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Report to the Governor and General Assembly Pursuant to Sections 2 and 3 of Chapters 310 
and 311 of the 2009 Laws of Maryland: HSCRC Work Group Review of the Need for 
Uniform Policies among Maryland Hospitals on Patient Financial Assistance and Debt 
Collection 

Executive Summary 

Chapters 310 and 311 of the 2009 Laws of Maryland require the Health Services Cost Review 
Commission (“Commission,” or “HSCRC”) to establish a Work Group to consider outstanding 
issues regarding patient financial assistance and debt collection.  Specifically, these provisions 
require the Commission to receive input from the Work Group and report to the Governor and the 
General Assembly by October 1, 2009 regarding the need for uniform policies among Maryland 
hospitals relating to patient financial assistance and debt collection; including for: 

• Income thresholds and any special treatment of disability and pension income; 
• Asset thresholds and treatment of various types of assets; 
• Use of liens to enforce collection of debt; 
• Collection procedures; 
• Establishment of guardianship; 
• Use of judgments to collect debts; and 
• Patient education and outreach to inform patients of financial assistance policies. 

The Work Group is also charged with reviewing whether the legal rate of interest on a judgment to 
collect a hospital debt should be altered and whether uniform policies should apply to psychiatric 
and chronic hospitals. 

Separate from the Work Group, the Commission is required to study the creation of incentives for 
hospitals to provide free or reduced-cost care to patients without the means to pay their bills and 
report its findings to the General Assembly. 

The Commission selected Work Group members who would represent several key stakeholder 
groups, including hospitals, public and private payers, legal aid and consumer rights organizations, 
business owners, and local public health officers. Moreover, the Commission solicited and utilized 
comments from the public at each meeting, including credit and collection firms. The Work Group 
was actively attended and took its responsibilities seriously, and the final set of recommendations 
incorporates input from all Work Group members.  

The Work Group began meeting in July of 2009 and conducted six meetings addressing the issues 
detailed in Chapters 310 and 311.  The deliberations of the Work Group during these meetings and 
the Commission’s review of financial assistance and collection policies in Maryland, the 
methodologies whereby hospitals recover charity care and bad debt via the rate setting system, and 
how other states have approached these matters, indicate that there is a need to create certain 
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minimum standards.    However, the review also indicates that any such standards should not 
preclude some degree of flexibility for both the HSCRC and for hospitals in the establishment and 
implementation of policy alternatives. Flexibility will allow for policies that reflect the different 
characteristics of communities, patients, and hospital service areas across Maryland and allows 
hospitals to provide financial assistance and payment plans to uninsured and underinsured patients 
most in need.  Maryland hospitals also note that attempting to collect the full amount from patients 
who are unable to pay their bills is costly to the hospital and to those patients.   

 The culmination of Work Group deliberations and the results of the Commission’s February 2009 
review have revealed that voluntary policies of Maryland hospitals as well as requirements set forth 
in State law and regulation have placed Maryland among the most progressive states in dealing with 
issues of financial assistance and debt collection.  Still, HSCRC surveys and HSCRC’s February 
2009 comprehensive review of financial assistance policies in Maryland also indicate that variation 
exists in policies and procedures, and instances occur where patients can “fall through the cracks”.  
Establishing statewide, uniform, mandatory, minimum standards for patient financial assistance and 
medical debt is warranted. 

The HSCRC believes that the recommendations contained in this report both protect uninsured and 
underinsured patients from being saddled with hospital bills they are unable to pay, while at the 
same time, allowing flexibility for hospitals to continue to provide assistance to patients in ways 
they individually deem to be appropriate.   

The recommendations that follow in this report are intended to be a comprehensive, integrated, 
holistic approach to this issue.  Accordingly, modifying or eliminating any one recommendation 
may suggest the need to modify or add others.  The recommendations specifically are not intended 
to be an ala carte menu, where some may be selected and others omitted; doing so would disrupt 
and undermine the integrity of the package as a whole.  

The HSCRC would like to thank the participants in the Work Group discussions for addressing 
many pertinent issues in a short period time.  All parties provided informed input which helped to 
shape these recommendations. Below is a summary of the recommendations, which is elaborated in 
Section V of this report: 

I. Financial Assistance Policies 
a. Free care should be available to patients in households between 0% and 200% of 

FPL but hospitals demonstrating hardship may request a threshold no lower than 
150% of FPL. 

b. Reduced-cost care should be available to uninsured patients between 200% and 
300% of FPL, but hospitals demonstrating hardship may request lower thresholds. 

c. The maximum payment for reduced-cost care should not exceed the charges minus 
the Commission’s aggregate markup. 
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d. If a patient is later found to be eligible for free care on the date of service, hospitals 
should refund any collections received over a specified amount under certain 
circumstances. 

e. Patients already enrolled in certain means-tested programs are deemed to be eligible 
for free care on a presumptive basis. 

II. Medical Hardship 
a. Medical debt for certain uninsured and underinsured patients incurred over a 12-

month period should not exceed 25% of the patient’s household income. 
b. Hospitals may exclude patients from medical hardship provisions if their household 

income exceeds 500% of FPL. 
c. If a patient is eligible for both reduced cost care and medical hardship, the hospital 

should employ the more generous policy to the patient. 
III. Assets 

a. Hospitals may choose monetary assets in addition to income-based criteria, but the 
asset test must adhere to certain criteria. 

b. Criteria should include those assets convertible to cash, excluding up to $150,000 in 
a primary residence, and certain retirement benefits where the IRS has granted 
preferential treatment. 

c. At a minimum, the first $10,000 in monetary assets should be excluded. 
IV. Documentation Requirements 

a. Hospitals may require of patients only those documents necessary to validate 
information on the Maryland State Uniform Financial Assistance Application. 

b. These documents would not be required for patients deemed eligible for free care on 
a presumptive basis. 

V. Patient Responsibilities 
a. Hospital information sheets should inform patients of their responsibility to pay 

hospital bills in good faith and to provide relevant information to determine 
eligibility for financial assistance or payment options with 30 days of the hospital’s 
request for information. 

b. Hospitals should inform patients that they may be required to first apply for 
eligibility for public programs prior to determining eligibility for financial assistance. 

VI. Patient Education and Outreach 
a. Existing law regarding the posting of notices of the availability of financial 

assistance policies should include inpatient and outpatient admitting and registration 
areas and the emergency room. 

b. Posted notices should be reasonably legible and of a certain size and in certain 
languages. 

c. As part of the financial counseling process, hospitals should provide interpreter 
services in certain languages and the information sheet should be available in certain 
languages. 

VII. Collection Policies 
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a. Hospitals should provide, upon request, an estimate of charges for hospital services, 
procedures or supplies in advance of the visit. 

b. Hospitals should provide patients with information on how to contact the hospital to 
inquire about or dispute bills. 

c. Hospitals should not report a patient to a credit reporting agency until 120 days after 
the first initial bill except under certain circumstances. 

d. Hospital board-approved credit and collection policies should include procedures for 
when debts may be reported to credit reporting agencies, when legal action may 
commence, when garnishments may be applied, and when a lien may be placed. 

e. If a hospital delegates collection activity to a collection agency, it should do so 
pursuant to a contract that requires the agency to abide by the hospital’s policies. 

f. Patients should be able to file grievances to hospitals regarding the activities of their 
collection agents. 

g. Hospitals and their agents should remove any patient debt items from credit reports 
when a bill is paid in full. 

h. No change is recommended to the current pre-judgment or post-judgment laws and 
regulations. 

i. Hospitals should not permit the forced sale or foreclosure of a patient’s primary 
residence to collect an outstanding medical debt. 

