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Summary Of Findings

Funding and deal volume: Venture funding for health tech companies in 2022 is
down 30%, wiping out the abnormally high levels of investments since the second
half of 2020. In total, $672M in investments, across 168 deals, closed with an
average deal size of $4M. Despite the investment recalibration, the Canadian health
tech sector has been resilient in comparison to other verticals in its overall market
performance.

Provincial distributions: After a record-breaking year in 2021 where the gap
between top provinces Quebec, BC and Ontario was negligible, the gaps in funding
levels widened again in 2022 with both BC and Quebec falling behind with 11% and
9% of total venture funding in 2022, respectively. On the other hand, Alberta went
up in ranking and came in second, comprising 16% of Canadian health tech venture
funding last year.

Growth categories: Two categories saw the most growth in the last year: patient
engagement, communication and care management. Patients want to be more
involved and engaged in their care journey and the shift to value-based care is
emphasizing patient satisfaction. Workflow optimization and automation is a focus
for healthcare systems in a context where staff shortages and financial viability are
top of mind.

Major themes: The top four themes of the year that will chart the course for
2023 include: analytics and big data, telemedicine and cross-continuum

care, personalized medicine and patient centric-care, and staffing shortage across
the board.

Exit activity: There were 20 M&A transactions in 2022 and collectively, the
disclosed deals were valued at $190M. Telus Health and Well Health were the most
active acquirers as they participated in over 50% of all disclosed deals. Financial
institutions such as RBC — which acquired MDBIlling last year — have also shown a
keenness to enter the health tech space.


https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.penderventures.com%2F&data=05%7C01%7Cmlahmami%40penderfund.com%7C02c3866de5de4a360d6b08dae450c2eb%7C473aa0f3e13e4a558a4ead96ff56fc58%7C0%7C0%7C638073332752713568%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=AVecbBi2frIDAGtZajmwX7EPuB0MTzmvyLdYPxklrW8%3D&reserved=0

Canadian Health
Tech Market
Sector Glossary

Our Health Technology Definition

Technology-empowered healthcare
products and services comprise of a
broad spectrum of uses, from
applications in patient record
management to FDA-approved medical
devices. These technologies share the
goal of enabling a higher quality of
care, improving the convenience to
patients and/ or increasing efficiency
for providers. Our current scope
excludes biotechnology products.
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Mobile Health

Patient-driven technology aiming to personalize health monitoring and make health improvement
convenient

Personal Health Tracking
Hardware and software tools + platforms helping consumers self-monitor health concerns

Patient Self-Care
Provider-independent applications delivering insights to diagnostics and treatment

Screening and Diagnostics
Software and hardware products used for physician-patient clinical interactions

Medical Devices
Technology-enabled physical devices with the goal of improving diagnostic and treatment capabilities

Computer-Aided Clinical Decision Support
Software solutions to treat medical conditions, prescribed by healthcare providers

Virtual Care

Digital distribution of and access to health services by virtually enhancing/ facilitating care from
healthcare professionals

Care Management

Systems to manage organization-wide operations and manage internal workflow, such as patient data
management, compliance, billing and HR

Research Tooling
Software and hardware contributing to the optimization of healthcare research and development

Patient Engagement
Software and services to attract, retain and manage patients through streamlined communication



Health Technology In Canada: 2022 In A Nutshell

$6/72M

In total venture funding
in 2022

2

Mega-rounds* in 2022,
50% less than in 2021

28%

Decrease in early-stage
funding amount (Pre-
Seed, Seed, Series A)

4%

Decrease in later-stage
funding (Series B+)

16%

Of all 2022 health tech
funding went to Alberta-
based companies
(vs 7% in 2021)

/0%

Decrease in exits**
from 2021 levels

* Mega-rounds are defined as $50M+ deals
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** M&A and IPO Source: Pitchbook Database
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Canadian Health Tech ThrivesIn A
Slow Funding Year

2022 was marked by a slowdown in the investment pace.
Private health tech investments fell below 2020 levels with 32%
fewer dollars invested than in 2021 across 168 transactions, 5%
less than in 2021.

Although there were fewer deals in 2022 than in 2019, Canadian
health tech companies raised more capital on average per deal,
with average deal size reaching ~$4M, 30% more than in 2019.

