NEHIA/HFMA

2024 Compliance & Internal Audit
Conference

ma-ri chapter

Wednesday, December 4 - Friday, December 6, 2024
Mystic Marriott Hotel, Groton, CT




Community Benefit
Bridging Compliance, Data, and
Impact in Healthcare

ma-ri chapter




Learning Objectives

‘-‘a

Understand the * Explore effective . * Identify components
strategic methods for ) and challenges in
importance of leveraging data conducting a
community . to communicate . community benefit
benefit in community . audit

healthcare benefit impact |

organizations ’

NS

\d




Disclaimer

The information presented in this session is provided solely for educational and informational
purposes and is not professional advice.

The speaker’s views and opinions are their own. References to products, services, or organizations
are for illustrative purposes and do not constitute an endorsement or recommendation.

Attendees are encouraged to seek legal, financial, or their organizations’ leadership before
acting on any information provided.
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Introduction to Community Benefit

Why is Community Benefit important to tax-exempt hospitals?

Tax-exempt hospitals must show that they benefit the community and the public
by promoting the health of the community to maintain their tax-exempt status
under section 501(c)(3).

When and where did the Community Benefit requirement originate?

Nearly 50 years ago, the IRS in Rev. Rul. 69-545 stated that a hospital must show
that it benefits the community and the public by promoting the health of the
community (community board, open medical staff, full-time emergency room,
the admission of all types of patients, etc.) This “community benefit standard” is
the principal means by which tax-exempt hospitals justify their exempt status
and differentiate themselves from their for-profit counterparts.
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Introduction to Community Benefit

How is Community Benefit defined?

The primary components of community benefit are uncompensated care (financial assistance and Medicaid shortfall), medical
education, medical research, and other community programs. Community benefit excludes bad debt, Medicare shortfalls, and
community building.

How is Community Benefit measured and reported?
Community benefit is reported to the IRS on Form 990, Schedule H as a percentage of annual patient operating expenses.

What impact has 501(r) had on Community Benefit requirements?

Public controversy over whether nonprofit hospitals provided adequate community benefits to justify their tax exemption gave rise to
Congressional consideration of the issue between 2005 and 2009. Under the leadership of Senators Grassley and Baucus, key
committees gathered extensive testimony that ultimately informed Congressional development of the community benefit standards
enacted as part of the Affordable Care Act (ACA) in 2010 — IRC § 501(r).
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Federal Requirements for Tax-Exempt Hospitals

Community Benefit Standard IRC §501(r)
 Operating an emergency room open to all, * Four specific additional requirements that hospitals
regardless of ability to pay must satisfy in order to qualify for tax-exempt status
 Maintaining a board of directors drawn from the under Section 501(c)(3)
community
 Maintaining an open medical staff policy
* Providing hospital care for all patients able to pay, | (3) Community Health Needs Assessment | (4) Financial Assistance Policy

(CHNA) -Free and discounted care generally

including those who pay their bills through public
programs such as Medicaid and Medicare
 Using surplus funds to improve facilities,
equipment, and patient care; and
e Using surplus funds to advance medical training,
education, and research.

-Emergency Care

(5) Limitations on Charges (6) Billings and Collections Requirements
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Timeline

2019 2019 2020 2020 2023

February October September December April

© © © © ©

Senator Grassley sends letters to | GAO report encouraged IRS to | Lown Institute issues its 2023 “Fair
IRS in February 2018 and February improve oversight of tax-exempt Share Spending” report indicating
2019 asking about 501(r) Senator Grassley sends a letter to  hospitals and require facility by  Senator Grassley sends another that most hospitals spent less on
enforcement efforts. UVA Medical Center inquiring facility reporting in Schedule H. letter to UVA Medical Center. charity care and community
about debt collection practices benefit than the value of their tax
and compliance with 501(r). breaks.
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Timeline

2023

April

2023

August

2023

October

O, ©

House Ways & Means Committee
held a hearing on tax-exempt
hospitals and the community  Bjpartisan group of Senators sent a

benefit standard. letter to IRS and Treasury
expressing concern that certain

“nonprofit hospitals may be taking

advantage of” their tax-exempt
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2024

April

2024

June

©

Senate HELP Committee releases
report asking IRS to mandate
charity care and community

benefit standards.

© ©

Committee for Responsible Federal
Budget encourages lawmakers to
Nine Democratic members of the reform or repeal the tax
House sent a letter to IRS and advantages for nonprofit hospitals.
Treasury calling for new
regulations and guidance for

nonprofit hospitals.




With all the Scrutiny — What’s Next?

