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Opinion

NEW YORK, Oct 21, 2011 -- Moody's Investors Service has assigned A2 long-term and underlying ratings to Catholic Healthcare West's
(CHW) Series 2011 revenue bonds. The 2011 Series A, Series B, and Series C (CA) bonds will be issued by the California Health Facilities
Financing Authority; the 2011 Series B (AZ) bonds will be issued by the Arizona Health Facilities Authority. The 2011 Series B and Series C (CA)
bonds are variable rate demand obligations and are expected to be supported by a five-year, irrevocable direct pay letter of credit (LOC) from
the Bank of Montreal for each series of bonds. Enhanced long-term and short term ratings reflecting the letter of credit will be published
separately. The series 2011 bonds altogether will increase CHW's total debt by approximately $350 million. At this time, we are also affirming
the A2 long term and underlying ratings on CHW's outstanding parity debt. The outlook has been revised to negative from stable.

SUMMARY RATING RATIONALE: The affirmation of the A2 rating reflects CHW's good balance sheet position, its acceptable debt coverage
measures, and its core strategic strength as a large, multistate health system operating 40 hospitals, producing nearly $10 billion in annual
revenues, and generating over 412,000 of total inpatient admissions. The revision of the outlook to negative from stable reflects a second year
of deteriorating operating performance and poor core operating results in FY 2011. (Moody's base calculations for CHW's FY 2011 operating
income exclude $199 million relating to the California State provider fee, and an additional $203 million relating to other items; see below for
additional information). Although operating cashflow declined by approximately 43% from FY 2009 to FY 2011, a downgrade is precluded at this
time due in part to CHW's improved balance sheet position, and the receipt of significant funding under the California State provider fee
program. Failure to improve the organization's core operating performance would likely result in a downgrade.

STRENGTHS

*Large multistate system with 40 hospitals in three states organized into 10 service areas; revenues are nearing $10 billion; total inpatient
admissions are in excess of 412,000

*Improved liquidity from prior years, with cash on hand improving to 177 days at fiscal year end (FYE) 2011 from a recent low of 149 days at
FYE 2009

*Passage and approval of the provider fee in the state of California provides significant additional support; net receipts improves FY 2011



operating income (inclusive of 21 months of net reimbursement) by approximately $199 million (not included in our base calculations); a 6
month extension of the program through June 2011 (awaiting final CMS approval) would provide an additional $98 million to CHW; a further 30-
month extension of the program through December 2013 is also awaiting CMS approval and would provide an estimated $435 million to $495
million total of additional net proceeds to CHW; CMS' decision regarding the 30-month extension is likely a year away

*Stable management team with proven track record of being able to deliver significant operating improvements

*Decision to divest from two ailing hospitals provides immediate relief to operations

CHALLENGES

*Second year of operating pressures due in part to high unemployment and poor economic conditions in a number of CHW's largest regions;
several of CHW's operating regions did worse in FY2011 than the prior year; overall, operating income dropped to a loss of $205 million (-2.1%
margin) in FY 2011 from an already relatively weak $38.4 million (0.4% margin) in FY 2010; operating cashflow dropped to $456 million (4.6%
margin) from $683 million (7.3% margin) over the same time period; (results exclude the California provider fee and adjust for a number items,
discussed in more detail below)

*Higher-than-average leverage position (inclusive of the additional debt) with 8.2 times proforma debt-to-cashflow and a moderate 3.0 times
(Moody's adjusted) proforma peak debt service coverage

*Improved though still significant indirect debt levels; pension liability at FYE 2011 was equal to $758 million (which represents an improvement
of the PBO funded level to 75% from 61% at FYE 2010); total non-cancelable operating leases (calculated at six times current lease expense)
are equal to another $653 million in debt

*Challenges in managing labor costs with approximately 59% of the system's workforce unionized; annual wage increases exceed national
averages; major negotiations with both of the organization's top unions are scheduled to take place over the next two years, one of which is
commencing imminently

*Competition in most major markets from large and financially solid healthcare systems

DETAILED CREDIT DISCUSSION

USE OF PROCEEDS: Proceeds of the Series 2011 bonds will: 1) refund a total of $285.6 million of outstanding bonds (including the Series
1993A (CA) bonds, the Series 1996E (CA) bonds, the Series 1997A (CA) bonds, the Series 1998A (CA) bonds, and taxable put bonds issued
earlier this year); and 2) contribute approximately $350 million towards various capital projects.

