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AMBULATORY SURGERY CENTERS

The Scope Research Healthcare Valuation Database includes 58 controlling
interest transactions involving ASCs during the decade with publicly available
financial details. The majority of these deals are single center transactions
involving a mixture of single and multi-specialty centers, often reflecting the
acquisition of a controlling partial interest in a joint venture with physicians or
a physician-owned entity. Buyers primarily consist of hospitals, health
systems, and ASC management companies. The database also includes
several transactions involving large, multi-location ASC companies, including
AmSurg, Surgery Partners, Surgical Care Affiliates, and United Surgical
Partners. The median ASC price-to-EBITDA multiple from the database during
the decade was 7.7x, while the multiples ranged from 6.8x to 9.2x at the 25t
and 75 percentiles.

DATABASE SUMMARY STATISTICS: ASC
Benchmarks

EBITDA Revenue EBITDA

Margins Multiple Multiple

10th Percentile 7.6% 1.1 5.5
25th Percentile 16.4% 1.4 6.8
Median 27.7% 2.0 7.7
75th Percentile 37.7% 2.9 9.2
90th Percentile 46.0% 3.5 11.5
Awverage 26.8% 2.2 9.1
Transaction Count 58
ENDOSCOPY

Generally, single-specialty ASCs command slightly lower multiples than
their multi-specialty counterparts, although single-specialty endoscopy
centers appear to be an exception based on the limited sample of
transactions in the Scope database. The 11 controlling interest
endoscopy center transactions recorded in the database during the
decade occurred at very similar multiples to ASCs generally, despite
consisting exclusively of small, single center deals. The median
endoscopy center price-to-EBITDA multiple was 7.5x, while the
transactions occurred within a tight range from 7.2x to 8.4x between the
25" and 75" percentiles. The relatively high multiples paid for
endoscopy centers are likely due to their recurring patient -base,
favorable demographic trends, very high EBITDA margins, and relatively
low ongoing capital requirements.
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Size v. EBITDA Multiple

IMPACT OF SIZE ON VALUATION MULTIPLES

As with most healthcare services organizations, the database indicates that
larger ASCs and ASC companies typically sell for higher valuation multiples
than smaller ones. The graph above plots each control-level ASC transaction
from our database and compares the reported valuation multiple to the size of
the acquisition target in terms of annual EBITDA. While there is significant
variation in the multiples due to company and deal -specific factors, the
resulting regression equation represented visually by the line running through
the dataset indicates a very strong relationship between size and the multiple
paid. The table to the right utilizes this regression equation to calculate size-

adjusted market multiples at various sizes.
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COVENANT SURGICAL PARTNERS, INC.

Nashville-based Covenant Surgical Partners changed hands twice during the
decade, first getting acquired by DFW Capital Partners for a reported $135m
in January 2013 and then being flipped to KKR for approximately $375m in
August 2017, in a deal that was financed with $150m of debt for a D/EV ratio
of 40%. While this represents an impressive 2.8x gross return in a little over
4.5 years, the company sold wasn’t vastly different from the one acquired, as
Covenant reportedly generated EBITDA of approximately $20m at purchase in
2013 and $29m at sale in 2017 (note: as a corroborating datapoint, we have
Covenant’s FY 2014 and 2015 financial statements from a CON filing, which
indicate that the company generated EBITDA less NCI of approximately $24m
in both years). Rather, the majority of the return was driven by multiple
expansion from 76.8x in 2013 to ~12.9x in 2017.

MULTIPLE EXPANSION FOR PLATFORMS

The two Covenant deals highlight one of the key trends of the decade: while
multiples for single center investments remained relatively consistent, at least
according to the limited sample available publicly in the Scope database,
multiples for multi-center “platforms” increased substantially. This was driven
in part by a handful of strategic acquisitions, but also in an industry-wide (and
economy-wide) increase in the availability of inexpensive debt financing. To
illustrate this phenomenon in the ASC space, we split the decade in half and
calculated size-adjusted multiples based on the resulting regression equations
for each half decade. The sample indicates that while multiples may have
remained relatively consistent for smaller centers, reported multiples for larger
centers and multi-center platforms were significantly higher in the second half
of the decade.

MULTIPLE EXPANSION

4P SCOPE RESEARCH

COVENANT SURGICAL PARTNERS
January August

2013 2017
Deal Value $ 135.0 $ 375.0
EBITDA (less NCI) $ 200 $ 29.0
EBITDA Multiple 6.8x 12.9x

(In $m)

Size-Adjusted Multiple

%

EBITDA 2010-2014  2015-2019 Increase
$ 250,000 6.3 5.8 -9.2%
$ 500,000 6.6 6.5 -2.0%
$ 1,000,000 6.8 7.2 4.7%
$ 2,000,000 7.1 7.9 10.8%
$ 4,000,000 7.3 8.6 16.6%
$ 8,000,000 7.6 9.3 22.0%
$ 16,000,000 7.8 10.0 27.0%
$ 32,000,000 8.1 10.7 31.7%
$ 64,000,000 8.4 11.4 36.1%
$ 128,000,000 8.6 12.1 40.3%
$ 256,000,000 8.9 12.8 44.2%
$ 512,000,000 9.1 13.5 48.0%
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SURGICAL CARE AFFILIATES, INC.

The decade’s biggest outlier in terms of valuation was Optum’s early 2017
acquisition of SCA at a nosebleed multiple of 17.1x estimated FY 2016
EBITDA. We’ve seen the multiple on this one reported all over the map, as
some press reports published the implied equity value excluding debt assumed
in the stock deal, while other sources failed to subtract the portion of EBITDA
attributable to their physician JV partners. The math is fairly simple though; the
purchase price was $57 per share according to the fairness opinion published
in support of the deal multiplied by 40.6m shares plus $1.1b of debt per SCA’s
SEC filings equals an enterprise value of approximately $3.4b. The fairness
opinion also includes management estimates of adjusted EBITDA for FY 2016
as well as projected figures for future periods. These figures and the implied
multiples are included in the table to the right, and clearly demonstrate that
organization anticipated significant future growth at the time of sale. Further,
with its national network of ASCs and a proven development team, SCA was
likely considered a highly strategic asset by Optum as it attempted to reduce
the utilization of high cost out-of-network ASCs by its parent company’s health
plan enrollees.

4P SCOPE RESEARCH

SURGICAL CARE AFFILIATES
2016E  2017E 2018E 2019E 2020E 2021E

Deal Value $ 3,430
EBITDA (less NCI) $ 201 $ 235 $ 282 $ 332 $ 386 $ 447
EBITDA Multiple 17.1x 14.6x 12.2X 10.3x 8.9x 7.7X

(In $m)
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BEHAVIORAL HEALTH

DATABASE SUMMARY STATISTICS: INPATIENT BEHAVIORAL

INPATIENT BEHAVIORAL HEALTH Benchmarks

) ) ] EBITDA Revenue EBITDA
The Scope Research Healthcare Valuation Database includes 49 controlling Margins Multiple Multiple
interest transactions involving inpatient behavioral health facilities acquired 10th Percentile 0.2% 0.6 6.0
during the decade with publicly available financial details (there are 72 total 25th Percentile 8.3% 09 79
behavioral health transactions when including outpatient services as well). Median 16'7% 1'3 9'0
These deals include psychiatric hospitals as well as facilities that specialize in ) ' ' )
treating substance abuse and eating disorders. Buyers include strategic 75th Percent!le 25.7% 21 10.7
acquirers, private equity firms, and hospitals and health systems. The 90th Percentile 31.5% 2.6 12.0
database includes a mixture of single facility and platform acquisitions, with a
price-to-EBITDA multiple of 9.0x, and a range from 7.2x to 10.7x at the 25t Average 15.3% 1.5 9.1
and 75 percentiles.

Transaction Count 49

TRUSTPOINT HOSPITAL OF MURFREESBORO

One of the larger outliers in terms of valuation among inpatient
behavioral health deals during the decade was Acadia’s 2016
acquisition of TrustPoint Hospital in Tennessee at multiples of ~2.8x and
~14.2x FY 2015 revenue and EBITDA, respectively. The $62.7m
purchase price is sourced from Acadia’s SEC filings, while the revenue
and EBITDA figures are sourced from TrustPoint’s cost reports. The high
valuation is likely due to the fact that, at acquisition, TrustPoint was a
relatively new, growing facility that had just recently opened (late 2012).
Post-transaction revenue has increased from $22.5m in FY 2015 to
$34.7m in FY 2019, representing a five-year compound annual growth
rate of 9.1%.

TRUSTPOINT HOSPITAL

FY 2015 Multiple

Deal Value $ 62.7

Revenue $ 22.5 2.8X
EBITDA $ 4.4 14.2x
(In $m)
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Size v. EBITDA Multiple
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IMPACT OF SIZE ON VALUATION MULTIPLES

As with most healthcare services organizations, the database indicates that
larger behavioral health facility operators typically sell for higher valuation
multiples than smaller ones. The graph above plots each inpatient transaction
from our database and compares the reported valuation multiple to the size of
the acquisition target in terms of annual EBITDA. While there is significant
variation in the multiples due to company and deal -specific factors, the
resulting regression represented visually by the line running through the
dataset indicates a strong relationship between size and multiple paid,
although the relationship is less pronounced than in some other segments. The
table to the right utilizes the regression equation to calculate size-adjusted
market multiples at various sizes.

$100,000,000
EBITDA Adjusted
$ 250,000 7.4
$ 500,000 7.8
$ 1,000,000 8.1
$ 2,000,000 8.4
$ 4,000,000 8.8
$ 8,000,000 9.1
$ 16,000,000 9.4
$ 32,000,000 9.8
$ 64,000,000 10.1
$ 128,000,000 10.5
$ 256,000,000 10.8
$ 512,000,000 11.1

$1,000,000,000
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RIDGEVIEW INSTITUTE, INC.

