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Accounting Matters Column

By Anne McGeorge, CPA

Survey: Nonprofi t Health Systems Lack 
Necessary Focus on Community Benefi t

Local, state and federal governments are 
focusing more closely and questioning 
more seriously not-for-profi t hospitals’ 
commitment to community benefi t, a 
key factor in maintaining tax-exempt 
status. The recently released “Governance 
in Nonprofi t Health Systems: An Initial 
Report on CEO Perspectives” survey 
found, however, that only 36 percent 
of community health system’s CEOs 
said their governing board has adopted 
a formal community benefi t plan that 
provides measurable objectives for their 
system’s community benefi t program. 
The report, developed by faculty at the 
University of Iowa College of Public 
Health and supported by Grant Thornton, 
found that another 40 percent have 
adopted some ‘priorities’, but don’t have 
a formal plan. 

If more hospitals take a proactive stance 
and adopt a formal, board-approved 
community benefi t plan, it may make 
authorities less distrustful and help bring 
to a close the questioning of hospitals’ tax-
exempt status.

The U.S. government’s recent focus 
on community benefi t is evident in 
the revised Form 990, in effect for the 
2008 tax year, which requires detailed 
information on the community benefi ts 
offered by the tax-exempt hospital. 
Senator Grassley has also drafted, but 
not yet introduced, legislation that 
would require a hospital to spend fi ve 
percent of its operating expenses on 
charity care in order to qualify as a tax-
exempt institution. And more than 20 
states have passed laws that require non-

profi t hospitals to report on community 
benefi t activities. 

The fi ndings of the survey of 123 nonprofi t 
community health systems suggest that 
nonprofi t health systems are lagging in 
their response to governmental focus on 
community benefi t. A quarter of all systems 
engage in assessing community health 
needs periodically, but not on a regular 
basis. And one in fi ve is not involved at 
all. Six out of 10 (61 percent) of community 
health system boards have, however, 
adopted “a formal written policy” that 
defi nes overall guidelines for the system’s 
community benefi t programs.  

While these results indicate that a number 
of health systems have adopted a written 
policy, a substantial segment of our nation’s 
nonprofi t community health systems 
currently are operating without formal 
board direction and guidance for their 
community benefi t programs and services.

Recommendations

To improve performance in establishing, 
monitoring and reporting on programs 
designed to benefi t the communities they 
serve, the survey suggests that nonprofi t 
health systems:

Adopt a system-wide policy 1. 
regarding the health systems’ 

roles and obligations in providing 
community benefi ts.

Collaborate actively with other 2. 
organizations in ongoing community 
needs assessment.

Adopt a formal community benefi t 3. 
plan that states the systems’ 
objectives in clear, measurable terms.

Ensure that reporting and 4. 
accountability mechanisms are in 
place to monitor progress.

Provide thorough reports to the 5. 
communities served on a regular 
basis, at least annually.

All community health system boards and 
their CEOs are urged to make a shared 
commitment to ensure their systems meet 
these benchmarks as soon as possible. It is 
possible that if their systems’ policies, plans 
and reporting procedures are designed to 
comply fully with federal, state and local 
reporting needs and expectations, future 
legislation may not be necessary. NP
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