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How We Provide Investment Advice to Not-For-Profit Healthcare

Not-for-Profit healthcare organizations are facing challenges on all fronts. Not only is the
healthcare investing environment volatile but healthcare systems are trying to manage costs
while protecting its resources. Highland's investment programs are customized to your needs
and objectives, supported by tools, technology and a keen understanding of market
conditions. We have teams specifically dedicated to our healthcare clients and have
pioneered tools to optimize portfolio construction: CORE Vantage and Peer Vantage.

What is CORE Vantage?

~ Comprehensive Organizational Risk Evaluation (CORE) Vantage is an internal
HIGHLAND Too Highland uses to gauge the impact of differing asset allocation
CORE VANTAGE scenarios on a healthcare portfolio. This resource is also helpful in
determining whether an organization can take on more risk in favor of

increased return.

What is Peer Vantage?

o&o Peer Vantage is one piece of Highland's Enterprise Risk Management
HIGHLAND model. We maintain a database of over 400 healthcare systems. Utilizing
this database, we can create customized peer groups for comparison
based on credit rating, census data, financials, asset allocation (operation
or pension), or funded status. Gaining perspective on peer organizations
can provide relevant insights.

HEALTHCARE DATABASE

Conributors Definition Current State Sample Comments
fo Risk Relafive fo 100% nos
v & B E
Operafions . Revenue & Growth + $464mm revenves + 5 Year EBITDA Margin Volafilty-1.8A " too%
Expense « 7.8% EBITDA Morgin as of =+ Sightly higher than peers /
+ EBITDA Morgin Volafiity April 30, 2021 Md + Operafing performance expected fo soffen in % ! %
« Future Cosh Flow 2022 ond 2023 but improve afferwards - b ox
* Projections
% 70%
Es’eb' & + Fixed vs. Variable Rate  *  $241mm LT Debt + Debt ratios sightly elevated relafive 1o peers
wWops
Debt * MADS Coverage = 2.9x = 100% of debt exposure is fixed. No swap so% 0%
« Coverage Rafio Low-Mid exposure §
« Swop Exposure «+  Plans fo deleverage % 0%
« Projected Debt Leveks 3
% aon
Peu":bﬂ Net . pian Funded Status * Defined Benefit Plan = * Minimal pension kabilty ($6.9mm)
+ Future Cash + Planis frozen ond fully funded % 2%
Contributions
% 20%
+ Portfolio Volatiity + 159 DCOH + Lower liquidity levels in 2022 «
Relative fo Peers + Total Volume (Cash & + Portfolio volafilty is greater than most peers o% To%
'?E;'";x‘ + Confribution to Net Investments) = 9.7% + Investment portfofio responsible for ~70% of Net
U
Asset Volume Mid-High Asset Volatiity Sample Sompie Somple Sample  MoodyzBoa  Somple Sample Sampie Sompie Sample
« Potential Liquidity +  Opportunity to dampen invesiment volatiity by [Bocay Becs} (8ol [Bz2l) Madion [Baal) ) [Beal [Bac2} {Baal)
Needs estabishing short-ferm fiquidity pool
— o N Fied income Equifies ™= Hedge Funck ™S Pacl Reiun BB Frivole Equiy = Expected Volafifty

Enterprise Risk Mid
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Highland’s Methodology Behind CORE Vantage and PEER Vantage

The Highland Process

Through Highland’s Entferprise Risk Management Review (Core Vantage) process, Highland assesses
the financial profile of the organization alongside peer medians, while incorporating the credit ratings
process into our analysis. We then look to recommend any changes to the current allocation and stress
test the scenarios to see what impact the changes will have on the organization’s balance sheet and
financial ratios. Additionally, we can incorporate long- range financial forecasts to determine if there are
potential liquidity needs within the portfolio or changes to capital structure that we should be aware
of prior to making any asset allocation recommendations. Highland also has the ability to
integrate  defined benefit/pension plan portfolios info our model to help quantify funded status
volatility and itsimpact to the balance alongside the operating portfolio.

Informed Decision Making

We believe our approach to portfolio construction is unique. Not only do we understand the importance
of integrating balance sheet and operations to generate a total return to meet the system’s mission, but
we also know that this is an ongoing process, and we must integrate industry changes to achieve an
understanding of true enterprise risk. Highland's consultants work with our dedicated hospital analytics
team to carefully craft a portfolio that meets the individual needs and objectives of each client. The
result is a solution that aids in strategic planning and provides our clients with a deeper perspective on
asset allocation and risk.

