Congress of the United States

Washington, BDE 20515
June 17, 2024

The Honorable Julie Su
Acting Secretary

U.S. Department of Labor
500 C Street, NW
Washington, DC 20001

Dear Acting Secretary Su:

On May 6, 2024, Steward Health Care (“Steward”) announced its filing for Chapter 11
bankruptcy in the United States Bankruptcy Court for the Southern District of Texas. Steward is
continuing to operate its 31 hospitals across the United States, including 8 in Massachusetts,
while initiating corporate restructuring.' Steward’s bankruptcy poses concerns for the nearly
30,000 workers, including nearly 10,000 in Massachusetts, who rely on Steward Health Care for
their paychecks, health care plans, and retirement benefits. We write to ask that the U.S.
Department of Labor (DOL) ensure that Steward workers and retirees receive the health care and
retirement benefits to which they are entitled. Workers and retirees must be protected from
further harm resulting from Steward’s gross financial mismanagement.

Steward is a for-profit health system headquartered in Dallas, Texas. It was founded in
Massachusetts in 2010 when Steward, backed by private-equity company Cerberus Capital
Management (“Cerberus”), purchased several non-profit, community hospitals in the state.” Over
the following decade, Steward and Cerberus stripped Massachusetts hospitals of their assets and
loaded all their hospitals with debt.’ Part of this strategy included selling the land out from under
a hospital to a real estate investment trust, predominately Medical Properties Trust (MPT), and
entering into a sale leaseback agreement that required the hospital to pay rent on property it used
to own.* This predatory strategy facilitated Steward’s aggressive national and international
expansion. Steward now operates 400 facility locations and 3,600 staffed beds, and employs
nearly 30,000 employees, in Arizona, Arkansas, Florida, Louisiana, Massachusetts, Ohio,
Pennsylvania and Texas.’
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Cerberus profited more than $800 million from the hospital system before exiting,® but
Steward careened under mounting financial challenges. Hospitals fell behind their rent payments
to MPT.” As the bankruptcy filings demonstrate, Steward also is indebted to various health and
financial stakeholders across the country.® Unpaid medical vendors have resulted in hospitals
across the country lacking necessary equipment,’ experiencing maintenance issues,'® and
cancelling or rescheduling appointments.' Steward closed hospital units,' threatened to shutter
hospitals amid the COVID-19 pandemic," and shut down some hospitals altogether, leaving
behind serious healthcare shortages." Amid this torrent of disruption, hospital workers held firm
to their commitment to serve the public as they faced overflowing emergency departments,
missing medical supplies and uncertainty about their job security.

Steward has now declared Chapter 11 bankruptcy. Through the bankruptcy court
proceedings, Steward will engage in a reorganization process, which may include a change in
ownership or closure of some Steward-owned facilities, in order to pay back its debts." The
proceedings could impact continuation of wages and management of benefits, including
retirement plans.'® Already, many workers who rely on Steward Health Care for their paycheck
are facing financial uncertainty and anxiety—in Massachusetts, for example, paychecks to
Steward workers were delayed following the bankruptcy filing due to processing delays.'”
Because the bankruptcy process will prioritize the well-being of Steward’s creditors, it is
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imperative that Steward workers and retirees are supported throughout the bankruptcy
proceedings as well. These workers and retirees rely on their wages and benefits for their
livelihoods and need clear communication about changes to plan benefits and administration and
assurances that their rights are protected throughout this process.'

DOL must also ensure that workers and retirees receive the wages and health care and
retirement benefits to which they are entitled. Given Steward’s uncertain future, workers must
navigate a rocky employment and benefits terrain. We therefore ask DOL to take the following
steps on their behalf:

1. Monitor Steward Health Care’s compliance with the Worker Adjustment and Retraining
Notification (WARN) Act, which entitles workers to 60-day notice in the event of
layoffs at large companies.'” Workers who are not given 60-day notice may be entitled to
additional backpay claims in the bankruptcy proceedings.”

2. Ascertain Steward’s plan for continuing benefits during bankruptcy as well as in the
event of a facility’s closure or buyout—including identifying plan administrators and
trustees of retirement plans—and assist in communicating that plan to impacted workers
and retirees, where appropriate.

a. If retirement plans are terminated, ascertain how accrued retirement benefits will
be paid, including potential tax implications of benefit distribution.

b. If health plans are terminated, ascertain how outstanding health claims will be
paid and whether employees and retirees are eligible for continued coverage
under remaining health plans.

c. If workers are laid off, ascertain whether Consolidated Omnibus Budget
Reconciliation Act (COBRA) continuation benefits will be offered.

3. Secure the availability of information and plan documents relating to health and
retirement benefits for all impacted workers and retirees.

4. Monitor Steward to ensure that paycheck deductions are properly deposited into
retirement plans.

5. Ensure that Steward and its successor entity safely and prudently manage health and
retirement benefits throughout the bankruptcy process.

6. Ensure health claims are paid throughout the bankruptcy process.

Enforce violations of health and retirement benefits to which workers are entitled.

8. Guarantee that Steward meets all its obligations under the Employee Retirement Income
Security Act of 1974 (ERISA), including ensuring that workers are notified within 60
days of any reduction of their health plan benefits.
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9. Support the Pension Benefits Guarantee Corporation in prioritizing defined benefit
pensions as creditors, where appropriate.
10. Remain ready to provide additional support to workers and worker representatives.

DOL can be a valuable partner in mitigating the effects of Steward’s financial
recklessness on workers. Although the responsibility for this crisis rests exclusively on Steward
and its corporate collaborators, a resolution to this crisis that protects workers, patients, and
communities demands involvement and collaboration among federal, state, and local authorities.
It is vital that these hospitals stay open given their importance to the communities they serve, and
all options must be considered to protect the workforce that has continued to provide care while
their professional futures remain uncertain.
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