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The state of the healthcare industry in 2024

1 2 7?7 |3

Industry snapshot Purchaser disruption , Strategic paradigms

A moment of instability Government-led scrutiny QTL?E%AI'\I(C?N The future of longstanding shifts

» Poor outlook for patient » Overall public coverage growth _ A. Delivery infrastructure will
health and industry despite Medicaid whiplash How will evolve into ecosystems focus
performance « Tightening MA business model the industry B. Care team roles will shift
operating environment act harder with fiduciary rules C. Treatment economics will

- Sweeping policy changes to VEersus adapt to high-cost drugs
pharmaceutical business react?
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The patients are not alright

Characteristics of the patient emerging from the pandemic era

| . l : :

Behavioral health needs Undetected cancer Missed prevention Cost avoidance Aggression

2019 2020 2021 2022 2019 2020 2021 2022 2021 2022 2021 2022 2023
— -9% 20 21 22 -23 _ . :
Adults_reportlng symp_toms 2018 2019 2020 2021 School years Americans _reportlng Nurses repor_tlng more
of anxiety or depression they or family workplace violence
) . :
N=54.926 adults in 2022 YOY chgnge in colorectal Kmdergartener_s covered  postponed care n=1.000 nurses in 2023
cancer diagnoses by MMR? vaccines due to costs

n=1,020 adults in 2022

1. Values pulled from June of each year,

except 2019 is January to June. Source: “Coverage with Selected Vaccines and Exemption from School Vaccine Requirements Among Children in Kindergarten — United States, 2022—23 School Year,“ CDC, November 2023; "Record

2. Year-over-year. High in U.S. Put Off Medical Care Due to Cost in 2022 “ Gallup, January 2023; "Adults Reporting Symptoms of Anxiety or Depressive Disorder During COVID-19 Pandemic.“ KFF, 2024; “NNU report shows
3. Measles, mumps, and rubella. increased rates of workplace violence experienced by nurses,” National Nurses United, February 2024; "Declining Cancer Screenings Suggest Increased Burden of Disease," Trilliant Health, April 2022.
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https://www.cdc.gov/mmwr/volumes/72/wr/mm7245a2.htm
https://news.gallup.com/poll/468053/record-high-put-off-medical-care-due-cost-2022.aspx
https://news.gallup.com/poll/468053/record-high-put-off-medical-care-due-cost-2022.aspx
https://www.kff.org/other/state-indicator/adults-reporting-symptoms-of-anxiety-or-depressive-disorder-during-covid-19-pandemic
https://www.nationalnursesunited.org/press/nnu-report-shows-increased-rates-of-workplace-violence-experienced-by-nurses
https://www.nationalnursesunited.org/press/nnu-report-shows-increased-rates-of-workplace-violence-experienced-by-nurses
https://www.trillianthealth.com/insights/the-compass/declining-cancer-screenings-suggest-increased-burden-of-disease

A poor report card for our overall performance

Tough quality outlook Looming spending pressures
57% Increase in adverse events Annual growth in health expenditures per capita
20200 2028 Slight decline from 2022 to 2023 9.9%

Includes federal

National debate over COVID-19 funding

“Medicare for All” —l

3.7% 360 +0% 3.8%

38% Increase in maternal mortality
2020 to 2021 deaths per 100,000 live births

Adults believe the healthcare
3%

system is not meeting their needs
n=2,519 adults in March 2023

2016 2017 2018 2019 2020 2021 2022 2023 2024t

Source: "The Pandemic's Consequences: Survey of Registered Nurses.” AMN, January 2023; "National Health Expenditure
1. Projected. Projections.” Health Affairs, June 2024; “Sentinel Event Data 2023 Annual Review,” The Joint Commission, 2024.
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https://www.amnhealthcare.com/siteassets/amn-insights/surveys/amn-healthcare-rnsurvey-2023.pdf
https://www.healthaffairs.org/doi/10.1377/hlthaff.2024.00469
https://www.healthaffairs.org/doi/10.1377/hlthaff.2024.00469
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2023.00403?utm_medium=email&utm_medium=email&utm_source=hat&utm_source=ActiveCampaign&utm_campaign=journal&utm_campaign=HAT+6-14-2023&utm_content=JUST+PUBLISHED%3A+National+Health+Expenditure+Projections%2C+2022-31&vgo_ee=ykzp3x%2FynPQb4IV2J5B1YTY%2B9HJp0Eb7YauHxotOBdgpltTR%3A2XXd30jyvFthpWSqw9xfsuv8rjhEykFo
https://www.jointcommission.org/-/media/tjc/documents/resources/patient-safety-topics/sentinel-event/2024/2024_sentinel-event-_annual-review_published-2024.pdf

Purchaser and payment policy dynamics at a glance

% «J ®\

Medicaid coverage Medicare Advantage Pharmaceutical business Employer benefits
whiplash business model squeeze regulatory overhaul fiduciary pressure
20.1M  0.16% $98.5B  8.5%
Medicaid terminations Decrease in benchmark Expected Medicare Projected increases
completed as of rates for Medicare savings from drug in health insurance
April 11, 2024 Advantage in 2025 price negotiation, over costs for employers
the next ten years for 2024 benefits

Source: “Around the nation: CMS finalizes benchmark rate cut for MA plans”, Advisory Board, April 2024; “Medicaid Enrollment and Unwinding Tracker,” KFF, March 2024; Isaacson G et al, “The future of
Medicare Advantage,” McKinsey & Company, July 2023; Cubanski J et al “Explaining the Prescription Drug Provisions in the Inflation Reduction Act,” KFF, January 2023; Leo L and Mandowara K; “US
employers to see biggest healthcare cost jump in a decade in 2024,” Reuters, September 2023.

