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Capstone Partners, a subsidiary of Huntington Bancshares Incorporated
(NASDAQ:HBAN), has been a trusted advisor to leading middle market
companies for over 20 years, offering a fully integrated range of expert
investment banking and financial advisory services uniquely tailored to

help owners, investors, and creditors through each stage of the
company's lifecycle.
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Pediatric Behavioral Health Services
Growing Unmet Need for School-Based Services

KEY SECTOR TAKEAWAYS

Capstone Partners’ Healthcare Investment Banking Group is pleased to share its Pediatric Behavioral Health
Services report. Merger and acquisition (M&A) activity in the Pediatric Behavioral Health Services sector
outperformed the broader M&A middle market. Close to 50 deals closed in 2023 down slightly from the 57
transactions completed in 2022. In particular, private equity has shown a strong appetite for school-based
therapy providers and companies that have developed solutions to combat the growing pediatric mental
health crisis. Several key report takeaways are outlined below.

1. Sector M&A activity has moderated compared to the prior year period, with 49 transactions
announced or completed through year-to-date (YTD) 2023.

2. The increased need for special education-related services has coincided with acute shortages of
clinicians such as speech language pathologists (SLPs) and board certified behavior analysts (BCBAs).

3. As the pediatric mental health crisis worsens, parents and school administrators recognize that it is
critical to deliver mental health services in school-based settings, yet schools lack the expertise and
access to clinicians to develop effective programs.

4. School districts struggling to provide the necessary support to students under the Individuals with
Disabilities Education Act, have increasingly turned to outsourced providers to deliver allied health,
behavioral health, and now mental health services.

Capstone Partners has developed a full suite of corporate finance solutions, including, financial advisory
services, merger and acquisition advisory, debt advisory, and equity capital financing to help privately owned
businesses and private equity firms navigate through each stage of a company’s lifecycle.

To learn more about Capstone’s wide range of advisory services and Pediatric Behavioral Health Services
sector knowledge, please contact us.
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HEIGHTENED DEMAND FOR SCHOOL-BASED THERAPEUTIC SERVICES

Demand for school-based therapy and behavioral
health services has continued to grow. Educators,
pediatricians, parents, social workers, and the
government have increasingly recognized the
benefits of intensive therapy to enhance critical
language, social, occupational, and fine/gross
motor skills; all of which are vital building blocks for
academic success.

The increased need for special education-related
services has coincided with acute shortages of
clinicians such as SLPs and BCBAs, posing
challenges for schools to provide the necessary
support to students under the Individuals with
Disabilities Education Act. The shortage of SLPs in
the U.S. has largely been due to the limited number
of openings in graduate programs, and the
increased need for SLPs as their scope of practice
widens and the autism rate grows. Employment for
speech-language pathologists is projected to grow
19% between 2022 and 2032, according to the
Bureau of Labor Statistics.! Additionally, demand
for BCBAs has been outpacing supply. Currently,
there are 66,339 BCBA certifications in the U.S. as
of 2023, while at the same time there were 57,569
BCBA job postings in 2022 alone, according to the
Behavior Analysis Certification Board.28

Dire Need for Therapeutic
Care in Schools

of children with autism
spectrum disorder (ASD)
weren't using any of the school-
based services (e.g,
occupational, or speech and
language therapy).

of parents of children
with autism felt that their
children were not receiving
the level of support that they
needed from their schools.

Source: Ontario Autism Coalition and Capstone Partners

In addition, school administrators and teachers
have been clamoring for mental health support
solutions driven by an unprecedented increase in
mental health issues facing children and
teenagers. Prior to COVID, the US. had already
been seeing a significant increase in the
prevalence of mental health issues among
adolescents. Anxiety and depression have
increased markedly among children and teenagers
in line with the rise of social media, ubiquitous use
of smartphones, and after-effects of the COVID-19
pandemic.

