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It’s been about four years, but 
merger and acquisition activity in 
the clinical research organization 

(CRO) market is picking up steam. 
Since January 2013, at least 11 trans-
actions directly involving a CRO have 
been announced, compared with eight 
in all of 2012. Several more transac-
tions, involving more ancillary forms 
of pharmaceutical and biotechnology 
research, have also been made public. 

If even a handful of these deals 
came with prices (which they did not), 
the combined total would be in the bil-
lions, not merely millions. 

For analysts covering the Medical 
Device sector, this year must feel 
like 2009—which was a very 

bad year for the economy in general, 
and medical device M&A in particular. 

Through August 31, 2013, just 
63 deals have been announced, down 
about 18% from the same time period 
a year ago, when 104 deals targeted 
medical device companies. Deal value 
has suffered even more. Just $5.5 bil-
lion has been committed in the first 
eight months, compared with nearly 
$17 billion in the same period in 2012, 

The CRO MaRkeT COnsOlidaTes
Summer’S Hot for CliniCal reSearCH organizationS

MediCal deviCes hiT headwinds
fear and taxeS take tHeir toll on inveStorS

“There’s a massive consolidation 
taking place, which is natural because 
it’s really a fragmented sector that’s 
overdue to be rolled up,” said Jim Hes-
burgh, managing director at Duff & 
Phelps. “Like so many other healthcare 
services sectors, this is one that had not 
been as consolidated, and its time has 
come.” 

Take the June 24 announcement 
that KKR (NYSE: KKR) agreed to 
purchase PRA International, a global 
CRO that was taken private in 2007 
by Genstar Capital LLC. Although 
terms of the KKR acquisition were not 

a 67% decrease. By contrast, 2009 had 
99 announced transactions in the first 
eight months, but only $6.2 billion 
backing those deals. That year, M&A 
activity was down 14% compared with 
the same period in 2008, but deal value 
had tanked by nearly 91% through Au-
gust 31. (See chart on page 8.) 

The most immediate culprit for 
this year’s slow-down in deal making is 
the 2.3% medical device tax that went 
into effect on January 1 as part of the 
Affordable Care Act’s implementation. 

(continued on page 2)

(continued on page 8)
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(continued from page 1)
disclosed, a source told The New York Times the price was 
close to $1.3 billion. Then, on July 31, KKR announced 
it would buy ReSearch Pharmaceutical Services (RPS) 
from Warburg Pincus. RPS pioneered a unique “Embed-
ded” model of functional clinical development. Once the 
transaction closes, it will be merged with PRA, which 
offers traditional programmatic outsourced clinical de-
velopment. 

“KKR chased PRA before it traded to Genstar, and 
KKR seems to like this space a lot,” noted Jack Jeong, 
vice president at Raymond James, which served as a 
co-manager of  Quintiles’ (NYSE: Q) IPO in May 2013.  
“Combining the traditional program that PRA has with 
RPS’s Embedded outsourcing model creates a nice plat-
form. They have a bold opportunity to grow organically 
as well as add capabilities outside their expertise. That’s 
going to be an interesting play for them.”

CRO industry revenue was estimated to be $33.6 bil-
lion in 2012, according to Industry Standard Research.  
However, the Association of Clinical Research Orga-
nizations (ARCO) cautions that estimates of industry 
size may vary, as the definition of CRO and the scope of 
services included may differ from source to source. (Note: 
Irving Levin Associates categorizes CROs as ancillary to 
the direct delivery of health care, and so includes them in 
the “Other” sector, with services such as pharmacy ben-
efits managers and health care data management entities.)

Approximately two-thirds of all CRO business comes 
from the pharmaceutical industry, according to ARCO. 
Another 27% comes from biotechs and the rest is funded 
by the medical device, foundation and government sec-
tors. And with pharma companies spending an estimated 
$86.5 billion on global R&D this year alone, according 
to Leerink Swann, there is a lot of money to be made by 
CROs that get on a pharma company’s “preferred” list. 

a BifuRCaTed MaRkeT 

One recent deal illustrates the dynamics at work in 
this market. On July 24, Clinical Research Advantage 
(CRA), based in Tempe, Arizona, announced its acquisi-
tion of the late-stage (Phase 2 through 4) clinical testing as-
sets of Comprehensive Clinical Development (CCD), a 
Florida-based CRO that had filed for Chapter 11 in March. 
The company was unusual, Hesburgh said, because it 
provided services for Phase 1 through 4 clinical trials, 
and it specialized in trials involving psychiatric drugs 
and therapies. (Duff & Phelps advised CCD on the sale.) 

“This client happened to have both early- and late-
phase clinical development,” he said. “Buyers in the 
market wanted either one or the other. There was no buyer 
for the whole thing.” 

CRA’s acquisition of the late-stage portion of CCD 
was driven by its private equity owner, Kinderhook In-
dustries, Hesburgh added. “Kinderhook wants to build 
scale and breadth of operations within CRA, and they also 
wanted the central-nervous-system focus.” 

In November 2012, CRA purchased Radiant Re-
search, Inc., a  comprehensive CRO with study conduct, 
product development and centralized patient recruitment 
services in 20 research centers in the U.S. and India. It now 
operates through 63 sites listed under CRA and Radiant 
Research. Both brands offer Phase 2 through 4 trials, with 
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CRA focused on family practice and general medicine and 
Radiant conducting multi-specialty and consumer trials. 
CCD will be operated under its own brand name, having 
made its reputation in the areas of schizophrenia, bipolar 
disorder, depression and Alzheimer’s disease. 

The early-stage portion, encompassing the pre-clini-
cal and Phase 1 trials, went to Actavis, Inc. (NYSE: ACT), 
which is in the process of acquiring Warner Chilcott plc 
(NASDAQ: WCRX) for $8.5 billion. Actavis was one of 
the biggest clients of CCD, and decided to bring its early-
stage business in-house. “To have their own captive U.S. 
capabilities made sense,” Hesburgh said. “That was their 
driver, which is unique. Bringing it in-house is obviously 
the opposite of what most of the pharma folks are doing, 
which is outsourcing.” 

