
 

 

Financial Assistance: Charity Care 
and Discount Payment  

 

BO-2A 

Origination Date:  1/07  

Last Revised:      9/25 

Last Reviewed:   9/25 

Submitted By: VP of Patient Financial 
Services – RCM  

APPROVAL 

  

 Board of Directors                         Pending 

 

Page 1 of 7 

 

 

PURPOSE 
College Hospital Costa Mesa’s mission is to develop, manage, and promote a 
continuum of health care services to meet the behavioral and medical needs of its 
communities.  
 
This charity policy is a means through which College Hospital Costa Mesa will work to 
meet the behavioral and medical needs of its patients by offering medical services at no 
charge or at nominal charge for qualified patients. While County government has the 
responsibility for providing services to the indigent, College Hospital assists in carrying 
out that responsibility. Helping to meet the needs of the uninsured and underinsured is 
an important element in our commitment to the community. 
 
WHO MAY PERFORM/RESPONSIBLE 
Access Services, Business Office, Patient Accounting 
 
POLICY 
The criteria the hospital will follow in qualifying patients or programs for financial 
assistance, including Charity Care and Discount Payment, are provided in this policy. 
The hospital has developed these policies in written form and will apply them 
consistently to all patients.  
I. General Process and Responsibilities  

A. Those patients that currently do not pay for their medical bills because of lack 
of third-party insurance and/or an otherwise inability to pay are covered under 
this policy. The overall mission of the hospital is expressly demonstrated in this 
charity policy and through its everyday practices. The Board of Directors, 
demonstrating through their leadership and affirmation of our mission, has 
adopted the policy in this document.  

B. All patients unable to pay for their medical bills will be requested to complete a 
Financial Assistance Application. This form is available in English and Spanish. 
It is our goal to have all elective admissions screened for ability to pay. The 
application will be sent to each patient with the first notification letter indicating 
the patient balance due. All patients, including those thought to be eligible for 
Medi-Cal, Victims of Crime, or any other third-party coverage, but who are not 
currently approved for coverage, should still complete the Financial Assistance 
Application form if possible.  

C. Completion of this form:  

1. Allows the hospital to determine if the patient has declared income giving 
them the ability to pay for the health care services they receive;  
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2. Provides a document to be reviewed by the Business Office staff after the 
patient is discharged to determine financial class assignment; and  

3. Provides an audit trail in documenting the hospital’s commitment to 
providing charity care.  

D. All patients who do not have any third-party insurance coverage, and who do 
not qualify for any government payment program, will receive 50% discount 
from billed charges without taking into consideration their ability to pay and 
before the application of any additional financial assistance such as Charity 
Care or other Discounts, if eligible.  

E. Before determining that a patient does not have the ability to pay, the financial 
screening process requires the hospital staff to make a good faith effort to 
collect the following information:  

1. Individual or family income.  

2. Employment status. This will be considered in the context of the likelihood 
future earnings will be sufficient to meet the cost of paying for these health 
care services within a reasonable period of time. Payment plans will be 
limited to those which can reasonably be liquidated within 12 months. In 
unusual circumstances and with permission from the management of the 
Business Office longer-term plans may be implemented.  

3. Unusual expenses or liabilities.  

4. Family size. Family is defined for people 18 years of age and older as a 
spouse, a domestic partner [as defined by Section 297 of the Family 
Code] and any dependent children under 21 years of age or of any age if 
they have a disability, regardless of if they live at home or not. For people 
under the age of 18, family is defined as parent, caretaker relatives, and 
other children under 21 years of age of the parent or caretaker relative. 
Family size is used to determine the benchmark of financial assistance, if 
income is at or below the established income levels.  

F. This policy indicates that information will be based upon a signed declaration by 
the patient or patient’s family, verification through credit checks and/or other 
documentation provided by the patient or the patient’s family. Additional 
information may be required only for special circumstances or as determined by 
management. Non-emergency patients will be asked to provide proof of income 
during pre-admission screening. It is understood that in some cases this 
information will not be available and therefore the Patient Access staff will 
indicate this on the screening forms and place them inside the patient’s folder.  

G. The attached form is to be used in the financial screening process:  

1. Form 1: Financial Assistance Form (this form also gives permission to 
obtain credit information).  
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i. The Financial Assistance Form will be available in the primary 
languages spoken in the hospital’s community area, including 
English and Spanish.  

