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A PLAN IS WORTHLESS. PLANNING IS EVERYTHING

IGOR BELOKRINITSKY * In the age of rapid transformation and many unknowns, health systems
Partner, Health are struggling to project a path to financial sustainability. Yet some
(/W San Francisco immutable truths - demographics, consumer attitudes and even
legislation can be quantified and serve as foundation of any plan.

RAN STRUL * In this session, Oliver Wyman’s lgor Belokrinitsky and Ran Strul will
- Partner, Health share approaches to financial performance planning, bringing in a
f' New York national and state-level view to the major drivers impacting health

systems financials.

* Their forecast shows a wide range of potential outcomes requiring
executives to incorporate both time-proven and new approaches to
margin performance to build confidence in becoming a thriving
enterprise in the 2030 healthcare market.
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PRESSURE AND UNCERTAINTY ARE RESHAPING HOSPITAL ECONOMICS

© Oliver Wyman

Over a dozen Pennsylvania hospitals could close, Why Rural Hospitals Are Facing a
report says Funding Crisis —and How It Could Get
Worse
Charted: HOSpital CEO turnover is rising, and How 3;,000 Kaiser Workers Built the Largest Healthcare Strike in
S > U.S. History
organizations aren’t prepared
Inflation Drives $4 Billion
Alarming Rise of Workplace Violence Surge in Medical Malpractice

Forces Healthcare Workers to Rethink — I — : Losses Over Past Decade
Safety * - 1Al ]

Millions Could Lose Medicaid
Where Did All the Nurses Coverage Due to New Rules

Go?

ACA exchanges will continue to shrink
as fewer enrollees pay premiums,

Healthcare remains top cybercrime :
analysis suggests

target: FBI

Public payer-provider fights increa?é
nearly 70%

Battle of the bots: As payers use Al to drive denials
higher, providers fight back

As denial rates climb to record highs, driven in part by Al-powered robots, health systems are starting to stand their ground.

Health Care Costs Are the Top Household Expense the Public Worries About

Health care sector braces for supply
chain uncertainty with changing tariff

CLIMATE CHANGE IS THREATENING PATIENT CARE policies
The physician shortage will worsen—unless Congress acts now

Majorities Are Worried About Affording Prescription Drugs for Themselves or Their Family




WE USED A RANGE OF HIGH PROBABILITY SCENARIOS

1~ = it

Rainy day Current course and speed (baseline) Critical but stable
A vicious cycle of unfavorable policies The “new normal” reflects H.R.1 cutsin a A virtuous cycle of hospital
further destabilizes hospitals and stable economy, with incremental efforts transformation, enabled by favorable
communities they serve by states and hospitals to maintain access public sector policies and actions spurs
to care and no new policies harmful to the = economic growth, innovation and
margin sustainability
* Persistent 2-3pp gap between expenses ¢ Medicaid cuts: IP and OP * Restored ACA subsidies support
and prices trend reimbursement rates move to 100% / Marketplace enrollment
* Rising unemployment: fewer 110% of Medicare * Higher commercial enrollment and
commercially insured, more uninsured * More uninsured as patients lose better reimbursement from job growth
 Medicaid cuts: IP and OP Medicaid/Marketplace coverage under and economic growth
reimbursement rates move to 100% / H.R.1 * Appropriate utilization growth as
110% of Medicare * Medicare sequestration persists at 2% access improves and barriers to care fall

 Site-neutral payments shift volume to
lower-paid outpatient settings

* 340B cuts raise costs for safety-net
hospitals
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EVEN IN THE “BASELINE” SCENARIO, MARGINS COULD DROP BY 10.5 POINTS, DRIVEN
PRIMARILY BY HR1 CUTS AND COSTS GROWING FASTER THAN REVENUE

2030 Profit Margin Impact, “Baseline” Scenario?
Hospital only; cumulative compared to 2025 baseline, %

Demographics shift -1.3%
-0.8%
”””””””” -04%
/l -0.7%
Growing costs of providing care and -1.8%
ensuing payer mix changes from
ICHRA (3% of commercial shifts to —-0.2% =3
ACA) push down profit margins.
As a result of H.R.1., by 2030, 10.3M
Medicaid and 2.1M ACA enrollees will
lose eligibility and Medicaid rates will -4.7%
be capped at 110% of Medicare.
\ H.R.1 impacts )
Total profit Aging Cost growth ICHRA-caused ACA subsidy IP only list H.R.1 Medicaid H.R.1 ACA H.R.1 Medcaid
margin impact population? outpacing ACA growth/ expiration® elimination®  reduced eligibility’ eligibility changes’ reimbursement
revenue growth3 commercial reduction®

reduction?