The market for late-stage CROs is strong, while 
early-stage CROs are more of a challenge to sell. “The 
late stage is perceived to have more growth potential and 
there are bigger-ticket contracts, because it’s farther into 
a product’s development,” Hesburgh said. More biotech 
companies are involved in early-stage trials, which typi-
cally don’t last as long and whose results could be riskier. 
“Those trials are smaller-ticket. Not small, but smaller.”  

valuTiOns aRe veRy aTTRaCTive

The public CROs, such as Covance Inc. (NYSE: 
CVD), Parexel International Corp. (NASDAQ: PRXL) 
and Quintiles, are all looking to acquisitions for growth, 
as Raymond James’ Jeong noted. “They all have growth 
projections for next year that they need to build. It’s going 
to be interesting, especially given they have nice currency 
in stock, with their valuations.”

Growth has already been significant since 2011. 
“Maybe, at the end of 2011, they were trading 6x to 7x 
EBITDA,” he said. “That has now gone up significantly 
to a median of 11x to 12x, probably.”

Hesburgh said CROs are trading at some of the high-
est multiples in the entire health care sector. “Of the six or 
seven companies left in the space that are public, they’re 
trading at very attractive multiples now, which is essen-
tially 10x to 15x EBITDA and 20x to 25x net income.”

As evidenced by the KKR deals for PRA and RPS, 
private equity firms are very interested in the CRO space, 
and they’re not going to exit entirely. “There are dozens 

(continued on page 6)
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deal suMMaRies—TeChnOlOgy      BiOTeChnOlOgy

deal suMMaRies—TeChnOlOgy       MediCal deviCes

TARGET LISTING ACQUIRER LISTING DATE PRICE

Amplimmune Private AstraZeneca plc NYSE: AZN 8/26/2013 $225,000,000
Gaithersburg, Maryland  London, England

in BRief: AstraZeneca’s MedImmune subsidiary is buying Amplimmune, which has several compounds currently in preclinical development 
that are designed to help the immune system fight cancer. 

Ceregene, Inc.  Private Sangamo BioSciences, Inc.  NASDAQ:  8/26/2013 $1,035,000
San Diego, California  Richmond, California SGMO

in BRief: Ceregene focuses on developing adeno-associated virus (AAV) gene therapies targeting Alzheimer’s and Parkinson’s diseases. Its 
CERE-110,  which delivers nerve growth factor to the brain, is currently in Phase 2 clinical trial. 

TARGET LISTING ACQUIRER LISTING DATE PRICE

Theragenics Corporation NYSE: TGX Juniper Investment Company Private 8/5/2013 $64,300,000
Burford, Georgia  New York, New York

in BRief: Juniper Investment, a private equity firm, is paying $2.20 per share for Theragenics Corporation, which serves the surgical products 
and prostate cancer treatment markets. The deal is expected to close in the fourth quarter of 2013.

SafeStitch Medical, Inc.  OTCBB: TransEnterix, Inc.  Private 8/14/2013 $94,950,000
Miami, Florida SFES Research Triangle, North Carolina

in BRief: The transaction is structured as a reverse triangular merger with SafeStitch as the surviving corporation. TransEnterix shareholders 
will own 65% of the merged company, and SafeStitch shareholders will own 35%. The merger is expected to close in the third quarter of 2013. 

Medafor, Inc.  Private C.R. Bard, Inc.  NYSE: BCR 8/19/2013 $200,000,000
Minneapolis, Minnesota  Murray Hill, New Jersey

in BRief: Medafor markets the MPH Hemostat, a plant-based, adjuntive hemostatic agent used to control bleeding when convential means are 
ineffective or impractical. The acquisition expands opportunities in the surgical specialties area for Bard’s Davol division. 

Endosense SA Private St. Jude Medical Inc.  NYSE: STJ 8/22/2013 $170,000,000
Geneva, Switzerland  St. Paul, Minnesota 

in BRief: Endosense has pioneered contact-force measurement in catheter ablation. The transaction accelerates St. Jude’s timeline to provide an 
irrigated ablation catheter that incorporates force sensing, in U.S. and international markets. 

InaVein, LLC Private LeMaitre Vascular, Inc.  NASDAQ: 8/28/2013 $2,500,000
Lexington, Massachusetts  Burlington, Massachusetts LMAT

in BRief: InaVein owns and markets the Trivex System, which enables less-invasive removal of varicose veins than the conventional procedure. 
LeMaitre will add it to its product line of devices that help treat peripheral vascular disease. 

deal suMMaRies—TeChnOlOgy       ehealTh

TARGET LISTING ACQUIRER LISTING DATE PRICE

Cardiocom Private Medtronic, Inc.  NYSE: MDT 8/12/2013 $200,000,000
Chanhassen, Minnesota  Minneapolis, Minnesota

in BRief: Cardiocom’s home telemonitoring equipment and telehealth services let health professions identify symptomatic patients and inter-
vene early to prevent unnecessary hospitalizations related to COPD, heart failure, asthma, diabetes, hypertension and obesity. 
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deal suMMaRies—TeChnOlOgy     PhaRMaCeuTiCals

 TARGET LISTING ACQUIRER LISTING DATE PRICE

Rights to CGEN therapies NASDAQ:  Bayer HealthCare XETRA:  8/5/2013 $10,000,000
Israel CGEN Tarrytown, New York BAYN.DE

in BRief: Compugen Ltd. is selling the rights to research, development and commercialization of antibody-based therapies for cancer immuno-
therapy. Under terms of the agreement, Bayer and CGEN will jointly pursue a preclinical research program.

Thornton & Ross Ltd.  Private STADA Arzneimittel AG DE: STAGn 8/16/2013 $342,732,761
Linthwaite, England  Bad Vidal, Germany

in BRief: Thornton & Ross is a leading over-the-counter drug manufacturer in the U.K., and has built a sizable international business in recent 
years. Its leading brands are Covonia, Hedrin, Care, Setlers and Zoflora. 

