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Health systems are pursuing consistent priorities with very different strategies; no single “correct”
strategy exists, but L.E.K. has identified the traits of likely-successful systems over the next ~5 years

Health system priorities are centered around workforce, efficiency and quality; still, systems that can afford to, are pursuing a
wide range of strategic initiatives, including the following (examples indicative and not reflective of a system's entire strategy):

A.

mo o W

Pursuing local market density and share (HCA, Memorial Hermann)

Expanding to geographies well beyond the core footprint (Advocate)

Emphasizing alternate sites of care (Tenet, Sutter, Corewell)

Monetizing internal capabilities, including technology, services and research (Mayo Clinic)

Focusing on the transition to care financing / VBC (Banner)

Though a challenging environment for smaller and more traditionally-oriented systems, we expect access will be maintained,
and many will seek creative partnerships and mergers with better-positioned “progressives”

No single “correct” strategy exists — health systems, their capabilities and their market footprints are unique; this said,
successful systems within this changing landscape will:

A.
B.
C.

Possess a deep level of organizational self-awareness and widely understood purpose and strategy
Partner strategically to increase impact, access better capabilities and focus internal efforts

Look beyond the conventional provider landscape for partners and opportunities (i.e., participate actively in "swim lane hopping" and support
other stakeholders in accessing the provider lane for mutual benefit)
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Health system priorities are understandably centered around workforce, efficiency, and quality; however,
systems that can afford to experiment are pursuing a wide range of strategic initiatives

Health system and hospital executive strategic goals*

(2024)

Average percent of all respondents who answered 6 or 7 out of 7, where 7 means “This is one of my [hospital / health system]’s top priorities”

69%
67%
66%
62%
59%
48%
47%
45%
36%
32%

Addressing workforce shortages

Improving patient experience and quality of care
Increasing efficiency, throughput, and standardization
Improving revenue capture

Enhancing purchasing and supply chain resilience
Expanding clinical services and sites

Deploying predictive / Al technologies

Securing access to new medical device / digital health technology

Expanding participation in VBC / care financing

Relatively consistent
— resiliency-focused
priorities

Widely ranging
— growth and strategic
investment priorities

Other investments / partnerships B

Note:  *Question: To what extent are each of the following goals strategic priorities for your [hospital / health system]? Scale: 1-7, where ‘1’ means “This is not at all a priority” and ‘7° means “This is one of my [hospital /
health system]'s top priorities”; **Respondents who answered “| don’t know” or “Other” were included in N above but excluded from the analysis (0-8 respondents per priority); ~*New strategic priorities were

included in the 2024 Hospital Study Survey
Source: L.E.K. 2024 Hospital Study Survey
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Building out service lines and expanding acute care footprint are top priorities for most health systems

° A. Pursuing local market density & share

Planned activities by hospitals / health systems over the next 3 years*

(2024)

Average response (1-7, where 7 = “Strongly agree”) of non-supply chain C-suite / senior executive respondents (Progressives n=104, Traditionalists n=72)**

6.0 q----mmmommoeeemoooooo oo oo .

Top two planned activities ! Progressive
Traditionalist

4.0

2.0 |

0.0 - '

We plan to develop We plan to build or expand We plan to build or We plan to acquire We plan to acquire
greater specialization in existing acute sites expand existing non- non-acute sites of care other hospitals

one or more specialties acute sites of care

/ service lines

Note:  *Question: Please rate the extent to which you agree or disagree with the following statements regarding your [hospital / hospital system]’s planned activities over the next 3 years; ** Respondents who answered
“I don’t know” were included in N above but excluded from the analysis (0-3 Progressives and 2-7 Traditionalists per statement)

Source: L.E.K. 2024 Hospital Study Survey I E K"‘
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Beyond physician recruitment, health systems plan to gain share by organizing service lines in a more
cohesive manner (rather than orienting around departments)

° A. Pursuing local market density & share

Tactics to gain share in prioritized clinical services over the next 3 years*

(2024)
Percent of non-supply chain C-suite / senior executive respondents who ranked response in their top 3 (n=176)**
80 -
60 -
40 -
66%
53%
. : n
0 A
Invest in recruiting Create a more comprehensive Build new facilities dedicated Invest in research
top physician talent service line approach by to priority service line(s)

combining multiple specialties
under one service line roof

Note:  *Question: What, if any, tactics does your [hospital / health system] plan to pursue in the next 3 years (through 2027), to gain share in clinical service offerings you plan to prioritize? Please select up to three of the tactics you are
most likely to pursue; ** Respondents who answered “None of the above” (14 respondents) were included in N above but excluded from the analysis

