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ASTRANA HEALTH:
POOR
PROSPECTS
Astrana's reported growth depends on a continuous, debt-funded

acquisition pipeline; its profitability rests on management's reserve

estimates; and its auditor has issued an adverse opinion on the company's

internal controls. We initiate coverage with a short rating.
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Why We Are Short Astrana Health

Astrana's profit depends on an unusual stack of management estimates —

reserves, PPA marks, ACO settlements, receivables, and adjusted earnings. We

think that subjectivity is masking a weaker business.

THE SHORT CASE IN EIGHT POINTS

The Prospect deal created a spring-loading setup. Astrana’s acquired medical-liability

mark rose from $108.9 million in the March 31, 2025 pro forma (8-K/A filed September

2025) to a final $122.0 million, peaking at $124.1 million at year-end — an actuarial

estimate, not a fixed invoice, sitting against $22.5 million of 2025 net income. In Q2 2026

Astrana reported $38.3 million of consolidated gross favorable claims development, more

than the quarter’s pre-tax income. Management says related offsets made the net effect

immaterial, but has not provided a reconciliation or identified Prospect’s contribution.

Without acquisitions, the growth story nearly disappears. Astrana's own pro forma

shows 2025 revenue fell 3.5% and net income attributable was just $1.2 million. Q1 2026's

reported 56% growth was about 3.8% against the company's own pro forma base, and Q2's

reported 49% was a 1.1% decline against it — though pro forma net income nearly doubled.

Astrana borrows to buy the growth it calls free cash flow. Management reported $104

million of 2025 free cash flow while excluding the acquisitions producing the growth. After

acquisition spending, our separate capital-allocation measure was negative $444 million in

2025.

Much of the profit reaches shareholders through a $545 million related-party insider

loan. Astrana reports the earnings of a medical group it does not legally own, and a $545

million loan to an entity controlled by its Vice Chairman is the pipe that moves those

earnings to Astrana's shareholders. The pipe is now strained: the dividend meant to service

the loan has fallen to $26 million against roughly $54.5 million of yearly interest, and under

the loan's PIK toggle the shortfall can be added to principal instead of paid in cash —

“payment-in-kind” — and, once capitalized, bear interest at 10.75%.
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AHMC-related expense, primarily claims, has grown eightfold, and the revenue booked

against it is an estimate. AHMC-related expense Astrana incurs, primarily claims — a

hospital system where an Astrana director is a senior executive — rose from $20 million in

2023 to $166 million in 2025 and $64 million in Q2 2026 alone, with no volume bridge.

The risk-pool revenue Astrana books from AHMC is a management estimate: the receivable

has grown to $49.4 million while the risk-pool revenue actually recognized fell to $1.9

million in the quarter (total Q2 AHMC revenue was $5.5 million).

Management was paid on the numbers it gets to adjust. Revenue and Adjusted EBITDA

both paid at the 200% maximum, producing a $2.06 million CEO cash bonus at 193.8% of

target while GAAP EPS fell to $0.46 and controls received an adverse opinion.

Even insiders struggled to explain the Prospect deal, and the bench is turning over. A

former VP involved in diligence told us, “I don’t understand the rationale behind it and I was

part of that.” Another former employee said acquired child-entity financials were “really

difficult to reconcile.” Meanwhile the Chief Medical Officer resigned effective June 1, 2026,

the principal-accounting-officer seat changed hands for the second time in three years on

August 7, and the business-combination material weakness remains unremediated.

Astrana won’t say what the 2027 Medicare changes will cost it. Medicare is 60% of

revenue, and Medicare Advantage pays more for patients coded as sicker. From January

2027 CMS will stop counting diagnoses that come only from chart reviews not tied to a

visit — an industry-average −1.53% before other factors, inside an overall rate update of

+2.48%. Astrana says it will be hit less than peers, but does not disclose how much of its

Medicare revenue is exposed or how it codes.
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1  The Prospect Deal Created a Reserve Spring-
Loading Setup

We do not need to prove that Astrana overstated Prospect's acquisition-date medical

reserve to identify the setup. Astrana acquired a large, estimate-sensitive claims book

with a persistent history of favorable development; remeasured the acquired

liabilities through a provisional purchase-price allocation; and entered the first post-

close year with ineffective controls over acquired working capital and business-

combination accounting. Once the allocation is final, ordinary post-acquisition

changes in claims estimates generally affect current-period earnings rather than

goodwill; corrections of acquisition-date accounting errors would be evaluated

separately. That is the spring-loading risk.

Astrana's acquisition of Prospect did not merely add revenue, physicians, and members. It

transferred a substantial full-risk medical book — and the incurred-but-not-reported claims

attached to it — onto a company that generated only approximately $22.5 million of 2025 net

income attributable to shareholders. The acquired medical liability is not a hard payable fixed

by an invoice. It is an actuarial estimate based on claims lag, utilization, severity, unit cost,

seasonality, and management's judgment about claims that have been incurred but not yet

reported.

Our claim is narrow: the transaction created a spring-loading setup, not a reserve

overstatement already proven. The medical liability is one of several major profit

inputs controlled by management estimates. Here, a large release-prone claims

book was remeasured through provisional purchase accounting, under ineffective

business-combination controls, against an earnings base so thin that ordinary

favorable development can materially influence reported profit.
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The acquired working-capital marks remained provisional and moved throughout the

measurement period

TA B L E  1  ·  P RO S P E CT  P U RC H A S E - P R I C E  A L LO CAT I O N  —  T H E  M A R K S  C O N T I N U E D  TO  M OV E

PPA ITEM PRO FORMA Q3 2025 FY2025 Q1 2026 FINAL

Purchase consideration $678.2M $674.9M $674.9M $674.9M $674.9M

Medical liabilities $108.9M $120.8M $124.1M $122.3M $122.0M

A/P & accrued expenses $81.9M $85.4M $93.3M $104.6M $109.3M

Goodwill $422.6M $442.2M $442.9M $452.4M $462.1M

Total liabilities assumed $203.1M $219.2M $230.7M $240.0M $250.9M

Source: pro forma Form 8-K/A (as of Mar. 31, 2025; filed Sep. 11, 2025), Q3 2025 10-Q, FY2025 10-K, Q1 2026 10-Q, and

the final allocation in the Q2 2026 10-Q. The pro forma column is conformed to Astrana's policies and is not an acquisition-

date reserve; 2026 measurement-period adjustments raised total assumed liabilities $20.2 million and goodwill $19.3

million while lowering medical liabilities $2.1 million.

E X H I B I T  1  ·  T H E  AC Q U I R E D  M E D I CA L- L I A B I L I TY M A R K K E PT  M OV I N G  A F T E R  T H E  8 - K / A

$100M

$105M

$110M

$115M

$120M

$125M

$130M

$108.9M

Pro forma 8-K/A

+$11.9M
$120.8M

Q3 2025 10-Q

+$15.2M
$124.1M

FY2025 10-K

+$13.4M
$122.3M

Q1 2026 10-Q

+$13.1M
$122.0M

Final (Q2 2026)

Pro forma mark (Mar. 31, 2025) Acquired medical liabilities, as re-reported Initial $108.9M mark

Source: Astrana pro forma Form 8-K/A (balance sheet as of March 31, 2025; filed September 11, 2025), Q3 2025 Form 10-Q, FY2025

Form 10-K, Q1 2026 Form 10-Q, and the final allocation in the Q2 2026 Form 10-Q. Figures are the acquired “medical liabilities” line of the

Prospect purchase-price allocation as reported at each date, per Table 1. Changes against the pro forma mark are author calculations. The value

axis begins at $100 million, not zero; bars are truncated and marked accordingly, so bar heights show movement in the mark rather than its

absolute size.
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Prospect's claims economics were deteriorating before close

TA B L E  2  ·  P RO S P E CT  AC Q U I R E D  B U S I N E S S  —  N I N E  M O N T H S  I M M E D I AT E LY B E F O R E  C LO S I N G

METRIC 9M 2024 9M 2025 CHANGE

Revenue $877.5M $961.8M +9.6%

Claims expense $396.5M $488.9M +23.3%

Operating income $88.4M $48.5M −45.2%

Operating margin 10.1% 5.0% −503 bps

Operating cash flow +$10.7M −$33.4M −$44.2M swing

Source: Prospect acquired-business financial statements for the nine months ended June 30, 2025 and 2024, filed by

Astrana in March 2026. Figures rounded.

Claims expense grew more than twice as fast as revenue. Operating income fell approximately

45%, operating margin was cut in half, and operating cash flow turned negative before Astrana

closed the transaction. Astrana did not acquire a clean healthcare compounder; it acquired a

book whose medical costs were already outrunning revenue.

The quality of the remaining profit was also highly estimate-dependent. During the same nine-

month period Prospect recorded approximately $24.7 million of favorable prior-period

claims development and $17.4 million of positive Medicare risk-adjustment revenue.

Together, those backward-looking reserve and settlement items totaled approximately $42.1

million — equal in size to roughly 87% of Prospect's $48.5 million of operating income. These

are legitimate components of a risk-bearing healthcare model, not evidence of misconduct.

They show, however, how dependent the acquired business's reported profitability was on

actuarial development and payer true-ups immediately before the sale.

The filing record is corroborated by operating-level color. A former Astrana Vice President of

Corporate Compliance — who worked across regulatory strategy, claims and MSO operations,

payer relationships, and acquisition diligence — was direct:
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The source said he personally opposed the deal, citing Prospect's bankruptcy, health-plan

problems, and long sale process. That is one former executive's opinion — not proof of the post-

close outcome and not evidence of reserve manipulation. The primary financial statements

stand on their own.

More recent integration color is even more direct. A former Astrana Vice President of Clinical

Transformation, who helped build the company's operational and technology platform and

remained through the early Prospect integration, said key systems decisions were still open:

The source also called EZ-CAP “the most important system from a financial standpoint” and said

the Prospect technology choices were larger and slower than prior integrations. Investors are

being asked to capitalize early synergies before the core claims-system and platform integration

is complete.

I N T E R V I E W  C O R R O B O R AT I O N  ·  F O R M E R  A S T R A N A  V P,  C O R P O R AT E  C O M P L I A N C E

“ “I don’t understand the rationale behind it and I was part of that.” ”

I N T E R V I E W  C O R R O B O R AT I O N  ·  F O R M E R  A S T R A N A  V P,  C L I N I C A L  T R A N S F O R M AT I O N  ·
E X P E R T - N E T W O R K I N T E R V I E W

“ “Some of the key decisions were not even made. It does get difficult to hold on to

that core. I would think it's difficult now for them to even integrate Prospect

completely, and it's probably going to take time.” ”
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Astrana's consolidated roll-forward is already producing material favorable development

TA B L E  3  ·  M E D I CA L- L I A B I L I TY RO L L- F O RWA R D  —  AC Q U I S I T I O N  A D J U S T M E N T  A N D  E A R N I N G S

D E V E LO P M E N T  A R E  S E PA R AT E

ROLL-FORWARD COMPONENT FY2025 Q1 2026 1H 2026

Beginning medical liabilities $209.0M $335.7M $335.7M

Acquired liabilities / acquired adjustment $117.8M $(1.8M) $(2.1M)

Incurred — current period $1,902.5M $557.5M $1,088.5M

Incurred — prior periods (favorable development) $(7.6M) $(5.2M) $(43.5M)

Claims paid (current + prior + acquired) $(1,886.0M) $(446.9M) $(962.8M)

Ending medical liabilities $335.7M $439.3M $415.8M

Source: FY2025 Form 10-K, Q1 2026 Form 10-Q, and Q2 2026 Form 10-Q (six-month) medical-liability roll-forwards. The

Q2 2026 10-Q presents the roll-forward on a six-month basis; the Q2-only figures cited in the text are author calculations

(six months less Q1 as filed). Negative prior-period development is favorable and reduces medical cost. The Q1 2026

$(1.8M) acquired adjustment corresponds with the purchase-price-allocation revision and is not an earnings release. The

separate $(5.2M) favorable prior-period development reduced current-period medical cost, but Astrana does not identify it

as Prospect-specific and we do not attribute it to Prospect.

Astrana's consolidated 2025 roll-forward recorded $7.6 million of favorable prior-period

development. Q1 2026 recorded another $5.2 million. The six months to June 30, 2026

recorded $43.5 million — which puts Q2 2026 alone at approximately $38.3 million; the

whole first half of 2025 recorded $1.9 million. Investors can observe the benefit at the

consolidated level, but they cannot determine how much came from legacy Astrana, Prospect,

CHS, ACO populations, or another payer cohort. That disclosure gap matters because the

acquired book had a documented history of settling below prior estimates.

A small reserve change is a large earnings change

At December 31, 2025, Astrana reported approximately $335.7 million of medical liabilities

against only $22.5 million of net income attributable to Astrana shareholders. A change of only

a few percentage points in the estimate therefore represents a substantial share of reported

earnings.
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TA B L E  4  ·  E A R N I N G S  S E N S I T I V I TY TO  T H E  Y E A R - E N D  2 0 2 5  R E S E RV E  ( $ 3 3 5 . 7 M )

CHANGE IN

RESERVE

PRE-TAX EARNINGS

EFFECT

APPROX. AFTER-TAX

EFFECT

SHARE OF FY2025 NI

ATTRIBUTABLE

±1% ±$3.4M ±$2.0M ~9%

±3% ±$10.1M ±$6.1M ~27%

±5% ±$16.8M ±$10.2M ~45%

Illustrative gross sensitivity, before unquantified contractual offsets and NCI attribution, using Astrana's approximately

39.2% FY2025 effective tax rate. This is not a forecast that the reserve will move by any particular amount.

The $7.6 million favorable development recorded in 2025 was approximately $4.6 million

after tax at the company’s effective rate, equal in size to about 21% of net income attributable —

an equivalence, not an isolated contribution, since offsets and non-controlling interests are not

separated. The same arithmetic for the first half of 2026 is starker: the $43.5 million of

favorable development, at the first-half effective rate of roughly 33%, is about $29 million after

tax — equal in size to roughly 85% of the $34.2 million of net income attributable for the

period. Again an equivalence, not an isolated contribution: management describes

unquantified offsets, and the gross figure is what the filing discloses. The company's GAAP

earnings are therefore not merely exposed to reserve judgment in theory; ordinary reserve

development has already represented a meaningful portion of the reported result.

The auditor identified the reserve as one of two critical audit matters

Ernst & Young identified Astrana's incurred-but-not-reported medical liability as one of

two Critical Audit Matters in its FY2025 report — the other being the valuation of the

$123.5 million member-relationships intangible acquired with Prospect, a second acquisition-

accounting estimate on the same book. On the reserve, the auditor used actuarial specialists,

developed an independent range of estimates, evaluated assumptions and underlying claims

data, and performed hindsight procedures over prior-period estimates. Reserve development

has also been two-sided — favorable in some periods and adverse in others. We do not argue

that Astrana's earnings are produced by a one-way series of reserve releases. We argue that

reported profit is a thin residual sitting beneath an actuarial estimate many times larger than

net income.
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The control failure occurred in the process that established the acquired balances

Astrana's FY2025 material weakness was not described as a failure of the medical-reserve

control itself. It concerned accounting for business combinations, including controls over the

completeness and accuracy of acquired net working capital, the identification and valuation of

acquired current assets and liabilities, and the resulting purchase-price allocation. Management

concluded that internal control over financial reporting was ineffective, and Ernst & Young

issued an adverse opinion on the effectiveness of ICFR.

The auditor did not conclude that Prospect's medical reserve was misstated. The

company concluded that the business-combination controls responsible for

establishing and validating acquired working-capital balances were not designed

with sufficient precision to prevent or detect a material misstatement.

Prospect was excluded from management's FY2025 control assessment as a recent acquisition.

