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DATA DRIVEN IRS EXAMS

 Searchable Form 990s

« 150+ queries developed as selection
model for noncompliance areas

* Find questionable areas and audit
solely on possible noncompliance
Issues — 90% audit change rate

‘\ - \“"\




IRS EXAMS as of 9/30/16

e 6,440 completed (27% employment tax, 12% UBI,
43% filing, organizational & operational)

e 61 Revocations

* 968 reviews of hospitals, 363 referred for exam (no
CHNA, no FAP or EMC policy, B&C issues)

e QOverall change rate 81%

 Plan to review 400 returns with (i
Inurement + 100 privat



501(r) A‘u_dité --- the New Frontier




Letter 3611 —

And so it begins .....

WHY US?

Internal Revenue Service Department of the Treasury
Tax Exempt and Government Entities Division

Exsmpl Organizations: Examinations

16 New Sudbury St, 8" Floor

Boston, MA 02203

Date: harch 31, 2016

Tamﬂon Number:
Form/Year En ¥

September 30, 2013

Aglen!:‘s Contact/lD Number:
Agent's Contact Numbers;
Phone: 617.316.3115

Fax: 855.204.9051
M

Secretary's Phone:
817.3168.2878
Dear Sir or Madam,

Your organizatipn has been selected for an audit for the year indicated above. The Internal
Revenus Servica (IRS) routinely audits exempt organizations to ensure com liance with federal
uirements. Becauge | was unable to contact you by phone,

Please call me as soon as possible to confirm this appomtment. phane number is above

Information Document Request

Enclosed are Forms 4564, [nformation Document Requost {IDR}, which lists the items | need to
conduct the audit, We can discuss any questions you have regarding this request when you call
to confim the appointment. | am usually in my office and available on Thursdays.

In addition, at the beginning of the audit appointment, I'd like to interview an officer or someone
tamiliar with the organization's dally operations. 'l alse need to tour the organization’s facilities
to better understand your operations

Your Rights as a Taxpayer ' )
Also enclosed is Publication 1, Your Rights as a Taxpayer. This publication includes information
on the audit process, as well as third-party contacts. Please take a few minutes to read it.

Audit Process
Fll review the information you provide. As the audit proceeds, 1 may request addifional records.

After completing my review, I'l discuss my findings with you and explain whether your tax-
enempt status or tax liability Is affected. In many cases there are no proposed changes. If 1 do
propose changes, youll have time to review my findings. !'ll provide you with a copy of the
appeal procedures.

Letter 3611 (Rev. 8-20112)
Gatalog Number 345020



HISTORICAL DATA MAY BE AT ISSUE

DATE OF LETTER Date: March 31, 2016
AUDIT YEAR Formivear Ending

Septamber 30, 2013



BE PROACTIVE — CONTROL LOGISTICS
TO THE EXTENT POSSIBLE

(zati icated above. The Internal
Your organization has bean selected for an audit for the year indicate | .
Rs'l.rﬂm,rg Senvice (IRS) routinely audits exempt organizations loe compliance with federal
tax requirements. Because | was unable to contact you by phone,

i ' Ve
Please call me as soon as possible fo confirm this appoitment. Wy phons number is abo

Communication .

Tao promote open communication, plaasa call me to discuss any potential issues and keep me
informed of Unavalidabla delays. 'l do likewise. The audit will procead faster if we ﬁfddraaa s
questions and concerns and provide information to each other in a timely mannar. ¥ ou mayin
speak to my manager at any time. My manager's name and phone numper ars also shown

tha beading of this leiter, :



INFORMATION/ DOCUMENT REQUESTS

 Requests are extensive and require internal
Compilation and investigation

 If potential non-compliance is an issue, counsel should
manage the investigation to control information and
ensure sensitive discussions are privileged

* Preparation is key -- Have documents prepared and
organized and (honestly) characterized and presented in
the manner most advantageous to you; try to anticipate
and answer guestions/ issues



IDR RELATED
TO CHNA
COMPLIANCE

Departmant of the Traasury — Intemal Reverue Berce Raques| Numbar

Form 4564 IOR R3

(Rev. June 185} Information Document Request (IDR)

To: (Wame af Taxpayer snd Company Division or Branch) Year:
201309 Form 980

Subject:

Community Heallh Needs Assessment
{CHMA)

Dales of Previous Reguests
Mone

Bescrption of documants raguested: Sse Balow

Tax Perlod(s): Svept 30, 2013

The following information is requested far the examination of _ tax year ending
Sept 30, 2013. The information will be usad to determine if the organization is in comp ande with IRC § 501(r)(3),
which details requirements for periodic community health nesds assessments (CHNA).

