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Important IRS Definitions

* Nonprofit
— Corporate structure without stock or other arrangements that permit
inurement of net revenue to individuals. All profits are reinvested in
corporate activities and assets are permanently dedicated to
corporate mission.

¢ Tax Exempt
— Corporation exempt from federal corporate income tax and selected
other tax levies. May also be exempt from some state and local taxes.
 Charitable
— Corporations operated exclusively and permanently for charitable
purposes, including education, religion and relief of the poor,
distressed and underprivileged.




Some IRS Tax Exempt Classifications

Section # Type of Organization

501 (c)(1) Corporations organized under an act of Congress
501 (c)(2) Title-holding companies

501 (c)(3) Religious, charitable, educational, etc.
501 (c)(4) Social Welfare

501 (c)(5) Labor, agriculture organization

501 (c)(6) Business leagues

501 (c)(7) Social and recreational clubs

501 (c)(8) Fraternal beneficiary societies

501 (c)(9) Voluntary employees' beneficiary societies

501 (c)(10) Domestic fraternal beneficiary societies

501 (c)(11) Teachers' retirement fund

501 (c)(12) Benevolent lfe insurance associations

501 (c)(13) Cemetery companies.

501 (c)(14) Credit unions

501 (c)(15) Mutual insurance companies

501 (c)(16) Corporations to finance crop operation

501 (¢)(17) Supplemental unemployment benefit trusts ..
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Benefits of 501 (c) 3 Exemption

* Corporate Tax Exemption:

— Exemption from federal corporate income taxes. Typically both state
and local governments will follow federal designation.

¢ Other Tax Exemption:

— Exemption from property/excise/sales taxes [depending upon state
and locality].

* Tax Deductible Donations:

— Donations are tax deductible. This extends to eligibility for private an
public grant support.

Basis of Hospital Tax Exemption

The provision of health services is not enough.

Provision of health services must be linked to other
considerations:

— Relief of the poor

— Promotion of health
* Community-wide.
« Emergency room.

— Education of health professionals

— Research




The Grassley Initiative —
Study, Hearings and Law

* “..thereis often no discernible difference between the operations of
taxable and tax-exempt hospitals.”

* “Tax-exempt hospitals don’t have many measures of accountability for
their special status.”

* Sometimes that’s resulted in providing very little charitable patient care
or other community benefits, failing to publicize charitable care to

patients, charging indigent, uninsured patients more than insured
patients, and using very aggressive collection practices.

* ..new provisions are modeled after principles and policies that the
Catholic Health Association has had in place for years.

* Congress, the IRS, and the public will now have additional tools and
information to ensure that charitable hospitals act charitably.”
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Impact of Initiative

* IRS Form 990 Schedule H
* PPACA Section 9007
¢ Delay in Schedule H, Section V.B implementation

¢ Proposed CHNA rules [comments due Sept 23, 2011]

Schedule H: Community Benefit

7 Financial Assistance and Certain Other Community Benefits al Gost
Financial Assistance and T o | Pesces | e ol commurdy [ (@ Beect ot | ] et commurdy | Porcart
or ‘erved et xponse o beratt axponse a
Means-Tested Government progas foptionat o
Toptionall

ograms
a Financial Assistance ai cost
ffrom Workshests 1 and2) . .
b Unreimbursed Medicaid (from
Worksheet 3, column a) .
¢ Urneinbursed costs—other maons-

T —
d comeunity benefit
i Wmhr!ml-ﬂ -
1 Hoalth prctossions adhcaton
(from Worksheet 5)

9 Subsicized heakh services firom
Wodkshest ) .
Research fom Worksheet 7).
i Gash ond n-kind cortibutions

ups (fom

J Total Other Bensfts . .

K_Total Addines 7d and T




Schedule H: Uncompensated Care
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Worksheet 1. Financial Assistance at Cost (Part |, line 7a)

Koo for Your Records [l

Gross patient charges

1. Amount of grass patien! charges writlen off pursuant to financial assistanca policies

Total community benefit expense
2. Ratio of patiant care cost 1o-charges (from Worksheal 2, if used)
3, Estimated cost (multiply line 1 by line 2, or obtain from cost accounting)
4. Medicald provider taxes .

