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Summary
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Long Term Rating

Ba1

HCA's credit profile is supported by the company's significant scale and strong competitive
positions in growing urban and suburban markets. HCA also has industry leading profit
margins and makes significant investments in its key markets in order to drive future organic
growth. HCA has a long track record of stable operating performance and strong cash flow.
The credit profile is constrained by HCA's geographic concentration in Florida and Texas and
its track record of shareholder friendly policies. The credit profile is also constrained by our
expectation that, including acquisitions, financial leverage will remain moderately high with
debt to EBITDA in the 4.0 to 4.5 times range (including our standard adjustments).
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Outlook

Stable

Absent large acquisitions, HCA's debt to EBITDA will likely decline

RATINGS

HCA Healthcare, Inc.

Debt/EBITDA

Please see the ratings section at the end of this report
for more information. The ratings and outlook shown
reflect information as of the publication date.
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Credit strengths
» Significant scale
» Strong positions in growing markets

CLIENT SERVICES
Americas

1-212-553-1653

» Industry leading profit margins

Asia Pacific

852-3551-3077

» Strong free cash flow

Japan

81-3-5408-4100

EMEA

44-20-7772-5454

Credit challenges
» Moderately high financial leverage unlikely to significantly decline
» Concentration of revenue in Florida and Texas
» History of shareholder friendly policies
» Industry wide operating headwinds and regulatory uncertainty
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Rating outlook
The stable outlook reflects our view that adjusted debt/EBITDA will stay within HCA’s targeted range of 3.5 to 4.5 times (or 4.0 to 5.0
times including Moody’s adjustments) and the ability to invest in its markets will help HCA grow revenue and earnings despite ongoing industry headwinds. The outlook also reflects our expectation for a relatively stable regulatory and reimbursement environment
over the next 12-18 months.

Factors that could lead to an upgrade
» Debt to EBITDA expected to be sustained below 4.0 times
» Stable volume and operating trends
» Stable reimbursement and regulatory environment
» Commitment to more conservative financial policies
» Increased geographic diversity

Factors that could lead to a downgrade
» Material debt-financed dividends, share repurchases, or acquisitions
» Significant reimbursement or regulatory challenges
» Debt to EBITDA expected to be sustained above 5.0 times

Key Indicators
Exhibit 2

HCA Healthcare, Inc.
HCA Healthcare, Inc.
US Millions

Dec-14

Dec-15

Dec-16

Dec-17

Dec-18

LTM
(Sep-19)

2019 Proj.

2020 Proj.

2021 Proj.

Revenue

36,918

39,678

41,490

43,614

46,677

50,087

50,750

53,000

54,855

EBITA Margin %

13.9%

13.8%

14.0%

14.0%

13.1%

13.3%

13.3%

13.4%

13.7%

Debt / EBITDA

4.4x

4.3x

4.2x

4.4x

4.0x

3.9x

3.8x

3.6x

3.5x

EBITA / Interest Expense

2.8x

3.1x

3.2x

3.2x

3.3x

3.4x

3.4x

3.6x

3.8x

14.4%

15.0%

16.4%

4.1%

17.4%

18.3%

19.4%

21.2%

23.1%

RCF / Net Debt

All figures and ratios are calculated using Moody’s estimates and standard adjustments. Moody's Forecasts (f) or Projections (proj.) are Moody's opinion and do not represent the views of
the issuer. Periods are Financial Year-End unless indicated. LTM = Last Twelve Months.
Source: Moody's estimates, Moody's Financial Metrics™

Profile
HCA is the largest for-profit acute care hospital operator in the US as measured by revenues. In addition, the company operates
psychiatric facilities, a rehabilitation hospital, as well as ambulatory surgery centers and cancer treatment and outpatient rehab centers.
Facilities are located in 21 states in the U.S. and in England. HCA, headquartered in Nashville, Tennessee, generated net revenue of
approximately $50 billion over the last 12 months.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Exhibit 3

