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Can a serial acquisition strategy work for a diagnostic consulting firm?
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Michael Curry and Keith Burns relaxed into their late Friday routine, recapping their
company's week and planning the next. That August 2018 afternoon, they also considered a
larger question - whether a strategy of serial acquisitions was the best way to grow their
company in the future.

Four years earlier they had acquired Krueger-Gilbert Health Physics, Inc. (KGHP), a full
service, comprehensive diagnostic medical and health physics consulting company, using a
search fund vehicle to finance the investment. Burns and Curry were both pleased and proud of
their experience with managing KGHP. After facing some initial challenges, the company was
stable and growing organically.

Burns and Curry had already expanded KGHP through the acquisition of two similar firms in
their region. In addition, four months earlier KGHP had initiated its third and largest
acquisition, Virginia Beach Consultation Company (VBPCC), another provider of diagnostic
and health physics support in the region. Operational integration was on track as was financial
performance, despite some cultural challenges with fitting the two teams together. (See Exhibit
1 for KGHP 2018 financial statements.)

In their wide-ranging Friday conversation, Burns and Curry considered whether making more
acquisitions could be a tenable growth strategy for KGHP. They had observed that
consolidation strategies had worked in multiple industries, but also that some attempts at
consolidation had failed spectacularly.

As the afternoon grew to a close, Burns and Curry pondered many questions about the firm's
future. After four years of leading the firm, they still felt a bit like rookie entrepreneurs. Could,
or even should, KGHP take on an additional expansion and acquire another firm? Had they and
the firm developed the necessary operating experience?

They also mulled over the strategy of serial acquisition as a longer-term approach. What were
the risks inherent in the plan? Did growth by acquisition just seem more glamorous than a
laborious organic growth plan? Would the strategy really create value for shareholders,
customers, and team members? Curry and Burns thought about why some serial acquisition
companies thrived and why some just fizzled and collapsed. What were the factors that led to
success?
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Creating the Search Fund

Prior to KGHP, Curry and Burns had both enjoyed successful professional experiences after their
undergraduate experience at Emory's Goizueta Business School.

Burns had degrees in law and real estate development from Columbia University, where he had been a
Harlan Fiske Stone Scholar. He had then worked at Jones Day and Latham & Watkins law firms, and later
at Goldman Sachs, where he had led numerous deal teams and structured and negotiated mergers and
acquisitions as well as capital markets transactions for private equity and corporate clients.

Curry had earned an MBA from the Booth School at the University of Chicago, where he was co-chair of
the Booth Entrepreneurship through Acquisition (BETA) group and a recipient of both the Charles M.
Harper Scholarship and the Robert Toigo Fellowship. He then went into private equity investing, both
with a Chicago-based firm and as an independent sponsor. Additionally, he was an entrepreneur who had
founded Phoenix Bespoke, a custom tailoring business.

However, both Burns and Curry yearned to be CEOs. They decided to create a search fund to find an
opportunity that would allow them to realize this goal. Budding CEOs arranged these funds to finance a
search to acquire an existing venture and then operate it, using the support of experienced investors,
entrepreneurs, and business operators. Successful search fund organizers could build a material equity
position in the purchased enterprise by closing a deal, operating the business, and growing the value of
the enterprise. Many search fund organizers argued that the search fund model de-risked
entrepreneurship by allowing the founders and investors to focus on a going concern that had a proven
track record and positive cash flow. ®

In 2013, Curry and Burns formed their search fund Seneca Creek Partners, LLC,* with the goal of
purchasing a business with $10 million to $30 million in revenue, which they would then manage. The
fund raised $620,000 in capital from 18 investors, and set a 24-month search period to find an
appropriate business. The search had the normal difficulties, but in April 2014, Burns and Curry
purchased KGHP for $14.75 million.

Both Curry and Burns were African Americans. From the initiation of the search fund, they were aware
that very few search funds had been led by African Americans. During the search process the team had not
detected explicit discrimination in raising funds or in interacting with potential sellers, but they had
experienced some self-imposed pressures and heightened expectations that they felt would affect whether
their project would be seen as successful for all parties involved. In spite of the challenges, the duo wanted
to clear a path for more future African American search funders.

Finding KGHP

When Burns and Curry purchased KGHP, the company brought in $5.06 million in annual revenue with
an adjusted EBITDA of $2.4 million. The company employed 17 people. KGHP, Burns and Curry
believed, fit Seneca Creek’s goals and their business interests.

Burns and Curry had initially learned about KGHP in the second month of search, after an introduction
to the firm through a small regional investment bank. The investment banker for the deal was Minkyung
“MK” Kim. Kim had done her undergraduate work at Berkeley and her MBA at the Yale School of
Management. She had established herself as a go-to banker in medical physics space. She was considered
bright and creative; in addition to being a financial whiz, she also wrote short stories and novels.
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Observers noted that she made deals happen, and described her as competent, analytical, and having the
magical ability of woo buyers and sellers to a mutually successful closing.

Burns and Curry liked the business they had acquired. KGHP offered a diverse set of services to its
customers. KGHP performed services in all subfields of medical physics except therapeutic radiological
physics. The company placed a strong emphasis on diagnostic medical physics. KGHP’s largest service
offering, nuclear medicine, represented less than 15% of the company’s net revenue.

The company also had a diversified customer base. KGHP had approximately 500 customers, with no
single customer representing more than 8% of the company’s annual revenue. The customer revenue base
consisted of hospitals (58%), freestanding imaging centers (33%), and physicians' offices (9%). KGHP
enjoyed high EBITDA margins and consistent revenue retention rates of over 95%. The company had
strong relationships with its clients, the majority of whom signed contracts with a minimum two-year
commitment (which Burns and Curry increased to three-year commitments for renewals).

Industry Background

Medical physics was a branch of physical science that applied the concepts and principles of physics to the
diagnosis of human diseases and the treatment of human patients. Medical physics encompassed four
subfields:

e Diagnostic medical physicists focused on creating images for physicians to use in diagnosing diseases.
Medical physicists ensured that imaging machines optimized imaging capabilities, minimized
radiation exposure, and complied with multiple regulations and accreditation standards.

e Radiation or oncology physicists dealt with delivering radiation, usually to a cancerous site, to cure or
palliate the disease.

¢  Nuclear medicine physics dealt mostly with imaging, particularly PET and SPECT imaging, for
diagnosis or therapy.

e  Medical health physics generally focused on radiation protection, ensuring compliance with
regulation, monitoring staff dosage, and facilities design.®

Medical physicists shared responsibilities with physicians and technologists to prepare clinically
diagnostic images and appropriate treatment plans for patients undergoing diagnosis and treatment using
radiology and other nuclear technology, while ensuring patient safety. As one description noted, “The
tirst responsibility of the medical physicist is to the patient - to ensure that the programs are in place to
facilitate the production of quality diagnostic images consistent with the available technology and which
optimize safety (including radiation, mechanical, and electrical) for the patient.”®

The Demand for Medical Physics

The U.S. medical physics market was estimated to represent an opportunity of at least $1 billion.” The
demand for medical physics services was expected to grow as regulations changed, increasing the
complexity of imaging modalities.

