


INTROBUCTION

Tennessee is home to 172 hospitals, including five federal facilities. These facilities can be found in 79 of the 95
counties, ranging in size from the state’s smallest hospital with two beds to the largest with more than 1,000 beds.
Regardless of size or location, all hospitals share a common mission to provide quality healthcare to the communities
they serve.

Hospitals today also face challenging times. In some cases, negative operating margins threaten access to care
for entire communities, while other facilities struggle to balance growing costs with flat reimbursement. This is a
worrisome reality for an industry that represents one-eighth of the state’s economy and serves as the backbone of
the healthcare system.

This report examines the basic financial structure and challenges for hospitals, the vital role hospitals play in
communities and their impact on Tennessee’s economy, and key priorities for the industry.




MEETING THE NEEDS OF OUR COMMUNITIES

THE COST OF DOING BUSINESS

Tennessee’s hospitals constantly are evolving to meet the needs of the communities they serve. To accomplish this

monumental task, hospitals rely on well-trained employees, modern facilities, medical equipment and supplies, and

safe and secure information systems to manage clinical, financial and operational data.

Ensuring medical services are available 24 hours a day, seven days a week results in huge overhead. Unlike physician
offices or ambulatory facilities that provide and maintain a finite number of services, a hospital emergency department
has to be prepared to at least stabilize any medical emergency. This requires hospitals to have numerous physician

specialties and a wide array of services and equipment available all day, every day. The cost of ensuring these services

are always available continues to grow at an unsustainable rate.

The policies and rules for receiving payment for services and maintaining standards for high-quality patient care often
change. Compliance with those rules and standards is frequently very expensive and hospitals carry the burden.
With many facilities facing razor-thin operating margins, hospital leaders perform a delicate balancing act between

serving patients and operating in the black.

Many people today have access to a number of different healthcare service options. However, hospitals are unique

in that they are the only healthcare providers required by law to deliver care regardless of the patient’s ability to pay.
To be clear, the hospital industry universally embraces its role in American communities — to be a reliable, accessible
and trusted source of healthcare for all people. However, this makes the financial situation of hospitals unique.

Couple basic healthcare services with emergency care, and the picture grows even bleaker. The federal Emergency
Medical Treatment and Labor Act (EMTALA) states a patient with a health emergency must be stabilized before any

hospital personnel can discuss insurance coverage or payment. Emergency care has a much higher overhead cost
than basic preventive care. There were nearly four million visits to Tennessee’s emergency departments in 2015.

In addition to emergency visits, there were more than 8 million outpatient visits and almost 852,000 inpatient
admissions to Tennessee’s hospitals. Consider the costs of uncompensated care in the context of patient volume, and

the shortfall dilemma crops back up.
UNCOMPENSATED CARE AT ALL FACILITIES

Charity Care Cost

Unreimbursed Medicare Cost

Bad Debt Cost

Total Uncompensated Care
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$674,230,606)

$834,869,780)

$467,181,064)

$3,219,379,413)




PAYER WX

In 2015 in Tennessee, the average cost of care for one in-house patient per day was $1,944.59, while a hospital’s
average revenue for inpatients was $1,964 per day. This resulted in a slim $20 profit. In that same year, 50 of the state's
facilities reported a negative bottom line. When the average public or government-funded payments — which count as
the largest source of reimbursement to hospitals — are below cost, revenue shortfalls occur. The graphs below highlight

this problem in more detail.
In 2015, Medicare and TennCare covered 70.1 percent of hospital patient days, while the uninsured accounted for

another 10.7 percent. Medicare and TennCare covered more than half of outpatient visits at 54.5 percent and the
uninsured percentage was 13.2 percent.
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ESSENTIAL PART OF A HEALTHY COMMUNITY

A CORNERSTONE OF COMMUNITIES

Without question, hospitals are an essential part of healthy communities. In addition to being the most recognized

healthcare provider, hospitals often are among the largest employers and serve as economic engines in their
communities and counties. The impact of healthcare - including not only hospitals, but also physicians’ offices,
dentists, home health services, local pharmacies, etc. — on both local and state economies is tremendous.

According to a 2015 IMPLAN analysis, the financial impact of healthcare employment in Tennessee was $18.3 billion,
of which hospital employment counted for $6 billion. Healthcare employees also have household members who are
employed in the community that create a ripple effect, which resulted in $28 billion in total salaries and pay that year.
This is the impact of the more than 586,000 healthcare jobs, of which 180,532 are hospital-based.

Consider that in 2015, Davidson County’s hospitals alone employed 20,745 workers with a $1.3 billion payroll and an
overall income impact of $2.1 billion. The total impact of healthcare employment on the economy of Davidson County

was $5.5 billion.

