(‘ El Camino Hospital

THE HOSPITAL OF SILICON VALLEY

AGENDA

Joint Meeting of El Camino Hospital’s
Finance Committee and Investment Committee
Monday, January 30, 2017 5:30 p.m.
Medical Staff Conference Room (in Administration)
El Camino Hospital | 2500 Grant Road Mountain View, CA 94040

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 Investment 5:30 p.m.
Committee
2. POTENTIAL CONFLICT OF INTEREST  John Zoglin, Chair Investment 5:31-5:32
DISCLOSURES Committee
3. PUBLIC COMMUNICATION John Zoglin, Chair Investment information
Committee 5:32-5:35
4. INVESTMENT OVERVIEW Chad Kenan, Citigroup; discussion
ATTACHMENT 4 Jennifer Brown, Ponder & Co. 5:35-6:29
5. ADJOURNMENT John Zoglin, Chair Investment 6:30 p.m.
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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Executive Summary

e EI Camino Hospital originally priced the Series 2016 bonds on October 26, 2016 but the
transaction did not close as planned on November 15"

e When Donald Trump won the election on November 9™, the market became extremely volatile
and interest rates increased dramatically for several days

e While rates have increased from their all time lows, the current interest rate is still very attractive
on a historical basis

e ECH is interested in returning to the market with a 2017 plan and lock in historically low rates,
capitalizing on all the work that originally went into the 2016 plan

e ECH, Citi, and Ponder have reassessed the plan of finance and next steps which are addressed
in the following slides
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1. Market Update
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MMD in Historical Context

Although MMD has ticked up recently from all time lows, from a historical perspective the current rate
environment continues to be attractive to issuers.

AAA G.O. MMD Yields (June 1, 1986 — January 6, 2017)

9.0
8.0
7.0
6.0 1
5.0 A
4.0 A

MMD Yield (%)

3.0 A1
2.0 A

1.0

1986 1990 1995 1999 2003 2008 2012 2017

— 10 Year e 20 Y Q1 e 30 Ye@r

% of Time MMD has been Lower Since 1986

100% - r 3.5

80% -

60% -

40% ~

than Current Levels
(%) AW WaLND

20% -

% of Time MMD has been Lower

0% -

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Maturity

Source: Thomson Reuters, data as of January 6, 2017.
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Changes in MMD Since ECH Series 2016 Revenue Bond Pricing

As a result of record municipal issuance in the fall and reaction to the Presidential Election results, rates have
picked up across the curve with significant volatility over the past month.

30 Year MMD Volatility - Since ECH Series 2016 Revenue Bond Pricing
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ECH Indicative Tax-Exempt Fixed Rate Pricing Levels

4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

_—
_—

/

Traditional Fixed Rate Scale

YTC
Spread YTM Yield-
MMD to Yield- Spread to-
Term Coupon (1/20/17) MMD to-Call to MMD Maturity

1 5.00% 0.96% 0.50% - 0.50% 1.46%
2 5.00% 1.17% 0.60% - 0.60% 1.77%
3 5.00% 1.37% 0.65% - 0.65% 2.02%
4 5.00% 1.52% 0.70% - 0.70% 2.22%
5 5.00% 1.68% 0.75% - 0.75% 2.43%
6 5.00% 1.80% 0.80% - 0.80% 2.60%
7 5.00% 1.93% 0.85% - 0.85% 2.78%
8 5.00% 2.03% 0.85% - 0.85% 2.88%
9 5.00% 2.14% 0.87% - 0.87% 3.01%
10 5.00% 2.23% 0.89% - 0.89% 3.12%
11 5.00% 2.31% 0.90% 3.21% 0.96% 3.27%
12 5.00% 2.39% 0.90% 3.29% 1.07% 3.46%
13 5.00% 2.46% 0.90% 3.36% 1.15% 3.61%
14 5.00% 2.54% 0.90% 3.44% 1.20% 3.74%
15 5.00% 2.60% 0.90% 3.50% 1.25% 3.85%
20 5.00% 2.84% 0.90% 3.74% 1.36% 4.20%
25 4.00% 2.92% 1.30% 4.22% 1.30% 4.22%
25 5.00% 2.92% 0.90% 3.82% 1.42% 4.34%
30 5.00% 2.97% 0.90% 3.87% 1.45% 4.42%

