
Community Benefits  
“Seek and you shall find”

Justifying the hospital’s tax exempt status



Affordable Care Act 
Section 9007

New IRS regulations regarding tax-exempt  
hospital organizations

Why are we here?



A tax-exempt hospital must justify its 
exemption by assessing, providing and
reporting benefits 
it provides to the
community 
it serves.  

Fee for service patient care is NOT 
a community benefit!

IRS Regulations



Community health needs assessment 
(CHNA)

A CHNA is performed to determine the 
needs of the community.  Input from the 
community is required.  
Based on the
results of the study,
The hospital adopts
a strategy to
implement a
benefit program.



Community benefits 
Community benefits provided must be 
identified, tracked, quantified and 
reported to the IRS on annual tax 

returns.  In 
addition, some 
States require the 
submission of 
community 
benefit reports.



Planning and reporting benefits
Much of this 
presentation is 
based upon 
guidance offered 
by the Catholic 
Health Association.

Why?

Guide can be ordered at:  
www.chausa.org/online_store/



Community benefits and CHA
• The Catholic Health Association (CHA) has a 

rich history of providing benefits to 
America’s communities.  

• Increasingly, not-for-profit health care 
organizations have been challenged to 
justify their tax-exempt status.

• The government feels that in return for the 
tax savings received, health care 
organizations should provide a significant 
level of benefits to the community.



In order to measure 
the level of 
community benefits 
provided, the 
Internal Revenue 
Service has recently 
introduced NEW 
community benefit 
reporting 
requirements for tax-
exempt hospitals.  



Community benefits and CHA

Many of the IRS reporting requirements 
have been modeled after principles and 
practices in the CHA guidance.



Bottom line . . . 

If you enjoy tax-exempt status, you have 
to provide AND report community 
benefits provided by your organization!

So where do we begin . . . ?



Organize

Plan

IdentifyTrack

Report

Community 
benefits



Organize

“The role of the organization’s leaders is to 
establish and promote the organization’s 
community benefit vision and ensure an overall 
culture of commitment to community benefit.”

Source:  Catholic Health Association, “A Guide for Planning and Reporting 
Community Benefit”, Chapter 2



Establish responsibility

• Form a benefit planning workgroup.
o This is not the same workgroup as was 

used in performing the community health 
needs assessment.

o Although community input may be 
desirable in benefit planning, it is not 
required.

o The benefits planned and provided will be 
for hospital reporting only.



Workgroup members

• Executive leaders (CEO, CFO, CNO)
• Patient financial services
• Community benefits/marketing
• Department volunteers
• Board members (optional)

Try to limit workgroup to no more than 
eight members



CEO/Administration

• Appoint qualified person to lead team
• Report to governing body about community 

needs and response to those needs
• Ensure community benefit initiatives are 

proactive (more than charity care)
• Make community benefit a priority (tone at 

the top)
• Allow employees time to participate in 

community benefit activities



• A “point” person should be named and 
given responsibility for the community 
benefit program.

• It is advisable NOT to assign the same person 
who is responsible for marketing.

• In a smaller hospital, this is not expected to 
be a full-time position.

Community benefit team leader



Community benefit team leader

• Leads community benefit team
• Oversees community assessment
• Coordinates planning and integration of 

plan into hospital overall strategic plan
• Involves executive leaders, keeps them 

informed of program progress
• Evaluates program activities
• Works with finance to budget 

for activities and tracks programs 
and costs



Finance department

• Be part of community benefit team
• Advise on community benefit budget
• Track, maintain and report to IRS community 

benefit costs
• Help assess “how much is enough” by 

comparing tax-exempt benefits to 
community benefits provided



Patient Financial Services 

• Develop/oversee implementation of 
financial assistance policies and procedures

• Train staff in appropriate interactions with 
persons needing financial assistance

• Maintain documentation needed to verify 
eligibility for financial assistance

• Work with CFO to ensure accurate reporting 
of charity care and bad debts



Communications/marketing

• Be part of community benefit team
• Coordinate efforts to tell community benefit 

story
• Contribute to community assessment
• Coordinate development of a community 

benefit report
• Work with media to get word out about 

community



Community partners

• Develop relationships with third-parties 
interested in community benefits
o Access to care
o Needs of low-income and vulnerable 

populations
o Community health improvement

• These parties can form the basis of an 
external community benefit workgroup.



Plan

“Planning for community benefit programs should 
be as rigorous and visible as planning for any other 
strategic initiative.”