 
H. Approval or denial letters will be provided, as notification of payment 

obligations, charity assignment in full or in part, and payment plan options will 
automatically occur with the financial classification assignment. Any billing 
statements to the patient will indicate the amount written off to charity. Patient 
account folders will include completed forms, credit check printouts, and follow-
up notes.  

I. This policy is based upon the most current federal poverty level (FPL) 
guidelines. Based upon the hospital’s demographics and the mission to meet 
the health care needs of its community, the primary qualifying levels are based 
upon 400% of the federal poverty guidelines. In subsequent years, this 
percentage will be evaluated and modified as necessary. 

J. Eligibility: To qualify for financial assistance, either the entire hospital bill 
(Charity Care) or a portion of the hospital bill (Discount Payments), the 
following criteria must be met:  

1. Coverage – The services being provided are not covered/reimbursed by 
Medi-Cal or any other third party, the patient is self-pay, the patient has 
medical expenses which exceed 10% of the family income, and/or the 
patient has family income at or below 400% of the FPL.  

2. Charity Care: If the patient’s income is 400% or less of the FPL, the entire 
hospital bill will be written-off, regardless of net worth or size of bill.  

3. Discount Payment: If the patient’s income is between 401% and 450% of 
the FPL, then a portion of the hospital bill is written-off based upon a 
sliding scale, regardless of net worth or size of bill, as follows:  

a. 401% - 425% = 80% write-off, with maximum liability of $5,000 
(annually in the case of multiple hospital stays).  

b. 426% - 450% = 60% write-off, with maximum liability of $7,500 
(annually in the case of multiple hospital stays).  

 
II. Charity Determination, Forms and Recordkeeping  

A. The form used for financial screening is attached to the financial assistance 
policy. The form requests annual income (plus verification of income) and other 
relevant information. Family size and special circumstances are also requested. 
All requested information will be used to determine if a patient is eligible for a 
write-off of their hospital bill, partially or in total.  
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B. Hospital financial records will include the recording of health care services at 
full charges for revenue documentation, adjusting these amounts by payments 
from individuals or other third parties. Accounts which have been 
inappropriately recorded as bad debt balances will be reclassified as charity 
write-offs after the accounts are restored to receivable status or special 
accounting adjustments are recorded. Documentation concerning the eligibility 
for charity care status will be maintained in the patient’s records.  

 
 
 
III. Classification and Determination of Payment Shortfalls  

A. Many government programs (Medi-Cal, Short Doyle, and Medicare) and other 
third party coverage programs have been established to provide for or defray 
the healthcare costs for individuals who also may be considered needy. In the 
case where arrangements for payments to the hospital require the hospital to 
accept the payment amount as payment in full, the balances of these accounts 
written off due to the difference between hospital charges and payment rates 
are attributable to contractual adjustments and will not be considered charity 
care. In cases where these programs require the patients to pay co-payments 
or deductibles and the patients do not have the ability to pay; these amounts 
will be considered charity care.  

B. Financial assistance determination will be granted on an “all, partial, or nothing” 
basis. For those who are determined to be ineligible for charity care, they will 
be notified that they may appeal their decision by sending a written request to 
the Director of Quality Improvement/Risk Management. 

C. There is a category of patients who qualify for Medi-Cal, but do not receive 
payment for their entire stay. Under the charity care policy definition, these 
patients are eligible for charity care write-offs. In addition, the hospital 
specifically includes as charity the charges related to denied stays, denied days 
of care, and non-covered services. These Treatment Authorization Request 
(TAR) denials, any lack of payment for non-covered services provided to Medi-
Cal patients, and other denials are to be classified as charity. These patients 
are receiving the service, and they do not have the ability to pay for it. 

D. Medicare patients who have Medi-Cal coverage for their co-
insurance/deductibles, for which Medi-Cal does not make payment and 
Medicare does not ultimately provide bad debt reimbursement will also be 
included as charity. These indigent patients are receiving a service for which a 
portion of the resulting bill is not being reimbursed.  
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E. Administrative adjustments have historically included write-offs for bankruptcy 
or other special circumstances indicating the patient’s inability to pay. These 
adjustments and write-offs will be reclassified as charity care as they meet the 
hospital’s criteria for charity care. 

F. Patients who are seen but have not provided hospital staff with any financial 
information prior to their departure from the hospital may be written off to 
charity care, based upon historical experience with this patient population. 
Patients who are known to be homeless will also be eligible for full charity care.  