5. Tolal community benefit expense (add lines 3 and 4; enter on Part I, line 7a, column (c))

Direct offsetting revenue

6. Revenues from uncmnpanul.d care pnull o« progrma (o on Part |, line 7a.
column (d)) .

7. Net community benefit elpcnn {sublract line & from line 5; enter on Part 1, line 7a
column (e))

8. Total expense (enter amount from Form 380, Part IX, Line 25, column |A) and include the
organization's share of joint venture expenses.)

9. Percent of fotal expanse (divide line 7 by line 8; enter on Part 1, ine 7a, column (1))

Schedule H: Promoting Health

Community Building Activities Complete this table if the organization conducted any community building

activities during the tax year, and describe in Part V1 how its community building activities promoted the
health of the communities it serves.
(o Numb o o Persons [ (e Tota community | (8 Dvect afting | ) et communty | () Pecert of
activbesor | sved | bubding sipense revee buidng erpenss | tolal expense
s | optiena
ogiord]
1 Physical mprovements and housing
2__Economic development
3 Community suppert
1 E
§  Leadership development and training
for community members
6 Coalton building
7 Commurity heakth improvement
advocacy
8 Werkiorcs developmert
9 Other
10 Total

Schedule H: Health Professions Education

Workshaet . Health Professions
Education (Part |

e— |

Total community benefit expense
1. Medical studonts
2. Intorns, residents, and fellows. . .
3. Nursing
4. Othor allied haalth profossi
5. Continuing health professions education .
6. Other student

N

7. Total community beneiit expense (add line

through 6;
artar on Part l, Wno 71, corumn (@ B

~

Direct offsetting revenue

8. Medicars reimbursement for direct GME . .......... &

9. Medicaid reimbursement for direct GME o
h professions ecucation
T S 10.
1.
12 Total direct atestting rovenue :nmd lines 8 through 11
mior on Part |, ine 71, olumn (¢ I
13. Net community Mnlﬂl.xpﬂm (e 7 minus e 12;
entar on Part |, ine 7. column 13,
14, Total expense (onior amount o Form 930, Par
e 25, catumn (). and Inclade he crganization's snare
o it e Srpemaes -« BERTS
1 5. Porcont of total expense (in 13 dvided by ina 14;
Srtar amount on Par |, e 71, colmn ) 1s.
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Section 9007: Criteria for Tax Exemption
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SEC. 9007. ADDITIONAL REQUIREMENTS FOR CHARITABLE HOSPITALS.

(a) REQUIREMENTS TO QUALIFY AS SECTION 501(C)(3) CHARITABLE
HOSPITAL ORGANIZATION.—

“(r) ADDITIONAL REQUIREMENTS FOR CERTAIN HOSPITALS.—

“(1) IN GENERAL.—A hospital organization to which this subsection applies shall not be
treated as described in subsection (c)(3) unless the organization—

“(A) meets the ity health needs requi described in paragraph
3),

“(B) meets the financial assi policy i described in paragraph (4),

“/(C) meets the requirements on charges described in paragraph (5), and

“(D) meets the billing and { i described in 1 (6).

Section 9007: CHNA Requirements

“(3) COMMUNITY HEALTH NEEDS ASSESSMENTS. —

““(A) IN GENERAL.—An organization meets the requirements of this paragraph with respect to
any taxable year only if the organization—

“(i) has a ity health needs which meets the requirements of
subparagraph (B) in such taxable year or in either of the 2
taxable years immediately preceding such taxable year, and

“(ii) has adopted an implementation strategy to meet the community health needs
identified through such assessment.

“(B) COMMUNITY HEALTH NEEDS ASSESSMENT.—A community health needs assessment
meets the requirements of this paragraph if such community health needs assessment—

“(i) takes into account input from persons who represent the broad interests of the
community served by the hospital facility, including those with special

knowledge of or expertise in public health, and

“(iiLis made widely available to the public.

