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Fitch Ratings - New York - 24 Jun 2026: Fitch Ratings has affirmed Covenant Health's

Issuer Default Rating (IDR) at 'BBB' and the 'BBB' rating on outstanding revenue bonds

and notes issued by or on behalf of Covenant Health.

The Rating Outlook is Stable.

VIEW ADDITIONAL RATING DETAILS

The affirmation reflects Covenant Health's (CH) resilient balance sheet and liquidity

despite short-term disruptions and $30.8 million of one-time costs from a May 2025

cyber-attack. The rating also reflects weak but improving operating performance, a
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modest debt burden, and Fitch's expectation that management actions will support better

margins in 2026 and beyond. Absent the direct costs related to the cyberattack, CH was

on track for nearly balanced operations in 2025 as most system entities performed close

to breakeven. Non-cyber-related operating losses in 2025 were connected to St. Mary's

Health and two post-acute care facilities.

Management projects a positive operating EBITDA margin in the 3% to 4% range for

2026. Fitch expects operating EBITDA margins to strengthen to the 5% to 6% range by

2028.

SECURITY

The bonds are secured by a gross receivables and mortgage pledge from obligated group

members, which include the three acute care hospitals.

KEY RATING DRIVERS

Revenue Defensibility - 'bbb'

Stable Market Presence

The 'bbb' assessment reflects Covenant Health's secondary position in service areas with

stable demographics and a steady payor mix, with Medicaid and self-pay at a combined

16% at FYE 2025. CH operates three acute care hospitals in Bangor and Lewiston, Maine,

and Nashua, New Hampshire, where its market share ranges from 20% to 30% in each

market. Fitch expects management to support volume stability through physician

alignment and clinical partnerships.

Service area characteristics in the three counties where CH's hospitals are located show

stable populations and median income and unemployment levels in line with, or slightly

weaker than, state and national averages. Demographics are reflected in a payor mix that

has been stable since 2020. CH's exposure to supplementary governmental funding

programs is limited, as it pays more in provider tax than it receives in supplemental

funding.

Operating Risk - 'bb'

Margins Likely to Improve

Weak operating performance is reflected in the 'bb' operating risk assessment. Margins

were affected further by a 2025 cyberattack. Fitch expects operating EBITDA margins to

improve in FY 2026 as the system recovers from the disruption and continues its margin



improvement plan. Management is focused on provider growth, supply savings, service

line mix, and the new ambulatory model at St. Mary's. Fitch views these actions as

reasonable and supported by lower use of agency staff. The operating risk assessment

reflects operating EBITDA margins that have been below 4% for the past five years.

Fitch's expects margins to stabilize in the 5% to 6% range over the medium term.

Capital needs are manageable. Average age of plant was 16 years at 1Q26, and capital

spending has slightly trailed depreciation (i.e. 91% of depreciation) since 2021. Fitch

expects capex to remain close to depreciation as cash flow improves. The assessment also

reflects limited near-term capital pressure and Covenant Health's ability to phase in

spending while it works to strengthen operations. Further capex support will come from

$5 million in congressionally directed funds awarded to St. Mary's in 2025 that will be

received in 2026. The appropriation references St. Mary's critical role as a provider of

behavioral healthcare in Maine.

Financial Profile - 'bbb'

Resilient Balance Sheet

Balance sheet resources remain a key credit strength, supporting CH's 'bbb' financial

profile assessment. Cash-to-adjusted debt was 139.6% and cash on hand was 128 days at

FYE 2025. Debt is modest, with maximum annual debt service equal to 1.7% of revenue.

Fitch expects an FY 2026 operating EBITDA margin of about 4% and capex near

depreciation. Adjusted debt excludes debt equivalents. CH terminated its frozen defined

benefit plan in 2023. Management expects about $10 million of cyber insurance proceeds

and about $8 million from the sale of Penacook Place, one of its ten senior living facilities,

in 2026 with the $3 million gain on the sale supporting liquidity.

Fitch's base and stress cases are consistent with the 'bbb' assessment. Under Fitch's base

case, which is a reasonable expectation for performance over a five-year time horizon, CH

achieves an operating EBITDA margin of 3.9% in FY 2026. Operating EBITDA margins

then stabilize above 5% over the three-year horizon and leverage metrics are consistent

with the 'bbb' assessment. Under Fitch's stress case, leverage metrics show less cushion

but support the assessment after factoring in Fitch's standard operating stress and a

portfolio sensitivity stress customized to CH's asset allocation.

Asymmetric Additional Risk Considerations

No asymmetric risks informed the rating assessment outcomes.

