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» To be completed by organizations that answer “Yes” to N
Department of the Treasury Form 990. Part IV. line 20 Open to Public
Internal Revenue Service ’ ’ : Inspection

Name of the organization Employer identification number

XXMl Charity Care and Certain Other Community Benefits at Cost (Optional for 2008] ()
Yes | No
1a Does the organization have a charity care policy? If “No,” skip to question6a . . . . . . . . . . 1a

b If “Yes,” is it a written policy? . . . 1b

2 If the organization has multiple hospitals, |ndlcate WhICh of the followmg best descrlbes appllcatlon of the
charity care policy to the various hospitals.
applied uniformly to all hospitals [] applied uniformly to most hospitals
generally tailored to individual hospitals
3 Answer the following based on the charity 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

individuals? If “Yes,” indicate which of the following is the family income limit for eligibility for free care: . =, . . . 3a
1 100% ] 150% L1 200% ~ [ other %

b Does the organization use Federal Poverty Guidelines (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:. 3b
L] 200% L] 250% L] 300% 350% | [ 400% Other %

c 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.

4 Does the organization’s policy provide free or discounted care to the “medically indigent”? . . 4
5a Does the organization budget amounts for free or discounted care provided under its charity care pollcy? 5a

b If “Yes,” did the organization’s charity care expenses exceed the budgeted amount? . . . . . . . Sb

@ If “Yes” to 5b, as a result of budget considerations, was the organization unable to provide free or discounted
care to a patient who was eligible for free or discountedcare? . . . . . . . . . . . . . . . Sc
fa Does the organization prepare an annual community benefitreport? . . . . . . . . . . . . . 6a

b If “Yes,” does the organization make it available to the public? . . . 6b
Complete the following table using the worksheets provided in the Schedule H |nstruct|ons Do not submlt

hese worksheets with the Schedule H.
7 Charity Care and Certain Other Community Benefits at Cost
Charity Care and (a) Number of (b) Persons (c) Total community | (d) Direct offsetting (e) Net community | (f) Percent
activities or d benefit benefit of total
Means-Tested Programs progra (:;rl\éi @ enet eXpense@ revente enet eXpense@ expel
(option ? g £ ? 3 ?
@: Charity care at cost (from
worksheets 1 and 2)
b Unreimbursed Medicaid (from
worksheet 3, column a) .
@ Unreimbursed costs - other means-
tested government programs (from
worksheet 3, column b)
d Total Charity Care and
Means-Tested Programs
Other Benefits
Community health improvement
services and community benefit
operations (from worksheet 4)
Health  professions education
(from worksheet 5) .
g Subsidized health services (from
O worksheet 6) .
@ Research (from worksheet 7) .
i Cash and in-kind contributions to
@ community groups (from
worksheet 8) ..
j Total Other Benefits
k Total (line 7d and 7j)

For Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat. No. 50192T Schedule H (Form 990) 2008


Note 1
Schedule H is to be filed by filing organizations that operate one or more hospitals. A hospital is defined by reference to state licensure law. In other words, a filing organization that operates one or more facilities that are licensed as hospitals under state law will be required to file Schedule H. If an organization is not otherwise required to file the 990 (e.g., certain government-owned hospitals), it will not be required to file a Schedule H even if it operates one or more facilities licensed as a hospital under state law.

Note 2
· Schedule H, like the rest of the 990, is filed on an EIN by EIN basis.  Thus, similarly situated hospital systems might file differently based on their corporate structure.  If a system operates multiple hospitals under a single EIN, that system will file a consolidated Schedule H.  If a system operates multiple hospitals under multiple EINs, that system will file a separate 990 and Schedule H for each EIN.
· The filing organization will aggregate onto a single Schedule H information from all the following sources:  (1) hospitals operated directly by the filing organization; (2) hospitals operated by disregarded (tax-exempt) entities for which the organization is the sole member (this is presumably the case even if the disregarded entity has a separate EIN for payroll purposes); (3) hospitals operated by members of a group exemption for which a group return is filed, and hospitals operated by disregarded entities for which a member of the group exemption is the sole member (again, this is presumably the case even if the disregarded entity has a separate EIN for payroll purposes); (4) any charity care, community benefit, community building activity or other Schedule H information provided by any entity described in 1 through 3 even if not provided by a hospital or separate from the hospital’s license (e.g., this would include care or services provided by outpatient facilities, surgery centers, urgent care clinics, rehabilitation facilities, and the like); (5) any hospitals or other facilities (outpatient facilities, surgery centers, etc.) operated by any joint ventures taxed as a partnership to the extent of the organization’s pro rata share in the joint venture (as defined by reference to the ending capital account percentage listed on the partnership K-1) and presumably to the extent any entity described in (1) through (3) above is a member or partner in the joint venture.  (Note that reporting the proportionate share of joint ventures taxed as partnerships, while required by the IRS instructions, is not consistent with GAAP, so reporting here will not track with the hospital’s audited financials.)
· While a system operating multiple hospitals within a single corporation and a single EIN is required to aggregate that information on a single Schedule H, such a system may decide to voluntarily provide some or all of the charity care and community benefit on facility-by-facility basis.  For example, if the system operates hospitals in multiple states or communities, the system may choose to break down some information on a state-by-state or community-by-community basis.  A system might do this because regulators and members of the public in a particular community may want information on just the hospital in their community but not be able to cull that information out if it is aggregated with hospitals in other communities.  If the system decides to do this, the additional information can be reported on Part VI, Line 7 or on Schedule O.
· Similarly, while a system that operates multiple facilities in multiple corporations with multiple EINs is required to file a separate Schedule H for each hospital, such a system may decide to voluntarily provide some or all of the charity care and community benefit information on an aggregated basis.  For example, if the system operates all of its hospitals in a single community it may choose to aggregate the information from hospitals in the same community.  A system might do this because state regulators or members of the community may want to know what the system is doing in the aggregate for the community and not have to go to multiple 990s and Schedules H to acquire the information.  If the system decides to do this, the additional information can be reported on Part VI, Line 7 or on Schedule O.

Note 3
·	A number of the sections of Schedule H are optional for 2008.  In fact, only Part V on Facility Information is required for 2008. A hospital should consider several factors in deciding whether to provide optional information for 2008.  
o	 If the hospital is the only hospital in the community providing the optional information, press and regulatory scrutiny may get focused on it.
o	On the other hand, if the hospital is the only hospital in the community that does not provide the information, it may create the appearance of lacking transparency by trying to withhold information.
Regardless, all hospitals should prepare Schedule H internally in 2008 as a “dry run” for 2009 when the information will be required.

Note 3a
· Line 3 instructs filing organizations to answer lines 3a, b and c based upon the eligibility criteria that apply to the largest number of the organization’s patients.  For example, the instructions state that if the organization operates two hospitals under its EIN and aggregates both hospitals on a single Schedule H, the organization should answer lines 3a, b and c based on the eligibility criteria used by the hospital that has the most patient contacts.
· Although the instructions do not say this, hospitals should probably ignore charity care policies implemented by affiliated joint ventures when answering Line 3.  Answer Line 3 only with respect to policies implemented by the organization’s hospitals. This includes any hospital operated through a disregarded entity of which the organization is the sole member or any hospital operated by a member of the group exemption (or operated through a disregarded entity for which a member of the group exemption is the sole member).

Note 4
· Regardless of what box is checked, the filing organization should explain its answer in Part VI.
· For example, while 200% of the Federal Poverty Guidelines is becoming an industry benchmark for the provision of free care, for some hospitals in rural or poor areas this is not realistic.  Providing free care at such levels could put the hospital’s financial viability at risk, making it unable to provide community benefit in the future.  The filing organization should take the opportunity in Part VI to explain its community’s economic demographics, the hospital’s own financial situation, and how these affect the free care and partial discount thresholds implemented by the hospital.
· Some hospitals use other benchmarks such as HUD income limits in their charity care eligibility criteria.  If the organization does not use FPG, answer “no” and explain this in Part VI of Schedule H.
· Hospitals should assume this question does not apply to all uninsured patients but only to those qualifying for discounts based on household income.  If hospitals grant discounts to all uninsured patients this could be mentioned in responses to questions in Part VI.
· Hospitals should take care not to appear to be an outlier with respect to income limits for granting free care.  Knowing how other hospitals in the community specify these requirements and how peer organizations grant free care will be important as hospitals assess their charity care policies.	


