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Shifting Priorities
* Transactions are moving to a more strategic rationale and away from a heavy
financial focus

* Larger and higher-rated organizations are scaling up at a pace and level that
exceeds the steady activity involving smaller, more vulnerable providers

* Today’s partnerships are blurring traditional boundaries of healthcare
business lines

* Transactions are increasingly occurring across state lines, creating
super-regional systems
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Consolidation Is Accelerating

Hospital and Health System M&A Transactions, 2000-2017
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Transactions
nearly doubled
between
2007-2017.

While 2015 and
2017 had
similar
numbers of

transactions,
the aggregated

revenue of
transactions
jumped from

$32,028 to
$63,168 those
two years.

Sources: Kaufman Hall Transactions Data, S&P Median Credit Rating Reports, Moody's Median Credit Rating Reports, Moody's Credit Rating Changes Reports.
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Participation Is Rising Among Highly Rated and

Larger Organizations

Number of Sellers with Target
Credit Ratings A- or Above

Transactions by Target Revenue
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Sources: Kaufman Hall Transactions Data, S&P Median Credit Rating Reports, Moody's Median Credit Rating Reports, Moody's Credit Rating Changes Reports.
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Less-Than-Fully Integrated Transactions Structures Are on the Rise
Non-Fully Integrated Transaction Comparison by Non-Fully Integrated Transaction Comparison by
Transaction Volume (2007 - 2014) Target Revenue (2007 — 2014)
25 $4,500
N=21 $4,000
20 $3,500
$3,000
1!
5 $2,500
10 $2,000
$1,500
5 N=4 $1,000
0 s
2007 2014 2007 2014
B Management Services Agreement Il Joint Operating Agreement Il Joint Venture Minority Investment
Source: Kaufman Hall Proprietary Partnership Transaction Database.
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Anu Singh, a Managing Director of Kaufman Hall, provides financial advisory services to
healthcare organizations and companies nationwide. Mr. Singh leads the evaluation, structuring,
negotiation, and execution of mergers, acquisitions, partnerships, joint ventures, and other
forms of transactions. He also leads projects involving the assessment of strategic options,
growth strategies and business unit/segment viability. His clients include national and large
multi-regional health systems, academic medical centers, community hospitals, large physician
practices and groups, health insurers, non-acute care providers, and capital providers to
healthcare entities. Mr. Singh has advised on or evaluated more than 100 healthcare
transaction-related engagements.

Prior to joining Kaufman Hall, Mr. Singh was a Director at Huron Consulting Group, within its
Corporate Advisory Services practice. His previous experience includes the execution of
turnaround and restructuring plans, and advising on mergers, acquisitions, and other
transactions. Mr. Singh also has raised capital for a variety of clients, ranging from
underperforming or distressed companies to well-capitalized, investment-grade companies
across multiple industries. He has extensive overseas work experience, particularly on behalf of
aid agencies, Central Banks, and other parties involved in major financial markets.

Mr. Singh has presented at various industry and professional events and seminars, including
those sponsored by The Governance Institute, Healthcare Financial Management Association,
Voluntary Hospital Association, Becker’s Hospital Review, National Federation of Municipal
Analysts, and the Turnaround Management Association. He also has authored articles and been
quoted in a number of industry publications.

Mr. Singh has an M.B.A. from Northwestern University’s Kellogg School of Management and a
B.S. in Finance from the University of Illinois at Urbana-Champaign. He also holds CPA, CFA, CTP,
CIRA, and CDBV certifications.
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Qualifications, Assumptions and Limiting Conditions (v.12.08.06):

This Reportis not intended for general circulation or publication, nor is it to be used, reproduced, quoted or distributed for any
purpose other than those that may be set forth herein without the prior written consent of Kaufman, Hall & Associates, LLC.
(“Kaufman Hall”).

All information, analysis and conclusions contained in this Report are provided “as-is/where-is” and “with all faults and

defects”. Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not
been verified by Kaufman Hall. No warranty is given as to the accuracy of such information. Public information and industry and
statistical data, including without limitation, data are from sources Kaufman Hall deems to be reliable; however, neither Kaufman
Hall nor any third party sourced, make any representation or warranty to you, whether express or implied, or arising by trade usage,
course of dealing, or otherwise. This disclaimer includes, without limitation, any implied warranties of merchantability or fitness for
a particular purpose (whether in respect of the data or the accuracy, timeliness or completeness of any information or conclusions
contained in or obtained from, through, or in connection with this report), any warranties of non-infringement or any implied
indemnities.

The findings contained in this report may contain predictions based on current data and historical trends. Any such predictions are
subject to inherent risks and uncertainties. In particular, actual results could be impacted by future events which cannot be
predicted or controlled, including, without limitation, changes in business strategies, the development of future products and
services, changes in market and industry conditions, the outcome of contingencies, changes in management, changesin law or
regulations. Kaufman Hall accepts no responsibility for actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole
responsibility of the client.

In no event will Kaufman Hall or any third party sourced by Kaufman Hall be liable to you for damages of any type arising out of the
delivery or use of this Report or any of the data contained herein, whether known or unknown, foreseeable or unforeseeable.
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