* Understand the value of your organization’s tax-exempt status
 Compare the tax benefit of exemption to the amount of community benefit provided

* Be proactive in telling your story
— Form 990 reporting
— Community benefit reporting

* Educate stakeholders and leaders on telling your story
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Depatiment of the Treasury Request Number

Form 4564 Internal Revenue Service 02 | -
1 _ Information Document Request . -
U I t S I Subject: 501(r)(3) Community Health

Neceds Assessment
Submitted to:

Dates of Previous Requests:

* |IRS will be starting 35 exams of hospitals this year focused on compliance with Section 501(r) and
community benefit standards

* Exams are extensive and much more detailed than compliance checks seen previously

* Exposure:
— $50,000 excise tax penalty per year per hospital for not conducting a CHNA
— Taxation of hospital facility income for failure of 501(r)(4)-(6)
— Loss of tax-exempt status
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IRS Audit Activity

Over a four-year period from 2015 through 2019, more than 4,700 Community Benefit Activity
Reviews (CBAR) were conducted and almost 1,000 tax-exempt hospitals were referred for audit
or compliance checks because reviewers identified potential violations.

e As part of that enforcement, more than 300 written advisories were issued and excise
taxes on 40 noncompliant hospitals were levied from CBARs and resulting audits from

fiscal years 2015 through 2018.
IRS Compliance Projects: Section 501(r) monitoring

The Tax-Exempt & Government Entities Division(“TE/GE”) continues to review tax-
exempt hospitals on a rolling three-year basis for adherence to IRC Section 501(r).

2015 [
2019: Number of 501(r) reviews Number of tax-exempt Number of written advisories Number tax-exempt hospitals
conducted by TE/GE on hospitals referred for audit issued to tax-exempt hospitals who had excise taxes levied
tax-exempt hospitals due to potential 501(r) deemed noncompliant due to noncompliance
J \ violation -/ \ \
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conducted by TE/GE on hospitals referred for audit
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GAO
Highlights

Highlights of GAO-23-106777, a testimony
baefore the Subcommittes on Ovarsight,
Committee on Ways and Means, House of
Representatives

Why GAO Did This Study

Slightly more than half of the
approximately 5,000 community
haospitals in the United States are
private, nonprofit organizations. IRS
and the Departrent of the Treasury
have recognized the promotion of
health as a charitable purpose and
have specified that nonprofit hospitals
are eligible for a tax exemption. IRS
has further stated that these hospitals
can demonstrate their charitable
purpose by providing services that
benefit their communities as a whole.

In 2010, Congress and the President
enacted PPACA, which established
additional requirements for tax-exempt
haospitals to maintain a tax exemption.

This testimony discusses the
requirements for a nonprofit hospital to
qualify for tax-exemnpt status and
challenges with verifying compliance
with some of those requirements, and
is based on a report that GAQ issued
in September 2020. This testimony
reflects updated information GAQ
obtained from IRS regarding its
implementation of the
recommendations made in that report.

What GAO Recommends

In September 2020, GAO
recommended Congress consider

specifying what services and activities
demonstrate sufficient community
benefit. As of April 2023, Congress had
not enacted such legislation. GAO also
recommended IRS update tax forms to
increase transparency about hospitals'
community benefits. IRS agreed and
made minor adjustments to the form's
instructions, but the form still relies on
a narrative description of community
benefits that hospitals provide.

View GAO-23-106777. For mare information,
contact Jessica Lucas-Judy at (202) 512-8B06
of lucasjudyji@gac.gov.

April 26, 2023

TAX ADMINISTRATION
IRS Oversight of Hospitals’ Tax-Exempt Status

What GAO Found:

Hospitals must satisfy three sets of requirements for a nonprofit tax exemption
(see figure) but hospital community benefits are not defined in law.

Requirements for Nonprofit Hospitals to Obtain and Maintain a Tax Exemption

ORGANIZATIONAL AND OPERATIONAL REQUIREMENTS

A hospital must be organized and operate to achieve a charltable purpose—

the pramation of health for the benefit of the community.

COMMUNITY BENEFITS

Internal Revenue Service has |dentified six factors that demenstrate community benefi

- Operate an emergency room open to all, regardless of ability to pay
+ Maintain a board of directars drawn from the community

= Maintain an open medical staff policy that is not imited to certain physicians

+ Provide care io all patients able to pay, including those wha do so through Medicare and Medicaid
= Use surphus funds to improve facilities, equipment, and patient care
+ Use surplus funds o advance medical ralning, education, and research

PATIENT PROTECTION AND AFFORDABLE CARE ACT (PPACA) REQUIREMENTS

Hospitals must:
= Conduct a community health needs assessment
* Maintain a written financial assistance policy

every 3 years.