Note 6
If the hospital provides discounts or assistance to the medically indigent, the type of assistance should be explained in Part VI.  According to the instructions, medically indigent means persons whom the organization has determined are unable to pay some or all of their medical bills because their medical bills exceed a certain percentage of their family income and/or assets (e.g., due to catastrophic costs or conditions), even though they have income or assets that otherwise exceed the generally applicable eligibility requirements for free or discounted care under the organization’s charity care policy.

Note 7
·	Much of the charity care that hospitals provide occurs through the emergency room and/or urgent care or outpatient clinics.  Generally, hospitals continue to provide such care even if budget projections are exceeded.   Hospitals generally do not cease providing charity care in November or December once budgets are exceeded at year end.  
However, hospitals do frequently budget for certain high-cost procedures.  For example, an academic medical center may budget for a certain number of free organ transplants (or a children’s hospital may budget for a fixed number of  specialty cases).  Such hospitals may in fact turn down patients once that number of free transplants has been performed.  If the hospital answers “yes” to 5c for these reasons, a narrative explanation should be provided in Part VI.

Note 8
·	Hospitals should consider preparing and disseminating a community benefit report.  The schedule H pigeon holes charity care and community benefit information into yes/no, check the box, and numerical answers.  But this may not tell the entire story.  If the hospital prepares a community report, it should be shared with all stakeholders as part of a coordinated and comprehensive communications/PR plan (newspaper editorial boards; civic, business and community leaders; government officials such as mayors and city councils, county commissioners, state legislators, local and state department of health officials, US congressional delegations, etc; patient advocacy groups and area healthcare foundations). 
Just as importantly, a community benefit report should be posted on the hospital’s website and the URL reported in Part VI, so that those reviewing the 990 know they can access a more comprehensive report on the web.

Note 9
The instructions between lines 6b and 7 apply to line 7.  In other words, all organizations filing Schedule H must complete the table in line 7 (except for 2008), not just those organizations answering “yes” to line 6b.

Note 11
Charity care, like the other benefits that are quantified and reported in lines 7a through 7k, is to be reported at cost, not charges.  However, calculating charity care at cost means that the amounts on Schedule H may not track the amounts for uncompensated care on the hospital’s audited financials, since GAAP generally requires reporting uncompensated care at charges and not cost.  This discrepancy should be explained in Part VI, lest someone reviewing both the audited financials and the Schedule H may be confused by the differently reported amounts.  Charity care is defined in the instructions to Part I, Line 1.  Use Worksheet 1 from the instructions to calculate charity care.

Note 12
Only include the unreimbursed costs (not charges) of Medicaid (not Medicare).  Use Worksheet 3 from the instructions to calculate this amount.

Note 13
·	This line only applies to the unreimbursed costs (not charges) of means-tested government programs.  The instructions state that a “means tested government program” is a program for which eligibility depends on the recipient’s income and/or asset level (e.g., SCHIP). Medicare is not a means-tested program-everyone qualifies regardless of income or asset level.  Unreimbursed costs of Medicare are reported in Part III, Section B.
Use Worksheet 3 from the instructions to calculate the amount of unreimbursed costs of means-tested government programs.

Note 14
·	The activities to reported on this line are actually two different categories of activities:  (1) community health improvement services, and (2) community benefit operations. 
·	Include both direct costs (such as hospital staff who perform or oversee needs assessments, grant writing, and fundraising, or administer the community health improvement service, and/or the costs of outside consultants or vendors who perform such services) and indirect costs (such as the pro rata share of hospital overhead or G&A expense allocable to such activities).  See the instructions for Part I, Line 7(a)-(k), column (c) for general direction on what constitutes includable direct and indirect costs.
Instructions
·	“Community benefit operations” mean activities associated with community health needs assessments as well as community benefit planning and administration.  Community benefit operations also include the organization’s activities associated with fund raising or grant-writing for community benefit programs.  
·	“Community health improvement services” mean activities or programs carried out or supported for the express purpose of improving community health that are subsidized by the health care organization. Such services do not generate inpatient or outpatient bills, although there may be a nominal patient fee or sliding scale fee for these services.
·	Activities or programs may not be reported if they are provided primarily for marketing purposes and the program is more beneficial to the organization than to the community; for instance, if the activity or program is designed primarily to increase referrals of patients with third-party coverage, required for licensure or accreditation, or restricted to individuals affiliated with the organization.
·	To be reported, community need for the activity or program must be established.  Community need may be demonstrated through:
o	A community needs assessment developed or accessed by the organization, 
o	Documentation that demonstrated community need and/or a request from a public agency or community group was the basis for initiating or continuing the activity or program, or
o	The involvement of unrelated, collaborative tax-exempt or government organizations as partners in the activity or program.
·	Community benefit activities or programs also seek to achieve objectives, including:  improving access to health services, enhancing public health, advancing generalizable knowledge, and relief of government burden.  This includes activities or programs that:
o	Are available broadly to the public and serve low-income consumers, 
o	Reduce geographic, financial, or cultural barriers to accessing health services, and if ceased to exist would result in access problems (e.g., longer wait times or increased travel distances), 
o	Address federal, state or local public health priorities (such as eliminating disparities in health care among different populations),
o	Leverage or enhance public health department activities (such as childhood immunization efforts), 
o	Otherwise would become the responsibility of government or another tax-exempt organization, or
o	Advance generalizable knowledge through education or research that benefits the public.
Use Worksheet 4 from the instructions to calculate these amounts. For more information on what counts and what does not count as community benefit, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.

