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Department of the Treasury
Internal Revenue Service2008

Instructions for Schedule H
(Form 990)
Hospitals

5. In the case of a group return filed for 2008). Information concerning foreignSection references are to the Internal
by the organization, hospitals operated hospitals and facilities may be describedRevenue Code unless otherwise noted.
directly by members of the group in Part VI.General Instructions exemption included in the group return, Except as provided in Part IV, the
hospitals operated by a disregarded entity organization is not to report on ScheduleNote. Terms in bold are defined in the of which a member included in the group H (Form 990) information from an entityGlossary of the Instructions for Form 990. return is the sole member, hospitals organized as a separate legal entity from
operated by a joint venture treated as a the organization and treated as aPurpose of Schedule partnership to the extent of the group corporation for federal income tax
member’s proportionate shareSchedule H (Form 990) is a new schedule purposes (except for members of a group
(determined in the manner described in 4,and must be completed by an exemption included in a group return filed
earlier), and other facilities or programs oforganization that operates at least one by the organization), even if such entity is
a member included in the group returnfacility that is, or is required to be, affiliated with or otherwise related to the
even if such facilities are not hospitals orlicensed, registered, or similarly organization (for example, is part of an
if such programs are provided separatelyrecognized by a state as a hospital. For affiliated health care system).
from the hospital’s license.2008, organizations are required to

complete Part V, Facility Information, and Who Must FileExample.  The organization is themay complete the other parts of the Any organization that answered “Yes” onsole member of a disregarded entity. Theschedule. Form 990, Part IV, Checklist of Requireddisregarded entity owns 50% of a joint
Schedules, line 20, must complete andventure treated as a partnership. TheAlthough Parts I, II, III, IV, and VI
attach Schedule H to Form 990.partnership in turn owns 50% of anotherare optional for 2008,

For purposes of Schedule H (Formjoint venture treated as a partnership thatorganizations will be required to
TIP

990), a “hospital” is a facility that is, or isoperates a hospital and a freestandingcomplete those parts beginning in 2009.
required to be, licensed, registered, oroutpatient clinic that is not part of theThe organization must file a single similarly recognized by a state as ahospital’s license. (Assume the respectiveSchedule H (Form 990) that aggregates hospital. This includes a hospital operatedproportionate shares of the partnershipsinformation from the following. through a disregarded entity or a jointbased on capital account percentages

1. Hospitals directly operated by the venture treated as a partnership. It doeslisted on the partnerships’ Schedule K-1
organization. not include hospitals that are located(Form 1065), Part II, are also 50%.) The

2. Hospitals operated by disregarded outside the United States. It also doesorganization would report 25% (50% of
entities of which the organization is the not include hospitals operated by entities50%) of the hospital’s and outpatient
sole member. organized as separate legal entities fromclinic’s aggregate information on

3. Other facilities or programs of the the organization that are treated as aSchedule H (Form 990).
organization or any of the entities corporation for federal tax purposesNote that while information from all ofdescribed in 1 or 2, even if provided by a (except for members of a groupthe above sources is aggregated forfacility that is not a hospital or if provided exemption included in a group return filedpurposes of Schedule H (Form 990), theseparately from the hospital’s license. by the organization). If the organizationorganization is required to report in Part V4. Hospitals operated by any joint operates multiple hospitals, or if it files aeach of its facilities required to beventure treated as a partnership, to the group return for a group that operates onelicensed, registered, or similarlyextent of the organization’s proportionate or more hospitals, complete onerecognized as a health care facility undershare of the joint venture. Proportionate Schedule H (Form 990) for all of thestate law, whether operated directly byshare is defined as the ending capital hospitals operated by the filingthe organization or indirectly through aaccount percentage listed on the organization or the group, and reportdisregarded entity or joint venture taxedSchedule K-1 (Form 1065), Partner’s aggregate information from all suchas a partnership. In addition, theShare of Income, Deductions, Credits, hospitals as described in Purpose oforganization must report in Part VI,etc., Part II, Line J, for the partnership tax Schedule, General Instructions.Supplemental Information (Optional foryear ending in the organization’s tax year If an organization is not required to file2008), summary information describingbeing reported on the organization’s Form Form 990 but chooses to do so, it mustthe number of other types of facilities for990. If Schedule K-1 (Form 1065), file a complete return and provide all ofwhich it reports information on SchedulePartner’s Share of Income, Deductions, the information requested, including theH (Form 990) (for example, 2Credits, etc., is not available, the required schedules. An organization thatrehabilitation clinics, 4 diagnosticorganization may use other business does not operate one or more facilitiescenters).records to make a reasonable estimate, that satisfy the definition of a hospital,including the most recently available Organizations are not to report above, should not file Schedule H (FormSchedule K-1, adjusted as appropriate to information from foreign hospitals located 990).reflect facts known to the organization, or outside the United States in Parts I, II, III,
information used for purposes of or V. Information from foreign joint The definition of hospital for
determining its proportionate share of the ventures and partnerships must be Schedule A (Form 990) Public
venture for the organization’s financial reported in Part IV, Management Charity Status and Public Support,

TIP

statements. Companies and Joint Ventures (Optional Part I, line 3, and the definition of hospital
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for Schedule H (Form 990) are not the Health and Human Services. If the facility health of the community or communities
same. Accordingly, an organization that has established a family or household served by the organization. If the
checks box 3 in Part I of Schedule A income threshold that a patient must meet organization’s community benefit report is
(Form 990) to report that it is a hospital or or fall below to qualify for free medical contained in a report prepared by a
cooperative hospital service organization, care, check the box in the “Yes” column related organization, answer “Yes” and
must complete and attach Schedule H to and indicate the specific threshold by identify the related organization in Part
Form 990 only if it meets the definition of checking the appropriate box. For VI, line 1. If “No,” skip to line 7.
hospital for purposes of Schedule H instance, if a patient’s family or household Line 6b. Answer “Yes” if the
(Form 990), as explained above. income must be less than or equal to organization makes its annual community

250% of FPG for the patient to qualify for benefit report available to the public.
free care, then check the box marked
“Other” and write in “250%.” Some of the ways in which anSpecific Instructions organization can make itsLine 3b. If the facility has established

community benefit report availablea family or household income threshold
TIP

Part I. Charity Care and to the public are to post the report on thethat a patient must meet or fall below to
organization’s website, to publish andqualify for discounted medical care, checkCertain Other Community distribute the report to the public by mailthe box in the “Yes” column and indicate
or at its facilities, or to submit the report toBenefits at Cost (Optional the specific threshold by checking the
a state agency or other organization thatappropriate box.for 2008) makes the report available to the public.Line 3c. If applicable, describe thePart I requires reporting of charity care Lines 7a–7k. Report on the table (linesother income-based criteria, asset test, orpolicies, the availability of community 7a–7k), at cost, the organization’s charityother means test or threshold for free orbenefit reports, and the cost of certain care and certain other communitydiscounted care in Part VI, line 1 of thischarity care and other community benefit benefits. To calculate the amounts to beschedule. An “asset test” includes (i) aprograms. Worksheets and reported on the table, use the worksheetslimit on the amount of total or liquidaccompanying instructions are provided or other equivalent documentation thatassets that a patient or the patient’sat the end of the instructions to this substantiates the information reportedfamily or household may own for theschedule to assist in completing the table consistent with the methodology used onpatient to qualify for free or discountedin Part I, line 7. the worksheets. See the instructions tocare, and/or (ii) a criterion for determining

Line 1. A “charity care policy” is a policy the worksheets for definitions of thethe level of discounted medical care
describing how the organization will various types of community benefit (forpatients may receive, depending on the
provide “charity care,” which means free example, community health improvementamount of assets that they and/or their
or discounted health services provided to services, health professions education,families or households own.
persons who meet the organization’s subsidized health services, research, etc.)Line 4. “Medically indigent” means
criteria for financial assistance and are to be reported on lines 7a–7k.persons whom the organization has
thereby deemed unable to pay for all or a determined are unable to pay some or all If the organization completedportion of the services. “Charity care” of their medical bills because their worksheets other than on andoes not include: bad debt or medical bills exceed a certain percentage aggregate basis (for example,

TIP
uncollectible charges that the hospital of their family or household income or facility by facility, joint venture by jointrecorded as revenue but wrote off due to assets (for example, due to catastrophic venture), the organization shouldfailure to pay by patients, or the cost of costs or conditions), even though they aggregate all information from theseproviding such care to such patients; the have income or assets that otherwise worksheets for purposes of reportingdifference between the cost of care exceed the generally applicable eligibility amounts on the table. Note that only theprovided under Medicaid or other requirements for free or discounted care portion of each joint venture ormeans-tested government programs or under the organization’s charity care partnership that represents theunder Medicare and the revenue derived policy. organization’s proportionate share, basedtherefrom; or contractual adjustments with

on capital interest, may be reported onLine 5. Answer lines 5a, 5b, and 5cany third-party payors.
lines 7a–7k (see Purpose of Schedule forbased on the organization’s budgeted

