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From the Editor

Eight Northeast Tennessee counties begin Pathways trek

Endeavor to align student opportunities with workforce demands

ne good

thing about
Tennessee’s state
government: its
leaders under-
stand the need to
grow the econ-
omy. They also
understand that
jobs and prosper-
ity come from a
thriving private
sector — one that
is supported,
not hindered,
by government.
That’s why I was
grateful recently
to have been given
the opportunity to
serve on an advisory board for Northeast Tennessee’s Pathways
Tennessee effort.*

Pathways Tennessee dovetails with Governor Bill Haslam’s
Drive to 55 Initiative. It is designed to bring education and busi-
ness together with the goal of creating more job opportunities for
Tennesseans by building a better workforce for businesses.

One of the things I most appreciate about Pathways is that
it does not attempt to force a top-down, uniform mandate onto
each community and region in our 95-county-wide state. Rather,
it asks regions to examine and then find ways to maximize the
opportunities that already exist — or are on the way — in their
own communities. In Northeast Tennessee, for instance, it
makes sense for educators to consider the needs of advanced
manufacturing concerns and medical services businesses more
strongly than those of, say, information technology businesses.
The opposite may hold true in the regions surrounding Oak
Ridge, Jackson or Tullahoma.

In Northeast Tennessee, Pathways is headed up by Lottie
Ryans, formerly a longtime CenturyLink executive now working
under the umbrella of the First Tennessee Development District.
In this eight-county district, there are 30 high schools, each with
its own Career and Technical Education (CTE) program. Those
CTE programs are a major part of what will drive Tennessee’s
workforce to greater employability, and thus prosperity, if such a
movement is to occur.

CTE programs are targeted at the student who is not likely
to attend a four-year college or university. As the global economy
drives local market changes, those students are finding themselves
less and less capable of finding high-paying jobs without first attain-
ing some level of post-secondary (beyond high school) education.

Pathways is designed to make sure the institutions of educa-

tion — from middle schools through high schools through centers
for applied technology through community colleges — are com-
municating effectively with the businesses in the region to ensure
the students who emerge from education into the workforce have
the skills needed to compete for the specific high-paying jobs and
careers that will be needed and offered by those businesses.

You see, it does very little good for the students or the busi-
nesses if both sides aren’t part of the bargain. Pathways provides
a framework for both sides to spell out specifically what each is
asking from the other and how each side will benefit the other.
Businesses want employees who can prove they have the ability
to help the businesses grow. In many cases, that ability is
demonstrated by credentials attained through post-secondary
work, be it through two-year degrees, a six-week training session
leading to attainment of a certificate or something in between.
But educators need to know precisely what credentials the
businesses and industries in the region are looking for in order
to offer students the educational opportunities they’ll need.
Frankly, hundreds of high school CTE directors and thousands
of businesspeople don’t have the time or the opportunity to hold
those discussions on a regular basis.

That’s where Pathways comes in. Pathways is working on
what the bureaucrats refer to as “vertical integration.” That’s
bureacraspeak for “making sure both sides get what they need
out of this, from as early as the seventh grade through entry into
the workforce.”

The state government is committed to this proposition. At
the Pathways Summit last month in Nashville, more than 150
representatives of both industry and education from Memphis to
Mountain City heard from not only the Education Department, but
also the Department of Labor and Workforce Development and the
Department of Economic and Community Development about the
specifics of their departments’ commitment to aid in the process.

This isn’t just about creating employees with the minimum
skills needed to pay the bills. This is about preparing employees
for better-paying, high-growth sector jobs. This is about bringing
higher-paying jobs in from out of state.

Two things are happening in the job market in America right
now: the number of low-paying, low-skill manufacturing jobs is
dwindling while the number of higher-paying jobs that require
some level of post-secondary training is filling the gap. Tennes-
see needs to make sure we are a place where employers want to
do business, so our people can be where the good jobs are. To do
that, our people need to be ready to do those jobs. It’s a simple
business proposition, but one we can’t afford to ignore.

For much more on Pathways, see the story on Page 12.
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Guest Column

Business and the Law:

Misclassification of Independent Contractors

By Joseph B. Harvey, Esq. Mr. Harvey practices labor and employment law with Hunter, Smith & Davis, LLP.
The firm is observing its Centennial Year in 2016.

“Let’s just call him an independent
contractor. That way, we won't have to pay
taxes or offer him benefits or overtime pay.”

Have you ever heard a hiring manager
make this statement -- or even thought it
yourself? Employers routinely engage both
employees and independent contractors
and properly distinguishing between
the two is not a new issue. But changes
in regulations, in addition to increased
enforcement efforts, are making this issue
more important — and violations more
costly -- than ever before.

According to the United States Depart-
ment of Labor (DOL), the misclassification
of employees as independent contractors
presents “one of the most serious problems
facing affected workers, employers and
the entire economy.” The DOL is making
misclassification a priority by increasing
funding for enforcement, hiring more inves-
tigators, and coordinating enforcement
efforts with other government agencies.

The DOL has used strong language
in describing its enforcement efforts: “We
need to continue to find ways to make our
investigation of one employer resonate
throughout that particular sector and
influence the behaviors of employers across
that entire industry, to promote compliance
across networks of business organizations.”
The DOL hopes to “create ripple effects” by
“Increasing the cost of non-compliance” and
“publicizing wage and hour violations is an
effective way to educate other employers
about their responsibilities and encourage
compliance.” In essence, the DOL wants to
make an example of a few non-compliant
employers to influence other employers in
the industry.

In addition to the DOL, the Internal
Revenue Service (IRS) and state agencies
have stepped up their enforcement activity.
Several states have announced that they
will coordinate efforts with federal agencies
to aggressively combat misclassification of
workers. Partnership agreements between
the DOL and state agencies provide for
information sharing and coordinated en-
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forcement. This means that an investigation
by one state agency could lead to investiga-
tions by other state and federal agencies.

One of the primary reasons government
agencies have focused their attention on
misclassification is lost tax revenues. The
federal government estimated that misclas-
sification of employees resulted in a $34.7
billion loss in tax revenue between 1994 and
2004. More recently, the IRS reported that
its initiative designed to remedy misclassifi-
cation is expected to reap at least $7 billion
in additional revenue over the next ten years.
The DOL reported that in 2014, wage and
hour investigations resulted in more than
$79 million in back wages. In short, as a
result of dwindling tax receipts, the indepen-
dent contractor relationship is under fire by
state and federal governments.

Misclassification is an issue businesses
should bring back to the forefront because
it can have a significant impact on an
organization’s bottom line. The penalties for
misclassification can include back wages,
back taxes, fines, interest and penalties,
which can add up to large amounts. Micro-
soft entered into a $97 million settlement in
a case brought by temporary workers who
claimed they should have been entitled to
employee benefits. Time Warner paid $5
million to settle the claims brought by the
DOL alleging the company misclassified
temporary and leased workers as indepen-
dent contractors.

Questions of misclassification can be a
trap for the unwary employer because there
are several different tests for determining
a worker’s status. The DOL and IRS each
have their own unique tests for classifying
employees and independent contractors.
On top of that, states have implemented
their own tests for determining employ-
ment status for purposes of state laws
such as unemployment and workers’
compensation. Therefore, it is important to
examine the relationship from all applicable
perspectives to ensure that workers are
properly classified and an organization is
not exposed to liability.

Recently, the IRS replaced its long-
standing 20-factor test with a test that
focuses on the degree of control exercised
by the organization over the worker. Gener-
ally speaking, the new IRS test focuses on
the degree of the control the organization
exercises over how the worker performs the
services. Unfortunately for employers, the
change from a 20-factor to a three-factor
test has not simplified the analysis.

The DOL still employs the “economic
realities” test to distinguish employees
from independent contractors. Under this
test, the DOL focuses on whether a worker
is economically dependent on the busi-
ness or in business for himself. The DOL
recently issued new interpretive guidance
on proper classification of employees and
independent contractors. According to
the DOL’s guidance, “most workers are
employees” under the Fair Labor Standard
Act’s broad definitions.

All of these factors mean that the
chances of facing an investigation, and the
consequences if violations are found, are
more serious now than they have ever been.

There are many steps businesses can
take to ensure compliance with the law and
minimize their exposure to time-consuming
investigations and potentially crippling
penalties. Closely analyzing and properly
classifying workers is critically important.
Using written contracts with independent
contractors and contracting with businesses
rather than individuals can also protect
businesses from liability. In the current
regulatory environment, employers should
exercise caution before classifying any
worker as an independent contractor and
follow best practices when doing so.

The 26 men and women who practice
law with Hunter, Smith & Davis, LLP
(hsdlaw.com) serve businesses and other
clients from the firm’s offices in Kingsport
and Johnson City. Specialization in most
areas of legal practice, including labor and
employment law, is not available in the
state of Tennessee.
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Features

HomeTrust’s TriSummit acquisition explained
CEOs detail reasons for, and benefits of, merger

By Scott Robertson

On the afternoon of Sept. 21, after
issuing a press release announcing the
planned purchase of TriSummit Bancorp,
Inc. by HomeTrust Bancshares, Inc.,
HomeTrust CEO Dana Stonestreet and
TriSummit CEO Lynn Shipley sat down to-
gether for an exclusive joint interview with
The Business Journal of Tri-Cities, TN/
VA and Johnson City News & Neighbor at
TriSummit’s Church Circle headquarters.

TriSummit currently has assets in
the neighborhood of $353 million. Once
the TriSummit acquisition is complete in
December, HomeTrust’s assets will exceed
$3 billion. The difference in scale between
the two banks was a key reason the merger
made sense for both, the CEOs said.

From TriSummit’s standpoint, Shipley
said, having less than half a billion dollars
in assets made further growth difficult.

“We make money by lending dollars,”
Shipley said. When interest rates remain at
record lows for extended periods of time,
margins for banks are driven down. “For
the last five or six years, when we have
done our budget, we would think, ‘Gee
whiz, this is going to be the year that rates
start to move up.” Well, the fed passed
again on that today, so the pressure is
going to continue on margin.”

That pressure is compounded by the
massive increase in both the quantity and
scope of regulations placed on the industry
following the great recession. “The
regulators won't tell you, ‘You have to hire
another person to handle this compliance
matter,” Shipley said. “They’ll just say,
‘you have to handle this matter,” and the
way to do that is to hire another person,
and of course, there’s a cost associated
with that. The compliance costs, the
regulatory burden — those continue to be
an issue. You've got to have a certain scale
to spread all these costs over. A few years
ago, I would have said we’d need to be at
least $500 million. But if I was giving the
same answer today, I'd say you need $1
billion to $1.5 billion to even begin to be
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TriSummit CEO Lynn Shipley, left and HomeTrust Chairman and CEO Dana Stonestreet pose in
front of a framed copy of The Business Journal in Shipley’s office the day the acquisition was
announced. The headline on the Journal reads, “The Art of the Deal.” Photo by Scott Robertson

in a reasonable position on the cost of all
those things with the continued pressure.”

