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The Elements of Capital and Strategy+

As leading not-for-profit healthcare 
organizations continue to become 
larger in scale and more complex, 
the need for 
resources to 
modernize 
facilities, integrate 
advanced 
information 
systems, and 
provide high-
value care has 
intensified. 
Access to capital 
at the lowest 
available cost 
and on the most 
favorable terms 
to fund these 
strategic priorities 
requires effective 
communication with investors and 
the various intermediaries in the 
capital markets.  

Just as hospitals and health 
systems must gain the trust of 
the communities they serve as 

providers of care, so, too, must they 
establish trusted relationships with 
the investor community, including 
investors, lenders, credit providers, 

and rating agencies. The more that 
investors have familiarity with, and 
positive impressions of, a healthcare 

organization, the 
more demand 
there will be for 
that organization’s 
bonds; and with 
greater demand 
comes lower 
cost and better 
terms. To build 
and maintain trust 
through familiarity 
and positive 
impressions, 
leading health 
systems are 
adept at regularly 
and clearly 
communicating 

their key objectives, priorities, 
strategic initiatives, and strengths 
through formal investor relations 
programs.
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Legal Requirements vs. 
Investor Expectations 
for Disclosure

While applicable securities laws and 
regulations govern certain levels of 
disclosure (see the sidebar below), 
there is a difference between what is 
required by law and what investors 
often want to know. When evaluating 
an organization’s financial profile, 

investors are interested in what is 
driving the organization’s financial 
performance, its prospects for future 
performance, and the risks the 
organization faces. Often, explaining 
these factors goes beyond what is 
minimally required under law. 

To develop strong investor 
relationships, healthcare leaders 
should, in consultation with 

their legal and financial advisors, 
proactively develop policies that 
will guide their organization’s 
communications with the investor 
community. 

For example, credit analysts typically 
review a healthcare organization’s 
enterprise and financial profiles, 
taking a close look at the income 
statement and balance sheet, market 
share, outpatient volumes and 
inpatient admissions, diversity of 
revenue sources, and debt service 
requirements. They also consider the 
strength of the management team 
and the quality of care provided. 

Meanwhile, securities laws and their 
accompanying regulations provide 
guidance regarding what type of 
information must be disclosed, the 
appropriate timing for disclosure, and 
how often healthcare organizations 
must share financial information with 
investors. Moreover, organizations 
must agree to meet certain 
continuing disclosure obligations in 
connection with any public offering. 

Many hospital and health system 
leaders do not always have a clear 
understanding of what they can 
disclose. Disclosure rules can often 
be confusing and, as a result, legal 
and financial advisors are commonly 
relied upon for compliance in this 
area. While leaders should of course 
rely on outside counsel and others 
when considering their disclosure 
obligations, a clear understanding 
of those obligations and how they 
affect the organization’s standing in 
the market is critical. Health systems 
should work not only to comply 
with their legal and contractual 
requirements, but to do so in a way 
that enhances investor relations.

UNDERSTANDING THE DISCLOSURE RULES

What are the disclosure rules—and what is the appropriate investor 
relations strategy that will put an organization in favorable standing 
with the financial community, yet not give away confidential 
strategic information? When, for example, should strategies for 
pending partnerships, such as mergers or joint ventures, be shared? 
When should a significant error in a cost report be disclosed? 

The SEC requires that when underwriting bonds of the type issued 
by most hospitals and health systems, bond dealers must ensure 
that the “obligated person” (the entity legally responsible for 
payment of the debt obligations) enters into an agreement to 
provide certain financial information related to the securities on 
an ongoing basis to the Municipal Securities Rulemaking Board 
(MSRB). This information includes operating data and event 
notices, such as bond calls, rating changes, loan defaults, mergers, 
bankruptcies and, for disclosure agreements entered into on or 
after Feb. 27, 2019, “material events,” which include:

 � Incurrence of a material financial obligation or agreement to 
covenants, events of default, remedies, priority rights, or other 
similar terms which affect security holders; and

 � Default, event of acceleration, termination event, modification 
of terms, or other similar events any of which reflecting financial 
difficulties.

