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In this issue:
• Hospital makes $120 million bet on virtual
and augmented reality training center.

• ZirMed, backed by Sequoia, heads to the
market for an IPO or a sale. The
company may fetch $1.0B valuation.

• Healthcare logistics software company,
GHX, is sold to Singapore-based
Temasek

• Warburg Pincus buys majority stake in
the EMR vendor, Modernizing Medicine.

•Apple pays $200 million for Lattice; an AI
company for dark data.

• Sequencing liquid biopsy company,
Guardant Health, raises $360 million.

.

XEN Partners

There is a saying that Silicon Valley’s culture is like Tasmania or Madagascar
because it develops different life-forms than anywhere else. For the past few decades,
the area has been home to disruptors who do not sail on other people’s waves, but
create their own. While most of us are busy worrying about MIPS and MACRA and
how to implement bundled payment programs, entrepreneurs in the Valley’s are
working on longer-term and highly ambitious healthcare projects. Below are just a few.
You may think that some of them are outrageous or even mad, but often times, the
dreamers with big ideas actually pull it off.

Next generation “compressed analytics”- The Valley has had a long history
of excellence in building utilitarian horizontal technologies such as relational data
bases. Now a few companies are tackling healthcare analytics by building
assessment and risk engines that, through algorithm, can house millions of pages of
peer reviewed medical research and validated, evidence-based articles; building
computable repositories of medical knowledge about a wide variety of of diseases.
These engines can then ingest EMR data, family history and genetic tests and
calculate probability of onset of disease. Coupled with deep learning technology -
which can make inferences, the engine continuously improves its accuracy. We are
seeing early signs of success which makes us optimistic about the future of preventive
and prescriptive medicine. It will take a while, but we can envision a scenario where
our chief focus will change from “sick care” to “health care”.

Dr. Alexa- The confluence of cloud technologies, advanced NLP (Natural Language
Processing), deep learning and the vast medical knowledge banks discussed above,
will some day enable us to conduct interactive sessions with virtual doctors.
Technologies such as Amazon’s Alexa development platform, can be coded for a
variety of healthcare applications starting first as a symptom checker moving to a
recommendation engine, monitoring our vital stats by synching with mobile
apps/wearables, ordering our medication, etc. Some psychologists believe that our
intimate relationship with such a “knowledgeable” and “personalized” platform will be
close and enduring. This bond will, undoubtedly, turn the doctor/patient relationship on
its head and can seriously agitate the economics of the industry.

Longevity- At least a dozen companies, including Google, are pouring billions of
dollars to slow the rate at which people age. Aging is the main precondition for many
diseases. Statistically, accidents and violence are known to be the leading causes of
death up to age 44 then cancer rises to the top and then at 65 heart disease. The
longevity scientists are focusing on technologies ranging from growing new organs
from people’s DNA, working with enzymes that regulate aging, to using machine
learning to crunch genomics data to search for biomarkers that predict mortality;
teasing out genes that control life span. With the speed of current advancements,
many scientists believe that we will be able to “crack” the aging code in the next 20-30
years. For now the bulk of spending will be in the last few years of the person’s life,
but imagine a world where we keep aging at the rate we age between 20 and 30. Can
death become an optionality? This phenomenon will single handedly change medicine
forever but will bring with it unimaginable social and economic consequences.

No wonder the song, “California Dreamin”, is moving up the charts in the Valley.

http://www.xenpartners.com/
mailto:Afsaneh@XenPartners.com
mailto:Jason@Marlinllc.com
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Hospital Makes $120 million bet on VR

The University of Nebraska Medical School has broken
grounds on $120 million facility which will be used to
train physicians and nurses on next generation care
delivery using virtual and augmented reality technology.
We are slowly finding out that the use of this technology
expedites recovery and helps with depression; and that
is just a start.

Apple buys AI company Lattice Data for $200
million; a specialist in unstructured dark data
Lattice has an inference engine to take unstructured
“dark” data and turn it into structured information.
Although the company’s technology is relevant to many
verticals, rumors are that the main reason Apple picked
up the company was for healthcare applications. The
engine has the ability to parse through reams of
unstructured healthcare data including the ones residing
in EMRs. Lattice has previously raised $20 million from
the likes of Google Ventures. According to IBM, 90% of
the data produced to date has been produced in the past
two years, with 70-80% being unstructured.