Onyx Pharmaceuticals, Inc.  NASDAQ:  Amgen, Inc.  NASDAQ:  8/26/2013 $9,700,000,000
South San Francisco, California ONXX Thousand Oaks, California AMGN

in BRief: Amgen offered $120 per share in late June, putting Onyx in play.  It’s main asset is the cancer drug Kyprolis. After several major phar-
maceutical companies, including AstraZeneca, Novartis and Pfizer, looked through the books, Amgen was left with a $125-per-share offer. 

Hi-Tech Pharmacal Co., Inc.  NASDAQ:  Akorn, Inc.  NASDAQ:  8/27/2013 $640,000,000
Amityville, New York HITK Lake Forest, Illinois AKRX

in BRief: Hi-Tech develops, makes and markets generic and branded prescription and over-the-counter products, with a specialty for difficult to 
manufacture liquid and semi-solid dosage forms. Akorn will pay $43.50 per share, a 23.5% premium over the closing price on August 26. 

Boca Pharmacal Private Endo Health Solutions Inc.  NASDAQ:  8/28/2013 $225,000,000
Coral Springs, Florida  Malvern, Pennsylvania ENDP

in BRief: Endo Health division Qualitest is acquiring Boca, whose commercial footprint and R&D pipeline are a strong complement to Qualit-
est’s existing operations. The deal is expected to close by the end of 2013.

Acton Pharmaceuticals, Inc.  Private MEDA AB STO: MEDAA 8/30/2013 $135,000,000
Marlborough, Massachusetts  Goteborg, Sweden

in BRief: MEDA was attracted by Acton’s proprietary product, Aerospan, an inhaler for the treatment of asthma that contains the active sub-
stance Flunisolide. It is approved by the FDA and is expected to launch in the beginning of 2014. 

SECTOR TARGET  ACQUIRER   DATE
BIOTECHNOLOGY Theraclone Sciences, Inc.  PharmAthene, Inc.   8/1/2013
 Arpeggi, Inc.   Gene by Gene, Ltd.   8/7/2013
 UNA intellectual property Arcturus Therapeutics, Inc.   8/14/2013
eHEALTH Ucansi Inc.   GlassesOff Inc.    8/6/2013
 Mitchell & McCormick behavioral health  Qualifacts Systems, Inc.   8/20/2013
 Design Clinicals, Inc.  First Databank, Inc.   8/20/2013
 PathCentral  XIFIN, Inc.   8/22/2013
 DCA Heatlh  Telstra   8/28/2013
MEDICAL DEVICES Medtronic’s Pioneer Plus catheter Volcano Corporation  8/27/2013
PHARMACEUTICALS Portfolio of next-gen products ALPHAEON Corporation  8/2/2013
 13 new drug applications/Mikah Pharma Elite Pharmaceuticals  8/5/2013
 Rights to anti-fungal agent Actavis, Inc.    8/6/2013
 Rights to anti-cancer molecules VetDC, Inc.    8/14/2013 
 

addiTiOnal deal suMMaRies—TeChnOlOgy   
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CRO Market Consolidates
(continued from page 3)
of CROs that are backed by private equity,” Hesburgh 
added. “And private equity’s goal, as it is with all their 
investments, is to build scale and then get an exit within 
three to five years.” 

However, many PE firms own multiple companies in 
this space, including Ampersand Capital (3), Bain Capi-
tal (3), Celerity Partners and SB Life Science Equity 
Management (4 each). In those cases, Hesburgh said, the 
PE owners are building positions in different parts of the 
CRO market and may not combine those companies. “It 
shows there are different niches within CRO where you 
can have multiple companies that don’t even compete 
with each other.” 

Jeong agreed that middle-market PE firms are find-
ing opportunities in the CRO space. “If you can find the 
right asset that has a strong relationship with sponsors 
and a good reputation, that’s going to be an interesting 
play.” One such deal, he noted, was announced in March, 
when Gryphon  Investors’ portfolio company Synteract 
bought the international CRO company, Harrison Clini-
cal Research. “The PE-backed guys will continue to be 
aggressive and looking for different opportunities.”

Mid-TieR MaRkeT is feeling squeezed

Of course, not every CRO is enjoying a buyer’s 
scrutiny. The smaller and mid-sized companies are facing 
challenges today that they didn’t have to contend with a 
few years ago. The competition to get on a pharmacuetical 
sponsor’s list of pre-
ferred CRO vendors is 
stiffer than ever, Jeong 
said. “Back in ’06 and 
’07, there was so much 
money being thrown 
at this industry that 
the mid-sized CROs 
were okay with taking 
some scraps. Today, 
they can’t do that, so 
they’re trying to add 
functional capability, 
therapeutic expertise or 
international presence, 
which are the three key 
areas that people look 

at when they’re doing acquisitions.” 

Finding their niche is essential to the survival of a 
mid-tier CRO, he added. “You don’t want to be concen-
trated on one or two specialties, but maybe five or six 
empiric or functional areas. That’s going to position them 
as a value-added partner to the pharma sponsors.”

aCTiviTy BReeds aCTiviTy

Thanks to all the action going on in the CRO arena, 
the peripheral market of clinical support organizations 
(CSOs) is seeing strong interest, as well. Earlier this 
month, Pharmaceutical Product Development LLC 
acquired Acurian, a global, full-service provider of 
clinical trial patient enrollment and retention services, 
for an undisclosed amount. In August, Parthenon Capi-
tal Partners acquired specialty drug services provider 
Bracket from Express Scripts (NASDAQ: ESRX). And 
Parexel extended its services with the April acquisition 
of HERON Group Ltd., a life sciences commercializa-
tion consultancy. 

“These things go in waves,” Hesburgh said, adding, 
“When you’ve seen the activity that we’ve seen in this 
space, it prompts everybody to look at the market. Activity 
generates more activity.” 

More CRO deals are coming, he predicted. “Every-
body’s looking at deals, or thinking about whether they 
should have looked at a deal, whether they’re the major 
public players or the private equity players.” Watch out 
for those waves.                      

