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Life Sciences & Healthcare Sector Forecast

Foreworad

Welcome to the Life Sciences & Healthcare Sector Forecast,
published by mergermarket in association with Epstein Becker

& Green, P.C. (EpsteinBeckerGreen) and Rodman & Renshaw

LLC. Based on interviews with over 75 healthcare investors in

the US, this report offers valuable insight into emerging trends

in investment activity, as well as a detailed forecast for specific
subsectors, including biotechnology and pharmaceuticals; medical
devices; healthcare providers and payors; and healthcare services.

Respondents to this survey unanimously agree that healthcare M&A
activity will either increase or remain at its current level over the
next 12 months. The biotechnology and pharmaceuticals subsector
and the healthcare services subsector are particularly likely to
witness a significant increase in M&A during this time, according to
87% and 83% of respondents, respectively.

Investment patterns are likely to vary according to industry over

the next 12 months. Strategic buyers are likely to be most active in
the biotechnology and pharmaceuticals subsector, following on a
recent wave of large-cap deals including the US$68bn Pfizer-Wyeth
merger and the US$44bn Roche-Genentech merger. Financial
buyers, on the other hand, are likely to focus their attention on the
healthcare services space, where recent private equity buyouts
include TPG Capital's US$5.3bn acquisition of IMS Health.

The private sector will also play an important role in financing
healthcare research and development. PIPE investors

are expected to be especially active in this respect, focusing
primarily on drug research and development firms with strong
product pipelines. PIPEs will offer these firms much-needed
liquidity in a market where access to other financing sources is still
fairly limited. PIPEs will also appeal to investors seeking to acquire
shares at discounted prices.

Methodology

In the second quarter of 2010, mergermarket interviewed 75
healthcare investors in the US on their outlook for the healthcare
industry over the next year, including macroeconomic developments
and subsector-specific deal drivers. Respondents are anonymous
and results are presented in aggregate.

When investing abroad over the next 12 months, 41% of respondents
plan to focus on China, where an expanding middle class and a
growing pharmaceuticals market are just two of the many factors
drawing US-based investors to the country. Western Europe will
also see significant inbound investment from the US, according to
30% of respondents, as will the South American region, where many
respondents believe investors will seek growth opportunities in
various emerging markets.

In the US, healthcare sector consolidation will be determined
in part by healthcare reform. The large majority of respondents
believe reform will trigger consolidation among healthcare
payors and providers (83%) and among healthcare services
companies (75%), and more than half of respondents

believe reform will spur consolidation in the medical device
subsector and the biotechnology and pharmaceuticals
subsector. Specific initiatives, including an increase in federal
funding for information technology infrastructure, could
influence M&A among technology-focused healthcare firms
including electronic medical records (EMR] companies.

In addition to the above findings, this report offers insight

into financing trends, legal issues and a wide range of factors
influencing deal flow in the healthcare sector today. We hope you
find this survey both interesting and informative and as always, we
welcome your feedback.

www.mergermarket.com
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Survey results

What do you expect to happen to the overall level of M&A
activity in the Life Sciences & Healthcare sector over the
next 12 months?

B Increase significantly

4% 6%

- Increase
. Remain the same
. Decrease

B Decrease significantly

e Respondents unanimously agree that M&A activity in the
healthcare sector will either increase or remain at its current
level in the upcoming year. Even those respondents who do not

foresee an increase in activity acknowledge that deal volume has

already been on the rise over the course of the past 12 months
in all segments of the healthcare market.

e This bullish response is not necessarily surprising, as
the healthcare sector as a whole is facing an increasingly
competitive climate as well as increased demand. Healthcare
services companies throughout the US are responding to
the growing needs of an aging population; biotechnology and
pharmaceutical firms are preparing for heightened generic
competition as lucrative drug patents expire; and healthcare
companies across the board continue to look to M&A as a
vehicle for expansion in emerging markets.

In each of the following subsectors, do you expect M&A
activity to increase, decrease or remain the same over the
next 12 months?

Biotechnology/
pharmaceuticals

Healthcare

- 2%
services

Medical device
manufacturers/
suppliers

Healthcare
providers/payors

1 1 1 1 I

0 20 40 60 80 100

Percentage of respondents

. Increase . Remain the same . Decrease

e All healthcare subsectors are expected to see an increase in
M&A activity, but this increase is likely to be most pronounced
in the biotechnology and pharmaceuticals industry, where 87%
of respondents expect an increase in M&A. One respondent with
experience in the industry says an uptick in M&A will stem largely
from increased competition resulting from recent large-cap
mergers, including the US$68bn Pfizer-Wyeth merger and the
US$44bn Roche-Genentech deal. The healthcare services sector is
also favored by a significant majority of respondents (83%).

04
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In each of the following subsectors, where do you expect to
see the most consolidation over the next 12 months?

Biotechnology/pharmaceuticals:

39% . Biotechnology research
and development

. Drug suppliers

. Drug manufacturers

e Respondents expect all industries within the biotechnology and
pharmaceuticals space to witness considerable consolidation
this year. The largest percentage of respondents (39%) believe
biotech research and development firms will see the most
consolidation, while respondents are nearly evenly split between
the drug suppliers and drug manufacturers industries with 32%
and 29%, respectively.

e All three of these markets have generated significant M&A
activity over the past two years, and the largest of these deals
have involved major international players merging with US
entities. Most notably, 2009 began with the cross-border merger
of Switzerland-based Roche Holding and US-based Genentech
Inc., valued at US$44bn, and 2010 saw the US$6.8bn merger of
Germany-based Merck and Millipore Corporation, the US-based
therapeutic drug developer.

Medical device manufacturers/suppliers:

. Medical device
manufacturers

. Consumer medical
products (e.g. testing
supplies, monitors,
first aid supplies)

I Medical device suppliers

e There is a somewhat similar distribution for the medical devices
subsector, where 44% of respondents expect the manufacturing
industry to see the most consolidation, followed by one-third
of respondents who expect consumer product companies to
consolidate most this year.

“M&A activity in the medical device space looks healthy over the next
5-10 years. The growth should be facilitated by structural changes in the
healthcare landscape, entry into emerging markets and a need to reduce
marginal costs. We believe the line between device and pharma companies
will blur increasingly given favorable cross-selling opportunities. Finally,
we believe average premium for takeovers will decrease over time given
increased systematic risks.”

Suraj Kalia, Managing Director, Rodman & Renshaw, LLC

www.mergermarket.com
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Healthcare providers/payors:

B Hospitals/health
systems

. Long-term care
facilities

[ ] Physician groups
. Managed care

. Outpatient surgery
centers

. Ancillary providers
(e.g. clinical laboratory,
radiology, physical &
occupational therapy,
pharmacy)

e Hospitals and health systems will likely witness the highest
levels of consolidation this year, according to 31% of

respondents, while other respondents are divided fairly evenly

across long-term care facilities and physician groups. One
respondent points out that many of these fields have a high
concentration of distressed companies across the US, which
could contribute to distressed M&A activity. One such deal

includes the US$235m acquisition of Stayton SW Assisted Living,
the assisted living facility operator in the midst of restructuring,

which was recently acquired by a joint venture involving US-
based private equity firm Blackstone Group Holdings and
Emeritus Corporation.

“The drive toward accountable care in both the public and private sectors
opens up a new range of strategic imperatives for all providers and payors.

This will trigger a new round of mergers, acquisitions, joint ventures
and other collaborative arrangements, not the least of which will be the
formation of accountable care organizations.”