LEGAL SECURITY: Bonds are a joint and several obligation of the CHW Obligated Group (which represents 99% of CHW consolidated
revenues) and is backed by a pledge of gross revenues. The MTI contains adequate rate covenant and additional indebtedness tests. CHW
must maintain certain debt and liquidity covenants required by the insurers and banks.

INTEREST RATE DERIVATIVES: CHW is counterparty to sixteen LIBOR-based, fixed payer swap contacts, with a total current notional amount
of approximately $941 million. CHW recently expanded its number of counterparties, which now includes Deutsche Bank in addition to Citibank
and JPMorgan. CHW's swaps do not have collateral posting requirements.

MARKET POSITION/COMPETITIVE STRATEGY: MOST OF SYSTEM'S HOSPITALS OPERATE IN COMPETITVE MARKETS; ECONOMIC
CHALLENGES ARE AFFECTING MOST REGIONS

CHW operates 40 hospitals in California, Arizona, and Nevada organized into 10 service areas. Moody's considers a core credit strength of
CHW to be the size and relative diversification of the organization, which produced revenues nearing $10 billion excluding provider fee revenue
and other items, and generated inpatient admissions in excess of 412,000. The organization has historically had a strong service mission, and
among Moody's portfolio of 16 large multi-state systems, CHW has the highest exposure to Medicaid, at 21%.

Many of CHW's markets are experiencing economic stress, which has had an impact on financial performance organization wide in each of the
last two years. Most of CHW's hospitals operate in competitive markets and compete against large not-for-profit and for-profit healthcare
systems, several of which have been significantly investing in their facilities over the last several years. CHW's strategies include investing in
existing markets to enhance key service lines, adding capacity to capture growth, and more closely aligning with physicians through various
models. CHW is also investing in ambulatory services, either directly or through joint ventures. The organization is growth oriented, and may
expand into contiguous markets.

CHW recently announced the intended sale of one of its most ailing hospitals (Saint Mary's in Reno, Nevada) to a for-profit health system, and it
has disclosed that it is seeking a partner for Saint Mary's in Long Beach, which has also had a history of challenged operating performance.
From a credit perspective, we view management's willingness to make decisions which improve core operating measures as a significant
positive. In line with this goal, management recently restructured the organization around ten different geographical markets in order to increase
regional responsiveness and improve profitability. The senior management team is seasoned and stable, and has a history of executing
significant operational improvements, which is an important strength in the current environment.

After a prolonged period of elevated capital spending (which average 2.1 times depreciation from 2005 to 2009), CHW more recently has
reduced capital spending in order to preserve liquidity and strengthen the organization's balance sheet. Capital spending dropped to 1.2 times
depreciation in 2010, and increased just slightly to 1.4 times depreciation in 2011. We view positively management's ability to respond quickly to
market realities and to curb spending in order to achieve certain balance sheet objectives. CHW's largest capital project currently is to improve
its electronic medical record system organization wide. Management has committed to a capital expenditure level that approximates operating
cashflow (unadjusted) to maintain its financial profile.

OPERATING PERFORMANCE: SECOND YEAR OF OPERATING CHALLENGES UNDERMINES CORE PERFORMANCE MEASURES;
CALIFORNIA STATE PROVIDER FEE MONIES HELP FILL GAP

FY 2011 represented a second year of significant operating challenges for CHW, and poor fundamental operating results are a primary driver of
the negative outlook. Excluding $199 million related to the California state provider fee program and adjusting for certain one-time and non-cash



items, operating income dropped to a loss of $205 million (-2.1% margin) in FY 2011 from an already relatively weak $38.5 million (0.4% margin)
in FY 2010. Operating cashflow dropped to $456 million (4.6% margin) from $683 million (7.3% margin) over the same time period. Overall,
operating cashflow dropped 43% over the last two years after reaching a peak of $807 million in 2009. (Moody's adjustments include: exclusion
of the change of the mark-to-market on swaps from interest expense (which in 2011 reduced reported interest expense by $40.9 million);
inclusion of CAPI in interest expense ($20.2 million in 2011); exclusion of investment income related to the system's interest in Scripps ($31
million in 2011) and reclassification of operating revenue related to Scripps to non-operating income ($48.7 million in 2011); exclusion of income
relating to a non-cash one-time gain resulting from the transfer of services to Phoenix Children's Hospital in 2011 ($47.3 million); and the
reclassification of contributions to non-operating income).

