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EXECUTIVE SUMMARY 1

Health IT Valuations: Too High, Too Low, or Just Right?

You aren’t fooling yourself if you think that Health IT valuations have risen since the pandemic. Using
an 8-month average (the shortest period to capture statistically significant data), average Health IT
revenue multiples in control M&A and buyout transactions increased from 5.1x immediately prior to
the pandemic to 6.9x today ®. The data implies that the exact same company is now worth 36% more
today than before the pandemic, an extraordinary realization that highlights the paradox that is the
raging bull market amidst the unrelenting pandemic. While the 36% increase certainly feels like a
headscratcher, we see key drivers behind the rise, one being the mirror-image trend in the Nasdaq,
which has risen an astounding 50%+ in the same time period. The surge we’ve seen in multiples in
this post-pandemic period magnifies an almost uninterrupted decade-long expansion of multiples,
not just for Health IT but also Enterprise SaaS.

HEALTH IT REVENUE MULTIPLE
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L It’s important to note that M&A multiples are influenced by survivorship bias, which creates a bias
toward the valuations of deals that close versus those that don’t. The deals that close may have
characteristics, such as overall higher quality, that make them superior to those that don’t close. In other
words, one can’t necessarily extrapolate a valuation simply from multiples without taking many factors
into account.
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In today’s market, we see the strongest link in our 15+ year history at HGP between publicly-traded
and privately-held valuations. This is in part due to the ever-expanding universe of publicly-traded
Health IT companies, an expansion driven by overwhelmingly positive capital market dynamics. For
context, 35 of the 70 companies in the HGP Health IT Index went public in 2020 and 2021 (21 IPO, 14
SPAC). The secondary driver behind the correlation between public and private company valuations is
the increasing number of very large, private-equity backed private companies that share many of the
same characteristics as their public counterparts.

HEALTH IT REVENUE MULTIPLE
As compared to Public HIT and Enterprise SaaS indexes
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Notably, the publicly-traded HGP Health IT Index trades at a significant discount to the Enterprise
Saa$ Index. The discount, in terms of revenue multiple, hovers around 50% that of Enterprise SaaS.
On a TTM xRevenue basis, Enterprise SaaS ended 2021 averaging 17.2x revenue compared to Health
IT’s 7.4x revenue average. One driver behind this disparity is company size: the 90-company
Enterprise SaaS Index has a mean and median enterprise value of $21.1B and $5.1B compared to
Health IT’s mean and median of $5.6B and $1.8B. However, size alone may not justify such a
substantial differential, and other metrics such as growth need to be evaluated to paint a complete
picture. In terms of growth rate, the median 3-year growth rate for Enterprise SaaS is 23% as
compared to 9% for Health IT. Due to the complexities of selling into the healthcare market, one
could argue that growth for Health IT companies is more elusive. Taken together, the data shows that
public Health IT companies on the whole don’t carry the same valuations as Enterprise Saa$, a result
driven by considerable deltas observed in key metrics. The trends indicate an even higher premium
for Enterprise SaaS following the pandemic, as well as a dislocation between public and private
Health IT valuations in early 2021, only to correct, if not overcorrect, in 2H 2021.
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For venture and growth equity investments (outside of buyouts), privately-held Health IT companies,
based on our anecdotal experience, are valued more in-line with Enterprise SaaS. Investors in
privately-held Health IT companies expecting Enterprise SaaS valuations upon IPO may be in for a
wakeup call if these investments don’t meet growth expectations. For companies seeking above
average valuations, they can look to the playbook of the 7 out of 70 companies in the HGP Health IT
Index trading at over 10x current year revenue — GoodRx, Doximity, OptimizeRx, Certara, Pear
Therapeutics, Simulations Plus, and Definitive Healthcare.

When it comes to using the public markets as a benchmark for private company valuations, the devil
is in the details. The Nasdag Composite itself is a “market cap weighted index”, which means that
larger companies carry a higher weight than smaller companies in the measurement of the index.
Accordingly, the top 10 holdings account for about 50% of the weight of the Nasdag. Whereas the
Nasdaq is trading near record highs, ending the year up 22%, the market weighting of the index
masks the fact that nearly 40% of companies in the Nasdaq are down over 50% from their 52-week
highs, according to Ned Davis Research. This bifurcation in performance of technology companies is
further evident in the equal-weighted HGP Health IT Index, which declined 31% from Q1 highs to end
the year down 16%. The majority of these declines impacted lower profit, higher growth companies
that are subject to both momentum investing and interest rate sensitivity. Accordingly, the more
mature, larger, and more profitable “Infrastructure Technology” companies fared the best — the
Health IT Infrastructure Tech index ended the year up 17% compared to our other seven
components, all of which ended 2021 in the red. Companies that went public via SPAC reverse
mergers in 2021 experienced a further pronounced downturn, declining an average 44% as
compared to the Health IT Index’s 16% decline. Taken together, there is no denying that publicly-
traded Health IT companies drastically underperformed the broader markets in 2021.
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Revisiting post-COVID market trends, from a Health IT perspective, the market experienced a
dramatic spike in investment value. US-based Health IT private equity investment historically hovered
around $10-15 billion. During the pandemic, this rate increased 124% to more than $30 billion and is
just now showing signs of leveling. US-based Health IT M&A, based on deal volume, also surged
during the pandemic, peaking at a rate nearly 50% higher than pre-pandemic levels and settling back
to a 13% increase. Low interest rates, excess liquidity, and an indisputable health IT investment thesis
are all factors driving these surges in M&A volume and investment value. Further, M&A was fueled
by the threat of the capital gains tax hike, which motivated sellers to race to an exit by the end of
2021, though posing a threat to 2022 M&A activity as transactions were expected to be pulled
forward. However, with the tax threat alleviated in Q4, momentum is expected to continue into
2022, resulting in yet another exceptionally strong year for HIT M&A.

HEALTH IT ANNUALIZED PRIVATE EQUITY INVESTMENT VALUE
6-mo Moving Average
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What goes up must come down? Barring extenuating circumstances, we may see a leveling, but most
likely Health IT has entered a new normal. One could make the argument that valuations may
increase as the market experiences higher growth due to the acceleration of the digital
transformation in healthcare. As previously mentioned, we see venture and growth equity
investment valuations typically priced higher than control M&A transactions (more consistent with
enterprise SaaS and higher than our 6.9x revenue M&A average), and the amount of capital being
deployed at these valuations is represented by the 124% increase in private equity investment since
the start of the pandemic. Put another way, there is a substantial amount of capital flowing into the
Health IT market at historically high valuations.
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HEALTH IT ANNUALIZED M&A VOLUME
6-mo Moving Average
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Certainly, the investors who are putting capital to work at these high multiples do not expect
valuations to drop precipitously, and one could make the argument that valuation and capital
expectations perpetuate themselves. More hopefully, Health IT investors expect the incredibly strong
fundamentals of the digital health transformation to drive higher growth that meets or exceeds
these valuation expectations. We'll continue to monitor the trends and the data, particularly as we
enter 2022 with a number of factors that will impact the near-term future of the Health IT Market —
looming inflation and interest rate fluctuations, spending plans which significantly impact healthcare,
midterm elections, and it goes without saying, the always uncertain pandemic.
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HGP keeps close tabs on M&A valuations to see how the market evolves over time. While we can
only draw data from deals with disclosed multiples and therefore must be careful to consider bias in
any conclusions we draw from this data, we can still get a good sense for how the market values
companies within the different subsectors of health IT. The following table and accompanying box-
and-whisker plot show the distributions of revenue multiples in 13 subsectors of health IT. The
sectors were sorted according to median revenue multiple from largest to smallest.

