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Financial Overview

¥ Volume:
- For the year, overall volume, measured in adjusted discharges is 5.3% higher than budget.

- IP cases are 3.5% over budget, specifically Neurosciences, HVI, BHS, Oncology and General
Medicine. Deliveries are lower to prior year and 4.5% below budget.

- OP cases are higher than budget in General Surgery, General Medicine, Lab, Imaging Services, MCH,
Rehab, Outpatient Clinics and Emergency.

¥ Financial Performance:

- Operating income is $871K under budget. Revenue for the month include $169K in unusual items. For
the year op margin is $45.6M ahead of target.

- Investments rebounded slightly during the month and for the year, investment earnings remain $31
million ahead of target.

¥ Payor Mix:

- Commercial insurance is a 3.6% decrease of the Payor Mix in April than budget where Medicare has
increased 2.1%.

¥ Cost:

- Prod Hrs/APD for April is 1.8 unfavorable vs. target due to lower volume. YTD we are slightly ahead
of budget.

¥ Balance Sheet:
- Net days in AR is 47.7 which is 0.3 days better than budget.
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Budget Variances

(in thousands; S000s)

Budgeted Hospital Operations FY2018
Net Revenue - Favorable due higher volume, revenue cycle operations and $14 million unusual items

Labor and Benefit Expense Change - Labor favorable vs budget after adjusting for volume
Professional Fees & Purchased Services -Recruiting costs for several key positions in the organization
and backfill for vacant positions, repairs for survey readiness

Supplies - unfavorable due to increase in surgical and other general supplies, offset by savings in
Spine supplies as well as Drugs. Higher volumes also driving increase and net positive to volume
adjusted budget

Other Expenses - primarily due strategic fund expenses not spent

Depreciation & Interest - Favorable due to delay in Parking Structure as well as LG projects
Actual Hospital Operations FY2018
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Monthly Financial Trends
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Volume is lower than budget for the month and higher for the year. High inpatient volume is in Inpatient Behavioral Health, HVI,
Neurosciences, Oncology and General Medicine. High Outpatient volume is General Medicine, Imaging Services, MCH, Lab, Outpatient
Clinics, General Surgery and Rehab.
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ECH Operating Margin

Run rate is booked operating income adjusted for material non-recurring transactions
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l Reported $12 143 $7 598 $11 148 $18,216 | $18 081 $9,459 $10 397 $7 600 $11 398 $5 109 | SO SO '
__________________________________________________________________________________________________________________________________________ R SR A
l Run-rate (2) $12, 081 $7,407 : $8,015 $13 550 $13 955 $8,702 $10 850 $7,395 : $9,760 1 $5,278 SO SO ‘
rI Budget $10 340 | 1 $5,622 1 i $6,440 $7 820 $5 573 $6 750 $5 962 $4 630 $6 416 $5 980 $6 388 1 . $5,169
FY 2018 Actual Run Rate Adjustments (in thousands) - FAV / <UNFAV>
Revenue Adjustments J A S 0 N D J F M A YID
Insurance (Payment Variance) - - - 611 - 669 28 - 603 - 1,912
Mcare Settlmt/Appeal/ Tent Settlmt/PIP 54 155 905 54 184 81 396 2 2 (229) 1,789
AB915 - - - - - - - 103 926 - 1,029
Hospital Fee - - - 2 1,024 - - - - - 1,736
PRIME Incentive - - - - 2,902 - - - - - 2,902
Credit Balance Quarterly Review - - 2.201 - - - - - - - 2.201
Late Charge Accrual - - - 3,283 - - - - - - 3,283
Various Adjustments under $250k 9 36 27 6 16 8 (878) 10 17 56 (694)
[Total 63 101 3134 4,667 4126 757 (453) 205 1,638 (169) 14,158
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Updated Quarterly
i i ; Last update 03/31/18
El Camino Hospital Investment Committee Scorecard ast update 03/31/

March 31, 2018

FY18 Expectation
Year-end Per Asset

Key Performance Indicator Status El Camino Benchmark El Camino Benchmark El Camino Benchmark