The industry was highly fragmented and primarily comprised of small players. However, there was a
continued trend toward outsourcing. Hospitals and clinics were trying to reduce costs by using longer-
term contracts with outside providers, in a desire to eliminate the need for hiring temporary staff and for
providing internal extensive training to ensure high quality physics.
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Factors driving the increased demand for medical physics services also included new accreditation
standards, an aging patient population, and more medical and diagnostic laboratories:

New accreditation standards: Both Medicare and private payers had implemented new
accreditation standards for imaging reimbursement. Effective January 1, 2012, new requirements
for equipment accreditation became mandatory for providers of imaging services. To receive
payment from Medicare for the technical component of imaging services, all hospitals, imaging
centers, and doctors’ offices had to meet the requirements of the Medicare Improvements for
Patients and Providers Act of 2008 (MIPPA).® Imaging machines had to undergo annual
calibration and testing to be fully accredited by one of several regulatory bodies: the American
College of Radiology (ACR),? the Intersocietal Accreditation Commission (IAC),'° or the Joint
Commission (JC), an umbrella nonprofit overseeing multiple accrediting organizations. !!
Medical physicists were responsible for carrying out these procedures.

Aging patient population: The aging U.S. population was increasing the demand for healthcare
services, including diagnostic services and radiation treatments. The number of Americans over
65 years of age was expected to increase by 36% between 2010 and 2020.'2 As a result, more
healthcare, including diagnostic services and preventive testing, would berequired.

Growth in imaging centers: With 6,816 imaging centers operating in 2014, the U.S. market had
reached its second largest number of centers in 10 years. The output of U.S. medical and
diagnostic laboratories was forecasted to grow at an annual compound rate of 7% between 2013
and 2017.'3 The number of diagnostic machines in service was expected to expand with this
increasing demand, leading in turn, to a need for more medical physicists.

The Supply of Medical Physicists

The supply of medical physicists, especially diagnostic physicists, was expected to remain limited, even as
demand increased. There were strong barriers to entry, due to of the significant education and
certification obligations required to become a medical physicist. Additionally, the aging of certified
medical physicists posed additional challenges to the field.

One significant barrier was in the certification pathway for diagnostic medical physicists. Rules in place in
2017 required candidates for medical physicist physicians to earn an M.S. or Ph.D. in medical physics,
physics, radiation biology, or a related discipline, from an accredited program. They also had to complete
training in clinical medical physics. Clinical training could be obtained through an accredited residency
traineeship or a postdoctoral program that lasted one or two years.

In addition, medical physicists had to obtain certification in specific subfields of medical physics with the
associated certifying body. Certification for subfields required proof of a degree from an accredited
program, completion of an accredited residency program, and successful completion of required written
and oral exams. For example, certification by the American Board of Radiation (ABR) '* required a
candidate to pass two computer-based exams and one oral exam. Since 2014, candidates for ABR
certification must also have completed a residency program accredited by the Commission on
Accreditation of Medical Physics Educational Programs (CAMPEP). 'S

In spite of the increasing demand for medical physicists, the number of slots available in approved
programs was small. According to the 2012 American Association of Physicists in Medicine (AAPM)
workforce study, the estimated annual demand for diagnostic physicists was 30, while the number of
diagnostic resident positions per year was ten. The CAMPEP Commission listed eight approved residency
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programs in diagnostic medical physics, with ten residency spots in total in the U.S. This limitation
significantly reduced the number of younger qualified diagnostic medical physicists entering the field.

In addition to the limitations on the number of new entries, experts estimated that the existing pool
would be shrinking. The majority of medical physicists were nearing retirement. The AAPM 2012 salary
survey found that the average experience for ABR-certified physicists with a master’s degree in diagnostic
medical physics was 22 years, in nuclear physics was 28 years, and in radiologic physics industries was 36
years. Additionally, there had been a continued focus on therapeutic specialization, due to higher pay and
a better work-life balance. The supply of medical physicists, especially types of specialists of the type
KGHP required, was expected to remain limited as many physicists moved to therapeutic specialties.

Industry Regulation

The use of radioactive material in the medical field was highly regulated, and a major function carried out
by medical physicists was to ensure compliance with all the restrictions. Various Federal agencies,
including the Nuclear Regulatory Commission (NRC) ' and the Food and Drug Administration
(FDA'"), various state regulatory boards, and unaffiliated standards groups, all provided oversight for the
medical physics industry.

The NRC provided oversight of the use of nuclear medicine through the licensing, inspection, and
enforcement of medical facilities and authorized physicians. It set regulations regarding the medical use of
radioactive material to prevent needless radiation exposures for patients and medical workers. In addition,
a majority of U.S. states had signed agreements authorizing the NRC to regulate certain uses of
radioactive materials within their borders. All the states in KGHP’s target market, Maryland, Virginia,
and Pennsylvania, were “Agreement States,” impacting how KGHP and its competitors operated there.

The FDA regulated the use of radiation in mammography. All mammography sites had to be licensed by
the FDA and adhere to federal regulations. Failure to comply with these regulations could result in fines.
Diagnostic medical physicists performed required equipment testing, assisted in image quality
optimization, and provided oversight for in-house quality assurance programs — all essential in helping to
maintain quality and avoid federal fines.

Other government regulatory bodies operated at the state level. For example, Maryland's Department of
the Environment Radiation Control Advisory Board and state and county departments of health and
human resources oversaw matters that related to radiation. These agencies could also fine medical
practices for noncompliance. Medical physicists performed various services to ensure that their clients
remained in compliance.

In addition to governmental oversight, a number of nonprofit groups promulgated standards. Although
they did not have the ability to fine noncompliant organizations, their standards were widely followed in
the healthcare industry. For example, the Joint Commission (JC), an umbrella nonprofit overseeing
multiple accrediting organizations, accredited and certified more than 20,000 healthcare organizations
and programs in the U.S. Healthcare organizations seeking to obtain or maintain JC accreditation were
required to manage medical equipment risks, which included identifying their respective activities and
processes for maintaining, inspecting, and testing all medical equipment. The JC required documentation
from the organization showing that the medical equipment has been inspected, tested, and maintained,
including the frequency of such activities.

Medical testing, inspection, and maintenance were critical components of the JC’s accreditation scoring,
since inadequate risk management of medical equipment was likely to create immediate risks to patient
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safety. Healthcare organizations valued JC accreditation and sought to maintain it by meeting the JC’s
standards. Noncompliance with the JC could lead to bad publicity and a loss of income for healthcare
providers. Medical physicists played a key role in certifying compliance.

