FitchRatings

Fitch Rates Ochsner Clinic Foundation (LA) 2017 Revs 'A-';
Affirms Outstanding; Outlook Stable

Fitch Ratings-New York-24 April 2017: Fitch Ratings has assigned an 'A-'
rating to the following Louisiana Public Facilities Authority bonds expected to
be issued on behalf of Ochsner Clinic Foundation (OCF; Obligated Group
[OG] entity within the Ochsner Health System):

--$408,365,000 revenue and refunding revenue bonds (Ochsner Clinic
Foundation Project) series 2017.

In addition, Fitch affirms the 'A-' on OCF's parity debt listed at the end of this
release.

The Rating Outlook is Stable.

Bond proceeds will be used to refund the series 2007A and 2007B bonds,
fund approximately $160 million in capital projects, and pay for cost of
issuance. OCF will be releasing the debt service reserve funds associated
with the refunded bonds. Maximum annual debt service (MADS), as provided
by management, will be approximately $71.4 million, dropping from $74.3
million. Bonds are expected to sell via negotiation the week of May 8.

SECURITY
Gross revenue pledge of the OG and a mortgage on certain properties.

KEY RATING DRIVERS

SIZABLE REGIONAL SYSTEM: Based in New Orleans, OCF is the largest
integrated health system in Louisiana, with 11 owned or managed hospitals,
17 affiliated hospitals, urgent care centers and over 60 health centers. OCF is
a leading referral center for health care services, with regional referrals and
patient discharges continuing to grow regionally year over year. Patient
revenue continues to show strong growth, rising by 8% from 2015 to 2016.



REDUCED RISK OFFSETS THINNER FINANCIALS: The rating incorporates
OCF's lower operating risk profile, supported by a strong market share
position, growing regional footprint, high acuity services (a 2.27 Medicare
case index at its flagship hospital, Ochsner Medical Center), and over 1,200
employed physicians, which offset a thinner financial profile and allows for
greater variance from 'A' category medians and peers.

SOFTER 2016 PERFORMANCE: Fiscal 2016 (Dec. 31 year end; draft audit)
results show a slight drop in performance with OCF's operating EBITDA
margin softening to 7.8% from 8.5%, which was unexpected. Approximately
$14 million in unanticipated expenses--including the implementation of a
midyear state sales tax on medical devices and disruptions from the flood in
Baton Rouge--coupled with flat volumes, affected performance. First quarter
2017 performance shows OCF meeting its budgeted performance.

THIN LIQUIDITY FOR RATING LEVEL: Continued cash flow and a taxable
bond issue helped shore up liquidity in 2015, but OCF's unrestricted liquidity
ratios dropped at year-end 2016 and remain thin for the rating level. OCF has
debt structure is largely fixed rate, which limits any potential draws on OCF's
liquidity. Despite capital spending, liquidity growth is expected to improve
modestly as some of the capital is debt financed.

CAPITAL PROJECTS REFLECTING GROWTH: OCF is undertaking a
number of projects--the largest of which is a tower expansion on its main
campus--that will provide additional capacity to meet the increasing demand
for OCF's services. The projects are expected to be funded by the current
debt issuance, previously issued debt, cash flow, and philanthropy.

RATING SENSITIVITIES

STABILITY EXPECTED: Fitch expects Ochsner Clinic Foundation's
operations to remain stable, its unrestricted cash and investments to show
modest growth, and its debt metrics to improve as the debt burden begins to
moderate. A further increase in the debt burden or a further drop in liquidity
could lead to negative rating pressure.

CREDIT PROFILE



Located in New Orleans, LA, OCF is a large regional academic, multi-
specialty, healthcare delivery system with 11 owned and managed hospitals
and over 60 health centers in Louisiana. Ochsner employs more than 1,200
physicians in over 67 medical specialties and subspecialties and conducts
over 1,000 clinical research trials annually. In 2016 (unaudited), OCF
reported approximately $2.8 billion in operating revenue.

SOFTER 2016

OCF's 1.8% operating margin and 7.8% operating EBITDA margin in fiscal
2016 (draft audit) were lower than the 2.6% operating margin and 8.5%
operating EBITDA margin in 2015. The 2016 unaudited results reflect
approximately $14 million in unbudgeted expenses. The largest impact was
from the state of Louisiana's midyear implementation of a sales tax on
medical devices. The additional cost to OCF was $11 million for 2016 and the
full year impact will be $14 million, unless the tax is rescinded. Ochsner has
budgeted for the extra expense for 2017, and 1Q 2017 results show Ochsner
meeting its budget.

OCF's regional referral strategy continues to see growth. Regional referrals
increased by 35% in 2015 and discharges from patients more than 25 miles
away grew by 10%, in 2015. Final volume numbers in 2016 show regional
referrals growing by another 16% to over 10,000, and discharges from
patients more than 25 miles away growing by 6%. These referrals are mostly
for higher acuity patients.