CRO Mergers & Acquisitions in 2013* 
Target Acquirer Date 

Miami Research Associates QPS, LLC 2/26/2013
Harrison Clinical Research Synteract 3/1/2013
ClinStar, LLC PRA International 3/4/2013
Radiant Development Accelovance, Inc.  3/6/2013
Beardsworth Consulting Group, Inc.  TFS International 4/30/2013
Vince and Associates Clinical 
Research Altasciences Group 5/14/2013
PRA International KKR & Co., LLP 6/24/2013
Kells Medical Research Group MannaResearch 7/11/2013
Comprehensive Clinical Development Clinical Research Advantage 7/24/2013
ReSearch Pharmaceutical Services KKR & Co., LLP 7/31/2013
Novella Clinical Quintiles 8/14/2013
* through August 30, 2013; Source: Irving Levin Associates, Inc., August 2013 
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Within weeks, some public companies, such as Boston 
Scientific (NYSE: BSX) and Smith & Nephew plc 
(NYSE: SNN), were laying off employees and blaming the 
tax. Others, such as industry leader Medtronic (NYSE: 
MDT) reported their initial tax bills were lower than they 
first forecast. Because the tax is based on revenue, not 
profits, the smaller manufacturers and start-ups have been 
hit the hardest. 

“The medical device tax is affecting a number of com-
panies,” said Mitch Stern, managing director of healthcare 
at Dresner Partners. “The first six months of the year, 
medtech companies have collectively paid an estimated $1 
billion in compliance with these taxes. Many companies 
are going to owe more taxes than they generate from their 
operations.”

John Pollock, managing director at Duff & Phelps, 
says the worst effects of the medical device tax are being 
felt by early-stage medical technology companies, but 
those problems could be felt by the health care industry a 
few years from now, as innovation suffers. “The venture 
capital firms that used to invest in early-stage medtech 
companies are gone. We’re not seeing the problem with 
that today, but 10 years from now we’re going to be living 
with the after-effects, if this continues.” 

Reimbursement is another concern for medical 
device companies, as some hospitals and insurers have 
capped the rates they will pay for joint replacement and 
other procedures. Some have  also capped the variety of 
devices that surgeons can use—the discontinuation of 
“physician’s preference,” according to Pollock. “It used 
to be that orthopedic surgeons might have a relationship 
with three or four different knee manufacturers,” he said. 
“In the new health care environment, a hospital is saying 
to that surgeon, ‘We don’t care about physician preference 
anymore. We’ve cut deals with Stryker (NYSE: SYK) 

Medical Devices Hit Headwinds
(continued from page 1)

and Zimmer (NYSE: ZMH) and here’s your choice of 
knees.” 

Product liability cases are also a problem. Stern cited 
Johnson & Johnson’s (NYSE: JNJ) recalls of its artificial 
hip replacements and St. Jude Medical’s (NYSE: STJ) 
troubles with faulty wiring in their cardio-rhythm devices. 
In late August, Stryker had to recall some lots of a plate 
used in spinal surgeries, to which the FDA assigned its 
most serious warning, that use of the device could result 
in serious injury or death. 

valuaTiOns sTill healThy

Despite those issues, valuations of medical device 
companies have not been adversely impacted. “With 
medical devices, [valuation] depends on the stage,” said 
Stern. Early-stage device companies that lack revenue are 
tougher to value, so where they are in their clinical stage 
trials or funding stage is generally a basis for valuation. 
Among those with revenues, Stern said, “We’re seeing 
alot in the 1x to 3x revenue range over the last few years. 
There are some outliers, especially among the smaller 
companies that are three or more times sales, but the bulk 
of the companies are 1x to 3x.”

Pollock sees even stronger values in the sector. “If 
you’re looking at a private equity deal for a good, solid 
medical technology, a good business will trade between 
8x and 10x EBITDA.” 

sTRaTegiC Buys RePlaCe BlOCkBusTeRs

Only one billion-dollar deal has been announced in 
this space so far this year: Bayer HealthCare LLC (DE: 
BAYN) agreed to pay $1.1 billion for Conceptus, Inc. 
(NASDAQ: CPTS) back in April. Conceptus’ primary 
product is Essure, a non-surgical permanent birth con-
trol method sold in the U.S. and other countries, which 
complements Bayer’s other women’s health products. The 

M&A in the Medical Devices Sector, January thru 
August  

2013 2012 2011 2010 2009 2008 
Deal volume 63 104 122 119 99 115 
Change, y-o-y -17.7% -5.4% 3.9% 6.6% -13.9% -0.9% 

Deal value* $5,497  $16,691  $58,758  $17,799  $6,237  $65,330  
Change, y-o-y -67.1% -71.6% 230.1% 185.4% -90.5% 43.5% 
* = in millions; Source: Irving Levin Associates, Inc., September 2013 
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Sector Deal Volume Combined Price
Pharmaceuticals 9 $11,052,732,761
Medical Devices 5 531,750,000
Biotechnology 5 226,035,000
eHealth                  5                       200,000,000
Total 24 $12,010,517,761

The Month in M&A at a Glance:
Health Care Technology, August 2013

second-largest deal is Kinetic Concepts, Inc.’s $485 mil-
lion bid for Systagenix, U.K.-based maker of advanced 
wound care products. (Note: Some observers consider 
Thermo Fisher Scientific’s (NYSE: TMO) $15.8 billion 
deal for Life Technologies Corp. (NASDAQ: LIFE) as 
the largest medtech deal this year. However, we categorize 
transactions based on the target’s primary business. Only 
15% of Life Technologies’ reported revenues in 2012 
came from instruments and the rest from biotechnology 
products and other services.)

Pollock pointed to a much smaller deal as “indica-
tive” of where he sees this sector moving: Stryker’s acqui-
sition of the Chinese orthopedics manufacturer Trauson 
Holdings Co. (HKSE: 325) for $98.5 million last January. 
“The big orthopedic companies are looking at China, and 
you’ve got Chinese companies that are looking to address 
that market by partnering with U.S. companies. We like 
what’s going on in China, although it’s a developmental 
market, still. But companies that are pursuing a Chinese 
strategy have a great chance of being successful and then 
being consolidated by some of the global players.”

Big deals On The hORizOn?

