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Noelle has prepared returns for a variety of not-for-profit
clients, including private foundations, private colleges
and large hospital systems, but her primary focus is
providing tax services to exempt organizations and
health care entities. She has prepared federal annual
returns, IRS applications for exemption and other IRS
correspondence.

She is a member of the American Institute of CPAs and
Texas Society of Certified Public Accountants.

Noelle is a 2013 graduate of Southern Methodist
University, Dallas, Texas, with a B.S. degree and an
M.S. degree in accounting.

Licensed In Texas

972-702-8262 .

nalberto@bkd.com Nonprofit Areas of Interest

« For profit subsidiary tax compliance,
planning and consulting

« Employee classification/payroll tax
consulting

« Public support test consulting

« State, local and international
tax compliance

» NFP tax compliance and
consulting

» 501(r) consulting

+ Unrelated business income
consulting




OBJECTIVE

» Discuss key focus areas of the
Eprir(r)l 990 and Form 990-T (Audit
is

» Discuss strategies and priority
areas of Schedule H and
maintaining 501(r) compliance

» Discuss current tax updates

» Employee Retention Credit

» IRC 4960 Excise tax on Executive
Compensation

»Q&A

DATA-DRIVEN DECISION MAKING

» As outlined in their TE/GE Priorities guidance, the IRS
has committed to integrating data into their processes
and procedures

» E-file risk modeling
» Case selection model for examinations

» Approximately 250 queries focusing on the risky
areas of Form 990 & related schedules

» Best practice questions
» Spot inconsistencies
» Identify missing items
» Historically have had approx. 90% change rate

» In 2016, fully implemented the process — most audits
will be selected from this process going forward
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Notable 990 Items - Payroll Tax

Form 990 (2017) Page 5
Statements Regarding Other IRS Filings and Tax Compliance
Check if Schedule O contains aresponse or note to any line inthisPartV.- . . . . . . . . . . . . . ]
Yes | No
1a Enter the number reported in Box 3 of Form 1096. Enter -0- if not applicable . . . . 1a
b Enter the number of Forms W-2G included in line 1a. Enter -0- if not applicable . . . . ib
¢ Did the organization comply with backup withholding rules for reportable payments to vendors and
reportable gaming (gambling) winnings to prize winners? . . . . . . . . . . . . . 1ic
2a Enter the number of employees reported on Form W-3, Transmittal of Wage and Tax
Statements, filed for the calendar year ending with or within the year covered by this retum | 2a

b If atleast one is reported on line 2a, did the organization file all required federal employment tax retums? . 2b
Note. If the sum of lines 1a and 2a is greater than 250, you may be required to e-file (see instructions) . .

1

Notable 990 Items - Payroll Tax

9 Other employee benefits .
10 Payroll taxes . S
Fees for services (non-employess):

Indricuais. Ses Part IV, ines 15 and 16
Banefts paid 10 or for members
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Notable 990 Items - Payroll Tax

Form 990 (2017) Page 5
Statements Regarding Other IRS Filings and Tax Compliance
Check if Schedule O contains a response or note to any lineinthisPartV- . . . . . . . . . . . .. [l
Yes | No

1a  Enter the number reported in Box 3 of Form 1096. Enter -0- if not applicable . . . . 1a

b Enter the number of Forms W-2G included in line 1a. Enter -0- if not applicable . . . . 1b

¢ Did the organization comply with backup withholding rules for reportable payments to vendors and

reportable gaming (gambling) winnings to prize wihners? . . . . . . . . . . . . . . ... 1c

@, 06, and 10b of Part VL - — -

1 Garts and ofher assstance o Gomeste
[ —E T
2 Ganis and oher assstance lo domesbc
ndvcuals. See Part V. ne 22 ..
3 Gants and ofher assistance fo foregn
orgn

and
indricuals. Ses Part IV, ines 15 and 16

4 Banefts pmd 1o or for members.
§ Compensaton of cument officers, directors,
R trustess. and key empioyees e
11 Fees for senices (non-employess):
a Management . . . . . . . . ..
b legd . . . .. .. ... ...
¢ Accounting . . . . . . . . . . .
d Lobbying. . . . . . .« . . . .
@ Profossional fundraising serices. See Part IV, fine 17
f Investment management feas . . . . .
g Other. (i ling 11 amount exceeds 10% of ling 25, column
[A) amourt, it ine 11g expensas on Schedule 0] . .
12 Advertisng and promotion
13 Office sxpenses.
44 information technology . .
16 Royaities
% Occupancy .
17 Tavel . .
18 Payments of Mavel of GMeMEAMeNt axpensed
for any fecersl. stats, or local public oficials
19 Conferences.
20 terest . P .
N Paymentsto afiates . . . .
22 Deprecation. depletion. and amortzaton .

