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Health-Care Transactions Update: May

Consolidation in physician specialties continues,
driving physician practice deals into the double digits, a
trend previously identified by Bloomberg BNA’s health-
care transactions advisory board.

As a select list of transactions announced or closed in
May reflects, health-care information technology (HIT)
remains one of the most active sectors, with nearly 20
deals in May. And hospital deals are still moving ahead
‘‘pretty steadily,’’ Gary Herschman, of Epstein Becker
& Green, Newark, N.J., told Bloomberg BNA. Her-
schman is a member of a Bloomberg BNA advisory
board.

May proved to be a very interesting month, especially
when considering two unique deals: a transaction in-
volving artificial intelligence (AI), and a private invest-
ment group’s inclusion in a partnership that acquired a
struggling health maintenance organization (HMO).

Medical Care of the Future? Senetas Corp. acquired a
$1 million interest in DeepRadiology Inc. May 11.
‘‘DeepRadiology is a medical machine learning and ar-
tificial intelligence company that has developed the first
autonomous radiology scan interpretation and report-
ing system,’’ according to the list. ‘‘The technology will
revolutionize the medical radiology industry,’’ the an-
nouncement of the deal said.

Kevin J. Ryan, of Epstein, Becker & Green in Chi-
cago, told Bloomberg BNA the deal is an early indicator
that health-care related AI is ‘‘going to be a hot area for
investment.’’ AI could have a big impact on many areas
of health care, Ryan said.

Radiology AI is leading the way, just as radiology
helped popularize the use of telehealth, because scan
analyses can be performed at odd times and in locations
lacking radiologists, Ryan said. AI also could be used to
analyze other types of laboratory data, including the
‘‘big data’’ used by health-care providers to help in
population management.

Practical applications of AI in health care are just
now being seen, Ryan said, but he expects development
to continue. One complication could be federal Food
and Drug Administration review. The ‘‘first iteration’’ of
DeepRadiology’s technology is awaiting FDA approval.

Hospital Risk Management Two Maryland health sys-
tems, LifeBridge Health and Anne Arundel Health Sys-
tem, May 1 announced their acquisition of Evergreen
Health, a Maryland non-profit HMO. Also involved in
the deal was JARS Health Investments, a private invest-
ment group. JARS’s inclusion in the investor group ‘‘is

somewhat unique,’’ Victoria Poindexter, a principal at
investment banking firm Hammond Hanlon Camp LLC
in Chicago, told Bloomberg BNA. Private investment in
insurers or HMOs is likely to be repeated ‘‘as investors
seek opportunities to invest in more diverse health-care
businesses,’’ she said.

Evergreen in June 2016 sued the federal government,
challenging its method of calculating risk adjustment
payments required of insurers that offered federally
qualified health plans on Obamacare exchanges. Ini-
tially, it estimated it would owe $22 million to insurers
who lost money by offering such plans. Evergreen
dropped the lawsuit after deciding to convert to a pri-
vate, for-profit company.

Poindexter pointed to the Evergreen transaction as
an example of hospitals and health systems wading into
risk management. Health systems are ‘‘pursuing op-
tions to enhance their capabilities to accept risk and to
control the health-care dollar,’’ she said. ‘‘In many mar-
kets, the health system also seeks to to continue to pro-
vide care to members of the acquired plan.’’

Physician Practice Target Specialties ‘‘There is a lot of
money’’ going to investment in and acquisition of phy-
sician practices, Herschman told Bloomberg BNA. In-
vestment bankers Robert Aprill and Michael Mahoney,
of Provident Healthcare Partners LLC in Boston told
Bloomberg BNA this fits with their observation of
health-care deals so far this year.

There is a continued uptick in consolidation in two
areas in particular—eye care and dermatology—
Mahoney and Aprill said. They added that they are ex-
pecting to see more transactions in the gastroenterol-
ogy, orthopedics, and urology spaces by the end of the
year. The trend toward consolidation in these special-
ties is moving slowly but is expected to continue, they
said.

Acquisitions in hospital-based specialties, like emer-
gency medicine, anesthesia, and radiology, appear to
have ‘‘leveled out’’ but continue to be steady, Her-
schman said. He agreed dermatology deals are on the
upswing, and that gastroenterology, orthopedics, and
urology are the emerging physician practice deals at the
moment.

Herschman said private equity companies are acquir-
ing these practices to expand their offerings to include
the ancillary services offered or required by these phy-
sician specialties. Gastroenterology, orthopedics, and
urology, for example, all offer opportunities to expand
surgical, laboratory, imaging, therapy, and pathology
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services. Additionally, primary care physicians are the
best at managing population health, another area in
which both private equity companies and national stra-
tegic companies are active, he said.