M&A is slow now, but a couple of deals have been 
brewing for some time that could make a difference in 
the near future. ICU Medical Inc. (NASDAQ: ICUI), 
a California-based maker of intravenous medical equip-
ment, has been on the market since spring and is said to 
be in exclusive talks with GCTR LLC, the Chicago-based 
private equity firm. And Japanese consumer electronics 
maker Panasonic Corp. (T: 6752) is close to selling its 
healthcare unit, a potential $1.5 billion deal. Final bids 
were due at the end of August, with Kohlberg Kravis 
Roberts & Co. (NYSE: KKR) said to be a favorite over 
Toshiba Corp. (T: 6502), TPG Capital and a consortium 
including Bain Capital, Japanese trading company Mit-
sui & Co. Ltd (T: 8031) and the Development Bank of 
Japan. Some companies like Smith & Nephew have said 
they are looking for growth through acquisitions. 

  Private equity firms have been trying to buy into this 
market, Pollock said, but have been shut out of some major 
deals. “I think there’s a lot of fear that they can’t compete 
with the strategics. If a strategic buyer said, ‘I want to buy 
ICU Medical,’ it doesn’t matter how much money Bain 
Capital has, they’re not going to be successful.” And until 
the tax is addressed by Congress, that may be a blessing 
in disguise.             

healTh CaRe TeChnOlOgy deals

The technology sector appears to be unphased by 
the dog days of deal-making, with a combined total of 
$12 billion in announced deals in August. However, take 
away the $9.7 billion deal for Onyx Pharmaceuticals, 
Inc. (NASDAQ: ONXX) made by Amgen, Inc. (NAS-
DAQ: AMGN) and the sunshine fades a bit. The Biotech-
nology segment was quiet, after a busy month in July, 
but activity picked up in the eHealth segment. As noted 
in our story on the Medical Device category, blockbuster 
deals have given way to strategic acquisitions, at least 
for now. 

 BiOTeChnOlOgy

AstraZeneca plc (NYSE: AZN) made a strategic 
acquisition for MedImmune, its global biologics re-
search division, with the purchase of privately held Am-
plimmune, a biologics company focused on developing 
novel therapeutics in cancer immunology. The upfront 
cash price is $225 million, with another $275 million 
promised if certain milestones are met. Amplimmune 
brings several compounds currently in preclinical de-
velopment, such as AMP-514, an anti-programmed cell 
death medicine that is expected to be ready for testing in 
patients later this year. AstraZeneca already has other im-
mune-mediated cancer therapies in clinical development, 
but the combination of the two companies offers the po-
tential to develop combination therapies, an increasingly 
promising area. The deal is expected to close by the end 
of October. 

An all-stock merger between a wholly owned sub-
sidiary of PharmAthene, Inc. (NYSE MKT: PIP) and 
Theraclone Sciences, Inc. was announced last month, 
in which PharmAthene will issue shares of its common 
stock to Theraclone shareholders so they will own 50% 
of the combined company. The result is expected to be 
a diversified biologics company with four clinical-stage 
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(continued on page 13)

The Month in M&A at a Glance:
Health Care Services, August 2013

Sector Deal Volume Combined Price
Other 9 $425,170,000
Long-Term Care 18 383,845,000
Hospitals 5 323,300,000 
Labs, MRI & Dialysis 4 95,700,000
Managed Care 1 17,500,000
Behavioral Care 0 —
Home Health & Hospice 0 —   
Rehabilitation 0 —
Physician Medical Groups 3                      —
Total  40  $1,245,515,000

product candidates targeting commercial and govern-
ment markets. The merged company will combine vac-
cine and human monoclonal antibody expertise with a 
focus on infectious diseases and onoclogy. 

 ehealTh

Athough five deals were announced in this sector, 
only one came with a price, but it was a nice one: $200 
million to be paid by Medtronic, Inc. (NYSE: MDT) 
for Cardiocom, a clinical telehealth company based in 
Chanhassen, Minnesota. Cardiocom’s home telemonitor-
ing equipment and telehealth services allows health pro-
fessionals to identify symptomatic patients and avoid un-
necessary hospitalizations. The acquisition supports the 
world’s largest maker of cardiac monitoring devices as it 
transitions beyond medical devices into broader health-
care services and solutions. In fact, two weeks after this 
deal was announced, the company launched Medtronic 
Hospital Solutions. The division’s goal is to develop 
new partnerships with hospitals and provide services di-
rectly related to operational efficiency. Europe is its first 
focus, where it will offer services to manage and modern-
ize catheterization laboratory facilities. 

Having trouble reading this without glasses? You 
should check out GlassesOff Inc.’s (OTCBB: GLSO) 
new acquisition, a “non-invasive software that optimizes 
the brain’s visual cortex performance.” In other words, 
it’s an iPhone/iPad app that claims to sharpen eyesight in 
people over the age of 40. It was developed by privately 
held Ucansi Inc., which GlassesOff acquired on August 
6. Terms were not disclosed.

 MediCal deviCes 

Early-stage medical device companies may be 
struggling, but the late-stage or established ones are at-
tracting interest, and decent prices. Case(s) in point: 
the $200 million acquisition of Medafor, Inc. by C.R. 
Bard, Inc. (NYSE: BCR); the $170 million purchase of 
Endosense SA by St. Jude Medical, Inc. (NYSE: STJ) 
and MEDA AB’s (STO: MEDAA) $135 million deal for 
Acton Pharmaceuticals, Inc., which markets Aerospan, 
an asthma inhaler that delivers the drug Flunisolide, thus 
making it a hybrid medical device/pharmaceutical deal. 

For C.R. Bard, Medafor’s Arista MPH Hemostat 
will complement and boost the surgical specialties of-

ferings of its Davol subsidiary. The Swiss company 
Endosense pioneered a catheter ablation that senses the 
amount of force being used, a product that St. Jude had 
on its must-have list.  And in announcing its deal for Ac-
ton, Swedish pharmaceutical company MEDA noted that 
the U.S. market for inhaled asthma products with a mo-
no-corticosteroid is worth more than $2 billion. Acton’s 
Aerospan already has FDA approval, and MEDA is aim-
ing for at least $300 million in annual sales by 2018 for 
that product alone. Did we mention that Acton also has 
a few other products, including allergy treatments? No 
word on what targets MEDA wants to hit with those, yet. 

