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2026 Tax Outlook – Where are we Today?

4

 Internal Revenue Service Staffing

 501(r) Priority

 2026 Tax Legislation Outlook
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Uncertainty in DC – Do Past Proposals Indicate the 
Future?

Eliminate Nonprofit Status for Hospitals 

• $260 billion in 10-year savings 

• More than half of all income by 501(c)(3) nonprofits is generated by nonprofit hospitals and healthcare firms. 
This option would tax hospitals as ordinary for-profit businesses. This is a CRFB score.

Eliminate Deduction for Charitable Contributions to Health Organizations 

• $83 billion in 10-year savings 

• Taxpayers can deduct contributions to qualifying health organizations (patient advocacy groups, professional 
medical associations, and other U.S.-based charitable organizations with 501(c)(3) tax status) from their taxable 
income. This option would remove the deduction for contributions to health organizations, generating $83 billion 
in savings over 10 years.
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2025 OBBBA - Impact to Healthcare Sector
OBBBA Tax Provision
• Executive Compensation Excise Tax (Internal 

Revenue Code Section 4960)

• OBBBA expanded the 21% excise tax for tax-
exempt entities

• Any employee earning over $1M versus the 
top 5 (covered persons)

• Medical services compensation still excluded

• Tax years beginning after December 31, 2025

• Charitable contribution deduction changes 
(expansion for middle class taxpayers, 
limitations for high earning taxpayers and C 
Corporations

• Inflation Reduction Act Changes – Timing! 

Impact of OBBBA on IRA Clean Energy Credits | 
Forvis Mazars

OBBBA Other Provision
• Medicaid and coverage changes

• The CBO projects these policies will result in 
about 16.5 million fewer people insured
(mostly dropping Medicaid or marketplace 
coverage). 

• OBBBA reduces federal support for hospitals in 
other ways – i.e., phasing down Medicaid DSH 
payments and limiting provider taxes and state-
directed payments – potentially squeezing 
hospital revenue.

• $50 billion Rural Hospital Transformation 
Fund, cuts to 340B drug program 
reimbursements, and promoting site-neutral 
payment policies for Medicare outpatient 
services.
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IRS Priority Guidance Plan

• Released: September 30, 2025

• Changes in Priorities

• Exempt Organizations: Excise Tax on Excess Compensation (i.e., expanded definition of covered employee)

• Statutory prohibition in IRC 501(c)(3) against participation in political campaigns

• 2025-2026 Initial PGP
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Poll #1: What is Your Biggest Concern about Tax?

1. Complying with IRC 501(r)

2. IRS Exam

3. Future Tax Legislation
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Community Benefit
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Most Recent Community Benefit Scrutiny
"What sort of excuses do these tax-exempt hospitals make to justify the 
massive deficit between the charity care they provide and the tax benefits that 
they receive? How has this imbalance been able to grow so substantially in 
recent years? What should be done to flip the equation here?"  

— Rep. Jason Smith (R-MO), Chairman of the House Ways and Means Committee 

Source: House Ways and Means Committee Hearing Opening Statement, 
September 16, 2025

"Hospitals that fall short [of providing charity care] should lose their tax-
exempt status." 

— Sen. Bernie Sanders (I-VT) 

Source: Referenced in Chief Healthcare Executive reporting on renewed calls for 
oversight, November 21, 2025 (stated as part of a 2023 Report by the U.S. Senate 
Health, Education, Labor, and Pensions Committee).
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"These numbers tell a powerful story about the role hospitals play beyond their walls. Hospitals are the heartbeat of 
healthier communities. […]”
— Rick Pollack, President and CEO, American Hospital Association (AHA) 

Source: Press release accompanying the EY/AHA report, November 17, 2025
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American Hospital Association Report –
November 2025
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Source: AHA-EY Benefit of Tax Exemption Report TY2022
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American Hospital Association Report –
November 2025
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Source: AHA-EY Benefit of Tax Exemption Report TY2022
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General Reporting Criteria

Improving access 
to health services

Enhancing 
public health

14

Advancing increased 
general knowledge

Relief of a government 
burden to improve health

Program/activity must be a community health need

"It's important to get a better definition on what constitutes a community benefit, since it helps determine if hospitals 
qualify for tax-exempt status."  — Rep. Beth Van Duyne (R-TX) 

Source: Remarks during House Ways and Means Committee Hearing, September 16, 2025
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Benchmarking Overview
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American Hospital Association Report –
November 2025
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Source: AHA-EY Benefit of Tax Exemption Report TY2022
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Free and/or discounted care 
included in the FAP

Reported based on cost not charges

Do not include:

• Bad debt

• Medicaid or Medicare losses 
(reported elsewhere)

• Self-pay or prompt pay discounts

• Contractual adjustments with 
third-party payers

Financial Assistance 
at Cost
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Government-Sponsored 
Means-Tested
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Do not include:

