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Embattled rural hospitals, some on the front lines of the coronavirus crisis, stand to lose out on
billions of dollars in federal aid, with industry experts worried that financial lifelines could
come too late—or not at all.

A lack of clarity on what the government will pay for, and when, means that money isn’t
available for the hospitals that need it right now, said Andrew Helman, a bankruptcy lawyer and
co-chair of the American Bankruptcy Institute’s health-care committee.

Bankruptcy lawyers across the country are badgering lawmakers, wooing creditors and asking
banks to take risks to keep small hospitals alive until aid money comes through.
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Troubled health-care providers face uncertainty, red tape in getting federal funding under stimulus
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A nurse puts on protective gear before caring for a patient who might have Covid-19.
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“It feels like I’m trying to pass the hat around for the client to maintain service in a crisis,” Mr.
Helman said.

The American Hospital Association, bankruptcy lawyers and financial advisers working in the
field are sounding the alarm over the uncertainty for rural hospitals that serve millions of
Americans living outside major cities. Chronically distressed, these small rural hospitals could
fall through gaps in the federal safety net because they are bankrupt or troubled.

“Rural hospitals are desperately needed right now in this crisis. We need all we can get,” said
Darren DeWalt, a doctor and director of the University of North Carolina Institute for
Healthcare Quality Improvement. “I don’t know anybody who believes the coronavirus is going
to skip over the rural areas.”

Industry experts and lawyers say it appears small hospitals in financial distress might not
qualify for federal coronavirus funding under the Small Business Administration’s Paycheck
Protection Program, pointing out that the application asks about bankruptcy status. The
program, part of the stimulus package signed into law in March, provides money to cover
operating expenses, particularly payroll, and businesses might not have to pay it back.

“These organizations form the backbone of the health care and workforce infrastructure in
many communities, and the Paycheck Protection Program could be the difference between
solvency and insolvency. It is particularly critical to preserve these vital health care resources
as they are the frontline of our Covid-19 defense,” the American Hospital Association wrote in
an April 2 letter to federal officials.

The government’s $2 trillion stimulus plan, called the Cares Act, includes more than $100
billion earmarked for hospitals and community health centers grappling with Covid-19. The
stimulus package will cover payments to hospitals that treat uninsured people with
coronavirus, with some stipulations.
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But experts worry the funding might not get there in time to save hospitals and clinics that
don’t have the financial cushion to survive months of squeezed revenue or the clout to compete
for scarce supplies.

“These rural hospitals are going to be stretched in all the ways we are seeing in New York,
except they don’t have the reserves, the supplies or the extra expertise to call upon,” Dr. DeWalt
said.

The federal aid money is to be divided up at the discretion of the health secretary, said Chad
Shandler, co-chief of FTI Consulting’s health-care restructuring advisory practice. The criteria
for how to do that have yet to be determined, he said.

One federal program that allows health-care providers to get advances on Medicare payments
includes provisions ruling out help to bankrupt hospitals.

A rural hospital in significant distress might push through the red tape to get the federal bailout
money, or it might not.

“We just don’t have all the answers,” said Michael Eisenband, co-chairman of FTI’s corporate
finance and restructuring segment.

Write to Peg Brickley at peg.brickley@wsj.com
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