Source: L.E.K. 2024 Hospital Study Survey I E K"‘
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Service line development and growth will be challenging in a highly competitive and supply constrained
environment; health systems are planning to deploy a range of tactics to address this challenge

° A. Pursuing local market density & share

Planned tactics to recruit and / or retain physician talent*
(2024)
Percent of non-supply chain C-suite / senior executive respondents (n=141)**

49% 17%

43% 18%
43% 17%

33% 1%

31% 5%

22% 6%

21% 6%

Il Rank 3 20% -

Rank 2 17% %

Il Rank 1 11% X 4%

Providing more flexible / desirable schedule options for physicians
Restructuring the physician comp. model to align with physician desires

Increasing physician compensation levels

Improving benefits packages
Increasing clinical support staffing
Increasing physician power in selection of devices / consumables used

Increasing access to innovative clinical tools

Providing opportunities for physicians to co-invest in ambulatory sites
Increasing the opportunity for physicians to work remotely / from home

Increasing education stipends

Note:  *Question: What tactics is your [hospital / health system] prioritizing to better position itself to recruit and retain physician talent? Please select up to 3 reasons in order of importance; **Supply chain / purchasing
respondents were excluded from this analysis. Respondents who responded “Other” were excluded from this analysis (0-1 respondent per rank), and respondents who rated the retention of employed physicians /
attraction of physicians <4 as strategic priorities (1 respondent) were not shown this question

Source: L.E.K. 2024 Hospital Study Survey I E K ™
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Recent mergers have joined organizations with significant distances between their core geographies

0 B. Expanding well beyond core geos.
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Health systems are looking beyond core

geographies

IL based Advocate Aurora acquired NC
based Atrium Health to gain access to
new states

CA based Kaiser Permanente
subsidiary, Risant Health, acquired PA
based Geisinger Health and NC based
Cone Health

NY based Northwell Health acquired CT
based Nuvance Health

Florida based Orlando Health acquired
AL based Brookwood Baptist Health
system from Tenet
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Our survey indicates that we should expect to see more of this activity, even though the benefits of these
combinations are yet to be proven

° B. Expanding well beyond core geos.

Planned expansion activities by hospitals / health systems over the next 3 years*

(2024)
Percent of non-supply chain C-suite / senior executive respondents (n=176)**
60 -
40 - I :
41% 359, 349, Considering pursuing, and expect
to complete in 3 years (by 2027)
20 -
Planning to pursue and expect
to complete in 3 years (by 2027)
0 b T
Service line partnership with a Purchase of hospital Merger with a system
health system in a new region assets in a new region in a new region

Note:  *Question: Which of the below mergers & acquisitions / joint ventures/partnerships do you expect your [hospital / health system] to pursue in the next 3 years (2027); ** Respondents who answered “l don’t know”
were included in N above but excluded from the analysis (5-10 Progressives and 10-15) Traditionalists per statement)

Source: L.E.K. 2024 Hospital Study Survey I E K"‘
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Many health systems expect to significantly expand their ASC, urgent care / FSED, and imaging center
footprints over the next 3 years

° C. Emphasizing alternate care sites

Top 10 non-acute care site investment areas over the next 3 years®, excluding physician office locations

(2024)

Percent of non-supply chain C-suite / senior executive respondents selected 6/7 minus percent selected 1/2, where 7 = “We expect to increase our footprint / number
of facilities significantly” and 1 = “We expect to decrease our footprint / number of facilities significantly) [n= 176]**

Ambulatory surgery center (ASC) 18% 35%
Urgent care center 18% 31%
Freestanding / satellite emergency department 5% 22%
Imaging center 10% 23% L.E.K.’s 2024 ASC study

found that there is

Home health services / agency ) 18% significant headroom for

Rehab facility 1% 13% growth in historically core

hospital specialties (e.g.,

Ambulatory infusion center (AIC) 6% 19% orthopedics, CV, spine)

Skilled nursing facility 3% 12%
iNi (o) [0)

