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I. PURPOSE: 

To define and describe the criteria for qualifying individuals for Kern Medical 
Center’s (KMC) charity care requirements of the California Hospital Fair Pricing 
Policies Act, defined by State Assembly Bill AB 532, AB 774 and AB 1020.  
These bills stipulate uninsured patients are protected from gross hospital 
charges, which are determined by the hospital’s charge master.  Hospitals must 
have a written charity care and discount policy.  The Fair Pricing Act prohibits 
hospitals from charging eligible patients more for care than they could charge 
Medicare.  For discounting, KMC will utilize the Medicare DRG for inpatient 
services and not to exceed 125% of Medicare rates for outpatient services. 
 

II. DEFINITIONS:  
A. AB 532 – Requires the hospital to provide the written forms related to the 

hospital’s financial assistance and charity care policies to uninsured and self-
pay patients at the time of service, if the patient is able to receive them.  If the 
patient is unable to receive the form(s), the hospital must provide them at the 
time the patient leaves the facility or within 72-hours by mail. 

B. AB 774 – A state bill adding language to the California Health and Safety 
Code.  It applies to general acute care hospitals and mandates hospitals to 
financially qualify patients for charity care 

C. AB 1020 – Updates financial aid, disclosure and debt collection requirements 
for general acute care hospitals (GACH), updates the meaning of a patient 
with high medical costs to a person whose family income is less than or equal 
to 400% of the federal poverty level (FPL) and the patient can document that 
the patient or patient’s family has paid more than 10% of the patient’s current 
income or family income in the prior twelve (12) months. 

D. Charity Care – Defined as any medically necessary inpatient or outpatient 
hospital service provided to a patient, who has income below 400% of the 
current FPL and who has been deemed ineligible for other government 
assistance programs, including the Kern Medical Wellness Program (KMWP). 

E. Essential Living Expenses – Any of the following: rent or house payment and 
maintenance, food and household supplies, utilities and telephone, clothing, 
medical and dental payments, insurance, school or child care, child or 
spousal support, transportation and auto expenses (including insurance, gas 
and repairs), installment payments, laundry and cleaning expenses, and other 
extraordinary expenses 

F. Federal Poverty Levels (FPL) – Used by man assistance programs, including 
some states’ Medicaid programs, as a way to set financial eligibility criteria.  
Often programs limit participant’s income to 100% of the FPL or some 
percentage of the FPL, such as 138% or 400%. 
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G. Medically Necessary Services – Financial assistance will apply to medically 
necessary services, using InterQual criteria, excluding services that are 
primarily for patient comfort and/or patient convenience 

 
III. POLICY STATEMENT: 

It is the policy of KMC to establish financial resources for services provided to all 
clients, who have health care needs and are uninsured, or have high medical 
costs, who are at or below 400% of the FPL.  Determination is made available to 
clients by means of a designated hospital revenue cycle employee or preferred 
vendor representative that assists to screen uninsured and under-insured clients 
by gathering financial information to accurately complete applications for 
potential funding programs, including possible charity care. 

 
IV. EQUIPMENT: N/A 

 
V. PROCEDURE:  

A. Eligibility Criteria for Patient Payment Assistance 
1. Eligibility is provided for any patient whose family income is below 400% 

of the current FPL, if covered by third-party insurance, which does not 
otherwise afford the patient a discount from standard hospital rates, as 
provided in the KMC charge description master (CDM). 

2. The KMC Patient Accounting Department can, at the request of the 
patient, review the KMWP application to check to see if the patient is 
eligible for additional assistance beyond Medi-Cal eligibility and the 
KMWP.  The information provided is placed in a tool where the patient’s 
household size and income are reviewed for possible discounts to the 
patient’s bill.  These discounts are assessed based on income level.  
Below 200% of FPL would be eligible for full discount to charity care, 
above 200%, but not more than 400% of the FPL, would be eligible to 
receive services at the rates of payment received from Medicare.  Patient 
would be notified in writing of the results. 

3. Eligibility requires cooperation of individual patients, who may be eligible 
for assistance.  To facilitate receipt of accurate and timely information, 
KMC uses the information provided by the patient.  KMC will request a 
minimum deposit of $100.00 and/or establish initial short-term interest 
free payment arrangements (NTE 12 months) for uninsured patients, 
until such time as the necessary and required documents have been 
secured to process a determination (within 150 days from the last date of 
service or NTE 2 years for Medi-Cal fair hearings cases) and link the 
patient to a government health care program or other coverage.  KMC 
may choose to waive a minimum deposit (non-emergent) for patients 
seeking medically necessary services, when the patient has already 
been identified as having restricted Medi-Cal (ER/pregnancy and long-
term care only). 

