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2Q 2019 OVERALL MARKET UPDATE AND ECONOMIC REVIEW

U.S. middle-market M&A activity has declined each quarter over the last twelve months, and but for a small
increase in 3Q18, this trend would have occurred for seven consecutive quarters. 2Q transaction value fell ~27%
YoY and ~15% from the prior quarter. The volume of transactions declined ~20% and ~15% over the same
periods, respectively. Middle-market healthcare M&A activity experienced similar declines. The bright spot in
middle-market M&A continues to be in transactions of less than $500 million in value, which continue to be more
stable on a relative basis.

Middle-Market Quarterly M&A Activity - All Sectors
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The only explanation for the reduction in M&A activity is buyer caution. Despite the economy’s strength, buyers
are playing defense in a recovery that remains robust yet undeniably long in the tooth. With an expansion
spanning 10+ years and counting, buyers feel it is prudent to make sure they have a chair when the economic
music stops. Buyers have also been operating in a much higher interest rate environment since the Fed began
raising rates in early 2017 in response to more rapid economic growth. Higher index lending rates (i.e. LIBOR)
have offset some of the benefits of more aggressive lending multiples and reductions in borrowing spreads.

As an active participant in the relatively stable market for transactions of less than $250 million in value, BCA’s
M&A volume over the last 24 months has been up slightly, but transaction value is up significantly, ~40%. We
believe these volume trends will continue; however, it may take a small and short-lived economic correction in
2021 before M&A activity returns to higher previous levels. With corporations having $1.5 trillion of cash on
their balance sheets, private equity firms with $1.2 trillion of investing dry powder and banks willing to lend
aggressively, it’s only a matter of time before M&A activity takes off. With stronger economic growth in 3Q and
4Q and the knowledge that there is rarely a recession in an election year, buyers may get up from their chairs
when they hear that sweet music and play the game.

The stock market in 2Q was highly volatile, experiencing large swings that mirrored
buyers’ and sellers’ vacillation between euphoria and desperation over trade with
China, the Fed’s interest rate policy and the strength of the economy. Despite this
uncertainty, all major indexes increased during the quarter and have flirted with
record highs. The S&P 500, NASDAQ and DJIA rose 2.6%, 2.3% and 1.3%, respectively.
However, for the first time in two years, the S&P 500 posted two consecutive
quarters of YoY earnings declines.

The resumption of trade talks with China has temporarily calmed markets and
significantly lessened volatility, at least through most of 3Q. Hopefully, the third time
is the charm in these negotiations. The Chinese economy is struggling with droves of
international companies relocating manufacturing facilities to more politically
friendly countries.

Although the economy continues to look reasonably strong, The Fed’s cautious
approach to interest rates is just mindboggling. Who remembers the last time the
Euro to USD ratio was this close to 1:1? The economy is like a lot of large objects, it
takes time to accelerate and slow down. The Fed seemed to raise rates very
aggressively when the economy was growing at 3% but has been slow to lower rates
as it decelerated to 2%. Hopefully, the Fed eases rates before we lose this race with
our global trading partners. Thank God for the U.S. consumer.
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2Q 2019 OVERALL MARKET UPDATE AND ECONOMIC REVIEW

NON-FARM PAYROLL GROSS DOMESTIC PRODUCT

2Q job growth remained strong and closely resembled that of 1Q, creating 562K jobs in the latest
quarter, or ~187K per month, versus 520K in total and ~173K per month in the prior period. Like
the last quarter, 2Q included a tepid month with May coming in at 75K new jobs created. New job
growth has been slower 2019 YTD than for all of 2018, averaging 173K versus 187K per month and
representing a 7.5% decrease. However, similar to our commentary in the last quarterly, job
growth is very impressive for the 10t year of an economic expansion. The economy added 164k
jobs in July and 130K in August, both very solid numbers. Full steam ahead.
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UNEMPLOYMENT