1. Each driver is estimated to include the aging-population adjustment and is otherwise calculated independently of other drivers; 2. Impact from the 65+ population increasing from 18.6% of US population in 2025 to 20.7% in 2030; 3. Net impact of revenue and cost growth
rates, revenue by line of business and individual costs have specific assumed growth rates detailed in the model methodology. Represents impact not explained by other variables in scenario; 4. Assumes 3% of Commercial enrollees will switch to an ACA plan by 2030 5.
Reflects projected change in ACA enrollment due to subsidy expiration, based on decline in first-month paid premiums from 2025-2026; 6. Assumes 4% of IP utilization across LOBs shifts to lower-acuity settings, with 2% shifting to OP and 2% to ambulatory, while the
health system retains the reduced revenue; 7. Assumes Medicaid and ACA enrollees losing coverage become uninsured, driver reflects both lost revenue and reduced care costs, due to reduced utilization, associated with these patients; 8. Impact from State-Directed
Payments being reduced to 100% of Medicare

Sources: NASHP Hospital Cost Tool, 2023; Clarivate DRG enrollment data; CMS; BLS; US Census; KFF; OW Analysis



THE “RAINY DAY” SCENARIO COULD BRING A 15 PT DROP AS DAMAGING POLICIES ARE
EXACERBATED BY AN ECONOMIC DOWNTURN

2030 Profit Margin Impact, “Rainy Day” Scenario?
Hospital only; cumulative compared to 2025 baseline, %

-1.6%
”””””” -0.4% _______ 1
7 oL
1-0.7%1 _
More conservative assumptions about | -1.6% |
ICHRA (6% of co.mmertfial .shifts to L— £-0.2%3
ACA) and negative policy impacts
have a large effect on margins -2.2%
As a result of H.R.1., by 2030, 12.9M €-0.2%3
Medicaid and 2.6M ACA enrollees will
lose eligibility and Medicaid rates will
be capped at 110% of Medicare. -4.7%
G H.R.1 impacts )
Total profit Aging Unemployment Cost growth ICHRA-caused ACA subsidy IP only list 4% OP shift to ASC® Select H.R.1 Medicaid H.R.1 ACA H.R.1 Medcaid
margin impact  population? increase3 outpacing ACA growth/ expiration® elimination’  sequestration hospitals lose reduced eligibility reimbursement
revenue commercial 340B status® eligibility'® changes?? reduction!
growth* reduction®

1. Each driver is estimated to include the aging-population adjustment and is otherwise calculated independently of other drivers; 2. Impact from the 65+ population increasing from 18.6% of US population in 2025 to 20.7% in 2030; 3. Unemployment increases from 4.4% to
9.3%; 4. Net impact of revenue and cost growth rates, revenue by line of business and individual costs have specific assumed growth rates detailed in the model methodology . Represents impact not explained by other variables in scenario; 5. Assumes 6% of Commercial
enrollees will switch to an ACA plan by 2030; 6. Reflects projected change in ACA enrollment due to subsidy expiration, based on decline in first-month paid premiums from 2025-2026; 7. Assumes 4% of IP utilization across LOBs shifts to lower-acuity settings, with 2%
shifting to OP and 2% to ambulatory, while the health system retains the reduced revenue; 8. Shift of appropriate procedures to Ambulatory Surgery Center rates due to Payor requirements; 9. Hospitals that were on the verge of losing their Disproportionate Share Status
(DSH) will lose it due to Medicaid changes in H.R.1, resulting in loss of 340B status; 10. Assumes Medicaid and ACA enrollees losing coverage become uninsured, driver reflects both lost revenue and reduced care costs, due to reduced utilization, associated with these
patients; 11. Impact from State-Directed Payments being reduced to 100% of Medicare

Sources: NASHP Hospital Cost Tool, 2023; Clarivate DRG enrollment data; CMS; BLS; US Census; KFF; OW Analysis



EVEN A MORE OPTIMISTIC “CRITICAL BUT STABLE"” SCENARIO COULD LEAVE HOSPITAL
SYSTEMS WORSE OFF UNLESS THEY STEM THE COST GROWTH

2030 Profit Margin Impact, “Critical But Stable” Scenario?
Hospital only; cumulative compared to 2025 baseline, %

7777777777777777 0.7%
7777777777777777 0.4% -0.3% -1.3%
\ Demographics shifts J -
A more positive economic outlook More favorable assumptions
and hospital cost transformation about ICHRA (only 1% of
efforts may allow commercial commercial shifts to ACA) and
rates to increase faster than costs. Medicare sequestration (0%) As a result of H.R.1., by 2030,
counteract negative financial 7.7M Medicaid and 1.6M ACA
impact in other scenarios. enrollees will lose eligibility 4.7%
and Medicaid rates will be

capped at 110% of Medicare.