4. The granting of payment assistance will be based on an individualized 
determination of financial need and will not take into account age, 
gender, race, immigration status, sexual orientation or religion.  Initial 
payment arrangements may be reevaluated, if it is determined that the 
patient’s financial circumstances have changed significantly at any point 
during the lifecycle of the patient account.  Said changes should be 
communicated to the hospital’s Patient Accounting representative. 
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5. If private or public health insurance is available to partially or fully cover a 
patient’s charges, KMC will consider coverage offered through the 
California Health Benefit Exchange, as well as government-sponsored 
health programs, such as, but not limited to, Medicare, Medi-Cal, Healthy 
Families Program, California Children’s Services (CCS) or other state or 
county-funded health coverage.  Inpatient admissions with private health 
insurance will be monitored weekly by the hospital’s Health Benefits 
Advisors using the weekly high dollar report.  The Financial Disclosure 
Form (HMO/PPO) may be secured in applicable cases for out of network 
health plans.  The hospital’s Health Benefits Advisors will communicate 
via estimate letter to the patient/guarantor during the inpatient 
confinement or outpatient encounter to circumvent “surprise billing” after 
discharge.  The estimate letter is an approximation based on similar 
cases and is no way a guarantee of bill amount of services. 

6. KMC will inform patients that have not provided proof of third-party 
coverage that they may be eligible for coverage offered through the 
California Health Benefit Exchange and other state or county-funded 
health coverage, as well as Medicare (SSI/SSDI), Medi-Cal, Health 
Families and CCS.  Each patient should be issued a Patient Financial 
Assistance brochure (English/Spanish). 

B. Determination of Financial Need 
1. Financial need may be determined through a screening process with the 

hospital’s Health Benefits Advisors or designated Patient Accounting 
staff that may include the following: 
a) Application process in which the client is required to supply 

documentation necessary to make the determination of financial 
need 

b) The use of available public sources that can provide information on 
the patient’s ability to pay 

c) A reasonable effort by KMC or its contracted vendors and agencies 
must be made to assist patients in applying for appropriate 
alternative sources of payment and coverage from public programs, 
taking into consideration the patient’s financial resources and assets 

C. Payment Assistance Guidelines 
1. Services eligible under the policy will be determined on a sliding fee, in 

accordance with the FPL in effect at the time of the determination, as 
follows: 
a) Clients that are at or below 400% of the FPL may be eligible to be 

financially screened to determine if they meet charity care criteria. 
b) Clients that may be currently eligible for Med-Cal restricted services 

(ER/pregnancy related) will be screened to determine if they meet 
eligibility for full scope Medi-Cal and/or KMWP before consideration 
for charity care. 

c) Clients whose income is between 138-400% of the FPL and do not 
qualify for any other health coverage will be financially screened and 
be encouraged to apply for KMWP.  Refer to policy, POL-KMWP-
100. 
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d) Clients whose income is above 200% but not more than 400% of the 
FPL would be eligible to receive services at the rates of payment 
received from Medicare (DRG for inpatient admissions and NTE 
125% Medicare rates for elective outpatient services prepaid prior to 
time of service). 

D. Vendor Relations 
1. The hospital Health Benefit Advisors will notify the vendor relations unit 

of the hospital’s business office upon notification that the patient may be 
eligible for charity review and consideration.  Such notification may result 
from receipt of the Notice of Action from Medi-Cal that a patient has been 
deemed ineligible for coverage, notification that a patient has been 
determined ineligible for KMWP, notification that the patient has 
expressed a hardship in being able to meet their high out of pocket 
deductible and/or co-insurance, or that the patient has had a change in 
their income status. 

2. For the accounts in accounts receivable status, the vendor/agency will 
refer all patient queries for charity assistance to the Director of Patient 
Financial Services.  Refer to Section V, Subsection A, 2. 

 
VI. SPECIAL CONSIDERATIONS:  

A. All requests for charity care adjustments will be reviewed by the Director of 
Patient Financial Services, who will recommend that the Chief Financial 
Officer (CFO) or designated approver via signature approve such charity care 
adjustment accordingly.  The patient/guarantor will be notified of their charity 
care determination by designed Patient Financial Services staff and the 
hospital’s vendor relations unit will be responsible for communicating that 
these accounts be cancelled/closed from the vendor/agency in applicable 
cases.  Under no circumstances, except for those outlined in this policy, 
will any account be requested to be adjusted to charity. 

 
VII. EDUCATION: 

A. Kern Medical Center Staff: Annual education of this policy will be required for 
all Patient Access and Patient Financial staff assigned to assist patients with 
charity care applications or as regulatory changes require. 
  

VIII. DOCUMENTATION: 
A. KMC Revenue Cycle staff will document relevant information into the 

hospital’s information system and/or document imaging application, in 
accordance with record retention requirements. 

B. Neither Patient Access staff nor scheduling appointment staff will assign the 
charity care plan code to any booked appointment or registration.  The 
assignment of the charity care plan code is reserved for Patient Financial 
Services use only. 

 
IX. ADDENDUMS: 

A. KMWP Application 
B. Notice of Financial Disclosure (HMO/PPO) 
 

X. REFERENCES: 
A. KMC Policy, POL-KMWP-100 
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B. KMC Policy, PAC-IM-403, Referral of Self Pay Patients for Medi-Cal 
Application IP/ER 

C. KMC Policy, COL-IM-409, Charges, Payments and Collections 
D. The Affordable Care Act (ACA), IRS §501(r) 
E. ASC 606 
F. State Assembly Bills, AB 532, AB 774 and AB 1020 
 

XI. KEY WORDS: Charity Care, Screening, Discount 
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Addendum A 
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Addendum B 
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