OCF's growth strategy has involved a variety of affiliation strategies including
clinical affiliations, management agreements, joint ventures, and acquisitions.
Over the last two years, these partnerships include St. Charles Parish
Hospital, St. Tammany Parish Hospital, the River Parishes Hospital,
Lafayette General Health, CHRISTUS Health Louisiana, Terrebonne General
Medical Center, and Slidell Memorial Hospital.

OCF continues to execute on expense management and efficiency initiatives,
with OCF management reporting margin improvement totaling $187 million
from 2014 through 2016. These initiatives have helped to blunt the effect of
Medicaid cuts that Ochsner has absorbed over the years. The strong
expense management, along with the increased size of the system, has led



to more stability, with coverage remaining relatively stable over the last three
years, averaging 3.2x, in spite of the off year of performance in 2016.

The 'A-' rating and Stable Outlook also factor in OCF's other credit strengths,
including a growing market position in its primary service area, a sizable base
of employed physicians, and experience with population health management.
OCF continues to increase the number of lives it manages, with
approximately 55,000 lives in Southeast Louisiana under full risk contracts
through capitated payments. OCF performs well under these contracts and
continues to show the ability to bend the cost curve for the care of these
patients while maintaining high quality.

Liquidity Weakened in 2016

At Dec. 31, 2016, unrestricted cash and investments was $798.6 million
(reduced by a $52.4 million draw on a line of credit). The unrestricted liquidity
equated to 110.2 days cash on hand (DCOH) and cash to debt of 78.5%.
Both of these trail 'A' medians.

Unrestricted cash and investments fell to $798.6 million from $856.1 million at
year-end 2015. The drop was driven by continued spending on capital, the
softer year of performance, and a $54 million rise in accounts receivable (AR)
due largely to the timing of Managed Medicaid payments and growth in
patient volume at year end. Fitch expects liquidity to stabilize in 2016, as the
AR issue is resolved. The good operational start to the year also supports a
stable year for liquidity. However, a further drop in unrestricted liquidity could
pressure the rating.

New Capital Projects

Bond funds will be used to finance a couple of new projects. In January 2017,
OCF completed the purchase of an urgent care company, with 16 clinical
sites, 12 of which are urgent care. OCF will use bond funds to reimburse itself
for the purchase. The urgent care centers are expected to be cash flow
positive, and OCF anticipates capturing additional patient populations, given
the locations and demographics of the current urgent care volume. Fitch
believes the assumption is reasonable given OCF's ability to engage patients



through its advanced information technology systems and wide physician
coverage.

OCEF is also moving forward on an outpatient clinic in Baton Rouge, which will
relocate and move from a clinic it currently leases on the campus of Baton
Rouge General Medical Center. Last year, Fitch noted that OCF had
announced the signing of a letter of intent to form a strategic partnership with
Baton Rouge General Medical Center, but the due diligence ended with the
health systems parting ways. The new clinic, which will add 25 new providers
and include a new endoscopy suite, will cost approximately $72 million and
be funded with the 2017 bond issuance.

OCF continues to move forward on approximately $250 million of other
capital projects that are being funded largely with the 2015 debt issuance.
The largest project is a tower expansion at OCF's flagship hospital, Ochsner
Medical Center (OMC), in New Orleans. The $84 million project will add six
floors to the main building, with 66 beds added as part of a Phase 1 and a
potential 100 beds added as part of a Phase II.

The remaining projects include a cancer center expansion, an operating room
expansion at EImwood Hospital, and an expansion at the EImwood Clinic.
The tower project is expected to be completed by first quarter 2018 and the
other projects are expected to be completed at various times through 2019.

While the projects bring construction risk, Fitch notes that the need for the
project is being driven by the demand for and growth in OCF's services.
Further mitigating concerns is OCF's recent completion of a number of capital
projects that have proved accretive to its operating performance, including a
primary care medical office building.

Debt Profile

After issuance, OCF will have approximately $1.1 billion in long term debt.
The vast majority of the debt will be fixed rate, of which approximately $1
billion will be fixed rate revenue bonds and the rest various notes and loans
payable. Excluded from total long term debt calculation is a $52.4 million in
borrowing under a line of credit agreement, which is classified as short term



debt and netted out of unrestricted cash and investments.

An analysis of the debt at the end of fiscal 2016 shows pro forma MADS as a
percentage of revenue of 2.5%, better than the 'A" median of 2.7%, and debt-
to-EBITDA of 4.5x above the 'A' median of 2.9x. Pro forma MADS coverage
was 3.2x in 2016, relative to Fitch's 'A' category median of 4.5x.

Disclosure
OCF has covenanted to provide annual and quarterly disclosure through the
Municipal Securities Rule Making Board's EMMA system.