U-3 unemployment continued to trend down, finishing the quarter at 3.7% versus 3.8% during the
prior period. Similarly, U-6 unemployment finished the quarter at 7.2% versus 7.3% the prior
period. Unemployment is at 50-year lows for almost all minority groups including Hispanics,
Asians, African-Americans and women. We believe there is still room for substantial improvement
despite some experts believing we are nearing or at full employment. The labor participation rate
reached 63.2% in August, signifying that another 750K+ people entered the workforce over the
last quarter and following two months.
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The U.S. economy remains strong and continues to significantly outperform the rest of
the free world. GDP grew 2.0% in 2Q down from 3.2% in 1Q. However, most economic
fundamentals and metrics are strong and point to continued growth. GDP has exceeded
the 2.7% median growth rate in 7 of the last 10 quarters. Media drumbeats of “Russia,
Russia, Russia” have been replaced by “Recession, Recession, Recession”. Unless we talk
or scare the U.S. consumer into decreasing spending, there are absolutely no signs of
recession on the horizon.
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All fundamentals such as strong job creation, low unemployment, improving productivity,
high consumer confidence, lower inventory levels and solid GDP point toward an
expanding economy. The biggest drags on the U.S. economy are fears of a trade war
with China and high interest rates. Uncertainty has caused some U.S. companies to
reduce inventory purchases and capital spending. Higher interest rates have negatively
impacted construction starts and raised borrowing costs. Most economists believe that
higher interest rates have trimmed as much as 1% from GDP. It is hard to estimate the
cost of trade tensions with China. Fortunately, Chinese producers and the government
have absorbed almost the entire cost of higher tariffs rather than transfer this expense to
U.S. consumers in the form of higher prices. Hopefully, the recent Fed rate cut will begin
to make a positive impact on growth and the U.S. and China will strike a deal on trade.

Another headwind that is slowing the U.S. economy is the USMCA trade agreement, the
replacement for NAFTA. Most economists believe this new trade agreement would add
140K new jobs and increase GDP by at least 1%. It would also give the U.S. substantial
leverage in negotiating a trade deal with China. Our trade with Mexico and Canada
dwarfs that with China. Let’s hope USMCA gets approved soon and we stop the self-
inflicted wounds on our economy.



QUARTERLY MIDDLE-MARKET M&A ACTIVITY

= Middle-market M&A volume and value continued to decline in 2Q19. ANNUAL M&A ACQUIRER — TYPE

— 2Q19 volume of 1,320 deals was 20.3% lower than the 1,657 transactions in 8,000 -
2Q18 and 15.5% lower than the 1,562 transactions in 1Q19. 6,612 6,851 6,648 6,976 6,956

— 2Q19 transaction value of $179.8 billion was 27.3% lower than the $247.4
billion value of 2Q18 and 14.6% lower than the $210.5 billion in value in 4818

1Q19. o35 DG2-3%
65.2% IG5 1% G 6.9% =

6,000 - 5,389

— Note: 2Q19 transaction volume and value are slightly artificially low due to 4,000 - o8 3%

the lag in gathering data on middle-market transactions. 64.4% 2,882
= While M&A activity is slightly down, the middle-market has been relatively sheltered 2000 4 .
from the volatility in the broader public equity markets. Valuation multiples remain ’ —_—— 37.7%
high as sponsors continue to have dry powder and ample access to debt financing. 31.7% 35.6% 34.8% e P e -
Buyers prioritize high-growth or tuck-in opportunities given valuation multiples. 0 =
= Middle-market M&A activity is expected to remain stable through the end of 2019 2012 2013 2014 2015 2016 2017 2018 2019

despite the aging economic cycle and increasing volatility in the broader market. mSponsor Backed  m Corporate M&A

QUARTERLY MIDDLE-MARKET M&A — VOLUME QUARTERLY MIDDLE-MARKET M&A — VALUE
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PRIVATE EQUITY ACTIVITY