Doug Hastings, Chair and Member, EpsteinBeckerGreen, Washington, DC

Healthcare services:

. Healthcare IT
(hardware & software)

B Hospital/practice
management

[0 Dataanalysis

. Electronic medical
records (EMRs)

B Telemedicine
(e.g. professional services
of both physicians and
mid-level practitioners)

61% of respondents believe healthcare IT companies will see
the most consolidation this year, significantly more so than
other services industries including practice management and
data analysis. This could be due to the push for stronger IT
infrastructure to support the rising demand being placed on the
healthcare sector as a whole. One respondent points out that
the need for a more comprehensive IT system is reflected, too,
in the demand for more dependable medical record systems, which
he says could lead to an impressive amount of investor interest in
electronic medical records (EMRs] companies in the upcoming year.

06
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In the biotechnology/pharmaceuticals subsector specifically, In the medical device subsector specifically, which of the
which of the following therapeutic areas is likely to see the following areas is likely to see the most interest from
most interest from investors over the next 12 months? investors over the next 12 months?

[ ] Diagnostic

. Oncology
equipment

. Cardiovascular
B Therapeutic/

. Neurology surgical equipment

. Metabolic [ ] Laboratory

equipment

. Inflammation
B Monitoring/life

support equipment

e The majority of respondents (55%) identify oncology as the e Diagnostic equipment is identified by the largest percentage
primary focus for biotechnology and pharmaceutical industry of respondents (48%) as the area that will see the most
investors this year, which is not necessarily surprising given the interest from investors this year, followed by over one-fifth of
push for research in this particular field. Indeed, oncology has respondents who believe therapeutic or digital equipment will
been central to biotechnology companies” acquisition strategies see the most significant interest. The demand for all types of
in recent years. Johnson & Johnson's US$818m acquisition medical equipment in the US will likely continue to rise in the
of Cougar Technologies, a deal aimed at strengthening each years ahead, in response to the needs of an aging population.
company's oncology research and development efforts, was This, in turn, will undoubtedly influence the appetite of US-based
followed closely by Bristol Myers-Squibb’s US$2.1bn acquisition healthcare investors.

of Medarex Inc., a cancer-focused life sciences research and
development firm, announced in July of 2009.

“Smaller manufacturers with potentially successful oncology products have — “There is no one subsector within the medical device sector that is of
typically been rather attractive buyout targets for larger pharma with aging  particular interest. There is, however, a lot of excitement with mobile
portfolios. At the other end of the spectrum, cardiovascular products have health products that help consumers stay healthy and help patients

a number of significant patent losses on the horizon that may drive down communicate information to physicians and payors. The big question is
prices in this (already fairly crowded) class, and, thus, make them possibly ~ how the FDA intends to regulate these types of products without creating a

less attractive to investors.” chilling effect on innovation.”

Kathleen Peterson, Member, EpsteinBeckerGreen, Washington, DC Lynn Shapiro Snyder, Senior Member, EpsteinBeckerGreen, Washington, DC

07
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In each of the following subsectors, which factor will have
the greatest impact on M&A activity over the next
12 months?

Biotechnology/pharmaceuticals:

2%

v

. Access to new
products/technologies

. Government healthcare
reform initiatives

@ Patent expirations

. Generic competition

. Access to new markets
. Distressed opportunities

Access to capital

e Nearly half of respondents (46%) believe biotechnology and
pharmaceutical companies’ appetite for new products or
technologies will be the most important driver of M&A activity
in the subsector. An additional 22% of respondents believe
government healthcare reform will drive consolidation and
outweigh issues that are unique to the biotechnology and
pharmaceutical markets, including patent expirations (17%) and
generic competition (7%).

“While the need for new products and platforms will always drive M&A
activity, the increasing wave of patent expirations. .. at an unprecedented
level in 2012, will in my estimation be the primary driver for the increased
M&A activity we’ll see in the near-term.”

Michael Higgins, Managing Director, Rodman & Renshaw, LLC

Medical device manufacturers/suppliers:

. Access to new
products/technologies

. Government healthcare
reform initiatives

. Access to new markets
B Reimbursement

opportunities versus
cost-cutting initiatives

e One-third of respondents believe access to new products
and technologies will be the primary driver of M&A activity
in the medical device industry, followed closely by the 31% of
respondents who believe pending healthcare reforms will have
the greatest influence on deal flow. Many of the respondents
who expect reform to affect medical device M&A, however,
point out that the impact will be secondary, as the impact of
healthcare reform on device companies will depend largely on
how reform impacts the companies they supply.

08
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In each of the following subsectors, which factor will
have the greatest impact on M&A activity over the next
12 months? (Continued)

Healthcare providers/payors:

2%

. Government healthcare
reform initiatives

. Access to new markets

. Reimbursement
opportunities versus
cost-cutting initiatives

B Distressed opportunities

B Access to new products/
technologies

e Not surprisingly, of all the segments of the healthcare sector,
healthcare providers and payors are expected to be most
heavily influenced by government healthcare reform initiatives,

according to 65% of respondents. Reimbursement opportunities

and expansion strategies may also drive deal activity, each
according to 14%. One respondent comments: "Healthcare

providers and payors will definitely be impacted by a reform bill,

however a lot of the revisions do not start until 2013 and as late
as 2018 so the effects may be a long way off.”

“The clear intent of PPACA is to spur provider collaboration. From

hospital acquisitions of physician practices (with physicians then becoming

employees of the hospitals), at one extreme, to the formation of large
accountable care organizations comprising a wide variety of independent
health care providers and provider groups, at the other extreme — and all

manner of provider mergers and joint ventures in between — we are likely to
see an unprecedented era of collaboration and consolidation among those

who provide health care services.”

Robert Berg, Member, EpsteinBeckerGreen, Atlanta, GA

Healthcare services:

. Government healthcare
reform initiatives

. Access to new markets
I Cost-cutting initiatives

. Access to new
products/technologies

. Expansion of insurance
coverage

@ Distressed opportunities

e The majority of respondents (59%) believe M&A involving
healthcare services companies will depend primarily on
healthcare reform in the US. One-fifth of respondents believe
access to new markets will be the key determinant of M&A
activity in the year ahead, which many respondents believe
will stem from US-based companies’ appetite for expansion in
emerging markets including China and Latin America.

e The more traditional M&A drivers, including cost-cutting
measures and companies’ appetite for new products or
technologies, are expected to be secondary to broad-sweeping
healthcare reform initiatives in the US, as these potential
initiatives could have a material impact on companies” bottom
lines as well as their expansion strategies.

www.mergermarket.com

09




Life Sciences & Healthcare Sector Forecast

In which of the following foreign countries/regions do you
expect US-based Life Sciences & Healthcare investors to be
most active?

In each of the following subsectors, which transaction type
do you expect to be most common over the next 12 months?

2%

Healthcare %
cervices 4% 0% 6% 6% 7%

Healthcare

providers/payors 9% 4%

Medical device
manufacturers/
suppliers

49 %S 6% 6% MN% 6%

Biotechnology/ 16% 14% % 2% 10% [N
pharmaceuticals

1 1 J
0 20 40 60 80 100

Percentage of respondents

. Private equity buyout . Jointventure [l Acquisition
. Distressed merger . PIPE . Merger of equals

Divestiture IPO

e Overall, private equity buyouts are favored by the largest
percentage of respondents as the most common deal structure
in the healthcare sector over the next 12 months, particularly in
the healthcare services subsector. Mergers of equals are also
expected to be common in the healthcare services, healthcare
providers and medical devices subsectors.

e Biotechnology and pharmaceuticals companies are expected to
see the greatest distribution of transaction types this year. Joint
ventures, acquisitions, distressed mergers and PIPEs are all
identified by respondents as common deal structures to expect
in the upcoming year, and it is worth noting that PIPEs are
considerably more likely to occur here than in any
other subsector.