\ ACIViSOI’y AL AR NA A NELNRLNANEA L NALEAEANELEALEA R RRLEA TR AR NEEEA TR AN DRR LA NE LN EEANERNEL TR EEA R A NR LR BRAEEA N LR BRANEA NARR LR L NEANANRANRANR L NANRA NN NAANANN AN AN\ 6

oar © 2024 Advisory Board « All rights reserved « advisory.com Advisory Board interviews and analysis.



http://www.advisory.com/
https://www.advisory.com/daily-briefing/2024/04/09/around-the-nation
https://www.kff.org/report-section/medicaid-enrollment-and-unwinding-tracker-overview/
https://www.mckinsey.com/industries/healthcare/our-insights/sweeping-changes-to-medicare-advantage-how-payers-could-respond
https://www.mckinsey.com/industries/healthcare/our-insights/sweeping-changes-to-medicare-advantage-how-payers-could-respond
https://www.kff.org/medicare/issue-brief/explaining-the-prescription-drug-provisions-in-the-inflation-reduction-act/
https://www.reuters.com/world/us/us-employers-see-biggest-healthcare-cost-jump-decade-2024-2023-09-20/
https://www.reuters.com/world/us/us-employers-see-biggest-healthcare-cost-jump-decade-2024-2023-09-20/

Coverage whiplash won’t return to pre-Covid mix

Medicare Advantage : Marketplace enroliment on the rise as Medicaid fluctuates and employer plateaus
crosses the 50% threshold  : Total employer-based, monthly Medicaid/CHIP, and Marketplace insurance enroliment (in millions)
Percent of Medicare beneficiaries  : 183.0M 179.8M

enrolled in traditional Medicare and Employment- 178.7M 178.3M ' -2%

i : — o
Medicare Advantage, 2019-2023 : based enrollment o— —0

%
/ : PHE? begins and PHE ends and _
39% / freezes Medicaid/CHIP redeterminations begin

disenrollment ‘

‘ 93.3M

: 87.2M
5 . 80.7M M 118%
:  Medicaid/CHIP  72.0M 71.4M
61% enrollment
49% :
21.4M
019 2093 Marketplace  11.4M 11.4M  120M  145M E:“V'/. +88%
enrollment ® @ — —0—
Traditional Medicare
= Medicare Advantage 2019 2020 2021 2022 2023 2024
Source: “Marketplace Enrollment, 2014-2024", KFF, 2024; “Total Monthly Medicaid & CHIP Enrollment and Pre-ACA Enrollment”, KFF, 2024; “Medicare
1. Public health emergency. Advantage in 2023: Enrollment Update and Key Trends”, KFF, Aug 2023; “Health Insurance in the United States” Tables for 2021, 2022, and 2023, Census.gov.
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https://www.kff.org/affordable-care-act/state-indicator/marketplace-enrollment/?currentTimeframe=5&selectedRows=%7B%22wrapups%22:%7B%22united-states%22:%7B%7D%7D%7D&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/affordable-care-act/state-indicator/total-monthly-medicaid-and-chip-enrollment/?currentTimeframe=1&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2023-enrollment-update-and-key-trends/
https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2023-enrollment-update-and-key-trends/
https://www.census.gov/topics/health/health-insurance.html

The future of...

DELIVERY INFRASTRUCTURE

LEGACY MODEL CURREI\IAT STATE FUTURE OUTLOOK
Hospital-centric ACCELERANTS Ecosystem-directed
service delivery Dire hospital finances care management

Care delivery M&A

CARE TEAM ROLES

Overextended generalists with ACCELERANTS Tech-dependent
automation at the margins Workforce crisis care teams
Generative Al

TREATMENT ECONOMICS

I

Procedure-centric delivery ACCELERANTS Healthcare business
and cost control standards Breakthrough drugs defined by bespoke care
Finance experiments
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The future of...

DELIVERY INFRASTRUCTURE

LEGACY MODEL CURRENAT STATE FUTURE OUTLOOK
Hospital-centric ACCELERANTS Ecosystem-directed
service delivery Dire hospital finances care management

Care delivery M&A
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Ecosystem players build cross-continuum reach

Corporations pursue selective consolidation across care delivery and financing (as of April 2024)

All compete for Most opt for selective

Some own
saturated assets community assets partnerships
N N N
4 Y4 Y4 N
INSURANCE PBM PHARMACY CON(\:/ES:EENCE MGEF\?(I)(EJAI\DL 'éi'l\?/lg A'vé%URLGAETISYRY HOSPITAL
Covered lives Patients Locations Clinics Clinics Patients Facilities Facilities

Amazon Digital Digital

Small M Digital None or partnership Recently closed or sold

Relative scale of asset Il Large Il Medium

1. Convenience care includes retail care and urgent care centers.
2. Includes primary and specialty care practices. Walgreens’ medical group total excludes the 140 clinics they've closed as of 3/28/24. Sources: See additional sources slide.
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Players draw from mix of assets to serve unique goals

Top inferred strategic goals of ecosystem players

Ambition

Hurdles to
overcome

i

Cross-sell services
Walgreens, Amazon, CVS

Cross-sell across a diverse

healthcare portfolio to capture low-
acuity care and pharmacy spend

................................................................................

Patient conversion,
reimbursement economics,
partner coordination

Capture senior care value
Humana, CVS, UHG

Coordinate risk-based care across
settings in a market to manage
longitudinal senior health

.....................................................................................

Patient attribution, clinician enablement,
scaling, government scrutiny, quality

= Oversee network operations
UHG, KP (Kaiser Permanente)

Equip value-based physician groups
and select hospital operators to steer
patients to preferred cost-effective sites

......................................................................................