Soarce GAD neviaw of nekan res and regaiations. | GA0-23-1067T7

In 1969, the Internal Revenue Service (IRS) identified factors that can
demaonstrate community benefits, but they are not requirements. IRS does not
have autherity to specify activities hospitals must undertake and makes

= Set a limit on charges
* Set billing and collection limits

IRS must review each tax-exempt hospital's community benefit activities at least ance

tax-axampt

Government Accountability Office

Requirements for Nonprofit Hospitals to Obtain and Maintain a Tax Exemption

ORGANIZATIONAL AND OPERATIONAL REQUIREMENTS

A hospital must be organized and operate to achieve a charitable purpose—
the promotion of health for the benefit of the community.

COMMUNITY BENEFITS

Internal Revenue Service has identified six factors that demonstrate community benefit:
» Operate an emergency room open to all, regardless of ability to pay

« Maintain a board of directors drawn from the community

« Maintain an open medical staff policy that is not limited to certain physicians

» Provide care to all patients able to pay, including those who do so through Medicare and Medicaid
+ Use surplus funds to improve facilities, equipment, and patient care

 Use surplus funds to advance medical training, education, and research

PATIENT PROTECTION AND AFFORDABLE CARE ACT (PPACA) REQUIREMENTS

Hospitals must:
» Conduct a community health needs assessment

« Maintain a written financial assistance policy

 Set a limit on charges
« Set billing and collection limits

IRS must review each tax-exempt hospital's community benefit activities at least once
every 3 years.

Source: GAQ review of relevant laws and regulations. | GAO-23-106777

determinations based on facts and circumstances. As a resul
hospitals have broad latitude to determine the community be
but the lack of clarity creates challenges for IRS in administer|

Additionally, the form on which hospitals report community bef
information inconsistently, resulting in a lack of transparency.
hospitals may describe the use of surplus funds to improve fg
and patient care narratively. This qualitative reporting format

tax-exempt hospitals to specify the amount of surplus funds
facilities, equipment, and patient care. It could also result in irf
information on how hospitals are providing community benefif

GAQ's 2020 analysis of IRS data identified 30 hospitals that rf
spending on community benefits in 2016. According to IRS off
with little to no community benefit expenses would indicate pd
noncompliance. IRS is required to review hospitals” communi
at least once every 3 years, but was unable to provide eviden|
because it did not have a well-documented process to ensurg
were being reviewed. Consistent with GAO's September 202
in 2021 IRS updated its overall guidance instructing its emplof
whether a hospital organization satisfies the community bene
established an audit code to track that review.

United States Governmes

Improvements in IRS
Review of Hospitals’
Community Benefits

IRS verifies many aspects of hospitals’ reports during its triennial
Community Benefit Activity Reviews (CBAR), but it did not have a well-
documented process to identify hospitals at risk for noncompliance with
the community benefit standard. IRS requires hospitals to self-report
compliance with all four PPACA requirements on Form 990, Schedule H,
Part V. Hospitals must answer a series of yes or no questions for each of
the four PPACA requirements. In addition PPACA required IRS to review
information about hospitals’ community benefit activities at least every 3
years.
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Start with the Headlines

Are

. - L
hospitals earning " SS—-==
their tax breaks? e
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KEY TAKEAWAYS

Qut of 1,773 nonprofit hospitals evaluated, 77% spent less on charity care and community investment than the estimated
value of their tax breaks — what we call a “fair share” deficit.

The total “fair share” deficit for these hospitals amounted to $14.2 billion in 2020. That's enough to erase the medical
debts of 18 million Americans or rescue the finances of more than 600 rural hospitals at risk of closure.

Many of the hospitals with the largest “fair share” deficits also received millions in COVID-19 relief funding and ended the
year with high net incomes.

In four states (MA, MN, Rl, and Washington, DC), the total “fair share™ deficit for all hospitals is enough to wipe out all
medical debt on credit reports in the state.

In 41 states, the total “fair share” deficit for all hospitals is enough to cover the net losses of all rural hospitals in the state
in 2020.



Lown Institute:

Are nonprofit hospitals earning their tax breaks?

The Lown Institute Hospitals Index analyzed 1,773 nonprofit

“Nonprofit hospitals are going to need . Stitu
hospitals using fiscal 2020 form 990 data

hEIp Changmg their behavior... These * Lown Institute analysts identified more than 1,350 hospitals

hospitals are supposed to be that have “fair share” deficits

accountable to Americans through * The report defines “fair share” as the difference between
" the value of the hospital’s tax exemption vs the amount of

federal, state, and local authorities— “community investment” provided.

but oversight has been negligible.” * The categories of Medicaid shortfall, health professions

education, and research were not included in “meaningful

-Vikas Saini, MD, President of the Lown Institute o . )
community investment”.

