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The Affordable Care Act (“ACA”), which was 
enacted in 2010, added Section 501(r) to 
the Internal Revenue Code (IRC). Section 
501(r) imposes additional requirements for 
hospital facilities of hospital organizations 
that are exempt under IRC Section 501(c)(3) 
(i.e., Section 501(r) does not repeal or mod-
ify current exemption requirements). Final 
regulations were issued on December 29, 
2014, which provide some clarification of the 
previously issued proposed regulations. Im-
portantly, the final regulations provide a de-
layed effective date—hospitals must comply 
with the final regulations beginning on the 
first day of their first tax year beginning after 
December 29, 2015. For tax years prior to 
December 29, 2015, a hospital facility may 
rely on a reasonable, good faith interpreta-
tion of 501(r).

The following discussion provides added de-
tail regarding the clarifications and revisions 
in the final regulations (Section I) and con-
cludes with proposed action steps for tax-
exempt hospital organizations (Section II).

I. Overview: Clarifications and 
Revisions in the Final 

Regulations.

Hospital Organizations and Facilities:

The final regulations define a hospital facility 
as “a facility that is required by a state to be 
licensed, registered or similarly recognized 
as a hospital.” A hospital facility includes a 
facility operated through a disregarded enti-
ty. Multiple buildings under one state license 
constitute a single hospital facility. In addi-
tion, operations in a single building under 
more than one state license constitute mul-
tiple hospital facilities. Although the Section 
501(r) requirements apply on a facility by fa-
cility basis, it should be noted that the facili-
ties can collaborate in certain of the 501(r) 
requirements so long as the collaboration is 
appropriate (e.g., the facilities may have the 
same FAP). Such collaboration alleviates the 
Section 501(r) compliance burden.  Finally, 
governmental hospitals that are (or want to 
be) recognized by the IRS as exempt under 
Section 501(c)(3) are subject to the require-
ments of Section 501(r). A governmental 
hospital that wants to avoid the application 

http://www.lewisrice.com/pages/default.aspx


2
lewisrice.com

of Section 501(r) can terminate its 501(c)
(3) status using the procedures provided in 
Revenue Procedure 2014-4.  

Section 501(r) does not apply to taxable op-
erations or organizations, so a hospital orga-
nization does not have to meet the Section 
501(r) requirements with respect to any ac-
tivities that constitute an unrelated trade or 
business described in Section 513 with re-
spect to the hospital organization. Similarly, 
a hospital facility does not have to meet the 
Section 501(r) requirements with respect to 
taxable corporations that provide care in the 
facility, even if the corporation is wholly or 
partially owned by the hospital organization 
(e.g., physicians’ practices).  

A hospital organization “operates” a hospital 
facility if it owns a capital or profits interest in 
a partnership or LLC that operates the facility.  
Thus, a hospital organization cannot avoid 
the application of Section 501(r) through one 
or more lower-tier entities treated as partner-
ships. The governing body of a partnership 
or disregarded entity is an “authorized body” 
of its hospital facility, but a committee of such 
a governing body may also be an authorized 
body to the extent permitted under state law. 

Failure to Meet the Section 501(r) Re-
quirements:

The final regulations provide that an error or 
omission will not be considered a “failure” to 
meet a Section 501(r) requirement or jeop-
ardize a hospital facility’s exemption (and 
disclosure will not be required) so long as 
the error or omission is minor, inadvertent 
or due to reasonable cause; and the hos-
pital facility promptly corrects the omission 
or error. The final regulations add a require-
ment that the facility establish practices or 
procedures reasonably designed to promote 

and facilitate Section 501(r) compliance.  So 
long as a failure to meet a Section 501(r) re-
quirement is not willful or egregious and the 
facility corrects and discloses the error, the 
failure should be excused. The final regula-
tions also provide that failure by a hospital 
facility to meet its community health needs 
assessment (CHNA) requirement is not sub-
ject to the $50,000 Section 4959 excise tax 
if its error or omission was minor and either 
inadvertent or due to reasonable cause, and 
it promptly corrected the error or omission. 
Again, no disclosure is required.