Combine those pressures with the
fact that every bank’s legal lending limit is
tied to its capital, and it’s easy to see how
a community bank can be too small to be
sustainable, much less grow.

“We may have a commercial relation-
ship right now where we are near the
legal lending limit, so we can’t really grow
with that company,” Shipley explained.
“HomeTrust has a higher lending limit
because they have $3 billion in assets.

We have $350 million. So obviously their
capital is substantially more. By being
part of HomeTrust, we will have the room
to grow those relationships.”

From the point of view of HomeTrust,
the acquisition of TriSummit, which
operates entirely in East Tennessee, within
HomeTrust’s own footprint, offered the
chance to reduce expenses in existing

markets while offering growth opportuni-
ties TriSummit would not have been able
to access.

“We can expand the customer base,”
Stonestreet said. “Lynn’s added a lot of
talented people to his team that are well
known in the community. We'll just be
able to enable them to do larger loans
and meet more customer needs. They’ll
keep being here and doing what they're
doing today. They'll just have more to do
it with.”

From a market share standpoint, the
merged HomeTrust will move from third
to first in Hamblen County, from ninth to
sixth in Sullivan County and from fifth to
fourth in Washington County. TriSummit
currently ranks sixth, seventh and eleventh
in those counties, respectively.

In addition to simply growing
market share, the newly merged bank will
realize savings by preventing the former



TriSummit locations from having to make
some costly purchases. HomeTrust already
has up and running several tech pieces
that would have proven both costly and
difficult for TriSummit to put in place. An
online mortgage application system and
multiple treasury management tools are
chief among these.

“We’ve made a lot of commitments
on the technology side,” Stonestreet said.
“We're running the best software out
of California. We're set up to meet all
the new regulations — irritating as they
are — making sure everybody can afford to
make their payments and meeting all those
disclosure regulations.”

Having that technology in place also
helps reduce the strain of dealing with
regulations, Stonestreet explained. “We
have a department that does nothing but
the required disclosures within the day’s
timeframe. It takes an expert team that
does only that all day every day because it’s
so complicated.”

That team is one part of the
operations department that will allow

HomeTrust to realize significant sav-

ings from the acquisition. “We have the
infrastructure to be able to handle back
office operations and systems,” Stonestreet
said. “We can eliminate duplication in the
back office operations department which
is something you see happening with
every bank combination with the pressure
on margins, low interest rates and the
pressure on efficiency. As banks combine,
one of the processes is putting together the
talent so we can generate more revenue
together and reduce the expense base

that has raised so much in the regulatory
environment.”

That means the transition will not be
painless, Stonestreet said, but it will be
focused on the long-term success of the
business. “TriSummit will be affected in
the operations areas as we leverage the
infrastructure in the operation area that
we've built in our home office. It’s one
of the challenges, but it’s also one of the
realities.

“Our focus is, let’s do the most good
for the most people we possibly can,’

Additional financial details of the merger, courtesy of HomeTrust

because if we don’t make the hard deci-
sions to find the efficiencies, then maybe
none of us have earned the right to be
here. We're trying to build something here
that’s sustainable.”

HomeTrust has said in disclosure
documents published on its website that
in addition to back office changes, it will
consolidate three branch locations after
the merger. Stonestreet declined to say
which branches will be closing, or whether
those branches are currently TriSummit or
HomeTrust branches. Those decisions will
be announced in December. Stonestreet
expects full regulatory approval by the end
of the 2016 calendar year. The boards of
directors of both companies have unani-
mously approved the merger agreement.

Said Shipley, “The tough part is losing
some folks you worked with for a lot of
years in many cases, but this is about
building a sustainable organization we can
all be proud of, can return value to our
shareholders and can give something back
to our community.” &
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Features

Pathways Tennessee: Education with Intent
to Commit High-Paying Employment

By Scott Robertson

For three years, Tennessee’s state
government has been working to create
a system in which each of the state’s regions
will align its career and technical educa-
tion offerings with the needs of the major
employers in those regions. The program,
called Pathways Tennessee involves
cooperation between the departments of
Education, Labor and Workforce Develop-
ment, and Economic and Community
Development.

The program has slowly gained steam.
Forty of the 95 counties in Tennessee are
taking part this year, and Sept. 23, for the
first time, educators from Northeast Tennes-
see traveled to Nashville to take part in the
third Pathways Tennessee Summit. All eight
counties in Northeast Tennessee’s First
Development District are working together
as a region.

The Pathways premise is simple. If an
individual student is shown a direct pathway
from where he or she is in middle or high
school to a job in the region that pays better
than average wages, he or she is more likely
to be successful than by simply getting a
general education and hitting the want ads.
Just so, employers are more likely to find
the workforce they need if their require-
ments are clearly communicated to the
school systems and those systems align their
career and technical education offerings to
meet those needs.

There are caveats, of course. The
Pathways initiative is not targeted to
students who already know they plan to
attend a four-year college or university.
Those students have a pathway in mind
already. Pathways Tennessee concentrates
on aligning needs and opportunities for
those students who may want to go straight
from high school graduation into the
workforce, or who may find they need a two-
year degree or some other training before
entering the workforce.

A few facets of the overall workforce
picture illustrate why the state is taking the
Pathways approach, which several other
states have also adopted. First, the number
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of above-the-poverty-

line jobs that require no
post-secondary (beyond
high school) education is
dwindling. Where a low-skill
manufacturing position once
existed in a given industry,
there is now more likely to
be a position that requires
industry certifications that
prove the potential hiree
already possesses the pre-
requisite skills. Second, that
trend is likely to accelerate
in the coming decade. One
of the biggest drivers of

that trend is automation.

In many cases, machines

do low-skill work more
efficiently and consistently
than humans. But even in
heavily automated facilities,
the machines still need
maintenance and upgrading.
That task requires skilled
humans. And those skilled humans are paid
better than the unskilled employees who did
the jobs the machines are doing now.

“Pathways is preparing students
to work in high-growth sectors with jobs
that pay at least 9o percent of the region’s
median wage,” said Nick Hansen, program
director of Pathways Tennessee. “It’s done
through local articulation agreements and
memoranda of understanding.”

The 30 high schools (and their feeder
middle schools) in Northeast Tennessee
represented at the Pathways Tennessee
Summit already have career and techni-
cal education classes in place. Pathways
provides a framework for those schools to
communicate with the major employers in
the region and to best align their offerings.
In this way, not only can the schools provide
the employees needed in their county right
now, they can also learn directly from
industry what the trends are, and how they
should address those trends with programs
of study oriented in those directions.

Nick Hansen, Pathways program director for the state of Tennessee
poses with First Tennessee Development District Director of Work-
force Initiatives Lottie Ryans in Nashville. Photo by Scott Robertson

“We need to work together to make
sure things are vertically aligned to make
sure that the students have an education
that will allow them to succeed in their own
region,” said Dr. Danielle Mezera, assistant
commissioner, Tennessee Department of
Education at the summit. “Everything works
off a stable tax base. That’s what drives our
education. It drives our ability to recruit
business. It’s what drives our communities.
Keeping people close to home and giving
them a chance to be successful there is
essential to keeping that tax base stable.”

Some rural school systems in the state
have balked at the idea of a regional ap-
proach, fearing that if they educate students
to work in an industry located in the next
county, those students may go to that county
to live, thereby driving down the local tax
base in the county that paid to educate them.

That argument, Mezera said, is falla-
cious. “The way we operate in the United
States, right or wrong, is that we operate in
silos. But people don't live their lives like



that. People who live in one city drive to work in another and vice
versa. There is that cross-feeder effect that must be understood in
order to grow regional strengths. We are stronger together than you
could be by yourself.”

In fact, having a workforce-driven CTE plan in place makes a
rural community more attractive to business, thereby driving up
the chance to bring new jobs to that community. It’s an argument
regionally-minded economic developers have been using for years.

Because it would be unwieldy to simply have every school
create a new curriculum for every business need, even regionally,
the state has bundled pathways into clusters by industry. Career
clusters identify the knowledge and skills needed to follow a
pathway toward career goals and provide a context for exploring
the often broad range of occupational options available in a region.

There are currently 16 career clusters in Tennessee, including
such diverse offerings as Agriculture, Food & Natural Resources;
Finance; Human Services; Information Technology; Marketing;
STEM; and Transportation, Distribution & Logistics. The Northeast
Tennessee delegation, basing its decision on the major employers
and potential future employers in the region, chose to focus its
efforts on developing the Advanced Manufacturing and Health
Science clusters.

Each cluster is divided into different pathways that are
grouped by the knowledge and skills required for occupations in
these career fields. So if a student is interested in both electronics
and mechanical engineering, he or she would be guided toward the
mechatronics field of study in the Advanced Manufacturing cluster.
In four years, that student would take courses in Principles of

Manufacturing, Digital Electronics, Mechatronics I and IT and/or a
manufacturing practicum either at the facility of a regional mecha-
tronics employer or in laboratory conditions designed to duplicate
that setting. In addition that student would be offered electives in
robotics and dual enrollment opportunities at regional community
colleges. At the end of the pathway, the student would be ready

to test for certification as a Level I Siemens Certified Mechatronic
Systems Assistant. The average starting salary for mechatronics
technicians in East Tennessee is $48,200.

“Pathways lead to credentials with real labor market value,”
Hansen said. “These credentials are not just industry-recognized,
but also industry-valued. By vertically aligning our CTE courses and
programs of study with these credentials, we have transference not
just to post-secondary education, but to high-quality employment.”

The next steps in Northeast Tennessee include furthering the
vertical integration of secondary schools and post-secondary educa-
tion institutions including community colleges and the Tennessee
Center for Applied Technology, as well as furthering the discussion
between business and education, said Lottie Ryans, First Tennessee
Development District Director of Workforce Initiatives, who heads
up the Pathways effort in Northeast Tennessee.

“The first thing we need to do it validate what we have pulled
as the classes being offered at these high schools,” Ryans said. “We
need to understand what classes in what clusters are being offered
in each school. The next thing we'll do is start having more discus-
sions with employers. We don’t want to give them meeting fatigue,
but we need to sit down with our employers and say, ‘Here’s what’s
offered. Does it make sense for you?”

Auditing & Accounting Services
Corporate & Individual Tax Services

Estate Planning, Administration
&Tax Services

Individual & Business
Advisory Services

Employee Benefit Services

Payroll Services

513 State Street | Bristol, VA 24201 | 276-669-6171
217 E. New Street | Kingsport, TN 37660 | 423-246-6104

THE WELLNESS CENTER

MountainStatesHealth.com/WC ©
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Where The Sinclairs
meertheVirginia Highlands.

EVERY FAMILY HAS A STORY. WHAT WILL YOURS SAY?