Fitch has affirmed the following OCF parity debt:

--$150,000,000 refunding revenue bonds (Ochsner Clinic Foundation Project)
series 2016;

--$252,800,000 Ochsner Clinic Foundation taxable bonds series 2015;
--$114,800,000 Louisiana Public Facilities Authority refunding revenue bonds
(Ochsner Clinic Foundation Project) series 2015;

--$255,345,000 Louisiana Public Facilities Authority fixed rate revenue bonds
(Ochsner Clinic Foundation), series 2007A;

--$53,660,000 Louisiana Public Facilities Authority fixed rate revenue bonds
(Ochsner Community Hospitals), series 2007B.
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Applicable Criteria

Revenue-Supported Rating Criteria (pub. 16 Jun 2014)

(https://www . fitchratings.com/site/re/750012)

U.S. Nonprofit Hospitals and Health Systems Rating Criteria (pub. 09 Jun
2015) (https://www.fitchratings.com/site/re/866807)

Additional Disclosures

Dodd-Frank Rating Information Disclosure Form
(https://www . fitchratings.com/site/dodd-frank-disclosure/1022644)
Solicitation Status (https://www.fitchratings.com/site/pr/1022644+#solicitation)
Endorsement Policy (https://www.fitchratings.com/regulatory)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS
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WWW.FITCHRATINGS.COM. (https://www.fitchratings.com). PUBLISHED
RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT,
CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL,
COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF
THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS



ARE AVAILABLE AT
HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY

(https://www fitchratings.com/site/regulatory). FITCH MAY HAVE PROVIDED
ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS
RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS
FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED
ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS
ISSUER ON THE FITCH WEBSITE.

Copyright © 2017 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its
subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-
4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission
in whole or in part is prohibited except by permission. All rights reserved. In
issuing and maintaining its ratings and in making other reports (including
forecast information), Fitch relies on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be
credible. Fitch conducts a reasonable investigation of the factual information
relied upon by it in accordance with its ratings methodology, and obtains
reasonable verification of that information from independent sources, to the
extent such sources are available for a given security or in a given
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third-party verification it obtains will vary depending on the nature of the rated
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its reports, Fitch must rely on the work of experts, including independent



auditors with respect to financial statements and attorneys with respect to
legal and tax matters. Further, ratings and forecasts of financial and other
information are inherently forward-looking and embody assumptions and
predictions about future events that by their nature cannot be verified as
facts. As a result, despite any verification of current facts, ratings and
forecasts can be affected by future events or conditions that were not
anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided “as is” without any representation or
warranty of any kind, and Fitch does not represent or warrant that the report
or any of its contents will meet any of the requirements of a recipient of the
report. A Fitch rating is an opinion as to the creditworthiness of a security.
This opinion and reports made by Fitch are based on established criteria and
methodologies that Fitch is continuously evaluating and updating. Therefore,
ratings and reports are the collective work product of Fitch and no individual,
or group of individuals, is solely responsible for a rating or a report. The rating
does not address the risk of loss due to risks other than credit risk, unless
such risk is specifically mentioned. Fitch is not engaged in the offer or sale of
any security. All Fitch reports have shared authorship. Individuals identified in
a Fitch report were involved in, but are not solely responsible for, the opinions
stated therein. The individuals are named for contact purposes only. A report
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its agents in connection with the sale of the securities. Ratings may be
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Fitch. Fitch does not provide investment advice of any sort. Ratings are not a
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on the adequacy of market price, the suitability of any security for a particular
investor, or the tax-exempt nature or taxability of payments made in respect
to any security. Fitch receives fees from issuers, insurers, guarantors, other
obligors, and underwriters for rating securities. Such fees generally vary from
US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In
certain cases, Fitch will rate all or a number of issues issued by a particular
issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent
by Fitch to use its name as an expert in connection with any registration



statement filed under the United States securities laws, the Financial
Services and Markets Act of 2000 of the United Kingdom, or the securities
laws of any particular jurisdiction. Due to the relative efficiency of electronic
publishing and distribution, Fitch research may be available to electronic
subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia
Pty Ltd holds an Australian financial services license (AFS license no.
337123) which authorizes it to provide credit ratings to wholesale clients only.
Credit ratings information published by Fitch is not intended to be used by
persons who are retail clients within the meaning of the Corporations Act
2001

Solicitation Status

Fitch Ratings was paid to determine each credit rating announced in this
Rating Action Commentary (RAC) by the obligatory being rated or the issuer,
underwriter, depositor, or sponsor of the security or money market instrument
being rated, except for the following:

Endorsement Policy - Fitch's approach to ratings endorsement so that
ratings produced outside the EU may be used by regulated entities within the
EU for regulatory purposes, pursuant to the terms of the EU Regulation with
respect to credit rating agencies, can be found on the EU Regulatory
Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement
status of all International ratings is provided within the entity summary page
for each rated entity and in the transaction detail pages for all structured
finance transactions on the Fitch website. These disclosures are updated on
a daily basis.