Mental Health Statistics for Youths
Ages 3-17

of adolescents have a
mental, emotional,
developmental, or
behavioral disorder

of adolescents of adolescents
have received an have diagnosed
ADHD diagnosis anxiety

of adolescents have  of adolescents have
diagnosed depression  diagnosed autism

>50% Tof 5
depression in children has kids in the U.S. show signs
increased over 50% over the or symptoms of a mental
past ten years health disorder

School districts have been providers of pediatric
mental health out of both necessity and choice.
Students who have faced a lack of external
options have been more likely to utilize school-
based services, even when external options are
available. Students struggling with psychological or
emotional issues have also been more likely to be
distracted in class, not attend school, or drop out
of schools entirely. Surveys have shown that the
majority of school officials identify “adolescents in
crisis” as a top concern, while serious mental
health-related crises now affect more than a third
of U.S. adolescents, according to a study by EAB.#
Additionally, 50% were concerned that districts
don't have adequate staff to address student
mental health needs, according to a nationwide
survey of parents and administrators on
perceptions of school-based mental health.®
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SECTOR M&A OUTPACES BROADER MARKET

Deal volume moderated slightly in the Pediatric Sector M&A Keeps Pace With 2022 Levels
Behavioral Health Services sector with 49

transactions announced or completed through

2023, following a more robust M&A environment in 120 -
2022. This marks a 14% decrease over the prior

year period, which compares favorably to the 100 -
broader M&A markets, which declined 25.2% YOY,
according to Capstone Partners’ Q3 2023 Capital
Markets Update.

80 - 67
60 -
Deal volume was primarily driven by private equity
add-on acquisitions, accounting for 65.3% of total

57
49
39
40 -

transactions for 2023. However, platform 24

investments from sponsors had fallen to 4.1% of 20 A 17

deal volume through full-year 2023, compared to l I

17.5% of deal volume through full-year 2022. 0 - . . . . .

Private equity transaction activity in general 2018 2019 2020 2021 2022 2023
softened in 2023, as exits of middle-market

Companies dropped by 25% during Qs, according Source: Capital IQ, FactSet, PitchBook, and Capstone Partners
to PitchBook.®

Number of Transactions

Buyers showed a strong appetite for sector players that maintained robust financial performance through
2023, many of which were focused on offering school-based and mental health related services. For clinic and
home-based autism service providers, labor challenges and stagnant payer rates forced sponsors to prioritize
operational improvements alongside organic growth. “I think a lot of investors mistook a surplus of demand for
an easy ability to generate good financial outcomes. Meaning that there were so many children who needed
access to care, they assumed financial success would follow,” said John Hennegan, Partner at Shore Capital
Partners, in an October interview with Behavioral Health Business.” In some cases, market participants have
prioritized school-based services over clinic and home-based care models. Of note, Golden Gate-capital
backed Invo Healthcare Associates has left the home and center-based autism therapy segments to focus on
its legacy offering of school-based allied and behavioral health services. Despite the challenges, a number of
private equity backed companies are still pursuing acquisitions of autism home and center-based providers
with deals completed by BlueSprig Pediatrics, New Story, and Dallas-based Apara.

M Private Public PE Platform m PE Add-On

Private Equity Firms
Account for Largest 100% -
Portion of Total Deals in

Recent Years 80% -

Despite an elevated
interest rate environment
through YTD, private equity
firms have carried the
majority of transaction
activity using portfolio
companies to execute buy-
and-build strategies at a
high rate.

23.5%

60% -

15.6%

40% | 17.7%

20% - 43.8%

Percent of Transactions

0%
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Source: Capital IQ, FactSet, PitchBook, and Capstone Partners




NOTABLE M&A TRANSACTIONS
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Mental and Behavioral Health M&A Transactions from 2023

empaower

FullBloom

EmpowerU, a provider of evidence-based
education and behavioral health solutions, was
acquired by FullBloom in September 2023 for an
undisclosed sum. Launched in 2018 to support
rising levels of anxiety and depression among
young people, EmpowerU develops digital
educational platforms scaling mental health
services at a reduced cost. FullBloom supports
150,00 students, according to a press release.?