There is Nothing ‘Fair’ about the Lown Institute’s ‘Fair Share’
Report

(O Mar 25, 2024 - 06:56 PM by Rick Pollack, President and CEQ, AHA
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Penalties for Noncompliance

* Taxation of noncompliant hospital facilities

* Payment of an excise tax for failing to meet the CHNA requirements (550,000 per noncompliant
facility)

* Revocation of tax-exempt status

e Revocation of section 501(c)(3) status — relevant factors include:

* Previous failures to meet 501(r) requirements

* Size, scope, nature and significance of the failure

* Number, size and significance of facilities (within a system) that have failed to meet the
requirements | Reason for the failure(s)

 Whether established practices or procedures are reasonably designed to comply with 501(r)

* Whether the practices and procedures had been routinely followed

 Whether the organization had implemented safeguards reasonably calculated to prevent similar
failures

 Whether the organization corrected the failure(s) promptly after discovery
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Risk Considerations Related to Community Benefit

Educate hospital board members and management

ldentify where your organization is falling short
* Monitor community benefit legislation and IRS changes

Build sustainable community benefit infrastructure

» Build collaborative relationships with community members
« Secure adequate staffing

» Develop policies and procedures

* Deliver on promises
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Internal Audit Activities in Community Benefit

e 81 501r/Community Benefit audit projects
since 2016

 Between January 2017 — November 2021.:
— 58 total projects; 39 under ACP
— 51 total issues
— Impacted business objectives

* Maintain compliance with Internal Revenue Code
section 501(c)(3) to preserve tax exempt status and
minimize the risk of fines and penalties.

* Develop and implement community benefit programs
that meet the community’s needs as based on a
CHNA.

 Consistently administer charity care/financial
assistance to all eligible patients in accordance with
established policies and procedures.

e Appropriately capture and record community benefit

501(r) and Community Benefit
Subject Summary

Root Causes of Audit Issues and Related Actions

501(r) and Community Benefit

Subject Summary

Training CHNA:

and 501r

+ Detfailed training on community benefit

The chart below idenfifies the most common root causes for 501(r) and Community Benefit audit issues:

Policles and Procedures —‘

Training

Supervision
Transition
Communication
Personnel Capabliities
Reporting
Accountabllity

Technology Design/Cperationfs

Analysis of issue causes demonstrates that the leading cause of issues was Policies and Procedures and
Training. Common issues and the recommended actions to be taken by Management included:

Policies and CHMA:

Procedures »  Assumptions, methods, and reports used fo
calculate community benefit were not cleary
documented and communicated to
employees responsible for the calculations.

Policies:

* The FAP Policy and supporting documents
were putdated and/or missing required 501(r)

elements.

+  The covered and non-covered FAP Provider
listing was incomplete and not updated on a

regular basis.

Motification Efforts:

+  Billing and nofification language lacked

required components.

* There was a lack of reasonable effort to orally
notify individuals about the hospital's FAP and
how the individual may obtain assistance with
the application process before initiating

ECA's.

Develop guidance for community benefit
assumptions, methedelogies, and
reporting to support community benefit
calculations.

Annually review and update the FAP
Policies and supporting documents.

Update the FAP provider listing on a
periodic basis. Document procedures to
pull the data, including how often the
listing should be updated.

Standardize hilling and notification
templates used by the entity(ies).
Establish procedures for documenting
501(r) requirements performed by
registration and Business Office
employees.

jrernants

*KODIAK

methodologies was not
propriate employees.
cial assistance

= not consistently

Il eligible patients in
tablizhed policies and

the patient account did not
mpliance.

lion agencies were not
the patient prior to
ris.

(trial balances did not occur
fil community benefit

fit was calculated using
eets and formulas, which left
ptible to mistakes.

y Efforts:

nce applications were not
per the policy.

1ce write-offs did not comply

insurance payment received
e-off were not monitored to
vrite-off was correct.

ion agencies are not

CA notice delivery timing

Community Benefit
ulations, and reporting.
was not widely publicized.

information used to
hity benefit, including cost-
wvere incomplete or incomact.

*#KODIAK

Provide fraining and guidance on
responsibilities to all employees involved
in the process.

Audit records and educate employees on
missed requirements.

Provide education on the missing
elements in the patient account
documentation required to support 501(r)
compliance.

At least annually, provide B&C Policies
to vendors. Determine a method (e.g.,
audit) to verify vendor is compliant with
documenting oral notifications prior to
initiating the ECA.

Implement a process to review entities
and frial balances to identify community
benefit-related programs.

Implement a review process for
community benefit calculations, and
provide education as needed.