• Medicare shortfalls

• Government programs that 
are not means-tested, e.g., 
Veterans

Losses incurred for Medicaid recipients & 
low-income patients participating in other 
government-sponsored means-tested 
insurance program

Reported based on losses
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Medicaid Shortfall 
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Other Community Benefit Programs

Community Health 
Improvement Services

• Community health education, 
support groups, health 
screenings 
(uninsured/underinsured), 
self-help programs

Health Professionals 
Education

• Lectures, presentations, 
programs, materials focused on 
prevention & health behaviors

20

Subsidized 
Health Services

• Clinical services provided at a 
financial loss (meets a need 
identified by the community)

Examples include: 

Research

• Goal is to generate 
increased knowledge made 
available to the public

Cash & In-Kind Contributions 
for Community Benefit

• To healthcare organizations & other community groups 
(restricted for use for community benefits); hours 
contributed by staff to the community while on hospital’s 
work time; donations of food, equipment, & supplies
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Community Health Improvement Services  

0.41%
0.44%

0.37%
0.34%

0.29%

0.38% 0.39%
0.37%

0.00%

0.05%

0.10%

0.15%

0.20%

0.25%

0.30%

0.35%

0.40%

0.45%

0.50%

< $100M $100M - $300M $300M - $1B > $1B

Average Community Health Improvement Services % of Total Expense

2016 2021

21 Data Source: Cause IQ, 2024



© 2025 Forvis Mazars, LLP. All rights reserved.

Health Professionals Education 
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Subsidized Health Services  
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Cash & In-Kind Contributions 
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Other Community Benefit Programs
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Do not include:

• Programs intended primarily for marketing purposes

• Activities that don’t generate expense to the hospital, 
e.g., volunteers

• Routine or required care & services

• Activities or programs required for licensure or 
accreditation

Community Building Activities
• Activities to protect or improve the health & safety 

of its residents

Community Benefit Operations
• Staff costs for managing & overseeing community 

benefit program activities that are not included in other 
categories; staff cost for internal tracking & reporting 
community benefit
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Total Community Benefit Percentage
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Poll #2: What area is the biggest opportunity for 
your hospital to increase its community benefit 
percentage?

1. Financial Assistance at Cost

2. Community Health Improvement Services

3. Health Professions Education

4. Subsidized Health Services

5. Research

6. Cash and In-Kind Contributions

28
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Community Benefit Standard

• Renewed focus by Congress, the media, & other stakeholders
• Value of tax-exemption compared to the amount of community benefit provided
• Calling for enhancements to Schedule H of Form 990
• Scrutinized executive compensation

30
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How to Value Tax-Exemption

31

• Not an exact science

• Items impacted

• Federal income tax

• State income tax

• Preferred interest rates on exempt 
bond financing

• Sales tax exemption for some purchases

• Property tax exemptions for property used 
in furtherance of the hospital’s mission

• Charitable contributions received
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Poll #3: Has your hospital valued its tax exemption?

1. Yes

2. No

32
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Reminders

35

Website
Are the following items still 
on the hospital’s website?

• Plain Language Summary

• Financial Assistance Policy

• Provider Lists (Covered & Noncovered)

• AGB Calculation (If Applicable)

• FAP Application

• CHNA (Most Recent One)

• CHNA (Prior One)
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Reminders

36

Update Documents
• Update AGB calculation yearly 

(if using look-back method)

• Must be completed by the 120th day after year-end

• Update covered & noncovered provider lists

• At least quarterly (include date stamp)

• Complete CHNA & have it adopted by the board

• Every 3 years by tax year-end

• Save board minutes with the documentation 
of approval

• Complete implementation strategy & have it adopted 
by board
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Reminders

37

Translation
• FAP, FAP Application, & PLS must be 

translated to accommodate limited English 
proficient (LEP) individuals, for any 
language spoken by each LEP group that 
constitutes the lesser of 1,000 individuals or 
5% of the community served by the hospital

• Retain documentation for this analysis

• PLS needs to state the availability of 
translations

• Translated documents need to be on 
the website
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Schedule H Red Flags
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Schedule H Red Flags
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Schedule H Red Flags
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Schedule H Red Flags
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Schedule H Red Flags
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Schedule H Red Flags
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Schedule H Red Flags
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Schedule H Red Flags
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Poll #4: Which Role Best Describes Your Interaction 
with Schedule H?
1. I review one or more parts of Schedule H

2. I provide information for one or more parts of Schedule H

3. I am aware of Schedule H being filed but have no role in the 
process.

4. Both a and b

5. None of the above

46
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Sample IDR Questions

501(r)(3)
• Provide the dates that each CHNA was adopted by an authorized body of the hospital facility & 

evidence of adoption, i.e., copies of board meeting minutes or resolutions

• We could not locate any CHNA’s posted on the hospital's website. Please provide the exact website 
address where the CHNA was posted on this website or explain how you otherwise made it widely 
available. 