Source:  Catholic Health Association, “A Guide for Planning and Reporting 
Community Benefit”, Chapter 3



What does community need?

Health needs 
assessments are 
performed to 
identify the 
health needs of 
the community.  
The CHNA forms 
the basis of the 
benefit program.



What are you already doing?

• Conduct an inventory 
of community benefit 
services being 
provided by the 
hospital.

• We will discuss use of 
form in more detail  later 
in presentation.



Do current programs qualify?

• Determine if the service is a true community 
benefit.

• Determine what programs should not be 
counted and reported as a community 
benefit.

• Distinguish services for persons living in 
poverty from those for the broader 
community.

• Categorize community benefit programs 
and services.



Based on CHNA, 
determine what 
programs are 
needed in the 
community.  Can 
the hospital meet or 
collaborate with 
others to meet 
these needs?

Planning tools to meet criteria

We will discuss use of form in more 
detail  later in presentation.



“The guiding principle in determining a community 
benefit is that the activity responds to an identified 
health-related community need and is not 
provided primarily for marketing purposes.”

Source:  Catholic Health Association, “A Guide for Planning and Reporting 
Community Benefit”, Chapter 4

Identify



• What is a community benefit?
• What is not a community benefit?
• What benefit activities are we 

performing in our department?
• What benefits can we perform?

Identifying community benefits



• Community benefits respond to an 
identified community need and meet 
at least one of the following criteria:

1. Generate a low or negative margin
2. Respond to needs of special 

populations, such as minorities, frail 
elderly, poor, persons with disabilities, 
chronically mentally ill, and other 
disenfranchised persons.

What is a community benefit?



(continued from previous slide)
3. Supply services or programs that would 

likely be discontinued if the decision 
were made on a purely financial basis.

4. Respond to public health needs
5. Involves education or research that 

improves community health

What is a community benefit?



• In addition to the five criteria 
previously discussed, identified
community needs should meet one of 
four objectives.

What is a community benefit?



Community benefit objectives

IMPROVE 
access to health care 

services.

ENHANCE 
health of the 
community.

ADVANCE 
medical or health care 

knowledge.

RELIEVE or 
REDUCE 

the burden of 
government or other 
community efforts.

Community benefit programs or activities must meet at least one of these 
objectives.



1. Program is available 
broadly to the public.

2. Participants include 
vulnerable or 
underserved persons.

3. A barrier to access is 
reduced or eliminated.

4. The community will 
lose access to a needed 
service if the program 
ceases to exist.

Objective is 
demonstrated 

when at least one
or 4 criteria is met.

IMPROVE 
access to health 

care services.



2. Program yields measurable 
improvements in health status.

3. The community’s health 
status will decline if program 
ceases to exist.
4. A public health agency 
provides comparable services 
(should not duplicate services).

5. Program is operated in 
collaboration with public 
health partners.

Objective is 
demonstrated 

when at least one
of 5 criteria is met.

1. Program designed around 
public health goals and 
principles.ENHANCE 

health of the 
community.



1. Program trains health 
professionals/students as they 
advance toward health 
professional degrees/ 
credentials.
2. Organization does not require 
trainees to join the staff.
3. Health professional CE 
programs are open to 
professionals in the community 
(not exclusively for staff and 
physicians).
4. Program involves research, 
with findings available broadly 
to the public within a 
reasonable period of time.

Objective is 
demonstrated 

when at least one
of 4 criteria is met.

ADVANCE 
medical or 
health care 
knowledge.



1. Program relieves a government 
financial or programmatic 
burden.
2. Government provides the 
same or a similar service (should 
not duplicate services).
3. Government provides support 
of the activity (i.e. funding from 
CMS).

5. Program receives 
philanthropic support through 
community volunteers or 
contributions.

Objective is 
demonstrated 

when at least one
of 5 criteria is met.

4. If the program were closed, 
cost to government or another 
tax-exempt organization would 
increase.

RELIEVE or 
REDUCE 

the burden of 
government or 

other community 
efforts.



Was the program 
developed in 
response to a 
documented 

health status need 
or problem?

Did the board or 
management 

consider 
community needs 

as a primary 
rationale for the 

program?

Was the program 
requested by 
community 
members or 

groups AND is it 
related to a 

documented 
community need?

Did research 
demonstrate the 

need for the 
service?

The benefit 
program 
must also 

meet one of 
these criteria

to 
demonstrate 
community 

need.

OR



• What is a community benefit?
• What is not a community benefit?
• What benefit activities are we 

performing in our department?
• What benefits can we perform?