Line 2. Check only one of the three instructions on aggregation in Generalamounts under its charity care policy.
boxes. “Applied uniformly to all hospitals” Instructions).Line 5a. Answer “Yes” if themeans that all of the organization’s

organization established or had in place Use the organization’s most accuratehospitals use the same charity care
at any time during the tax year an annual costing methodology (cost accountingpolicy. “Applied uniformly to most
or periodic budgeted amount of free or system, cost-to-charge ratio, or other) tohospitals” means that the majority of the
discounted care to be provided under its calculate the amounts reported on theorganization’s hospitals use the same
charity care policy. If “No,” skip to line 6a. table. If the organization uses acharity care policy. “Generally tailored to

cost-to-charge ratio, it may useLine 5b. Answer “Yes” if the free orindividual hospitals” means that the
Worksheet 2. Ratio of Patient Care Costdiscounted care the organization providedmajority of the organization’s hospitals
to Charges, for this purpose. See thein the applicable period exceeded theuse different charity care policies. If the
instructions to Part VI, line 1, regarding anbudgeted amount of costs or charges fororganization only operates one hospital,
explanation of the costing methodologythat period. If “No,” skip to line 6a.check “Applied uniformly to all hospitals.”
used to calculate the amounts reportedLine 5c. Answer “Yes” if theLine 3. Answer lines 3a, 3b, and 3c on the table.organization denied financial assistancebased on the charity care eligibility criteria

Bad debt expense is not to be reportedto any patient eligible for free orthat apply to the largest number of the
on the table under any circumstances.discounted care under its charity careorganization’s patients based on patient

policy solely because the organization’scontacts or encounters. For example, if The following are descriptions of the
charity care budget was exceeded.the organization has two hospitals, use type of information to be reported in each

the charity care eligibility criteria that are column of the table.Line 6. Answer lines 6a and 6b based
used by the hospital which has the most on the organization’s annual community Column (a). “Number of activities or
patient contacts or encounters during the benefit report. programs” means the number of the
taxable year. Line 6a. Answer “Yes” if the organization’s activities or programs

Line 3a. “Federal Poverty Guidelines” organization prepared an annual written conducted during the year that involve the
(FPG) are the Federal Poverty Guidelines report that describes the organization’s community benefit reported on the line. If
established by the U.S. Department of programs and services that promote the this column is completed, report each
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activity and program on only one line so was included on Form 990, Part IX, line Part II. Communitythat it is not counted more than once. 25, column (A) but removed from this
Reporting in this column is optional. figure should be included in Part VI. Building Activities

Column (b). “Persons served” means (Optional for 2008)Column (f) “percent of totalthe number of patient contacts or expense” is based on column (e) Report in this part the costs of theencounters in accordance with the filing “net community benefit expense,” organization’s activities that it engaged in
TIP

organization’s records. Persons served rather than column (c) “total community during the tax year to protect or improvemay be reported in multiple rows, as benefit expense,” as a percentage of total the community’s health or safety, and thatservices across different categories may expenses. Organizations that report are not reportable in Parts I and III of thisbe provided to the same patient. amounts of direct offsetting revenue also schedule. An organization that reportsReporting in this column is optional. might wish to report total community information in this part must describe, in
Column (c). “Total community benefit benefit expense (Part I, line 7, column (c)) Part VI, line 5, how its community building

expense” means the total gross expense as a percentage of total expenses. activities promote the health of the
of the activity incurred during the year, Although this percentage may not be communities it serves. Activities that are
calculated by using the pertinent reported in Part I, line 7, column (f), it may reported in Part I, line 7, may not be
worksheets for each line item. “Total be reported on Schedule H (Form 990), reported in this part.
community benefit expense” includes Part VI. If the filing organization makes a grantboth “direct costs” and “indirect costs.”

to an organization to be used to“Direct costs” means salaries and Optional Worksheets for accomplish one of the community buildingbenefits, supplies, and other expenses
activities listed below, then thePart I, Line 7 (Charity Caredirectly related to the actual conduct of
organization should include the amount ofeach activity or program. “Indirect costs” and Certain Other the grant on the appropriate line in Part II.means costs that are shared by multiple
If the organization makes a grant to aactivities or programs, such as facilities Community Benefits At
joint venture in which it has anand administration costs related to the Cost) ownership interest to be used toorganization’s infrastructure (for example,
accomplish one of the community buildingWorksheets 1 through 8 are intended tospace, utilities, custodial services,
activities listed below, report the grant onassist the organization in completingsecurity, information systems,
the appropriate line in Part II, but do notSchedule H (Form 990), Part I, linesadministration, materials management,
include in Part II the organization’s7a–7k. Use of the worksheets is notand others).
proportionate share of the amount spentrequired and they should not be filed withColumn (d). “Direct offsetting by the joint venture on such activities, toForm 990. The organization may userevenue” means revenue from the activity avoid double counting. Do not include anyalternative equivalent documentation,during the year that offsets the total contribution made by the organization thatprovided that the methodology describedcommunity benefit expense of that was funded in whole or in part by ain these instructions (including theactivity, as calculated on the worksheets restricted grant, to the extent that suchinstructions to the worksheets) isfor each line item. “Direct offsetting grant was funded by a relatedfollowed. Regardless of whether therevenue” includes any revenue generated organization.worksheets or alternative equivalentby the activity or program, such as documentation is used to compile and Line 1. “Physical improvements andpayment or reimbursement for services report the required information, such housing” may include, but is not limited to,provided to program patients. Direct documentation must be retained by the the provision or rehabilitation of housingoffsetting revenue does not include organization to substantiate the for vulnerable populations, such asrestricted or unrestricted grants or information reported on Schedule H removing building materials that harm thecontributions that the organization uses to (Form 990). The worksheets or alternative health of the residents, neighborhoodprovide a community benefit. equivalent documentation are to be improvement or revitalization projects,

completed using the organization’s most provision of housing for vulnerableExample. The organization receives
accurate costing methodology, which may patients upon discharge from an inpatienta restricted grant from an unrelated
include a cost accounting system, facility, housing for low-income seniors,organization that must be used by the
cost-to-charge ratios, or some other and the development or maintenance oforganization to provide charity care. The
method. parks and playgrounds to promoteamount of the restricted grant is not

physical activity.reportable as direct offsetting revenue on If the organization is filing a group
line 7a, column (d). Line 2. “Economic development” mayreturn or has a disregarded entity or an

include, but is not limited to, assistingownership interest in one or more jointColumn (e). “Net community benefit
small business development inventures, the organization may find itexpense” is “Total community benefit
neighborhoods with vulnerablehelpful to complete the worksheetsexpense” (column (c)) minus “Direct
populations and creating newseparately for the organization and foroffsetting revenue” (column (d)). If the
employment opportunities in areas witheach disregarded entity, joint venture incalculated amount is less than zero,
high rates of joblessness.which the organization had an ownershipreport such amount as a negative

interest during the tax year, and groupnumber. Line 3. “Community support” may
affiliate. In such case, the organization include, but is not limited to, child careColumn (f). “Percent of total
should aggregate all information from and mentoring programs for vulnerableexpense” is the “net community benefit
these worksheets for purposes of populations or neighborhoods,expense” in column (e) divided by the
completing line 7. Complete the Table by neighborhood support groups, violencesum of the amount on Form 990, Part IX,
aggregating amounts from the prevention programs, and disasterline 25, column (A) and the organization’s
organization’s worksheets, amounts from readiness and public health emergencyproportionate share of total expenses of
disregarded entities or group affiliates, activities, such as community diseaseall joint ventures for which it reports
and amounts from joint ventures that are surveillance or readiness training beyondexpenses on the table in Part I, to the
attributable to the organization’s what is required by accrediting bodies orextent that such expenses are not already
proportionate share of each joint venture, government entities.reported in Form 990, Part IX, line 25,
pursuant to the aggregation instruction incolumn (A). Report the percentage to two Line 4. “Environmental improvements”
Purpose of Schedule.decimal places (x.xx%). Any bad debt may include, but are not limited to,

expense included in the denominator See Worksheets 1–8 and specific activities to address environmental
should be removed prior to calculation, instructions to the worksheets that begin hazards that affect community health,
and the amount of bad debt expense that on page 7. such as alleviation of water or air
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1. Bad debt attributable to $________pollution, safe removal or treatment of
Part III. Bad Debt, patient accountsgarbage or other waste products, and