Exhibit 4

Revenue by payor

Number of beds by region

For the last twelve months ended September 30, 2019

For the year ended December 31, 2018
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Detailed credit considerations
Significant scale provides considerable competitive advantage
HCA's credit profile will continue to benefit from its very large scale. With roughly $50 billion of revenue, it remains the largest forprofit US hospital operator in terms of revenue. As of September 30, 2019, the company operated 184 hospitals in 21 states and
England. Additionally, with 125 freestanding surgery centers, HCA is a leading provider of outpatient surgery.
The company's scale provides it with considerable competitive and operating benefits. HCA's scale and market presence allow it to
negotiate better payment rates with insurers. Similarly, it can negotiate significant discounts on hospital supplies and services. It runs
Healthtrust, one of the largest group purchasing organizations in the US. HCA will also continue to have one of the largest capex
budgets among hospitals, and we expect it to have about $10 billion of capex spend over the next three years. This investment will
allow it to remain competitive from a technology standpoint and drive further operating efficiencies. HCA also has one of the largest
repositories of clinical data in the country, allowing it to improve clinical protocols.
The benefits of scale and market presence are reflected in HCA's profit margins. We forecast that adjusted EBITDA margins will remain
between 18% - 19%, in line with HCA's recent five-year trend and highest among the rated for-profit acute care hospital operators.
Strong positions in growing markets
HCA will continue to focus on building market share in fast-growing markets with attractive demographics. Its goal is to be the #1 or
#2 provider in its markets. Some of its strategies include building deep specialty service line capabilities and investing in more patient
access points. The company has been active in developing ambulatory service centers, urgent care centers and free standing emergency
rooms. We believe growth in outpatient services will continue to outpace inpatient services, as payors look to direct patients to
lower cost care settings. The strength of HCA's business model and scale and has allowed it to produce extremely stable operating
performance even as the economic climate changes.
In order to improve its competitive position in core markets, HCA will continue to actively make acquisitions. We expect HCA's
acquisitions to focus mainly on building existing markets as opposed to entering new ones. That said, we expect that HCA will expand
into new markets if they meet HCA's strategic and return criteria. In 2018, HCA entered the Savannah market with its purchase of
Memorial Health and completed its acquisition of Mission Health, a six-hospital system in western North Carolina - another new
market - during 2019.
Concentration of revenue in Florida and Texas
HCA's revenue will remain somewhat geographically concentrated. While the company has a presence in 42 markets in the US, roughly
half of its revenues are generated in Texas and Florida. This exposes the company to the risk of regional natural disasters, unfavorable
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state economic or regulatory changes, or state Medicaid budget cuts. Roughly 70% of HCA's uninsured volumes are from Florida and
Texas. The uninsured population continues to grow in these states, which will continue to be a challenge to HCA. Adverse weather
can also impact HCA, as in 2017 when hurricanes hit the Houston, Texas, and Florida markets. These events resulted in a $140 million
impact to earnings.
Moderate financial leverage and strong free cash flow
We expect that the company's financial leverage will remain moderately high. For the twelve months ended September 30, 2019,
adjusted debt/EBITDA approximated 3.9 times. Our leverage calculation deducts $530 million of minority interest expense from
earnings and also incorporates Moody's standard lease adjustment.
Absent future acquisitions, we forecast that financial leverage will remain below 4.0 times range through the end of 2020 based on
our expectation of mid single-digit organic earnings growth. Debt incurred to fund acquisitions may delay deleveraging, particularly for
larger hospital assets that have immaterial or negative EBITDA. However, even in the event of a large acquisition, we do not anticipate
that Moody's adjusted debt/EBITDA would be sustained above 5.0 times for a material amount of time.
We expect HCA's free cash flow to be around $2.0 billion annually. This deducts minority interest payments, the newly instated
common dividend of around $500 million per year, and capital expenditures. HCA will spend around $3.5 billion of capex per
year. These investments include infrastructure improvements, such as information technology and system upgrades, as well as bed
expansion projects, service line additions and extensions.
Shareholder friendly financial policies
The credit profile is constrained by HCA's track record of shareholder friendly policies, which we expect to continue. That said, we
project 2019 to be the second consecutive year that HCA's free cash flow will outpace the dollar value of its share repurchases. The
hospital operator did institute a shareholder dividend in 2018 which we expect to grow modestly over time.
HCA has a publicly stated target debt to EBITDA range of 3.5 to 4.5 times. This translates to about 4.0 to 5.0 times based on our
leverage calculation, which deducts minority interest expense. Absent acquisitions, we forecast that the company will continue to
operate around the low-end of its target leverage range, implying that significant debt repayment is unlikely. Depending on the timing
of acquisition opportunities, it is possible that HCA's leverage could temporarily drift below its target leverage range. We anticipate
that share repurchases and the dividend will consume the majority of the company's free cash flow over the next year. As a result, a
meaningful acquisition will likely require some incremental debt financing.
Exhibit 5

Shareholder returns are expected to be funded through internal cash flows
FCF

Share repurchases

Dividends

3,500
3,000
2,500
2,000
1,500
1,000
500
12/31/2015

12/31/2016

12/31/2017

12/31/2018

2019 Proj.

2020 Proj.

2021 Proj.

FCF = Operating cash flow less capex less dividends
Source: Company filings; Moody's estimates and Moody's Financial Metrics™