Note 15
Instructions · “Health professions education” means educational programs that result in a degree, certificate, or training that is necessary to be licensed to practice as a health professional, as required by state law; or continuing education that is necessary to retain state license or certification by a board in the individual’s health profession specialty.  It includes internships and other education provided in clinical settings to students of the organization’s health professionals; education programs for physicians, nurses, and other health professionals other than the organization’s employees and medical staff; and scholarships for such health professions education. · Education must primarily benefit the community rather than the organization.  In other words, educational scholarships for community members would be included, but scholarships for hospital staff would not; CME provided to all physicians in the community would be included but CME provided only to the hospital’s medical staff would not; nursing education would be included if graduates are free to seek employment anywhere but not if graduates must work at the hospital. Commentary · Use Worksheet 5 from the instructions to calculate these amounts.  Include direct and indirect costs.  See the instructions to Worksheet 5 for examples of includable direct and indirect costs.  Also see the instructions for Part I, Line 7(a)-(k), column (c) for general direction on what constitutes includable direct and indirect costs.  For more information on what counts and what does not count as community benefit, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 16
Instructions · “Subsidized health services” mean clinical services provided despite a financial loss to the organization. The financial loss is measured after removing losses, measured by cost, associated with bad debt, charity care, Medicaid and other means-tested government programs. Losses attributable to these items are not included when determining which clinical services are subsidized health services because they generate a financial loss to the organization.  Losses attributable to these items are also excluded when measuring the losses generated by the subsidized health services.  In addition, in order to qualify as a subsidized health service, the organization must provide the service because it meets an identified community need. For example, if the organization no longer offered the service, it would be unavailable in the community, the community’s capacity to provide the service would be below the community’s need, or the service would become the responsibility of government or another tax-exempt organization. (Also see the instructions to Worksheet 4 to determine what meets the definition of an identified community need.)    · Subsidized health services generally include qualifying inpatient programs (such as neonatal intensive care and inpatient psychiatric units) and ambulatory programs (such as emergency services, satellite clinics, and home health programs).  Subsidized health services generally exclude ancillary services (that support inpatient and ambulatory programs) such as anesthesiology, radiology, or laboratory activities, physician clinic services, and skilled nursing facility services. Commentary · While unreimbursed Medicare costs are not included on line 7b (“Unreimbursed Medicaid”), they can be included here if they are otherwise part of providing subsidized health services.  The costs of providing the care would be reported in column (c) and the Medicare reimbursement would be reported as a “Direct offsetting revenue” in column (d).  See the instructions for Part III, Section B, Lines 5 and 8, and the Worksheet B from the instructions, all of which indicate that reporting Medicare losses for subsidized health services is appropriate. · Use Worksheet 6 from the instructions to calculate these amounts. For more information on what counts and what does not count as community benefit, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 17
Instructions · “Research” means any study or investigation that receives funding from a tax-exempt or governmental entity of which the goal is to generate generalizable knowledge that is made available to the public, such as about underlying biological mechanisms of health and disease, natural processes or principles affecting health or illness; evaluation of safety and efficacy of interventions for disease such as clinical trials and studies of therapeutic protocols; laboratory based studies; epidemiology, health outcomes and effectiveness; behavioral or sociological studies related to health, delivery of care, or prevention; studies related to changes in the health care delivery system; and communication of findings and observations (including publication in a medical journal).   · Examples of costs of research include, but are not limited to:  Salaries and benefits of researchers and staff (including stipends for research trainees:  either Ph.D. candidates or fellows); Facilities (including research, data, and sample collection and storage; animal facilities); Equipment; Supplies; Tests conducted for research rather than patient care; Statistical and computer support; Compliance (e.g., accreditation for human subjects protection; biosafety; HIPAA); and dissemination of research results. Commentary · Direct offsetting revenue does not include research grants from private sources (e.g., individuals, foundations or endowments) or public sources (such as NIH grants or other grants from federal, state or local governments), regardless of whether such grants are earmarked or restricted to the specific research being calculated and reported.   · Use Worksheet 7 from the instructions to calculate these amounts.  For more information on what counts and what does not count as community benefit, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 18
Instructions · “Cash and in-kind contributions” mean contributions made by the organization to health care organizations and other community groups that are restricted to one or more of the community benefit activities described in the Table in Part I, line 7 (or the Worksheets thereto).  “In-kind contributions” include the cost of hours donated by staff to the community while on the organization’s payroll, indirect cost of space donated to tax-exempt community groups (such as for meetings), and the financial value (generally measured at cost) of donated food, equipment, and supplies. · Report cash contributions and grants made by the organization to entities and community groups that share the organization’s goals and mission.  Do not report (a) cash or in-kind contributions contributed by employees, or emergency funds provided by the organization to employees; (b) loans, advances, or contributions to the capital of another organization; or (c) unrestricted grants or gifts to another organization that may, at the discretion of the grantee organization, be used other than to provide the type of community benefit described in the Table in Part 1, line 7. · Use Worksheet 8 from the instructions to calculate these amounts.  For more information on what counts and what does not count as community benefit, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 19
Commentary · Reporting the “number of activities or programs” is optional.  To the extent the organization decides to report this information, it is not entirely clear, in each situation, how the number of programs is to be reported.  For example, it would seem that charity care is a single program.  However, if a teaching hospital has a general charity care program for families below threshold levels of the FPGs, and in addition has a program that accepts up to 10 free liver transplant patients per year, it is not clear whether this is one program or two.  Similarly, if a hospital provides a teaching program for medical students, nurses, and allied health professions, it is not clear whether this is one program or three.  Filing organizations should use good faith in reporting the number of programs.	


Note 20
Commentary · Reporting “persons served” is optional.  To the extent the organization decides to report this information, it is not entirely clear, in each situation, how the number of persons served is to be calculated.   o With respect to person receiving healthcare services, do you report the number of individuals, the number of patient encounters, or the number of diagnoses treated.  For example, if Person A receives free care for two visits for strep throat and one visit for stitches for a deep cut, does the hospital report one person served (counting by individuals), two persons served (for two different diagnoses-strep throat and stitches), or three persons served (for three different patient encounters.  Technically, there was only one person served but the cost is the same as if two different persons had presented for strep throat and a third person for stitches. o With respect to research, all research potentially benefits all of humanity, but somehow reporting 6.6 billion seems to lack a little integrity. o With respect to in-kind contributions, if you provide free meeting space to the AA group which has 15 attendees, have you served one (the AA group) or 15 (the number of attendees).   · Filing organizations should use good faith in reporting the number of person served.	


Note 21
Instructions · “Total community benefit expense” means the total gross expense (not charges) of the activity for the year, calculated by using the pertinent worksheets for each line item.  “Total community benefit expense” includes both “direct costs” and “indirect costs”.  “Direct costs” means salaries and benefits, supplies, and other expenses directly related to the actual conduct of each activity or program.  “Indirect costs” means facilities and administration costs related to the organization’s infrastructure (e.g., space, utilities, custodial services, security, information systems, administration, materials management, and others) that are shared by multiple activities or programs.	


Note 22
Instructions and Commentary · “Direct offsetting revenue” means revenue from the activity during the year that offsets the total community benefit expense of that activity, as calculated on the worksheets for each line item.  “Direct offsetting revenue” includes any revenue generated by the activity or program.  This would include Medicaid reimbursement (including Medicaid managed care plan reimbursement) on line (b), tuition and direct GME reimbursement for health profession education on line (f), and sliding fees charged to patients who receive subsidized health services on line (g).  Direct offsetting revenue does not include restricted or unrestricted grants or contributions that the organization uses to provide community benefit.  For example, if a hospital receives a grant to provide free services to low-income individuals, or if a research hospital receives NIH grants for research, such grants (even thought restricted), would not be counted as direct offsetting revenue.    · More detailed instructions about direct offsetting revenue for each line item are contained in the instructions for each worksheet.	


Note 23
Instructions and Commentary · “Net community benefit expense” -- for each line item this equals “Total community benefit expense” (column c) minus “Direct offsetting revenue” (column d).  If the calculated amount is less than zero, report such amount as a negative number.  This means that organizations that make money on Medicaid services will report a negative number on line (b), column (e).  This will decrease the totals in lines (j) and (k) and arguably understate the total community benefit provided by the organization.	


Note 24
Instructions · “Percent of total expense” - for each line item divide the “net community benefit expense” in column (e) by the amount in Part IX, line 25(A), of the Form 990, or use the percentages from the applicable worksheets.  Report the percentage to two decimal places (x.xx). · Organizations that report amounts of direct offsetting revenue also might wish to report “total community benefit expense” or gross expense (column (c)) as a percentage of total expenses.  This percentage may not be reported in column (f), but may be described and reported in Part VI of Schedule H.	


Note
· Each tax exempt organization should have a written charity care policy that complies with state and federal requirements.  Board approval of that policy is recommended.
· Charity care should only be reported if it is provided pursuant to the adopted policy.
· If the Schedule H includes charity care from a joint venture entity in which the organization owns a proportionate (less than 100 percent) interest, then questions 1 through 6 should be answered only for the organization’s hospitals.  This includes any hospital operated through a disregarded entity of which the organization is the sole member or any hospital operated by a member of the group exemption (or operated through a disregarded entity for which a member of the group exemption is the sole member).
· Hospitals should take care not to appear to be an outlier with respect to charity care practices.  Accordingly, it would be helpful for organizations to learn about other charity care policies that are offered in their communities in order to know how their policies “benchmark” against what might be viewed as a community standard.
· If no policy is available, resources to create one are available from the HFMA Patient Friendly Billing Project.  See: http://www.hfma.org/library/revenue/PatientFriendlyBilling/uninsured.htm
· Importantly, HFMA Principles & Practices Board Statement 15 also provides guidelines regarding policy content.  See:  http://www.hfma.org/library/accounting/reporting/ppb_charity_bad_debt.htm
· Resources on the 990 Coalition for Hospitals site and elsewhere also can help hospitals update their policies as necessary.	


