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justification

 

Thank you for the many questions and comments regarding HomeTown’s previous email outlining the three major bills
being dealt with by the legislature and administration this week. These are very intense bills to legislate and they have
the support of the three leadership bodies under the Gold Dome i.e., Governor , Lt. Governor, and Speaker

1. HB 186 undergoing review in the House
2. SB 106 has been approved and is awaiting the Governor’s Signature
3. HB 321 has passed committee and is scheduled for Senate Debate Thursday including

a. Provider Fee
b. Transparency

 

Many of you have had questions about the combination of the two subjects in HB321(Provider Fee and Transparency
Language) into one bill so this is somewhat of an explanation of the two subjects in the bill Including what is the
substance of each:

Provider Fee

1. It is a $1 billion Georgia finance program with the Federal Government with about        
a. $360 million state money
b. $640 million Federal Money

2. Taxed at 1.45% of annual hospital net revenue
3. With 11.88% Add-on for high Medicaid providers
4. If the $1 billion budget with drawdown is lost for Georgia , it would equate to about a 32% cut in Medicaid rates

to rural hospitals as was calculated during this same debate in 2010 when it started. This would take hospitals
being paid at 85.6% of cost for Medicaid down to about 58% of cost.

a. This would lead to the immediate closure of possibly up to half of the rural hospitals in the state of
Georgia

5. The CMS requires that the Provider Fee create winners and losers to achieve budget neutrality, no ifs and’s or
buts about it

6. In 2010 many low percentage medical providers fought to prevent the Provider Fee from occurring
a. The best way for them to avoid being a Provider Fee loser was to have provided more Medicaid, which

they did not do
7. If this bill is not passed there will be a $1 billion shortfall in the state’s nearly $27 billion budget for 2020 where

it will be nearly impossible for the administration to develop a budget for 2020.
a. This will lead to a major uncertainty for rural hospitals in all levels of planning to include

                                                               i.      Capital planning

                                                             ii.      Cash flow planning
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                                                           iii.      Hiring planning

                                                           iv.      Borrowing quality

                                                             v.      County relationship planning to include county relationships in
bonds and other borrowing/lending instruments

                                                           vi.      Major loss of Tax Credit Donors who do not want to donate to an
uncertain future

Transparency Language in HB 321

1. Is designed to provide public access to hospital financial and operational data, both urban and rural hospitals,
that may have been heretofore withheld from the public by outright exclusion or increased difficulty to access
data through excess steps and systems

2. These comments in this email apply primarily to rural hospitals but they also apply to larger urban hospitals in
some cases and include additional issues including property ownership.

3. The original transparency language was in HB198 developed from the Rural Hospital Development Council but
voted down by the legislature after the “kill the bill” initiative of several weeks ago.

a. Transparency language was subsequently gutted and or diluted in the Senate in the new version of
HB186

4. Questions that have been asked about Transparency Language by legislators include:
a. “Why is this language necessary” - asked the legislator

                                                               i.      Answers

1. Major financial infractions have occurred in a few rural hospitals using public money to
support the infraction

2. Major abuse of hospital power for executive salaries and benefits in a few hospitals that
can or have ranged for $400,000 to $700,000 annually in a small rural hospital

3. Infractious relationships with vendors that have cost local communities large sums of
money where county has to pay or finance payables

4. To prevent counties from finding themselves in bond relationships with rural hospitals that
have cost the public lots of tax money

5. To prevent CMS/IRS showing up at a hospital with a ‘Demand Letter’ or a Friday afternoon
appearance by FBI with badges to take control of all hospital financial systems by the FBI

a. “How many hospitals have been included in something like that that could warrant this language?” –
asked the legislator

                                                               i.      Answers:

1. Not all rural hospitals have problems. In fact only a small few rural hospitals have created
the problems for all others, thus the transparency language

2. The 80/20 rule(Pareto’s Law) probably applies here , i.e. of 60 or so rural hospitals
probably 20% or 10-12 rural hospitals have experienced these infractions

a. Millions in fines
b. Millions in severances
c. Defaults and near defaults on large bond issues nearing tens of millions of dollars
d. Defaults on payables or inclusion of payables into long term bond refinancing

b. ‘So what is the real problem?” - asked the legislator

                                                               i.      Rural hospitals have payer mixes that are very adverse to
profitability(losses) already e.g. , for a $20 million rural hospital annual net revenue

1. 50% Medicare - $10 million – Federal public money
2. 20% Medicaid - $4 million – state public money
3. 15 % Self Pay - $3 million – local public money
4. 15% Commercial
5. All spread over 42 computer platforms
6. So really a rural hospital is the equivalent of a Federal /State bank with $17 million

Government money going through it and with bank-like accountability
7. Banks do not allow financial infractions without serious adjustments such as FDIC



takeovers and they have transparency requirements and in the case of hospitals
a. Hospitals fire executives and or close
b. Rural executives’ turnover in Georgia at 35%-40% which puts the whole C-suite

and board at risk
8. Some Rural hospitals have handled this Governmental money with little transparency until

it’s too late
9. Hospital financial infractions are often caught in Fraud audits, MACs and RACs audits,

PECOS audits, insurance audits and federal system audits from data mining

                                                             ii.      Due to varying reporting requirements for various financial types
of hospitals, some reporting inconsistency can occur between simple authority hospitals,
Private Not for profit hospitals, Restructured hospitals , partial private not for profit, small
independent for profit hospitals

                                                           iii.      Inconsistent Board training and accountability

                                                           iv.      Inconsistent hospital board appointment protocols between
counties

                                                             v.      Varying conflict of interest policies for boards and executives

                                                           vi.      HB 769, Board Training,  from 2019 is intended to help this
situation and should begin within a very short while

d. “So why is there such opposition to transparency language?” – asked the legislator