Patient engagement, multi-payer
partnerships, referral discipline, cost
management, antitrust

N\ Advisory
Board
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As MA beats 50%, local power will affect partnerships

Medicare market share composition! within most concentrated states? (as of January 2023)

States depicted have over 50%
Medicare Advantage penetration

National Medicare
market share composition

Kaiser (2.8%)

Elevance (3.1%) § CMS

cvs (5.3%) = (19 5%
Humana
(8.7%) ° .
‘-

UHC has greatest
MA market power

Humana has greatest
MA market power

UHC and Humana

UHC are similar in MA
(13.3%) ’ market power
PP PPPPORO RTINS ® Three payers

have at least
80% of the
Medicare market
share combined

1. Pie charts show states where the top three payers (including CMS) have at least 80% of the Medicare market share combined and
depict payers with at least 5% of the market share. Black indicates an MA plan other than UHC, Humana, CVS, Elevance, or Kaiser.

2. Map shows states where CMS has less than 50% of the Medicare market share. Source: Advisory Board analysis of CMS MA enrollment by SCC-October 2017- 2022 and Medicare Monthly Enrollment data sets.
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Systems face unrelenting financial struggle

Core challenges to hospital-based care finances

WORKFORCE & SUPPLY CHAIN VOLATILITY SHIFTING REIMBURSEMENT MIX Joint replacement encounters by site of care
200K Estimated loss of experienced 20M Medicaid terminations é(l)i%n?(;rzrgiﬁé;'@r;eD(;gul\;Inaﬂe[—;:;rgglseed
RNs from 2020 to 2022 as of April 2024
170/ Increase in health systems 7M Enrollment loss in ez Hospital
0 medical supply expenses employer coverage, Inpatient outpatient
from Jan 2022 to 2023 2019—2023 103,637

CAPACITY & QUALITY CHALLENGES ERODING SITE OF CARE REVENUES
30% Increase in ED visits per day from 16,374
January 2021 to January 2024 SCRUTINY OVER LEGACY SUBSIDIES

18,138

« Site-neutral payments

11% Increa}se in adverse events + 3408 drug discounts program 2017 2018 2019 2020 2021 2022
resulting in permanent/severe harm _
or death from 2022 to H1 2023 * Not-for-profit status

Source: AlS Directory of Health Plans, 2019 Q4 & 2023 Q1; “National hospital flash report,” Kaufman Hall, Dec. 2022; “National hospital flash report,” Kaufman Hall, February 2024; “Issue Brief: Patients and Providers Faced with Increasing Delays in Timely Discharges,” AHA,
2022; “Hospital Vitals: Financial and Operational Trends,” Syntellis and the AHA, 2023; “Sentinel Event Data 2022 Annual Review,” ; “Sentinel Event Data 2022 Annual Review,” The Joint Commission, 2023; “New sentinel event data available for first 6 months of 2023,” The Joint
Commission, 2024; “Medicaid Enrollment and Unwinding Tracker,” KFF, April 2024; The Optum de-identified Clinformatics® Data Mart Database (2007-2022).
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https://www.syntellis.com/sites/default/files/2023-11/aha_q2_2023_v2.pdf
https://www.jointcommission.org/-/media/tjc/documents/resources/patient-safety-topics/sentinel-event/03162023_sentinel-event-_annual-review_final-(002).pdf
https://www.jointcommission.org/-/media/tjc/documents/resources/patient-safety-topics/sentinel-event/03162023_sentinel-event-_annual-review_final-(002).pdf
https://www.jointcommission.org/resources/news-and-multimedia/newsletters/newsletters/joint-commission-online/oct-18-2023/se-data/

Strategic lifelines emerge for system partners

Ambulatory connectivity

PARTNER

To expand patient entry points

establish multichannel connections

from convenient care options

* RUSH, a Chicago-area AMC,
participates in CVS ACO's first
ACO REACH?Z program

* Walmart partners with
Orlando Health on patient
care coordination

EXAMPLES

=

. Integrated delivery network.
. ACO Realizing Equity, Access, and Community Health Model.
3. Health Assurance Transformation Corporation.

N

Synthetic scale

To redistribute costs
align with an operator for
resources and expertise

Via Optum Market
Performance Partnership
(MPP) 9 systems transfer select
enterprise services to Optum

Atrium partners with Best Buy
Health to improve care at home

* General Catalyst’'s HATCo? signs intention to acquire Summa Health

IDN! model alignment

To access premium dollar

replicate provider-sponsored,
plan-aligned model across markets

Risant Health created via $5B
acquisition of Geisinger
expanding KP care model
Intermountain acquires SCL

and enables Select Health
expansion

Non-contiguous merger
CONSOLIDATE

&

To increase market power
merge across geographies for
scale amid FTC scrutiny

X UnityPoint and Presbyterian
attempted to form $11B system
to expand health plan reach
and improve cost challenges

v Advocate Aurora and Atrium
merge to form Advocate Health

Source: “CVS Health and RUSH collaborate to increase health care access for Chicago-area Medicare patients,” CVS, January 2023; “Walmart Health inks partnerships with Orlando Health, Florida

insurer to streamline care coordination,” Fierce Healthcare, November 2023; "The Hospital Strikes Back: Why Kaiser Permanente Formed Risant Health,” Work Week, May 2023; “Healthcare