As of June 30, 2026, the material weakness had not been remediated, Astrana's disclosure

controls remained ineffective, and Prospect's operations continued to be excluded while the

company evaluated its controls. The largest transaction in Astrana's history therefore entered

the company in a year when the process for accounting for acquired working capital was

ineffective, while the acquired operations themselves remained outside the control assessment.

The control record is not a one-off

In 2023, Astrana restated fiscal 2020, 2021, and 2022 because of errors in the income-tax

effects of intercompany dividends and net operating losses. The issue reduced previously

reported net income and flowed into deferred taxes, purchase accounting, and goodwill. In

2025, the company disclosed a separate material weakness in business-combination accounting

and received an adverse ICFR opinion. These are distinct weaknesses — income taxes, then

business combinations — but both arose inside the acquisition-heavy, intercompany structure

that underpins the equity story.

The timing is compounded by turnover in the functions investors must trust most. The Chief

Medical Officer resigned effective June 1, 2026, while the principal-accounting-officer role is

changing hands for the second time in three years: John Vong held the role from November
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2022 to March 2025, handed off to Glenn Sobotka, and returned to the role when Sobotka

retired effective August 7, 2026. The company characterizes both transitions as orderly; we

treat them as execution risk during the integration of its largest and most actuarially complex

acquisition.

A former Astrana strategy and financial-operations employee described the practical

reconciliation burden created by acquired child entities:

We use this as process context, not as evidence that any financial statement was misstated. It

directly corroborates the operational difficulty of integrating acquired legal entities into a

consolidated close.

Days Claims Payable (DCP) is a monitoring signal, not proof of reserve direction

We calculate days claims payable using ending medical claims liabilities divided by total

medical care costs incurred. That is the appropriate reserve-analysis denominator because it

matches a claims liability against the claims expense it is intended to cover. The series rose

from approximately 45.6 days in 2023 to 60.4 days in 2024 and 64.7 days in 2025, with Q1

2026 at approximately 73 days on an annualized basis and the first half of 2026 likewise at

approximately 73 days ($415.8 million of ending medical liabilities against $1,045.0 million of

six-month incurred claims, annualized).

Those later observations are not acquisition-neutral. The year-end 2025 numerator includes

the acquired Prospect claims book, while the incurred-claims denominator includes Prospect

only during Astrana's post-close ownership period. CHS also affects the 2024 comparison.

Favorable prior-period development also lowers the incurred denominator and so raises DCP

I N T E R V I E W  C O R R O B O R AT I O N  ·  F O R M E R  A S T R A N A  S T R AT E G Y A N D  F I N A N C I A L-

O P E R AT I O N S  E M P LO Y E E  ·  E X P E R T - N E T W O R K I N T E R V I E W

“ “Historically they have not been as detailed as we would like them to be in their

financial statements. So it's really difficult to reconcile those statements against

our parent company statements.” ”
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mechanically, which means the ratio is not independent corroboration of the release. On a

trailing-twelve-month basis — four full post-close quarters — DCP is approximately 70 days,

against approximately 55 days at agilon health on the same formula (agilon FY2025 10-K; see

Appendix D). We therefore use DCP as a monitoring indicator, not proof that the reserve is

over- or under-stated. The agilon comparison uses the same formula, not necessarily the same

scope or claims lag. The clean test will be four full post-close quarters of claims development,

payment timing, and reserve adequacy.

E X H I B I T  2  ·  DAYS  C L A I M S  PAYA B L E  H A S  L E N G T H E N E D  S I N C E  T H E  AC Q U I S I T I O N S  B E G A N

0

20

40

60

80

agilon 54.7
58.5

2021

45.5

2022

45.6

2023

60.4

2024

64.7

2025

70.2

TTM Jun-26

Astrana claims-based DCP (days) Trailing twelve months to June 30, 2026

agilon health FY2025, same formula

Source: Astrana Forms 10-K (FY2022–FY2025) and Q1/Q2 2026 Forms 10-Q, medical-liabilities roll-forwards; agilon health FY2025

Form 10-K. Method: ending medical claims liability ÷ total medical care costs incurred × 365; the trailing-twelve-month figure uses the four

quarters to June 30, 2026 (author calculation, Appendix F). FY2024 and later are not acquisition-neutral, and favorable development lowers

the denominator; see the caveats in the text.

The allocation was finalized — and that quarter produced the largest favorable

development in any period we reconstructed

Astrana closed the Prospect transaction on July 1, 2025 and finalized the purchase-price

allocation as of June 30, 2026. In the 2026 measurement-period adjustments, total assumed

liabilities rose $20.2 million and goodwill rose $19.3 million, while the medical-liability mark

itself fell $2.1 million to a final $122.0 million, below the $124.1 million carried at year-end (a

$0.9 million increase in other acquired assets completes the bridge). With the allocation final,
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acquisition-date estimate revisions can no longer be recorded against goodwill. Post-acquisition

developments always ran through earnings; what has changed is that the goodwill route is now

closed.

The quarter in which the allocation was finalized is the first we can read against this setup. Q3

will be the first full quarter after finalization. The six-month roll-forward shows $43.5 million

of favorable prior-period development, against $1.9 million in the same period of 2025.

Netting out the $5.2 million recorded in Q1, Q2 2026 alone released approximately $38.3

million — five times the $7.6 million recorded in all of 2025, and, as an arithmetic comparison,

equal to 141% of the quarter’s $27.2 million of pre-tax income. That is a gross figure set

against a net one; the net contribution depends on offsets management has described but not

quantified.

Management pre-empted the number. Asked on the August 6 call about one-time items, the

CEO said investors “will see some positive claims restatement from prior periods” in the 10-Q,

but that “on net, the prior period items were immaterial,” offset by “changes in revenue, stop

loss, provider share, et cetera.” One offset is disclosed: a $15 million reduction of 2025 ACO

REACH revenue under CMS’s anomalous-billing adjustment, which the CFO said also reduced

2025-period expense. Management says related revenue, stop-loss recoveries, provider-sharing

adjustments and other prior-period items substantially offset the $38.3 million gross claims

benefit. Astrana has not published the bridge necessary to verify that assertion. Investors

therefore cannot determine how much of the gross favorable development reached pre-tax

earnings, which underlying populations generated it, or how much was associated with the

separate ACO REACH adjustment.

The filing discloses a $38.3 million gross actuarial adjustment against $27.2 million

of quarterly pre-tax income, while withholding the reconciliation needed to

measure its net earnings contribution.

We hold the calibration. A gross release of this size does not by itself prove the opening reserve

was overstated, and part of it may be the mechanical unwind of the ACO REACH restatement

rather than a medical-claims release. What it proves is the setup: a single quarter’s reserve
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development is now larger than the quarter’s profit, and the bridge that would show how much

reached net earnings sits with management.

Evidence supporting the thesis from here would include favorable development at this scale

recurring in Q3 and Q4; a widening gap between the gross release and the disclosed offsets;

and margin outperformance not explained by membership, rates, utilization, or disclosed

synergies. Evidence weakening it would include adverse development, a quantified bridge of

the Q2 offsets, clear disclosure separating Prospect from legacy Astrana, and clean control

remediation.

Conclusion: Astrana paid $674.9 million for a deteriorating, estimate-dependent

claims platform with a persistent history of favorable development; remeasured its

acquired working capital through a provisional PPA; entered the post-close period

with ineffective business-combination controls; and now carries a medical liability

whose ordinary movement is material to GAAP earnings. Whether the setup

becomes a realized earnings benefit is visible — and falsifiable — in the post-

measurement-period reserve development.
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2 The Growth Is Bought, and the Buying Consumes the
Cash

Reported growth all but vanishes on the company's own pro forma

Astrana's headline growth is easy to see; the underlying economics require

management-selected definitions. Reported revenue includes acquired businesses

from their closing dates, adjusted EBITDA removes costs management classifies as

non-core, and reported free cash flow excludes the acquisition spending that created

much of the growth. The company's own pro forma is the cleanest apples-to-apples

test. On that basis, revenue went sideways and profit nearly disappeared.

TA B L E  6  ·  A S T R A N A' S  OW N  P RO  F O R M A  —  A S  I F 2 0 2 4 – 2 0 2 5  AC Q U I S I T I O N S  OW N E D  S I N C E  J A N  1 ,

2 0 2 4

$ IN MILLIONS, EXCEPT EPS FY2024 PF FY2025 PF CHANGE

Pro forma total revenue $3,952.5 $3,812.3 −3.5%

Pro forma net income attrib. $2.2 $1.2 −44%

Pro forma diluted EPS $0.05 $0.03 —

Source: FY2025 10-K, “Pro Forma Financial Information” (unaudited; acquisitions assumed effective Jan 1, 2024, with the

delayed-draw term-loan interest used to fund Prospect included). Reported (non-pro-forma) revenue was $2,034.5M in

2024 and $3,181.8M in 2025.

The first clean post-Prospect quarter makes the point more sharply. Q1 2026 reported revenue

of $965.1 million was up 56% over Q1 2025. But against the company's own Q1 2025 pro

forma base of $929.3 million — Astrana plus a full quarter of Prospect — revenue grew about

3.8%, and pro forma net income attributable that quarter was just $1.8 million.

Q2 2026 extends the series and cuts both ways. Against the company’s own pro forma base —

Astrana plus a full quarter of Prospect — reported revenue of $972.5 million was 1.1% below

the $983.2 million pro forma for Q2 2025, and the first half was 1.3% above its base. Net

income attributable moved the other way: $19.7 million against a $10.2 million pro forma base

for the quarter, and $34.2 million against $12.0 million for the half. Revenue is flat on the
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combined platform; profit on the same base rose sharply. The open question is how the gross

claims development described in Section 1 and its associated offsets reconcile — a bridge the

company has not published.

TA B L E  6 A  ·  Q 2  A N D  1 H  2 0 2 6  AG A I N S T  T H E  C O M PA N Y ’ S  OW N  P RO  F O R M A  B A S E

$ IN MILLIONS, EXCEPT EPS PRO FORMA 2025 REPORTED 2026 CHANGE

Q2 revenue $983.2 $972.5 −1.1%

1H revenue $1,912.5 $1,937.6 +1.3%

Q2 net income attributable $10.2 $19.7 +94%

1H net income attributable $12.0 $34.2 +185%

1H diluted EPS $0.24 $0.69 —

Source: Q2 2026 Form 10-Q, Note 3, “Unaudited Pro Forma Financial Information” (Prospect as if acquired January 1,

2025; Prospect’s historical interest excluded, delayed-draw term-loan interest included), against reported Q2 and 1H 2026

results. Percentages are author calculations and are not company-reported organic growth. Reversing only the $15 million

ACO REACH revenue adjustment disclosed on the Q2 call would put Q2 at roughly +0.4% and 1H at roughly +2.1% — an

author sensitivity, not a GAAP figure.

On a reported basis Astrana is a 56%-growth company. On the company's own pro

forma, the combined enterprise's revenue is roughly flat — down 3.5% for 2025,

down 1.1% in Q2 2026 — and 2025 net income attributable was $1.2 million,

$0.03 per share. Profit on the same base has recovered in 2026; revenue has not.

The FY2026 guide is largely the annualization of a debt-funded acquisition, not

evidence that the legacy platform compounds at 20%.

An experienced delegated-risk operator described the same industry mechanism: prospective

revenue arrives with growth, while the medical-management burden shows up later.
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The source explained that infrastructure and medical-management costs lag member growth.

We use that as industry context, not Astrana-specific proof; Astrana's own pro forma provides

the company-specific evidence that the headline growth rate overstates same-platform

performance.

The segment detail confirms where the growth came from. The 10-Q attributes Q1 2026

growth primarily to Prospect: $266.5 million of the Care Partners revenue increase, $49.9

million of Care Delivery's, and $40.8 million of Care Enablement's. Yet Care Partners — the

core and largest segment — saw operating income fall by $4.8 million even with that acquired

revenue stacked on top. This is not a claim that the business is not growing. It is the narrower,

harder point: the equity story's headline growth rate is not the rate the existing platform

compounds at.

Management’s growth promise increasingly depends on margin expansion. On the Q1 2026

call, asked about the business without deals, the CEO described Astrana as “a mid-to-high teens

organic grower” — a medium-term target the answer identified as being on the EBITDA line,

repeated on the Q2 call and stated as a 15–20% medium-term annual adjusted-EBITDA

growth target in the company's September 15, 2026 investor presentation. The combined-

company revenue base is growing far more slowly: Q2 revenue declined 1.1% against the

company’s own pro forma comparison, and first-half revenue rose 1.3%. Meeting the earnings-

growth objective therefore requires better margins, improved cohort economics, or an

acceleration in future revenue growth — not a continuation of the headline acquisition-driven

rate. Management’s own Q1 revenue bridge did not frame the 56% as same-platform growth

either; it attributed the increase to Prospect’s full-quarter contribution, new full-risk contracts,

and underlying growth, in that order.

I N D U S T R Y C O R R O B O R AT I O N  ·  F O R M E R  C H I E F P O P U L AT I O N  H E A LT H  O F F I C E R ,  R E G A L

M E D I C A L  G R O U P ·  C O M P E T I TO R  E X P E R T  I N T E R V I E W

“ “I think growth is obscuring their true performance... you're getting more revenue

as you grow and so the numbers look really good.” ”
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A former Astrana strategy and financial-operations employee described the same dependence

from inside the company. Asked how Astrana defined and prioritized organic growth, he

answered:

He later characterized Astrana's employed clinics primarily as a retention platform for

members obtained through transactions rather than a major organic demand-generation

engine. We use that account as operating context; the company's own pro forma financials

provide the quantitative evidence.

E X H I B I T  3  ·  T H E  + 5 6 %  H E A D L I N E  I S  AC Q U I S I T I O N S  —  P RO  F O R M A  R E V E N U E  F E L L

+40%

+20%

+56% if it were real growth

Strip out the acquisitions
and growth reverses

a ~60-point swing

0%

−3.5%
REPORTED

as published · $2.03B → $3.18B
PRO FORMA

company's own · $3.95B → $3.81B

Year-over-year revenue change, FY2024 → FY2025

Source: FY2025 10-K — consolidated statements of operations (reported) and the “Unaudited Pro Forma Financial Information” note

(acquisitions as if owned since Jan 1, 2024). Reported +56% is acquisition timing; on a full-period combined basis revenue declined 3.5%. Pro

forma diluted EPS fell in step, $0.05 → $0.03.

I N T E R V I E W  C O R R O B O R AT I O N  ·  F O R M E R  A S T R A N A  S T R AT E G Y A N D  F I N A N C I A L-
O P E R AT I O N S  E M P LO Y E E  ·  E X P E R T - N E T W O R K I N T E R V I E W

“ “Organic growth is not as big of a focus for sure.” ”
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Reported free cash flow leaves out the acquisitions that generate it

Management points investors to free cash flow — positive and rising, $104 million in 2025 — as

evidence the business funds itself. But free cash flow, as the company defines it, is operating

cash flow less capital expenditures: it sits above the line that carries acquisition spending. For

most companies that convention is fine, because acquisitions are discretionary. For Astrana

they are not. The equity story is acquired growth — on the company's own pro forma, revenue

is roughly flat to down — so the deals are not optional add-ons; they are the engine. Leaving

them out of the cash-generation picture is like a retailer leaving out the cost of its inventory.

