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This presentation is intended for general educational and/or informational 
purposes only and does not replace specific, independent professional 
advice. This presentation is based on our current interpretations of the law. 
These interpretations may ultimately, after further IRS or other guidance be 
changed.

Statements and opinions expressed are those of the presenter or 
participants individually and, unless expressly stated to the contrary, are 
not the opinion or position of Bonadio & Co., LLP. Bonadio & Co., LLP 
assumes no responsibility for the content, accuracy or completeness of the 
information presented. Attendees should note that sessions may be audio-
recorded and published in various media, including print, audio and 
video formats without further notice.
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Agenda

• History of tax-exempt status of Hospitals

• Section 501(r) requirements
• Overview of Schedule H

• Hospital community benefit in the news
• Community benefit data 

• Hospital organization best practices 
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History of Hospital Tax-
Exempt Status
• In 1956, the IRS ruled that hospital would be tax-exempt if they provided charity 

care or uncompensated care within their financial ability to do so
• In 1965, passage of Medicare and Medicaid legislation
• In 1969, the IRS boarded the notion of charity, wherein “the promotion of health is 

considered to be a charitable purpose” and acceptable activities went beyond 
charity care as long as the activities were deemed beneficial to the community, 
that included the following criteria:

• Operated an emergency department that cares for anyone regardless of ability to pay
• Provide nonemergency department care for anyone who can pay
• Participating in Medicare and Medicaid,
• Governing board that represents the community
• allow any qualified professional who applies to receive medical-staff privileges; and
• Reinvesting surplus funds rather than paying dividends
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History of Hospital Tax-
Exempt Status
• In 1983, IRS removed requirement for emergency rooms if it was deemed 

duplicative in region, if all other factors where met
• Through the 1980’s and 1990’s the introduction of managed care occurred, more 

for-profit market entrants, greater specialized service of care
• Mid-2000’s were subject to of hearings in the Senate Committee on Finance, 

resulting in 2008 revision of the IRS code, increased focus on Community Benefit
• In 2010, Patient Protection and Affordable Care Act added more requirements under 

Section 501(r) for or organizations that operate one or more hospital facilities
• Final regulations for Section 501(r) apply to a hospital facility’s taxable year beginning 

after December 29, 2015. 
• March 2020, COVID-19 Global Pandemic



7

Section 501(r) Requirements
• Conduct a Community Health Needs Assessment every three years
• Establish written financial assistance policies

• Eligibility criteria
• Basis for calculation
• Method for applying
• Actions that will be taking

• Emergency Medical Care Policy
• Limit the amounts charged for emergency or other medical necessary care
• Billing and collection practices
• Board approval of policies
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Polling Question #1

• Do you currently prepare or have input into Form 990 Schedule H? 

• Yes

• No
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Overview

• Annually, tax-exempt hospitals are required to file federal form 
990.  As part of their annual filing, hospitals are required to 
completed Schedule H, Hospital

• Hospital organizations use Schedule H (Form 990) to provide 
information on the activities and policies of, and community 
benefit provided by, its hospital facilities and other non-hospital 
health care facilities that it operated during the tax year.

• Schedule H provides information on compliance with 501r
• Schedule H and the benefit provided by NFP hospitals is heavily 

scrutinized not only by the IRS, but also by the public. 
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Overview

• Overview of Schedule H
• Part I: Financial Assistance and Other Community Benefits at 

Cost
• Part II: Community Building Activities
• Part III: Bad Debt, Medicare, Collection Practices
• Part IV: Management Companies and Joint Ventures
• Part V: Facility Information
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Overview

Community benefits include financial assistance, Medicaid and 
other means-tested government program underpayments, 
community health improvement services, research, health 
professions education, subsidized services, bad debt expense 
attributable to financial assistance, Medicare shortfall, and other 
community benefits and building activities.
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From the Headlines 
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From the Headlines (Continued)
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The Data 

• July 2022 study by the Tax Policy Center (Urban Institute & Brookings Institution) 
documents the benefit that various categories of tax-exempt organizations receive 
from their federal income tax exemption. (https://www.taxpolicycenter.org/publications/how-much-do-tax-exempt-
organizations-benefit-tax-exemption/full)

• The study found that the Top 20 tax exempt orgs that have benefited most from tax 
exemption as measured by tax on net income avoided between 2016- 2018 include 
12 NFP hospitals, with the next largest industry sector being educational institutions.  
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The Data 

The 
American 
Hospital 

Association 
contracts 

with 
Candid 

(formerly 
Guidestar) 
to publish a 
report on 

Sch H 
community 
benefits. 

The most 
recent is the 
2019 report, 
published

in June 
2022.

In 2019, 
hospitals 

spent 
13.9% of 
their total 
expenses 

on 
community 

benefit. 

2019 Form 990 
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The Data 
2018 Form 990 2017 Form 990 
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The Data 

Bonadio reviewed a cross section 
of NY Hospitals’ 2019 990. 

The total population of useable 990 
data included 116 hospitals.

The Bonadio benchmark data showed an 
average of 16% community benefit for 
NYS hospitals. 

Range: 5-38% 
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Polling Question #2

• Is your community benefit percentage  close to the average? 
• Yes
• No
• Unsure
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Hospitals 

There is often a gap between the operational decisions made related to the patients that are served in 
hospital systems and their ability to pay, and the reporting on Schedule H of the 990. 

Hospital 
operations

Reporting 
on Form 990
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Hospitals

Finance 

Department

Finance

Department

Community 

Benefit 

Committee

Patient 

Financial 

Services

Community 

Outreach 

Board of 

Directors

Corporate 

Communication 

Many stakeholders in the cycle of providing and reporting community benefit. 
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Hospitals

Finance 
Committee

Community 
Benefit 

Committee

Patient 
Financial 
Services

Community 
Outreach

Board of 
Directors

Corporate 
Communicatio

ns

Schedule H Reporting 
Get out of silos! 
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Polling Question #3

• Do you feel that your organization has a well-structured and 
transparent process for aggregating the information needed for 
Schedule H? 

• Yes
• No
• We are ok, but could always use improvement!
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Hospitals

Community 
Benefit 

Reporting 
Activities and 
Compliance

Policies 

Regulations 

Governance

Requirements 

Data 

Transparency

throughout 
the year 

Process  
occurring
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What can you do? 

Connect and collaborate with key stakeholders; consider forming a community benefit 
committee.

Ensure that the most recent community health needs assessment (“CHNA”) is 
updated, and reflected accurate in the narrative of Schedule H

Ensure that all community building activities are captured from all stakeholders to be 
included in Schedule H (both narrative and cost) 

Review form 990 with the audit committee, including Schedule H

Prepare benchmark information of peers, geographic peers and similarly sized peers
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Polling Question #4

• Do you think that you can implement additional activities that 
will improve the process for preparing Schedule H and the 
information reported therein?

• Yes
• No
• N/A
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What are the risks? 

Loss of tax-exempt 
status

Increased public 
scrutiny 

Inefficient 990 
preparation and 

reporting processes

Incomplete 
information reported 

to the IRS 
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Contact Information

• Aimee Jozic, CPA, Partner ajozic@bonadio.com

• Jonathan Miller, CPA, Partner jmiller@bonadio.com



Thank you for attending!


