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Summary:

Atrium Health, North Carolina; CP; Joint Criteria;
System

Credit Profile

Series 2011A, 2012A, 2013A, 2016A, 2018A-E

Long Term Rating AA-/Stable Affirmed

Rationale

S&P Global Ratings affirmed its 'AA-' long-term rating on Charlotte-Mecklenburg Hospital Authority (doing business as

Atrium Health), N.C.'s series 2011A, 2012A, 2013A, 2016A, and 2018A-E bonds. We also affirmed our 'AA-/A-1+'

rating on the authority's series 2018F variable rate demand bonds (VRDBs) supported by the authority's own

self-liquidity, as well as our 'A-1+' short-term rating on the authority's taxable health care commercial paper (CP)

program.

Concurrently, we affirmed our 'AA-/A-1' dual-rating on the authority's series 2007B, 2007C, 2018G, and 2018H bonds,

all of which are supported by standby bond purchase agreements (SBPAs) from JPMorgan Chase Bank N.A. The

long-term rating component reflects the 'AA-' long-term rating on the authority, and the short-term rating component

reflects the 'A-1' short-term rating on JPMorgan Chase Bank.

Finally, we affirmed our 'AAA/A-1+' dual-rating and 'AA-' underlying rating (SPUR) on the series 2007E bonds. A letter

of credit (LOC) from TD Bank supports the 2007E bonds. We based the long-term rating component on the application

of joint criteria between TD Bank and the 'AA-' SPUR on the authority. The short-term rating component reflects the

'A-1+' short-term rating on TD Bank. The series 2007E bonds are also supported by insurance from Assured Guaranty

Municipal Corp.

The outlook, where applicable, is stable.

On Oct. 29, 2019, Charlotte-based Atrium Health and Wake Forest Baptist (Winston-Salem) executed a strategic

combination agreement with an expected close date of early calendar 2020. This agreement follows an April 2019

memorandum of understanding between the two organizations, which outlined a shared vision to create a

transformative academic health system and develop a second Wake Forest School of Medicine campus in Charlotte.

The affirmation reflects our view that the Atrium's Health's credit profile would likely remain consistent with the

current rating should the combination agreement, which is still subject to regulatory approval, close as expected. On a

pro forma basis, we anticipate the consolidation of Wake Forest Baptist would result in some weakening of Atrium

Health's financial profile--including both performance and balance sheet metrics. This is based on an S&P Global

Ratings internal consolidation of each entity's latest audited financial statements. That said, we believe these measures

would remain consistent with the current rating and be supported by a strengthened market position. In our view, the
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larger system--which would have total annual operating revenue of about $10 billion and own 19 acute care hospitals

across North Carolina and Georgia--would possess significant academic and clinical competencies, and be better able

to scale population health initiatives and continued capital investment in facilities and information technology.

The two organizations currently have very little market overlap, which we believe lessens the chance of regulatory

intervention. Atrium Health and WFB have Dec. 31 and June 30 fiscal years, respectively.

We plan to meet with management over the coming months to discuss the new organization's new strategic vision,

long-range financial forecasts, and capital structure strategy. Though we believe there would be no immediate rating

impact on Atrium Health should the deal close, we would continue to monitor integration efforts and consolidated

performance over the outlook period with the understanding that material deviations from expectations or Atrium

Health's current operating baseline could pressure the rating over time.

In February 2018, the Charlotte-Mecklenburg Hospital Authority changed its enterprise name from Carolinas

HealthCare System to Atrium Health as part of its long-term vision to expand the level of care it provides in the

Southeast region beyond North Carolina and South Carolina. This shift is exemplified by the January 2019 merger with

the Macon, Ga.-based Navicent Health, as well as the pending agreement with Wake Forest Baptist.

For our last full report on Atrium Health, please see the article published Oct. 1, 2018, on RatingsDirect. For additional

information on Wake Forest Baptist, please see our most recent report published on Feb. 12, 2019, on RatingsDirect.

Outlook

The stable outlook reflects our assessment of Atrium Health's robust and stable enterprise strengths, as well as our

expectation that its overall financial profile will remain commensurate with the 'AA-' rating level even with the

potential combination with Wake Forest Baptist. We anticipate leadership will continue to respond to national and

state-level challenges appropriately to preserve Atrium Health's financial strength.

Downside scenario

Though we consider Atrium Health to have some cushion at the rating, we could revise the outlook to negative if there

is a sharp and sustained decline in financial performance, due to integration challenges or otherwise. We believe

Atrium Health's balance sheet partly mitigates its material exposure to supplemental funds and, as a result, any sizable

dilution of its balance sheet cushion could result in negative pressure on the rating.

Upside scenario

Given the recent merger with Navicent Health--and pending combination with Wake Forest Baptist and the expected

softening of some financial metrics--we do not expect to raise the rating in the near term. Positive rating movement

would be predicated on successful integration of new affiliates, as demonstrated by margins and balance sheet metrics

in line with the higher rating.

Ratings Detail (As Of November 4, 2019)

Atrium Health Commercial Paper

Short Term Rating A-1+ Affirmed
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Ratings Detail (As Of November 4, 2019) (cont.)

Series 2007B

Long Term Rating AA-/A-1/Stable Affirmed

Series 2007C

Long Term Rating AA-/A-1/Stable Affirmed

Series 2007E

Unenhanced Rating AA-(SPUR)/Stable Affirmed

Long Term Rating AAA/A-1+ Affirmed

Series 2018F

Long Term Rating AA-/A-1+/Stable Affirmed

Series 2018G

Long Term Rating AA-/A-1/Stable Affirmed

Series 2018H

Long Term Rating AA-/A-1/Stable Affirmed

Many issues are enhanced by bond insurance.

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed

to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for

further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating

action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 4, 2019   4

Summary: Atrium Health, North Carolina; CP; Joint Criteria; System



WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 4, 2019   5

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Rationale
	Outlook
	Downside scenario
	Upside scenario