In nearby Maury County, where there is only one hospital, the economic activity still represents a great asset for the
area and its residents. The county’s hospital employed 1,636 people with a payroll of $91 million and an overall income

impact of $122 million. The total healthcare impact on the economy of Maury County was nearly $324 million.

The table below shows the economic impact of hospitals across Tennessee in each grand division. Pages 6 and 7 of this

report outlines the impact for each county.

REGION HOSPITAL EMPLOYEES PAYROLL TOTAL IMPACT
East 36,331 $2,014,375,824 $2,948,067,731
Middle 34,572 $2,031,058,099 $3,112,293,630
West 28,995 $1,715,735,988 $2,617,603,072
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COMMUNITY BENEFITS

Moreover, hospitals arrange for healthcare services for the under- and uninsured. Hospital staff regularly travel to
schools, senior centers and other locations in their communities to provide health screenings and services. The table
below shows the efforts of 157 facilities that provided community services in 2016.

The benefits of hospitals to communities, counties and the state are unmistakable. Providing high-quality healthcare
services, boosting local and state economies and supporting communities far beyond the walls of the hospital are just
a few examples of the ways hospitals help improve the economic well-being and health status of Tennessee.

BENEFITS and HOSPITALS PROVIDING

Health Fairs
Community Health Education
Community Outreach
Health Screenings
Auxiliary/Volunteer Programs
Tobacco Cessation Programs
Fitness Center
Immunization Programs

Health Research

O

Support (Translation Services, Transportation to Medical Appointments, etc.)

Teen Outreach Services

Indigent Care Clinic

Transportation for Elderly to Health Services

Mobile Primary Healthcare Services

Source: 2016 Joint Annual Report of Hospitals
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IMPACT BY COUNTY

The economic benefit of hospitals to the state is unmistakable. Moreover, the local impact of hospitals in
communities is just as significant. The following chart shows the direct impact in each of Tennessee’s 95 counties
that have a hospital. There are 16 counties without a hospital.

COUNTY HOSPITAL EMPLOYEES PAYROLL TOTAL IMPACT

Bedford $10,223,730 $12,721,662

| Bledsoe | 90 | $4842174 |  $5.267468
| Carter | 348 |  $17116280 | 520491220

 Decaw | o8 | sseizase | Saaszam |
 Diksn | ass | saasosu | ssasosest |
 Feyewe | s | s7m0e46 | soeze50 |
 Hamblen | 666 |  ssarsse | Saoszasy |
Mok | 34 | sizssor | Sieatios |

I - 525,144,779 $51,582,203
52,572,597 52,886,410

Source: 2016 Joint Annual Report of Hospitals
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COUNTY HOSPITAL EMPLOYEES PAYROLL TOTAL IMPACT

$3,897,740 $4,427,928

 lheon | a4 | suasszo | sizaoosor |
 Mecon | us | sasest | Sc2a0esz |
 Main | e | ssuzom | easieez |

| Obon | 2715 | $14,966,240 $19,491,866
$3,065,754 $3,410,614

[ Roberson | 49 | 623239000 | S8208209 |
 sevir | 4s | s2se0950 | s29838044 |
 hei | mo | ssesemsz | Se7inae0 |

3,031 $152,788,803 $217,732,387
Weakley $16,847,589 $21,098,886
1,424 $75,730,705 $122,235,068

H Counties without a hospital
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MEETING TODAY'S CHALLENGES

OPPORTUNITIES AND SOLUTIONS

Tennessee’s hospitals play a key role in addressing healthcare challenges across the state:

Higher than average uninsured rate

Opioid crisis

Eight rural hospital closures (second highest rate in the U.S.)
Caring for an older, sicker population

Low and constantly changing provider reimbursement

To ensure the state’s hospitals remain viable, THA proposes several solutions to these challenges, including:

Meaningful reforms to TennCare’s and other payers’ structures
Better coverage for the uninsured

Stronger data and increased transparency

Creation of a new viable model for healthcare in rural communities

THA also supports continuing to ensure the orderly development of healthcare services through an effective

and reliable certificate of need (CON) program, while exploring new ways to deliver quality services and care for

our communities.

Much of this work is ongoing through close partnerships with TennCare, the Tennessee Department of Health,

Tennessee Department of Mental Health and Substance Abuse Services, and other state agencies and stakeholders.

The healthcare payment and delivery system is rapidly changing — an undeniable reality. However, hospitals remain

committed to their mission and communities. Industry leaders are actively exploring new, innovative reforms that will

bring stakeholders together to ensure quality healthcare for Tennesseans in a fiscally responsible and equitable system.

Hospitals look to state leaders to join us in ensuring the doors remain open, and affordable, quality healthcare services

are available for all Tennesseans.
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