2. Ratio of Patient Care cost to $________other activities to protect the community Medicare, & Collection charges (from Worksheet 2,from environmental hazards. The
line 11)organization may not include on this line Practices (Optional for

3. Estimated cost of bad debt $________or in this part expenditures made to
attributable to patient2008)comply with environmental laws and
accounts (line 1 x line 2).regulations that apply to activities of itself, Section A.  This section requires the Enter in Part III, line 2.its disregarded entity or entities, a joint organization to report aggregate bad debt

venture in which it has an ownership expense, at cost, provide an estimate of
Line 3. Provide an estimate of theinterest, or a member of a group how much bad debt expense, if any,

amount of cost reported on line 2 thatexemption included in a group return of reasonably could be attributable to reasonably could be attributable towhich the organization is also a member. persons who likely would qualify for patients who likely would qualify forSimilarly, the organization may not financial assistance under its charity care financial assistance under the hospital’sinclude on this line or in this part policy, and provide a rationale for what charity care policy as reported in Part I,expenditures made to reduce the portion of bad debt, if any, the lines 1–4, but for whom sufficientenvironmental hazards caused by, or the organization believes should constitute information was not obtained to make aenvironmental impact of, its own community benefit. In addition, the determination of their eligibility. Do notactivities, or those of its disregarded
organization must report whether it has include this amount in Part I, line 7.entities, joint ventures, or group
adopted Healthcare Financial Organizations may use any reasonableexemption members.
Management Association Statement No. methodology to estimate this amount,Line 5. “Leadership development and 15, Valuation and Financial Statement such as record reviews, an assessment oftraining for community members” may Presentation of Charity Care and Bad charity care applications that were deniedinclude, but is not limited to, training in Debts by Institutional Healthcare due to incomplete documentation,conflict resolution; civic, cultural, or Providers, (Statement 15) and provide the analysis of demographics, or otherlanguage skills; and medical interpreter text of its footnote, if applicable, to its analytical methods.skills for community residents. audited financial statements that

Line 6. “Coalition building” may include, describes the bad debt expense. Line 4. In Part VI, line 1, provide the
but is not limited to, participation in rationale and the costing methodology
community coalitions and other used to determine the amounts reported

Line 1. Indicate whether thecollaborative efforts with the community to on lines 2 and 3. Describe how the
organization reports bad debt expense inaddress health and safety issues. organization accounts for discounts and
accordance with Statement 15. StatementLine 7. “Community health improvement payments on patient accounts in
15 has not been adopted by the AICPA.advocacy” may include, but is not limited determining bad debt expense. Also,
The IRS does not require organizations toto, efforts to support policies and describe the method the organization
adopt Statement 15 or use it to determineprograms to safeguard or improve public used on line 3 to determine the amount
bad debt expense or charity care costs.health, access to health care services, that reasonably could be attributable to
Some organizations may rely onhousing, the environment, and patients who likely would qualify for
Statement 15 in reporting bad debttransportation. financial assistance under the
expense and charity care in their audited organization’s charity care policy ifLine 8. “Workforce development” may
financial statements. Statement 15 sufficient information had been availableinclude, but is not limited to, recruitment
provides instructions for recordkeeping, to make a determination of their eligibility.of physicians and other health
valuation, and disclosure for bad debts.professionals to medical shortage areas

Also, provide the footnote from theor other areas designated as
organization’s financial statements on badunderserved, and collaboration with Line 2. Use the most accurate
debt expense, if applicable, or theeducational institutions to train and recruit system and methodology available to the
footnotes related to “accounts receivable,”health professionals needed in the organization to report bad debt expense
“allowance for doubtful accounts,” orcommunity (other than the health at cost. If using a cost accounting system
similar designations. If the footnote orprofessions education activities reported or other costing methodology, enter the
footnotes address only the filingin Part I, line 7f). estimated cost of patient care services
organization’s bad debt expense orattributable to charges written off to badLine 9. “Other” refers to community “accounts receivable,” “allowance fordebt. If using a cost-to-charge ratiobuilding activities that protect or improve doubtful accounts,” or similarmethodology, filers may use Worksheet Athe community’s health or safety that are designations, provide the footnote or(optional). If only a portion of a patient’snot described in the categories listed in footnotes verbatim. If the organization’slines 1–8 above. bill for services is written off as a bad financial statements include a footnote ondebt, include only the proportionateRefer to the instructions to Part I, line these issues that also includes otheramount of the cost of providing those7, columns (a) through (f), for descriptions information, report in Part VI only theservices that is attributable to the badof the types of information that should be relevant portions of the footnote. If thedebt. Include the organization’sreported in each column of Part II. organization is a member of a group with

proportionate share of the bad debt consolidated financial statements, theIf the organization is filing a group expense of joint ventures in which it had organization may summarize that portion,return or has a disregarded entity or an an ownership interest during the tax year. if any, of the footnote or footnotes thatownership interest in one or more joint
apply. If the organization’s financialventures, the organization may find it
statements do not include a footnote thathelpful to complete Part II separately for

Worksheet A (Optional) discusses bad debt expense, “accountsitself and for each disregarded entity,
receivable,” “allowance for doubtfuljoint venture in which the organization Estimated Bad Debt Expense accounts,” or similar designations, includehad an ownership interest during the tax (at Cost) a statement in Part VI that theyear, and group affiliate. The organization

This worksheet may be used to estimate organization’s audited financialshould aggregate the amounts from all
the bad debt expense reported in Part III, statements do not include a footnotesuch tables, according to the aggregation
line 2 using one of the cost accounting discussing these issues and explain howinstructions in Purpose of Schedule, and
methods identified in the organization’s the organization’s financial statementsinclude the aggregated information in Part
response to Part III, line 4. account for bad debt, if at all.II.
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Worksheet B (optional) Line 9a. Answer “Yes” if theSection B. This section requires organization has a written debt collectionComplete Worksheets 5 and 6 beforereporting of the organization’s aggregate policy on the collection of amounts owedcompleting Worksheet B.allowable costs to provide services by patients.
reimbursed by Medicare, aggregate

1. Total Medicare allowable costs Line 9b. Answer “Yes” if theMedicare reimbursements attributable to
(from Medicare Cost Report) $ organization’s written debt collectionsuch costs, and aggregate Medicare 2. Total Medicare allowable costs policy contains provisions for collectingsurplus or shortfall. Organizations are to (from line 1) included in amounts due from those patients who theinclude in Section B only those allowable Worksheet 6, line 3, col. (A) $ organization knows qualify for charity carecosts and Medicare reimbursements that 3. Total Medicare allowable costs or financial assistance. If the organizationare reported in its Medicare Cost (from line 1) included in answers “Yes,” describe in Part VI theReport(s) for the year, including the Worksheet 5, line 8 (direct collection practices that it follows withGME) . . . . . . . . . . . . . . . . $organization’s share of any such respect to such patients, whether or not4. Total adjustments to Medicareallowable costs and reimbursement from such practices apply specifically to suchallowable costs (line 2 plus linedisregarded entities and joint ventures in patients or more broadly to also cover3) . . . . . . . . . . . . . . . . . . . $which it has an ownership interest. The other types of patients.5. Total Medicare allowable costsorganization should describe what portion
(line 1 minus line 4) .of its Medicare shortfall, if any, it believes
Enter this value in Part III, line Part IV. Managementshould constitute community benefit, and 6. . . . . . . . . . . . . . . . . . . . $

explain its rationale for its position in Part Companies and Joint
VI, line 1. As described below, the Line 7. Subtract line 6 from the Ventures (Optional fororganization also may disclose in Part VI amount on line 5. If line 6 exceeds line 5,
the amount of any Medicare revenues 2008)report the excess (the shortfall) as a
and costs not included in its Medicare negative number. List any joint venture or other separate
Cost Report(s) for the year, and may entity (whether treated as a partnership orLine 8. Check the box that bestprovide a reconciliation of the amounts a corporation), including joint venturesdescribes the costing methodology usedreportable in Section B (including the outside of the United States, of which theto determine the Medicare allowablesurplus or shortfall reported on line 7) and organization is a partner or shareholder,costs reported in the organization’sthe total revenues and costs attributable and any management company,Medicare Cost Report(s), as reflected onto all of the organization’s Medicare 1. For which persons described in 1aline 6. Describe this methodology in Partprograms. and/or 1b below owned, in the aggregate,VI, line 1.