Dealmakers—UnityPoint, Presbyterian's $11B merger called off,” Fierce Healthcare, November 2023; Pifer R, “General Catalyst to acquire Ohio nonprofit Summa Health,” Healthcare Dive, January 2024..
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https://www.cvshealth.com/news/medicare/cvs-health-and-rush-collaborate-to-increase-health.html
https://www.fiercehealthcare.com/providers/walmart-health-inks-partnerships-orlando-health-streamline-care-coordination
https://www.fiercehealthcare.com/providers/walmart-health-inks-partnerships-orlando-health-streamline-care-coordination
https://workweek.com/2023/05/24/kaiser-geisinger-risant-hospital-strikes-back/
https://www.fiercehealthcare.com/finance/healthcare-dealmakers-unitypoint-presbyterians-11b-merger-called-olive-ais-selloff-and-more#:~:text=UnityPoint%20Health%20and%20Presbyterian%20Healthcare,didn%27t%20play%20a%20role.
https://www.fiercehealthcare.com/finance/healthcare-dealmakers-unitypoint-presbyterians-11b-merger-called-olive-ais-selloff-and-more#:~:text=UnityPoint%20Health%20and%20Presbyterian%20Healthcare,didn%27t%20play%20a%20role.
https://www.healthcaredive.com/news/general-catalyst-summa-health-nonprofit-hospital-acquisition-hatco/704752/

Systems’ survival strategies leaves access gaps

Health systems make tough choices...

&

Rationalized
services

Service line
closures

Nl
Hospital
closures

1. Compared to $306M in 2017.

v
165M

217
M

150
80%

Decreases in the number
of psychiatric beds

Americans live in mental healthcare
health professional shortage areas,
September 2023

Hospitals closed their labor and
delivery departments, 2011-2022

Women of childbearing age
live in maternity care deserts, 2022

Rural hospital closures,
2016-2021

Rural U.S. areas designated as
medically underserved, 2019

2. From 7 acquisitions in 2010-2017 to 17 in 2017-2019.

N\ Advisory
Board

..other sectors step in with patchwork solutions

@ Behavioral health solutions focused on low-acuity patients
Venture funding in

$12B digital behavioral health,

2018-2022

Behavioral health startup
lk companies created,
2018-July 2023

i
%Eblj Women'’s health startups aimed at employers
Venture funding of

$854 M fertility technology

start-ups, 20221

Increase in PE acquisitions
143% of OB/GYN practices and

fertility services companies?

@ Rural care limited and often focuses on preventative care

2024 announced
closure of 160
VillageMD clinics

Dollar General mobile 2023 200+ co-
3 health clinics to improve located VillageMD »
rural care, January 2023 clinics opened

See additional sources slide for sources.
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The future of...

DELIVERY INFRASTRUCTURE

LEGACY MODEL

Hospital-centric
service delivery
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ACCELERANTS

[

Dire hospital finances
Care delivery M&A

]

FUTURE OUTLOOK

Ecosystem-directed
care management
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The future paradigm of delivery infrastructure

While large conglomerates make a final push for remaining
assets across the care continuum, health systems seek
financial survival pathways through partnerships. These
moves will cement a shift away from hospital-centric
service delivery toward ongoing care management directed
by the ecosystem level—upending performance standards
and creating distinct challenges for patient access.
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The future of...

CARE TEAM ROLES

Overextended generalists with
automation at the margins
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ACCELERANTS

[

Workforce crisis
Generative Al

1

Tech-dependent
care teams
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Labor challenges persist as Al increases In popularity

Turnover, vacancy rates, and time to fill remain elevated
n=164 hospitals (2020), n=226 (2021), n=272 (2022), n=273 (2023)

=8| Al IN THE NEWS

95
89 87
RN time to 86 “Microsoft Invests $10 Billion in
fill (days) 81 ChatGPT Maker OpenAl”
BLOOMBERG, JAN ‘23

27.1% “ChatGPT reaches 100 million users
22.5% two months after launch”
Hospital RN

THE GUARDIAN, FEB 23
turnover rate

17.0% 15' - “Big majority of doctors see upsides
: . 0 : 29
RN average o— —0 to using health care Al

vacancy rate  8.0% 9.0% 9.0% AMA, JAN ‘24

—

18.7%

2019 2020 2021 2022 2023

Source: “National Health Care Retention Report,” NSI, 2020, 2021, 2022, 2023; "ChatGPT reaches 100 million users two months after launch,* The Guardian, February 2023;
"Microsoft to Invest $10 Billion in ChatGPT Maker OpenAl (MSFT).” Bloomberg, January 2023; “Big majority of doctors see upsides to using health care Al,” AMA, January 2024.
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https://www.nsinursingsolutions.com/Documents/Library/NSI_National_Health_Care_Retention_Report.pdf
https://www.theguardian.com/technology/2023/feb/02/chatgpt-100-million-users-open-ai-fastest-growing-app
https://www.bloomberg.com/news/articles/2023-01-23/microsoft-makes-multibillion-dollar-investment-in-openai
https://www.ama-assn.org/practice-management/digital/big-majority-doctors-see-upsides-using-health-care-ai

Tech increasingly capable of more tasks, often with Al

Adoption of select clinical workforce technologies across the patient care journey