Internal Revenue Code {IRC) §501(r)(3)(A}:

agy GENERAL. — An organization meets the requirements of this paragraph with respect o any
faxable year only if the organization ~ !

S501(r)(3)(ANT) has conducted a community hoalth needs assessment which meets the
reguirements of subparagraph (B) In such taxable year or in efther of the 2 taxable years
Immediately preceding such taxably year, and .

$501(r(3)(A}T) has adopted an Implementation strategy to meat the commmnity health needs
identifled through such assessment.”

1) So that we may confirm the hospital's compliance with IRC () (3NAND), please provide a capy of the
CHMNA in place for the tax year ended September 30, 2013.

2) 8o that we may confirm the hospital's compliance with IRC S01(r)(3)(il) pleass provide documentation
showing the Board of Directors' formai adoption and implementation of the GHNA referred to above.
Dacumentation may be in the form of a contemporaneous Board signed letter, Board meeting minutas
chowing the GHINA reviewed & approved by a binding vote of the Board, or simiiar evidence of fomal &
timely adoption & implamertation of the GHMA. 2

Piease have the above items ready for inspection & raview during the fieldwork porfion of the examination. -

Information due by Firstday of feld visit D D
Mame and title of requester Employes 10 numbar

Date
3/31/2016

From:

Dffica Locstlon:
IRS-TEGE 15 New Sudbury 81, Suite 675, JFK Fed Building, Bosfon, 1A D203

Gatalog Mo. 20145K ) Form 4564 (Rev. 6-1968)




4564 Department of the Treasury - Internal Revenue Sendes Requast Kumber
F . . -
(Rev. v 180 Information Document Request (IDR) IDR Réa
T;:- ;’Na..ﬁl of Taxéawr and Company Division or Branch) Year:

201309 Form 950

Subject:

Financlal Assistance Polioy (FAP)

Dates of Previous Requests
Waore

Description of documents requestad: See Balow

IDR RELATED
The following information Is requested for the examination o tax year ending Sept 30,

2013, The information will be used to determing if the organization ! in oqrancE with IRC § 501(r)(4) which
TO F A P requires a hospital arganization to establish a written financial assistance policy Including certain information.
. Plaase provide a cover sheet with each respongs identifying the IDR number and question numbet(s) related 1o
the response.

1) Please proved a copy of the written financlal assistance palicy (FAP) for the hospital that was in place
for the tax year ending Sept 30, 2013, ;

2} In addition to the FAP abave, please provide the following FAP associated ftams:
a. Please provide a sample appiication and instructions for applying far financial assistance.
b, Provide the basis for calculating the amounts charged to patients under the FAP.

. Provide writien doctmantation supporting what actions the hospital may teke in the event of
non payment

d. Provide committee minutes describing the hospltals actions in regard to widely publicizing the
financlal assistancs palicy as well as documentation supporting the publicity and plain
languags summary of the hospital's financial assistance palisy.

e Describe how the hospital notifies and informs patients of the availability of the FAP.
Frovida a copy of a representative billing statement provided to a patient after discharge with
all patient identifying information redacted.

g Provide a copy of any translated FAP documents, including the FAP, the FAP application
form, an the plain languages summary of the FAP. Also, describe the methadology used to
ensure that any imited English proficiency (LEP) populations served by the hospital have
access to these trapsiated docurmnants.

h. Please make available for interview a person with knowledge of the hospita's biliing and
collection policies. ’ 4 :

i. Plesse make arrangements for an onsite tour of all sgnage and publications that are present
in ali facilities regarding the FAP.

-

Plaasa hava the above items ready for inspeciion & review during the flefdwork portion of the examination,

Information dua af Firsiday of field visk | 0
' d fitln of requestar Employes ID rurmber Dats

From:

Office Location:
|RS-TEGE 15 New Sudbury St, Suite 875, JFK Fed Building, Boslon, MA 02203

Cotalog Mo, 23148K Form 4564 (Rev. 6-1988)



IDR RELATED
TO EMCP

Deparimant of the Treosury — Intsrnal Revenue Ssnice ’ Request Number

Form 4564

(Rev. June 1983} Information Document Request (IDR) FOR-Rdb
To: (Wams of Taxpayer and Company Division or Branchi) TYear:

201309 Form 280

Subject:

Emergency Medical Care Plan (EMCP)

Mona

Description of documents requested: See Below
Tax Periodis): Sept. 30, 2013

The fellowing information is requestad for the examination of ax year ending Sept 30,
3013, The information will be used to determina if the organization is in compliance with IRC § 501(r)(4){B) which
requites 2 hospital to establlsh a written policy requiring the hospital to provide, without disciimination, care for
emargancy medical conditions {(within the meaning of Section 1867 of the Soclal Security Act (42 USC 1395dd))
to individuals regardless of their eligibllity for financial assistance. Please provide & cover sheet with each
response ldentifying the IDR number and question number(s) related to the response.