12/6/2021
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Notable 990 Items — Effective
Governance Targets

o e
epome 3 ]

-u-hl-h B0 or 10 beiow. describe the croumstances. processes. o changes n Scheduls O Ses nstuctons.

(5]

Eﬂ_lgu_hnhnh”“

o Ener of the the tas your
¥ rere are materu erences 1 VOHNG NGNS ATCNG MM Of The Jovermeng body o

Vou [ e

1a Enter the number of vating members of the governing body at the end of the tax year. . 1a

If there are material differences in voting rights among members of the governing body, or

if the governing body delegated broad authority to an executive commitiee or similar
committee, explain in Schedule O.

b Enter the number of voting members included in line 1a, above, who are independent . 1b

b Are any governance decisors of the organcEtion reserved 10 jor subject 10 approval by members.

8 Di the crgarration contemporanecusly document the mestrgs hekd or sriten actons undertsken durmg

8  Did the organization contemporaneously document the meetings held or written actions undertaken during
the year by the following:

a Thegovemingbedy? . . . . . . . . ... . .. . ... |t8a
b Each(;ommlﬂeewmlamnorltytoactunbehalfuﬂheguvem\ngbody? L R 8b
b F Yt Poverreng the actrvites of such chagters.

procedues
__-.n—n---——__—_—--np.-—-h———'l iy
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Wers Fren drmir 7 Fae ooy requred cortctn?
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dwscrtve 1 Screcuse O how Fvs was done
mu-—n—---—-_—.ﬁw
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Notable 990 Iltems — Effective
Governance Targets

Section B. Policies (This Section B requests information about policies not required by the Internal Rever

10a Did the organization have local chapters, branches, or affiliates? .o
b If “¥es,” did the organization have written policies and procedures goveming lhe actlvltles ot such chaptels,
affiliates, and branches to ensure their operations are consistent with the organization's exempt purposes?
11a Has the organization provided a complete copy of this Form 990 to all members of its governing body before filing the form?
b Describe in Schedule O the process, if any, used by the organization to review this Form 990.
12a Did the organization have a written conflict of interest policy? if “No,” go to line 13 . .
b Were officers, directors, or trustees, and key employees required fo disclose annually interests that could gh.re rlse Iu ocrrﬂicls?
¢ Did the organization regularly and consistently monitor and enforce compllance with the pollcy? If “Yes,”
describe in Schedule O how this was done . ..
13 Did the organization have a written whistleblower pollcy‘?
14  Did the organization have a written document retention and des*u'uctlon pollcy’?
15 Did the process for determining compensation of the following persons include a re'vlew and approval by
Indepandent persons, comparability data, and contemporaneous substantiation of the deliberation and decision?
a The organization's CEOQ, Executive Director, or top management official
b Other officers or key employees of the organization .
If *¥es” to line 15a or 15b, describe the process in Schedule 0 (see Instru::tions}
16a Did the organization invest in, contribute assets to, or paﬂlclpate in a ]olnl venture or similar arrangemenl
with a taxable entity during the year? . .
b If “Yes,” did the organization follow a written pollt:yr ar procedure requlnng the organlzatlon to evaluate its
participation in joint venture arrangements under applicable federal tax law, and take steps to sateguard the
organization's exempt status with respect to such arrangements? . .




Notable 990 Items — Compensation
Reporting

Form 990 (2017) Page 7
Compensation of Officers, Directors, Trustees, Key Empl Highest C: 1 Empl: and
Independent Contractors
Check if Schedule O contains a response or note to any lineinthisPartVIl . . . . . . . . . . . . . O

Section A. Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees
1a Complete this table for all persons required to be listed. Report compensation for the calendar year ending with or within the
organization's tax year.

» List all of the organization’s current officers, directors, trustees (whether individuals or organizations), regardless of amount of
compensation. Enter -0- in columns (D). (E), and (F) if no compensation was paid.

 List all of the ion’s current key if any. See instructions for definition of “key employee.”

 List the organization's five current highest compensated employees (other than an officer, director, trustee, or key employes)
who received reportable compensation (Box 5 of Form W-2 and/or Box 7 of Form 1093-MISC) of more than $100,000 from the
organization and any related organizations.

 List all of the organization's former officers, key employees, and highest compensated employees who received more than
$100,000 of reportable compensation from the organization and any related organizations.

« List all of the organization's former directors or trustees that recelved, in the capacity as a former director or trustes of the
organization, more than $10,000 of reportable compensation from the organization and any related organizations.
List persons in the following order: individual trustees or directors; institutional trustees; officers; key employees; highest
compensated employees; and former such persons.