 PhaRMaCeuTiCals

The final play for Onyx Pharmaceuticals (NAS-
DAQ: ONXX) by Amgen, Inc. (NASDAQ: AMGN) 
certainly lacked the high drama of the Elan Corporation 
(NYSE: ELN)/Royalty Pharma hostilities that played 
out from February through June.  In fact, the $9.7 bil-
lion  Amgen/Onyx  deal seemed downright boring, by 
comparison. Amgen first offered $120 per share for Onyx 
back in late June, a price Onyx’s board decided was too 
low, considering its blood-cancer drug Kyprolis was just 
the biggest seller to date of all its products. Onyx shares 
surged to more than $130 per share almost immediate-
ly, and deal watchers speculated the winning bid would 
have to come in around $140 or $150. After opening the 
kimono, however, other major suitors such as AstraZen-
eca, Pfizer (NYSE: PFE) and Novartis (NYSE: NVS) 
walked away. That left the very patient Amgen and its 
only slightly sweetened bid of $125 per share, which 
translated to $10.4 billion for all outstanding shares, but 
a final deal for $9.7 billion net of estimated Onyx cash. 
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deal suMMaRies—seRviCes      hOsPiTals

TARGET LISTING ACQUIRER LISTING DATE PRICE

Portage Health Nonprofit LifePoint Hospitals, Inc.  NASDAQ:  8/6/2013 $40,000,000
Hancock, Michigan  Brentwood, Tennessee LPNT

in BRief: LifePoint will own an 80% stake in the joint venture. Portage Health owns and operates a 36-bed acute-care hospital and a 60-bed skilled 
nursing unit in Michigan, along with nine other locations throughout the Keweenaw Peninsula. 

3 IASIS Healthcare hospitals Private Medical Properties Trust, Inc.  NYSE: MPW 8/14/2013 $283,300,000
Arizona, Lousiana and Texas  Birmingham, Alabama

in BRief: Medical Properties Trust is acquiring the real-estate assets of these hospitals and will lease them back to IASIS Healthcare with a lease term 
of 15 years, and will also fund $2.0 million of improvements.

deal suMMaRies—seRviCes      laBs, MRi & dialysis

deal suMMaRies—seRviCes      lOng-TeRM CaRe

TARGET LISTING ACQUIRER LISTING DATE PRICE

TransnetYX Holding Corp. Private BGS Acquisition Corp. NASDAQ:  8/14/2013 $95,700,000
Cordova, Tennessee  New York, New York  BGSC

in BRief: TransnetYX is a molecular diagnostics company that uses a novel automated genotyping platform, serving the mouse genotyping market. 
BGS was set up to acquire an operating company. It sought to buy TransnetYX’s parent, Black Diamond Holdings, but settled on TransnetYX instead.

TARGET LISTING ACQUIRER LISTING DATE PRICE

Gracemont Assisted Living Private Senior Housing Properties Trust NYSE: SNH 8/1/2013 $22,030,000
Cumming, Georgia  Newton, Massachusetts

in BRief: This was the first seniors housing development built out by the seller, who also filled and managed the community. There is land for expan-
sion and a 20-unit expansion has already been permitted and rough graded. 

Ontario County Health Facility Nonprofit Centers for Specialty Care Group Private 8/1/2013 $2,000,000
Canandaigua, New York   Bronx, New York

in BRief: This county-owned skilled nursing facility was built in 1975 on seven acres. Current occupancy was close to 87%. It has been losing more 
than $1.0 million annually, prompting the sale. 

3 skilled nursing facilities Private Laurel Health Care Co.  Private 8/1/2013 $13,650,000
Various locations, Ohio  Westerville, Ohio

in BRief: The facilities were all built between 1983 and 1984, with occupancy around 85%. The average Medicaid census was about 70%. Two of the 
facilites have 100 beds and one has 50 beds. 

15 senior living communities  Private Newcastle Investment Corp.  NYSE: NCT 8/5/2013 $200,050,000
North Carolina and Florida  New York, New York 

in BRief: Newcastle operates as a REIT and is managed by an affiliate of Fortress Investment Group. All but one of the properties are located in 
Florida. TJM Properties kept four of its senior living properties, including one in Virginia. 

Wellbrooke of Avon Private HealthLease Properties REIT TSX: HLP.UN 8/12/2013 $17,230,000
Avon, Indiana  Toronto, Canada

in BRief: Wellbrooke is a newly built facility with 70 skilled nursing and rehab beds and 30 assisted living beds. It will be leased to an affiliate of Life 
Care Services. Mainstreet Property Group, which is affiliated with HealthLease, built the facility. 



Page 12 September 2013The Health Care M&A News

        HealthCareMandA                                                               www.healthcaremanda.com

deal suMMaRies—seRviCes   lOng-TeRM CaRe (Cont’d)
TARGET LISTING ACQUIRER LISTING DATE PRICE
Waldenbrooke Estates Private Titan Real Estate Investment  Private 8/13/2013 $10,500,000
Bryan, Texas  Manhattan Beach, California

in BRief: This independent living community was built in the 1980s on 5.54 acres. By the time the sale closed, occupancy had increased to 93% from 
the high 80s when marketing began. 

Ridgepoint at Pineview  Private Chartwell Retirement Residences TSX: CSH.UN 8/16/2013 $21,500,000
Kamloops, British Columbia  Mississauga, Ontario

in BRief: This Canadian retirement residence opened in 2012 and has current occupancy of 52%. It is located on eight acres and has expansion potential 
for up to 90 units. 

Gazebo Terrace Convalescent Private Texas-based company Private 8/20/2013 $1,275,000
Brenham, Texas  

in BRief: Gazebo Terrace was built in 1988 on 3.07 acres. The facility was not certified for Medicare or Medicaid, so occupancy was a low 52%. The 
seller chose not to seek certification in order to focus on the private-pay market. 