Note
· If the financial assistance policies are not applied uniformly across entities that are part of the organization, an explanation regarding why would be warranted in Part VI.
· Some organizations have hospital or entity-specific discount factors in their financial assistance policy - and they thus offer different discounts for patients with similar means.  This reflects the fact that charge description masters (CDMs) vary across hospitals.  If the policy states, for example, that hospitals are to discount charges to specified levels (e.g., cost or Medicaid or Medicare rates), then it could be deemed “uniform” across hospitals even though resultant discount factors would vary.
· Financial assistance policies can be uniform but also flexible when it comes to documentation requirements, e.g., if they incorporate medical credit scoring into determinations regarding who qualifies for assistance.
· If policies differ across hospitals due to differences in state or local regulation (e.g., for hospital systems that cross state lines), an explanation to that effect is warranted.
· Although the instructions do not say this, hospitals should probably ignore charity care policies implemented by affiliated joint ventures when answering Line 2.  Answer Line 2 only with respect to policies implemented by the organization’s hospitals. This includes any hospital operated through a disregarded entity of which the organization is the sole member or any hospital operated by a member of the group exemption (or operated through a disregarded entity for which a member of the group exemption is the sole member).

Note
· Hospitals should use care to follow the Instructions when completing the worksheets and the table entitled Charity Care and Certain Other Community Benefits at Cost. · Many hospitals have questions about the comparative risk of under reporting certain community benefits compared to over reporting.  Under reporting can occur if the hospital is providing community benefit activities or programs and has not completed a thorough inventory of such programs.  Over reporting can occur if hospitals are not careful about their accounting methods or include programs that do not meet the definition of community benefit.  On balance the Coalition believes that there is greater risk associated with over reporting than with under reporting.  Hospitals are advised to be appropriately conservative in what they count as community benefit and to follow the accounting methods described in the Instructions with care. · Within the Worksheets and the Accounting framework, there are several areas that require judgment and/or more detailed calculations than are present in the Worksheets themselves.  These include:   o The amount of cost for “non-patient care activities” that should be removed from the numerator of the Ratio of Patient Care Cost to Charges in Worksheet 2 o The allocation of Medicaid DSH funding either to Charity Care (Worksheet 1) or Medicaid and other Means Tested Public Programs (Worksheet 3) o Assuring that education costs are not included in Worksheet 3 because they are fully accounted for in Worksheet 5 o The tracking of bad debt, and Medicare revenues and expenses for Subsidized Health Services, so these amounts can be subtracted from values reported in Part III o Eliminating Medicare-related GME activity (revenues and expenses) in Part III The Coalition will be providing additional resources to help organizations with these judgments and calculations. · The Instructions provide overall principles that indicate what should be counted as community benefit, and what should not be counted on Schedule H - both in Line 7 and in Part II (Community Building).  To help organizations make these decisions, there are several resources available:  Mention What Counts Task Force What Counts Web Site  The Coalition also provides the following examples to guide organizations.  Examples of community health improvement services that should and should not be reported are as follows.  Activity or Program Report Example Rationale  Immunization for low-income children Yes Public health priority, relief of government burden  Flu shots for employees No Cost of doing business, more benefit to organization than community  Health screening program in low-income community Yes Enhances access, health education  Health screening program in upscale mall No Probable marketing focus, therefore more benefit to organization than community  Health education regarding diabetes Yes Public health priority  Marketing material for diabetes program No Marketing focus, more benefit to organization than community  Outreach to help seniors remain independent in their homes Yes Public health priority  Discharge planning function No Represents the current standard of care, required for licensure  Taxi vouchers for low-income persons Yes Provides access to care for vulnerable people  Van service between wealthy retirement community and only the organization No Benefits the organization more than the community   Examples of health professions education activities or programs that should and should not be reported are as follows.  Activity or Program Report Example Rationale  Scholarships for community members Yes More benefit to community than organization  Scholarships for staff members No More benefit to organization than community  Continuing medical education for community physicians Yes Accessible to all qualified physicians  Continuing medical education for own medical staff No Restricted to own medical staff members  Nurse education if graduates are free to seek employment at any organization Yes More benefit to community than organization  Nurse education if graduates are required to become the organization’s employees No Program designed primarily to benefit the organization   Examples of subsidized health services that should and should not be reported are as follows: Activity or Program Report Example Rationale  Clinics for low-income persons Yes Enhances access  Prenatal classes for mostly insured persons No Current standard of care  Long term care facility with high census, and Medicaid patients Yes Responds to need and provides access for low-income consumers  Long term care facility with low census that loses money  No Need not established and likely to reflect poor business decision  Emergency room operated at a loss Yes Provides access to care for all patients, including low-income and uninsured patients  Cosmetic surgery and other elective care for which financial assistance is not available No Difficult to establish community need, and
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building activities) (Optional for 2008)

Community Building Activities (Complete this table if the organization conducted any community

activities or served building expense revenue building expense
programs (optional)
(optional)

(a) Number of | (b) Persons | (c) Total community | (d) Direct offsetting | (e) Net community | (f) Percent of

total expense

~

Physical improvements and housing

59

Economic development

Community support

&S
B - g V)

)

Environmental improvements

&)

Leadership development and training
for community members

Coalition building

N—1
N (o

O

Community health improvement
advocacy

Workforce development

=)

Other

=y

)
O | ©

Total

Part Il Bad Debt, Medicare, & Collection Practices (Optional for 2008)

Section A—Bad Debt Expense

-

5

2 and 3 or rationale for including other bad debt amounts in community benefit. f)

Section B—Medicare @
Enter total revenue received from Medicare (including DSH and IME) . . . . . . |3 °
Enter Medicare allowable costs of care relating to payments on line5 . . . . . . |6 @ ?
Enter: line 5 less line 6—surplus or (shortfall) . . . . . 7 K °

6
7
8

Section C—Collection Practices @
9a Does the organization have a written debt collection policy? . . Q 9a
b If “Yes,” does the organization’s collection policy contain provisions on the coIIectlon practlces to be foII d

Yes| No

Does the organization report bad debt expense in accordance with Healthcare Financial Management

Association Statement.No. 15? . e e e @
Enter the amount of the organization’s bad debt expense (at cost) e 2

Enter the estimated amount of the organization’s bad debt expense (at cost) attrlbutable ?
to patients eligible under the organization’s charity care policy. . . . . . . . . |3

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

Describe in Part VI the extent to which any shortfall reported in Ilne 7 should be treated as community
benefit, and the costing methodology or source used to determine the amount reported on line 6 and indicate
which of the following methods was used: 9

[ cost accounting system [ cost to charge ratio [J Other .

for patients who are known to qualify for charity care or financial assistance?

Qb@

Management Companies and Joint Ventures (Optional for 2008) ( @)

(a) Name of entity (b) Description of primary (c) Organization’s | (d) Officers, directors,| (e) Physicians’
activity of entity profit % or stock trustees, or key profit % or stock
ownership % employees’ profit % | ownership %
or stocko/\yn\ership % @%
1 @

2
3
4
5
6
7
8
9
10
11
12
13
14
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Note 25
Commentary · The IRS does not consider community building activities to be in the same category as charity care and community benefit activities.  Thus, they have to be reported separately from the table in Part I, Line 7.  Nevertheless, the IRS provides the filing organization an opportunity in Part VI, Line 5 to describe how these community building activities “promote the health of the community.”  It is important for filing organizations to provide a comprehensive response in Part VI, Line 5 because (1) this can help make the argument that the community building activity constitutes a form of community benefit, and (2) this helps the filing organization justify its tax-exempt status since “promoting the health of the community” is a basis for tax-exemption.  The annotation to Part VI, Line 5 includes some basic arguments to help the filing organization formulate its argument as to why Part II community building activities promote the health of the community. · For columns (a) through (f), see the annotations above for Part I, Line 7, columns (a) through (f), and also see the accompanying IRS instructions for Part I, line 7, columns (a) through (f).   · As with Part I, Line 7, all amounts in Part II should be reported at costs not charges.	