[ _Check this box If neither the organization nor any related organization compensated any current officer, dir . Or trustee.
©

Position
W ® | (do not check mors than one o ® ®
Name and Titie Average | pox, unless person is both an | Reportabls Reportable Estimated
hours per | officer and a i from| amount of
wesk (st any— = from related
newsfor | 221 2| S FE2| S the organizations compensation
N HEE E; 2 | organization | w-2/1000-wisc)
. 252l [2] 5 (W-2/1000-MISC) organization
below dotted| 23 | 2 "8 and related
ling) gl = g = organizations
ElE 3
g B
g

]

Notable 990 ltems - Compensation
Reporting

» Reportable Compensation
» Severance Payments
» Taxable disability/life insurance payments
» Vested SERP & Section 457(f) payouts
» Gift Cards
» Other Taxable Benefits
» Deferred Compensation
» Deferred Bonuses
» Employer retirement contributions
» Nontaxable Benefits

» Employer & Employee payments
Health/Dental/Vision Insurance premiums

» FSA/HSA Contributions

12/6/2021



Polling Question 1

How confident are you that you are
reporting compensation correctly?
» Super confident
* Basically confident
* Not confident
* | don’t know

12/6/2021



Notable 990 Items — Compensation
Reporting

about nof
Vou
10a Did the organization have local chapters, branches, or affilates? . . . . . PN [
b If “Yes,” chd the organization have written policies and govemning the of such
affiiates, and 10 ensure their we with the s exempt L (T
112 Has the organization provided a Complete copy of this Form 949010 &l members of s goveming body befors fing the fom? [ 11a
b Describe in Schedule O the process, If any, used by the OrGanization 1o review this Form 990. T
122 Did the organization have a written conflict of interest policy? If *No,* go fo ine 13 12a
b Were CRCHS. Orectors. Or TUSTeNS, 03 Aey BTOIYSeS 1eQured 10 DSCI0S BNuaY PSS TR COUK Ve 784 10 contcts? (12D
€ D the organization reguiarly and Mmmmmmhw:m
mnmomm-—m e .,
15 Did the prucess 058 for e delermin\ng compensaﬂun of the f following parsons include a raview and approval by
Independent persons, comparability data, and contemporaneous substantiation of the deliberation and decision?
a Theorganization's CEO, Executive Director, or top management official . . 15a
b Other officers or key employees of the organization . . . . . . 15b
If “Yes" to line 15a or 15b, describe the process in Schedule O (see Instruclions}

16a mummnmmnGMnlmmwnﬁm
With a taxable entty during the year? . . . . . . . .

b i Yes~ did the organization follow a written policy or 10 evaluate its
parmcipation in joint venfure amangements Under applcabie federal tax law. wmmbmn

organization's exempt status with respect to such amangements? . 160

Notable 990 ltems — Compensation
Reporting

SCHEDULE J COmgensaﬂon Information
(Form 990) For certain Officers, -emrs. Tricrims, Kay Emphayons, and Hight

» Complete if the urgmu.anun -rwwsd ¥est on Form 990, Part IV, line 23.
Depantment of the Trestury ';gh,:‘lb Form

OMB No. 1545-0047

Open to Public

el Revenus Senvice > Go to wwwirs. and the latest i Inspection
Fiaime of e organzabon Employer idenbication number
Part | [l g g Comp

Ves

1a Check the appropriate box(es) if the organization provided any of tha following to or for a person listed on Form
990, Part VII, Section A, line 1a. Complete Part il to provide any relevant information regarding these items.

[ First-class or charter travel U] Housing allowance o residence for personal use
] Travel for companions ] Payments for business use of personal residence
] Tax indemnification and gross-up payments ] Health or social club dues or initiation feas

] Discretionary spending account ] Personal services (such as maid, chauffeur, chef)

If any of the boxas on line 1a are checked, did the organization follow a written policy regarding payment
or reimbursement or provision of all of the expenses described above? If “No,” complete Part Il to
explain. . . . . - - - - . 1b

Indicate which, if any, of the following the filing organization used to establish the compensation of the
organization’s CEO/Executive Director. Check all that apply. Do not check any boxes for methods used by a
related organization to establish compensation of the CEQ/Executive Director, but explain in Part 11l

["] Compensation committee ["] Written employment contract
[ Independent compensation consultant [] Compensation survey or study
["] Form 990 of other organizations ["]1 Approval by the board or compensation committee

12/6/2021
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Notable 990 Items — Target Rich

34  Was the organization related to any tax-exempt or taxable entity? If “Yes,” complete Schedule R, Part II, Ill,

35a Did the organization have a controlled entity within the meaning of section 512(b)(13)?
b If “Yes” to line 35a, did the organization receive any payment from or engage in any transactlon W|th a
controlled entity within the meaning of section 512(b)(13)? If “Yes,” complete Schedule R, Part V, line 2 .