Put the acquisitions back and the picture inverts — recently and sharply. Through 2023 the

deals were small enough that free cash flow stayed positive even after them. Then the spree

accelerated: in 2024, free cash flow after acquisitions turned negative $102 million ($44

million reported, against $146.3 million of acquisition spend), and in 2025 it collapsed to

negative $444 million — $104 million of reported free cash flow against $548.6 million spent

buying businesses. The honest measure of owner cash — what is left after the deals that drive

the growth investors are paying for — went deeply negative in 2024 and 2025, exactly as the

leverage climbed — the acquisition-spending record, not a statement about current liquidity:

E X H I B I T  4  ·  R E P O RT E D  CA S H  F LOW  V S .  CA S H  F LOW  A F T E R  AC Q U I S I T I O N S

$100M

$0M

-$100M

-$200M

-$300M

-$400M

$51 $48

2021

$59
$43

2022

$40 $33

2023

$44

-$102

2024

$104

-$444

2025

Reported free cash flow Free cash flow after acquisitions

Source: Astrana 10-K cash-flow statements 2021–2025; 2021 as originally reported (legacy ApolloMed).
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That deficit is funded not by operations but by the debt that doubled to $1.05 billion: borrow,

acquire, book the acquired revenue and float as growth, then report a free-cash-flow figure that

omits the largest and most necessary use of cash. The figure isn't false — it's the wrong measure

for a company whose growth must be purchased, and it holds only while the buying continues

on borrowed money.

Across the full five years (2021–2025), Astrana reported +$298 million of free

cash flow — but after the acquisitions that produced its growth, it consumed −$422

million. The roughly $720 million gap is the cumulative cash cost of the acquired

growth the multiple is paying for, and it was funded with debt, not earnings. It is a

record of 2021–2025 capital allocation; the first half of 2026, with acquisitions

paused, ran positive.

The first half of 2026 reads the other way, and we show it. Reported free cash flow of $92.9

million less $3.7 million of acquisition spending leaves +$89.2 million on the same measure,

and $103.9 million of debt was repaid. This is a capital-allocation lens, not conventional free

cash flow; with acquisition spending paused, the cash generation and repayment are real. The

question the measure asks is what happens when the buying resumes.

The market has rewarded a deleveraging story — management guides to “net leverage below

2.0x” by the end of 2026, and the stock has rallied on it. A simple balance-sheet calculation

deducting all cash produces approximately 2.14x leverage using public trailing adjusted

EBITDA, against management’s separately reported 2.26x (definitions not reconciled). The

covenant caps nettable cash at $100 million and excludes IBNR-reserved cash; applying only

that cap gives a 3.31x sensitivity, though we have not reconstructed the contractual ratio. The

full walk is in Appendix B.

The balance-sheet reserve growth was mostly acquired, not operating cash

Medical liabilities increased by $126.7 million on the balance sheet during 2025, but Astrana

presents changes in operating assets and liabilities net of business combinations. The medical-

liability line contributed only about $8.9 million to 2025 operating cash flow; the rest was

acquired.
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3 The Related-Party Machine Now Runs in Reverse

Astrana's related-party structures add another layer of management judgment to

reported profit. The company attributes income from a VIE it does not own, relies on

dividends and loan mechanics to translate that income to public shareholders, and

records risk-pool receivables based on estimated future settlements. On the

company's own figures, those economics have reversed: the servicing dividend no

longer covers interest, and the net disclosed flow with AHMC swung to $(144.2)

million in 2025. The issue is not merely complexity. It is how much of reported

shareholder profit depends on management's assumptions about attribution,

collectability, and future settlement.

E X H I B I T  5  ·  T H E  R E L AT E D - PA RTY M AC H I N E ,  I N  T WO  F LOW S

HOW CONSOLIDATED VIE INCOME BECOMES SHAREHOLDER EPS

APC
Allied Physicians of CA

consolidated VIE; not owned

AP-AMH
“Astrana Medical”

holder: T. Lam (Vice Chair)

ASTRANA
reports EPS to the

public shareholders

preferred dividends

$58M→62M→26M

interest + fees

on the $545M loan

The $545M loan (10-year, PIK toggle, full principal still outstanding) and its interest eliminate in
consolidation — the effect is to move APC’s income from non-controlling interests into Astrana’s EPS.

THE RELATED-PARTY HOSPITAL FLOW — AHMC (a director is Sr. EVP)

ASTRANA
members are

hospitalized at AHMC

AHMC Healthcare
director = Sr. EVP

+ Health Source MSO, Aurion

claims expense incurred — up ~8× in two years

$20M → $166M (2025)

risk-pool revenue (management-estimated)

Related party / insider-linked entity P&L / economic flow Estimated or non-amortizing

Source: Astrana FY2025 10-K related-party notes, DEF 14A, Second A&R Credit Agreement, and SEC comment-letter correspondence

(2020, 2022). Illustrative schematic.

The $545 million loan — and the strain on its own numbers

In September 2019, the company made a $545 million, ten-year secured loan to AP-AMH

Medical Corporation — whose sole shareholder was Thomas Lam, M.D., then-CEO and now

Vice Chairman (and both CEO and CFO of APC). AP-AMH used the proceeds to buy preferred
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stock in Allied Physicians of California (“APC”), the consolidated VIE. APC pays preferred

dividends up to AP-AMH; AP-AMH pays interest, license, and management fees back to

Astrana. The terms are not ordinary commercial terms:

Source: Astrana FY2023 and FY2025 Forms 10-K, “Excluded Assets” note, which sets out the September 2019 loan terms

directly — $545.0 million, ten-year, 10% simple interest, interest-only quarterly in arrears, non-prepayable except in limited

circumstances, first-priority security interest in all assets, with any capitalized (PIK) interest accruing at 10.75%.

The stated purpose was unusually candid: because APC is a VIE the company does not own, its

net income had been attributed to non-controlling interests and “backed out” of EPS — and the

transaction was “structured primarily for [the company's] benefit” to convert that healthcare-

services income into income attributable to shareholders. This is not a legacy arrangement

being wound down. Astrana's own credit agreement confirms that, as of February 2025, the

full $545 million original principal remains outstanding — the loan has never amortized.

AP-AMH has since been renamed “Astrana Medical,” and a second vehicle, AP-AMH 2

Medical Corporation, took a $113.8 million loan on the same template in January 2024

(also fully outstanding). The credit agreement goes further still: it defines and pre-authorizes

“Future Approved Entity Investments” — additional loans “substantially similar to the AP-

AMH Loan or the AP-AMH 2 Loan.” The lenders have blessed the structure as a repeatable

template, not a one-off.

The interest on the loan eliminates in consolidation, so it is not a visible income line; its

function is the reallocation of APC's income from non-controlling interests to Astrana's

shareholders. That machine is now showing strain on the company's own figures. The APC

Series A preferred dividends that are supposed to service a loan requiring roughly $54.5

million of annual interest have collapsed:

10% simple interest, interest-only, and not prepayable;

a PIK toggle — if APC's preferred dividends fall short, the unpaid interest capitalizes into

principal, which then accrues at a stepped-up 10.75%;

secured by a first-priority interest in all of the borrower's assets; and

pledged by Astrana to its own bank lenders as collateral.
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E X H I B I T  6  ·  A P C  D I V I D E N D S  S TO P P E D  C OV E R I N G  T H E  LOA N ’ S  I N T E R E S T

$20M

$40M

$60M $58M

2023

$62M

2024

$26M

2025

$54.5M loan interest

Covered the interest 2025 shortfall $54.5M annual loan interest

Source: FY2025 10-K (APC Series A dividends declared); interest = 10% on the $545M AP-AMH loan. In 2025 the dividend that funds the

loan fell to less than half the interest due — the condition under which unpaid interest capitalizes, with the capitalized amount accruing at

10.75%.

This is not a timing quirk. The Series A dividend is not a fixed coupon — by its terms it equals

APC's net income from healthcare services plus affiliate dividends, less amounts APC retains —

so a dividend that fell to $26.0 million means APC's distributable healthcare income, net of

retention, was roughly half of what the loan requires. A dividend received below the interest

due is the exact condition under which the loan capitalizes the unpaid interest into principal at

the penalty 10.75% rate. Management flagged precisely this: its own risk factors warn that “a

disconnect could arise” between APC's dividends to Astrana Medical and Astrana Medical's

required payments to the Company. In 2025 that disconnect appears to have arrived — and in

the same year APC still distributed $5.4 million of cash and 699,896 shares to its physician

common holders, paying the affiliate's owners while the dividend that services the loan came

up short.

We are precise about what this shows. The intercompany balances and income and expense

entries eliminate in consolidation, while the arrangement can affect the allocation of

consolidated income between Astrana shareholders and non-controlling interests — which was

its stated purpose. We identify an apparent annual dividend-coverage shortfall. The public

disclosures do not establish the amount of unpaid interest, any subsequent repayment, or the

current capitalized-interest balance. What does not eliminate is the external Truist credit

facility, under which the AP-AMH note is pledged as collateral. Weak dividend coverage
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therefore reduces the transparency and potentially the economic quality of a collateral asset,

although the external facility is serviced from Astrana's broader consolidated resources. APC's

standalone financials, filed with California's Department of Managed Health Care, show the

driver — healthcare income versus discretionary retention — but not the settlement of the loan.

Sources: APC Series A dividend formula and 10.75% PIK terms, September 2019 Certificate of Determination and related

loan disclosures (SEC EDGAR); dividend amounts, the common-shareholder distribution, and the “disconnect” risk factor,

FY2025 10-K.

The 2019 transaction proxy states that interest on the loan is payable solely out of the APC

Series A dividend, and the loan terms capitalize unpaid interest at 10.75%. The declared 2025

dividend was insufficient to cover the loan's annual base-interest economics. The filings do not

disclose whether the apparent shortfall was capitalized, paid using other available resources, or

settled through another mechanism; APC's standalone financials would show the driver but not

the settlement. That makes the current capitalized-interest balance — and the amount of cash

actually moving through the structure — essential investor information the company has not

provided.

What the strain costs shareholders

Three potential consequences warrant monitoring. First, earnings quality. The income this

structure routes into EPS is attribution, not distribution: the structure separates earnings

attribution from cash distribution. The decline in declared dividends makes reconciliation of

parent-attributable income, actual cash payments, and capitalized interest more important.

Astrana does not provide that reconciliation. Second, the collateral behind real debt. The AP-

AMH note is pledged to Astrana's bank lenders, and the company's own risk factors concede

the borrower may never be able to repay it. The external credit facility is real and senior; what

stands behind it is a non-prepayable note to a special-purpose entity whose only income source

— the APC dividend — has more than halved. As APC's distributable income falls, the bank debt

does not; what changes is the transparency and quality of the collateral behind it. Third, the

deconsolidation tail. Astrana's own risk factors admit that regulators could determine the

structure violates California's corporate-practice-of-medicine doctrine, or that the company

could be deemed an investment company. Either finding unwinds the attribution machine:

APC's income reverts to the non-controlling interest that nominally owns it — the precise
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income the $545 million loan exists to capture — and the reported EPS the market is

capitalizing shrinks with it. We treat this as tail risk, not a base case; but it is a tail the company

itself discloses, attached to the exact structure now showing strain.

The regulator says APC is solvent — but its published capital ratio has declined

We did the work the 10-K cannot show. APC (RBO ID 10021) files standalone quarterly and

annual financial surveys with California’s Department of Managed Health Care. Those filings

are public, and the results are unambiguous on the headline: APC meets all five DMHC

solvency grading criteria as of fiscal year-end 2025 — positive working capital, positive

Tangible Net Equity at all times, required cash-to-claims ratio, documented IBNR, and 100%

claims timeliness. No corrective action plan is required. We state that plainly.

But the trend beneath the pass/fail tells a quieter story: across the surveyed periods, APC’s

reported relative-TNE ratio has declined — the criteria are met, and the ratio the Department

publishes has fallen. The Department’s RBO solvency criterion is positive Tangible Net Equity

at all times, not a multiple of a required minimum; we describe the trend, not a distance to

regulatory failure. The full survey data, by period, is reproduced in Appendix A.

The hospital flow that exploded — AHMC

The second channel is a related-party counterparty, not a consolidated entity. Astrana transacts

with AHMC Healthcare — a hospital system at which one of Astrana's own directors is a Senior

Executive Vice President — incurring inpatient and other claims expense while recognizing

risk-pool revenue in return. Over two years the relationship inverted sharply:

Interviews suggest AHMC is not merely a related-party counterparty; it is load-bearing

infrastructure for Astrana's legacy full-risk model. A former Astrana Vice President said the

model works in San Gabriel “because they have a very strong relationship with AHMC,” and

becomes harder to replicate in markets without a hospital partner.
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The source called such a break unlikely and said it was not on the horizon during his tenure.

That concession matters. So does the label: enterprise-level. The related party whose claims

expense is exploding is also a hospital partner underlying Astrana's strongest full-risk market.

TA B L E  5  ·  A H M C  R E L AT E D - PA RTY F LOW  ( D I R E CTO R  I S  S R .  E V P O F A H M C )

$ THOUSANDS 2023 2024 2025 Q1 2026 Q2 2026

Revenue to Astrana 49,634 41,289 21,486 4,106 5,538

AHMC-related expense incurred (primarily

claims)
20,000 34,914 165,726 45,553 64,287

Net disclosed counterparty flow +29,634 +6,375 (144,240) (41,447) (58,749)

Source: FY2025 10-K, Q1 2026 10-Q, and Q2 2026 10-Q, related-party notes. Six months to June 30, 2026 as reported in

the Q2 10-Q: revenue $11.1M, claims expense $109.8M, net $(98.7M); the same six months of 2025 were $(66.7M). Q1

2026 revenue is shown as originally reported ($4.1M); the later six-month revenue figure implies ~$5.6M for Q1, a $1.5M

difference the filings do not explain, and we do not present the quarterly bridge as reconciled.

I N T E R V I E W  C O R R O B O R AT I O N  ·  F O R M E R  A S T R A N A  C A R E - D E L I V E R Y A N D  S T R AT E G Y

O P E R ATO R

“ “There could be enterprise-level risk... if an agreement like that with a hospital

partner like AHMC falls through. That would be huge.” ”
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E X H I B I T  7  ·  N E T  D I S C LO S E D  A H M C  R E V E N U E / E X P E N S E  F LOW

−$50M

−$100M

−$150M

$0

+$29.6M

2023

+$6.4M

2024

−$144.2M

2025

−$41.4M

Q1 2026

Net disclosed P&L benefit Net disclosed P&L burden

Source: FY2025 10-K and Q1 2026 10-Q related-party notes. Net = revenue recognized from AHMC less claims expense to AHMC (Table 5).

Q1 2026 claims to AHMC ($45.6M) exceeded the entire 2024 year ($34.9M). Q2 2026 claims of $64.3M set a new quarterly record; the

six-month total of $109.8M is on pace to exceed all of 2025.

In two years a related-party hospital system shifted from a $29.6 million net

disclosed P&L benefit to a $144.2 million net disclosed P&L burden. That is the

counterparty flow, not the economics of the relationship: the capitation that funds

those members’ hospital care comes from health plans, not from AHMC. AHMC-

related claims expense incurred rose roughly eight-fold, far outpacing Astrana's

revenue growth, while the risk-pool revenue Astrana recognizes is management-

estimated and approximately $40.5 million remained outstanding as a receivable.

These disclosures do not establish equivalent cash payments; they establish a large

and under-explained related-party income-statement flow.

The direction of travel matters as much as the level. The disclosed net P&L burden is

accelerating, not normalizing post-integration: Q1 2026 AHMC-related claims expense

exceeded all of 2024's. At the same time, the offsetting line is deteriorating in quality —

recognized revenue from AHMC fell to $4.1 million in Q1 while the management-estimated

risk-pool receivable grew from $40.5 million at year-end to $43.5 million at Q1 and $49.4

million at June 30, 2026, while risk-pool revenue actually recognized fell to $1.9 million in Q2
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(of $5.5 million total AHMC revenue). Astrana is recognizing estimated income against a

counterparty associated with a large and growing claims-expense channel, while the receivable

grows and recognized revenue shrinks. If that estimate proves optimistic, the reversal runs

directly through earnings — the same estimate-dependence this report documents in the claims

reserve, replicated on a related-party line.