In early 2017, the for-profit U.S. HealthVest acquired non-profit psychiatric
facility Ridgeview Institute in the Atlanta area for $50m according to a report
filed by the Office of the Attorney General in the state. The purchase price
excluded the facility, which was to be leased for a 30-year term at $3m annually
with a buyer’s option to purchase the real estate for $31.5m after five years.
According to the filing, Ridgeview received interest from six parties, with U.S.
HealthVest presenting by far the best offer, as the others ranged from $36m to
$46.5m including the real estate.

According to the cost reports submitted by the hospital to CMS, the facility
generated EBITDA of approximately $3.1m in FY 2016, up from $2.1m in FY
2017, meaning it was approximately break-even on a pro forma basis adjusted
for rent expense of $3m. However, U.S. HealthVest was able to massively alter
the economics of the facility, as profitability increased immediately in FY 2017
before declining slightly in FY 2018 to reflect more reasonable multiples of 5.8x
and 7.1x EBITDA excluding the facility and 7.0x and 8.0x including the facility.
U.S. HealthVest clearly factored the majority of the prospective improvements
into their offer, while other bidders did not.

AUTISM SERVICES

Autism services is one of the segments where private equity has been
especially active in the second half of the decade, leading to reports of several
high multiple platform investments, and many more unreported. According to
an article published by autism research organization Spectrum, changes to
U.S. federal and state laws now compel insurance companies to reimburse
autism treatments, which has made the field much more attractive to investors
in recent years.

4P SCOPE RESEARCH

RIDGEVIEW INSTITUTE
FY FY FY
2016 2017 2018

Including Real Estate

Deal Value $ 815

Revenue $ 381 $ 401 $ 453
EBITDA $ 31 $ 116 $ 10.2
EBITDA Multiple 26.3x 7.0x 8.0x

Excluding Real Estate

Deal Value $ 50.0

Revenue $ 381 $ 401 $ 453
EBITDA (after lease pmts) $ 01 $ 86 $ 7.1
EBITDA Multiple NMF 5.8x 7.1X
(In$m)

The Scope database includes five autism services deals reported since late
2017, three of which are platform deals that occurred in the 15x to 17x EBITDA
range. CARD, the outlier on the high end, reportedly had a significant
technology element. We also believe the reported EBITDA figure may have
lacked de novo and certain other adjustments included in the other deals. The
more recent, lower multiple Florida Autism Center deal (announced very early
2020) was a sizeable tuck-in acquisition by KKR’s Blue Sprig Pediatrics.

AUTISM SERVICES

Price to

Date Target Acquirer Price (EV) EBITDA EBITDA
3/6/2020 Florida Autism Center Blue Sprig Pediatrics $ 120,000,000 $ 10,000,000 12.0
12/6/2019 Centria Healthcare Thomas H. Lee Partners  $ 415,000,000 $ 25,000,000 16.6
5/7/2019 Hopebridge Arsenal Capital Partners ~ $ 255,000,000 $ 16,500,000 15.5
4/13/2018 Center for Autism and Related Disorders Blackstone $ 600,000,000 $ 23,000,000 26.1
12/20/2017 Autism Learning Partners FFL Partners $ 270,000,000 $ 16,000,000 16.9
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DIALYSIS

The Scope Research Healthcare Valuation Database includes 34 controlling
interest transactions involving dialysis companies acquired between 2010 and
2019 with publicly available financial details. The majority of these deals are
single center transactions, often reflecting the acquisition of a controlling partial
interest in a joint venture with physicians or a physician-owned entity. Buyers
primarily consist of the large dialysis companies, but also include hospitals and
health systems. The database also includes several transactions involving the
large dialysis companies themselves, including U.S. Renal Care, DSI Renal,
and Ambulatory Services of America. The median dialysis price-to-EBITDA
multiple from the database during the decade was 8.1x, while the multiples
ranged from 6.7x to 9.1x at the 25" and 75" percentiles.

4P SCOPE RESEARCH

DATABASE SUMMARY STATISTICS: DIALYSIS
Benchmarks
EBITDA Revenue EBITDA
Margins Multiple Multiple

10th Percentile 2.6% 0.5 5.7
25th Percentile 8.2% 1.1 6.7
Median 17.5% 1.6 8.1
75th Percentile 22.0% 1.9 9.1
90th Percentile 31.9% 2.2 10.4
Average 16.5% 1.6 8.2
Transaction Count 34

EARLY DECADE CONSOLIDATION

The decade started with a flurry of consolidation among the
largest dialysis providers in the U.S., as Liberty Dialysis acquired
Renal Advantage for $850m in late 2010 before being acquired
by Fresenius for $2.2b in 2011. Next, DaVita acquired DSI Renal
for $730m in 2011, and U.S. Renal Care was acquired by
Leonard Green & Partners for $611m in 2012 before acquiring
Ambulatory Services of America the next year for $700m and a
new DSI entity for $640m in 2015. Each of these mega-deals
reportedly occurred in the neighborhood of 2x revenue and 9x
EBITDA. The number of deals of this magnitude has slowed
significantly in the second half of the decade.
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Size v. EBITDA Multiple
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IMPACT OF SIZE ON VALUATION MULTIPLES

As with most healthcare services organizations, the database indicates that
larger dialysis organizations typically sell for higher valuation multiples than
smaller ones. The graph above plots each transaction from our database and
compares the reported valuation multiple to the size of the acquisition target in
terms of annual EBITDA. While there is significant variation in the multiples
due to company and deal -specific factors, the resulting regression
represented visually by the line running through the dataset indicates a strong
relationship between size and the multiple paid. The table to the right utilizes
the resulting regression equation to calculate size-adjusted market multiples
at various sizes. The impact of size is not as pronounced as in some other
segments, as the large dialysis companies may factor in improved rates and
supply contracts into their offers for smaller centers.

U.S. Renal Care
2012

U.S. Renal Care

L JUTTOPPPP PP T el 2019

$100,000,000
EBITDA Adjusted
$ 250,000 7.2
$ 500,000 7.4
$ 1,000,000 7.7
$ 2,000,000 7.9
$ 4,000,000 8.2
$ 8,000,000 8.5
$ 16,000,000 8.7
$ 32,000,000 9.0
$ 64,000,000 9.3
$ 128,000,000 9.5
$ 256,000,000 9.8
$ 512,000,000 10.0

$1,000,000,000
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U.S. RENAL CARE, INC.

The last mega-deal of the decade was also the largest, as a consortium of
private equity firms acquired U.S. Renal Care in a leveraged buyout for $2.7b
in February 2019. The purchase price was disclosed publicly in bond rating
research published by Moody’s, while U.S. Renal Care’s FY 2018 financials
are available via a State of New York certificate of need filing. Consistent with
the transactions reported earlier in the decade, the multiples work out to™2x
revenue and ~9.3x EBITDA. For all of the multiple expansion that occurred
throughout the decade among larger healthcare service companies, dialysis
appears to be one area where valuation multiples remained unchanged.

MULTIPLE COMPRESSION

While this phenomenon could simply be due to the small sample size and the
impact of an outlier or two, dialysis is the one segment where our database
indicates that valuation multiples may have actually contracted in the second
half of the decade. This could be related to the fact that the dialysis industry
was already highly concentrated by 2012, reducing the number of potential
buyers and lowering the potential for future growth through acquisition. Other
factors may include the regulatory overhang from several significant qu/ tam
lawsuits in the industry, as well as continued reimbursement pressure in the
segment.

LOWER MULTIPLES

4P SCOPE RESEARCH

U.S. RENAL CARE
Deal Value
EBITDA (less NCI)
EBITDA Multiple

$ 2,700.0
$ 289.8
9.3x

(In$m)

Size-Adjusted Multiple

%

EBITDA 2010-2014  2015-2019 Increase
$ 250,000 7.4 6.9 -7.4%
$ 500,000 7.7 7.1 -8.5%
$ 1,000,000 8.0 7.3 -9.5%
$ 2,000,000 8.3 7.4 -10.4%
$ 4,000,000 8.6 7.6 -11.3%
$ 8,000,000 8.9 7.8 -12.1%
$ 16,000,000 9.2 8.0 -12.8%
$ 32,000,000 9.5 8.2 -13.5%
$ 64,000,000 9.8 8.4 -14.2%
$ 128,000,000 10.0 8.6 -14.8%
$ 256,000,000 10.3 8.7 -15.4%
$ 512,000,000 10.6 8.9 -16.0%
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HEALTHCARE INFORMATION TECHNOLOGY

The Scope Research Healthcare Valuation Database includes 114 controlling

DATABASE SUMMARY STATISTICS: HEALTHCARE IT

. . . . . . . Benchmarks
mtergst transactions involving healt.hcare ||.'1format!on teghnolqu companies EBTDA _ Revenue EBITDA
acquired between 2010 and 2019 with publicly available financial details. The Margins  Multiple  Multiple
tr.ansactlonsilnclude a wide variety of software and technology _compgme_s with 10th Percentile 72% 16 9.4
diverse business models and end markets. Buyers consist primarily of 25th Percentile 13.9% 24 10.6
strategic acquirers and financial sponsors. The median healthcare IT price-to- Median 23.7% 3.8 14.0
EBITDA multiple from the database during the decade was 14.0x, while the 75th Percentile 31.5% 56 16.7
multiples ranged from 10.6x to 16.7x between the 25t and 75" percentiles. 90th Percentile 42.0% 7.3 20.1
Average 22.9% 4.1 15.3
Transaction Count 114