more than 10% of the share of profits ofLine 5. Enter all net patient service The organization must also describe in such partnership or stock of suchrevenue associated with allowable costs Part VI its rationale for treating the corporation:the organization reports in its Medicare amount reported in Part III, line 7, or any
a. persons who were officers,Cost Report(s) for the year, including portion of it, as a community benefit. An

directors, trustees, or key employeespayments for indirect medical education organization’s rationale must have a
of the organization at any time during the(IME) (except for Medicare Advantage reasonable basis. Do not include this
organization’s tax year, andamount in Part I, line 7. Do not includeIME), Medicare disproportionate share

b. physicians who were employed asany Medicare-related expenses orhospital (DSH), outliers, capital, bad debt,
physicians by, or had staff privileges with,revenue properly reported in Part I, lineand any other amounts paid to the
one or more of the organization’s7g or any Medicare-related expenses ororganization on the basis of its Medicare hospitals; andrevenue reported in Part I, line 7f in PartCost Report. Do not include revenue 2. That eitherIII, Section B.related to subsidized health services as

a. provided management servicesreported in Part I, line 7g (see Worksheet
Lines 5, 6, and 7 do not include used by the organization in its provision of6), or direct graduate medical education certain Medicare program medical care, or(GME) as reported in Part I, line 7f (see revenues and costs; and thus may b. provided medical care, or owned or

TIP
Worksheet 5). If the organization has not reflect all of the organization’s provided real property, tangible personalmore than one Medicare provider revenues and costs associated with its property, or intangible property used bynumber, aggregate the revenue participation in Medicare programs. The the organization or by others to provideattributable to costs reported on the organization may describe in Part VI the medical care.Medicare Cost Reports submitted under amounts of any Medicare revenues and
each provider number, and report the costs not included in its Medicare Cost  Examples of such joint ventures and
aggregate revenues on line 5. Report(s) for the year (for example, management companies include:

revenues and costs for freestanding • An ancillary joint venture formed by theLine 6. Enter all Medicare allowable ambulatory surgery centers, physician organization and its officers or physicianscosts reported in the organization’s services billed by the organization, clinical to conduct an exempt or unrelated
Medicare Cost Report(s), except those laboratory services, and revenues and business activity,
already reported in Part I, line 7g costs of Medicare Part C and Part D • A company owned by the
(subsidized health services) and costs programs.) The organization may report organization’s officers or physicians that
associated with direct GME already in Part VI a reconciliation of amounts owns and leases to the organization a
reported in Part I, line 7f (health reportable in Section B (including the hospital or other medical care facility, and
professions education). This can be surplus or shortfall reported on line 7) and • A company that owns and leases to
determined using Worksheet B. If all of the organization’s total revenues entities other than the organization
Worksheet B is not used, the organization and total expenses attributable to diagnostic equipment or intellectual
still must subtract the costs attributable to Medicare programs. property used to provide medical care.
subsidized health services and direct

Note. Do not include publicly tradedIf the organization received any priorGME from the Medicare allowable costs it
entities or entities whose sole income isyear settlements for Medicare-relatedenters on line 6. If the organization has
passive investment income from interestservices in the current taxable year, it canmore than one Medicare provider
or dividends.provide an explanation in Part VI.number, it should aggregate the costs

reported in the Medicare Cost Reports Section C.  This section requires For purposes of Part IV, the aggregate
submitted under each provider number reporting of the organization’s written debt percentage share of profits or stock
and report the aggregate costs on line 6. collection policy. ownership percentage of officers,
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directors, trustees, key employees, and services, diagnostic X-ray services, of calculating the percentage in this
physicians who are employed as clinical laboratory services, operating column.
physicians by, or have staff privileges room services, and pharmacy services. Part I, line 7. Provide an explanation
with, one or more of the organization’s “Children’s hospital” is a center for of the costing methodology used to
hospitals is measured as of the earlier of provision of health care to children, and calculate the amounts reported in the
the close of the tax year of the includes independent acute care Table. If a cost accounting system was
organization or the last day the children’s hospitals, children’s hospitals used, indicate whether the cost
organization was a member of the joint within larger medical centers, and accounting system addresses all patient
venture. All stock, whether common or independent children’s specialty and segments (for example, inpatient,
preferred, is considered stock for rehabilitation hospitals. outpatient, emergency room, private
purposes of determining the stock insurance, Medicaid, Medicare,“Teaching hospital” is a hospital thatownership percentage. Provide all the uninsured, or self pay). Also, indicateprovides training to medical students,information requested below for each whether a cost-to-charge ratio was usedinterns, residents, fellows, nurses, orsuch entity. for any of the figures reported in theother health professionals and providers,Column (a). State the full legal name of Table. Describe whether thisprovided that such educational programsthe entity. cost-to-charge ratio was derived fromare accredited by the appropriate national

Worksheet 2, Ratio of Patient CareColumn (b). Describe the primary accrediting body.
Cost-to-Charges, and, if not, what kind ofbusiness activity or activities conducted

“Critical access hospital” (CAH) is a cost-to-charge ratio was used and how itby the management company, joint
hospital designated as a CAH by a state was derived. If some other costingventure, or separate entity.
that has established a State Medicare methodology was used besides a costColumn (c).  Enter the organization’s Rural Hospital Flexibility Program in accounting system, cost-to-charge ratio,percentage share of profits in the accordance with Medicare rules. or a combination of the two, describe thepartnership, or stock in the entity that is

method used.“Research facility” is a facility thatowned by the organization.
conducts research. Part III, line 4. Provide the rationaleColumn (d). Enter the percentage share

and the costing methodology used toof profits or stock in the entity owned by “ER–24 hours” refers to a facility that
determine the amount reported in Part III,all of the organization’s current officers, operates an emergency room 24 hours a
lines 2 and 3. Describe how thedirectors, trustees, or key employees. day, 365 days a year.
organization accounts for discounts andColumn (e).  Enter the percentage share “ER–other” refers to a facility that payments on patient accounts inof profits or stock in the entity owned by operates an emergency room for periods determining bad debt expense. Alsoall physicians who are employees less than 24 hours a day, 365 days a describe the method the organizationpracticing as physicians or who have staff year. uses to determine the amount thatprivileges with one or more of the
reasonably could be attributable toComplete the “Other (Describe)”organization’s hospitals.
patients who likely would qualify forcolumn for each type of health care

If a physician described above is also financial assistance under the hospital’sfacility (for example, outpatient physician
a current officer, director, trustee, or key charity care policy, if sufficient informationclinic, long-term acute care facility,
employee of the organization, include his had been available to make adiagnostic center, rehabilitation clinic,
or her profits or stock percentage in determination of their eligibility.skilled nursing facility, etc.) that the
column (d). Do not include in column (e). organization owns or operates that is not Also, provide, if applicable, the text of

described in the other columns of Part V. the footnote to the organization’s financialPart V. Facility Information
statements that describes bad debtPart VI. Supplemental(Required for 2008) expense. If the organization’s financial
statements include a footnote on theseComplete Part V by providing in column Information (Optional for
issues that also includes other(a), the name and address of each of the

2008) information, report only the relevantorganization’s facilities that, at any time
portions of the footnote. If theduring the tax year, was required to be Line 1. Provide the supplemental
organization’s financial statements do notlicensed, registered, or similarly information for the following parts.
contain such a footnote, state that therecognized as a health care facility under

Part I, line 3c. If applicable, describe organization’s financial statements do notstate law, whether such facility is
the income-based criteria for determining include such a footnote, and explain howoperated directly by the organization or
eligibility for free or discounted care under the financial statements account for badindirectly through a disregarded entity or
the organization’s charity care policy. Also debt, if at all.joint venture taxed as a partnership. For
describe whether the organization useseach facility in column (a), check the Part III, line 8. Describe the costingan asset test or other threshold,columns applicable to that facility. methodology used to determine theregardless of income, to determineThe organization must list in Part VI, Medicare allowable costs reported in theeligibility for free or discounted care.line 1 the number of each type of facility organization’s Medicare Cost Report, as

Part I, line 6a.  If the organization’sother than those required to be licensed, reflected in the amount reported in Part
community benefit report is contained in aregistered, or similarly recognized as a III, line 6. Describe, if applicable, the
report prepared by a relatedhealth care facility under state law (for extent to which any shortfall reported in
organization, rather than in a separateexample, 2 rehabilitation clinics, 4 Part III, line 7, should be treated as a
report prepared by the organization,diagnostic centers, 3 skilled nursing community benefit, and the rationale for
identify the related organization.facilities, etc.). the organization’s position.