Budget Allocation

5y 5m Since Inception
annualized

Investment Performance 1Q 2018 Fiscal Year-to-date 2018

Surplus cash balance* $875.2

Surplus cash return 0.1%
Cash balance plan balance (mullions) $260.0

Cash balance plan return 0.4%

403(b) plan balance (mullions) $455.1

Risk vs. Return 2018

Surplus cash Sharpe ratio 0.93 0.91 0.43

Net of fee return 4.9% 4.7% 5.3%

Standard deviation 4.8% 4.7% 6.7%

Cash balance Sharpe ratio 0.95 0.92 0.40

Net of fee return 6.0% 5.6% 5.7%

Standard deviation 5.9% 5.6% 8.1%

Asset Allocation 1Q 2018

Surplus cash absolute variances to target 6.4% <10%

Cash balance absolute variances to target 4.9% <10%

Manager Compliance 1Q 2018

<24 Green
<27 Green

*Excludes debt reserve funds (~$223 mm), District assets (~$33 mm), and balance sheet cash not in investable portfolio (~$133 mm).
Includes Foundation (~$26 mm) and Concern (~$13 mm) assets. Budget adds back in current Foundation and Concern assets and backs out current debt reserve funds. m PAVIL l O N
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El Camino Hospital
Capital Spending (in millions)
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Balance Sheet (in thousands)
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APRIL 2018 El Camino Hospital Comparative Balance Sheet Variances and Footnotes
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EL CAMINO HOSPITAL - BOARD DESIGNATED FUND DESCRIPTIONS/HISTORY
(1 OF 2)

¥ Plant & Equipment Fund B original established by the District Board in the early 1960’s to fund new capital
expansion projects of building facilities or equipment (new or replacements). The funds came from the M&O property
taxes being received and the funding depreciation expense at 100%. When at the end of 1992, the 501(c)(3) Hospital
was performed by the District, the property tax receipts remained with the District. The newly formed Hospital entity
continued on with funding depreciation expense, but did that funding at 130% of the depreciation expense to account
for an expected replacement cost of current plant and property assets. It is to be noted that within this fund is an
itemized amount of $14 million for the Behavioral Health Service building replacement project. This amount came
from the District’s Capital Appropriation Fund (excess Gann Limit property taxes) of the fiscal years of 2010 thru 2013
by various District board actions.

¥ WomenOs Hospital Expansion B  established June 2016 by the District authorizing the amounts accumulated in its
Capital Appropriation Fund (excess Gann Limit property taxes) for the fiscal years of 2014 and 2015 to be allocated
for the renovation of the Women's Hospital upon the completion of Integrated Medical Office Building currently under
construction.

¥ Operational Reserve Fund B originally established by the District in May 1992 to establish a fund equal to sixty
(60) days of operational expenses (based on projected budget) and only be used in the event of a major business
interruption event and/or cash flow.

¥ Community Benefit Fund B following in the footsteps of the District in 2008 of forming its Community Benefit Fund
using Gann Limit tax receipts, the Hospital in 2010 after opening its campus outside of District boundaries in Los
Gatos formed its own Community Benefit Fund to provide grants/sponsorships in Los Gatos and surrounding areas.
The funds come from the Hospital reserving $1.5M a year from its operations, the entity of CONCERN contributing
40% of its annual income each year (an amount it would have paid in corporate taxes if it wasn’t granted tax exempt
status), that generates an amount of $800,000 or more a year. $15 million within this fund is a board designated
endowment fund formed in 2015 with a $10 million contribution, and added to at the end of the 2017 fiscal year end
with another $5 million contribution, to generate investment income to be used for grants and sponsorships, currently
anticipated to generate $500,000 a year in investment income for the program.
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EL CAMINO HOSPITAL - BOARD DESIGNATED FUND DESCRIPTIONS/HISTORY
(2 OF 2)

Workers Compensation Reserve Fund — as the Hospital is self-insured for its workers compensation program (since
1978) this fund was originally formed in early 2000’s by management to reserve cash equal to the yearly actuarially
determined Workers Compensation amount. The thought being if the business was to terminate for some reason this is
the amount in cash that would be needed to pay out claims over the next few years.

Postretirement Health/Life Reserve Fund B following the same formula as the Workers Compensation Reserve Fund
this fund was formed in the early 2000’s by management to reserve cash equal to the yearly actuarially determined
amount to fund the Hospital’s postretirement health and life insurance program. Note this program was frozen in 1995
for all new hires after that date.

PTO (Paid Time Off) Liability Fund B originally formed in 1993 as the new 501(c)(3) Hospital began operations,
management thought as a business requirement of this vested benefit program that monies should be set aside to

extinguish this employee liability should such a circumstance arise. This balance is equal to the PTO Liability on the
Balance Sheet.

Malpractice Reserve Fund B originally established in 1989 by the then District’s Finance Committee and continued by
the Hospital. The amount is actuarially determined each year as part of the annual audit to fund potential claims less
than $50,000. Above $50,000 our policy with the BETA Healthcare Group kicks in to a $30 million limit per claim/$40
million in the aggregate.