Industry headwinds will drive further consolidation
Industry pressures will continue to drive consolidation in the hospital industry in the years ahead. The hospital operating environment
will continue to be challenged by reimbursement pressure. This, coupled with ongoing wage and supply cost inflation, will pressure
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margins for hospitals that are not able to gain operating efficiencies. We expect that bad debt expense will rise as patients face higher
levels of out-of-pocket payment for healthcare services. Private and government payors are increasingly looking for ways to reduce the
cost of healthcare, increasingly encouraging patients to seek care in lower cost settings than hospitals. Further, funding pressures on
state Medicaid programs will continue to lead states to seek ways to limit eligibility or reduce payments to providers.
These headwinds will impact HCA and will lead to margin pressure over time. However, we believe that HCA's scale, strategy and
investments will allow it to successfully navigate the evolving regulatory and reimbursement landscape.
Over time, many smaller operators will find it difficult to maintain margins in the face of reimbursement pressures and changing
payment models designed to slow growth in healthcare costs. Additionally, many smaller hospitals lack the capital to invest in new
facilities to drive growth or make necessary investments in information technology and clinical systems that are required in order to
operate efficiently and effectively in the current environment. Therefore, smaller hospitals will look to larger operators, like HCA, as
capital partners or align with other hospitals. They will need to do this in order to leverage purchasing and pricing power in negotiating
with commercial payors in local markets.

ESG considerations
With respect to governance, HCA is currently operating with financial leverage that is below that of its publicly stated target range.
That said, our expectation is that this is temporary given that acquisitions represent a key element of HCA's growth strategy. Further,
there are several underperforming and/or distressed assets in the hospital sector that, if acquired by HCA, would be leveraging.
As a for-profit hospital operator, HCA also faces high social risk. The affordability of hospitals and the practice of balance billing has
garnered substantial social and political attention. Hospitals are now required to publicly provide the list price of all of their services,
although compliance and practice is inconsistent across the industry. Additionally, hospitals rely on Medicare and Medicaid for a
substantial portion of reimbursement. Any changes to reimbursement to Medicare or Medicaid directly impacts hospital revenue and
profitability. In addition, the social and political push for a single payor system would drastically change the operating environment.

Liquidity analysis
The Speculative Grade Liquidity Rating of SGL-1 reflects HCA's very good liquidity, characterized by strong cash flow and good external
sources of liquidity. HCA had $559 million of cash at September 30, 2019 and we expect it to generate about $2 billion of cash over
the next 12 months.
HCA maintains a $2.0 billion secured bank revolver expiring in June 2022, which is typically undrawn. HCA also has a $3.75 billion asset
based revolver expiring June 2022 that had $3.01 billion outstanding at September 30, 2019. The ABL facility is typically drawn and
basically represents a permanent element of HCA's capital structure.
The bank credit agreement contains a maximum total leverage covenant of no greater than 6.75 times debt/EBITDA. The ABL contains
a minimum interest coverage covenant of 1.5 times when availability is below a certain threshold. We expect the company to have
ample cushion under these covenants over the next 12-18 months.

Structural considerations
The Baa1 (LGD 1) rating on HCA's ABL revolver reflects our expectation of significant recovery given the backing of the company's
eligible accounts receivable. This rating is three notches higher than the Ba1 Corporate Family Rating.
The Baa3 (LGD 3) ratings on the company's first lien senior secured credit facilities and first lien senior secured notes reflect the
instruments' priority position in the capital structure and the benefit of the loss absorption provided by the unsecured debt below it.
The Ba2 (LGD 5) rating on HCA's unsecured notes reflects the effective subordination of these instruments to a considerable amount of
first lien secured debt.
The Ba2 (LGD 6) rating on the HoldCo notes reflects their structural subordination to all of HCA Inc.'s unsecured debt and structural
and effective subordination to all the secured debt at HCA Inc. We would expect greater loss on these notes than on HCA's other
unsecured obligations in a default scenario. That said, given the relatively small size ($1 billion of notes) relative to HCA's total debt, the
rating is the same as the other unsecured notes.
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Rating methodology and scorecard factors
Exhibit 6
Rating Factors

HCA Healthcare, Inc.
Business and Consumer Service Industry Scorecard [1][2]

Factor 1 : Scale (20%)

Current
LTM 9/30/2019

Moody's 12-18 Month Forward View
As of 1/9/2020 [3]

Measure

Score

Measure

Score

$50.1

Aa

$53

Aa

a) Demand Characteristics

Baa

Baa

Baa

Baa

b) Competitive Profile

Ba

Ba

Ba

Ba

13.3%

B

13.7%

B

a) Debt / EBITDA

3.9x

Ba

3.6x

Ba

b) EBITA / Interest

3.4x

Ba

3.6x

Ba

c) RCF / Net Debt

18.3%

Ba

21.2%

Ba

B

B

B

B

a) Revenue (USD Billion)
Factor 2 : Business Profile (20%)