Disclosure rules also specify what, how, and when to disclose. In 
most cases, annual disclosures must be submitted on or before 
the date specified in the continuing disclosure agreement, or 
notice of failure to do so must be submitted to the MSRB through 
the Electronic Municipal Market Access database (EMMA). Often, 
organizations engage a “dissemination agent,” such as a bond 
trustee or financial advisor, to assist in posting the required 
information.

Healthcare organizations are advised to confer with legal counsel 
should an issue regarding disclosure arise.
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At times, health system leaders fear 
disclosing too much information 
could lead to the loss of competitive 
advantage in their market. However, 
these concerns can be managed in a 
compliant and strategic manner that 
provides investors the desired level of 
ongoing information while protecting 
the health system’s key business 
initiatives. Reaching out to investors 
only when in need of financing is 
simply not the best approach. 

Because of rules prohibiting 
selective disclosure, organizations 
may also be hesitant to disclose 
information in certain settings for 
fear that not all investors will have 
access to the information. Such 
selective disclosure can create 
legal issues for an organization, 
but this risk may be managed via 
internal policies and procedures. 
For example, if an organization is 
concerned that information in a 

conference presentation may not 
be readily available to the entire 
market, the organization could 
publicly post the presentation to 
EMMA (see the sidebar below) to 
ensure the information is generally 
available to the market.    

TAKING A CLOSER LOOK: HOW HEALTH  
SYSTEMS APPROACH INVESTOR RELATIONS

As health systems have become larger through mergers, acquisitions, and other types of affiliations, the need 
to develop formal investor relations policies is stronger than ever. Examining the policies put in place by other 
health systems is a good place to start.

As publicly traded companies, Nashville-based HCA Healthcare and Dallas-based Tenet Health, two of the 
largest health systems in the country, have extensive investor relations programs. Both post a calendar of 
events, including upcoming investor conferences and calls, on the investor relations section of their websites. 
Tenet also sends calendar invites for investor calls. Additionally, these health systems provide links to the 
webcasts and presentations delivered at investor conferences.

Many large, not-for-profit healthcare organizations have taken a similar approach, posting comprehensive 
financial information on their websites, in addition to the information they are required to disclose on EMMA. 
Examples include the following:

 � Ascension, St. Louis, Mo. (operating revenue: $23.2 billion in FY18), which has 141 hospitals in 22 states, 
posts quarterly and annual consolidated financial statements, management discussion and analysis of 
financial conditions, and liquidity summaries.

 � Cleveland Clinic, Cleveland, Ohio (operating revenue: $8.9 billion in FY18), issues information on its 
mission, values, integrity and innovations, and business ethics. The health system also issues an annual 
“State of the Clinic” report that highlights the health system’s clinical, financial, and outreach efforts, 
among others.

 � Trinity Health, Livonia, Mich. (operating revenue: $18.3 billion in FY18), which operates 93 hospitals in 23 
states, hired its first investor relations manager in 2015. The health system issues audited and unaudited 
quarterly and annual financial statements and investor presentations, as well as a detailed management 
discussion and analysis. 

 � University of Pittsburgh Medical Center (operating revenue: $19 billion in CY18), a Pittsburgh-based 
system of multiple hospitals, outpatient facilities, and other healthcare-related businesses, has an 
extensive financial disclosure policy that includes voluntary compliance with Sarbanes-Oxley regulations 
(accounting rules intended for the corporate sector), an uncommon practice for the not-for-profit sector. 
Other financial information the health system discloses includes an unaudited quarterly disclosure of 
consolidated financial statements as well as bond ratings and disclosures (Moody’s Investors Service, 
Fitch Ratings, Standard & Poor’s).
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Developing a Strong 
Investor Relations Strategy

There are five best practices 
healthcare organizations should 
consider in developing their investor 
relations strategy.

1. Share the positive  
and the negative. 

Transparency is critical. Healthcare 
organizations should be forthright 
in disclosing performance trends 
and operating challenges that 
could influence an investor’s 
perception of the organization. 
Material developments that may 
affect a corporation’s operations or 
prospects also should be disclosed 
under the guidance of financial 
advisors and legal counsel. 