WIDESPREAD EMERGING EXPLORATORY

Patient triage and intake » Asynchronous chatbots Study found that GPT-3 accurately
Detection and screening — Imaging interpretation — Speech and text analytics detected Alzheimer’s 80% of the
. : . . . time from spontaneous speech
> Diagnosis » Diagnostic decision support systems
% Quality and risk gap detection —> Predictive analytics alerts
% Treatment planning ——— Condition-specific order sets —— Treatment recommendation systems Nrtl‘ar_‘c? DAX sa\;esg TinUt?St_per
o _ ) _ _ o physician encounter by translating
9, Visit documentation — Ambient listening and transcription conversations into clinical notes
'5.':J Prior auth processing » Automated drafting
6 Direct treatment —— Robotic surgery » Digital therapeutics EndeavorRx first FDA-approved
— . . . . . . video game digital therapeutic for
= Medication management —> Mobile app reminders Smart pill ingestible sensors children with ADHD
l'i_J Supplies distribution » Robotic assistants
E Patient management » Smart beds — Robotic assistants In 2019, 10% of Japanese elder-
: - : care institutions had introduced
Care management planning » Automated drafting care robots
Patient education —— Educational videos Shared-decision making platforms
\/ Follow-up care ——————> RPM? — Asynchronous chatbots
1. Dragon Ambient eXperience. Source: "Ambient Clinical Intelligence,” Nuance, 2023; "Inside Japan’s long experiment in automating eldercare," MIT, January 2023; "FDA Permits Marketing of First Game-Based Digital Therapeutic to Improve Attention Function in
2. Remote patient monitoring. Children with ADHD."“ FDA, June 2020; "Predicting dementia from spontaneous speech using large language models.” PLOS Digital Health, December 2022; "ChatGPT's Al Could Help Catch Alzheimer's Early,” WebMD, February 2023.
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https://www.nuance.com/healthcare/ambient-clinical-intelligence.html
https://www.technologyreview.com/2023/01/09/1065135/japan-automating-eldercare-robots/
https://www.fda.gov/news-events/press-announcements/fda-permits-marketing-first-game-based-digital-therapeutic-improve-attention-function-children-adhd
https://www.fda.gov/news-events/press-announcements/fda-permits-marketing-first-game-based-digital-therapeutic-improve-attention-function-children-adhd
https://journals.plos.org/digitalhealth/article?id=10.1371/journal.pdig.0000168
https://www.webmd.com/alzheimers/news/20230203/chatgpt-ai-help-catch-alzheimers-early

What i1s Al, really?

Advances in technology pushing the limits of Al

Advanced statistics Predictive Al Generative Al Art_|f|c:|q|
and RPA? general intelligence
) 11001 0 =
° 1010 d
. 01

Al is not magic, but rather is a range of specialized tools
6% » Performs specific tasks that normally require human intelligence by using algorithms, pattern matching, etc.
Al today » Must be trained, and can only learn from data it has access to
« Continuously improves accuracy of predictions and pattern matching with more interactions

« Each Al model has limited utility outside of the task for which it was designed

1. Robotic process automation. Source: “Al in health care,” Advisory Board, March 2022; “Generative artificial intelligence,” Advisory Board, March 2023.
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https://www.advisory.com/sponsored/ai-in-health-care
https://www.advisory.com/topics/artificial-intelligence/2023/03/generative-ai

Can’t leap forward with tech until we nail the essentials

“A lot of organizations are susceptible to ‘magical thinking’ Goal and related problems should
where they gravitate towards new technology. This results in inform tech investment decisions
them looking past a lot of the basic foundational technology.”
Sample Goal Retain nursing staff
CIO, large health system in Midwest
o o v - Lack of schedule flexibility
Prioritize building blocks Potential - Feeling unsafe at work

Root Causes

Top 3 “back to basics” seen in 2023  Undesirable task mix

01 Maximize value of existing systems (i.e., are you v L everane et fe g
: : ) 2 N
using all the functionality built into the EHR'?) Targeted and automated note
02 Make basic functions like order sets as accurate, Tech Solution summaries, reducing time
effective, and easy to execute as possible spent on administrative tasks
Prioritize clinical staff needs—not “shiny things”—for .
03 ything } v Temptation to add other

hnol investmen , )
technology investment Caution undesirable tasks to reallocate

newly available nurse time
1. Electronic health record.
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Tech can’t replace humans, but 1t will change their roles

As technology becomes a member of the care team, the rest of the care team must evolve

TRAINING
}{ Where does learning happen?

. * How will clinicians gain experience and expertise
ROLE as technology takes on simple tasks?
Who does what tasks? * When will schools, employers, and accreditors
standardize training on working with technology?
* As technology makes some tasks O ) o
faster, what will clinicians spend O O * Will technology enable clinicians to take on some
more time on? I’—r?\l—q responsibilities with less training?
« Will we need to add new roles
or repurpose existing ones?
« How will clinicians engage with COMPENSATION
patients as consumer access to How do we value work?
Al-powered diagnostic tools grows?
\_:/--/ + How will compensation models shift to incentivize
é performance that is blended with technology?

* Will compensation levels vary to reflect shifting
training requirements?

) 4

Who will make decisions proactively —and who will be forced to respond?

\ ACIViSOI’y AL AR NA A NELNRLNANEA L NALEAEANELEALEA R RRLEA TR AR NEEEA TR AN DRR LA NE LN EEANERNEL TR EEA R A NR LR BRAEEA N LR BRANEA NARR LR L NEANANRANRANR L NANRA NN NAANANN AN AN\ 24

oar © 2024 Advisory Board « All rights reserved « advisory.com Advisory Board interviews and analysis.


http://www.advisory.com/

ATI’s business impact will go beyond workforce

As Al becomes more prevalent and less expensive in healthcare, watch for possible consequences

R

=

Uneven progress across
individuals and organizations

“The rich get richer”

» Early adopters skew representative training
datasets and outpace peers in efficiency gains

 Varying clinician adoption alters outcomes,
compensation, and patient experience

A N Aéjvisory
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Replicating existing
challenges and inequities

‘Doomed to repeat the past”

« Automating single tasks entrenches ineffective
workflows and prevents structural redesign

* Models inadvertently reinforce health inequities
found in data, complicating quality efforts

—

New power levers for the
owners of data and algorithms

“More cooks in the kitchen”

Reliance on vendors changes supply contract
structures and competitive data ownership

Owners of Al solutions have new entry points
to control patient pathways

Source: "Leveraging Al/ML to identify more at-risk." IQVIA, 2023; "Doctors Are Using ChatGPT to Improve How They Talk

to Patients,” NY Times, June 2023; "Algorithmic Bias In Health Care: A Path Forward.” Health Affairs, November 2019.
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https://www.iqvia.com/-/media/iqvia/pdfs/library/case-studies/increasing-therapy-starts-though-ai-powered-precise-patient-identification.pdf
https://www.nytimes.com/2023/06/12/health/doctors-chatgpt-artificial-intelligence.html
https://www.nytimes.com/2023/06/12/health/doctors-chatgpt-artificial-intelligence.html
https://www.healthaffairs.org/content/forefront/algorithmic-bias-health-care-path-forward

The future of...

