MERCOM

CAPITAL GROUPRP

Executive Summary

Digital Health Funding and M&A

2017 Fourth Quarter and Annual Report

Funding and merger & acquisition activity for the
Healthcare IT / Digital Health sector

http://www.mercomcapital.com




MeEeERCOM 2017 Fourth Quarter and Annual Digital Health Funding and M&A
Executive Summary

About Mercom’s Digital Health Funding and M&A Report
Mercom was one of the first research firms to track funding and M&A activity in the Digital Health
/ Healthcare IT sector, starting in 2010.

Here is how our report is different: Our report includes deals of all sizes, globally, to present a
complete picture of funding and technology trends. As an independent research firm, we have no
conflicts of interest with companies covered in this report.

e This is the most comprehensive report covering funding and M&A deals of all sizes,
globally. The trends revealed in this report give a more complete picture of the industry.

e All charts, graphs, and trends are clearly categorized and defined by technology and sub-
technology groups.

e This report includes concise deal information for every transaction.

e This report covers historical trends.

e Asthe industry evolves, our report evolves with it and we continuously improve the
information, analysis, charts, and trends covered every quarter.

Our subscribers include companies and executives from venture capital, private equity,
investment banking, healthcare, digital health, insurance, healthcare associations, universities,
tech firms, and more.

Audience Why they like our reports

Venture Capital/Private Equity leads from early-stage deals, technology trends

Investment bankers leads for funding and M&A deals, investor leads

Healthcare IT, Digital health sector trends, investor targets (by funding behavior, including

technology, technology partnership targets, and more)

Insurance companies acquisition leads, investment leads, technology partnerships

Large healthcare & Tech firms acquisition leads, R&D partnerships, investment leads

The report covers the technologies listed below and the sub-technologies under them.
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TECH GROUPS  APPLICATIONS
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Executive Summary

Technologies Covered in This Report

CONSUMER-CENTRIC TECHNOLOGIES PRACTICE-CENTRIC TECHNOLOGIES

Data Storage
Data Transmission
Connect Prevention Medical Records Schedule
Chat Communicate Deliver Management Analytics Verify
Share Data collection Monitor Engagement Intelligence Bill Education Data Breach
Feedback Track Care Wellness Information Exchange Collect Outsourcing Privacy
Social Health  Mobile Health  Telehealth Personal Health  Rating and Shopping Healthliblarmation ReveuaGyeis Service Providers Security
Management Management

v A / v v v v v v

Social Health Apps Remote Monitoring  Personal Health Compare *See below. Billing Outsourcing Health Information
Network Sensors Telemedicine Records Price Shop Claims Processing Medical Transcription Protection

Physician-Physican Wireless Patient Engagement Schedule Patient Access Consulting HIPAA
Patient-Patient mPHR Book Management Scribes
Physician-Patient Wellness Solutions Benefits
Information/Education Payer Solutions Credentialing

*Health Information Management subgroups: Electronic Health Records (EHR), Electronic Medical Records (EMR), Clinical Decision Support (Precision Medicine), Practice Management Systems, Business & Clinical
Intelligence, ePrescribing, Coding, Emergency Department Information Systems (EDIS), Computerized Physician Order Entry (CPOE), Radiology Information Systems (RIS), Picture Archiving & Communication Systems
(PACS), Medical Imaging, Asset Tracking, Data Warehousing, Document Management, Health Information Exchange, Health Insurance Exchange (HIE), Long Term and Post Acute Care (LTPAC), Laboratory Information
Systems (LBS), Medical Device Data Systems (MDDS), Population Health Management, Data Analytics (Al Predictive Analytics), Enterprise Resource Planning (ERP) Software, Asset Tracking - Real Time Location
Systems (RTLS), Inventory Tracking, Medical System/Equipment Tracking, Patient Identification Solutions, Barcodes, Wristbands, Patient ID Cards.

Source: Mercom Capital Group, llc M&Q C D M
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e Global Venture Capital funding raised by Healthcare IT/Digital Health companies rose
42 percent YoY in 2017 to $7.2 billion raised in 778 deals, compared to $5 billion
raised in 622 deals in 2016.

