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1. Community Hospital is a nonprofit, general acute-care hospital located in a wealthy suburb of City.  Last year, it reported revenues of $100 million, and a “profit” (net revenues in excess of expenses) of $12 million.  During the course of the year, it provided free emergency-room care to 300 uninsured poor patients out of a total of almost 50,000 patients served during the year.  The cost to the hospital of this care (calculated using an average-cost methodology, including administrative overhead) was $800,000.   Community Hospital also runs an ambulance service for its community; the expenses for that service are $2 million per year, but the hospital received approximately $1.8 million in insurance reimbursements for ambulance services.  It also reported serving some 1500 Medicaid patients.  According to the hospital’s accounting department, the reimbursements the hospital received for Medicaid services failed to cover the average costs of those services by $3 million.  During the year, the hospital sponsored several community health education “fairs” at which hospital nurses took blood-pressure readings, tested for diabetes, and so forth.  These “fairs” were well-attended, serving about 5000 people total.  The hospital also runs several pre-natal care seminars each year that enroll about 2000 women from the community, most of whom deliver their babies at Community Hospital.  The cost (essentially the pro-rated portion of nurses’ time devoted to these activities) for the year for these health fairs and pre-natal programs was $1 million.  Should Community Hospital be tax-exempt?  Would it affect your view to know that tax-exemption would save Community Hospital $3 million in federal and state income taxes and $1 million in property taxes?  What if the tax savings from exemption were $6 million total instead of $4 million?

2. In January 2008, Susan Cromartie was admitted to Community Hospital’s emergency room for treatment of an acute kidney stone.  On admission, Susan gave the hospital her name and address and then was rushed to treatment.  She was released 8 hours later.  The hospital sent Susan a bill ($15,000, using the hospital’s “customary charges”) and tried to contact her a half-dozen times over the next 3 months regarding payment, but Susan never responded.  At the end of three months, the hospital turned Susan’s account over to a debt collection agency.  That agency tracked down Susan, and found that she was unemployed and behind in her rent on a small apartment.  The debt collection agency advised the hospital that the emergency room bill was uncollectible under the circumstances, and the hospital’s accounting department wrote off the bill.  The cost of Susan’s services to the hospital (using an average cost methodology, including overhead) was $8000.  Do you think the hospital provided “charity care” to Susan?  If so, in what amount?

3.
Cancer Center, Inc. is a specialty hospital that treats only the most difficult cancer cases.  It is well-known for its cutting-edge treatment facilities and advanced treatment methodologies; in fact, many now-standard cancer treatment methodologies were first developed at the Center.  As a specialty cancer hospital, it has no emergency room facilities.  Over 98% of its patients (who come from all over the United States) pay the costs of treatment themselves or through private insurance, though the Center does take a half-dozen Medicaid and charity patients each year.  Over the past several years, the Center has had net revenues of approximately $10 million per year, all of which have been reinvested in advanced diagnostic equipment and treatment facilities.  Should Cancer Center, Inc. be tax-exempt?