Set deep within the Virginia Highlands, The Virginian is a private, residential
community with a deep heritage. Now, your family can be a
part of this history. Experience the best of quiet, country living with a

Tom Fazio-designed course, fly fishing, horseback riding, mountain biking, tennis and

more. (€0)0:(600):}

To learn about life here, visit http://tc.thevirginian.com/. Homes from $450k. 276.645.6055 | 22512 CLUBHOUSE RIDGE, BRISTOL, VA 24202
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Nuclear Fuel Services, Inc.
Making a Difference in Our Communities and Around the World

Located in Erwin, Tennessee, Nuclear Fuel Services, Inc. (NFS), NFS is both a strategic asset for America and an economic engine

a subsidiary of BWX Technologies, Inc., operates a uranium for Northeast Tennessee. With more than 1,000 employees and
fuel materials production facility to support America’s fleet contract workers, NFS is committed to manufacturing specialty
of nuclear-powered submarines and aircraft carriers. It also nuclear materials for the U. S. Navy’s fleet and other customers

converts Cold War era government stockpiles of highly-enriched ~While protecting its workers, the public and the environment.
uranium into material suitable for further processing into
commercial nuclear reactor fuel.

NFS Facts

+ NFS s the largest employer in Unicoi County « NFS routinely donates time, money and resources to school

+ NFS assists more than three dozen non-profit organizations in computer labs and other technology-focused organizations in
East Tennessee through financial support, volunterism support of STEM (Science, Technology, Engineering and Math)
and materials « NFS meets twice yearly with its Community Advisory Group,

+ NFS is the largest contributor to the United Way in which is made up of legislators, business leaders, educators and
Unicoi County other key influencers in the community

+ NFS has a robust speakers bureau program, with more than 70~ « NFS is committed to protecting its workers, the public and the
employee-volunteers, reaching more than 30 schools and other environment
educational organizations in the Tri-Cities area

CONTACT INFO: TOP EXECUTIVE: DATE FOUNDED:
1205 Banner Hill Road Joel W. Duling, 1957

Erwin, TN 37650 President NUMBER OF
(423) 743-9141 EMPLOYEES:

nuclearfuelservices.com 1000+




Market Facts

Dooh, this looks interesting...

By Scott Robertson

That was my initial reaction last year when | was intro-
duced to the Market Facts publication produced by the
Charleston Regional Business Journal in South Carolina.
Our publisher, Bill Derby, had arranged with his counter-
part in Charleston, Grady Johnson, for four members of our
team (including Co-Publisher Jeff Derby and Director of
Business Development and Marketing Jeff Williams) to visit
Charleston to learn their best practices.

Johnson explained that their 100-page Market Facts
special publication had been growing and evolving for
several years. It was originally born from their company’s
own need to gather information to decide in what direc-
tions growth would be most advantageous. Through the
process of gathering data on demographics, top industries
in the low country, real estate and economic development,
they realized how much work went into digging it all up
and bringing it together. “There’s value,” Johnson said, “in
having all this information in one place.” So they published
it, and found the marketplace agreed with their assess-
ment. There is value in saving readers the time and effort
of searching out this data.

Our first Market Facts effort owes much to the good folks in
Charleston from whom we have learned and, with gratitude,
borrowed. Johnson, Managing Editor Andy Owens, Creative
Director Ryan Wilcox and Vice President of Sales Steve
Fields all patiently answered our questions over the course
of three different discussions, first in their offices, later at
their Healthcare Heroes event, and finally at the Alliance of
Area Business Publishers summer conference in lowa.

Our inaugural Market Facts section includes charts,
graphs, tables and statistics of interest and utility to owners
and operators of businesses in our region. We hope it

also will serve as a useful tool for businesses considering
relocating to the Tri-Cities, TN/VA. Topics include demo-
graphics, wages and employment, health care, real estate,
construction, retail sales and more.

Our goal is to grow this section to the point where it takes
its place as an equal companion to our annual Book of
Lists. The combination of the information in that publica-
tion and this one should in the coming years serve as a
remarkable way to get a quick and accurate impression of
the growing business community in the region.

Home Sales by Price Range

Less than $200,000
4,138 sold

. $200,000 - $399,999
1,146 sold

. $400,000 - $599,999
132 sold

. $600,000 - $799,999

32 sold

$800,000 - $1M
19 sold

As with the Book of Lists, the Market Facts effort could
not succeed without the extra effort given by many team
members here at The Business Journal, and we would be
remiss in publishing what follows without acknowledging
their work. Sarah Colson and Paula Godwin conducted
research. Judd Shaw, our graphics director, was respon-
sible for the look of the section. In addition, we owe debts
of gratitude to Don Fenley at the Northeast Tennessee
Association of Realtors, Ken Rea at the First Tennessee
Development District and Jon Smith at East Tennessee
State University for sharing their own data.

Special thanks also go out to section sponsor Nuclear Fuel
Services. Without their support this endeavor would not
have been possible. We believe their support, and that

of the other advertisers in this section, has allowed us to
create a valuable resource for you, the decision-makers in
our growing business community.
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Market Facts

2015 MSA Population

2,000,000
1,830,345
1,800,000
1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
446,840
400,000 307120
200,648
200,000 181,747 - 116,642
Asheville, NC Blacksburg- Greenville-  Johnson City, TN Kingsport- Knoxville, TN Morristown, TN~ Nashville-Davidson-
Christiansburg- Anderson- Bristol- Murfreeshoro-
Radford, VA Mauldin, SC Bristol, TN/VA Franklin, TN
Source: East Tennessee State University College of Business, Bureau of Business and Economic Research
County Population Growth Mo A0 G GG
AREA POPULATION  POPULATION  POPULATION 2010-2015
Carter 56,742 57424 56,486 -1.6
Greene 62,909 68,831 68,580 -04
"A Hancock 6,786 6,819 6,572 -36
Hawkins 53,563 56,833 56,471 -0.6
Sullivan Johnson 17499 18244 17830 23
Sullivan 153,048 156,823 156,791 0.0
Unicoi 17,667 18,313 17,860 -2.5
Washington 107,198 122,919 126,302 21
TN Scott, VA 23,403 23,117 22,126 -4.5
Washington, VA 51,103 54,876 54,591 -0.5
™ 5,689,283 6,346,105 6,600,299 40
VA 7,078,515 8,001,024 8,382,993 4.8
US 281,421,906 308,745,538 321,418,820 41

Source: First Tennessee Development District
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Building Financial

Relationships

purpose

In 1932, families across the nation were struggling from the
Great Depression. In Kingsport, Tennessee the employees of
the Mead Paper Mill, now known as Domtar, combined their
individual financial resources to create a member-owned coop-
erative to serve the financial needs of their coworkers. Today,
over 14,000 member-owners continue to support one another
in Appalachian Community Federal Credit Union’s (ACFCU)
expanded service area. This area includes

communities in southwest Virginia, northeast Tennessee

and eastern Kentucky as well as nonprofit organizations and
individuals belonging to the Human/Economic Appalachian
Development Corporation.

In 2010, ACFCU set out to reinvent itself using the
framework from 1932, which was to provide financial
assistance to underserved individuals in local communities.
Under the leadership of Ron Scott, President and CEO, ACF-
CU realigned its mission and purpose to do so. Ron recog-
nized the needs within the communities and

reestablished the goal of providing quality financial products
and services to the underserved communities of central
Appalachia. ACFCU created a variety of products designed to
“stair step” individuals from financial hardship to

economic self-sufficiency. This innovative approach is
trademarked as myMoney Track Solutions®.

In 2013, ACFCU expanded its reach by assisting a small credit
union in eastern Kentucky through an emergency merger. This
important move insured continued financial services to several
underserved communities. It also allowed ACFCU to become
the primary sponsored financial

institution of the Human/ Economic Appalachian
Development Corporation (H/EAD). H/EAD is a nonprof-

it 501c¢ (3) membership organization that supports other
non-profits with the shared mission of economic development
in the central Appalachia region through financial education,
advocacy and responsible lending.

ACFCU also provides extensive services that include one-on-
one financial counseling, financial workshops and free income
tax preparation. In 2015, 2,817 people received one-on-one

counseling, and 1,084 people participated in an ACFCU
financial workshop. ACFCU sponsored Volunteer Income Tax
Assistance (VITA) with Milligan College and Berea College.
Combined, VITA’s impact provided free tax preparation to
3,187 people with more than $4.4 million in tax refunds.

Today, ACFCU is even stronger as a certified Community
Development Financial Institution or CDFI. The US
Department of Treasury extends this certification to financial
institutions that demonstrate effective support to underserved
communities through their financial services. The CDFI
designation requires ongoing performance evaluations and
must be renewed annually. This designation further empowers
ACFCU to be the best it can at fulfilling its mission. According
to Ron Scott, the CDFI certification is a perfect fit for the credit
union movement. “CDFIs present an exciting new chapter

for credit unions and keep them aligned with their original
mission of self-help and second chances”

—_—

e ]

www.myacfcu.org ¢ 1-800-378-3778

Federally Insured by NCUA

o~
Appalachia

Community Federal Credit Union

Building Financial Relationships One Member at a Time!®



Market Facts

Average Wage Gomparison, 2015 uies states........ocoec 52,937
$54,282

$46,731 $45,990

539,461

102.5%
of Us,

Tennessee Virginia Johnson City Kingsport Asheville MSA Knoxville Blackshurg
Bristol, TN Christiansburg
Bristol, VA Radford

Source: U.S. Census Bureau

If you make $50,000 a year in Kingsport. ..

$56,243 $56,630
$54,807
$54,033
$53,315
i i i i 1
CHARLESTON ASHEVILLE ATLANTA GREENVILLE KNOXVILLE RICHMOND

...you would need to make the salaries shown in the graphic above in order to live an equivalent lifestyle in the competing markets mentioned. The data show that the long-
standing truism of lower MSA salaries being offset by lower costs of living in the Tri-Cities, TN/VA markets remains in place. The data is for the Kingsport MSA only, with data
for the Johnson City MSA currently unavailable, but believed to be very similar. The data is sourced from the website salary.com as of late June, 2016.