Despite 2022 being a slow year, health tech showed signs of
resilience. Compared to sectors like HRTech (78%), Fintech
(57%), Life Sciences (47%), EdTech (52%), health tech saw a less
dramatic funding slowdown.

The distribution of capital has shifted and is more concentrated
in later stage companies, indicating a mature health tech
industry. While this is encouraging, a deeper look at the data
reveals that deal volume for early-stage companies remained
largely flat YoY between 2019 and 2022, though investment
dollars increased slightly over that period until 2022.
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Canadian Health Tech VC Investment Overview

| Source: Pitchbook Database
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Female Founders In Health Tech
Exceed Industry Average, But Still
Far From Achieving Equity

Overall Percentage of Female Founders

| Source: Pitchbook Database

‘ Health Tech ‘ Whole Industry

Percentage of Female Founders Per Year
| Source: Pitchbook Database
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0.0%
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Note: Pitchbook data doesn’t support other diversity data and is limited to VC-
backed companies
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While there are more female founders in health tech
compared to the general population of founders, vast
improvements still need to be made to achieve equity.

Within healthcare technology, the number of female founders
has not meaningfully changed in the last five years.

Notable Female-Founded Companies

| Source: Pitchbook Database

Company

Female Founder

Jane Software

Interaxon

Maple

TinyEYE Therapy
Services

Swift Medical

Alison Taylor — Co-Founder, co-CEO

Ariel Garten — Co-Founder, Board Director

Roxana Zaman — Co-Founder, COO

Marnee Brick — Co-Founder, President

Sheila Wang — Co-Founder, Chief Medical
Officer



Alberta And Nova Scotia Emerge
Within The Canadian Market

NT NU
Alberta thrived in a slow year

For the first time, Alberta made it to the top three provinces for health

tech investments and came in second, after Ontario. As expected,
Ontario continued to solidify its status as a mecca of health tech, while BC NL
Quebec and BC investments significantly contracted in 2022. Quebec is

trailing behind and made up 9% of total health tech funding amount in SK
2022, below its 2013 levels. BC mamtgmgd a healthy number Qf deals in 2] QC i
health tech, but registered lower capital invested overall, making up 11%

of the total health tech investment amount in 2022.

O Venture Funding in
2022 (in M)

Capital Invested by Province (in %)

Emerging market: Nova Scotia
70%
Nova Scotia leads the country in companies by population, with 2.7

currently backed companies founded/ 100,000 people. Its health tech
companies received $45M in funding in 2022, ~5x the investments in oo

2021. Correspondingly, there are immense positive outlooks for Nova
Scotia within health tech innovation. According to CBC, the Nova Scotia 0% I I
20%
mm N I I II ml

60%
50%

Health Authority CEO places a strong emphasis on technology to
improve patient access to healthcare in the whole province, which will
cultivate an environment for new innovations within the health tech field 0%
to improve patient outcomes.

10%

Alberta British Columbia Ontario Quebec Rest of Canada

m2018 m2019 = 2020 m2021 2022

PENDERVENTURES 8



While Sti“ Few ln Number’ The three largest deals of 2022 made up 45% of all venture and growth
. . health tech funding.
$50M+ Financings Are - .
The emergence of a few large players (e.g. PointClickCare, League, Circle

1 Cardiovascular Imaging) largely catalyzed the increased presence of
SlOle lncreaSlng $50M+ rounds in Canada.

Excludes Debt but includes Growth Equity deals

| Source: Pitchbook Database (in M)

2018 -1 2019 - | 2020 - | 2020 - | 2022
League $52 Lungpacer  $173 MedAvail $110 AlayaCare $225 Circle $213
. Cardi |
Soundbite  $34 Synaptive  $100 Synaptive  $105 Deep $225 Iri;gliz\éascu ar
Medical . $53 AlavaC $100 Genomics
eague ayaCare , .
Opencare $23 . i Kardium $146 eague $120
Dialogue $40 Maple $75 BenchSci $62
Fully $22 . 435 5 §52 Autonomous $62
M q anary eep 0 ID
anage Vedical Genomics BoomerangeFX $25
MedAvali $22 Swift $44 LungPacer $25
Medical
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Telus Health, WELL Health,
CloudMD L.ead M&A Market