Two other organizations, the American College of Radiology (ACR) and the Intersocietal Accreditation
Commission (IAC), released standards and accreditation requirements dedicated to ensuring quality
patient care. Both organizations focused on imaging and nuclear medicine and covered multiple
modalities. The ACR had accredited more than 35,000 facilities, and the IAC was working in concert
with more than 12,000 sites. Like the JC, these organizations did not have the ability to fine an
organization. However, healthcare organizations coveted ACR and IAC accreditations because the
accreditations demonstrated dedication to meeting the highest standards and to delivering quality care.
Again, medical physicists were critical participants in ensuring certification. (See Exhibit 2 for additional
certifying bodies.)

The Competitive Landscape

In 2018 the diagnostic medical physics market was fragmented, primarily comprised of specialized
regional and local players, who provided most of the competition in the field. A handful of large
healthcare providers maintained internal employees who were responsible for performing diagnostic
medical physics functions, but most healthcare providers looked to outsource the medical physics
functions. Outsourcing eliminated recruitment and training expenditures, helped providers to efficiently
meet requirements for less-than-full-time service, and provided other cost reductions.

KGHP’s main competitors in the mid-Atlantic region were small medical physics practices, including
Associates in Medical Physics (AMP) and Stan Wadsworth. (See Exhibit 3 for a full list of KGHP's
competitors.)

A Rocky Start at KGHP

When Curry and Burns initially purchased KGHP, they faced a series of disasters with just about
everybody. In the first weeks they faced fears of the departure of additional physicists, they had a
disgruntled board, and their financial reporting was shaky.

First, the sellers, Sally and Doug Sylvester, sent an email to employees announcing the sale of the
company before Burns and Curry could assemble an all-team meeting and get ahead of the announcement
of the sale. The rocky transition led to great concern by some employees, even leading one physicist to
resign. This was a big problem. Physicists were already in short supply, and without them, there was
absolutely no way to service their clients. Losing any part of the physics staff was the quickest way for
Curry and Burns to find their entrepreneurial venture at risk.

Moreover, immediately before closing the acquisition, KGHP had lost a client worth $150,000 in annual
revenue. This was a significant loss of EBITDA and quickly put the financial plan in jeopardy. Curry and
Burns recognized that the firm could not reduce payroll to offset the loss of EBITDA; with the national
dearth of medical physicists, it would not have been prudent to shed a physicist and then expect to be able
to scale back up when revenue rebounded. Professional labor had to be considered as effectively a fixed
cost, to be stockpiled in anticipation of future revenue growth.

Additionally, when Burns and Curry purchased KGHP, the company had what could generously be

described as “limited” accounting infrastructure, systems, and processes. The former owner, Doug
Sylvester, had handled accounting and financial reporting by forwarding a checkbook to his accountant,
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who then prepared cash-based financial statements. When Curry and Burns completed the KGHP
transaction, they immediately engaged a new Baltimore accounting firm to shore up this deficiency.

Soon after the business purchase, Burns and Curry had their first meeting with the board of directors,
which did not go well. The newly hired accounting firm did not provide the reconstructed GAAP financial
statements until 24 hours before the board meeting. Burns and Curry were thus unable to deliver the
reports to their directors until the eve of the meeting, agitating the directors who did not have any prep
time.

Even more damaging to the board relationship, the duo themselves were not up to speed on the financials
when they walked into the meeting. At the board meeting, the directors peppered the duo with probing
questions on the financials and the anticipated business performance. Burns and Curry were caught flat-
footed and did not convey an air of competence or confidence. The board let the budding entrepreneurs
know that they were concerned and displeased.

Things got even worse. Burns and Curry had wanted to grow their business during the first year, but they
were unsuccessful. Curry wryly commented, “It turns out that our mere presence did not magically
accelerate the sales growth we planned. We were pretty naive.” The lack of new sales and the material pre-
closing lost client put KGHP's results far behind the first-year projections. This, coupled with a prickly
board, put them in a tense place.

Burns, Curry, and the board of directors were all concerned with the business’s ability to grow
organically. To remedy this, Curry began a more aggressive approach to try to win new clients. He took a
Sandler Training'® program course on sales to increase his skills. Thinking back to his University of
Chicago Booth MBA experience and whether it had prepared him to lead this aspect of the business,
Curry noted,

They teach you theoretical selling: here’s what happens when a company is already growing 20%
a year, and here is what you can do to try to grow more. But getting in your car, arranging a sales
meeting, and then getting kicked out of people’s offices because you don’t know what you’re
talking about— or when people tell you that they absolutely will not ever switch from their current
provider to your company? No, Chicago Booth does not prepare you for those experiences.

In the second and third years of operations, things went better. KGHP enjoyed some organic growth
through Curry’s sales efforts, and EBITDA began to grow. The financials slowly stabilized, and the
relationship with the board improved as a result.

Being African American Entrepreneurs

Curry and Burns were proud to be African American entrepreneurs, but they recognized that there were
moments when they felt uncomfortable or slightly awkward. The KGHP office was about an hour outside
the city center of Baltimore, Maryland, in a rural location with few African Americans. Many employees
had not had much experience working with African Americans—coaching, mentoring, investing in, or
seeing them in executive leadership roles. When Burns and Curry initially interacted with their exclusively
white employees, the entrepreneurs got the impression that sharing a meal or having a conversation with
them was the most time the employees had ever spent with African Americans.

Particularly in the early days of the pair owning the company, there were also many uncomfortable pauses

in their first meetings with some of their clients and administrators. Part of this was attributable to the
fact that “Michael Curry” and “Keith Burns” were not particularly ethnic names. While the interactions
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were courteous and polite, Burns and Curry felt that there was some distance, a lack of comfort, and an
unwillingness to be fully candid and forthright. Burns noted,

I do think we detected some hurdles in managing our team and with clients early on. It is also
hard to say whether people did manage us differently from an investor or seller perspective. It
clearly wasn’t overt or anything blatant. The real key is that you never know as a person of color,
and that is the hard part. You can’t spend too much time focusing on it, otherwise you would
never accomplish anything, but it is always there.

Curry and Burns at times viewed their roles as part of an educational process. They recognized that
getting to know people and building rapport took some time. They had to let people get to know them as
individuals and understand that they were no different than anyone else, with their own strengths and
weaknesses. Curry said,

Even from a board perspective, I'm not sure how closely our board members and investors have
really thought about or spent time coaching or working directly with African Americans in that
capacity. I think people are all human, and in my experience, what I have learned at Emory,
having worked in Morgan Stanley, and having gone to Booth, is that I have found myself many
times being in the minority and engaging with people who, once we have built a rapport, have
shared with me that they didn’t want to put their foot in their mouth or do something
inappropriate.