It is important to note that 
healthcare leaders should exercise 
caution in communicating 
expectations of future performance. 
Future performance is difficult 
to predict, and leaders should 
be careful not to over-project 
performance—whether positively 
or negatively. Doing so could 
unintentionally mislead investors.

2. Use apples-to-apples  
comparisons. 

Sometimes, the financial metrics 
shared by an organization vary from 
one period to the next, making it 
difficult for investors to accurately 
gauge performance. Ensuring 
that the same metrics are used 
consistently enables credit analysts 
to better understand trends. This 
approach also engenders trust.

ONE SYSTEM’S 
APPROACH:  
FOCUS ON 
ACCOUNTABILITY

For one Southern health 
system, communicating 
the cultural change 
occurring within the 
organization instilled a 
sense of trust among 
the investors by 
focusing its message on 
accountability: leaders 
who were not meeting the 
organization’s strategic 
targets had been let 
go, replaced by a team 
composed of existing staff 
that could successfully 
engage team members 
in achieving higher levels 
of performance. The new 
leadership team portrayed 
confidence, competency, 
and a sense of calm 
that left investors with a 
positive impression. The 
result: The health system 
avoided downgrades 
to its credit rating and 
achieved attractive yields 
that lowered the cost 
of capital to fund new 
projects.

ONE SYSTEM’S 
APPROACH:  
GET IN FRONT 
OF THE STORY

One multihospital system 
on the east coast found 
that proactively sharing 
expected changes in the 
organization’s financial 
position with investors 
before they occurred built 
confidence and trust in  
the organization’s 
management team. 

The health system had 
experienced three years 
of strong financials, but 
leaders anticipated the 
organization’s financial 
performance would 
decline as capital spending 
levels increased and the 
organization made critical 
investments necessary 
to thrive in a competitive 
market. Leaders worked to 
crystallize key messages 
and shape the narrative it 
would present to investors, 
focusing not only on the 
health system’s historical 
performance, but also on 
the expected downturn 
during a period of transition 
for the health system.  
They also explained why 
leaders believed cash flow 
would improve by the end 
of the year. 

The strength of the 
messages presented, 
and the degree of 
transparency with which 
leaders approached the 
capital markets, ultimately 
helped minimize rating 
downgrades during a 
period of transition for the 
health system.
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3. Ensure integrity of  
information. 

Organizations should provide 
current financial information and 
update or clarify material financial 
information known to be outdated 
or misleading. To prevent false or 
misleading information from being 
disseminated in the first place, 
procedures should be established 
for internal control over financial 
reporting. Organizations should 
also be sure not to omit any data 
or information that is necessary 
to make the information provided 
accurate and not misleading.

4. Consider disclosure of 
terms and covenants of 
private placements with 
banks and other investors. 

Privately placed municipal securities 
and bank loans have become 
more common alternatives to 
traditional public offerings and can 
comprise a significant portion of 
an organization’s total debt. Until 
2019, organizations were not legally 
required to disclose any details 
regarding these private financings. 
However, continuing disclosure 
agreements entered into after Feb. 

27, 2019, include such disclosure 
obligations. In practice, disclosure of 
details of these private placements 
and bank loans has varied across the 
market but is expected to increase. 
Even organizations that are not 
legally required to do so may find 
disclosure to be a best practice. 

Posting information about 
alternative financings to EMMA 
provides investors with access to 
key information that informs their 
investment decisions. Healthcare 
organizations should work with 
their legal and financial advisors in 
summarizing relevant information 
regarding private placements and 
bank loans.

5. Share the organization’s 
long-term vision and its 
strategy for mitigating 
headwinds in the industry.

Credit analysts appreciate insight 
into a hospital or health system’s 
strategy and are more apt to 
recommend an organization for 
investment if they are familiar with 
the organization’s management and 
strategy.

