
 
 

 

 

 

  

 

 

 

501(r) – Are You Ready? 
 
Section 501(r) was added to the Internal Revenue Service (IRS) code and continues the trend of focus on activities and 

policies of tax-exempt hospitals.  The new requirements are mandatory and seek to find justification for each hospital’s tax-

exempt status.  Compliance with the final regulations are required on the first day of the fiscal year starting after December 

29, 2015. 

 

Sections Of and Solutions For 501(r) 
 

Section 501(r)(3): Tax-exempt hospitals must conduct a Community Health Needs Assessment (CHNA).  Hospitals 

seeking to keep their designation must conduct a CHNA once every three years.  THE CHNA contains specific information 

gathered from individuals, government agencies, and other area organizations which is submitted to the IRS and made 

public record.  Failure to complete a CHNA may result in a $50,000 fine or loss of the hospital’s tax-exempt status. 

 

Solution:  HRG has developed a winning partnership specifically to take the pressure off tax-exempt hospitals by offering 

assistance in performing and properly delivering CHNAs.   

 

Section 501(r)(4): Tax-exempt hospitals must establish a written Financial Assistance Policy (FAP).  The FAP must include 

eligibility requirements, discounts, and payment plan options.  Actions that may be taken if no payment received are to be 

outlined and the policy is to be posted in waiting rooms, on statements and on each hospital’s website.  The FAP must be 

inclusive of all providers that deliver service or information, including those outside of the hospital facility. 

 

Solution:  HRG is versed in FAP best practices.  HRG can provide templates for hospitals in need of clarity and has Patient 

Account Statements prepped and ready for the addition of FAP guidelines including payment plan options, discount policies, 

state assistance options and charity qualification requirements. 

 

Section 501(r)(6): Tax-exempt hospitals must cease Extraordinary Collection Actions (ECA) before making reasonable 

efforts to determine FAP eligibility. Actions included in ECA are any that require legal or judicial process, report to a credit 

agency, or the sale of debt.  Before engaging in any ECA, hospitals must contact and discuss payment options with patient 

and then follow up on applications and document the result of any FAP application.  Patients have 240 days from date of 

discharge to apply for FAP. 

 

Solution:  HRG’s Early Out Self Pay services come 501(r) ready.  HRG uses industry Best Practices to monitor and maintain 

account contact during every 120 day cycle.  Every call and statement date are well documented for proof of collection 

efforts.  Notes confirm FAP discussion with patients to ensure every patient eligible is being offered assistance. 

 

 
 
 
 

          501(r): The Silver Lining 