Merck and Amazon join hands to develop a
diabetes app for Alexa
The two companies are challenging developers to build
an Alexa app for diabetes. Penn Medicine and
Commonwealth Care Alliance are already running pilot
programs on Alexa. As we wrote in our editorial, we
believe voice-enabled personal assistant platforms will
become an integral part of healthcare eco system.

Amazon is flirting with the idea of becoming a
PBM
In some markets like Japan, the company is already
selling medical devices and medications. Today the
medications that are sold on the site are through
partners. We understand that Amazon is busy recruiting
a general manager for the division. Despite the fact that
there are formidable players in this market with
entrenched positions, we think the odds of Amazon
succeeding are pretty high.

The market has been talking about Amazon getting into
healthcare in a big way. We think that time has arrived.
Amazon is no longer an eCommerce retailer, it is the
most powerful digital intermediator.

EnsoData gets FDA clearance for sleep
analysis software
We celebrate each time a software application gets FDA
approval. The privilege is no longer limited to drugs or
devices. EnsoData uses machine learning to analyze
sleep quality and aid in diagnosis of sleep or respiratory
related sleep disorders. The software was validated in
clinical studies using signals from standard PSG
systems, and the algorithmically calculated scoring
system is based on current American Academy of Sleep
Medicine (AASM) guidelines.

CAPITAL RAISING ACTIVITY
Guardant Health based in Redwood City, CA
raises $360 million
The company was seeded by Sequoia Capital in 2013
and has raised over $500 million to date. Guardant is
another well-funded liquid biopsy company joining the
ranks of Grail and Freenome. The main focus of most of
these companies is on oncology and optimizing the best
treatment protocol. The future of beating and treating
cancer is bright.

Modernizing Medicine based in Boca Raton,
FL receives $231 million equity investment
from Warburg Pincus
The capital raise is both a primary and secondary issue;
providing liquidity to funds such as Summit Partners. The
company is a top notch EMR vendor for certain
specialties such as plastic surgery, gastro and
ophthalmology. The new capital will be invested in
expanding the technology bench such as automating
prior authorization, and data interoperability. One of the
reasons we like this company is the fact that physicians
wrote the software which makes the system fairly
intuitive.

Clover Health based in San Francisco, CA
raises $160 million
Given the obvious demographic of our country, taking
care of MA population is a big business. As an insurer,
Clover’s members are only seniors. The company needs
a lot of capital to expand state by state. Clover is still
small compared to other MA insurers having only 16K
members. But Clover charges no extra fees by going
outside network hospitals and doctors and it routinely
scrubs patient data to predict and manage member’s
illnesses and conditions. The valuation is rumored to be
around $1.0B. Funds raised to date are $300 million.
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Science 37, based in Los Angeles, CA
attracts $29 million of investment
This brings the total capital raised to date close to $70
million. Amgen is a new investor. The company’s
software is essentially a virtual network for clinical
trials. It assists in patient recruiting where the patient
can use telemedicine and remote technologies to keep
track of their results. Furthermore, it allows the
physicians/nurses to stay close to their patients that are
participating in clinical trial. For CROs and pharma they
can reach a wider population particularly in rural areas.
Today only 5% of minorities participate in clinical trials.
Not only this is an honorable cause, but it goes a long
way to make these trials more successful.

Boston, MA-based Zapprx secures $25
million of capital
Zapprx allows pharmacies, patients and providers
communicate on single platform for prescription
management. This is particularly relevant for specialty
and expensive drugs. Through digitizing the paperwork,
the patient can receive their medications faster and
Zapprx can collect data insights to the pharma
companies. Company’s total capital raise is $41 million
so far. Google Ventures is a new investor.

Assey Depot based in Solana Beach, CA
attracts $24 million
Renamed Scientist, this is a market place that connects
pharma researchers to various service providers. The
system allows researcher to outsource research
services. The solution also compares prices to help its
clients manage a distributed global network of research
supplies. The company calls itself a match maker and
concierge service provider. We like that.