Deals with | Deals with Revenue Multiple EBlT'DA
Reported Disclosed | Disclosed Multiple
2017 - 2021 Revenue | EBITDA 25th 75th

Multiples | Multiples | o_tile Median %-tile Mean Std.Dev.] Median
RCM Tech 28 18 4.6x 5.7x 7.8x 6.6x 3.2x 16.6x
Telemed 17 5 2.7x 5.6x 10.0x 7.2x 5.1x 20.0x
Population Health 51 11 2.7x 5.2x 7.1x 6.1x 4.8x 15.0x
Analytics 11 5 3.7x 5.0x 8.2x 6.2x 2.9x 18.0x
Life Sciences Tech 21 8 2.3x 4.9x 7.1x 5.0x 3.0x 19.5x
Benefits Mgmt. 14 3 1.5x 4.2x 4.6x 4.1x 2.8x 15.3x
Infra Tech 21 12 2.7x 3.7x 6.1x 4.8x 4.1x 16.4x
Content 8 4 2.4x 3.4x 3.7x 3.1x 1.0x 15.9x
PM/EMR 37 18 2.4x 3.3x 5.0x 3.9x 2.4x 14.5x
Outsourced Services 11 4 0.9x 2.4x 3.3x 2.2x 1.4x 11.0x
RCM Services 12 10 1.5x 2.3x 3.2x 2.8x 2.2x 10.0x
Consulting 14 8 1.5x 1.8x 2.8x 2.1x 0.9x 12.1x
Utilization Mgmt. 3 1 0.8x 1.2x 1.9x 1.4x 1.1x 10.9x

We believe it’s important to keep dispersion in mind when assessing valuation data, which is why we
include the 25t percentile, 75t percentile, and standard deviation in our summary statistics. While
measures of central tendency like the median and mean are certainly indicative of how buyers are
valuing assets, the dispersion shows that with higher multiples, we also see higher risk. This becomes
especially apparent when we chart the data using a box-and-whisker plot. Generally speaking, the
sectors with highest median revenue multiple also experience large standard deviations and positive
skew. For instance, while 25% of the observed telemedicine companies received 10.0x revenue or
more in sale transactions during the period, another 25% received less than 2.7x revenue at exit.
Companies in these hot spaces cannot forget that they still need to show strong operating metrics in
order to realize premium valuation multiples.

Notably, multiples across nearly all sectors have ticked upwards, which is reflection of higher
multiples seen throughout the post-pandemic era. Further, it is worth noting that the multiples
reported here cover the time period from 2017 through 2021. COVID-19 has very quickly changed
the global economy, which means that these multiples may not be representative of valuations
across health IT sectors in the future.
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The box-and-whisker plot graphically displays the Median, 25th Percentile, 75th Percentile,
Minimum, and Maximum; where points beyond 1.75 times the Inter-Quartile Range are shown as
outliers. The inter-quartile range is represented by the “box” and shows the range between the 75th
Percentile and the 25th Percentile. Visually, the inter-quartile range serves to describe the variability
of the data. Note that point estimates such as the mean or median can often be misleading on their
own, as they do not convey the level of variability which can be very high such as in the Telemedicine
and Population Health sectors.
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The sectors were sorted according to decreasing median revenue multiple and show a trend of
decreasing IQR as median revenue multiple decreases. Thus, while companies that fall within sectors
further to the right on the graph can expect a lower revenue multiple in a transaction, the transaction
outcome is also more predictable. A company that falls within a sector on the left, however, cannot
have as strong a confidence in their expected outcome. These observations follow a common theme
in investment theory: that with greater potential upside, there is also greater risk and volatility.

While the metrics presented here may be used as a guidepost for expected outcomes, the end result
of any transaction often depends on buyer circumstances as much as on seller or market
fundamentals, and buyer circumstances tend to be extremely unpredictable. It is not uncommon for
the clearing price of a transaction to be significantly higher than the cover bids. This usually occurs
when a buyer has unique circumstances that justify a higher price than the rest of the buyer universe.
Identifying those buyers and appropriately positioning in relation to them is part of the art of running
a successful transaction process.

Copyright© 2022 Healthcare Growth Partners 9

I




”‘"""’\ HEALTHCARE

GROWTH
PARTNERS

A

&S

HEALTH IT MARKET TRENDS 2

The following table provides additional context on the valuation trends within each sector as well as a
sample of recent transactions within each.

Sector
RCM Tech (28 deals)
Median: 5.7x
Std. Dev.: 3.2x
Telemed (17 deals)
Median: 5.6x
Std. Dev.: 5.1x
Population Health (51 deals)
Median: 5.2x
Std. Dev.: 4.8x
Analytics (11 deals)
Median: 5.0x
Std. Dev.: 2.9x
Life Sciences IT (21 deals)
Median: 4.9x
Std. Dev.: 3.0x
Benefits Management (14 deals)
Median: 4.6x
Std. Dev.: 2.8x

Infrastructure Tech (21 deals)
Median: 3.7x
Std. Dev.: 4.1x

Content (8 deals)
Median: 3.4x
Std. Dev.: 1.0x

PM/EMR (37 deals)
Median: 3.3x
Std. Dev.: 2.4x

Outsourced Services (11 deals)
Median: 2.4x
Std. Dev.: 1.4x

RCM Services (12 deals)
Median: 2.3x
Std. Dev.: 2.2x

Consulting (14 deals)
Median: 1.8x
Std. Dev.: 0.9x

Utilization Mgmt (3 deals)
Median: 1.2x
Std. Dev.: 1.1x

Description

Representative Deals

Includes tech-oriented RCM vendors Change Healthcare (Optum), VisitPay
serving hospitals and physicians, and (R1 RCM), ABILITY (Inovalon),

to a lesser extent, payers.

Contains a mix of pure telehealth
tech, telehealth services, and virtual
care models.

Comprised of patient engagement,
provider connectivity, and care
management technologies.
Primarily represents a mix of life
sciences and provider analytics, and
to a lesser extent, payer analytics.

Includes traditional CTMS vendors as

well as other vendors that deliver
value in the drug/device process.
Includes benefits management and
admin software companies serving
payers and employers.

Compliance and resource
management software generally
serving provider organizations.

Transactions are a mix of online
consumer content and provider-
oriented clinical content.

Includes ambulatory, acute, post-
acute, alternate site, and
departmental EMR/PM systems.

Includes non-RCM outsourced
services primarily serving payers as
well as providers.

Outsourced revenue cycle
management services generally
serving hospitals and physicians.

Project-based IT consulting and staff
augmentation companies generally
serving provider organizations.

Payer-oriented software and services

vendors focused on traditional
utilization management.

