers, devices and data and
jo@hampletonpartners.com

vast resources to drive change even in a higkdylated market and who have
already showed an interest in this massive and complex segment. The response
of the incumbents to a new competitive pressure will undoubtedly be to

increase the intensity of their M&A activity with a resulting upward pressure on
valuations.
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