ARC

HEALTH

rem dayspring

Thurston Group-backed ARC Health, a leading
behavioral health platform, acquired DaySpring
Behavioral Health in August 2023 for an
undisclosed sum. DaySpring provides healthcare
services such as mental health needs for children
and adolescents. The Washington-based business
supports 450 clients a month over 1,600 sessions
according to a press release.’© The acquisition is
part of ARC's aggressive M&A strategy in the
sector since its inception in 2021.

,)"{/ EdLogical

@Poin’t Quest -

PAGIFIC CORST

Avesi Partners-backed, Point Quest, a leading
provider of pediatric behavioral health and special
education services, announced its acquisition of
EdLogical (June 2023) and Pacific Coast Speech
Services (PCSS) (March 2023) for undisclosed
sums. Both EdLogical and PCSS serve Southern
California school districts, providing behavioral
health and speech therapy services. The deals
expand Point Quest’s presence into California.

TRUMPET

BEHAVIORAL HEALTH

:;ZBlue

Kohlberg, Kravis, Roberts & Co. (NYSE:KKR)-backed
BlueSprig Pediatrics acquired WindRose Health-
backed Trumpet Behavioral Health in October
2023 for an undisclosed sum. The deal includes
the 37 locations across seven states operated by
Trumpet, including the company’s two subsidiaries,
Therapeutic Pathways and The Behavior Center,
according to a press release.? The acquisition also
adds to Houston-based BlueSprig’s 137 centers.

Thrive Alliance Group

)
" New Story

New Story Group, a portfolio company of Audax
Management, acquired Thrive Alliance Group in
September 2023 for an undisclosed sum. New
Story operates 75 schools and behavioral health
clinics across the Northeastern U.S, Virginia, and
Ohio. Thrive Alliance, which supports children with
mental health needs in public schools, is New
Story’s latest acquisition which extends the
company'’s continuum of programs to the general
education population.

Specialized Education & LATTICE

Educational Services

Specialized Education Services (SESI), a provider of
special education and behavioral health support
programs, acquired Lattice Educational Services in
July for an undisclosed sum. Lattice is a nonpublic
school program in the California Department of
Education offering programs to students with
developmental disabilities. The acquisition of
Lattice expands SESI's programs in California to
nine total, according to a press release.”
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Date Target Acquirer Target Business Description Transaction Type
12/04/23 Advan.ceq ARC Health Operates the APG Center for Autism & ADHD treatment. Private Equity Add-On
Psychiatric Group
waszs TELE ew oy Group focyides behaerland eccationa servicesiended
1/21/23 ﬁeesr:;}:/eggle;tions Family of Kidz I(Z:]fge;zg:;ﬁri]::gcp;)fszf\il?:g:ccupational, CInel ERCE Private Strategic
10/30/23 :;";/”Chha;g’;y Group  ARC Health ggg;;esrge?f:taar: Qi@';:éfgmsm for children, Private Equity Add-On
10/18/23 'Il_'irumpet Behavioral Blue Sprig Pediatrics Pl.'ovides treatment for patients. with‘a.utism spectrum Private Equity Add-On
ealth disorders and developmental disabilities.