We are fair about the benign reading: as Astrana's institutional and full-risk membership

exploded (Prospect added a large global-risk book), more members are hospitalized at AHMC

facilities, billed — per the disclosure — “at rates similar to other hospitals.” Much of the increase

is likely volume. But the magnitude (~6% of total cost of services), the speed, the related-party

governance, and an estimate-based offsetting revenue line make this, in our view, the single

relationship most warranting independent scrutiny.

Can volume explain the AHMC explosion?

Partly — but the scale is hard to wave off. Measured against AHMC's own system revenue

(approximately $1.5–1.6 billion of net patient revenue across its main California facilities),

Astrana's AHMC-related claims expense has grown from roughly 1% of that denominator in

2023 to approximately 10–12% by 2025. This is a scale indicator, not an Astrana-attributable

utilization measure, because it compares Astrana's expense to AHMC's entire revenue. We hold

the disciplined claim: the relationship is now large and under-explained, not proven excessive.

The figure that would settle it — AHMC admissions and allowed costs attributable to

Astrana/Prospect members — is not public. Management should bridge the approximately 4.7x

increase in claims expense incurred from 2024 to 2025 into volume, acuity, unit rates, and the

newly acquired Prospect book.

Insiders on both sides — and a governance carve-out

The VIE/friendly-PC arrangement is legal and standard in California — we concede that, and

relationships alone are not wrongdoing. What concerns us is the density and the ongoing

oversight. The nine-member board includes Executive Chairman Kenneth Sim and Vice

Chairman Thomas Lam (also APC's CEO and CFO), while five directors are classified as

independent. Brandon Sim, Kenneth Sim’s son, serves as CEO. We are precise about the

original approval: the 2019 APC transactions (DEF 14A, July 31, 2019) were negotiated and

evaluated by an independent committee of the board, were conditioned on fairness opinions,
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were approved unanimously by the full board, and were put to a special stockholder vote in

which APC’s and the overlapping officers’ shares were cast in proportion to the non-affiliate

vote. Our concern is therefore not the absence of initial approval. It is the limited visibility into

the structure since. Astrana does not disclose the current capitalized-interest balance on the

AP-AMH loan, the source of any cash used to meet the loan obligations when the APC

dividend falls short, the economics of subsequent amendments, or whether recurring

transactions with the consolidated VIEs receive transaction-specific review once they fall

within the related-party policy’s category-based pre-approvals — which deem pre-approved

transactions where an officer acts as a nominee shareholder and transactions with the

consolidated VIEs. A structure approved once, seven years ago, now routes income through a

loan whose declared dividend no longer covered its annual base-interest economics, with no

periodic disclosure of how the apparent gap was settled or whether interest was capitalized.

Pulled into one view, the current related-party flows are dense, recurring, and trace to insiders

at every line.

The full related-party ledger — every disclosed insider-linked flow, with the caveat that

disclosure is the floor — is reproduced in Appendix E.

Several of these threads run deeper than a single-year figure:

One director, three counterparties. The same director who is Sr. EVP of AHMC is also an

executive of Health Source MSO and sole owner of Aurion, a consulting vendor.

Circular executive compensation. The Vice Chairman's cash compensation is paid through

an Astrana subsidiary, then reimbursed to Astrana by Allied Pacific Holdings Investment

Management — of which he is CEO. Astrana also pays that entity rising rent (the related-

party right-of-use asset jumped from $2.7M to $10.1M in 2025).

CEO-linked vendor turned equity stake. Astrana paid Third Way Health (the CEO is a

board member) $5.0M in 2025, then converted a $6.0M SAFE into a 27.7% equity-method

stake and holds a $1.8M loan receivable.

The company buying stock from the affiliate. In November 2023, Astrana repurchased

$100.0 million of its own stock directly from APC (3.2 million shares); separately, APC paid

$9.3 million to buy Astrana stock from a board member in 2022.
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The accounting tail is visible in the equity statement, captioned “Mezzanine and Stockholders'

Equity (Deficit).” APC's attributed non-controlling interest is deeply negative — roughly −$206

million at year-end 2023 and −$203 million at year-end 2024 — a direct artifact of a structure

built to route APC's economics toward Astrana's shareholders rather than to the non-

controlling interest that nominally owns it. The same affiliate (APC) is one of Astrana's largest

shareholders at ~11%. The consolidated affiliate also owns approximately 11% of the public

company; the company consolidates the affiliate.

The consolidation has twice drawn SEC staff comment — a 2020 letter directing balance-sheet

disclosure of which VIE assets and liabilities are ring-fenced (ASC 810-10-45-25), and a 2022

review of the “Excluded Assets” schedule. Neither forced a restatement, but the structure's

presentation has needed prompting across two cycles. On tax we state only what the filing

supports: the structure-risk factor first appeared in the FY2023 10-K — the same filing that

began disclosing an IRS exam of the 2019–2021 AP-AMH years — and the Q2 2026 10-Q

reports the IRS examining the 2024 federal return and reviewing amended 2020–2021

returns, while California's Franchise Tax Board exam of the 2019–2021 returns remains open.

We flag the live state exam and the structure's complexity as risk, not an adverse tax outcome

the filings do not support.

Capital allocation: buying from the affiliate, then buying the dip

Astrana's buyback decisions are worth investors' attention — less as a smoking gun than as a

window into whose interests the repurchases served and when.

A $350 million channel to the insider-linked affiliate. The 2025 credit agreement

specifically permits Astrana to repurchase its own common stock held by APC for up to

$350 million — a lender-sanctioned route to move up to a third of a billion dollars to the

related party that controls the structure and is itself an ~11% shareholder.

A related-party repurchase, at the high. On January 17, 2025, Astrana used shareholder

cash to repurchase 300,000 shares directly from APC — the insider-linked affiliate and ~11%

shareholder — at $35.17 per share, $10.551 million in aggregate, in a privately negotiated

transaction approved by the board and audit committee. This was not new: in November

2023 the company had already repurchased $100.0 million of stock directly from APC (3.2

million shares). Both purchases were near the stock's then level; within months of the
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The pattern is the point. The insider-linked affiliate and ~11% shareholder has been bought out

twice — $100.0M in November 2023 and $10.55M at ~$35 in January 2025 — each near the

stock's then level; the shares then fell by roughly a third, and the company spent its remaining

buyback capital at the ~$22 trough. Both APC repurchases were disclosed and committee-

approved, so we allege no wrongdoing — but a buyback that repeatedly opens by buying stock

from the insider-linked affiliate near the highs is worth weighing against the “confidence in

performance” framing. Management has tied the affiliate transactions to tax objectives (“solve

for our effective tax rate,” Q3 2023 call); the normalization never arrived — the effective rate

was 38.2% in 2024 and 39.2% in 2025.

Management's own money: a pledge, and no purchases

The Form 4 record completes the capital-allocation picture. Across 2024–2026 — through the

slide to ~$18 and the rally back above ~$46 — no member of management bought or sold a

single share in the open market. The last open-market purchase by any executive was Thomas

Lam's, then CEO, of 5,000 shares in September 2020; the current CEO has no open-market

purchase on record. Executive equity activity over the period consists of grants, vests, code-M

option exercises where the shares were kept, and code-F surrenders to the issuer for taxes; the

only open-market insider sale in the record is a director's ~$220,000 in December 2024, near

the all-time-high zone. So when the company describes its repurchases as “a testament to

management and the Board of Directors' confidence,” the record is worth stating precisely: the

company's cash has expressed that confidence — twice to the insider-linked affiliate near the

highs — while management's own cash has expressed nothing at all.

What the CEO did instead was pledge. The 2026 proxy discloses that during 2026 Brandon

Sim pledged 704,798 shares — 44.6% of his 1,581,876 beneficially owned shares, below

the approved threshold and roughly $33 million of collateral at ~$47 — as security for a loan.

January 2025 buy it would trade far lower. The company repeatedly provided the affiliate at

the center of the VIE structure with liquidity at prices that, in hindsight, were a poor use of

buyback capital.

Then buying the dip with the rest. Later in 2025, with the shares in the low $20s, Astrana

repurchased roughly 634,000 shares at ~$22.23. The opportunistic buyback came after the

affiliate had already been cashed out near the high.
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The insider-trading policy prohibits pledging except with prior written approval; the exception

was granted, and the Audit Committee — the same committee presiding over an internal-

control regime the auditor has declared not effective — approved it. The proxy a year earlier

disclosed no pledging, so the pledge was first disclosed in 2026; the proxy does not state when

the underlying loan was initiated. We make no claim about the loan's purpose, which is

undisclosed. The pledge creates potential collateral and forced-sale risk depending on

undisclosed loan terms: Astrana does not disclose the borrowing amount, loan-to-value ratio,

maintenance threshold, or lender remedies. Whether any particular decline would compel sales

cannot be established from the proxy. For a stock whose 52-week range already spans $18 to

$47, those terms are material information the company has not provided.
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4 Management Gets Paid on the Profit It Defines

The subjectivity in Astrana's accounts is reinforced by its incentive plan. Executive

pay is driven by revenue and Adjusted EBITDA - measures boosted by acquisitions

and shaped by management's exclusions — rather than GAAP EPS, cash return on

invested capital, or acquisition-adjusted cash generation. In 2025, those selected

metrics paid at or near maximum while statutory profit deteriorated.

E X H I B I T  8  ·  T H E  W I D E N I N G  G A P :  A D J U S T E D  E B I T DA  V S .  G A A P P RO F I T
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Source: Astrana FY2025 10-K and DEF 14A. GAAP net income attributable; diluted EPS shown beneath each year; ratio is Adjusted

EBITDA ÷ GAAP net income attributable.

Paid to grow revenue and management-adjusted profit

Start with what management is actually paid to deliver. The annual cash bonus runs on three

goals — revenue (50% weighting), Adjusted EBITDA (25%), and an annual-wellness-visit

metric (25%) — and the long-term equity (the performance share units) vests only on revenue

and Adjusted EBITDA. No GAAP net income, no EPS, no cash flow, and no return-on-capital

measure appears anywhere in either plan. This is not for lack of options: the equity plan's own

menu of available metrics expressly lists diluted EPS, cash flow, return on equity, return on
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assets, and return on capital. The Compensation Committee selected none of them. The same

revenue-50 / Adjusted-EBITDA-25 / wellness-25 design was used in 2023, 2024, and 2025,

and the 2024 say-on-pay vote passed with ~99% support — this is the settled, endorsed

structure.

The result is a scorecard that pays out richest in the years shareholders do worst. In 2024 the

50%-weighted revenue goal hit its 200% maximum while GAAP net income fell ~29% and the

company missed its own EPS guidance. In 2025 both revenue and Adjusted EBITDA paid at the

200% maximum — a 193.8% preliminary bonus — in the same year GAAP EPS fell to $0.46,

EPS was dropped from guidance, and the auditor issued an adverse control opinion:

In 2025, revenue and Adjusted EBITDA each paid at the 200% maximum, resulting in a $2.06

million CEO cash bonus at 193.8% of target. The detailed payout math, award structure, and

pay-ratio analysis are reproduced in Appendix H.

So the two metrics that decide pay are the two this report shows are softest: revenue is acquired

and debt-funded (Section 2), and Adjusted EBITDA is a construct whose definition the

company has revised repeatedly in the flattering direction. Through 2023 it added back “costs

solely for the benefit of APC shareholders,” then dropped that add-back once the related real

estate was spun off; and the catch-all “Other, net” add-back has ballooned:

TA B L E  7  ·  T H E  A D D - B AC K S  T H AT  B R I D G E  E B I T DA  TO  A D J U S T E D  E B I T DA  ( $ M )

ADD-BACK 2021 2022 2023 2024 2025

“Other, net” (1.7) 3.3 6.2 13.0 45.4

APC excluded-assets costs 26.4 16.2 14.0 — —

Stock-based compensation 6.7 16.1 22.0 34.5 38.6

Adjusted EBITDA 133.5 140.0 146.6 170.4 205.4

Source: FY2025 10-K and DEF 14A five-year reconciliation. Add-backs shown are the principal bridging items, not the full

reconciliation. The 2021 figures are on the company's current definition: its September 15, 2026 investor presentation

identifies the early historical EBITDA figures as recast to that definition, and the recast figures match those shown.
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In 2025, reported EBITDA was $123.1 million; Adjusted EBITDA was $205.4 million — a

67% markup built from a $45.4 million “Other” bucket (a $13.0 million legal matter, $25.9

million of Prospect transaction and integration costs, debt-issuance costs, severance) plus $38.6

million of stock-based compensation. The “non-recurring” adjustments are growing far faster

than the business, on the very number that sets pay and tests the covenants.

The company's own May 2026 investor deck makes the point more starkly than we could. Even

Adjusted EBITDA margin — the profitability metric management leads with — has more than

halved, from 17% in 2021 to 6% in 2025 (12%, 11%, and 8% in 2022 through 2024). The add-

backs flatter the absolute dollars, but the company is keeping a steadily smaller share of a fast-

growing revenue base. Scale is being bought; margin is not being earned.

This is not only our assessment. The SEC's Division of Corporation Finance formally

questioned how Adjusted EBITDA was built. In an August 2022 comment letter on the

FY2021 10-K, the staff challenged six separate adjustments and invoked the interpretation on

potentially misleading non-GAAP measures (C&DI 100.01). The most telling concerned

“provider bonus payments,” which the company had been adding back as non-recurring:

pressed by the staff, management conceded in its October 2022 response that — after making

the payments for three straight years — they are in fact “normal, recurring, cash operating

expenses necessary to operate its business,” and agreed to stop adding them back. It also

disclosed that it had been adding back the losses of “recently acquired” IPAs, defined as those

acquired within the prior three years. Both add-backs were removed from the calculation

beginning in Q3 2022. The episode is historical; it is the record of how the metric was built.

A measure of profitability whose own architect concedes, under regulatory

questioning, that a recurring operating cost had been added back to flatter it — and

then quietly revises the definition — is not a sturdy foundation for a premium

multiple. The number that sets pay and tests the covenants is the number most

subject to revision.
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Risk-adjustment economics require long-horizon forecasting and delayed payer

reconciliation

Medical reserves are only one estimate in Astrana's profit stack. A former Director of Quality

Strategy & Operations described risk adjustment as a “big revenue source” built on multi-year

lookbacks, payer incentive programs, and late reimbursement corrections.

The same executive described AI-assisted review of one- to three-year-old clinical notes to

surface diagnoses for provider recapture. We do not infer that those diagnoses were improper;

the described workflow routed potential diagnoses back to providers for discussion or

documentation. The earnings-quality point is narrower: another material revenue line depends

on management forecasts, provider behavior, payer acceptance, and ultimate reimbursement

and reconciliation can remain uncertain well after the underlying performance period.

Reserves estimate the cost. Risk adjustment estimates the revenue. ACO and

risk-pool receivables estimate the settlement. Adjusted EBITDA then decides

which misses investors should ignore.

Recent quarters: adjusted earnings remained 2.0x–2.6x GAAP EPS

The pattern held in Q2 2026 (adjusted EPS $0.80 against GAAP $0.40, detailed below) and

was clearest in the print that re-rated the stock. In its first quarter of 2026 (reported May

2026), the number Astrana led with — and the one the market paid for — was adjusted EPS of

$0.74, up 76%, and adjusted EBITDA of $66.3 million, up 82%. On a GAAP basis the same

I N T E R V I E W  C O R R O B O R AT I O N  ·  F O R M E R  A S T R A N A  D I R E C TO R ,  Q U A L I T Y S T R AT E G Y &

O P E R AT I O N S  ·  E X P E R T - N E T W O R K I N T E R V I E W

“ “When we are forecasting three years out, six years out, it poses issues for our

finance... It has been an ongoing struggle.” ”
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quarter earned $0.29 per share. The headline investors rallied on is 2.6x the GAAP result —

and the market paid for the headline: ASTH rose +9.0% in the session after the May 7 print.