Note 25a
Instructions · “Physical improvements and housing” includes, but are not limited to, the provision or rehabilitation of housing for vulnerable populations, such as removing building materials that harm the health of the residents; neighborhood improvement or revitalization projects; provision of housing for vulnerable patients upon discharge from an inpatient facility; and the development or maintenance of parks and playgrounds to promote physical activity. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25b
Instructions · “Economic development” includes, but is not limited to, assisting small business development in neighborhoods with vulnerable populations, and creating new employment opportunities in areas with high rates of joblessness. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25c
Instructions · “Community support” includes, but is not limited to, child care and mentoring programs for vulnerable populations or neighborhoods, neighborhood support groups, and disaster readiness and public health emergency activities, such as community disease surveillance or readiness training beyond what is required by accrediting bodies or government entities. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25d
Instructions · “Environmental improvements” include, but are not limited to, activities to address environmental hazards that affect community health, such as alleviation of water or air pollution, safe removal or treatment of garbage or other waste products, and other activities to protect the community from environmental hazards. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25e
Instructions · “Leadership development and training for community members” includes, but is not limited to, training in conflict resolution, civic, cultural or language skills, and medical interpreter skills for community residents. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25f
Instructions · “Coalition building” includes, but is not limited to, participation in community coalitions and other collaborative efforts with the community to address health and safety issues. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25g
Instructions · “Community health improvement advocacy” includes, but is not limited to, efforts to support policies and programs to safeguard or improve public health, access to health care services, housing, the environment, and transportation. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25h
Instructions · “Workforce development” includes, but is not limited to, recruitment of physicians and other health professionals to areas designated as underserved, collaboration with educational institutions to train and recruit health professionals needed in the community (other than the health professions education activities reported in Part I, Line 7f). · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 25i
Instructions · “Other” refers to community building activities that protect or improve the community’s health or safety that are not captured in the categories listed in Lines 1-8. · For additional information on what counts and what does not count as community building activities, see www.chausa.org/whatcounts <http://www.chausa.org/whatcounts>.	


Note 26
Commentary · The instructions clarify that the filing organization is not required to comply with HFMA Statement #15 in calculating and reporting charity care and bad debt.  The filing organization should include an explanation in Part VI as to why it follows Statement 15 (or if not, why not).	


Note 27
Commentary · Bad debt expense, like charity care, is calculated at costs, not charges.  Costs can be determined using a cost accounting system or cost-to-charge ratio.  The filing organization should use whatever methodology is most accurate.  If the filing organization wants to use a cost-to-charge ratio, Worksheet 2 from the instructions can be used to calculate the ratio. · Worksheet A from the instructions is used to calculate bad debt expense.	


Note 28
Instructions · Provide an estimate of the amount of cost reported in Line 2 that reasonably could be attributable to persons who would qualify for financial assistance under the hospital’s charity care policy as reported in Part I, lines 1-4, but for whom sufficient information was not obtained to make a determination of their eligibility.  DO NOT INCLUDE THIS AMOUNT IN PART I, LINE 7.  Organizations may use any reasonable methodology to estimate this amount, such as record reviews, credit reports, analysis of demographics, or other analytical methods.  If, in using that methodology, the organization determines that a patient would have been eligible for discounted care, but not free care, only include the portion of the costs of treating that patient that would have been discounted.	


Note 28a
Commentary · In Part VI, Line 1 the filing organization is supposed to provide its rationale for including the bad debt expense reported on line 3 as a community benefit expense.  Although rationales will vary from hospital to hospital, below are some of the common rationales: · A number of patients that are truly unable to pay their out-of-pocket liability, but do not complete the process required to apply for financial assistance under the hospital’s charity care policy. These patients would qualify for charity care if they completed the paperwork, so the bad debt expense associated with treating them should be treated as community benefit. · The administrative requirements to determine whether patients who do not cooperate with the financial assistance process would have qualified for charity can be burdensome, particularly for small balances, so a reasonable estimate, based on broad demographic data, should be sufficient to justify community benefit treatment. · Hospital revenue cycle operations are becoming quite efficient, so the argument that the bad debt problem is related to efficiency is becoming less well supported. · Hospitals frequently continue serving patients even after the patients have generated significant bad debt, and this is evidence that the care is given for community benefit motivations. · Hospitals can’t and don’t refuse service to patients that generate bad debt, and this is evidence that the care is given for community benefit motivations.	


Note 29
Instructions · Enter all net patient service revenue from payments that the organization received and/or expected to be received for Medicare services performed during the year related to Medicare patients, except for revenue related to subsidized health services as reported in Part I, Line 7(g) and direct Graduate Medical Edcuation (“GME”) as reported in Part I, Line 7(f).  Include only revenue related to services provided under Medicare Part A (inpatient hospital services) and Medicare Part B (outpatient hospital and physician services).   · For Medicare parts A and B, include all payments as reported including payments for IME, GME, DSH, Outliers, Capital, Bad Debt and any other amounts paid to the hospital on the basis of the Medicare Cost Report.  In addition, for Part B, include revenues for employed and/or contracted physicians when such payments are billed and retained by the hospital.	


Note 30
Commentary · Filing organizations should use Worksheet B from the instructions to calculate this amount.  Do not include the costs related to Medicare services provided patients that are part of subsidized health services as reported in Part I, Line 7(g).	


Note 31
Instructions · Report on this line the sum of line 5 minus line 7.  If the result is negative, show the negative number (not zero).  	


Note 32
Commentary · In Part VI, Line 1 the filing organization is supposed to provide its rationale for including the Medicare losses reported on line 7 as a community benefit expense.  (Note:  DO NOT INCLUDE THIS AMOUNT IN PART I, LINE 7.)  Although rationales for treating Medicare losses as a community benefit expense will vary from hospital to hospital, below are some of the common rationales: · IRS Rev. Rul. 69-545, which established the community benefit standard for nonprofit hospitals, states that if a hospital serves patients with government health benefits, including Medicare, then this is an indication that the hospital operates to promote the health of the community.  This implies that treating Medicare patients is a community benefit. · For-profit specialty hospitals have been carving out certain high-margin services (such as cardiac, orthopedics, and oncology), leaving general acute care hospitals with lower-margin Medicare services.  This indicates that Medicare losses can be a result of rendering these lower-margin services (which benefit the community) rather than inefficient operations. · In some communities, Medicare is the largest payer, and hospitals must accept these patients regardless of whether they make a surplus or deficit of such services.  If the Medicare participation is premised on this fact, then providing Medicare services promotes access to healthcare services which is a community benefit. · There are a number of low-income consumers with Medicare benefits. · The elderly are often an underserved population who experience issues with access to healthcare services..  Without tax-exempt hospitals providing Medicare services, CMS would bear the burden of directly providing services to the elderly. · Medicare payment anomalies may be present in some states so even very efficient hospitals are unable to avoid losses.  Thus, losses may not be indicative of efficiency but rather provision of a community benefit.	


Note 33
Commentary · If the organization answers “no,” it should consider adopting a debt collection policy.  Such policies commonly address a debtors “bill of rights,” a list of harassing or abusive practices that the hospital pledges not to utilize in collecting patient debt (e.g., phone calls at the patient’s place of work, before a certain time in the morning, or after a certain time in the evening), pledges not to utilize certain legal collection options (e.g., bodily seizure, foreclosures against houses and cars, etc.), and certain internal review processes before accounts are referred to outside collection agencies and/or for legal action.	