Environments

SCHEDULE F

Statement of Actlvitles Outslde the Unlted States
(Form 890)

» Complete if the organization answered “Yes” on Form 900, Part IV, line 14b, 15, or 16.

grants or assistance? .

assistance outside the United States.

assistanca outside the United States.

3 Activities per Region. (The following Part |, line 3 table can be duplicated if additional space is nesded.)

assistance, the grantees’ ehglbllrty for the granls or and the ion criteria used to award the

Notable 990 Items — Target Rich

OMB No. 1545-0047
2017

1 For S. Uoes the org: ] recorgs 10 substantiate the amount of s grants and otner

OYes [INo

2 For grantmakers. Describe in Part V the organization’s procedures for monitoring the use of its grants and other

2 For grantmakers. Describe in Part V the organization’s procedures for menitoring the use of its grants and other

(3} Fegion 10 sume o [ ) Murcerof [ 9] Actvsce soncucied 0 e [e}na;gry Istedin )=
%ents end nnaaisﬂg b aper.l e o

Investment, ?g%a recicients sa—w:a:s; I the regicn

e e

0 Total
expanciures for
&nd Invesiments

In the ragion

1)
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Notable 990 Items — Target Rich
Environments

Schedule § (Form 90D 2015 Fage 4

Was the organization a 1 a U.S. transferor of property to a foreign corporation during the tax year? If “Yes,”
the organization may be required to file Form 926, Return by a U.S. Transferor of Property to a Foreign
Corporation (see Instructions for Form 926) .

Did the organization have an ownership interest in a foreign corporation during the tax year? If “Yes,”
the organization may be required to file Form 5471, Information Return of U.S. Persons With Respect to

Certain Forergn Corporations (see Instructions for Form 5471) ..
he organization have mmmhnwmmhm_’il"..
hmmmmu-ﬁ:’mﬂ?! information Return of U.S. Persons With Respect 1o

Was the organization a direct or indirect shareholder of a passive foreign investment company or a
qualified electing fund during the tax year? If “Yes,” the organization may be required to file Form 8621,
Information Return by a Shareholder of a Passive Foreign Investment Company or Qualified Electing
T [ (R U e e, :

L ves 1 ™o

Did the or.gé-r-'lization_ha've an owhersﬁip interest in a foreign ﬁar-tnersl_wib_du_ring the tax year? If “Yes,”
the organization may be required to file Form 8865, Return of U.S. Persons With Respect to Certain
Foreign Pannershrps (see | Instructrons for Form 88695)

e e o e e e g e .
“Yes.” tmm umnwnfmsna mwmuﬂ
Instructions for Form 5713, do not fie with Form 090) ] ves ] N0

Schedule F (Form #90) 2015

Polling Question 2

Does your organization have any foreign
investments that require additional filings?
* Yes
* Yes, but no additional filings needed
* No
* | don’t know

20

12/6/2021
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Notable 990 Items — Target Rich
Environments

u....u E— e d
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@ 7 V' b e . dom P ogeeston muiney sngege bond sl o e
e L T vy - 'k u rarced progeny "
6 Totaloflnesdands . . .. .. .. .. % % % %
T Doss the bond issus mest the private securty o payment test? .
8a Hasthere been asak or dispostion of any of the bond-financed property toa
nongovemmentl person other than  501(c)(3) organization since the bonds were issusd?
T e ——— -

L — -

OrQuahed torads of T
E—-=—- 141 13 w1 14637

1 Has e e e Fom 8008 T, Atirage Febete, Yiekd Reducton and | yee
L o Ftme®

0
¥ You' 0 e Jc. provide i Part Vi the date B rebate computsion wes

O
w '-l:.-———--——-u—_-.q-

=

] | = [ e
] | = [ e
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Notable 990 Items — Target Rich
Environments

|
Excess Beneftt Transactions (section 501(c)(3), section 501(c)(4), and 501(c)23) organizations anky).

Complete if the organization answered “Yes" on Form 930, Part IV, line 25a or 25b, or Form 930-EZ, Part V, line 40b.

1 (g) Name of isquelfied parson

b] Relztinship between disqualfied person and
orgarization

(&) Destiption of transaction

) Correctad?

Yes

)

2 Enter the amount of tax incumed by the organization managers o disqualfied persons dunng the year
mndersectiond988. . . .. L L

3 Enterthe amount of tax, if any, on line 2, ahove, reimbursed by the organization

(Part IV}

Notable 990 Items — Target Rich
Environments

Schedule L (Form 990 or 990-EZ) 2017

Page 2

Business Transactions Involving Interested Persons.

Complete if the organization answered “Yes” on Form 990, Part IV, line 28a, 28b, or 28c.

(a) Name of interested person

(b) Relationship between (c) Amount of
Interested person and the transaction
organization

(d) Description of transaction

(&) Sharing of

organi

ization's

revenues?

