Health tech fund raises $800 million as COVID speeds up change
in the medical industry
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It was already well underway prior to COVID—the wave of innovation in health tech, that is. But no
one could have convinced so many people so quickly that visiting their doctor on the other end of a
phone screen was a good idea.
Take April 2020, for instance. The number of patients doing virtual office visits or outpatient care rose
by 78 times the levels in February, according to McKinsey.
COVID “advanced what normally would have taken 10 years of telehealth growth and collapsed it into
six months,” says Todd Cozzens, co-founder and managing partner of Transformation Capital, a
growth equity firm focused solely on health tech companies.
It’s proved an opportune time for Transformation Capital—whose predecessor entity was co-founded
in 2016 by Cozzens, formerly with Sequoia Capital, and Jared Kesselheim, a former Bain Capital
Ventures partner—to go back to market for its third fund. The firm closed it at $800 million, and the
demand was off the charts, Cozzens says.
“We could have probably raised a much higher amount—you know, $1.5 billion if we had wanted to—
but we learned at Bain and Sequoia that smaller, tighter funds do better,” he says, noting that when
they were raising their first fund, which was $313 million in size, limited partners were skeptical of
whether digital health was a big enough asset class.
The newfound attention on virtual medical solutions and digital technologies may feel fresh to many
consumers, but Cozzens says COVID hasn’t really been a point of transformation for health tech
innovation—even if it certainly has been one for adoption. Companies like TeleDoc and Livongo had
already been around, and people already knew they were a more efficient alternative to traditional
doctor visits. It was just a matter of getting hospitals, doctor’s offices, and patients to use them. “All of
a sudden, everybody was scrambling to provide a virtual care solution,” Cozzens says.
Instead, Cozzens describes the major inflection points in health tech to be the wide use of electronic
medical records, when the HITECH Act in 2009 set aside cash for doctors and hospitals to digitize
their records, and The Affordable Care Act, when there was a shift to value-based care from fee-forservice reimbursement, which required computers and tracking systems to keep up with patients
post-treatment.

“Healthcare has been lacking in technology virtually through its entire existence. We’ve got great CT
scanners and MRIs—but from a digital software, enterprise software perspective, we were always in
the dark ages,” Cozzens says.
But that’s changing. Last year, there were 79 digital health IPOs, per CB Insights, and there are now
91 unicorns in this sector. In the
first quarter of this year, $10.4 billion in venture funding has poured into this space, already nearly
half of what was invested the whole calendar year of 2019.
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Capital Cozzens has been part of this evolution himself. He founded and led Picis, a health
information services company that a UnitedHealth Group subsidiary acquired in 2010 (one of the
largest health tech acquisitions at the time) and would later co-lead Sequoia Capital’s healthcare
investing. But he left Sequoia wanting to start a firm that would put all of its resources into the single
sector. In his perspective, it needed—and warranted—its own attention.
“Healthcare is so complex. The reimbursement system, the 49 regulatory bodies that govern
healthcare, how payments work... The dislocations and the disenfranchisement and the inequity
make it a very complex area to invest in,” Cozzens says.
Cozzens has been building out the team at Transformation Capital over the past few years, hiring
Julie Murchinson, former CEO of health tech network and conference company Health Evolution as
partner near the end of 2020. Cozzens’ former Sequoia Capital colleague Mike Dixon joined the firm
at the end of 2019.

The team has evaluated more than 5,000 health tech companies to land on the 30 or so startups
currently in its portfolio, which include Mint.com founder Aaron Patzer’s new health tech venture Vital,
and medical staff matching solution CareRev, which was founded by a former trauma nurse.
With a fresh bout of capital, you can expect the firm will be adding more to the mix shortly.

