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How health systems can turn
investment complexity into
clarity with an OCIO provider
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From governance challenges to fee pressure, healthcare organizations need an outsourced chief investment officer
who listens first, aligns strategies to mission and helps their boards make informed decisions.

Nonprofit hospitals can often face acute liquidity needs, with unexpected shocks like cyberattacks and natural disas-
ters halting billing and revenue while operating costs confinue. At the same time, health systems are pressured by
con-solidation, major capital requirements and reimbursement delays. With costs rising fast due to inflation, many
hospitals may need to rely on their investment portfolios to stabilize operations despite ongoing financial strain.

With challenges mounting, a strategic investment consultant who offers tailored advice can no longer be viewed as a
luxury. From our perspective, it's a necessity that underpins healthcare and hospital systems’ success over the long term.

“A hospital system is an operating business that could have challenges any day—hurricanes, cyber events, anything—
so liquidity is critical,” says Eric Ralph, CFA, Head of Healthcare Consulting for Highland Associates, a wholly owned
subsidiary of Regions Bank. This specialized boutique investment firm provides research driven investment consulting,
primarily for nonprofit healthcare organizations and hospital systems.

With almost 40 years of experience managing the investments of nonprofit healthcare organizations as a fiduciary out-
sourced chief investment officer (OCIO) provider and investment consultant, the Highland Associates team has insight
into how those in the healthcare industry can pursue their investment goals.

Why tailored investment strategy matters for health systems

This starts with a deeper level of customizing strategic advice to the particulars of the client, designed to help make a
meaningful impact on the bottom line.

“If you're a billion-dollar hospital system, you're not looking for somebody to come in and tell you what to do,” Ralph
says. “You're looking for somebody to listen, understand what you're doing, and match the strategy to your needs.
One of the things our industry has moved toward is scaling advice, which means people stop listening fo what their
clients want—that's not how we operate.”

“Size is often mistaken for safety,” he says. “In reality, size can be the enemy of investment success. Bigger firms aren’t
always better—especially when you don’t know whether you're getting their highest conviction ideas or simply what-
ever they can fit you into.”
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Strengthening governance through true collaboration

An OCIO provider with strong risk management capabilities and ongoing fiduciary oversight can play a large part in
reaching your goals—preferably one that can turn complexity into simplicity when it comes to decision-making.

Our team often helps health systems improve governance by faking over day-to-day investment management of
operating, pension and foundation assets, allowing boards to focus on strategic, mission-driven decisions.

“"We often walk into environments where constituencies aren’t aligned. Our job is to create a common language and
rebuild governance, and it's never a one and done process.”

Taking the fime to understand the stakeholders and speaking plainly about the strategies available is crucial. "Some in
our industry love to tell you how to build the watch rather than tell you what time it is.”

Another issue many health systems face is feeling somewhat neglected by their investment management provider.

“From what we've learned from new clients who have exited long relationships, complacency can creep in—fewer
new ideas, less energy, less client first thinking,” Ralph says. The Highland Associates team prides itself on its bespoke
advice, favoring tailored, mission-aligned and fransparent investment management.

Unlocking access to opportunities
Leveraging scale, a top-tier OCIO can potentially help health systems reduce costs and access exclusive opportunities.

“"We advocate for clients because we represent many, not just one,” Ralph says. An OCIO can offen unlock access to
niche or top-tier alternative investments, such as private equity or hedge funds, which may otherwise be inaccessible
to smaller institutions.

The stakes are high, so it's essential fo evaluate the full investment universe to identify the most appropriate opportu-
nities. “Many hospital systems operate at negative margins every day, and their investment portfolio is there to poten-
fially help offset those losses.”

These capabilities help OCIO and investment consulfing providers deliver meaningful outcomes for health system:s.

Prepared for the unexpected

Finding an investment management consultant or OCIO is a challenging task, and the stakes are high. It's important
fo choose one that prioritizes your needs, provides tailored advice, helps with governance and offers access to various
investment opportunities. It's also critical that your provider thoroughly understands the healthcare industry and the
internal and external risks to plan for. “For example, one health system had a cyber event and couldn’t send bills for
two months. When that happens, they have to spend out of their portfolio just to keep operating,” Ralph says. “Under-
standing liquidity isn’t about a single pool. It’'s about the entire enterprise and how long you can operate

under sfress.”

An investment management partner who understands the operating environment can help plan for these types of
risks, while also balancing the need for performance against prudent risk management.

If your health system is navigating liquidity stress, governance gaps or fee pressure, don't wait for the next shock.
See how Highland Associates can help you align strategy with mission and evolving balance sheet pressures.
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This publication has been prepared by the staff of Highland Associates, Inc. (‘Highland”) for distribution to, among others, Highland Associates, Inc. clients.
Highland Associates is registered with the United States Securities and Exchange Commission under the Investment Advisors Act of 1940. Highland Associates is a
wholly owned subsidiary of Regions Bank, which in turn is a wholly owned subsidiary of Regions Financial Corporation. Research services may be provided through
Multi-Asset Solutions, a department of the Regions Asset Management business group within Regions Bank.