Yes

No

1)

2

@)

(C)]

5

(6)

8)

©

(10)

12/6/2021
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Notable 990-T Items

» UBI Criteria:
 Activity must be a trade or business,
« Activity must be regularly carried on, and

» Activity is not substantially related to the organization’s exempt
purposes.

+ All three criteria must be met for an activity to generate UBI.

Polling Question 3

Does your organization have unrelated
business income?

* Yes

* No

* Definitely not

* | don’t know

26

12/6/2021
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Notable 990-T Items - How Do You
Identify Potential UBI?

+ |dentify income from activities — consider these

Charge for use of parking lot during special events?

Sell advertising in a publication, newsletter, program, website, or
other media?

Operate a gift shop, bookstore, or restaurant?

Rent property to others?

Have ownership in a joint venture; i.e. partnership, S-Corp, etc.?
Conduct games of chance?

License use of name, logo, or mailing list?

Provide management or administrative services for a fee?
Provide lab services or pharmacy services to non-patients?

12/6/2021
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Income Excluded From UBI

« Dividends, interest, annuities and other investment income
» Not excluded if received from controlled entity (except dividends)
» Not excluded if debt-financed
» Not excluded if from S Corporation
» Not excluded if a 501(c)(7), (9), (17) or (20) organization

* Royalties
» Not excluded if received from controlled entity

* Not excluded if debt-financed

Income Excluded From UBI (Continued)

* Rents
» Not excluded if based on net profit
* Mixed leases

If personal property is between >10% and <50% real property lease is excluded

If personal property >50% none are excludable
« If personal services are rendered not excludable
» Not excluded if received from controlled entity

* Not excluded if debt-financed

* Research

» Depends on nature of organization and type of research

» Gains and losses from disposition of property
» Not for debt-financed property

12/6/2021
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Form 990-T Updates

Q9()-T | Exempt Organization Business Income Tax Return
- (and proxy tax under section 6033(e))

» Electronic filing

» Core form reduced to 2
pages
» Acts as a summary
document to combine all

positive unrelated business
income activities

+ Calculation of tax liability

* An organization with no
unrelated business
taxable income that
needs to file Form 990-T
should complete and file
Form 990-T only

Form 990-T Updates

» Schedule A to replace Schedule M

* Now includes what used to Schedules A—J on core
Form 990-T

» Must report a separate Schedule A for each “silo” of
unrelated business income following requirements
under the final 512(a)(6) regulations

SCHEDULE A Unrelated Business Taxable Income
(Form 990-T) From an Unrelated Trade or Business

A > Goto irs. for and the for
Intemal Revenue Senvice pnommmsﬁuanﬁnlmmunmp,bemaﬂmhic‘,nn«gnm-nsmlcb(-i mqq;qo,,..z.....m,
A Name of the organiz ization B Employer identification number

C Unrelated business activity code (ses instructions) » D Ssquence: of

[E_Describe the unrelated trade or business b

Hnralatad Trada ar Rusinace Inanma mmccme | @cmemes | =T™

16
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Notable 990-T Items - Unrelated Business
Income Siloing

» The loss from one business activity can
no longer be used to offset the gain from
another

* |n other words, the sum of all unrelated
business activities can’t be less than $0

* IRS Guidance — Issued Final
Regulations under Section 512(a)(6)

Notable 990-T Items - Siloing

Final Regulations provide:

« Exempt organization with more than one unrelated
trade of business must compute UBTI separately
with respect to each unrelated trade or business,
without regard to the $1K specific deduction,
including determining any NOL deduction

* NAICS codes - first two digits

* Review unrelated business activities by NAICS
codes and determine methodology for allocating
the expenses

17



Notable 990-T ltems - UBI Generated from
Partnerships

« If partnership interest meets certain criteria under the de minimis test or
the significant participation test, the UBI can be aggregated as
investment activities versus breaking out the income into various
business lines or activities

» De minimis test - applicable if the institution doesn’t directly or indirectly
hold more than 2% of a profit or capital interest in the partnership

+ Significant Participation test (formerly Control Test) - applicable if the
institution doesn’t directly or indirectly hold more than 20% of a capital
interest & doesn’t have control or influence over the partnership based on
facts and circumstances

36

HISTORY OF 501(r)

» Part of the Patient Protection and
Affordable Care Act (the ACA), enacted
March 23, 2010

» Applies to all 501(c)(3) organizations that
operate one or more hospital facilities

» A hospital facility is a facility that is required
by a state to be licensed, registered, or
similarly recognized as a hospital

» Provisions of 501(r)(3)-(6) applied to
taxable years beginning after March 23,
2012

» Final regulations were released on
December 29, 2014 and apply to tax years
beginning after December 29, 2015

