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Benefytt Technologies – A Leader in Offering Telemedicine Benefits to
Seniors… Says the Secretary of Health and Human Services

Price Target $60
Yesterday’s White House briefing to the country on the COVID-19 pandemic
started and ended with the same theme – the need for more telemedicine
offerings for seniors. This is not a trend or a fad… this is the moment that will
make telemedicine mainstream and Benefytt Technologies is at the forefront of
this megatrend. Just look at their commercial that started to run nationwide
yesterday.
https://citronresearch.com/wp-content/uploads/2020/03/Namath-Questions.mp4

While some might view a TV commercial as archaic, the use of this channel has
become so effective that last month HHS Secretary Alex Azar referred to it as “The
Future of Healthcare”.
As noted by Azar:
“One particular ad looks a bit like something out of the 1990s, with red, white, and
blue graphics, and, to complete the picture, there's an NFL star from the 1960s
involved.
On its surface, this doesn't look or sound like the future of healthcare—but it
represents important work done here at the department, placing patients at the
center and providing them with a tailored set of benefits that will keep them
healthy and keep their costs affordable.
We've delivered significant results on affordability over the past year.”
https://citronresearch.com/wp-content/uploads/2020/03/HHS.mp4
https://www.hhs.gov/about/leadership/secretary/speeches/2020-speeches/2020-state-of-the-departmentaddress.html

This is the commercial he was referring to:
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With 10k people turning 65 every day, the importance of Medicare Advantage
cannot be overstated and Benefytt Technologies is using a suite of products to
become a top 5 nationwide broker for Medicare Advantage.
The first half of this Citron report will address BFYT and its role in Medicare
Advantage / Telemedicine and the second half will give a clear valuation analysis
of why this stock will be over $60 by the end of 2020 – regardless of the economy.

Medicare Advantage – Telemedicine Benefits New to 2020
Over the past decade, enrollment in Medicare Advantage has almost doubled to
22 million in 2019 or 34% of Medicare beneficiaries. L.E.K Consultants project
that Medicare Advantage penetration will reach 70% penetration between 2030
and 2040.
Up until 2020, Medicare Advantage and Traditional Medicare both had site and
geographical restrictions in getting covered access to telemedicine. Starting in
2020, a new CMS ruling allows Medicare Advantage plans to offer these
telemedicine benefits as a basic benefit and regardless of location while these
site and geographical restrictions still apply to Traditional Medicare.
https://medcitynews.com/2019/04/cms-expands-medicare-advantage-coverage-of-telehealth-services/?rf=1
https://healthtechmagazine.net/article/2019/08/why-medicares-expanded-telehealth-reimbursement-matters
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https://www.kff.org/medicare/fact-sheet/medicare-advantage/
https://www.lek.com/insights/ei/medicare-advantage-penetration-drivers

With the seismic shift to telemedicine, the push to Medicare Advantage
enrollments is going to be stronger than forecasted and BFYT will benefit from
their new national media campaign that informs seniors of this key telemedicine
benefit.

HealthInsurance.com for Medicare Advantage and Telemedicine
This month, Benefytt Technologies launched HealthInsurance.com, the most
recognizable URL in health insurance. Now Benefytt Technologies along with
eHealth are the only 2 platforms that allow consumers to buy Medicare
Advantage insurance directly from the website without having to speak to an
agent.
Benefytt Technologies was one of the first brokers for Teladoc and it is actually
cheaper for consumers to buy a Teladoc policy through Benefytt Technologies vs.
directly from Teladoc as Benefytt Technologies had secured a favorable
agreement early on several years ago.
A Teladoc policy through Benefytt Technologies costs $12.95 per month while
Teladoc’s website offers the same plan at $5 per month plus $55 per visit.
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https://www.cnbc.com/2020/03/13/reuters-america-teladoc-health-says-daily-patient-visits-rose-50-percent-inpast-week.html

