(‘ El Camino Hospital

THE HOSPITAL OF SILICON VALLEY

AGENDA

Joint Meeting of El Camino Hospital’s
Finance Committee and Investment Committee
Monday, January 25, 2016 5:30 p.m.
Conference Rooms A & B, Ground Floor
2500 Grant Road, Mountain View, California
John Zoglin will participate via telephone from 88 Madison Avenue, New York, New York
Richard Juelis will participate via telephone from 4955 Wiley Post Way, Salt Lake City, Utah

MISSION: The purpose of the Finance Committee (“Committee”) is to provide oversight, information sharing and financial reviews
related to budgeting, capital budgeting, long-range financial planning and forecasting, and monthly financial reporting for El
Camino Hospital Board of Directors (“Board”). In carrying out its review, advisory and oversight responsibilities, the Committee
shall remain flexible in order to best define financial strategies that react to changing conditions.

MISSION: The purpose of the Investment Committee is to develop and recommend to the El Camino Hospital Board of Directors the
organization's investment policies, maintain current knowledge of the management and investment of the invested funds of the
hospital and its pension plan(s), provide guidance to management in its investment management role, and provide oversight of the
allocation of the investment assets.

AGENDA ITEM PRESENTED BY
1. CALL TO ORDER/ROLL CALL John Zoglin, Chair 5:30 p.m.
Investment Committee
2. POTENTIAL CONFLICT OF INTEREST John Zoglin, Chair 5:31-5:32
DISCLOSURES Investment Committee
3. PUBLIC COMMUNICATION John Zoglin, Chair 5:32 -5:35
Investment Committee
4. ALIGNMENT OF INVESTMENT POLICY Iftikhar Hussain, Chief Discussion
WITH CASH FLOW PROJECTIONS Financial Officer 5:35-6:29
ATTACHMENT 4
5. ADJOURNMENT John Zoglin, Chair 6:30 p.m.

Investment Committee

A copy of the agenda for the Regular Committee Meeting will be posted and distributed at least seventy-two (72) hours prior to the
meeting. In observance of the Americans with Disabilities Act, please notify us at 650-988-7504 prior to the meeting so that we
may provide the agenda in alternative formats or make disability-related modifications and accommodations.
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Long Range Financial Targets

Financial Guardrails

Financial Metric

Net Patient Revenue (SMillions)
Operating Margin (%)

Excess Margin (%)

Annual Debt Service Coverage (x)

Days Cash on Hand

Forecast Results Range

Highest Lowest

Target

>770

> 4%

> 6%

> 9x

> 215

Moody's Medians

A
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Forecasted Results

Operating Revenue & Margin
Including BHS, Women's, MOB

51,200 25.0%
1]
£
9
ESLOOO ~_ - 200%
5800
- 15.0%
5600 -
- 10.0%
$400 - AN
$200 - 50k
SU T T T T T T T T T T T T T T T T~ U.U%
FY12  FY13  FY14  FY15  FY16  FY17  FY18 FY19  FY20 FY21 FY22  FY23  FY24  FY25  FY26
Budget
mmm Net Operating Revenue  ====OQperating Margin%  ===EBITDA %

El Camino Hospital

THE HOSPITAL OF SILICON VALLEY




Required Investment: $1.6 billion

* Timing based on conservative assumption of “fastest spend” . Actual spend may be slower depending
on OSPHD approvals and construction
* Each project has two Go/No Go decision points:
* At the start of design phase
* After govt. approval (6 — 9 months for OSHPD) but before execution of construction contracts
LG NICU not included

Capital Spend
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100000 | B
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= Epic Capital 35,900
MV Master Plan Projects 20,400 140,000 196,700 34,500 24,000

B Annual Strategic Investments 1,500 6,500 4,000 4,000 4,000 4,000 20,000
H Annual IT Projects 6,900 6,000 6,000 6,000 6,000 6,000 30,000
®m Annual Facilities Projects 26,464 24,500 10,500 9,000 9,000 9,000 36,000
B Annual Routine Equipment 10,600 8,000 8,000 8,000 8,000 8,000 40,000
M | G Redevelopment 5,000 15,000 205,000
H Almaden 25,000 8,000 27,000 95,000 60,000 180,000 245,000
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Cash Position

Days Cash On Hand
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Sensitivity Analysis

Single Year Change in Operating Margin

1% Reduction in Medicare ALOS

1% Reduction in FTE per AOB

1% Reduction in Wage Inflation

1% More All Payer Adjusted Patient Discharges

1% More Commercial Adjusted Patient Discharges

1% Higher Commercial Reimbursement Rate

\i $.8m
—

$1.0m

$3.4m

$4.6m

$51m

0.00% 0.10% 0.20% 0.30% 0.40% 0.50% 0.60% 0.70% 0.80%
Change in Operating Margin FY 2016
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Surplus Cash Executive Summary