VIII. Miscellaneous Policies 
a. Financial assistance and credit and collection policies should be reviewed and 

approved by the hospital’s Board of Directors at least every 3 years. 
b. Hospitals should offer interest-free payment plans to uninsured patients with income 

between 200 and 500% of FPL that request assistance. 
c. Hospitals should provide the ability for patients to have financial assistance decisions 

reconsidered. 
d. The Work Group supports refinement and proliferation of One-e-App on a statewide 

basis. 
IX. Reporting Requirements 

a. Hospitals should include in their existing reports on financial assistance and 
collection polices to the HSCRC information regarding: 

1. Their collection agencies; and 
2. The number of liens placed on residences, extended payment plans beyond 

5 years, and documentation required of individuals to qualify for financial 
assistance 

b. Hospitals should also report to the HSCRC whether they report to their Boards of 
Directors regarding the number of accounts: 

1. reported to credit reporting agencies; 
2. where wage garnishments were imposed; 
3. where liens were placed on residences or motor vehicles; and 
4. where legal action was taken. 
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X. Special Treatment of Private Psychiatric and Chronic Care Hospitals 
a. The recommendations of the report should apply to chronic care hospitals; 
b. Application of these recommendations to private psychiatric hospitals should be 

deferred at this time. 
XI. Establishing Incentives for Charity Care in the HSCRC Uncompensated Care Policy 

a. The Commission should alter its uncompensated care policy by providing additional 
incentives for hospitals to maximize the use of charity care. 

The following guiding principles were used by the HSCRC and the Workgroup as criteria/rationales 
in arriving at these recommendations: 

 Maryland hospitals support access to medically necessary care for all patients, regardless of 
financial means. 

 Maryland’s unique rate-setting system provides hospitals with protection for the provision of 
virtually all uncompensated care. 

 Financial Assistance (charity care) is more appropriate than bad debt (and its associated 
collections processes) for patients who cannot afford their hospital bills. While the financial 
impact of write-offs on hospitals currently is the same, financial assistance is less stressful 
on patients and it avoids administrative procedures that can ultimately prove unfruitful.   

 Some level of uniformity in financial assistance and collection policies is appropriate to 
create a statewide floor. 

 Some measure of flexibility in these policies is necessary to reflect varying socioeconomic 
differences in the hospitals’ service areas and patient mix. 

 The potential impact on a hospital’s financial condition must be considered. 

 Fairness to patients, purchasers, and payers of hospital care is the objective. 

 The administrative burden associated with the policies must be manageable (for hospitals, 
patients, HSCRC, and other parties). 

 Maryland has been among the most progressive states in adopting laws, regulations, and 
voluntary guidelines relating to hospital financial assistance and collection policies.  
Maryland should continue to innovate in this area. 

 Accountability on the part of the hospital in balancing the needs of patients with hospital 
financial factors, as well as on the part of patients to provide adequate documentation in a 
timely manner is required. 

 
This report and the recommendations contained herein have been reviewed by the Commission.   
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Report of HSCRC Work Group on Patient Financial Assistance and Hospital Debt 
Collection 

I. Introduction 

In December 2008, Governor Martin O’Malley requested a thorough review of the credit and 
collection practices of Maryland’s hospitals.  Specifically, the Governor asked that the Health 
Services Cost Review Commission (“Commission” or “HSCRC”) evaluate these issues and, at a 
minimum, address the extent to which those policies differ across hospitals; whether hospitals have 
become more aggressive over time; and whether regulatory or legislative changes are required.   

The Commission, in turn, conducted a review of hospital financial assistance policies, credit and 
collection policies and activities, and the Commission’s uncompensated care methodology and 
policies.  In February of 2009, the Commission issued a detailed report suggesting both legislative 
and administrative changes that attempt to address some of the Governor’s concerns. Following the 
submission of that report, the Commission pursued audit activities designed to determine how 
consistently hospitals are following their financial assistance and collection policies and Generally 
Accepted Accounting Principles with regard to Bad Debt recoveries. HSCRC staff also 
recommended establishing additional incentives for hospitals to provide free care to eligible 
patients. 

As a result of the findings of that report, legislation passed during the 2009 Session of the Maryland 
General Assembly.  That legislation set certain minimum standards regarding the income threshold 
for free hospital care, and established some requirements for hospital financial assistance, collection 
policies and consumer information sheets.  Chapters 310 and 311 (Senate Bill 776 and House Bill 
1069), which can be found in Appendix I, made changes to state law in the following areas:    

Financial Assistance Policy 

Chapters 310 and 311 provide that the Commission shall require acute care hospitals in Maryland to 
develop financial assistance policies for providing free and reduced care to patients who lack 
coverage or whose coverage does not pay the full costs of the hospital bill.  At a minimum, a 
hospital’s policy would provide that patients whose income is at or below 150% of the federal 
poverty level (FPL) would be eligible for free care.  The policy for reduced-cost care to low-income 
patients would be dependent on the hospital’s mission and the hospital’s service area.  The 
Commission may establish higher thresholds but must take into account a hospital’s patient mix, 
financial condition, level of bad debt, and level of charity care. 

The Commission has promulgated regulations, and the 150% free care provision became effective 
beginning June 19, 2009. The regulations also state that hospitals that had more generous policies 
prior to the promulgation of the regulations should at least maintain their current free care threshold.  
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Information Sheet  

Under that legislation, each hospital is required to develop an information sheet to be provided to 
patients and their representatives (at discharge, with hospital bills, and on request) that: 

• Describes the financial assistance policy; 
• Describes the patients’ rights and obligations regarding billing and collection under the law; 
• Provides contact information to assist the patient and family in understanding the bill, the 

patient’s rights and obligation, how to apply for free or reduced-cost care, and how to apply 
for Medicaid; 

• Provides Medicaid contact information; and 
• Clarifies that physician charges are billed separately. 

After convening an Information Sheet Work Group, the Commission issued guidelines to hospitals 
in developing their information sheets and required all hospitals to submit their information sheets 
to the Commission by mid-June.  After reviewing the information sheets, Commission staff will 
further refine the information sheet guidelines to ensure that they are effective in informing patients 
of their ability to apply for financial assistance and how to begin the process.   A copy of the current 
guidelines can be found in Appendix II.   

Availability of Hospital Staff to Assist Patients  

Chapters 310 and 311 require hospitals to provide trained staff to work with patients and their 
representatives on understanding their bill, their rights and obligations, how to apply for Medicaid, 
and how to contact the hospital for additional assistance. 

Policy on Collection of Debts 

The legislation provides that each hospital is required to submit to the Commission (at times 
prescribed by the Commission) its policy on the collection of debts. 

The Policy shall: 

• Provide active oversight of the contracts with third parties to collect debts on the hospital’s 
behalf; 

• Prohibit the hospital from selling any debt; 
• Prohibit charging prejudgment interest on self-pay (uninsured) patients; 
• Describe the hospital’s income and asset criteria for granting assistance; 
• Describe the hospital’s collection procedures for collecting debt; 
• Describe those circumstances where a hospital may seek judgment. 

The Commission was charged by the legislation to review each hospital’s implementation of, and 
compliance with, the collection policies and issue a report. 
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Fines  

Chapters 310 and 311 also permit the Commission to impose fines not to exceed $50,000 per 
violation if a hospital knowingly violates the financial assistance or collection policy provisions in 
the bill. 

Reports to the Governor and General Assembly  

Finally, the Commission was to establish a Work Group to consider outstanding issues regarding 
patient financial assistance and debt collection.  Specifically, it requires the Commission to report to 
the Governor and the General Assembly by Oct. 1, 2009 on the need for uniform policies among 
hospitals relating to patient financial assistance and debt collection, and consider uniform policies 
for: 

• Income thresholds and any special treatment of disability and pension income; 
• Asset thresholds and treatment of various types of assets; 
• Use of liens to enforce collection of debt; 
• Collection procedures; 
• Establishment of guardianship; 
• Use of judgments to collect debts; and 
• Patient education and outreach to inform patients of financial assistance policies. 

The workgroup was also charged with reviewing whether uniform policies should apply to 
psychiatric and chronic hospitals, and the desirability of altering the legal rate of interest on a 
judgment to collect a hospital debt. 

Separate from the Work Group, the Commission was required to study the creation of additional 
incentives for hospitals to provide free or reduced-cost care to patients without the means to pay 
their bills, and report their findings to the General Assembly. 

