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The healthcare segment of the non-commercial foodservice industry is made up of three
main subsegments:

- Hospitals
- Senior living facilities
- Long-term care units
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Total Noncommercial Operator RSE

Total
Healthcare

All Other
Noncommercial

The total size of the healthcare
segment in terms of operator

retail sales was $28.9 billion in
2020, making up 34% of the total
noncommercial retail sales in 2020.

Healthcare Sales ($B)

2025 (F) $38.5

2020 $28.9

Total Healthcare Operator RSE

Senior Living

Hospitals

Long-Term
Care

Hospitals form the largest share of the
healthcare foodservice segment with 43%

of all segment sales made by the hospital
foodservice operations. Senior living and
long-term care subsegments have relatively
equivalent shares at 31% and 26% respectively.

CAGR (%)
2015-2020 2.0%
2020-2025 5.9%

The healthcare segment was one of a few segments to not have sales drop below pre-pandemic
levels during 2020. However, the segment has lower growth rates than others.
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Overall Business Environment
The total operator retail sales for hospital foodservice subsegment totaled $12.3 billion in 2020, which

is a slight decrease from 2015. Total operator retail sales are projected to increase by approximately
$4.8 billion to a total of $17.1 billion going into 2025.

The hospital subsegment’s growth rate has fluctuated between 2012 and 2019 but hit its lowest
in 2020 at -17.3% due to the pandemic. The hospital foodservice segment is expected to rebound
through 2025, though growth will slow in 2023 and beyond.

Hospitals Sales ($B)

2025 (F) $17.1
CAGR (%)
2020 EEENE
2020-2025 6.8%
2015 $12.4
Hospital Segment Nominal Growth (%)
15.8%

5.4% 44% 39% 47% 43y 4%  48%

3.6% 3%

3.1%

-17.3%
| | | | | | | | | | | | | |
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Self-Operated Self-operated facilities have most of the

share of total operator purchases in the

hospital sesgment. The share of total

operator purchases among the self-

operated units was roughly 55%, while
Contract- foodservice management firms held
Managed 45% of the share in 2020.

2020
Self-Op vs.
Contract-
Managed
Purchases

LARGEST HOSPITALS RANKED BY ANNUAL FOODSERVICE SALES

Foodservice Sales

Hospital Name

($M)
UPMC Presbyterian (Pittsburgh) $19.1 1,493
Yale-New Haven Hospital (New Haven, Connecticut) $18.9 1,540
Wl Gornoll odieal Caniar (Ne York City) $186 2410
Baylor University Medical Center (Dallas) $18.2 824
AdventHealth Orlando (Orlando, Florida) $17.8 2,826

Source: Technomic estimates reflective of 2018 calendar year
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KEY SEGMENT TRENDS

Hospital foodservice tends to serve three different audiences: in-room patient feeding, cafeteria (for
employees and guests) and catered functions for executives.

In the near term, operators are most focused on delivering on safety and keeping employees, guests,
residents and patients safe. But once the pandemic has subsided and operations stabilize, we can expect
operators to return to pre-pandemic initiatives, such as sustainability efforts and foodservice innovation.

Demand for on-the-go food options is steadily on the rise, particularly in the cafeteria area, as COVID-19
visitor restrictions ease around the country.

Hospital foodservice operators are currently offering made-from-scratch and made-to-order food options as
well, with more operators planning to roll out these offerings soon.

Apart fromm made-to-order options, use of fully prepared items and speed-scratch items on the menu is also
expected to continue, especially due to continued labor recruitment and retention issues.

KEY DECISION-MAKERS

Foodservice Directors—Foodservice directors are those who run the foodservice operations within
hospitals and tend to have a strong input into the types of equipment necessary for that hospital.

Nutritional Directors—Nutritional directors play a secondary role as influencers since they are often
developing menus and have input into preparation techniques. They often won't make the final decision
but can have an impact on what is being evaluated.

Facility Procurement—Depending on the setup of the healthcare foodservice operation (and whether it is
self-operated or not), procurement departments may get involved in negotiations and final approval.

