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IRS Alters the Landscape

All tax-exempt organizations will be required to fi le forms 
with the Internal Revenue Service that will provide  the 
public with an unprecedented amount of information 
about those organizations and their activities.



Tax Exemption

Under section 501(c)(3) of the Internal Revenue Code, 
organizations exempt from federal income tax include those 

“organized and operated exclusively for 
…charitable…purposes…”



The “Standard” for Hospitals

1. Emergency room open to all regardless of ability to 
pay

2. Independent board representative of the community
3. Open medical staff policy
4. Care for all patients able to pay through public or 

private insurance
5. Use of surplus funds to improve care, expand faci lities 

and advance medical training, education and researc h
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Hospitals Under Scrutiny

A number of issues received public attention and pr ompted wide-
spread scrutiny of tax-exempt status.

•Collections
•Charges

•Charges lower for insured patients
•Charges lower for established health plans

•Executive compensation and perks
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The Field’s Response



Senator Grassley’s Response

I am engaged in an ongoing review of charity hospit als . . .
I want … IRS to put out new guidance … that puts real  teeth to 

charity care, community benefit, charges to the uni nsured and 
other important issues.

Senator Chuck Grassley 
July 2006



IRS to Senator Grassley - A New 990

December 20, 2007

• IRS released a revised and final Form 990 and 16 new 
schedules
– Schedule H for Hospitals

• Phased-in over two years 
– Only Part V required for 2008

• Combination of questions and numbers to 
achieve greater transparency



Six Sections

1. Charity care & certain other 
community benefits

2. Community building  
3. Bad debt, Medicare, collection 

practices
4. Management companies and  

joint ventures
5. Facility information
6. Supplemental information



I. Charity Etc.

• Six questions on policies, guidelines, budgets, rep orts
– (yes/no/            )

• Modified CHA/VHA reporting model 
– (#s)



The Chart



II. Community Building

• IRS skepticism whether activities appropriate for 
hospitals
– low-income housing in particular

• Allows reporting on programs and expenditures
• “More data and study” called for



III. Bad Debt & Medicare

• Careful inclusive approach
• Collection of data described as “important”
• Calls for numbers, estimates and policies

– Collecting data on how much of patient bad debt 
and Medicare to count toward community benefit



IV. - VI. The Rest

• Joint venture reporting with 10% threshold
• Facility information
• Hodgepodge of questions on policies and practices, 

such as:
– How community needs are assessed
– How patients are informed about charity care
– Characteristics of the community served



Instructions, Worksheets

• Draft instructions released April 7; comment period  
ended June 1. 

• Clarified a number of open issues (e.g. use of gran ts, 
contributions)

• Areas for improvement include:
– Medicare costs: use most accurate approach to 

calculate, not cost report
– Medicare shortfall: include useful examples of 

rationale for community benefit 
– “ Facility” information: too broad
– Subsidized services: include SNF, physician clinics



New Challenges, Opportunities

ChallengesChallenges
• Activities by the numbers

– If it’s not easily quantifiable or doesn’t generate  
much spending, is it in jeopardy?

– For community building, will it count now or in the  
future?

• Impact on those programs?
Opportunities
• Not letting the numbers define community 

commitment
• Finding new ways to tell the hospital’s story 

Filling in the gaps left by Schedule H



www.aha.org
See “Issues” Tax Exemption