= ndicative Tax-Exempt Pricing Levels

=== Series 2016 Revenue Bond Pricing

Py
4 Rates as of January 10, 2017. Terms 1 -13 assumes interpolated February MMD. Assumes 10-year Par Call on August 1, 2027. Chart shows Yield-to-Worst. CI tl P(JNDERéO




Tax-Exempt Variable Rate Index (SIFMA)
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2. Plan of Finance Considerations
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Eligible Project Spending

New money bonds can be used to finance new tax-exempt eligible projects or to reimburse
Issuers for previous projects that were funded with cash

ECH has the ability to be reimbursed for prior expenditures under the Reimbursement Rule 60
days prior to the adoption of the Reimbursement Resolution and until 18 months after the project
Is completed

Projects Total Cost Start of Construction Expected Completion

Behavioral Health Building $91.5 million Early 2016 2018
North Drive Parking Garage $24.5 million Late 2015 Spring of 2017
Medical Office Building $275 milliont July 2016 2018
1K T 1
[ I
: Women’s Hospital $91 million Early Planning Phase To Be Determined :
I I
e = e e e e e l
|
\'4

Given timing, funding for the Women’s Hospital project can be deferred until a later date.
However, ECH can maintain flexibility by initially including the project in the 2017 plan in case
interest rate environment is favorable as the pricing date approaches.

Source: Latest Appendix A “Capital Facilities Expenditures” on page A-12 SN
6 1) Only a portion of the MOB is eligible for tax-exempt financing CI tl P( NDER(%@



Decisions Supporting the Series 2016 Plan of Finance

e ECH, Ponder and Citi evaluated the tradeoff between risk and reward to determine the appropriate use of
financial products supporting the 2016 plan

e Due to the historically low interest rates ECH decided to issue the Series 2016 bonds as 100% traditional fixed

rate debt

e ECH has the opportunity with the 2017 plan to reevaluate its decision and to confirm or change the original
decision on the plan of finance

Par ECH Series 2016 ECH Series 2016 ECH Finance Committee
Term Amount? Kick-Off Meeting Revenue Bond Pricing Today
(Year) ($mm) (05-20-16) (10-26-16) (1-10-17)
Indicative Indicative Final Final Indicative Indicative
YTC YTM YTC YTM YTC YTM
5 $10.320 1.37% - 1.49% - 2.43% -
10 $30.670 2.16% - 2.32% - 3.12% -
30 $241.045 2.98% 4.03% 3.31% 4.14% 3.87% 4.42%

» With traditional fixed rates now having increased 56 bps? since the time of the 2016 Plan, ECH can elect to
reissue as fixed rate bonds, or evaluate an alternative modes

e The Board and Management's rationale supporting the 2016 fixed rate plan of finance still hold true today

1) Based on 30-year MMD

7 2) Term 5 represents par amounts in years 1 — 5, Term 10 represents par amount in years 6 — 10, and Term 30 represents par amount in years 11 — 30
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Overview of 2017 Plan of Finance (Revenue Bonds only)

Series 2017 .
Sources ‘ Statistics ‘ A+ Medians
Par Amount $290,930,000 Par Amount ($ millions) $290.9 N/A
Premium 23,896,530 Allin TIC 4239 /A
Total Sources 314,826,530 N e
MADS ($ millions) $30.4 N/A
Uses EBITDA ($ millions) $96.3 N/A
Project Fund $290,000,000 Debt to Capitalization 21.7% 29.0%
Capitalized Interest Fund 20,459,159 Operating Mari 489 5 200
Cost of Issuance 4,363,950 perating Vargin 7 e
Additional Proceeds 3,421 Cash to Debt 135.9% 197.3%
Total Uses 314,826,530 MADS Coverage 3.2x 5.9x
E 35.0
e
&
~ 30.0 -
25.0 -
20.0 -
15.0 -
10.0 -
5.0 -
2017 2021 2025 2029 2033 2037 2041 2045

m Existing Debt Service = New Money Debt Service

Source: Company filings. Assumes rates as of 1/10/2017. Assumes COI of 1.5% of par. For illustration purposes only. Preliminary — Subject to Change
Adjusted per rating agency methodology. Note: Only includes revenue bond indebtedness; excludes General Obligation bond indebtedness and tax revenues. 7~
Incremental debt assumes $290 million fixed rate financing, wrapped around existing debt service, at tax-exempt borrowing rates as of 1/10/2017. t P( NDER
g FY2016 Audited Financials CI I J o



Current Refunding of Series 2006 GO Bonds

El Camino’s Series 2006 Current Interest Bonds (“CIBs”) currently generates a significant amount of savings of