G. Collection agency reports may identify certain patient accounts returned to the 
hospital after the collection agency has determined that the patient does not 
have the resources to pay their bill. The Business Office may deem these 
accounts to be charity care accounts. These reports will be used in lieu of the 
Financial Assistance Form. A note referencing the specific collection agency 
report (by date) will be included in the patient file as well as the central file. The 
Business Office will make the appropriate transactions to reverse bad debt 
adjustments and reclassify these accounts to charity care.  

 
IV. Charity Determination Process 

Access Department Role: Access will establish programs that lead to financially 
screening 100% of all self-pay inpatients. Staff should request a deposit from 
patients who indicate they have no insurance coverage. The hospital will 
continue to attempt to place indigent patients with a county facility. 

A.    
1. If a patient does not provide Access with adequate information for Patient 

Accounting to follow up with collections process (example; home address; 
telephone contact number) and it is verified that the patient does not have 
Medi-cal or Medicare coverage, this patient will be financially classified as 
Indigent. 

2. If a patient has provided adequate information to the Access but does not 
have coverage through Medi-cal or Medicare, this patient will be classified 
as a private pay for further evaluation by a Medi-cal eligibility worker or 
Patient Accounting staff.  

B. Admitting Department will ensure the correct coding of financial classes and 
forward the patient information to the correct departments for follow up. 
1. Generate a daily report of self pay and Indigent patients to a Medi-Cal 

Eligibility worker and/or application for Medi-Cal PE benefits will be completed 
with the patient. A financial Assistance form will be given to all self pay 
patients by the admitting clerk for completion and submitted to Patient 
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Accounting prior to discharge. Unit staff will assist the patient to complete this 
form as needed.  

C. Patient Accounting Role 
1. The charity care write-off code will always be assigned when the income 

levels based on family size are equal to or less than the established income 
levels based upon the federal poverty guidelines, along with the add-on for 
each additional dependent.  If a partial write-off of the bill is warranted based 
upon the initial financial screening, the charity care write-off transaction code 
will be assigned for that portion of the hospital bill. 

2. Verification of income will be through the receipt of paycheck stubs, recent tax 
returns and/or W-2 forms, as requested by the hospital’s staff.  If the patient’s 
only income is General Relief, no hard copy verification is requested.  A credit 
report will be obtained based upon the patient’s Social Security Number in all 
situations where necessary to confirm the information provided. 

3. Patients who are designated self-pay by Access Services, and are not 
classified as meeting the charity care criteria, based on the established 
income levels, will be contacted by Patient Accounting staff and asked to 
complete a request for a payment plan, or provide further information that was 
not obtained during the initial financial screening process.  Those patients 
determined to have the ability to pay part or all of their bill will be requested to 
make a deposit based upon the expected amount of the bill, and will be 
offered a payment plan for a term of one year or less.  If a discount or 
payment plan is established, consideration will be made to write off a part of 
the bill as charity when appropriate circumstances warrant.  Staff will approve 
charity care status, with appropriate management approval, when consistent 
with the guidelines discussed earlier in this policy. 

4. A reasonable payment plan must be offered to all patients meeting the 
eligibility requirements, even when an agreement cannot be reached 
regarding a payment plan amount between the hospital and patient.  This 
payment plan will require that monthly payments do not exceed 10% of a 
patient’s family income for a month, excluding deductions for essential living 
expenses (i.e., rent, food, utilities).  Any external collection agencies utilized 
by the hospital for debt collection will comply with the above guidelines 
regarding the reasonable payment plan.  

 
 
V. Charity Policy Compared to Charity Determination Process  

A. Key points to this policy include:  
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1. The identification of potential charity patients as close to the time of 
admission as possible.  

2. The Financial Evaluation Form will be used for most self-pay patients, 
whenever possible.  

3. Income will routinely be verified for non-emergency self-pay patients and 
will be used in all circumstances to determine charity status.  

4. The actual financial assistance determinations will be made based upon 
the criteria expressed in this financial assistance policy.  

5. Financial assistance determination will be granted on “all, partial, or 
nothing” basis.  

 
REFERENCES 
CA Health & Safety Code Section 127435  
SB 1276, Chapter 758  
AB 532 
AB 1020 
 
ATTACHMENTS 
Financial Assistance Form 
Financial Assistance Form - Spanish 
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