Identify



NOT community benefit

• Provided primarily for marketing purposes.
o A seminar on hip replacements to motivate patients 

needing surgery to choose your hospital for the 
surgery.

• Provided under circumstances that an 
objective, “prudent layperson” would 
question whether the program truly benefits 
the community (known as the “laugh test”).
o A billboard with the message “ABC123 Hospital wants 

you to know:  Together we can be a healthy city.”



NOT community benefit

• Unrelated to health or the hospital’s mission.
o Donating a scoreboard to your local high school.

• Represents a community benefit provided 
by another entity or individual.
o Activities performed by employees on their own 

time.



NOT community benefit

• Benefits the organization more than the 
community.
o A program to generate referrals to your hospital 

and your physicians.

• Access to the program is restricted to 
individuals affiliated with the hospital.
o Continuing Medical Education program for only 

your medical staff.
o Emergency funds for only employees and their 

families.



NOT community benefit

• Activity represents a normal “cost of 
doing business” or is associated with 
the current standard of care.
o Employee benefits such as scholarships
o Human resource activities such as in-service 

training
o Facility licensure or accreditation requirements 

such as discharge planning.



Identify

• What is a community benefit?
• What is not a community benefit?
• What benefit activities are we 

performing in our department?
• What benefits can we perform?



Resource inventory

• Conduct an inventory of community 
benefit services
o Ask departmental staff
o Review grant applications and reports
o Review newsletters and report to 

community



Review current activities

• Do activities meet definition of 
community benefit?

• Do activities meet a community 
identified need?



Questionable items that are 
clearly not a community benefit 
may jeopardize the credibility of 
your community benefit efforts 

and its community benefit 
reports.



Identify

• What is a community benefit?
• What is not a community benefit?
• What benefit activities are we 

performing in our department?
• What benefits can we perform?



Community Benefit Categories

Charity
care

Government-
sponsored means-
tested health care

Community 
benefit 

services

Not direct 
patient care 

related

Direct patient 
care related

Direct patient 
care related



Community Benefit Categories

Charity
care

Government-
sponsored means-
tested health care

Community 
benefit 

services

Not direct 
patient care 

related

If possible, separate 
services that assist 
low-income persons 
from those directed 
to the broader 
community.



Community benefit services

A. Community Health Improvement
B. Health Professions Education
C. Subsidized Health Services
D. Research
E. Cash and In-kind Contributions
F. Community Building Activities
G. Community Benefit Operations



A. Community Health 
Improvement Services



A. Community health 
improvement services

• Is service being provided in response to a 
community need? AND

• Is service’s primary purpose to benefit the 
community, as opposed to the 
organization? AND

• Is service a good use of your community 
benefit resources?



A. Community health 
improvement services

• Extend beyond normal patient care 
activities

• Directed to individuals and larger 
population

• Do not generate inpatient or 
outpatient bills
o May involve a nominal patient fee and/or sliding 

scale fee.



A. Community health
improvement services

A1. Community health education
A2. Community-based clinical services
A3. Health care support services



A1. Community health 
education

• Includes lectures, presentations, and 
other group programs and activities 
apart from clinical or diagnostic 
services.

• Count as costs
o Staff time
o Travel
o Materials
o Staff preparation
o Indirect costs



A2. Community-based clinical 
services

• Services and screenings provided on a 
one-time basis or special event in 
community.

• Do not include hospital outpatient 
services.

• Count only if designed to
o Meet an identified community need OR
o To improve community health



A3. Health care support services

• Provided by hospital to
o Increase access of care to individuals
o Increase quality of care to individuals

• Focus on persons
o Living in poverty
o Other vulnerable populations



Community health improvement 
and community benefit operations

Health improvement Benefit operations

Activity *– one for each 
discrete program
Persons served* – number of 
attendees at program event; 
number of enrollees in ongoing 
program; broad community 
program – “one” unless a 
response mechanism to gauge 
attendance.

Activity* – one for each 
dedicated community benefit 
department
Persons served* – not 
applicable

*recommendation of Catholic 
Health Association



This is a worksheet from 
the IRS Form 990 
instructions.  This 
worksheet is used to 
determine the net 
community benefit 
expense associated 
with  Community Health 
Improvement services 
and Community Benefit 
operations. Note the 
amounts that must be 
offset against the costs 
of the benefit program.

Community benefit expense



Let’s exercise our brains!
A.1 – A.3

Let’s exercise our brains!


