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Windes EO Advisor  
 

 

 

 
 

This is the fifth installment of the Windes EO Groupõs periodic technical publication focusing on the 

tax, regulatory, and accounting issues that exempt organizations routinely confront.  

 

On the tax side, the Windes EO Group possesses experience in preparing and reviewing Forms 990, 

990-T, 990-PF, and state tax-exempt forms, in addition to having experience in the preparation       

and filing of both federal and state tax exemption applications for public charities, private foundations, 

and other exempt organizations. Additionally, the Group can assist in providing valuable guidance 

(governance / reasonable compensation documentation / public support test / special events / lobby-

ing / hospitals / transactions with related parties) to exempt organizations.  

 

On the audit side, the Windes EO Group prepares audited financial statements and ERISA audits for 

over 80 exempt organizations. For retirement plans, Windes & McClaughry has experts on staff for 

§403(b) plan administration and compliance, including plan document issues, Form 5500 preparation 

and filing, non-discrimination testing and government compliance programs.  

 

The Windes EO Group is composed of the following individuals who are dedicated to providing all 

types of exempt organizations with high-level tax, regulatory and accounting consulting, tax compli-

ance services, and financial statement preparation:  

 

 
Lance Adams  CPA Audit Partner  

Ron Kulek  CPA Audit Partner  

Tom Huey  CPA Audit Senior Manager  

Donita Joseph  CPA/MBT Tax Partner  

Cherie Romar  Tax Staff  

 

 
Please do not hesitate to contact any member of the Windes EO Group at (562) 435-1191 or via 

email at eogroup@windes.com. 

 

We will continue to provide this newsletter following our merger with BPM in January.  The name 

will change to Nonprofit Advisor, but the same relevant and insightful information will be provided. 

mailto:eogroup@windes.com
mailto:eogroup@windes.com


 

  2 

C
o

n
ta

c
t 

U
s
 a

t 
e

o
g

ro
u

p
@

w
in

d
e
s
.c

o
m

 

Community Health Needs Assessments 

for Exempt Hospitals  

 
 

In order to maintain its exempt status and avoid penalties, a hospital 

must meet the community health needs assessment (CHNA)       

requirements of Internal Revenue Code §501(r).  

 
These requirements call for hospitals to meet a series of new       

and complex rules.  For tax years beginning after March 23, 2012, a 

hospital organization must conduct a CHNA every three years and 

must adopt an implementation strategy to meet the needs identified 

by the assessment.  The CHNA must take into account input from 

persons who represent the broad interests of the community 

served by the hospital, including those with special knowledge        

of, or expertise in, public health and be made widely available to   

the public.  The assessment may be based on current information 

collected by public health agencies or non-profit organizations and 

may be conducted together with one or more organizations, including related organizations.  A    

hospital organization that operates more than one hospital facility must meet the IRC Code §501(r) 

requirements separately with respect to each hospital facility. 

 
Hospitals must include on their Forms 990 a description of how they are addressing the identified 

CHNA needs and a description of any needs that are not being addressed and why.  Failure to meet 

these requirements could result in a $50,000 excise tax. 

 
Detailed guidance on the required content of a CHNA can be found in Notice 2011-52.  A CHNA 

will be considered conducted in the tax year that the written report of its findings is made          

widely available to the public.  The IRS intends to allow a hospital organization to base a CHNA      

on information collected by other organizations, such as a public health agency or non-profit        

organization.  A CHNA may also be conducted in collaboration with other organizations, including 

related organizations, other hospital organizations, for-profit and government hospitals, and state   

and local agencies such as public health departments.  If an organization has more than one hospital 

facility, a separate written report must document the CHNA for each facility. 

 
A hospital must report on its annual information return (Form 990) a description of how it is       

addressing the needs identified in each CHNA and a description of any such 

needs that are not being addressed, together with the reasons why such 

needs are not being addressed.   

 
For further information or questions about the CHNA requirements, please 

contact Donita Joseph at (562) 435-1191 or at djoseph@windes.com. 

 
 

 

 

 
Donita M. Joseph, CPA, MBT 

Partner 

mailto:eogroup@windes.com
mailto:djoseph@windes.com
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Audit Spotlight:  
 

FASB Looking to Update  
Nonprofit Reporting  

 
 

 

 

On November 9, 2011, the Financial Accounting Standards Board (FASB) 

announced that it will be taking a fresh look at the financial reporting model 

for nonprofit organizations. 