Implement controls to identify delays in
application processing.

Develop and decument a process fo
monitor accounts written off to financial
assistance.

Establish a process to monitor and
identify the accuracy of charity care
write-offs.

Share audit results with third-party
vendors, reiterate policy reguirements,
and monitor compliance on an on-going
basis.

Identify and communicate community
benefit responsibilities when transitions
occur.

Conspicuous public displays (or other
measures reascnably calculated to
attract patients’ attention) will be set up
to notify and inform patients about the
FAP including at a minimum the ER and
admissions areas.

Develop a process to review community
benefit information against supporting
calculations.
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Control Assessment

Response | oener Information
Business Process — Program Infrastructure (¥ ﬁhl‘}lﬁ- e

Control Assessment

* Control assessment or walkthrough

— Who owns Community Benefit
Reporting?

— Consider 501r
— Marketing

— VP of Mission
— Strategy

htma
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Patient Financial Services, Mission, Finance,
Administration, etc.)?

The Health Care 11. Does the Health Care Facility monitor community benefit

Facility monitors trends by category?

trends and

evaluates the 12. Does the Health Care Facility evaluate its community
community benefit benefit programs and determine if the resources are being
program for targeted to where they are most needed, and the

quality and programs are making an impact?

Community Benefit K D I A K
Control Assessment

Community Benefit Control Assessment

Facility/Location: City:
Responsible Business Owner: Date:

A Control Assessment includes a series of questions designed to help identify controls and potential gaps in
established processes. Control Assessmenls provide Associates with insight into whether typical controls have
been built into a particular process. They can be helpful in understanding the design of confrols and in making
decisions about whether or not to perform a full audit or assist with fine tuning an audit scope. However, before
placing reliance on any information gathered in a Control Assessment, Associates must validate the existence of
stated contrals by obtaining relevant supporting documentation and/or through performance of walkthroughs. In
addition, conclusions about the operating effectiveness of the control environment cannot be made
without performing detailed testing.

Note that the listing below is not all-inclusive and should be tailored to the specific circumstances for the client.

Business Other Information
The Health Care 1. Do the mission and values statement explicitly refer to Policy #:
Facility has a clear community health, community services, access to health Date of Policy:
mission fo serve care, concern for persons living in poverty and other Last Update Date:
the community. vulnerable persons? |s the word “community” present? Last Review Date:
The Health Care 2. Does the strategic plan set community benefit goals?
Facility has
im'gm 3. Does the strategic plan describe financial, and personnel
community benefit resources needed to obtain the goals?
2};’:‘.’" ol 4. Has the Health Care Facility budgeted for community

benefit programs?

plans. )
The Health Care 5. Does the Health Care Facility have defined goals and Key metric reporting
Facility has goals objectives for the overall community benefit program as industry benchmarks
and objectives well as for the individual programs?
focused on the
effectiveness of
the community
benefit program.
Staff, 6. Has the Health Care Facility established responsibility for
Management, and the community benefit program with a senior leader of the:
the Board organization?
understand and . .
ez 7. Does the Health Care Facility have a staff committed to
responsibility for community benefit?
communityhealth g, Does the Health Care Facility have a designated
preg community benefit point person?

9. Do the Board and CEO review and sign off on the
community benefit plan, report, and IRS Form 9907

10. Does the Health Care Facility have an internal community
benefit workgroup/committee (including members from

© 2024 Kodiak Solutions LLC ("Kodiak”). All nights resanved. This document (s Koadiak confidential informalion and shail under ne circumsfances be disclosed fo
any cther parfy without Kodlak's prior wrilfen consent. The sdequacy of Client inernal audit. compliance, snd ofher procedures and programs is solsly Clent's
respansibility. Clhient sccepls thiz document “AS 15" and without warmsnty of any kind. Kodiak disclaims ail wamanties sz fo the sccurscy, complaiensss, adequacy,
or fitness of this decument for any purpase. Further, Kodisk disciaimz any obiigation to upalsle this document. Ko party may rely on this document or the
infarmation within & for any purpose. Although Kodiak documents may refate fo legal or financis/ matters, Kodlsk does not provide legal sovice and doss nat
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Response .
Business Process — Accounting & Reporting on (YEP, e || R

Community Benefit NIA) or Comments

efforts  29. Does the Health Care Facility have a policy and/or
f procedure not to engage in extraordinary collection
practices prior to making reasonable efforts to determine
whether the individual is eligible for financial assistance
under the financial assistance policy?

ictice - Policy on Cost to Charge Ratio - The Entity implemented a policy to establish and document the utilization
Charge Ratio (CTCR) that reflects the most current industry standards as it applies to the cost components
CTCR

actice - Self Audit Tool - Community Benefit - This facility uses an on-line reporting tool to assist in the roll-up of all
munity benefit expenses onto the IRS Form 990.