CARE TEAM ROLES

Overextended generalists with
automation at the margins
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ACCELERANTS

[

Workforce crisis
Generative Al

1

Tech-dependent
care teams
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The future paradigm of care team roles

Rapid, chaotic advances in technology (especially Al)
create new opportunities to address persistent workforce
challenges. In the quest for top-of-license care, clinician
roles must evolve—possibly to the point where clinicians
will complement technology. The new era of tech
enablement will open the door to greater efficiency,
entrench inequities, and shift control over care decisions.
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The future of...

% TREATMENT ECONOMICS

Procedure-centric delivery ACCELERANTS Healthcare business
and cost control standards Breakthrough drugs defined by bespoke care
Finance experiments
\ Advisory

# \ Board

YAS


http://www.advisory.com/

Drugs poised to eclipse the strategic focus on procedures

T
R THERAPUETIC DRUGS .0‘ %) EPISODIC PROCEDURES
XXX XX X S
1. Innovation activity targets rare, 1. Innovation activity enables
untreated conditions lower-acuity care
2. Drug spend catching up to 2. Transparency data and
hospital operating costs outpatient shift pressure rates
One provider-sponsored plan’s experience with drug costs in 2022: 69(y
0 0
: Provider- Hospital Average price for a procedure
Retail - —_——~ —_— :
prescriptions +  administered = = 20% — | operating . in an ASC relative to the
drugs OF PREMIUM costs same in a HOPD' 2019

Source: “Shifting Common Outpatient Procedures to ASCs "Can Save Consumers More than $680 per Procedure,” UHG, September 2021; "Impact
Report - Q1." Turquoise Health, March 2023; "Toolkit Overview: Pipeline.” Tufts, December 2020; Advisory Board Market Scenario Planner

1. Hospital outpatient department.
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https://www.unitedhealthgroup.com/content/dam/UHG/PDF/2021/Site-of-Service-Research-Brief.pdf#:~:text=The%20average%20price%20of%20common%20procedures%20performed%20in,averageprice%20of%20the%20same%20procedures%20performed%20in%20ASCs.3%2C4
https://s3.amazonaws.com/turquoise-app.user-uploads/impact_reports/Turquoise_Health_Impact_Report_Q1_2023.pdf?AWSAccessKeyId=AKIAQZAEKZBJGIFVBXVJ&Signature=X0FDB1uW5eRzvN0WCI3KOTqm8e8%3D&Expires=1687879835
https://s3.amazonaws.com/turquoise-app.user-uploads/impact_reports/Turquoise_Health_Impact_Report_Q1_2023.pdf?AWSAccessKeyId=AKIAQZAEKZBJGIFVBXVJ&Signature=X0FDB1uW5eRzvN0WCI3KOTqm8e8%3D&Expires=1687879835
https://newdigs.tuftsmedicalcenter.org/toolkit/toolkit-overview-pipeline/

Weight management drugs driving industry frenzy

%zb"q Promising clinical effects
_ 0 Average total body weight loss
15 20 /0 on semaglutide?!

h]ﬂﬂ Rising patient demand

4 40/ Of surveyed people with obesity
0 would change jobs to gain

coverage for obesity treatment

Financial implications

Eligible US patient population
142 M for semaglutide for weight loss
according to FDA criteria?

3. 31% are considering adding coverage in the next 1-2 years.
4. Through flexible benefits and formularies that meet CMS requirements.

1. Medication indicated for treatment of type 2 diabetes and obesity.
2. BMI >30 or BMI >27 with a pre-existing condition such as diabetes.

Variable coverage in 2023-2024

«/ Direct-to-consumer companies Ro and
WeightWatchers enter weight loss
medication space

7 51% of surveyed health plans do not cover
weight loss medications?

Medicaid covers select weight loss drugs in
16 states

Medicare Advantage can cover weight
management drugs as an additional benefit,*
but not common

7 Medicare now allows Part D coverage of
weight management drugs for cardiovascular
treatment

See additional sources slide for sources.
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Envisioning a healthcare business defined by drugs

lllustrative comparison of business characteristics for procedure and drug treatments

= 8

TRADITIONAL PROCEDURES CATEGORY BESPOKE THERAPIES

Improve safety and reduce invasiveness Innovation impact Address conditions without available or effective treatments

IP/OP, infusion center, home delivery, patient
administration, medical specialty office

Pre-operative consults and prep, rehab, Pre-treatment diagnostic testing, concurrent symptom and
ongoing monitoring side effect care, ongoing treatment, monitoring, and care

> ElEUE BRI Ein (eIl Cost and quality - Standards still unfolding on a gradient

A titi « Experimentation with new models and new players
« Market-based competition over efficiency competition p play

* Prior authorization or formulary design

* Prior authorization Cost management * Provider selection
* Provider selection strategies » Drug/dose/modality selection
« Drug sourcing mandates
* One-time « Ongoing or one-time
* Provider payment Financing * Provider, pharmacy, and PBM payment
* (Increasingly) bundled patient cost sharing « Ongoing patient cost sharing
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All “high-cost drugs™ are not the same

