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Part 1: November 2024 Election Results
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1. Corporation 

A. Reduction in the corporate income tax rate 

B. Excise tax on compensation >$1M WRT covered persons for Code Section 501(c)(3)’s 

2. Individual income taxation

A. No tax on tips and No tax on Social Security income

B. SALT Cap - $10K

C. Reduced rates

D. Form 1099-K payments 

E. Elimination of FIT and replaced with consumption tax on new purchases 

Post Election Tax Reform – Federal 
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1. Congressional members request delay – 11/5/2024 letter

2. Beneficial ownership information (BOI) reporting requirements

3. Treasury Department’s Financial Crimes Enforcement Network 

(FinCEN)

4. As of 11/1/2025 FinCEN reports it has received just 10 percent of 

required submissions

Corporate Transparency Act (CTA)
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1. Processed, approved and received refunds. 

2. Denied and opportunity to appeal. 

3. Filed, acknowledged and assigned.  

4. Filed and received by the IRS.

5. The future of the ERC?!

Employee Retention Credit (ERC)
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1. Expands access to various energy tax credits making them available to certain tax-exempt and 

government entities; refundable tax credits even if no tax is paid by the organization. 

2. Effective for tax years beginning after December 31, 2022.

3. Refundable production tax credits and investment tax credits for wind, solar, geothermal, combined 

heat and power and other technologies.

4. Refundable electric cars and ambulances tax credit. 

5. Refundable electric charging stations investment tax credit.

6. Energy efficient building deduction under Section 179D.

IRA Clean Energy Tax Credits
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1. What is the current Federal excise tax rate on covered person 

executive comp greater than $1 million for tax-exempt organizations?

a) 15%

b) 18%

c) 21%

d) 24%

Polling Question #1
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Part 2: IRS Update and IRC Section 501(r)



112024 WithumSmith+Brown, PC

 Continued IRS delays 

 Erroneous IRS notices and disallowance of credits and postings due to the 
employer FICA tax deferral and payback one-half on December 31, 2021, and 
the other one-half on December 31, 2022; respectively.

 Erroneous IRS notices, particularly regarding Forms 941 payroll tax filings 
including incorrect late deposits and late filings. 

 Misapplied Tax Deposits

 IRS TE/GE Update

IRS Update
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 Service (Better Taxpayer Experience)

 Issue Resolution (Faster Issue Resolution)

 Enforcement (Smarter Enforcement)

 Modernization (Advanced Technology and Analytics)

 Workforce (Empowered Employees)

 In March 2024, the IRS announced it would conduct examinations to “verify whether tax-
exempt hospitals are complying with their statutory obligations under Internal Revenue 
Code Section 501(c)(3), including community benefit standard, and Section 501(r)”

TE/GE’s Program Letter for FY 2025
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 Started 2,538 total exams; closed 1,606

 74.6% overall change rate

 Started 97 compliance strategy exams (4% of exam starts); closed 187

 65.2% change rate on closed compliance strategy exams

 Started 251 data driven exams (10% of exam starts); closed 492

 67.9% change rate on closed data driven exams

 Started 2,190 referrals, claims and other casework exams (86% of exam 
starts); closed 927

 80% change rate on closed referrals, claims and other casework exams

EO Examination Results FY 2024
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1. IRC Section 501(r) initiatives

2. Form 990 Schedule H Community Benefit and Commonwealth of PA 

municipality challenges to exemption

3. Employment tax

Hospital IRS and Commonwealth of PA 
Areas of Focus
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 IRS Review of Form 990 Schedule H – “desk audits.” 

 Review Schedule H once every three years.

 IRS Review of your website and reconciliation to Form 990 Schedule H

 Part I Community benefit costs and categories,

 Community health needs assessment/implementation plan, and

 Financial assistance policy and billing/collection policy.

 IRS Audits and Examinations

 IRS to audit 35 hospitals with a focus on community benefit compliance.