1) Please provide a copy af the hospltals written palicy with respact to their provision of emarganey medical
care (EMCP) that was in place for the tax year ended Sepfember 30, 2013.

2) Pravide a copy of the resolufion ar ather memorialization from the BOD or ofher authorized body of the
haspital that establishes the date the emergency medical care policy was formally adopted.

3) Specifically explain how the hospital implernented the EMGP.

4) Ploase make available for interview persons with knowledge of the hospital’s EMCP.

Please have the above llems ready for inspection & review during the fialdwork portion of the examination,

Information due &l Firsf day of fleld vieil D D

From: = =
Office Location: =
|IRS-TEGE 16 Naw Sudbury St, Sulte 875, JFK Fad Building, Boston, MA 02203

Catalog Mo, 23145K ' Form 4564 (Rev. 6-1988)




4564 Depariment of (he Tregsury ~ Inlernal Revenus Serdce Request Mumber
Form .
- Rev. Jone 1986) Information Document Request (IDR) IBRLRS
To: (Name of Texpayar and Company Division or Brancii} Year. : B
201309 Form 99
Subject: y i
Limits on CGharges I
Dates of Frevious Requests
Mang
Descriplion of dosuments requesied: See Below
TaxPeriodlsk  gept. 30, 2013
year ending Sept 30,

I D R R E L A E D The following Information is requested for the examination of W
I 2013, The informafion will be used to determing if the organization 1s IRG § 501(r)(5), which
places mitations on amounts charged to any individual who is eligible for assistance under your hospital's

financial assistance policy (FAP). Please provide a cover sheet with each response identifying the 1DR number

TO C H A R G E and question number{s) refated to the response.

1) Please provide a copy of the hospital's written policy limiting the amounts charged for emergency or
L I I\/I other medically necessary care provided lo individuals eligible for assistance under the hospital's financial
assistance policy (FAP} to nof more than the amounts generally biled (AGE) to individuals who have
insurance coverage for such care.

R E Q l | I R IE I\/I E N T S a. Please provide a copy of calculations used to determine AGB for these services.
b. Provide a list of he FAP eliglble emergency care the hospital provided during tax year ended
September 30, 2013, That shows the prices to be charged for FAP eligible individuals and your
grosa charges for thesa senvices.

c. Provide a list of the FAP sligible non emergancy but medically necessary care the hospital
provided during lhe tax year that shows the prices to be charged for FAP eligible individuals and
your gross charges for these services,

4. Provide a list of all othar FAP eligible non emergency and nan medically necessary medical care
that Mayo Reglonal Hospital provided during tex year ended Sept 30, 2013 that shows the prices
to be charged for FAP eligible individusis and the gross charges for these services,

2) Please make available a person with knowledge of the hospital's policy on limiting amounts charged
under the FAP as wall as computations of amount generally billed (AGE).

Please have the above items ready for inspection & review during the fialdwork portian of the examination.

Infermation dus by Firstday of Bald vigit E D D

Offlee Location:
|RS-TEGE 16 New Sudbury 5t, Sulls 75, JFK Fed Buliding, Bogton, MA 0Z203

Catalog No. 23145K Form 4564 {Rev. 6-1288)




IDR RELATED
TO BILLING AND
COLLECTIONS

Dapariment of the Treasury ~ Intemal Revenus Service Regquest Number

f:ﬂ';ﬁ?ia; Information Document Request (IDR) ~ IDRRS

Nows . oo -
201308 Form 990

To: {hams of Taxpayer and Company Division or Braneh)

Subject:

Billing & Collection Procedures

Dates of Pravious Requests
Mona

Descriplion of documents requesied: See Bslow
Tax Perledis): Sept, 30, 2013

The following information is requested for the examinaiion afmpt 30, 2013, The
information will be used to datermine if the organizafion is in compliance (Tito), which requirss that
gach hospital make reasonahls efforts to determing whather an individual Is eligible for essistance under ts
financial assistance policy (FAP) befors engaging in extraordinary collection actions (ECA) against the individual
fo obtain payment for medical care. Please provide a cover sheet with each response identifying the |DR number
and question number(s) related to the response.

1) Please provide & copy of billing, and collection policies n use for the tax year ending Sept 30, 2013.

2)  the hosplial sells receivables to third parlies, please provide copies of these agreements with third party
collection agencies, andior debt purchasers, ’

3) Please provide copies of any natices o axtraordinary collection letters used in the tax year,

4} Please have  person ith knowiedge of collection practices available for interview.