M&A Venture Funding and Deal Count

| Source: Pitchbook Database
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Top Disclosed Deals Undisclosed Deals
Year Company Acquirer Arr(w,\c;ll;mt Company Acquirer
Medisys Health Group Telus Health $84  DXA Dialogue
Symbility Solutions (Health) Telus Health $16  EMCision Boston Scientific
2018 Clinical Blockchain Data ServicesCT Developers $10  Evinance Innovation \S/;algltaenml\gedlcal
Acumyn Elekta $10
Treat VitalHub $8
GenePOC Meridian Bioscience $161  Akira Health Telus Health
KAI Innovations WELL Health $18 Le;ﬁ;”gz?ng'rigms“c 'Préucrklw%stogi os
2019 .
QxMD WebMD Health $10  Dymaxium Xcenda
Juno EMR CloudMD Software & Services $6
Oculys VitalHub $5
EQ Care Telus Health $328 Input Health Telus Health
Client Outlook Mach7 Technologies $40  Health Myself Pomelo Health
2020 Insig Health/ Tia Health WELL Health $38 Reacts Philips
Novus Health Carebook $20
iMD Health CloudMD Software & Services  $10
7D Surgical Seaspine Holdings 120.64 Pomelo Health Telus Health
Oncidium CloudMD Software & Services  $80 (S)glir;ilsnesalth Soiftyiare WELL Health
2021 Babylon Health Telus Health $65  Alliance Pharmacy Group Telus Health
CognisantMD WELL Health $31
Intrahealth WELL Health $20
Fully Managed Telus Health $130 Neurescence Bruker
MindBeacon CloudMD Software & Services  $82  MDBIlling RBC
2022 Vigil Health Solutions Assa Abloy $12  UbiSim Labster
Juno EMR WELL Health $6
Genesis Integration Flexity Solutions $5

Source: Pitchbook Database
WELL Health, Telus Health and CloudMD are lead acquirers within the health
tech M&A space, making up over 50% of the annual top disclosed deals. Telus
Health leads in deals and capital invested, while WELL Health and CloudMD have
partaken in smaller deals. The democratization of healthcare paved the way for
non-healthcare players to enter the space, namely RBC, with its acquisition of
MDBIlling

10



The Canadian Health Tech Matures In Stage, Though A Large Funding

Gap Between US And Canada Persists

Ratios of deal count and Venture Funding: US vs Canada

| Source: Pitchbook Database

e=@==Capital Invested e=@==Decal Count

°o—O0—O

2018 2019 2020 2021

*  Though the difference between the US and Canada deal count in
2022 was 14x, the amount of capital invested in US-based
companies was 62x more than that invested in Canadian

companies.

* US health tech companies raise significantly more capital on
average than their counterparts in Canada, pushing Canadian
entrepreneurs to be more capital efficient and do more with less.

« Although the abundance of grants, lower wages and tax incentives
in Canada may be partially filling the gap, private capital in Canada
remains disproportionally lower considering the US is only 9x the

population and 12x the GDP of Canada
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Proportion of Early-Stage Venture Funding (% of total
funding)
| Source: Pitchbook Database

65.0%
B Canada mUS

0, 0,
23.3% 23-8%) 8 6% 21.6% 17.2%19.0%

. . 10.3% 11.5%13.9%
H =0 BE ==

2018 2019 2020 2021 2022
* The distribution of capital in Canadian health
tech has shifted over the years. The majority of
venture funding is now concentrated within later
stage companies, indicating a maturing health
tech ecosystem in Canada.

* The US focuses on growing investments in both
late and early stages, as ratios oscillate around
20% of a growing asset-class.

* A continued decline in early-stage investments —
of both deal count and capital - may hurt the
health tech innovation pipeline in Canada.
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The Canadian Healthcare System Continues To
Face Challenges With No End In Sight For
Canada’s Healthcare Cirisis

2022 continued to be a difficult year for the Canadian healthcare system as massive
backlogs in services, staff burnout and long wait times continued to plague providers
across the country;

*  While Canada is home to innovation with global potential and impact, it continues to have
difficulty pulling innovation into the system to benefit Canadians. Siloed, lengthy, price-driven
procurement processes are pushing Canadian innovators to turn to other international markets,
particularly the US, to scale.