= Private equity (“PE”) funds invested $158 billion in 1,310 transactions in the first MIDDLE-MARKET PE ACQUISITION ACTIVITY

half of 2019, representing ~36% of the transaction value and ~42% of the

volume completed in 2018. 3,105
— PE middle-market activity increased slightly in 2Q19 compared to 1Q19, 2407 2,630 i ‘
though the YTD volume and transaction value trail 2018 levels. 2,243 2,266 ' B
1,916 pe—
— Sponsor-backed transactions continue to represent a growing percentage of 1,677
M&A activity, up from 37.7% of transactions in 2018 to 44.6% in YTD 2019. 1,310
— Despite a continued focus on add-on acquisitions, the median middle-
market PE transaction size continues to rise, increasing from ~$183 million in © 3 2 b o o g o
2018 to ~$220 million in YTD 2019. & & 3 3 3 a 3 a
— With equity to deploy and access to debt financing, PE buyers prioritize high- 2012 2013 2014 2015 2016 2017 2018 2019
growth opportunities given middle-market valuation multiples remain B Deal Value ($B) # of Deals Closed
elevated.
» US PE middle-market exit activity continues to be slow with only $60 billion $220
realized across 319 transactions in the first half of 2019 compared to $209 billion (M) s171 $183
$160

across 997 transactions in full year 2018.

= PE firms raised $23 billion across 27 new middle-market funds in 2Q19. The 5110

average new fund size has continued to increase in YTD 2019.
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LEVERAGED LOAN MARKET

= Middle-market credit conditions have remained stable and sheltered from broader RECENT LEVERAGED LOAN STATISTICS
market volatility. High-quality companies, particularly PE-backed, have ample access
to debt capital, further supporting elevated valuation multiples in the middle-market. Leverage Pricing and Fees
= Lenders are becoming more cautious of lower-quality borrowers due to pressure on . Bank Non-Bank
the broader credit market from extensive covenant-lite structures and an expanded Libor (3-month) 2.63% 2.63%
economic cycle. Pricing L+(4.0-4.5%) L+(5.0-5.5%)
= “Covenant-loose” structures (with one or two maintenance covenants, or just Floor ) )
leverage maintenance) have become more prominent in the private debt market in Upfront Fees 50 bps 50 bps
2019, as lenders reserve more lenient covenant-lite structures for larger companies. Unused 25 bps 50 bps
= |n August, the yields on the 2-year and 10-year Treasury notes inverted for the first
time since 2007. While the yield curve has since steepened, some investors see the Debt as Multiple of EBITDA
brief inversion as an early indicator of a looming recession given the aging recovery. Senior Debt Total Debt
= In September 2019, the FOMC voted to reduce the overnight fed funds rate by 25 Healthcare Services 4.5x 3.5X
bps to 1.75% - 2.0%, representing only the second rate reduction since 2008. Healthcare IT 5.0x 7.0x
Non-Healthcare 5.0x 6.0x

= Middle-market loan issuance is expected to continue to trail 2018 levels, keeping
pricing and rates borrower friendly for high-quality opportunities due to lender

demand. Note: Indicative debt multiples are for borrowers with at least $10 million of EBITDA.

LOAN ISSUANCE FOR THE MIDDLE-MARKET (<$100M) U.S. PE BuyouT MULTIPLES
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HEALTHCARE INDUSTRY OVERVIEW

= |n 2Q19, the NASDAQ Healthcare Index trended below the broader equity market, LTM HEALTHCARE INDEX vs. S&P & NASDAQ
experiencing a fair amount of volatility over the LTM ended June 30, 2019. 120%
= Healthcare remains an active M&A sector for the middle-market as investors seek —S &P 500 e NASDAQ NASDAQ Healthcare

recession-resistant opportunities in the aging economic cycle.

— 2Q19 middle-market healthcare M&A activity consisted of $21.5 billion of
value across 146 transactions, compared to $26.2 billion from 171
transactions in 1Q19 and $30.4 billion from 207 transactions in 2Q18.