TransUnion Healthcare (nThrive)
AbleTo (United Health), 2nd.MD
(Accolade), PillPack (Amazon),
Silvercloud (Amwell)

BioTelemetry (Philips), Fitbit (Google),
lora Health (One Medical), Preventice
(Boston Scientific), VRI (ModivCare)
Nuance (Microsoft), Inovalon (Nordic
Capital), CitiusTech (Baring), Lumere
(GHX), Central Logic (Rubicon)
Medidata (Dassault Systemes), Bracket
Global (Genstar Capital), Cytel (Nordic
Capital), Pinnacle 21 (Certara)
OneDigital (Onex Partners), Connecture
(Francisco Partners), PinnacleCare (Sun
Life), WageWorks (HealthEquity)

symplr (Clearlake), APl (symplr), ANSOS
(HealthStream), Haemonetics (GPI),
Medical Columbus (GHX)

WebMD (Internet Brands), Care.com
(IAC), Medlife (PharmEasy), MedCerts
(Stride), mdBriefCase (Think Research)

Cerner (Oracle), Intelerad (HGCapital),
athenahealth (Veritas), Therapy Brands
(KKR), AdvancedMD (Global Payments)

Sedgwick & MedRisk (Carlyle Group),
Sound Physicians (Summit), ReCept
Pharmacy (OmniCell)

Equian (UnitedHealth), Intermedix (R1),
AGS Health (Baring), MedData (Frazier),
MedPartners (AMN), mNet (SSM)

UDG Healthcare (CDR), The Advisory
Board Company (UnitedHealth),
Navigant (Guidehouse)

Senior Whole Health (Magellan), New
Century (Evolent), HealthHelp (WNS
Holdings)
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HEALTH IT REVENUE MULTIPLES DISTRIBUTION 2017 — 2021
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HGP has observed a number of tangible and intangible company and transaction characteristics that
typically define where a deal falls on the valuation distribution. Growth, profitability, and recurring
revenue are the most commonly identified factors used to justify valuation multiples. Not all health
IT companies capture premium valuations just because they operate in health IT. However, those
companies that offer a combination of growth, address an unmet need, and fit into the vision of
healthcare reform are seeing valuations significantly higher than historical patterns of activity.
Premium value is also created when a seller fulfills the specific needs of a buyer at a specific point in
time. Timing and serendipity are external factors that play a large and sometimes unpredictable role
in the creation of value.

HGP’s TARGET METRICS FOR EMERGING GROWTH HEALTH IT COMPANIES

BEsT e Avoip e

Recurring Mo'nthly Annual Subscr|pt|on 1-Year+ Prepaid Perpetual License +
Revenue Subscription or or Prepaid Subscription Maintenance
Monthly Transaction Transactional P
Revenue Contracted Annual Annual Recurring Trailing Twelve Sum of Parts
Metric Recurring Revenue Revenue Month Revenue Multiples
Revenue 35%+ 20-35% 10-20% <10%
Growth
< 0,
Gross 80%+ 70-80% 60-70% GM <70% for Saas
Margin Lower for Services
Rever?ue 95%+ 90-95% Depends on <90%
Retention Customer Type
Customer o o o 1 customer >30% or
Concentration <10% 10-20% 20-30% a handful of >50%
Profitability 20%+ 0-20% Small Losses Large Losses
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HEALTH IT M&A AcTiviTy 2017 — 2021

Deal Volume
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At the beginning of 2021, the health IT M&A market appeared to be experiencing a deal frenzy, with
the first 2 quarters seeing record-breaking activity. The market hyperdrive was largely driven by
excess market liquidity, the looming capital gains tax hike, a stronger need for health IT in the
aftermath of the pandemic, and a fear factor felt by both buyers and sellers to participate in the
flurry of market activity. Ultimately, the market cooled down in the second half of 2021, a reaction
that can be attributed in part to the pullback of stimulus and the capital gains tax increase not
materializing, reducing the urgency to transact in 2021. The result was a 27% increase in deal volume,
lower than the expected 43% had the first half’s pace continued. While it may appear that deal value
skyrocketed, $45B is attributed to Oracle’s Cerner acquisition and athenahealth’s buyout, which
together represent ~40% of 2021’s total deal value. It's important to note that M&A deal value is a
metric largely impacted by mega-deals, and thus deal volume is a preferable indicator when assessing
market momentum.

GLOBAL HEALTH IT M&A DEALS BY QUARTER
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Getting more granular into valuation multiples, it is useful to note that multiples are often somewhat
correlated to a target’s enterprise value. Software company valuations steadily climb as enterprise
value increases until approximately the $1B valuation mark. Services company multiples experience a
similar inflection at $100mm in EBITDA multiples, especially in higher decile transactions. The
inflection points are in part due to a private equity universe that has expanded leverage capacity for
larger transactions, which in turn drives up valuation multiples as the enterprise value increases.

Software Companies Services Companies

Revenue EBITDA |Transaction| Revenue EBITDA |[Transaction
Multiple | Multiple Multiple | Multiple

Transactions|

S500mm-

Transactions|

>
Transactions
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Generally, companies have three valuation inflection points: proof-of-concept, growth scalability, and
mature scalability.

1. Proof-of-concept is value created when a company shows that its product can be successfully
sold and deployed in a commercial setting.

2. Growth scalability occurs when an earlier stage company begins to show profitability or at least
scale at high levels of growth, although the organization is still small and lean.

3. Mature scalability takes place after a company has matured to a level where it takes on real
corporate and organizational infrastructure and the company begins to show strong profitability.

2017 — 2021 Software Revenue Multiple Distribution by Target Enterprise Value

Percentile <S30mm $30-100mm  $100-500mm  S500mm-S$1B
90" Percentile 7.0x 8.0x 12.0x 9.3x 11.2x
75" Percentile 5.2x 6.4x 7.4x 7.8x 8.5x
50" Percentile 3.0x 3.6x 4.6x 6.4x 6.2x
25™ Percentile 2.0x 2.7x 3.0x 4.6x 4.5x

2017 — 2021 Services Revenue Multiple Distribution by Target Enterprise Value

Percentile <S30mm $30-100mm  $100-500mm  S500mm-S$1B

90" Percentile 3.9x 3.5x 3.9x 3.1x 5.6x
75" Percentile 2.6x 3.0x 3.2x 2.4x 3.3x
50" Percentile 1.8x 2.4x 1.7x 1.3x 2.4x
25" Percentile 1.5x 1.1x 1.3x 1.0x 1.9x

The above tables clearly demonstrate the positive relationship between valuation and scale. As
Software businesses grow in scale, so do their multiples. The first clear inflection point occurs around
the $100mm mark, with revenue multiple increasing from 3.4x to 4.7x. As those similar software
businesses grow further to over $500mm and reach mature scalability, revenue multiples further
increase to a median of around 6.0x.

The Services business data also exhibits a valuation inflection with size; however, the first growth
scalability inflection point occurs at a much larger value closer to $500mm, and mature scalability
occurs nearer to $1bn. The result is Services business revenue multiples increasing from a median of
1.8x for growth-stage businesses to greater than 3.4x for mature businesses.
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Detailed multiples trends can be found in the following bar charts. It should be noted that valuation
multiple trends can be very volatile given the limited availability of data.