* Canada remains one of the biggest spenders on healthcare within the OECD countries, forking out
$331 billion last year alone. Canadian Institute for Health Information (CIHI) has projected this
number will increase in the coming years and could eventually reach 12.2% of Canada’s GDP.

* Sharpened by the pandemic, Canada is facing an unprecedented shortage of healthcare
professionals, with the supply of doctors now below the OECD average and peers.

* Canada continues to operate 14 disparate provincial (10), territorial (3) and federal (1) healthcare
systems, making it one of the most fragmented and inefficient healthcare systems amongst its
peers. A 2021 Commonwealth Fund report ranked Canada 10th out of 11 countries based on
access to care, care process, administrative efficiency, equity and health care outcomes.

PENDERVENTURES

$5518

Total Canadian Healthcare
Spending in 2022

2.8

Doctors per 1,000 people.
3.4 is OECD average

$3,565

Spent per person on
healthcare

15+1

Separate healthcare
systems

| Source: National Health Expenditure Trends, CIHI
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Key Trends Lie Within Data,  Top25wordsofinterviewees

Patients And ACCQSSibility access adoption a] data developed deVICGS different doctor efficient home hospital

innovation - PAT1€NT people personalized s prevent posir
Source: Internal — collaborator insights provider software SOlUthI’\S System treatment Vi rtual

AE . .
7 Patient-Centric Care

Precision medicine and the shift to value-based care are driving

the personalization of healthcare. Patients are taking more control of
their own health and want to be involved in their care journey.
Changing workflows can lead to better patient-centered care, but
hospital leadership teams, clinicians and staff need to all be involved
for transformations to be successful.

:\/\z Cross-Continuum Care

More healthcare organizations are shifting from a purely episodic care
mindset to a care continuum strategy. This requires a more holistic,
long-term approach to treatment and seamless coordination between
payers and providers. Facilitating this requires new modes of meeting
the patient when and where is convenient for them, while ensuring
limited gaps or delays in care.

PENDERVENTURES

%%* Decentralized Data

Data outside the healthcare system will be larger than within the system.
As ClOs continue to modernize their organizations, we expect a focus on
data interoperability and analytics to deliver strategic value. The
challenge remains to balance the fine line between privacy, security and
data openness. Investments in cybersecurity and cyber resilience
capabilities will increase in parallel.

6@?} Staffing Shortage

Staffing issues and burnout continued to plague the healthcare
industry in 2022. In 2023, hospital operators are expected to make
greater investments in technology that can increase provider capacity
and streamline workflows while improving patient access.

13



Personal Tracking Tapered Off In 2022 While
Patient-Centric Care Came Into Focus

Top 5 Sectors Per Year ($M)

| Source: Pitchbook Database
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mpunication Tools

Care Access

Non-

Support

Invasive

Diagnostic and
treatment devices

Digital Therapies

2021

Topb
Segments Per

2022 Year

O1 Digital Therapies

Invasive Diagnostic and Treatment
Devices

Care Access Support

Non-Invasive Diagnostic and
Treatment Devices

02 Invasive Diagnostic and
Treatment Devices

Primary/Specialty Care Services

Non-Invasive Diagnostic and
Treatment Devices

Care Access Support

03  care Access Support

Digital Therapies

Digital Therapies

Digital Therapies

04 Primary/Specialty Care Services

Personal Health Tracking

Personal Health Tracking

Engagement and Communication
Tools

05  Personal Health Tracking
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Non-Invasive Diagnostic and
treatment devices

Primary/Specialty Care Services

Invasive Diagnostic and Treatment
Devices

Personal health tracking
tapered off in 2022 as the
market is mature and
saturated.

Patient experience and
engagement will become
table stakes, and this has led
to the rise of engagement
and communication tools as
a top sector in 2022.

Invasive devices decline in
funding as non-invasive
devices climb to the top of
the market.

In-clinic care

declined following the
COVID-19 pandemic, leaving
investments flowing to
virtual and remote care.

Example of Patient Centric

Care Companies:
SeamlessMD \O( PocketHealth
@ nveercare  Kayan+

EMERG@ONNECT
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Patient Engagement And Care Management: Breakout Categories T'o Watch

Despite a slow year, patient engagement and communication was the fastest growing category of 2022, fuelled by deals in both
established companies and new entrants. With the rise of value-based and cross-continuum care, patient engagement and
communication is just getting started.