Response )
Business Process — Monitoring & Communicating (Yes, No, Other Information

Community Benefit NIA) or Comments

Care 30. Does the Health Care Facility have standardized policies
and procedures for the reconciling and reporting of
community benefit?

31. Does the Health Care Facility prepare a reconciliation of
the community benefit report, Form 990 Schedule H, and
State reporting?

32. Does the Health Care Facility have a formal
communication plan to communicate the community
benefit to the public and other sources?

and shall under no circumstances be disclosed o

iions LLG (‘Hodiak). All ights resenved. This iz Kodiak
ithout Kodiak's prior written consent. The adequacy of Client infermal audit, iance, and other dures and, is solely Glient's

ent accepts this document “AS IS” and without warranty of any kind. Kodiak disclsims all warranties as fo the accuracy, completeness, adequacy,
locumnent for any purpose. Further, Kodiak disclaims any obligation fo update this document. No party may rely on this document or the

2 i for any purpose. Although Kodiak documents may relafe to legal or financial matters, Kodiak does nof provide legal advice and doss not
advice in connection with any docurment. Your access and use of this are g by your ag with Kodiak.
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Sample Control Questions

Community Benefit

#KODIAK |

Community Benefit
Control Assessment

*KODIAK

Control Assessment
Business Process — Accounting & Reporting on Other Information
Community Benefit Control Assessment Community Benefit or Comments
Facility/Location: City: The Health Care 23 Has the Health Care Facility created an inventory of
Facility hﬁas a possible current community benefit programs? |s the
. . o . systematic inventory categorized into the following types of
Responsible Business r Date: process for the community benefit programs (see the CHA's Guide as a
identification and leading practice) (The Health Care Facility is not required
A Control Assessment includes a series of questions designed to help identify controls and potential gaps in tcrickmg of to have programs in all categories)?
established processes. Control Assessments provide Associates with insight into whether typical controls have BEIZT"}’E‘U"W rams a) Charity Care/Financial Assistance
been built into a particular process. They can be helpful in understanding the design of controls and in making Includi prarghat . b) Means Tested Public Program Shortfall
decisions about whether or not to perform a full audit or assist with fine tuning an audit scope. However, before pmgm?; e c) Community Health Improvement Service
placing reliance on any information gathered in a Control Assessment, Associates must validate the existence of community d) Health Professions Education
stated controls by obtaining relevant supporting documentation and/or through performance of walkthroughs. In benefit. e) Subsidized Health Services
addition, conclusions about the operating effectiveness of the control environment cannot be made f) Research
without performing detailed testing. g) Cash and In-Kind Services
Note that the listing below is not all-inclusive and should be tailored to the specific circumstances for the client. h)  Community Building Activiies
i)  Community Benefit Operations
Respot=¢ | other information _
Business Process — Program Infrastructure (Yes, No, T T 24. Has the Health Care Facility reviewed the programs to Policy #:
N/A) ensure the programs meet one of the community benefit Date of Policy:
e = . objectives listed below: Last Update Date:
The Health Care 1. Do the mission and values statement explicitly refer to Policy #: I to health : Last Review Date:
Facility has a clear community health, community services, access to health Date of Policy: a) Improve access fo health care ClEE]
missicn to serve care, concem for persons living in poverty and other Last Update Date: b) Enhance health of the community
the community. vulnerable persons? Is the word “community” present? Last Review Date: c) Advance medical or health knowledge
s s d) Relieve or reduce burden of government or other
ll'he_lgyeahf Care 2. Does the strategic plan set community benefit goals? community efforts?
acil 5 . . .
integrated 3. Does the sirategic plan describe financial, and personnel The Health Care  25. Does the Health Care Facility have adequate
community benefit resources needed to obtain the goals? Facility has documentation to support the community benefit program
into key ili ' . ?
organizational 4 E:nseilji‘te Health Cgre Facility budgeted for community accounted for and e -
plans. [EILEIE T = 26. Does the Health Care Facility calculate program costs
community benefit including the following (reference CHA guide as a leading
The Health Care 5. Does the Health Care Facility have defined goals and Key metric reporting program costs practice)?
Facility has goals objectives for the overall community benefit program as industry benchmarks ’ ) )
and objectives well as for the individual programs? a) Ratio of patient care cost to charges
focused on the b) Unpaid costs of government programs
effectiveness of )
the community c) Chanty care amounts
benefit L
neit program 27. Does the Health Care Facility have adequate
Staff, 6. Has the Health Care Facility established responsibility for documentation to support the unpaid costs of govemment
Management, and the community benefit program with a senior leader of the programs and charity care amounts?
the Board organization? e -
understand and The Health Care 28. Does the Health Care Facility limit amounts charged for
assume 7. Does the Health Care Facility have a staff committed to Facility emergency or other medically necessary care provided to
responsibility for community benefit? appropriately individuals eligible for financial assistance under its
community health - , limits charge financial assistance policy to not more than amounts
programs. 8. Does the Health Care Facility have a designated amounts and does generally billed to individuals who have insurance
community benefit point person? not engage in covering such care, prohibiting use of gross charges?
9. Do the Board and CEO review and sign off on the ggzgg:‘aw

