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The Key to Unlocking Higher Productivity

and Profitability

Market overview

The Occupational Health market continues to grow due to
positive sociodemographic trends and greater general and
subsector specific regulatory requirement, leading to strong
interest from both financial investors and strategic acquirers alike
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Employers had to adapt quickly during the pandemic as
workforces became remote, whilst in tandem experiencing
declining morale and mental health. They are now increasingly
prioritising proactive occupational health services

The value of Occupational Health services
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The UK is playing catch-up with the rest of Europe, which have
historically placed much more value on employee health and
wellbeing. The SME market in particular has historically been
underserviced in the UK, and providers are proactively seeking
to meet the increasing needs of this customer base
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Digital innovation including telemedicine has enabled providers
to increase accessibility at a lower price point and deliver a
hybrid service, which better suits both employers and employees

Occupational health is of increasing critical focus for organisations
and governments alike. Both absenteeism and presenteeism —
whereby employees are either absent from work or continuing to
work whilst sick or unwell, resulting in lower productivity — are on
the rise, driven in particular by mental health and musculoskeletal
conditions, at significant financial cost.

Across Europe, lost working days are at an all-time high; in
Germany, the rate of sick leave is the highest in 25 years (at 5.5%
currently’), and in the UK an estimated 185.6 million working

Figure 1: The case for Occupational Health services
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days were lost in 2022, the equivalent of 5.7 days per worker?.
These issues are compounded further in countries where the
healthcare infrastructure is creaking, such as in the UK, which

is experiencing record (and increasing) NHS patient waiting lists
(currently 7.64 million, with 3.19 million patients having waited for
over 18 weeks for treatments).

Occupational health providers assist organisations and
governments to improve workforce productivity, enhance
employee engagement, boost staff retention and increase profits.
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rate in 25 yrs-Xinhua, ?IPPR Revealed: Hidden annual cost of employee sickness is up £30 billion since 2018 | IPPR

ALVAREZ & MARSAL B

SBritish Medical Association NHS backlog data analysis

LEADERSHIP ACTION. RESULTS.'


https://english.news.cn/20230120/cbcffa7a3c0d48ee9cf7052eda8c2829/c.html
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https://www.ippr.org/media-office/revealed-hidden-annual-cost-of-employee-sickness-is-up-30-billion-since-2018
https://www.bma.org.uk/advice-and-support/nhs-delivery-and-workforce/pressures/nhs-backlog-data-analysis

Key sector trends

The Occupational Health market has experienced considerable
change since the Covid-19 pandemic. Historically, occupational
health has been seen as a reactive and compliance driven service
dealing with employee health-related issues as they arise, with
a significant proportion of services delivered on-site. In recent
years, in conjunction with the increased focus on preventative
healthcare by individuals, corporations and governments alike,
the sector is increasingly also delivering more proactive, added-
value services to support employee wellbeing and performance.
Such services are also now being delivered both face-to-face (in
clinics or at client sites) and online.

Legal and Regulatory requirements

Employers are required by law to adhere to certain health and
safety standards, such as the European Framework Directive
(1989/391/EEC) in Europe and the Health and Safety at Work Act
1974 in the UK. In addition, subsector specific regulations exist
for certain hazardous work activities. Hybrid and flexible working
has led to changing health and safety policies which employers
must adapt to, a consideration that is high on the boardroom
agenda given company directors can be personally liable when
health and safety laws and regulations are broken. Occupational
health providers support employers in navigating this evolving
regulatory environment.

Reduced productivity

Absenteeism: A record and growing number of working days
lost to sickness or injury (in the UK in 2023 this stood at 6.7 days
per worker, an increase from 5.7 days in 2022). Absenteeism is
estimated to have cost the UK economy £5 billion in 20234,

Presenteeism: Employees that work when suffering from mental
health conditions and burnout are said to be up to 80% less
productive than their healthy co-workers. According to the
Institute of Public Policy Research, presenteeism cost the UK
economy £25bn in 20234

Total days lost to sickness absence in the UK, 2012 to 20225
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Source: IPPR, ONS, Biritish Association for Counselling and Psychotherapy, Health & Safety Executive, “IPPR

Revealed: Hidden annual cost of employee sickness is up £30 billion since 2018 | IPPR, SONS, Figure 2 in below
Sickness absence in the UK labour market - Office for National Statistics, British Association for Counselling and
Therapy BACP Public Perceptions Survey 2024, "Health & Safety Executive Statistics - Working days lost in Great Britain

Occupational health services are critical in reducing both
absenteeism and presenteeism. Employers are investing heavily
in preventative measures to increase the time employees are

in work.