2 assisted living communities Private Care Investment Trust NASDAQ:  8/21/2013 $21,900,000
Various in New York   New York, New York TIPT

in BRief: These two communities in Baldwinsville and Geneva, New York were built 8 and 10 years ago, with a combined license for 131 beds. About 
25% of the census is covered by the New York Medicaid waiver program. Total occupancy was 97% in July. 

Hickory Chase Private The Windsor Companies Private 8/22/2013 $8,260,000
Hilliard, Ohio  Westerville, Ohio

in BRief: Hickory Chase was a CCRC development started by the former Erickson Retirement Communities that was abandoned in 2009. It was 
intended to have more than 1,500 units when completed, but the first phase of about 145 units and the main clubhouse were only 80% completed. 

2 senior living communities Private CNL Lifestyle Properties, Inc.  Private 8/22/2013 $45,850,000
Montana and Oregon  Orlando, Florida

In Brief: Bozeman Lodge in Bozeman, Montana, has 107 independent living and assisted living units, with 24 IL cottages built in 2008. Occupancy is 
94%. Pioneer Village in Jacksonville, Oregon, has 37 IL units, 51 AL units and 11 cottages, all built in 2005. Occupancy there is 95%. 

Vermilion Manor Nursing Home Nonprofit Chicago operator Private 8/28/2013 $3,400,000
Danville, Illinois  Chicago, Illinios

in BRief: Vermilion County was the seller and the facility was losing more than $1.0 million per year. The first phase of this facility was built in 1974 
with 142 beds, and the second phase was built in 1979, with 95 beds. Occupancy was about 70% and Medicaid represented about 73% of the census.

Olive Grove Private Capitol Seniors Housing Private 8/29/2013 $16,250,000
Riverside, California  Washington, D.C.

in BRief: Olive Grove consists of two independent living buildings constructed in 1980 and 1984. Occupancy was in the high 60% range, with average 
IL monthly rates around $1,600. The buyer plans to invest between $5.5 million and $6.0 million to convert one building to assisted living. 

TARGET LISTING ACQUIRER LISTING DATE PRICE
AlphaCare of New York  Private Magellan Health Services, Inc. NASDAQ:  8/13/2013 $17,500,000
Brooklyn, New York  Avon, Connecticut MGLN

in BRief: AlphaCare is a newly licensed Medicaid Managed Long Term Care HMO and Medicare Plan. Magellan already owns 7% of the equity 
stake and will acquire an additional 58%. It will also have an option to purchase the remaining shares at a price determined by an agreed-upon formula, 
beginning on January 1, 2017.

deal suMMaRies—seRviCes   Managed CaRe
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deal suMMaRies—seRviCes      OTheR

TARGET LISTING ACQUIRER LISTING DATE PRICE
Restat, LLC Private Catamaran Corp. NASDAQ:  8/1/2013 $409,500,000
Milwaukee, Wisconsin  Lisle, Illinois CTRX

in BRief: Restat provides prescription claim processing and PBM services for self-funded employers, third-party administrators and workers’ comp 
plans, among others. Catamaran, a PBM, expects Restat to contribute $650 million of annual drug spend and $45 million of annual EBITDA. 

Healthcare staffing unit NYSE: MKT Accountable Healthcare Staffing Private 8/13/2013 $1,150,000
Pittsburgh, Pennsylvania  Boca Raton, Florida

in BRief: Mastech Holdings sold its specialized healthcare staffing business in order to become a pure-play IT staffing company. The proceeds from the 
sale will be used to reduce outstanding borrowings in the short term and for strategic opportunities in the future. 

Sample management business Private United Drug plc Private 8/30/2013 $14,520,000
Montreal, Quebec  Dublin, Ireland

in BRief: United Drug acquired the healthcare multi-channel marketing, call center and sample management businesses of Medical Communications 
Group Inc. The deal is expected to close within six weeks and will be financed from UD’s internal resources and existing debt facilities. 

addiTiOnal TRansaCTiOns—seRviCes       
Sector target        acquirer        Date
HOSPITALS Regina Medical Center   Allina Health   8/12/2013
 Akron General Health System Community Health Systems  8/22/2013
 Sharon Regional Health System Community Health Systems  8/28/2013 
LABS, MRI & DIALYSIS HealthTronics Laboratory Solutions Metamark Genetics, Inc.   8/12/2013
 Bracket  Parthenon Capital Partners  8/15/2013
 Edge BioSystems CLIA BioReference Laboratories, Inc.  8/21/2013
LONG-TERM CARE 4 skilled nursing facilities Diversicare Healthcare Services   8/1/2013
 15 skilled nursing facilities                                         Prestige Healthcare   8/7/2013
 Alloheim                                                          The Carlyle Group   8/15/2013
 Richmond Care Villages                                              Bupa   8/19/2013
PHYSICIAN MEDICAL GROUP Holston Anesthesia Associates, P.C.  MEDNAX, Inc.    8/5/2013
 Castelli Clinic  GreeneStone Healthcare Corp.  8/22/2013
 Western Reserve Senior Care                                      Kindred Healthcare, Inc.   8/28/2013
OTHER Claimsnet.com, Inc. SSI Group, Inc.    8/2/2013 
 CSB Drogaria  DS Healthcare Group, Inc.  8/5/2013
 P.J. Noyes  Nipro Diagnostics, Inc.   8/12/2013
 Great Lakes Drug Development, Inc.  Certara   8/13/2013
 Agel Enterprises LLC CSL Inc.   8/14/2013
 Bronx AIDS Services CitiWide Harm Reduction  8/19/2013
 Radiation Oncology Services of America Vantage Oncology, LLC  8/22/2013
 Medtelligence, LLC, d/b/a Medibis SSI Group, Inc.    8/20/2013
 

Lazard is acting as lead advisor to Amgen; BofA Mer-
rill Lynch is acting as co-advisor and is also lead arrang-
er for the financing; and Sullivan & Cromwell LLP is 
serving as legal counsel. Centerview Partners, LLC is 
acting as financial advisor to Onyx, and Goodwin Proct-
er, LLP is serving as legal counsel. 