community benefit plan, report, and IRS Form 9907

10. Does the Health Care Facility have an internal community
benefit workgroup/committee (including members from

practices prior to
making
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or filness of thiz document for any purpose. Further, Kodiak disclaims any obligation fo update this document. No party may rely on thiz document or the
information within # for any pupose. Although Kodiak documents may relsfe fo legal or financial matfers, Kodiak does nof provide legal advice and doez not
provide financial advice in connection with any document. Youwr access and uee of thiz document are govemned by your agreement with Kodiak.
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The items presented below are audit objectives commonly found in an internal audits related to Community

Planning

e« Test whether the health care facility has a documented process in place for assessing health care needs
in the community (requirement is at least every 3 years and referred to as a CHNA in Health Care
Reform).

e Evaluate whether selected programs address a community need and meet the Community Benefit
objective and criteria (as defined by CHA, if applicable).

e Obtain documentation to support Community Benefit costs and calculations.

« Test whether the health care facility calculated Community Benefit according to policy and procedures.

e Research

* Assess processes used to evaluate the quality and effectiveness of all/some Community Benefit
programs and the overall Community Benefit program.

* Scope and Objectives

* :{eg u Iato ry e nV| ronme nt » Developing and implementing community benefit programs that meet the access and health needs of the

community based on a CHNA.

° < : k « Staff, executives and the board understand and assume responsibility for community health
ey rl S S improvements and other community benefit programs.

» Policies and procedures support community benefit programs and encourage commitment to access and

° :raud potent|a| community health.

» Developing a systematic process for the proper identification, calculation and tracking of community
benefit programs (if applicable, process should be based on CHA guidelines).

* Developing and implementing a process to communicate the community benefit story to the general
public and the health care facility.

PHgarTT. O T oS

and tell the community benefit story. Reporting community benefit is necessary to fulfill government requirements,
but it also allows organizations to be transparent and accountable to communities.

-  — - e S
= A ST WY} » T LT ol L™, =i s g - o ey

Regulatory Environment

As noted above in the Background section, in order to remain tax-exempt, charitable tax-exempt organizations
must provide community benefit and reporting to the IRS is required. In addition, state reporting may also be

¢ The Health Care Facility does not have a clear mission to serve its communities.

¢ The Health Care Facility has not developed, implemented, and/or updated (within the last three yes

Community Benefit program strategy and infrastructure, including supporting policies and procedur  required.
a Community Benefit Plan, to promote Community Benefit Program success. IRS Form 990 Schedule H
Affordable Care Act (ACA)

¢ The Health Care Facility’'s Community Benefit program does not meet CHA Guide definitions, if
applicable, and does not comply with ongoing analytical and reporting requirements of the Afforda

htma
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CHA Guide for Planning and Reporting Community Benefit A Guide for Planning and Reporting Community
Benefit

Definitions

« Cash and in-kind contributions — Funds and in-kind services donated to community organizations or to
the community at large for a community benefit purpose.

¢ Clinics for underinsured and uninsured persons — Clinics that provide free or low-cost health care to




Testing

* Sample audit program to follow:

— 14 steps (scoped down from 45 steps and 20+ expected controls)

* Scoping based on discussion and risks around not properly recording
and/or reporting community benefit

* See appendix for sample audit program
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Testing - Structure and needs
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Testing - Accounting and Reporting
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The Heafth Care Fagiliydoss notreconcie  The Health Care Facilityhss dewebped and
ned report CommunityBenefi in accordance implemented polices and procedures Drthe 550 — Design
reconciing and reporiing of Community Bansit

Fadilityprepares areconciistion of fhe
Community Beneitreport, Schedule H, and
S&E reporting.

Acoountng methods are disclosed,

The Health Care Faciity has 3 formal
communication plan o communicaie the
CommuninyBenaiit o the public and other
SOUTCES,

Reporting on IRS Form

Reporting on Schedul= H
of IFS Fonm 550 — Design

Recondlaton Betwesn
Reports — Design

Dischosure of Accountng
Methods - Design

Communic:ation of
‘CommuniyBaneiit
Program — Design

Through discussion of the control with the client
owner, assess whether policies and procedures
exst for the reconciing and reporting of
CiommunityBenafi.