Capsule, based in New York, NY raises $20
million
Capsule is building a comprehensive pharmacy
platform so consumers, doctors, hospitals, payers and
manufacturers can exchange information about
medication in real time feedback loops. That is the long
term vision of the company. For now, when the doctor
uses the app to order the medication, the system
dispatches a messenger to pick up the prescription and
deliver it anywhere in NYC within two hours at no extra
cost. PillPack and another NYC-based company, Blink,
also play in the same sandbox. The market is huge and
inefficiencies are as big. There is room for many well-
funded companies in this space.

Sharecare of Atlanta, GA receives $100 million
from Summit Partners
Dr. Oz is at it again. The company has raised over $300
million to date and has made 11 acquisitions in the past
six years. The company, at its heart, is a wellness
engagement platform. Products are sold to payers,
employers and consumers. Although we believe that the
wellness space needs to consolidate, we are not big
fans of serial acquirers in the space.

Blink Health based in New York, NY raises $90
million
Blink is a price transparency company that is focused
solely on medication but it extends that capability to the
actual purchase of the drug unlike GoodRx, another
competitor. Over 57,000 pharmacies accept Blink. The
company negotiates bulk pricing in advance and tries to
pass along part of the discounts that the pharma pays to
the pharmacies to the patient. Once the patient
downloads the app, they can find the cheaper price at
their pharmacy; keeping them from hopping from place
to place. To date the company has raised $165 million.
The platform has over one million users.

Epic Sciences, based in San Diego, CA raises
$40 million
Another liquid biopsy company with big aspirations. For
many decades, scientists have studied the cell to
understand biological functions and disease
progression. Epic’s platform measures both phenotypes
and genotypes for rare diseases. So far the company
has raised close to $85 million.

VitalConnect of Campbell, CA raises $33
million
This is the company’s series C round bringing total
funding to $65 million. VitalConnect focuses on the most
critical patient population monitoring their vitals via a
patch containing advanced biosensors. The device can
seamlessly communicate with caregivers measuring skin
temperature, heart rate, single-lead ECGs and more.
We like this company.

San Francisco, CA based Medrio inks a $30
million capital raise
The company is the only viable competitor to Medidata.
Both are in the clinical software business. The heart of
this business has to do with how quickly one can capture
the clinical trial data to help CROs to quickly set up trials
through easy to use drag and drop interface. The
company has conducted 2,000 trials to date.
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M&A TRANSACTIONS

ZirMed, based in Louisville, KY on the
block exploring a dual track process
ZrMed is the only independent large RCM player left
in the market. Both Passport and Navicure have
already been sold. Valuation talks are around $1.0
billion on EBITDA of $45 million. Our bet is that this
will be a sale and not an IPO.

CD&R and Hillhouse CareCapital snap up
Carestream Dental based in Rochester, NY
CareStream Dental provides a complete array of
services to the dental community including
equipment, imaging systems and practice
management. The company has a global footprint
and has been around for over 100 years. CD&R has
the Midas touch when it comes to global distribution
businesses.

ArroHealh of Hauppauge, NY is picked up
by CIOX Health
The target has been around since 1991 and offers
sophisticated services for chart retrieval and risk
adjustment services for health plans and providers.
It offers HEDIS solutions to Medicare Advantage,
Medicaid and commercial insurers. Two way
exchange of EMR information is a big business.
Payers are willing to pay top $$ to get access to
their members’ clinical information. ArroHealth is a
solid player in this area. The combination is
marriage made in heaven. CIOX is in the release of
record business.

HIMSS buys Health 2.0 conferences
HIMSS is an established and reputable institution in
the HIT world. Health 2.0 is best known for
showcasing the next generation companies and
technologies through their conferences and
seminars. Two great firms joining hands in
educating us about our industry is a good thing.

Entrada Health of Brentwood, TN is picked
up by NextGen Healthcare Information for
$34 million
Entrada is a clinical documentation and
collaboration software tool. QSII, the parent
company of NexGen offers comprehensive
EMR/practice management and RCM services This
acquisition is a good round up of their capabilities.