                                                               i.      Lt. Gov Geoff Duncan suggests in his recent tweet that” hospitals
who oppose transparency on $900 million may be hiding something”

                                                             ii.      Fear of the penalty of having to deal with these matters in small
rural communities where board members may have been in place for a very long time

                                                           iii.      The power associated with handling of large sums of money in a
small community as in the example above of a $20 million annual net revenue hospital

                                                           iv.      Inordinately large salaries relative to annual revenues for some
hospital executives where salaries can range for $400,000 to $700,000 in a small rural
hospital

e. “So why is Transparency Language being attached to the provider fee bill if it is that important?” – asked
a legislator

                                                               i.      From the legislature’s standpoint– the transparency language is
the insurance that the Federal Drawdown money needs for the provider Fee to be protected
by the high integrity holding of public money whether Federal , State or local.

                                                             ii.      Legislators are very confused about why any rural hospital would
oppose the bill, HB321, especially the part regarding transparency which is where Lt. Gov
Duncan said it appears that some hospital is hiding something

                                                           iii.      Said the legislator – “the Hospitals have had the “kill the bill “
mentality this whole session. Let’s see if they try to kill this bill that holds $1billion in budget
money and can they withstand 32% cuts in Medicaid if they succeed in killing this bill.”

f. So what to do, what to do for a rural hospital?

                                                               i.      The Answer is : every hospital should have Board approval to
oppose this bill so as to spread this responsibility around if the hospital is going to oppose
this bill. The consequences must be fully evaluated before opposing this bill and creating a
“standout” position for your hospital that in the long term can have very adverse
consequences. Infractious activities can draw additional unnecessary attention while a rural
hospital is cleaning up its act and vendors can lose trust as to the quality of debt a rural
hospital holds.



Commentary:

1. It is interesting to note that a number of rural hospital CEO’s decided in this session to start to come to the
Capitol to get their own face time with key legislators to understand who to believe. This departure from the
pack has led to a much better understanding for them of what goes on under the Gold Dome and for the
policymakers to have a direct conduit to CEO’s for questions.. They have learned not to be blindly led on
positions of bills without talking directly to the Gold Dome leadership. If you have not been to Atlanta for a
separate meeting , just plan to start the practice next year.

2. Instances above are kept anonymous but be assured the examples are actual where many issues also have
been brought to the legislative table by the rural legislators in the field.

3. As always only a few hospitals of the 150 or so in Georgia have created this language development. The vast
majority have no issues.

 

 

Action required!

1) Imperative to read this bill HB321. It is very important that you understand every aspect of your “no” vote
should you choose to oppose these bills.

 

Notice: HomeTown’s Position is not to tell you what “to do” or “not to do” on these bills but rather to advise
the consequences of certain decisions either “yes” or “no”. The decisions are yours and your hospital
Board’s altogether, based on the best facts possible. Because the intent of Year 2019’s HB769 and the
inclusion of liability training for Hospital Boards of Directors, rural Hospital CEO’s have an obligation to
advise their Hospital Board of the personal and corporate liabilities. It must be remembered that HomeTown
has assisted closely with nearly thirty of your rural hospitals in the last 18 months helping get doctors
credentialed, hospital bonds approved with county commissions,  hire CEO’s, work out issues with
commercial insurers that lead to major compliance problems, and prevent cash shortages that could lead to
hospital failure to make payroll so we know first-hand what you are dealing with. Since these bills are such a
manifestation of legislative concern, the legislators may not be so willing to endorse future initiatives when
major policy cleanup initiatives were “killed” in some of this bill.

Once again HomeTown’s position is to provide you and your board the truth with analytical options that
justify your decision , not to direct or mandate you as to what to do as some others may attempt. The good
old days are over where personal liability formerly was not feared. We have seen fear strike Board Chairmen,
CEO’s and CFO’s who receive IRS Demand Letters, Footnotes on Audit statements, and “going concern
letters” due to undesirable decisions.  However, with several hospital settlements of $5 million , $12 million
and Hospital salary buyouts of large sums up to $2 million, millions in bond defaults, Personal liability for bad
decisions can get expensive. As stated above, federal communications are called “personal demand letters”
and they strike fear in the heart of the people who usually get them , the Hospital Board Chair, the Hospital
CEO ,and the Hospital CFO. Thus, HomeTown recommends that any rural hospital C-suite and Hospital Board
exercise great care in choosing to try to “kill a bill” of this type and magnitude. HomeTown does not want to
alter your decision, it just wants you make sure your decisions are well thought out , documented and based
on facts by giving yourself a good listening period. Remember also that when you sign a letter it is no
different than an attestation where it has a half-life of forever meaning an untimely signature can haunt you
and your board forever. Never decry good education in making decisions of this magnitude. Don’t try to kill a
bill or oppose a bill without knowing the details and potential consequences.

 

Plan to come to the HomeTown Health Spring Meeting

to get the full debrief for Lt. Gov Geoff Duncan , House

Appropriations Chairman Terry England and Political



observer and attorney Josh Belinfante. Register here if

you have not already!

 Hospital Attendees:  Register here!   Business Partners:
 Register here!

 

Tell us what you think by responding
to this email! Your input is highly
valuable.
 

 

 

 

Thanks,      

Jimmy Lewis                 
HomeTown Health, LLC

Cell 770-363-7453

Office 770-781-4677  Fax 770-781-3825 www.hometownhealthonline.com

"The Voice of Georgia's 55+ Rural Hospitals"
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