Financial Assistance and Debt Collection Work Group 

During the spring of 2009, the Commission began to solicit participants from various stakeholders 
in an effort to establish the work group.  During this process, it became evident that there were few 
organized stakeholder groups in Maryland that represent patients in need of financial assistance. 
The Commission made an effort to establish a balanced work group but found it difficult to do so.  
Ultimately, the Commission selected Work Group members who would represent several key 
stakeholder groups, including hospitals, public and private payers, legal aid and consumer rights 
organizations, business owners, and local public health officers. The Commission supplemented the 
Work Group by actively soliciting and utilizing public comments, and found comments from a 
representative of the credit and collection industry to be very helpful. The Work Group actively 
attended and participated in the six meetings, and took its responsibilities seriously. Still, the 
general absence of other organized stakeholders on the issues at hand meant that hospital 
representatives comprised the majority of the Work Group membership and dominated much of the 
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deliberations. A roster of the Work Group members and their affiliations can be found in Appendix 
III. The groups include: 

• The MHA and Maryland Hospital Representatives 
• Legal Aid Bureau 
• Local Health Departments 
• Private Payers 
• Medicaid; and 
• Maryland Chamber of Commerce 

Representatives from third party collection agencies attended all meetings and provided comments 
and input during each meeting. 

The Commission also procured the services of the Hilltop Institute to provide technical assistance in 
reviewing actions taken in other states and recommended by national associations and stakeholder 
groups regarding financial assistance and debt collection policies, summarizing Maryland’s 
hospitals current policies, and assisting with research.   The Hilltop Institute, located at University 
of Maryland – Baltimore County, is a nationally recognized research center dedicated to improving 
the health and social outcomes of vulnerable populations.  Hilltop conducts research analysis and 
evaluation on behalf of government agencies, foundations and other non-profit organizations at the 
national, state and local levels.  Joining Hilltop was Verité Healthcare Consulting, LLC which has 
unique national experience in consulting on issues of community benefits, including best practices 
for financial assistance policies for uninsured and underinsured consumers. 

The Work Group met six times between July and September of 2009.  The agenda and minutes for 
each meeting can be found on the HSCRC website (www.hscrc.state.md.us).   The recommendation 
section of this report also presents the Commission’s progress in implementing incentives in its 
uncompensated care methodology for hospitals to maximize the use of charity care.  Therefore, this 
submission fulfills both reporting requirements (hospital financial assistance and collection policies, 
and incentives in HSCRC uncompensated care policy) under Chapters 310 and 311.   

While an individual Work Group member might disagree with a specific recommendation contained 
here, the recommendations as a whole reflect the opinions of the Commission and the Work Group. 
Work Group members were given the opportunity to submit a letter with their individual comments; 
those letters may be found at Appendix VIII. 

The report and recommendations that follow represent an attempt at crafting the most balanced set 
of policies and requirements. The recommendations were crafted to reflect hospital financial 
assistance and credit and collection policies and requirements from the most progressive states and 
the deliberations of the Work Group.  As such, the HSCRC staff believes if implemented, they will 
be in the best interest of the public broadly defined.  

The report and the recommendations have been reviewed by the HSCRC Commissioners. 

http://www.hscrc.state.md.us/�
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II. Background 

Nationally 

The continued deterioration of the economy both nationally and in Maryland has raised the specter 
of health care financial assistance and collection in recent years.  The combination of increased 
unemployment, reduced governmental assistance, and continued increases in health care costs have 
exacerbated the upward trend in the number of uninsured and underinsured people.  Absent 
universal health care coverage for US citizens, these trends are expected to continue to rise. 

Before Maryland’s legislative action in 2009, several states had already initiated legislation, 
regulations, or voluntary agreements or recommendations with hospitals to establish minimum 
standards for hospital financial assistance and require stricter standards for hospital billing practices, 
notably California, Connecticut, Illinois, Ohio, Minnesota, Missouri, Massachusetts, New York, and 
New Jersey. Very recently, new research on the growing problem of medical bankruptcy and 
medical debt has raised awareness about the serious consequences such liabilities place on 
households, even for the insured.  Federal health reform legislation proposed in September 2009 
includes charity care and collections provisions that hospitals would be required to meet to qualify 
for federal tax exemption under 501(c)(3) of the Internal Revenue Code. 

These issues were illustrated in a June 2009 article in the American Journal of Medicine which 
found that over 60 percent of all bankruptcies in 2007 were driven by medical incidents. 
Approximately three-quarters of those people reporting a medical bankruptcy had insurance at the 
time they became sick or injured. About 35 percent of medically bankrupt persons spent more than 
$5,000 or more than 10 percent of their annual income on out-of-pocket medical bills. The 
uninsured incur medical debt at a far higher rate than the insured1

Other studies have shown that people with low incomes are more likely to report problems paying 
medical bills. These problems almost universally lead to at least one significant financial burden, 
including problems paying for essentials like food and housing, contemplating bankruptcy, trouble 
with collection agencies, or putting off major purchases. About 27 percent of adults with incomes 
less than 300 percent of the FPL report medical bill problems, with an average out-of-pocket 
expense of $1,080. Calculated as a percentage of family income, this average spending amount is 
equivalent to 5.3 percent of income

.   

2

Even small medical bills can be yield financial problems for households. About 40 percent of 
people reporting medical bill problems have had out-of-pocket expenses of $500 or less in the 
previous year. Financial pressures on families from these bill problems increase sharply when out-

.  

                                                           
1 Himmelstein, Thorne, Warren, & Woolhander, 2009 David U. Himmelstein, Deborah Thorne, 
Elizabeth Warren, Steffie Woolhander, Medical Bankruptcy in the United States, 2007: Results of a 
National Study, The American Journal of Medicine, June 2009 
2 Cunningham, Miller, & Cassil, 2008 – Living on the Edge – Health Care Expenses Strain Family 
Budgets, Research Brief #10, December 2008, 
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of-pocket spending for health care exceeds 2.5 percent of family income. At 200 percent of the FPL 
for a family of two, this 2.5 percent threshold is equivalent to $729 (based on the 2009 guidelines)3

Nationally, medical bill problems can result from specific episodes of treatment not covered by 
insurance (including Medicare), but can also result from the accumulation of regular, ongoing out-
of-pocket medical expenses for people with chronic conditions, including the insured. People in fair 
or poor health and people with chronic conditions are more likely to report problems paying 
medical bills for out-of-pocket spending below 2.5 percent of income and at all levels of out-of-
pocket spending

.  

4

Maryland 

.  

Patients and hospitals in Maryland encounter many of the same issues; however, the existence of 
the All-Payer System in Maryland, which provides financing for charity care services, invokes a 
different set of challenges and opportunities.  Maryland is unique in that it is the only state to retain 
an All-Payer hospital rate setting system. This system is made possible by a federal waiver (the 
“Medicare Waiver”) from the national hospital reimbursement principles of Medicare and 
Medicaid. The State law mandating that non-governmental payers pay on the basis of HSCRC-
approved rates (in conjunction with the Medicare Waiver) has enabled the State to continuously 
operate its “All-Payer” system the past 31-plus years. This unique system provides the State with 
some significant advantages in approaching the issue of financial assistance and medical debt 
collection policies, and how changes to such policies may be financed.  

One of the primary goals of the All-Payer system is to ensure financial access to care for all 
Maryland citizens. Indeed, the development of a fair mechanism to pay for hospital uncompensated 
care was a primary reason Maryland’s hospitals supported the creation of rate regulation in the State 
in 1971.  

Commensurate with this goal of access is the desire on the part of the State to support hospitals’ 
social mission. The legislature believed that public service, including the provision of medical care 
to the indigent, was an essential public duty of the hospital industry. Hospitals serve patients for 
medically necessary or emergent services without regard to their ability to pay, and the financing of 
UC costs is treated as a responsibility to be shouldered by all payers. Hospitals are compensated for 
reasonable amounts of uncompensated care delivered through this equitable payment structure.  