Curry characterized it as something that was not top of mind but always to be considered, as both
entrepreneurs were committed to running a discrimination-free workplace. He said,

I don’t know if people had a preconceived notion of what they thought the new CEO and
president of Krueger-Gilbert were going to look like. Sometimes, what they saw was not what
they thought they were going to get. I'm not sure it’s been a roadblock or challenge, but I do
think, in my experience, that a lot of our clients and some of the acquisition targets that we have
looked at have not had a lot of experience interacting with African Americans in an owner-
operator role.

Burns added,

There has been a lot of education and teaching at our company about cultural differences. And we
would have to step in and talk about issues about ethnic stereotypes that we’ve heard flying
around the office, which we have a zero tolerance policy for. I think ultimately that the
relationships have been formed with our employees, and they recognize that we have changed the
company for the better.

The Virginia Beach Physics Consultation Company (VBPCC) Acquisition
[Names changed to protect confidentiality. |
In April 2018, KGHP completed its third and largest add-on acquisition by purchasing VBPCC in

Virginia Beach, Virginia. Ray Harper, a physicist who owned the firm, had operated the business
successfully for 25 years. (See Exhibit 4 for Initial Five-Year Projections for VBPCC.)
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The VBPCC opportunity fit many of the criteria Burns and Curry sought in an acquisition target. It
provided KGHP with an opportunity to be the dominant player in the Virginia health physics
marketplace. VBPCC was not too big. It was geographically proximate and in an overlapping market.
There was no revenue concentration. In 2017, VBPCC's top 20 clients represented just over 50% of the
total revenue at VBPCC, and the largest client had $52,000 in sales. The purchase price was reasonable,
and the deal had risk mitigation built into the payment structure.

Burns and Curry anticipated that VBPCC would contribute approximately $865,000 in annualized
revenues for KGHP. This was a discounted number from the reported revenue at VBPCC of $895,000,
but Burns and Curry wanted to allow for some revenue shrinkage in the transition. From the anticipated
$865,000 of revenue, KGHP would enjoy approximately $215,000 of run-rate EBITDA—a 25%
EBITDA contribution margin.

The negotiated purchase price was $800,000, representing a 3.75x EBITDA multiple. The acquisition
was structured as an asset deal, and $400,000 was funded at closing. Burns and Curry had negotiated a
risk-shifting structure for the balance of the purchase price. The remaining $400,000 was to be paid on
the first and second anniversaries of the closing, with the payment calculated as 22% of the transitioned
target revenue in the annual measurement period.

Post closing, KGHP, in aggregate, was budgeted to achieve $8.8 million in revenue and $2.84 million in
EBITDA as a result of adding the VBPCC acquisition.

Financing for the acquisition was through cash on the balance sheet and an acquisition line of credit
through KGHP’s lender.

Despite these compelling factors, the deal was not without risk and concern. Burns and Curry identified
several areas that presented heightened risks.

Transition and Integration of Human Capital

Burns and Curry were concerned about how the tiny team of VBPCC employees would fit in with KGHP.

First, the former owner, Ray Harper, would remain with the company in a professional role, but not in a
managerial capacity. Burns and Curry had some trepidation about retaining a former owner as an
employee, but keeping Harper on staff had been a necessary part of the transaction—Harper wanted to
keep earning a salary, and KGHP needed his skills as a medical physicist.

Overall, VBPCC employed a small but skilled team of two physicists and three client-service employees
based in Virginia Beach. The team had well-defined processes for most functions, including some that
were improvements on KGHP’s processes. However, the business was not pushing the limits of its
capacity and workflow, which was why it was looking to partner with KGHP—it would help streamline
operations.

An additional concern was that the VBPCC team had been a tight unit for several years. The employees
had some apprehension as to what it would be like to work for a new company. They were concerned that

the integration would require some immediate changes to their established processes.

Burns and Curry thought about the best way to combine the two companies. They wondered whether all
KGHP policies, processes, and procedures should be applied to the incoming organization, or whether
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they should implement the best practices from each organization. (See Exhibit 5 for the checklist for
completing the acquisition.)

In a business so dependent on its professional staff, getting the human resource (HR) issues and
integration right was of paramount importance. KGHP positioned itself to its current clients, to VBPCC,
and to Harper himself as a high-touch and client-service-centric organization. Making certain that the
integration reflected and continued that philosophy was important to all constituents. (See Exhibit 6 for
the task list for integrating reporting and employees.)

To mitigate issues related to the transition and integration of human capital, Burns and Curry devised a
plan oriented toward the following tactics:

1. Hold detailed pre-closing meetings with the VBPCC team and KGHP senior management
team to understand the total scope of work, key processes, and opportunities for leveraging
best practices across the organization.

2. Create an integration task force, comprising key current KGHP employees and new
employees from VBPCC, to ensure timely and accurate integration of the new business and to
make recommendations for best practice changes across the organization.

3. Plan weekly visits by a member of the KGHP management team to the VBPCC Virginia
Beach office for at least the first 100 days.

4. Set up technology to connect the offices by video conference, phone, chat, and email within
the first 100 days.

5. Complete and manage all HR onboarding within the first 30 days, including detailed job
descriptions, reporting lines, and other HR-related issues.

6. Involve KGHP senior managers in post-closing transition planning and have each of them
spend time before the closing with the VBPCC team to define the scope for respective areas.

7. Plan a KGHP event within the first 100 days where all employees could meet and engage,

and where senior management could continue to share their vision for the new KGHP.

Client Retention

In addition to HR concerns associated with the acquisition, Burns and Curry fretted about the revenue
stream of the acquisition. They were worried about how KGHP would retain the clients of its newly
acquired firm. Burns and Curry did not want to repeat the missteps from 2014, when they lost a client
and suffered an EBITDA impact.

Client retention was essential for the transaction to advance the strategic objectives and add value for
KGHP. Former owner Harper’s goodwill and reputation were a big part of what the duo had purchased
and counted on for the future. It was particularly important to retain VBPCC'’s top clients, as they
represented the most revenue. VBPCC had contracts with some of its customers (for example, Virginia
State Hospital, St. Joseph’s Medical Center, and Norfolk General Hospital), but many customers had no
contracts at all.

One customer, Delta Regional Medical Center, was a client of both VBPCC and KGHP. Delta had moved
from all in-house physicists to mostly consulting physicists for their diagnostic medical physics services.
Delta represented about $250,000 in annual revenue between both companies. Delta was known to be
considering a move to doing more work in-house, which could negatively impact revenues going forward.
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Two other clients of the acquired firm, Mercy Vale Medical Center and Good Samaritan Medical Clinic,
had been KGHP clients prior to 2014, and had left before the 2014 sale. They had been upset with
KGHP’s performance at the time and still harbored some resentment and dissatisfaction with the
company. Burns and Curry knew they needed to give particular attention to these clients.

To mitigate the risk to client retention during the transition, KGHP had created the following action plan:

1. Use the strong relationships that Harper had with his clients to demonstrate to them that
staying with the combined KGHP was more attractive than other alternatives; offer
appropriate incentives as necessary.