$8.0 million or 7.85% of refunded par.

e ECH Series 2006 CIBs are callable on February 1, 2017 therefore the Bonds can be currently refunded

e Benefits of a Current Refunding :
— Negative arbitrage is eliminated
— Escrow account is not needed
— Preserve advance refunding eligibility for the future

Summary Statistics - Current Market

Delivery Date 3/15/2017
All-In TIC 3.70%
Average Coupon of Refunding Bonds 4.53%
Average Coupon of Refunded Bonds 4.42%
Par Amount of Refunding Bonds $93,190,000
Par Amount of Refunded Bonds 101,460,000
Average Life of Refunding Bonds (years) 14.19
Average Life of Refunded Bonds (years) 13.87
Net PV Savings 7,960,474
Percentage Savings of Refunded Bonds 7.85%

Negative Arbitrage -

Sensitivity Analysis

If rates increase by 25bps, Series 2006
bonds generate 5.95% of PV Savings

If rates decrease by 25bps, Series 2006
generate 9.74% of PV Savings

ECHD and Management can set a
minimum savings threshold (e.g. 5%) to
ensure the refunding meets Board
expectations

For illustrative purposes only. Preliminary — Subject to Change.
Assumes rates as of January 10, 2017.
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Spectrum of Select Financing Alternatives

ECH has a wide variety of financing vehicles available to fund its capital needs. ECH must evaluate the risk and
cost of each vehicle to support the organization’s capital structure goals.

Lower Risk Higher Risk I

Intermediate

Traditional Tar SIFMA or LIBOR Variable Direct Bank | Synthetic Variable Total Return Weekly VRDBs
Fixed Rate Put Bond Index Bonds Purchase Rate Swap (Bank-Supported)
Interest Rate: High
Liquidity: High
Credit Low
Put / Event: Low
Product: Low
Execution: Medium
» Generally not « Pricing generally » Pricing generally » Soliciting bids for * Monitoring of * Monitoring of * Requires
Considerations callable for up to supports 1 to 5 supports 1 to 5 tenor and terms counterparty counterparty procurement and
10-years year terms with year terms with « Negotiating legal, « Monitoring of « Monitoring of ongoing renewal of
+ Due to higher cost, take-out financing take-out financing disclosure and interest rate interest rate liquidity facility
increases annual required required rating requirements environment environment + Monitoring of
debt service » Depth of investor remarketing
base performance
required

l Higher Cost Lower Cost
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3. Next Steps
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Approval Requirements

e Once a decision is made to move forward, ECH can come to market in 30-45 days given all the
work that was originally done on the 2016 plan

e If the plan of finance remains the same, a CHFFA meeting is not needed

Finance and Investment Committee Meeting

January 30"

February 8th
February 12t
February 23

March 8th

March 14t
March 23
March 27th

May 12th

ECH Board Meeting
Q1 FY 2017 numbers go stale
CHFFA Meeting

ECH Board Meeting
ECHD Board Meeting
CHFFA Meeting

ECH Finance Committee

Q2 FY 2017 numbers go stale

11
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Next Steps

Decide on the Plan of Finance

Develop Updated Timeline

Reconvene Working Group

Update Appendix A and Bond Documents

Obtain Necessary Approval

Market and Issue Series 2017 Bonds

-{-{-{-{-{ -4
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is notintended or written to be used, and cannot be used or
relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing” of any transaction contemplated hereby ("Transaction").
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission (“CFTC?”), this communication constitutes an invitation to consider entering
into a derivatives transaction under U.S. CFTC Regulations §§ 1.71 and 23.605, where applicable, butis not a binding offer to buy/sell any financial instrument.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or
regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal,
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials,
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

W e are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. W e will ask for your complete name, street address, and taxpayer ID number.
W e may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof
and are subject to change without any notice. W e and/or our affiiates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any
time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for
specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures
designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

© 2017 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our
own environmental footprint, and engage with stakeholders to advance shared learning and solutions. Highlights of Citi's unique role in promoting sustainability include: (a) releasing in 2007 a Climate Change Position
Statement, the first US financial institution to do so; (b) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of renewable energy, clean technology,
and other carbon-emission reduction activities; (c) committing to an absolute reduction in GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (d) purchasing more than 234,000 MWh of
carbon neutral power for our operations over the last three years; (e) establishing in 2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in the financing of
electric power projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the
issue of climate change to help advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy and mitigation
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