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Disclaimer  
The information contained here does not constitute legal or tax advice.

The information is provided for informational/educational purposes only and cannot be relied 
upon.  Please consult with counsel regarding your organization’s particular circumstances. 



Agenda

Value of Tax-Exempt Status

• Definition of Community Benefit
• What Counts?

Community Benefit 

Increased Scrutiny of Community Benefit

How can Hospitals Prepare?



Requirements for Nonprofit Hospitals to Obtain Federal 
Tax-Exempt Status



Value of Tax-Exempt Status
Lown Institute analysts identified more 
than 1,350 hospitals that have “fair 
share” deficits, meaning that the value 
of their community investments fails to 
equal the value of their tax breaks. 
The combined deficits of nonprofit 
hospitals totaled $14.2 billion in 2020, 
enough to relieve the medical debt of 
18 million Americans or prevent 600 
at-risk rural hospitals from closing.
*Calculations excluded Unreimbursed 
Medicaid, Health Professions 
Education and Research.
https://lownhospitalsindex.org/2023-
fair-share-spending/



Value of Tax Exempt Status
• More than a dozen states have considered or passed legislation to better 

define the community benefit provided by non-profit hospitals in exchange 
for tax breaks.  Below are a couple of examples:

• Florida – In 2020, HB 7079 was passed requiring a hospital seeking a county 
property tax exemption to submit its IRS Form 990, Schedule H to the state. It 
also limited a hospital’s county tax exemption to the value of the net 
community benefit expense it provided according to its schedule H. In 2021, 
HB 7061 removes these requirements and tax limitations.

• California - AB 1204 requires hospitals and hospital systems to annually 
submit an equity report starting in 2025 that includes an “analysis of health 
status and access to care disparities for patients on the basis of age, sex, 
race, ethnicity, language, disability status, sexual orientation, gender identity, 
and payor.” The report must include a plan to address disparities identified by 
the data with measurable objectives and timeframes. The bill allows HCAI to 
impose a fine up to $5,000 if a hospital fails to adopt, update, or submit an 
equity report.

https://www.myfloridahouse.gov/Sections/Bills/billsdetail.aspx?BillId=72996


Value of Tax-Exempt Status – Why 
is it Important? 
• Public Perception
• Significant Growth in the value of tax-exemption
• Additional reporting requirements and monitoring 

by public interest groups
• Increasing pressure from state legislators
• Continuing pressure from congress



Polling Question #1

Do you track your value of tax-exempt status?

• Yes
• No



Community Benefit – What is it?

• Programs or activities that 
provide treatment and/or 
promote health and healing as a 
response to community needs

• Generates a low or negative 
financial return

• Responds to needs of special 
populations 

• Supplies, services or 
programs 

• Responds to public health 
needs

• Involves education or 
research



Identifying Community Need

A CHNA conducted 
or accessed by the 
organization

Documentation 
that demonstrated 
community need 
or a request from a  
public health 
agency or 
community group.

The involvement of 
unrelated, 
collaborative tax-
exempt or 
government 
organizations as 
partners in the 
activity or program 
carried out for the 
express purpose of 
improving 
community health.



Community Benefit - What does 
not count

The program represents a 
community benefit provided by 
another entity or individual, such 
as:

Activities by employees on their 
own time

The program benefits the 
organization more than the 
community:

Generates referrals to the hospital 
versus community resources 



What does not count cont… 

Access to the program is restricted to employees or medical staff affiliated 
with the hospital, such as Continuing Medical Education program, only for your 
medical staff

The activity represents a normal “cost of 
doing business” or is associated with the 
current standard of care (expected of 
taxable and tax-exempt entities alike)

Employee benefits, such as in-service 
trainings
Licensure requirements
Discharge planning



What Qualifies (Counts) as a 
Community Benefit?
Financial Assistance

Medicaid

Other Means-tested 
Government Programs

Other Community 
Benefits Categories A-G

A. Community Health Improvement
B. Health Professions Education
C. Subsidized Health Services
D. Research
E. Financial & In-Kind Contributions
F. Community Building Activities
G. Community Benefit Operations



Polling Question #2
What is your community benefit percentage?

• Less than 1%
• Between 1-3%

• Greater than 5%
• I don’t know



Community Benefit – What Counts? 



Community Benefit – What Counts?



Community Benefit – What Counts?



Community Benefit – What Counts?



Importance of Community 
Benefit on Schedule H

Reporting community benefit expenses is a key element of Form 990, Schedule H because 
providing community benefit is a primary justification for hospitals to be tax-exempt charitable 
organizations under Section 501(c)(3).

•Because all hospitals must complete Schedule H, this reporting provides insight into overall 
hospital practices.

•While there are no IRS requirements regarding how much community benefit must be 
provided, this is an area of focus for Congress, states and others.

•Forms 990 and Schedule H are available on IRS web site at Tax Exempt Organization Search 
(irs.gov)Can search by name or employer identification number

IRS also makes Form 990 and Schedule H data available digitally, in XML format, through Tax 
Exempt Organization Search



Increased Scrutiny of Community 
Benefit
• Critics are increasingly challenging the distinction 

between taxable and tax-exempt hospitals and 
health systems.

• The “halo effect” of tax-exempt status has 
diminished and reputational risk has increased 
because of scrutiny from legislators, media and 
others.

• Federal, state and local governments are actively 
seeking new sources of revenues and reevaluating 
“tax breaks”.



Media Scrutiny of Community 
Benefit: Wall Street Journal article 
(7/25/22)
• Wall Street Journal Concluded that:

• US tax-exempt hospitals “wrote off in aggregate 2.3% of their 
patient revenue on financial aid for patients’ medical bills”, 
compared to 3.4% by taxable hospitals in US and 4.7% by 
government hospitals

• Used Medicare Cost Report data for hospitals’ most recent FYs (2019-21)
• Did not use complete 2020 or 2021 Medicare Cost report data sets

• Three-fifths of tax-exempt hospitals spent less than 2% on charity 
care

• In Medicaid expansion states, taxable and tax-exempt hospitals 
both spent approximately 1.5% of patient revenue on charity care

• In non-Medicaid expansion states (like Florida), taxable hospitals 
spent an average of 5% of net patient revenue on charity care, and 
tax-exempt hospitals spent an average of 4.2% on charity care



Polling Question #3

Do you have a separate team tracking the community 
benefit activities?

• Yes
• No



How can Hospitals Prepare?

• Consider other information reported on Form 990, 
Schedule H

• Prepare an internal valuation of the hospital’s tax-
exempt status

• Review the hospital’s Financial Assistance Policy 
and related policies and procedures

• Review trends in state requirements
• Develop communication strategy on hospital’s 

community benefit



Questions?
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