Health system pressure

Public health systems across Europe are experiencing significant
pressure, in part linked to ageing populations and chronic staff
shortages. Pressure on public health systems means employers
are increasingly using proactive occupational health services to fill
the void and keep people in work. More businesses are looking
at preventative health and wellbeing support as opposed to being
reactionary and only providing support at the crisis point. Virtual
GP services, Employee Assistance Programme (EAP) Services
and various health and wellbeing apps increasingly form part of
an employers’ occupational health support package.

Mental health awareness has increased

Significant campaigns to boost awareness and reduce stigma
around mental health conditions has increased the uptake of
mental health services. A survey conducted in 2021 by the British
Association for Counselling and Pyschotherapy (BACP) found that
90% of respondents believed mental health had a higher public
profile than five years ago®.

Telemedicine

Advances in telemedicine have increased the accessibility

of services, reducing the cost of delivery for occupational
health providers and increasing employee engagement with
services, thereby driving improved outcomes. A variety of
sectors benefit differently from digital delivery and thus a hybrid
model is widely adopted.

Working days lost to mental health related illness in UK,
2012 to 2022’
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https://www.ippr.org/media-office/revealed-hidden-annual-cost-of-employee-sickness-is-up-30-billion-since-2018
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/labourproductivity/articles/sicknessabsenceinthelabourmarket/2022
https://www.bacp.co.uk/about-us/about-bacp/bacp-public-perceptions-survey-2024/
https://www.hse.gov.uk/statistics/dayslost.htm#:~:text=6.6%20days%20for%20Injuries,13.9%20days%20for%20Musculoskeletal%20disorders

Drivers of M&A activity and investor interest
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health policy and drives

increased regulation

Embedded contracts

Occupational health contracts (in particular those that are of scale)
tend to be long-running and deeply entrenched within the people
operations of a business. Removing an incumbent provider can
take a long time and present onboarding challenges. Acquisition
of a strong contracts book can be used to deliver rapid inorganic
growth. Most large contracts include Service Level Agreements
(SLASs), which can be challenging when the labour market is
stressed (see Labour shortages below).

A growing market

Employee wellbeing and motivation remains high on the
boardroom agenda, driven by increasing regulation and by
sociodemographic factors. The UK lags behind other European
countries, with only ~50% of the workforce benefitting from
outsourced occupational health services. The majority of this gap
lies within the SME market.

Technology

A strong technology platform to enable improved delivery of
services is critical; such systems serve to reduce the administrative
burden and help to increase average consultations per day. Larger
players have typically invested heavily in proprietary platforms.

This is driving M&A activity as innovators with technology-enabled
offerings are acquired by trade players or backed by private equity
to scale quickly and disrupt the market.

Source: European Commission: a new comprehensive approach to mental health,

SEuropean Health Union European Health Union: a new comprehensive approach to mental health -

Employment, Social Affairs & Inclusion - European Commission

Technology Consolidating market

Significant opportunity for
buy-and-build strategy;
strategic rationale for
acquisitions typically include:

Innovation is providing
new delivery methods and
routes to market

—=">:> B Multiple arbitrage
B B Increased scale
Horizontal expansion Service diversification
. [ | i i
SIS e (GRS Geographical expansion
sell additional services B Resolve resourcing

to existing customers, challenges
thereby increasing their -

Customer acquisition
share of wallet

Consolidation and horizontal expansion

The market is highly fragmented with a number of smaller
businesses operating within a specific service geography or end-
sector niche. Significant value can be generated by larger platform
assets acquiring increased capability, typically generating multiple
arbitrage along the way.

A cross-selling strategy is highly attractive, as occupational health
provides a first touch point for a number of additional services that
can be up-sold to an existing customer base.

Government support across Europe

The sector is seen as critical to deliver increased workforce
productivity and therefore future economic growth across

Europe. In the UK, the government has created tax incentives for
occupational health services provided by employers and launched
an occupational health innovation fund to improve awareness

of the benefits of occupational health services. In Europe, the
European Health Union has allocated €1.2bn towards twenty
initiatives to improve mental health in the workplace®.