Design Consultants—Particularly on new projects and major renovations or remodels, hospitals will defer
to design consultants on brand and equipment specification.

ROLE OF EQUIPMENT WITHIN THE SEGMENT

1.

Foodservice operators who choose easily and conveniently accessible, open-front, grab-and-go display units
may see a boost in sales from guests and employees looking for quick on-the-go food options.

Offering build-your-own stations for staples like salads and other equipment that facilitates customizability
at foodservice locations is most likely to appeal to patients and visitors.

With the rising cost of labor and tight budgets, operators based in hospitals are likely to have a continued
need for traditional blast chillers and combi-ovens in addition to any abovementioned made-from-scratch-
related equipment.

With on-demand room service gaining traction, the need for cost-effective food and labor solutions is
imperative. This can be achieved by leveraging premade meals and easy-to-use cooking technology.
Among the nonfood prep and cooking equipment, quiet, nondisruptive food carts are also expected to be
in demand.
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Key Segment Metrics
The total operator retail sales for the long-term care subsegment were valued at approximately
$7.6 billion in 2020 which is a $0.5 billion increase from 2015. Going forward, the subsegment’s total

operator retail sales figure is expected to increase to approximately $9.1 billion by 2025.

The long-term care subsegment has seen growth at a steadily increasing rate, particularly between
2012 to 2018. The subsegment’s growth rate peaked in 2018 at 3.9%. The segment’s growth
experienced a decline to -7.1% in 2020 due to the pandemic and restrictions on visitors. Going into
2025, the long-term care subsegment is expected to keep growing a relatively consistent pace at or

above 4%.

Long-Term Care Sales ($B)

2025 )
CAGR (%)
2020 $7.6 2015-2020 13%
2020-2025 3.6%
2015 $7.1
Long-Term Care Segment Nominal Growth (%)
4.7%

4.0% 41% 4.0%

27% 32% 32% 33% 3>9% 38%
19% 21% 12%,

-7.1%
[ [ [ | [ [ [ [ [ [ [ [ [ [
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 (F) 2022 (F) 2023 (F) 2024 (F) 2025 (F)
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Contract-
Managed

2020

Self-Op vs.
Contract-
Managed
Purchases

Self-Operated

Self-operated facilities have a vast
majority of the share of total operator
purchases in the long-term care
segment. The share of total operator
purchases among the self-operated
units was roughly 74%, while foodservice
management firms held 26% of the
share in 2020.

There are two distinct categories that fall into the definition of long-term care healthcare:

« Residential disability care facilities engage in primarily providing residential care (but not
licensed hospital care) to individuals with intellectual and developmental disabilities, mental

illness or substance abuse challenges.

« Nursing home facilities provide services relative to inpatient nursing and rehabilitation.
These facilities have a core staff of licensed or registered practical nurses and provide care to
individuals for an extended period. These include convalescent homes, hospices and other

facilities that provide nursing care.
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KEY SEGMENT TRENDS

Long-term care foodservice tends to serve two different audiences: in-room patient feeding and cafeteria
(for employees and guests).

In the near term, operators are most focused on delivering on safety and keeping employees, guests,
residents and patients safe. But once the pandemic has subsided and operations stabilize, we can expect
operators to return to pre-pandemic initiatives, such as sustainability efforts and foodservice innovation.

Better snacking and vending options are also increasingly appealing to residents in the long-term care
facilities who are looking for greater flexibility in their snacking times.

KEY DECISION-MAKERS

Foodservice Directors—Foodservice directors are those who run the foodservice operations within long-
term care facilities and tend to have a strong input into the types of equipment necessary for that facility.

Nutritional Directors—Nutritional directors play a secondary role as influencers since they are often
developing menus and have input into preparation techniques. They often won't make the final decision
but can have an impact on what is being evaluated.

Facility Procurement—Depending on the setup of the healthcare foodservice operation (and whether it is
self-operated or not), procurement departments may get involved in negotiations and final approval.

Design Consultants—Particularly on new projects and major renovations or remodels, senior living facilities
will defer to design consultants on brand and equipment specification.