Market Value Reconciliation
As of September 30, 2015

$ in Milli 1st Quarter 2nd Guarter 3rd Quarter
i Sifons= 2015 2015 2015
Beginning Market Value 539546 53744 $3135 $312.6 5396.7 54938 35063 $651.6 $664.9 $6585.1
Met Cash Flow 3163 (391.8) (310.5) 3555 T8 553 274 311 310 512
Income n'a n'a wa n'a n'a n'a 3113 333 326 526
Realized Gain/{Loss) n'a n'a n's na n'a n'a £104 516 304 0.4
Unrealzed Gain/{Loss) n'a n'a wa wa n'a n'a 353 §64 (3.9 (330.5)
Capital App/{Dep) (3500 300 §19.6 5185 3203 M2 270 1L3 13 3274
End of Period Market Value 83744 33115 $3126 £396.7 54938 55063 $651.6 36640 $688.1 6619
Retum Het of Fees -12% 113% G4% 5.1% §.0% 8.8% 445 LT 02% =109
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Asset Allocation Summary

Asset Allocation

Domestic Equity

Intemational Equity S EBET7 13.4% 15.0% - 16% 10-20%
Short-Duration Fixed 4 TED 11 8% 10008 + 1.3% B-12%
Market-Duration Fixed  5206.1 31.1% IOk + 11% 25-35%
Altemnatives 51277 19.3% 20008 - 0.7% 17-23%
Total [X District) S66L.E 100.0%

Surplus Cash Executive Summary

Dashboard
As of September 30, 2015

Performance: Most Recent Quarter
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Asset Class Diversification

Surplus Cash Investment Program Structure
As of September 30, 2015

W eighting
Total Assets Percent of Target Relative to

Asset ClassiType %, mil) Total Allocation Target
Large-Cap Domestic Equity 31310 20.1% 10.004 + 0.1%
Vanguard 5&P 500 Index Large-Cap Index §814 12.3% 10.0% + 13%
Sands Large-Cap Growth §2157 30% 5.0 - L1%
Bamow Hanley Large-Cap Valne §358 30% 5% - 11% 20-30%
Small-Cap Domestic Equity §1285 43% 5.0% - 0.T%
Cortina Small-Cap Growth §131 20% 2. 5% - 0.5%
Wellmgton Small-Cap Value §154 13% 2.5% - 0.2%
International Equity $ 887 13.4% 15004 - L% 10-20%0
Waltar Scott Developed and Fmerging 3410 2% 7.5% - 1.3%
Harbor Developed and Emerging 5395 609 7.5% - 1L5%
Harding Loevoer Emerging 5 B2 12% 0.0%% + 12%
Short-Duraticn Fixed Income $78.0 11.8% 10.004 + 1.8% B-1204
Bamow Hanley Short Duration §T8 11.7% 10.0% + 1.7
Cash Money Market 502 0% 0.0% + 007
Market-Duration Fixed Income 52061 31.1% 30.0%4 + 11% 15-35%
Dodge & Cox Market Duration 1012 15.3% 15.0% + 03%
MetWast Market Duration J1M0 15.8% 15.0% + 08%
Alternatives $1277 19.3% 10.0% - 0.7% 17-13%
Oaktres FE Oppormunities Feal Estate §171 26% 15% + 0.1%
Walton Street Feal Estate §125 18% 2% - 0.8
Drrect Hedge Fund Congprosite Hedge Fund §982 14.5% 150°% - 0.2%
Total (X District) 56618 100.0%
Drstrict Assets - Bamow Hanley Short Duration §227
Dbt Feserves - Ponder Short Duration 5353
Total Surplus Cash 57108

*Totals may not add due to rounding.
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Investment Qutlook Dashboard
Fourth Quarter 2015

Market Segment Valuations

Growth - Value In mest market segments, valuations ane
neutral. In emenging markets and U3, small
caps, growth stocks appear ovendalued.

Large cap — Small cap Relstive waluations are neutral.

Global equities Emenging markets and developed
international stocks look cheap relative to LS.
stocks.

Fixed Income Interest mtes are low, making fixed income

not particulary attractive. Spreads on high
yield and emenging market debt hawve
widened, offering active imvestment managers
an improved opportunity et

Fundamentals

A modest recovery in the LS. and stagnant grewth in Europe and
Japan suggest that growth stocks should perform better. While
economic growth = strong overall in the emerging markets, it is
decelerating and vanes significantly by counfry. Combined with
uncertainties related to the global recovery and Fed tightening. the
enviranment for eamings growth becomes less carain, and tends to
faor growth stocks at the margin.

With the exception of a strong ULS. dollar, fundamentals generally
fawor large cap stocks.

Economic growth trends favor the UL5. and select emenging markets
countries. Eamings growth potential is stronger in Evrope.

Continued low interest rates, sirong corporate eamings, and low
(though shghtly fising) default rates fasor the credit sector, especialy
investment grade. Continued dollar strength as well as heightened
currency wolatility is a negative for foreign and emerging market debt
Fareign band yields are generally below LS. yiekds.

Sentiment

Sentiment has favored growth for the past
several quarters in the U5, and dewsloped
intemational equity markets. Growth stocks
hawe been in faver since late 2010 in
emernging markets.

Performance trends have favored small cap
stocks but a more risk averse environment
fawors lamge cap.

Sentiment favors UUS. stocks, but may be
shifting toward foreign stocks.

Except for periods of spikes in market
wolatiity, sentiment is with high quality credit.

Inflation Linked
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