OM1 located in Cambridge, MA raises $15
million as its first institutional money
The company used to be called Better Outcome. The
business is essentially a sophisticated platform that
measures providers’ clinical outcomes for CMS
reporting. Increasingly this type of technology is
becoming a lot more important for the system. We are
basically bringing computation to an area that has had
no “unit of measurement” before.

Livermore, CA-based POC Medical raises
$14.5 million
This is a novel technology which allows physicians to
have a point of care (POC) testing for breast cancer
through a blood test. The technology will be rolled out in
India first. The test generates results in 15 minutes. We
love any company that can address breast cancer more
efficiently, more quickly and bring that type of cheap
screening to less fortunate countries

Mountain View, CA- based EchoPixel raises
$10 million of capital
We love the medical imaging industry. Visualization
goes a long way in helping practitioners finetune their
treatment plan. The company has an interactive virtual
reality technology that provides fast, accurate, 3-D
models for a range of medical procedures. The
technology can convert existing DICOM pictures into a
life size virtual reality pictures. How cool is that!

Salucro Healthcare, a patient payment
company, based in Palo Alto, CA in the
process of raising $10 million of funding
This space is so crowded and yet we keep seeing new
entrants trying to carve a niche for themselves. The king
in the space is, of course, InstaMed. Solucro, like most
others, focuses on patient responsibly portion of the bill.

Doc Halo of Cincinnati, OH raises $11 million
We are seeing Bain Capital Ventures do smaller deals.
This is company’s Series A. Doc Halo is a clinical
communication company with solutions ranging from
messaging (between care teams and the patient),
appointment scheduler to finding in-network physicians.
Looks like a solid offering to us.
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WRB Communication of Chantilly, VA is
picked up by Envoy Health for $30 million
WRB is a multi-channel contact center company for
healthcare manufacturers and service organization
including remote patient monitoring companies. Envoy
Health provides pharmacy management services for
hospitals, payers and pharma manufacturers. Envoy’s
parent company, Diplomat Pharmacy, is a public
company operating independent specialty pharmacies.

Omnicell picks up InPharmics of Madison, MS
Omnicell, a public company with enterprise value of $1.6
billion, is a medication and pharmacy automation
company. InPharmics, which is in the same business,
has a special focus on acute care hospital pharmacies.
A good combination for both companies.

Patient Accounts Services and the Sirrus
Group merge to become Acclara Solutions
The combined company will provide patient financial
responsibility payment services processing 7 million
accounts per year, insurance reimbursement and
conversion assistance. We welcome more consolidation
in the RCM space.

Docutap buys Lightshed Healthcare based in
Atlanta, GA
Lightshed, founded in 2013, is an online self-scheduling
software company with rich functionality and features
such as broadcasting wait times and queue order. This
makes a lot of sense for DocuTap, a comprehensive
EMR solution provider for the urgent care and on-
demand primary care clinics.

INTERNATIONAL TRANSACTIONS

Temasek, the sovereign fund of Singapore,
buys healthcare logistics company, GHX from
Thoma Bravo
Temasek is a $240 billion fund. Their ticket size is large
and their investments are across many industries. GHX
is the leading company in the healthcare logistics space
with an interesting history as an industry consortium. At
the time of the sale to Thoma Bravo in 2014, the
company had 20 shareholders amongst medical product
manufacturers. They claim to have saved over $4 billion
for their clients through enabling faster, more efficient,
and more accurate procurement processes.
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Armor Defense based in Richardson, TX
receives $89 million from Singapore based
ST Telemedia
This is the Amazon cloud for healthcare. Out of the
box, the company offers HIPPA and PCI compliant
cloud hosting and separates the healthcare
information from the rest of the IT infrastructure. The
company has a global foot print with 1,200 customers
in 40 countries We are seeing increased activity by
Singaporean funds in the U.S. healthcare industry.

Image Stream Medical of Littleton, MA is
picked up by Olympus of Japan for $87
million
Image Stream provides clinical visual collaboration
solutions that are used in procedure rooms and
virtual care setting. The company is essentially an
embedded software for medical displays.

MD International AB of Sweden raises $25
million
The company is an on-line platform for patients to
communicate with their doctors. EQT Ventures, an
active healthcare investor, is the sole investor. The
company has raised $37 million to date.