Health insurers and hospital administrators continue to face significant administrative cost pressures and are investing in

technology designed to improve operational efficiency. In the last four years, these increased demands have led to rapid growth for
companies operating in the care management space.

Health Tech Funding Categories 2021- 2022 (in %) Health Tech Funding Categories 2018 — 2022 (in %)
| Source: Pitchbook Database | Source: Pitchbook Database
Virtual Care Virtual Care
Care Management Care Management
Research Technology Research Technology [N
Mobile Health Mobile Health [N
Patient Engagement and Patient Engagement and — Digital pharmacy
Communication Communication = HR and clinician administration
Clinical Devicd8 Clinical Devices [N = Medical workflow
= Revenue Cycle Management
-100% -50% 0% 50% 100% 150% -200% 0% 200% 400% 600% 800% 1000% 1200%
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Continued Shift Towards Virtual Care

Technologies enabling cross-continuum
care are here to stay

Healthcare is no longer confined to the walls of a hospital.
Today, healthcare needs to be agile, nimble and present
wherever the patient is; at a hospital, ambulatory care clinic or
at home.

Business model transformation will continue throughout the
new year, and will include dual systems of care, site of care
shifts and virtual care product lines.

Companies of Virtual Care Companies:

oA o4 Claris Healthcare maple

adbum health

uuuuuuuuuuuuu accessible healthcare

dayamedN icentia”
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Care Administration Type Funding (% of total)

| Source: Pitchbook Database

® h-Clinic ® At-Home Care Telemedicine

2015-2017

41.2% 34.9%

2018-2022

25.7% 48.2%
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Staff Shortages Will Drive Technology Adoption

In 2021, hospital CEOs ranked personnel shortages as their top concern, After months of overcrowding, Quebec ERs brace
and this issue continues to plague healthcare industries in both Canada for the worst following holiday season
and the US.

Emergency room in Alert Bay, B.C., closed for more

Overcoming staffing shortages will be top of mind for healthcare -
than 2 weeks over holidays

operators in 2023. Hospital administrators are expected to increase
investment in technology that will improve and reform workforce
structures, eliminate staff burden and burnout and create new

L - For B.C. patient, last-minute surger
opportunities for upskilling. b sery

cancellation raises fears of cancer

. . . . spread
Virtual nurses will support bedside nurses and help with non-hands-on

care, education, admission and discharge processes. Supported by shift
scheduling and asynchronous telehealth technologies, hybrid nursing will

help reduce the burden on bedside nurses and improve staff satisfaction. Nursing Is in Crisis: Staff Shortages Put
Patients at Risk

All-in-one and specialty-specific software to streamline workflows and
digital front door technology are examples of technologies that will

eliminate manual labor and improve operating efficiency. Parents left scrambling as staff shortages close
birth units

Examples of Care Management Companies:
® caribou Gotcare KioyaCare
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Report Methodology and

Methodology and Notes:
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representing the following firms who kindly agreed to be

Geography: Company locations are
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Disclaimer

The information regarding this communication is intended for information purposes only for Canadian residents
only and does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer or
solicitation is not allowed. Funds currently distributed by PenderFund Capital Management Ltd. or its affiliates
are not offered for sale in the United States of America, its territories or possessions nor to any US person
including citizens of the United States of America and companies established under the laws of the United
States of America. The content of this presentation is not and should not be construed to be an offer of
securities or services to residents of the United States of America. Every effort has been made to ensure the
accuracy of its contents. Certain of the statements made may contain forward-looking statements, which
involve known and unknown risk, uncertainties and other factors which may cause the actual results,
performance or achievements of the Fund, or investee companies mentioned, or industry results, to be
materially different from any future results, performance or achievements expressed or implied by such
forward-looking statements. Please note that Technology Inflection Fund Il is a separate and distinct fund from
our first fund and that the results of our first fund are not indicative of the performance of our second fund.
Also, future performance of any fund may be materially different from past performance due to multiple known
and unknown risks and uncertainties.

Additional information can be found at: https://www.penderventures.com/disclaimer.

© Copyright Pender Private Equity Fund Management Inc. All rights reserved. January 2023.