The final regulations clarify that noncompli-
ance will not necessarily result in the op-
eration of the facility to be considered an 
unrelated trade or business as described 
in Section 513; however, the income of the 
facility will be subject to corporate income 
tax as “noncompliant facility income.” This 
taxable noncompliant facility income is not 
considered UBI, so it should not impact tax 
exempt bonds used to finance the noncom-
pliant hospital facility.  

The IRS has recently issued additional guid-
ance regarding correction and disclosure 
procedures for hospital organizations to 
follow so that certain failures to meet the 
requirements of  Section 501(r) will be ex-
cused. See Rev. Proc. 2015-21.

Community Health Needs Assessment 
(CHNA):

Consistent with the earlier proposed regula-
tions, the final regulations maintain that for 
any year a hospital operates a hospital fa-
cility, it must: (1) “conduct” a CHNA in the 
current taxable year or in either of the two 
preceding years; and (2) an authorized body 
of the hospital facility must adopt an imple-
mentation strategy to meet the community 
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health needs identified in the CHNA. In order 
to conduct a CHNA the regulations say that 
a hospital facility must complete the follow-
ing steps:

1. Define the community it serves
2. Assess the health needs of that commu-

nity
3. Solicit and take into account input re-

ceived in its assessment from persons 
who represent the broad interests of that 
community (including those with special 
knowledge or expertise in public health)

4. Document the CHNA in a written report
5. Make the CHNA report widely available 

to the public

The implementation strategy must be ad-
opted on or before the fifteenth day of the 
fifth month after the end of the taxable year 
during which hospital facility completed its 
CHNA (i.e., completed the above five steps).  
This is a change from the proposed regu-
lations, which had required adoption of the 
implementation plan by the end of the tax-
able year in which the facility completed its 
CHNA.

The final regulations further broaden the 
scope of what is required in the CHNA as 
they require that a hospital facility not only 
identify the health needs of the community 
but also “prioritize” those needs. The CHNA 
must describe the process and criteria used 
by the hospital facility in making its assess-
ment. The CHNA must also identify potential 
resources to address health needs, but the 
final regulations clarify that the resources 
of the hospital facility itself can be included 
as a potential resource. The term “health 
needs” is also broadened in the final regula-
tions; as a result, Form 990 reporting is likely 
to be impacted as items previously consid-
ered “community building” may now be con-
sidered “community benefit.” In preparing its 

CHNA, a hospital facility must take into ac-
count input from persons representing broad 
interests of the community. Input from at least 
one state, local, tribal or regional govern-
mental public health department official with 
knowledge, information or expertise relevant 
to the health needs of that community, mem-
bers of medically underserved, low-income, 
and minority populations in the community 
or individuals or organizations serving or 
representing these interests is required, and 
finally written comments received on the 
hospital facility’s most recently conducted 
CHNA and recently adopted implementation 
strategy should be taken into account.  

A CHNA report must contain the following:

1. A definition of the community served by 
the hospital facility and a description of 
how the community was determined

2. A description of the process and meth-
ods used to conduct the CHNA

3. A description of how the hospital solicited 
and took into account the input it received

4. A prioritized description of the significant 
health needs identified through the CHNA

5. A description of the resources available 
to address the significant health needs 
identified in the CHNA

6. An evaluation of the impact of any ac-
tions that were taken, since the hospital 
finished conducting its immediately pre-
ceding CHNA to address the significant 
health needs identified in the hospital fa-
cility’s prior CHNAs.

A hospital facility must document its CHNA 
in a report adopted by an authorized body 
of the hospital facility. The final regulations 
clarify that a hospital may rely on data creat-
ed by others in conducting its CHNA and can 
merely cite the source of its data rather than 
providing specific detail. In addition, the fi-
nal regulations continue to allow joint CHNA 
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Financial Assistance Policy (FAP):

Each hospital facility must establish a written 
FAP that applies to all emergency and other 
medically necessary care provided by the 
hospital facility. The final regulations added 
that the FAP must apply to such care pro-
vided in the hospital facility by a “substan-
tially-related entity,” which can be a partner-
ship owned in part by, or a disregarded entity 
wholly owned by, the organization operating 
the facility. However, if the substantially re-
lated entity is an unrelated trade or business 
(i.e., taxable) then Section 501(r) does not 
apply to care provided by the substantially-
related entity.