Here is how the company gets from one to the other:

The full Q1 2026 net-income-to-Adjusted-EBITDA reconciliation is in Appendix C.

Source: Astrana Q1 2026 results (Form 8-K, May 2026), reconciliation of net income to Adjusted EBITDA.

The two discretionary add-backs — stock compensation ($9.9 million, a real and recurring cost)

and the “Other, net” bucket ($10.65 million) — together lift EBITDA 43% above the

unadjusted figure. Per the company's footnote, “Other, net” includes “an allowance on

receivables that the Company plans to recover from the payer,” post-acquisition integration costs,

and severance. The company does not disclose how much of the $10.65 million is the

allowance, which payer owes the balance, how old it is, the contractual basis for recovery, or

whether it has since been collected. GAAP recognized a reduction in the expected value of a

receivable; management then excluded that charge from both Adjusted EBITDA and adjusted

EPS because it expects recovery. That is a specific, falsifiable earnings-quality judgment — not

proof that the receivable is uncollectible.

Astrana asks investors to accept management judgment twice: first when the

company estimates the receivable's collectible value under GAAP, and again when it

tells investors to ignore the resulting allowance in adjusted earnings because

management expects a future recovery.

The payer-receivable add-back is now a quantified, falsifiable test

The balance-sheet composition adds context, but it does not identify the allowance.

Receivables plus other receivables increased $94.6 million during Q1 2026. Of that increase,

$84.6 million — 89.4% — came from ACO receivables, which Astrana describes as amounts

due from CMS under ACO REACH and MSSP. Fee-for-service receivables fell, while capitation

and related-party receivables rose more modestly.
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TA B L E  8  ·  Q 1  2 0 2 6  R E C E I VA B L E  C O N C E N T R AT I O N  —  PAY E R  A  N E A R LY E Q UA L S  T H E  AC O

B A L A N C E  ( $ M )

METRIC 12/31/2025 3/31/2026 CHANGE

Total receivables + other receivables $400.850 $495.412 +$94.562

ACO receivables $109.777 $194.327 +$84.550

Implied Payer A balance $109.833 $194.202 +$84.369

Implied Payer A less ACO receivables $0.056 −$0.125 −$0.181

Source: Astrana Q1 2026 Form 10-Q, receivables table and payer-concentration disclosure; GlassHouse calculations. Payer A

represented 27.4% of receivables plus other receivables at year-end and 39.2% at Q1. Applying those percentages produces

implied balances within approximately $0.1 million of disclosed ACO receivables at both dates.

The near-exact match strongly suggests that Payer A is CMS or the company's ACO payer

category. It also indicates that almost all of Payer A's sequential receivable increase

corresponds with the ACO build. But Astrana does not formally identify Payer A, and the filing

does not connect the allowance to ACO receivables. The allowance could relate to a commercial

plan, capitation, fee-for-service claims, a stop-loss reimbursement, a seller-related receivable, or

another payer balance.

The concentration nevertheless deserves a direct explanation. Based on the company's

disclosed percentages, implied Payer A quarterly revenue was approximately $205.3 million in

Q1 2025 and $201.7 million in Q1 2026 — roughly flat — while its implied receivable balance

increased approximately $84.4 million sequentially. That divergence may be normal annual

settlement timing: Astrana says current-performance-year ACO settlements are generally paid

in the following fiscal year. It is therefore context, not evidence of noncollection.

There is precedent for excluding expected payer recoveries. Astrana's FY2024 “Other, net”

adjustment included anticipated recoveries from one-time losses relating to third-party payer

payments associated with the CHS transaction, again without separately quantifying the recovery

component. We did not locate a later public disclosure clearly confirming whether and when

that anticipated recovery was collected. This does not establish a pattern of failed collections; it

establishes that Q1 2026 is not the first time adjusted earnings have excluded a payer-related

loss based on an expected future recovery.
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The test is binary enough to monitor. Prompt collection, reversal of the

allowance, and no recurring add-back would resolve the concern. Continued

concentration, repeated exclusion from adjusted results, a payer dispute, or a later

write-off would strengthen it. Until Astrana discloses the allowance amount and

collection status, the $10.65 million bucket is an unresolved quality-of-earnings

issue — not a concluded credit loss.

Even the GAAP figure was flattered. Net income for the quarter was $13.1 million, but the

amount attributable to Astrana was higher — $14.4 million — because the non-controlling

interests posted a loss that quarter, lifting the shareholders' share. Because the structure's

allocation between non-controlling interests and shareholders can swing reported attributable

income, a quarter in which the non-controlling interests absorb a loss flatters the per-share

figure rather than reflecting underlying strength. Favorable prior-year reserve development of

roughly $5.2 million was about 36% of attributable net income, and the revenue mix shifted

toward lower-quality lines: management fee income jumped from $2.3 million to $15.7 million

and fee-for-service more than doubled (up 154%), while the higher-margin risk-pool settlement

line actually fell.

We do not dispute that the business grew — GAAP profit rose and the quarter

produced real operating cash. Our point is narrower: the figure that re-rated the

stock is more than double the GAAP result, and to reach it the company added

back stock compensation, an unquantified GAAP receivable allowance

management expects to recover, and acquisition “integration” costs — then

booked a share of profit flattered by a loss at the non-controlling interests.

The second quarter repeated the pattern. Adjusted diluted EPS was a record $0.80 against

GAAP diluted EPS of $0.40 — 2.0x, narrower than Q1’s 2.6x — and for the second consecutive

quarter the non-controlling interests posted a loss, so attributable net income ($19.7 million)

again exceeded consolidated ($18.5 million). “Other, net” was $4.8 million in Q2 and $15.5

million for the half, against a full-year guide of $9 million — which requires a negative second

half.
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5 What Forces the Re-Rating

The short does not require one estimate to fail spectacularly. It requires Astrana's

many management estimates to converge with cash and GAAP earnings. Over the

next several quarters, reserve development, ACO settlements, payer collections, risk-

pool receivables, acquisition economics, and non-GAAP add-backs should become

observable. That is when subjectivity either turns into cash — or into revisions.

A short thesis needs catalysts — concrete reasons the market reassesses. This one has a calendar

— a sequence of dated tests over the next twelve months, each of which pressures a specific

section of the bull case.

The catalysts are dated and sit close together. The Prospect purchase-price allocation was

finalized as of June 30, 2026, closing the goodwill route for acquisition-date revisions; Q2,

reported in August, carried $38.3 million of gross favorable development, and Q3 (~Nov) is the

first full quarter after finalization. Into 2027 the pressure compounds: California’s Medi-Cal

cuts phase in; finalized 2027 Medicare rates take effect January 1 (including the −1.53%

sources-of-diagnoses exclusion); the FY2026 10-K brings E&Y’s second internal-control

opinion (~Feb–Mar); and the credit-agreement leverage covenant steps down from 5.00x to

4.50x for the quarter ending March 31. The full catalyst calendar, with the mechanism behind

each date, is in Appendix G.

Catalyst dates reflect company guidance and SEC filings, except the Medi-Cal schedule, which reflects California's Budget

Act of 2025 (SB 101 / AB 102) and Health Omnibus Trailer Bill (AB 116) and the Department of Health Care Services

Medi-Cal program-change notices, together with the federal One Big Beautiful Bill Act (H.R. 1, July 2025).

The near-term catalysts are about estimate normalization — whether favorable

development fades and the Medicaid headwind lands in the 2026 prints. The

structural catalysts — a second adverse control opinion and the 2027 covenant

step-down — are about the bull case running out of room. Either path closes the

gap between adjusted and GAAP earnings; they simply do it on different clocks.
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The deleveraging is slower than the headline

The market has rewarded a deleveraging story — management guides to “net leverage below

2.0x” by the end of 2026, and the stock has rallied on it. A simple balance-sheet calculation

deducting all cash produces approximately 2.14x using public trailing adjusted EBITDA,

against management’s separately reported 2.26x; the definitions have not been reconciled. The

covenant that governs default nets far less. The credit agreement defines the binding ratio on

“Consolidated Total Net Debt” — total debt minus “Qualified Cash” — and caps the cash that

can be netted at $100 million. It goes further: cash reserved for “incurred but not reported”

claims — the medical-liability float — is expressly excluded from Qualified Cash. On the measure

the banks use, most of the cash on the balance sheet cannot reduce leverage at all.

TA B L E  9  ·  T WO  D E F I N I T I O N S  O F T H E  S A M E  B A L A N C E  S H E E T  ( Q 2  2 0 2 6 )

  INVESTOR “NET LEVERAGE” CREDIT-AGREEMENT COVENANT

Total debt ~$948M ~$948M

Cash netted

against debt
all ~$401M capped at $100M (IBNR float excluded)

Net debt ~$547M (company-reported: $579M) ~$848M (illustrative)

Leverage

2.26x company-reported; 2.14x on

balance-sheet net debt ÷ public TTM

adjusted EBITDA (GlassHouse)

~3.3x illustrative covenant-style

sensitivity; actual contractual ratio not

independently reconstructed

Source: Second A&R Credit Agreement (Feb 2025), definitions of Consolidated Total Net Debt and Qualified Cash; Q2

2026 10-Q balance sheet (total debt $948.3M after $92M retired in the quarter; cash $400.8M). Company net leverage and

net debt per the August 6, 2026 call. Covenant column is an illustrative sensitivity using trailing-twelve-month adjusted

EBITDA of ~$256M (author calculation from reported figures) and an assumed $100M of qualified cash; the agreement’s

Consolidated EBITDA is a defined term we have not reconstructed, so the actual compliance ratio is not shown.
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Because nettable cash is capped at $100 million, additional cash stops reducing

covenant net debt once the cap is reached — from there, only repaying debt or

growing the agreement’s Consolidated EBITDA delevers the covenant. The “<2.0x”

the market pays for nets a float of other people's claims money. We have not

reconstructed the contractual ratio, which uses the agreement’s own EBITDA

definition; on an illustrative covenant-style sensitivity using public adjusted

EBITDA it sits near 3.3x. The finding is that investor and lender definitions

diverge; the binding number is the company’s to disclose.

The nearest-dated of these tests is Medi-Cal.

The company's own filings now blackline the same cliff. Between the FY2024 and FY2025 10-

Ks, Astrana added two new Medicaid risk factors absent the year before: that capitation rates

“may be insufficient to fully cover our medical care costs” as increases fail to keep pace with

medical-cost trend, and that federal changes — specifically the One Big Beautiful Bill Act

(signed July 4, 2025), with its Medicaid work-requirement pilots, tighter provider-tax rules, and

potential funding cuts — could harm the business. The reimbursement risk is no longer only

our framing or a downside slide; it is newly enumerated in the company's own risk factors, even

as management publicly frames the headwinds as manageable. A former senior Astrana

executive we interviewed put it more bluntly — calling the Medi-Cal rollback the company's

single biggest near-term risk and pegging the potential coverage loss well above management's

guide, on the order of 30% of the Medi-Cal book, as California's January 2026 enrollment

freeze and the federal cuts work through a population concentrated in Astrana's Los Angeles

core. We hold management's own 10–15% as the disciplined number; the distance to the

insider's estimate is itself the risk. A separate, current development changes the shape of the

exposure rather than its size: DHCS guidance now states that, beginning January 1, 2027,

specified immigration-status groups will move from Medi-Cal managed care into fee-for-

service while coverage continues. That is not a loss of insurance; it is a change of payment

channel, which matters to a capitated model. We assign no revenue or profit effect — the

member count and capitation exposed are not disclosed, and we do not infer them from the

composition of Astrana's population.
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The Medicare side: 60% of the revenue, and a finalized 2027 drag

The Medicaid cliff above is the headwind management talks about. The larger exposure is the

one it declines to quantify. Medicare — Medicare Advantage capitation plus full-risk Medicare

FFS — was $1,906.2 million of 2025 revenue, 59.9% of the company, by Astrana's own

payer-type disaggregation. The Medicare Advantage capitation within it is risk-adjusted —

CMS pays more for sicker-documented members — and the original-Medicare ACO economics

run through a different mechanism; and Astrana's 10-K lists “proper medical coding, resulting

in improved Risk Adjustment Factor” among its core capabilities. The model that sets those risk

scores, the CMS-HCC “V28” revision, completed its three-year phase-in with calendar 2026 —

meaning the 2026 guidance year the rest of this report tests is also the first year of fully

phased-in V28 scores. The FY2025 10-K does not mention V28 by name.

Management’s response is the tell. The FY2025 10-K addresses the 2027 Advance Notice

directly and asserts that the risk-adjustment model changes will be “materially less significant

for Astrana than for the broader Medicare Advantage market” — with no number and no

method. On the August 6 call the CEO supplied the basis: Astrana’s risk scores run at

approximately 1.0, below the Medicare Advantage average, and the company would look to

capture and code more. That is a claim of below-average exposure to a rule aimed at coding,

paired with a stated intention to code more. The company has engaged the question and

declined to quantify it.

Medicare generated 60% of 2025 revenue, but Astrana does not disclose how much

of that total is Medicare Advantage capitation directly exposed to V28 and the

finalized 2027 diagnosis-source changes.

Then came the 2027 cycle. CMS's January 26, 2026 Advance Notice proposed a near-zero

+0.09% net payment update — against +5.06% in 2026 — alongside a recalibrated risk model

and the exclusion of diagnoses sourced only from unlinked chart-review records. The April 6,

2026 final Rate Announcement retreated on the recalibration, lifting the net update to +2.48%.

But two modifications survived to final: the sources-of-diagnoses exclusion, a −1.53% drag,

and the normalization factor, a further −1.12% — CMS dropped the recalibrated model, so this

surviving drag is normalization alone. These are no longer proposals. The exclusion applies to

■ ASTRANA HEALTH: POOR PROSPECTS @GlassH_Research

ASTRANA HEALTH, INC. (NASDAQ: ASTH) www.glasshouseresearch.com

42



diagnoses drawn only from chart-review records not linked to an encounter, with an exception

for beneficiaries switching plans; it does not exclude all retrospective review. Whether Astrana’s

documentation relies on the excluded category is not disclosed — the company advertises

coding as a capability without describing its diagnosis-source mix. In a full-risk capitation

model a risk-score-driven revenue decline arrives with the member's medical costs unchanged,

so it pressures margin before mitigation — though provider sharing, downstream compensation

and contractual adjustments absorb part of it. Astrana does not disclose the Medicare

Advantage capitation pool to which the finalized adjustments apply, so we do not put a dollar

figure on the exposure. The relevant denominator is that undisclosed MA capitation base, not

all Medicare-related revenue; against reported 2025 net income attributable of $22.5 million,

it is a gross revenue sensitivity the company should disclose.

We are calibrated. CMS softened once between proposal and final and could again; and if

Astrana's documentation runs through linked encounters, its exposure could be at or below

industry average, exactly as management claims — the burden of showing that sits with the

company, which has asserted it and declined to show it. On audit risk we are equally careful: the

RADV wave targets the upstream plans, not Astrana, and the acquired Prospect Health Plan is a

restricted Knox-Keene licensee, not a direct CMS contract holder. Whether upstream plans can

push RADV recoupments down through the contracts Astrana inherited — where the

bankruptcy architecture leaves no recourse backward — is a question we put to management,

not a liability we assert.