“I expect acquisitions by strategic buyers and private equity investments to
be the most common type of transaction over the next 12 months, as many
companies will need size and economic strength to survive the Patient
Protection and Affordable Care Act.”

Steven Epstein, Founding Member, EpsteinBeckerGreen, Washington, DC

B china
B vestern Europe

B Asia-Pacific [excluding
China & Japan)

. South America
B Japan
B Eastern Europe

Middle East

When investing abroad, US-based healthcare investors will

be focusing primarily on China. Respondents refer to China’s
growing middle class and its attractive pharmaceuticals market
as just two of the many factors that US-based investors will be
drawn to in the years ahead. According to one respondent, “drug
manufacturers will move to China for the cost benefits,” benefits
which another respondent says have “already caused major
investments in the Chinese pharmaceutical industry.”

Western Europe will also field significant interest from US-
based healthcare investors, according to 30% of respondents.
Commenting on this particular region, one respondent explains
that potential synergies with Western European companies in
the region will be a major draw for US firms: “Western Europe
has all the major markets and therefore will continue to be most
attractive. US-based companies might be able to leverage their
position in this region back into the US.” Interestingly, other
respondents believe the potential to enhance US operations
through acquisitions in Asia will drive cross-border M&A in the
broader Asia-Pacific region and the South American region,
which are identified by 11% and 9% of respondents, respectively,
as the most active markets for inbound investments from

the US.

10
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In each of the following subsectors, do you expect to see In each of the following industries, what do you expect to
more M&A activity from strategic buyers or financial buyers happen to the volume of PIPE transactions over the next
over the 12 months? 12 months?

Biotechnology/

pharmaceuticals Biotechnology/

pharmaceuticals

Medical device
manufacturers/
suppliers

Healthcare
services

Healthcare
providers/payors

Healthcare
providers/payors

Healthcare Medical device
services manufacturers/
suppliers
1 1 1 1 J
0 20 40 60 80 100
Percentage of respondents Percentage of respondents

. Strategic buyers

X . . Increase . Remain the same . Decrease
. Financial buyers

e The distribution of financial and strategic deals will likely vary e The outlook for PIPE activity is fairly bullish sector-wide. Sixty-
according to specific healthcare industry subsectors this year. In one percent of respondents expect PIPE activity to increase in
the biotechnology and pharmaceutical space, an overwhelming the biotechnology and pharmaceuticals industry, where PIPE
92% of respondents expect strategic buyers to be more active investors tend to focus most of their attention. One respondent
than financial buyers, and a significant majority (70%) expects points out that biotechnology research firms in need of capital
the same for the medical devices industry. Healthcare providers are most likely to lean toward PIPEs in the year ahead as venture
and healthcare services companies, on the other hand, will likely capital funding is no longer a viable option in many cases. The
be favored by financial buyers, according to 52% and 57% of healthcare services industry, which covers technology-focused
respondents, respectively. companies including electronic medical room (EMR) developers,

is also likely to witness an increase in PIPE activity this year,

e Healthcare services companies have already proved to be according to 55% of respondents.

attractive targets for financial buyers, with recently announced
buyouts including that of healthcare information solutions
provider IMS Health, acquired by Canada Pension Plan
Investment Board and US-based private equity firm TPG Capital
for US$5.3bn in November of 2009. As for biotechnology and
pharmaceuticals firms, recent large-cap consolidation will likely
pave the way for more strategic mergers.

www.mergermarket.com (i
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How do you expect the volume of PIPE investments in the
Life Sciences & Healthcare sector to compare to the volume
of other private sector transactions, including private equity

What do you expect the primary driver of PIPE activity in
the Life Sciences & Healthcare sector to be in the next
12 months?

and venture capital investments?

B PIPEs will be higher
involume

B PIPEs will be lower
involume

. PIPE transactions &
private sector transactions
will be equal in volume

Respondents are somewhat divided on how PIPE transactions
will compare to other private sector deals in terms of volume.
The largest percentage of respondents (42%] believe PIPE
investments will be outnumbered by private equity, venture
capital or other private sector deals, while one-third of
respondents expect PIPE activity to be higher. A significant one-
quarter minority expects these deals to be equal in volume.

Respondents in all three of these groups were quite vocal as to
the specific factors influencing all private sector transactions
this year. One respondent says private equity firms will outpace
PIPE investors because “buyout groups have more money on
the sidelines for new deals.” But another respondent believes
that while private equity firms might have “more capital” at their
disposal, companies will favor PIPE investments as PIPEs are
less likely to attract public scrutiny.

[ ] Companies’ inability
to access capital
elsewhere

B investors ability to
purchase shares at
discount to market
prices

0 Relative ease/speed
of PIPE transactions

More favorable
regulatory climate
compared to other
capital-raising options

PIPE activity will likely receive a boost in the next 12 months as
issuers and investors will be drawn to this deal structure for very
specific reasons. The largest group of respondents (40%) believe
companies’ need for capital will be the primary driver of PIPEs,
as companies may find it difficult to tap other sources of capital
in the current market. Investors’ desire to take advantage of
discounted share prices will also be a significant driver of PIPE
transactions in the upcoming 12 months, according to 29%

of respondents.

Other features of PIPE transactions are identified by significant
portions of respondents as well. Nearly one-quarter of
respondents believe the relative ease and speed of closing PIPE
deals will boost activity this year, and in a similar vein, other
respondents believe a more favorable regulatory climate for
PIPE transactions will be appealing for all parties involved.

12
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For PIPE investors, which of the following will be most Which of the following financing sources do you expect to
important when evaluating a potential target in the Life be used most for M&A transactions in the Life Sciences &
Sciences & Healthcare sector? Healthcare sector over the next 12 months?

B Product pipeline
B Revenues/cash flow

. General health of
target industry

B Capital structure

e PIPE investors will focus primarily on potential targets” product
pipelines, according to 51% of respondents. Many respondents
attribute this to the fact that PIPE investors are often particularly
active in the biotechnology space, where drug research and
intellectual property tend to be key determinants of long-term
success.

e Of course, these companies’ financials are also critical. Close to
one-quarter of respondents say revenue and cash flow figures
will be the central focus of investors’ evaluations, while 16% of
respondents believe investors will be most concerned with the
overall health of the target’s industry.

“Especially in the life sciences sector (drug, device and bio), the company’s
value is based significantly on its intellectual property. Therefore, if the IP
is not as strong as the seller describes or represents, then there is a strong
likelihood that a buyer might turn away from a transaction.”

David Matyas, Member, EpsteinBeckerGreen, Washington, DC

. Equity
. Private equity

B Debt

While the largest percentage of respondents (43%) expect most
M&A transactions to be financed with equity, over one-third

of respondents believe private equity firms will provide most
financing for new deals in the sector this year. One-fifth of
respondents believe debt will be the primary M&A financing
source during this period. One respondent comments that
strategic transactions will rely most heavily on equity this

year, and will generally outnumber deals involving private
equity buyers.