Key characteristics to evaluate the impact of specific emerging high-cost drugs

List prices and Estimated Clinical Administration Future pipeline
EXAMPLES revenues Esclf)zlgl?tlon size  significance logistics and timing developments to watch
GLP-1 agonists  $16.2K per patient? 142M Improvement to * Ongoing weekly injections * May be used to reduce BMI to
for weight loss® $25B sales est. for 2028 (eligible) weight loss  Patient-administered qualify for surgery
’ treatments

Legembi $26.5K per patient® 100K New treatment to + Ongoing biweekly infusions « Eli Lilly’s Alzheimer’s treatment
(lecanemab) for $3.1B sales est. for 2028 (eligible) slow cognitive and * Provider-administered donanemab pending FDA decision
Alzheimer’s ’ ' functional decline in 2024
CAR T-cell $373K per patient 2,000 Improvement in * One-time gene therapy » Gene therapy Casgevy approved
therapies for short-term and infusion by FDA to treat sickle cell disease

; sales est. for 2026 treated from 2019 ) - -
blood disorders el (_ January 2022) long-term cancer * Provider-administered and beta-thalassemia in early 2024

remission

Hemgenix gene  $3.5M per patient 3,300 New treatment to * One-time gene therapy infusion * Pfizer's hemophilia B gene therapy
therapy for A5t replace regular * Provider-administered fidanacogene elaparvovec

- sales est. for 2028 eligible I \
hemophilia B $44M (ligible) prophylactic infusions approved by FDA in 2024

1. Such as Saxenda (liraglutide), Wegovy (semaglutide).
2. Annually, for semaglutide.

3. Annually, for lecanemab. See additional sources slide for sources.
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Purchasers turn to old tools to balance access and cost...

Greater scrutiny expands use of familiar strategies to regulate access

(D . O . .
15 Formulary exclusions ) Utilization management
la] What do we cover? = Who do we cover it for? Coverage restrictions by
largest commercial health
_ _ o plans, April 2020
10 Increase in unique 9 Largest commercial insurers that
X products excluded by of 1 cover Wegovy! require diet,
top three PBMs, exercise, or behavioral modification
2014 to 2022 for access, April 2023 300
. 0
470/ Excluded medicines Medicaid coverage policies
O with no therapeutically 1 4 £19 rev rage p , Celland aene  Gther orohan
. 0] reviewed restrict Zolgensma g P
equivalent drugs on bevond EDA label. June 2023 therapies products
the market, 2022 y ’
1. Semaglutide (vveig_ht _
2. r;raer;i?iz:?oenn;zneedltﬁitrlgg))/. for Sources: 2023 Benefit Design Report, PSG, June 2023; “Medicare Officially Limits Coverage of Aduhelm to Patients in Clinical Trials,” NY Times, April 2022; “Variation in market access decisions for cell and gene therapies across the
children under two with spinal United States, Canada, and Europe,” Tunis et al., December 2021; “Medicaid coverage practices for approved gene and cell therapies: Existing barriers and proposed policy solutions,” Allen et al., June 2023; Jinghong Chen, “Commercial
muscular atrophy. Payers Wrestle With Managing Weight Loss Drug Coverage,” AlSHealth, January 2024; Enright D et al “How US commercial health plans are covering semaglutide (Wegovy®) for obesity management,” CEVR, August 17, 2023.
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https://www.nytimes.com/2022/04/07/health/aduhelm-medicare-alzheimers.html
https://www.sciencedirect.com/science/article/pii/S0168851021002505?via%3Dihub#bib0013
https://www.sciencedirect.com/science/article/pii/S0168851021002505?via%3Dihub#bib0013
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC10242491/
https://cevr.tuftsmedicalcenter.org/news/how-us-commercial-health-plans-are-covering-semaglutide-wegovy-for-obesity-management-2

...but explore alternative models to manage drug costs

Stop-loss Care management Outcomes-based Specialty pharmacy
Insurance add-ons agreements carve-outs
CHALLENGE Unsustainable Unc;lear return Difficult to Contrlbutes_ to
and full of holes | on investment | execute | fragmentation
! ! l
Proposed CMMI Accelerating Clinical CMMI developing CGT*! Large PBMs offering new
EMERGING Evidence Model would adjust CMS Access Model for state CGT carve-out models that
MODELS payments for drugs approved under the Medicaid agencies to assign  attempt to combine risk-
Accelerated Approval Program to CMS to negotiate multi-state, pooling, care management,
incentivize manufacturers to complete  outcomes-based agreements and outcomes-based
confirmatory trials with manufacturers agreements for specific CGTs

1. Cell and gene therapy. Source: “CMMI Drug Pricing Model Concepts,” Avalere, February 2023.
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Unique drug dynamics intensify our usual challenges

Opportunistic non-traditional

pIayers In emerging terrain Emerging drugs intensify

Widespread demand invites investment in delivery evergreen challenges
and administrative capabilities from new entrants

\['A Two-tiered
— < patient access

@® Specialized, longitudinal care ¥\/ Hurdles to payment
and financial coordination N transformation

Scale of complexity and cost requires highly

specific care delivery and access management .
PS g y J @ Consolidated
Purchasers focused on near-term utilization control
cost exposure and benefits

Extreme financial uncertainty leads to limited
coverage and varied experiments
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The future of...