Schedule H – IRS Initiatives
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Form 4564
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Form 4564
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IRC 501(r)(3) 

1. Current and prior CHNA not posted on hospital website

2. CHNA’s that do not address the impact of actions taken 
since prior CHNA

3. Implementation strategy not posted on hospital website 
(not required; industry best practice recommendation)

IRC 501(r) Most Common Mistakes
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Form 13837
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Form 13837
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Form 13837
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Form 13837
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IRC 501(r)(4)(5) & (6) 

1. No reference to AGB/AGB not updated

2. Lack of LEP translations/all required documents not translated into LEP 
languages

3. Missing provider listing/provider listing not updated

4. No reference to billing & collection policy

5. Reference to appendix/exhibits that do not exist

6. Broken website links

7. FAP information not easily found within website

IRC 501(r) Most Common Mistakes
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1. How often is a tax-exempt hospital required to complete a Community 

Health Needs Assessment and implementation plan?

a) One year

b) Two years

c) Three years

d) Four years 

Polling Question #2
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Part 3: Form 990 Schedule H Community 
Benefit and Commonwealth of PA
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Form 990, Schedule H - Community Benefit
1. Supports Federal, state and local tax-exempt status.

a. Federal 
i. Exempt from corporate income tax
ii. Allows the issuance of tax-exempt borrowings, and
iii. Permitted to receive Federal and state government grants and 

also charitable contributions.
b. State

i. Exempt from corporate income tax 
ii. Exempt from sales and use taxes.

c. Local 
i. Generally, exempt from property (real estate) taxes.

26
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1. November 11, 2024 during their semi-annual meeting. 

2. “Federal and state authorities should toughen enforcement 
of community benefit requirements and penalize or revoke the tax-
exempt status of nonprofit hospitals that "provide little or no 
community benefit," the AMA said in a news release Monday.”

3. The link above is to a Modern Healthcare 3/26/2024 article titled 
“Hospital charity care falls short of nonprofit tax breaks: Lown”.

AMA calls for Tougher Oversight of Nonprofit 
Hospitals
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1. JAMA Network (Journal of the American Medical Association) released study on September 26, 

2024. Researchers at Johns Hopkins Bloomberg School of Public Health, Johns Hopkins Carey 

Business School, and Texas Christian University. Please click here to view the full study.

2. Analyzed financial data from nearly 3,000 U.S. nonprofit hospitals and reported that nonprofit 

hospitals in U.S. received $37.4 billion in tax benefits in 2021.

3. AHA released study shortly thereafter. Please click here to view the full article. Nonprofit hospitals 

tax exemptions amounted to $13.2 Billion in 2020.

4. Nonprofit hospitals provided $129 billion in total benefits to the community, nearly 10 times the 

value of the tax exemptions.

Tax Benefit of US Nonprofit Hospitals
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1. Majority Staff Report of the Senate Health, Education, Labor, and Pensions Committee, chaired by 

Senator Bernie Sanders.

2. Hold tax-exempt hospitals more accountable for the tax benefits they receive and ensure these tax-

exempt hospitals are fulfilling their obligation to provide accessible healthcare in their communities.

3. Reviewed tax documents of 16 of the largest U.S. tax-exempt hospitals and determined:

A. 12 of these 16 hospitals dedicated less than 2% of their revenue to charity care.

B. Six dedicated less than 1% of total revenue to charity care.

C. The 16 hospitals’ CEOs averaged more than $8M in annual compensation in 2021.

Majority Staff Report 10/10/2023
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 The report cites a study that 86% of tax-exempt hospitals spent less on 

charity care than they received in tax benefits between 2011 and 2018.

 Tax-exempt hospitals spent only an estimated $16B on charity care in 

2020, or about 57% of the value of their tax breaks in the same year.

 Tax-exempt hospitals billed $2.7B to patients who would have likely 

been eligible for charity care during 2017.