 

In a statement released by the FASB chairman, Ms. Leslie Seidman stated, òé

while sound, the existing standards for financial statements of not-for-profit 

organizations can be updated and improved to provide better information to 

donors, creditors, and otherséFASB members agree it is time to revisit and 

refresh the not-for-profit financial reporting model, which is nearly two     

decades old.ó 

 

In conducting this effort, the FASB intends to complete two projects.  The first is a standard-        

setting project to reexamine existing accounting standards for nonprofit organizations.  Net asset 

accounting, use of a statement of functional expenses, structure of cash flow statements, and       

footnote disclosures, to name a few areas, will all be reconsidered.  

 

The second project planned by the FASB is a research project to review industry best practices that 

have developed over time in terms of informing donors, creditors, and other stakeholders about the 

financial health and performance of an organization.  The FASB will consider this information and 

whether, though its standard-setting efforts, it can contribute to this effort.   

 

The addition of these projects to the agenda of the FASB comes as a result of recommendations   

recently provided by the Not-for-profit Advisory Committee (NAC).  Key recommendations of the 

NAC include: 

 

¶ Revisiting current net asset classifications and how they may be relabeled or      

redefined, in conjunction with improving how liquidity is portrayed in a not-         

for-profitõs statement of financial position and related notes. 

 

¶ Improving the statements of activities and cash flows to more clearly communicate   

financial performance. 

 

¶ Creating a framework for not-for-profit directors and managers to provide       

commentary and analysis about the organizationõs financial health and operations, 

somewhat similar to the òManagement Discussion and Analysisó provided by      

publicly traded companies in their annual reports, to help them bring context to 

their financial stories. 

 

¶ Streamlining, where possible, existing not-for-profit-specific disclosure require-

ments to improve their relevance and clarity. 

 

 

 

mailto:eogroup@windes.com
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Audit Spotlight (continued) 

 
 

 

 

We anticipate that the results of the FASBõs projects will introduce changes 

that will have a significant impact on financial statements and how organiza-

tions structure their accounting systems.  We will continue to monitor the 

progress of the FASB and keep you informed as we learn more. 

 

For further information or questions about this article, please contact Lance 

Adams at (562) 435-1191 or at ladams@windes.com. 

 

 

 

 

 
COLA Update for 2012  

 
 

The IRS has announced cost of living increases to the limits applicable to 403(b) plans for 2012.  The 

annual salary deferral limit has been increased from $16,500 to $17,000 (the catch-up limit for those 

age 50 or older remains at $5,500).  The overall limit on contributions to plans is increased from 

$49,000 to $50,000, and the cap on annual compensation rises to $250,000 from $245,000.   

 

For questions or information on other limits, please contact Richard Green at (562) 435-1191 or at 

rgreen@windes.com. 

Lance G. Adams, CPA 

Partner 

Richard Green, CPC, APA 

Partner 

mailto:eogroup@windes.com
mailto:ladams@windes.com
mailto:rgreen@windes.com
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EO Retirement Plan Issues:   

Late Deposit of Salary Deferrals  

 
 

 

Like 401(k) plans, 403(b) plans are subject to the rules and regulations 

regarding the timing of the deposits of contributions withheld from 

employeesõ pay.  Failure to meet the standards established by the   

Department of Labor (DOL) is considered an improper use of plan 

assets by the employer and may constitute a breach of fiduciary duty. 

 

The DOL rules allow a òreasonableó period for transmitting withheld 

contributions to the trust.  The determination of what is reasonable   

is based on the facts and circumstances pertaining to the payroll   

practices of each plan sponsor.  Deposits falling outside the reasona-

ble period must be accompanied by an additional contribution representing lost earnings to the    

affected participants. 

 

For employers with fewer than 100 participants in the plan, the DOL has provided a safe harbor   

period of seven business days.  For larger employers, a standard is determined by a review of         

the deposit records of prior withholding of contributions and taxes.  Employers are expected to   

consistently transmit withheld contributions based on the shortest period possible, usually not more 

than three business days. 

 

If late deposits have occurred during a plan year, they are reported on the Form 5500.  The DOL 

provides a Voluntary Fiduciary Correction program (VFC) to correct such errors.  An application is 

submitted to the DOL detailing the late deposits, corrective action, and evidence of the lost earnings 

deposit.  Plan fiduciaries are relieved of any liability as a result of the filing.  There is also an excise 

tax paid due to the IRS for the late deposits. 

 

We have extensive experience in reviewing plan and payroll records for late deposits and correcting 

any errors.  For further information or questions about this article, please contact Richard Green at 

(562) 435-1191 or at rgreen@windes.com. 

Richard Green, CPC, APA 

Partner 

mailto:eogroup@windes.com
mailto:rgreen@windes.com

