VETERINARY SERVICES POST-PANDEMIC:
HAS ANYTHING REALLY CHANGED?

October 2021

Ty HarrisWilliams



Table of Contents

I AS THE INDUSTRY STRUCTURE IS EVOLVING...

I .KEY INVESTMENT THEMES ARE CRYSTALLIZING

1] ABOUT HARRIS WILLIAMS

Hy HarrisWilliams




Where Were We 1in 2019?

VETERINARY URGENT
DERMATOLOGY SERVICES CARI.E
2@ i .
- [SENTAL SERVICE PHYSICAL
VISION ERELE ORGANIZATIONS THERAPY
o y,)
I' \ 2
(®) S ﬁ? =
e (’*
INNINGS 1 — 3 (THE LAND GRAB STAGE) INNINGS 4 — 6 (THE PROFESSIONALIZATION STAGE) INNINGS 7 — 9 (THE CONSUMER STAGE)
Clinical Efficiency ‘/\’

Back-Office Capabilities (‘/

Scale Developed (

CH=RCN=N "N

o000

o ™\
Customer Experience Focus (J‘
.. . s Opportunity for investors
Physician Experience (™ A
Y P N to continue to add value
Level of Consolidation O

Key Operational o nformation
Capabilities L Core Wy  Financial Technology

- I-E Real Estate &
(572 Facilities Planning & Marketing / - O
4 Physician
y= Administrative Management ) Management Branding, & , Ret\éntion ECustpmer
Develo pEd 7 Functions Operations Equipment & lﬁl Payor = Patient Acquisition M m xperience N

Supplies Contracting | =%




COVID Was No Match for Sector Interest

M&A remained strong through the pandemic, as the industry proved exceptionally stable on a relative and absolute basis
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Scale Players Are Pressing Their Advantage

It is expected that several of these companies will go public in the relative near-term.
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Industry Metries Are Well-Understood

VALUE DRIVERS EXPECTED DIFFERENTIATORS
= Regional footprint = Price/volume optimization
= Tiered hospital performance by size = Increase in revenue per pet visit
OPERATIONAL = |ncrease in NPS scores

= DVM staffing

= Increase in same-hospital sales = Acquisition integration plan

= Proven acquisition discipline = Post-acquisition margin expansion
GROWTH = De novo strategy

= Business Development = Uniform practice management

= HR = Professionalized marketing
SYSTEMS/ -

INFRASTRUCTURE

= Legal

= Corporate SG&A = Hospital-level margin improvement

= 4-wall EBITDA tracking = Acquisition multiple dilution
FINANCIAL = Low capex requirements




DVM Staffing Only Getting More Challenging

INCREASING PET OWNERSHIP®...

...COUPLED WITH STABLE DVM
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Investors Are Seeking (and Paying Up for) Differentiated Models

UNIQUE SERVICE OFFERING
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Harris Williams Firm Update

FIRM OVERVIEW CONTINUED INVESTMENT IN PEOPLE

= 400+ professionals across the US, Europe and Asia HW headcount has increased 7x since 2000

= 30-year history, with over 170+ closed sell-side M&A transactions in the last 24

months 400+ Professionals

= A “One P&L" culture

oo

% Dedicated HW
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1991 HW Headcount 2021 YTD
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Leading Healthcare and Consumer M&A Franchises

Healthcare and Life Sciences Group
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Veterinary Group

Berkshire Partners

OMERS

has acquired

a portfolio company of
Aerospace, ¢ B LaTTicenonk
Defense, & : ; Healthcare & Life

Government Sciences has been acauired by

Services , FZN
\ OAK HILL
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PHARMACY SERVICES
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LLR

has been acquired by

a portfolio company of a portfolio company of

has received an
investment from

NexPhaseA)

2 WINDROSE

has been acquired by

FRAZIER

HEALTHCARE PARTNERS

has been recapitalized by

Business A R EWEL Specialty 7 Morgan Stanley
Services Distribution 29} Capital Partners

Animal Health ¢

HOME
FRANCHISE
1+ @ CONCEPTS

a portfolio company of

Technology,
Media, & s conSU mer a portfolio company of

Telecom !%

has been acquired by

DOG TREATS & CHEWS

has been recapitalized by

Blackstone

a portfolio company of

Culbro, LLC.

has received a significant
investment from

TRILANTIC

has been acquired by

ﬁ_{M FAMILY

525 "ENTERPRISES INC.

