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Community Health Systems (CYH) notes and common shares recently rallied along with better 3rd quarter results. 
Company initiatives pertaining to network rationalization, cost reductions, and admissions volumes have increased profit 
margins. CYH has grown "adjusted" OIBDA (operating income before depreciation and amortization) margins from 11.1% 
in 2017 to 13.8% in 3rd  quarter 2020. Over the last five years, CYH has been constrained due to its large debt (roughly $13 
billion at the end of 3rd Q 2020). During this time, 60% + of operational cash generation has gone to interest payments 
with capital expenditures and partner distributions consuming the remainder. This has left nothing or little for debt 
reduction and has led to skepticism from investors. However, in addition to the profit margin improvements, CYH has 
received $719 mm in CARES Act grants this year and the shares have rallied, increasing the possibility that the company 
could successfully manage its large debt. CYH has no significant maturities before 2023 and we expect debt to be reduced 
to below $12 billion through this period. SPECIAL NOTE: In 2020, CYH has received approximately $719 million in grants 
from the Public Health and Social Services Emergency Fund (PHSSEF). As of June 30, 2020, $448 million of this amount 
was recognized as a reduction in operating costs and expenses. The remaining $271 million is currently on the balance 
sheet as a deferred liability with no further recognition as of 3rd Q. In addition, CYH has received Medicare accelerated 
payments of $1.16 billion which are currently due to be repaid beginning in 2021.   CYH common share chart below                                                                                                                                                                                                                                                           

 
 

Company Description: Community Health Systems, Inc. is a 
leading operator of general acute care hospitals with 89 
hospitals in 16 states and approximately 15,000 beds.  
 
Services provided through CYH include general acute care, 
emergency room, general and specialty surgery, critical care, 
internal medicine, obstetrics, diagnostic, psychiatric and 
rehabilitation services, outpatient services at urgent care 
centers, occupational medicine clinics, imaging centers, 
cancer centers and ambulatory surgery centers.  
 
As of December 31, 2019, CYH employed approximately 2,000 
physicians and an additional 1,000 licensed healthcare 
practitioners. 
Map                                                                        Recent Presentation 

CYH Debt as of September 30                        Amounts $ Millions      Operational Data  Amounts $ Millions 

ABL Credit facility $650mm, LBR +          0 mm 2019 EBITDA (per CYH) 1,628 mm 
Senior Secured Notes (6.25-8.625%) 7,971 mm 2020 EBITDA est. *  1,650 mm 
Priority Notes (8.5-9.875%) 3,124 mm 2020 Interest Expense est.  1,010 mm 
Senior Notes (6.875%) 1.671 mm 2020 Capital Exp est. 422 mm 

Total Debt 12,766 mm Partner Distributions est. 112 mm 
Common shares 119.6 mm ($9.61/ share) 1,149 mm     2020 Cash Generation est. 106 mm 
Enterprise Value 13,915 mm 2021 EBITDA est.  1,600 mm 
Cash & Cash Equivalents 1,823 mm EV @ 7 X EBITDA   11,200 mm 
Medicare Accelerated Payments Due beginning 
2021 

 
1,158 mm 

EV @ 9.5 X EBITDA       15,200 mm 

Net Cash & Cash Equivalents    665 mm     *Inclusive of $448 mm in PHSSEF grants as of June 30 
  

 

https://www.chs.net/
https://en.wikipedia.org/wiki/Acute_care
https://www.chs.net/serving-communities/locations/
https://chsnet.gcs-web.com/static-files/582b1278-2def-4d70-95a5-cba7ea495a0a
https://www.broxtoncapital.com/
https://www.chs.net/


  
 

Disclosures  
Smart Yield Fund targets a mix of different security classes that contain the risk of loss. Investors should carefully consider the Fund's 
investment objectives and risk factors before investing. Investing involves risk, including possible loss of principal. Investors should 
consider the loss of principle and targeted returns are not guaranteed. Individual investors in Smart Yield are generally required to be 
accredited investors. Smart Yield is a fund operated through individual accounts creating the composite. Smart Yield Fund is a new 
product with an inception date of September 30, 2020 and as such does not have historical data. Asset Mix Projections on page 2 and 
6, Smart Yield Portfolio Metrics on page 5 are estimated or targets of the fund. Asset class mix and targets may change based on the 
direction of the managers. Portfolio allocation, projected annual return and beta assumption for each asset class on pages 7-10 are 
estimated. Beta for the fund and each asset class is estimated versus the S&P 500. The average beta for the entire fund is projected to 
be .32. Beta is a measure of the fund's volatility in relation to S&P 500 Index. This index has a beta of 1.0. The fund targets a total gross 
return before fees and expenses of 9.24%. The fund projects a blended return based on income securities and capital gains. Smart Yield 
attempts to continuously improve the value of investment portfolios by investing in corporate bonds, convertible bonds, other types 
of bonds (investment grade and sub-investment grade, [which may also have limited liquidity]), dividend paying equities, non-dividend 
paying equities, ETFs, including leveraged ETFs, and other securities. Fixed income risks include interest-rate and credit risk. Typically, 
when interest rates rise, there is a corresponding decline in bond values. Credit risk refers to the possibility that the bond issuer will 
not be able to make principal and interest payments. All securities types mentioned in this brochure have the risk of loss. Long term 
strategies purchase securities which are underpriced according to our appraisal methodologies. Broxton uses regression analysis to 
obtain an average appraisal value for an individual company and places a priority on the securities of companies with improving financial 
performance and or additional catalysts that provide for increases in earnings and valuation. We use financial modeling, technical 
analysis, proprietary and third-party research. Smart Yield does not have any capitalization (market size), sector or industry allocation 
mandates. Asset class allocation percentages may be changed without notice. Broxton deploys technical analysis and momentum as 
indicators of movement for shorter term strategies, that may not involve deep fundamental analysis. Shorting (selling and then buying) 
of securities can be used for hedging and as a long term or short-term strategy. We exit positions in accordance with our discipline, this 
includes when valuation targets are clearly exceeded or financial performance falls below our projections. Since Smart Yield returns will 
be calculated using a composite of accounts, the average account will not match the composite return and the return could be higher 
or lower. Broxton offers Smart Yield for other investment managers. Any commentary is solely the opinion of the Broxton Capital 
Advisors. It refers to securities we hold in our portfolio and sometimes ones we are considering but does not represent a complete list 
of positions held at Broxton Capital Advisors. A complete list covering the last twelve months will be furnished upon request. Price 
targets are mentioned for information purposes only. Nothing contained herein constitutes a recommendation to purchase or sell 
securities at any designated price or time. Targeted performance does not guarantee future results. Additional disclosures are included 
on broxtoncapital.com including in form ADV. SEC Rule 206(4)-1 disclosure: this report is approved by the CCO of Broxton Capital. 
Individuals should consider the inherent risks before investing and this report should not be construed as advice tailored to an 
individual’s investment criteria or objectives. Important Disclosure: In the normal course of our communications or reports, we analyze, 
review and discuss current, past and possible future securities holdings. In the case of any security reviewed by us, It should not be 
assumed that recommendations made in the future will be profitable or will equal the performance of any profitable security that is 
reviewed or discussed. On request we provide a list of all investment recommendations made by the firm over the last twelve months. 
Also from time-to-time we may also discuss and display, charts, graphs, formulas which are not intended to be used by themselves to 
determine which securities to buy or sell, or when to buy or sell them. Such charts and graphs offer limited information and should not 
be used on their own to make investment decisions. 
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