The final regulations clarify that the FAP 
must describe only the financial assistance 
(including discounts and free care) available 
under the FAP. Hospital facilities may offer 
discounts outside of the FAP (e.g., self-pay, 
out of state patients, etc.). However, the dis-
counts outside the FAP are not considered a 
community benefit reportable on Form 990 
Schedule H.  

The FAP must specify the eligibility criteria 
an individual must satisfy to receive financial 
assistance. The final regulations provide that 
an individual’s eligibility can be determined 
based on information other than that provid-
ed by the individual. For example, an individ-
ual’s prior FAP determination can be used to 
make a presumptive current determination. 
Information from other sources must be in-
cluded in the FAP and if the facility uses prior 
FAP eligibility determinations it must explain 
under what circumstances it presumptively 
determined FAP eligibility.    

The final regulations clarify that a hospital fa-
cility must widely publicize the FAP, the FAP 
application form, and plain language sum-

reports but the joint reports must contain 
the six items described above. Collaborat-
ing hospital facilities must make their reports 
widely available to the public, but they do not 
have to do so on the same day.  

A hospital facility’s implementation strategy 
to address significant health needs requires 
that the hospital facility describe the actions 
it intends to take to address each significant 
health need identified in the CHNA, or spe-
cifically state the hospital facility will not ad-
dress a certain significant need and state 
why such need will not be addressed. The 
hospital facility must also describe the an-
ticipated impact of its actions and its plan 
to evaluate the impact of any actions taken 
since it conducted its immediately preced-
ing CHNA. A hospital facility must identify 
the programs and resources it plans to com-
mit to address the health need. Finally, the 
hospital facility must describe any planned 
collaboration with other facilities or organiza-
tions in addressing the health need.

The final regulations provide that a new 
hospital organization must meet the CHNA 
requirements by the last day of the second 
taxable year beginning after the later of (1) 
the effective date of its IRS exemption deter-
mination or (2) the first date on which its hos-
pital facility was licensed or registered by its 
state as a hospital. It is important to note that 
a short taxable year is treated as a taxable 
year for meeting the CHNA requirements. If 
a hospital organization ceases operation of, 
or transfers all ownership interest in, a hos-
pital facility before the end of a tax year, it is 
not required to meet the CHNA requirements 
with respect to that facility for that tax year.
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mary of the FAP in the community it serves. 
These items should be available on the hos-
pital facility (or hospital organization)’s web-
site. A hospital facility may provide the FAP, 
FAP application and plain language summa-
ry to a person electronically upon request; 
but absent such request, the items must be 
provided via paper copy.  

The final regulations modify the notification 
requirements that the proposed regulations 
required facilities to follow to make “reason-
able efforts” to determine FAP eligibility be-
fore engaging in extraordinary collections 
actions (ECAs). The final regulations contain 
the following differences:

1. It is no longer required that a hospital 
facility send three separate bills that in-
clude a plain language summary of the 
FAP

2. Hospital facilities are required to offer 
(though not necessarily provide) a plain 
language summary of the FAP to patients 
as part of the intake or discharge process

3. The final regulations require a conspicu-
ous notice on all bills that notifies re-
cipients of the availability of financial 
assistance and that includes contact 
information for obtaining the FAP and 
learning about the FAP application pro-
cess

4. Conspicuous public displays are required 
that notify and inform patients about the 
FAP in public locations in the hospital fa-
cility, including the emergency room and 
the admissions areas

The final regulations also clarify that a “FAP 
application” is not limited to a written sub-
mission. A hospital facility can also obtain in-
formation from an individual in writing, orally 
or through a combination of the two.  