PATTERSON Ogs BregalPartners

Transportation

Power, & & Logistics

Infrastructure

Consumer Group
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Extensive Experience in Pet Care

PET CARE TRANSACTIONS

Official Sponsor

THOUGHT LEADERSHIP IN PET CARE

Americansy,

\Veterinary Group

a portfolio company of

has been acauired by

FZN

OAK HILL

CAPITAL

Berkshire Partners

has acquired

VET

STRATEGY

® pathway"

vet alliance

a portfolio company of

Morgan Stanley

Global Private Equity

has been acquired by

TSG CONSUMER

¥ MEDVET

has received an
investment from

golaman
achs

=N
OAK HiLL

CAPITAL PARTNERS

has acquired

V]E_j'ﬁ VetCor

VETERINARY PAAETIGE PA

a portfolio company of

DEERFIELD

has been recapitalized by

= PAMLICO

S

petpartners:

a portfolio company of

" MEZZANINE CAPITAL

has been acquired by

incorporated

BETTY BAUGH'S

o

ANIMAL CLINIC

has been acquired by

Southern Veterinary Partners

An,’mal ‘H‘ealth @

a portfolio company of

has been acquired by

PATTERSON

PHILLIPS

PET FOOD & SUPPLIES
S 1938 -

a portfolio company of

AEA

has been recapitalized by

homas ee Partners

DOG TREATS & CHEWS

a portfolio company of

Culbro, LLC

has received a significant
investment from

O,
<><>B BregalPartners

a portfolio company of

5 WIND POINT PARTNERS

has been acquired by

. OLYMPUS PARTNERS

Three Factors Shaping M&A Strategy in
the Global Pet Products Industry

Pet Food Becoming More Premium

Ty Haris Williams

Article

Ahead of the Pack: The Next Generation of Veterinary
Services Platforms
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Little Fish, Big Opportunity: Veterinary Services in the Middle Innings

VETERINARY SERVICES MARKET OVERVIEW
SEPTEMBER 2016

MARKET GROWTH DRIVER:
PETS ARE INTEGRAL MEMBERS OF THE FAMILY

Growing "humanization” and increased sense of pets as key members of the family
produces an inelastic demand curve for pet freatment and healthcare
* Highly emotional human-animal bond
* In fimes of recession, owners are less sensiive 1o fhe overall price of care for neir pefs and are more
willing fo seek out necessary freatment
= Owners re increasingly insuring fheir pets against more catastrophic events, although there is significant
room for futher growih

14 2014
- Sfil earyin arowh cycle: despite recent expansion, only 1% of pefs n the Us. ore insured, s compared 10 23% n the UK.
- Owners wih pet 120% more, of senvices as
compared fo those without insurance.

EMOTIONAL BOND BETWEEN PET AND OWNER... CREATES INELASTIC DEMAND FOR PET HEALTHCARE

icing cices 1001 1o 215
9% 01 ot owners view pols s fomly momberor componion

3% ofpot cners wou ik s for i pot 2m
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" VETERINARY PRACTICE MANAGEMENT DRIVER:
+59 HIGHLY FRAGMENTED MARKET

%2l Highly fragmented universe of veterinary hospitals presents consolidation opportunity for
wxd operators of scale
= 90%+ of the 28, pitals i the US. ore owned
* Veterinary services s in the early stages of consolidation, with consolidator ownership expected fo nearly
double by 2025P
| Comolaton rends given aging of and @ growing preference among
graduating veterinarians fo work for @ veterinary services platform rather than start their own practice or
| «acquire on existing hospital
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= 99

I ConvoidotorOurorip Bl indopendont Horptol:

Top Provider Marke! Share

-3




Contact Us

Geoff Smith

Managing Director,
Co-Head of Healthcare Group
20+ Years M&A Experience
M.B.A. MIT Sloan
B.B.A. Emory University

gsmith@harriswilliams.com

Whit Knier

Managing Director,
Healthcare Group
15+ Years M&A Experience
M.B.A. Kellogg
B.S. Washington & Lee

wknier@harriswilliams.com

Corey Benjamin
Managing Director,
Consumer Group
15+ Years M&A Experience
M.B.A. Duke Fuqua
B.A. University of Virginia

cbenjamin@harriswilliams.com

Nate Robertson
Vice President,
Healthcare Group
6+ Years M&A Experience
M.B.A. Duke Fuqua
B.B.A. University of Georgia

nrobertston@harriswilliams.com



