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Caring for America’s pets

and thelr vets

A case study on building a platform of veterinary hospitals
respecting clinical autonomy and delivering efficiencies at scale

Overview

Modern pet owners love their pets and treat them
as genuine family members. When it comes to
health, they seek out primary care of the highest
quality from their local veterinary hospitals.

The veterinary space is a key area of interest for
Partners Group and has been monitored closely
by its Health & Life team since 2017. In line with a
structural trend around the humanization of pets,
demand for vet services has shown consistent
growth as more owners seek regular check-ups,
vaccinations and specialty services such as dental
care for their animals.

As observed during the global financial crisis and
the COVID-19 pandemic, pet care has also proven
resilient to economic downturns. During lockdowns
more people sought an animal companion and the
new reality of working from home helped foster
stronger bonds between owners and their pets. In
the US, close to one in five households acquired
a pet in the period post-COVID to mid-2021%,
with around 80% of Americans saying their pets
are like family members?. For businesses, this
has translated into a more inelastic and growing
demand for pet care, with owners spending 1% or
more of their income on their pets regardless of
economic status, industry research shows.

Founded in 2009 in Chicago, Blue River PetCare
is one of the leading operators of veterinary
hospitals in the US. The company boasts a
wide network of general practices, the largest

tSource: American Society for the Prevention of Cruelty to
Animals (2021).
2Source: American Veterinary Medical Association (2018).
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serving the US

Location:

Investment year: 2019

For more

information: www.blueriverpetcare.com

sub-sector in the vet space. This type of practice
has also proven to be the most attractive from
an investor perspective, as it has high levels of
recurring revenues while also operating in a highly
fragmented market, ripe for consolidation.
Partners Group invested in Blue River on behalf
of its clients in 2019 with a view to partner with a
market leader and embark on a transformational
journey with the business. Drawing from
its experience with other physician services
companies, the firm saw potential in Blue River
to enhance and scale an already well-structured
network, while preserving the company’s key
value-add propositions, such as medical autonomy
and entrepreneurship.

Flexibility within a framework

The general practice space is dominated by
veterinarians who have spent years building
the trust of pet owners in their local
neighborhoods, often being highly motivated
and well-respected members of the community.


https://blueriverpetcare.com/
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182 Veterinary hospitals in
35 US states™

500+ Veterinarians serving
over /700’000 pets annually

24% Compound annualized
revenue growth

(1) As of April 2023. Source: Partners Group.
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> That is why Blue River has always respected
clinical autonomy when bringing practices under
its platform. It has also offered the opportunity
for owners-managers to retain full control of their
own brands and cultures.

As the businesses grow, however, general
practices can often encounter some common
industry challenges on the way. These range from
housekeeping tasks, such as dealing with the
administrative burden and financial management
of running a practice, as well as more complex
demands, like keeping up with advancements in
veterinary medicine and offering competitive
compensation to recruit and retain talent.

Blue River seeks to add value to its network
by functioning as a centralized support system
for practices to overcome such challenges. With
a philosophy of providing “flexibility within a
framework”, the company allows veterinarians
to focus on delivering the best pet care to their
communities, while also creating opportunities to
build up revenues and sustainable margins.

In 2019, Blue River’s network extended
across 90 general practice hospitals, with 300
veterinarians working in 23 states. With a clear
understanding that it was vital to preserve the
company’s “user-friendly” approach, Partners
Group worked with the management team
to implement a three-pronged value creation
strategy aimed at gaining scale via targeted
acquisitions, creating new organic growth drivers,
and becoming a talent magnet.

‘Blue River PetCare is
committed to partnering
with entrepreneurial
veterinarians and providing
them with the support

to continue delivering
passionate care to their
patients and outstanding
customer service to their
clients.

Dan Blumenthal
Chief Executive Office and Co-Founder
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1. Calibrating the acquisition engine

With M&A already being a cornerstone of Blue
River’s trajectory, Partners Group worked with the
company to fine tune its acquisition engine. The
process now starts with an analytics-driven selection
of opportunities that looks at a series of very granular
data sets, ranging from a specific region’s population
and growth trends to the density of veterinary
services providers and pet spending potential. VWhile
generating a large volume of opportunities at the
top of the funnel, this system allows for a selective
approach, with an emphasis on fit and the potential
for rapid execution. More than 80% of acquisitions
by Blue River are now originated in-house, rather
than by external advisors, which also helps to avoid
competitive bidding processes. More recently, the
creation of a targeted acquisition strategy focused on
smaller consolidators should help accelerate the pace
of M&A.

Post-acquisition, a repeatable playbook with
well-defined value creation plans ensures
newly acquired businesses can start generating
substantial growth and achieve operational
excellence right after the investment. As a result,
post-investment multiples tend to average down in
subsequent years as the new hospitals can quickly
ramp up their margins.

2. Pulling the organic growth levers

While preserving local culture and medical
autonomy, Blue River integrates new hospitals into
its community, sharing best practices and providing
a complete toolkit of resources to support each
practice in their growth journey. Partners Group has
worked with the company to amplify these initiatives
to deliver consistent, balanced organic growth.

One objective has been to increase access to
mission-critical back-office support that can
alleviate various administrative burdens for
practice managers. This included investments in
enhancing I'T systems to create efficiency across
areas such as procurement, accounting, human
resources and inventory management.

The company has also expanded its toolkit aimed
at generating new businesses at the hospital
level. These include technology to improve client
communication and access real-time performance
data with a view to create tailored marketing
campaigns and expand the customer base.

To make sure hospitals are assisted in the
implementation of these initiatives and reach their
full potential, Blue River makes use of a dedicated
field operations team, which has doubled in size
since its inception in 2018.
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(1) As of April 2023. Source: Partners Group.