A FAP’s plain language summary must in-

clude: (1) a brief summary of how to apply 
for assistance under the FAP; and (2) con-
tact information for the hospital facility office 
that can provide assistance with the FAP ap-
plication process, if one exists; if not, con-
tact information for at least one nonprofit 
organization or government agency that can 
provide assistance with the FAP application 
process must be provided.  

One additional modification provided in the 
final regulations regarding the FAP, FAP 
application and plain language summary is 
with regard to the requirement that these 
items be provided in a language other than 
English (i.e., limited English proficiency 
or “LEP”). A hospital facility must provide 
a translation of these documents if certain 
community thresholds are met—specifically 
the final regulations lower the LEP threshold 
to the lesser of 1,000 individuals or 5% of the 
community served by the hospital. A hospital 
facility can use any reasonable method to 
determine these numbers and percentages 
and the final regulations eliminate reference 
to US Census Bureau data as the basis for 
determination.

The final regulations change the definition of 
“medically necessary care” to which a FAP 
(as well as the limitation on amounts gen-
erally billed) applies, giving facilities greater 
flexibility. Hospital facilities can use either:  
(1) the Medicaid definition of “medically nec-
essary care;” (2) another definition provided 
by state law; or (3) a definition that refers to 
generally accepted standards of medicine 
in the community or to an examining physi-
cian’s determination. The final regulations 
require the FAP to list other providers who 
deliver emergency or other medically neces-
sary care in the hospital facility, and which 
providers are and are not covered under the 
FAP. If a hospital facility outsources its emer-
gency room operation to a third party that is 
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not subject to the hospital facility’s FAP, the 
facility may not be considered to operate the 
emergency room for purposes of the com-
munity benefit standard under Rev. Rul. 69-
545.

Emergency Medical Care Policy and 
Shared Policies:

The final regulations state that a hospital 
facility must provide care, without discrimi-
nation, for emergency medical conditions to 
individuals whether or not they are FAP eligi-
ble. An emergency medical care policy may 
be included in the same document as the 
FAP, or in a document relating to emergency 
medical care. The final regulations clarify 
that multiple hospital facilities can share the 
same policies, so long as the policies are ac-
curate for each hospital facility and any joint 
policy states that it is applicable to each hos-
pital facility.

Billing and Collection Requirements:

In general, a hospital facility may not engage 
in extraordinary collection actions (ECAs) 
against an individual, or another individual 
responsible for payment of the individual’s 
bill for hospital care, before making “reason-
able efforts” to determine the individual’s 
eligibility under the FAP. This rule applies to 
any ECAs taken by any purchaser of the in-
dividual’s debt, any debt collection agency to 
which the hospital facility referred the debt, 
or any “substantially related entity,” as de-
fined above.  

The final regulations clarify that a hospital’s 
placement of a lien to collect proceeds of 
judgments, settlements, or compromises 
arising from a patient’s suit against a third 
party as a result of injuries for which the facil-

ity provided care does not constitute an ECA. 
ECAs are actions taken by a hospital facility 
against an individual to obtain payment of a 
bill for care covered under its FAP, includ-
ing: (1) selling an individual’s debt (subject 
to exceptions); (2) a “defer or denial ECA” 
which requires payment on past unpaid bills 
for FAP related care before providing medi-
cally necessary care or to defer or deny such 
care because of non-payment (with limited 
exceptions); (3) reporting adverse informa-
tion about an individual to consumer report-
ing agencies or credit bureaus; and (4) an 
action that requires a legal or judicial pro-
cess (e.g., foreclosures, civil actions, etc.).   

A hospital must make “reasonable efforts” to 
determine if an individual is FAP eligible. A 
hospital is considered to make reasonable 
efforts to determine if an individual is FAP 
eligible if it complies with certain required 
notification and application periods. The fi-
nal regulations modify the notification and 
application periods provided in the proposed 
regulations.

Under the final regulations, the notification 
period begins on the date the facility pro-
vides the first post discharge billing state-
ment and ends 120 days later. In addition, 
a hospital facility may aggregate a patient’s 
outstanding bills for multiple occurrences of 
care; however, the 120 day notification pe-
riod applies to the most recent occurrence of 
care in the aggregation.