As you can see below, Benefytt Technologies is already working with some of the
largest players in Medicare Advantage including Aetna and Humana.
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The Pivot to Medicare Advantage and Telemedicine
Citron has followed Benefytt Technologies for several years with no opinion as we
could not recommend investing in the future of short-term insurance… and then
the pivot happened and we took notice. In the preparation of this report, Citron
has visited the company’s headquarters, met with management, conducted
extensive background checks on management, spoke to competitors and former
employees, spoke with numerous industry experts, and reached out to every
major bull and bear on the stock to get the most complete picture.
In June 2019, Benefytt Technologies made a very savvy acquisition of lead
generation firm Together Health, which generates over 1 million Medicare
Advantage leads annually. As a result, Benefytt Technologies was able to
generate approximately 50K approved applications for Medicare Advantage in the
second half of 2019 despite still being in the process of ramping up their
operations. If the Together Health asset had been acquired earlier and fully
optimized during the enrollment period, we believe the company would have
generated over 80K approved applications for Medicare Advantage.
This is Where The $$$ Is Made
To put this pivot to Medicare Advantage into perspective, let’s look at eHealth
(EHTH) which made a similar pivot to Medicare Advantage in early 2018 when the
company disclosed Q4 2017 approved applications for Medicare Advantage of
55K.
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After eHealth disclosed this metric in March 2018, the stock quickly traded from
$16 to over $100 over the next year. We believe Benefytt Technologies is on the
exact same path but even faster as Medicare Advantage is more relevant today in
2020 than it was in 2018.
We spoke to numerous senior industry executives but found that our call with the
former COO of UnitedHealth Group (UNH) to be most insightful as he had
conducted an extensive state by state analysis of Benefytt Technologies when
UNH was entering the short-term medical market. He provided his views on the
company’s outlook and push into Medicare Advantage.
Below are the takeaways:
• “Medicare Advantage is not a win or lose battle. It is a win or win battle.”
• “UNH will absolutely work with Benefytt Technologies in Medicare
Advantage”
• “I think overall Benefytt Technologies from a business perspective is doing a
good job”
• “Benefytt Technologies is not running at its full potential. The company has
the right infrastructure in place. A little tweaking and it’s very valuable.
The sites, the marketing, the agent infrastructure, the call center, etc.”
• “With 50K Medicare Advantage policies in less than a year, Benefytt
Technologies is definitely worth at least $1.5 billion”
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Valuation and Takeout
In July 2019, the company announced that it was exploring strategic alternatives
including a sale of the company. The process was restarted in December after the
company reported explosive growth in its Medicare Advantage segment. This
makes sense considering in the second half of 2019, three of the company’s peers
were acquired!

Despite being a direct beneficiary of the megatrends within Medicare Advantage
and telemedicine, BFYT is trading at just 1x-2x EV/Sales vs. EHTH at 4x-5x and
TDOC at 12x.
If we assume that Benefytt Technologies should trade in-line with Medicare
Advantage peers at 7x EV/Sales, this implies a price target of $90. If we apply a
discount to its peers and assume the company should trade at 5x EV/Sales, the
stock is at $60.
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It’s worth mentioning that Benefytt Technologies Chairman Paul Gabos has
bought over $1 million of stock in the open market and has not sold a single
share. Gabos was former CFO of Lincare, which was acquired by Linde for $4.6
billion. Also, Robert Murley, former Chairman of Investment Banking at Credit
Suisse, is a board member. These are dealmakers and we believe there is a high
probability that the company is sold before the Q1 2020 earnings release.

© Copyright 2020 | Citron Research | www.citronresearch.com | All Inquiries – info@citronresearch.com

March 18, 2020

Despite recent market volatility, M&A activity within the global insurance industry
has not slowed. Earlier this month, Aon announced that it was acquiring Willis
Towers Watson for approximately $30 billion. With a market cap of less than
$300 million, Benefytt Technologies would be an easy takeout for a strategic
buyer.
https://www.cnbc.com/2020/03/09/aon-to-buy-willis-for-nearly-30-billion-in-insurance-mega-deal.html

Conclusion
It is rare that investors can invest in a stock that has the ability to go up 300% that
captures the most relevant theme of a major shift in healthcare policy. The only
reason to be short this name is if you don’t like their legacy business. This is like
being short Netflix because sending DVD in the mail is a bad idea. There are no
bad/good Medicare Advantage policies. They are all CMS approved and they are
growing rapidly. Forward Thinking.