Source: Salary.com
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Market Facts

Per Capita Personal Income

\ /

Source: First Tennessee Development District

$35,912

Kingsport-Bristol-
Bristol, TN/VA (MSA)

$32,627

Blacksburg-Christiansburg-

Radford, VA (MSA)

$34,757

Johnson City, TN (MSA)

$39,530

Knoxville, TN (MSA)

$31,593

Morristown, TN (MSA)

$36,470

Asheville, NC (MSA)

$37,333

Greenville-Anderson-
Mauldin, SC (MSA)

$47,392

Nashville-Davidson-
Murfreeshoro-Franklin, TN
(MSA)
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Market Facts

Employment By IndUStry By Place Uf Wﬂrk First Tennessee Development District vs United States

Manufacturing

® 16%

First Tennessee
Development District

8.8%

United States

Construction
® 46%
First Tennessee

Development District

4.4%

United States

Retail Trade
® 12.9%
First Tennessee

Development District

11%

United States

Wholesale Trade, Transport
& Utilities

@® 5.38%

First Tennessee
Development District

79%

United States

Health Services & Education
(Private Sector)

® 171%

First Tennessee
Development District

15.4%

United States

Source: First Tennessee Development District

Leisure & Hospitality

@® 10.4%

First Tennessee
Development District

10.6%

United States

Professional Services

® 11.9%

First Tennessee
Development District

17.7%

United States

Government

@® 15.5%

First Tennessee
Development District

15.7%

United States

Per Capita Real GDP

60,000
55,000

$54,928

$52,526

50,000

45,000

$40,415

40,000
35,000
30,000
25,000
20,000
15,000
10,000

5,000

0

United States

Source: ETSU Bureau of Business and Economic Research
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$33917— $33,566

Asheville, NC

$28,941

$33,817

$30,034

MSA

MSA

Blacksburg-
Christiansburg-
Radford, VA

Johnson City, TN

Kingsport- Knoxville, TN
Bristol-

Bristol, TN/VA

Morristown, TN

Nashville-Davidson-
Murfreeshoro-
Franklin, TN



Market Facts

Employment

Natural Professional

Resources Trade, Trasportation Financial & Business Education  Leisure & Other

& Mining Construction Manufacturing & Utilities Information  Activities  Services & Health  Hospitality ~ Services
Buchanan County VA 1,200 400 186 1,108 N/A 182 656 850 304 156
Dickenson County VA 918 190 19 540 N/A N/A 232 414 170 N/A
Lee County VA 21 294 87 960 N/A 132 237 614 290 90
Scott County VA 44 116 164 846 N/A 118 1 870 409 159
Smyth County VA 28 497 3690 1,659 63 m 1,348 1,210 730 1
Tazewell County VA 659 563 1,136 3809 62 562 985 2317 1,395 432
Washington County VA 302 536 3902 4,758 145 571 15615 3281 1,974 446
Wise County VA 587 27 281 2571 85 312 1,149 1,695 938 19
Carter County TN 26 615 1,183 2,097 55 383 334 2,001 1318 285
Greene County TN 131 596 6,076 5,396 204 144 2220 4,056 1,199 47
Hancock County TN N/A 7 N/A 125 N/A 2 N/A 159 4 19
Hawkins County TN 109 285 3995 1,81 8% 206 1015 1,185 1,038 189
Johnson County TN N/A N/A 753 997 18 151 7 425 348 69
Sullivan County TN 8 5,584 11,395 13833 N/A 2097 6,292 11922 1044 N/A
Washington County TN 10 1974 4828 10841 1,381 3996 7101 11,080 7164 1983

Source: First Tennessee Development District
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Market Facts

Northeast Tennessee outpacing Southwest Virginia in employment gains

The good news for Southwest Virginia is that in the last 12 months, statistics that the region still lags behind the rest of the Commonwealth, the nation as a whole,
from the U.S. Department of Labor's Bureau of Labor Statistics show a slow drop in and, as these figures show, the nearby counties in Tennessee. While even Unicoi
unemployment rates. The recovery from the Great Recession of 2008-2009 has been  County, which lost several hundred jobs in the CSX restructuring, shows a drop of
slower than any other recovery in the last century, a fact that has been magnified in more than a percentage point, no Southwest Virginia County in the border region saw
Southwest Virginia by the declines in the coal and tobacco industries. The bad news is its unemployment rate drop by more than 0.9.

County March 2015 March 2016

TENNESSEE

Carter 6.7 5.0
Greene 6.7 4.8
Hawkins 6.5 4.8
Johnson 6.4 45
Sullivan 5.8 4.5
Unicoi 8.5 6.5
Washington 55 41

VIRGINIA

Russell 6.9 6.8
Scott 5.4 51
Smyth 71 6.2
Washington 51 4.6

Source: US Department of Labor Bureau of Labor Statistics
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Market Facts

Employer Costs For Employee Gompensation

Total Compensation Per Hour

Economic developers know replacing a job with a job
isn't necessarily a wash for any particular market. For
instance, replacing a natural resources job with a service
industry job in Southwest Virginia creates a net loss of
almost half the income, meaning one would need two
service industry jobs for every mining job lost. Hence the

drive for manufacturing jobs in Southwest Virginia, where BB Management [ Sales/Office Wl Service [ Natural Resources
mining is fading as an economic force and service jobs _ _ _ »
are already prevalent. @ Production ¥ Goods Producing W Service Providing

Source: US Department of Labor Bureau of Labor Statistics
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Market Facts

Financial Performance of Area Hospitals

2010 201 2012 2013 2014 2015
$1059.3 $ $1089.1
$944.3 %976.1 %9915 1051.1
Total 57204 5759.4 *788.4 $[7:8l]:; S772.7 812.7
Revenue
(in millions) I I
Mountain States ~ Wellmont Mountain States ~ Wellmont Mountain States ~ Wellmont Mountain States  Wellmont Mountain States ~ Wellmont Mountain States ~ Wellmont
“("':r"’:;!:“"":;':: Mountain States Mountain States Mountain States Mountain States Mountain States Mountain States
e I %20.8 ’8.3 15 2.4 524.2
derivatives gain Wellmont Wellmont Wellmont Wellmont Wellmont Wellmont
or loss
iy 9-92.5 7.2 322.5 5.4 ’.8 6.7
s o uskA111%  wsa107%  wswa106%  wsua103%  wswa103%  wska 94%
Total Revenue  Wellmont 55% Wellmont 60% Wellmont 58% Wellmont 61% Wellmont 63% Wellmont 59%
Nerage MSHA  @(800)) MSHA ((800) MSHA MSHA MSHA MSHA
Daily
CGensus

Wellmont

*Franklin Woods Community Hospital
data unavailable for that year.

Wellmont

Source: Mountain States and Wellmont Financial Statements

Wellmont

Wellmont

Wellmont

Wellmont

2015 Area Healthcare Employment and Wage Estimates

Employed Employed Average Total Wages Wages Average Total

Northeast TN Southwest VA Employed Northeast TN Southwest VA Wages
Dentists, General 65 N/A 65 S174,860 $189,010 179,935
Physicians and surgeons, all other 205 170 2225 216,605 215,660 216,157
Pharmacists 306 310 3375 118,310 109,560 173,336
Optometrists 30 N/A 30 114,550 N/A 114,650
Physician Assistants 35 80 brh 92440 71,090 81,765
Physical Therapists 185 230 2075 88,036 84,170 86,102
Registered Nurses 2,190 2010 2400 01,860 01,870 61,865
Occupation Therapists 79 90 82.9 83,610 87060 85,330
Respiratory Therapists 200 110 199 46,820 49120 47910
Occupational Therapy Assisstants 40 100 10 57030 65,070 61,060
Licensed practical & vocation nurses 990 1,520 1,255 34,440 34,060 34,250

Source: US Department of Health and Human Services
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What does insurance cost? Total Medicaid Spending
Figures show the average annual health premiums for a family plan.

United States
Fiscal Year 2014 \
B0 @h.o®Q
Ll VA Us Tennessee
9,266 %5289 4,955 F$' Yoarsi®
ae e e 90 3 hillion
0,746 11,312 $12,590
Cotton Contitn Continn Virginia
Fiscal Year 2014
26,001 16,601  $17545 Al
Tl’]ta| T:tal T,ntal $7| 6 1 b I I | I 0 n
Source: US Department of Health and Human Services

Source: US Department of Health and Human Services

HASLAM

THE UNIVERSITY OF TENNESSEE, KNOXVILLE

FOR CUSTOM EXECUTIVE EDUCATION

Develop Your Leaders
IMPROVE YOUR BUSINESS

Contact us to develop a customized
solution for your business.

Ron Solmonson:
rsolmons@utk.edu
(865) 974 9306

leadership.utk.edu *2016 FINANCIAL TIMES
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Market Facts

Affordable Health Care Act, 2015

Tennessee and Virginia figures, 2015 open enrollment figures

231,440

4%

Total Merketclace Users TN RE-ENROLLEES

otal vlarketplace USers

306,785 were eligible to enroll h3%
NEW CUSTOMERS

390,237 completed applications

385,154 46%

Total Marketplace Users VA RE-ENROLLEES
470,998 were eligible to enroll 54%
511,789 completed applications NEW CUSTOMERS

Source: US Department of Health and Human Services

Percent covered by Health Insurance

Tennessee Virginia Sullivan County, TN P

' Male

]

' Female
86Y%} 88%§80%}Y 91%{ 69%m87% | 87% §92%} 87%§ 72% R 86%} 89%§88%] 79%0§56% ®

' Caucasian
Washington County, TN Washington County, VA Tazewell o

' Black

®

' Hispanic
81%}]89%89%} 820 680 88% | 89% |89%] 70% § 827 e 84%| 86%0§85%}§ 81%] 50%

Source: American Community Survey
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Market Facts

Tennessee’s Health Care Rankings 1isbest; 50is wors

No. 43

Overall Health Ranking

Strengths: Low prevalence of excessive drinking; small disparity in health status by education level; Challenges: Many poor mental health
days; high prevalence of smoking; Highlights: In the past year, physical inactivity decreased 28% from 37.2% to 26.8% of adults; In the past
two years, poor mental health days increased 20% from 4.0 to 4.8 days in the previous 30 days; In the past five years, preventable
hospitalizations decreased 26% from 877 to 64.8 per 1,000 Medicare beneficiaries; In the past 10 years, cardiovascular deaths decreased
22% from 382.3 to 299.0 per 100,000 population; Since 1990, violent crime increased 11% from 534 to 591 offences per 100,000 population.

No. 44

Cancer Deaths

No. 40

Drug Deaths

No. 44

Cardiovascular Deaths

No. 47

Smoking

213.7 cancer deaths 176 drug-related deaths per 100,000 299 cardiovascular-related deaths 24.2% of Tennessee adults reported
per 100,000 residents residents. Up from 1.7 in 2013 per 100,000 residents smoking on a regular basis.
No. 50 No.2 No.36 No. 18
Mental Health Excessive Drinking Obesity Primary Care Physicians

In 2015, Tennessee adults indicated
that for 4.8 days out of 30, their
mental health was not good

Source: Americashealthrankings.org and U.S.