healTh CaRe seRviCes 

Compared with the two previous months, the com-
bined total of $1.2 billion for 40 deals makes the services 

(continued from page 10) sector seem sleepy. That isn’t actually fair to say, because 
June and July each had a multi-billion deal announced 
among for-profit hospitals, itself an unusual occurance. 
The Tenet/Vanguard (NYSE: THC; NYSE: VHS) deal 
is on track to completion, at this moment anyway, while 
the Community Health Systems/Health Management 
Associates (NYSE: CYH; NYSE: HMA) immediatley 
ran into trouble with a new board of directors, which 
was the result of a feud with HMA’s major shareholder, 
Glenview Capital Management and enough sharehold-
ers who were dissatisfied with Community’s bid. (See the 
July and August issues of HC M&A.) 
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 hOsPiTals

By contrast, the largest hospital deal announced 
in August (that disclosed a price) was for three IASIS 
Healthcare hospitals located in Arizona, Louisiana and 
Texas. Medical Properties Trust, Inc. (NYSE: MPW) 
agreed to pay $283 million for the properties, which it 
will lease back to IASIS with a term of 15 years, and it 
plans to fund $2 million for improvements. MPW is a 
REIT that owns inpatient rehabilitation hospitals, LTACs, 
regional acute-care hospitals, ambulatory surgery centers 
and other single-discipline health care facilities. 

 lOng-TeRM CaRe

As usual, this sector was the breadwinner of the ser-
vices category with 18 announced deals. The largest was  
the $200 million bid by Newcastle Investment Corp. 
(NYSE: NCT) for 15 senior living communities in Flori-
da (14) and North Carolina (1). Many of these were turn-
around situations when the current seller, TJM Proper-
ties, purchased them for prices ranging from $33,000 per 
bed up to $100,000 per bed. TJM kept four of its senior 
living properties, including one in Virginia, so it has not 
exited the senior living market entirely.   

 
 OTheR

This catch-all sector has been very active of late, as 
seen in this month’s cover story on M&A among clinical 
research organizations. Last month we noted the uptick 
in pharmacy benefits management (PBM) companies, 
and have another deal to add to the list: Catamaran 
Corp.’s (NASDAQ: CTRX) $409.5 million acquisition 
of Restat, LLC, a privately held prescription claim pro-
cessor and provider of PBM services. Catamaran is an 
up-and-coming PBM that manages more than 250 mil-
lion perscriptions each year for 25 million members. The 
company expects Restat to contribute approximately 
$650 million of annual drug spend and $45 million of 
annual EBITDA. It also expects to generate $20 million 
in annualized synergies once Restat is fully integrated, 
which its release says is expected to take 18 months fol-
lowing the completion of the transaction in the fourth 
quarter of 2013. Great expectations, indeed. 

In another part of the sector, United Drug plc, an 
Irish health care services provider, paid $14.52 million 
for the multi-channel marketing, call center and sam-
ple management business owned by Canada’s Medical 
Communications Group, Inc.              
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M&A activity in August seems to have taken a 
long vacation. Like, three weeks, at least. With 
just 64 deals announced, the month’s deal 

volume lags that of July (74) and August 2012 (84). As 
you may recall, August 2012 was part of a third-quarter 
slowdown that didn’t quite reverse until after the 2012 
presidential election. 

M&A in health care has been uneven this year, to put it 
mildly. Preliminary figures show just 575 deals announced 
so far in 2013, compared with 705 in the first eight months 
of 2012. There have been 17 billion-dollar-plus transac-
tions announced through the end of August, compared 
with 25 such deals recorded in the same period last year. 
However, last year’s largest deal was for $7.3 billion, the 
Aetna/Coventry (NYSE: AET/ NYSE: CVH) transac-
tion. In 2013, the largest billion-dollar deal,  Thermo 
Fisher/Life Technologies,  is double that, at $15.8 billion. 

In the data below, it’s obvious that the typically low-
volume segments, such as Behavioral Health Care, Home 
Health & Hospice and Rehabilitation are following their 
usual pattern, with most deals too small or local to make 
an immediate impression. Compared with July 2013, even 
August 2012—which has had the benefit of hindsight and 
more deals added—looks anemic. 

Despite the recent rise in interest rates, the equity  
and debt capital markets are open for business. Private 
equity firms are kicking the tires on some major acquisi-
tions, as we noted in the CRO cover story. The health care 
M&A market is coping with uncertainty in some sectors 
(eHealth, Medical Devices), but seeing some major deals 
in others (Hospitals, Pharmaceuticals). Strategic buyers 
are looking beyond January 2014 and trying to read the 
tea leaves. One thing hasn’t changed, however. For the 
right target, there’s usually a willing buyer.           

dORManT OR dead in The waTeR?
Putting auguSt’S m&a reSultS in PerSPeCtive

Deal Volume by  Sector, July and August 2013 and August 2012 
  8/2013 7/2013   8/2012   
Sector deals  deals % change deals % change 
Services   
Behavioral Health Care 0 0 0.0% 1 -100.0% 
Home Health & Hospice 0 1 -100.0% 4 -100.0% 
Hospitals 5 7 -28.6% 5 0.0% 
Labs, MRI & Dialysis 4 1 300.0% 6 -33.3% 
Long-Term Care 18 19 -5.3% 21 -14.3% 
Managed Care 1 2 -50.0% 2 -50.0% 
Physician Medical Groups 3 6 -50.0% 2 50.0% 
Rehabilitation  0 1 -100.0% 1 -100.0% 
Other 9 15 -40.0% 6 50.0% 

Services subtotal 40 52 -23.1% 48 -16.7% 
Technology   
Biotechnology 5 10 -50.0% 6 -16.7% 
eHealth 5 2 150.0% 6 -16.7% 
Medical Devices 5 10 -50.0% 7 -28.6% 
Pharmaceuticals 9 10 -10.0% 7 28.6% 

Technology subtotal 24 32 -25.0% 26 -7.7% 
Grand total 64 84 -23.8% 74 -13.5% 
Source: Irving Levin Associates, Inc., September 2013 
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