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Health-Care Transactions Update: Big August Deals Signal Robust Fall 

BNA Snapshot 

 

•  August sees highest number of deals announced or closed since March 

•  Hospital deals emphasize system growth, expansion 

 

  

By Mary Anne Pazanowski    

A continued upward trajectory in health-care industry deal volume in August suggests dealmaking will remain robust through the fall.  

One-hundred twelve transactions were announced or closed in August, building on the 103 deals announced or closed in July, which was the first month 

since March in which deal volume exceeded 100 transactions.  

The numbers are good news, according to Bloomberg BNA's transactions advisory board, whose members said they bode well for a robust fourth 

quarter. The uptick in volume, reflectesd on the year-to-date list  as well, “demonstrates that health-care mergers and acquisitions remain extremely 

active,” Gary W. Herschman told Bloomberg BNA.  

Clearly apparent from the August list  of health-care deals is a trend toward the formation of mega-systems. Large health-care systems are growing 

larger, as seen by the acquisition by the University of Pittsburgh Medical Center (UPMC) of Harrisburg, Pa.-based Pinnacle Health and a joint venture 

announced between Carolinas HealthCare System and UNC Healthcare System. Both deals involve market leaders in their respective states.  

Health-care industry transaction activity “is expected to be super-hot for the rest of the year and beyond,” Herschman, a Bloomberg BNA advisory board 

member and a member of Epstein, Becker & Green PC, in New York and Newark, N.J., said. “A lot goes on after Labor Day.”  

Bigger Is Better  

The hospital and health systems sector continues to be one of the most active, and the deals announced in August bear out a trend observed over the 

past few months: Big systems are getting bigger.  
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“Mega-regional healthcare systems” are “continuing to bulk up through further acquisitions,” Herschman told Bloomberg BNA. As an example, he 

pointed to the UPMC's Aug. 11 announcement that it would acquire Pinnacle Health.  

With this acquisition, the western Pennsylvania-based system expands into central Pennsylvania, and signals it may have its sights set on becoming the 

dominant health care provider in the state. UPMC's operating revenue in 2016 was $13 billion. Pinnacle reported $1.05 billion in revenue for the fiscal 

year that ended June 30. The deal closed Sept. 1.  

Herschman also noted deals between Cooper University Health Care and St. Francis Medical Center in New Jersey, Gundersen Health System and 

Moundville Memorial Hospital and Clinics in Wisconsin, Baptist Health and Hardin Memorial Health in Kentucky, and Carolinas HealthCare System and 

UNC Health Care System.  

Herschman said that, as hospital systems continue to grow in their local regions, he expects “the next big wave of hospital consolidations, joint ventures 

and affiliations in the future (three to five-plus years) to involve ‘partnering’ among mega-systems in contiguous states and beyond.”  
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Large System Nonmergers  

Joint ventures are becoming popular among health systems because they can be structured to avoid the types of antitrust challenges that torpedoed 

mergers between Pennsylvania and Illinois providers in 2016. As part of Ascension's acquisition of Presence Health, for example, Presence will become 

part of AMITA Health, a joint venture of Ascension's Alexian Brothers Health System and Adventist Midwest Health, which is part of Adventist Health 

System.  

Victoria Poindexter, of Hammond Hanlon Camp LLC, an investment banking firm in Chicago, told Bloomberg BNA the Ascension– Presence deal should 

pass regulatory scrutiny for the same reasons regulators allowed the AMITA deal to proceed. Ascension will acquire Presence's assets and put them 

into the AMITA joint venture.  

Ascension is the largest nonprofit Catholic health system in the U.S., with 141 care centers in 22 states. Presence Health is Illinois's largest Catholic 

health system but has been troubled financially. Part of the motive for the deal, Poindexter said, was Ascension's commitment to supporting Catholic 

health care.  

“Ascension will have its work cut out for it to turn around the Presence system, which has struggled with debt and capital expenditure-related challenges 

for years,” Michael Tierney, also of Hammond Hanlon Camp LLC, told Bloomberg BNA.  

“Ascension has been slowly increasing its footprint in the Chicagoland market for years,” Poindexter and Tierney said. “This latest acquisition adds a 

large, but struggling system” to Ascension's Illinois fold, they said.  

Multi-State Expansion  

Multi-state expansion “is the future” for health systems, Herschman said. He predicted that multi-state deals probably won't involve mergers or 

acquisitions. Such deals, instead, likely will involve partnerships and affiliation agreements, like the Ascension deal.  