In carrying out this social mission, however, hospitals have an obligation to be efficient and 
effective in their operations. This responsibility is in keeping with the Commission’s principal 
regulatory responsibility – to establish rates that permit efficient and effective operation. Finally, the 
Commission has the responsibility to make hospitals accountable for all areas of their operations, 
including their commitments to their communities – e.g., reasonable debt collection activities.  

                                                           
3 Cunningham, Miller, & Cassil, 2008 
4 Cunningham, Miller, & Cassil, 2008 
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There are inherent tensions between the goal of providing financial access to care for all Maryland 
citizens and simultaneously holding hospitals to be as efficient and effective as they can be in their 
collection practices. Hospitals, in particular those that are exempt from local, state, and federal 
taxation, must maintain their mission to serve while actively pursuing payment from those patients 
who are able to pay. It is not always clear how best to balance these somewhat conflicting goals, 
particularly when the billing and collection process can be complex. What is clear, however, is that 
patients, hospitals, and the HSCRC should all share the responsibility for achieving the most 
appropriate balance. 

III.  Trends in Financial Assistance and Collection Policies in Maryland 

Maryland has been among the most progressive states in implementing legislative, regulatory and 
voluntary provisions for financial assistance and collection policies.  Some of the legislative 
changes in this area can be found in House Bill 627, which was enacted during the 2005 Legislative 
Session and which required hospitals to develop their own financial assistance policies and submit 
their policies to the Commission on the collection of debts owed by patients who qualify for 
reduced-cost care under their financial assistance policies.  The Commission issued a collection 
policy survey in 2006 and updated that survey in December 2008.  There was little difference in the 
responses from 2006 and 2008.  In response to the Governor’s request to review the status of 
financial assistance policies in Maryland, the 2008 survey added questions regarding various 
elements of hospitals’ financial assistance policies. Appendix IV shows the results of the surveys, 
and below is a summary of these findings. It is important to note that this survey was issued prior to 
the passage of Chapters 310 and 311.  While Maryland hospitals and the regulatory and legislative 
requirements have been proactive, the Commission’s February 2009 report to the Governor 
illustrated that there is much variation among hospitals regarding these policies.  Findings from that 
report are summarized below. 

    Income Policies 

At the time of the 2009 survey, MHA had in place voluntary guidelines suggesting hospitals use, as 
a minimum, 150% of the FPL as the threshold for free care. The analysis found that the vast 
majority of hospitals met this standard. Fifteen hospitals used precisely this standard, and 23 
hospitals had a higher threshold, ranging from 175 to 300 percent of the FPL (the most common 
figure among this group is 200 percent of the FPL). A few hospitals (five) did not state a specific 
income level; they addressed patient eligibility for free care on a case-by-case basis. A review of the 
submitted financial assistance policies showed that four hospitals failed to meet MHA’s voluntary 
guideline for free care. Three hospitals use a free care threshold as low as 100 percent of the FPL.  

With these few exceptions, Maryland’s hospitals generally fell between 150 and 200 percent of the 
FPL in establishing eligibility for free care. For the reduced-cost care threshold, MHA’s voluntary 
guidelines utilize the figure of 200 percent of the FPL. In our analysis, we found that 7 hospitals 
used the MHA guideline; 20 hospitals use a percentage higher than the MHA guideline (ranging 
from 230 percent to 400 percent); and 5 set the upper limit not based on an FPL, but rather based on 
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the patient’s “ability to pay.” Twenty-seven hospitals also have a policy on “catastrophic” expenses 
for patients deemed “medically indigent,” meaning these hospitals provide financial assistance at 
income levels above their ordinary standards when the size of the hospital bill is so large that it 
creates financial hardship for persons even with comparatively high household income.  

Asset Test  

The MHA voluntary guidelines state that a patient should have less than $10,000 in “net assets” in 
order to qualify for financial assistance. Twelve hospitals used that guideline, but the verbiage may 
be “assets” or “liquid assets” rather than “net assets.” Four hospitals set a lower limit and 19 set a 
higher limit. Nineteen hospitals’ policies were silent on how assets are to be considered when 
qualifying patients for financial assistance. Some hospitals’ policies excluded the patient’s primary 
residence and a first car from inclusion in the asset test, while most policies did not address 
exclusions. There was no prevailing “center of gravity” for how Maryland hospitals consider assets 
in order to make financial assistance determinations. 

Conversion to Bad Debt 

The February 2009 study indicated that almost all Maryland hospitals require self-pay patients to 
pay a deposit on admission and to pay the balance of the bill on discharge, or enter into an extended 
payment agreement acceptable to the hospital.  

Maryland hospitals most frequently convert a debt into a bad debt when the obligation is in arrears 
for 90 days. Seventeen hospitals’ policies turn a debt into bad debt at 90 days; 8 do so in less than 
90 days (a few hospitals convert debt into bad debt after just 60 days); and 16 turn the bill to bad 
debt in over 90 days (up to 120 days). Six hospitals were silent on this issue.  

Once a hospital converts an obligation into bad debt, the vast majority of hospitals in Maryland turn 
the bill over to a third-party debt collector—usually a collection agency or a law firm. A few 
Maryland hospitals specify that a third-party debt counseling service will begin working with 
delinquent patients before the obligation becomes a bad debt, with the goal of finding existing or 
potential eligibility for third-party sources of payment, identifying charity eligible patients, and 
establishing a payment plan.  

Control and Oversight of Third Party 

The February 2009 review found that most Maryland hospitals’ policies simply required standard 
boilerplate language that a reviewer might find in any contract; namely, that the third-party 
contractor must comply with all applicable federal and state laws.  

However, very few hospitals’ policies in Maryland went beyond that to govern the behavior and 
practices of the third-parties hired by hospitals to collect bad debts. For example, while a few of the 
hospitals’ policies admonished the third parties to comply with the hospital’s standards, very few 
do. In general, once the debt is handed to a third party, the policies are silent regarding the behavior 
of these parties. 
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Garnishments, Attachments, and Liens 

With respect to garnishing wages or attaching bank accounts after a court has ordered payment on 
an unpaid obligation, the February 2009 review found that some policies in Maryland were specific 
and provided authority for third-party debt collectors to take these actions on behalf of hospitals. 
However, a majority of hospitals were entirely silent and did not address the topic.  

With respect to placing liens on property, 13 total policies in Maryland allowed third-party agents to 
attach liens on property, but 3 of those hospitals’ policies specifically exempted the primary 
residence from liens. Three policies clearly prohibited the placement of any lien by a third-party, 
and, again, the large majority (31 hospitals) did not address the subject at all. The policies that 
tended to protect patients the most, generally prohibited the third-party from conducting any of 
these activities once a court order was obtained. Instead, these policies required the third party to 
return the account to the hospital for execution of the court order. 

Approval of Policy 

In the February 2009 review, it was learned that the agent of the hospital authorized to establish the 
financial assistance policy is generally the hospital’s chief financial officer (CFO), chief operating 
officer (COO), or chief executive officer (CEO).  Rarely is it stated in a policy that the hospital’s 
board is to be involved.  More specifically, five policies were signed by the hospital’s Director of 
Patient Financial Services, 15 by the hospital CFO or COO, 13 by the hospital’s President or CEO, 
and only two by Chair of the Board of Directors.  In the policies reviewed, 12 did not identify the 
approving authority. 

Special Audit 

The February 2009 report of the HSCRC to the Governor conveyed the need to conduct special 
audits to discern the level of compliance with State law and assess whether there is variability in 
financial assistance and collection polices among hospitals in the State.  In addition, Chapters 310 
and 311 of the 2009 Legislative Session of the Maryland General Assembly require the HSCRC to 
review each hospital’s implementation of, and compliance with, the information sheet and hospital 
collection requirements outlined in the legislation.  In response, the HSCRC issued special audit 
procedures on February 6, 2009 to initiate the required review, and responses were returned to the 
Commission by March 30, 2009.  The review was undertaken in three areas – Financial Assistance 
policies, Credit and Collection Policies, and Bad Debt Recoveries.  A summary of the special audit 
can be found under Appendix IV 

 House Bill 627, which was enacted during the 2005 Legislative Session, requires hospitals to post 
conspicuous notices describing their financial assistance policies explaining how to apply for free or 
reduced-cost care.  The bill also requires hospitals to develop a financial assistance policy for 
providing free and reduced-cost care to certain patients.  The audit was designed to: 

• Determine whether such notices are posted;  
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• Describe the content of the notices and where they are posted; and 
• Determine, based on a random sample of 50 cases, the number and percentage of cases 

where the financial assistance policy was followed. 

