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The New Landscape
Beginning in tax year 2008, tax-

exempt organizations will be 
required to file forms with the 
Internal Revenue Service that 
will provide the public with an 
unprecedented amount of 
information



IRS at the Starting Gate
• December 2007 -- Final Form 

990 and 16 new schedules, 
including H for Hospitals
– Reporting begins for tax year 2008, 

except for H* and K (bonds)
2-year phase in – USE IT!

• August 2008 -- Final 
instructions for Form 990

*facilities reporting required



Challenges
• Form 990

– Focus on governance
• Schedule H

– The limits of #s and %s 
• Schedule J Compensation

– Transparency plus



Schedule H
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



V.  Facility Info Required ‘08
• List the name and address of 

each facility that was required 
to be licensed, registered or 
similarly recognized as a 
health care facility under state 
law



Front Page News



I.  Charity & Benefits
• Six questions on policies, 

guidelines, budgets, reports
– (yes/no/      )

• Reporting $ and % for charity 
care, Medicaid and other 
programs 
– (all #s and %s)



Charity & Benefits Close Up



Page One Highlights
• Use of most accurate costing 

methodology to calculate #s & %s
• Restricted grants are not offset in 

calculating #s & %s
– Unless from a “related” organization

• Bad debt amounts removed from 
functional expense total 

• IRS worksheets optional
– “Alternative equivalent” documentation 

is okay



More Page One Highlights
• Subsidized services can 

include physician clinics and 
SNFs
– But, for physician clinics, services  

and costs must be identified in 
Part VI
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II. Community Building

• Allows reporting on programs 
and activities listed on the 
form and described in IRS 
instructions



Community Building Highlights
• Nine different categories for 

community building, including 
“other”
– IRS descriptions are intended to be 

examples NOT the entire list
“may include not limited to …”

– For programs or activities not on the 
list be prepared to explain why it 
belongs 
Begin by asking is this a service  my 

community needs?



III. Bad Debt/Medicare
• Careful inclusive approach
• Collection of data described 

as “important”
• Calls for numbers, estimates 

and policies
– Description of collection policies 



Bad Debt/Medicare Highlights
• Bad debt -- can report the 

amount that reasonably could 
be attributed to persons who 
likely would qualify for 
assistance under the charity 
care policy

May use any reasonable 
methodology to estimate this 
amount:  applications, 
demographics, other



More Highlights
• HFMA Statement 15 -- IRS 

says it is not a trick question; 
just ‘yes’ or ‘no’
– Statement 15 provides instructions 

for recordkeeping, valuation and 
disclosure of bad debt



More Highlights
• Medicare

– Report “allowable” costs from cost 
report

May describe total costs, i.e., 
physician services, clinical lab, in 
Part VI

– Describe the rationale for 
Medicare underpayments reported 
as community benefit

No guidance as to what IRS is 
looking for -- dual eligibles; poor 
Medicare population; funds not 
available for other services?



V.  Facility Info Required ‘08
• List the name and address of 

each facility that was required 
to be licensed, registered or 
similarly recognized as a 
health care facility under state 
law



More Facility Info Reporting
• In addition, in Section VI., 

hospitals must list the number 
and type of facilities (other 
than those listed in Section V.) 
for which information is 
reported in H
– Rehab clinics; 4 diagnostic 

centers; 3 SNFs
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VI. Supplemental Info
• Carry over questions from other 

sections of H plus a hodgepodge 
of questions on policies and 
practices, such as:
– How patients are informed about 

charity care
– Characteristics of the community 

served
• Consider using first line to add up              

pages 1 & 2



Form 990 - Governance

Steve Miller, IRS Commissioner Tax 
Exempt and Government Entities

The crown jewel of our 
work on governance is 
clearly the redesigned 

Form 990 and its 
new governance section



Governance

• New governance section:
– Composition and independence of 

the board
New criteria for determining independence

– How and whether financial 
information is made available to the 
public

– Governance policies and 
procedures



Schedule J.  Compensation



Compensation Transparency
Another area of focus for 

the IRS in recent years 
has been in the area of 

executive compensation. 
Schedule J expands the 
reporting with questions 

related to perquisites and 
compensation packages.



Interest by the Press



Transparency or ?
• Check the box for:

First-class travel
Travel for companion
Maid, chauffeur, or chef 

service
Discretionary spending 

account
Health or social club 

dues



In-depth Inquiry
Form requires details for:
• compensation 
• deferred compensation
• non-taxable benefits 
• non-taxable expense 

reimbursement 
• whether the organization has 

complied with excess benefit 
restrictions



Opportunities
• Not letting numbers become 

the entire story for 
policymakers and 
communities
– Filling in the gaps left 

by Schedules



Challenges
• Activities could be more 

‘number’ driven
– If it’s not easily quantifiable or 

doesn’t generate much spending, 
is it worth it?

• IRS and others could use the 
information reported to set 
new numerical benchmarks
– A commensurate test?