Part I, line 7g. If applicable, describe“Licensed hospital” is a facility Part III, line 9b. If the organization
whether the organization included aslicensed, registered, or similarly has a written debt collection policy and
subsidized health services any costsrecognized by a state as a hospital. answered “Yes,” to Part III, line 9b,
attributable to a physician clinic, and“General medical and surgical” refers describe the collection practices set forth
report such costs the organizationto a hospital primarily engaged in in the policy that apply to patients who it
included.providing diagnostic and medical knows qualify for charity care or financial

treatment (both surgical and nonsurgical) Part I, line 7, column (f). If assistance, whether or not such practices
to inpatients with a wide variety of applicable, state the bad debt expense apply specifically to such patients or more
medical conditions, and that may provide included on Form 990, Part IX, line 25, broadly to also cover other types of
outpatient services, anatomical pathology column (A), but subtracted for purposes patients.
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Part V.  List the number of each type in Part II, promote the health of the Line 3. Multiply line 1 by line 2, or enter
of facility, other than those required to be community or communities the estimated cost based on the
licensed, registered, or similarly organization serves. organization’s cost accounting.
recognized as a health care facility under Organizations with a cost accountingLine 6. Provide any other information
state law (for example, 2 rehabilitation system or a cost accounting method moreimportant to describing how the
clinics, 4 diagnostic centers, 3 skilled accurate than the ratio of patient careorganization’s hospitals or other health
nursing facilities, etc.). cost to charges from Worksheet 2 maycare facilities further its exempt purpose
Line 2.  Describe whether, and, if so, rely on that system or method to estimateby promoting the health of the community
how, the organization assesses the health charity care cost.or communities, including but not limited
care needs of the community or to whether:

Line 4. Enter the Medicaid/providercommunities it serves. • A majority of the organization’s
taxes paid by the organization, ifLine 3. Describe how the organization governing body is comprised of persons
payments received from aninforms and educates patients and who reside in the organization’s primary
uncompensated care pool or DSHpersons who may be billed for patient service area who are neither employees
program in the organization’s home statecare about their eligibility for assistance nor contractors of the organization, nor
are intended primarily to offset the cost ofunder federal, state, or local government family members thereof;

programs or under the organization’s charity care. If such payments are• The organization extends medical staff
charity care policy. For example, state privileges to all qualified physicians in its primarily intended to offset the cost of
whether the organization posts its charity community for some or all of its Medicaid services, then report this
care policy, or a summary thereof, and departments; and amount on Worksheet 3, line 4, column
financial assistance contact information in • How the organization applies surplus (A). If the primary purpose of such taxes
admissions areas, emergency rooms, and funds to improvements in patient care, or payments has not been made clear by
other areas of the organization’s facilities medical education, and research. state regulation or law, then the
where eligible patients are likely to be organization may allocate portions ofLine 7. If the organization is part of anpresent; provides a copy of the policy, or such taxes or payments proportionatelyaffiliated health care system, describe thea summary thereof, and financial between Worksheet 1, line 4, andrespective roles of the organization andassistance contact information to patients Worksheet 3, line 4, column (A) based onits affiliates in promoting the health of theas part of the intake process; provides a communities served by the system. For a reasonable estimate of which portionscopy of the policy, or a summary thereof, purposes of this question, an “affiliated are intended for charity care andand financial assistance contact health care system” is a system that Medicaid, respectively. “Medicaid providerinformation to patients with discharge includes affiliates under common taxes” means amounts paid or transferredmaterials; includes the policy, or a governance or control, or that cooperate by the organization to one or more statessummary thereof, along with financial in providing health care services to their as a mechanism to generate federalassistance contact information, in patient community or communities. Medicaid DSH funds (the cost of the taxbills; or discusses with the patient the

generally is promised back toLine 8. Identify all states with which theavailability of various government
organizations either through an increaseorganization files (or a relatedbenefits, such as Medicaid or state
in the Medicaid reimbursement rate ororganization files on its behalf) aprograms, and assists the patient with

community benefit report. Report only through direct appropriation).qualification for such programs, where
those states in which the organization’sapplicable.

Line 6. “Revenue from uncompensatedown community benefit report is filed,Line 4. Describe the community or
care pools or programs” means paymentseither by the organization itself or by acommunities the organization serves,
received from a state, including Medicaidrelated organization on thetaking into account the geographic
DSH funds, as direct offsetting revenueorganization’s behalf.service area(s) (for example, urban,
for charity care or to enhance Medicaidsuburban, rural, etc.), the demographics
reimbursement rates for DSH providers. Ifof the community or communities (for
such payments are primarily intended toWorksheet 1. Charity Careexample, population, average income,
offset the cost of Medicaid services, thenpercentages of community residents with at Cost (Part I, Line 7a) report this amount on Worksheet 3, line 7,incomes below the federal poverty

Refer to instructions to Part I for the column (A). If the primary purpose of suchguideline, percentage of the hospital’s
definition of charity care. payments has not been made clear byand community’s patients who are

state regulation or law, then theuninsured or Medicaid recipients, etc.), Line 1. Enter the gross patient charges
organization may allocate portions ofthe number of other hospitals serving the written off to charity care pursuant to the

community or communities, and whether such payments proportionately betweenorganization’s charity care policies.
one or more federally-designated Worksheet 1, line 6, and Worksheet 3,“Gross patient charges” means the total
medically underserved areas or line 7, column (A) based on a reasonablecharges at the organization’s full
populations are present in the community. estimate of which portions are intendedestablished rates for the provision of

for charity care and Medicaid,Line 5. Describe how the organization’s patient care services before deductions
respectively.community building activities, as reported from revenue are applied.

-7-



Page 8 of 15 Instructions for Schedule H (Form 990) 12:06 - 11-DEC-2008

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

Worksheet 1. Charity Care at Cost (Part I, line 7a) Keep for Your Records

Gross patient charges

1. Amount of gross patient charges written off pursuant to charity care policies . . . . . . . . . . . . . . . 1.

Total community benefit expense

2. Ratio of patient care cost to charges (from Worksheet 2, if used) . . . . . . . . . . . . . . . . . . . . . . . 2.

3. Estimated cost (multiply line 1 by line 2, or obtain from cost accounting) . . . . . . . . . . . . . . . . . . 3.

4. Medicaid provider taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

5. Total community benefit expense (add lines 3 and 4; enter on Part I, line 7a, column (c)) . . . . . . 5.

Direct offsetting revenue

6. Revenues from uncompensated care pools or programs (enter on Part I, line 7a, column
(d)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.

7. Net community benefit expense (subtract line 6 from line 5; enter on Part I, line 7a, column
(e)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Total expense (enter amount from Form 990, Part IX, Line 25, column (A), and include the
organization’s share of joint venture expenses.) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

9. Percent of total expense (divide line 7 by line 8; enter on Part I, line 7a, column (f)) . . . . . . . . . . 9. %

the organization in Part I, lines 7e, 7f, 7h, Part I, lines 7a, 7b, 7c, and 7g, column
(c), if the organization has not relied onand 7i, column (c), so these expenses areWorksheet 2. Ratio of
the ratio of patient care cost to chargesnot double-counted when the ratio of

Patient Care Cost to from this worksheet to determine thesepatient care cost to charges is applied.
expenses, but rather has relied on a costCharges Also include in line 4 the total accounting system or other cost

Worksheet 2 may be used to calculate the community benefit expense reported on accounting method to estimate costs of
organization’s ratio of patient care cost to
charges.

Worksheet 2. Ratio of Patient CareLine 1. Enter the organization’s total Cost to Chargesoperating expenses (excluding bad debt
(may be used forexpense) from its most recent audited
other worksheets) Keep for Your Recordsfinancial statement.

Line 2. Enter the cost of non-patient
care activities. “Non-patient care

Patient Care Costactivities” include health care operations
that generate “other operating revenue” 1. Total operating expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.
such as non-patient food sales, supplies
sold to non-patients, and medical records Less Adjustmentsabstracting. The cost of non-patient care
activities does not include any total 2. Non-patient care activities . . . . . . . . . . . . . . . 2.
community benefit expense reported on

3. Medicaid provider taxes . . . . . . . . . . . . . . . . . 3.Worksheets 1 through 8.
If the organization is unable to 4. Total community benefit expense . . . . . . . . . . 4.

establish the cost associated with
5. Total community building expense . . . . . . . . . 5.non-patient care activities, the

organization can use other operating 6. Total adjustments (add lines 2–5) . . . . . . . . . . . . . . . . . . . . 6.revenue from its most recent audited
financial statement as a proxy for these 7. Adjusted patient care cost (subtract line 6 from line 1) . . . . . . 7.
costs. This proxy assumes no markup
exists for other operating revenue Patient Care Charges
compared to the cost of non-patient care
activities. Alternatively, if other operating 8. Gross patient charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
revenue provides a markup compared to

Less: Adjustmentsthe cost of non-patient care activities, the
organization can assume such a markup 9. Gross charges for community benefit programs . . . . . . . . . . . . 9.
exists when completing line 2.