~ 1

G H.R.1 impacts )
Total profit Aging Unemployment Revenue growth ICHRA-caused 0% sequestration H.R.1 Medicaid H.R.1 ACA H.R.1 Medcaid
margin impact population? decrease? outpacing cost ACA growth/ reduced eligibility® eligibility changes® reimbursement
growth* commercial reduction’

reduction®

1. Each driver is estimated to include the aging-population adjustment and is otherwise calculated independently of other drivers; 2. Impact from the 65+ population increasing from 18.6% of US population in 2025 to 20.7% in 2030; 3. Unemployment decreases from 4.4%
to 3.6%; 4. Net impact of revenue and cost growth rates, revenue by line of business and individual costs have specific assumed growth rates detailed in the model methodology. Represents impact not explained by other variables in scenario; 5. Assumes 1% of Commercial
enrollees will switch to an ACA plan by 2030; 6. Assumes Medicaid and ACA enrollees losing coverage become uninsured, driver reflects both lost revenue and reduced care costs, due to reduced utilization, associated with these patients; 7. Impact from State-Directed
Payments being reduced to 100% of Medicare

Sources: NASHP Hospital Cost Tool, 2023; Clarivate DRG enrollment data; CMS; BLS; US Census; KFF; OW Analysis



AUDIENCE POLL

Which Future Are You Planning For?

More severe than the "rainy day" scenario

9%
Similar to the "rainy day" scenario
— 0000000000 31%
Similar to the "baseline" scenario

41%
Similar to the "critical but stable" scenario
— 1] 13%
More optimistic than the "critical but stable" scenario
CE— &%

© Oliver Wyman



EXISTING MITIGATION EFFORTS WILL LIKELY BE INSUFFICIENT, REQUIRING DISRUPTIVE
CHANGES TO PORTFOLIOS, FOOTPRINTS AND BUSINESS MODELS

TRANSFORMATION3.0 | How do we build new
(Advanced — “Embracing the .
New”) growth engines?

TRANSFORMATION 2.0
ﬂ (Evolving — “Matching Supply HOW dO we Create Value?

and Demand”)

TRANSFORMATION 1.0
@ (Foundational - How do we serve?

“Persistence and Scaling”)



“TRANSFORMATION 1.0” EFFORTS ARE STILL VITAL: WE SEE HIGH, UNNECESSARY AND
COSTLY VARIATION IN UTILIZATION, QUALITY AND ACCESS

E7N _+ g 90
! N

3X

2X 15.5x

(17-135)
Variability in risk- Variability in risk- Variability in # of Variability in rates
standardized adjusted hospital days waiting for of low-risk C-
readmissions length of stay cardiology sections (4% to
Ec)c;PpS’e:alolma, heart failure, Lci)rr)/pkr;zt;rj'\'z:/:laz, heart failure, appointment in 62%)

Boston (avg. is 72)

1. Hospital Readmission Reduction Program 2. Dartmouth Atlas, AHRQ/HCUP;.; 3.AMN Healthcare 2025 Survey; 4. Business Insider, Dec 2025
© Oliver Wyman 11



OTHER INDUSTRIES HAVE SHOWN THAT IT IS POSSIBLE TO PRODUCE CONSISTENTLY
HIGH-QUALITY, HIGH-VALUE OUTPUTS DESPITE HIGHLY-VARIABLE, COMPLEX INPUTS

aN A S &

1.03x 1.002x @ 1.0005x

Variability in on- Variability in Variability paid in Variability in
time delivery completed full loans system uptime
across leading global parcel domestic ﬂ|ght5 across leading financial for leading cloud service
carriers across leading airlines institutions providers

* USPS: ~94% « American: ~96.0% * JPMorgan Chase: ~99.3% * Azure: ~99.95 - 99.99%
* Fedex: ~95% . Delta: ~97.6% * Bank of America: ~99.4% * Google: ~99.95 -99.99%
* UPS:~97% « United: ~97.6% * Wells Fargo: ~99.5% * AWS: ~99.99 - 99.999%

Sources: AWS, DOT, Federal Reserve, Google, Microsoft, ShipMatrix
© Oliver Wyman 12



TRANSFORMATION 2.0 ENTAILS ADJUSTING TO CHANGES IN THE MARKET DEMAND AND
SUPPLY, OFTEN REQUIRING A DISRUPTION OF THE STATUS QU0

We need to cut | Yes, we must | Absolutely, || No more
our money-losing || rationalize it's time to wasting
divisions ! our operations! /| make cuts/ J\ resources!