Labour shortages

There have been labour challenges in the sector across Europe
with a significant shortage of doctors and physicians available to
deliver the services. Smaller bolt-on acquisitions have been used
as a route to quickly recruit staff to the business.
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https://ec.europa.eu/social/main.jsp?langId=en&catId=89&newsId=10593&furtherNews=yes
https://ec.europa.eu/social/main.jsp?langId=en&catId=89&newsId=10593&furtherNews=yes

M&A trends

The M&A market in Occupational Health has been active in There are still several large European consolidators proactively
recent years across trade consolidators and financial investors. seeking bolt-ons, with recent consolidator activity driven by
Capital markets have also seen activity, with Optima demerged PAM Group and Medigold in the UK, Feelgood in the Nordics
from its parent, Marlowe Plc; Optima has now been listed on and Avanta Salud in Spain. The most recent platform deals are
AIM as a standalone entity, achieving a market capitalisation of Northedge’s investment in UK-based Latus Health, and Castik
~£133m (~11.5x LTM EBITDA). Marlowe cited that a demerger Capital’s investment in ParaDIGMA.

would allow both entities to fully focus on their respective end-
markets and future strategic objectives®.

lllustrative precedent transactions’

Date Target Aquiror Deal type Deal rationale
‘ The investment in Latus Health by Northedge
) W U S North represents a platform investment to support
Jul-24 Edge. Platform management in their delivery of a buy and build
» strategy
C The investment creates a platform asset in the
Mar-24 ZégﬁEIGMA Cp Platform Netherlands, delivering early-stage preventative
CASTIK CAPITAL occupational health services
) Corporate e _ IRy ) The acquisition of Corporate Health Ireland adds
Aug-23 _ Health Ireland Vs Bolt-on scale to PAM Group’s Irish operations

The acquisition of Ibersys adds scale to Avanta
Jul-23 avanta salud Bolt-on Salud, securing its position as one of the largest
occupational health services providers

e The acquisition of Health Management added
Mar-23 he:t!mana N f\ _'-\ EEE"?SLD Acquisition significant scale to Medigold, increasing its
9 d workforce to 1,100 people

Peppy gives users unlimited access to gender-
based expert healthcare advice. This investment

Jan-23 Peppg AIb]()nVC Investment led by Albion VC aims to increase access to
employer support services through the Peppy
platform

v The acquisition of Namndemansgéarden by

Apr-22 Nimndemansgarden ﬁelgOOd Bolt-on Feelgood creates new services within the Group

FRIRET.FRAN SERORNDE relating to substance abuse and addiction

The acquisition of Feelgood gave Terveystalo

Jun-21 ﬁelgood Te[\leystak) Bolt-on geographic presence outside of Finland,

expanding the Group into Sweden

Source: Mergermarket, CapitallQ *MergerMarket Optima Health Group Ltd was acquired by Existing

Shareholders | Mergermarket, "°MergerMarket A LVA R E Z & M A R SA L 4

Contact A&M for a broader discussion and more detailed analysis on valuation.
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https://www.mergermarket.com/deals/view/1296312?currency=GBP&lang=en
https://www.mergermarket.com/deals/view/1296312?currency=GBP&lang=en

Valuation: listed comparable multiples

Valuations in the sector have remained strong in recent years.
There was a notable spike in valuations following the Covid-19
pandemic as access to healthcare became increasingly critical,
although this has now normalised. We continue to see multiples

Historical EV/EBITDA multiples in Healthcare Services'

14.0x

12.0x

EBITDA Multiple

8.0x

6.0x

in the high single/low double digits for scaled, diversified
providers that have a tech-enabled delivery model. This has been
evidenced by Marlowe’s acquisition of Optima in 2022 at 9.6x
and subsequent recent standalone listing at 11.5x™".