osi0p2s Shectmowse Proudloments - Offers wreatmentforchcrn with utom spectrum
oojig3  NEANIENCe ey siory Group  Frovides mentalwelness support services intended for Private Equity Add-On
09/13/23  EmpowerU FullBloom ai‘ﬁ';’lasegﬂf'geeig‘\jﬁFﬁﬁg‘;@"; égﬁ?cdgjtgzi?epsf""e Private Equity Add-On
0O SHEHeotn  fectbeck  Offrs mente and ses vkt suppor for femae
08/16/23  Bright Behavior f;;&glg;’::ed tpgg‘r’;‘;f,sfgfggﬁgrk;ﬁha"k’r analysis (ABA) Private Equity Add-On
Osfbizs DNSETTE. . ACheatn  Ofershesiearssenices suchas menta
07/27/23 gi;iigia Assets of New Story Group goergl;iesgsDtiZgr\c/jierﬁinia assets of the Center for Autism Private Equity Add-On
07/14/23  Limbix Big Health ?h?fr'é’g’f r:e‘r’"tggf'azh;:‘g:‘:t'ﬁeﬂfatfflgzl intended for Private Equity Add-On
ovizs oo Educatonsl Specialed - Operstes e nonpubc schoclmertel el progrm
06/27/23 Lc;t;lrtﬁehavioral Comvest Partners f:s)ﬂggtsi;ig?\g?or?ltzzilsth services and Platform Investment
06/26/23 QSQ?CEZ:Y Behavior IArZS()OI:ieaa;I:Care S}Eﬁjrrseﬁcxi/\l;‘i(t:ﬁgz?iiﬁhd behavioral health services for Private Equity Add-On
QU Eologesl  PomQuest  hoidershedaleducaton hascratenth < pryges ity Adc-On
03/09/23 ﬁgﬁ:fi%i':citzzung Efe(;a/::i;égenters Offers mental health services to adolescents. Private Equity Add-On
03/09/23 g?)(;zishcsc'e’f/tices Point Quest gg%\;ig‘:risg;ﬁg?ntigerapy LI D Selneel ClEEeB i Private Equity Add-On
02/22/23 gz[jt:sse}ianrg Florida ifeltr?cgonnect Swf;ﬁ’r?akr;eilt;:\s/-ioral therapy focusing on children and Private Equity Add-On
02/16/23  Sora Therapy l,\\l/;‘iil:sb Zg\g%isn?:r?tgtg;;?b space for children with Private Strategic

Source: Capital IQ, PitchBook, FactSet, and Capstone Partners



Pediatric Behavioral Health Services | January 2024 @

BUYER UNIVERSE

Capstone has built relationships with and tracked buyers that have been highly acquisitive in the Healthcare
industry, particularly those that have completed notable transactions in the Pediatric Behavioral Health Services
sector. Our sector knowledge and network provides us with unique insights into this buyer universe and growth

drivers for the companies within it. If you would like to learn more about relevant buyers in your sector, please
reach out to Eric Williams or Mark Surowiak.
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PEDIATRIC BEHAVIORAL HEALTH SERVICES REPORT CONTRIBUTORS

Eric Williams
Managing Director
ewilliams@capstonepartners.com | 215-854-4065

Based out of Philadelphia, Eric serves as a Managing Director at Capstone Partners and
leads Capstone’s Health and Medical practice. Eric has successfully completed more
than 100 transactions in sectors including health care services, medical devices and
diagnostics, pharmaceutical outsourcing, behavioral health, and healthcare staffing. Prior
to Capstone, Eric was responsible for managing the Eastern region for Morgan Stanley
Smith Barney’s Capital Strategies Group and its predecessor, Citi Capital Strategies. Eric
has 25 years of experience managing strategic sale assignments and leveraged
recapitalizations for owners of privately held companies. In 2022, he received the
“Americas M&A Deal of the Year” at the M&A Atlas Awards for his work on the
acquisition of EBS Healthcare.

He has also executed complex cross-border transactions with foreign buyers based in
London, Germany, Sweden and Switzerland and has structured deals with leading private
equity groups and strategic corporate buyers. Previously, Mr. Williams worked as a
senior executive with Newport Securities Corporation.