ROLE OF EQUIPMENT WITHIN THE SEGMENT

1.

Specialized cooking equipment, such as steam-cooking equipment, can play a role in managing issues
around healthfulness. Foods cooked using steam equipment retain vitamins and nutrients while holding
flavor, giving operators the best of both worlds and appease residents looking for variety in healthy foods.

Similarly, a variety of cooking equipment, such as combi-ovens, grills and broilers, will have demand as the
segment shifts toward offering a greater variety of food options in general.

Due to safety responses from the pandemic, open-front, grab-and-go display units may see a boost in sales
from guests and employees looking for quick on-the-go food options.

Equipment specific to food waste reduction like composting can help many of the long-term care facilities
engaged in food waste reduction and sustainability efforts meet their goals.
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Key Segment Metrics

The total operator retail sales for the senior living subsegment were valued at approximately

$9 billion in 2020, which is a $2.3 billion increase from 2015. While the pandemic impacted growth,
senior living is expected to grow rapidly in the next years, with the subsegment’s total retail sales

projected to reach $12.4 billion.

With the aging baby boomer population, the senior living subsegment has seen robust growth from
2014 through 2019. The strong growth is expected to remain sustained at or above 7% going into 2025.

Senior Living Sales ($B)

2025 )

CAGR (%)
2020 $9.0 2015-2020 6.3%
2020-2025 6.6%
2015 $6.7

Senior Living Segment Nominal Growth (%)

8.8% 8.4% 9.2%

79% 8.1%

76%  76%  71%
5.6% 6.4% 6.4%

W

| | | | | | | | | | | | | |
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 (F) 2022 (F) 2023 (F) 2024 (F) 2025 (F)

Contract- . o
Managed Self-operated facilities have a vast majority
5020 of the share of total operator purchases
Self-Op vs. in the long-term care segment. The share
Contract- of total operator purchases among the
Managed self-operated units was roughly 77%, while
Purchases foodservice management firms held 23%
Self- of the share in 2020.
Operated
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KEY SEGMENT TRENDS

Residents in senior living facilities expect a great deal of variety and choices in their dining options. They are
especially interested in restaurant-inspired food concepts and themes, which means that they are looking
for menu items involving international cuisines, vegetarian dishes, and menu items with unique flavors and
colors.

Grab-and-go options are increasingly popular in response to COVID-19 safety measures. Better snacking and
vending options are also increasingly appealing to residents in the senior living facilities who are looking for
greater flexibility in their snacking times.

Many senior living facilities are initiating zero-waste programs centered on minimizing and eliminating food
waste and disposable trash as much as possible.

KEY DECISION-MAKERS

Foodservice Directors—Foodservice directors are those who run the foodservice operations within
healthcare facilities and tend to have a strong input into the types of equipment necessary for that facility.

Nutritional Directors—Nutritional directors play a secondary role as influencers since they are often
developing menus and have input into preparation techniques. They often won't make the final decision
but can have an impact on what is being evaluated.

Facility Procurement—Depending on the setup of the healthcare foodservice operation (and whether it is
self-operated or not), procurement departments may get involved in negotiations and final approval.

Design Consultants—Particularly on new projects and major renovations or remodels, senior living facilities
will defer to design consultants on brand and equipment specification.

ROLE OF EQUIPMENT WITHIN THE SEGMENT

1.

Specialized cooking equipment, such as steam-cooking equipment, can play a role in managing issues
around healthfulness. Foods cooked using steam equipment retain vitamins and nutrients while holding
flavor, giving operators the best of both worlds and appease residents looking for variety in healthy foods.

Similarly, a variety of cooking equipment, such as combi-ovens, grills, and broilers, will have demand as the
segment shifts toward offering a greater variety of food options in general.

As residents in senior living facilities look for a more restaurant-like feel in their dining areas, kitchens can
incorporate elements of open-kitchen concepts that put on a show for the diners such as induction cooking
equipment.

Equipment specific to food waste reduction like composting can help many of the senior living facilities
engaged in food waste reduction and sustainability efforts meet their goals.
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