Rural health clinic 3% A 9% Il Progressives
Renal dialysis facility 3% 6% A Traditionalists

Note:  *Question: Across the following sites of care, what are your expectations when considering potential investment priorities for your [hospital / health system]’s footprint / facility growth (either through expansion of

existing assets or new assets) in the next 3 years (2027)?; **Respondents who answered “I don’t know” were excluded from the analysis ™
Source: L.E.K. 2024 Hospital Study Survey I E K
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Some systems are seeking to significantly expand their presence in clinical trials, monetize their data,
and launch new businesses — technology and services

° D. Monetization of internal capabilities

Prioritized non-clinical revenue streams over the next 3 years (2027)*
(2024)

Percent of non-supply chain C-suite / senior executive respondents ranking among top 3 priorities (n=79)**

72% Increasing participation in clinical research and clinical trials

Monetizing data

Independently launching a new digital / HCIT company (or offering)
based on technology developed in house

Selling clinical IP / research findings to a third party
(e.g., device / life sciences company)

Partnering with an existing HCIT company to commercialize
digital technology / IP that has been developed in-house

Selling non-clinical services to other provider organizations
(e.g., biomedical engineering)

Il Progressives

" . 34% A
A Traditionalists

Note:  *Question: What sorts of non-clinical revenue streams do you expect your [hospital / health system] will prioritize over the next 3 years (by 2027)? Please select at least one and up to five activities you are most
likely to prioritize, in order of priority ; **Supply chain / purchasing respondents were excluded from this analysis. Respondents who rated “monetizing clinical developments” <6 as a strategic priority were not

included in this analysis ™
Source: L.E.K. 2024 Hospital Study Survey I E K
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Value-based contracting continues to elicit mixed responses, but some systems are continuing to push
rapidly into care financing

° E. Focusing on progressive payment models

Health system executive perceptions on value-based contracting
(2024)

Percent of non-supply chain C-suite / senior executive respondents (n=176)

“Value-based payments

“Value-based payments will will be critical to the “Our system sees no need  “Our system desires to

“Given recent market
be critical to the improvement of our to move from fee-for- move to capitated developments, we think
improvement of our financial position in service payments for as many we have moved
financial position in the the long-term (5-10 payment to value-based patients as possible as

into value-based
contracting too quickly”

near-term (next 1-3 years)” years from now)” payment in the next &5 years”  quickly as possible”

27% 0
7% 7%

B 1 - Strongly disagree [l 2 3 4 5 I 6 M 7 - Strongly agree

Note:  *Question: To what degree do you agree with the following statements regarding your [hospital / health system]’s views of value-based care?
Source: L.E.K. 2024 Hospital Study Survey
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The overall environment for health systems continues to be riddled with significant challenges

Demands for cost / quality transparency
Proliferating and emerging technologies
Shifting coverage mix and churn
Consumerism and “retailization”
Consolidation of national payers

Clinician and nurse shortages

Value-based models: ACOs, bundles, etc.
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NOT EXHAUSTIVE

Vertical and horizontal provider consolidation
Development of alternative sites of care
“Insurgent” market entrants

Growing scaled physician enterprise models
Post-acute integration requirements

Cost pressure from employer groups

EHR and interoperability headaches
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Optimism appears to be growing among many health system executives, but some see declines ahead

Over the next 3 years, our revenue will...* Over the next 3 years, our operating margin will...A
(2024) (2024)
Percent of C-Suite / executive respondents (n=176)** Percent of C-Suite / executive respondents (n=176)
100 - 1% NIncrease >10% p.a. 100 1 ) NIncrease >6% PPT
15% Increase 6-10% p.a. Increase 4-6% PPT
80 - 80 -
39% Increase 1-3% PPT
60 - 60 -
59% Increase 1-5% p.a.
40 A 40 A
31% Be unchanged
20 - 15% Be unchanged 20 -
Decrease 1-5% p.a. 15% Decrease 1-3% PPT
0 1% 8% ,Decrease 6-10% p.a. 0 Decrease 4-6% PPT

Note:  *Question: How do you anticipate your [hospital / health system]'s revenue will change over the next 3 years (through 2027)?; **Respondents who answered “| don’t know” were included in N above but excluded
from the analysis (1-3 system respondents, 0 independent hospital respondents); » Question: How do you anticipate your [hospital / health system]'s operating margin will change over the next 3 years (through
2027)?; M Respondents who answered “I don’t know were included in N above but excluded from analysis (1-3 system respondents, 0 independent hospital respondents)