— Note: 2Q19 transaction volume and value are slightly artificially low due to 100%
the lag in gathering data on middle-market transactions.

® Payers continue to be active in the M&A market including Anthem’s announced
acquisition of Beacon Health and UnitedHealth Group’s announced acquisitions of
Equian for $3.2 billion and PatientsLikeMe.

® [arger transactions continue to represent a shrinking percentage of middle-market
healthcare activity, as investors prioritize add-on acquisitions. 80%

® Middle-market healthcare M&A activity is expected to remain steady throughout Jun-18 Sep-18 Dec-18 Mar-19 Jun-19

2019 despite the aging economic cycle.
Source: PitchBook

QUARTERLY MIDDLE-MARKET HEALTHCARE M&A - VOLUME QUARTERLY MIDDLE-MARKET HEALTHCARE M&A - VALUE
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HOME HEALTH AND HOSPICE SECTOR OVERVIEW

COMMENTARY

= The two most notable M&A transactions announced during 2Q19 were:

STOCK INDICES PRICE PERFORMANCE

127%

— Advent International’s acquisition of Dallas-based AccentCare from Oak Hill
Capital Partners. AccentCare provides home health, hospice and private duty
services in 175 markets across 16 states and will generate approximately $950
million in 2019 revenue. Oak Hill previously ran a process to sell AccentCare in
2017 but the bids were not sufficiently attractive at that time.

120%

108%

07%
100%

— Encompass Health’s (NYSE: EHC) acquisition of Alacare Home Health & Hospice
for $217.5 million. Alacare operates 23 home health and hospice locations
across Alabama and generated approximately $117 million in 2018 revenue.

= BCA expects hospice M&A to remain very active for the remainder of 2019.
However, we expect home health M&A activity will be muted due to uncertainty
surrounding the January 2020 implementation of the Home Health Patient Driven
Groupings Model (“PDGM”).

80%
Jul-18

Oct-18
emmmmHome Health & Hospice emmm=S&P 500 e====NASDAQ

Jan-19 Apr-19 Jun-19

VALUATION ANALYSIS

PuBLIC COMPANY ANALYSIS SELECT M&A TRANSACTIONS

(SM, except share prices)

M,
Stock Price % of 52-Week TEV / Revenue TEV / EBITDA nnunced TEV LTM Multiple
[« Tick 6/30/19 High L TEV LTM NTM LTM NTM . o
QIBANY icker __6/30/ & o Date Target Acquiror TEV  Revenue EBITDA
Addus HomeCare ADUS $74.95 96% 136% $956 1.7x 1.5x 20.8x 17.7x
. 5/16/19 AccentCare Advent International $909 N/A N/A
Amedisys AMED $121.41 86%  143% 4,409 2.5x 22x  21.2x  20.4x
LHC Group LHCG $119.58 98%  148% 4,042 2.5x 19x  25.1x  18.7x 4/1/19 Alacare Home Health & Hospice Encompass Health 218 1.9x N/A
Chemed Corp CHE $320.07 95%  123% 5,463 3.1x 29x  183x  16.8x
Average 2.5x 2.1x 21.4x 18.4x
Median 2.5x 2.1x 21.0x 18.2x
Note: Data per SEC filings and PitchBook.
B|C 7
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OUTSOURCED HEALTHCARE SERVICES OVERVIEW

COMMENTARY STOCK INDICES PRICE PERFORMANCE

* Hospitals have always outsourced technology, financial services and facility 130%
management. 120%
— Hospitals have historically worked with emergency and hospitalist management 110% 108%
companies. 100% 107%
— The ED is particularly important as it generally accounts for 40-50% of inpatient 90%
admissions.
80%
— The ED management industry remains highly fragmented with the largest players 20% 68%
controlling less than 20% of the market.
60%
— Anesthesia, telemedicine and radiology are additional outsourced clinical services Jul-18 Oct-18 Jan-19 Apr-19 Jun-18
that should experience growth. e Outsourced Healthcare Services  emm==S&P 500 e====NASDAQ