The final regulation provide that the applica-
tion period for which the hospital must ac-
cept and process a FAP application begins 
on the date the hospital facility first provides 
the first post discharge billing statement and 
ends 240 days later.  

Because the final regulations defer the noti-
fication and application periods to post dis-
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charge periods, so notice is not sent while a 
patient is still hospitalized.

The final regulations also provide that to 
meet the notification requirements before 
initiating ECAs, the hospital facility must do 
the following:

1. Provide at least one written notice dis-
closing:  (1) that financial assistance is 
available for eligible individuals; (2) the 
ECAs the facility intends to initiate (rath-
er than all actions that may be initiated 
as provided in the proposed regulations) 
against the individual; and (3) the dead-
line after which such ECAs may be ini-
tiated (which can be no earlier than 30 
days after the date of the notice)

2. Provide a plain language summary of the 
FAP with the above notice

3. Made a reasonable effort to orally notify 
the individual about the FAP and how the 
individual may obtain assistance with the 
application process

The proposed regulations provided for the 
first two requirements above (with the noted 
modification). The final regulations added 
the third requirement.

When an individual submits an incomplete 
FAP application during the application pe-
riod, the hospital facility must suspend any 
ECAs for a “reasonable time” and give writ-
ten notice to the individual that describes the 
additional information needed to complete 
the FAP and which also includes certain con-
tact information. The proposed regulations 
provided that a hospital facility must sus-
pend ECAs until at least 240 days after the 
date of the first billing statement provided to 
the individual. The final regulations modify 
the proposed regulations by eliminating the 
proposed regulation’s fixed time period (i.e., 
240 days). The final regulations instead pro-

vide that the hospital facility must suspend 
ECAs until the individual has failed to re-
spond to requests for additional information 
“within a reasonable period of time.”   

The final regulations also impose the follow-
ing additional billing and collection require-
ments:

1. If a hospital facility presumptively de-
termines that an individual is eligible for 
less than the most generous assistance 
available under the FAP, based on a prior 
FAP eligibility determination or based on 
information provided by the individual, 
the hospital facility will satisfy the rea-
sonable efforts standard if it: (1) notifies 
the individual regarding the basis for its 
presumptive FAP eligibility determina-
tion; (2) explains how the individual may 
apply for more generous assistance; (3) 
gives the individual a reasonable amount 
of time to apply for more generous as-
sistance before initiating ECAs; and (4) 
processes any complete FAP application 
the individual submits within the applica-
tion period.

2. In making reasonable efforts to deter-
mine FAP eligibility, a hospital facility 
may provide any written notice electroni-
cally to any individual who indicates he 
or she prefers to receive written notices 
electronically.

3. The Preamble clarifies that if a facility re-
ceives a complete FAP application and 
determines the applicant is eligible for 
free care, it is not required to send that 
individual a billing statement indicating 
that the individual owes nothing for the 
care.

4. The hospital facility must refund amounts 
paid by individuals who are later deter-
mined to be FAP eligible (subject to a lim-
ited exception).
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Limitations on Charges:

In general, a hospital facility must limit the 
amounts charged to any FAP eligible indi-
vidual for care covered under the FAP. In 
the case of emergency or medically neces-
sary care, the amount the hospital facility 
may charge is limited to an amount that is 
not more than the amounts generally billed 
(AGB) for individuals who have insurance 
covering such care. With regard to all other 
medical care, the hospital facility must limit 
its charges to an amount less than its gross 
charges for such care. The final regulations 
clarify that the amount “charged” includes 
the amount a FAP eligible individual is per-
sonally responsible for paying, after all de-
ductions and discounts (including those pro-
vided under the FAP) and less any amounts 
reimbursed by insurers. The AGB limitation 
applies regardless of an individual’s insur-
ance status and whether or when the full 
amount allowed is actually paid. The hospi-
tal facility’s billing statement may state gross 
charges as a line item, but discounts and 
deductions should be shown reducing the 
amount to be charged to an amount net of 
such discounts and deductions so the indi-
vidual is only charged the net amount.