Source: L.E.K. 2024 Hospital Study Survey I E K ™
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In our experience, this sentiment is well predicted by a system’s scale and “progressiveness”

a Local Progressives
(~210 orgs, ~15% of hospitals, ~31% of spend)

Smaller health systems & larger independent hospitals (e.g., Large, multi-region health systems characterized by...
academic medical centers), characterized by ... « Proactively engaging in value-based care & integrating with
» Proactively engaging in value-based care & integrating with non-acute sites

non-acute sites * More partnership-oriented supplier relationships
* More partnership-oriented supplier relationships
Examples: &) Stanford Cos) Examples: 5 Advocate Health Care. UPMC i

MEDICINE CEDARS-SINAL
Scale
Local Traditionalists Scaled Traditionalists
(~1,430 orgs, ~30% of hospitals, ~18% of spend) (~40 orgs, ~4% of hospitals, ~2% of spend)

Smaller health systems & smaller independent hospitals Large, multi-region health systems characterized by ...
characterized by ... § - Lagging in exposure to value-based care payments & less
» Lagging in exposure to value-based care payments & less S integrated with non-acute sites

integrated with non-acute sites = * More transaction-oriented supplier relationships
» More transaction-oriented supplier relationships §
Examples: KM AHMC Healthcare '[hx:la_ls\C-h_i/tl;lll:en’s o Examples: %Aﬂeglﬁ?ﬁ&%ﬁ%lm O IANNER

ospil Q.

™
Source: Provider Pulse; L.E.K. research and analysis of American Hospital Association (AHA) and Definitive Healthcare (DHC) I E K
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We expect this will continue, but access will be maintained as many challenged traditionalists seek

creative partnerships and mergers with better-positioned “progressives”

Partnership / integration models available to challenged traditionalists

Maintain

independence

No affiliations or
partnerships to
maintain
competitive and
operational
independence
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Co-branding and

marketing

Joint marketing
for services via
co-branding with
another health
system

Clinical
collaboration

Jointly operate
clinical service
lines in particular
specialties

Specialist
rotations,
education,
training, best
practice sharing,
service center

accreditation, etc.

Merger/

Shared services

and operations

Leverage shared
services such as
IT, health
analytics,
telemedicine,
billing, CM, group
purchasing

Joint access to
capital / credit

Clinical
integration

Gain preferred
provider status
and develop a
joint referral
network for
specialty
physician access

Standardize
protocols, jointly
recruit MDs,
common EMR,
etc.

Joint payer
contracting

Develop an ACO
or other risk-
based contracting
arrangement with
payers for
population health
management

Acquisition

Merge
organizations and
governance under
a single system
entity
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There is no single “correct” strategy to pursue, but systems that are most successful within this
changing landscape will:

Possess a deep level Partner strategically Look beyond the

of organizational self conventional provider
awareness landscape

Including a widely held To increase their

understanding of their impact, access better In identifying partners and

market(s), their mission capabilities, and focus opportunities (participate

and goals, and strategy internal efforts actively in ‘swim lane’

(and the enablers of hopping and support other

that strategy) stakeholders in accessing

the provider lane)
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A well-articulated strategy based on deep self awareness is essential to the success of any system

e A. Deep organizational self awareness

Clarity of org. Market
mission understanding

Honest
assessment of
core capabilities
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Clearly define the organization’s
mission and goals

Develop a nuanced
understanding of key markets

and the organization’s
differentiators

Critically assess the
organization’s capabilities to
identify strengths and areas for
improvement in core functions
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JVs and partnerships are expected to underpin execution of strategic priorities for many systems

e B. Extensive partnerships

Planned M&A / JVs / partnerships by hospitals / health systems over the next 3 years*
(2024)

Percent of non-supply chain C-suite / senior executive respondents (n=176)**

JV with tech company on dev. of new tools / solns. 51% 65%
Service line partnership with health system from another region 52% 62%
JV with ASC operator 49% 61%
JV with urgent care / freestanding emergency department 45% 58%
Partnership with local hospitals on new non-clinical offerings / solns. 46% 55%
Partnership with PE to dev. new clinical business 42% 54%
Partnership with PE to dev. new non-clinical business 42% 52%
JV with infusion center 43% 52%
Il Planning to pursue and expect Considering pursuing, and expect

to complete in 3 years (by 2027) to complete in 3 years (by 2027)

