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Investment Classifications

Investment Category: Aggressive Income

Sector: Health Care

Recommended Sector Weight: 0% - 5%

Entity Description

ProMedica is a not-for-profit health system
based in Toledo, Ohio, that operates
11 hospitals in Ohio and Michigan; 332
skilled-nursing, assisted-living, hospice
and rehabilitation facilities in 28 states; a
health insurance company (Paramount) with
88,000 members; and a dental plan (Health
Resources) with 300,000 members.

Related Bonds

Lucas County Ohio Hospital Revenue

Credit Ratings

Moody's Ba2 / Negative
S&P BB / Negative
Fitch BB+ / Negative

Analyst: Brian Therien, CFA

INVESTMENT�SUMMARY
We�rate�ProMedica�Health�System�bonds�as�Appropriate�for�Aggressive�Income.�ProMedica's
finances�have�worsened�in�recent�years,�driven�by�debt�taken�on�to�acquire�and�lease�a
system�of�skilled-nursing�and�assisted-living�facilities,�lower�occupancy�in�these�facilities�due�to
COVID-19,�and�higher�expenses.�Occupancy�has�begun�to�recover�in�recent�quarters,�which
we�expect�to�drive�improved�financial�performance,�as�this�trend�likely�will�continue�over�the
next�few�years.�ProMedica's�market�leadership�position�in�a�concentrated�hospital�market�and
diverse�revenue�sources�should�also�help�to�stabilize�its�operations.

BOND�OVERVIEW
Financial�performance�has�declined.
Key�drivers�of�weaker�performance�have
been�lower�occupancy�rates�at�its�skilled-
nursing�and�assisted-living�facilities,�along
with�higher�expenses.�Occupancy�rates�in
these�types�of�facilities�have�declined�for
many�issuers�due�to�health�concerns�related
to�COVID-19.�Higher�expenses�are�the
result�of�inflation�and�a�shortage�of�nurses
and�other�health�professionals.�Occupancy
has�begun�to�recover�in�recent�quarters,
which�we�expect�to�drive�improved�financial
performance,�as�this�trend�likely�will�continue
over�the�next�few�years.

Significant�debt�load�reduces�cushion
to�pay�interest�and�principal�from�cash
flow.�ProMedica�increased�its�debt�load�to
$2.3�billion�to�fund�the�acquisition�of�skilled-
nursing�and�assisted-living�provider�HCR
ManorCare�out�of�bankruptcy�in�2018.�It�also
entered�into�$2.6�billion�of�leases�related
to�these�facilities.�This�large�debt�load�and
these�lease�obligations�reduce�the�cushion
to�pay�principal�and�interest�on�its�bonds
from�available�cash�flow.

Insurance�business�removed�from�Ohio
Medicaid�program.�ProMedica's�insurance
business�-�branded�Paramount�-�was�not
renewed�as�an�Ohio�Medicaid�provider�in
2022.�The�Medicaid�business�has�been�sold
to�Anthem,�which�will�reduce�revenues�from
this�segment.

Market�leadership�position�in
concentrated�hospital�market�can�provide
pricing�power.�ProMedica�is�the�inpatient
market�leader�in�northwest�Ohio�and
southeast�Michigan,�with�a�43%�market
share.�The�No.�2�inpatient�provider�has�a
36%�share;�the�No.�3�provider�has�a�9%
share,�and�the�No.�4�provider�has�an�8%
share.�A�concentrated�market�structure

like�this�is�typically�favorable�for�providers,�as
competition�can�be�less�intense,�potentially
improving�pricing�power.

Diverse�revenues�should�help�stabilize
performance.�ProMedica�generates�revenues
from�multiple�sources,�including�hospitals,
health�and�dental�insurance,�skilled�nursing,
assisted�living,�hospice,�home�health,�and
rehabilitation.�This�diversification�should
help�stabilize�performance�while�occupancy
recovers.

Valuation�-�Valuation�is�based�on�our�analysis
of�yields�relative�to�bonds�of�comparable
quality�and�potential�recovery�in�the�event�of�a
payment�default.