At the same time, other respondents believe private equity firms
will be at an advantage this year. One respondent mentions that
private equity firms have recently raised funds to deploy in the
near-term and will be more active than venture capital firms,
which are “tapped out” of financing and “naturally smaller”
than their private equity peers. Another respondent explains,
“Volatility and market risk of public finance is very high.
Companies will be better off with private transactions.”

www.mergermarket.com
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In which of the following areas are risks and liabilities In which of the following areas are potential risks and
identified during due diligence most likely to affect the liabilities most likely to be overlooked during due diligence
outcome of potential M&A transactions in the Life Sciences in the Life Sciences & Healthcare sector?

& Healthcare sector?

B intellectual Employmf:gﬁ
property
B compliance Compliance

Accountin .
. 9 Environmental

. Fraud & abuse

B Benefits Accounting
. Eﬁl\apbl?;ment Fraud & abuse
Intellectual
property
Benefits
J
0 5 10 15 20 25 30 35
Percentage of respondents
e Intellectual property risks and liabilities are identified by the e Potential risks and liabilities are most likely to be overlooked
largest portion of respondents (45%) as most likely to impact the during due diligence in the employment and labor area,
outcome of potential deals in the healthcare space, and many of according to 30% of respondents, while more than one-quarter
the respondents within this group say the rapid development of of respondents say that due diligence is most likely to fail to
new technologies in all industries—particularly medical devices uncover compliance-related issues. Several respondents make
and pharmaceuticals—will make intellectual property a major clear that the tendency to overlook issues in these specific
priority. Compliance issues follow behind intellectual property areas depends largely on the industry, as potential risks facing
issues with close to one-quarter of respondents expecting this patients and consumers may make certain practices more
area to have the greatest influence on healthcare deals this year. susceptible to public scrutiny.
“One significant liability that often is overlooked during a regulatory
due diligence of a life science company is a review and determination
“In recent years, I have seen numerous instances where litigation resulted of whether a company-sanctioned, off-label marketing scheme exists. In
because parties acquiring hospitals had not made the proper arrangements  order to evaluate the risks associated with potential non-compliance with
to renegotiate the presently existing managed care contracts. In doing the Food, Drug, and Cosmetic Act’s promotional rules, due diligence must
due diligence, it is important to identify all the contracts that need to be consist of more than a review of policies and procedures regarding product
renegotiated or canceled and to get an early jump on resolving such items promotion and the related training.”
appropriately by reaching out to all affected parties.”
ppTop oy g i P Wendy Goldstein, Healthcare Practice Chair and Member,
Damian Capozzola, Member, EpsteinBeckerGreen, Los Angeles, CA EpsteinBeckerGreen, New York, NY

14 www.mergermarket.com
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Which of the following stages of the M&A process is going to
be most challenging over the next 12 months?

B Bridging buyer/
seller valuation gaps

B Securing financing

0 Anticipating potential
regulatory reforms

Identifying a target
9 9

[ ] Conducting due
diligence

B Integration

e The demand for healthcare products and services is not likely to
suffer directly from poor economic conditions, but the lingering
impact of the financial crisis and uncertainty in the financial
markets will affect the sector's M&A landscape. Indeed, the
gap between buyer and seller expectations will pose the most
significant challenge to healthcare M&A transactions over
the next 12 months, according to 56% of respondents, while
a significant 16% minority says securing financing for new
transactions will be most difficult. The same percentage of
respondents says uncertainty surrounding regulatory reform
will make the M&A process particularly challenging this year.

“This potential M&A activity is likely to continue to produce a valuation
disparity between the profitable life science companies over $1 billion

in market cap and those under $1 billion. Also, the $1 billion to

$10 billion life science companies may consider leveraging their valuations
by acquiring smaller companies with earlier-stage assets.”

Michael Higgins, Managing Director, Rodman & Renshaw, LLC

Which of the following corporate governance issues will
be the greatest priority for Life Sciences & Healthcare
companies over the next 12 months?

B Product quality/
safety

B Regulatory
compliance

@ Financial reporting

. Executive

compensation

. Other

e Product quality and safety is identified by nearly half of
respondents (47%) as the highest priority within healthcare
companies’ corporate governance practices this year, while a
comparable 37% of respondents believe regulatory compliance
will be the greatest priority. Also, in the wake of the financial
crisis, a heightened public awareness of financial transparency
and executive compensation practices has triggered a
reevaluation of these areas for most companies, and healthcare
companies are no different. However, financial reporting and
executive compensation are considered less of a concern for
healthcare companies as they “deal more with the "human
factor” and are more concerned with compliance and safety,”
according to one respondent.

“Knowledge of all the relevant business implications arising from the
Patient Protection and Affordable Care Act and related federal and

state health care reforms should be the highest priority for members of
boards of directors at the various types of healthcare companies being
impacted... The ramifications of health insurance reform and entitlement
reform included in these laws will require companies to consider ‘change
management’ as the norm for the next three to four years.”

Lynn Shapiro Snyder, Senior Member, EpsteinBeckerGreen, Washington, DC

www.mergermarket.com
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Do you expect the passage of a healthcare reform bill to
trigger consolidation in each of the following sub-sectors?

Healthcare
providers/payors

Healthcare
services

Biotechnology/
pharmaceuticals

Medical device
manufacturers/
suppliers

1 1 1 1 J
0 20 40 60 80 100

Percentage of respondents

Byes BNo

e Healthcare reform will likely trigger consolidation in all facets
of the healthcare industry, according to the overall majority of
respondents. The largest majority (83%) believes consolidation
of healthcare providers and payors will be influenced most
heavily by healthcare reform, while a significant 75% majority of
respondents believe healthcare services companies will see the
most significant consolidation as a result of the reform bill.

e Respondents believe reform will also influence consolidation
activity in the biotechnology and pharmaceuticals space (55%)
and the medical device space (52%), but for the most part,
companies on the manufacturing and supply side of the sector
are considered less likely to be influenced by healthcare reform
than service providers.

“Survival in healthcare is contingent upon reimbursement and regulatory
requirements and, in general, larger companies have a better chance to
survive the changes resulting from the Patient Protection and Affordable
Care Act. Smaller companies may find it harder to absorb these changes,
which will probably result in more consolidation.”

Steven Epstein, Founding Member, EpsteinBeckerGreen, Washington, DC

“In the biotech/pharmaceuticals space... organizations are looking to
diversify product lines and product portfolios to minimize the impact from
numerous domestic and international legislative and regulatory changes
that have an effect on operations and revenues. Also, there is a need for
organizations to replace revenue that will be lost due to patent expirations
of commercial products. Certain organizations may be more creative than
others with respect to how they diversify their business to incorporate
potential new product or service lines.”

Wendy Goldstein, Healthcare Practice Chair and Member,
EpsteinBeckerGreen, New York, NY

16

www.mergermarket.com



Life Sciences & Healthcare Sector Forecast

The impact of health reform on M&A
activity in the healthcare sector

The Patient Protection and Affordable Care Act (as modified

by the Health Care and Education Reconciliation Act] (collectively
referred to as "Health Reform”] was signed into law in March 2010
This legislation represents the most comprehensive reform of the
healthcare system in the last 50 years and it promises to affect
healthcare and life science companies in every corner of the industry.