HEALTHCARE IT BY SEGMENT

Average Average Average
Average Deal EBITDA Priceto Priceto

Type Count Price Margin Revenue EBITDA
HIT: Analytics 18 $ 818,942,667 25.8% 4.7 14.8
HIT: Benefits Management 11 $ 1,241,759,182 16.8% 4.0 15.4
HIT: Content b) $ 961,932,000 22.8% 3.9 15.0
HIT: Documentation/Compliance 10 $ 210,691,900 34.9% 3.6 9.4
HIT: Insurance Marketplace 3 $ 550,391,333 11.6% 1.8 11.5
HIT: Interoperability 1 $ 100,000,000 45.5% 4.6 10.0
HIT: Life Sciences 17 $ 1,139,181,729  21.8% 35 141
HIT: Location Tracking 1 $ 140,000,000 23.3% 3.2 13.7
HIT: Pharmacy 6 $ 706,989,167 13.5% 4.1 15.8
HIT: PM/EMR 12 $ 856,838,917 15.5% 3.6 19.7
HIT: Post Acute 2 $ 472,300,000 26.0% 4.6 18.0
HIT: Revenue Cycle 10 $ 1,282,300,000 28.3% 4.5 13.3
HIT: Specialty Clinical 7 $ 660,635000 20.7% 5.0 14.9
HIT: Supply Chain 1 $ 1,913,000,000 45.9% 8.7 18.9
HIT: Workforce 2 $ 161,000,000 27.8% 22 12.0
HIT: Communications 2 $ 94,250,000 NA 6.5 NA
HIT: Telemedicine 5 $ 391,141,800 7.0% 5.2 70.7
HIT: Security 1 $ 544,000,000 NA 3.8 NA
|Total Healthcare IT 114 $ 828,187,872  22.9% 4.1 15.3 |
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Size v. EBITDA Multiple
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As with most healthcare organizations, the database indicates that larger EBITDA Adjusted
healthcare IT organizations typically sell for higher valuation multiples than $ 250,000 11.0
smaller ones. The graph above plots each transaction from our database and : . ggg'ggg Eg
compares the reported valuation multiple to the size of the acquisition target in s 2'000'000 12'5
terms of annual EBITDA. While there is significant variation in the multiples 3 4,000,000 13.0
due to company and deal -specific factors, the resulting regression equation $ 8:0001000 13.4
represented visually by the line running through the dataset indicates a strong $ 16,000,000 13.9
relationship between size and the multiple, although the relationship is weaker $ 32,000,000 14.4
than in some other segments due to scalability and higher potential growth on $ 64,000,000 14.9
the lower end of the market. The table to the right utilizes the resulting $ 128,000,000 15.4
regression equation to calculate size-adjusted market multiples at various $ 256,000,000 15.9
$ 512,000,000 16.4

sizes for illustration purposes.

Page | 14


http://www.scoperesearch.co/

HEALTHCARE VALUATIONS 2010-2019

www.scoperesearch.co @ S CO P E R E S EA R C H

Healthcare Services Valuation Database

HOME HEALTH

The Scope Research Healthcare Valuation Database includes 66 controlling
interest transactions involving home health organizations acquired between
2010 and 2019 with publicly available financial details. Some of these deals
involve small sub-$1m EBITDA agencies, but most involve larger, regional or

DATABASE SUMMARY STATISTICS: HOME HEALTH
Benchmarks
EBITDA Revenue EBITDA
Margins Multiple Multiple

national organizations. Buyers consist of a mixture of private equity firms and 10th Percentile 5'2? 0.4 4.0

their platforms companies, as well as a few smaller transactions involving 25th Percentile 8.7% 0.6 5.3

hospitals and health systems. The median home health price-to-EBITDA Median _ 11.7% 0.9 8.0

multiple from the database during the decade was 8.0x, while the multiples 75th Percent!le 14.6% 11 10.0

ranged from 5.3x to 10.0x between the 25t and 75 percentiles. 90th Percentile 18.3% 16 11.1
Average 9.7% 0.9 8.1
Transaction Count 66

ALMOST FAMILY, INC.

Similar to the previously discussed SCA deal, Almost Family’s April
2018 merger with LHC Group is another transaction where the reported
multiples are all over the map even though the math is fairly straight
forward. According to LHC’s SEC filings, merger consideration was
$795m plus $107m of assumed debt. for an enterprise value of $902m.
Almost Family’s estimated 2018 revenue and EBITDA less NCI is
included in the fairness opinion prepared by advisors in support of the
deal.

Deal Value $ 902.0
EBITDA $ 83.2
EBITDA Multiple 10.8x
(In $m)
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As with most healthcare services organizations, the database indicates that $ 250,000 5.3
larger home health organizations typically sell for higher valuation multiples $ 500,000 58
than smaller ones. The graph above plots each transaction from our database $ 1,000,000 6.4
and compares the reported valuation multiple to the size of the acquisition $ 2,000,000 7.0
target in terms of annual EBITDA. While there is significant variation in the $ 4,000,000 7.5
multiples due to company and deal -specific factors, the resulting regression $ 8,000,000 8.1
equation represented visually by the line running through the dataset indicates $ 16,000,000 8.7
a very strong relationship between size and the multiple paid. The table to the $ 32,000,000 9.2
right utilizes the resulting regression equation to calculate size-adjusted $ 64,000,000 9.8
market multiples at various sizes. $ 128,000,000 10.4
$ 256,000,000 10.9
$ 512,000,000 11.5

$1,000,000,000
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MULTIPLE EXPANSION

Unlike some other segments, where the Scope database only reflects multiple
expansion for larger organizations, the home health and hospice segments,
combined, appear to have experienced modest expansion across all sizes. As
with ASCs, we split the decade in half and calculated home health and hospice
size-adjusted multiples based on the resulting regression equations for each
half decade. Our analysis indicates that multiples increased by 14% to 18%
between the first and second half-decade.

ACCENTCARE, INC.

In the most recently announced large transaction with disclosed multiples,
private equity firm Advent International announced their acquisition of
AccentCare in May 2019 from Oak Hill Capital Partners. Despite uncertainty
surrounding the impact of the patient-driven groupings model on home health
profitability during that timeframe, the transaction still occurred at healthy
multiples of ~1.1x and ~11.2x revenue and EBITDA, respectively, just slightly
above the Almost Family deal, which was almost exactly the same size. The
$909m transaction price, consisting of $424m equity and $485m debt, or a
53.3% D/EV ratio, was disclosed in Moody’s bond rating research, as were
several key financial metrics.

4P SCOPE RESEARCH

MULTIPLE EXPANSION
Size-Adjusted Multiple

%

EBITDA 2010-2014 2015-2019 Increase
$ 250,000 5.2 6.0 14.1%
$ 500,000 5.8 6.6 14.7%
$ 1,000,000 6.3 7.2 15.3%
$ 2,000,000 6.8 7.8 15.7%
$ 4,000,000 7.3 8.4 16.1%
$ 8,000,000 7.8 9.1 16.5%
$ 16,000,000 8.3 9.7 16.8%
$ 32,000,000 8.8 10.3 17.0%
$ 64,000,000 9.3 10.9 17.3%
$ 128,000,000 9.8 11.5 17.5%
$ 256,000,000 10.3 12.1 17.7%
$ 512,000,000 10.8 12.7 17.8%

FY 2015 Multiple

Deal Value $ 909.0
Revenue $ 814.0 1.1x
EBITDA $ 81.0 11.2x
(In $m)
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HOSPICE

The Scope Research Healthcare Valuation Database includes 31 controlling
interest transactions involving hospices acquired between 2010 and 2019 with
publicly available financial details. Some of these deals involve small sub-$1m
EBITDA agencies, but most involve larger, regional or national organizations.
Buyers consist of a mixture of private equity firms and their platforms
companies, as well as a few smaller transactions involving hospitals and health
systems. The median hospice price-to-EBITDA multiple from the database
during the decade was 9.1x, while the multiples ranged from 7.6x to 10.3x
between the 25" and 75 percentiles.

4P SCOPE RESEARCH

DATABASE SUMMARY STATISTICS: HOSPICE
Benchmarks
EBITDA Revenue EBITDA
Margins Multiple Multiple

10th Percentile -1.7% 0.7 6.2
25th Percentile 8.6% 0.8 7.6
Median 13.6% 1.4 9.1
75th Percentile 19.2% 1.7 10.3
90th Percentile 21.7% 2.1 12.2
Awerage 12.6% 1.3 9.1
Transaction Count 31

ODYSSEY HEALTHCARE, INC.

In the first big hospice deal of the decade, Gentiva Health Services
acquired Odyssey Healthcare for almost $1.1b according to their SEC
filings, implying fairly healthy multiples of ~1.5x and ~11.3x revenue and
EBITDA, respectively, based on the financial data included in the
fairness opinion. Management’s growth projections at the time were far
from aggressive, as EBITDA was projected to increase from $96m in FY
2010to $120min FY 2014, representing a compound annual growth rate
of 4.6%.

ODYSSEY HEALTHCARE

Deal Value $ 1,100.0
EBITDA $ 96.0
EBITDA Multiple 11.3x
(In $m)
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IMPACT OF SIZE ON VALUATION MULTIPLES

As with most healthcare services organizations, the database indicates that
larger hospices typically sell for higher valuation multiples than smaller ones.
The graph above plots each transaction from our database and compares the
reported valuation multiple to the size of the acquisition target in terms of
annual EBITDA. While there is significant variation in the multiples due to
company and deal -specific factors, the resulting regression equation
represented visually by the line running through the dataset indicates a strong
relationship between size and the multiple paid. The table to the right utilizes
the resulting regression equation to calculate size-adjusted market multiples
at various sizes.

Odyssey Healthcare

$100,000,000

$10,000,000
EBITDA Adjusted
$ 250,000 6.9
$ 500,000 7.4
$ 1,000,000 7.8
$ 2,000,000 8.2
$ 4,000,000 8.7
$ 8,000,000 9.1
$ 16,000,000 9.5
$ 32,000,000 10.0
$ 64,000,000 10.4
$ 128,000,000 10.8
$ 256,000,000 11.3
$ 512,000,000 11.7
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WEST VIRGINIA CARING

In October 2018, the non-profit board of a predecessor entity (Hospice Care
Corporation d/b/a West Virginia Caring) bought back the hospice business it
sold to Capital Caring in 2016 based on the same financial terms, resulting in
a purchase price of $7.35m. When the deal originally occurred in 2016, the
business was generating approximately $10m revenue on a census of 210,
which represents a very low implied daily rate of $130, and resulted in a
significant loss from operations. Since then, revenue declined to $9m, but
margins increased to approximately 9%, resulting in implied multiples of 0.8x
and 9.1x revenue and EBITDA, respectively.