This communication is provided for educational and informational purposes only and should not be construed as a recommendation or suggestion as to the
advisability of acquiring, holding or disposing of a particular security or strategy or a complete analysis of any security, company or industry, nor should it be
construed as a suggestion or indication that the particular investment or investment course of action described herein is appropriate for any specific investor. This
publication and the views expressed herein are not intended to provide individualized investment, legal, tax, or accounting advice, and it should not be relied upon
as a recommendation to buy, sell, or hold any security, to adopt any investment strategy, or to pursue any particular course of action. Nothing in this publication
is intended to constitute advice in a fiduciary capacity under ERISA, the Internal Revenue Code, or other law, unless Highland has expressly agreed otherwise in
writing.

Information contained herein has been obtained from sources believed to be reliable, but Highland does not warrant its accuracy, completeness, or timeliness. Any
views, opinions, analyses, estimates or forecasts reflect the judgment of the individual as of the date of this publication, are based on current market conditions,
and are subject to change without notice. Certain statements may be forward-looking in nature and are based on current expectations, estimates, projections, and
assumptions. Forward-looking statements are not guarantees of future performance, are subject to risks and uncertainties, and actual results may differ materially
from those expressed or implied. Highland undertakes no duty to update any forward-looking statement except as required by law.

Diversification strategies do not ensure a profit or protect against losses in declining markets. To the fullest extent permitted by law, Highland disclaims liability for
losses arising from reliance on this publication. Past performance is no guarantee of future results. Any performance shown is for illustrative purposes only and,
where required, should be reviewed together with corresponding net performance, applicable time periods, and related disclosures regarding fees, methodology,
and benchmarks. To the extent these materials reference Regions Bank data, such materials are not intended to be reflective or indicative of, and should not be
relied upon as, the results of operations, financial conditions or performance of Regions Bank.

Unless otherwise specifically stated, any views, opinions, analyses, estimates and strategies, as the case may be (“views”), expressed in this content are those of
the respective authors and speakers named in those pieces and may differ from those of Regions Bank and/or other Regions Bank employees and affiliates. Views
and estimates constitute our judgment as of the date of these materials, are often based on current market conditions, and are subject to change without notice.
Any examples used are generic, hypothetical and for illustration purposes only. Any prices/quotes/statistics included have been obtained from sources believed to
be reliable, but Highland Associates does not warrant their completeness or accuracy.

This publication is not a research report and is not intended to serve as the primary basis for any investment decision. The names and marks of other companies
or their services or products may be the trademarks of their owners and are used only to identify such companies or their services or products and not to indicate
endorsement, sponsorship, or ownership by Regions or Highland. Highland, its affiliates, its employees, and its clients may hold positions in, or may from time

to time effect transactions in, securities or other financial instruments that may be referenced in this publication. Companies affiliated with Highland may also
provide banking or other financial services to issuers or counterparties discussed in this publication.

Source: Bloomberg Index Services Limited. Bloomberg is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”).
Bloomberg or Bloomberg’s licensors own all proprietary rights in the Bloomberg indices. Bloomberg does not approve or endorse this material or guarantee the
accuracy or completeness of any information herein, nor does Bloomberg make any warranty, express or implied, as to the results to be obtained therefrom, and,
to the maximum extent allowed by law, Bloomberg shall not have any liability or responsibility for injury or damages arising in connection therewith.

Certain information contained herein (the “information”) is sourced from/copyright of MSCI Inc., MSCI Solutions LLC, or their affiliates (“MSCI”), or information pro-
viders (together the “MSCI parties”) and may have been used to calculate scores, signals, or other indicators. The information is for internal use only and may not
be reproduced or disseminated in whole or part without prior written permission. The information may not be used for, nor does it constitute, an offer to buy or sell,
or a promotion or recommendation of, any security, financial instrument or product, trading strategy, or index, nor should it be taken as an indication or guarantee
of any future performance. Some funds may be based on or linked to MSCI indexes, and MSCI may be compensated based on the fund’s assets under management
or other measures. MSCI has established an information barrier between index research and certain information. None of the information in and of itself can be
used to determine which securities to buy or sell or when to buy or sell them.

The information is provided “as is” and the user assumes the entire risk of any use it may make or permit to be made of the information. No MSCI party warrants
or guarantees the originality, accuracy and/or completeness of the information and each expressly disclaims all express or implied warranties. No MSCI party shall
have any liability for any errors or omissions in connection with any information herein, or any liability for any direct, indirect, special, punitive, consequential or
any other damages (including lost profits) even if notified of the possibility of such damages.
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