Proposed Rules: Parts of a CHNA

Community Description
Identification of Health Needs

Pril es for Intervention

Implementation Plan
Description of Assessment/Prioritization Process
Description of Consultation/Input Process

Description of Collaborations with Other Partners




Proposed Definition of Community
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Metropolitan Statistical Area (MSA)
Micropolitan Statistical Area (MiSA)

County where facility is located for rural areas not in an MSA
or MiSA

CHNA: Who is to be consulted

Public Health Experts: Persons with public health knowledge
and expertise

Governmental Health Data Sources: Federal, tribal, regional,
State, or local health or other departments or agencies, with
current data or other information relevant to the health needs
of the community

Special Population Representatives: Leaders/representatives
of low-income, underserved, minority and chronic disease
populations in the community.

Other

Reporting Requirements/Penalties

Annual reporting of assessment and intervention efforts as a
component of Form 990 (Schedule H).

Reporting to begin in for first taxable year beginning after
March 31, 2012.

Failure to report will lead to a $50,000 excise tax penalty per
hospital facility.




Schedule H: Basic CHNA Questions
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Im Facility ion (continued)
Sect

. Facility Policies and Practices

spital focitie stod in Pat V, Section 4

Line Number of Hospital Facility (from Schedule H, Part V, Section A):

Vor [ o
Gommunity Health Needs Assessment (Lines 1 through 7 are optonal for 2010) |
1 During the tax year or any prior tax year, did the hospital faciity conduct @ communty health needs
assessmant (Noads Assessment)? I ‘No," skip to kineB . . . . . . L B
M “Yes." indicate what the Needs Assessment dascribes (check all that apply):
a [ Adefinition of the community served by the hospital facilty
b0 phics. of the community
¢ [ Existing health care faciities and resources within the community that are available 1o respond to the
heaith needs of the community
d [ How data was obtained
@ [ The health needs of the community
{ [ Primary and chronic disease nesds and other health issues of uninsured persons, low-income persons,
and minority groups
9 [0 The process for identifing and prioriizing community health needs and services to mest the
community health needs
h [ The process for consuting with parsons representing the community's interests
i O Information gaps that imit the hospital faciity's ability to assess all of the community's health needs
i O Other (describe inPart V)

Schedule H: CHNA and the Community

o

In conducting its most recent Needs Assessment, did the hospital facility take into account input from
persons who represent the community served by the hospial facility? If “Yes,” describe in Part VI how the
hospital facilty took into account input from persons who represent the community, and identify the persons
thehospidl faciityconsulted . . . . . . . ... L L 3

-

Was the hospital faciity's Needs Assessment conducted with one or more other hospital facities? ff Yes,"
Estthe other hospital faciites inPartVl . . . . . . ... L ]

o

Did the hospital faciity make its Needs Assessment widely avalable to the public? . . . . . . . 5

If “Yes,” indicate how the Needs Assessment was made widely available (check all that apphy}:

a [] Hospial faciity's websie

b [0 Available upon request from the hospital faciity

¢ [ Other (describein Part VI)

6 i the hospital facilty addressed needs identified in its most recently conducted Needs Assessment, indicate
b (check all that applyl:

Schedule H: CHNA Implementation

8 If the hospital faciity addressed needs identified in its most recently conducted Needs Assessment, indicate
how (check al that apply):

‘Adoption of an implementation strategy to address the health needs of the hospital facility's community

Execution of the implementation strategy

Participation in the development of a community-wide community beneft plan

; ion of ity-wid y benefit plan

Incusion of a community benefit section in operational plans

‘Adoption of a budget for provision of services that address the needs identified in the Needs Assessment

Prioritization of health needs in its community

Prioritization of services that the hospital facilty will undertake to meet health needs in its community

Other (describe in Part V)

7 Did the hospital faciity address all of the needs identified in its most recently conducted Needs Assessment?
If “No,” explain in Part VI which needs it has not addressed and the reasons why it has not addressed such

— =& -8 oo T8
Oooooooooo

needs .




Community Benefit: Roles for ORHs

Arrange training/technical assistance on community benefit

responsibilities.
Provide data for county level CHNAs.

Consult with rural hospitals as knowledgeable party specified
in proposed rules.

Post hospital CHNA documents on ORH website to assist in
dissemination requirements.
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