Mark Surowiak
Director
msurowiak@capstonepartners.com | 215-854-4063

Mark is a Director in the Philadelphia office with over 15 years of experience in mergers
& acquisitions, private placements and financial advisory services. While Mark’s primary
focus includes clients in the health and medical industry, his experience spans a broad
range of industries, including government and defense contracting, manufacturing and
outsourced business services sectors. Prior to investment banking, he enjoyed a career
in the social services field.

Previously, Mark served over 10 years as a senior investment banking professional in
Morgan Stanley Smith Barney’'s Capital Strategies Group. Over his career, Mark has
focused on developing deep credentials and expertise in the sale and recapitalization of
privately held businesses.

Joe Collins
Market Intelligence Analyst
jeollins@capstonepartners.com | 617-619-3344

Joe is a Market Intelligence Analyst at Capstone Partners primarily focusing on the
Aerospace, Defense, Government & Security (ADGS) and Healthcare industries. Prior to
joining Capstone’s Market Intelligence Team, Joe was an intern at Recount Media Inc., a
digital media and political news company. At Recount Media he worked on client
outreach, social media strategy, and database management for content produced by
the company’s slate of news podcasts. Joe has a BA in Politics from Bates College.
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FIRM TRACK RECORD

Capstone’s Healthcare Investment Banking Group has represented numerous businesses in the Pediatric
Behavioral Health Services sector. The Healthcare Group’s highly skilled transaction execution team leverages
their extensive buyer and investor relationships and in-depth sector knowledge to provide a favorable
outcome on behalf of their clients. Sample recent engagements are outlined below.
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Disclosure

This report is a periodic compilation of certain economic and corporate information, as well as completed and announced merger and
acquisition activity. Information contained in this report should not be construed as a recommendation to sell or buy any security. Any
reference to or omission of any reference to any company in this report should not be construed as a recommendation to buy, sell or
take any other action with respect to any security of any such company. We are not soliciting any action with respect to any security
or company based on this report. The report is published solely for the general information of clients and friends of Capstone
Partners. It does not take into account the particular investment objectives, financial situation or needs of individual recipients.
Certain transactions, including those involving early-stage companies, give rise to substantial risk and are not suitable for all investors.

This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not
be relied upon as such. Prediction of future events is inherently subject to both known and unknown risks and other factors that may
cause actual results to vary materially. We are under no obligation to update the information contained in this report. Opinions
expressed are our present opinions only and are subject to change without notice. Additional information is available upon request.
The companies mentioned in this report may be clients of Capstone Partners. The decisions to include any company in this report is
unrelated in all respects to any service that Capstone Partners may provide to such company. This report may not be copied or
reproduced in any form or redistributed without the prior written consent of Capstone Partners. The information contained herein should
not be construed as legal advice.
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Market Presence

With a long-established U.S. footprint, together with an international partner
platform, we provide clients with broad expertise and access to key market
relationships on a global basis. Our presence is backed by ~200 professionals in the
U.S. with 450+ partners across 41 countries.

242 $26B 26% 8th

M&A transactions aggregate of our deals globally ranked for
completed in 2022 transaction value are cross- deals under $500m
border
450+ 15 2,200
team of IMAP partners industry verticals with historical completed
worldwide global expertise transactions

United States International

~200 professionals 450+ partners

8 offices 60+ offices in 41 countries

Boston - Chicago - Dallas - Asia: China - India - Japan - Thailand

Denver - Detroit - Irvine - Africa: Congo - Egypt - Ghana - Ivory Coast - Mauritius - Morocco - Nigeria - Senegal - South Africa
New York - Tampa Americas: Toronto - Vancouver - Argentina - Brazil - Chile - Colombia - Mexico - Panama & Central

America - Peru

Europe: Belgium - Bosnia & Herzegovina - Croatia - Czech Republic - Finland - France - Germany -
Hungary - Ireland

Italy - Netherlands - Poland - Portugal - Russia - Serbia - Slovakia - Slovenia - Spain - Sweden -
United Kingdom

capstonepartners.com
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