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Health-Care Transactions Update: October

D eal activity, at least with respect to sectors like
hospital and health-systems, remained upbeat,
Bloomberg BNA’s last pre-election health-care in-

dustry transactions list for October shows.
And, although Donald Trump’s presidential win may

temporarily slow down the health-care industry’s trans-
actions train, it won’t completely derail deal activity,
which a robust list of year-to-date deals demonstrates,
transactions attorneys and investment bankers told
Bloomberg BNA.

Initiatives spurred by the Affordable Care Act, includ-
ing value-based care and cost-effective payment mod-
els, aren’t going away, even if Obamacare is repealed in
whole or in part, Gary W. Herschman, a member of Ep-
stein, Becker & Green’s health-care practice in Newark,
N.J., told Bloomberg BNA.

And, because those developments set in motion the
industry-wide transactions trend—including consolida-
tions like mergers and joint ventures—there isn’t any
reason to believe it will stop either, he said.

There might be ‘‘some uncertainty’’ leading to a
fourth-quarter slowdown in transactions activity, given
Trump’s ‘‘unpredictability,’’ Herschman said. Any im-
pact will be short-lived, though. Transactions likely will
pick up after January 2017, he said.

‘‘Uncertainly always results in a pullback of larger
scale mergers and acquisitions markets,’’ Robert Aprill,
an analyst with Provident Healthcare Partners LLC,
Boston, told Bloomberg BNA. Provident, however, ‘‘re-
mains optimistic heading into 2017,’’ he said.

Victoria Poindexter, a principal at Hammond Hanlon
Camp LLC in Chicago, agreed. ‘‘Strong mergers and ac-
quisitions activity can be expected to continue across
most health-care sectors due to the benefits afforded by
scale and strong market positions,’’ she said.

‘‘Until there is more specificity provided’’ by the
Trump administration, ‘‘health-care organizations are
likely to continue along current paths,’’ Poindexter said.

Drivers Still in Place. Herschman’s partner, Paul A,
Gomez, in Epstein Becker & Green’s Los Angeles office,
said ‘‘it’s far more likely than not’’ the ACA will be re-
pealed, at least in part. But there is a ‘‘consensus
among’’ payers and providers ‘‘that traditional payment
models, fee-for-service and spiraling costs are unsus-
tainable,’’ Gomez said. That is, the old ways providers
got paid are simply too expensive to continue.

New business models meant to enhance quality, in-
crease provider coordination, improve cost contain-
ment and spur innovation ‘‘are likely to continue’’ de-
spite the change in the administration. They, in turn,
will keep ‘‘driving strong transactional activity in the
health-care sector,’’ Gomez said.
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The ACA’s ‘‘key drivers’’ remain, including an ‘‘aging
population requiring more health care, economic pres-
sures reducing reimbursement, labor inflation driving
up costs and the costs of new and expensive technol-
ogy,’’ Poindexter said. That could lead to ‘‘more of a re-
structuring than a repeal’’ of the ACA.

There may, however, be hiccups in particular sectors,
such as managed care and insurance, she cautioned.
‘‘The ACA and value-based payment structures have
driven significant change in the insurance sector,’’
Poindexter said.

For example, these developments put ‘‘more pressure
on providers to accept risk, create their own health
plans or develop partnerships with insurers.’’

‘‘With the outlook uncertain’’ for the individual man-
date, the pre-existing condition coverage requirement,
Medicaid expansion and the health-care exchanges, ‘‘it
is possible deal activity in the insurance sector could
slow,’’ Poindexter said.

Need for Change Acknowledged. But Republicans have
acknowledged and addressed the need for changes to
spur cost-containment and quality improvement, Go-
mez said, pointing to the GOP platform.

Some aspects of the ACA may be preserved to meet
those aims, he said. The incoming administration has
indicated a willingness to maintain coverage protec-
tions for pre-existing conditions and young adults. That
could ‘‘signal a willingness to preserve other aspects of
the ACA and changing payment models’’ associated
with the law, Gomez said.

Gomez said some new payment models ‘‘that derive
their statutory authority from the ACA may go away or
be revised substantially.’’ But others, like the Medicare
Access and CHIP Reauthorization Act (MACRA) and
the recently released MACRA final rules, could remain
intact. MACRA was passed with bipartisan support, he
noted.

Legislation advancing ‘‘value-based and alternative
payment models,’’ therefore, ‘‘may not face the same
threat of repeal or substantial revision’’ as the ACA, Go-
mez said.

Other Factors at Play. The ACA and related payment
models ‘‘contributed significantly’’ to transactional ac-
tivity in the industry. But ‘‘those developments aren’t
the only factors at play,’’ Gomez said.

‘‘Efficiencies achieved through economies of scale,
improved geographic reach, enhancement of patient-
care capabilities, greater and more convenient patient
access to care, better branding and greater coordination
of care’’ throughout the health-care industry are ‘‘fac-
tors that will continue to drive strong health-care trans-
actional activity,’’ he said.

Modifying the ACA would be ‘‘an enormous under-
taking,’’ regardless of Republican majorities in the
House and Senate, Aprill said. The Trump administra-
tion’s ability to rapidly repeal the ACA ‘‘is unrealistic
and will take years of debate.’’

But, regardless of the ACA’s long-term outlook, ‘‘data
and technology-driven practices that can show im-
proved outcomes compared to other providers will al-
ways remain in vogue,’’ Aprill said. With or without the
ACA, health-care costs are ‘‘skyrocketing,’’ and the
Trump administration ‘‘must find a way to reduce costs
for services provided.’’

Differing Perspectives. There have been varying per-
spectives on whether health-care deal activity has
slowed down in 2016, compared to 2015, Gomez said,
bringing the focus back to the current deal environ-
ment. The answer to whether transactions are up or
down likely depends on the type of deals considered
and the amount of money, as opposed to deals, in-
volved, he said.
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There hasn’t been any slowdown in hospital and
health system affiliations, physician practice acquisi-
tions, the post-acute care sector, rehabilitation and be-
havioral health consolidations or health IT develop-
ment, Gomez said. The October list, moreover, ‘‘seems
to reflect an increase in larger-scale announced or
closed acquisitions by and among health systems and
hospitals.’’

‘‘These kinds of transactions,’’ Gomez said, ‘‘can and
have created larger national or regional health-system

providers by adding to their size, scope and depth of pa-
tient services, range of care settings available to pa-
tients and geographic footprint.’’

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: Pey-
ton M. Sturges at PSturges@bna.com

The lists of select transactions involving health-care
providers, managed care and services companies for
October 2016 and for 2016 year-to-date were compiled
by health-care investment bankers using publicly
available information, including articles, websites and
press releases.
The October list is at http://src.bna.com/j5N.
The year-to-date list is at http://src.bna.com/j5O.
Bloomberg BNA would like to thank its Health Care
Transactions Editorial Committee for their guidance:
Paul A. Gomez, of Epstein, Becker & Green PC, Los
Angeles (pgomez@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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