In 2015, 11.6% of the adult population
in Tennessee reported binge drinking
on a single occasion in the last month
or chronic drinking weekly

Census Bureau

31 9% of Tennesseeans are
considered obese

There are 1264 primary care
physicians per 100,000 residents

Virginia’s Health Gare Rankings 1 s bes; 50is worst

No. 21

Strengths: low incidence of infectious disease; low percentage of children in poverty; low violent crime rate; Challenges: large disparity in
health status by education level; high prevalence of smoking; low per capita public health funding; Highlights: In the pst year, drug deaths

increased 13% from 8.4 to 9.5 per 100,000 population; In the past two years, smoking increased 3% from 19.0% to 19.5% of adults; In the
past 10 years, preventable hospitalizations decreased 34%:; In the past 20 years, cancer deaths decreased 11%; Since 1390, cardiovascular

Overall Health Ranking  geaths decreased 42% from 4132 to 239.1 per 100,000 population.
No.23 No.6 No.25 No. 31
Cancer Deaths Drug Deaths Cardiovascular Deaths Smoking
There were 189.2 deaths per 19.5% of adults smoke
100,000 residents in 2015
No.3 No.21 No.20 No. 24
Children in Poverty Diabetes Obesity Lack of Health Insurance

11.3% of children younger than
18 years live in households at or
below the poverty threshold. That's
down from 14.5% in 2014

9.7% of the adult population has been
formally diagnosed with Diabetes.
That's down from 10.6% in 2013

Source: Americashealthrankings.org and U.S. Census Bureau
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Market Facts

Total Sales Volume June 2015 - June 2016 [ sie Famiy saes [ condo sates

Northeast Tennessee
$120,000000 —

$100,000,000

80,000,000
$60,000,000
$40,000,000

$20,000,000

June 2015 July 2015 Aug. 2015 Sept. 2015 Oct. 2015  Nov. 2015 Dec. 2015 Jan. 2016 Feb. 2016  Mar. 2015 April 2016 May 2016 June 2016
Source: Northeast Tennessee Association of REALTORS

Home Sales by Price Range

. Less than $200,000
4,138 sold

. $200,000 - $399,999 . $600,000 - $799,999

1,146 sold 32 sold
. $400,000 - $599,999 $800,000 - $1M
132 sold 19 sold

Source: Northeast Tennessee Association of REALTORS
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Market Facts

Northeast TN Average List Price vs. Average Sale Price Il ustprice [l ol Price

$200,000

95% 96% 96% 95% 96% 96% 93% 95% 94% 105% 98% 96% 96%

of list price  of list price of list price of list price  of list price of list price of list price

of list price of list price  of list price of list price of list price of list price

$150,000 —

$100,000 —

$50,000
0

June 2015 July 2015 Aug. 2015 Sept. 2015 Oct. 2015  Nov. 2015

Dec. 2015 Jan. 2016  Feb. 2016  Mar. 2015 April 2016 May 2016  June 2016

Source: Northeast Tennessee Association of REALTORS

Faith. Learning. Life.

MBA

gemend & KING

ESTABLISHED IN 1867

800.362.0014 gps.king.edu
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Market Facts

Architecture, Engineering and Construction in Tennessee

Architecture and Construction and Installation, Maintenance,
Engineering Occupations Extraction Occupations and Repair Occupations
5990
5090
2100
2015 Total employment 2015 Total employment 2015 Total employment
$34.06

$17.75 $20.56

2015 average hourly wage 2015 average hourly wage 2015 average hourly wage

Source: US Department of Labor Bureau of Labor Statistics

Unionization rises in Tennessee, Virginia 254 VA Union Membership Rate 5.4%

200 | (membership in thousands
Conventional wisdom is, “if it gets to a vote, the odds are good workers will unionize. ( P )

Unions did a better job of getting to the vote in Tennessee and Virginia in 2015, as
union membership and representation rose in both states despite declining union influ-
ence nationwide. The Tennessee unionization rate rose to 5.4 percent from 49 in 2014,
Virginia's rate rose to 5.4 percent from 5.0,

States w/ lowest union membership rates

North Carolina 19%

South Carolina 22% 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015

Mississippi 31% . .

PP 225 TN Union Membership Rate
Utah 1% .
. 200 1 (membership in thousands)
Georgia 43% 175 4%
. . i 150 '

States w/ highest union membership rates 195

New York 206 % 100

Alaska 22.8% 7

Hawaii 21.8% 50

Washington 16.8% 23

New Jersey 16.5 %

2005 2006 2007 2008 2009 2010 20Mm 2012 2013 2014 2015
Source: US Department of Labor Bureau of Labor Statistics
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Market Facts

200

150

100

50

July 2014 Jan. 2014 July 2015 Jan. 2015 o May 2016

. (Mining, logging, and construction) Tennessee . (Mining, logging, and construction) Virginia

Source: US Department of Labor Bureau of Labor Statistics

Building Permits and Construction Costs [l » [l 2

$31.4M

$21.4M $21M $21M
1280 ¢y g115m 1050

$37M $4 il
$2.1M 833 ¢ oy $2 4|\/| $
$1 3M $1 M .

Lee Scott Smyth Tazewell Washington [}arter Greene Hawkins Sullivan Washington
County, VA County, VA County, VA County, VA County, VA County, TN County, TN County, TN County, TN County, TN

12 Permits 26 Permits 17 Permits 20 Permits 53 Permits 84 Permits 89 Permits 69 Permits 116 Permits 159 Permits
13 Permits 29 Permits 14 Permits 33 Permits 73 Permits 35 Permits 69 Permits No Data 99 Permits 140 Permits

$14M

$TM No Data

Source: US Census Bureau
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MEET THE

FINANCIAL
ADVISORS

Financial Advisors: Clem Wilkes, Pete Cholerton and Tim Miller

[‘_)

800-826-8663 br ) °ce

3028 Peoples Street _I'J 1 lZenS
Johnson City, TN 37604

101 E. Main Street INVESTMENT SERVICES

Kingsport, TN 37660 A Division of Citizens Bank

RAYMOND JAMES”

Securities are offered through Raymond James Financial Services, Inc., Member FINRA/SIPC and are:
= NOT A DEPOSIT = NOT FDIC INSURED = NOT INSURED BY ANY GOVERNMENT AGENCY = NOT GUARANTEED BY THE BANK = SUBJECT TO RISK AND MAY LOSE VALUE

Citizens Investment Services and Citizens Bank are independent of Raymond James Financial Services.
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Market Facts

Educational Attainment
Persons 25 years and older, 2010-2014

/i /i /i

First Tennessee Development District™ Tennessee United States
359,486 4,336,243 209,056,129
25 Years and Older 25 Years and Older 25 Years and Older
I ot 2 High School graduate MM High School graduate ™" Some College, no degree MM Associates Degree [ Bachelors degree Advanced degree

*Carter, Greene, Hamblen, Hancock, Hawkins, Johnson, Sullivan and Washington counties
Source: First Tennessee Development District

State of Franklin Healthcare Associates

WALK-'IN

CLINIC

Open 7 Days a Week 7am-9pm
Call Ahead

423-794-5590

or just Walk-In!

301 Med Tech Pkwy, St 110, Johnson City
sofhawalkin.net | facebook.com/sofhawalkin
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Informed leadership is just good business.

Find out about your employee health insurance options.

You know healthy employees are good for business —they’re more productive on the job,
and they miss fewer days due to illnesses and injuries. And on the flip side, an unhealthy
employee can cost a business several thousand dollars each year.

But how can you keep your team in top condition? Through the Small Business Health
Options Program Marketplace - SHOP —you can find high-quality plans that will improve
the health of your employees and their families. Any small business owner with 100 or
tewer full-time equivalent employees can be eligible for SHOP.

And Wellmont Health System’s certified health insurance navigators can help you find
the best plan that fits your company’s needs.

Have SHOP questions?

Visit wellmont.org/GetCovered, call 1-877-421-0304 or email GetCovered@wellmont.org
to find out how the right insurance plan can help you and your team become healthier and
more productive.

A Wellmont
< Health System

The project described was supported by Funding Opportunity Number CA-NAV-15-001 from the Centers for Medicare & Medicaid Services.
The contents provided are solely the responsibility of the authors and do not necessarily represent the official views of HHS or any of its agencies.

wellmont.org n u




Market Facts

Retail Sales

% GHANGE

AREA 2010 2013 2014 2010-2014

" A Carter $443.922,183 $467065,490 $485,761,809 9.4
Washington

Greene 664,972,069 725,731,497 754,136,770 134

Hawkins 310,663,685 362,095,097 374,052,936 20.4

Sullivan
L Johnson 91350639 94212799 96,0653 5.1
Hawkins
Sullivan 2093488907 2217629304 2303655650 0
Unicei 120360147 129479109 133716629 75

Washington 2,004,032,830 2,168,077,265 2,218,400,283 10.7

TN

Scott, VA 213,409,081  212,732970 229,815,811 77

Wash., VA 763,253,177 779,469,105 797,520,884 45

" 0-4.9% Change 2010-2014

: 2010 - $4,307,947,000,000
(] 5-9.9% Change 2010-2014 U L Ited 2013 - $5,067,874,000,000

B 10+% Change 2010-2014 States 2014 - $5,271 913,000,000

Source: First Tennessee Development District

Impact of Travel in Tennessee
$34,930,000 $85,660,000

Carter County Greene County
$1,250,000 $37,310,000
Hancock County Hawkins County
$9,670,000 $340,980,000
Johnson County Sullivan County

$8,510,000 $235,500,000

Unicoi County Washington County

$753,810,000 $17,185,270,000

First Tennessee Development District United States

Source: First Tennessee Development District
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2016 HOLIDAY GIFT GUIDE

- A Work of Art - In Stitches - Reeves Eye Institute
- Branded Swag - Johnson City Eye Clinic/ « Shellz
- Food City Cosmetic Laser Skin Care - Sher Extensions
- General Morgan Inn - Mauk’s of Jonesborough - Sugar Mama Waxing
- Gourmet & Company « Moon Tuxedo « The Business Journal
- Gregory Isbell « Parkway Discount Tri-Cities
Company Wine & Liquor » The Laser Center/Tri-Cities
- Historic Eureka Inn - Poncé Studio Skin & Cancer
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Holiday Gift Guide

Get away from the bustle at the General Morgan Inn, steeped

in history and charm, & festively decorated for the holidays. Or,
come enjoy dinner & cocktails at Brumley’s. The General Morgan
Inn & Brumley’s | 111 N Main St Greeneville | 423.7871000

Don't forget your employees or clients this holiday season! Say
“thank you” or “| appreciate you” with a fabulous promotional
product. We can help you with your corporate shopping list!
110 Broad Street | Downtown Kingsport | brandedswag.com

waxing & beauty studio
» > » smooth is sexy

Local, farm fresh ingredients and intimate dining space make
for the premier culinary experience in the region. Private
dining available for lunch or dinner meetings.