Note 34
Commentary · Many policies contain limitations on certain collection practices that apply to all patients (e.g., abusive phone calls or prohibitions on seizing houses or cars to pay hospital debts).  Such practices are prohibited for all patients, whether or not the patients receive charity care.  If the filing organization’s policy on collection activities applies equally to all patients, whether or not they receive charity care, such policies “contain provisions on the collection practices to be followed for patients who are known to qualify for charity care or financial assistance,” and the filing organization can presumably answer “yes” to line 9b. · On Part VI, Line 1, the filing organization is also supposed to describe these collection practices applicable to charity care patients.  While neither Line 9b nor the instructions to Line 9b specifically state this, the instructions for Part VI, Line 1 specify that these collection practices are to be described. · See the annotations below for Part VI, Line 1.	


Note 35
Instructions and Commentary · List any joint venture or other separate entity (whether taxed as a partnership or a corporation) of which the organization is a partner or shareholder.  Although the instructions speak in terms of partnerships and corporations (and share of profits in a partnership and stock of a corporation), presumably this includes joint ventures that operate as LLCs. · Only include joint ventures in which current officers, directors, trustees, key employees or physicians with staff privileges hold, in the aggregate, more than 10% of the share of partnership profits or stock in the corporation.  Again, presumably this includes LLCs if, say, a physician with staff privileges owns 10% of the membership interests of an LLC taxed as a corporation or 10% of the profits interest in an LLC taxed as a partnership.   · Stock, whether common or preferred, is considered in determining ownership percentages so presumably membership interests in an LLC with different voting and distribution rights would also be counted.  What is not clear from the instructions is how such stock or membership interests with varying rights are to be included.  For example, if a director owns 9% of the outstanding common stock and 1% of the outstanding preferred stock, does this meet the 10% threshold?  What if the director owns 10% of the common stock but none of the outstanding preferred stock, or vice versa?  Does the 10% apply to the number of shares, the number of votes represented by those shares, or the value represented by those shares?  None of these issues is addressed by the IRS in the instructions. · For purposes of Part IV, the percentage share of ownership is measured as of the close of the taxable year of the filing organization.  	


Note 36
Instructions and Commentary · Only report the ownership of current (not former) officers, directors, trustees and key employees.  See the glossary to the instructions for the definition of “officer,” “director,” “trustee,” and “key employee.” · If a physician with an ownership interest is also a director, officer, trustee, or key employee, report such ownership on column (d) not column (e).	


Note 37
Instructions · If a physician with an ownership interest is also a director, officer, trustee, or key employee, report such ownership on column (d) not column (e).	


Note
· Hospitals are advised to study HFMA Principles and Practices Board Statement 15.  While Statement 15 has not yet been adopted by the AICPA, the statement provides helpful clarifications regarding decision-making and accounting for bad debt and charity care. · Additional resources on Statement 15 are available on the HFMA website:  	


Note
· Organizations that have adopted Statement 15 for purposes of bad debt accounting (and/or charity care measurement and policies) should report “bad debt expense” without adjusting the expense to cost in this line. 	


Note
· This question is perhaps the most challenging in Schedule H, because it requires organizations (that have not adopted Statement 15) to develop and apply a methodology for determining the portion of bad debt expense (at cost) that could be or is attributable to patients eligible under the organization’s charity care policy. · The question incents organizations (a) to relax their documentation required to grant financial assistance, (b) rely more extensively on medical credit scoring or other indicators of inability to pay (besides pay-stubs or tax forms), (c) modify their policies to assure they fairly and accurately identify patients unable to pay all or portions of their bills. · The question also requires developing a methodology for analyzing accounts with bad debt.  The 990 Coalition for Hospitals is developing guidance to support organizations with these methodologies. · There are cases when a patient has been granted financial assistance and a payment plan has been established, and the patient later does not pay the prescribed amount.  In these cases, the hospital has incurred bad debt for patients eligible for charity care.  Write offs for receivables created under payment plans or after financial assistance has been granted should be reported as one element of answers for this question.  Some hospitals are explicitly building another means test into their revenue cycle to reassess patient means before writing these types of receivables off to bad debt.	


Note
· Organizations are advised to explain fully how they quantified responses to questions 2 and 3. · If the organization does not believe that bad debt should be considered a community benefit, that statement should be made in Part VI. · If the organization has a rationale for considering all or a portion of bad debt to be community benefit, that rationale also should be stated in Part VI.	


Note
· The Medicare Cost Report is a preferred source for Medicare revenue and “allowable cost” for this question.  The Instructions include a worksheet for documenting responses to questions 5 and 6.   · The Instructions indicate that Medicare reported in Part I should not be included here in Part III.  This includes Medicare associated with Subsidized Health Services and Health Professions Education.  The goal of the worksheet included in the Instructions is to eliminate all double-counting of Medicare revenue and cost between Parts I and III of Schedule H.   · The Coalition believes organizations should remove all Medicare GME reimbursement and all allowable GME expense (that funded by Medicare and by any other payers) from Part III to assure no double counting is present. 	


Note
· The answer to question seven should be a negative number if the hospital generated a Medicare loss.  Note that other shortfalls (losses) on Schedule H are positive numbers.	


Note
· Even though question eight does not have a checkbox for Medicare Cost Report, hospitals are advised to rely on their Medicare Cost Report for questions B5 and B6 and check the “other” box accordingly.	


Note
· Each tax exempt hospital should have a written, Board-approved debt collection policy.  · The debt collection policy should have specific provisions on the collection practices to be followed for patients who qualify for financial assistance, for example how the hospital will respond to new information regarding patient means obtained during the collections process. · Additional information on collections practices can be found on the HFMA Patient Friendly Billing website: · Note that Question 1 in Part VI asks for an explanation regarding the response to question 9b, however the need for additional clarification in Part VI is not specified on Schedule H. 	
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Note 38
Instructions  · The instructions define a facility as “a campus (or component thereof), building, structure, or other physical location or address at which the organization provides medical or hospital care, including a hospital, outpatient facility, surgery center, urgent care clinic, or rehabilitation facility, whether operated directly by the filing organization or indirectly through a disregarded entity or joint venture taxed as a partnership.” Commentary · This puts the filing organization in the perhaps administratively cumbersome position of having to describe every physical structure and every address at which the organization provides any service that is reported on Schedule H.  While the “campus (or component part thereof)” will help decrease the entries in Part V, aside from this one concession from the IRS, the expectation appears to be that every building or structure at every different geographic location or address needs to be reported.  In essence, the filing organization will have to report every piece of real estate and/or improvements on its depreciation schedule, which could be quite cumbersome for large organizations or hospital systems.	


Note
· Any facility that qualifies for designation as a disproportionate share hospital either for Medicaid or Medicare reimbursement purposes should describe that status fully on the schedule for Part V.	
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omplete this part to provide the following |nform Q
Provide the description required for Part I, I| C, Part I, I|ne 4, Part Ill, I|ne 8, and Part 1ll, line 9b.
Describe how the organization assesses the health care needs of the communities it serves—“Needs Assessment.”

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.
“Patient Education of Eligibility for Assistance.”

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

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

Provide any other information important to describing how the organization’s hospitals or other 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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Note 39 
Instructions and Commentary · Describe the income-based criteria for determining eligibility for free or discounted care under the organization’s charity care policy if a measure other than FPGs is used.  Also describe whether the organization uses an asset test or other threshold, regardless of income, to determine eligibility for free or discounted care. · See the annotation above for Part I, Line 3c for a list of other possible tests or thresholds the organization might use and which should be reported in response to this question.	


Note 40
Instructions and Commentary · Provide the text of the footnote to the organization’s financial statements that describes bad debt expense.  Also, describe the costing methodology used in determining the amounts reported on lines 2 and 3 of Part III, and the organization’s rationale and position regarding whether any portion of its bad debt expense should be regarded as community benefit. · See the annotation above for Part III, Line 4 for a list of possible rationales for why all or a portion of bad debt should be regarded as community benefit.	