Nowhere is the impact of Health Reform more noticeable than in
the context of mergers and acquisitions. Recent deal flow suggests
that companies in various segments of the healthcare sector have
been anticipating the impact of this type of legislation and a number
of healthcare companies began developing unique strategies to
adjust to expected rules and regulations well before President
Obama signed the Health Reform legislation into law. Furthermore,
in terms of corporate combinations, movement among healthcare
providers and manufacturers suggests that many opportunities

are available for healthcare industry members who want to attain a
competitive edge and initiate a strategic response to Health Reform.

1. Healthcare Providers

Many post-acute care providers and hospitals have been engaging
in mergers and acquisitions in anticipation of changes to the current
fee-for-service pay structure. Some entities have used corporate
combination strategies to enhance their suite of service offerings,
while others (often in financial distress) have looked to mergers

and acquisitions to defray reimbursement cuts and improve their
financial positions and overall performance.

a. Post-acute and Long-term Care Consolidation

Section 3023 of the Patient Protection and Affordable Care Act
directs the Secretary of Health and Human Services to develop a
national, voluntary pilot program by January 1, 2013 encouraging
hospitals, doctors, and post-acute care providers to improve patient
care and achieve savings for the Medicare program through bundled
payment models. This National Pilot Program on Payment Bundling
("Pilot Program”) will test a bundled payment model which, unlike
the current fee-for-service model, offers a single bundled payment
for a continuum of healthcare services. The bundled payment will
see a patient through an entire episode of care, from inpatient and
outpatient acute care through post-acute care, including home
health, skilled nursing and rehabilitation.

Given the establishment of this pilot program, Health Reform has
the potential to dramatically change how healthcare providers are
paid for their services. The Secretary is only required to establish

the initial pilot program for a five year period, but should the pilot

program improve quality and reduce costs, the Secretary has the

authority to expand the program.

Potentially in anticipation of the establishment of a more bundled
payment program, some post-acute care providers have been
proactive in pursuing corporate combinations to take advantage of
the bundled payment model. By focusing on vertically integrating an
array of long-term care services, these post-acute care providers
appear to be positioning themselves to stretch [i.e., maximize)
bundled payments, thereby increasing their return.

The proposed merger of Odyssey HealthCare (a hospice care
provider) and Gentiva Health Services (a hospice and home health
care provider) in May 2010 exemplifies this type of behavior among
post-acute care providers. The merger, pegged at $1 billion, will
create the largest healthcare provider focused on home health and
hospice services in the United States.”? The combined entity will
boast $1.8 billion in annual revenue, 60 percent of which is expected
to be generated from home healthcare and 40 percent of which is
expected to be generated from hospice care.

However, while the Odyssey-Gentiva deal has received the most
attention, several other post-acute care providers have also used
acquisitions as a means to increasing their home health and
hospice operations. On May 24, 2010, [daho Home Health and
Hospice entered into a definitive agreement with Louisiana-based
LHC Group Inc, which is expected to enhance LHC Group’s array
of post-acute healthcare services, including its home-based
division and its facility-based division.? The announcement of this
transaction follows LHC's acquisition of Oregon-based Salem
Hospital Home Care in March 2010.°

Patient Protection and Affordable Care Act of 2010, Pub. L. No. 111-148, 124 Stat. 119 (2010); Health Care and Education Reconciliation Act of 2010, Pub L.

No. 111-152, 124 Stat. 1029 (2010).

‘See Press Release, Gentiva Health Services, Gentiva Health Services to Acquire Odyssey HealthCare, Creating A Leading US Hospice Care Provider
(May 24, 2010), available at http://investors.gentiva.com/releasedetail.cfm?ReleaselD=472656.

*See Press Release, LHC Group, LHC Group Signs Definitive Agreement with Idaho Home Health and Hospice (May 24, 2010), available at

http://investor.lhcgroup.com/releasedetail.cfm?ReleaselD=472644.

‘See Press Release, LHC Group, LHC Group Signs Definitive Agreement to Acquire Salem Hospital Home Care (Mar. 10, 2010), available at

http://investor.lhcgroup.com/releasedetail.cfm?ReleaselD=450712.
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The impact of health reform on M&A
activity in the healthcare sector

The Ensign Group, Inc. appears to be pursuing a similar strategy. In
May 2010, Ensign announced plans to acquire Horizon Home Health
and Hospice.® The acquisition was among a litany of deals recently
conducted by Ensign outside the hospice space; Ensign announced
in May that it would acquire both the Heritage Gardens Healthcare
Center and the Silver Springs Healthcare Center, two Texas-based
nursing home operations.® Furthermore, these acquisitions came on
the heels of Ensign’s acquisitions of Emmett Care & Rehabilitation
Center and Parke View Rehabilitation & Care Center in January
2010." Moreover, it does not appear that Ensign has any plans to
slow down as it has expressed a commitment to actively pursue
both well-performing and struggling long-term care targets.

This type of behavior suggests that the frequency of mergers and
acquisitions among post-acute care providers will remain high for
the near future.

b. Non-Profit & For-Profit Hospitals

Health Reform may also spur corporate combination activity
because of its affect on the hospital industry.

For example, Section 9007 of the Patient Protection and Affordable
Care provides new requirements applicable to non-profit hospitals.
Among these requirements, a non-profit hospital loses its status
as a Section 501(c](3) Charitable Hospital Organization unless it
conducts a periodic “Community Health Needs Assessment” which
“takes into account input from persons who represent the broad
interests of the community served by the hospital facility, including
those with special knowledge of or expertise in public health.” The
non-profit hospital must also “adopt an implementation strategy
to meet the community health needs identified through the
[Community Health Needs Assessment].”

Furthermore, Health Reform imposes more transparency
requirements on non-profit hospitals. Section 9007 requires non-
profit hospitals to develop written financial assistance policies and
“widely publicize the policy within the community to be served by
the organization.”

These, and other requirements imposed on hospitals under Health
Reform, may be burdensome for some non-profit hospitals that

are already experiencing capital shortages. To survive, non-profit
hospitals may seek to merge with (or be acquired by] their peers.
Indeed, smaller players may not have the resources to address new
guidelines and potential financial penalties for noncompliance.

Consequently, many non-profit players have been targeted for
acquisition. In fact, in June 2010, Vanguard Health Systems, Inc.
signed a purchase agreement to acquire the eight-hospital system
of non-profit Detroit Medical Center ['DMC").¢ Under the terms of
the agreement, Vanguard will purchase DMC for approximately
$417 million in cash, which will enable DMC to retire its debt. In
addition, Vanguard has committed to providing DMC with $350
million for on-going capital needs and at least $500 million for new
capital investment over the next five years. The deal represents the
single largest private sector investment in Detroit’s history and it
epitomizes the struggle hospitals across the country are facing.
However, the combination is expected to help Detroit Medical
Center better manage the financial difficulties associated with
serving a large urban community.

Another example of M&A activity among non-profit and for-

profit hospitals is that in June 2010, for-profit hospital operator
LifePoint Hospitals, Inc. was granted judicial approval to acquire
Sumner Regional Health Systems of Tennessee, which had filed
for bankruptcy in late April.* LifePoint offered to purchase Sumner
for $145 million cash and provide $60 million of additional capital
over the next decade, which will give Sumner the capital it needs to
address its debt burden, finance its daily operations, and update

its facilities.