In calculating the AGB, the final regulations 
retained the two methods provided in the pro-
posed regulations—the “look-back” method 
and the prospective Medicare or Medicaid 
method. A hospital organization operating 
more than one hospital facility may select a 
different method for each of its hospital facili-
ties. Furthermore, the final regulations say 
that a hospital facility may change its meth-
od of determining its AGB at any time, pro-
vided it first updates its FAP to describe the 
new method it intends to implement. There 
is no requirement that such change be spe-

cifically approved by the hospital organiza-
tion’s board (albeit the hospital’s board must 
approve the FAP). It is also notable that 
such change can be made “at any time,” so 
changes can potentially be made at any time 
during a particular tax year. The final regula-
tions also added a provision that allows the 
IRS and Department of the Treasury to pro-
vide additional methods to determine AGB 
through future published guidance, though 
no such guidance has yet been issued.

Although the final regulations retained the 
methods for calculating AGB as provided 
in the proposed regulations, the final regu-
lations do provide some modifications to 
the AGB calculation under the “look back” 
method. The look back method calculates 
the AGB by multiplying the hospital facil-
ity’s gross charges for the care provided by 
one or more AGB percentages. In determin-
ing the applicable percentage to use, the 
numerator is the sum of all claims allowed 
for emergency and other medically neces-
sary care or the sum of all claims allowed 
(rather than claims only for emergency and 
other medically necessary care that have 
been paid in full, as in the proposed regula-
tions) during the prior twelve month period 
by looking at: (1) Medicare fee for service; 
(2) Medicare fee for service and all private 
health insurers that pay claims to the hos-
pital facility; or (3) Medicaid, either alone or 
in combination with the insurer(s) described 
above. This Medicaid provision was added 
by the final regulations. The denominator is 
the sum of the associated gross charges for 
the same claims.  The AGB must be calcu-
lated at least annually under this method.

Under the “look back” method, the AGB per-
centage can be a single average percentage 
of gross charges for all care or for all emer-
gency and other medically necessary care 
provided by the hospital facility or multiple 
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application, hospital organizations should 
begin preparing to comply with the regula-
tions as soon as possible. The regulations 
are lengthy and complex, so it will likely take 
quite a lot of time and effort for hospital facili-
ties to be in position to implement the regula-
tions.

Following are some proposed actions that 
hospital organizations should begin to un-
dertake:

1. Form a 501(r) implementation team. If 
it has not already done so, each hospital 
organization should form a 501(r) imple-
mentation team consisting of manage-
ment and staff representing the areas 
that will be affected by the final regula-
tions. Such areas include financial as-
sistance, patient intake a discharge, the 
emergency room, billing, collections, IT, 
public relations, community outreach, fi-
nance and accounting, legal and compli-
ance, and tax reporting.  The hospital will 
also need to develop training programs 
for the personnel who will be required 
to implement Section 501(r). If there are 
multiple hospital facilities, the implemen-
tation team should solicit input and coor-
dinate efforts with representatives of the 
various facilities.  

2. Hospital facilities should be identified.  
The final regulations apply on a facility 
by facility basis, so it is crucial that the 
hospital organization accurately identify 
each hospital facility it either directly or 
indirectly operates.

3. Review existing written policies. A 
hospital facility must have a written FAP, 
emergency medical care policy and bill-
ing and collection policy. The hospital 
facility should review each of these in 
light of the final regulations. A list should 
be compiled of any providers other than 
the facility itself, providing emergency or 

AGB percentages for separate catego-
ries of care or for separate items or ser-
vices. Hospital facilities covered under 
the same Medicare provider agreement 
may calculate their AGB percentage(s) 
based on all claims and gross charges 
for all such facilities in the aggregate, 
and apply the percentage(s) across all of 
the hospital facilities. While the proposed 
regulations provided that the hospital fa-
cility must begin using the AGB percent-
age by the 45th day after the end of the 
twelve month period used to calculate 
the AGB percentage, the final regulations 
modify this start date to the 120th day af-
ter the end of the twelve month period.  