10. Adjusted patient care charges (subtract line 9 from line 8) . . . . . 10.Line 3. Enter the Medicaid provider
taxes paid by the organization included Calculation of Ratio of Patient Care Costs to
on line 1, so this expenditure is not Charges
double-counted when the ratio of patient
care cost to charges is applied. 11. Ratio of patient care cost to charges (divide line 7 by line 10;

report on the applicable lines of Worksheets 1, 3, or 6) . . . . . . . 11. %Line 4. Enter the sum of the total
community benefit expenses reported by
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charity care, Medicaid or other • Other federal, state, or local health careWorksheet 3.means-tested government programs, or programs.
subsidized health services. Unreimbursed Medicaid Line 1, column (A). Enter the gross
Line 5. Enter the gross expense of patient charges for Medicaid services.and Other Means-Testedcommunity building activities reported in Include gross patient charges for all
Part II of Schedule H (Form 990). Medicaid recipients, including thoseGovernment Programs
Line 9. Enter the gross patient charges enrolled in managed care plans. In certain(Part I, lines 7b and 7c)for any community benefit activities or states, SCHIP functions as an expansion

Use Worksheet 3 to report the net cost ofprograms for which the organization has of the Medicaid program, and
Medicaid and other means-testednot relied on the ratio of patient care cost reimbursements from SCHIP are not
government programs. A “means-testedto charges from this worksheet to distinguishable from regular Medicaid
government program” is a governmentdetermine the expenses of such activities reimbursements. Hospitals that cannot
program for which eligibility depends onor programs. For example, if the distinguish their SCHIP reimbursements
the recipient’s income or asset level.organization uses a cost accounting from their Medicaid reimbursements may

system or another cost accounting report SCHIP charges, costs, and
“Medicaid” means the United Statesmethod to estimate total community offsetting revenue under column (A).

health program for individuals andbenefit expense for Medicaid or any other Line 1, column (B). Enter the amount offamilies with low incomes and resources.means-tested government programs, gross patient charges for other“Other means-tested governmententer gross charges for those programs in means-tested government programs.programs” means government-sponsoredline 9.
health programs where eligibility for Line 3, column (A). Enter the estimated
benefits or coverage is determined by cost for Medicaid services. Multiply line 1,
income or assets. Examples include: column (A) by line 2, column (A), or enter
• The State Children’s Health Insurance estimated cost based on the
Program (SCHIP), a United States organization’s cost accounting system or
federal government program that gives method. Organizations with a cost
funds to states in order to provide health accounting system or a cost accounting
insurance to families with children; and method more accurate than the ratio of

Worksheet 3. Unreimbursed Medicaid and Other Means-Tested
Government Programs
(Part I, lines 7b and 7c) Keep for Your Records

(B)
 (A) Other means-tested

Medicaid government
programs

1. Gross patient charges from the programs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

Total Community Benefit Expense

2. Ratio of patient cost to charges (from Worksheet 2, if used) . . . . . . . . . . . . . . . . . . . . 2. % %

3. Cost (multiply line 1 by line 2, or obtain from cost accounting) . . . . . . . . . . . . . . . . . . . 3.

4. Medicaid provider taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

5. Total community benefit expense (add lines 3 and 4; enter amount from column (A) on
Part I, line 7b, column (c); and enter amount from column (B) on Part I, line 7c, column
(c)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

Direct Offsetting Revenue

6. Net patient service revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.

7. Payments from uncompensated care pools or programs . . . . . . . . . . . . . . . . . . . . . . 7.

8. Other revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

9. Total direct offsetting revenue (add lines 6 through 8; enter amount from column (A) on
Part I, line 7b, column (d) and enter amount from column (B) on Part I, line 7c, column
(d)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Net community benefit expense (subtract line 9 from line 5; enter amount from column
(A) on Part I, line 7b, column (e); enter amount from column (B) on Part I, line 7c, column
(e)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.

11. Total expense (enter amount from Form 990, Part IX, line 25, Column (A), and include
the organization’s share of all joint ventures, in both columns (A) and (B)) . . . . . . . . . . . 11.

12. Percent of total expense (line 10 divided by 11; enter amount from column (A) on Part I,
line 7b, column (f); enter amount from column (B) on Part I, line 7c, column (f)) . . . . . . . 12. % %
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patient care cost to charges from consistently with the way the Medicaid • A community needs assessment
Worksheet 2 may rely on that system or program in the hospital’s home state developed or accessed by the
method to estimate the cost of Medicaid classifies the funds. organization.
services. Organizations relying on a cost • Documentation that demonstratedLine 7, column (A). Enter revenue
accounting system or method other than community need or a request from areceived from uncompensated care pools
the ratio of patient care cost to charges public agency or community group wasor programs if payments received from an
from Worksheet 2 should use care not to the basis for initiating or continuing theuncompensated care pool or Medicaid
double-count community benefit activity or program.DSH program in the organization’s home
expenses fully accounted for elsewhere • The involvement of unrelated,state are intended primarily to offset the
on Schedule H (Form 990) Part I, line 7, collaborative tax-exempt or governmentcost of Medicaid services. If such
such as the cost of health professions organizations as partners in the activity orpayments are primarily intended to offset
education, community health program.the cost of charity care, then report this
improvement services, community benefit amount on Worksheet 1, line 6. If the Community benefit activities or
operations, subsidized health services, primary purpose of such payments has programs also seek to achieve objectives,
and research. not been made clear by state regulation including improving access to health
Line 3, column (B). Enter the estimated or law, then the organization may allocate services, enhancing public health,
cost for services provided to patients who portions of such payments proportionately advancing generalizable knowledge, and
receive health benefits from other between Worksheet 1, line 6, and relief of government burden. This includes
means-tested government programs. Worksheet 3, line 7, column (A), based on activities or programs that do the

a reasonable estimate of which portions following.Line 4, column (A). Enter the Medicaid
are intended for charity care and • Are available broadly to the public andprovider taxes paid by the organization if
Medicaid, respectively. serve low-income consumers.payments received from an

• Reduce geographic, financial, oruncompensated care pool or Medicaid
Worksheet 4. Community cultural barriers to accessing healthDSH program in the organization’s home

services, and if ceased to exist wouldstate are intended primarily to offset the Health Improvement result in access problems (for example,cost of Medicaid services. If such
longer wait times or increased travelpayments are primarily intended to offset Services and Community
distances).the cost of charity care, then report this Benefit Operations (Part I, • Address federal, state, or local publicamount on Worksheet 1, line 4. If the
health priorities such as eliminatingprimary purpose of such taxes or Line 7e)
disparities in health care among differentpayments has not been made clear by Use Worksheet 4 to report the net cost of populations.state regulation or law, then the community health improvement services • Leverage or enhance public healthorganization may allocate portions of and community benefit operations. department activities such as childhoodsuch taxes or payments proportionately

“Community health improvement immunization efforts.between Worksheet 1, line 4, and
services” means activities or programs • Otherwise would become theWorksheet 3, line 4, column (A), based on
carried out or supported for the express responsibility of government or anothera reasonable estimate of which portions
purpose of improving community health tax-exempt organization.are intended for charity care and
that are subsidized by the health care • Advance generalizable knowledgeMedicaid, respectively.
organization. Such services do not through education or research thatLine 6, column (A). Enter the net generate inpatient or outpatient bills, benefits the public.patient service revenue for Medicaid although there may be a nominal patientservices, including revenue associated Lines 1a–j, column (A). Enter thefee or sliding scale fee for these services.with Medicaid recipients enrolled in name of each reported community health

“Community benefit operations” meansmanaged care plans. Do not include improvement activity or program and total
activities associated with communityMedicaid reimbursement for direct community benefit expense for each.
health needs assessments as well asgraduate medical education (GME) costs, Include both direct costs and indirect
community benefit planning andwhich should be reported on Worksheet costs in total community benefit expense.
administration. Community benefit5, line 9. Include Medicaid reimbursement Use additional worksheets if the
operations also include the organization’sfor indirect GME costs, including the organization reports more than 10
activities associated with fundraising orindirect IME portion of children’s health community health improvement activities
grant-writing for community benefitGME. The direct portion of children’s or programs.
programs.health GME should be reported on Lines 3a–d, column (A). Enter the