NASDAQ-listed BioTelemetry purchases
Swiss based LifeWatch AG for $270 million
LifeWatch is a premier player in the remote cardiac
monitoring solutions. BioTelemetry is in similar
business in the U.S. and operates under CardioNet.
For a company with enterprise value of $800 million,
this is a big bet, but worth taking.

Siemens buys San Francisco, CA- based
Medicalis
Medicalis is one of the oldest players in image
utilization and optimization services. HLM Ventures
first invested in the company back in 2008. Since
Siemens sold their HIT business to Cerner, the
company has predominately focused on expanding
their imaging business.

San Francisco, CA-based Sycle is picked
up by Cochlear of Australia for $78 million
The target is the world largest PM software company
in audiology. Over 20K hearing care professionals in
7K locations use the solutions. The buyer, Cochlear,
is a large listed company with over $6.3B in
enterprise value. Choclear makes implantable
hearing solutions. The acquisition will certainly
expand the profile of the company in the industry.
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Company Market Enterprise
(USD millions) Cap Value  CY2016A  CY2017E  CY2016A  CY2017E  CY2016A  CY2017E  CY2016A  CY2017E

Cerner 20,003 20,210 4.3x 3.9x 15.4x 11.8x 8% 10% 28% 33%
Veeva Systems 7,581 7,062 13.0x 10.7x 58.0x 35.1x 33% 21% 22% 31%
athenahealth 4,519 4,663 4.3x 3.6x 43.5x 15.1x 17% 19% 10% 24%
Medidata 3,325 3,214 6.9x 5.8x 49.0x 24.0x 18% 19% 14% 24%
Health Equity 2,574 2,394 13.4x 10.7x 44.0x 29.8x 41% 25% 30% 36%
Allscripts 2,323 3,986 2.6x 2.3x 26.2x 11.3x 12% 11% 10% 21%
CompuGroup Medical 2,216 2,581 4.2x 3.9x 22.4x 16.0x 3% 10% 19% 24%
The Advisory Board 1,898 2,372 3.0x 3.0x 19.1x 12.0x 5% 0% 15% 25%
Inovalon 1,853 1,547 3.6x 3.5x 20.9x 14.6x (2%) 4% 17% 24%
Omnicell 1,514 1,714 2.5x 2.3x 27.2x 17.7x 43% 8% 9% 13%
Quality Systems 946 947 1.9x 1.8x 15.5x 10.3x 2% 2% 12% 18%
Benefitfocus 839 881 3.8x 3.3x na 57.6x 26% 14% na 6%
iRhythm Technologies 832 758 11.8x 8.5x na na 77% 39% na na
NantHeatlh 601 425 4.2x 2.9x na na 72% 47% na na
Invitae 401 322 12.9x 5.3x na na 199% 142% na na
Computer Programs & Systems 374 524 2.0x 1.9x 16.0x 10.6x 47% 2% 12% 18%

Trim Mean 2,245 2,362 5.6x 4.4x 28.4x 18.0x 29% 17% 16% 23%
Median 1,876 2,043 4.2x 3.6x 24.3x 15.1x 22% 12% m 15% 24%

 EV / Revenue  EV / EBITDA  Revenue Growth  EBITDA Margin

Healthcare Information Software Systems
Public Market Data
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Invitae added as of 2/2/15. NantHealth added as of 6/2/16. iRhythm Technologies added as of 10/20/16. 
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*Teladoc added as of 7/1/15, Cotiviti added as of 5/26/16, Tabula Rasa added as of 9/30/16
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Company Market Enterprise
(USD millions) Cap Value  CY2016A  CY2017E  CY2016A  CY2017E  CY2016A  CY2017E  CY2016A  CY2017E