Gourmet & Co. | 214 E. Mountcastle Dr JC | 423.929.9007

Sugar Mama Waxing is the Tri-Cities premier waxing and beauty
studio, offering full body and facial waxing for women and men,
luxurious facials, and customized airbrush spray tans! Gift Certificates
Available! For more information visit sugarmamawaxing.com
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Holiday Gift Guide

Look your best for the holidays. Poncé Studio staff are skilled Moon Tuxedo Annual Inventory Sale on New and Rental
in the latest hair care treatments, techniques and trends for Tuxedos. Sale starts November 19th | Prices Vary
flawless color and style results that will WOW you every time. Moon Tuxedo | 120 Jack White Dr. Kingsport

Poncé Studio | 3915 Bristol Hwy #507 JC | 423.232.1000 423.392.0563 | www.moontuxedo.com

Tired of contacts and glasses getting in between you and the life you want to lead? Give the Gift of Clear Vision. Start seeing clearer and
with more focus than you ever thought possible. For a limited time: Custom Bladeless LASIK $995 per eye. Gift Certificates available
Reeves Eye Institute | 2328 Knob Creek Rd. Suite 506, Johnson City | 423.722.1311 | Surgery Center: 423.722.1310

444 Clinchfield St. Suite 104, Kingsport | 423.926.2642 | ReevesEyelnstitute.com Not all patients medically qualify for laser vision corrective procedures.
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Holiday Gift Guide

Creativity meets excellence. Now offering BERNINA sewing and Our line of Stressless® Home Office chairs are our contribution

embroidery systems, high quality fabric for modern sewing and to a truly satisfying home office experience. Your back
quilting. Classes available for any skill level. Come visit us today. deserves the quality of relaxing while working. | Prices Vary

In Stitches | 408 S. Roan St. Johnson City | 423.283.0456 Mauks | 101 W. Main St. Joneborough | 423.753.4648

Look your best this Holiday season with our 3 New All Inclusive Concierge Packages. “Radiance” Brighten and Tighten the Skin for a
Radiant Complexion. “Smooth and Voluminous” Improve lines and wrinkles and loss of volume with Botox and Fillers. “Brilliant Perfection”
Combine the Radiance, Smooth and Voluminous Packages for greater savings. This is the perfect gift to give yourself or someone you love.
The Laser Center | Tri-Cities Skin & Cancer | 1009 N. State of Franklin Access Rd. JC | 423.929.7546 | Gift Certificates Available
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Holiday Gift Guide

Blurring the line between want and need, VAHAN creates Throw away your mascara forever! Sherrie Bacon E. TN only Certified
timeless collections of diamond, 14k gold, and sterling silver Advanced Xtreme Lashes™ Professional steps in where nature left off
luxury jewelry. Made in the USA. to give you the amazing lashes you should have been born with!
Gregory Isbell Co. | 2111 W. Mountcastle, JC | 423.926.1108 Sher Extensions | 129 E. Springbrook Dr JC | 423.232.7437

‘Tis the season for

Let us help make your holiday event a
great success. We offer full-service
catering with worry-free service at one
of our banquet rooms or at your offsite
location. From small parties & meetings
to large affairs and full course buffets

and meals - we have everything you
need to host an exquisite affair.

Visit foodcity.com to learn more.

N. Eastman Road N. State of Franklin Clinchfield Street Euclid Avenue Riverside Drive

Kingsport, TN Johnson City, TN Kingsport, TN Bristol, VA Vansant, VA Value. Everyday.'

Banquet Room Facilities

FRANKLIN
COMMONS

rooo|garr

L)
|
f
(i

THE EUCLID CENTER
AT FOOD CITY
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Holiday Gift Guide

Local artist cooperative in Historic Downtown Bristol, TN/VVA owned
and operated by 30+ local artists | Pricing from *2 - 2,000

A Work of Art Gallery & Gifts | 600 State St, Bristol, TN
423.797.0089 | aworkofartgallery.com

Shellz is inspired by the feminine and bohemian styles of
yesterday & modernized for today’s trends. Visit us today!
4411 N. Roan St. # 27 1 423.434.4880

Shellz | 120 E. Main St. Jonesborough | 423.913.0339

Pamper your loved one with the gift of elegance & confidence with lavish facials, skin rejuvenating and anti-aging treatments normally reserved

for the red carpet. At Cosmetic Laser Skin Care, the Med Spa at Johnson City Eye Clinic, our staff is expertly trained to make appropriate recom-
mendations for other non and minimally-invasive cosmetic treatments, such as fillers and Botox as part of a post-surgical maintenance program.

Johnson City Eye Clinic | Cosmetic Laser Skin Care | 110 Med Tech Pkwy #1, JC | 423.926.2200 | www.johnsoncityeye.com
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Holiday Gift Guide

Choose from our comprehensive inventory of premium
beverages. We are happy to help with recommendations for every
budget, palate and occasion. Parkway Discount Wine & Liquor
1901 South Roan St. Johnson City | 423.434.2223
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of Tri-Cities Tennessee / Virginia

Journd

bjournal.

Behind the scenes
vith Susan Reid

be First Tennessee Development.
istrict st influential
cople you never hear about
1TCc11ANnCC NI1111 «
J

’ath to
rosperity:

usiness Backs
ealthy Kingsport

Each of our thirteen rooms is uniquely decorated in the style of
the late 1800s; with all of the essential modern amenities plus
a full Southern Breakfast. Located in Historic Joneborough!
Historic Eureka Inn | 423.913.6100 | eurekajonesborough.com
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“pythe 9 e | Riicinace Trs ‘
s N Lol VNP DIISINES 11N
DUSINESS JOULrnZl R2aLiIess journdi

HEAIUITATE:

I . .|

HEIUES

UHUTET apy

eIy Eine, rliyiisr el gor)
UIETANVRIOYS! SSUC]

SPECIalh!

i St

Blisiness

of Iri-Cities Tennessee / Virginia

Journal

bjournal.com

Crown Laborat
a revenue grol

Familiar

Give the gift of knowledge this holiday season. The Business Journal of Tri-Cities TN/VA makes a great gift for those entrepreneurs in
the local area looking to stay in the loop of businesses from Abingdon to Greeneville. We give your company and advertisers the best
possible coverage in the region while providing accurate, timely news and information to the Tri-Cities business community.

The Business Journal of the Tri-Cities TN/VA | 1114 Sunset Drive, Suite 2, Johnson City | 423.854.0140 | bjournal.com
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SPONSORED CONTENT

Putting context, value to managing todays technology,
Internet demands with Charter Spectrum

There was a time when Internet service was a value-added proposition
for small and median-sized businesses. It was a convenient communi-
cations tool and somewhat of an ego-booster that let them proclaim,
“Hey, I'm on the leading edge of this new technology.” But those were
the horse and buggy days for what was then called the Information
Super Highway. In today’s increasingly competitive business climate
the Internet and the network technology that goes with it is a core
utility that comes with ever-faster speeds and an ever-higher demand
for connectivity. Simply put, there’s an exploding need for bandwidth
to stay up with the use demand.

Steve McClellan, a major accounts executive at Spectrum Business
in the Tri-Cities, began grounding his computer and Internet skills
34 years ago. Now he employs that knowledge and the maturity of
those years of practical experience by assisting enterprise businesses
to connect with customized fiber solutions that tailor and accom-
modate their capacity to meet those ever-increasing demands and
technical complexities that if left unattended will relegate a firm
onto the slow lane of that Information Superhighway.

A 2014 Cisco forecast paints a vivid picture of where Internet
traffic is heading. That forecast predicted that in five years mobile
traffic alone would increase tenfold. During the year the forecast
was made mobile accounted for 30 exabytes of data. By 2019
Cisco thinks the volume will be 24 exabytes a month. There are
several drivers of this expansion, but mobile and video account for
the lion’s share.

If you Google exabyte to get a handle on how much data Cisco is
talking about be prepared to find varied — and often competing
— explanations. For many business people, it’s an arcane expla-
nation that walks hand-in-hand with buzz words like “big data”
“cloud connectivity” “hosted services,” etc. Many would just

as soon leave understanding those terms to guys like McClellan
because they quickly realize that the last mile — the piece of the
Internet that customers interact with — is the key to their firm’s
interconnectivity.

McClellan’s approach to personalizing a client’s needs begins with an
inventory of what’s on site, usets, customer load and growth expec-
tations. The process helps him and the client develop a baseline they
can use to build a network that enables the dlient to work faster, more
securely and with fewer interruptions. “My focus is on identifying
specific technology needs and delivering the advanced power of Fiber
Internet, Ethernet, PRI and SIP Trunking services to help businesses
operate at their best,” he said. And he’s quick to offer some examples
of how the process has shown some clients that reasonable solutions
were easier to achieve than what the client expected.

McClellan says his approach as a consultant is grounded in his

Steve McClellan

experience with technology over the past 34 years. “I can help
clients take advantage of savings available with newer technology
by offering fiber services to converge data and voice networks with
dedicated fiber Internet and SIP Voice trunks.”

It’s a challenge for businesses straining to cope with the rapidly
changing technologies and exploding demand for bandwidth to
operate their networks the way they have in the past, he said. “My
passion is to help customers bridge the gap and determine what
works for them now and in the next three-to-five years.”

Once a client’s personalized services are operational Spectrum’s
support and monitoring phase kicks in.

McClellan outlines it this way:

* Highly trained NOC technicians with advanced expertise in
troubleshooting network issues, designs, configurations, and
maintenance are standing by, ready to help.

* Potential service problems are monitored so clients get proac-
tive notification before they are even aware that an issue exists.

* Once a support specialist initiates a trouble ticket, customers
have direct access to technicians who assume all responsibility
until open tickets are resolved.

“It’s a 24-7 U.S.-based support that ensures a superior customer
experience,” he adds.
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Healthcare merger, antitrust landscape in flux
as local decision nears

By Jeff Keeling

Wellmont Health System and Moun-
tain States Health Alliance’s bid to become
a single, $1.9 billion hospital system
passed a critical juncture last month. The
Sept. 15 Tennessee Department of Health
(TDH) decision to deem the systems’
application for a Certificate of Public Ad-
vantage (COPA) complete — granted seven
months after the initial application was
submitted — set the clock ticking toward a
final decision at the state level. A similar
ruling Aug. 26 by the Southwest Virginia
Health Authority (SVHA) regarding the
application in that state means decisions
are pending in Nashville and Richmond
by the end of January. Judging by the
healthcare merger landscape, though, the
states’ decisions may not mark the end of
the journey.

Players ranging from the Federal
Trade Commission (FTC) and federal
Jjudges to healthcare economists, hospital
lobbyists and their opposite numbers
from the health insurance industry
present a picture that is uncertain at best,
muddled at worst. Two days before this
magazine went to press, for instance, a
federal circuit court judge in Pennsyl-
vania overturned a lower court judge’s
decision that had approved a merger in
the Harrisburg market. A May decision
that hospital advocates had hailed as a
victory has now flipped to the advan-
tage of the FTC, which had argued the
proposal’s disadvantages outweighed its
benefits. The fulcrum at the center of this
uncertainty is the federal Patient Protec-
tion and Affordable Care Act (or ACA, or
Obamacare, depending on one’s chosen
parlance). Some say mergers, even those
that reduce competition, represent an
opportunity to meet the goals of the ACA
and give hospital systems their best op-
portunity to improve care, reduce costs,
and contribute to better overall popula-

tion health. Others, including the FTC,
argue that if competition is reduced by Alan Levine, Mountain States Health Alliance CEO and Bart Hove, Wellmont Health System CEO
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too great a degree, any benefits are unlikely
to outweigh the disadvantages.

