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2020: A Year Defined By Healthcare & Digital

Thus far, the year 2020 has been defined by
shealthcare T and ddigital T The coronavirus
pandemichas sent shockwaveshrough healthcare
systemsacrossthe world. Publicand private health
systemsjuicklyriskedparalysifrom the outbreakand
were forcedto confrontthe limitationsand costsof
their processesThis f and the need for social
distancing © causedan acceleratedghift to digital,
speedingip the implementatiorof digitalalternative
processesuchas apps,telehealth andweb-based
resourcesin somecaseshisshiftwasrapidi aswith
the UK NH S Oswitch to
consultations In others, it was extended and

remote physician

troublesomé& aswith the implementationf the U K 0
track -and-trace app, for instance

Overallthe shiftto remote workingandthe stayat
home imperativehavepushedtelemedicine to the
forefront A McKinseysurveyconductedamong213
Europearphysiciansuggestthat 55 to 58 percentof

them believethat telemedicinavill playa significantly
greaterole in the future

Ina similaveinmanypharmacy andprescription
medication servicesiow needto work online,too,
as individualscontinue to avoid pharmaciesand
medicalpracticesfor fear of the virus,subsequently
enjoyingnew levelsof convenienceWe therefore
expectto seemore activityakinto A ma z @018 s
acquisitiorof PillPackn a crossover betweenthe
digital commerce andhealthtech spheres

Furthermore,health IT services and BPO will

grow more as healthcareproviderswill accelerate
digitisationand reach the limits of in-house
implementation and haveno other choicebut to
outsourceto specialisethird-party firms Theseare

?lkelyto reapthe benefitof the crisis

Meanwhilethe most prolificacquirerssuchasPhilips,
TabulaRasar Varianare,so far, layingow this year,
but we expectthemto comebackstrongin 2H2020
andbeyondoncehealthtectprioritiesbecomeclearer
and the globaleconomy adjuststo a new set of
realities




M&A Summary

Valuations retain momentum Transaction volume continues to increase
Valuation#n the healthtectspacehavebeenhighfor  Transaction volume is on the rise, with 131
the bestpart of the lastfive yearsin the first halfof  transactionsecordedin 1H202Q Thisupwardtrend
202Q the trailing 30-month median EV/S multiple sincea significantip in 2H2016 and 1H2017 has
dippedslightlyto 3x followinga 4x peakin 2H2019 takenus backto the peaklevelsobservedive years
Despitepreviousvolatility, EBITDAmultiplesare still  ago Meanwhile§0 per centof dealdook placein Q1
very high,comingin at 17.7x in 1H202Q Thisgrowth and40 per centin Q2  a splitwhichalludedo the
hasbeendrivenparticularliyby highvaluationsn the cautiousnessf buyersafter the marketscrashedin
HealthcareVertical Softwaresegmenti the largest March2020 (thoughthey havesincemadea healthy
subsectocoveredn thisreport. recovery)

Total number of Healthtech M&A transactions and valuation multiples by half ~ -year, 2015 -2020
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Our Healthtechreport coversthe two-anda-halfyearperiod betweenJanuar018and July202Q All totalsand mediarvaluesefer to the entire period unlesotherwisestated
Mediammultipleplottedin the graphgeferto the 30-month periodprior to andincludinghe halfyear

Private equity remains prominent buyer group

Privateequity firms becameincreasinglgictivein the  substantigpart of the buyer universelnterestrates
healthtectspacen the rurnrup to 2018 howeverthe are not expectedto rise soon,and accesso cheap
marketshareof financiabuyershassincedecreased debt will continue to fuel these financialb uy e r s Qi
slightly That said, financialbuyers still constitutea acquisitiomactivity
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Top Acquirers  PAST 30 MONTHS

Althoughit featuredat the top of the acquisitiotiable  softwareproviderH&SQualitanel Software
between 2017 and 2019 Philipshas now been
overtaken by other healthcare giants such as