SOFTWARE MEDIAN M&A MULTIPLES 2017 — 2021

17.0x
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SERVICES MEDIAN M&A MULTIPLES 2017 — 2021
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As previously noted, health IT valuation multiples are on the rise, with 2021 seeing a significant step
up in median revenue multiples for both software and services companies. Software companies saw
median revenue multiples increase 29%, a significant jump as compared to the more moderate
increase from 2019 to 2020 of 7%. Services companies saw median EBITDA multiples skyrocket 50%
as compared to the previous year, reaching a record 15.5x. Software companies are generally
rewarded for growth over profits, making revenue multiples the preferred metric for assessing
valuation momentum. On the flip side, the suggested metric for services companies is EBITDA
multiples, as these companies are more often evaluated on their profitability.
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Healthcare Growth Partners monitored 1,076 capital raise transactions in 2021, representing $40.3
billion in value globally, a surge that represents a 28% and 73% increase in volume and value,
respectively. Since hitting a low watermark in Q2 2020, deal volume and value both increased
steadily, peaking at a record $12B in value in Q2 and 302 transactions in Q3 2021. The end of the
year saw a considerable cooling off, dropping back to Q1 2021 levels, though still outpacing quarterly
activity from previous years. In just one year from Q2 2020 to Q2 2021, investment value rose a

staggering 224%, highlighting the surge in activity seen in the post-pandemic period.

HEALTH IT INVESTMENT ACTIVITY 2017 — 2021
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HEALTHCARE CAPITAL MARKETS 5

HGP tracks a custom index within the health IT space. What classifies a company in the universe of
health IT, and ideally creates a valuation premium, is a strong information technology and data
component that creates scalability and competitive strength. This is particularly relevant to services
organizations that use technology and data analytics to streamline their operations. With this in
mind, HGP evaluated the performance of publicly traded health IT companies against the S&P 500
and the Nasdaq indices, in order to assess the health IT companies within the wider market.

The first and second halves of the year showed distinct differences in how Health IT performed
against the market. During the first two months of the year, Health IT outperformed the market by a
healthy margin, presumably due to political instability affecting the overall market, while Health IT
trends such as telehealth were gaining increased attention. While the index tracked closely the
remainder of 1H 2021, June 2021 marked the beginning of a painful downturn for Health IT. The
index dramatically underperformed the market throughout 2H, ending the year down 16%, a
significant reversion from last year’s 62.4% increase. Strikingly, 49 of 69 companies (71%) ended the
year with negative returns, a trend consistent with that observed in the Nasdaq where 40% of stocks
lost over 50% of their value by year-end.

It is important to note that the Nasdaq and S&P 500 are weighted by market capitalization, whereas
HGP’s Health IT index is equally weighted across all companies. As a result, the market indices were
propelled upwards by the exceptionally well-performing tech giants, overshadowing the market
correction on smaller growth stocks. Further, the downward trend for 2H 2021 was especially salient
for Health IT due to the prevalence of newcomers: half of the index is comprised of companies that
went public in the last two years.

HEALTH IT INDEX PERFORMANCE 2021
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HIT & SUBSECTORS INDEX PERFORMANCE 2021

To drill-down into the drivers behind the variability within the Health IT index, HGP classified the 70
constituents into their respective sectors — Benefits Tech, Consumer Health, Infrastructure, Pharma
Tech, Population Health Management, Tech-Enabled Payers, Value-Based Care, and Virtual Care.

The only sector that survived the downfall and ended the year up was the Infrastructure basket,
which followed a defensive pattern, largely benefitting from its seasoned and value-biased make-up.
The sector stands out as compared to the others for two main reasons: 1) only 11% of the
constituents represent companies that went public in the last two years (as compared to 45% - 100%
in the others); and 2) the sector did not benefit from COVID-19 tailwinds in the peak of the pandemic
as much as the other sectors, and thus, did not see a drastic correction once those tailwinds subsided.
The success of these companies that tend to be bigger, profitable, and core technologies is an
indication that the market is not rewarding growth at all costs as previously seen. Or rather, returning
to normal after falling out of lockstep in late 2020 and early 2021.

None of the other sectors were immune to the year-end market selloff, with their high-multiple
growth constituents taking major hits due to their high sensitivity to interest rates and inflation.
Despite the rocky performance across the board, HGP expects investor interest in Health IT to remain
strong, as we continue to see an indisputable market thesis for Health IT.
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2021 Index Performance

Health IT -16.0% Infrastructure 17.1% | Tech-Enabled Payers -74.0%

Benefits Tech -21.9% Pharma Tech -17.6% Value-Based Care -27.4%

Consumer Health -60.2% Pop Health Mgmt -28.7% Virtual Care -53.1%
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HIT AND SUBSECTOR INDEX PERFORMANCE DETAIL As OF DECEMBER 31, 2021

Detail on the sectors and companies HGP tracks as part of the health IT index can be found below.
Multiples shown are based off 2022E revenue and EBITDA.

S Sohare Price EV/ EV/ o Share Price  EV/ EV/
% Change Rev  EBITDA % Change Rev  EBITDA
Benefits Tech
Benefitfocus -26% 2.1X 12.5X GoodRx* -19% 12.6X NMF
Castlight Health 18% 1.3X 21.0X HealthEquity -37% 5.4X 17.4X
Convey Health* -40% 1.9X  9.8X Progyny 19% 58X  NMF
Ehealth -64% 1.2X NMF SelectQuote* -56% 1.4X 7.0X
Evolent Health 73% 2.4X NMF Thorne Research* -38% 1.2X  10.8X
GoHealth* -72% 1.6X 5.8X
Consumer Health
23andMe* -33% 9.5X NMF Owlet Baby Care* -73% 1.6X NMF
Fitbit (acq.) NA NA NA Peloton -76% 2.8X NMF
Infrastructure
Allscripts 28% 1.6X 8.4X NRC Health -2% NA NA
Cerner 20% 4.6X  13.6X Omnicell 50% 6.2X  27.8X
Change Healthcare 15% 3.3X  10.6X OptimizeRx 99% 12.3X  NMF
CPSI 9% 1.8X 9.8X Phreesia -23% 8.3X NMF
Doximity* 93% 26.4X  NMF Roper Technologies 15% 9.8X  25.6X
HealthStream 21% 2.9X  15.3X Streamline Health -4% 4.3X NMF
Inovalon (acq.) NA NA NA Tabula Rasa -65% 2.0X  28.6X
MultiPlan* -45% 6.2X 8.6X Tivity Health 35% 2.9X 9.8X
NextGen Healthcare -2% 2.0X  11.2X Vocera 56% 8.3X NMF
Pharma Tech
Certara* -16% 12.2X NMF Science 37* 25% NA NA
Invitae -63% 6.0X NMF Schrodinger* -56% 6.2X  27.8X
IQVIA 57% 4.3X  19.5X Simulations Plus -34% 12.3X  NMF
Model N -16% 5.0X NMF SOPHIA GENETICS* -22% 8.3X NMF
Pear Therapeutics* -38% 52.0X NA Veeva Systems -6% 9.8X  25.6X
*: Companies that went public in 2020 or 2021.
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Share Price EV/ EV/ Share Price  EV/ EV/

Company Company % Change EBITDA

% Change Rev EBITDA

Population Health Management

Definitive Healthcare* 1% 16.3X NMF Semad* -55% 2.4X NMF
Health Catalyst -9% 6.2X NMF Sharecare* -55% 2.3X  22.1X
NantHealth -67% 5.0X NMF Signify Health* -41% 2.6X 11.6X
Premier 20% 39X 11.0X
Tech-Enabled Payers
Bright Health* -81% 0.2X NMF Oscar* -80% 0.2X NMF
Clover Health* -63% 0.5X  NMF
Value-Based Care
Alignment HC* -22% 1.7X NMF One Medical* -60% 3.1X NMF
Oak Street Health* -46% 3.6X NMF Privia Health* 12% 2.2X NMF
Virtual Care

Accolade* -39% 5.4X NMF LifeStance Health* -47% 4.0X NMF
DocGo* -7% 2.4X  NMF SmileDirectClub -80% 0.7X NMF
Amwell* -76% 2.6X NMF SOC Telemed* -84% 1.4X NMF
Babylon Health* -42% 3.4X NMF Talkspace* -80% 0.5X NMF
Cue Health* -16% 3.0X NMF Teladoc Health -54% 5.9X NMF
Hims & Hers Health* -35% 3.1X NMF UpHealth* -78% 1.5X  10.9X

iRhythm Technologies  -50% 9.1X NMF

*: Companies that went public in 2020 or 2021.