Physicians are willing to sell their practices to man-
agement companies or hospitals because of uncer-
tainty, Herschman said. Things ‘‘aren’t like they used to
be,’’ and physicians are seeing the benefits of becoming
part of larger organizations, he said. Newer doctors
want the certainty, particularly in compensation, that
comes with being part of a larger entity, while older
doctors are thinking this is the best way to get value out
of practices they built over their careers.

Private Equity Private equity now is a leading player
in physician practice consolidation, Herschman said.
Mahoney and Aprill pointed to Harvest Partners LP’s

acquisition of Varsity Healthcare Partners’ majority
ownership in EyeCare Services Partners, as an ex-
ample. Varsity also is a private equity firm, and its exit
from the EyeCare deal after only three years is a signal
it received a good return on its investment, Aprill said.
Typically, private equity investors stay invested for
three to seven years, then sell their interest to another
private equity investor or, more commonly, to another
player in the same industry sector in what is known as
a strategic transaction.

Private investors also are moving into the HIT and
health-care staffing sectors, Mahoney and Aprill said.

Private equity firm Warburg Pincus LLC, for ex-
ample, May 10 acquired Modernizing Medicine Inc., ‘‘a
provider of mobile cloud-based, specialty specific tech-
nologies for value-based healthcare,’’ according to the
deal announcement. This transaction represents private
equity’s attempt to ‘‘leverage innovation in health
care,’’ Mahoney said.

The health-care staffing sector also has attracted pri-
vate equity’s interest, Aprill and Mahoney said. TPG
Capital May 8 announced its acquisition of Medical So-
lutions LLC, a company that provides travel nurses to
more than 1,600 hospitals nationwide.

Hospitals and Health Systems Hospital deals are ongo-
ing, Herschman said, but the deals seem to be smaller,
with hospitals that tried to resist the initial mergers and
acquisition push being snapped up by hospital systems.
The hospital deal market is still steady, but it isn’t as
heated as it has been in the past few years, he said.

Michael Tierney, vice president at Hammond Hanlon
Camp LLC in Chicago, pointed out an interesting deal
announced May 19 between Steward Health Care Sys-
tem LLC and IASIS Healthcare. Steward, which owns
and operates 18 community hospitals in four states, is
trying the change the way hospitals do business, Tier-
ney told Bloomberg BNA.

Steward is going ‘‘asset-light,’’ Tierney said. The sys-
tem has been selling and leasing back its hospitals, so it
no longer owns the brick-and-mortar buildings or land
they are on. Steward, however, still provides the medi-
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cal operations. The system is poised to roll out this busi-
ness model throughout the country, Tierney said.

Behavioral Health Ryan told Bloomberg BNA that
deals involving behavioral health are straddling a num-
ber of other sectors. For example, May saw two behav-
ioral health HIT-related deals, as well as investments in
residential addiction treatment centers and physician
practice consolidation.

Behavioral health has been an area well-served by
the telehealth movement, perhaps because of a limited
supply of counselors or a stigma attached to seeking the
services, Ryan said. That may be changing as more pro-
viders expand into the space, despite concerns that
Congress could cut off funding through proposed Med-
icaid cuts under the American Health Care Act, he said.

Behavioral health providers are concerned, Ryan
said, but there are ‘‘plenty of groups trying to make
sure funds aren’t cut,’’ he told Bloomberg BNA. Provid-
ers have seen that taking an ‘‘integrative’’ approach to
treatment—that is, treating behavioral issues along with
physical issues because one contributes to the other—
can lead to overall savings in health-care costs, he said.

BY MARY ANNE PAZANOWSKI

To contact the reporter on this story: Mary Anne Pa-
zanowski in Washington at mpazanowski@bna.com

To contact the editor responsible for this story: Brian
Broderick at bbroderick@bna.com

The lists of select transactions involving health-care
providers, managed care and services companies for
May 2017 and for 2017 year-to-date were compiled by
health-care investment bankers using publicly avail-
able information, including articles, websites and
press releases.

The May list is at http://src.bna.com/p3U.

The year-to-date list is at http://src.bna.com/p3X.

Bloomberg BNA would like to thank its Health-Care
Transactions Editorial Committee for their guidance:
Kevin J. Ryan, Chicago (kryan@ebglaw.com); Gary W.
Herschman, of Epstein, Becker & Green PC, Newark
(gherschman@ebglaw.com); Victoria Poindexter, of
Hammond Hanlon Camp LLC, Chicago (vpoindexter@
h2c.com); and Robert Aprill, of Provident Healthcare
Partners LLC, Boston (raprill@providenthp.com).

Epstein, Becker & Green PC did not comment on any
particular transaction or party discussed or listed in
this article.
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