In addition, Elekta AB, a Swedishcompany that

providesradiationtherapy,radiosurgeryand clinical

TabulaRasar Mediwaref despite the fact that managemerfor cancerandbraindisordertreatment,

neither of these companiesnade any purchasesn
2020either

acquiredrinnistirm KaikuHealthin FebruaryK a i k u 0 ¢
patient monitoring software and mobile application

CGM made two acquisitionsjust before the hasmodulesfor more than25 typesof cancerandis
coronavirusoutbreak, pickingup the Germanand inuseinover40 Europeartancerlinicandhospitals
Spanishassetsof Cerner, and Italian telemedicine

Acquisitions
in 30months

Acquirers

Three mostrecentacquisitions

PrescribeWellnegsharmacy engagement management SaaS
fii TABULARAS 4 DoseMeindividualised medication dosing SaaS
CognifyEHR management SaaS

RockPond Solutionsiealthcare and pharmaceuticals analytics Saaf
/ .
L) Med|Ware” 4 BlueStrat&HR electronic health record management SaaS
FazzAssociatesiome health & hospice BPO

Washington & Weshealthcare denials & appeals management
\ﬂNT 4 AcuStreaninc. healthcare charge capture auditing SaaS

SOLUTIONS

CloudMedSolutionshealthcare diagnosis validation SaaS

NoonaHealthcareoncology treatment tracking SaaS & mobile apps
Vd r |a n 4 humediQglobalsurfaceguided radiation therapy software & hardware
Evinanctnhnovationclinical decision support SaaS

Cerner Corp. (DE & ES assétgalthcare practice management Saap

@ Wediear " 3 H&SQualitanel SoftwareSpA telemedicine software

Qualizord@V patient experience data management SaaS

Digitize.Al healthcare Aénabled ERP SaaS
<> WAYSTAR 3 PARO Decision Support LLharity care predictive analytics SaaS
Connancénc. healthcare predictive risk analytics SaaS

KaikuHealth Ltd.patient monitoring software & mobile application

Co
- EI e ktq 3 ProKnowSystems LLGadiation therapy analytics SaaS
Acumyn quality assurance SaaS
F P Orchard Softwardaboratory information management SaaS
- | B 3 Qualcomm Life Inenedical data networking systems
FRANCISCO . .
AR RERS Connecturdnc. insurance sales automation SaaS

3| 12HealthtectM&A Overview 2H 2020 } Hampleton



Trends, largest deals & subsector breakdown

A Regional deataking sees European targets
acquired by morkcal acquirers

A First signs of deals influenced by €k#id
e.g. deals targetimgpiratory disease
detection software

A Telemedicine services continue to thrive
as Covidl9 pushes everything online and
people steer clear of-person consultations

A Private equity andfinancial buyers
continue to invest and acquire, accounting
for almost a third of all transactions in the
sector in the first half of 2020

A Health IT services andBPO thriving as
healthcare providers reach the limits of their
capabilities and look to thpdrty firms for
assistance

A Pharmacy and prescription services
firmly online in a new age driven by
Amazon(Os aPdlRpdk 2018t i on

B HealthcareVertical Software
Healthcarespecific software relating to hospital
managemenpatientanalyticer pharmaceuticals

B Health IT Services & BPO
Connectivity systems and outsourcing destined to
improve practice and patient experience.

Online Health Services
Internethostedservice$or patientseg e-pharmacies,
onlinehealthresourcesg-learninglatforms

EHR & Information Management
Hectronichealth and medical records, data
management systems and software.

Medical Hardware

Hightech medical devic&B: Medical Hardware is not
explored in depth in this report, as the deal pool is t
limited to offer any accurate conclusions.
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LARGEST DISCLOSED DEALS
OF 1H2020

$5 billion
10 Mar

Veritas Capital acquires the
health & human services asse:
DXC Technology at 3.6x EV/S

$600 million
12 Jan

Teladoc Health acquires InToL
Health at 7.5x EV/S

$417 million
04 Mar

Align Technology acquires
exocad Global Holdings GmbkF

$249 million
05 Feb

CompuGroupMedical SE
acquires Cerner Corp. at 3x E
and 17.1x EV/EBITDA

$208 million Change Healthcare acquires F
01 Jun Inc.