HOSPICE TO HOME HEALTH PREMIUM

The Scope database indicates that hospices typically receive a premium
multiple relative to home health agencies. The limited number of small hospice
deals occurred at a premium of over 30% to home health agencies of the same
size in both decades, while larger platform hospices companies received a
slight discount in the first half of the decade and a premium of 14% to 20% in
the second half, relative to their home health counterparts.

4P SCOPE RESEARCH

West Virginia Caring

Deal Value

Revenue
Revenue Multiple

EBITDA
EBITDA Multiple

2016 2018
$ 735 $ 7.35
$ 999 $ 904
0.73x 0.81x
$ (095 $ o081
NMF 9.1x

(In $m)

HOSPICE TO HOME HEALTH PREMIUM

HOME HEALTH HOSPICE HOSPICE TO HOME

Size-Adjusted Multiple % Size-Adjusted Multiple % HEALTH PREMIUM
EBITDA 2010-2014 2015-2019 Increase 2010-2014 2015-2019 Increase 2010-2014 2015-2019
$ 250,000 4.8 5.1 5.3% 6.6 6.8 2.5% 36.5% 32.8%
$ 500,000 5.4 5.8 6.3% 7.0 7.5 6.9% 28.4% 29.1%
$ 1,000,000 6.0 6.5 7.0% 7.4 8.2 10.8% 21.9% 26.2%
$ 2,000,000 6.6 7.1 7.7% 7.7 8.8 14.4% 16.5% 23.8%
$ 4,000,000 7.2 7.8 8.2% 8.1 9.5 17.7% 12.1% 21.9%
$ 8,000,000 7.8 8.5 8.7% 8.5 10.2 20.7% 8.3% 20.2%
$ 16,000,000 8.4 9.2 9.1% 8.8 10.9 23.4% 5.1% 18.8%
$ 32,000,000 9.0 9.9 9.4% 9.2 11.6 25.9% 2.2% 17.6%
$ 64,000,000 9.6 10.5 9.7% 9.6 12.3 28.2% -0.2% 16.6%
$ 128,000,000 10.2 11.2 10.0% 9.9 13.0 30.3% -2.4% 15.7%
$ 256,000,000 10.8 11.9 10.2% 10.3 13.7 32.3% -4.4% 14.8%
$ 512,000,000 11.4 12.6 10.4% 10.7 14.3 34.2% -6.1% 14.1%
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HOSPITALS: GENERAL ACUTE

The Scope Research Healthcare Valuation Database includes 230 controlling
interest transactions involving general acute care hospitals acquired between
2010 and 2019 with publicly available financial details, as well as an additional
11 minority interest transactions. These deals range from small critical access
hospitals to large, multi-hospital health networks. Buyers consist primarily of
other hospitals and health systems, and many transactions are non-profit
affiliations, rather than true acquisitions. The median generate acute care
hospital price-to-EBITDA multiple from the database during the decade was
6.9x, while the multiples ranged from 5.4x to 8.9x between the 25" and 75
percentiles.

4P SCOPE RESEARCH

DATABASE SUMMARY STATISTICS:

10th Percentile
25th Percentile
Median

75th Percentile
90th Percentile

Awerage

Transaction Count

HOSPITALS
Benchmarks

EBITDA Revenue EBITDA

Margins Multiple Multiple
-9.5% 0.2 4.2
-0.8% 0.3 5.4
3.9% 0.5 6.9
8.6% 0.7 8.9
12.6% 1.0 10.5
2.7% 0.5 7.2

230

IMPACT OF HOSPITAL PROFIT MARGIN

General acute care hospitals are a segment where price to revenue
multiples are particularly relevant, especially since so many are
unprofitable or only marginally profitable. However, a hospital’s ability to
generate a profit remains a significant factor in its valuation. The chart
below presents the median revenue multiple by EBITDA margin group,
ranging from 0.31x revenue for unprofitable hospitals, to 0.92x for
hospitals and health systems with EBITDA margins of over 10%.

1.20
1.00
0.80
0.60
0.40

0.20

MEDIAN PRICE TO REVENUE MULTIPLE BY MARGIN

0.92

0.49
0.31 0.35 I

Negative 0-5%

5%-10%

10%+
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IMPACT OF SIZE ON VALUATION MULTIPLES

As with most healthcare services organizations, the database indicates that
larger hospitals typically sell for higher valuation multiples than smaller ones.
The graph above plots each transaction from our database and compares the
reported valuation multiple to the size of the acquisition target (in terms of
annual EBITDA). While there is significant variation in the multiples due to
company and deal -specific factors, the resulting regression represented
visually by the line running through the dataset indicates a strong relationship
between size and the multiple paid. The chart to the right compares the median
revenue multiple paid for hospitals in different size groups, ranging of from a
median of 0.31x for transactions with a total deal price of under $50m and
0.82x for transactions with a total deal price of over $200m.

0.20
0.80
0.70
0.60
0.50
0.40
0.30
0.20
0.10

$1,000,000,000

MEDIAN PRICE TO REVENUE MULTIPLE BY DEAL SIZE

$0-350m

0.52

$50m-$200m

0.82

$200m+
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MULTIPLE EXPANSION FOR HIGH MARGIN HOSPITALS

One noticeable trend is that the revenue multiple paid for hospitals with
EBITDA margins of 5% or higher in our database has steadily increased since
2015, while the multiple paid for hospitals with negative or low margins has
remained relatively consistent (year-to-date 2020 included here as a bonus).
This trend may simply be explained by an increasing number of highly

4P SCOPE RESEARCH

profitable hospitals (margins greater than 15%) in extremely attractive markets
changing hands in recent years, but it also may be indicative of the increasing
willingness of large health systems to pay a premium for hospitals and systems
that may otherwise be capable of remaining independent.

MEDIAN PRICE TO REVENUE MULTIPLE BY YEAR

1.00
0.90
0.80
0.70
0.60

m High Profit Margins

DESERT REGIONAL MEDICAL CENTER

In one of the more complex deals of the decade from a valuation perspective,
Tenet agreed to purchase Palm Springs, California -based Desert Regional
Medical Center in July 2019 with nine years remaining on an existing lease of
the hospital’s real estate. Under the terms of the deal, purchase consideration
consisted of $120 million in cash, a commitment to make seismic upgrades
mandated by the state estimated at $119m to $180m (midpoint utilized for our
calculations), and a capital commitment of $80m over 8 years. While the capital
commitment has value to the non-profit seller, we excluded it from purchase
consideration since the annual commitment is lower than the hospital’s
normalized capital expenditure level. According to a valuation report issued in
support of the transaction, the present value of the nine years of cash flow that
Tenet would have received under the existing lease is $299.2m, which we have
added to the purchase consideration to establish the total deal value.

0.88

0.72 0.74
0.58 0.59
_ 0.55 0.52
0.50
0.40 — 0.34 0.31 0.34 0.34 0.36 0.31
0.30 0.23
0.20
0.10

2013 2014 2015 2016

2017 2018 2019 2020

Low/Negative Profit Margins

DESERT REGIONAL MEDICAL CENTER

Cash Consideration $ 120.0

Seismic Upgrades 149.5

Capital Commitment -

PV Next 9 Years Cash Flow 299.2

[Deal Value $  568.7 |
Revenue $ 5441 1.05x
EBITDA $ 96.5 5.9x
(In $m)
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MINORITY INVESTMENTS

Another insight from the database is the apparent lack of a minority discount
implied by non-controlling investments in general acute care hospitals. The
price-to-EBITDA multiple benchmark statistics for the nine-transaction sample
of minority investments are all higher than the corresponding benchmark

4P SCOPE RESEARCH

statistics for controlling transactions. Further, only one of the minority interest
transactions occurred below the median price-to-EBITDA multiple from the
control-level deals.

MINORITY INVESTMENTS IN GENERAL ACUTE CARE HOSPITALS

Interest Price to

Date Target Acquirer State Acquired Price (EV) EBITDA EBITDA
12/31/2019 Health First, Inc. AdventHealth FL 25.0% $ 1,400,000,000 $ 147,645,000 9.5
2/1/2019 Evangelical Community Hospital ~ Geisinger Health PA 30.0% $ 214,710,500 $ 22,476,351 9.6
9/1/2018 CHRISTUS Southwest Louisiana  Ochsner Health System LA 40.0% $ 148,322,500 $ 20,145,064 7.4
8/28/2018 U La Porte Hospital Community Health Systems, Inc. IN 20.0% $ 99,900,000 $ 14,488,638 6.9
1/11/2018 Penn State Health Highmark Health PA  20.0% $ 1,875,000,000 $ 311,397,000 6.0
11/1/2016 Door County Memorial Hospital ~ Hospital Sisters Health System WI  40.0% $ 109,600,000 $ 9,608,806 11.4
5/3/2016 Las Vegas Hospitals Universal Health Senices, Inc. NV  26.8% $ 1,660,000,000 $ 217,684,654 7.6
8/12/2014 Bay Area Medical Center Aurora Health Care Wi 49.0% $ 100,900,000 $ 11,542,168 8.7
9/30/2013 Summa Health HealthSpan Partners OH 30.0% $ 833,300,000 $ 94,903,000 8.8
25th Percentile 7.1

Median 8.7

Average 8.4

75th Percentile 9.5

EVANGELICAL COMMUNITY HOSPITAL

In February 2019, Evangelical Community Hospital, a non-profit general acute
care hospital in Lewisburg, Pennsylvania transferred a 30% membership
interest to Geisinger Health. According to Evangelical’s financial statements,
Geisinger committed initial financial support of $17m, as well as additional
strategic investment commitments worth $73m. Per Geisinger's financial
statements, it recognized an investment of $92m in other assets, and recorded
a corresponding liability of $72.7m to reflect the fair value of the remaining
obligations. Evangelical had approximately $92.7m in debt at the end of FY
2018, which was more than offset by $178m in long-term investments and
board designated funds. After converting the investment to a 100% interest
and accounting for these adjustments, the multiples work out to 0.89x revenue
and 9.6x EBITDA.

