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PURPOSE:

The intent of this policy is to establish the guidelines and procedures for direct patient billing and
collection procedures for non-payment of patient balances.

POLICY:

Patients with account balances that are their responsibility for payment will be billed to the
patient or their guarantor per the provisions of Methodist’s financial assistance policy and the
procedures listed in this collections policy. Patient balances may be the result of assigned
liabilities after payment from an insurance plan or government program such as Medicare, as
well as liabilities from being uninsured. All billing and collection activities shall be in compliance
with the Hospital Fair Pricing Policies law, Section 501(r) of the Internal Revenue Code and Fair
Debt Collection Practices Act.

Any unpaid balances owed by patients or guarantors after application of available discounts, if
any, may be referred to collections. Collection efforts on unpaid balances will cease pending
final determination of FAP eligibility. Methodist Hospital of Southern California (MHSC) does not
perform, allow, or allow collection agencies to perform any extraordinary collection actions prior
to either: (a) making a reasonable effort to determine if the patient qualifies for financial
assistance; or (b) 180 days after the first patient statement is sent.

DEFINITIONS:

A. Financial Assistance

Financial Assistance is financial aid to a patient or responsible party for the billing
amounts the patient is responsible for, regardless if the patient has insurance or
otherwise. Financial assistance is primarily based upon the patient’'s economic need.
Financial Assistance does not include discounts normally given to insurance policy
holders, contract prices that are negotiated with insurance companies or other
adjustments once the final bill has been created. When the patient is able to pay part of
their bill, consideration will be given to writing off a portion of that account as partial
financial assistance. Financial Assistance mayalso include assistance to patients who
have incurred high medical costs as defined as yearly healthcare costs greater than
10% of household income.
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Financial Assistance is not to be considered a substitute for personal responsibility
and patients are expected to cooperate with Methodist Hospital’s procedure for
applying for Financial Assistance, and to contribute to the cost of their care based on
their individual'sability to pay.

For more information about Financial Assistance, please see our policy MA123 by
calling (626) 574-3594 or it can be found on the MHSC Web site at:
https://www.methodisthospital.org/For Patients, Visitors & Vendors/Financial Assistance-

for-Patients.aspx

B. Extraordinary Collections Actions

As defined in Section 501(r) (6) of the Internal Revenue Code, Extraordinary
Collections Actions (ECAs) means any action against a Responsible Individual(s)
responsible for a bill related to obtaining payment of a Self-Pay Account that requires
a legal or judicial process or reporting adverse information about the Responsible
Individual(s) to consumer credit reporting agencies/credit bureaus. ECAs do not
include transferring of a Self-Pay Account to another party for purposes of collection
without the use of any ECAs. MHSC will not initiate ECA’s until or after day 240 after
the initial post discharge billing statement.

PROCEDURES

A. Initial Patient Billing

1.

Patients without insurance or coverage by any government sponsored program
will receive an initial patient billing statement usually within 10 days of the
discharge date.

All charges that are billed directly to a patient who is uninsured or not covered by a
government sponsored program will be billed at or discounted down from the
hospital listprice to the amount that is generally billed to Medicare, consistent with
the patient type (DRG for inpatient and OPPS for the outpatient). With the financial
assistance application approval, this will be revised to the Amounts Generally Billed
(AGB).

The initial patient billing statement will include a plain language version of the
hospital’s financial assistance policy including information on how to apply for
financial assistance.
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4.

5.

For patients with primary insurance coverage, any balances remaining after the
primary insurance payment; i.e. deductibles, co-payments, co-insurance, non-
covered charges,will be billed to the patient usually within 10 days of the primary
insurance payment.

All patients may pay any amounts due over time and the hospital will negotiate
apayment arrangement in good faith.

B. Statement Billing Cycles

1.

Balance due statements are generated every 45 days after the date of the
initialstatement.

After 180 days a final statement is generated, the account will be written off to bad
debt and referred to a collection agency, predetermined by an alpha split of the
guarantor lastname.

No account will be assigned to collections prior to 180 days from the first patient
billing, or while a financial assistance application is being processed. To the extent
a FAP application is received, prior to 240 days post discharge, MHSC will recall
the billing, stop any ECAs that may have occurred and process this account in
accordance with theFAP Policy.

Patients on a formal payment plan will receive a monthly statement of the
currentamount due until the payment plan is satisfied.