The Audit results show: 

• All hospitals post notices conspicuously at the hospital; and  
• While hospitals tend to convey that they have financial assistance policies in their 

postings and provide appropriate contact information, very few actually describe the 
financial assistance policy in the posting. 

• Hospitals frequently deviated from their financial assistance policies by approving 
eligibility without all required documentation and also frequently grant more assistance 
than patients may be eligible to receive pursuant to the policies. 
 

The HSCRC acknowledges that it is typically not feasible to provide a detailed description of the 
financial assistance policy on such a posting. 

Of the 47 hospitals audited: 

• 23 (49%) complied with their financial assistance policies 75% of the time or more; 
• 10 (21%) complied with their financial assistance policies between 25% and 75% of the 

time;  
• 14 (30%) complied with their financial assistance policies 24% of the time or less; and 
• 18 (38%) of the hospitals complied between 98% and 100% of the time, while 12 (25%) 

complied between 0%-2% of the time. 

According to the audit findings, hospitals typically deviated from their financial assistance policies 
by approving eligibility without required documentation and by providing more assistance than a 
patient may be eligible for under the stated policy.   

Chapters 310 and 311 also set forth various standards and requirements for hospital collection 
policies.  The audit questions require the auditors to report on the number of cases and the 
percentage of the time that hospital collection policies were followed, as well as examples of why 
there were deviations from these policies.  The audit also asked for the number and percentage of 
cases where patients were granted Medicaid eligibility yet the collection process was initiated.  
Auditors were required to select a random sample of 50 cases over a 12-month period. 

The audit found that of the 46 hospitals reporting: 

• 34 (74%) complied with their collection policies 75% of the time or more; 
• 6 (13%) complied with their collection policies between 25% and 75% of the time;  
• 6 (13%) complied with their collection policies 24% of the time or less; and 
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• 17 (37%) of the hospitals complied between 98% and 100% of the time while 1 (2%) 
complied between 0%-2% of the time. 

According to audit findings, samples of reasons for deviation from collection policies include: 

• Billing statements sent too early; 
• Accounts were sent to collection agency earlier than policy stated;  
• Accounts were written off earlier than time period; 
• Overpayment; 
• Follow up calls to patients not made; 
• Account not approved by appropriate personnel before assigning as bad debt; 
• Not sent to collection agency until after the time period in policy; and 
• Not classified as bad debt until after time period in policy. 

Auditors reported that there were only six documented cases where collection policies were applied 
to patients who were eligible for Medicaid; however, many of the auditors were unable to determine 
this due to lack of documentation in the patient record.  This is an issue that the HSCRC will 
address when it reissues this special audit in the future. 

Under current practice, Maryland hospitals are required to reduce bad debt by the amount of any 
recoveries. Auditors were asked for the number and percentage of cases (based on a 50 case random 
sample) where uncompensated care was reduced by the full amounts recovered (and where the 
recovered amount was not reduced by collection agency fees or expenses).  According to the audit 
results, virtually all gross recoveries were reduced from bad debts.  

The Commission will continue to conduct this special audit on an annual basis. 

 

IV. Work Group Issues Discussed, Other State Examples, Stakeholder Positions and 
Recommendations based on Deliberations 

Section 2 of Chapters 310 and 311 of the 2009 Laws of Maryland requires the Commission to 
establish a Work Group on patient financial assistance and debt collection. The legislation requires 
this Work Group to review the following: 

(1) the need for uniform policies among hospitals relating to patient financial assistance and 
debt collection, including as elements within any uniform policies: 

(i) income thresholds and any special treatment of disability and pension 
income; 

(ii) asset thresholds and treatment of various types of assets; 
(iii) use of liens to enforce collection of a debt; 
(iv) collection procedures; 
(v) establishment of guardianship; 
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(vi) use of judgments to collect debts; and 
(vii) patient education and outreach to inform patients of the availability of 

financial assistance with their bills 
(2) the desirability of applying any uniform policies to private psychiatric and chronic care 

hospitals; and 
(3) the desirability of altering the legal rate of interest on a judgment to collect a hospital debt. 

The Work Group reviewed recent legislation in several states considered to have established new 
models of oversight and new standards for financial assistance, focusing on the experience of 
California, Illinois, Minnesota, New Jersey, New York, and Ohio. Additional voluntary guidelines 
were reviewed from several states, including Massachusetts.  These states are not an exhaustive list. 
Rather, they were selected because they have enacted fairly comprehensive legislation applying 
differing approaches to financial assistance and debt collection policies. Most were recently 
enacted. They also are considered among the most progressive states in the adoption of financial 
assistance and debt collection standards.  To better understand the decision- making process 
underlying legislative language, interviews were conducted with the Illinois Hospital Association 
and the Illinois Office of the Attorney General as well as with California stakeholders. Findings 
from these reviews are reported in subsequent State Examples sections throughout the document.   

The Work Group also reviewed and summarized the positions and recommendations of industry 
stakeholders, including the Maryland Hospital Association, American Hospital Association, 
Catholic Health Association, Healthcare Financial Management Association, and one consumer 
group, Community Catalyst, which has set forth legislative recommendations.  

Many of the discussion issues center on various income ranges and patients' ability to pay for 
medical care more generally. To facilitate discussion, Table 1 displays the income levels associated 
with 150 percent, 200 percent, 300 percent, and 400 percent of the federal poverty level, as 
calculated by the Department of Health and Human Services 2009 Federal Poverty Guidelines. The 
average household size in Maryland is 2.6. 

Table 1. Department of Health and Human Services 2009 Federal Poverty Guidelines 
Number of Individuals 

in Household 
150% FPL 200% FPL 300% FPL 400% FPL 

1 $16,245 $21,660 $32,490 $43,320 
2 $21,855 $29,140 $43,710 $58,280 
3 $27,465 $36,620 $54,930 $73,240 
4 $33,075 $44,100 $66,150 $88,200 
5 $38,685 $51,580 $77,370 $103,160 
6 $44,295 $59,060 $88,590 $118,120 
7 $49,905 $66,540 $99,810 $133,080 

For each additional 
person, add $3,740 
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Each section below first illustrates activities in other states for each of the issues discussed by the 
Work Group as well as positions of major stakeholder groups for each issue area.  Each section then 
concludes with the HSCRC’s recommendation based on the deliberations of the Work Group. 

Patient Financial Assistance Eligibility Thresholds 

Chapters 310 and 311 from the 2009 Legislative Session establish a household income of 150 
percent of the FPL as the minimum eligibility threshold at and under which Maryland hospitals 
must provide free “medically necessary” care to all uninsured patients receiving inpatient or 
outpatient hospital services. This threshold is in line with the minimum floor for free care 
recommended by the Maryland Hospital Association in voluntary guidelines established a few years 
ago.  

As stated in Section 1(A) of Chapters 310 and 311: 
 
(3)        (I) The Commission by regulation may establish income thresholds higher than those 

 under paragraph (2) of this subsection. 
             (II) In establishing income thresholds that are higher than those under paragraph (2) of 

this subsection for a hospital, the Commission shall take into account: 
1. The patient mix of the hospital; 
2. The financial condition of the hospital; 
3. The level of bad debt experienced by the hospital; and 
4. The amount of charity care provided by the hospital. 
 

Chapters 310 and 311 do not establish methods that hospitals should use to calculate income, they 
do not indicate whether assets should be considered, and they do not define “medically necessary” 
care. Thus, these Chapters provide the Work Group with the task of considering whether to apply 
uniform policies in these areas or leave hospitals the flexibility to determine their own policies. 