EVANGELICAL COMMUNITY HOSPITAL

Minority Investment (30%) $ 90.0

Conwerted to 100% 300.0
Debt Obligations 92.7
Investments (178.0)

[Deal value $ 2147
Revenue $ 240.0 0.89x
EBITDA $ 22.5 9.6x
(In $m)
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HOSPITALS: REHABILITATION DATABASE SUMMARY STATISTICS: INPATIENT REHAB

Benchmarks
EBITDA Revenue EBITDA
Margins Multiple Multiple

The Scope Research Healthcare Valuation Database includes 13 controlling
interest transactions involving inpatient rehabilitation facilities acquired
between 2010 and 2019 with publicly available financial details. Most of these

. . . . . - 10th Percentile -6.6% 0.6 7.1
were single facilities, while a handful owned interests in several facilities. 25th Percentile 6.7% 0.8 76
Buyers consist of a mixture of for-profit corporations and non-profit hospitals Median 13'7% 1' 1 7'8
and health systems, and many transactions are joint ventures between the two. 75th Percentile 21:4% 1:7 11:4
The median inpatient rehabilitation price-to-EBITDA multiple from the 90th Percentile 22 1% 21 12.3
database during the decade was 7.8x, while the multiples ranged from 7.6x to
11.4x between the 25" and 75t percentiles. Average 11.8% 14 9.2

Transaction Count 13

CENTERRE HEALTHCARE CORPORATION

Centerre, which was acquired by Kindred in late 2014, was one of
the few inpatient rehabilitation platforms acquired during the
decade. At the time of the transaction, Centerre operated 11 IRFs,
primarily as joint ventures with hospitals and health systems. The
reported $195m purchase price represents multiples of 1.0x and
13.7x revenue and EBITDA less income attributable to minority
interests based on Centerre’s actual FY 2014 results. However, the
fairness opinion filed with the SEC when Kindred was acquired in
2018 reports the multiple as11.2x EBITDA, which likely includes the
- pro forma impact of two facilities that were under construction at
the time of the acquisition.

-

—_—

—_—

— CENTERRE
\

Deal Value $ 195.0
EBITDA $ 14.3
EBITDA Multiple 13.7x
(In $m)

Page | 25


http://www.scoperesearch.co/
http://www.annualreports.com/HostedData/AnnualReports/PDF/NYSE_KND_2017.pdf
https://www.businesswire.com/news/home/20141112005648/en/Kindred-Announces-Definitive-Agreement-Acquire-Centerre-Healthcare#.VGPgiDTF9MQ
https://www.sec.gov/Archives/edgar/data/1060009/000119312518051132/d511414ddefm14a.htm
https://www.sec.gov/Archives/edgar/data/1060009/000119312518051132/d511414ddefm14a.htm

HEALTHCARE VALUATIONS 2010-2019
www.scoperesearch.co
Healthcare Services Valuation Database

4P SCOPE RESEARCH

Size v. EBITDA Multiple

16.0

14.0

12.0

10.0

8.0

6.0

EBITDA MULTIPLE

4.0

2.0

$100,000 $1,000,000

Walton Rehabilitation Centerre

Hospital Healthcare

Hos pi:al ®

$10,000,000 $100,000,000

SIZE (EBITDA)

WALTON REHABILITATION HOSPITAL

The highest reported multiple in a single IRF transaction during the decade
was HealthSouth’s 2013 acquisition of Walton Rehabilitation Hospital in
Augusta, Georgia for $33m, representing multiples of 2.0x and 12.2x FY 2014
revenue and EBITDA, respectively. Walton was operated as a non-profit prior
to the acquisition, which may have presented HealthSouth with opportunities
for operational improvements. Additionally, the acquisition was HealthSouth’s
firstin Georgia, which may have led to expectations for additional development
opportunities. As a technical note, the $28.9m price reported in HealthSouth’s
SEC filings excludes $4.1m of accounts receivable retained by the seller, as
reported in the State of Georgia Attorney General’s report on the deal.

Deal Value $ 33.0
EBITDA $ 2.7
EBITDA Multiple 12.2x
(In $m)

MARLTON REHABILITATION HOSPITAL

In one of the more straight-forward IRF deals in the database, Kessler
Rehabilitation Institute, a subsidiary of Select Medical Corporation,
acquired 61-bed Marlton Rehabilitation Hospital from Vibra Healthcare on
November 1, 2016. According to CON filings obtained through FOIA
requests from the NJ Department of Health, the purchase price for
Marlton’s assets (excluding the facility itself) was approximately $55.5m.
According to Marlton’s Medicare cost reports, it generated revenue and
EBITDA (after rent expense) of $32.6m and $7.2m, respectively, in the
annualized ten months ended October 31, 2016, representing multiples of
1.7x revenue and 7.7x EBITDA for the IRF operations.

Deal Value $ 55.5
EBITDA $ 7.2
EBITDA Multiple 7.7X
(In $m)
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HOSPITALS: SURGICAL

The Scope Research Healthcare Valuation Database includes 15 controlling
interest transactions involving specialty surgical hospitals acquired between
2010 and 2019 with publicly available financial details. Most of these were
single facilities, while a handful owned interests in several facilities. Buyers
consist of a mixture of for-profit corporations and non-profit hospitals and
health systems, and many transactions are joint ventures with physicians. The
median surgical hospital price-to-EBITDA multiple from the database during
the decade was 8.4x, while the multiples ranged from 7.1x to 9.2x between the
251 and 75t percentiles.

4P SCOPE RESEARCH

DATABASE SUMMARY STATISTICS: SURGICAL HOSPITALS
Benchmarks

EBITDA Revenue EBITDA
Margins Multiple Multiple

10th Percentile 5.4% 0.5 6.2
25th Percentile 6.4% 0.6 7.1
Median 14.6% 1.4 8.4
75th Percentile 22.2% 1.6 9.2
90th Percentile 28.0% 2.5 9.6
Average 15.4% 1.4 8.1
Transaction Count 15

COORDINATED HEALTH HOLDING COMPANY

The last surgical hospital deal of the decade was Lehigh Valley Health
Network’s December 2019 acquisition of Coordinated Health, a large
orthopedic group with two surgical hospitals in Allentown and
Bethlehem, Pennsylvania. Total cash consideration was $151m, which
consisted of $94m for the operating assets and $57m for the real
estate. LVHN also assumed $4.7m of equipment debt (operating) and
$21.3m of real estate debt. At the time of the transaction, Coordinated
Health’s operating results were deteriorating, mostly due to ongoing
consolidation within the local primary care market. While the price paid
for the operating business represents a multiple of 8.7x FY 2018
EBITDA (most recent available). EBITDA was much lower in FY 2018
than it was in prior years.

COORDINATED HEALTH

FY 2016 FY 2017 FY 2018
Deal Value (operating) $ 98.7

EBITDA (operating) $ 189 $ 16.7 $ 11.4
EBITDA Multiple 5.2x 5.9x 8.7x
(In $m)
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MASSACHUSETTS EYE AND EAR INFIRMARY

In early 2018, Partners Healthcare System acquired Massachusetts Eye and
Ear Infirmary (MEEI), a non-profit specialty eyes, ears, nose and throat hospital
with 41 beds for approximately $185.3m. The transaction occurred at relatively
modest multiples of 0.45x revenue and 6.8x EBITDA. MEEI’s financial
information was sourced from its audited financial statements, which are

available here.

..... Coordinated

Health Massachusetts Eye
and Ear Infirmary
[ ]
$10,000,000 $100,000,000
MEEI
FY 2017 Multiple
Deal Value $ 1853
Revenue $ 413.2 0.45x
EBITDA $ 27.2 6.8x

(In $m)
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IMAGING
. . . DATABASE SUMMARY STATISTICS: IMAGING
The Scope Research Healthcare Valuation Database includes 28 controlling Benchmarks
interest transactions involving diagnostic imaging providers acquired between CBITOA evenue CEITOA

2010 and 2019 with publicly available financial details. Most of these were

single facilities, while a handful were large platforms. Buyers consist of a Margins Multiple Multiple

mixture of for-profit corporations and non-profit hospitals and health systems. 10th Percentile 11.1% 0.6 3.4

The median diagnostic imaging price-to-EBITDA multiple from the database 25th Percentile 14.6% 0.8 4.2

during the decade was 5.8x, while the multiples ranged from 4.2x to 6.9x Median 20.1% 0.9 5.8

between the 25" and 75" percentiles. 75th Percentile 26.6% 1.3 6.9
90th Percentile 38.8% 15 8.3
Awverage 22.5% 1.0 5.7
Transaction Count 28

2019 PLATFORM ACQUISITIONS

After facing significant reimbursement cuts in the first half of the decade,
the diagnostic imaging industry appears to have recovered and is poised
for growth, as evidenced by the announcement in 2019 of two private
equity investments in the space at healthy multiples.

® Wellspring Capital Management acquired Center for
Diagnostic Imaging (CDI) for a reported $675m in March,
representing a multiple of 79.0x EBITDA

® Welsh, Carson, Anderson & Stowe announced the acquisition

of American Health Imaging (AHI) in September for a reported
$275m, or ~9.8x EBITDA.