$190 million
13 Jan

R1 RCM Inc. acquires SCI
Solutions Inc.

$180 million
19 May

Revancé& herapeutics Inc.
acquireHintMD

Healthcare Medical Hardware
Vertical 5%
Software

Online Health
Services
/ 6%

EHR &
Information
Management

10%

61%

\

Health IT
Services & BPO
18%
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Geographical breakdown

LAST 30 MONTHY

Over the past 30 months,63 per cent of
TSEuropeantargetswere bought by acquirers
that were alsoEuropeanThisfigureis a little
lower for Q1 202Q before the coronavirus

outbreak

However, this number has jumpedto 100
per cent if we lookonlyatdealslosedn Q2
2020, pointing to more regional deal-
making for 202Q Thisis likelyto be dueto

local lockdown

travel restrictions and

measurestronglyimpactinghe prospectgor

intercontinentdl&A

BETS

HEADQUARTERS OF HEADQUARTERS QF
HEALTHTECH TARGETS ACQUIRERS OF EUROPEAN TARGE
RoW
3% Europe North
63% America
/ 32%
ANorth Europe
merica 15%
82% RoW
5%
Q1 2020
HEADQUARTERS OF HEADQUARTERS QF
HEALTHTECH TARGETS ACQUIRERS OF EUROPEAN TAR
RoW North
4% or
0 Europe America
45% 44%
North Europe
. 12%
America
84% Row
11%
Q2 2020
HEADQUARTERS OF HEADQUARTERS QF
HEALTHTECH TARGETS ACQUIRERS OF EUROPEAN TAR
RowW
2% Europe
/ 100%
North Europe
America 220
76%

MeanwhileacrosgglobalM&A activity North
American
majorityshareof dealsaccountindgor 84 per
cent of all deals in Q1 2020 and 76 per
cent inQ2 2020

targets have maintainedtheir
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Healthcare Vertical Software

Sub-sector overview
Alreadythe largestsubsectorwithin the healthcare revenuemultiplecamein at 3.6x, while the EBITDA
space,in 1H2020 the HealthcareVertical Software multiplereacheda highl17.3x.

segmensawthe mosttransactiorvolumeon record

It is alsoworth noting that, while previousEBITDA

with 88 dealst a 20 per cent increaseon the last multipleson the below graphwere very high, they

reporting period In fact, transactionvolume has includeda handfubf exceptionatlealsvhichclosedat
high EBITDAmultiples(>50x). Thus,it is safeto say

On the valuationside,so far 2019 has not been that the current medianis more representativeof

grownconsistentlgince2017.

beaten In 1H202Q the trailing 30-month median valuatiortrendsin the segment
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Respiratory iliness stays front of mind
Given the concern over respiratoryillnessesas a  Throughthe deal AireHealthaddsto its capabilitieall

result of Covid19, this dealcameas no surprise of Br e at h R eassetsiincluding smployees,
AireHealthan Americarmproviderof respiratorycare  intellectual property, research and published
managementthrough a mobile app, acquired works AireHealth also

BreathReseargcla respiratory healthcarefirm that ~ gainsall patentsrelated = 5 AjreHealth
detects fluctuations in respiratory health Its to  respiratory drug

VitalBreath virtual care software helps patients, delivery, medication ACQL(J)fSJIljl'r;ON
caregiversand cliniciango be more informed in adherencandanalysisf Not disclosed
respiratory care, enabling faster response to breathing sounds using I "””H
exacerbationsind translatingo fewer emergencies machine learning and breath
andfewerhospitalisations artificialntelligence

6 | 12 HealthtectM&A Overview 2H 2020 } Hampleton



Healthcare Vertical Software ( cont.)