 It is important to note that states other than Maryland typically have not regulated or set hospital 
rates, so that gross charges, based on list prices in hospital charge description masters (CDMs), can 
be well above actual costs. Thus, earlier reforms of financial assistance policies in other states have 
typically sought to set limits on the cost-to-charge ratio (or discount rate) that can be applied when 
billing the uninsured. Maryland, on the other hand, sets hospital rates through its unique all-payer 
system, which results in a markup of charges over cost in Maryland that is much lower than other 
states, in the 15 to 20 percent range, compared to an average charge of more than 300 percent of 
cost in some states.  

This means that a standard for financial assistance in another state, when applied in Maryland, 
would have a different impact on Maryland hospitals with respect to the size of the invoice to 
patients and the claimed charitable write-off when financial assistance is provided. Thus, the 
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comparatively low charges in Maryland are important to consider when developing financial 
assistance policies and reporting.  

The policies in other states that have recently taken action on income thresholds are summarized 
below. 

California established a 350 percent of the FPL threshold below which patients are eligible for free 
or discounted care (without setting a minimum floor for free care), and includes as eligible both 
uninsured patients and insured patients with high medical costs (defined as out-of-pocket costs that 
exceed 10 percent of family income) under this threshold (California Health and Safety Code and 
California Code of Regulations).  

Illinois does not establish free care thresholds in its Hospital Uninsured Patient Discount Act, but 
does cap eligibility for “discounts” to families with incomes below 300 percent of the FPL for rural 
hospitals and 600 percent of the FPL for urban hospitals. These “discounts” refer to a cap of 135 
percent of the cost-to-charge ratio that can be applied when billing an uninsured patient. This cap 
rests above the ratio of 110 to 115 percent generally applied by hospitals to all payers in Maryland. 
Illinois also caps the maximum collectible amount per-person per-hospital per-year at 25 percent of 
family income if the family does not have substantial assets (Illinois Compiled Statutes 210.89 
Hospital Uninsured Patient Discount Act).5

New York, like Illinois, requires sliding scale “discounted” charges to the uninsured with incomes 
below 300 percent of the FPL in order for a hospital to receive a Hospital Indigent Care Pool 
distribution. Below 100 percent of the FPL, the State establishes a nominal patient contribution 
amount for each type of service. For instance, there is no charge for prenatal and children’s 
emergency room and clinic visits, whereas adults are charged $15 per adult visit to the emergency 
room and outpatient clinic and $150 for inpatient services. Individuals with incomes between 101 
and 300 percent of the FPL must be charged on a sliding scale, which ranges from the nominal fees 
described above to the highest amount paid by the highest volume payer (New York Public Health 
Law 2807). 

  

New Jersey’s Hospital Care Payment Assistance Program extends free care to uninsured 
individuals with incomes at or below 200 percent of the FPL (some services are excluded). Care is 
discounted using a sliding scale for uninsured individuals with incomes between 201 and 300 
percent of the FPL, paying between 20 and 80 percent of the charge. Out-of-pocket payment is 
capped at 30 percent of annual family gross income in a 12-month period (New Jersey Department 
of Human Services, 2005).  

                                                           
5 Many of the thresholds arrived at in legislation reflect the limits of political consensus. The final language was merely 

perceived as an improvement over the status quo, not a model for future legislation. Interview with David Buysse, 
Deputy Division Chief, Public Interest Division, Illinois Office of the Attorney General, July 9, 2009. 
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Ohio’s Hospital Care Assurance Program requires all hospitals receiving Medicaid disproportionate 
share funds to offer free services to individuals with incomes below 100 percent of the FPL who do 
not qualify for Medicaid (Ohio Administrative Code). 

Minnesota’s voluntary agreement with the Minnesota Hospital Association recommends a 
threshold for free care of 200 percent of the FPL. Minnesota also limits hospital charges to 
uninsured individuals with annual household incomes less than $125,000 to the maximum amount 
they charged  their largest insurer for the same service in the previous year (Minnesota Hospital 
Association, 2005).  

The policies of stakeholder groups on this topic are as follows. 

The Maryland Hospital Association (MHA), in its voluntary guidelines for financial assistance 
policies, specifies that, as a minimum, individuals with incomes below 150 percent of the FPL 
should receive free care and recommends extending discounts to individuals with incomes up to 200 
percent of the FPL. The extent of the discount is not specified, but MHA recommends that hospitals 
consider the size of the bill and ability to pay in developing financial assistance policies (Maryland 
Hospital Association). 

The Healthcare Financial Management Association (HFMA), in its Principles & Practices Board 
Statement 15, states that a single eligibility threshold for financial assistance would not be 
universally applicable to all hospitals, and that each hospital should consider its own mission, 
community characteristics, and financial status in determining financial assistance policies. 
Eligibility for financial assistance should be based on factors other than the federal poverty 
guidelines, such as employment status, living expenses, and other health care bills. Hospitals should 
consider granting free-care to certain patients on a presumptive basis if, for example, they have one 
or more characteristics that indicate inability to pay (e.g., they already have been qualified for a 
means-tested government health or human services program or are homeless).  (Healthcare 
Financial Management Association, 2009 and 2006). 

The Catholic Health Association (CHA), in its guidance on community benefits, states that charity 
care should be reported on the basis of costs (actual financial losses to the hospital) rather than 
charges, and that discounts should consider the actual cost of the care provided to patients 
qualifying for financial assistance.. Applied to Maryland, this would mean that patients eligible for 
reduced-cost care or for medical hardship assistance would have their medical bills calculated at 
cost with no markup – or below cost. If discounts are not below-cost, the hospital is not in fact 
granting charity care. (Catholic Health Association). 

Community Catalyst, in its sample financial assistance policy, recommends, at a minimum, that 
individuals with incomes below 200 percent of the FPL be eligible for free care. Individuals with 
incomes between 201 and 400 percent of the FPL should receive “partial free care.” In this range, 
individuals pay an amount equivalent to 20 percent of the portion of their income that exceeds the 
free care threshold of 200 percent of the FPL (Community Catalyst 2003 and 2004).  
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Taking these policies and the deliberations of the Work Group into account, the following Patient 
Assistance Eligibility Thresholds are recommended: 

Recommendations on Patient Assistance Eligibility Thresholds 

1. Free care shall be available to uninsured patients who otherwise are not eligible for public 
insurance with gross household income up to at least 200 percent of the federal poverty level 
(FPL).   

• Household is defined as the patient, the patient's spouse living in the household, and all 
of the patient's dependents who live in the patient's home. If the patient is under the age 
of 18, the family shall include the patient, the patient's natural or adoptive parent(s), 
anyone claiming the patient as a dependent, and the parent(s) other dependents living in 
the patient's home.  

• Gross Household income is defined as a household's total income from all sources, 
including, without limitation, gross wages, salaries, dividends, interest, Social Security 
benefits, workers compensation, regular support from family members not living in the 
household, government pensions, private pensions, insurance and annuity payments, 
income from rents, family-owned business interests, royalties, estates, trust funds, child 
support, and alimony. 

2. Hospitals can request a lower standard (no lower than 150 percent of the FPL), but must 
demonstrate to the HSCRC that a standard of 200 percent of FPL would yield undue 
financial hardship to the hospital. 

3. If a hospital has collected more than $25 from a patient (or the patient’s guarantor) who, 
within a 2-year period after the date of service, was found to be eligible for free care on the 
date of service, the hospital must refund to the patient (or the patient’s guarantor) the 
amount collected above $25.  Likewise, if a judgment or adverse credit report has been 
entered on a patient who was later found to be eligible for free care on the date of service, 
the judgment or adverse credit report shall be vacated and stricken.   

• This policy excludes patients with a means-tested government health care plan that 
requires the patient to pay out-of-pocket for selected healthcare services. 

• This policy is predicated on the patient complying with his/her responsibilities under 
Section I.G. of these recommendations. 