Catastrophic Loss Fund B was established in 1999 by the Hospital Board to be a “self-insurance” reserve fund for
potential non-major earthquake repairs. Initially funded by the District transferring $5 million and has been added to by
the last major payment from FEMA for the damage caused the Hospital by the October 1989 earthquake. It is to be

noted that it took 10 years to receive final settlement from FEMA grants that totaled $6.8 million that did mostly cover all
the necessary repairs.
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"#$%&'()*+#,$5-*'./$)#0!*$-#1".'$23$455+6+)*$
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Period 10 - Month Period 10- FYTD
Actual Budget Variance Actual Budget Variance
a 0 osSpIta 0 e 0 0 Operatio

Mountain View 4,311 4,862 (552)] 100,272 52,723 47,549
Los Gatos 799 1,117 (319) 10,878 12,811 (1,933)
Sub Total - El Camino Hospital, excl. Afflilates 5,109 5,980 (871)] 111,150 65,534 45,616

Operating Margin % 7.3% 8.4% 14.6% 9.2%
Investments 660 1,516 (855) 46,210 15,155 31,054
Swap Adjustments 519 0 519 2,069 0 2,069
Community Benefit (31) (283) 252 (3,094) (2,833) (261)
Pathways 67 42 25 (143) 417 (560)
Satellite Dialysis 0 (35) 35 (190) (354) 164
Community Connect 0 (141) 141 0 (1,405) 1,405
SVMD Funding® (376) (448) 72 (1,741  (4,483) 2,742
Premier Investment? (833) 0 (833) 3,695 0 3,695
Other (402) (424) 23 (3,483) (4,243) 760
Sub Total - Non Operating Income (396) 225 (621) 43,322 2,253 41,069
El Camino Hospital Net Income (Loss) 4,713 6,205 (1,492) 154,471 67,786 86,685

ECH Net Margin % 6.8% 8.8% 20.3% 9.5%
Concern (66) 130 (196) 941 1,189 (248)
ECSC (20) 0 (20) (61) 0 (61)
Foundation 196 (52) 249 1,717 497 1,220
Silicon Valley Medical Development 494 (16) 510 840 31 809
Net Income Hospital Affiliates 605 61 544 3,436 1,716 1,720
5,318 6,267 (949)] 157,907 69,503 88,405

"Favorable variances for SVMD and Community Connect are due to delayed implementation
2Gain on Premier stock sale of shares eligible were sold with proceeds going to pooled investments. No impact on vendor relationships.
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Productivity and Medicare Length of Stay

mmm Actual ———Budget

40

Work hours per adjusted patient day in
April is over budget by 1.8. Overall the 35
month of April is 32.2 worked hours
per adjusted patient day

ALOS vs Milliman well-managed
benchmark. Trend shows remarkable
and steady improvement with FY
2018 at benchmark.

Increase in benchmark beginning in
FY 2017 due to Clinical
Documentation Improvement (CDI)

AVERAGE LENGTH OF STAY TREND BY MONTH/YEAR AVERAGE LENGTH OF STAY TREND BY MONTH/YEAR

Value

474

4.594.69

-
2014 2015 2016 2017 2018 2018-Jul  2018-Aug  2018-Sep  2018-Oct  2018-Nov  2018-Dec  2018-Jan  2018-Feb  2018-Mar  2018-Apr
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Annualized Volume

K K K

MOUNTAIN VIEW

El Camino Hospital Volume Annual Trends D Inpatient
FY18 is annualized
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General Medicine, HVI, Behavioral Health, and Neuroscience display an increasing trend.
Conversely, Rehab Services, MCH and GYN show a decreasing trend.
The remaining service lines are staying flat.
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El Camino Hospital Volume Annual Trends B Outpatient
FY18 is annualized

Laboratory | Imaging General Heart and Rehab Behavioral General QOutpatient Sleep Spine
Emergency | Services Services Oncology Medicine MCH Vascular Services Health Surgery Urology Clinics GYN Orthopedics Other Center Surgery |Neuroscie.
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¥ Comparing year-over-year Oncology, MCH, Rehab Services, Emergency and Outpatient Clinics are all increasing in volume. All
others are remaining flat or decreasing.

Medicare data excludes Medicare HMOs
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Capital Spend Trend & FY18 Budget
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El Camino Hospital Capital Spending (in thousands) FY12 — FY17
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