Activities or programs may not beWorksheet 5, line 10. “Net patient service name of each reported community benefit
reported if they are provided primarily forrevenue” means payments expected to operations activity or program and total
marketing purposes and the program isbe received from patients or third-party community benefit expense for each.
more beneficial to the organization than topayers for patient services performed Include both direct costs and indirect
the community; for instance, if the activityduring the year. “Net patient service costs in total community benefit expense.
or program is designed primarily torevenue ”also includes revenue recorded Use additional worksheets if the
increase referrals of patients within the organization’s audited financial organization reports more than four
third-party coverage, required forstatements for services performed during community benefit operations activities or
licensure or accreditation, or restricted toprior years. Organizations may disclose in programs.
individuals affiliated with the organization.Part VI the amount of prior year Medicaid

Report total community benefitrevenue included in Part I, line 7b. To be reported, community need for expense, direct offsetting revenue, andAmounts received from the Medicaid the activity or program must be net community benefit expense for eachprogram as “reimbursement for direct established. Community need may be line item.GME” or IME should be treated demonstrated through the following.
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Worksheet 4. Community Health Improvement Services and Community
Benefit Operations (Part I, line 7e) Keep for Your Records

(C)
(A) Net community

Total (B) benefit expense
community Direct (subtract col. (B)

benefit offsetting from col. (A) for
expense revenue lines 1–5)

1. Community Health Improvement Services

a. 1a.

b. 1b.

c. 1c.

d. 1d.

e. 1e.

f. 1f.

g. 1g.

h. 1h.

i. 1i.

j. 1j.

2. Worksheet subtotal (add lines 1a through 1j) . . . . . . . . . . . . . . . . . 2.

3. Community Benefit Operations

a. 3a.

b. 3b.

c. 3c.

d. 3d.

4. Worksheet subtotal (add lines 3a through 3d) . . . . . . . . . . . . . . . . 4.

5. Worksheet total (add lines 2 and 4; enter amounts from columns (A),
(B), and (C) on Part I, line 7e, columns (c), (d), and (e), respectively) 5.

6. Total expense (enter amount from Form 990, Part IX, Line 25,
column (A) and include the organization’s share of joint venture
expenses) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.

7. Percent of total expense (line 5, column (C) divided by line 6; enter
amount on Part I, line 7e, column (f) . . . . . . . . . . . . . . . . . . . . . . . . 7. %

professional, as required by state law, or health professionals in the broader
Worksheet 5. Health continuing education necessary to retain community. Costs for medical residents

state license or certification by a board in and interns may be included, even if theyProfessions Education the individual’s health profession are considered “employees” for purposes
specialty. It does not include education or of Form W-2, Wage and Tax Statement.(Part I, Line 7f)
training programs available exclusively to Examples of health professionsUse Worksheet 5 to report the net cost of
the organization’s employees and medical education activities or programs thathealth professions education.
staff or scholarships provided to those should and should not be reported are as
individuals. However, it does include follows.“Health professions education” means
education programs if the primaryeducational programs that result in a
purpose of such programs is to educatedegree, certificate, or training necessary

to be licensed to practice as a health
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Activity or Example Worksheet 5. Health Professions
Program Report Rationale Education (Part I, line

7f) Keep for Your RecordsScholarships Yes More benefit
for community to community
members than

organization Totals

Scholarships No More benefit Total Community Benefit Expense
for staff to

1. Medical students . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.members organization
than

2. Interns, residents, and fellows . . . . . . . . . . . . . . . . . . . . 2.community

3. Nursing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.Continuing Yes Accessible to
medical all qualified

4. Other allied health professions . . . . . . . . . . . . . . . . . . . . 4.education for physicians
community 5. Continuing health professions education . . . . . . . . . . . . . 5.
physicians

6. Other students . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
Continuing No Restricted to
medical own medical 7. Total community benefit expense (add lines 1 through 6;
education for staff members enter on Part I, line 7f, column (c)) . . . . . . . . . . . . . . . . . 7.
own medical
staff Direct offsetting revenue

Nurse Yes More benefit 8. Medicare reimbursement for direct GME . . . . . . . . . . . . . 8.
education if to community

9. Medicaid reimbursement for direct GME . . . . . . . . . . . . . 9.graduates are than
free to seek organization

10. Continuing health professions education reimbursement/employment
tuition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.at any

organization
11. Other revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.

Nurse No Program
12. Total direct offsetting revenue (add lines 8 through 11;education if designed

enter on Part I, line 7f, column (d)) . . . . . . . . . . . . . . . . . 12.graduates are primarily to
required to benefit the

13. Net community benefit expense (line 7 minus line 12;become the organization
enter on Part I, line 7f, column (e)) . . . . . . . . . . . . . . . . . 13.organization’s

employees 14. Total expense (enter amount from Form 990, Part IX, Line
25, column (A), and include the organization’s share of joint
venture expenses) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.Lines 1–6. Include both direct and

indirect costs. Direct costs of health
Percent of total expense (line 13 divided line 14; enterprofessions education do not include 15. amount on Part I, line 7f, column (f)) . . . . . . . . . . . . . . . . 15. %costs related to Ph.D. students and

post-doctoral students, which are to be
reported on Worksheet 7, Research.

education open to all qualified individuals Medicaid and Other Means-TestedDirect costs of health professions
in the community, including payment for Government Programs.education include the following.
development of online or other• Stipends, fringe benefits of interns, Line 10. Enter revenue received for
computer-based training accepted asresidents, and fellows in accredited continuing health professions education
continuing health professions educationgraduate medical education programs. reimbursement or tuition.
by the relevant professional organization.• Salaries and fringe benefits of faculty

Line 11. Enter other revenue received• Scholarships provided by thedirectly related to intern and resident
for continuing health professionsorganization to community members.education.
education activities.• Salaries and fringe benefits of faculty Line 8. Enter Medicare reimbursement

directly related to teaching of medical for direct GME, including reimbursement
students. Worksheet 6. Subsidizedfor approved nursing and allied health• Salaries and fringe benefits of faculty education activities and direct GME Health Services (Part I,directly related to teaching of students reimbursement received for services
enrolled in nursing programs that are Line 7g)provided to Medicare Advantage patients.
licensed by state law or, if licensing is not For a children’s hospital that receives Use Worksheet 6 to calculate the net costrequired, accredited by the recognized children’s GME payments from HRSA, of subsidized health services. Completenational professional organization for the count that portion of the payment Worksheet 6 for each subsidized healthparticular activity. equivalent to Medicare direct GME. Do service and report in Part I the total for all• Salaries and fringe benefits of faculty not include indirect GME reimbursement subsidized health services combined.directly related to teaching of students provided by Medicare.
enrolled in allied health professions “Subsidized health services” means
education programs, licensed by state law Line 9. Enter Medicaid reimbursement clinical services provided despite a
or, if licensing is not required, accredited for direct GME, including only that portion financial loss to the organization. The
by the recognized national professional of Medicaid GME payment equivalent to financial loss is measured after removing
organization for the particular activity, Medicare GME and that can be explicitly losses, measured by cost, associated
including, but not limited to, programs in segregated by the organization from other with bad debt, charity care, Medicaid and
pharmacy, occupational therapy, Medicaid net patient revenue. Do not other means-tested government
dietetics, and pastoral care. include indirect GME reimbursement programs. Losses attributable to these
• Salaries and fringe benefits of faculty provided by Medicaid, which is to be items are not included when determining
for teaching continuing health professions reported on Worksheet 3. Unreimbursed which clinical services are subsidized
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health services because they are reported as anesthesiology, radiology, and cost to charges from Worksheet 2 may
as community benefit elsewhere in Part I laboratory departments. Subsidized rely on that system or method to estimate
or as bad debt in Part III. Losses health services include services or care the cost of each subsidized health
attributable to these items are also provided by physician clinics and skilled service.
excluded when measuring the losses nursing facilities if such clinics or facilities
generated by the subsidized health satisfy the general criteria for subsidized Worksheet 7. Research
services. In addition, in order to qualify as health services. An organization that

(Part I, Line 7h)a subsidized health service, the includes any costs associated with
organization must provide the service physician clinics as subsidized health Use Worksheet 7 to report the net cost of
because it meets an identified community services in Part I, line 7g, must describe research conducted by the organization.
need. A service meets an identified that it has done so and report in Part VI Research means any study or
community need if it is reasonable to such costs included in Part I, line 7g, line investigation the goal of which is to
conclude that if the organization no longer 1. generate generalizable knowledge made
offered the service, the service would be Line 3, columns (A)–(D). Enter the available to the public such as knowledge
unavailable in the community, the estimated cost for each subsidized health about underlying biological mechanisms
community’s capacity to provide the service. For column (B), enter bad debt of health and disease, natural processes,
service would be below the community’s amounts attributable to the subsidized or principles affecting health or illness;
need, or the service would become the health service measured by cost. For evaluation of safety and efficacy of
responsibility of government or another column (C), enter amounts attributable to interventions for disease such as clinical
tax-exempt organization. the subsidized health service for patients trials and studies of therapeutic protocols;