Joint ventures are another viable option for non-profit hospitals

that need capital but do not want to give up complete operational
control. Saint Joseph’s Hospital of Atlanta, a non-profit hospital with
$400 million in reported annual revenue, and Piedmont Healthcare,
Inc., another non-profit hospital with $1.1 billion in annual revenue,
signed a letter of intent to enter into exclusive negotiations to create

°See Press Release, The Ensign Group, The Ensign Group Acquires Idaho Home Health and Hospice Agency (May 3, 2010), available at

http://investor.ensigngroup.net/releasedetail.cfm?Releasel D=465720.

‘See Press Release, The Ensign Group, The Ensign Group Acquires Two Texas Skilled Nursing Facilities (May 3, 2010), available at

http://investor.ensigngroup.net/releasedetail.cfm?releaseid=465719.

"See Press Release, The Ensign Group, The Ensign Group Acquires Two Idaho Skilled Nursing Facilities (Jan. 4, 2010), available at

http://investor.ensigngroup.net/releasedetail.cfm?ReleaselD=433817.

‘See Press Release, Detroit Medical Center, Detroit Medical Center Purchase Within Reach; Purchase Agreement with Vanguard Signed; AG Review Next Step

(Jun. 11, 2010), available at http://www.dmc.org/news/?sid=1&nid=178.

’See Press Release, Sumner Regional Medical Center, Court Approves Lifepoint Hospitals’ Purchase of Sumner Regional Health Systems (Jun. 11, 2010),

available at http://www.sumner.org/news/news-releases/court-approval.html.

"See Press Release, Saint Joseph's Hospital Saint Joseph's and Piedmont Healthcare Announce Letter of Intent to Form Joint Operating Company
(Apr. 8, 2010), available at http://www.stjosephsatlanta.org/news/04-08-10-JOC.htmL.
""See Urvaksh Karkaria, Rival Hospital Deal Could Spell New Owner for Saint Joseph's, ATL. BUS. CHRON., Apr. 9, 2010, available at http://www.bizjournals.

com/atlanta/stories/2010/04/12/story3.htm(?b=1271044800%5E3162421.
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a joint operating company.”” Should the joint operating company
come to fruition, it would allow both parties to reduce their costs
and increase the quality of provided medical care. The deal is
estimated to reduce annual expenses by $20 million for Saint
Joseph's Hospital and $10 million for Piedmont."

2. Life Sciences and Medical Devices

While corporate combinations among hospitals and other

healthcare providers have been—and will continue to be—driven
largely by changes in reimbursement mechanisms and reporting
requirements, M&A activity in the life sciences industry (i.e.,
biotechnology, pharmaceutical and medical device companies) may
be motivated by several of Health Reform’s provisions supporting
new input and competing technologies, as well as new tax provisions.

a. Biotech and Pharmaceutical Consolidation

Competition from generic manufacturers is not a new challenge
for existing members of the biotechnology and pharmaceutical
industries. However, with the passage of Health Reform, generic
competition may become a more significant player.

Section 7002 of the Patient Protection and Affordable Care Act
provides for a “biosimilars pathway,” which establishes a process
under which the Secretary of Health and Human Services is
required to license a biological product that is shown to be
“biosimilar to” or “interchangeable with” a licensed biological
product (i.e., a reference product]. A biological product is
“biosimilar” to a reference product if it is “highly similar to the
reference product notwithstanding minor differences in clinically
inactive components” and “there are no clinically meaningful
differences between the biological product and reference product in
terms of the safety, purity, and potency of the product.” A biological
product is “interchangeable” with a reference product (meaning it
can be substituted for the reference product without the intervention
of the healthcare provider who prescribed the reference product) if
itis "biosimilar” and “can be expected to produce the same clinical
results as the reference product.”

The Secretary of Health and Human Services has yet to issue
guidance regarding the approval process for biosimilars,

and Section 7002 does prohibit approval of an application for
“biosimilarity” or “interchangeability” for twelve years from the
date on which the reference product was first approved for license.

However, it is clear that the these and other provisions of Health
Reform are paving the way for an increase in the use of generic
products. Consequently, many biotechnology and pharmaceutical
firms in the United States are pursuing strategies involving new
corporate combinations to either diversify their product offerings or
gain access to the generics in their respective fields.

In May 2010, Abbott Laboratories announced a definitive agreement
with Piramal Healthcare Limited to acquire full ownership of
Piramal's Healthcare Solutions business for an up-front payment
of $2.12 billion, plus $400 million annually for the next four years.”
Mumbai-based Piramal Healthcare Solutions has a comprehensive
portfolio of branded generics with annual sales expected to exceed
$500 million next year in India, and market-leading brands in
multiple therapeutic areas, including antibiotics, respiratory,
cardiovascular, pain and neuroscience. The deal exemplifies one
pharmaceutical manufacturer’s strategy to reinforce its position

in branded generics, strengthen its presence in new markets, and
complement its proprietary pharmaceutical offerings and pipeline.

Smaller firms also are engaging in corporate combination activity as
well. On June 3, 2010, Sandoz, Inc. completed its acquisition of Oriel
Therapeutics, Inc., a privately held pharmaceuticals company based
in the United States that focuses on developing respiratory products
with known pathways as generic alternatives to patented drugs for
asthma and chronic obstructive pulmonary disease.” As a result

of the deal, Sandoz will gain exclusive rights to Oriel's portfolio of
generic drug candidates in addition to certain technologies for the
inhalable respiratory drug market. In announcing the deal, Sandoz
cited industry estimates that approximately 50 percent of the

$32 billion global market for asthma and chronic obstructive
pulmonary disease medicines will lose patent protection by 2016.

b. Medical Device Manufacturers Respond

Section 1405 of the Health Care and Education Reconciliation Act
imposes an excise tax equal to 2.3 percent of the sales price on the
sale of medical devices by a manufacturer or importer, effective

on December 31, 2012, and it is expected to provide the federal
government with $20 billion over the next 10 years. Though gauging
the impact of this specific provision on merger and acquisition
activity among medical device manufacturers is difficult, it is
conceivable that many device manufacturers are seeking to offset
this future reduction in net income through synergies realized as

a result of corporate combinations. Furthermore, recent activity

"”See Press Release, Abbott Laboratories, Abbott to Become No. 1 Pharmaceutical Company in India with Acquisition of Piramal's Healthcare Solutions
Business (May 21, 2010), available at http://www.abbott.com/global/url/pressRelease/en_US/60.5:5/Press_Release_0861.htm.

"“See Press Release, Sandoz, Inc., Sandoz Completes Acquisition of Oriel Therapeutics, Strengthening Potential for Global Leadership in Respiratory
(Jun. 3, 2010), available at http://www.sandoz.com/site/en/media_room/press_releases_news/100603.shtml.

“HCERA, § 1405, 124 Stat. 1066.
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suggests that some medical device manufacturers are preparing
for the impact of the upcoming excise tax by using mergers and
acquisitions to cut costs, expand service offerings, and/or prioritize
core operations.

As a result of Section 1405, Medtronic, Inc., one of the leading
medical device manufacturers in the United States, is expected

to lose $150 million to $200 million in profit annually.’ Perhaps

in anticipation of the tax (and in an attempt to offset it], Medtronic
has made a string of strategic acquisitions. Most recently, on April
29,2010, Medtronic and ATS Medical, Inc., a leading developer,
manufacturer and marketer of products and services focused

on cardiac surgery, signed a definitive agreement under which
Medtronic will acquire ATS Medical in a transaction valued at
$370 million.