Enhancing Transparency—
and Trust 

As health systems grow larger 
through mergers, acquisitions, 
partnerships and joint ventures, 
transparency—especially fiscal 
transparency—is critical. Leaders for 
hospitals and health systems should 
aim to build long-term credibility 
and positive brand awareness with 
investors by maintaining a steady 
and reliable flow of information 
through regular communication and 
timely public financial disclosure. 
Doing so will help to optimize the 
costs of capital—and support a 
healthier bottom line.
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H2C Offices

NEW YORK

623 Fifth Avenue, 29th Floor 
New York, NY 10022 
212 257 4500

CHICAGO

311 S. Wacker Drive, Suite 5425 
Chicago, IL 60606 
312 508 4200

ATLANTA

3333 Piedmont Road, Suite 725 
Atlanta, GA 30305 
402 937 1350

SAN DIEGO

4655 Executive Drive, Suite 280 
San Diego, CA 92121 
858 242 4800

About Hammond Hanlon Camp LLC

HAMMOND HANLON CAMP LLC (“H2C”) is an independent strategic 
advisory and investment banking firm with a primary focus on healthcare 
services companies and related organizations.  Our commitment to exceed 
our clients’ expectations begins with senior leadership on every engagement 
and continues with independent and objective advice.  Our belief in the 
markets and in the power of competition has resulted in loyal clients and 
long-term relationships.  

The experienced professionals at H2C are well positioned to serve as 
trusted advisors to healthcare providers.  We have the expertise to 
understand the unique complexities of the healthcare industry and an 
in-depth knowledge of the range of potential alternatives essential to 
designing and implementing highly successful business strategies.  We 
bring in-depth knowledge and experience across the full continuum of  
care and cross those businesses that support healthcare providers.

H2C offers services in the following areas:

 � Strategic capital planning and management
 � Financial advisory on capital markets, private placements and hedging 

transactions
 � Strategic options assessments and strategic growth assessments
 � Mergers, acquisitions, partnerships, joint ventures, and divestitures
 � Real estate
 � Bankruptcy and restructuring

Contact H2C

With offices in New York, Atlanta, Chicago and San Diego, the professionals 
at H2C are committed to providing superior strategic and financial advice 
as a trusted advisor to the healthcare community. If you would like to know 
more about any information in this report, or wish to better understand how 
H2C’s healthcare advisory services can benefit your organization or project, 
please contact inquiries@h2c.com or visit our website at h2c.com.

 
Hammond Hanlon Camp LLC offers securities through its wholly-owned subsidiary, H2C Securities Inc., a member of the Financial 
Industry Regulatory Authority (FINRA) and the Securities Investors Protection Corporation (SIPC) and registered with the Securities 
and Exchange Commission (SEC), the Municipal Securities Rulemaking Board (MSRB) and the National Futures Association (NFA).

mailto:inquires%40h2c.com?subject=
http://h2c.com
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About Hall Render

Hall, Render, Killian, Heath & Lyman is a national business and health 
law firm with offices in Anchorage, Annapolis, Dallas, Denver, Detroit, 
Indianapolis, Milwaukee, Raleigh, Seattle and Washington, D.C. Since its 
establishment in 1967, Hall Render’s goal has been to develop as a full 
service firm to address all of the legal needs of our health care clients. 
Providing advice and counsel to health care clients in nearly all 50 states, Hall 
Render is recognized as one of the nation’s preeminent health law firms.

Our health law attorneys possess in-depth knowledge of the complex, 
highly regulated health care industry. Their knowledge comes from years 
of extensive experience representing various health care clients, as well as 
a constant awareness of what is occurring in the industry at any given time. 
Our attorneys continually monitor important modifications in legislation 
and regulation that impact the industry daily. Staying aware of, and involved 
in, the rapid changes in health care reform is a primary focus of our firm, 
allowing us to provide timely counsel to our clients. 

Hall Render routinely helps clients in the health care industry with business 
transactions, health care reform, regulatory issues, joint ventures, ethical and 
religious directives, health information systems, compliance, accountable 
care organizations, licensing, tax, antitrust, managed care, Medicare and 
Medicaid reimbursement, medical staff relations, tax-exempt financing, 
patient care, HIPAA, real estate and construction, and labor and employment 
issues.

Learn more at hallrender.com. 

http://hallrender.com