Note 41
Instructions and Commentary · Describe the extent to which any Medicare shortfall reported in Part III, line 7 should be treated as community benefit, and the rationale for your position (note that this may not include any amounts that were already included in Part I, line 7g under ”subsidized health services”). · See the annotation above for Part III, Line 8 for a list of possible rationales for why all or a portion of Medicare losses should be treated as community benefit.	


Note 42
Instructions and Commentary · If the organization has a written debt collection policy and answered 'Yes' to Part III, Line 9b, describe the collection practices set forth in the policy for patients who are known to qualify for financial assistance under its charity care policy. · As stated above in the annotation to Part III, Line 9b, if the organization has collection practices that apply equally to all patients, both charity care and non-charity care patients, these should be described here on Part VI, Line 1.  Examples of such practices would be limitations on abusive phone calls or prohibitions on seizing houses or cars to pay hospital debts.	


Note 43
Instructions and Commentary · The organization is required to provide an explanation of how it calculates costs for the purposes of reporting on Part I, Line 7.  Although the instructions to Part I, Line 7 do not indicate this, the instructions to Part VI, Line 1 do clearly require this. · Provide an explanation of the costing methodology used to calculate the amounts reported in the Table in Part I, line 7 (“Charity Care and Certain Other Community Benefits at Cost”).  If a cost accounting system is utilized, indicate whether the cost accounting system addresses all patient segments (e.g., inpatient, outpatient, emergency room, private insurance, Medicaid, Medicare, uninsured or self pay).  Also, indicate whether a cost-to-charge ratio was used for any of the figures reported in the Table. If a combination of a cost accounting system and a cost-to-charge ratio was used, explain this combined method.   Describe whether this cost-to-charge ratio was derived from the attached Worksheet 2, Ratio of Patient Care Cost to Charges, and, if not, what kind of cost-to-charge ratio was used and how it was derived.  If some other costing methodology was utilized besides a cost accounting system, cost-to-charge ratio, or a combination of the two, describe the method used.	


Note 44
Instructions and Commentary · Describe whether, and if so how, the organization assesses the health care needs of the community or communities it serves. · Describe any of the following:  if the hospital conducts its own needs assessments or needs surveys, if the hospital relies on assessments prepared by other entities (e.g., public health agencies or private foundations), if the hospital targets services to federally designate “Medically Underserved Areas” or “Medically Underserved Populations,” or any other way in which the hospital attempts to discern the healthcare needs of the community and tailer services to meet those needs. · Resources on community needs assessment include o Community Assessment Toolkit from the Association of Community Health Improvement.  For instructions for accessing the toolkit, go to www.assesstoolkit@aha.org <http://www.assesstoolkit@aha.org>.   o A Guide for Planning and Reporting Community Benefit from the Catholic Health Association.  www.chausa.org/communitybenfit <http://www.chausa.org/communitybenfit>.  	


Note 45
Instructions · 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.  For example, state whether the organization (1) posts its charity care policy (or a summary thereof) and financial assistance contact information in admissions areas, emergency rooms, and other areas of the organization’s facilities in which eligible patients are likely to be present; (2) provides a copy or summary of the policy and financial assistance contact information to patients as part of the intake process; (3) provides a copy or summary of the policy and financial assistance contact information to patients with discharge materials; (4) includes the policy or a summary of the policy, along with financial assistance contact information, in patient bills; and/or (5) discusses with the patient the availability of various government benefits, such as Medicaid or state programs, and assists the patient with qualification for such programs, where applicable. Commentary · Most patient rights advocates believe that patient-friendly summaries (not the charity care policy itself) should be posted and provided.  If the hospital follows this practice, this should be disclosed. · Patient communication may include information provided at admission, through signs in admitting and waiting areas, through social workers and chaplains and other patient advocates, through billing agents and through billing communications distributed with bills.  All communications with patients should attempt to take into account language barriers.  For example, if a large portion of the patient base is Hispanic, having signs and written brochures in Spanish would be helpful as well as a Spanish translator for front line employees who would be communicating charity care policies to the patients.  Every attempt should be made to communicate charity policies to patients as early as possible in the process, namely, as soon as an emergency patient is treated and stabilized or upon admission for other patients. · All staff with patient contact should be knowledgeable about the charity care policy (admitting and billing clerks, nursing and medical staffs, social workers, chaplains, patient advocates, etc.).  Staff should receive the necessary training about the policy and be able to refer any patient to the proper party to obtain more information.  	


Note 46
Instructions · Describe the community or communities the organization serves, taking into account the geographic area (e.g., urban, suburban, rural), the demographics of the community or communities (e.g., population, average income, percentages of community residents with incomes below the federal poverty guideline, percentage of the hospital's and community’s patients who are uninsured or Medicaid recipients), the number of other hospitals serving the community or communities, and whether one or more federally-designated medically underserved areas or populations are present in the community.   Commentary · If the community is a designated “Medically Underserved Area” or “Medically Underserved Population” or some similar designation, this should be indicated.	


Note 47
Instructions · Describe how the organization’s community building activities, as reported in Part II, promote the health of the community or communities the organization serves. Commentary · The following narrative is the outline of an argument that hospitals can tailor-make to their individual situation to provide the rationale that their community building activities promote the health of the community and therefore constitute community benefit.  Community Building means activities carried out or supported to improve social factors found to be key determinants of health in communities: housing, education, environment, and economic prosperity.  The inclusion of the community building category in the community benefit report is fundamental to a well-defined understanding of community benefit for the following reasons:  Community building activities support the health of persons in communities by preventing disease and injury, clearly an important aspect of "promotion of health," the basis for hospital tax exemption.  Rev. Rul. 69-545 recognizes that the "promotion of health" encompasses much more than the provision of medical treatment.  Under the ruling, hospitals are called on to provide benefits that will make the community as a whole healthier.  The ruling appropriately leaves it to the community board to determine what is needed in its community to best accomplish that goal.    The "community building" category, which includes activities that prevent disease and injury, is a fundamental component in promoting health.   Programs specifically designed to help eliminate some of the root causes of illness and disease also can help eliminate the need for hands-on care later.     Testing and treating a poor child for lead poisoning is unarguably a community benefit.  But supporting or actually participating in the removal of lead paint in schools and housing complexes should also be included as community benefit.  This community building example not only would reduce the need for treatment but also would prevent the life-long and crippling effects of lead poisoning.  Health is widely believed to be determined, to a significant degree, by factors addressed through community building activities.    There is clear consensus in the public health community that social and environmental factors are strong determinants of health for vulnerable populations.   · The U. S. Department of Health and Human Services’ Centers for Disease Control and Prevention publishes "Health Protection Goals" for the nation specifying safe and high-quality physical environments, healthy home environments, and schools that protect and promote health, safety and development of students.  · A recent study concluded that attention to social determinants of health, such as inadequate education, would save more lives than medical advancements. (“Giving Everyone the Health of the Educated: An Examination of Whether Social Change Would Save More Lives than Medical Advances,” Woolf, et al. America Journal of Public Health, April 2007, Vol. 97, No. 4.)   · A scholar from the Institute of Medicine wrote last year that there is "an emerging notion of cumulative stresses from various sources - social class, income, employment, housing, home environment" affecting vulnerability to disease, and called for public health agencies and health care to work together to address these issues. ("Can Public Health and Medicine Partner in the Public Interest?" Michael McGinnis, Health Affairs, July/August 2006. Vol. 25, No.4)    Community benefit programs begin with an assessment of community need and setting priorities for action. Hospital community boards typically review assessment findings, identify priorities and approve community benefit plans and budgets. Therefore, if community building activities are undertaken, they are done so at the direction of the local, community-based board.   By not recognizing community building activities, the IRS would become the arbiter of which health care programs best serve a local community, a decision that is best made (and should be left to)  local community hospital boards working in conjunction with local community groups. In a sense, this is a regulatory form of the judicially-created business judgment rule. Just as a court will not overturn a decision made by a board acting in good faith based upon reasonable due diligence, neither should the IRS or any other regulatory agency second guess a local, community-based board’s decisions about which programs and services best promote the health of the local community.  Most community building services would otherwise be the responsibility of government; therefore providing community building services relieves a government burden.  Many community-oriented hospitals devote resources to economic development, low-income housing, job training, and other community building services.  These are programs that frequently are provided by a local or state health department, another