Invitae targets pharmacogenetics
In March,Invitag the publiclylisted medicalgenetics Genelexoffers pharmacogenetiestingthat analyses
company, purchasedYouScript a clinicaldecision the genesthat are important for understanding
support and analyticplatform,for $79 million and variationin how people metaboliseand respond
Genelexa pharmacogenettestingcompanyfor $20  differentlyto prescriptionmedicationsThe testing
million process includes pharmacistreview, patient and
Accordingo the acquirerdespitaits broad utility the cliniciafiacingreports, as well as accesgto clinical
incorporation of pharmacogenetimmformation into decisiorsupportfor the treatingprovider

routine medical care has been slow Combining

Genelextestingwith clinicaldecisionsupportusing | 7~ J INVITAE 7 ) INVITAE
. - . . {4 L4
YouScriptsoftwareallowscliniciano easilynavigate
thisinf fi h Ki inti hoi t 10 Jun 10 Jun
is informationwhen makingprescriptionchoicesa ACQUISITION ACQUISITION
the pointof care $79 million $20 million

Y o u S csofiwargpdirsap a t i ppanmadogenetic YOU§CHDT gene|e'::==::_

profile with publisheddrug and gene interaction

informationto assesthe riskfor adversedrugevents

and possiblesideeffects Healthsystemsanalsouse Theuseof YouScriptn combinatiowith Genelexhas
YouScript at population scale to identify patient been shown to reduce adverseevents,costs and
populationsit highestiskfor adversevents hospitaleadmissions




Health IT Services & BPO

Sub-sector overview

After astrongreboundin 2H2019 transactiowolume Almost all the transactionsin this segmentwere
in this segmentdeclinedagainin 1H202Q with 15 carried out betweena north Americanbuyer and
deals recorded However, the trailing 30-month  north Americarseller
revenuemultipleremainedstable comingin at 2.4x.

There were not enoughdisclosedcEBITDAmultiples

to warrant a reliable trailing 30-month median

EBITDAmultiple
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Segment seeslargest deal

The Health IT Servicestt BPO segmentsaw the
largestdealin 1H202Q In March,privateequityfirm
Veritasspent $5 billion on the healthand human
servicedusines®f DXC Technologyie. the assets
which provide health software consulting and
integration for Medicaid hospitalsand healthcare
providersin the US ForinstanceDXC HHSenables
usersto managepatient health records, monitor
qualityof carein reattime,andmanagéookingsand
admissions, laboratory information, electronic
medicationpharmacyand mortuaryprocesseDXC
saidit would usethe proceedsfrom this saleof the

Medicaigervicebusiness paydowndebt
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Thisis not the first time VeritasCapitaland DXC
have worked together
In 2018 componentof

Ver it a®usiness, VEA%{EQS
Vencore and KeyPoint 10 Mar
along with DXCas ACQ:”;Q'I!T'ON
5 billion
federal businesswere
.v. Health and human
fOIded together tO A services assets

DXC.technology

create the DXC spin
off Perspecta
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Health IT Services & BPO ( cont.)

Cerner divests underperforming RCM unit
EHRgiantCernershedits Germanand Spanislassets
to CGM in Februarnandfollowedwith the saleof its
underperformindRevWorksbusinesso RL RCMin
Junéfor $30 million With the deal Chicagebasedrl
gainsaccesgo RevWork& commercialnonfederal
clientrelationshipCernerwill alsoextendR10 EHR
agnosticrevenuecycle capabilitieso its clientsand
new prospects

Accordingto HealthcareDive, the multibilliondollar
revenue cycle managemen{RCM) sector has few

playersbut is expectedto grow ashospitalstruggling

with suboptimal collections rates and weakening
margingookto outsourcebackendfunctions
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Acquirer R1 has remainedlargelyunaffectedoy the
pandemicteportinga revenuespikeof more than 16
per cent year over year in the first quarter The

R1

17-yearold RCM player
has embarked on a

campaign of inorganic

growth this year to 3 Jun
o o ACQUISITION

solidifyits positionin the $30 million

unsaturatedmarket, also S Cerner

snapping up patient

engagementplayer SCI

RevWorks

Solutiongn April.
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