Majority Staff Report 10/10/2023
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Please click here to view the full article
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1. Operates a full-time emergency room and no one requiring 
emergency care is denied treatment;

2. Uses surplus funds to improve the quality of patient care, expand its 
facilities, and advance its medical training, education, and research 
programs; 

3. Control of the hospital rests with its board of trustees, which is 
composed of independent civic leaders; and

4. Maintains an open medical staff, with privileges available to all 
qualified physicians.

32

IRS Community Benefit Standard 
Rev. Rul. 69-545



withum.com

1. Advance a charitable purpose;

2. Operate entirely free from private profit motive;

3. Donate or render gratuitously a substantial portion of its services

4. Benefit a substantial and indefinite class of persons who are
legitimate subjects of charity; and

5. Relieve the government of some of its burden.

33

Pennsylvania Institutions of Purely Public Charity 
Hospital Utilization Project v. Commonwealth, 507 PA 1 (1985) – “HUP test”
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Form 990, Schedule H, Part I

34
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Schedule H Planning Areas 

1. Health Professionals Education
A. Nurse Residency Program
B. Medical residents; do not include indirect GME reimbursement 

provided by Medicare or Medicaid

2. Subsidized Health Services
A. The service meets an identified community need 
B. Inpatient programs and outpatient programs 
C. Community health needs assessment (CHNA)

35
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1. Starts with Form 990 Schedule H, Part I 

2. AHA model also includes the following from the Schedule H

A. Community Building Activity – Form 990 Schedule H, Part II

B. Bad Debt Expense Attributable To Financial Assistance – Form 990 Schedule 

H, Part III

C. Medicare Shortfall – Form 990 Schedule H, Part III

American Hospital Association
Total Benefits to the Community Model  
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Form 990, Schedule H, Part III

37
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1. Starts with Form 990 Schedule H, Part I 

2. Eliminates  

A. Medicaid shortfall 

B. Health Professionals Education (HPE)

C. Research 

D. Does not recognize AHA additional categories either

3. Fair Share Spending Calculation – 5.9% of a hospital’s expenses

4. PA municipality expert witness 

Lown Institute 
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Community Benefit Standards

39

%Lown%AHA%IRSHospital Example 
1.3913,743,896 1.3913,743,896 1.3913,743,896 Financial assistance 
0.00-5.8657,856,292 5.8657,856,292 Medicaid Shortfall
0.252,509,190 0.252,509,190 0.252,509,190 Community Health Improv Svs
0.00-2.6025,680,253 2.6025,680,253 Health Professions Education
0.716,973,048 0.716,973,048 0.716,973,048 Subsidized Health Services
0.00-0.004,249 0.004,249 Research
0.0013,946 0.0013,946 0.0013,946 Cash and in-kind contributions
2.3523,240,080 10.81106,780,874 10.81106,780,874 Total

0.00-0.292,945,111 0.00-Portion of bad debt 
0.00-4.1540,985,434 0.00-Medicare shortfall

2.35 23,240,080 15.25150,711,419 10.81106,780,874 Total

986,829,689 Total Expenses 

58,222,952 
5.90%

(34,982,872)Lown Fair Share Deficit
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1. Generally, PA REV-72 do not expire; however, charitable, educational, or 
religious institutions may need to be renewed every five years.

2. Commonwealth of PA municipality tax-exemption challenges!

3. Strategies when exemption is challenged:
A. Compliance with HUP
B. IRS Form 990 Schedule H and community benefit 
C. IRS Form 990 Schedule O community benefit statement - narrative
D. American Hospital association total benefits to the community
E. Compensation and benefits are reasonable and FMV; process and procedures
F. Lown test is not the current standard for exemption; their methodology is arbitrary; unreasonable and 

discretionary 
G. Did the hospital lose money during the year(s) in question per 990(s)?

40

Commonwealth of PA Considerations
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All Filed 2020 Schedule Hs[1]Hospital Category

6.90%Financial Assistance, Unreimbursed Medicaid, Unreimbursed Costs 
From Means-Tested Government Programs

1.70%Health Professions Education

0.50%Medical Research

0.30%Cash and In-Kind Contributions to Community Groups

1.80%Other [2]

11.30%Total Financial Assistance and Other Community Benefits

Schedule H - Community Benefit Benchmarking
AHA Report 2020 Forms 990

[1] National Benchmark Comparative
[2] Includes Subsidized Health Services
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All Filed 2020 Schedule HsHospital Category

11.3%Financial Assistance And Certain Other Community Benefits

0.1%Community Building Activity

3.9%Medicare Shortfall

0.3%Bad Debt Expense Attributable to Financial Assistance

15.5%Total Benefits To The Community

Schedule H – Total Benefits to the Community
AHA Report 2020 Forms 990
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Increased Focus on Value of Community 
Benefit & Tax-Exemption

45
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States Are Getting Involved In Community 
Benefit
1. States implementing 

mandatory community 
benefit reporting.

