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New York, October 03, 2017 -- Issue: Revenue Bonds, Series 2017A; Rating: A3; Rating Type: Underlying LT;
Sale Amount: $40,645,000; Expected Sale Date: 10/16/2017; Rating Description: Revenue: Other;Issue:
Taxable Revenue Bonds, Series 2017B; Rating: A3; Rating Type: Underlying LT; Sale Amount: $17,780,000;
Expected Sale Date: 10/16/2017; Rating Description: Revenue: Other;

Summary Rating Rationale

Moody's Investors Service assigns an A3 to Anne Arundel Health System's, MD proposed $40.65 million of
Revenue Bonds, Series 2017A and $17.78 million of Taxable Revenue Bonds, Series 2017B. Both series are
expected to be issued as fixed rate bonds; the Series 2017A are expected to mature in 2034 and the Series
2017B in 2027. The outlook has been revised to stable from positive. Concurrently we are affirming the A3 on
Anne Arundel Health System's (AAHS) outstanding bonds.

Affirmation and assignment of the A3 reflects AAHS's fundamentally strong market position, historic trend of
strong cash-flow generation and healthy patient demand. These strengths are tempered by very recent
performance which moderates a multi-year trend of momentum; underpinning the change in outlook to stable.
The rating is constrained by still leveraged financial profile as measured by revenue and balance sheet metrics,
though improvement has occurred, as well as perennial material collateral posting on its swaps, which
exacerbates the risk of more modest balance sheet cushion for debt.

Rating Outlook

The change in the outlook to stable from positive reflects FY 2017's marked deviation from budget and historic
performance trends, which results in exacerbation of already elevated leverage metrics. The outlook
incorporates maintenance of absolute liquidity and management's expectation that FY 2018 will be stronger
then FY 2017, though margins will not be restored to historic levels immediately; failure to achieve and
maintain expected levels of improvement could further pressure the outlook.

Factors that Could Lead to an Upgrade

Restored margins which are durable at levels consistent with historic performance

Continued reduction in leverage (specifically debt-to-cash flow and debt-to-revenue) equating to metrics more
comparable to A2 medians

Further balance sheet build that translates to stronger coverage of debt

Factors that Could Lead to a Downgrade

Further decline in financial performance or inability to rebuild margins to levels comparable to A3 medians

Weakened debt coverage ratios or measurably higher leverage

Measurably thinner liquidity ratios, specifically cash to debt

Material market share loss

Quality degradation that leads to top line revenue declines under the State's rate setting methodology

Legal Security

The bonds are secured by a pledge of "receipts" from the obligated group. The obligated group includes Anne
Arundel Health System (the parent), Anne Arundel Medical Center and Anne Arundel Health Care Services,
Inc., representing the vast majority of consolidated system revenues, cash flow and cash.



Use of Proceeds

Proceeds from the Series 2017A&B bonds will be used, in conjunction with other funds, to refund the Series
2010 bonds outstanding.

Obligor Profile

Anne Arundel Health System, Inc. owns and operates a regional health care delivery system located in
Annapolis, Maryland, approximately 30 miles south of Baltimore and 30 miles east of Washington, D. C.. The
Health System is the sole corporate member of the Anne Arundel Medical Center, Inc., a 385-licensed bed
acute care hospital, located three miles from the center of Annapolis, the state capital. The medical center
operates the only hospital within a 15 mile radius.

Methodology

The principal methodology used in this rating was Not-For-Profit Healthcare Rating Methodology published in
November 2015. Please see the Rating Methodologies page on www.moodys.com for a copy of this
methodology.

Regulatory Disclosures

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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