HIT AND SUBSECTORS INDEX VALUATION MULTIPLES

Revenue Multiples EBITDA Multiples
Median Values 2022E 2023E 2022E 2023E Remarkably, 7 out of 8
Enterprise SaaS 11.6X 9.5X 24.9X 23.2X sectors are trading at a
Health IT (all) 3.5X 2.9X 11.2X 13.3X deep discount as
Pharma Tech 12.1X 9.6X 19.5X 22.8X compared to the
Infrastructure 4.5X 4.0X 11.2X 10.4X Enterprise 5aas Indgx.

The Health IT Index is
Pop Health Mgmt 3.9X 3.7X 11.6X 10.3X trading at a 70%
Virtual Care 3.0X 2.1X 10.9X 16.4X discount to Enterprise
Consumer Health 2.8X 2.2X NA NA Saas.
Value-Based Care 2.7X 2.2X NA 28.6X
Benefits Tech 1.9X 1.7X 10.8X 13.7X
Tech-Enabled Payers 0.2X 0.2X NA NA
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HEALTH IT IPOS AND SPACs

New health IT entrants in the public markets did not fare well in 2021, with 75% of companies that
made their debuts in 2020 or 2021 ending the year trading below their IPO price. While the SPAC
frenzy continued into 2021, companies that opted for the SPAC route drastically underperformed,
with only one company (Science 37) ending the year above its initial offering price. On average,
companies that pursued the traditional route in 2021 saw a negative 23% return, whereas new SPAC
companies from the year were down a staggering 44%. The more seasoned 2020 IPOs fared even
worse, averaging a negative 50% return, having suffered drastic corrections from their 2020 peak.

This trend does not come as a shock in the context of the overall performance by new entrants in the
public markets, which are touted as high-growth stocks that are highly sensitive to rising interest
rates and escalating inflation. Towards the end of the year, the Fed began signaling imminent interest
hikes toward curbing inflation, and it became evident that the flow of stimulus would soon come to a
halt, creating the perfect storm for the downfall of the fresh IPOs and SPACs.

HEeALTH IT IPO vs SPAC Stock PERFORMANCE
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While both SPACs and IPOs recorded major losses in 2021, the number of health IT companies hitting
the markets kept up with the fast pace seen in the broader public markets. Encouraged by lofty
public valuations, low interest rates, excess financial market liquidity, and a recovering economy, the
number of IPO and SPAC debuts in 2021 more than doubled from the previous year, with 24 health
IT companies completing their IPOs/ reverse mergers in 2021 as compared to 11 in 2020.

While SPACs have faded in popularity, their capital-availability still make them an attractive route for
companies looking to go public. According to Evercore, there were more than 60 healthcare-focused
SPACs searching for targets as of September 2021. As they approach their deadline, we can expect to
see more SPAC reverse mergers in the pipeline for 2022. However, class-action lawsuits against
SPACs such as Clover Health and MultiPlan will continue bringing into question the viability of this
express-route that had once promised eased public scrutiny.
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HEALTH IT IPOS AND SPACs

Provider of a virtual health and wellbeing platform, ShareCare, completed a reverse merger with
Falcon Capital Acquisition on July 1 and began trading on the Nasdaq as SHCR. The stock ended the
year down 55%.

Owlet Baby Care, the digital parenting and baby-care platform, completed a reverse merger with
Sandbridge Acquisition on July 15 and started trading on the NYSE as OWLT. As of year-end, stock
price was down 73%.

* Patient-centered health intelligence company, Semad4, acquired CM Life Sciences through a reverse
merger and the combined entity started trading on the Nasdaq under the ticker SMFR on July 22.
The stock gained in value after announcement of the merger; however, ended the year down 55%.

» Sophia Genetics, provider of a global and cloud-based health analytics platform, raised $234 million
in its initial public offering on July 23, selling 13 million shares at a price of $18 per share. The stock
ended the year down 22%.

* The healthcare commercial intelligence company, Definitive Healthcare, raised a total of $816
million in two public offerings that took place in September and November 2021. As of year-end,
the stock price was up 1%.

* Thorne Research, the personalized and scientific wellness company, raised $70 million in its IPO on
the Nasdaq on September 23, trading under the ticker symbol THRN. The company sold 7 million
shares at $10 each. The stock ended the year down 38%.

* Following a $235 million capital raise in May 2021, Cue Health, the telemed company that provides
lab-quality diagnostic testing at home, raised $200 million in its initial public offering on September
24, and started trading under the ticker symbol HLTH. The stock ended the year down 16%.

* Science 37, the “Agile Clinical Trial” company, completed a reverse merger with LifeSci Acquisition Il
and started trading on the Nasdaq on October 7, ending the year up 25%.

* Digital-first value-based care company, Babylon Health, completed a reverse merger with Ark
Global Acquisition on October 21 and began trading on the NYSE as BBLN. The stock ended the year
down 42%.

* DocGo, the last-mile mobile health services company formerly known as Ambulnz, completed a
reverse merger with Motion Acquisition on November 5 and started trading under the ticker
symbol DCGO on Nasdag. The stock ended the year down 7%.

* Another prescription digital therapeutics company, Pear Therapeutics, combined with SPAC
Thimble Point Acquisition, and completed a SPAC IPO transaction on December 3, following a $132
million Series D in March 2021. The stock, PEAR, is trading at a price 38% lower than the offering
price.
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HEALTH IT IPOS AND SPACs

The table below outlines health IT companies that have completed their IPO (either traditionally or
through a SPAC) since January 1%, 2020, and their return performance calculated as the yield between
their share price as of December 315, 2021, and their offering price.

2020 Offerings 2021 Offerings

IPOs

ERiTTRErT Return ys 2021 RIS Return ys

Offer Price Return Offer Price
One Medical [NAS:ONEM] 26% -60% Signify Health [NAS:SGFY] -41%
Schrodinger [NAS: SDGR] 105% -58% Oscar Health [NAS:OSCR] -80%
SelectQuote [NYS:SLQT] -55% -56% Alignment Healthcare [NAS:ALHC] -22%
Accolade [NAS:ACCD] 20% -43% Privia Health [NAS:PRVA] 12%
GoHealth [NAS:GOCO] -82% -72% LifeStance [NYS:LFST] -47%
Oak Street Health [NYS:OSH] 58% -46% Convey Health [NYS:CNVY] -40%
Amwell [NYS:AMWL] -66% -78% Bright Health [NYS:BHG] -81%
GoodRx [NAS:GDRX] -1% -23% Doximity [NYS:DOCS] 93%
Certara [NAS:CERT] 24% -19% Sophia Genetics [NAS:SOPH] -22%
Definitive Healthcare [NAS:DH] 1%
Thorne Research [NAS:THRN] -38%
Cue Health [NAS:HLTH] -16%
Average (IPOs) 3% -50% -23%