But my area

ut not in W But my division |
is essential

my department! B is off limits! J

© Oliver Wyman



IF HEALTH ORGANIZATIONS ARE WILLING TO EVOLVE, THEY CAN ENGAGE MULTIPLE LEVERS
TO SHIFT DEMAND, REDEPLOY SUPPLY AND MEET THE NEEDS EFFICIENTLY

INFLUENCE DEMAND

Greater keepage Market
Pag &9  expansion /
& loyalty .
contraction

More compelling
(>,  &complete
offerings

% Better access and
affordability

—

BETTER
MATCHING

e

Better forecasting

More flexible capacity

-

© Oliver Wyman

Better incentives

S~

OPTIMIZE SUPPLY
Who: How:
fﬁﬁ Optimized care @ Transformed
team processes
49 \C/)ch?r:\ei:ze d © Better access
foF:)tprint ~ and affordability

14




HEALTH ORGANIZATIONS ARE OPENING UP ACCESS WHILE MAKING THEIR CAPACITY MORE
SCALABLE, FLEXIBLE AND EFFECTIVE

INFLUENCE DEMAND OPTIMIZE SUPPLY
= JL
I} Mass General Brigham I';!eg[ﬁ};r‘é
Multi-specialty access at major retail and Standard national L&D service line, delivers
sporting locations; food as medicine BETTER 1in 10 babies in the US
MATCHING
K Cityof #%= ADVOCATE
Hope. HEALTH
Can run a clinical trial at 40 locations Reinventing the rural healthcare model
simultaneously (physical and digital)
. MERCY
W HEALTH

Flexible demand-based
staffing for nurses with
“surge pricing” while

reducing travelers
© Oliver Wyman



TRANSFORMATION 3.0 - “EMBRACE THE NEW™:
IN OTHER INDUSTRIES, SOURCES OF VALUE HAVE EVOLVED FROM CORE OFFERINGS

Company Core Offerings Sources of Value Impact

Generated ~S8B in revenue in

A: DELTA Air travel Co-Brand Credit Cards / > 2025, accounting for more

rewards program . : .
Prog than entirety of its profit

~ 0,
amazon Online retail AWS > AWS makes u.p 57A.of total
operating profit
'\ $30B+ revenue annually,
@ TV / Movies Theme parks & products > making up 57% of operating
delsNEP'F income in 2025
- Drives recurring high-margin
G”kh Razor Blade refills > revenue over customer
lifetime
. . ~60% of revenue, driving
, , Engine maintenance / : . :
Engine manufacturing Jftermarket ~23% increase in operating
I margin from 2024-25

© Oliver Wyman 16



LARGE FOR-PROFIT NETWORKS HAVE BEEN PURSUING DIVERSIFICATION FOR OVER A

DECADE

UNITEDHEALTH
GROUP

Optum Launched

2011

Becomes platform for care
delivery & PBM businesses

Impact: By 2025, Optum made
up 52% of total EBITDA

2015

Tenet
Health

USPI JV Launched

Tenet executes on path to full
ownership over next 7 years

Impact: In 2025, ambulatory

® care was 44% of total EBITDA

© Oliver Wyman

(with up to 40% margin)

‘.'
«\Ygo
> 0o

cigna

healthcares

Express Scripts Acquisition

Becomes Evernorth — a
“health services” division

Impact: Evernorth now
comprises ~83% of total
revenue

2018 2021

Humana

CenterWell Launched
PE investment supports

development of primary care,
pharmacy, and post-acute platform

Impact: 22% cumulative growth,
with $22.5B of revenue in 2025

HCA-=-

Healthcare

®
Ambulatory Thesis Crystallizes

Target established to have 20 OP
locations for each IP hospital

Impact: Sustained OP growth
outpacing IP, driving revenue growth

2023 2026

TS

Talkspace Acquisition

Deepens long-standing focus
in BH while expanding OP,
telehealth and DTC offerings