4.0x

Sector outlook

Selected forward-looking trends that may influence the direction
of travel or be evidenced in the sector going forwards:

B Employee demands — we expect employees to increasingly
value and consider the health packages of employers when
reviewing new roles. The increasing focus on personal
wellbeing will continue to place ever more pressure on
employers to differentiate themselves in the market with first
class occupational health provision

B Diagnostic — advances in diagnostic testing processes is
leading to an increase in at-home testing. We are already
seeing employers provide employees with at-home testing
kits as part of wider health benefits packages. This will likely
increase employee access to care and therefore increase
employee take up of services

B Data - occupational health companies hold significant data,
which can be utilised to, inter alia, improve patient

Source: CapitallQ ""CapitallQ
Contact A&M for a broader discussion and more detailed analysis on valuation.

outcomes, streamline processes, deliver operational
efficiencies, and provide the opportunity to increase
preventive intervention by detecting challenges and issues
early. There is significant untapped value in datasets held by
occupational health providers, and plenty of opportunity to
use this data more effectively

B SME market — the UK SME market is currently underserved
by occupational health providers, while demand for services
is growing; we expect to see strong growth in this segment of
the market, albeit contract sizes are typically smaller and so it
is slower and sometimes more costly to scale rapidly in this
vertical. There is opportunity to accelerate growth in this
vertical through acquisition

B International M&A — given the different laws and regulations
across Europe, we expect to see companies enter new
markets through M&A (rather than organically) as consolidators
seek to acquire local expertise, knowhow and customers

ALVAREZ & MARSAL B
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How can A&M help you

We are a specialist mid-market M&A team track record of executing sell-side and buy-side transactions.
supporting owner-managers, entrepreneurs and Our wider international network of Healthcare and Life Sciences
private equity clients to achieve their growth and specialists comprises seasoned industry and advisory executives
value realisation goals. We work shoulder-to- across the globe, able to deliver unparalleled access to the
shoulder with our clients to drive transactions latest global market insights. We hold close relationships with
from conception to closing, providing independent companies across the industry, maintaining regular dialogue,
advice and a holistic approach. providing access to key decision makers.

Led by Al-Munther Sultan, A&M's Healthcare and Life Sciences If you are interested in exploring value realisation options
M&A division is a fully resourced team of 11 dedicated individuals ~ or would like to find out more about our team and

with extensive market and transaction knowledge. Supported services, please get in touch with our Healthcare and Life
by over 10,000 deal practitioners worldwide, we have a proven Sciences specialists.

About A&M
Alvarez & Marsal is a global consultancy who, for more than four Why choose A&M
decades, has set the standard for helping organisations tackle ® Integrated full-service solutions

complex business issues, boost operating performance and . ) o
maximise stakeholder value. Senior-led, dedicated specialist team

We bring operating and management expertise combined with Hands-on approach to value creation

top-tier consulting and specialised industry experience to meet
the changing needs of companies and investors.

Strong operational heritage

Free from audit-based conflicts

Al-Munther Sultan
Managing Director,
Head of HLS M&A

+44 7500 973 878
asultan@alvarezandmarsal.com

Duncan Morpeth
Senior Director, M&A

+44 791 709 2558
dmorpeth@alvarezandmarsal.com

KEY CONTACTS

James Boreman
Associate Director, M&A

+44 7435 892 983
jboreman@alvarezandmarsal.com

Disclaimer

The information contained in this document is of a general nature and has been obtained from publicly available information plus market
insights. The information is not intended to address the specific circumstances of an individual or institution. There is no guarantee

that the information is accurate at the date received by the recipient or that it will be accurate in the future. All parties should seek
appropriate professional advice to analyse their particular situation before acting on any of the information contained herein.

ABOUT ALVAREZ & MARSAL

Companies, investors and government entities around the world turn to Alvarez & Marsal (A&M) for
leadership, action and results. Privately held since its founding in 1983, A&M is a leading global
professional services firm that provides advisory, business performance improvement and turnaround
management services. When conventional approaches are not enough to create transformation and drive
change, clients seek our deep expertise and ability to deliver practical solutions to their unique problems.

Follow A&M on: With over 10,000 people providing services across six continents, we deliver tangible results for

corporates, boards, private equity firms, law firms and government agencies facing complex challenges.
Our senior leaders, and their teams, leverage A&M’s restructuring heritage to help companies act

decisively, catapult growth and accelerate results. We are experienced operators, world-class

© Copyright 2024 Alvarez & Marsal Holdings, LLC. consultants, former regulators and industry authorities with a shared commitment to telling clients what’s
All Rights Reserved. f ; f f : : :

45401543565/ November 24 really needed for turning change into a strategic business asset, managing risk and unlocking value at
9452_STG02 every stage of growth.

To learn more, visit: AlvarezandMarsal.com
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