EermEE Return ys 2021 ey Return ys
Offer Price Return Offer Price
MultiPlan [NYS:MPLN] -56% -48% Clover Health [NAS:CLOV] -63%
SOC Telemed [NAS:TLMD] -87% -83% Hims & Hers [NYS:HIMS] -35%
UpHealth [NYS:UPH] -78%
23andMe [NAS:ME] -33%
Talkspace [NAS:TALK] -80%
ShareCare [NAS:SHCR] -55%
Owlet Baby Care [NYS:OWLT] -73%
Sema4 [NAS:SMFR] -55%
Science 37 [NAS:SNCE] 25%
Babylon Health [NYS:BBLN] -42%
DocGo [NAS:DCGO] -7%
Pear Therapeutics [NAS:PEAR] -38%
Average (SPACs) -71% -66% -44%
Average (All) -12% -53% -49%
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As the second anniversary of the COVID-19 pandemic nears, global markets continue facing volatility
and doubts surrounding supply chain issues, labor market disruptions, and rising inflation. While
unemployment is at a record-low and the stock markets saw a strong finish in 2021, new COVID-19
variants made for a bumpy ride towards economic recovery, and 2021 did not bring the return to
normal promised by reopenings and vaccination rollouts.

2021 marked another tumultuous year for the US. Following the vaccine rollout, the economy largely re-
opened and remained open throughout the spread of the Delta variant. As a result of the re-opening
efforts, loose monetary policy by the Fed, and fiscal stimulus measures implemented by the
government, such as the $1.9 trillion American Rescue Plan Act in March and the $1 trillion
Infrastructure Investment and Jobs Act in November, consumer demand and investment activity surged.

While business demand for workers bounced back to pre-COVID levels at an unprecedented velocity,
economists were largely blindsided by the sustained labor shortage, a phenomenon driven by The Great
Resignation. According to the US Bureau of Labor Statistics, a record 4.5 million Americans quit their
jobs in November 2021, beating records set in previous months as the quitting spree continued.
Economists point to a complex web of forces that have catalyzed this exodus, including hesitancy
surrounding COVID-19, built up savings allowing for more flexibility, and a shifting of priorities for many
Americans. Further, many Americans appear to be expediting their retirements, a trend apparent in the
total number of American retirees which currently exceeds estimates by 1.5 million people.

2021 was also marked by national unrest among workers: in October, nearly 100,000 US workers went
on strike, including workers from Kaiser Permanente, Kellogg’s, Hollywood, and John Deere, dubbing the
month “Striketober”. Further marking 2021 as the “Year of the Worker”, union mobilization efforts
swelled, as seen by trailblazing campaigns led by employees at Amazon, Google, and Starbucks
advocating for better working conditions.

US LABOR MARKET: SUPPLY VS DEMAND
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Just as worker demand was challenged by the labor shortage, consumer demand was undercut by
supply chain disruptions around the globe, making empty shelves a common scene across all sectors.
The failure of just-in-time inventory management, surging shipping costs and cargo wait times, and
semiconductor chip shortages led to a domino effect that affected almost every industry in the form of
increased prices for materials and finished goods alike: housing, used vehicles, motor fuel, lumber,
coffee etc. This added pressure exacerbated the inflation already created by excess cash and low
interest rates — a troubling combination that culminated in November seeing the largest annual jump in
the Consumer Price Index in 39 years — a striking 6.8%.

The Fed faces a major challenge with rising inflation as it becomes clear that what we are experiencing is
not “transitory”. In response, Fed officials signaled at least three rate increases will take place through
2022, each at 25 basis points, while winding down their asset purchase program sooner than projected
by the end of Q1 2022. These rate hikes are expected to translate into a more moderate pace for GDP
growth as well, which is expected to settle back at 4% in 2022 after a year that saw variances ranging
from 6% to 2%.

For the stock markets, 2021 was yet another bull year with the S&P 500 and the Nasdaq gaining 27%
and 22%, respectively. However, the upward trend masks the fact that gains were asymmetrically
recorded by Big Tech — Apple, Microsoft, Amazon, Tesla, Alphabet, Meta, and Nvidia which make up
nearly 45% of Nasdaq’s capitalization. While these tech giants performed exceptionally well and ensured
the Nasdaq remained at a near peak, growth stocks with lower market capitalizations saw a drastic slide
in December (a reaction largely driven by the Fed’s announcement), resulting in 38% of Nasdaq
constituents trading 50% below their 52-week highs.

2021 US Stock MARKET PERFORMANCE
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relief bill infrastructure package into law causes 70%+ of new cases in US
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IPOs had a record year, raising $453 billion across 2,388 offerings, representing a 67% and 64% increase
year over year, respectively. Though substantial cash has piled up in the IPO market, investors are
coming off the bull ride: the Renaissance IPO ETF, which tracks newly listed public companies, is down
8% for the year, compared to the 14% rise in the size-comparable Russell 2000 index. SPACs are
especially struggling to keep up, with 75% of SPAC IPOs from 2021 trading below their list price.
Memorable IPOs from the year included Bumble, the woman-first dating app led by the youngest female
CEO to ever IPO; Coinbase, the largest cryptocurrency exchange in the US which marked a major step
toward the mainstream adoption of cryptocurrency; Robinhood, the trading app which exploded in
popularity during the pandemic; and Rivian, the electric auto-maker backed by Amazon and Ford that
raised $12 billion, making it the largest IPO in 2021 despite being pre-mass production.

Private equity dealmaking activity in the US not only rebounded from its 2020 levels suppressed by the
pandemic, but it also eclipsed pre-pandemic trends: In 2021, 8,624 deals closed for a total value of $1.2
trillion, almost totaling the combined value in 2019 and 2020, which recorded $755 billion in value
across 5,759 deals and $690 billion in value across 5,709 deals, respectively, according to PitchBook.
Monitoring this trend over the year, we see this deluge of deals as a result of elevated multiples,
increased fundraising, unparalleled dry powder levels (exceeding $500 billion for US funds), and low-
rate debt availability. While the impending interest rate hikes may diminish investors’ appetite for riskier
investments, dealmaking activity is not expected to revert back to pre-pandemic levels, as PE firms will
continue to feel pressure to spend down their dry powder.

The US M&A market also reached record levels in 2021 - by KPMG’s estimates, the US deal market
recorded $2.9 trillion in deal value, 55% higher than the previous year. Soaring valuations and the
imminent capital gains tax hike (which didn’t materialize) especially motivated sellers. On the flip side,
buyers were eager to deploy capital, motivated by strategic and transformative opportunities in the
rapidly changing post-COVID market, excess liquidity, and low interest rates.

The biggest jump in investment activity was in venture capital: VC-backed companies in the US raised an
estimated $330 billion in 2021, nearly doubling 2020’s $167 billion, according to PitchBook and NVCA.
Venture capitalists sitting on a massive cash pile, eager to deploy capital into rapidly growing companies,
have driven a meteoric rise in activity in the VC world. A record-breaking 340 unicorns were newly
minted in 2021, more than the previous 5 years combined — a staggering phenomenon that underscores
the vast amount of cash being injected into new startups at significantly higher valuations.