DIAGNOSTIC IMAGING PLATFORMS

CDI AHI
Deal Value $ 675.0 $ 275.0
EBITDA (less NCI) $ 75.0 $ 28.0
EBITDA Multiple 9.0x 9.8x

(In $m)

Page | 29


http://www.scoperesearch.co/

HEALTHCARE VALUATIONS 2010-2019
www.scoperesearch.co
Healthcare Services Valuation Database

Size v. EBITDA Multiple

120
100
8.0
ww
-
o
l—
—
g 6.0
............ o
g L
: [ "
’ B
w
[ ] [ ]
20
$100,000 |

SIZE (EBITDA)

ALLIANCE HEALTHCARE SERVICES, INC.

In the largest publicly reported transaction of the decade (in terms of EBITDA),
Alliance Healthcare Services was taken private in a two-stage deal by an
investment group. First the group acquired 51.5% of the outstanding shares in
March 2016 for $18.50 per share before acquiring the remaining shares in April
2017 for $13.25 per share. The implied EBITDA less NCI multiples work out to
6.4x and 5.6x, respectively. The fairness opinion prepared in support of the
deal can be found here. The relatively low multiples are likely related to
Alliance’s reliance on “wholesale” agreements with health systems and
physician groups that can be unwound by their partners at relatively low cost
after the initial term.

4P SCOPE RESEARCH

Center for Diagnostic
Imaging

American Health
Imaging

Alliance
o Healthcare
Serfvices

$100,000,000 $1,000,000,000

ALLIANCE HEALTHCARE SERVICES

Mar-16 Apr-17

Deal Value $ 7673 $ 6855
EBITDA (less NCI) $ 1204 $ 122.7
EBITDA Multiple 6.4x 5.6X
(In $m)
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MANAGED CARE

The Scope Research Healthcare Valuation Database includes 65 controlling DATABASE SUMMARY STATISTICS: MANAGED CARE
interest transactions involving managed care organizations acquired between Benchmarks
2010 and 2019 with publicly available financial details. The transactions EBITDA Revenue EBITDA
include a variety of commercial health plans, Medicare or Medicaid managed Margins Multiple Multiple
care organizations, and pharmaceutical benefit managers. Buyers consist 10th Percentile 2.2% 0.1 5.5
primarily of strategic acquirers, but also include a few financial buyers. The 25th Percentile 3.6% 0.2 7.3
median managed care price-to-EBITDA multiple from the database during the Median 4.9% 0.4 9.6
decade was 9.6x, while the multiples ranged from 7.3x to 12.3x between the 75th Percentile 7.6% 0.7 12.3
251 and 75t percentiles. 90th Percentile 10.5% 1.0 14.9
Awerage 6.0% 0.5 10.8
Transaction Count 65

MANAGED CARE BY SEGMENT

Average Average Average
Average Deal EBITDA Price to Price to

Type Count Price Margin Revenue EBITDA
Managed Care: Commercial/Diver 7 $13,628,746,032 5.3% 0.6 9.7
Managed Care: Dental 2 $ 34,500,000 7.8% 0.5 8.2
Managed Care: Medicare 13 $ 739,624,154 6.1% 0.5 13.9
Managed Care: Medicaid 24 $ 1,368,742,667 4.4% 0.3 8.3
Managed Care: PBM 18 $ 6,863,755,889 6.9% 0.9 11.7
Managed Care: PACE 1 $ 196,000,000 12.7% 1.0 7.9
|Total Managed Care 65 $ 4,025,827,173 6.0% 0.5 10.8
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As with most healthcare organizations, the database indicates that larger

managed care organizations typically sell for higher valuation multiples than
smaller ones. The graph above plots each transaction from our database and
compares the reported valuation multiple to the size of the acquisition target in
terms of annual EBITDA. While there is significant variation in the multiples
due to company and deal -specific factors, the resulting regression equation
represented visually by the line running through the dataset indicates a strong
relationship between size and the multiple. The table to the right utilizes the

resulting regression equation to calculate size-adjusted market multiples at

various sizes for illustration purposes.

$100,000,000

$1,000,000,000

EBITDA Adjusted
$ 250,000 6.7
$ 500,000 7.1
$ 1,000,000 7.5
$ 2,000,000 8.0
$ 4,000,000 8.4
$ 8,000,000 8.9
$ 16,000,000 9.3
$ 32,000,000 9.7
$ 64,000,000 10.2
$ 128,000,000 10.6
$ 256,000,000 11.1
$ 512,000,000 115

4P SCOPE RESEARCH

$10,000,000,000
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UNIVERSAL AMERICAN CORP.

At first glance, the largest managed care outlier of the decade in terms of
EBITDA multiple was WellCare’s November 2016 acquisition of Universal
American Corp. According to WellCare’s SEC filings, the deal was an all-cash
transaction valued at $800m, or ~25.5x estimated 2016 adjusted EBITDA of
$31.4m from the fairness opinion prepared in support of the deal. However,
2017 adjusted EBITDA was projected to be within the range of $78.5m to
$85.5m, or 9.4x to 10.2x, as UAM’s unprofitable ACO division was expected to
improve performance to close to break-even.

HEALTHPLEX, INC.

HealthPlex, a Medicaid-based dental managed care organization, was
acquired by larger competitor MCNA Dental in 2019. According to state
department of insurance filings, the purchase price was $27.5m, consisting of
a $17.5m upfront payment and a three-year earnout of $10m. Revenue and
EBITDA (net income) from a NY state department of financial services filing.

NETWORK HEALTH, INC.

In November 2014, Froedtert Health acquired a 50% interest in Wisconsin-
based health insurance company Network Health, Inc. for $107.8m per
Froedtert’s financial statements, implying a total valuation of $215.6m. NHI's
revenue and EBITDA for the six months ended June 30, 2015, which we
annualized, were disclosed in Froedtert's financial statements as well.

INNOVAGE

In the first non-profit to for profit conversion for a Program for All-inclusive Care
for the Elderly (PACE), WCAS acquired InnovAge for $196 million in May 2016,
according to a press release. A valuation report related to the acquisition was
disclosed publicly as part of the Colorado AG’s review process, which
indicated that EBITDA was approximately $24.9m at the time of the
acquisition, implying a multiple of 7.9x. WCAS sold InnovAge in July 2020 to
Apax Partners for approximately $950m priced on reported EBITDA within the
range of $60m to $70m, and implying a multiple in the range of 13.6x to 15.8x.

4P SCOPE RESEARCH

UNIVERSAL AMERICAN CORP
Est. 2016  Est. 2017

Deal Value $ 800.0
EBITDA $ 314 % 82.0
EBITDA Multiple 25.5x 9.8x
(In $m)
Deal Value $ 27.5
EBITDA $ 4.6
EBITDA Multiple 6.0x
(In $m)
Deal Value $ 2156
EBITDA $ 30.3
EBITDA Multiple 7.1X
(In $m)

INNOVAGE

2016 2020
Deal Value $ 196.0 $ 950.0
EBITDA $ 249 $ 65.0
EBITDA Multiple 7.9x 14.6x

(In $m)
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OUTSOURCED SERVICES

The Scope Research Healthcare Valuation Database includes 125 controlling
interest transactions involving outsourced service providers to the healthcare
industry acquired between 2010 and 2019 with publicly available financial
details. The transactions include a variety of billing, contract research and

DATABASE SUMMARY STATISTICS: OUTSOURCING
Benchmarks
EBITDA Revenue EBITDA
Margins Multiple Multiple

development, communications, consulting, staffing, and technology service 10th Percentile 10.0% 0.9 7.3

providers. Buyers consist of a mixture of strategic acquirers and financial 25th Percentile 14.3% 14 8.8

sponsors. The median outsourced service price-to-EBITDA multiple from the Median 18.5% 21 10.8

database during the decade was 10.8x, while the multiples ranged from 8.8x 75th Percentile 26.1% 3.2 12.9

to 12.9x between the 25" and 75t percentiles. 90th Percentile 34.8% 4.6 16.3
Average 21.0% 2.4 11.4
Transaction Count 125

OUTSOURCED SERVICES BY SEGMENT
Average Average Average
Average Deal EBITDA Priceto Priceto

Type Count Price Margin Revenue EBITDA
Billing 14 $ 318,439,929 25.0% 2.0 8.8
Care Management 9 $ 192,184,333 16.0% 1.6 9.1
Communications 6 $ 73,777,333 20.6% 1.8 9.7
Consulting 7 $ 638,041,143 18.7% 25 15.3
Contract DevMan (CDMO) 14  $1,473,663,571 22.0% 3.8 15.0
Contract Research (CRO) 30 $2,322,036,233 21.7% 2.5 11.5
Correctional Medical 2 $ 154,500,000 5.7% 0.6 9.9
GPO 2 $1,622,985,000 45.8% 4.9 10.6
Peer Review 3 $ 778,000,000 19.5% 1.8 9.9
Specialty Clinical 2 $ 603,350,000 26.8% 4.9 13.6
Specialty Pharmacy 2 $ 682,500,000 32.8% 7.8 18.1
Staffing 16 $ 143,684,075 12.0% 1.2 9.0
Technology Senvices 4 $ 539,825,000 25.5% 2.0 9.1
Training 1 $ 910,000,000 45.3% 10.6 23.3
Transcription 3 $ 530,751,000 23.7% 2.0 9.4
Workers Comp/Payer Senices 10  $1,736,300,000 26.0% 3.1 13.7
Total Outsourced Services 125 $1,073,386,522 21.0% 2.4 11.4
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IMPACT OF SIZE ON VALUATION MULTIPLES S e A =
EBITDA Adjusted
As with most healthcare organizations, the database indicates that larger $ 250 000 8.1
outsourced service providers typically sell for higher valuation multiples than $ 500 000 8.6
smaller ones. The graph on the previous page plots each transaction from our $ 1.000.000 9.1
database and compares the reported valuation multiple to the size of the $ 2 000.000 9.5
acquisition target in terms of annual EBITDA. While there is significant $ 4.000.000 10.0
variation in the multiples due to company and deal -specific factors, the $ 8.000.000 105
resulting regression equation represented visually by the line running through $ 16.000.000 11.0
the dataset indicates a strong relationship between size and the multiple. The $ 32 000.000 11.4
table to the right utilizes the resulting regression equation to calculate size- $ 64'000’000 11.9
adjusted market multiples at various sizes for illustration purposes. $ 128’000’000 12.4
$ 256,000,000 12.8
$ 512,000,000 13.3

$1,000,000,000
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ENSEMBLE HEALTH PARTNERS

In possibly the highest gross return deal of the decade, Mercy Health acquired
revenue cycle management company Ensemble Health Partners in May 2016
for $59.7m cash and contingent consideration with a fair value of $46.4m,
according to Mercy’s financial statements, representing a multiple of 8.2x
EBITDA. A short three years later, in July 2019, Mercy sold a 52% interest in
Ensemble to Golden Gate Capital for $1.2b, implying a total valuation of
approximately $2.3b, which works out to a multiple of 15.1x Ensemble’s FY
2019 EBITDA.