VALUATION ANALYSIS
PuBLIC COMPANY ANALYSIS SELECT M&A TRANSACTIONS

(SM except share prices)

StockPrice % of 52-Week TEV / Revenue TEV / EBITDA TEV LTM Multiple

Ticker 6/30/19 High Low TEV 2018 2019P 2018 2019P Target Acquiror TEV Revenue  EBITDA

MedNax MD $25.23 52% 109% $4,370 1.2x 1.2x 7.5x 7.8x 6/18/19 Leading Edge Medical Associates American Physician Partners Confidential Market Knowledge
Healthcare Services Group HCSG $30.32 62% 107% 2,198 1.1x 1.2x  17.9x 16.0x 6/3/18 Capital Emergency Physicians American Physician Partners

AMN Healthcare AMN $54.25 82% 120% 3,186 15x  1.4x  11.8x  10.6x 4/24/19  Emergency Care Partners Ascension Emergency Physicians N/A N/A N/A
Cross Country Healthcare CCRN $9.38 74% 139% 419 0.5x 0.5x 16.9x 12.8x

ASGN ASGN $60.60 64% 120% 4,391 1.2x 1.1x  10.3x 8.6x

Average 1.1x 1.1x 12.9x 11.2x
Median 1.2x 1.2x 11.8x 10.6x

Note: Data per SEC filings and PitchBook.




BEHAVIORAL HEALTH OVERVIEW

COMMENTARY STOCK INDICES PRICE PERFORMANCE

* The behavioral health market is large and fragmented at over $300 billion, with 130%
attractive underlying industry tailwinds.

120%
— Nearly 1 in 25 adults, or 10 million individuals, in the U.S. live with a serious 110% 108%
mental illness. 100% 107%
— The market is expected to grow. 90%
= Demand for mental health services continues to surge and outstrip current market 80%
0,
capacity. 70% 70%
0,
— 60% of adults with mental illness did not receive mental health services in the last 60%
year. 50%
) . o . ] ) o Jul-18 Oct-18 Jan-19 Apr-19 Jun-18
= Qutpatient behavioral modalities continue to grow in sectors like psychiatric, MAT e Behavioral Health emmmm=S&P 500 emmm=NASDAQ

and telepsychiatry.

VALUATION ANALYSIS

PuBLic COMPANY ANALYSIS SELECT M&A TRANSACTIONS

(SM, except share prices) (5M)
Stock Price % of 52-Week TEV / Revenue TEV / EBITDA Announced _TEV LTM Multiple
Company Ticker  6/30/19  High Low TEV LT™M NTM LT™M NTM Date Target Acquiror TEV___Revenue EBITDA
American Addiction Centers AAC $1.84 15% 138% $428 1.6x 1.5x N/A 8.4x 7/9/19 Integrated Telehealth Partners Psychiatric Medical Care N/A N/A N/A
Acadia Healthcare ACHC $29.31 65% 121% 6,309 2.1x 2.0x 10.8x 10.4x 5/7/19 Two Inpatient Psychiatric Hospitals Perimeter Healthcare N/A N/A N/A
Universal Health Services, Inc. UHS $130.39 92% 119% 16,117 1.5x 1.4x 9.5x 8.6x 5/6/19 Hopebridge LLC Arsenal Capital Partners N/A N/A N/A
5/2/19 Addiction Medicine Care Pinnacle Treatment Centers N/A N/A N/A
Average 1.7x 1.6x 10.2x 9.1x
Median 1.6x 1.5x 10.2x 8.6x

Note: Data per SEC filings and PitchBook.