• The 2-year period under this policy may be reduced to no less than 30 days after the 
hospital requests relevant information from the patient in order to make a 
determination of eligibility for financial assistance, if documentation exists of the 
patient’s (or the guarantor’s) unwillingness or refusal to provide documentation, or 
the patient is otherwise uncooperative regarding his/her patient responsibilities. 

4. Unless otherwise eligible for Medicaid or CHIP, patients who are beneficiaries/recipients of 
the following means-tested social services programs are deemed eligible for free care, 
provided that the patient submits proof of enrollment within 30 days unless the patient or the 
patient’s representative requests an additional 30 days: 

• Households with children in the free or reduced lunch program 

• Supplemental Nutritional Assistance Program (SNAP) 
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• Low-income household energy assistance program 

• Primary Adult Care Program (PAC) (until such time as inpatient benefits are added to 
the PAC benefit package) 

• Women, Infants & Children (WIC) 

5. The HSCRC may specify through regulation that patients who are beneficiaries/recipients of 
additional means-tested social services programs are eligible for free care as appropriate.  

6. Hospitals may use additional presumptive eligibility criteria to deem patients eligible for 
free care.  

7. Discounts shall be available to uninsured patients with household income up to at least 300 
percent of the FPL. 

8. Hospitals can request a lower standard for reduced cost care, but must demonstrate to the 
HSCRC that a standard of 300 percent of FPL would yield undue financial hardship to the 
hospital. 

9. The maximum patient payment for reduced-cost care shall not exceed the charges minus 
hospital’s aggregate markup. 

10. Hospitals shall provide a mechanism whereby patients may have hospital decisions 
regarding the granting of financial assistance and the establishment of payment plans 
reconsidered. 

Special Treatment of Certain Categories of Income and Assets 

Section 2 of Chapters 310 and 311 of the 2009 legislation specifically requests input on the special 
treatment of certain categories of income and assets.  The legislation identifies the need for uniform 
policies among hospitals relating to patient financial assistance and debt collection, including as 
elements within any uniform policies:  

(i) any special treatment of disability and pension income  
(ii) asset thresholds and treatment of various types of assets.  

 
Most state legislation reviewed did not specifically address the treatment of disability and pension 
income in determining eligibility for financial assistance. Illinois SB 2380 states that any amounts 
held in a pension or retirement plan may be excluded from the calculation of assets.  That 
legislation also states that that retirement and pension distributions may be counted as income. 

California indicates that hospitals may consider assets in determining eligibility. The legislation 
specifies, however, that the following assets are excluded: retirement or deferred compensation 
plans, the first $10,000 of monetary assets, and 50 percent of monetary assets over $10,000. 

Illinois also allows hospitals to consider assets in determining financial assistance eligibility; an 
individual’s assets may not exceed the income thresholds for financial assistance (600 percent of the 
FPL in urban areas and 300 percent of the FPL in rural areas). The following may not be counted 
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toward the asset test: primary residence, any amounts held in a pension or retirement plan, and 
property exempt under other state laws. 

New York is similar to California in that assets may be considered, but the New York Department 
of Health reports that most hospitals consider income alone in determining eligibility for discounts. 
The following assets are excluded: primary residence, tax deferred/retirement savings accounts, 
college savings accounts, and cars used by patients and their immediate family members. 

In order to receive financial assistance in New Jersey, an individual’s assets may not exceed 
$7,500, and family assets may not exceed $15,000. The primary residence is excluded from the 
asset test. 

Ohio does not impose an asset test in determining eligibility for free care unless the hospital policy 
requires it. 

Maryland does not perform asset tests in determining Medicaid eligibility for pregnant women, 
children, and most family coverage groups. Asset tests are also excluded from determining 
eligibility for the Primary Adult Care (PAC) program and the Maryland Children’s Health Program 
(MCHP). 

The stakeholder policies in this area are as follows:  

MHA voluntary guidelines state that individuals must have less than $10,000 in net assets in order 
to qualify for financial assistance. No asset class is protected or excluded from consideration. 

HFMA’s sample financial assistance policy uses the Census Bureau’s definition of family income, 
which includes veterans’ payments, survivor benefits, pension income, and retirement income in 
determining eligibility for financial assistance. 

Community Catalyst recommends that there be no asset test for individuals to qualify for free or 
discounted care up to 400 percent of the FPL (the proposed upper income limit for eligibility for 
discounted care). This recommendation is based on research suggesting that individuals within this 
range typically have very limited assets (Weissman, Dryfoos, & London, 1999). Community 
Catalyst does recommend an asset test for medical hardship assistance. This asset test excludes the 
following: primary residence, primary motor vehicle, burial contracts, certain amounts of life 
insurance, certain amounts of retirement assets, and $4,000 of other assets (individuals). 

Medicare sets some general guidelines for determining whether a beneficiary is either indigent or 
medically indigent. Notably, the provider “should take into account a patient’s total resources which 
would include, but are not limited to, an analysis of assets (only those convertible to cash, and 
unnecessary for the patient’s daily living), liabilities, and income and expenses,” as well as “any 
extenuating circumstances” (Centers for Medicare and Medicaid Services, n.d., p. 316).  
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Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding the Special Treatment of Categories of Income and Assets are recommended: 

Recommendations on Special Treatment of Categories of Income and Assets 

1. A hospital may, in its discretion, consider household monetary assets in determining 
eligibility for financial assistance in addition to the income-based criteria, or it may choose 
to use only income-based criteria. If a hospital chooses to utilize an asset test, that test must 
adhere to the following bulleted items: 

• “Monetary assets” are those assets that are convertible to cash excluding a primary 
residence, and retirement assets, which are defined to be those assets (such as a 401K) 
where the IRS has granted preferential tax treatment as a retirement account including 
but not limited to deferred-compensation plans qualified under the Internal Revenue 
Code, or nonqualified deferred-compensation plans. 

• A principal residence may be considered in making a financial assistance determination 
after first excluding a “safe harbor” equity in the home in the amount of $150,000. 

• At a minimum, the first $10,000 of monetary assets may not be considered when 
determining eligibility for free or reduced cost care. 

Medical Hardship Assistance for Medically Indigent Patients 

Beyond the income ranges for which hospitals provide financial assistance, some uninsured and 
underinsured higher-income patients may incur catastrophic medical bills not covered by insurance 
which are so large that even a person with relatively high income could have difficulty paying the 
bill in full. These individuals would be considered “medically indigent.” Based on a review of 
Maryland financial assistance policies submitted to the Commission, 27 hospitals had a policy on 
“catastrophic” expenses for patients deemed “medically indigent.” Policies that provide assistance 
to the medically indigent are referred to as medical hardship assistance. 

Most states examined do not explicitly address a medically indigent class of patients. The exception 
is California, where hospitals may provide indigence assistance to individuals whose household 
incomes do not exceed the financial assistance threshold (350 percent of the FPL), and who does 
not receive a discounted rate from the hospital as a result of third party coverage, and whose 
medical costs are more than 10 percent of family income. Rural hospitals are allowed to set a lower 
standard for indigence assistance. 

However, several states apply an income range within which patients can be eligible for discounted 
care that could be interpreted to include patients who are insured but medically indigent. When 
eligibility determination methods for these ranges are not legislated or regulated, the states 
essentially allow hospitals to apply different eligibility standards and different discounting methods 
across the discounted range. Thus, hospitals might choose to qualify patients at the highest range of 
income for discounted care only if they meet a medically indigent standard. 
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California’s medical hardship policy caps annual out-of-pocket expenses per person per whose 
family income does not exceed 350% of the FPL at 10 percent of family income for the prior 12 
months. 

Some examples include Minnesota, which limits hospital charges to uninsured individuals with 
annual household incomes less than $125,000 to the maximum amount paid by an insurance 
company in the previous calendar year; Illinois, which caps the maximum collectible amount per-
person per-hospital per 12 month period at 25 percent of family income (patients with high 
deductible health plans are not eligible); New York, which caps fees for individuals with incomes 
below 300 percent of the FPL at the highest amount paid by the highest volume payer; and New 
Jersey, which restricts charges for care to 80 percent of the charge for uninsured individuals below 
300 percent of the FPL, and caps out-of-pocket payment at 30 percent of annual family gross 
income in a 12-month period.  