The economy is entering 2022 with a particularly interesting snapshot. The tailwinds of economic
stimulus and low interest rates seem to be winding down, and the impact of excess liquidity will likely
taper off, though crucial questions remain unanswered as to what 2022 will bring regarding supply chain
issues, labor market disruptions, and inflation levels. As the world grapples with the new Omicron
variant going into the new year, hope is renewed that this may finally signal the return to normal all
have been anxiously awaiting.
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Notable headlines from 2021 are outlined in the following pages on a quarterly basis. The headlines
in 2021 illustrate the significant influence that policy and regulatory intervention has on the
incentives that dictate health IT investment and innovation trends, the increasing vertical integration
across healthcare, and the expanding presence of non-traditional companies in the health IT market.

Q1 HEADLINES

Haven, the Amazon-Berkshire-JPMorgan venture to disrupt health care, is disbanding after 3 years
January 4: The joint venture between Amazon, Berkshire Hathaway, and JP Morgan Chase was
founded in 2018 to revolutionize how health insurance was managed and disrupt the healthcare
industry. The three founding companies are expected to take lessons from the venture to continue
to innovate individually and collaborate informally.

Optuminsight and Change Healthcare Combine to Advance a More Modern, Information and
Technology-Enabled Health Care Platform

January 6: UnitedHealth’s Optuminsight agreed to acquire Change Healthcare for approximately $8
billion and to assume S5 billion of Change Healthcare debt. The combination is expected to help
improve clinical decision support at the point of care, reduce administrative waste, and enable
transactional connectivity across the healthcare system.

Broad Coalition of Health and Technology Industry Leaders Announce Vaccination Credential
Initiative to Accelerate Digital Access to COVID-19 Vaccination Records

January 14: The Vaccination Credential Initiative was formed in an effort to create a trustworthy,
verifiable, and universally recognized digital record of vaccination status worldwide to safely enable
people to return to work, school, events, and travel.

U.S. lawmakers reintroduce House bill safeguarding access to telehealth

January 25: A bipartisan group of U.S. representatives has reintroduced The Protecting Access to
Post-COVID-19 Telehealth Act of 2021, a bill aimed at expanding access to telehealth beyond the
COVID-19 pandemic. The bill avoids some of the thornier issues around telehealth, such as coverage
parity or interstate licensing issues, while making permanent broadly popular policies such as
eliminating geographic and originating site restrictions.

COVID-19 relief package includes health IT expansion

March 11: The $1.9 trillion American Rescue Plan allocates $500 million to support modernization
initiatives at the Centers for Disease Control and Prevention, among other technology provisions. Like
the coronavirus relief packages before it, the legislation acknowledges the role digital health tools can
play in addressing the fallout from the COVID-19 crisis — and earmarks funds toward bolstering those
tools, particularly in rural communities.
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Amazon Care to launch across U.S. this summer, offering millions of individuals and families
immediate access to high-quality medical care and advice

March 17: Amazon Care launched 18 months ago to provide Amazon employees and their families
immediate access to high-quality medical care. The service enables employees to connect with
medical professionals via chat or video conference (typically in less than 60 seconds) and eliminates
lengthy wait and travel times to get medical attention. Companies of all sizes, including Amazon’s
own workforce, will be able to access Amazon Care’s on-demand healthcare service, boosting
workplace benefits for employees nationwide.

DOJ investigating UnitedHealth's $13B acquisition of Change

March 30: The U.S. Department of Justice is pursuing an investigation of UnitedHealth Group's $13
billion acquisition of data analytics company Change Healthcare, spurred in part by a letter sent to
regulators this month by the American Hospital Association raising antitrust concerns. On March 17,
the AHA wrote to Richard Powers, acting assistant attorney general of the DOJ's Antitrust Division,
saying that the proposed merger threatens to reduce competition for the sale of healthcare
information technology services to hospitals and other healthcare providers. That in turn could
negatively impact consumers and health care providers, the AHA said.

ONC's top goals: Interoperability, alignment and equity

March 29: National Coordinator for Health IT Micky Tripathi said in a keynote for the agency's annual
meeting that COVID-19 continues to be the main focus for the near future. ONC is involved in helping
support the White House with regard to COVID-19 vaccine credentials, as well as with developing a
basic FHIR approach to vaccine scheduling, said Tripathi. "We're certainly not out of the woods yet,"
he said. "We continue to have very hard work to do.” Tripathi flagged the importance of making
interoperability a priority, including figuring out how local, state and regional health information
exchange networks fit within nationwide ones.

Q2 HEADLINES

Microsoft buys Nuance for nearly $20 billion as it readies deal frenzy

April 12: Microsoft announced it would buy Nuance Communications, a software company that
focuses on speech recognition through artificial intelligence, in an all-cash transaction valued at $19.7
billion. This is Microsoft's second-largest acquisition, behind the $26.2 billion deal for LinkedIn in
2016. Microsoft is trying to leapfrog competitors like Google and Amazon as they face record
antitrust scrutiny.

Information blocking rules take effect

April 12: The information blocking rule enacted as part of the 21st Century Cures Act has officially
taken effect. According to a blog post from the Office of the National Coordinator for Health
Information Technology (ONC), the law defines information blocking and establishes penalties for
those who interfere with the access, exchange, or use of electronic health information. The ONC rule
establishes new regulations to prevent health information blocking, or anti-competitive behaviors, by
healthcare providers, developers of health information technology, health information exchanges,
and health information networks, as previously reported.
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Biden outlines health IT funding priorities

April 13: The Biden administration released a letter outlining President Joe Biden's request for fiscal
year 2022 discretionary funding in advance of Congress's annual appropriations and budget
process. The extensive list includes billions in funding for public health data modernization,
broadband and 5G expansion, social determinants of health, cybersecurity and more.

Healthcare hackers demanded an average ransom of $4.6M last year, says BakerHostetler

May 4: The latest edition of the annual BakerHostetler Data Security Incident Response Report found
that ransomware in 2020 continued to be a threat — and that many cases resulted in lawsuits.
Healthcare was one of the industries most affected by tracked ransomware incidents, second only to
education. And for organizations covered by the report, the average initial ransomware demand was
a whopping $4,583,090. At a time when healthcare system resources already are strained from the
effects of COVID-19, ransomware can be particularly devastating.

ONC announces launch of Health Interoperability Outcomes 2030 initiative

May 13: The U.S. Office of the National Coordinator for Health IT announced the launch of its Health
Interoperability Outcomes 2030 effort, aimed at building on current interoperability efforts and
working toward longer-term strategies.

Biden administration aims to further rebuild ACA with proposed rule

June 29: The Biden administration is planning to restore key parts of the Affordable Care Act that
were pared back by the Trump administration as the current HHS aims to make enrolling in an
exchange plan easier and more affordable. Under a proposed rule released Monday, CMS would
lengthen the annual open enroliment period, expand the role of navigators, repeal the option for
direct enrollment through private entities and do away with Trump-era guidelines for ACA waivers
that were criticized for allowing states to skirt the law's requirements for adequate coverage.

Q3 HEADLINES

Nearly all hospitals flout federal requirement to post prices, report finds

July 16: Most U.S. hospitals are not complying with federal regulations requiring medical centers to
post their prices online for patients to review, according to a new report by patient advocates. The
report, which surveyed the websites of 500 of the roughly 6,000 hospitals subject to the rule, found
that 471 of the hospitals did not fully post the prices they charge patients and the rates they have
negotiated with insurers. The federal price transparency rules took effect Jan. 1.