Cautious Investing and Social Distancing to All
These reports have been prepared by either Citron Research (“Citron Research”) or Citron Capital, LLC (“Citron
Capital”). Citron Research and Citron Capital are referred to collectively as “Citron” and each individually as a
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purposes only and presented “as is” with no warranty of any kind, express or implied. Under no circumstances
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Citron Entity that published that report. The opinions, information and reports set forth herein are solely
attributable to the applicable Citron Entity and are not attributable to any Citron Related Person (defined below)
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use of the research presented in any report is at your own risk. You (or any person you are acting as agent for)
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opinion presented in any Citron report. You further agree that you will not communicate the contents of reports
and other materials made available by Citron to any other person unless that person has agreed to be bound by
these Terms of Use. If you access, download or receive the contents of Citron reports or other materials on your
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own behalf, you agree to and shall be bound by these Terms of Use. If you access, download or receive the contents
of Citron reports or other materials as an agent for any other person, you are binding your principal to these same
Terms of Use.
As of the publication date of a Citron report, Citron Related Persons (possibly along with or through its members,
partners, affiliates, employees, and/or consultants), Citron Related Persons clients and/or investors and/or their
clients and/or investors have a position (long or short) in one or more of the securities of a Covered Issuer (and/or
options, swaps, and other derivatives related to one or more of these securities), and therefore may realize
significant gains in the event that the prices of a Covered Issuer’s securities decline or appreciate. Citron Research,
Citron Capital and/or the Citron Related Persons may continue to transact in Covered Issuers’ securities for an
indefinite period after an initial report on a Covered Issuer, and such position(s) may be long, short, or neutral at
any time hereafter regardless of their initial position(s) and views as stated in the Citron research. Neither Citron
Research nor Citron Capital will update any report or information to reflect changes in positions that may be held
by a Citron Related Person.
This is not an offer to sell or a solicitation of an offer to buy any security. Neither Citron Research nor any Citron
Related Person (including Citron Capital) are offering, selling or buying any security to or from any person through
any Citron research reports. Citron Research is affiliated with Citron Capital. Citron Capital is an exempt reporting
adviser filed with the California Department of Business Oversight and is not registered as investment adviser in any
other jurisdiction. Citron Capital does not render investment advice to anyone unless it has an investment adviserclient relationship with that person evidenced in writing. You understand and agree that Citron Capital does not
have any investment advisory relationship with you or does not owe fiduciary duties to you. Giving investment
advice requires knowledge of your financial situation, investment objectives, and risk tolerance, and Citron Capital
has no such knowledge about you.
The research and reports made available by Citron reflect express the opinion of the applicable Citron Entity as of
the time of the report only. Reports are based on generally available information, field research, inferences and
deductions through the applicable Citron Entity’s due diligence and analytical process. To the best of the applicable
Citron Entity’s ability and belief, all information contained herein is accurate and reliable, is not material non-public
information, and has been obtained from public sources that the applicable Citron Entity believe to be accurate and
reliable, and who are not insiders or connected persons of the Covered Issuers or who may otherwise owe a
fiduciary duty, duty of confidentiality or any other duty to the Covered Issuer (directly or indirectly). However, such
information is presented “as is,” without warranty of any kind, whether express or implied. With respect to their
respective research reports, Citron Research and Citron Capital makes no representation, express or implied, as to
the accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from
its use. Further, any research report contains a very large measure of analysis and opinion. All expressions of
opinion are subject to change without notice, and Citron does not undertake to update or supplement any reports
or any of the information, analysis and opinion contained in them.
In no event shall Citron Research, Citron Capital or any Citron Related Persons be liable for any claims, losses, costs
or damages of any kind, including direct, indirect, punitive, exemplary, incidental, special or, consequential
damages, arising out of or in any way connected with any information presented in any Citron report. This
limitation of liability applies regardless of any negligence or gross negligence of Citron Research, Citron Capital or
any Citron Related Persons. You accept all risks in relying on the information presented in any report.
You agree that the information in any Citron research report is copyrighted, and you therefore agree not to
distribute this information in any manner without the express prior written consent of the applicable Citron Entity.
If you have obtained Citron research reports in any manner other than as provided by Citron, you may not read such
research without agreeing to these Terms of Use. You further agree that any dispute between you and Citron and
their affiliates arising from or related to this report or viewing the material presented herein shall be governed by
the laws of the State of California, without regard to any conflict of law provisions. The failure of Citron Research or
Citron Capital to exercise or enforce any right or provision of these Terms of Use shall not constitute a waiver of this
right or provision. You agree that each Citron Related Person is a third-party beneficiary to these Terms of Use. If
any provision of these Terms of Use is found by a court of competent jurisdiction to be invalid, the parties
nevertheless agree that the court should endeavor to give effect to the parties’ intentions as reflected in the

© Copyright 2020 | Citron Research | www.citronresearch.com | All Inquiries – info@citronresearch.com

March 18, 2020
provision and rule that the other provisions of these Terms of Use remain in full force and effect, in particular as to
this governing law and jurisdiction provision. You agree that regardless of any statute or law to the contrary, any
claim or cause of action arising out of or related to Citron report or related material must be filed within one (1)
year after the occurrence of the alleged harm that gave rise to such claim or cause of action, or such claim or cause
of action be forever barred.
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