The covenants were loosened to make room for the debt

To absorb the Prospect debt, Astrana moved from its 2024 facility to the February 2025

Second Amended and Restated Credit Agreement — and the financial-maintenance covenants

were relaxed materially in the same move: the leverage ceiling was raised from 3.75x to 5.00x

and the interest-coverage floor cut from 3.25x to 2.50x. The report identifies no disclosed

covenant breach. We have not independently reconstructed Astrana’s contractual compliance

ratio; the 3.3x figure in Table 9 is an illustrative sensitivity using public adjusted EBITDA. But

the headroom was engineered, the threshold steps back down in 2027, and the cushion is

measured against the agreement's defined Consolidated EBITDA, which shares the add-backs

doing more and more work in adjusted EBITDA (Section 4). A Medicaid-pressured 2027 is

when this tightens; the full walk is in Appendix B.
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Questions Astrana Must Answer

Astrana's reported profit depends on estimates investors cannot independently

reconstruct from current disclosures. The next twelve months should force several of

those estimates to reconcile to cash, settlements, and subsequent development.

Investors should ask:

Reserve-development bridge: Reconcile the $38.3 million of Q2 2026 gross favorable

prior-period claims development to its net pre-tax earnings effect, including associated

revenue, stop-loss, and provider-sharing adjustments. Which amounts arose from Prospect,

legacy Astrana, CHS, and ACO populations, and where is the $15 million ACO REACH

adjustment reflected?

ACO conversion: Can Astrana bridge the $120.4 million of gross 2024 ACO savings to net

shared savings, provider distributions, revenue recognized, ending receivables, cash

collected, and profit retained by Astrana?

Payer receivable: How much of the $10.65 million Q1 “Other, net” adjustment was the

receivable allowance; which receivable category and payer did it relate to; how old was the

balance; what contractual basis supports recovery; and how much has been collected since

March 31?

Prospect economics: What were Prospect's standalone post-close medical-cost trend,

operating margin, and cash conversion excluding purchase-accounting adjustments and

prior-period reserve development?

Medi-Cal channel transition: How many members and how much capitation revenue

move from Medi-Cal managed care to fee-for-service on January 1, 2027, and what

economics would Astrana retain?

AHMC bridge: What explains the AHMC-related claims-expense increase by membership,

admissions, inpatient days, acuity, service mix, and contractual unit rate?

ACO REACH transition: Have Astrana's REACH ACOs applied for or been selected into

the LEAD model, and under which risk option and financial-guarantee structure?

Control remediation: What specific design, testing, and operating-effectiveness work has

been completed to remediate the business-combination material weakness, including the

acquired working-capital and purchase-price-allocation controls?

Organic growth: What was same-platform organic revenue growth excluding acquisitions,

acquisition annualization, payer-rate changes, and partial-to-full-risk conversions?
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Conclusion
Two facts cut against us and belong here rather than in an appendix. On the company’s own

pro forma base, first-half 2026 net income attributable was $34.2 million against $12.0 million

a year earlier, even as revenue on that base was flat. And the deleveraging is real: $103.9 million

of debt was repaid in the first half with acquisitions paused, and cash after acquisition spending

ran positive. The short has to survive those facts, and we think it does — because the same half-

year carried $43.5 million of gross favorable reserve development the company has not

bridged to net earnings.

Astrana's defining earnings-quality issue is the amount of management subjectivity embedded

in reported profit. Claims reserves, purchase-accounting marks, ACO settlements, risk-pool

receivables, credit-loss allowances, VIE attribution, and non-GAAP exclusions each require

judgments investors cannot reconstruct from the filings. Each may be defensible alone.

Together they make GAAP profit a thin and highly adjustable residual.

The Prospect deal sits at the center: $674.9 million for a business whose claims expense was

already growing more than twice as fast as revenue and whose operating cash flow had turned

negative before close, then remeasured through provisional purchase accounting in a year when

business-combination controls were ineffective. We do not claim the opening reserve has been

proven overstated. We claim the deal created a spring-loading setup — ordinary reserve

development is material to earnings, the acquired marks moved through the measurement

period, and the first full post-finalization quarter reports in November. Underneath the

headline, the company's own pro forma shows 2025 revenue declining and net income

attributable of $1.2 million.

The thesis is falsifiable, and Appendix I sets out the risks to it — including the July 2026 ACO

results and the strong Q2 print. Clean reserve development, cash collection of the payer

allowance, control remediation, and rapid deleveraging would show that management's

estimates convert as promised. The Street is paying for predictable compounding. We are short

a company whose profit depends far more on management judgment than that valuation

implies.
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Appendix A — DMHC Standalone Solvency Data

The regulator says APC is solvent — but its published capital ratio has declined

We did the work the 10-K cannot show. APC (RBO ID 10021) files standalone quarterly and

annual financial surveys with California’s Department of Managed Health Care. Those filings

are public, and the results are unambiguous on the headline: APC meets all five DMHC

solvency grading criteria as of fiscal year-end 2025 — positive working capital, positive

Tangible Net Equity at all times, required cash-to-claims ratio, documented IBNR, and 100%

claims timeliness. No corrective action plan is required. We state that plainly.

But the trend beneath the pass/fail tells a quieter story:

TA B L E  1 0  ·  A P C  S TA N DA LO N E  S O LV E N CY —  D M H C  F I N A N C I A L  S U RV E YS  ( R B O  I D  1 0 0 2 1 )

PERIOD REL. WORKING CAPITAL REL. TNE CLAIMS % ALL MET?

FY2022 1.62x 4.87x — Yes

FY2023 1.51x 4.39x 100 Yes

FY2024 1.50x 2.95x 99 Yes

FY2025 1.48x 2.59x 100 Yes

Source: DMHC Financial Surveys Received (public). Relative TNE is the ratio as published in the Department’s Financial

Surveys, expressed here as a multiple; the RBO solvency criterion is positive TNE at all times, and there is no required-

minimum TNE multiple for RBOs. All five grading criteria met in every period.
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E X H I B I T  9  ·  A P C ’ S  P U B L I S H E D  R E L AT I V E - T N E  R AT I O  H A S  D E C L I N E D

1x

2x

3x

4x

5x 4.87x

FY2022

4.39x

FY2023

2.95x

FY2024

2.59x

FY2025

APC relative TNE, as published by DMHC Low point (FY2025)

Source: DMHC Financial Surveys Received, Allied Physicians of California (RBO ID 10021). All five solvency grading criteria met in every

period shown; no corrective action plan required.

APC's published relative-TNE ratio fell from 4.87x at FY2022 to 2.59x by

FY2025, and the low point coincides with the dividend decline from ~$62M to

~$26M. APC continued to meet all published DMHC solvency criteria in every

period; the ratio does not measure distance to regulatory failure, and we do not

present it as one. What it shows is a less capitalized structure in the same years the

dividend that funds the loan more than halved.

Appendix B — Covenants and the Deleveraging Walk

The covenants were loosened to make room for the debt

The clearest sign of how much this balance sheet had to stretch is in the credit agreement itself.

To absorb the Prospect debt, Astrana moved from its 2024 facility to the February 2025

Second Amended and Restated Credit Agreement — and the financial-maintenance covenants

were relaxed materially in the same move:

■ ASTRANA HEALTH: POOR PROSPECTS @GlassH_Research

ASTRANA HEALTH, INC. (NASDAQ: ASTH) www.glasshouseresearch.com

47



TA B L E  1 1  ·  C R E D I T - AG R E E M E N T  C OV E N A N T  B L AC K L I N E

COVENANT 2024 FACILITY FEB 2025 FACILITY

Max total net leverage 3.75x (temp 4.00x) 5.00x (→4.50x for the quarter ending March 31, 2027)

Min interest coverage 3.25x 2.50x

Source: FY2024 10-K (Amended Credit Agreement) and Q1 2026 10-Q (Second A&R Credit Agreement).

The leverage ceiling was raised by a third and the coverage floor dropped — and an earlier

amendment had already “updated the definition of Consolidated EBITDA to include

additional addbacks.” The report identifies no disclosed covenant breach. We have not

independently reconstructed Astrana’s contractual compliance ratio; the 3.3x figure in Table 9

is an illustrative sensitivity using public adjusted EBITDA. But the headroom was engineered,

the threshold steps back down in 2027, and the cushion is measured against the agreement's

defined Consolidated EBITDA, which shares the add-backs doing more and more work in

adjusted EBITDA (Section 4). A rising-rate, Medicaid-pressured 2027 is when this tightens — a

dated vise, not an imminent trip.

And the covenants were not loosened in a vacuum. The metrics they govern were moving the

wrong way at the same time: over three years gross leverage nearly tripled and interest coverage

more than halved, driven by the debt taken on to fund the acquisition spree — Prospect above

all.

TA B L E  1 2  ·  L E V E R AG E  RO S E  A N D  C OV E R AG E  F E L L  A S  T H E  C OV E N A N T S  W E R E  R E L AX E D

METRIC FY2023 FY2024 FY2025

Total debt ~$282M $438.1M $1,052.2M

Adjusted EBITDA $146.6M $170.4M $205.4M

Gross leverage (debt ÷ adj. EBITDA) ~1.9x 2.6x 5.1x

Interest expense $16.1M $33.1M $49.9M

Interest coverage (adj. EBITDA ÷ interest) 9.1x 5.1x 4.1x
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Source: FY2024 and FY2025 10-Ks — debt footnotes, income statements, and Adjusted EBITDA reconciliations; FY2023

debt is total debt including current maturities (~$282M); the ~$259M noncurrent balance is after current maturities and

unamortized financing costs. Gross leverage uses reported Adjusted EBITDA; the binding covenant is net leverage measured

on the agreement’s defined Consolidated EBITDA, which we have not reconstructed; an illustrative covenant-style

sensitivity on public adjusted EBITDA sits near 3.3x. Over the same window the leverage ceiling was raised from 3.75x to

5.00x and the interest-coverage floor cut from 3.25x to 2.50x.

Every metric the covenants govern deteriorated as the covenants themselves were relaxed to

accommodate it: the loosening tracked the erosion rather than creating headroom out of

strength.

Appendix C — Guidance Reconciliation and Returns on
Capital

TA B L E  1 3  ·  Q 1  2 0 2 6  —  F RO M  N E T  I N C O M E  TO  “A D J U S T E D  E B I T DA”  ( $  T H O U S A N D S )

RECONCILIATION Q1 2026

Net income 13,131

+ Interest expense (doubled YoY on Prospect debt) 16,101

− Interest income (3,816)

+ Income taxes 6,578

+ Depreciation & amortization (more than doubled YoY) 15,479

EBITDA 47,473

− Equity-method income (1,720)

+ “Other, net” (receivable allowance, integration, severance) 10,650

+ Stock-based compensation 9,895

Adjusted EBITDA 66,298
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Their own guidance tells the same story

One quarter is an anecdote; the multi-year guidance record is the pattern. In 2024,

management raised revenue guidance three times — from $1.65–1.85B to a final $1.95–2.03B

— while cutting EPS guidance from $1.28–1.52 to $1.06–1.19. Revenue then beat the top of

the raised range; EPS came in at $0.90, below the bottom of even the cut range. They guided

as much as $1.52 of EPS in February and delivered $0.90.

TA B L E  1 4  ·  G U I DA N C E  V S .  D E L I V E R E D  —  T H E  M E T R I C  T H AT  B E AT S  A N D  T H E  M E T R I C  T H AT

M I S S E S

YEAR REVENUE DILUTED EPS ADJUSTED EBITDA

FY2024

(guide →
actual)

raised to $1.95–2.03B

→ $2,034.5M (beat)

$1.28–1.52, cut to

$1.06–1.19 → $0.90

(missed)

$165–185M, narrowed to $165–

175M (Nov. 2024) → $170.4M

(met)

FY2025

(guide →
actual)

$3.10–3.18B →

$3,181.8M (met)
not guided → $0.46 $200–210M → $205.4M (met)

Source: Astrana/ApolloMed quarterly guidance (8-K press releases, 2024–2025) and reported actuals.

The most telling move came after the 2024 miss: for 2025 the company dropped GAAP net

income and EPS from its headline guidance, keeping a net-income range only inside the non-

GAAP reconciliation — then hit both while GAAP EPS fell to $0.46. The headline moved to the

measures the company could make. Revenue and Adjusted EBITDA beat or meet; the bottom

line misses or disappears from guidance. That is the entire thesis of this section, told through

the numbers the company chose to put in front of investors.

Reported returns on the enlarged capital base have declined

Strip out the estimates and the add-backs and ask the simplest question: what is the capital

earning? Less each year on this illustrative measure — with the caveat that the 2025 figure sets

year-end capital, including the full Prospect balance sheet, against only six months of Prospect

operations, which understates the run-rate. Operating income peaked in 2022 at $104 million;

it rose modestly in 2024 before falling to $79 million in 2025, below the 2022 level — even as

revenue nearly tripled. That is reverse operating leverage. Set the after-tax operating profit

against the capital deployed to generate it:
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TA B L E  1 5  ·  R E T U R N  O N  I N V E S T E D  CA P I TA L

FY2023 FY2024 FY2025

NOPAT (operating income, ~25% tax) ~$63M ~$67M ~$59M

Invested capital (debt + equity) $896M $1,151M $1,832M

ROIC ~7.1% ~5.8% ~3.2%

Source: FY2025 10-K income statement and balance sheet. NOPAT normalizes the noisy effective rate to ~25% (using the

reported effective rates of 35.5%, 38.2%, and 39.2% makes ROIC lower; the 25% rate is an author assumption); invested

capital is total debt plus equity attributable to Astrana. Including non-controlling interests and the APC mezzanine deficit

gives ~9.2% / 7.0% / 3.7% — the same downward path; third-party services compute ~3.9% on average capital.

E X H I B I T  1 0  ·  R E P O RT E D  R E T U R N  O N  I N V E S T E D  CA P I TA L  H A S  D E C L I N E D
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7.1%

FY2023

5.8%

FY2024

3.2%

FY2025

Return on invested capital

Source: Astrana FY2025 10-K. NOPAT (operating income, ~25% normalized tax) ÷ invested capital (debt + equity attributable).

Appendix D — Source Map
Every analytical claim in this report traces to a source or a disclosed author calculation. The

map below separates audited filings, other SEC filings, regulatory records, company assertions,

interview corroboration, and author calculations so readers can distinguish hard evidence from

context and interpretation.
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Figures verified against Astrana's FY2024 Form 10-K (filed March 14, 2025), FY2025 Form 10-K (filed March 12, 2026), the Q3

2025 and Q1 2026 Forms 10-Q, and public updates through September 15, 2026, including the Q2 2026 Form 10-Q filed August 10,

2026 and the investor presentation furnished September 15, 2026, including the medical-liabilities roll-forward, the Prospect purchase-

price allocation, the Item 9A internal-control disclosures and auditor attestation, and the 2024 ACO-performance update. Recent price is

the September 16, 2026 close; short-interest and days-to-cover data reflect the FINRA August 31, 2026 settlement date (6.6% short

interest, 7.1 days to cover). Interview excerpts are identified by source and timestamp; the report’s financial conclusions remain grounded

in filings and regulatory records. The expert-network excerpts cover calls conducted through July 10, 2026.

Evidence taxonomy. Audited filing = audited annual financial statements or the

auditor's report; SEC filing = quarterly reports, proxy statements, 8-Ks, filed

agreements, and Section 16 reports; Regulatory record = CMS, DMHC, HCAI,

OHCA, or other government data; Company assertion = press release, investor

deck, or earnings-call statement; Interview corroboration = former-employee

context that is not used as primary proof; Author calculation = arithmetic derived

from cited records.