2. Use earn-out terms to mitigate the risk that all clients did not transition to KGHP (half of the
$400,000 purchase price was to be paid over time, based on revenues).

3. Hold meetings (in person or via telephone) with the top 20 VBPCC clients to engage them
with regard to the transition, solidifying their relationship with the new combined KGHP.
4. Create a specific target plan to extend the system-wide Delta contract, providing a detailed

analysis of their work requirements and demonstrating how staying with KGHP would result
in significant cost savings and flexibility when compared to the return to in-house staffing.

5. Engage in upsell and sales meetings with key clients to discuss additional services they might
want KGHP to provide.

6. Move quickly to document new relationships with KGHP with contracts, to the extent
practicable.

7. Host meetings of the Association for Medical Imaging Management (AHRA'®) and other

events in the local market throughout 2018 to introduce current and prospective clients to
the combined KGHP and its new service offerings.

Strategizing the Future

With the closing of the new acquisition, Burns and Curry were excited about the possibilities at KGHP.
With some success in their organic growth and the new acquisition, the duo thought KGHP could live up
to their initial expectations. They had developed a list of possible organizations to consider, and wondered
how to make their next moves in their serial acquisition strategy. (See Exhibit 7 for the broad list of
potential acquisitions and Exhibit 8 for criteria developed for future acquisitions.)

However, they were still somewhat inexperienced as entrepreneurs and wondered if a serial acquisition
strategy really was the best course of action in the future. It was comforting that this one small deal had
worked, but they wondered whether they could scale the strategy.

Furthermore, they wondered whether they were being overly hasty in considering the VBPCC deal as a
win. After all, customers had not yet renewed their contracts, the ultimate barometer of whether KGHP
was living up to client expectations.

The pair knew that serial acquisition had worked for many companies, such as Cintas (CTAS: NYSE*"),
the Cincinnati-based uniform rental company; Iron Mountain (IRM: NYSE), the Boston-based records
management firm; and TransDigm (TDG: NYSE), the Cleveland-based aerospace products
manufacturer. But they were also aware of some notable challenges and flops, such as U.S. Office
Products,?! Ivize,*> Wind River Environmental,?® and Petro Oil.?*
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If they did decide to pursue additional acquisitions, they wondered how they would do it and what their
geographic parameters would be. It seemed that their action plans would handle the integration with
VBPCC, but was their control, stabilization, integration, and optimization philosophy performing and
would it be adequate for a larger company? Burns and Curry knew that an often-overlooked risk point in
acquisitions was the delusion of assuming that a deal was completed at the closing of the sale, rather than
at the conclusion of the extensive work of integration.

As Burns and Curry concluded their Friday conversation, one more topic came to their attention. They
discussed the possibility of an alternative model that had been adopted by a friend. The friend was
involved in a series of roll ups of dental practices, and so far had completed 150 deals. The approach was
different from the project model of serial acquisitions that they had considered, because the sponsor had
positioned the deals as a practice-management solutions rather than complete acquisitions. This meant
that the sponsor took on all the administrative tasks (e.g., payroll, purchasing, HR, and compliance),
allowing the dentists to “just be dentists.” Burns and Curry wondered whether this was a better approach
and story to pitch in the future. Was it truly different from a more traditional buy-and-build structure?

This case has been developed for pedagogical purposes. The case is not intended to furnish primary data, serve as an endorsement
of the organization in question, or illustrate either effective or ineffective management techniques or strategies.

Copyright 2019 © Yale University. All rights reserved. To order copies of this material or to receive permission to reprint any or
all of this document, please contact the Yale SOM Case Study Research Team: email case.access @yale.edu or visit

https://som.yale.edu/faculty-research-centers/cases/case-studies-directory .
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End Notes

! Eugene F. Williams, Jr. Lecturer in the Practice of Management, Yale School of Management
2 Entrepreneur in Residence, Harvard Business School

3 See https://som.yale.edu/case/2017/searching-for-search-fund-structure-student-takes-tour-of-various-options
for a brief introduction to search funds

* http://www.senecacreekpartners.com/

5 https://www.physicsforums.com/threads/medical-physics-subfields-residency-etc.855813/

¢ https://www.aapm.org/pubs/reports/RPT_42.pdf

7 Seneca Creek, LLC Confidential Information memorandum

8 https://www.congress.gov/110/plaws/publ275/PLAW-110publ275.pdf
° https://www.acr.org/

1% https://www.intersocietal.org/

! https://www.jointcommission.org/ The Joint Commission is the nation’s oldest and largest standards-setting
and accrediting body in health care.

12 Seneca Creek Partners, LLC Private Placement Memorandum
13 Seneca Creek Partners, LLC Private Placement Memorandum
" https://www.theabr.org/

!5 hetps://campep.org/

16 https://www.nrc.gov/

7 https://www.fda.gov/

'8 https://www.sandler.com/

!9 The Association for Medical Imaging Management

20 New York Stock Exchange

21 https://www.nytimes.com/2001/03/06/business/company-news-us-office-products-files-for-bankruptcy.html

22 HBS Case 9-805-030
23 Stanford GSB Case E-231

24 https://forum.heatinghelp.com/discussion/82397/petro-bankruptcy
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Exhibit 1: KGHP (Seneca Creek Partners) Financial Statements: Income Statement Ending June 2018

Dot 31122018
Tima: 5:10 PM
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Rncurring Rivvwenue
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EBITDA
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Exhibit 1 (continued): KGHP Revenue Compared to Budget

Dhate: TI22018 Serwca Cresk Paners, LLC Paga: 1
Ty 426 PM Ireccamn StsdaFsnE
Fod the S Months Endang 5302018
i 2018 Busdgat iAo i [] 2018 Budigat VAnRANCE
Revenus
$504,131  BOE% 643452  TBO0% {$49,301) 7.7%) Recumng Revenis $3,237,986  B0.2% £3320229 7O (582,243) (25%)
A5 192% 172158 21.1% (30,733 (17.9%) Mon- Recurmng Rewenus TaTa 198% B GME % (47 B3) (56%)
735,556 100.0% B15.590 100.0% (B0.034) (3.8%) Tolal Revems 4.035.300 100.0% A 165,177 100.0% (29.877) 3.1%)
Cost of Service
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399,420 54.3% 502,619 61.6% [103,199)  [(20.5%) Gross Profit 2,399,599 59.5% 2,528,871 60.7% [129,273)  [5.1%])
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BAEG 1.1% 6,564 08% (1,548 (28, 7%) Offica Expense 27 08% 50,784 1% 18,605 36 6%
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Exhibit 1 (Continued): KGHP Consolidated Balance Sheets

Date: 7/12/2018
Time: 4:30 PM

Assets

Cash & Cash Equivalents
Restricted Cash

Accounts Receivable
Allowance for Doubtful Accounts

Net Accounts Receivable

Unbilled Accounts Receivable
Prepaid Expenses
Other Assets

Total Current Assets

Property & Equipment- Net

Intangible Assets
Deposits
Total Other Assets
Total Assets

Liabilities and Equity

Accounts Payable & Accrued Expenses
Billings in Excess of Revenue
Retirement Plan Contribution Payable
Current Portion of Long-term Debt
Interest Payable