12/6/2021
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KEY 501(r) PROVISIONS TO REVIEW

» Check website to ensure all required and most recently
board-approved documents are listed in an easy-to-find
area

» Community Health Needs Assessment (CHNA)
» Implementation Strategy (IS)
» Financial Assistance Policy (FAP)

» Include all attachments and references to the
FAP

» Plain Language Summary (PLS)
» FAP Application
» Billing & Collection Policy, if separate from FAP

» All required translations for Limited English
Proficiency (LEP) population

» Carefully review 990 (Schedule H in particular)

h 4

Polling Question 4

Does your website have all required
documents to be compliant under 501(r)?
* Yes
* No
* No, but we’re working on it
* | don’t know

38
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SCHEDULE H RED FLAGS

3 During the tax year or either of the two immediately preceding tax years, did the hospllal facil rty conduct a
community health needs assessment (CHNA)? If “No,” skip to line 12 . .

If “Yes,” indicate what the CHNA report describes (check all that apply):

oo

40

oo

.0 OO O Ooog o

A definition of the community served by the hospital facility

Demographics of the community

Existing health care facilities and resources within the community that are available to respond to the
health needs of the community

How data was obtained

The significant health needs of the community

Primary and chronic disease needs and other health issues of uninsured persons, low-income persons,
and minority groups

The process for identifying and prioritizing community health needs and services to meet the
community health needs

The process for consulting with persons representing the community's interests

The impact of any actions taken to address the significant health needs identified in the hospital
facility's prior CHNA(s)

Other (describe i

12/6/2021
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SCHEDULE H RED FLAGS (cont.)

ey | |

| | |
IEI”I Bad Debt, Medicare, & Collection Practices
Section A. Bad Debt Expense

1 Did the organization report bad debt expense in accordance with Healthcare Financial Management Association Statement No. 157 : 11 |

2 Enter the amount of the organization's bad debt expense. Explain in Part VI the
methodology used by the organization to estimate this amount . . . . .2

3 Enter the estimated amount of the organization's bad debt expense attributable to
patients eligible under the organization's financial assistance policy. Explain in Part VI the
methodology used by the organization to estimate this amount and the rationale, if any,
for including this portion of bad debt as community benefit. . . . . 3

4 Provide in Part VI the text of the footnote to the organization’s financial statements thaT describes bad debt

expense or the page number on which this footnote is contained in the attached financial statements.

41

* New Audit reporting rules — Topic 606

» No longer have financial statement footnotes

12a

o T

42

SCHEDULE H RED FLAGS (cont.)

Did the hospital facility adopt an implementation strategy to meet the significant commumty health needs
identified through its most recently conducted CHNA? If “No,” skip to line 11

Indicate the tax year the hospital facility last adopted an implementation strategy: 20_

Is the hospital facility's most recently adopted implementation strategy posted on a website? .

If “Yes,” (list url)——=

If “No,” is the hospital facility's most recently adopted implementation strategy attached to this return? .
Describe in how the hospital facility is addressing the significant needs identified in its most
recently conducted CHNA and any such needs that are not being addressed together with the reasons why
such needs are not being addressed.

Did the organization incur an excise tax under section 4959 for the hospital facility's failure to conduct a
CHNA as required by section 501(r)(3)?

If “Yes" to line 12a, did the organization file Form 4720 to repcrt the secilon 4959 excise tax"‘

If “Yes” to line 12b, what is the total amount of section 4959 excise tax the organization reported on Form
4720 for all of its hospital facilities? $

10

12a

12b

12/6/2021
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Excise Tax under Section 4959

» Imposes an excise tax of $50,000 on hospitals that fail
to meet one or more requirements under Section
501(r)(3)

* Reported on Form 4720

Form 4720 {2020} Page9

Schedule M—Tax on Hospital Organization for Failure to Meet the Community Haﬂm Needs
4959 and 501(r)3)). (See i

Failures to Meet Section 501(1(3)

) em () Taux year hospital fe) Tax year hospital
) Name of hospital facility (€] Description of the tsilure faciity last conducted a | faciity last adopted an
CHNA implementation strategy
1
2
3
4
5
Computation of Tax
1 Number of hospital facilities operated by the hospital organization that failed to meet the Oommumty
Health Needs Assessment requirements of section 501((3) . . . . . . . . 1
43 2 _ Tax—Enter $50,000 multiplied by line 1 hereandon Part L. line 12 . . . . . . 8 s o 2

SCHEDULE H RED FLAGS (cont.)