The poor core operating results in 2011 are due to a number of factors. Overall, CHW's exposure to Medicaid increased to 21%, from 20% in
2010 and 19% in 2009. More significantly, bad debt expense increased another 14% in 2011, after increasing by 9.5% in 2010, increasing to
$848.9 million, from $680.6 million in 2009. Volumes continued to be weak, with inpatient admissions dropping overall for the first time in recent
history (to 412,480 from 413,548). Operating pressures were experienced across the system, and several regions experienced a decline in
operating income.

Passage and approval of the provider fee in the state of California provides CHW with significant additional support. Net receipts in FY 2011
improved operating income (inclusive of 21 months of net reimbursement) by approximately $199 million (which is not included in our base
calculations). Inclusion of the full 21 month results in FY 2011 operating income improves the operating margin to -0.1%, the operating cashflow
margin to 6.3%, and maximum annual debt service coverage to 3.7%. A 6 month extension of the program through June 2011 has been
approved by the California State legislature and is nearing final approval by CMS. This would provide CHW with an additional $98 million. A
further 30-month extension of the program through December 2013 has also been approved by the California State legislature, and is also
awaiting CMS approval, which is likely up to a year away. The 30-month extension would provide an estimated $435 million to $495 million total
of additional net proceeds to CHW over the full time horizon. We believe the provider fee is an important bulwark against CHW's current
operating challenges.

Looking forward, CHW faces a number of additional challenges, including two major union contract negotiations over the next two years (one of
which is commencing; 59% of the system's workforce is unionized) and uncertainty around Medicaid (California state is currently implementing
a new payment system for MediCal; Arizona state has announced cuts to its state Medicaid program, which could result in significant
reductions for CHW). Management has articulated a number of operational improvement measures, a number of which began to be
implemented over a year ago. We note that much of current senior management was in place approximately 10-years ago at the time when the
organization underwent a significant and fundamental operational turn around. This experience is extremely valuable in light of the scope of
current challenges.

BALANCE SHEET POSITION: POSITIVE INVESTMENT RETURNS AND CALIFORNIA STATE PROVIDER FEE MONIES HELP BOLSTER
CASH POSITION; LEVERAGE MEASURES REMAIN RELATIVELY MODEST

CHW's unrestricted investments further improved in FY 2011, with cash on hand improving to 177 days at FYE 2011, from 166 days at FYE
2010 and from 150 days at FYE 2009. The increase in cash was the result of positive investment performance, continued moderation in capital
spending, and the receipt of significant monies from the California State provider fee program. The system has recently somewhat changed its
asset allocation (inclusive of operating cash and long term investments), from 60% cash and fixed income (and 40% equities and alternatives);
to 50% cash and fixed income (and 50% equities and alternatives). Also, the allocation of cash and fixed income has moved starkly away from
cash, and more towards fixed income, reflecting the gradual redeployment of the high cash position that CHW had built during the financial
crisis. CHW's investments are highly liquid, with 91% of investments available within 30 days.

The series 2011 bonds will increase CHW's debt load by approximately 8.5%. CHW's debt measures remain relatively moderate, with proforma
debt-to-cashflow of 8.2 times, Moody's adjusted proforma peak debt service coverage of 2.5 times, proforma debt to operating revenues of
47%, and proforma cash to debt of 101% (which, however, is significantly improved over year's past). Approximately 29% of CHW's debt is
putable, and approximately 26% has a variable interest rate. Nearly 100% of CHW's variable rate debt has been swapped to fixed rate with
LIBOR-based fixed payer swaps (CHW recently expanded its number of counterparties, which now includes Deutsche Bank in addition to
Citibank and JPMorgan; CHW's swaps do not have collateral posting requirements). CHW's ratio of monthly liquidity to demand debt is good at
329%.