Risks�-�Primary�downside�risks�include�the
possibility�that�ProMedica's�market�position
could�decline�and�recovery�of�the�senior
care�business�could�be�delayed�or�not�fully
achieved,�which�could�drive�credit�ratings
and�bond�prices�lower.�Upside�risks�include
the�possibility�that�ProMedica's�senior�care
business�could�recover�more�quickly�than
expected,�improving�financial�performance.
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Required Research Disclosures

Appropriate�for�Income Appropriate�for�Aggressive�Income Sell FYI
Appropriate�for�Income�–�We�consider�bonds�to�be
an�appropriate�holding�for�investors�seeking�Income
within�a�well-diversified�portfolio.�Our�time�horizon�is
3-5�years.

Appropriate�for�Aggressive�Income�–�We
consider�bonds�appropriate�only�as�a�small
Aggressive�Income�portion�within�a�well-diversified
portfolio.�Bonds�within�this�category�are�riskier,�with
a�higher�possibility�of�loss�due�to�default,�than�bonds
classified�as�Income.�Our�time�horizon�is�3-5�years.

Sell�–�We�recommend�investors�sell�these
bonds.�We�believe�these�bonds�are�no�longer
an�appropriate�fixed-income�holding�because,�in
our�opinion,�they�offer�an�unattractive�risk/reward
scenario�at�current�prices.�Our�time�horizon�is�3-5
years.

FYI�-�For�informational�purposes�only;�factual,�no
opinion.

Initiated Coverage (Appropriate for Income) 11/05/19.....(Appropriate for Income) 11/05/19-05/03/22...(Appropriate for Aggressive Income) 05/03/22-

Analyst Certification
• I certify that the views expressed in this research report accurately reflect my personal views about the subject securities and issuers; and no part of my

compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in the research report. Brian Therien, CFA

•• Analysts receive compensation that is derived from revenues of Edward Jones as a whole which include, but are not limited to, investment banking revenue.
• Edward Jones trades as principal in the debt securities that are the subject of this research report.

Other Disclosures
• This report does not take into account your particular investment profile and is not intended as an express recommendation to purchase, hold or sell particular

securities, financial instruments or strategies. You should contact your Edward Jones Financial Advisor before acting upon this report.
• This report is a product of the Edward Jones Securities Research Department.
• All investment decisions need to take into consideration individuals’ unique circumstances such as risk tolerance, taxes, asset allocation and diversification.
• Before investing in bonds, you should understand the risks involved, including interest rate risk, credit risk and market risk. Bond investments are subject to

interest rate risk such that when interest rates rise, the prices of bonds can decrease, and the investor can lose principal value if the investment is sold prior to
maturity.

• Edward Jones limits inventory positions for fixed income securities. This security may currently be subject to these internal limits; however, this should not be
considered contrary to our current recommendation.

• This opinion is based on information believed reliable but not guaranteed. The foregoing is for INFORMATION ONLY. Additional information is available on
request. Past performance is no guarantee of future results.

• This issuer may have issued bonds in both large and small offering sizes. Bonds which are part of small offerings are generally less liquid, which may cause
the price you receive in the secondary market to be lower than prices received by investors in large issues of the same issuer's bonds.

• If you sell this security prior to maturity, you may receive more, less, or the same dollar amount you originally invested because the security's market value
may fluctuate over time due to various market factors (e.g., interest rates).

• Information about research distribution is available through the Investments and Services link on www.edwardjones.com.
• For U.S. clients only: Member SIPC --- For Canadian clients only: Member - Canadian Investor Protection Fund
• Diversification does not guarantee a profit or protect against loss in declining markets.
• In general, Edward Jones analysts do not view the material operations of the issuer.
• Credit ratings generally represent the rating company's opinion of the bond's ability to meet its ongoing contractual obligations. These ratings are estimates

and should be one of many factors considered in evaluating fixed income investments. These ratings do not address suitability or future performance. N/A
indicates no rating available.

• When investing in issuers incorporated outside your own country of residence, you should consider all other material risks such as currency risk, political
risk, liquidity risk and accounting rules differences, which can adversely affect the value of your investment. Please consult your Financial Advisor for more
information.

• Ratings from Standard & Poor's ("S&P"), Moody's and Fitch may be shown for certain securities. S&P requires we inform you: (1) Ratings are NOT
recommendations to buy, hold, sell or make any investment decisions and DO NOT address suitability or future performance; (2) S&P DOES NOT guarantee
the accuracy, completeness, or availability of any ratings and is NOT responsible for results obtained from the use of any ratings. Certain disclaimers related
to its ratings are more specifically stated at http://www.standardandpoors.com/disclaimers.
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