Please have the above ltems ready for inspection & review during the fisktwork portion of the examination.

{nformafion dus by _Firstdayof fieldvisit O |

Employee 10 number

From:

Office Location: )
|IRS-TEGE 15 Hew Sudbury St, Suite 875, JFK Fad Building, Boston, MA 02203

Callalog Mo, Z3 145

Forn #4564 (Rev. 6-1988)



PROCESS

Audit Process _
Il review the information you provide. As the audit proceeds, 1 may request additional records,

' tax- -
) my review, Ul discuss my findings with you and explain whether your
ﬂ:tumngr t;::: liability is affected. In many cases there are no propesed changes. If 1 do

propose changes, you'll have time to review my findings. V'l provide you with a copy of the
appeal procedures.




2017 IRS WORKPLAN
STRATEGIC ISSUE AREAS

Protection of
Assets

Emerging

International lssUes

Exemption




EXEMPTION
* Non-exempt purpose activity

e Private inurement

Enforced primarily through field exams



v];l COliiE _)rur idenc




TAX GAP
 Employment tax

 Unrelated Business Income Tax

Enforced through compliance checks,
correspondence audits and field exams




INTERNATIONAL

* Oversight of funds spent outside
the US \

* Operating as foreign conduits

 FBAR requirements

Enforced through compliance
reviews, compliance checks,
correspondence audits and field
exams




EMERGING ISSUES

NON-EXEMPT

CHARITABLE TRUSTS SISCUICIN S,

* Enforced through compliance reviews,
correspondence audits and field exams

« Oversight includes conducting reviews of hospitals’
compliance with IRC section 501(r)



TEMPORARY HOUSING AND TRAVEL
* |C —travel reimbursement excluded from 1099-Misc
» All benefits taxable unless exclusion applies
« 3tests for lodging exclusion:
* Furnished on business premises
* Furnished for employer’s convenience

 Employee must accept lodging as a condition of
employment. Employer requires employee to accept
the lodging because they need to live on the
business premises to properly perform duties.

More detall is available on Barb’s blog post at:
http://bit.ly/2bSskPT



http://bit.ly/2bSskPT

IRC SECTION 501(r)

Fully comply
Hospital will no longer be by start of first
treated as a 501(c)(3) tax year
unless it meets 501(r)(3) beginning after
2010 through 501(r)(6) rules 2014 12/29/2015
N e D D
Enacted via Finalregs 2015

ACA In effective
March 12/29/2014



IRC SECTION 501(r)

501(r)(3)
Community Health Needs
Assessment (CHNA)

501(r)(5)
Limitations on Charges

501(r)(4)
Financial Assistance Policy (FAP)
and Emergency Medical Care
Policy

501(r)(6)
Billings and Collections




CHNA & FAP:
WIDELY AVAILABLE

Posting written report on
hospital’'s website (or system’s)
or on another’s website if
hospital’s site has link &
Instructions

A CHNA must continue to be
made available to the public
until date two subsequent
CHNA reports are made widely
available (both web and paper
versions)

Provide anyone requesting a
copy of written report with
direct website address or url to
access document

Make paper copy available for
public inspection upon request
without charge at hospital
facility




CHNA: IMPLEMENTATION STRATEGY

Describe how hospital plans to ldentify and explain any
address each significant health significant health need hospital
need identified in CHNA does NOT intend to address

Actions and anticipated Resource constraints

impact Other organizations

Resources hospital plans to addressing need

commit Lack of expertise or

Planned collaborations competency to be effective

Low priority need

Lack of identified effective
interventions

Must adopt an IS by 15th day of fifth month after the

end of taxable year in which it completes the related
CHNA



FAP PLAIN LANGUAGE SUMMARY
Clear, concise, easy-to-understand written statement:

Brief description of eligibility requirements and assistance
offered

Brief summary of how to apply for assistance under FAP
URL & physical locations with FAP and FAP application
Instructions on obtaining FAP and FAP application by mail

Hospital office phone number & physical location for
assistance with FAP application process and any nonprofit
and/or government agencies that hospital identifies as
available sources of assistance for FAP applications

Any translations of the FAP, application and summary

No FAP-eligible person will be charged more for emergency
or medically necessary care than AGB



501(R) ASSISTANCE




-

QUESTIONS? ),

7
?
=

Teresa Cloutier, Esq. . “I
207.622.6124
tcloutier@doylenelson.com ’? |

Barb McGuan, CPA i

207.541.2319 \_
bmcguan@berrydunn.com


mailto:tcloutier@doylenelson.com
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