At least one of the statements mailed will include written notice that informs
the Responsible Individual(s) about the ECAs that are intended to be taken if
the Responsible Individual(s) does not apply for financial assistance under
the FAP or pay the amount due by the Billing Deadline i.e., the last day of
the Notification Period. Such statement must be provided to the Responsible
Individual(s) at least 30 days before the deadline specified in the statement.
A Plain Language Summary will accompany this statement. It is the
Responsible Individual(s)’ obligation to provide a correct mailing address at
the time of service or upon moving. If an account does not have a valid
address, the determination for "Reasonable Effort" will have been made.

Before assigning a debt to collections MHSC must send notice containing:
(1) Date of Service; (2) Name of Entity to whom debt is being sold/assigned;
(3) instructions for how to get an itemized bill; (4) the name and type of
health coverage plan for the patient on record with the hospital at the time of
services or a statement that the hospital does not have this information; (5)
application for Financial Assistance (FA); and (6) the dates patient was
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originally sent notice about applying for FA.

C. Insurance Underpayments

1. Upon the identification of an insurance underpayment (underpaid in accordance
with thecontract with the insurance payer), the Patient Accounting Representative
will confirm the patient liability (co-pay, deductible and/or co-insurance) on the
account. If the patient’s financial responsibility is outstanding and clearly identified
by their insurance company, a courtesy patient balance letter will be generated and
sent to the guarantor'saddress on file.

2. The patient balance letter (also referred to as the co-pay letter) will include
information such as the patient’s account number, date of service, and patient’s full
name along withthe balance owed by the guarantor.

3. The patient balance letter will include a plain language summary of the hospital’s
financial assistance policy including information on how to apply for financial
assistance.

4. A note is to be entered in the patient’s account in the computer accounting
systemindicating the date of mailing and the amount owed by the guarantor.

5. Active collection efforts from the patient (such as data mailers/statements and
transfer toour pre-collection vendor) will not occur until collection efforts from
insurance has ceased.

D. Payment Arrangements

All patients may pay any amounts due over time and the hospital will negotiate a payment

arrangement in good faith. All payment arrangements will be made with the following

limits:

1. Twelve (12) month re-payment plan will be offered with minimum monthly payments of
$25/month;

2. Twenty-four (24) month re-payment plan will be offered for special
circumstances orhardships with Supervisor approval;

3. Re-payment plans beyond 24 months will require approval from the Director of
PatientFinancial services;

4. The patient/guarantor will be given the option as to the day payment will be made
eachmonth;

5. Ten (10) days from the agreed day will be allowed as grace period for the payment
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to bereceived and posted to the account;

Any previously agreed payment not received within the specified grace period
will beconsidered in default and may be referred to our pre-collection vendor;

All payment arrangements will be clearly documented in the “Notes” section
of thepatients account;

When a payment arrangement is made, the Patient Account Rep will add a note
andcode the account to insurance 760-Cash Payment/Arrangements and set up
the payment plan in Affinity under Account Control - Payment Plan; and

Patients set up on a formal payment arrangement and making monthly
scheduled payments will not be assigned to collections unless the payment
plan is delinquent.

E. Collection Agency Assignment of Delinquent Accounts

1.

Accounts will be sent to a collection agency for non-payment of the account and
lack ofapplying for financial assistance or contacting the hospital to make payment
arrangements.

If a patient is covered under the hospital’s financial assistance program with an
extendedpayment plan and the payments are not met, the hospital must take the
following actionsbefore an account can be assigned to a collection agency:

a. Attempt to contact the patient by phone.
Give notice in writing that the plan may become inoperative.

c. Inform the patient of the opportunity to renegotiate the payment plan and
attempt todo so if requested by the patient.

d. The notice and phone call may be made to the last known phone number
andaddress of the patient.

. After the final statement for a delinquent account is issued the account is reviewed

a final time before assignment to a collection agency to ensure that a financial
assistanceapplication is not pending. the bad debt placement report(s) will be
reviewed with the following considerations:

Defaulted installments (2 installments);
Patient/Guarantor refusal to pay;
Non-sufficient funds (NSF) check;

No financial assistance application on file; and

aoop
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e. Inaccurate demographic data where the hospital cannot determine a valid address.

4. Methodist Hospital contracts with multiple external collection agencies but retains
full ownership of the accounts receivables and has the final say in any account
resolution.

5. The contracted collection agencies must follow the hospital’s financial assistance
policyin all terms related to the application for assistance procedures and time
frames, negotiating payment plans and the rules for engaging in ECA’s.

6. ECA’s will not be initiated against a patient during the first 240 days after the first
billingstatement was mailed; this includes negative reporting to credit bureaus.