Note 48
Instructions  · Provide any other information important to describing how the organization’s hospitals or other health care facilities further its exempt purpose by promoting the health of the community or communities, including but not limited to: (1) whether a majority of the organization's governing body is comprised of persons who reside in the organization's primary service area who are neither employees nor contractors of the organization, nor family members thereof;  (2) whether the organization extends medical staff privileges to all qualified physicians in its community for some or all of its departments; and (3) whether and how the organization applies surplus funds to improvements in patient care, medical education, and research Commentary · Other types of information that could be reported include: o Whether the organization provides specialized services not otherwise available (e.g., a children’s hospital, cancer hospital, rehabilitation hospital, inpatient psychiatric hospital, etc.); o Evidence of the organization’s responsiveness to the community, such as opportunities for community involvement in governance and advisory groups; o Whether the organization is the sole community provider; o Advocacy activities on behalf of healthcare coverage for all persons and for improved public health; o Serving as a vehicle for attracting and effectively using donated funds; o Offering volunteer opportunities to members of the community; o Being a low-cost/low-charge provider. · For additional information about how hospitals can further their exempt purposes by promoting the health of the community, refer to IRS Revenue Rulings 69-545 and 83-157.	


Note 49
Instructions · 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 by the system.  For purposes of this question, an “affiliated health care system” is a system that includes affiliates that are under common governance or control, or that cooperate in providing health care services to their community or communities.  Commentary · Because the Form 990 and Schedule H are reported on an EIN by EIN basis, charity care and community benefit reported by entities within the system that have different EINs will not be included in Part I, Line 7.  Thus, this answer in Part VI, Line 7 is the only place to describe the charity care and community benefit provided by other members of the system.  · This is especially important for systems that provide non-hospital services through separate corporations with separate EINS.  For example, if a system operates multiple hospitals through multiple EINs, even if the aggregate information is not reported here, at least each separate hospital is filing a separate 990 and a separate Schedule H, so the information is getting reported somewhere.  However, if the system operates free health clinics, urgent care centers, ambulatory surgery centers and other non-hospital facilities in separate corporations with separate EINs, if the charity care and community benefit provided by such organizations is not reported here it will not get reported anywhere because, while such organizations will file a separate 990, they will not file a Schedule H because they do not meet the definition of a hospital.  · See the annotation for the EIN box above for more information about affiliated health systems that should be reported in Part VI, Line 7. 	


Note 50
Instructions · Identify all states with which the organization files (or a related organization files on its behalf) a community benefit report.  Report only those states in which the organization’s own community benefit report is filed, either by the organization itself or by a related organization on the organization’s behalf.  For purposes of this question, a “related organization” is related either as a parent, subsidiary, brother/sister (i.e., controlled by the same person or persons that control the organization), or as a supporting or supported organization.   Commentary · If the organization posts such reports on its webpage, it may want to consider providing links to such reports.  	


Note
· Schedule H does not provide sufficient space to answer the questions in Part VI.  The Coalition recommends:  ? 	


Note
· Part 1, 3c:  hospitals should consider including quotes from the actual financial assistance policy that was in effect during the tax year regarding the use of asset test or other thresholds and also the income-based criteria used for determining eligibility for financial assistance. · Part III, Line 4:  this response needs to quote the footnote regarding bad debt from the audited financial statements, the costing methodology for bad debt reported in Part III, and any rationale for hospital would offer for including bad debt amounts in community benefit.  Hospitals also should disclose the methodology used to estimate bad debt expense attributable to patients eligible for the charity care policy. · Part III, Line 8:  in this response hospitals should describe why they consider Medicare shortfalls if any to be treated as community benefit.  The rationale for and against counting Medicare shortfalls as community benefit has been articulated by several associations, hospitals, and individuals that commented on the draft 990.  That commentary can serve as raw material for the rationale hospitals may want to advance. · Part III, Line 9b:  Schedule H does not say a further explanation of the answer to this question is required in Part VI.  However, the question implies that the IRS wants additional information about the collection practices followed for patients qualifying for charity care or financial assistance.  So hospitals should provide that disclosure in this part of Schedule H.  Discuss specifically the collections practices that are permitted and prohibited by policy for those qualifying for financial assistance and how new information learned during the collections process regarding patient ability to pay is factored into the revenue cycle process.	


Note
· For this question the hospital should indicate whether or not it has conducted or sponsored a community healthcare needs assessment within the last few years. · New resources are being organized to help hospitals develop health care needs assessments.  For example the Association for Community Health Improvement (ACHI) recently released a website for this purpose:   · Alternatively it is important to indicate that the hospital has reviewed available needs assessments prepared by other entities if that is the case.  Needs assessments often are available from local health departments or the United Way or other organizations. · It is helpful for the hospital to demonstrate that senior leadership and or board members have reviewed the findings of healthcare needs assessments and factored those findings into strategy and policy development.	


Note
· For this question in the hospital should describe how it informs patients about the availability of financial assistance or government programs.  In addition to mentioning notifications that may be required by state law or regulation, hospitals also can mention other approaches they have implemented. · These approaches include:  o Developing “scripts” that patient registration staff and financial counselors follow when interacting with patients. o Signage, in easily understood language(s), at registration and high traffic areas. o Developing short brochures that summarize the financial assistance policies. o Indicating that financial assistance is available on web sites o Including availability of financial assistance on patient statements · If the hospital has invested in technologies to inform financial counselors and the business office early regarding the patient ability to pay, these systems and investments also can be highlighted in response to this question.	


Note
· For this question in the hospital should identify the geographic area that constitutes its primary and or secondary service areas.  The answer can described the methodology used to specify the area served. · The coalition believes that a hospital should not redefine its service area solely for purposes of filing Schedule H. and existing service area definition should be used if available. · Teaching hospitals should emphasize that the community served by clinical endeavors varies from that served by education and research.  Academic medical centers train health professionals for entire states or regions or the United States.  Research programs advance knowledge that benefits everyone.  These points can be made in response to Question 4.	


Note
· Much also has been written regarding the community benefit associated with community building activities.  The response to Question 5 can emphasize how these activities influence the root causes of disease or health status problems. · The responses also should indicate which community building activities clearly are related to health or public health.	


Note
· Earlier drafts of the 990 past several non-quantitative questions regarding hospital charitable purpose.  These include whether or not the organization operates an emergency room, whether the emergency room denied services to anyone who needed services for reasons other than being at capacity, whether admission to the medical staff is open to all qualified physicians in the area consistent with the size and nature of the facilities, whether the hospital has a governing body in which independent members represent the interests of the community, whether the hospital engages in scientific or medical research, whether the hospital participates in education and training of healthcare professionals, whether the hospital participates in government-sponsored health programs, and related information. · The answer to this question could emphasize these characteristics if present, and also discuss how surplus funds are used to benefit the community.	


Note
· The answer to question 7 is most critical for academic medical centers, children's hospitals, and entities that are part of multi-hospital systems.   · The answer to this question could emphasize how the organization responding to Schedule H supports the overall charitable mission of the healthcare system, the breadth and depth of community benefits that are provided by related organizations (e.g., medical school or foundation or research institute that shares governance) and also itself provides community benefit that promotes the health of communities served.	


Note
· The Catholic Health Association annually compiles information on states that require that a community benefit report be filed.  That information is available on the following website:  	