17  Did the hospital facility have in place during the tax year a separate billing and collections policy, or a written
financial assistance policy (FAP) that explained all of the actions the hospital facilny or other authorized party k
may take upon nonpayment? T 17

18 Check all of the following actions agamst an |ndeua] that were pe(mmed under the hospnaJ facmtys

policies during the tax year before making reasonable efforts to determine the individual's eligibility under the

facility's FAP:

E_. Reporting to cradit agency(ies)

b Selling an individual's debt to another party

c Defarring, denying, or requiring a payment before providing medically necessary care due to

nonpayment of a previous bill for care covered under the hospital facility's FAP

d Actions that require a legal or judicial process
e Other similar actions (describa i

None of these actions or other similar actions were permitted

oG

44
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SCHEDULE H RED FLAGS (cont.)

Did the hospital facility or other authorized party perform any of the following actions during the tax year

before making reasonable efforts to determine the Individual's eligibility under the facliity's FAP? .
If “Yes,” check all actions in which the hospital facility or a third party engaged:

[] Reporting to credit agency(ies)

[T]  selling an individual's debt to another party

[[1 Deferring, denying, or requiring a payment before providing medically necessary care due to

nonpayment of a previous bill for care covered under the hospital facility’s FAP
[C] Actions that require a legal or judicial process

[[] Other similar actions[[descrbe in Section

Indicate which efforts the hospital facility or other authorized party made before initiating any of the actions listed (whether or

not checked) In line 19 (check all that apply):

a [] Provided a written notice about upcoming ECAs (Extraordinary Collection Action) and a plain language summary of the
FAP at least 30 days before Initiating those ECAS[UT not, describe in Section G} |

b [] Made areasonable effort to orally notify individuals about the FAP and FAP application process (if not, describe in Section C)
¢ [ Processed incomplete and complete FAP applications](if not, describe in Section C

d [ Made presumptive eligibllity determinations f(if not, describe In Section C)

e [ Otner [describe n Section O |

T[] None of these efforts were made
45

SCHEDULE H RED FLAGS (cont.)

Policy Relating to Emergency Medical Care

21

Did the hospital facility have in place during the tax year a written policy relating to emergency medical care
that required the hospital facility to provide, without discrimination, care for emergency medical conditions to
individuals regardless of their eligibility under the hospital facility's financial assistance policy?

If “No,” indicate why:

21

a [J The hospital facility did not provide care for any emergency medical conditions
b [0 The hospital facility's policy was not in writing
¢ [0 The hospital facility limited who was eligible to raceive care for emergency medical conditions (describe
in Section C)
d [J Other (describe in|Section CI
Schedule H (Form 990) 2016
46

12/6/2021

23



24

SCHEDULE H RED FLAGS (cont.)

Tes | MO

Indicate how the hospital facility determined, during the tax year, the maximum amounts that can be charged

to FAP-gligible individuals for emargency or other medically necessary care.

[0 The hospital facility used a look-back method based on claims allowed by Madicare fee-for-sarvice
during a prior 12-month period

[0 The hospital facility used a look-back method based on claims allowed by Medicare fee-for-service and
all private health insurers that pay claims to the hospital facility during a prior 12-month period

[0 The hospital facility used a look-back method based on claims allowed by Medicaid, either alone or in
combination with Medicare fee-for-service and all private health insurers that pay claims to the hospital
facility during a prior 12-month period

O The hospital facility used a prospective Medicare or Medicaid method

During the tax year, did the hospital facility charge any FAP-gligible individual to whom the hospital facility

provided emargency or other medically necessary services more than the amounts generally billed to 4

individuals who had insurance covering such care? . . T LT T 23

If “Yes,” explain in|Section C
During the tax year, did the hospital facility charge any FAP- ellglble individual an amount equa[ to the gross
charge for any service provided to that individual? . s 24

If “Yas," explain in ion C

47

Schedule H (Form 960) 2016

48

FINAL THOUGHTS ON 501(r)

» IRS is working its way through every hospital in the
country — if you have red flags on your return, the odds of
being selected for examination are high

» Two policy changes that can simplify 501(r) compliance

» Free care only discounts for FAP-eligible patients
(typically see 200% FPG)

» Eliminate Extraordinary Collection Activities (ECASs)

» Make sure your hospital is following through &
implementing policy changes operationally

» Conduct regular assessments

» Update provider lists regularly and include updated
versions on website

» Internal audit procedures

12/6/2021
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Employee Retention Credit (ERC)-
General

» Credit is allowed against the employer’s share of
Social Security tax
» Fully refundable credit

« If the credit exceeds the employer’s share of Social
Security tax on all wages, the excess is treated as
an overpayment & refunded

* Claim on Form 941 or 941-X

Polling Question 5

Has your organization considered utilizing
the Employee Retention Credit?