. . , . .
Asset Allocation Analysis Moody's Rating Analysis
Asset Class Current Policy Moody's Baa Sample Portfolio Moody'’s Cumrent | Current Rating Lfi‘r’ilcter:::f: I}z‘:i::ter:‘::re:
Allocation Median Sub-Factor Level |Category Style
Weight Increase Decrease
Including Cazh

Cash 8.0% 41.0% 5.0% Operating Revenue ($000) 25% $463,965 Baa $500,000 $250,000
Short-Term Fixed Income 0.0% 0.0% 15.0% h o — CACR

%ree-yecr perafing Revenue % % " i s
Cors Fixed Income 29.0% 23.0% 15.0% (%)
Global Equities 53.0% 28.0% 40.0% Operating Cash Flow Margin (%) 10% 7.8% Baa 8.0% 5.0%
Hodge Funds 00% 20% 100% Gross Revenue of Combined Medicare
Real Return Assets 9.5% 1.0% 5.0% and Medicaid (%) 10% 60.5% Baa 59.0% 67.0%
Private Real Estate 00% 1.0% 5.0% a
Private Equily 25% 1.0% 50% Cash on Hand (Days) 10% 231.1 A 250.0 150.0

Unrestricted Cash & Investments

Expected Retumn 6.2% 4.2% 5.8% 10% 113.4% A 180.0% 100.0%
Expected Risk 9.7% 4.8% 7.7% fo Tofal Debt (%)
25td. Dev Best Case 25.6% 13.8% 21.2% Total Debt to Cash Flow (x) 10% 4.8 Boa 40 5.52
2 Std. Dev Worst Case -13.2% -5.4% -9.6%
DCOH Worst Case 138 (-21) 150 (-9) 144 (-15) Implied Moody’s Rating Baal

Forward Looking Projections
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Disclaimer

This publication has been prepared by the staff of Highland Associates, Inc. for distribution to, among others,
Highland Associates, Inc. clients. Highland Associates is registered with the United States Security and
Exchange Commission under the Investment Advisors Act of 1940. Highland Associates is a wholly owned
subsidiary of Regions Bank, which in turn is a wholly owned subsidiary of Regions Financial Corporation. The
information and material contained herein is provided solely for general information purposes only. To the
extent these materials reference Regions Bank data, such materials are not intended to be reflective or
indicative of, and should not be relied upon as, the results of operations, financial conditions or performance
of Regions Bank. Unless otherwise specifically stated, any views, opinions, analyses, estimates and strategies,
as the case may be ("views"), expressed in this content are those of the respective authors and speakers
named in those pieces and may differ from those of Regions Bank and/or other Regions Bank employees and
affiliates. Views and estimates constitute our judgment as of the date of these materials, are often based on
current market conditions, and are subject to change without notice. Any examples used are generic,
hypothetical and for illustration purposes only. Any prices/quotes/statistics included have been obtained from
sources believed to be reliable, but Highland Associates, Inc. does not warrant their completeness or
accuracy. This information in no way constitutes research and should not be freated as such. The views
expressed herein should not be construed as individual investment advice for any particular person or entity
and are not infended as recommendations of particular securities, financial instruments, strategies or banking
services for a particular person or entity. The names and marks of other companies or their services or
products may be the trademarks of their owners and are used only to identify such companies or their
services or products and not to indicate endorsement, sponsorship, or ownership by Regions or Highland
Associates. Employees of Highland Associates, Inc., may have positions in securities or their derivatives that
may be mentioned in this report. Additionally, Highland's clients and companies affiliated with Highland
Associates may hold posifions in the mentioned companies in their portfolios or strategies. This material does
not constitute an offer or an invitation by or on behalf of Highland Associates to any person or entity to buy or
sell any security or financial insfrument or engage in any banking service. Nothing in these materials
constitutes investment, legal, accounting or tax advice.

Neither Regions Bank nor Regions Asset Management (collectively, “Regions”) are registered municipal
adyvisors nor provide advice to municipal enfities or obligated persons with respect to municipal financial
products or the issuance of municipal securities (including regarding the structure, fiming, terms and similar
maftters concerning municipal financial products or municipal securities issuances) or engage in the
solicitation of municipal entities or obligated persons for such services. With respect to this presentation and
any other information, materials or communications provided by Regions, (a) Regions is not recommending
an action to any municipal entity or obligated person, (b) Regions is not acting as an advisor to any municipal
entity or obligated person and does not owe a fiduciary duty pursuant to Section 15B of the Securifies
Exchange Act of 1934 to any municipal entity or obligated person with respect to such presentation,
information, materials or communications, (c) Regions is acting for its own interests, and (d) you should discuss
this presentation and any such other information, materials or communications with any and all internal and
external advisors and experts that you deem appropriate before acting on this presentation or any such other
information, materials or communications. Source: Bloomberg Index Services Limited. BLOOMBERG® is a
frademark and service mark of Bloomberg Finance L.P. and ifts affiliates (collectively “Bloomberg”).
BARCLAYS® is a frademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”),
used under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights in the
Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material or guarantees
the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the
results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or
responsibility for injury or damages arising in connection therewith.
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