Finally, a safe harbor is available so that 
even if a hospital facility charges more 
than the AGB to a FAP eligible individual, 
it will meet the Section 501(r)(5) limita-
tion if: (1) the charge in excess of the 
AGB was not made as a pre-condition 
of providing medically necessary care to 
the FAP eligible individual; (2) the FAP 
eligible individual has not submitted a 
complete FAP application at the time of 
the charge; and (3) if the individual sub-
sequently submits a complete FAP ap-
plication and is determined eligible for 
the FAP, and the hospital refunds any 
amounts that the individual paid that ex-
ceed the amount the individual is deter-
mined to be responsible for paying.  The 
final regulations remove the requirement 
for the hospital facility to make “reason-
able efforts” to determine FAP eligibility 
as a condition to meeting the safe harbor. 

II. Exempt Hospital Action 
Steps

Although the final regulations provide a 
rather generous effective date for their 
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medically necessary care in the facility 
and specify which providers are covered 
by the FAP and which are not.  

4. Hospital facilities should develop a 
FAP plain language summary as re-
quired by the final regulations.  

5. Review methods available to deter-
mine AGB. As previously discussed, 
there are certain limitations on billing 
and collection and the final regulations 
provide some modification to the calcula-
tions that can be used by a hospital facil-
ity to determine its AGB.  

6. Determine and review ECAs and de-
velop a process to comply with the 
final regulations and in particular the 
“reasonable efforts” requirements. If 
hospital facilities use third parties to col-
lect debt, these agreements should be 
reviewed and modified so that they com-
ply with the ECA requirements.

7. Review CHNA reporting and imple-
mentation strategy. A hospital facility 
is required to conduct a CHNA at least 
once every three years and adopt an im-
plementation strategy with regard to the 
CHNA. Most hospital facilities have con-
ducted their first CHNA and adopted their 
first CHNA implementation strategy. The 
final regulations made changes to the 
prior CHNA rules, so the hospital facility 
should take steps to ensure it is comply-
ing with the final CHNA provisions, as 
discussed above.

8. Consider joint collaboration. The final 
regulations allow hospital organizations 
or facilities to collaborate with others, 
such as providing for joint FAP, combin-
ing facilities for AGB percentages, and 
joint CHNA reporting.

9. Review and consider the requirements 
for making information publicly avail-
able.

The above is not an exhaustive list of ac-

tions; nonetheless, hospital organizations 
should begin taking steps to ensure compli-
ance with Section 501(r). Due to the delayed 
effective date of the final regulations, it is not 
anticipated that the IRS will start examina-
tions for compliance with the final Section 
501(r) regulations until 2017 or 2018. How-
ever, it has been noted that IRS agents have 
been trained on Section 501(r) and they will 
be trained on the final regulations.
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Lewis Rice LLC is poised to provide assis-
tance to tax exempt hospital organizations 
through regular consultation or through par-
ticipation as part of a hospital organization’s 
implementation team. For more information, 
please feel free to contact one of the listed 
attorneys or click here.

Michael T. Donovan
mdonovan@lewisrice.com
314-444-7715

Timothy G. Stewart
tstewart@lewisrice.com
314-444-7869

R. Scott Moore
smoore@lewisrice.com
314-444-7676

http://www.lewisrice.com/Attorneys/Pages/AttorneyDetail.aspx?attorneyID=89
http://www.lewisrice.com/Attorneys/Pages/AttorneyDetail.aspx?attorneyID=89
http://www.lewisrice.com/practiceareas/taxation/Pages/default.aspx
http://www.lewisrice.com/Attorneys/Pages/AttorneyDetail.aspx?attorneyID=186
http://www.lewisrice.com/Attorneys/Pages/AttorneyDetail.aspx?attorneyID=186
http://www.lewisrice.com/Attorneys/Pages/AttorneyDetail.aspx?attorneyID=174
http://www.lewisrice.com/Attorneys/Pages/AttorneyDetail.aspx?attorneyID=174