* Yes, we have calculated and filed

* Yes, but it doesn’t apply

* No

* | don’t know

50
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ERC- Eligible Employers

+ Experience one of the following:

* Full or partial suspension of operations during any calendar
quarter in 2020 due to orders from an appropriate government
authority

+ A significant decline in gross receipt during the calendar
quarter

* No limit on number of employees, more lucrative if under certain
thresholds

» Trade or business requirement
+ Government entities not eligible (for 2020, some are in 2021)

+ Tax exempt organizations under Section 501(c) are eligible

12/6/2021
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ERC- Interesting Facts

* IRS Notices 2021-20 , 2021-23 & 2021-49

« Partial Shutdowns

* An employer may be considered to have a partial suspension
of operations if more than a nominal portion of its business
operations are suspended due to a government order despite
the ability to work remotely.

e Revenue Decline

* The evaluation of the decline is performed on a quarterly
basis.

* Income from forgiveness of the PPP loan in a quarter, that
revenue may be excluded from the calculation of gross
receipts.

2020 vs. 2021 ERC Summary

" Taoerc |aeterc |
Significant decline in gross receipts 50% 20%

threshold

Applicable dates 3/13/20-12/31/20 1/1/21-09/30/21

Credit percentage applied to qualified wages 50% 70%

Per employee wage limit $10,000 for the year $10,000 per quarter
Maximum credit per employee $5,000 $14,000

Maximum number of full-time employees 100 500

allowed to claim credit on all wages paid

Certain government employers eligible? No Yes
Eligible if obtaining PPP loan? Yes, retroactively Yes

12/6/2021
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EXCISE TAX ON EXECUTIVE COMPENSATION

» Final regulations issued January 2021

» Section 4960 was enacted to mirror the rules
under §162(m), which limit the deduction for
corporations to “covered employees” in excess
of $1 million and §280G, which limits the
deduction for “parachute payments”

» Excess remuneration taxed at corporate rate
(flat 21 percent)

» Applicable for the first taxable year beginning
after December 31, 2017 (2021 for final regs)

» Organization’s fiscal year has a major impact
on first-year applicability

56

EXCISE TAX ON EXECUTIVE COMPENSATION
(cont.)

» Applicable tax-exempt organizations
» Organizations exempt from taxation under §501(a)

» Farmers’ cooperative organizations described in
§521(b)(1)

» Organizations with income that is excluded under
§115(1)

» Political organizations described in §527(e)(1)

» Related Organizations

12/6/2021
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COVERED EMPLOYEES

» One of an applicable tax-exempt organization’s
(ATEO’s) five highest-compensated employees
for the current taxable year or anyone who was
a covered employee of the ATEO for any
preceding taxable year beginning after
December 31, 2016

» No minimum threshold for an employee to be a
covered employee (need not be paid excess
remuneration or excess parachute payment)

58

REMUNERATION & EXCESS REMUNERATION

» Defined as wages, excluding designated Roth
contributions

» Includes amounts required to be included in gross
income under §457(f)

» Does not include certain retirement benefits,
including payments from or contributions to
qualified retirement plans

» Compensation for the performance of medical or
veterinary services by a licensed medical
professional (including a veterinarian) is excluded
from remuneration & parachute payments under
§4960(c)(3)(B) & (c)(5)(C)(iii) respectively

» When a covered employee is compensated for both
medical services & other services, the employer must

allocate remuneration paid to such employee between
medical services & such other services

12/6/2021
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PARACHUTE PAYMENTS &
EXCESS PARACHUTE PAYMENTS

» A parachute payment is defined as any payment arising out of an
employment relationship to a covered employee if:

» Such payment is contingent on such employee’s separation from
employment and

» The aggregate present value of the payments in the nature of
compensation to such individual that are contingent on such separation
equals or exceeds an amount equal to three times the base amount

» An anticipated reduction of the level of service of less than 50
percent is not treated as a separation from employment

» An excess parachute payment is the excess of the amount of any
parachute payment made by an ATEO over the portion of the
covered employee’s base amount that is allocated to the payment

» Note that this is the excess over one times the base amount and not the
excess over three times the base amount

60

Example

» A, a covered employee of M, has a base amount of $200,000. A
is to receive payments contingent on an involuntary separation
from employment with a present value equal to $800,000. The
payments are parachute payments because $800,000 is more
than three times A's base amount of $200,000. Thus, the
amount of payments in excess of the base amount of $200,000
($600,000) is subject to the excise tax. However, if the amount
of contingent payments was only $580,000, no amount would
be subject to the excise tax.

12/6/2021
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PARACHUTE PAYMENTS &
EXCESS PARACHUTE PAYMENTS

Payments Contingent on involuntary
separtation from Employment

Base Amount
Amount times Base
Is this Excess Parachute Payment

Amount Subject to Excise Tax

800,000

200,000

Yes

600,000

Amount of Excise Tax

126,000

Questions?

Noelle Alberto

12/6/2021

31



12/6/2021

32