Total Current Liabilities

Long-term debt:
Deferred Loan Fees
Long-term Debt Franklin
Capital Lease
Related Party
Total Long-term Debt

Deferred Tax Liability
Total Liabilities

Stockholder's Equity
Total Liabilities and Equity
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Seneca Creek Partners, LLC
Consolidated Balance Sheet
For the Periods Ended

6/30/2018

$1,117,758

1,356,604
(33.882)
1,322,722

26,041
94.009
1,587
2,562,117

388,158

9,398,911
7,191
9,406,102
12,356,377

386,964
54,281
144,154
366,122
171
951,692

(59,363)
6,921,873
6,562
540,000
7,409,073

73,716
8,434,480

3,921,897
12,356,377

12/31/2017

$1,508,845
150,000

1,007,879

(23.097)
984,782

26,336
82,330
1,145
2,753,438

309,769

8,743,912
7,191
8,751,103
11,814,310

327,878
76,096
95,853

1,389,260
19,182
1,908,268

(44,335)
3,731,725
9,974

3,697,364

105,716
5,711,349

6,102,961
11,814,310
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Exhibit 1 (Continued): KGNP Statement of Cash Flows

Seneca Creek Partners, LLC
Staternent of Cash Flows
For the Six Months Ending 6/30/2018

CASH FLOW FROM OPERATING ACTIVITIES:

Net Income from Operations
Add Back Non-Cash Expenses:
Depreciation
Amortization- Goodwill
Amortization- Deferred Loan Fees
Asset Disposal
Deferred Income Tax Liability

Net Cash Flow from Operations

Change in Current Assets:
Accounts Receivable, Net of Allowance for Doubtful Accounts
Unbilled Accounts Receivable
Prepaid Expenses
Other Assets

Change in Current Liabilities:
Accounts Payable & Accrued Expenses
Billings in Excess of Revenue
Retirement Plan Contribution Payable
Interest Payable

Total Cash Flow from Operating Activities

Net Cash Flow from Operating Activities
CASH FLOW FROM INVESTING ACTIVITIES:

Property & Equipment
Intangibles

Total Cash From Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES:
Current Portion of Long-term Debt
Long-terrn Debt
Deferred Loan Fees
Capital Lease
Distributions
Total Cash From Financing Activities

Net Increase (Decrease) in Cash

Cash at Beginning of Period
Net Increase (Decrease) in Cash

Ending Cash Balance
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Year to Date

$189,928

36,690
730,841
46,382

(32,000)
971,841

(337,940)
295
(11,679)
(442)

59,086
(21,814)
48,301

(19,011)
(283,204)

688,637

(115,079)

(1,385,841)
(1,500,919)

(1,023,138)
3,730,148
(61.410)
(3412)
(2,370,993)
271,196

($541,087)

$1,658,845
(541,087)
$1,117,758
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Exhibit 2: Additional Certifying Bodies for Medical Physicists

Certifying Body

Description

The American Board of
Radiology (ABR)

Nonprofit physician-led organization. It oversees the certification and ongoing

professional development of specialists in Diagnostic Radiology, Radiation
Oncology and Medical Physics.

The Canadian College of
Physicists in Medicine
(cCPM)

Established in 1979 to recognize proven competence in physics as applied to
medicine. Candidates with suitable educational background and experience
become members of the college by passing written examinations. CCPM
certification is becoming widely accepted in Canada and other countries and is
often required at senior levels in medical physics.

The American Board of
Medical Physics

Certifies physicists and related scientists to practice clinical medical physics
and perform research on human subjects.

The American Board of
Health Physics

Grants professional certification in the field of Health Physics.

The American Board of

Science in Nuclear
Medicine

Sponsored by the American College of Nuclear Medicine, the American College
of Nuclear Physicians, and the Society of Nuclear Medicine. Its primary
objective is to certify scientists practicing in nuclear medicine. The certification

process requires passing a two-part comprehensive examination administered
by the Board.

Source: Seneca Creek, LLC Confidential Information Memorandum
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Exhibit 3: KGHP Competitors

Competitor

Description

Associates in Medical
Physics

Located in Maryland, AMP is a small consulting practice that focuses on both
therapeutic and diagnostic medical physics, of which therapeutic is their
primary focus. The sellers estimate they have three diagnostic medical
physicists on staff.

Stan Wadsworth

Located in Maryland, Stan serves as the Radiation Safety Officer (RS0) at Johns
Hopkins Hospital and has a small diagnostic consulting practice on the side.
His consulting practice does not cover CT or MRI modalities, and he is the only
one in the company. KGHP believes they can eventually take over or buy Stan's
book of business once he retires in the next few years.

Landauer Medical

Physics

Based in Illinois, Landauer provides tools and support to organizations with
potential exposure to ionizing radiation, helping them achieve their radiation
safety goals. A medical physics business was acquired to complement the
growth of its core radiation measurement business. The sellers estimate that
only 25 of their 100+ medical physicists specialize in diagnostic work. Their
primary markets are upstate New York, Texas, North Carolina, and Illinois.
They do not have a significant presence in the mid-Atlantic but have bid
against KGHP at least once. We believe they were the initial buyer in the
broker process.

Dade Moeller

Headquartered in Washington State, Dade Moeller provides to government and
commercial nuclear clients the full range of professional and technical services
in environment, safety, health, and quality assurance nationwide. Dade Moeller
has recently entered the medical physics field with the acquisition of a therapy
consulting practice. They have proposed a cross-marketing arrangement with
KGHP, where Dade Moeller would market KGHP's diagnostic physics services
and KGHP would market Dade Moeller's newly acquired therapeutic physics
services.