VA will pause EHR deployments through at least 2021, department says

July 21: The Department of Veterans Affairs will not deploy its new electronic health record to
additional sites over the next six months, after a recent strategic review found a wide array of
problems at the first go-live site in Spokane, Washington. It’s the most definitive statement VA has
provided publicly to date about the path forward for the EHR modernization since it launched a
strategic review of the massive project back in March. The strategic review highlighted training
failures, data migration problems and ultimately, patient safety concerns at the initial go-live site.
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Optum quietly adds cash-pay virtual care services to online pharmacy
August 17: Optum has quietly added multiple services to its online pharmacy, putting it in direct
competition with trendy direct-to-consumer startups. The UnitedHealth Group subsidiary's Optum
Store was first launched in late 2020 and earlier this summer was expanded to include more than 800
generics at a discounted cash price and cash-pay telehealth options to allow members to access birth
control, mental health medications and drugs for other common needs.

Nordic Capital, Insight Partners take Inovalon private in $7.3B acquisition
August 23: Health data software provider Inovalon is set to be acquired by Nordic Capital, Insight
Partners and other investors in a deal valuing the company at roughly $7.3 billion. The company
noted in its announcement that the transition to private ownership would bring “greater flexibility to
focus on strategies that drive innovation and global market development.” Its new owners
highlighted the growing role data analytics is taking on within the industry.

Google dismantles health division in strategy overhaul

August 23: Google is changing its healthcare strategy and dismantling its health division, according to
an Insider report. All eyes have been on big tech and large retail companies when it comes to
disrupting the healthcare industry. This reorganization puts health efforts throughout the company
instead of in one concentrated area. A Google spokesperson reiterated to Insider that Google has put
substantial investments into health “across the company.” This movement could be indicative that
health will be a mission throughout the organization.

Al in Mammography: Won't Be Replacing Humans Just Yet

September 7: Artificial intelligence (Al) has "a long way" to go before it's ready for routine use in
breast cancer screening, says a team that reviewed recent studies of the technology. The team
extracted data from 12 studies that reported test accuracy of Al algorithms alone or in combination
with radiologists. They found that in the three largest retrospective studies, which included 79,910
women screened in Europe and the United States, most of the Al systems (34 of 36 systems, 94%)
were less accurate than a single radiologist, and all of them were less accurate than screening by two
or more radiologists.

Apple's health data sharing feature now live

September 21: Apple's health data-sharing feature is now live in the latest version of iOS, allowing
some users to give their clinicians information from their phone's Health app via their electronic
health records. The integration will initially work with six major EHR companies: Allscripts,
athenahealth, Cerner, CPSI, DrChrono and Meditech Expanse. "Users in the U.S. can choose to share
certain types of health data — like heart rate, detected falls, hours of sleep, or exercise minutes — with
their doctor for more informed conversations," said the company.

Walmart Announces Partnership with Epic

September 30: Walmart announced via a Sept. 27 press release its new partnership with Epic to use
its electronic health records across Walmart’s services, including virtual care, advancing its healthcare
business. Epic’s platform will support all of Walmart’s health and wellness lines of businesses as it is
rolled out and will first be implemented in four new Walmart Health Centers opening in Florida in
early 2022.
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Q4 HEADLINES

Amazon Brings Alexa to Senior Living Communities and Healthcare Systems with Alexa Smart
Properties

October 25: Amazon announced two new solutions as part of Alexa Smart Properties that will enable
senior living and healthcare providers to integrate Alexa into their properties and empower residents
and patients to stay connected, informed and entertained, just by asking Alexa. Designed specifically
for the needs of senior living communities and healthcare facilities, Alexa Smart Properties simplifies
deploying and managing Alexa-enabled devices at scale, helping properties offer customized Alexa
experiences for residents and patients, and increase care team productivity and operational
efficiency.

Hospital Price Transparency Penalties to Increase Under OPPS Rule

November 3: Starting January 1, CMS will increase penalties for noncompliance with hospital price
transparency requirements under the newly released Calendar Year (CY) 2022 Hospital Outpatient
Prospective Payment System (OPPS) and Ambulatory Surgical Center (ASC) Payment System Final
Rule. The Final Rule sets the minimum civil monetary penalty of $300 per day for smaller hospitals
with a bed count of 30 or fewer, and a penalty of $10 per bed per day for hospitals with a bed count
greater than 30. However, the penalty is not to exceed a maximum daily dollar amount of $5,500.
The Medicare OPPS final rule will also boost hospital outpatient reimbursement by 2% and add back
the Inpatient Only List, among other changes.

Private equity firms Hellman & Friedman, Bain Capital to buy Athenahealth in $17B deal

November 22: Two private equity firms plan to shell out $17 billion for Athenahealth, marking the
second time in less than three years the health tech company has changed ownership. Bain Capital
and Hellman & Friedman will pick up the cloud-based electronic medical record (EHR) company from
current private equity owners Veritas Capital and Evergreen Coast Capital. Its purchase, announced
on Monday, is expected to close in the first quarter of 2022.

Clearlake Capital-backed nThrive completes acquisition of TransUnion’s healthcare business
December 17: The unified business will offer healthcare organizations one of the most complete end-
to-end RCM technology solutions available, streamlining patient access for better patient and
financial outcomes, and empowering customers with increased predictability and confidence in their
financial performance.

Oracle acquires Cerner for $28.3B

December 20: Oracle says it plans to expand the company's global footprint as it invests big in
healthcare — the "largest and most important vertical market in the world.” The companies point to a
recent Mayo Clinic study showing that physicians spend one to two hours on electronic health
records and documentation for every hour spent face-to-face with patients. They say the addition of
Oracle's cloud-based resources, specifically its focus on usability and voice tools, will "dramatically
reduce the amount of time that medical providers spend dealing with systems and increase the time
they spend directly caring for patients."
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Healthcare Growth Partners (HGP) is an exceptionally experienced Investment Banking & Strategic
Advisory firm exclusively focused on the transformational Health IT. We unlock value for our clients
through our Sell-Side Advisory, Buy-Side Advisory, Capital Advisory, and Pre-Transaction Growth
Strategy services, functioning as the exclusive investment banking advisor to over 125 health IT
transactions representing over $3 billion in value since 2007.

Our passion for healthcare inspires us to not only create value for our clients, but to also generate
broad, overarching improvements to the functionality and sustainability of health. With our focus, we
deliver knowledgeable, honest and customized guidance to select clients looking to execute high
value health IT, health information services, and digital health transactions.

CONTACT INFORMATION

Christopher McCord

Managing Director

chris@hgp.com

2001 Kirby Drive, Suite 814
Houston, TX 77019
(713) 955-7935

www.hgp.com

Securities offered through HGP Securities, LLC, member FINRA & SIPC, broker-dealer affiliate of Healthcare
Growth Partners, LLC.

Sources of Information:
Company press releases, company SEC filings, Healthcare Growth Partners database, Deloitte, EY, Fierce
Healthcare, Forbes, Fortune, Guardian, Healthcare IT News, HIStalk, NBC News, NVCA, PitchBook, PwC,
Reuters, Rock Health, The New York Times, The Wall Street Journal, and The Washington Post.

These statistics are presented for informational purposes only. While the information presented has been
obtained from sources deemed to be reliable, no representation or warranty, express or implied, is made as to
the accuracy or completeness of such information.
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