7. The patient will be informed in writing no less than 30 days before any ECA’s
are initiated. The 30-day notice will include the plain language version of the
financialassistance policy.

8. If a financial assistance application is made when an account is already assigned
to acollection agency, the agency will put the account on hold during the duration
of the application process.

9. If the hospital is made aware of any verified Medi-Cal or other insurance
coverage, theaccount will be recalled from the agency and the insurance billed for
the service.

10. Any legal actions against a patient including liens, lawsuits, wage garnishments,
etc., must be approved by the Chief Financial Officer, and the proper 30-day notice
inadvance of such activities must be completed by the collection agencies.

11. Upon request, or when contacting the patient regarding their bill regarding legal
action, MHSC will provide a referral to a local consumer assistance center for legal
services, inaccordance with state regulations.

12. The fact that a patient has accounts in bad debt will not be used as a reason to
denyfuture emergency medical services at the hospital.

F. Incomplete FAP Application

In the case of an individual who submits an incomplete FAP application during the
application period MHSC will notify the individual regarding the areas that are
incompleteand inform them of the items and or process necessary to complete the
FAP Application.MHSC will allow the patient 30 days, from the documented
notification, to amend the incomplete application.
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1. If the incomplete application is within the initial 150 of the initial billing the patient
will have up to the 240 days to complete the incomplete application, but will be
encouragedsubmit the amendments within the next 30 days.

2. If the incomplete application is within the period of 210 and 240 days of the initial
billing, MHSC will notify the patient, in writing, of the incomplete FAP application and
the letter will serve as notification of MHSC intention to initiate a deadline after which
such ECA(s)may be initiated that is no earlier than 30 days after the date. Thus, the
patient will have30 days from the notification day to comply.

G. Credit Balance on Patient’s Account

All refunds are processed in accordance with regulatory guidelines to include Section
1371.1 of the California Health and Safety Code, which says, “the providers shall
reimbursethe health care service plan within 30 working days of receipt ... of the notice
of overpayment, unless the overpayment or portion thereof is contested in writing,
within 30 working days.” Resolution of requested refunds of all amounts will be the first
priority of the Hospital and will be issued to the patient, guarantor or insurance
company only after the hospital, or Methodist Hospital contracted 34 party, has
performed sufficient research to determine that the requesting party is the appropriate
party to receive funds. Other refunds of all amounts will be processed after all
requested refunds have been resolved and in accordance with California Escheat laws.

Upon the review of an account showing a credit balance on the hospital financial
system and once it has been determined the account is overpaid or incorrectly paid
and refund isdue patient, the patient account representative will perform the following
process:

1. Enter detailed comments into the financial system to explain how refund calculation
wascompleted;

2. Obtain appropriate documentation such as copy of patient check or copy of
Explanationof Benefits (EOB) for insurance payments and determine appropriate
payee;

3. Review other accounts which the patient might have and which may be affected
by therefund request;

Complete a “Refund Authorization Request” Form and submit for appropriate approval,

5. Arefund letter is completed and attached to the refund request;

6. Approved refunds will be given to Patient Account Representative and posted into
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the hospital financial systemon a weekly basis;

7. Once posted, refund requests are referred by the Cashier to Accounts
Payable forissuance; and

8. Accounts payable produces the refund checks and delivers to the Cashier who
mails therefund check with any attachments.

H. Payment Transfers between Patient Accounts

1. Payment transfers are used when an account has a credit balance caused
by anoverpayment which should be applied to another unsatisfied account
balance.

2. Transferring patient payments between accounts is only appropriate when there
is documented patient liability on the open balance account including bad debt. It
is notappropriate to apply a self-pay payment to an insurance only balance.

3. The Patient Account Representative will thoroughly research the credit balance
accountand any other open account balance the patient has prior to requesting the
money to betransferred. If the open account balance is due to verified patient
liability, a money debit/credit transaction would be appropriate.

4. The process to transfer patient payments between accounts involves the following
steps:

a. The Patient Account Representative will have the original patient payment
checkpulled and copied (look under original payment date);

b. Using the payment transfer request form, document all payment codes and
amountsof both the debit and credit transactions (use the same payment codes
associated with the original payment);

c. Enter clear and concise notes in the computer accounting system
documenting, inboth accounts, the reason for the debit/credit transactions;

d. Send notification to collection agency if credit was transferred to a bad debt
accountto notify of new balance.

e. Submit all of the above documents to the Supervisor/Manager for signature; and

The Supervisor/Manager will submit to Cashier for processing.

SOURCES
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