• Same questions for Implementation Strategy

• Identify a person who has knowledge of the actions taken to solicit public input from persons who 
represent the broad interest of your community & who was responsible for the content of the CHNA 
& Implementation Strategy

48
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Sample IDR Questions
501(r)(4)(A)
• Provide a sample application & instructions for applying for financial assistance

• Provide the basis for calculation the amounts charged to patients under FAP

• Provide committee minutes describing the hospital’s actions in regard to widely publicizing the FAP 
& documentation supporting the publicity & PLS

• Provide written documentation supporting what actions the hospital may take in event of 
nonpayment

• Describe how hospital notifies & informs patients of the availability of the FAP

• Provide a copy of a representative billing station provided to a patient after discharge

• Copies of any complaints in which a patient alleged the hospital failed to comply with its FAP or did 
not comply with the requirements of the regulations

• Make available for interview a person with knowledge of billing & collection policies

• On-site tour of all signage and publications that are present in all hospital facilities regarding the FAP
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Sample IDR Questions

501(r)(4)(B)
• Provide a copy of each hospital’s written policy with respect to their provision of emergency 

medical care

• Provide a copy of the resolution or other memorization for the authorized body of the hospital 
that establishes that each EMCP was adopted

• Person for interview

• Complaints

50
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Sample IDR Questions

501(r)(5)
• Provide workpapers that show calculations for purposes of determining the AGB

• List of FAP-eligible emergency care that the hospital provided that shows the prices to be charged 
for FAP-eligible individuals & your gross charges for these services

• List of FAP-eligible, non-emergency but medically-necessary care provided that shows the 
prices to be charged for FAP-eligible individuals & your gross charges for these services

• List of all other FAP-eligible, non-emergency & non-medically-necessary care provided that 
shows the prices to be charged for FAP-eligible individuals & your gross charges for these services

• Person for interview

• Complaints
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Sample IDR Questions

501(r)(6)
• Please provide a copy of billing & collections policy if separate from FAP

• Identify if the following situations applied to your organization & explain specific details of these 
actions. Also, explain if these actions are not ECAs that would result in your failure to meet the 
requirements of 501(r)(6)

• Sold an individual’s debt to another party

• Engaged in actions that required a legal or judicial process

• Explain how the hospital made reasonable efforts to determine if individuals were FAP-eligible for 
care before engaging in ECAs

• Select three representative individuals against whom ECA’s were initiated and:

• Identify which type of ECA & the specific date it began

• Provide a copy of the written notice provided to the individual before the ECA was begun against them

• Person for interview

• Complaints
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Poll #5: How Prepared is Your Hospital for an IRS 
Examination of Form 990, Schedule H?
1. Very prepared

2. Somewhat prepared

3. Neither prepared or unprepared

4. Somewhat unprepared

5. Very unprepared

6. I don’t know

53
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Recap & Takeaways

Evolving Definition of Community Benefit
• Debates over Community Benefit Scope

• Calls for Clearer IRS Guidance (Omitted from most recent PGP)

• Proactive Documentation and Narrative

• Heightened IRS Scrutiny

Heightened Federal Oversight of Hospital Tax Exemption
• Intensified Congressional Oversight

• Threat of Losing Nonprofit Status

• TIGTA’s Recommendations-

• Clarify and modernize community benefit standard

• Baseline criteria for FAP eligibility

• Accuracy of selection procedures for IRS reviews

• Exclusion of certain governmental and church affiliated hospitals
56
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Recap & Takeaways

Tax Impact of the One Big Beautiful Bill
• IRC 4960 Excise Tax on Excess Compensation

• Charitable Contributions

• Medicaid and Other Changes

Strengthening Compliance with 501(r)
• CHNA

• FAP

• AGB

• Billing & Collections

• Schedule H Accuracy

57



© 2025 Forvis Mazars, LLP. All rights reserved.

Recap & Takeaways

Real-World Application
• IRS Exam Readiness

• Conduct Mock Audits and Close Gaps

• Stakeholder Communication / Education

• Leverage Lessons Learned

• Documentation
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HFMA Arkansas – Forvis Mazars One-Time Offering
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HFMA Arkansas - 501(r) Assessment Meeting

For Fridays in January only, we are offering an initial 501(r) assessment. We will 
provide you with 3-5 action steps to consider after our discussion and a review of 
your hospital’s website. This is not available to anyone other than HFMA Arkansas 
Attendees!



The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and analysis of 
industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by Forvis Mazars or the author(s) 
as to any individual situation as situations are fact-specific. The reader should perform their own analysis and form their own conclusions regarding any 
specific situation. Further, the author(s)’ conclusions may be revised without notice with or without changes in industry information and legal authorities.
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Tax Director & Southwest Region Tax-Exempt Services Leader

Andrew.Gray@us.forvismazars.com