Factor 3 : Profitability (10%)
a) EBITA Margin
Factor 4 : Leverage and Coverage (40%)

Factor 5 : Financial Policy (10%)
a) Financial Policy
Rating:
a) Indicated Outcome from Scorecard

Baa3

Baa3

b) Actual Rating Assigned

Ba1

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] As of 9/30/2019(L)
[3] This represents Moody's forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures
Source: Moody's Financial Metrics™, Moody's estimates
Exhibit 7

Moody's adjusted debt breakdown
HCA Healthcare, Inc.
FYE
Dec-14

FYE
Dec-15

FYE
Dec-16

FYE
Dec-17

FYE
Dec-18

LTM Ending
Sep-19

29,426.0

30,488.0

31,376.0

33,058.0

32,821.0

34,245.0

403.0

338.0

333.0

341.0

263.0

263.0

1,463.8

1,563.5

1,579.9

1,752.8

1,693.0

1,784.0

219.0

167.0

170.0

291.0

284.0

371.0

31,511.8

32,556.5

33,458.9

35,442.8

35,061.0

36,663.0

(in US Millions)

FYE
Dec-14

FYE
Dec-15

FYE
Dec-16

FYE
Dec-17

FYE
Dec-18

LTM Ending
Sep-19

As Reported EBITDA

6,546.0

6,959.0

7,941.0

7,675.0

8,766.0

8,822.0

44.0

58.0

43.0

42.0

35.0

35.0

273.0

283.0

288.0

289.0

320.0

367.0

259.0

342.0

-277.0

31.0

-419.0

186.0

7,122.0

7,642.0

7,995.0

8,037.0

8,702.0

9,410.0

(in US Millions)
As Reported Debt

Pensions
Operating Leases
Non-Standard Adjustments
Moody's-Adjusted Debt

All figures are calculated using Moody's estimates and standard adjustments
Source: Moody's Financial MetricsTM
Exhibit 8

Moody's adjusted EBITDA breakdown
HCA Healthcare, Inc.

Pensions
Operating Leases
Unusual
Moody's-Adjusted EBITDA

All figures are calculated using Moody's estimates and standard adjustments
Source: Moody's Financial MetricsTM
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Exhibit 9

Peer snapshot
HCA Healthcare, Inc.

Universal Health Services, I

Ba1 Stable

Ba1 Stable

Tenet Healthcare Corporation
B2 Stable

FYE
Dec-17

FYE
Dec-18

LTM
Sep-19

FYE
Dec-17

FYE
Dec-18

LTM
Sep-19

FYE
Dec-17

FYE
Dec-18

LTM
Sep-19

Revenue

$43,614

$46,677

$50,087

$10,410

$10,772

$11,237

$19,179

$18,313

$18,292

EBITDA

$8,037

$8,702

$9,410

$1,812

$1,866

$1,859

$2,480

$2,615

$2,535

$35,443

$35,061

$36,663

$4,480

$4,456

$4,311

$17,133

$16,516

$16,803

(in US millions)

Total Debt
Cash & Cash Equiv.

$732

$502

$559

$74

$105

$59

$611

$411

$314

13.1%

13.3%

13.3%

12.3%

12.4%

11.7%

7.9%

9.7%

9.4%

EBITA / Int. Exp.

3.2x

3.3x

3.4x

7.8x

7.4x

7.2x

1.3x

1.5x

1.6x

Debt / EBITDA

4.4x

4.0x

3.9x

2.5x

2.4x

2.3x

6.9x

6.3x

6.6x

RCF / Net Debt

4.1%

17.4%

18.3%

29.3%

30.9%

32.5%

8.5%

9.4%

9.0%

FCF / Debt

5.5%

6.4%

5.8%

12.6%

14.0%

17.5%

2.3%

2.1%

0.5%

EBITA Margin

All figures are calculated using Moody's estimates and standard adjustments. FYE = Financial Year End. LTM = Last Twelve Months.
Source: Moody's Financial MetricsTM

Ratings
Exhibit 10

Category
HCA HEALTHCARE, INC.

Outlook
Corporate Family Rating
Senior Unsecured
Speculative Grade Liquidity

Moody's Rating

Stable
Ba1
Ba2/LGD6
SGL-1

HCA INC.

Outlook
Sr Sec Bank Credit Facility
Senior Secured
Senior Unsecured

Stable
Baa1/LGD1/Baa3/LGD3
Baa3/LGD3
Ba2/LGD5

HCA, INC. (OLDCO)

Outlook
Bkd Senior Unsecured

No Outlook
Ba2/LGD5

Source: Moody's Investors Service
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