% TREATMENT ECONOMICS

Procedure-centric delivery ACCELERANTS Healthcare business
and cost control standards Breakthrough drugs defined by bespoke care
Finance experiments
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The future paradigm of treatment economics

Emerging, diverse drugs with high prices and complicated
delivery logistics will require new investments in delivery
Infrastructure and spur experimental financial models—and
ultimately eclipse the legacy focus on procedures. Strategy
In a pharmaceutical-based healthcare system will diverge
from current tactics, open more paths for power grabs or
consolidation, and exacerbate patient access disparities.
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The future of...

DELIVERY INFRASTRUCTURE

LEGACY MODEL CURREI\IAT STATE FUTURE OUTLOOK
Hospital-centric ACCELERANTS Ecosystem-directed
service delivery Dire hospital finances care management

Care delivery M&A

CARE TEAM ROLES

Overextended generalists with ACCELERANTS Tech-dependent
automation at the margins Workforce crisis care teams
Generative Al

TREATMENT ECONOMICS

I

Procedure-centric delivery ACCELERANTS Healthcare business
and cost control standards Breakthrough drugs defined by bespoke care
Finance experiments
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The (heightened) responsibilities of the future

In a future with...

DELIVERY INFRASTRUCTURE

CARE TEAM ROLES

SeaR Tech-dependent
care team

TREATMENT ECONOMICS

Healthcare business
defined by bespoke care

Set priorities Expand coordination

Stakeholders must embrace their responsibility to...

Protect access
A

Ecosystem-directed

EMPLOYERS
care management

Decide standards for
the scope of covered
healthcare services,
care access, and
consumer autonomy

Track care coordination
and financing across
stakeholders, for partner
accountability and
longitudinal cost pooling

MEDICAL GROUPS

Manage patients
longitudinally across a
complex continuum by
designing and deploying
holistic care teams

DIGITAL HEALTH

Focus technology and
service offerings on
unmet, pervasive
population care and
team workflow needs

~

HEALTH SYSTEMS

Balance the need to standardize
service operations with
collaborating on patient access,
supporting personalization, and
enabling clinical autonomy

LIFE SCIENCES

Build practical payment models
and education, to scale product
access commensurate with
specialized delivery needs and
clinical breakthroughs
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Strategic paradigms: The future of longstanding shifts

Delivery infrastructure will evolve to have an ecosystems
focus, care team roles will shift with new tech capabilities,
and treatment economics will adapt to high-cost drugs.
These paradigm shifts aren’t new, but their recent
acceleration gives the industry an opportunity to anticipate
the future trajectory—and embrace new, elevated
responsibilities to support the broader industry.
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Thank you for your time.

To download your complimentary slides to this
presentation, please scan the QR code.
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LEGAL CAVEAT

Advisory Board has made efforts to verify the accuracy of the information it provides to members. This report relies on data obtained from many sources, however, and
Advisory Board cannot guarantee the accuracy of the information provided or any analysis based thereon. In addition, Advisory Board is not in the business of giving legal,
medical, accounting, or other professional advice, and its reports should not be construed as professional advice. In particular, members should not rely on any legal
commentary in this report as a basis for action, or assume that any tactics described herein would be permitted by applicable law or appropriate for a given member’s situation.
Members are advised to consult with appropriate professionals concerning legal, medical, tax, or accounting issues, before implementing any of these tactics. Neither Advisory
Board nor its officers, directors, trustees, employees, and agents shall be liable for any claims, liabilities, or expenses relating to (a) any errors or omissions in this report,
whether caused by Advisory Board or any of its employees or agents, or sources or other third parties, (b) any recommendation or graded ranking by Advisory Board, or (c)
failure of member and its employees and agents to abide by the terms set forth herein.

Advisory Board and the “A” logo are registered trademarks of The Advisory Board Company in the United States and other countries. Members are not permitted to use these
trademarks, or any other trademark, product name, service name, trade name, and logo of Advisory Board without prior written consent of Advisory Board. All other
trademarks, product names, service names, trade names, and logos used within these pages are the property of their respective holders. Use of other company trademarks,
product names, service names, trade names, and logos or images of the same does not necessarily constitute (a) an endorsement by such company of Advisory Board and its
products and services, or (b) an endorsement of the company or its products or services by Advisory Board. Advisory Board is not affiliated with any such company.

IMPORTANT: Please read the following.

Advisory Board has prepared this report for the exclusive use of its members. Each member acknowledges and agrees that this report and the information contained herein
(collectively, the “Report”) are confidential and proprietary to Advisory Board. By accepting delivery of this Report, each member agrees to abide by the terms as stated herein,
including the following:

1. Advisory Board owns all right, title, and interest in and to this Report. Except as stated herein, no right, license, permission, or interest of any kind in this Report is intended
to be given, transferred to, or acquired by a member. Each member is authorized to use this Report only to the extent expressly authorized herein.

2. Each member shall not sell, license, republish, or post online or otherwise this Report, in part or in whole. Each member shall not disseminate or permit the use of, and shall
take reasonable precautions to prevent such dissemination or use of, this Report by (a) any of its employees and agents (except as stated below), or (b) any third party.

3. Each member may make this Report available solely to those of its employees and agents who (a) are registered for the workshop or membership program of which this
Report is a part, (b) require access to this Report in order to learn from the information described herein, and (c) agree not to disclose this Report to other employees or
agents or any third party. Each member shall use, and shall ensure that its employees and agents use, this Report for its internal use only. Each member may make a
limited number of copies, solely as adequate for use by its employees and agents in accordance with the terms herein.

4. Each member shall not remove from this Report any confidential markings, copyright notices, and/or other similar indicia herein.
5. Each member is responsible for any breach of its obligations as stated herein by any of its employees or agents.

6. If a member is unwilling to abide by any of the foregoing obligations, then such member shall promptly return this Report and all copies thereof to Advisory Board.
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