Source: Seneca Creek, LLC Confidential Information Memorandum
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Exhibit 4: Initial Five Year Projections for VBPCC

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
Estimated Revenue 895,000 895,000 895,000 935,750 9B, 738 1,036,074
Churn % 3.3% 0.0% 0.0% 0.0% 0.0%
Revenue Growth 0.0% 0.0% 5.0% 5.0% 5.0%
Commission on Revenue No Mo Mo Nao No
Commission Type Rev Total Rew Total Rew Total Rev Total Rev Total
Commission % 0.0% 0.0% 0.0% 0.0% 0.0%
One-time purchase payment Yes Yes Yes Yes Yes
Implied EBITDA Multiple [¥r 1) 3.75
Purchase Amt 400,000 200,104 206,942 - - -
Salary Yes Yes Yes Yes Yes
Salary Amt 360,000 378,000 396,900 416,745 437,582
Income Year 1 Year 2 Year3 Yeard Year5 Total
Revenue §95,000 §95,000 939,750 9E6,738 1,036,074 4,752,562
Churn [29,535) - - - (29,535)
Net Revenue B65,465 §95,000 935,750 9E6,738 1,036,074 4,723,027
Salary 360,000 378,000 396,900 416,745 437,582 1,989,217
Estimated Payroll Tanes 13,105 13,366 13,640 13,928 14,230 68,269
401k 10,800 11,340 11,907 12,502 13,127 59,677
Health 18,000 18,720 19,469 20,248 21,057 97,494
Travel 45,000 45,000 45,000 45,000 45,000 225,000
Insurance 19,000 19,760 20,550 21,372 22,2127 102,910
Rent 24,216 r 24,216 - - - 48,432
Other Expenses 40,000 41,600 43,264 44,995 46,794 216,653
SGEA Burden 120,000 120,000 120,000 120,000 120,000 600,000
DEA 53,803 53,803 53,803 53,803 53,803 269,015
GEA Expense 257,019 258,379 237,617 240,170 242,825 1,237,010
Income B4 Tanes 161,541 169,195 215,217 238,145 262,253 1,046,350
(% of Net Revenue) 19% 19% 23% 24% 15% 2%
Tax Rate 39% 39% 39% 39% 39% 39%
Tanes 63,001 65,986 83,935 92,876 102,278 408,076
Net Income 98,540 103,209 131,282 145,269 159,975 638,274
(% of Net Revenue) 11% 12% 14% 15% 15% 14%
EBITDA 215,344 222,998 268,020 291,948 316,056 1,315,365
EBITDA Margin 25% 25% 29% 30% 31%
Cash Flows
Furchase (400,000} (200,104) (206,342) - - - (B07,046)
Net Income 9E,540 103,209 131,282 145,269 159,975 638,274
Add Back: DEA 53,803 53,803 53,803 53,803 53,803 269,015
Exit Multiple
Exit Value 1,212,389.24
Net Cash Flows (400,000) [47,761) (49,930) 185,085 199,072 1,426,167 2,312,632
Cumulative Cash Flows (400,000) (447,761) [497,691) (312,606) (113,534) 2,312,632 2,312,632

IRR
MIOIC

46.91%
3.36

*Mote: It s assumed HP brings own equipment and no purchase of equipment i required. I not, subtract 535k from Cash Flows.
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Exhibit 5: Steps for Completing the Acquisition of VBPCC April 2018

Item # Category Task KGHPTeam  DueDate  Status Notes

1 Due Diligence Set up financial and operational due diligence meetings in Chesapeake, VA KB/IP/ML/MC 3/15/18 Complete 5 in person visits Including 3 office visits
Prepare and review Initial drafts of deal documents (asset purchase, non-compete, bill

1 Legal of sale, employment agreements) ({ 3/28/18 Complete

3 Lagal Canduct llen check on assets (] 3/28/18 Complete  Nollens reported

3 Accounting Determine purchaser for assets (SCP, KGHP or New Co) [{ 4/1/18 Complete  Assets to be purchased in KGHP

§ Employment Provide KGHP benefit Information to new employees IP/NM 4/18/18 Complete  Re-send with Advantage Plus
Review financial and operational due diligence, including sales/marketing, finance,

] Due Diligence technical operations and post-closing plans KB/MC 4/20/18 Complete

] Due Diligence Draft DD report for board [{ 4f21/18 Complete  Senton 3/28/18

Send 1pg summary to Bank for approval. No

7 Debt Financing Send executive summary to Capstar for deal approval KB 4f21/18 Complete  formal approval process required.
Prepare and review 2nd turn of drafts of deal documents (asset purchase, non-

8 Legal compete, bill of sale, employment agreements) KB 4f22/18 In process
Negotiate and finalize deal agreements (asset purchase, non-compete, bill of sale,

L] Lagal consulting, lease) (] 4f27/18 In process

10 Employment Prepare offer letters for new employees IB/NM 4f27/18

1 Legal Finalize board approval of transaction [{ 4/27/18 In process

12 Past-Closing Develop & review 100 day Integration plan ks/p 4f27/18 In process

13 Other Prepare Internal & external communication scriptsfemalls KB/mC 42718

14 Employment Canduct background cheeks for new employees MC/KE 4f30/18

15 Legal Execute APA and anclllary documents ({ 4/30/18

16 Other Prepare wires of checks for closing (] 4f30/18

17 Other Fund closing KB 5{1/18

18 Other Send signature pages for acquisition [{ 5/1/18
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Exhibit 6: Task and Status List for Integration of Reports

-
1

13 TOO009

TOO010
114
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TOO15

119

TOO16

120

121 TOO17
122/ TO018
123/TO019

TO020
124

TOO021
125
TOO022
126
157 TOO023
TO024
128
129 TO025

130 TOO026

131 TO027

132

D
Transition T
Technical Operatic

Technical Operatic

Technical Operatic
Technical Operatic
Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic
Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic

Technical Operatic
Technical Operatic

Technical Operatic

|\

Prio o

High

High

High
High
High

High

High

High

High

High
Low

High

High

Medium

High

Medium

Medium
High

High

|¥]

Statl o
Complete
Complete

Complete
Complete
Complete

Complete

Complete

Complete

Complete

Complete
Complete

Complete

Complete

In Progress

Complete

In Progress

In Progress
Complete

In Progress

22 KRUEGER-GILBERT HEALTH PHYSICS, INC.

C

Comple

Dat ¥

5/14/2018

5/14/2018

5/14/2018

5/14/2018

5/14/2018

5/14/2018

5/15/2018

5/15/2018

5/14/2018

5/15/2018
5/14/2018

6/4/2018

7/13/2018

6/15/2018

6/30/2018

r

AsSI]

ML

ML

ML

ML

ML

ML

ML

ML

ML

ML
ML

ML

ML

ML

ML

ML

DL

NM

NIM

(=]
Task, Question, or Issue -

Review, compare and develop revised KGHP MRI reports
(if necessary)

Review, compare and develop revised KGHP Mammo
reports (if necessary)

Review, compare and develop revised KGHP NM Camera
reports (if necessary)

Review, compare and develop revised KGHP PET reports
(if necessary)

Review, compare and develop revised KGHP Ultrasound
reports (if necessary)

Review, compare and develop revised KGHP NMQ
reports (If necessary)

Review, compare and develop revised KGHP Shielding
reports if necessary)

Review, compare and develop revised KGHP Dose
Estimate reports (if necessary)

Review, compare and develop revised KGHP Linerarity
reports (if necessary)

Calibration of physicists meters

Disposition of Keithley TRIAD

Invite Roy/Paul to monthly meeting

Send sample reports

adoption of modality reports

sharing of Roy/Paul's calendars

Review equipment needs of Roy/Paul

Add Roy and Paul to KGHP RAM License

A shared client list needs to be communicated to client
service and physics (all team members).