Note:  *Question: Which of the below mergers & acquisitions / joint ventures / partnerships do you expect your [hospital / health system] to pursue in the next 3 years (2027)?; ** Respondents who answered “I don’t
know” were included in N above but excluded from the analysis (12-23 per M&A / JV / partnership type)

Source: L.E.K. 2024 Hospital Study Survey I E K"‘
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Traditional healthcare organizations’ ‘swim lanes’ — payer, provider, and vendor, are breaking down;
successful systems will participate in this trend — offensively, and defensively

e C. Wide aperture for partnerships

Increasing competition and entrants in the care delivery landscape

g Juited .| Humana.| eaetna

Humana ¥ CVS

optum Rx’ Pharmacy caremark”
' YCVS Pill 2 Provid
Retail / Pharmacy pharmacy’ Walmart Lkbpreens Pack A #Hera(lzﬂlagnce“
by amazon pharmacy

5K CenterWwell Raaio ‘O'Viltage vo |+ +one medical
Provider Optum conuns ¥ @ mintecinic ¥ Walmart >,<Health Q summit i S Providence

ng CenterWell. ‘ signifyhealth. \) Health iorahealth

Optum xealth.,
HCIT / data analytics CHANGE ¥ praia health ¢ PPIMf/ MSO 4
HEALTHCARE d@)(car@ P atforms
Technology a\ma; 0n|
Private Equity

Investors, .
incl. Private Equity firms

Source: L.E.K. research and analysis I E K ™
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Reach out to L.E.K.’s Provider leadership team to discuss ASC strategies and for access to L.E.K.’s full
ASC Insights report, and visit our Provider Insights hub to download our insights on other issues

N\

N\

L.E.K. Provider
Practice leadership
contact information

X

L.E.K. Provider
Insights hub
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Looking Ahead: The US Healthcare
Provider Landscape in 2035, Part 2

By Kevin Grabenstatter, Frazer Dorey, Rozy Vig,
Jenn Henry

I h An evolving healthcare landscape is reshaping
H e a t Ca re the operating climate for providers, offering both
risks and opportunities. To thrive, provider
organizations must be adaptable and proactively

pursue new partnerships and business models to

Provider
Insights at - |
L.E. K. : ! Read more »

achieve sustainable growth.

Please visit and bookmark our Provider Insights page, where we aggregate our Executive Insights articles for provider organizations:

https://www.lek.com/healthcare-provider-insights-lek
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Disclaimer

This document is to provide information and is for illustration purposes only. Accordingly, it must be considered in the context and purpose for which it has been
prepared and must be kept confidential.

This document cannot be relied upon by any recipient. In accepting it, you agree that L.E.K. Consulting LLC and its affiliates, members, directors, officers,
employees and agents neither owe nor accept any duty or responsibility or liability to you or any third party, whether in contract, tort (including negligence) or breach
of statutory duty or otherwise, howsoever arising, in connection with or arising from this presentation or the use you or any third party make of it.

L.E.K. shall not be liable to you or any third party in respect of any loss, damage or expense of whatsoever nature which is caused by your or any third party’s
reliance on or for any use you or any third party may choose to make of the presentation, which you accept is at your or their own risk.

This report is based on information available at the time this report was prepared and on certain assumptions, including, but not limited to, assumptions regarding
future events, developments and uncertainties, and contains “forward-looking statements” (statements that may include, without limitation, statements about
projected market opportunities, strategies, competition, expected activities and expenditures, and at times may be identified by the use of words such as “may,”
“could,” “should,” “would,” “project,” “believe, plan,” “estimate,” “forecast,” “potential, continue” and variations of these words or
comparable words).

intend,

anticipate,” “expect,

L.E.K. is not able to predict future events, developments and uncertainties. Consequently, any of the forward-looking statements contained in this report may prove
to be incorrect or incomplete, and actual results could differ materially from those projected or estimated in this report. L.E.K. undertakes no obligation to update
any forward-looking statements for revisions or changes after the date of this report, and L.E.K. makes no representation or warranty that any of the projections or
estimates in this report will be realized. Nothing contained herein is, or should be relied upon as, a promise or representation as to the future.
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