The New Form 990:
Q Beyond the Numbers

AKT

el ol gletet By Martin D. Moll
& Joylyn Ankeney




Why are you here today?

e Tax exempt status

= Taxable until proven otherwise
e Public perception

= Reputation at stake

* Funding relies on exemption and
reputation
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What Is going on in the industry?

e Public Scrutiny
= News articles, websites

e Congressional activity
= Joint Committee on Taxation
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Congressional Activity

« Tax ‘preferred’ organizations
= Tax exempt organizations are subsidized
= Are they doing ‘public good’ like they said they would?

e Segment studies
= Do exempt hospitals need special rules?
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Panel on the Nonprofit Sector

 Convened at the request of Congress

e Recommendations:
= Accountability
" Transparency
= Governance

o Specific recommendations to the IRS
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IRS response to the Panel

e OlId 990 was primarily a financial report:

= Core Form of 9 pages plus
e Schedule A (501(c)(3)’'s only
 Schedule B

 New 990 Is an activities report:

= Core Form of 11 pages plus
e 16 Schedules (Sch. Athru O & R)
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Schedule H
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SCHEDULE H OME Na. 1545-0047
(Form 950) Hospitals
»> if the “Yes" to Form 990, Part IV, question 20. 2@0 9
Department of the Traasury P Attach to Form 990,
Internal Revenue Service P See separate instructions.
Name of the crganization Employer identification number
Charity Care and Certain Other Community Benefits at Cost
Yes | No
1a Does the organization have a charity care policy? If "No," skiptoquestionBa . . . . . . . . . . 1a
b If "Yes " is it a written policy? . . . . . . B L - . B l—ba_ .

2 If the organization has multiple hospitals, |nd|cate whlch of the following beet descnbes apphcatlon al the
charity care policy to the various hospitals.
Applied uniformly to all hospitals D Applied uniformly to most hospitals
|:| Generally tailored to individual hospitals
3 Answer the following based on the chanty care eligibility criteria that applies to the largest number of the
organization's patients.
a Does the organization use Federal Poverty Guidelines (FPG) to determine eligibility for providing free care to low income ek

individuals? If “Yes,” indicate which of the following is the family income limit for eligibility for free care: . . . . 3a
1w00% [ 1s0% [ 200% [ other— % | | | ‘
b Does the organization use FPG to determine eligibility for providing discounted care to low income individuals? If “Yes,”
indicate which of the following is the family income limit for eligibility for discounted care: . & W é?:b —
200% [ 2s0% aoo% [ 3s0% [ 400% [ Other % '

¢ If the organization does not use FPG to determine eligibility, describe in Part VI the income based criteria for
determining eligibility for free or discounted care. Include in the description whether the organization uses an
asset test or other threshold, regardless of income, to determine eligibility for free or discounted care,
Does the organization's policy provide free or di i care to the “medically indi i o
Does the organization budget amounts for free or discounted care provided under its charlty care palnc'ﬂ
If “Yes," did the organization’s charity care expenses exceed the budgeted amount? , ., ., . .
If “Yes" to line 5b, as a result of budget considerations, was the organlzahon unable to provide free or
discounted care to a patient who was eligible for free or discounted care? . . . . . . . . .
6a Does the organization prepare an annual community benefitreport? . . . . . . . . . . .
b If "Yes," does the organization make it available to the public?
Complete the following table using the worksheets provided in the Scheduie H mahuctlons o not submit
these worksheets with the Schedule H.
7__Charity Care and Certain Other Community Benefits at Cost

ool ®

cl‘ﬂl'ily Care and fa) Number of (b) Perscns. {c) Total community | (d) Direct offsetting | {e) Met community | {f)
Means-Tested G nt ncim:': served benefit expense ravenue benefit exparse ol'lulnl'
Programs mmdr

a Charity care at cost {from
Worksheats 1 and 2}
b Unreimbursed Medicaid (from
Workshest 3, columna) . . .
¢ Unrsimbursed costs—other means-
tested government pmg.rams {rom
Werksheat 3, column b) i
d Total Charity Care and
Means-Tested Governmant
Programs . . . . « + « .
Other Benefits
e Community health improvemant
sarvices and community benefit
ions (from 4

1 Health professions education
{from Workshest5) , ., , .

g Subsidized health services (from
wancsheelB] N et
A  from Workshast 7) .
Cash and in-kind contributions to
community groups (frem

Worksheet8) . ., . . . .
Total. Other Benefits ., ., . .
Total. Add lines 7Tdand 7j . . .