Full client list with services entered into service software
database

n

Status and/or Resolution Notes -
Comparison completed. KGHP MRI report does not require revision. Roy will adopt
KGHP report during next 90 days. Wil forward sample report fo Roy by 5/25/18
Comparison completed. KGHP Mammo report does not require revision. Roy will adopt
KGHP report during next 80 days. Will forward sample report to Roy by 5/25/18 One
issue identified with current HPC report. Will forward comment to Roy

Comparison completed. KGHP NIM Camera report does not require revision. Roy will
adopt KGHP report during next 90 days. Will forward sample report fo Roy by 5/25/18
Comparison completed. KGHP PET report does not require revision. Roy will adopt
KGHP report during next 90 days. Will forward sample report to Roy by 5/25/18
Comparison completed. KGHP Ultrasound report does not require revision. Roy will
adopt KGHP report druing next 90 days. Wil forward sample report to Roy by 5/25/18.
Comparison completed. KGHP NMQ report does not require revision. Roy will adopt
KGHP report during next 90 days. Will forward sample report to Roy by 5/25/18.

HPC report received. QA manager In process of reviewing

Comparison completed 5/15/18. Reports are similar. HPC should continue to use their
current report format and change to KGHP letter head. KGHP QA manager is currently
in process of revising report format in Q2/Q3. Once report format has been revised
new format will be adopted by all staff.

HPC report received. QA manager In process of reviewing. Comparison completed
5/15/18. Reports are similar. HPC should continue to use their current report format
and change to KGHP letter head. KGHP QA manager is currently in process of revising
report format in Q2/Q3. Once report format has been revised new format will be
adopted by all staff.

Comparison completed. KGHP Linearity report does not require revision. Roy will
adopt KGHP report during next 90 days. Will forward sample report fo Roy by 5/25/18
Roxanne has extended warrenty for Raysafe X2 meters. Calibration now due in 2019
Will discuss topic with Roy. Decided not to calibrate meter

Email sent on 5/14/18. Physicists will begin calling in for June meeting and will be able
to come to Towson in August to meet staff. They will most likely join by phone in the
future but may occassionally make the trip fo Towson

Reports to be sent by 6/8/18. Samples being compiled by Matt. Matt need to adjust
date to 6/18/18. Discussed plan with Roy and Paul. Once reports are sent they will
review and discuss workload impact at next mesting. Reports for CT, CT tube
replacement, PET, X-ray finalized and being sent this week.

Reports to be adopted over next 90 days. This is the follow-up task after the evaluation
of the reports was complete. Roy and Paul have begun looking at X-ray and CT reports
They have questions for Matt that will be addressed during fraining sessions in August.
Requested calendars from Dawn on 5/16/18. Discussed with Roy on 6/4/18

Calendars to be sent. Dawn out of office due fo return next week. Received calendars.
Discussed current equipment owned by Roy & Paul on 5/21/18. Will budget for
purchase of digital phantom for Roy & Paul in Q3. Discussed with Roy 6/4/18. No
other issues identified. Mammo gafchromic film. (let Rox know info is coming from
Roy). Gafchromic film received by Roy. Roxanne will order digital phantoms in Q3
Sent request to Donna Lang on 6/19/18 to prepare amendment to license to add Roy
and Paul. Amendment submitted to Maryland. Waiting on approval.

Assigned in meeting 6/13/18. List sent on 6/13 and reviewed and returned on 6/15

Nina is working issue with Ann and Dawn to obtain and enter client list with services
provided into service database

I
Target
Complel
Date

COMPLETE

COMPLETE

COMPLETE
COMPLETE
COMPLETE

COMPLETE

COMPLETE

COMPLETE

COMPLETE

COMPLETE
COMPLETE

COMPLETE

COMPLETE

9/30/2018

COMPLETE

8/31/2018

8/31/2018
6/30/2018

8/31/2018
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Exhibit 7: Potential Acquisition Pipeline

Acquisition Est. Revenue Est. EBITDA Technical Staff
Acquisition 1 $9.000,000 $2,250,000 26
Acquisition 2 5,000,000 1,300,000 1"
Acquisition 3 5,000,000 1,000,000 10
Acquisition 4 5,000,000 750,000 21
Acquisition & 5,000,000 1,000,000 26
Acquisition & 4,000,000 1,000,000 13
Acquisition 7 3,000,000 750,000 1"
Acquisition 8 3,300,000 660,000 g
Acquisition 9 3,000,000 750,000 7
Acquisition 10 2,850,000 650,000 10
Acquisition 11 2,500,000 600,000 B
Acquisition 12 2,000,000 400,000 4
Acquisition 13 2,000,000 450,000 B
Acquisition 14 2,000,000 400,000 4
Acquisition 15 2,000,000 500,000 7
Acquisition 16 1,600,000 275,000 5
Acquisition 17 1,250,000 300,000 5
Acquisition 18 1,000,000 400,000 3
Acquisition 19 2,200,000 1,250,000 3
Acquisition 20 1,000,000 300,000 3
Acquisition 21 1,000,000 300,000 3
Acquisition 22 775,000 250,000 3
Acquisition 23 750,000 250,000 3
Acquisition 24 700,000 250,000 4
Acquisition 25 600,000 150,000 2
Acquisition 26 600,000 200,000 2
Acquisition 27 650,000 400,000 15
Acquisition 28 500,000 175,000 3
Acquisition 29 500,000 250,000 15
Acquisition 30 450,000 250,000 1
Acquisition 31 400,000 250,000 1
Acquisition 32 400,000 225,000 1
Acquisition 33 300,000 140,000 1
Acquisition 34 200,000 50,000 1
Acquisition 35 6,000,000 1,600,000 20
Acquisition 36 2,500,000 625,000 7
36 Opportunities $78,925,000 20,250,000 245
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Exhibit 8: Future Acquisition Criteria

i@'jKGHP Acquisition Program Update - Criteria

~ Based on our initial discussion, we identified the following markets for acquisition targets:
> Virginia

Maryland

District of Columbia

Pennsylvania

Delaware

VvV VYV VY

New Jersey
West Virginia

Y

» The key criteria for prospects are as follows:

b

» Industry segment — Diagnostic medical physicist/groups
Size — 1-4 physicists

v

Company - Limited non-physicist headcount/expenditures
Financial — Profitability of 30% or greater; minimum of $100K in projected EBITDA
Customers — Multiple IDNs that we do not currently service

Y ¥V

b i

Markets — Located in the target geographic markets

» Based on our initial prospecting, we have targeted all of the physicists that meet the above
criteria in our target markets and our current pipeline reflects all of those opportunities.

» As a part of our continued efforts, we have also been in discussions with groups in lllinois
(Chicago), Indiana (Indianapolis), Texas (Dallas & San Antonio) and Georgia (Atlanta).

~ There are several attractive targets in these markets, but it will require us to consider the right
practice management model and to undertake more extensive travel to ensure appropriate
management oversight.
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