Digital Health VC Funding Q4 2016-Q4 2017
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e Total corporate funding into Healthcare IT — including VC funding, debt, and public
market funding — climbed to $8.2 billion in 2017 from $5.6 billion in 2016.

e Global VC funding raised by Healthcare IT companies rose slightly in Q4 2017 to
$1.7 billion in 192 deals compared to $1.5 billion in 227 deals Q3 2017.

e Healthcare practice-focused companies raised $3 billion in 264 deals in 2017 and

accounted for about 42 percent of the total funding raised.

e Consumer-focused companies raised $4.2 billion in 514 deals and accounted for
58 percent of the total funding raised in 2017.

e The top VC funding rounds in 2017 included a $500 million round by Outcome
Health, followed by a $231 million round by Modernizing Medicine, Hudong Feng
Technology’s (Haodaifu) $200 million round, WuXi NextCode’s $165 million round,
PatientPoint’s $140 million round, Alignment Healthcare’s $115 million round,
Annoroad Genome’s $105 million round, and a $100 million round by
PatientsLikeMe.
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The average deal size in 2017 rose to $9.9 million compared to $9.3 million in 2016.

There were 43 countries with recorded Healthcare IT VC funding activity in 2017.
Most of the funding was logged in the United States with over $4.9 billion in 462
deals. Countries other than the United States accounted for 32 percent of the total
funding with $2.3 billion.

Digital Health VC Funding 2010-2017 (By Category)

8,000

Security

$7,169M

M Social Health

M Service Providers

$5,055M

H Personal Health $4,743M
’

$4,637M

H Mobile Health

M Health Information Management

$2,192M

$1,173M

2010 2011 2012 2013 2014 2015 2016 2017

Source: Mercom Capital Group

Healthcare IT funding in the United States rose from $3.4 billion in 2016 to $4.9
billion in 2017.

Within the United States, California companies again received the largest amount of
funding and signed the most deals in 2017, bringing in $1.7 billion in 157 deals.
lllinois ranked second in terms of total funds raised, bringing in $708 million in 22
deals. New York recorded the third most deals, inking 63 that raised a collective $601

million.

A total of 1,288 investors (including accelerator/incubators) participated in VC funding
rounds for Healthcare IT companies in 2017, compared to 1,115 investors in 2016.
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Digital Health VC Funding By Amount in Q4 2017 (USS$ in Millions)

450

300

o
wn
—

Buiiojuopy sjoway

@ouabi|jalu| [ed1ul|) pue ssauisng

juswabeueyy 8]9AD anuanay

uosiedwo)

A1Inoag 1| aseayyjesy

juawabeueyy yyeaH uonendod

Buiddoys

yuawabebuz yuaned

abueyox3 uonew.oyu| yieay

uopeonp3/uonew.oju|

Bunjnsuon

SSajRAIM 31O

Buinpayog

SP1029Y [B2IPaJY JIU0IOR[F

Bunng

ssaujlom

HOMISN YMESH [E100S

S10SUBS d|qeIes |

auiIpaWwa|R )

sonAjeuy ejeq

Bunjoog

suonn|os juawabeueyy son0eId

Buibewy| [eoipapy

sddy

uoddnsg uoisioaq [eaiuld

Source: Mercom Capital Group

Copyright 2010-2018 | Mercom Capital Group | www.mercomcapital.com | hit@mercomcapital.com

6



MEeERCOM

7

2017 Fourth Quarter and Annual Digital Health Funding and M&A
Executive Summary

There were 15 accelerators and incubators that participated in 58 deals in 2017,
compared to 2016 when 22 accelerators and incubators participated in 83 deals.

Announced debt and public market financing for Healthcare IT companies rose to $1
billion in 34 deals in 2017, compared to $533 million in 18 deals in 2016.

There were 203 Healthcare IT M&A transactions (27 disclosed) in 2017, slightly lower
compared to 205 transactions (43 disclosed) in 2016.

Practice-focused companies were involved in the majority of the M&A transactions in
2017, accounting for 130 of the 203 signed transactions.

Consumer-focused companies were involved in 73 M&A transactions in 2017.

The top M&A transactions in 2017 were: KKR portfolio company Internet Brands’
acquisition of WebMD for $2.8 billion, followed by the $1.3 billion acquisition of Advisory
Board Company by the Optum division of UnitedHealth Group, McKesson’s $1.1 billion
purchase of CoverMyMeds, Konica Minolta’s $1 billion acquisition of Ambry Genetics
Corporation, and Navicure’s ~$750 million acquisition of ZirMed.

Top 5 Digital Health M&A Transactions in 2017 By Disclosed Amount
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Get the Full Report including
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to purchase
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