TA B L E  1 6  ·  S O U RC E  M A P —  C L A I M  TO  P R I M A RY S O U RC E

CLAIM EVIDENCE TYPE PRIMARY SOURCE FILING & DATE WHERE TO FIND IT

2025 revenue $3.18B; GAAP net income $22.5M
attributable; diluted EPS $0.46

Audited filing Astrana FY2025 10-K filed Mar 12, 2026 Consolidated statements of
operations

FY2025 pro forma revenue −3.5% ($3.95B → $3.81B);
pro forma net income attributable $1.2M

Unaudited pro forma
(in 10-K) + author
calculation

FY2025 10-K filed Mar 12, 2026 “Unaudited Pro Forma
Financial Information” note

Q1 2026 revenue $965.1M (+56%); Prospect
contributed $300.2M of consolidated revenue

SEC filing Q1 2026 10-Q filed May 8, 2026 MD&A — revenue

Q1 2026 pro forma growth ~3.8% (Q1 2025 pro forma
base $929.3M)

Unaudited pro forma
(in 10-Q) + author
calculation

Q1 2026 10-Q filed May 8, 2026 Pro forma financial information
note

Adjusted EBITDA $205.4M, ~9x GAAP net income
attributable; adjusted net income ~4.8x; add-back
composition

Management non-
GAAP reconciliation
(in 10-K)

FY2025 10-K filed Mar 12, 2026 Adjusted EBITDA
reconciliation (MD&A)

Q1 2026 $10.65M “Other, net” add-back included an
unquantified payer-receivable allowance, integration
costs, and severance; same amount used in adjusted
EPS reconciliation

SEC filing Q1 2026 10-Q filed May 8, 2026 Non-GAAP reconciliations and
“Other, net” footnote

Q1 2026 receivable bridge: total receivables +$94.6M;
ACO receivables +$84.6M; Payer A implied balance
nearly equals ACO receivables

SEC filing + author
calculation

Q1 2026 10-Q filed May 8, 2026 Receivables table and payer-
concentration disclosure

FY2024 “Other, net” included anticipated recoveries
from third-party payer payments associated with CHS

Company filing /
assertion

FY2024 results and
FY2024 10-K
reconciliation

filed Mar 14, 2025 Adjusted EBITDA
reconciliation and footnote

Executive pay on revenue (50%) + Adjusted EBITDA
(25%); 200% payouts; peer group

SEC filing DEF 14A proxy
statements

filed Apr 2025 & Apr
2026

Compensation Discussion &
Analysis

Favorable prior-period reserve development $7.6M
(2025); reserve sensitivity

Audited filing + author
calculation

FY2025 10-K filed Mar 12, 2026 Medical-liability roll-forward

Peer DCP: agilon 54.7 days (FY2025), vs. Astrana 64.7
days

Audited filing + author
calculation

agilon health FY2025 10-
K

filed Feb 2026 Medical claims & related
payables rollforward; ending
payable ÷ total incurred × 365
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CLAIM EVIDENCE TYPE PRIMARY SOURCE FILING & DATE WHERE TO FIND IT

1H 2026 favorable prior-period development $43.5M; Q2
2026 ~$38.3M (six months less Q1); 141% of Q2 pre-tax
income

SEC filing + author
calculation

Q2 2026 10-Q; Q1 2026
10-Q

filed Aug 10, 2026 Note 7 — medical-liabilities roll-
forward (six-month); Q2
income statement

Prospect PPA finalized: medical liabilities $122.0M; total
assumed liabilities +$20.2M, goodwill +$19.3M, medical
liabilities −$2.1M; final goodwill $462.1M

SEC filing Q2 2026 10-Q filed Aug 10, 2026 Note 3 — business
combination and goodwill

AHMC Q2 2026: revenue $5.5M, claims expense
$64.3M, net $(58.7M); risk-pool receivable $49.4M

SEC filing Q2 2026 10-Q filed Aug 10, 2026 Note 12 — related-party
transactions

Prior-period development “immaterial” on net; offsets
“revenue, stop loss, provider share”; $15M ACO REACH
anomalous-billing adjustment

Company assertion Q2 2026 earnings call Aug 6, 2026 Q&A (Barclays; TD Cowen
questions)

Q2 2026 vs. pro forma base: revenue −1.1% (Q2) /
+1.3% (1H); net income attributable $19.7M vs $10.2M
pro forma (Q2), $34.2M vs $12.0M (1H)

SEC filing + author
calculation

Q2 2026 10-Q filed Aug 10, 2026 Note 3 — unaudited pro forma
financial information

Q2 2026 net leverage 2.26x; $92M debt retired; adjusted
EBITDA guide raised to $255–280M; “Other, net” guide
$9M vs 1H actual $15.5M

Company assertion /
SEC filing

Q2 2026 press release (8-
K Ex. 99.1); call

Aug 6, 2026 Guidance reconciliation;
prepared remarks

Medical-liability roll-forward ($209M → $335.7M →
$439.3M)

SEC filing FY2025 10-K; Q1 2026
10-Q

Mar / May 2026 Medical liabilities note

IBNR reserve and the $123.5M acquired member-
relationships intangible as the two FY2025 Critical Audit
Matters

Audited filing EY audit report (in
FY2025 10-K); Note 5
intangible additions

filed Mar 12, 2026 Auditor’s report — CAM

Adverse internal-control opinion (ICFR not effective;
business-combination weakness)

Audited filing / SEC
filing

FY2025 10-K; EY
attestation

filed Mar 12, 2026 Item 9A; auditor’s internal-
control report

July 13 appointment of former EY partner Vishal Gupta
to lead enterprise transformation, including financial
reporting and controls

Company assertion Astrana official press
release

Jul 13, 2026 Leadership-team
announcement

Risk-factor escalation (controls 2022→2025; new
Medicaid / OBBBA factors)

Audited filing / SEC
filing

FY2022–FY2025 10-Ks 2023–2026 Item 1A — Risk Factors

Prospect purchase-accounting marks; ~$124M acquired
medical liabilities (provisional)

SEC filing 8-K/A; FY2025 10-K; Q1
2026 10-Q

2025–2026 Business-combination notes

Prospect pre-close deterioration: revenue +9.6%, claims
expense +23.3%, operating income −45.2%, OCF
+$10.7M → −$33.4M

Primary record /
author calculation

Prospect acquired-
business financial
statements

filed Mar 2026;
periods ended Jun
30, 2025 / 2024

Statements of operations and
cash flows

Prospect pre-close estimate dependence: $24.7M
favorable claims development and $17.4M positive risk-
adjustment revenue

Primary record /
author calculation

Prospect acquired-
business financial
statements

filed Mar 2026; nine
months ended Jun
30, 2025

Medical-claims roll-forward and
revenue notes

AP-AMH / Astrana Medical $545M loan; 10% interest,
10.75% PIK step-up, non-prepayable

Audited filing / SEC
filing

FY2023 & FY2025 10-Ks;
2019 Certificate of
Determination

2019; 2024–2026 “Excluded Assets” / related-
party notes

APC Series A preferred dividends $58M / $62M / $26M
(2023–2025)

Audited filing / SEC
filing

FY2025 10-K filed Mar 12, 2026 Equity / related-party note

APC standalone solvency; published relative-TNE ratio
4.87x → 2.59x (FY2022–FY2025); all criteria met
(positive TNE required)

Regulatory record California DMHC —
Financial Surveys

RBO ID 10021 Financial Surveys Received
(non-SEC)

AHMC-related expense (primarily claims) $20M →
$166M; $(144.2M) net disclosed related-party flow in
2025

Audited filing + author
calculation

FY2025 10-K; Q1 2026
10-Q

Mar / May 2026 Related-party transactions
note

AHMC net-patient-revenue denominator Regulatory record California HCAI facility
financial data

FY2024 reporting
year

Hospital annual financial
disclosure (non-SEC)

Total debt $1.05B; interest expense $16.1M / $33.1M /
$49.9M

Audited filing FY2024 & FY2025 10-Ks 2025–2026 Debt footnote; statements of
operations

Covenant leverage 3.75x→5.00x; coverage
3.25x→2.50x; $100M qualified-cash cap

SEC filing Amended & Second A&R
Credit Agreements

2024 / Feb 2025 Covenant definitions (filed
exhibits)

Reported FCF vs. after acquisitions; acquisition outflows
$548.6M / $146.3M

Audited filing / SEC
filing

FY2025 10-K filed Mar 12, 2026 Consolidated statements of
cash flows

California FTB exam of 2019–2022; tax-structure risk
factor (since FY2023)

Audited filing / SEC
filing

FY2023–FY2025 10-Ks 2024–2026 Item 1A; income-tax note
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CLAIM EVIDENCE TYPE PRIMARY SOURCE FILING & DATE WHERE TO FIND IT

Payer-type revenue disaggregation; Medicare
$1,906.2M (59.9% of FY2025 revenue)

Audited filing FY2025 10-K filed Mar 12, 2026 Revenue note —
disaggregated revenue by
payer type

CEO pledge of 704,798 shares (44.6% of beneficial
ownership); Audit Committee approval

SEC filing DEF 14A filed Apr 17, 2026 Hedging Policy; beneficial-
ownership table fn. 6

Insider Form 4 record 2024–2026 (codes M/F; no
management open-market transactions)

SEC filing SEC EDGAR, CIK
0001083446

2024–2026 Section 16 ownership filings

Management: 2027 risk-adjustment changes “materially
less significant for Astrana than for the broader Medicare
Advantage market” (no figure); Q2 call: risk scores ~1.0,
intent to code more

Audited filing /
company assertion

FY2025 10-K; Q2 2026
call

Mar 12, 2026; Aug
6, 2026

Item 1, “Industry Trends”; Q&A

CY2027 MA Advance Notice (+0.09% proposed) and
final Rate Announcement (+2.48%; −1.53% sources-of-
diagnoses; −1.12% normalization)

Regulatory record CMS Jan 26 / Apr 6, 2026 cms.gov Advance Notice &
Rate Announcement (non-
SEC)

Prospect Health Plan: restricted Knox-Keene licensee;
plan-to-plan risk; ~100k enrollees; 5-county MA footprint

Regulatory record California OHCA MCN 2024-11-04-
1241

Material Change Notice (non-
SEC)

Management “mid-to-high teens organic grower” and
other call statements

Company assertion Astrana earnings-call
transcripts

Q1 2026 & prior Earnings-call transcripts (non-
SEC)

2024 ACO performance: $120.4M gross shared savings;
all eight ACOs generated net savings; A5450 ranked
seventh among 476 MSSP ACOs

Company assertion Astrana Form 8-K /
Exhibit 99.1 and official IR
release

Jul 13, 2026 2024 Performance Year
Highlights

Organic growth “is not as big of a focus” Interview
corroboration

Former Astrana strategy
and financial-operations
employee

Expert-network
interview

00:21:08

Acquired child-entity financials were difficult to reconcile
to parent statements

Interview
corroboration

Former Astrana strategy
and financial-operations
employee

Expert-network
interview

00:46:32–00:46:56

Prospect integration: key technology decisions
remained open; complete integration expected to take
time

Interview
corroboration

Former Astrana VP,
Clinical Transformation

Expert-network
interview

00:18:27–00:21:05

Rapid growth can obscure true medical-management
performance

Industry
corroboration

Former Chief Population
Health Officer, Regal
Medical Group

Competitor expert
interview

00:17:14–00:17:56

Astrana's San Gabriel global-risk model works because
of its strong AHMC relationship

Interview
corroboration

Former Astrana VP,
Corporate Compliance

Expert-network
interview

00:35:34

Loss of a hospital arrangement such as AHMC could
represent enterprise-level risk

Interview
corroboration

Former Astrana care-
delivery and strategy
operator

Expert-network
interview

00:29:20

Risk-adjustment forecasting over three to six years
creates finance challenges and late payer corrections

Interview
corroboration

Former Astrana Director,
Quality Strategy &
Operations

Expert-network
interview

00:24:27

Former Astrana VP involved in diligence said he did not
understand the rationale for the Prospect acquisition

Interview
corroboration

Former Astrana VP,
Corporate Compliance

Expert-network
interview

00:31:33–00:31:47

SEC filings are available on EDGAR; DMHC surveys via the Department of Managed Health Care “Financial Surveys

Received” portal; HCAI hospital financials via California HCAI; the Prospect docket via the bankruptcy court (PACER).

Filing dates are as filed; quarter periods are written Q1 2026. Interview excerpts are used as corroborative operating context;

no interview is used as a substitute for the cited financial statement, regulatory record, or calculation.
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Appendix E — The Related-Party Ledger

E X H I B I T  1 1  ·  T H E  R E L AT E D - PA RTY L E D G E R  —  W H AT  I S  D I S C LO S E D  I S  T H E  F LO O R

R E L AT E D  PA RTY ·  I N S I D E R  T I E 2 0 2 5  F LOW  ( R E L AT I V E  S CA L E ) 2025 Q1 2026

AHMC Healthcare
A director is AHMC Senior EVP

$165.7M $45.6M

APC board members
Provider services — incl. dual Astrana/APC officers

$21.1M $5.0M

APC (consolidated VIE)
Share repurchase — 300k sh @ $35.17

$10.6M —

Equity-method investees
Management fees / provider services

$6.1M $1.4M

Third Way Health
Vendor; now 27.7%-owned, officer on board

$5.0M —

APHIM-managed properties
Real-estate rent — a director is APHIM CEO

$4.7M $1.3M

Board members
Astrana stock purchased from them

$0.4M —

AHMC also carries a related-party risk-pool receivable — $40.5M outstanding at year-end 2025, $43.5M at Q1 2026 — an

amount estimated by management. APHIM separately reimbursed APC $5.3M for spin-off taxes in 2024 (none in 2025). All

figures are in addition to the $545M affiliate loan and preferred-dividend flows shown in the related-party exhibits in

Section 3.

AND THE LEDGER IS A FLOOR. Corporate-practice-of-medicine law requires Astrana to operate through

designated-shareholder professional corporations whose sole owner is key personnel. Because those affiliates are

consolidated, the company states it does not separately disclose transactions between such affiliates and its subsidiaries

as related-party transactions. What appears above is only what must be itemized.

Source: Astrana DEF 14A (April 2026), “Certain Related Person Transactions”; FY2025 Form 10-K and Q1 2026 Form 10-Q related-party

notes.
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Appendix F — Reserve-Development Detail

TA B L E  1 7  ·  M E D I CA L- C L A I M S  R E S E RV E  D E V E LO P M E N T  A N D  A D E Q UACY

YEAR
OPENING
RESERVE

PRIOR-YR
DEVELOPMENT

% OF OPENING
RESERVE

VS. NI
ATTRIB.

DAYS CLAIMS
PAYABLE

2023 $81.3M $(12.7M) fav. −15.6% ~21% 46

2024 $106.7M $1.1M adv. +1.1% — 60

2025 $209.0M $(7.6M) fav. −3.7% ~34% 65

Q1

2026
$335.7M $(5.2M) fav. −1.6% ~36% 73 (ann.)

1H

2026
$335.7M $(43.5M) fav. −13.0% ~127% 73 (ann.)