This past May, CareFusion Corporation, a medical device provider,
completed the acquisition of Medegen LLC from the private equity
firm Nautic Partners LLC for $225 million in cash.” Medegen
manufactures and markets disposable intravenous therapy
products and also provides contract manufacturing to other
medical device manufacturers and pharmaceutical companies.
The acquisition complements CareFusion’s current research and
development efforts and enables both companies to expand their
respective product lines and customer bases. CareFusion is also
simultaneously focusing on slimming down its operations. On April
29,2010, eResearch Technology, Inc., which provides services and
technology for collecting, analyzing and distributing information
about clinical-trial participants, agreed to acquire the research
services division of CareFusion Corporation for $81 million in cash.®

Elsewhere, companies are making similar moves to shed their non-
core businesses. On April 26, 2010, Thoratec Corporation, a leader
in device-based mechanical circulatory support therapies to save,
support and restore failing hearts, signed a definitive agreement

to sell its International Technidyne Corporation (“ITC") division

to Danaher Corporation for $110 million in cash and an earn-out
expected to total $26 million over three years.” In the press release
announcing the deal, Thoratec stated the sale enabled Thoratec to
focus its attention and resources on the fast-growing Ventricular
Assist Device business and the cash generated by the transaction
facilitated new investments in Thoratec’s existing product pipeline.

Conclusion

While many of the repercussions of the passage of Health
Reform have yet to be realized, companies throughout the U.S.
Life Sciences & Healthcare sector are already preparing for a
costlier and more burdensome regulatory environment. As part
of these preparations, some organizations have streamlined
their operations, while others have aligned with complementary
providers in an attempt to raise revenue or cut costs. Health
Reform will inevitably touch every individual of every company
from the entire spectrum of the healthcare sector, and those
who consider strategic alliances now may find themselves
uniquely positioned to take advantage of the Act’s many provisions
when they do come into effect over the next four years. From
changes in reimbursement models to new taxes and regulatory
requirements, Health Reform has proven—and will continue—to
be an important driver of corporate combination activity.

EprsTEINBECKERGREEN

David Matyas and H. Carol Saul are both members
of EpsteinBeckerGreen’s Health Care and Life
Sciences practice. They can be reached at:

David E. Matyas
202.861.1833
dmatyas(@ebglaw.com

H. Carol Saul
404.923.9069
csaull@ebglaw.com

"*See Medtronic Statement On Impact of Health Care Reform Bill (March 22, 2010], available at http://wwwp.medtronic.com/Newsroom.

" See Press Release, Medtronic, Inc., Medtronic Signs Agreement to Acquire ATS Medical (Apr. 29, 2010), available at
http://wwwp.medtronic.com/Newsroom/NewsReleaseDetails.do?itemld=1272541176428&lang=en_US.

""See Press Release, CareFusion Corporation, CareFusion Completes Medegen Acquisition (May 17, 2010), available at

http://media.carefusion.com/index.php?s=43&item=63.

"See Press Release, eResearch Technology, Inc., ERT Agrees to Acquire the Research Services Division of CareFusion [Apr. 29, 2010), available at

http://ert.investorroom.com/index.php?s=43&item=377.

"See Press Release, Thoratec Corporation, Thoratec Announces Sale of ITC Division to Danaher Corporation for $110 Million (Apr. 26, 2010), available at
http://phx.corporate-ir.net/phoenix.zhtml?c=95989&p=irol-newsArticle&ID=1417652&highlight=.
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About EpsteinBeckerGreen

The Firm

EpsteinBeckerGreen (also "EBG” or the "Firm") is uncompromising
in its pursuit of legal excellence and client service in its areas of
practice: Healthcare and Life Sciences, Labor and Employment,
Litigation, Real Estate, Business Law, Employee Benefits and
Immigration. The Firm is also proud to be a trusted advisor to clients
in the health, hospitality, financial services and energy industries,
representing entities from Fortune 100 companies to startups. Our
commitment to these practices and industries reflects the founders’
belief in focused proficiency paired with seasoned experience.

EBG's national practices regularly share and access each other’s
knowledge and resources to provide clients with tailored solutions
to their legal and business issues. Understanding the complex
evolution and critical trends within these areas enables EBG
practitioners to provide clients with focused insight and deliver high-
quality service and results.

The Healthcare and Life Sciences Practice

EpsteinBeckerGreen was founded as a law firm dedicated to the
healthcare industry. Today, among our approximately 325 attorneys,
there are more than 100 attorneys in the Healthcare and Life
Sciences Practice. We have been consistently ranked as one of the
nation’s largest healthcare law firms by Modern Healthcare.

For more than 35 years, the Firm has been at the forefront of
healthcare law, taking the lead in understanding, interpreting

and shaping the laws and regulations that affect every institution
involved in healthcare and life sciences. We have the critical mass of
knowledge needed to help healthcare organizations deal effectively
with legal issues small and large-from day-to-day decisions to core
business strategies.

To us, it's more than a business. It's a mission.

EBG's Healthcare and Life Sciences Practice serves a wide
spectrum of healthcare organizations, including academic medical
centers, ambulatory care facilities, biotechnology and life sciences
companies, health plans and other healthcare insurers, hospitals
and health systems, investment banks and venture capital firms,

Contacts:
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(T): 202.861.1858
kbackstrom(debglaw.com

David E. Matyas
Member

Washington, DC
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pharmaceutical and medical device manufacturers, physician group
practices/management companies, post-acute and long-term care
providers and suppliers and distributors.

Mergers, Acquisitions and Divestitures

EpsteinBeckerGreen attorneys regularly structure, negotiate,
document and assist in implementing complex business
transactions for healthcare companies. Such transactions

include mergers, acquisitions and divestitures of a wide variety of
regulated and non-regulated healthcare companies; joint ventures;
affiliations, including non-profit/for-profit healthcare entity
affiliations; conversions of non-profit healthcare entities to for-profit
healthcare entities; the creation of licensed healthcare entities;
the creation of management services organizations; commercial
lending transactions involving healthcare entities, including advice
concerning securitization issues and venture capital transactions;
and private placements and public offerings of securities.

In addition, as one of the prominent healthcare law firms in the
country, EpsteinBeckerGreen is often asked to work alongside
regular corporate counsel to provide specific healthcare advice
when a client is considering or is engaged in a transaction that
may involve or require examination of healthcare issues. The

Firm’s involvement in such transactions may include the conduct of
healthcare due diligence, review and/or creation of documentation
to address particular healthcare issues and compliance “audits.”

Since complex transactional work requires an examination of many
issues, the Firm’s transactional healthcare attorneys work closely
with other Firm attorneys in a variety of disciplines, including the
areas of taxation (both for-profit and non-profit), ERISA, securities,
real estate, labor and employment, antitrust, reimbursement
(including Medicare and Medicaid fraud and abuse), physician self-
referral, government contracts and state regulation and licensure.
Such close interaction helps ensure that all relevant issues have
been examined, the client has been appropriately advised and
protected and the transaction has been concluded in the most
efficient and effective manner.
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Member
EpsteinBeckerGreen
Atlanta, GA

(T): 404.923.9069
csaull@ebglaw.com
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About Rodman & Renshaw LLC

Rodman & Renshaw is a full-service investment bank that focuses
on corporate finance for public companies in growth sectors around
the world.