CHW's pension was underfunded by $758 million as of June 30, 2011, which represents an improvement of the PBO funded level to 75% from
61% at FYE 2010. The system has been funding its pension obligation at expense levels, which is an increase from prior years. As CHW's plan
is a church plan, it has more funding flexibility than plans that follow ERISA guidelines. Other indirect debt includes non-cancelable operating
leases, which at FYE 2011 was equal to another $653 million in debt (calculated at six times current lease expense).

Outlook

The revision of the outlook to negative from stable reflects a second year of deteriorating operating performance and poor core operating results
in FY 2011, (excluding provider fee revenue). Although operating cashflow declined by 43% from FY 2009 to FY 2011, a downgrade is precluded
at this time due in part to CHW's improved balance sheet position, and its receipt of significant funding under the California State provider fee
program. Failure to improve the organization's core operating performance would likely result in a downgrade.

WHAT COULD MAKE THE RATING GO UP

Sustained improvement in operating income, cashflow and associated margins; continued improvement in liquidity and balance sheet
measures.

WHAT COULD MAKE THE RATING GO DOWN

Failure to improve operating performance net of provider fee monies; the issuance of additional debt beyond what can be accommodated by
cash flow and liquidity growth; material decline in unrestricted cash

KEY INDICATORS

Assumptions & Adjustments:



-Based on financial statements for Catholic Healthcare West and Subordinate Corporations

-First number reflects audit year ended June 30, 2010

-Second number reflects proforma on audit year ended June 30, 2011, including the series 2011 bonds

-Investment income related to the system's interest in Scripps is excluded; revenue related to Scripps is reclassified to non-operating income
from revenue; both income and expenses related to the California state provider fee program are excluded; income relating to a one-time gain
to net assets from the transfer of services to Phoenix Children's Hospital in 2011 is excluded; contributions are reclassed as non-operating
income; interest expense includes capitalized interest and excludes changes in fair value of interest rate swaps

-Investment returns smoothed at 6%

*Inpatient admissions: 413,548; 412,480

*Total operating revenues: $9.4 billion; $9.8 billion

*Moody's-adjusted net revenue available for debt service: $985 million; $810 million

*Total debt outstanding: $4.2 billion; $4.6 billion

*Maximum annual debt service (MADS): $275 million; $275 million

*Moody's-adjusted MADS coverage with normalized investment income: 3.6 times; 3.0 times

*Debt-to-cash flow: 5.6 times; 8.2 times

*Days cash on hand: 167 days; 170 days

*Cash-to-debt: 96%; 101%

*Operating margin: 0.4%; -2.3%

*Operating cash flow margin: 7.3%; 4.6%

CONTACTS

Issuer: Michael Blaszyk, Senior Executive Vice President/CFO, Catholic Healthcare West, (415) 438-5535; Lisa C. Zuckerman, Vice President,
Treasury Services, Catholic Healthcare West, (415) 438-5529

PRINCIPAL METHODOLOGY USED

The principal methodology used in this rating was Not-for-Profit Hospitals and Health Systems published in January 2008. Please see the Credit
Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

The Global Scale Credit Ratings on this press release that are issued by one of Moody's affiliates outside the EU are considered EU Qualified
by Extension and therefore available for regulatory use in the EU. Further information on the EU endorsement status and on the Moody's office
that has issued a particular Credit Rating is available on www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant 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 relevant regulatory disclosures in relation to the rating action on the support provider and in relation to each particular
rating action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this announcement
provides relevant 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.

Information sources used to prepare the rating are the following: parties involved in the ratings, parties not involved in the ratings, public
information, confidential and proprietary Moody's Investors Service's information,and confidential and proprietary Moody's Analytics' information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient quality and from sources Moody's
considers to be reliable including, when appropriate, independent third-party sources. However, Moody's is not an auditor and cannot in every
instance independently verify or validate information received in the rating process.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com for further information on the meaning
of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com for the last rating action and the rating history.

The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized and accurate data may not
be available. Consequently, Moody's provides a date that it believes is the most reliable and accurate based on the information that is available
to it. Please see the ratings disclosure page on our website www.moodys.com for further information.
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PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations
that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act
2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MJKK”) are
MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In
such a case, “MIS” in the foregoing statements shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned
credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings Inc.,
a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of
the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to make
any investment decision based on this credit rating. If in doubt you should contact your financial or other professional
adviser.