McKesson 32,914 41,074 0.2x 0.2x 8.9x 9.9x 4% 2% 2% 2%
Cotiviti 3,755 4,427 7.1x 6.4x 20.7x 16.4x 15% 11% 34% 39%
WebMD 2,909 2,962 4.2x 4.1x 15.7x 12.5x 11% 2% 27% 33%
HMS Holdings 1,745 1,767 3.6x 3.3x 18.6x 13.1x 5% 10% 19% 25%
Evolent Health 1,503 1,652 6.5x 3.9x na na 162% 66% na na
Tivity Health 1,158 1,367 2.7x 2.5x 13.1x 11.6x 11% 9% 21% 22%
Teladoc 1,153 1,131 9.2x 6.2x na na 59% 48% na na
MINDBODY 1,112 1,042 7.5x 5.8x na nm 37% 30% na 3%
HealthStream 769 666 2.9x 2.6x 31.7x 18.6x 8% 12% 9% 14%
Emis 700 706 3.6x 3.4x 13.6x 10.8x 2% 5% 26% 31%
Vocera Communication 681 607 4.8x 3.8x na nm 23% 24% na 5%
Castlight Health 380 265 2.6x 2.2x na na 35% 20% na na
Accretive Health (R1 RCM) 312 303 0.5x 0.7x 1.0x nm 405% (32%) 53% 1%
Tabula Rasa Healthcare 218 216 2.3x 1.8x 26.1x 12.9x 34% 25% 9% 14%
Cranew are 171 126 2.3x 2.0x 7.7x 6.5x 15% 16% 31% 31%

Trim Mean 1,492 1,545 3.9x 3.0x 15.1x 11.7x 31% 20% 23% 20%
Median 1,133 1,087 3.6x 2.9x 13.6x 12.1x 16% 14% 26% 22%

 EV / Revenue  EV / EBITDA  Revenue Growth  EBITDA Margin
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Note: Excludes Medtronic acquisition of Covidien, Anthem acquisition of Cigna, Aetna acquisition of Humana, and Abbott acquisition of St. Jude 
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M&A Award USA TMT Advisory Firm of the Year 
(2012, 2015) – Acquisition International 

• Financial Technology Deal of the Year (2012, 2011)
• North America Small Mid Markets Corporate Deal of the Year (2013)
• Corporate M&A Deal of the Year (2010)
• Technologies Deal of the Year (2010)
* Firm-wide Awards

• Cross-Border Boutique Investment Banking Firm of the Year (2016)*
• Boutique Investment Banking Firm of the Year (2014, 2015, 2016)*
• Advisory Firm of they Year (2015)*
• Middle Market International Professional Services (B-to-B) Deal of the Year (2013)
• Financial Services Deal of the Year (2013, 2012 and 2011)
• Information Technology Deal of the Year (2011)
• Middle Market Deal of the Year <$25M (2011)
• Corporate and Strategic Acquisition of the Year (2011)
• Middle Market Financial Services Deal of the Year (2011 and 2010)
• Middle Market Information Technology Deal of the Year (2011 and 2010)
• Middle Market International Financial Services Deal  of the Year (2013 and 2010)
• Middle Market International Information Technology Deal of the Year (2010)
• Middle Market Financial Services Turnaround Deal of the Year (2009)
• Middle Market Information Technology Turnaround Deal of the Year (2009)
• Middle Market International Deal of the Year(2008)
• Middle Market Financial Services Deal of the Year (2008)
• Middle Market Technology Deal of the Year (2008)
• Middle Market Investment Banking Firm of the Year (2008 and 2007)*
• Middle Market International/Cross Border Deal of the Year (2007, Below $100M)
• Middle Market Financial Services Deal of the Year (2007, Below $100M)
• Middle Market Financing Agent of the Year – Equity (2007)*
• Middle Market Computer and Information Technology Deal of the Year (2007)

PEER AND INDUSTRY GROUP RECOGNITION
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Boutique Investment Banking Firm of the Year
(2014, 2015, 2016) - The M&A Advisor

The M&A Advisor and The M&A Forum have recognized Marlin & Associates for excellence in 
multiple deal categories including:

The Global M&A Network has recognized Marlin & Associates for excellence in multiple deal 
categories through its M&A Atlas Awards:

TMT Advisory Firm 
of the Year (2016)

Boutique Investment 
Banking Firm of the 

Year
(2016)

– ACQ5 
(Acquisition Finance 

Magazine)

“We are always grateful to be recognized for our hard work, but we are more pleased that we are
able to help our clients achieve the results that they seek.”

Ken Marlin
Founder and Managing Partner

April 2017
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