In recent years, our seasoned bankers have raised billions of
dollars for client companies, in addition to providing counsel on
M&A and market liquidity strategies. Our corporate culture
promotes entrepreneurship, leverages extensive industry expertise
and demands excellence in execution. Rodman & Renshaw
supports its clients through an integrated platform of financial
services including:

Investment Banking

Our primary expertise is engineering customized financing solutions
that offer attractive funding options for companies seeking to grow
aggressively and assess market liquidity opportunities. Over the
years, Rodman & Renshaw has consistently ranked among the

top U.S. placement agents in terms of the number of transactions
completed. Investment banking services include:

- Equity underwriting

- RD (Registered Directs)

- PIPEs (Private Investment in Public Equity)

- Capital markets transactions

- Mergers and acquisitions

- Restructurings and workouts

- Fairness opinions and valuations

Research

Our highly regarded research team tracks a diverse range of
companies across multiple industries and has been cited by rating
agencies and the media. Our team of research analysts has a
proven record of identifying compelling investment opportunities
among undiscovered and undervalued companies. With deep
industry expertise, the research team understands both the business
rationale and sector-specific dynamics around a value proposition.

Institutional Sales and Equity Trading

Our sales and trading professionals have developed an international
network of institutional investors, in addition to our extensive
relationships in major financial hubs in the United States. We
create value for our investor network by presenting new investment
ideas and unearthing opportunities largely overlooked by other
institutions.

Global Capital Markets

Our Global Capital Markets (GCM) professionals work together with
our Private Placement team and our investment bankers to develop
the appropriate financing structure and vehicle for our clients. The
GCM team executes all public offerings - both lead and co-managed
- in which Rodman & Renshaw participates. Our GCM sales team
services institutional investors and high-net-worth individuals in the
U.S., Europe, Asia and the Middle East.

Aftermarket Support

Rodman & Renshaw cultivates client relationships by offering a full
array of aftermarket support services such as extensive non-deal
investor roadshows, market-making capabilities and institutional
sponsorship through our equity research department. The firm
also hosts highly regarded and well-attended investor conferences.
This year’s annual conference is expected to have more than 500
presenting companies and more than 3,500 investor attendees.

For more information about our firm, please visit our website at www.rodm.com.

Contacts:

John J. Borer lll

Senior Managing Director
Head of Investment Banking
jborerfdrodm.com

(T): 212.356.0502

(F): 212.356.0536

Benjamin R. Bowen, Ph.D.

Managing Director, Investment Banking
bbowen(@rodm.com

(T): 212.430.1715

(F): 212.430.1711
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Rodman & Renshaw has established itself as the “go to”
investment bank for Life Sciences. Clients rely on us to provide
sound advice and intelligent approach to achieve their financing goals
in all market environments and across multiple transactions. Our
experience, sector-focused expertise and track record of success in
executing a dynamic range of transactions are what set us apart from
other investment banks.

Rodman & Renshaw is the #1 ranked placement agent for
private placement and registered direct offerings for public
companies, with a proven record of success completing equity,
preferred stock and convertible offerings. Since 2003, we have
completed some 268 such offerings, which raised billions of dollars
for our Life Science clients.

To discuss your options for raising capital, please contact
Kira Sheinerman, Managing Director, Investment Banking
at 212.430.1720 or e-mail ksheinerman@rodm.com

dman
enshaw

Rodman & Renshaw

1251 Avenue of the Americas
New York, NY 10020
212.356.0500
www.rodm.com

Investment Banking « Capital Markets  Research e Institutional Sales & Trading
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Consistent PIPE Leadership

Top 10 Agents by Number of Deals

January 1, 2010-March 31, 2010

Rank Placement Agent Deal Count USD Amount
1 Rodman & Renshaw, LL.C 24 $359,076,456
2 Roth Capital Partners, LLC 16 $269,225,750
3 Chardan Capital Markets 10 $117,794,053
4 RBC Capital Markets, Inc. 6 $318,364,702
5 Lazard 6 $194,250,000
6 Needham & Company, Inc. 6 $142,089,363
7 Canaccord Adams, Inc. 5 $121,835,165
8 Merriman Curhan Ford & Company 5 $ 97,894,985
9 Robert W. Baird & Co. 4 $155,114,995

10 Thomas Weisel Partners, LLC 4 $ 64,853,564
Source: Sagient Research Systems, Inc. Totals from 01/01/10 through 03/31/10.

Placement Agency Ranking Summary 2005-2009 YTD

January 1, 2005—-December 31, 2009

Year Rank Deal Count Placement Agent

2009 1 77 Rodman & Renshaw, LLC

2008 1 44 Rodman & Renshaw, LLC

2007 1 52 Rodman & Renshaw, LL.C

2006 1 49 Rodman & Renshaw, LLC

2005 1 29 Rodman & Renshaw, LLC
Source: Sagient Research Systems, Inc. Totals from 01/01/05 through 12/31/09.

dman
enshaw

1251 Avenue of the Americas
New York, NY 10020
212.356.0500 www.rodm.com

Certain services described may not be available in all countries or in all states of the United States. The securities, services, products and information are for informational purposes only and do not
constitute an offer to buy or sell any security or product. *PrivateRaise, a service of DealFlow Media Inc., and Sagient Research Systems, Inc., both ranked Rodman & Renshaw as the #1 Placement
Agent among full-service investment banks for PIPE financing arrangements, with most deals transacted in 2003, 2005, 2006, 2007, 2008, 2009 and 2010 year to date. Rodman & Renshaw, LLC is
a wholly owned subsidiary of Rodman & Renshaw Capital Group, Inc. Member FINRA, SIPC
March 1, 2010
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About mergermarket

mergermarket is an unparalleled, independent Mergers &
Acquisitions (M&A] proprietary intelligence tool. Unlike any other
service of its kind, mergermarket provides a complete overview of
the M&A market by offering both a forward-looking intelligence
database and an historical deals database, achieving real revenues
for mergermarket clients.

Any queries regarding this publication or Remark, the market
research, publications and events division of mergermarket
should be directed to:

Erik Wickman

Managing Director, Remark

(T): +1 212 686 3329
erik.wickman(@mergermarket.com
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Remark, Part of The Mergermarket Group

www.mergermarket.com

11 West 19th Street, 80 Strand Suite 2001

2nd fl. London, WC2R ORL Grand Millennium Plaza

New York, NY 10011 United Kingdom 181 Queen’s Road, Central
USA Hong Kong

t: +1 212 686-5606 t: +44 (0)20 7059 6100 t: +852 2158 9700

f: +1 212 686-2664 f: +44 (0)20 7059 6101 f: +852 2158 9701
sales.us(@mergermarket.com sales(@mergermarket.com sales.asialdmergermarket.com
Disclaimer

This publication contains general information and is not intended to be comprehensive nor to provide financial, investment, legal, tax or other
professional advice or services. This publication is not a substitute for such professional advice or services, and it should not be acted on or relied
upon or used as a basis for any investment or other decision or action that may affect you or your business. Before taking any such decision you should
consult a suitably qualified prof L adviser. Whilst reasonable effort has been made to ensure the accuracy of the information contained in this
publication, this cannot be guaranteed and neither Mergermarket nor any of its subsidiaries nor any affiliate thereof or other related entity shall have
any liability to any person or entity which relies on the information contained in this publication, including incidental or consequential damages arising
from errors or omissions. Any such reliance is solely at the user’s risk.

rk

EVENTS AND PUBLICATIONS

Remark, the events and publications arm of The Mergermarket Group, offers a range
of publishing, research and events services that enable clients to enhance their own
profile, and to develop new business opportunities with their target audience.