ALTERNATIVE SITE / OUTPATIENT SERVICES OVERVIEW

COMMENTARY STOCK INDICES PRICE PERFORMANCE

Physician practice management in outpatient settings with ancillary revenue streams will 120%
continue to attract capital from investors.
110% 107%
= The dental, dermatology and ophthalmology sectors all have 25+ private equity-backed 08%
platforms. 100%
= Gastroenterology and ENT are subspecialties attracting interest from private equity. 90%
= Orthopedics continues to see accelerating transactional activity, including multiple large 82%
regional platforms currently active in market. Valuation drivers include (i) sustained, 80%
demonstrable growth, (ii) comprehensive ancillary service offerings, and (iii) platforms 70%
with significant scale. Enhanced scale gives practices negotiating leverage, allowing them
to apply pressure on payers for reimbursement terms. 60%
Jul-18 Oct-18 Jan-19 Apr-19 Jun-19

The outpatient physical therapy sector continues to consolidate and attract consistent
private equity interest. Motion PT, one of the larger PT providers in the Northeast,
acquired seven practices in June, which pushes its platform past 100 locations and results
in entry into another new state.

— Additionally, Partners Group made a significant equity investment in Confluent
Health, a leading PT platform with a diversified business model, to further
Confluent’s ongoing organic and acquisition growth initiatives.

VALUATION ANALYSIS

PuBLIC COMPANY ANALYSIS

e Alternative Site & Outpatient Services emm=S&P 500 === NASDAQ

(sm)

SELECT M&A TRANSACTIONS

Stock Price % of 52-Week TEV / Revenue TEV / EBITDA Announced TEV LTM Multiple

Company Ticker  6/30/19 High Low TEV ITM NTM  LTM  NTM Date W . CX Eaie FENE
6/27/19 Radiology Affiliates Imaging Radiology Partners N/A N/A N/A
Davita DVA $56.26 71% 130% 22,479 2.0x 1.9x  10.5x 9.1x 6/11/19  Seven Practices in NY, CT & NJ MOTION PT Group N/A N/A  N/A
Fresenius FRE $54.21 66% 125% 55,909 1.5x 1.4x 8.0x 4.8x 6/6/19 US Digestive Health Amulet Capital Partners N/A N/A N/A
Encompass Health EHC $63.36 77% 112% 9,124 2.1x 1.9x 9.7x 8.3x 6/5/19 AppleWhite Dental Cordental Group N/A- N/A- N/A
U.S. Physical Therapy USPH $122.57 95%  128% 1,647  3.6x  3.3x 203x  17.9x 6/4/15  Pinnacle Dermatology Rush University Medical Center VA NA N/
6/4/19 Longlsland IVF Reproductive Medicine Associates of New York N/A N/A N/A
Select Medical SEM $15'87 73% 122% 6,260 1.2x 1.2x 9.6x 7.2x 5/31/19 Orthopaedic Neurosurgery Specialists ~ Kohlberg & Co N/A N/A N/A
Surgery Partners Inc. SGRY $8.14 44% 107% 2,486 1.4x 1.3x 7.3x 6.4x 5/30/19 Confluent Health Partners Group $222.0 N/A N/A
5/29/19 Rodeo Dental & Orthodontics Bain Capital Double Impact N/A N/A N/A
5/23/19 Canopy Partners Radiology Partners N/A N/A N/A
Average 2.0x 1.8x 10.9x 8.9x 5/14/19 Greensboro Radiology Radiology Partners N/A N/A N/A
Median 1.7x 1.7x 9.6x 7.7x 5/7/19 North Florida OB/GYN Women’s Care Enterprises N/A N/A N/A
4/15/19 Radvanced Diagnostics Group Akumin Inc. 214.0 N/A 7.1
4/3/19 Institute for Women’s Health Women’s Health USA N/A N/A N/A
Note: Data per SECfiIings and PitchBook. 4/2/19 Southeast Gastro Gastro Health N/A N/A N/A
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BRENTWOOD CAPITAL ADVISORS OVERVIEW

TRANSACTION ACTIVITY REPRESENTATIVE HEALTHCARE TRANSACTIONS

— Subordinated Debt

Recapitalization

— PE-Sponsored Transactions
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