TA B L E  1 8  ·  P RO S P E CT ' S  P R E - AC Q U I S I T I O N  R E S E RV E  D E V E LO P M E N T  —  A  R E L E A S E  PAT T E R N
A S T R A N A  I N H E R I T E D

PROSPECT PERIOD PRIOR-PERIOD DEVELOPMENT DIRECTION % OF BEGINNING RESERVE

FY2023 $(15.4M) Favorable ~18.5%

FY2024 $(30.4M) Favorable ~26.1%

9 mo. ended 6/30/25 $(24.7M) Favorable ~18.8%
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TA B L E  1 9  ·  DAYS  C L A I M S  PAYA B L E ,  C L A I M S - I N C U R R E D  B A S I S ,  FY 2 0 2 1 – FY 2 0 2 5

FY
ENDING MEDICAL

LIABILITIES
TOTAL MEDICAL CARE

COSTS INCURRED
DCP

(DAYS)
SOURCE

2021 $55.8M $348.3M 58.5
FY2022 Form 10-K, medical-

liabilities note

2022 $81.3M $651.8M 45.5
FY2023 Form 10-K

(conformed presentation)¹

2023 $106.7M $852.9M 45.6 FY2023 Form 10-K, Note 9

2024 $209.0M $1,262.4M 60.4 FY2024 Form 10-K, Note 9

2025 $335.7M $1,894.9M 64.7 FY2025 Form 10-K, Note 9

Method: ending medical claims liability ÷ total medical care costs incurred × 365, with numerator and denominator from the medical-

liabilities roll-forward. The FY2022 Form 10-K reported end-2022 medical liabilities of $84.3 million; the FY2023 Form 10-K

conformed the comparative to $81.3 million, and we use the conformed figure. Important acquisition-timing caveat: FY2024 and

especially FY2025 are not acquisition-neutral. The ending liability includes acquired balances at year-end, while incurred claims reflect

acquired businesses only for the post-close period. Interim figures annualize the period cost (365 ÷ 4 for a quarter, 365 ÷ 2 for a half );

on actual elapsed days Q1 2026 is 71.6 and 1H 2026 is 72.0, and Q2 2026 standalone is 76.8. The trailing-twelve-month figure to

June 30, 2026 is 70.2. 2023 uses the FY2023 10-K as filed (45.6); the FY2024 10-K's revised comparative denominator gives 45.5,

and Table 17's rounded 46 is consistent with either. For agilon, 54.7 uses the net roll-forward balance; the gross payable gives 56.8 —

different numerator choices, not interchangeable. We use DCP as a reserve-monitoring indicator, not proof that reserves are over- or

under-stated. Sell-side analysts, including TD Cowen, use total cost of services as a denominator; because that line includes substantial

non-claims costs, that series is not comparable to the claims-incurred series presented here and the two should not be mixed.
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Appendix G — Catalyst Calendar

TA B L E  2 0  ·  CATA LYS T  CA L E N DA R  ( A S  O F M I D - 2 0 2 6 )

WHEN EVENT WHY IT PRESSURES THE THESIS

~July

2026

Prospect purchase-accounting

measurement period closes (one

year from the July 1, 2025 close)
— CLOSED. PPA finalized in the

Q2 2026 10-Q; total assumed

liabilities +$20.2M, goodwill
+$19.3M, medical liabilities −

$2.1M.

The most thesis-specific catalyst. After the window

closes, reserve changes that do not qualify as

acquisition-date measurement-period adjustments
should generally flow through earnings rather than

goodwill. Favorable development attributable to

Prospect after that point would not by itself prove
spring-loading, but it would make the acquired-reserve

setup we describe in Section 1 highly relevant to the

Q3/Q4 prints.

~Aug
2026

Q2 2026 results — REPORTED
Aug 6. Revenue $972.5M,

adjusted EBITDA $68.9M (high

end of guide); ~$38.3M favorable
prior-period development, which

management called “immaterial”

net of unquantified offsets.

First print after a Q1 in which ~$5.2M of favorable

reserve development was ~36% of net income. Tests

whether that repeats or normalizes, and whether the
~5%+ medical-cost-trend and Medicaid disenrollment

assumptions are holding.

~Nov

2026
Q3 2026 results

The first full quarter after finalization, and the cleanest

read on whether favorable development at Q2’s scale

recurs, and on the full-year 2026 attrition management
described on the Q2 call — California Medi-Cal in the

low-to-mid teens and Exchange at 30–40%.

Through

2026–
2027

California's Medi-Cal cuts phase
in — a new-enrollment freeze for

undocumented adults (in effect

Jan 1, 2026), federal OBBBA
Medicaid work requirements and

funding cuts (from ~Jan 2027),

and monthly premiums to retain
full-scope coverage (Jul 2027)

Astrana's Medi-Cal book, concentrated in its Los
Angeles core, attrits on a fixed schedule: the freeze

halts new members, and existing members who miss a

renewal have a 90-day correction window before

coverage lapses, with federal work requirements and
premiums adding more. Each 2026 print tests the loss

against management's 10–15% disenrollment guide; a

former senior Astrana executive put the potential hit
closer to 30%.
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WHEN EVENT WHY IT PRESSURES THE THESIS

FY2026
(full year)

Management's own 2026

guidance bridge — GAAP net

income of $59–74M and “Other,
net” add-backs of just $9M

(August 6 reconciliation)

A falsifiable test management set itself. The 2026 guide

implies GAAP net income more than doubling from the
$24.1M reported in 2025 (consolidated; $22.5M

attributable) — yet the headline guidance page shows

only revenue, Adjusted EBITDA, and free cash flow,

omitting net income and EPS exactly as in 2025. It also
assumes the “Other, net” add-back totals $9M for the

year after $45.4M in 2025 — yet the first half alone was

$15.5M, so the guide requires the bucket to run negative
in the second half. A bridge, not an inference, is what

the number needs.

Jan 1,

2027

DHCS moves specified
immigration-status Medi-Cal

groups from managed care to

fee-for-service; coverage
continues

A payment-channel change, not disenrollment:
capitation for affected members would end while fee-

for-service physician revenue may remain. Exposure

depends on undisclosed member counts; the question
for management is how much capitation is affected and

what economics Astrana retains.

Jan 1,

2027

Finalized 2027 Medicare rates
take effect — including the

−1.53% sources-of-diagnoses

exclusion and −1.12%

normalization effect (CMS did not
adopt the proposed model

recalibration) (final April 6, 2026)

The first period in which management's unquantified
“materially less significant” assurance meets the run-

rate. Full-risk capitation passes risk-score changes

through before mitigation; 2027 plan bids were set
against these rules in mid-2026, so payer negotiations

telegraph the impact earlier.

~Feb–

Mar 2027

FY2026 10-K and the auditor's

second internal-control opinion

Ernst & Young opines again on the business-
combination material weakness. Management has said

it cannot assure remediation “in a timely manner, or at

all.” A second consecutive adverse opinion is a hard
governance catalyst; it also brings the FY2027 guide,

including whether HQAF returns and how deep the

Medicaid hit runs.
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WHEN EVENT WHY IT PRESSURES THE THESIS

Quarter
ending

Mar 31,

2027

Credit-agreement leverage
covenant steps down from 5.00x

to 4.50x

The dated vise. The maximum-leverage covenant

tightens just as interest costs stay elevated and the
Medicaid headwind builds — and it is measured against

the agreement's defined Consolidated EBITDA, which

shares the add-backs doing more of the work each year

in adjusted EBITDA.

Undated
California Franchise Tax Board
exam of 2019–2021; Prospect

plan's PBGC payment review

The state exam covers the AP-AMH related-party years;

any assessment is a catalyst. On the Prospect

bankruptcy, the May 2025 sale order insulates Astrana
from estate avoidance actions, so the only surviving

dated item is narrow: the plan's two-year PBGC

mechanism on Astrana's $24.7M direct payment, a
monitoring point running to ~July 2027.
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Appendix H — Compensation Detail

The main report summarizes the incentive design. This appendix preserves the underlying payout math and the company's

disclosed compensation table so readers can reproduce the conclusion.

A P P E N D I X  TA B L E  H - 1  ·  E X E C U T I V E  C O M P E N S AT I O N  PAYO U T  D E TA I L

PERFORMANCE METRIC WEIGHT FY2024 → PAYOUT FY2025 → PAYOUT

Revenue 50% $2,034.5M → 200% (max) $3,181.8M → 200% (max)

Adjusted EBITDA 25% $170.4M → 86.9% $205.4M → 200% (max)

Annual wellness visit % 25% 73.0% → 86.7% 77.0% → 175%

Bonus earned (% of target) — 143.4% 193.8%

Memo: GAAP diluted EPS — $0.90 (missed guidance) $0.46 (dropped from guidance)

Source: Astrana DEF 14A proxy statements (filed April 2025 and April 2026), annual cash-bonus performance tables and

long-term performance-share-unit goals; FY2025 10-K for GAAP EPS. Revenue and Adjusted EBITDA actuals shown as

reported; payout percentages as disclosed in the proxy. The 2025 preliminary payout of 193.8% precedes a discretionary

individual-performance adjustment.

Put exact numbers on it. For 2025 the CEO was awarded $14,930,231 in total reported compensation — a 230-to-1 pay ratio

against the $65,021 median employee — of which the performance cash bonus was $2,059,125, paid at the full 193.8% of his

$1,062,500 target (125% of an $850,000 salary) with no individual haircut. The two metrics that pinned the bonus to its cap did

the heavy lifting: the 50%-weighted revenue goal (target $2,600M, actual $3,200M → 200%) and Adjusted EBITDA (200%)

together account for roughly $1.59 million of the bonus — and the ~$600 million by which revenue cleared its target was carried

largely by the Prospect acquisition that closed mid-year. So about $997,000 was paid above target, and the bulk of the bonus

rode on acquired, debt-funded growth, in a year GAAP diluted EPS fell to $0.46, net income attributable fell to $22.5 million,

and the auditor issued an adverse control opinion. On a GAAP, EPS, or cash measure — each of which the plan's own menu lists

and the Committee declined to use — the same year would plausibly have paid below target. We anchor this on the cash bonus

deliberately: the SEC “compensation actually paid” figure for the CEO was $5.92 million for 2025, below the $14.9 million

headline as his stock awards lost fair value — so the cleanest claim is the real cash that went out the door on the wrong yardstick.
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Appendix I — Risks to Our Thesis

Management subjectivity does not mean management is wrong. Estimates are

unavoidable in delegated-risk healthcare, and several could ultimately prove

conservative. We hold ourselves to the disconfirming case:

The Q2 2026 print was strong on GAAP and adjusted measures alike. Net income attributable rose 109% to $19.7 million and

consolidated operating income rose 69%. Adjusted EBITDA of $68.9 million landed at the high end of guidance, full-year

adjusted EBITDA guidance was raised to $255–280 million, $92 million of debt was retired, and the company reported net

leverage of 2.26x on its definition. A reader who weights those measures will see a business executing; our answer is that the same

quarter’s gross favorable reserve development exceeded its pre-tax income, and the net effect has not been bridged. The shares

had already fallen roughly a quarter from our July price before the print; a short that has partly worked carries more squeeze risk.

None of these, in our view, justifies a multiple built on adjusted net income nearly 5x GAAP (2.0x on Q2 2026 EPS) in a serial

acquirer whose acquisition accounting just drew an adverse controls opinion.

The ACO platform generates real Medicare savings. On July 13, 2026 Astrana reported $120.4 million of gross shared

savings for the 2024 performance year across its eight ACOs, all with net savings, and one ranked seventh of 476 MSSP

ACOs per beneficiary. Our thesis does not require the clinical platform to be ineffective; the release omits the bridge from

gross savings to revenue, cash, and retained profit.

Reserve development is two-sided, not one-way. The favorable releases of 2023 and 2025 bracket an adverse 2024. This is

why our Section 1 claim is estimate-dependence, not manufactured earnings; an investor who needs a smoking-gun release

pattern will not find it here.

The control weakness is scoped to purchase accounting, not reserves or the VIE. The adverse opinion covers net working

capital acquired and the purchase price allocation — not the IBNR estimate and not the related-party structure. We connect it

to the growth engine, not to the reserve or VIE sections, and readers should hold us to that distinction.

The cash is real and the VIE structure is legal. Operating cash flow is genuine float; the friendly-PC/VIE arrangement is

standard and required in California for delegated risk. A cash-conversion or “hidden insolvency” short does not apply, and we

do not make one.

CMS has softened once and could again — and Astrana's coding may be encounter-linked. The 2027 cycle already moved

from +0.09% proposed to +2.48% final, and the big model recalibration was shelved. If Astrana's risk-score capture genuinely

runs through linked encounters rather than retrospective chart reviews, its exposure to the finalized exclusion would be at or

below industry average — which is management's claim.

The float is tight. Insiders and affiliates hold ~20% on the proxy’s beneficial-ownership table, which already includes APC’s

~11%; the public float is well under legally outstanding shares. Short interest has risen to about 6.6% with roughly seven days

to cover as of the August 31 settlement, up from about three days in June; a crowded short in a tight float can squeeze

independent of fundamentals — position sizing should respect that.

Remediation is possible — and Astrana has added relevant expertise. Management has a credible-looking remediation

plan (ASC 805 expertise, multi-tier review, acquisition checklist). On July 13, Astrana also appointed Vishal Gupta, a former

EY partner with SEC-reporting, SOX, internal-control, and transaction experience, as Senior Vice President of Enterprise

Transformation. Clean remediation, an unadjusted close to the state tax exam, stable reserve development, and prompt

collection of the payer receivable would each weaken the thesis. Crowded or expensive borrow would erode the trade

independent of the analysis.
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Full Legal Disclaimer

By downloading, accessing, or reading this report, you agree to be bound by the terms set out below. If you do not agree, you

should not access or rely on this report. This report is intended solely for sophisticated, professional investors capable of

independently evaluating its contents and bearing the risks of any resulting investment decision, and is not directed at any person

in any jurisdiction where its publication or distribution would be unlawful.

As of the publication date of this report, GlassHouse Research, together with or through its members, partners, affiliates,

employees, clients, and one or more third-party capital or “balance-sheet” partners that provide capital for, hold positions in

connection with, and/or share in the profit and loss of this campaign (collectively, the “Authors”), held a short position in, and/or

owned options or other derivative positions tied to, the securities of Astrana Health, Inc. (NASDAQ: ASTH), and therefore stood

to realize significant gains in the event that the price of those securities declines.

You should assume that, as of or at any time following publication of this report, the Authors may retain a portion of their short

and derivative positions in ASTH and/or cover those positions in whole or in part, including in their entirety, and may be long,

short, or neutral at any time thereafter. Any reduction or covering of positions reflects prudent risk management consistent with

the Authors' obligations to their own capital and partners; it is not, and should not be read as, reduced conviction in the analysis

or facts set out herein. A short seller closes positions for many reasons unrelated to a change in view, including borrow cost and

availability, short-squeeze risk, position sizing relative to capital and volatility, the ability to hedge, opportunity cost of capital,

and liquidity. The Authors undertake no obligation to notify the market or to update this report.

This report is a biased opinion piece. The Authors have a financial interest in a decline in ASTH securities and are inherently

conflicted; readers should weigh the analysis with that incentive squarely in mind. If you treat these opinions as statements of

fact, you will misunderstand the Authors' position.

All content in this report reflects the opinions and judgment of the Authors as of the publication date. The Authors have obtained

all information herein from public filings, public regulatory and governmental databases, and other sources believed to be

accurate and reliable and obtained lawfully. However, all such information is presented “as is,” without warranty of any kind —

whether express or implied — and the Authors make no representation or warranty as to the accuracy, timeliness, or completeness

of any such information or any analysis derived from it. The Authors' conclusions, estimates, projections, and forward-looking

statements are inherently uncertain, are the Authors' own opinions, and are labeled as such; actual results may differ materially.

All expressions of opinion are subject to change without notice, and the Authors undertake no obligation to update or

supplement this report or any statement herein.

This document is published for informational and educational purposes only. It is not, and should not be construed as,

investment, legal, accounting, or tax advice; it is not a recommendation to buy, sell, or hold any security; and it is not an offer to

sell, nor the solicitation of an offer to buy, any security, nor a solicitation to engage in any investment strategy or transaction. The

Authors are not registered as investment advisers, broker-dealers, or in any similar capacity in any jurisdiction. Nothing herein is

tailored to the investment needs of any specific person. Readers should not make any investment decision in reliance on this

report and should conduct their own independent investigation and analysis, and consult their own financial, legal, and tax

advisers, before acting. Investing in securities — and in particular strategies involving short selling, options, or other derivatives —

carries substantial risk, including the risk of total loss; past performance is not indicative of future results.

To the best of the Authors' knowledge and belief, this report does not omit any material fact necessary to make the statements

herein, in light of the circumstances under which they were made, not misleading. The Authors do not possess, and have not used,

any material non-public information regarding Astrana Health, Inc. in preparing this report. All trademarks, trade names, and

logos referenced herein are the property of their respective owners and are used only for identification and commentary

consistent with applicable fair-use principles; their use does not imply any affiliation with or endorsement by their owners.
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