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CVS Acquires Signify Health for $8 Billion

On September 5, 2022, CVS Health announced that it
reached an agreement to acquire Signify Health for a total
of $8 billion. * Under the terms of the deal, CVS will pay
Signify $30.50 per share, a valuation of 40x earnings
before interest, taxes, depreciation, and amortization
(EBITDA).2 One industry commentator noted that this
valuation is “expensive relative to where other healthcare
services are trading...but may reflect that they’re
EBITDA positive...[and] may be an attempt to get to
parity with [competitors] Humana and UnitedHealth
Group. Both have far more developed in-home
capabilities.”®

CVS Health, which had historically functioned solely as
a pharmacy (with over 9,000 locations), has evolved over
the past several years through strategic acquisitions to
become (1) a health benefits manager through the third-
largest payor in the country (through acquisitions of
insurer Aetna and pharmacy benefits manager Caremark)
and (2) a primary care provider through its over 1,000
MinuteClinics; the company also recently added mental
health therapy at some of its stores.* CVS now includes
40,000 physicians, pharmacists, nurses and nurse
practitioners.®

Signify Health is a Dallas-based home health provider
that specializes in health risk assessments, “leverag[ing]
advanced analytics, technology, and nationwide
healthcare provider networks to create and power value-
based payment programs.”® The company (which went
public in February 2021) is the largest home health risk
assessment provider in the U.S. and has a network
exceeding 10,000 clinicians across all 50 states and over
50 health plan clients.” In addition to CVS, which has
been a customer of Signify Health for nearly 10 years,
Signify serves the country’s two other largest Medicare
Advantage carriers in the U.S. — Humana and
UnitedHealthcare (a subsidiary of UnitedHealth Group).®

Signify clinicians, who are expected to provide care to
nearly 2.5 million individuals (both in their homes and
virtually) in 2022, “utilize home-based visits to identify
a patient’s clinical and social needs, and then connect
them to appropriate follow-up care and community-based
resources in order for the patient to have a more
connected, effective care experience.”® The company is
built on the idea that in-home assessments can result in
addressing many social and environmental factors that
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have a direct impact on a person’s health and quality of
life.”*® This philosophy is manifested in part through the
amount of time spent with patients — Signify Health
providers spend 2.5 times longer with patients in the
home than a typical primary care provider office visit.*

Signify’s acquisition comes on the heels of their own
acquisition of Caravan Health in March 2022. Caravan is
a startup that utilizes technology to help providers
transition into accountable care organizations (ACOs); its
ACO network is expected to represent 700,000 patients
by 2023.%2 Signify purchased Caravan for $250 million,
which includes an additional payment, contingent on
performance, of up to $50 million.*3

CVS was one of many prospective buyers of the
company, with other interested parties including
Amazon, UnitedHealth Group, and Option Care Health.*
Signify stated that CVS offered them “the best
opportunity to grow, diversify, and make a better impact
on consumers.”® For CVS, the company expects that
“Signify Health will play a critical role in advancing our
healthcare services strategy and gives us a platform to
accelerate our growth in value-based care. This
acquisition will enhance our connection to consumers in
the home and enables providers to better address patient
needs as we execute our vision to redefine the healthcare
experience.”*6

This deal highlights the importance that healthcare
providers anticipate home health will have going
forward, with the shift of healthcare (back) to the home
accelerating during the COVID-19 pandemic. Industry
analysts have also interpreted this deal as validation of
value-based care and its staying power.’ In anticipation
of this shift to the home, CVS has repeatedly noted their
intention to add home health, primary care services, and
primary care enablement technology to their portfolio
over the last year. CVS’s chief executive officer has
stated in investor calls that this Signify deal will not be
CVS’s last in these spaces.

The transaction, which still must be approved by
Signify’s  shareholders (although the majority
stakeholder has agreed to support the deal), is expected
to close in the first half of 2023. Post-closing, Signify will
operate as a separate business within CVS.*®
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Todd A. Zigrang, MBA, MHA, CVA, ASA, FACHE, is the President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of
valuation and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 25 years of experience
providing valuation, financial, transaction and strategic advisory services
nationwide in over 2,000 transactions and joint ventures. Mr. Zigrang is also
considered an expert in the field of healthcare compensation for physicians,
executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015 —
AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and industry
articles such as: The Accountant’s Business Manual (AICPA); Valuing Professional Practices
and Licenses (Aspen Publishers); Valuation Strategies; Business Appraisal Practice; and,
NACVA QuickRead. In addition to his contributions as an author, Mr. Zigrang has served as
faculty before professional and trade associations such as the American Society of Appraisers
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(ASA); American Health Lawyers Associate (AHLA); the American Bar Association (ABA);
the National Association of Certified Valuators and Analysts (NACVA); Physician Hospitals
of America (PHA); the Institute of Business Appraisers (IBA); the Healthcare Financial
Management Association (HFMA); and, the CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of
Business Administration (MBA) from the University of Missouri at Columbia. He is a Fellow
of the American College of Healthcare Executives (FACHE) and holds the Accredited Senior
Appraiser (ASA) designation from the American Society of Appraisers, where he has served
as President of the St. Louis Chapter, and is current Chair of the ASA Healthcare Special
Interest Group (HSIG).

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President and General
Counsel of HCC. Her work focuses on the areas of Certificate of Need (CON)
preparation and consulting, as well as project management and consulting
services related to the impact of both federal and state regulations on
healthcare transactions. In that role, Ms. Bailey-Wheaton provides research
services necessary to support certified opinions of value related to the Fair
Market Value and Commercial Reasonableness of transactions related to
healthcare enterprises, assets, and services.

Additionally, Ms. Bailey-Wheaton heads HCC’s CON and regulatory consulting service line.
In this role, she prepares CON applications, including providing services such as: health
planning; researching, developing, documenting, and reporting the market utilization demand
and “need” for the proposed services in the subject market service area(s); researching and
assisting legal counsel in meeting regulatory requirements relating to licensing and CON
application development; and, providing any requested support services required in litigation
challenging rules or decisions promulgated by a state agency. Ms. Bailey-Wheaton has also
been engaged by both state government agencies and CON applicants to conduct an
independent review of one or more CON applications and provide opinions on a variety of
areas related to healthcare planning. She has been certified as an expert in healthcare planning
in the State of Alabama.

Ms. Bailey-Wheaton is the co-author of numerous peer-reviewed and industry articles in
publications such as: The Health Lawyer; Physician Leadership Journal; The Journal of
Vascular Surgery; St. Louis Metropolitan Medicine; Chicago Medicine; The Value Examiner;
and QuickRead. She has previously presented before the ABA, the NACVA, and the
NSCHBC. She serves on the editorial boards of NACVA’s QuickRead and AHLA’s Journal
of Health & Life Sciences Law.

Janvi R. Shah, MBA, MSF, serves as Senior Financial Analyst of HCC.
Mrs. Shah holds a M.S. in Finance from Washington University Saint Louis.
She develops fair market value and commercial reasonableness opinions
related to healthcare enterprises, assets, and services. In addition she
prepares, reviews and analyzes forecasted and pro forma financial
statements to determine the most probable future net economic benefit
related to healthcare enterprises, assets, and services and applies utilization
demand and reimbursement trends to project professional medical revenue
streams and ancillary services and technical component (ASTC) revenue streams.
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