2. Mandatory minimum 
community benefit 
spending.

3. Required reports to be 
posted on organization’s 
website.

46

Click here to see Community Benefit Requirements by State. 
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Pa. Hospitals Generate Billions in Community, Economic Benefits -
HAP
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1. What does not constitute Community Benefit under the IRS standard 

(Catholic Health Association model)?

a) Financial assistance at cost

b) Medicaid shortfall

c) Medicare shortfall

d) Research

Polling Question #3
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Part 4: Employment Taxes
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1. Has your organization undergone an IRS audit examination in the last 

5 years?

a) Yes

b) No – thankfully!

c) Not sure

d) N/A

Polling Question #4
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 The IRS loves audit examinations in this area!

 Taxability of fringe benefits

 Audits of the Form 1099-NEC; Worker reclassification from 1099 to W-2

 Section 530 relief 

 A Form W-2 and 1099 to the same individual

 Matching of employees Social Security #’s to 1099’s  

 Audits of the accounts payable paid file 

 Medical directorships/chairmanships/stipends; on-call payments

IRS – Employment Taxes
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 Reporting Consistency

 Substantive Consistency

 Reasonable Basis

Section 530 Relief
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Form 1099-MISC
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Form 1099-NEC
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Form 1099 – Payments/Box #

1099-MISC

For payments of $600 or more to 
vendors for:

• Box 1: Rent
• Box 2: Royalties (>$10)
• Box 3: Prizes & awards
• Box 6: Medical and 

healthcare payments
• Box 10: Gross proceeds to 

attorney 

1099-NEC

For payments of $600 or more to 
vendors for:

• Box 1: Services by someone 
who is not your employee

• Box 1: Payments to an 
attorney for services
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 Generally, no Form 1099 for:

 Corporations, except for attorneys/law firms and medical/healthcare payments

 Payments for merchandise

 Payments to tax-exempt organizations

 Box 6: Medical and healthcare payments

 > $600 to each physician or other supplier or provider of medical or health care services 

Form 1099 – General Rules
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 Payments to attorneys

 Services: Form 1099-NEC Box 1

 Gross proceeds/settlements: Form 1099-MISC Box 10

 Payments to a Limited Liability Company Structured as:

 Single member LLC

 C-Corp

 S-Corp

 Partnership

Form 1099 – General Rules
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Form W-9
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 Generally 24% withholding when:

 Failure to furnish TIN in the manner required;

 Notice from IRS that payee’s TIN is incorrect;

 Notice from IRS that payee is subject due to notified payee underreporting; or

 Failure to certify that payee is not subject.

 Report on Form 945

 Form W-9 can eliminate backup withholding requirement

 Publication 1284; Backup Withholding for Missing & Incorrect Name/TIN(s)

Backup Withholding
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 IRS Audits.

 Audit back up to 3 years.

 Subject to 24% tax on all payments made to these contractors.

 Form 4669, Statement of Payments Received.

 Contractor lists and certified each payment received was reported on 

the contractor’s income tax return.

Backup Withholding
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 Beware - Form 1099-NEC audits!!!

 Planning between Form 1099-MISC, Box 6 vs 1099-NEC, Box 1

 Obtain Form W-9 from all accounts payable payees

 IRS TIN matching program

 Annual review of non-1099 required vendors

 Annual review of both payroll and accounts payable to determine if any individuals were 
issued both a Form W-2 and Form 1099-MISC

 Maintain/update internal Form 1099-MISC/NEC policy, including IRS rules & regulations

Withum Accounts Payable Best Practices 
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Join us! Withum’s Virtual Healthcare Symposium 
3 CPE / 3 CLE Credits

Register Here
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Thank you! Questions?

John A. Smith
Tax Senior Manager
Healthcare Services
jsmith@withum.com

(973) 532 8875

Scott J. Mariani, JD
Partner, Practice Leader

Healthcare Services
smariani@withum.com

(973) 532 8835


