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Overview

� History of Tax-Exemption

� Recent Challenges

� IRS Activity

� CHA Resources
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Identity

“Our organizations were established not for economic 
opportunity but to address the need for health services in
Our communities.  Our facilities were born out of
community need, a tradition that continues today.”

Sr. Carol Keehan, DC
President and CEO

Catholic Health Association
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We have a Tradition of Service

Mother Joseph, born in Montreal, led 
a group of five missionaries to the 
Pacific Northwest.  She was 
responsible for the completion of 11 
hospitals, 7 academies, 5 Indian 
schools and 2 orphanages.  As 
architect and artist, she designed and 
supervised their construction as well 
as fund raising.
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Revenue Ruling 56-185

Tax-Exempt Hospitals

� Serve those unable to pay to hospital’s financial ability

� Not deny medical care to indigents

� Furnish services at reduced rates below cost

� Earnings for improvements and additions

� Not restrict use to physicians with financial interest
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Revenue Ruling 69-545

� Community board

� Open medical staff

� Emergency room open to all regardless of ability to pay

� Hospital otherwise admits patients able to pay, either themselves 
or through insurance, Medicare or Medicaid

� Excess funds applied to facilities, patient care, medical training, 
education and research
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Questions Raised by the Ways and Means 
Committee in the 1980’s and Early 1990’s

� Is there a difference between for-profit and not-for-
profit health care?

� Do not-for-profits continue to deserve tax-exemption?

� Should there be a level of effort test?
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Questions Raised by the 109 th Congress
� Should the playing field be leveled for not-for-profit and 

for-profit healthcare?

� Are hospitals sufficiently charitable?

� Is the Community Benefit Standard for tax-exemption 
adequate?

� Should the Revenue Ruling for hospital tax-exemption 
be changed?
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Increased attention on   Increased attention on   

� Billing and Collections

� CEO Salaries

� Profit Margins

� Perks and Lifestyles

� Costs

health carehealth care
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Hospital tax exemption challenged by:Hospital tax exemption challenged by:

� Congress

� IRS

� Government Accounting Office

� State Attorneys General

� Media

� Special Interest Groups
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Congressional Interest

Consider the history of 
previous Senate 
investigations:

� Red Cross

� United Way

� The Nature Conservancy

� American University
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Cartoon  June Editorial 5, 2006
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Editorial Cartoon  July 30, 2007
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2005 GAO Report

Uncompensated care in five states:

� California – 3.2%

� Florida – 5.5%

� Georgia – 6.9%

� Indiana – 4.3%

� Texas – 6.7%

� Average 5.32%

� Includes charity care and bad debt
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IRS

� Questionnaire

� 990 H
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IRS Interim Report on Tax-Exempt 
Hospitals
Findings:

� Variation in how hospitals report uncompensated care

� Range of eligibility criteria for free discounted care

� 97% hospitals written uncompensated care policies

� 99% hospitals give uncompensated care

� 90% of hospitals don’t deny services to uninsured

� Average community benefit expense – 9% total revenues/median of 5%
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New “Schedule H”
� Part I:  Charity Care and other community benefits

� Part II:  Community-building activities

� Part III:  Income and bad debt

� Part IV:  Management companies and joint 
ventures

� Part V:  List and description of facilities in 
organization

� Part VI:  Supplemental information
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Revised IRS 990
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Revised IRS 990



20

���
���������
�������������������
���������
����������������



21

CHA Role and Resources

� History

� What Counts as Community Benefit

� Guide to Planning and Reporting Community Benefit

� Education
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CHA’s History

• 1989 -- Social Accountability Budget

• 1991 – Version for other than Catholic Hospitals

• 1995 – Partnership with Lyon Software and VHA

• 2004 – Standard Definitions

• 2006 – Guide for Planning and Reporting Community Benefit

• 2007 – IRS Uses CHA Framework
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Definition of Community Benefits

� Community benefits are programs or activities providing 
treatment and/or promoting health and healing that are 
responsive to identified community needs, not provided for 
marketing purposes
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Definition

Community benefit programs promote health, healing and access to
services in response to health related needs, and not provided for 
marketing purposes and met at least one of the following criteria:

� Respond to needs of special populations
� Supply services or programs that would likely be discontinued (or 

would need to be provided by another not-for-profit or government 
provider) if decision were made on a purely financial basis

� Respond to pubic health needs
� Involve education or research that improves overall community 

health
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Community Benefit Categories

� Charity care

� Shortfall from Medicaid and other indigent care 
programs

� Community benefit services
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A.A. Community Health Community Health 
Improvement ServicesImprovement Services

B.B. Health Professions Health Professions 
EducationEducation

C.C. Subsidized Health ServicesSubsidized Health Services

D.D. Clinical and Community Clinical and Community 
Health ResearchHealth Research

E.E. Financial ContributionsFinancial Contributions

F.F. Community Building Community Building 
ActivitiesActivities

Community Benefit Categories
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The Process

� Building a Sustainable
Infrastructure

� Planning

� Evaluating

� Communicating

� Determining What Counts

� Accounting for Costs
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Education

� Audio Conferences – March 3, June 5

� Evidence-Based Community Benefit - July 15-16

� Community Benefit 101 – October 28



30

Other Resources

� Website

� What Counts Hot Line

� 990 Coalition for Hospitals
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What You Can/Should Do To Be 
Proactive
� Know Community Needs

� Partner with Community

� Understand What Counts

� Separate Charity for Bad Debt

� Tell Your Story
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Take Aways

� Challenges to tax-exemption are cyclic

� Most of us have great stories to tell

� Don’t let others tell your story

� Be Proactive