Subsidized health services generally who are recipients of Medicaid and other laboratory-based studies; epidemiology,
include qualifying inpatient programs such means-tested government programs health outcomes, and effectiveness;
as neonatal intensive care, addiction measured by cost. For column (D), enter behavioral or sociological studies related
recovery, and inpatient psychiatric units, charity care amounts attributable to the to health, delivery of care, or prevention;
and ambulatory programs such as subsidized health service measured by studies related to changes in the health
emergency and trauma services, satellite cost. Multiply line 1 by line 2 or enter care delivery system; and communication
clinics designed to serve low-income estimated cost based on the of findings and observations, including
communities, and home health programs. organization’s cost accounting. publication in a medical journal. The
Subsidized health services generally Organizations with a cost accounting organization may include the cost of
exclude ancillary services that support system or a cost accounting method more internally funded research it conducts, as
inpatient and ambulatory programs such accurate than the ratio of patient care well as the cost of research it conducts

Worksheet 6. Subsidized Health Services (Part I, line 7g) Keep for Your Records

(E)(A) (C) Totals Total Medicaid and (subtractsubsidized (B) other (D) columns (B),health Bad debt means-tested Charity care (C), and (D)service government from columnprogram programs (A))

Program Name: ______________________________

1. Gross patient charges from program(s) . . . . . . . . . . 1.

Total community benefit expense

2. Ratio of patient cost to charges (from Worksheet 2, if
used) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2. % % % % %

3. Cost (multiply line 1 by line 2, or obtain from cost
accounting; enter column (E) on Part I, line 7g, column
(c)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.

Direct offsetting revenue

4. Net patient service revenue . . . . . . . . . . . . . . . . . . 4.

5. Other revenue . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

6. Total direct offsetting revenue (add lines 4 and 5; enter
column (E) on Part I, line 7g, column (d)). . . . . . . . . 6.

7. Net community benefit expense (subtract line 6 from
line 3; enter column (E) on Part I, line 7g, column (e)) 7.

8. Total expense (enter amount from Form 990, Part IX,
line 25, column (A), and include the organization’s
share of joint venture expenses) . . . . . . . . . . . . . . 8. $

9. Percent of total expense (line 7, column (E) divided
by line 8; enter on Part I, line 7g, column (f)) . . . . . . 9. %
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Worksheet 7. Research (Part I, line 7h) Keep for Your Records

Total Community Benefit Expense

1. Direct costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

2. Indirect costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.

3. Total community benefit expense (add lines 1 and 2; enter on Part I, line 7h, column (c)) . . . . . . . . 3.

Direct Offsetting Revenue

4. Other revenue (enter on Part I, line 7h, column (d)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

5. Net community benefit expense (subtract line 4 from line 3; enter on Part I, line 7h,, column (e)) 5.

6. Total expense (enter amount from Form 990, Part IX, Line 25, column (A), and include the
organization’s share of joint venture expenses.) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.

7. Percent of total expense (divide line 5 by line 6; enter on Part I, line 7h, column (f)) . . . . . . . . . . . . 7. %

funded by a tax-exempt or government grant was from a related organization, groups (such as for meetings), and the
entity. as illustrated in the examples below. financial value (generally measured at

cost) of donated food, equipment, and
The organization cannot include in supplies.“Cash and in-kind contributions”Part I, line 7h, the direct or indirect costs means contributions made by theof research funded by an individual or an organization to health care organizations Report cash contributions and grantsorganization that is not a tax-exempt or and other community groups restricted to made by the organization to entities andgovernment entity. However, the one or more of the community benefit community groups that share theorganization can describe in Part VI any activities described in the table in Part I, organization’s goals and mission. Do notresearch it conducts that is not funded by line 7(and the related worksheets and report cash or in-kind contributionstax-exempt or government entities, instructions). “In-kind contributions” contributed by employees, or emergencyincluding the cost of such research, the include the cost of hours donated by staff funds provided by the organization to theidentity of the funder, how the results of to the community while on the organization’s employees; loans,such research are made available to the organization’s payroll, indirect cost of advances, or contributions to the capitalpublic, if at all, and whether the results space donated to tax-exempt community of another organization; or unrestrictedare made available to the public at no

cost or nominal cost.
Worksheet 8. Cash and In-Kind

Examples of costs of research Donations toinclude, but are not limited to, salaries Community Groupsand benefits of researchers and staff,
(Part I, line 7i) Keep for Your Recordsincluding stipends for research trainees

(Ph.D. candidates or fellows); facilities for
collection and storage of research, data,

(A) (B)and samples; animal facilities; equipment;
Cash In-kindsupplies; tests conducted for research

contrib- contrib- (C)rather than patient care; statistical and
computer support; compliance (for utions utions Total
example, accreditation for human
subjects protection, biosafety, HIPAA, 1. Total community benefit expense
etc.); and dissemination of research (enter amount from column (C) on
results. Part I, line 7i, column (c)) . . . . . . . . 1.
Line 1. For Worksheet 7, organizations
should define direct costs pursuant to Direct Offsetting Revenueguidelines and definitions published by
the National Institutes of Health. 2. Other revenue (enter amount from

column (C) on Part I, line 7i, columnLine 2. For Worksheet 7, organizations
(d)) . . . . . . . . . . . . . . . . . . . . . . . . 2.should define indirect costs pursuant to

guidelines and definitions published by
3. Net community benefit expensethe National Institutes of Health.

(subtract line 2 from line 1; enter on
part I, line 7i, column (e)) . . . . . . . . 3.

Worksheet 8. Cash and
4. Total expense (enter amount fromIn-Kind Contributions to

Form 990, Part IX, Line 25, columnCommunity Groups (Part I, (A), and include the organization’s
share of joint venture expenses) . . . 4.Line 7i)

Use Worksheet 8 to report cash
5. Percent of total expense (dividecontributions or grants and the cost of

line 3 by line 4; enter on Part I, linein-kind contributions. Do not include any
7i, column (f)) . . . . . . . . . . . . . . . . 5. %contributions funded in whole or in part by

a restricted grant, to the extent that such
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grants or gifts to another organization that cost of conducting the community needs and D. Each of the organizations files a
may, at the discretion of the grantee assessment in Part I, line 7e, column (c) Form 990 and a Schedule H (Form 990).
organization, be used other than to in the year it conducts the needs A makes a restricted grant to B that is
provide the type of community benefit assessment, but A need not report the restricted to one or more of the
described in the table in Part I, line 7. restricted grant from B in Part I, line 7e, community benefit activities described in

column (d). The same result is obtained if the table in Part I, line 7 (and the relatedSpecial rule for grants to joint
B is unrelated to A, or if the grant is worksheets and instructions). A’s grant isventures.  If the organization makes a
unrestricted rather than required to be not funded by a related organization. Bgrant to a joint venture in which it has an
used by A to provide community benefit. makes a restricted grant to C that isownership interest to be used to

funded by A’s restricted grant. C makesaccomplish one of the community benefit Example 2. Use the same facts as in
an unrestricted grant to D that is fundedactivities reportable in the table, in Part I, Example 1, except A may also use the
by B’s restricted grant. Under theseline 7, report the grant on line 7i, but do grant from B to make a grant to another
circumstances, A can report the grant tonot include the organization’s organization (C), which must be used by
B on A’s Schedule H (Form 990), Part I,proportionate share of the amount spent C to provide community benefit. A makes
line 7i, but neither B nor C can report theirby the joint venture on such activities in such a grant to C. A may not report the
respective grants to C and D on Part I,any other part of the Table, to avoid grant to C in Part I, line 7i, because it is
line 7i of their own Schedule H (Formdouble-counting. funded by a related organization, but A
990). If D uses the grant funds to make aneed not report the grant from B in Part I,Example 1. The filing organization
grant restricted to one or more of theline 7, column (d) for any line 7 item. This(A) and foundation (B) are related
community benefit activities described inis the result regardless of whether B andorganizations. B makes a grant to A that
the Table in Part I, D can report the grantC are related organizations.must be used by A to conduct a
on line 7i.community needs assessment in a Example 3. A is a related

community served by A. A may report the organization with respect to each of B, C,
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