RATING SENSITIVITIES



Factors that Could, Individually or Collectively, Lead to Negative Rating
Action/Downgrade

--A weakening in unrestricted liquidity such that cash-to-adjusted debt falls below 125%

and is expected to stabilize at the lower level;

--A weakening of core operations such that CH is unable to meet its 1.1x debt service

coverage covenant;

--After 2025, an inability to improve performance such that operating EBITDA margins

stay below 4.5% for a two- to three-year period.

Factors that Could, Individually or Collectively, Lead to Positive Rating
Action/Upgrade

--Operating EBITDA margins consistently in the 6% to 7% range, coupled with further

balance sheet growth.

PROFILE

Covenant Health is a New England-based health system that owns three acute care

hospitals and 10 senior care facilities. The three hospitals are St. Joseph Hospital in

Nashua, NH, St. Mary's Health in Lewiston, ME and St. Joseph Healthcare in Bangor, ME.

FY 2025 operating revenue totaled $881.5 million. Fitch's analysis is based on the

consolidated system.

Sources of Information

In addition to the sources of information identified in Fitch's applicable criteria specified

below, this action was informed by information from DIVER by Solve.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable

Criteria.

CLIMATE VULNERABILITY SIGNALS

The results of our Climate.VS screener did not indicate an elevated risk for Covenant

Health (MA).

ESG CONSIDERATIONS



The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this

section. A score of '3' means ESG issues are credit-neutral or have only a minimal credit

impact on the entity, either due to their nature or the way in which they are being

managed by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process;

they are an observation on the relevance and materiality of ESG factors in the rating

decision. For more information on Fitch's ESG Relevance Scores, visit

https://www.fitchratings.com/topics/esg/products#esg-relevance-scores.

Additional information is available on www.fitchratings.com

PARTICIPATION STATUS

The rated entity (and/or its agents) or, in the case of structured finance, one or more of the

transaction parties participated in the rating process except that the following issuer(s), if

any, did not participate in the rating process, or provide additional information, beyond

the issuer’s available public disclosure.

APPLICABLE CRITERIA

U.S. Not-For-Profit Hospitals and Health Systems Rating Criteria (pub. 12 Nov 2024)

(including rating assumption sensitivity)

U.S. Public Sector, Revenue-Supported Entities Rating Criteria (pub. 01 May 2026)

(including rating assumption sensitivity)

https://www.fitchratings.com/topics/esg/products#esg-relevance-scores
http://www.fitchratings.com/
https://www.fitchratings.com/research/us-public-finance/us-not-for-profit-hospitals-health-systems-rating-criteria-12-11-2024
https://www.fitchratings.com/research/us-public-finance/us-not-for-profit-hospitals-health-systems-rating-criteria-12-11-2024
https://www.fitchratings.com/research/us-public-finance/us-public-sector-revenue-supported-entities-rating-criteria-01-05-2026
https://www.fitchratings.com/research/us-public-finance/us-public-sector-revenue-supported-entities-rating-criteria-01-05-2026










APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria

providing description of model(s).

Portfolio Analysis Model (PAM), v2.0.1 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

https://www.fitchratings.com/research/us-public-finance/us-public-sector-revenue-supported-entities-rating-criteria-01-05-2026
https://www.fitchratings.com/research/us-public-finance/fitch-affirms-covenant-health-ma-idr-at-bbb-outlook-stable-24-06-2026/dodd-frank-disclosure


DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers.

Please read these limitations and disclaimers by following this link:

https://www.fitchratings.com/understandingcreditratings. In addition, the following

https://www.fitchratings.com/rating-definitions-document details Fitch's rating

definitions for each rating s

READ MORE

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained by Fitch at the request of the

rated entity/issuer or a related third party. Any exceptions follow below.

Fitch's solicitation status policy can be found at www.fitchratings.com/ethics.

ENDORSEMENT POLICY

Fitch’s international credit ratings produced outside the EU or the UK, as the case may be,

are endorsed for use by regulated entities within the EU or the UK, respectively, for

regulatory purposes, pursuant to the terms of the EU Regulation or the UK Regulation, as

the case may be. Fitch’s approach to endorsement in the EU and the UK can be found on

Fitch’s Regulatory Affairs page on Fitch’s website. The endorsement status of

international credit ratings is provided within the entity summary page for each rated

entity and in the transaction detail pages for structured finance transactions on the Fitch

website. These disclosures are updated on a daily basis.

New Hampshire Health & Education Facilities Authority (NH) EU Endorsed, UK End
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