3. Culture and recognition as
talent magnets

Using Blue River’s vet-centric approach as a solid
starting point to attract and retain talent, Partners
Group has worked with the company to enhance
the recruiting of new doctors and foster the right
culture to retain themin the long term.

Continuing education is at the heart of this strategy.

Blue River has expanded its offering of training

and leadership resources to employees at all levels
following the introduction of a Clinical Development
Team staffed by veterinarians and technicians.
Besides generating professional satisfaction, training
for clinical staff has increased productivity and the
sale of higher value services. Continuing education
has also contributed to Blue River’s objective of
creating career progression opportunities. As

an example, today, most of Blue River’s regional
managers are former practice managers.

On the recruiting front, by applying a more proactive
and personalized hiring process, Blue River has been
able to reduce the amount of time needed to fill open
positions. The company has managed to maintain a
recruitment strategy driven by culture, which tends
to attract committed, long-term employees, versus
using methods driven purely by financial incentives.
As aresult, Blue River now boasts an industry-leading

EBITDA margin expansion

“The ‘humanization’
of petsis part

of a broader
generational

shift, with animals
increasingly playing
alargerrolein
family life, which
candrive long-term
demand for high-
quality veterinary
hospitals.”

Sofia Gerard
Member of Management,
Partners Group

retention rate of 85%, compared to an average of
77%* across other practices in the country.

The journey so far and beyond

With Partners Group’s support, Blue River has been
able to enhance its operating framework and roll it out
across a scaled footprint of hospitals. The company
has preserved its core DNA of respecting clinical
autonomy while also capitalizing on it, using this feature
as adifferentiating factor to attract talent and grow its
network of practices.
Since 2019, the platform has grown from 90 to
182 hospitals with more than 500 veterinarians in
35 states. Group revenues more than doubled, with
average earnings per hospital up 12% in just under
three years. And the investment case remains strong.
Blue River’s acquisition program has a solid pipeline of
potential targets. Organic growth prospects are strong,
with the benefits of technology improvements yet to
achieve their full potential. Practice managers are able to
focus on the future, thinking of how to improve services
and create new ways to serve their communities. With
more owners and veterinarians looking to join the
network, the future of pet care looks bright.

S Industry average veterinarian retention. Source: AAHA
Compensation and Benefits Survey (2020).
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Important Information

There is no assurance that similar investments will be made. There is no
assurance that the stated strategy will materialize. There is no assurance
that similar results will be achieved. Past performance does not

guarantee future results. All images are for illustrative purposes only.

This material has been prepared solely for purposes of illustration and
discussion. Under no circumstances should the information contained
herein be used or considered as an offer to sell or solicitation of an offer
to buy any security. The information contained herein is proprietary and
may not be reproduced or circulated in whole or in part. All information,
including performance information, has been prepared in good faith;
however, Partners Group makes no representation or warranty, express
or implied, as to the accuracy or completeness of the information, and
nothing herein shall be relied upon as a promise or representation as to
past or future performance. This material may include information that
is based, in part or in full, on hypothetical assumptions, models, and/or
other analyses of Partners Group or any of its affiliates (which may not
necessarily be described herein), and no representation or warranty

is made as to the reasonableness of any such assumptions, models, or
analyses. The information set forth herein was gathered from various
sources that Partners Group believes, but does not guarantee, to be
reliable. Unless stated otherwise, any opinions expressed herein are
current as of the date hereof and are subject to change at any time.

All sources that have not been otherwise credited have derived from
Partners Group.

The projections, forecasts, and estimates of Partners Group contained

herein are for illustrative purposes only and are based on Partners

About Partners Group

Group’s current views and assumptions, which are subject to change

at any time. Such projections, forecasts, and estimates involve known
and unknown risks and uncertainties that may cause actual results,
performance, or events to differ materially from those anticipated in the

summary information.

Partners Group expressly disclaims any obligation or undertaking to
update or revise any projections, forecasts, or estimates contained in
this material to reflect any change in events, conditions, assumptions,
or circumstances on which any such statements are based unless so

required by applicable law.

Private markets investments are speculative and involve a substantial
degree of risk. Private markets investments are highly illiquid and are
not required to provide periodic pricing or valuation information to
investors with respect to individual investments. There is no secondary
market for the investors’ interest, and none is expected to develop. In
addition, there may be certain restrictions on transferring interests.
Past results are not indicative of future performance, and performance
may be volatile.

Whether or not explicitly mentioned in the text, all Partners Group
investments mentioned herein were made on behalf of the firm’s clients,

not on behalf of Partners Group Holding AG or any of its affiliates.

Source: Partners Group, August 2023.

Partners Group is a leading global private markets firm. Since 1996, the firm has invested USD 200 billion in

private equity, private real estate, private debt and private infrastructure on behalf of its clients globally. Partners
Group seeks to generate superior returns through capitalizing on thematic growth trends and transforming

attractive businesses and assets into market leaders. The firm is a committed, responsible investor and aims to

create sustainable returns with lasting, positive impact for all its stakeholders. With USD 142 billion in assets under
management as of 30 June 2023, Partners Group provides an innovative range of bespoke client solutions to
institutional investors, sovereign wealth funds, family offices and private individuals globally. The firm employs more
than 1,800 diverse professionals across 20 offices worldwide and has regional headquarters in Baar-Zug, Switzerland;
Denver, USA; and Singapore. It has been listed on the SIX Swiss Exchange since 2006 (symbol: PGHN).
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https://twitter.com/partnersgroup
https://instagram.com/partnersgroupglobal?igshid=160oo7i0cvr66
https://www.youtube.com/channel/UCUc0elfwZX4R_w0Aq8X2mzw
mailto:research%40partnersgroup.com?subject=
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