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 890, Cat. No. 50102T Schedule H Form 990) 2009
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Schadule H {Form 990) 2009 _ Page 2
Community Building Activities Complete this table If the organization conducted any community
building activities.

o) Mumber of | (b) Persons | (c) Total community | (d) Direct offsetting | (e) MNet community | (f) Percent of

activities or servad building expense revenus building expense | total expense
programs. {optional)
{optional)

1 Physical improvements and housing

2 Economic development

3 Community suppont

4 Environmental improvemants

5 :I_eademhp _develbpmenl and training
o ol

€&  Coalition building
7 Community health improvement

8
9  Other
10 Total

lﬂlﬂl Bad Debt, Medicare, & Collection Practices

Section A. Bad Debt Expense Yes| No

1 Does the organization report bad debt ao(pensa in accordance with Hi Financial M 1t
Association Statement Ne. 157 , ., ., . ., 1

2 Enter the of the ization's bad debt pense (at cost) . . 2

3 Enter the estimated amount of the organization’s bad debt expense (at cast} at‘mbutable
to patients eligible under the organization's charity care policy. . . .

4 Provide in Part VI the text of the footnote to the organization's financial statements that describes bad debt
expense. In addition, describe the costing methodology used in determining the amounts reported on lines
2 and 2, and rationale for including other bad debt amounts in community benefit.

Section B. Medicare

5 Enter total ived from Medi (including DSH and IME) ., . . . . . |8
6 Enter Medicare allowable costs of care relating to paymentson line5 , ., , ., ., . &
7 Subtract line 6 from line 5. This is the surplus or (shortfall) , ., . . . 7
8 Describe in Part V| the extent to which any shortfall reported in line T shouk.‘l be treated as community

benefit. Also describe in Part V| the costing methodology or source used to determine the amount reported
on line 6. Check the box that describes the method used:

O Cost accounting system [ Cost to charge ratio O other =

Section G. Collection Practi

9a Does the organization have a written debt collectionpolicy? . . . . . . . . . . 9a

b If "Yes," does the organization's collection policy contain provisions on the coll ti to bai'mlnwad
for patients who are known to qualify for charity care or financial assi 7 Describe in PartVl . . . 9b
m Management Companies and Joint Ventures
{a) Marne of antity {b) Description of primary {e) Organization’s | {d) Officers, directors,| (a) Physicians’
activity of entity profit % orstock | trustess, orkey | profit % or stock
p % P * profit % ip %
or stock ownership %)

1

2

3

4

5

6

T

8

9
10
11

12
AK :
14

Schedule H Form 990) 2009
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Schedule H Form 960) 2009 Page 3

Facility Information

Name and address

Other
{Describe)

sInoy $Z-43
sauo-43
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Schedule H (Form 220) 2009 Page 4
Part Vi Supplemental Information

Complete this part to provide the following information.

1

AKT
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Provide the description required for Part |, line 3¢; Part |, line 6a; Part |, line 7g; Part |, line 7, column {f); Part |, line 7; Part lll,
line 4; Part Ill, line 8; Part lll, line 8b, and Part V. See Instructions.

Needs assessment. Describe how the organization assesses the health care needs of the communities it serves.

Patient education of eligibility for assistance. Describe how the organization informs and educates patients and persons who
may be billed for patient care about their eligibility for assistance under federal, state, or local government programs or under
the organization’s charity care policy.

Community information. Describe the community the organization serves, taking into account the geographic area and
demographic constituents it serves.

Community building activities. Describe how the organization’s community building activities, as reported in Part I, promote
the health of the communities the organization serves.

Provide any other information impertant to describing how the organization's hospitals or cther health care facilities further its exempt
purpose by promoting the health of the community (e.g., open medical staff, community board, use of surplus funds, etc.).

If the organization is part of an affiliated health care system, describe the respective roles of the organization and its affiliates
in promoting the health of the communities served.

If applicable, identify all states with which the organization, or a related organization, files a community benefit report.
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Beyond the Numbers

e Governance

e« Community benefit

* Related organizations
« Compensation

o Tax exempt bonds
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Governance

e Policies and Controls

" The IRS does not have the authority to ask these
guestions, yet.

 Work with legal counsel’s office
= Create a system to monitor updates.

e \Who will review the form?
= Engage the board members
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Community Benefit

e Control the story of your hospital
* This Is an opportunity

e Gather consistent data
= There IS no set standard — create one

 Work with the public relations staff
* This Is a marketing message
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Related Organizations

 |dentifying them all
= Who's related
= Where do you get the information
= How much info must be reported

O
Ll

nnnnnnn . Looal, Glabal. © 2010 AKT



Compensation

* Increased disclosure
= New specific test for key employees
= Compensation from related organizations
* Must match W-2’s

 \Work with related organizations to
capture information
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Tax Exempt Bonds

o Start gathering data now

» |solate each bond issue’s purpose and property
for recordkeeping

 Work with your bond compliance group
= Create consistency with other bond reporting

 Work with legal counsel
= Answers need to be consistent with iIssuance
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Beyond the Numbers — The Team

 Finance office

e Legal counsel

e Public relations

* Related organizations

e |nvestment office

e Board of Directors/Trustees
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Questions?

Thank you for coming!
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