An additional wrinkle complicates the
Wellmont-Mountain States situation — that
of “state action immunity.” The concept that
states can construct laws explicitly designed
to displace competition with regulation
and “active supervision”is at the heart
of Tennessee’s COPA law, and is further
designed to shield a merged system from
standard federal and state antitrust law.
Should the departments of health and
attorneys general of Tennessee and Virginia
decide by early 2017 that the benefits from a
proposed “cooperative agreement” between
the systems outweigh the disadvantages
caused by reduction in competition, the
Jjourney toward consolidation may be
complete — or it may not. As this article will
show, even the limited but growing number
of merger proposals relying on state laws
designed to provide antitrust immunity are
the subject of intense scrutiny. Whether their
accompanying regulatory mechanisms can
adequately replace competition and insure
benefits continue to outweigh disadvantages
remains the subject of debate. And the
nation is watching situations like the one
here. As TDH noted in its release about the
application being deemed complete, “this
process is complex and precedent-setting.”
And the FTC has done more than just hint
that it feels no motivation to remain hands-
off even in merger scenarios where state
action immunity has been invoked.

If they merge — a name and an annual
bill from the state

A fair bit happened between Sept. 9 and
Sept. 15 on the Tennessee side of the merger
ledger. On the gth, the hospital systems
submitted to TDH a much more robust “plan
of separation” that would be triggered should
an approved merfer later be determined not
to be beneficial to the public. TDH had called
the first iteration of that plan insufficient,
and while the systems had argued that such
a detailed plan shouldn’t have to be submit-
ted at this stage, they relented (the plan of
separation can be read at bjournal.com/
separationplan).

A day before TDH deemed the applica-
tion complete, the systems shared with the
media a letter they had sent to employees.
That letter explained that, “Once our merger
is approved, Mountain States Health Alliance
and Wellmont Health System will become
Ballad Health. And our tag line will be, ‘It’s

your story. We're listening.”

More broadly, the proposal continues
to be scrutinized in minute detail, just as any
approved Wellmont-Mountain States merger
will continue to be — or so it appears. A merger
would be governed by the COPA in Tennessee
and the Cooperative Agreement in Virginia,
with a high degree of regulation imposed in
an effort to insure the benefits outweigh the
disadvantages. Those regulations stem in Ten-
nessee and Virginia from the laws that made
them possible. Those laws did two main things
in order to provide state action immunity from
federal and state antitrust law “to the fullest
extent possible” to hospitals issued a COPA.
First, they established as state policy the lessen-
ing of competition among hospitals to promote
cooperation and coordination in provision of
health services. Second, they set up a system for
“active supervision” of any such collaborations.

That active supervision won't come cheap,
and Ballad Health would foot the bill. The
Tennessee General Assembly’s “fiscal note” on
the bill's impact estimated a $353,100 annual
recurring cost for oversight. That money would
pay for, primarily, two new staff positions
($223,088 including salaries, benefits and
office space), an estimated $100,000 in annual
contracts with expert consultants, and $20,000
for obtaining regionally specific data. All of it,
the fiscal note said, is necessary to provide the
ongoing analysis required.

On the Virginia side, rules governing the
cooperative agreement mandate a $20,000
annual fee to be due when a merged system
files its annual report (an updated plan of
separation must also be filed annually). If
the commissioner of Virginia’s Department
of Health determines the cost to the depart-
ment exceeds $20,000, that fee can rise to a
maximum of $75,000.

Doug Gray, director of the Virginia
Association of Health Plans (VAHP), ques-
tions how realistic that state’s approach to
the possibility of eventual oversight is, at
least based on the evidence he’s seen so far.
Gray has been a fixture at SVHA meetings,
strongly advocating for more information.
He admits that as an advocate for the health
insurance industry, he anticipates opposing
the merger regardless of what additional
conditions are placed on the hospital systems
between now and any approval that might
occur. He says the ongoing oversight piece is
one of his primary areas of concern.

“The idea that they will be able to steer it

SEE MERGER, 50

FOR LEASE

Professional/
Medical Offices

Near MeadowView
Conference Center

Easy Access from 1-26

On Main Gateway
into Kingsport

2025 MeadowView Pkwy.
¢ Across from Heart Center
¢ Dental Office - 2,200sf
¢ Office Suites - 500sf to 2,300sf

e Lab or Fabrication
Space - 1,050sf

¢ Lease Rate starting at $11/sf

Eight Sheridan Square
¢ Build to Suit Concept
e Up to 12,000sf per floor
¢ Shell-Site Complete
e Condoized - For Lease or Sale
e Lease Rates from $17/sf

Jerry Petzoldt Agency, LLC

Each office independently owned and operated

Jackie Hewitt, Broker
Cell (423) 292-1000
Office (423) 230-0255

www.tcigroup.com
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Doug Gray, director of the Virginia Association of
Health Plans (VAHP) Photo by Jeff Keeling

MERGER, CONTINUED

is attached to a certain overestimation of the
influence of a regulating entity,” Gray says.
“There’s been no good discussion whatsoever
about having the resources available to
appropriately monitor such an agreement if
it were approved. Staff is not in place, there’s
not enough FTEs, there’s no process in place,
there is no understanding of how things
would be checked and when. What’s been
described to us so far is an annual report that
somebody reads, and that’s it.”

Even if those issues are addressed, Gray
says, “it will be after the fact supervision. It
might even fall into the category of account-
ability, maybe. We're not talking about, when
they go way off onto the shoulder, somebody
being able to reach over there and grab the
wheel and pull them back. That isn’t going to
happen. They're not even in the car.”

Gray, who says he plans to attend ad-
ditional public meetings and hearings between
now and Virginia’s decision, also anticipates the
FTC stepping further off of the sidelines in this
merger case, possibly even before the states an-
nounce their decision. Agency representatives
have listened by phone during SVHA meetings
and offered some written comment to both
states, but the FTC has refrained so far from
showing its hand completely.

Reading the FTC’s tea leaves

The greater Tri-Cities’ merger process
is taking place within the context of ongoing
changes in hospital business models, largely

50 bjournal.com October 2016

precipitated by the ACA. The FTC traditional-
ly has challenged any business arrangements
it deems anticompetitive, including those

in the hospital realm. As reported early this
year in the Business Journal, the agency had
enjoyed a string of successful challenges to
mergers stretching into 2015. (see bjournal.
com/continued-ftc-scrutiny-likely-despite-
mergers-proposed-structure).

This year has brought some different
results, though — results that leave far from
resolved the uncertainty surrounding the
broader issues of consolidation, anticompeti-
tive effects and how those things all stack up
in a post-ACA world. Judges in Illinois and
Pennsylvania have gone against the FTC in
its challenges of proposed mergers, but an
appeal in the Pennsylvania case resulted in a
victory for the FTC just two days before this
issue went to press in late September.

In June, a federal judge in Chicago
declined the FTC’s request that he issue
an injunction to temporarily halt a merger
between two area systems. A month earlier,
another federal judge denied the FTC’s injunc-
tion request that would have halted a merger
between two systems in the Harrisburg, Pa.
area. A Modern Healthcare article on the
cases published June 16 noted, however, that
legal antitrust experts were advising caution as
healthcare systems consider mergers. “(M)any
experts believe the government will ultimately
prevail in the Pennsylvania case,” the article
by Lisa Schencker noted, adding that several
dozen prominent economists and antitrust
experts filed a friend of the court brief siding
with the FTC and criticizing the judge’s
methodology, particularly when it came to
determining market share.

On Sept. 27, it appeared those experts
were right to bet on the government. The
Third Circuit Court of Appeals in Philadelphia
overruled the earlier decision, granting an
injunction preventing merger until after a
hearing in the FTC’s administrative court. The
merger had been stayed pending the appeal.

The director of the FTC’s bureau of com-
petition, Debbie Feinstein, said in a state-
ment Sept. 27 the agency was “very pleased”
with the ruling, which she said found the
FTC had a likelihood of successfully blocking
the merger based on the merits. “We look
forward to proving our case,” she said.

What about state action immunity?

The Chicago and Harrisburg cases differ
significantly from the local situation in one
crucial respect — the state action immunity
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doctrine. This leaves the FTC with less
direct interventional power, but that
hasn’t stopped the agency from weighing
in on such cases. Indeed, the MSHA-
Wellmont proposal has generated letters
from the FTC to Tennessee and Virginia.

The agency’s Mark Seidman’s com-
ments at a June 7 public hearing took
the standard FTC line on COPA-type
arrangements. “Although our analysis is
ongoing, experience shows that the kinds
of commitments proposed by the parties to
date, which are designed to constrain their
conduct after the merger, generally do not
replicate the benefits of competition.,” Seid-
man said. He added that the FTC planned to
submit additional written comments after
the COPA application was deemed com-
plete, “so we can provide the most informed
and complete analysis possible.”

A month after Seidman’s comments,
on July 6, the FTC took a strong position
regarding what it called, “another example
of healthcare providers attempting to
use state legislation to shield poten-
tially anticompetitive combinations from
antitrust enforcement.” That example was
a recently passed law in West Virginia,
similar to Tennessee’s COPA law, that
retroactively provided state action
immunity to a proposed merger in the
Huntington market the FTC had chal-
lenged last November. The statement
came following the FTC’s decision to
dismiss its administrative complaint from
November, “in light of the passage of West
Virginia Senate Bill 597.”

In a three-page statement, the FTC
wrote that it believed state cooperative
agreement laws such as the West Virginia
statute, “are likely to harm communities
through higher healthcare prices and
lower healthcare quality.” The statement
also addressed what it said are claims by
COPA proponents, “that antitrust enforce-
ment undermines the policy goals of the
Affordable Care Act to improve quality
and lower costs through greater coordina-
tion among healthcare providers,” calling
that notion “fundamentally incorrect.”
The statement, complete with one of its
eight footnotes, claims the ACA doesn’t
condone mergers that substantially
lessen competition. It goes on, though,
to reference its own “Horizontal Merger
Guidelines” and acknowledge those
“expressly recognize that mergers ‘may
result in lower prices, improved quality,

enhanced service, or new products,’

and that these possible benefits must be
evaluated and weighed against potential
anticompetitive harm.” Any such benefits
must be “merger-specific” to pass FTC and
Department of Justice scrutiny.

Warning bell for Ballad?

In its July 6 statement, the FTC
didn’t specify its reason for dismissing its
complaint in the Huntington merger. It
did continue to assert its allegation that
the Huntington case produced a combina-
tion, “likely to result in loss of competition
that is not outweighed by improvements
in quality and cost efficiencies.” It said
state-enabled cooperative agreements
often protect transactions “that impose
harms far exceeding their benefits.” It
called the laws, “and any accompanying
promises providers may make, no matter
how well-intentioned or sophisticated,”
an inadequate substitute for “the manifold
benefits of competition.”