MULTIPLE EXPANSION FOR PLATFORMS

Outsourced services are another area where transactions involving larger
platform organizations have occurred at increasingly high multiples over the
course of the decade. In the latter portion, contract research and development,
outsourced specialty pharmacies, and worker's comp processing firms, in
particular, have fetched nosebleed multiples. To illustrate this phenomenon,
we split the decade in half and calculated size-adjusted multiples based on the
resulting regression formulae for each half decade. The limited dataset
indicates that multiples may have actually decreased for smaller outsourced
service providers, while reported multiples for larger outsourcing organizations
were significantly higher in the second half of the decade.

SHIELDS HEALTH

In one of the higher priced deals in the segment, WCAS and Walgreens
combined to acquire 60% of Shields Health, a specialty pharmacy integrator
that partners with health systems to create hospital-owned specialty pharmacy
programs, for $399m in July 2019, according to Moody’s research. The
investment, combined with a $200m term loan implies a total valuation of
$865m for a business that was expected to generate revenue of $111m in FY
2019. According to the research, pro forma leverage is 5.5x, which implies
$36.4m of EBITDA, and multiples of 7.8x and 23.8x revenue and EBITDA,
respectively.

4P SCOPE RESEARCH

ENSEMBLE HEALTH PARTNERS

2016 2019
Deal Value $ 106.1 $ 2,310.0
EBITDA $ 13.0 $ 153.0
EBITDA Multiple 8.2X 15.1x
(In $m)

MULTIPLE EXPANSION FOR PLATFORMS

Size-Adjusted Multiple

%

EBITDA 2010-2014 2015-2019 Increase

$ 250,000 11.1 7.8 -29.6%
$ 500,000 11.0 8.4 -23.8%
$ 1,000,000 10.9 8.9 -17.8%
$ 2,000,000 10.8 9.5 -11.8%
$ 4,000,000 10.7 10.1 -5.6%
$ 8,000,000 10.6 10.7 0.7%
$ 16,000,000 10.5 11.2 7.0%
$ 32,000,000 10.4 11.8 13.6%
$ 64,000,000 10.3 12.4 20.2%
$ 128,000,000 10.2 12.9 26.9%
$ 256,000,000 10.1 13.5 33.8%
$ 512,000,000 10.0 14.1 40.8%

Deal Value $ 865.0

EBITDA $ 36.4

EBITDA Multiple 23.8x

(In $m)
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NEW CENTURY HEALTH

In September 2018, Evolent Health announced its intent to acquire New
Century Health, a provider of specialized care management services for high
cost specialty care, specifically in the oncology and cardiac care segments.
According to a press release, the transaction is worth up to $217m, $20m of
which is linked to future business activity. Evolent’s SEC filings disclose that
total consideration was $211m including the fair value of the contingent
consideration. With annual revenue and EBITDA of $177m and $20m,
respectively, per the press release, the multiples work out to 1.2x revenue and
10.6x EBITDA.

OUTSOURCED SERVICES MARGINS

Healthcare is full of related party transactions, with the most common being
the friendly-PC/management services organization (MSO) model. When
structuring these types of arrangements, it can be helpful to understand the
margins earned by true third-party outsourced service providers. According to
the data available in the Scope database, providers of outsourced services to
the healthcare industry that were acquired during the decade earned an
average EBITDA margin of 20.8%, or a markup on their cost of 26.8%, which
is a relevant metric for structuring an MSO.

4P SCOPE RESEARCH

NEW CENTURY HEALTH

Deal Value $ 2110
EBITDA $ 20.0
EBITDA Multiple 10.6x
(In $m)

OUTSOURCED SERVICES MARGIN AND MARKUP BENCHMARKS

Average Average

EBITDA  EBITDA
Type Count Margin ~ Markup
Contract Dewvelopment and Manufacturing Organization 14 22.0% 28.2%
Contract Research Organization 30 21.7% 27.6%
Outsourcing: Billing 14 23.4% 30.6%
Outsourcing: Care Management 9 16.0% 19.0%
Outsourcing: Communications 6 20.6% 25.9%
Outsourcing: Consulting 7 18.7% 23.0%
Outsourcing: Correctional Medical 2 5.7% 6.0%
Outsourcing: GPO 2 45.8% 84.5%
Outsourcing: Peer Review 3 19.5% 24.1%
Outsourcing: Specialty Clinical Senices 2 26.8% 36.6%
Outsourcing: Specialty Pharmacy Development 2 32.8% 48.8%
Outsourcing: Staffing 16 12.0% 13.6%
Outsourcing: Technology Senices 4 25.5% 34.3%
Outsourcing: Training 1 45.3% 82.8%
Outsourcing: Transcription 3 23.7% 31.0%
Outsourcing: Workers Comp and Payer Senices 10 26.0% 35.1%
| Total Outsourced Services 125 20.8%  26.3%)
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PHYSICIAN GROUPS DATABASE SUMMARY STATISTICS: PHYSICIAN GROUPS
The Scope Research Healthcare Valuation Database includes 94 controlling Benchmarks
interest transactions involving physician groups acquired between 2010 and EBITDA Revenue EBITDA
2019 with publicly available financial details. The transactions include a variety Margins Multiple Multiple
of pr!mary call'e, hospltal-bas_ed, anc_l offlce-ba_sed §peC|aI|st groups. Buygrs 10th Percentile 6.4% 0.5 51
consist of a mixture of strategic acquirers and financial sponsors. The median .
o . . , 25th Percentile 10.9% 1.0 6.8
physician group price-to-EBITDA multiple from the database during the di o
decade was 10x, while the multiples ranged from 6.8x to 13x between the 25t Median 16.4% 15 10.0
and 751 ercentiles ’ 75th Percentile 20.8% 2.3 13.0
P ' 90th Percentile 44.0% 2.8 15.7
Average 18.8% 1.6 10.4
Transaction Count 94

PHYSICIAN GROUPS BY SEGMENT
Average Deal EBITDA Price to Price to

Type Count Price Margin Revenue EBITDA
MSO/Multi-Provider Network 6 $ 97,686,600 17.1% 1.3 6.5
Office-Based Specialty 10 $ 636,573,265 NMF NMF 11.4
Physician Contracting 55 $ 790,981,576 22.8% 2.0 10.3
Primary Care/Multi-Specialty 23 $ 868,700,085 13.1% 1.1 10.6
Total Physician Groups 94 $ 753,855,540 18.8% 1.7 10.4
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IMPACT OF SIZE ON VALUATION MULTIPLES SIZE-ADJUSTED MULTIPLES
As with most healthcare organizations, the database indicates that larger EBITDA Adjusted
physician groups typically sell for higher valuation multiples than smaller ones. $ 250,000 5.0
The graph on the previous page plots each transaction from our database and $ 500,000 5.8
compares the reported valuation multiple to the size of the acquisition target in $ 1,000,000 6.7
terms of annual EBITDA. While there is significant variation in the multiples $ 2,000,000 7.6
due to company and deal -specific factors, the resulting regression equation $ 4,000,000 8.4
represented visually by the line running through the dataset indicates a strong $ 8,000,000 9.3
relationship between size and the multiple. The table to the right utilizes the $ 16,000,000 10.2
resulting regression equation to calculate size-adjusted market multiples at $ 32,000,000 11.1
various sizes for illustration purposes. $ 64,000,000 11.9
$ 128,000,000 12.8
$ 256,000,000 13.7
$ 512,000,000 14.5
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PHYSICIAN CONTRACTING

The physician contracting subsegment consists of physician groups that
contract directly with healthcare facilities, such as anesthesiology, emergency
medicine, hospitalist, pathology, and radiology groups. Each of the decade’s

significant outliers in terms of valuation in the subsegment occurred among
hospitalists groups, where IPC Healthcare and Sound Inpatients Physicians
(twice) were each acquired at reported multiples of 20x or higher.

Size v. EBITDA Multiple
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HOSPITALIST GROUPS
HOSPITALIST GROUPS
Price to
Date Target Acquirer Price (EV) EBITDA EBITDA
4/23/2018 Sound Inpatient Physicians Optum/Summit Partners $2,200,000,000 $110,000,000 20.0
7/6/2017 OB Hospitalist Group, LLC Gryphon Investors $ 625,000,000 $ 47,000,000 13.3
8/4/2015 IPC Healthcare, Inc. TeamHealth Holdings $1,623,129,000 $ 72,000,000 22.5
6/25/2014 Sound Inpatient Physicians Fresenius Medical Care Holdings, Inc. $ 700,000,000 $ 35,000,000 20.0
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AURORA DIAGNOSTICS

Sonic Healthcare acquired the relatively rare U.S. pathology rollup, Aurora
Diagnostics, for $540m in December 2018. At the time, Aurora and its 220
pathologists had generated revenue and EBITDA of $310m and $59m (pro
forma for recent acquisitions) in the last twelve months, which works out to
multiples of 1.7x revenue and 9.2x EBITDA.