Poindexter and Tierney added that hospitals and health systems are finding “ways to broaden their reach, but continue to be open to alternative 

structures.” Vanderbilt Health, for example, has been entering into affiliation agreements with systems throughout its region, including some outside its 

home state of Tennessee.  

The Carolinas Health/UNC joint venture is an interesting deal, Poindexter and Tierney said. The transaction brought two North Carolina market leaders 

together—Carolinas is the state's largest system, while UNC is its flagship academic medical center. The two systems opted against a merger, and “

likely believe the joint venture structure will provide sufficient benefits,” they said.  

Academic medical centers, like UNC, are some of the most challenged providers when it comes to the need to reduce costs, Poindexter said. These 

tend to be the most expensive places to go for care because they have many expenses other hospitals don't have. AMCs, therefore, are developing 

ways to provide the same level of care in lower-cost settings.  

Growth in Size & Scale  

Many physician practice sector deals also involve practices whose goal is to become the largest provider in a designated area, Michael Mahoney, of 

Provident Healthcare Partners in Los Angeles, told Bloomberg BNA. Physician services generally benefit from an increase in size and scale, so 

consolidation is rampant.  

Mahoney and Robert Aprill, of Provident's Boston office, said it is common to see a series of transactions building up to one dominant provider in a 

specific area and/or service sector. For example, Gastro Health, the largest private gastroenterology group in Florida, has been acquiring 

gastoenterology groups throughout 2017, the latest being an Aug. 3 deal involving Gastrointestinal Center of Hialeah.  

Gastro Health's goal, they said, it to become the dominant gastroenterology services provider in Florida in terms of size and scale—scale meaning the 

practice's reach or presence, they said.  
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DuPage Medical Group's acquisition of Northwest Health Care Associates, announced in June, is a fairly standard transaction involving two 

multi-specialty groups, Aprill said. Downers Grove, Ill.-based DuPage, however, could be positioning itself to become the next large national physician 

practice platform, he said.  

Overall, August was a good month for physician practice consolidation, Aprill said. There were six dermatology practice deals, demonstrating the interest 

in this space isn't slowing down.  

  

  

Mahoney noted that Mednax, a large publicly owned company that began as in the pediatrics space, drastically expanded its radiology practice in Florida 

in August by acquiring Radiology Associates of South Florida PA. Sunrise, Fla.-based Mednax, which previously provided tele-radiology services, now 

has launched an on-site radiology division, he said.  

Home Care  

Growth in the home care space also will continue through the end of 2017 and beyond, Herschman said. This, too, may take the form of joint ventures. 

Larger providers, like hospitals, have been spinning off home care and long-term care divisions by setting up joint ventures with other providers.  
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Christus Health, for example, entered into a joint venture with LHC Group that involves its home health agencies, hospice, and community-based 

services. LHC takes over the majority interest in the care sites, but Christus is holding on to some control. Hospitals are “cashing out” their majority 

interests in these providers, Herschman said.  

Many of these deals allow hospitals to “monetize certain noncore assets, focus more time and investment on core services, rely on experienced home 

health operators to manage and oversee their home health services, but retain some control over home health operations in their communities,” 

Herschman said.  

Fresenius Medical Care, the world's largest provider of dialysis products and services, signaled its expansion into the home health services market Aug. 

9, when it announced it will acquire NxStage Medical Inc, a U.S.-based medical technology and services company. Fresenius's acquisition of NxStage's 

portfolio of medical devices for use in home dialysis will position Fresenius as a global leader in home dialysis, a press release announcing the 

transaction said.  

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

To contact the editor responsible for this story: Peyton M. Sturges at PSturges@bna.com    

For More Information 

The lists of select transactions involving health-care providers, managed care and services companies for August 2017 and for 2017 year-to-date were 

compiled by health-care investment bankers using publicly available information, including articles, websites and press releases. 

The August list is at http://src.bna.com/sIK . 

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

Bloomberg BNA would like to thank its Health Care Transactions Editorial Committee for their guidance: Gary W.Herschman, of Epstein, Becker & 

Green PC, New York and Newark (gherschman@ebglaw.com ); Kevin J. Ryan, of Epstein, Becker & Green PC, Chicago (kyan@ebglaw.com ); Victoria 

Poindexter, of Hammond Hanlon Camp LLC, Chicago (vpoindexter@h2c.com ); Mike Tierney, of Hammond Hanlon Camp LLC, Chicago 

(mtierney@h2c.com ), Michael Mahoney, of Provident Healthcare Partners LLC, Los Angeles (mmahoney@providenthp.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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