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DISCLAIMER

This e-communication is not a recommendation, offer or solicitation to
purchase or sell any security or other instrument.

The information presented herein is not fully comprehensive, nor does it
consider specific objectives, circumstances or needs of individual
recipients and is not intended to replace a recipient's own internal
business processes for evaluating proposed transactions. Recipients
should seek financial advice regarding the appropriateness of investing in
any securities referred to in this e-communication and should understand
that statements regarding future prospects of the instruments or the
securities included in them may not be realized. There can be no
assurance that securities mentioned in this e-communication could be
sold or bought at such prices from Sender or another party or market
participants. Past performance is not necessarily a guide to future
performance. Foreign currency rates of exchange may adversely affect
the value, price or income of any security or related investment.
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Distressed	Investing	
in	the	Healthcare	
Sector

December	2019
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Mature	Industry,	Undergoing	Change

Wynnchurch	Capital	– Healthcare	– Industry	Challenges	

Source:	FTI,	LEK,	BofA,	DebtWire,	BAML

1.Amended	Regulations	&	Proposed	Rules
•Major	political	changes and	new	laws
•Pricing	transparency	&	increased	 focus	on	compliance
•Declining	reimbursement	
•Laws	&	reimbursement	policies	 vary	state-to-state

Revenue	Pressure
•Little	or	no	control	over	pricing
•Medicare/Medicaid	 programs	&	insurance	companies	dictate	 reimbursement

• Increased	competition
•Frequent	billing	mistakes lead	to	high	denial	 rates	and	delayed	cash	collections

High	Fixed	Costs
•For	48	of	the	past	49	years,	costs	have	grown	faster	than	the	CPI
•Historically	 fragmented	&	inefficient	value	chain
•Labor	shortage
•Little	ability	to	negotiate pricing	with	suppliers

4

Large	&	Less-Cyclical	Market

Wynnchurch	Capital	– Healthcare	– Attractive	Sector

Source:	Moody’s,	April	2019

Attractive	
Industry

Large	
Industry		20%	
of	U.S.	GDP

Complex	&	
Highly	

Specialized

Regulated

Non-
Discretionary

Resilient	in	
Downturns

Growing

Major	
Structural	
Changes
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Biggest	Challenges	at	Facility-Based	Companies	

Wynnchurch	Capital	– Healthcare	– Industry	Challenges	(continued)

Small	&	Rural	
Hospitals Senior	Housing	 Alternate	Site	&	

Unaffiliated	Providers

Skilled	Nursing Equipment	&	
Supplies

Services	&	
Distribution

6

Wynnchurch	Target	
Attributes
• More	value-add	
• Focused	on	payor	mix
• Need	limited	pricing	risk
• Switching	costs
• Differentiation	
• Outsourcing	trends

Many	Challenged	Models

“Technology	 is	out	pacing	old	brick	and	motor	 facilities.”

Wynnchurch	Capital	– Healthcare	– Industry	Challenges	(continued)

Source:	New	York	Times,	September	19,	2019;	BAML,	Quarterly	Outlook	Report,	2Q19	Company/Regulatory/Legislative	Update,	
July	24,	2019

Headline	Noise	from	
Washington

1.Affordable	Care	Act	
(ACA)	appeal	process

1.Opioids	

1.Drug	pricing

1.Surprise	billing	&	
dialysis	report

1.Medicare	 for	All
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Bankruptcy	Themes

Wynnchurch	Capital	– Healthcare	– Distressed	M&A	Activity	(continued)

Source:	DebtWire,	Healthcare:	2016-2018	Restructuring	Insights 8

Top	Bank	Creditors

Top	Strategic	Creditors

Recent	Healthcare	Bankruptcies	by	Sub-Sector

Healthcare	Bankruptcies	Already	Increasing

Wynnchurch	Capital	– Healthcare	– Distressed	M&A	Activity

Healthcare	Bankruptcies	by	Count	 and	Total	 Liabilities

Source:	FTI,	TheDeal	Pipeline	(through	August	27,	2018)

1.Many	smaller	companies	
(~75%	of	filings	have	

<$100mm	in	liabilities)

21st Century	Oncology	 is	
one	of	few	recent	debtors	

with	 $1bn+	debt

Complex	 cases	
(~50%	bankruptcies	 last	1+	

years)

Sector-specific	 legal	and	
practical	 issues
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Wynnchurch	 – Healthcare	Case	Study	 (December	2018)

Wynnchurch	Capital	– Healthcare	– Distressed	M&A	Activity	(continued)

Company

• AMD	is	a	leading	
distributor	of	medical	
products,	equipment,	
and	services

• Unique	supply	chain	
capabilities

• Prime	vendor	to	U.S.	
Department	of	Defense	
(DoD)	and	U.S.	
Department	of	Veterans	
Affairs	(VA)

Challenges

• Awarded	6	Regions	
under	VA’s	Medical	
Surgical	Prime	Vendor	
contract	in	2016

• Secured	a	$85	million	
loan	from	Senior	Lender	
in	2017

• Contract	delays	in	2016-
2017	caused	need	for	
recapitalization

Restructuring	&	
Turnaround

• Wynnchurch	provided	
financing	to	AMD	in	
2018	to	refinance	Senior	
Debt	

• Partnered	with	
Management	and	SOLIC	
Capital

• Unique	opportunity	to	
support	growth	of	
supply	chain	market	
leader

• Growing	Alternate	Site	
Care	segment	(i.e.	all	
sites	of	care	outside	the	
hospital)	
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Wynnchurch	Capital	– Restructuring	of	American	Medical	Depot	(“AMD”)

Classic	Private	Equity	Playbook

Wynnchurch	Capital	– Healthcare	– Distressed	M&A	Activity	(continued)

1.Operational	 Improvement	
Opportunity

• Deploy	superior	continuing	
improvement	manufacturing	
techniques

• Bring	scale	&	efficiency	to	
various	physician	specialties

• Improve	access	to	care	and	
quality	of	patient	experience

• Utilize	new	ERP	systems	to	
optimize	revenues,	reduce	
costs,	and	improve	supply	chain

Strategy	Development	
Opportunity

• Opportunity	to	back	market-
aggregating	health	systems	that	
can:
• scale	operations
• reduce	costs	across	
geographies	

• coordinate	patient	care
• increase	quality	outcomes
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Turnaround	Investors	Can	Dramatically	Help	Improve	the	Healthcare	Sector