Thirough decission of the contrd with the chent
owner, 2ssess whether the Health Care Facility
appropriaEhysrepored Community Bene it
aciivties.

Thirough decission of the contrd with the chent
owner, 2ssess whether the Health Cars Faciity
has peribrmed 3 reconclabon betwsen
Community Benedit reports, Schedule Hand
SEE reporting.

Through decussion of the contrd with the chent
owner, 2ssess whether the Health Cars Facilty
has disdosed the accounfing methods vsad to
cakbulEe CommunityBensfit cos inis
published Cormunity Bensiit reports and IRS
Foirmn 550 Schedule H.

Thirough discussion of the confrol with the dient
owne, assess whether accountshilityhas been
establehed for the communication plan for
Community Benefit This should include the
comimunicatons, marketng, finance, and
Commmunity Benefit depariments.
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Reporting on [R5 Fom 250 Examine the Health Care Faciity's procedures or reporting the

— Diparating

amount of CommunityBensft costs on the IRS Form 550 Schedule H
in accordance with the CHA's Guide and Workshests, Test

whether the Heslth Care Faciity has describad on IRS Form 900
Schedolz H how their commamity building activities promots the
health of the communitiss.

Repoiting on Schedule H of Obain a copyof the RS Form 580 Schedule Hand confirm that the
IRS Form 550 — Operating Health Care Fadlitycorectyansaered al guestions.

Reconciiztion Betwesn
Reports — Oiperating

Decbswe of Acoounting
Mathods — Oiperating

Communication of
Comimunity Bene it
Program — Operating

Confirm whether the Heslth Care Faciityhas documented their
reconciizton of their published Community Bensiitreport, IRS Form
550 Schedule H and any5EE reports.

Test whether the acoountng methods are disclosad n the Community
Benefit reports and IRS Form 380 Schedule H.

+ BExamins and assess the Heath Care Faoliyycommunicaton
plan and sraEgy br communicating CommunityBaneit The plan
showld indude warious Brget sudiences, difierent madiz the Hazlth
Cara Facility plans to ve=, znd what mez=a g will be comeed o
Eudienres.

O Exsmine the Heslth Care Facility snmsl public Commuonity
Benafit repost. Identify how the public Comamunity Banefit r=port
iz distribmed. Confirm whether the Haslth Cers Fecility has
dizclosad the socounting methods wead to caloulste Community
Benafit costs in itz public Community Benafit raports.

O Loginto the hozpitsl wabeits snd szz222 whether the corment

W\(hﬂm/mm{mm iz on the webseita.
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Community Benefit Optimization

We are well-versed in Catholic Health Association’s guidelines for reporting community benefit
and will work with you to identify unreported or under-reported community benefit activities.

Review of calculations quantifying community
benefit reported on IRS Forms 990, Schedule H,
including a detailed analysis of all worksheets and
underlying supporting calculations for financial
assistance at cost, unreimbursed Medicaid and cost-
to-charge calculations.

Analysis and identification of service lines that meet
qualifications to be reported as subsidized health
services.

Review supporting documentation and calculations
for other benefits, such as community health
improvement services and health professions
education, to validate amounts reported and to
ensure items such as fringe benefits and indirect
costs are appropriately captured.

Assistance with developing community benefit
reporting policies and procedures to develop a
consistent framework for community benefit
reporting.

Education sessions for community benefit reporting,
including interactive sessions to identify unreported
community benefit activities.

Benchmarking analysis of amounts reported for
community benefit against
peer organizations
hospitals of similar size
hospitals in same geographic region
children’s hospitals, where applicable

Development of customized tools to automate and
help systematize Community Benefit calculations
from general ledger and other internal financial
data.

Organizational review of community benefit function
that assesses leadership structure and functional
reporting responsibilities, board involvement,
community benefit planning and budgeting
processes, communication strategies, culture and
legislative influence.




Most Frequently Identified Gaps

Value of Tax-Exempt Community Benefit
Status Calculation Optimization

Community
Benefit

Operational Review of
501(r) Review Community Benefit
Function
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QUESTIONS?




Thank You

Anthony Mio
VP & Chief Compliance Officer

Hartford HealthCare
Anthony.Mio@hhchealth.org

Mike Witek

Risk Technology Solutions Leader
Kodiak Solutions LLC
Mike. .Witek@kodiaksolutions.io

Brittney Kocaj

Partner

Crowe

Brittney.kocaj@crowe.com
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