The statement also questioned the
usefulness of separation agreements meant
to pave the way for a successful unwinding
should a merger eventually be found not
to be delivering advantages that outweigh
the benefits. The FTC wrote that mergers
are difficult to unwind, leaving “no easy
remedy if a cooperative agreement fails to
deliver its promised benefits.”

In what could be considered at least
an indirect message to Tennessee and
Virginia, the statement promised the FTC,
“will continue to vigorously investigate
and, where appropriate, challenge
anticompetitive mergers in the courts and,
if necessary, through state cooperative
agreement processes. Our decision to dis-
miss the complaint without prejudice does
not necessarily mean that we will do the
same in other cases in which a cooperative
agreement is sought or approved.”

Opinions vary on the matter
Following the FTC’s standing down
in the Huntington merger, the American
Hospital Association’s general counsel,
Melinda Reid Hatton, took the FTC to
task for its continued insistence that its
traditional merger guidelines apply in the
current healthcare climate. “If nothing
else, this case should serve as a wake-up
call for the FTC to come to grips with how
the health care landscape is changing and
the proper role competition policy should

play in that evolution.”

John Jones III, the judge who made
the initial ruling allowing the Harrisburg,
Pa. merger, referenced several times in his
26-page opinion the changes the ACA is
driving, including the shift to risk-based
contracting. Those changes, he wrote, are
changing the rules of the game and calling
into question previous notions about
competition, collaboration, and the need
for scale to spread cost of infrastructure
for population health over larger systems.

Jones wrote that his decision,
“recognizes a growing need for all those
involved to adapt to an evolving landscape
of healthcare that includes, among other
changes, the institution of the Afford-
able Care Act, fluctuations in Medicare
and Medicaid reimbursement, and the
adoption of risk-based contracting. Our
determination reflects the healthcare
world as it is, and not as the FTC wishes
it to be. We find it no small irony that the
same federal government under which the
FTC operates has created a climate that
virtually compels institutions to seek alli-
ances such as the Hospitals intend here.”

Of course, the Third Circuit Court saw
it another way, and for his part, VAHP’s
Gray believes the FTC will step off the
sidelines in the Wellmont-Mountain
States matter.

“We are pretty confident that there
will be a challenge from both the FTC and
private companies,” Gray says. “The private
companies would be ‘if necessary,” but the
FTC should weigh in sooner. One of the
parlor questions for folks participating
in this process is, ‘when is the FTC going
to weigh in?” What they've said behind
the scenes, and a little bit publicly, is that
there’s a standard for supervision of a
granting of a monopoly through a COPA,
and that that standard is constitutionally
described by the Supreme Court in an
interpretation that needs to be met. That’s
why you hear us say consistently they
haven’t met that standard. If they don’t
meet that standard, the FTC will intervene
and the court will back up the FTC because
the standard hasn’t been met.”
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On the Move

Administration

Bob Bender, an 18-year finance profes-
sional with broad experience in health care,
has been named vice president of finance and
operations at Bristol Regional Medical Center.

Bender comes to Bristol Regional from
Banner Casa Grande Medical Center in Casa
Grande, Arizona, where he served as chief
financial officer and compliance officer for two
years. During his tenure, Bender implemented
strategic growth initiatives to increase market share and champi-
oned $35 million in capital projects.

In his new role, Bender will be a member of Bristol Regional’s
executive leadership team. He joins the administrative staff of the
348-bed tertiary hospital Oct. 10.

“Bob has produced tangible results that have materially
improved the performance of the medical facilities he has served,”
said Todd Dougan, Wellmont Health System interim chief financial
officer. “Due to his achievements throughout his career, he has
consistently been recognized with positions of increasing respon-
sibility. We are confident he will help Bristol Regional provide the
highest quality care at the lowest possible cost.”

Prior to joining Banner Casa Grande, Bender served as finance
director at Banner Desert Medical Center and Cardon Children’s
Medical Center in Mesa, Arizona, from 2012 to 2014. There, he
oversaw the annual operational budget process and assisted
the chief financial officer with the financial operations of the
two-hospital campus. Banner Desert had the busiest emergency
department in the state in 2013, and the two hospitals provide care
with more than $550 million in annual net revenue and more than
3,200 employees.

“We are excited to select a talented and innovative leader
whose experience and financial acumen will enhance our status as a
premier hospital for Northeast Tennessee and Southwest Virginia,”
said Greg Neal, Bristol Regional’s president. Before embarking on
his 15-year career in health care, Bender served as an auditor for
Deloitte & Touche in Phoenix for three years.

Bender has a bachelor’s degree in accounting from Arizona
State University and a master of business administration degree
from Grand Canyon University in Phoenix.

Bob Bender

Dr. Tricia Hunsader has been named Dean of the School of

Education at Tusculum College. Hunsader will
also serve as professor of education.

“I am confident that Dr. Hunsader will pro-
vide key leadership to move Tusculum College
forward and that she will guide our School of
Education to continue to be a model for teacher
education. She will be a strong mentor to our
faculty in the program,” said Dr. Ron May, vice
president for Academic Affairs at Tusculum
College.

Hunsader is a graduate of the University of South Florida with a
bachelor of arts in finance, a master of arts in elementary education,
and a Ph.D. in curriculum and instruction with a specialization in
elementary education and specialization in mathematics education.

Hunsader came to Tusculum from the University of South
Florida Sarasota-Manatee where she served as coordinator of
assessment for the College of Education, chair of the Quality
Enhancement Plan Committee, president of the Faculty Senate and
vice president of the USF System Faculty Council.

Dr. Tricia Hunsader

Banking & Finance

SunTrust Bank is pleased to announce
that industry veteran, R. David Crockett,
Jr., has joined SunTrust Bank as city president
and commercial relationship manager for the
Tri-Cities region. In his new role, Crockett is re-
sponsible for providing the full complement of
SunTrust’s commercial banking products and
services as well as coordinating the delivery of
the investment banking and capital markets
services offered by SunTrust Robinson Humphrey to commercial
banking clients.

With more than 15 years of financial service industry experi-
ence, Crockett joins SunTrust from First Tennessee Bank where he
served as vice president and commercial relationship manager. Pre-
viously he served as a commercial and corporate portfolio manager
for First Tennessee Bank where he focused on credit underwriting
and overall asset quality.

A native of the northeastern Tennessee and southwestern
Virginia area, he received his bachelor’s degree in economics from
the University of Virginia and his master’s degree in business
administration from the University of Notre Dame.

R. David Crockett, Jr.
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The Last Word

Corker (or someone like him) for president (someday)

By Jeff Keeling

A§W weeks ago, Republican Senator
ob Corker of Tennessee appeared
on MSNBC to discuss his role on the
host committee of the Global Citizens
Festival. MSNBC was the media spon-
sor of an associated concert in Central
Park, and the network — not known
for being Republican-friendly — had
learned somehow that in his role as
chairman of the Senate Foreign
Relations Committee, Corker
was leading reforms to global
delivery of food aid.
Corker told the interviewer
of the work he and Democrat
Chris Coons of Delaware had
shepherded through the committee, and through the Senate.
The reform enables food aid to reach more people on the same
limited budgets, Corker said, “but we still are very antiquated.
The agricultural community and the maritime community have
still hemmed us in to a degree, and we could be so much more
efficient. If so, we could serve and feed four to six million people
more each year.”

Corker took a few extra seconds to tout the committee’s work
on helping with clean water as well as the passage of Electrify
Africa, which he said will help 50 million people in sub-Saharan
Africa gain access to electricity for the first time. The Paul Simon
Water for the World Act of 2014 sought to improve access to
clean water globally without spending new money or creating
new bureaucracy. 2015’s Electrify Africa Act seeks to leverage
private sector resources through loan guarantees, adding 20,000
megawatts of electricity to the grid by 2020.

“These are the type of initiatives that Republicans and
Democrats ought to join together in, because it enables us with
the same amount of dollars to serve even more people,” Corker
said.

Hear, hear. And such initiatives don’t have to be limited to
America’s role globally. I encourage you to peruse our “Market
Facts” section on pages 17-38. If you do, you'll find statistics
that reveal some fairly stark realities facing the greater
Tri-Cities. Stagnant population. Poor population health. Low
incomes. Low education levels. Low wages that, sorry to say,
aren’t quite offset by our lower cost of living.

This is a beautiful area with a wonderful quality of life —
although that quality of life is somewhat diminished for many
people beset by the stresses of poverty or near-poverty. Empow-
ering people here to move toward a better standard of living is
certainly as important as doing the same around the world.

At the national level, the road to that kind of empower-
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ment isn’t being effectively laid out by either major party
presidential candidate. As I watched the first presidential
debate, Hillary Clinton’s opportunistic lurch leftward was
evident as she provided passing references to debt-free
college and a higher minimum wage. Putting aside that the
American people probably don’t have the appetite for the
financial burden it would take to accomplish these things,
especially given our aging demographic, they represent the
kinds of policies that serve to erode people’s motivation to
determinedly pursue self-improvement. Better ways exist
to improve college affordability and to address the struggles
many working families face while trying to make ends meet
and climb the ladder of economic success.

Those better ways must include methods to, “reach
more people on the same limited budgets,” to use a phrase
from Corker’s comments about food aid. At the same time,
they must include a willingness to increase those limited
budgets — ie, raise revenues — if the programs are proving
their efficiency and effectiveness. Publicly funded efforts that
work to improve people’s lives should not be sacrificed at the
phony altar of fiscal conservatism.

On the first count, cost-efficiency and effectiveness,
Donald Trump actually had a brief moment of clarity and
common sense during the first debate. In the midst of his
divisive rallying cries to disaffected voters and stream of con-
sciousness attempts to respond to questions, Trump spoke
of his project converting the old post office on Pennsylvania
Avenue in D.C. into a luxury hotel. He bragged — I know,
what a surprise — of how the project is being completed
under budget and ahead of schedule. (I'm sure each of the
dozens of Hispanic construction workers who've helped make
that happen would have been welcomed through the big door
he plans to put in his giant border wall.)

Trump contrasted the hotel project with the cost overruns
and delays common to government projects. He has a point,
and I wouldn’t bet on a Hillary Clinton administration worry-
ing much about “Republican” concerns like efficiency and ef-
fectiveness. Trump, though, doesn’t possess the temperament
to lead America in a fashion that even approaches a standard
of justice, humaneness and wisdom we so desperately need.
Further, I highly doubt his megalomaniacal style would spur
the kind of Congressional bipartisanship that’s desperately
needed if our country is to effectively address the kinds of
challenges that manifest themselves in this month’s Market
Facts numbers.

I've often wished Bob Corker or someone like him could
gain enough traction to have a viable shot at the presidency.
Learning of his latest work surrounding global aid reminded
me why. @
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