Impact: Supports growth
while diversifying payer mix
and delivery channels

17



COMMUNITY HEALTH SYSTEMS CAN USE THE PORTFOLIO MINDSET TO CREATE LOCAL SCALE

ADVANTAGES

From

Acute care delivery focus with a “destination”
facility

Everything to everyone, everywhere

Fiercely self-reliant

90% of technology spend on maintenance

Several opportunistic diversified
investments/ventures — “everything is possible”

‘Poly-Pilot’ syndrome

© Oliver Wyman

Transformation
3.0

To

Distributed physical and digital footprint including
ambulatory and pharmacy, with high local density

Targeted, intentional suite of services by location and
geography balancing mission and margin

Network of partnerships to access capital, markets,
capabilities

Al investments that help control the “front door”,
harness data, optimize costs, and create customers
and clinicians for life

Tightly-managed, mission-aligned diversified portfolio
with disciplined exits

Everything has an expiration date built into it

18



A WORD ON PARTNERSHIPS

TRANSFORMATION 3.0

(Advanced — “Embracing the Ben Eflt frOm partn ers

New”)

TRANSFORMATION 2.0 ;
ﬂ (Evolving — “Matching Supply Use pal’tners tO dO It

and Demand”)

TRANSFORMATION 1.0 _
@ (Foundational - DO It yourse/f

“Persistence and Scaling”)

© Oliver Wyman 19



NEXT STEPS: THE EXECUTIVE'S TRANSFORMATION AGENDA

— — 1
I Nz Conduct scenario planning tailored to your organization’s context

Reengage stakeholders—including employees, policymakers, patients, communities, and
donors—to communicate challenges and foster collaboration

{:] Develop and implement the 1.0-2.0-3.0 transformation plan with specific targets, timelines, and
contingency strategies for different scenarios

Re-examine capital availability and expected returns with a portfolio lens to it

Establish early warning systems and guideposts to monitor scenario developments and trigger
appropriate actions

gr & NN

6 0,0 Consider your board membership composition and engagement model given pace and breadth of
o) topics to cover

© Oliver Wyman 20






QUALIFICATIONS, ASSUMPTIONS, AND LIMITING CONDITIONS

This report is for the exclusive use of the Oliver Wyman client named herein. This report is not intended for general circulation or publication, nor is it
to be reproduced, quoted, or distributed for any purpose without the prior written permission of Oliver Wyman. There are no third-party beneficiaries
with respect to this report, and Oliver Wyman does not accept any liability to any third party.

Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been independently verified,
unless otherwise expressly indicated. Public information and industry and statistical data are from sources we deem to be reliable; however, we make
no representation as to the accuracy or completeness of such information. The findings contained in this report may contain predictions based on
current data and historical trends. Any such predictions are subject to inherent risks and uncertainties. Oliver Wyman accepts no responsibility for
actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report. No obligation is assumed to revise
this report to reflect changes, events, or conditions, which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole responsibility of the
client. This report does not represent investment advice nor does it provide an opinion regarding the fairness of any transaction to any and all parties.
In addition, this report does not represent legal, medical, accounting, safety, or other specialized advice. For any such advice, Oliver Wyman
recommends seeking and obtaining advice from a qualified professional.



	Slide Number 1
	A plan is worthless. Planning is everything�
	Pressure and uncertainty are reshaping hospital economics
	We used a range of high probability scenarios
	Even in the “baseline” scenario, margins could drop by 10.5 points, driven primarily by hr1 cuts and costs growing faster than revenue
	The “rainy day” scenario could bring a 15 pt drop as damaging policies are exacerbated by an economic downturn
	Even a more optimistic “critical but stable” scenario could leave hospital systems worse off unless they stem the cost growth
	Audience poll
	Existing mitigation efforts will likely be insufficient, requiring disruptive changes to portfolios, footprints and business models
	“Transformation 1.0” efforts are still vital: we see high, unnecessary and costly variation in utilization, quality and access
	Other industries have shown that it is possible to produce consistently high‑quality, high-value outputs despite highly-variable, complex inputs
	Transformation 2.0 entails adjusting to changes in the market demand and supply, often requiring a disruption of the status quo
	If health organizations are willing to evolve, they can engage multiple levers to shift demand, redeploy supply and meet the needs efficiently
	Health organizations are opening up access while making their capacity more scalable, flexible and effective
	Transformation 3.0 – “Embrace the new”: �In other industries, sources of value have evolved from core offerings 
	Large for-profit networks have been pursuing diversification for over a decade
	community health systems can use the portfolio mindset to create local scale advantages
	A word on partnerships
	Next steps: The executive’s transformation agenda�
	Q&A
	Slide Number 22