NORTH AMERICAN PARTNERS IN ANESTHESIA

In the second largest reported anesthesia deal of the decade (behind only
AmSurg’s 2014 acquisition of Sheridan Healthcare), PE shop American
Securities acquired North American Anesthesia Partners for $891m (equity of
$411m and debt of $480m) in 2016, according to research published by
Moody’s. Moody’s research also indicates that NAPA generated revenue of
$419min FY 2016, and had a pro forma leverage ratio of slightly over 7x, which
implies multiples of 2.1x revenue and 13x EBITDA.

SCHUMACHER CLINICAL PARTNERS/HOSPITAL
PHYSICIAN PARTNERS

According to Onex Corporation’s financial statements, Onex purchased
Schumacher in late July 2015 for $690m and Hospital Physician Partners in
August 2015 for $271m, for a combined purchase price of $961m. According
to Moody’s research, Schumacher generated pro forma revenue of
approximately $1b on a combined basis, and debt ($399m) was 5.3x combined
EBITDA as of the end of 2015, implying an EBITDA multiple of 12.8x.

4P SCOPE RESEARCH

AURORA DIAGNOSTICS

Deal Value $ 540.0
EBITDA $ 59.0
EBITDA Multiple 9.2X
(In $m)

Deal Value $ 891.0
EBITDA $ 68.6
EBITDA Multiple 13.0x
(In $m)

Deal Value $ 961.0
EBITDA $ 75.3
EBITDA Multiple 12.8x
(In $m)
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PRIMARY CARE/MULTISPECIALTY

One of the more noticeable trends of the decade was the expansion of
multiples paid for large primary care and multi-specialty physician groups,
particularly those with success under risked-based payment models, including
capitation, Medicare Advantage, and population health initiatives.

4P SCOPE RESEARCH

After fetching multiples in the 8x to 9x range earlier in the decade, the multiples
paid for these types of organizations have exploded to the mid- to high- teens,
as the ongoing shift to value-based payment models continues to accelerate.

PRIMARY CARE/MULTISPECIALTY 2016-2017

Price to

Date Target Acquirer Price (EV) EBITDA EBITDA

12/21/2017 HealthSun Anthem, Inc. $2,244,200,000 $122,000,000 18.4

12/6/2017 DaVita Medical Group Optum, Inc. $4,340,000,000 $297,300,000 14.6

8/16/2017 DuPage Medical Group Ares Management L.P. $1,509,000,000 $113,000,000 13.4

8/29/2016 USMD Holdings, Inc. WellMed Medical Management, Inc. $ 254,500,000 $ 16,400,000 15.5
PRIMARY CARE/MULTISPECIALTY 2011-2012

Price to

Date Target Acquirer Price (EV) EBITDA EBITDA

12/21/2012 Metropolitan Health Networks, Inc. Humana, Inc. $ 851,000,000 $104,000,000 8.2

5/21/2012 HealthCare Partners, LLC DaVita, Inc. $4,961,231,000 $568,710,000 8.7

6/27/2011 Continucare, Inc. Metropolitan Health Networks, Inc. $ 415,875,000 $ 45,000,000 9.2

HEALTHSUN

One short year after purchasing the Florida-based integrated healthcare
delivery network and Medicare Advantage health plan for a reported $1b,
Summit Partners sold HealthSun to Anthem for slightly over $2.2b in
December 2017 according to Anthem’s SEC filings. With $475m of debt prior
to the acquisition and a leverage ratio of 3.9x according to Moody’s research,
the Anthem transaction occurred at a whopping multiple of ~18.4x EBITDA.

HEALTHSUN

Deal Value $ 2,244.0
EBITDA $ 1220
EBITDA Multiple 18.4x
(In $m)
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DAVITA MEDICAL GROUP

After purchasing the large, California-based primary care group HealthCare
Partners, which primarily operates under a capitation model, for almost $5b in
2012, DaVita sold the rebranded DaVita Medical Group to Optum for $4.34b
in 2017. The deal price is disclosed in DaVita’s SEC filings, while DMG’s
revenue and EBITDA as of 9/30/2017 are included elsewhere in DaVita's
filings. Recon Strategy has an excellent summary of the transaction and
strategic rationale.

DUPAGE MEDICAL GROUP

In July 2017, Ares Management invested in DuPage Medical Group, a 650-
physician independent multi-specialty group in the Chicago area, along with
existing management and physician owners. According to Moody’s research,
the total deal value was $1.509b, consisting of $889m equity and $620m of
debt financing. DuPage’s annual revenue was also disclosed in the research,
while EBITDA was estimated based on pro forma leverage of 5x, resulting in
an implied EBITDA multiple of 13.4x.

USMD HOLDINGS

USMD Holdings, a multi-specialty physician group and integrated delivery
network in Texas, was acquired by fellow provider network WellMed Medical
Management, Inc. in August 2016. According to the fairness opinion, the final
purchase price was $22.34 per share, which implies a total enterprise value of
approximately $254.5m. Estimated 2016 revenue and adjusted EBITDA are
disclosed in the fairness opinion, and imply multiples of 0.7x revenue and 15.5x
EBITDA.

4P SCOPE RESEARCH

DMG/HCP
2012 2017

Deal Value $ 4,961.0 $ 4,340.0
EBITDA $ 5687 $ 297.3
EBITDA Multiple 8.7x 14.6x
(In $m)

Deal Value $ 1,509.0

EBITDA $ 113.0

EBITDA Multiple 13.4x

(In $m)

Deal Value $ 254.4

EBITDA $ 16.4

EBITDA Multiple 15.5x

(In $m)
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RADIATION THERAPY

The Scope Research Healthcare Valuation Database includes 16 controlling
interest transactions involving radiation therapy providers acquired between
2010 and 2019 with publicly available financial details. Most of these were
single facilities, while a handful were large platforms. Buyers consist of a
mixture of for-profit corporations and non-profit hospitals and health systems.
The median radiation therapy price-to-EBITDA multiple from the database
during the decade was 5.0x, while the multiples ranged from 4.5x to 5.8x
between the 25" and 75" percentiles.

4P SCOPE RESEARCH

DATABASE SUMMARY STATISTICS: RADIATION THERAPY
Benchmarks
EBITDA Revenue EBITDA
Margins Multiple Multiple

10th Percentile 15.0% 0.7 4.0
25th Percentile 26.1% 1.0 4.5
Median 29.8% 1.5 5.0
75th Percentile 37.9% 2.0 5.8
90th Percentile 43.5% 2.3 9.3
Average 31.6% 1.6 5.7
Transaction Count 16

21ST CENTURY ONCOLOGY, INC.

Radiation therapy appears to have experienced a late decade rebound
in platform multiples, similar to diagnostic imaging, as evidenced by
GenesisCare’s December 2019 acquisition of 21st Century Oncology,
Inc., the largest radiation therapy provider in the U.S. The Australia-
based acquirer (with KKR backing) acquired 21st Century for a reported
$1.1b, representing a multiple of ~9.2x EBITDA. With significant capital
requirements and large reimbursement cuts in the first half of the
decade, radiation therapy and diagnostic imaging have more in common
than just rebounding multiples.

Deal Value $ 1,100.0
EBITDA $ 120.0
EBITDA Multiple 9.2x
(In $m)
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Size v. EBITDA Multiple
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VANTAGE ONCOLOGY

The other platform acquisition in the database with a hefty multiple is Oakhill
Capital Partners’ acquisition of Vantage Oncology in 2011, which was finalized
prior to the significant industry-wide reimbursement cuts related to IMRT

21st Century

Vant
Or?go?c?;y Oncology
[ )
[ ]
[ ]
$10,000,000 $100,000,000 $1,000,000,000
SIZE (EBITDA)
VANTAGE ONCOLOGY
Deal Value $ 260.0
EBITDA $ 26.3
EBITDA Multiple 9.9x
(In $m)

procedures. The purchase price was $260m according to Moody’s, which
represented a multiple of 9.9x LTM EBITDA.
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ABOUT SCOPE RESEARCH

Scope Research was created by healthcare valuation professionals to solve a simple but difficult problem:

Current sources of market data related to healthcare transactions are incomplete and the data is often inaccurate

1,200+

Healthcare services transactions since 2010
with reliable prices and revenue and/or
EBITDA multiples, downloadable in excel,
conveniently categorized by segment and

type

www.scoperesearch.co

Disclosed
EBITDA

Segment Transactions Multiples

Ambulatory Surgery Centers 69 59
Behavioral Health 74 50
Cancer Centers 18 17
Contract Research and Development =7 a4
Dentistry/DSO 10 10
Dialysis 37 28
Durable Medical Equipment 22 20
Healthcare IT 142 86
Home Health 74 55
Hospice 36 27
Hospitals: General 251 143
Hospitals: Specialty 47 38
Imaging Centers 29 18
Infusion Therapy 19 19
Laboratories 37 16
Managed Care 70 45
Outsourced Services 91 73
Pharmacy 31 22
Physical Therapy 10 9
Physician Practices 106 64
Urgent Care 11 10
Other 35 55
Total 1,276 883

* As of November 1, 2020(data since 2010).
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ABOUT SCOPE RESEARCH

A detailed description of the source is provided for
each transaction, including links to the underlying

source documentation for most deals.

EACH TRANSACTION INCLUDES

®  Price (enterprise value basis)

® Revenue and/or EBITDA multiples

® Categorization by broad segment and detailed type
®  Names of all parties

[ ]

Transaction date

® State, if applicable

®  Ownership percentage
¢ Enterprise value

[}

Time period of financial statements

® Revenue and or EBITDA

¢ Margin, if available

¢ Source category

¢ Source detail for each number and any important deal terms
[

Links to underlying source documentation

www.scoperesearch.co
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