Stakeholders groups have issued the following guidelines: 

MHA recommends that hospitals consider the size of the bill and ability to pay in developing 
financial assistance policies. 

HFMA states that medical hardship, including the amount and frequency of medical bills, should be 
considered when developing financial assistance policies. 

Community Catalyst recommends a formula to provide medical indigence assistance to 
individuals with incomes higher than the financial assistance threshold. For those with incomes over 
400 percent of the FPL, the maximum collectible amount would be equal to 25 percent of income 
for the calendar year, unless family assets are sufficient to cover bills exceeding this amount.6

Medicare sets some general guidelines for determining whether a beneficiary is either indigent or 
medically indigent. Notably, the provider “should take into account a patient’s total resources which 
would include, but are not limited to, an analysis of assets (only those convertible to cash, and 
unnecessary for the patient’s daily living), liabilities, and income and expenses,” as well as “any 
extenuating circumstances” (Centers for Medicare and Medicaid Services, n.d., p. 316). 

 

Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding the Medical Hardship are recommended: 

Recommendations on Medical Hardship 
1. Medical debt for out-of-pocket expenses (excluding copays, deductibles and coinsurance) 

for uninsured or underinsured patients (incurred over a 12-month period) cannot exceed 
25% of household income.  For example, if one or more patients in a household earning 
$60,000 per year receives hospital bills in the amount of  $40,000, the maximum out-of-
pocket medical debt for non-covered medically necessary services is $15,000, less any 
applicable copays, deductibles and coinsurance (25 percent of $60,000), and $25,000 must 

                                                           
6 For example, an individual in a family of one whose annual income is $25,000 would pay a maximum of $668 for 
hospital services, and then receive free care for any amount over $668 in that calendar year. This calculation is based on 
the United States Department of Health and Human Services 2009 Federal Poverty Guidelines. 
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be written-off as charity care. Any payment plan for the patients in this household would be 
premised on the $15,000 in household out-of-pocket debt.  To be eligible to have this 
maximum amount applied to subsequent charges, the patients shall inform the hospital in 
subsequent admissions or outpatient encounters that one or more members of the household 
has previously received health care services from that hospital and was determined to be 
entitled to the discount. 

• Medical debt includes all medical costs (excluding copays, deductibles, and coinsurance) 
for which the hospital billing office is responsible to bill.  Therefore, if a hospital does 
not bill for physician services, physician costs may be excluded by the hospital when 
calculating the medical debt.  
  

• Hospitals may adopt policies to exclude a patient from the application of the medical 
hardship policy when the patient has income that exceeds 500% of FPL. 

 
• For patients whose household income falls in the income range between 200% and 300% 

of FPL, if the medical hardship policy would result in a more patient-friendly reduction 
than the reduced cost policy (found above), the medical hardship policy would apply.  
 

• When distributing amounts collected from patients under this section between the 
hospital and physician(s) (for medical costs that the hospital billing office is responsible 
for billing), the hospital shall not distribute to the physician an amount greater than: 

o For an insured patient, the amount paid by the patient’s insurer; or 

o For an uninsured patient, what would otherwise be paid to the physician under 
the Medicare fee schedule for the services provided.    

Collection Procedures, Protection from Collection Action, and Use of Judgments to Collect 
Debts 

Section 1 of Chapters 310 and 311 of the 2009 Laws of Maryland mandates that hospital policies on 
the collection of debts owed by the patient shall:  

(1) provide active oversight by the hospital of any contract for collection of debts on behalf of 
the hospital;  

(2) prohibit the hospital from selling any debt;  
(3) prohibit the charging of interest on bills incurred by self-pay patients before a court 

judgment is obtained; 
(4) describe in detail the consideration by the hospital of patient income, assets, and other 

criteria; 
(5) describe the hospital’s procedures for collecting a debt; and 
(6) describe the circumstances under which the hospital will seek a judgment against a patient.  

The Commission construes this law to apply to any agency hired by a hospital to collect debts and 
will hold hospitals accountable should their agents violate these provisions. Chapters 310 and 311 
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request input from the Workgroup on “the need for uniform policies among hospitals related to 
…debt collection, including as elements within any uniform policies: 

  (iii) use of liens to enforce collection of a debt; 
(iv) collection procedures; 
(v) establishment of guardianship; 
(vi) use of judgments to collect debts; and 
(vii) the desirability of altering the legal rate of interest on a judgment to collect a hospital 
debt.” 

California does not permit hospitals to submit unpaid bills for collection if a patient is attempting 
to qualify for financial assistance or a payment plan. Hospitals must allow for 150 days after billing 
before pursuing civil action or adverse credit reporting for the uninsured or patients with high 
medical costs.  

In Illinois, before pursuing collection action against the uninsured, hospitals must first allow the 
patient to apply for financial assistance and offer a payment plan unless the agency has agreed to 
comply with certain regulations. The patient must be allowed 60 days to submit an application for 
financial assistance, and the payment plan must be offered for the 30 days following the initial bill. 
Hospitals may proceed with collection after these time periods. Collection actions may not be 
pursued without the written approval of an authorized hospital employee (Illinois Public Act 094-
0885 Fair Patient Billing Act).  

New York hospitals may not send an account to collection if a patient has an application pending 
for financial aid. Collection action against patients deemed eligible for Medicaid at the time of 
service is also prohibited. Hospitals must offer payment plans for outstanding balances by discount 
recipients. Collection agencies must obtain the hospital’s consent prior to commencing legal action. 

New Jersey prohibits collection action against individuals eligible for free care; individuals eligible 
for discounted care may not be subject to collections for amounts above the discounted fee. 

In Minnesota, prior to collection action, hospitals must first ensure that all third parties/insurance 
companies have been billed, the patient has been offered a payment plan; and the patient has been 
offered any financial assistance for which he or she may be eligible. 

Massachusetts recently revised community benefit guidelines to take effect in October 2009, which 
recommend no collection action prior to 120 days after the first bill is sent. The recommendations 
also provide that the hospital should establish a mechanism for patients to complain directly to the 
hospital about the behavior of collection agents, and the hospital should allow patients to negotiate 
directly with the hospital and pay the hospital directly, even after a matter might have been referred 
to a third-party collection agent. The guidelines also recommend that hospitals seek approval from 
their board of directors before reporting a patient’s medical debt to a credit or reporting agency and 
must seek to remove the bad credit report upon payment (Massachusetts Office of Attorney 
General). 
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Missouri passed a law in 2007 that permits hospitals (and other health care providers) to be paid 
from the proceeds of any tax refund the patient/taxpayer might receive. The law requires hospitals 
to allow at least 90 days for payment before referring the unpaid bill to the State Department of 
Health and Senior Services (DHSS). If the debt appears to be meritorious “on its face,” DHSS 
certifies the debt to the State Department of Revenue, which is obligated to satisfy the debt before 
awarding any refund to the patient/taxpayer. 

Stakeholder recommendations on collections include: 

MHA does not have any guidelines pertaining to credit and collection policies. 

In its sample policy, HFMA recommends that collection actions consider the extent to which the 
individual qualifies for financial assistance and the patient’s efforts to qualify for financial 
assistance and government assistance programs. For patients who qualify for financial assistance 
and who are cooperative in resolving their bills, HFMA suggests that hospitals establish payment 
plans and not send unpaid bills to collection. 

Community Catalyst states that government assistance enrollees, individuals with applications 
pending for government assistance programs, and free care recipients should be exempt from 
collections. Further, discount care and medical hardship assistance recipients are exempt from 
collections over the discounted amount. Payment plans should be established for individuals who 
are not eligible for financial assistance. All collection actions must be approved by the hospital 
board, and all hospital collection policies apply to all third parties. If a collection action is initiated 
and the individual is subsequently determined eligible for free care, the hospital is required to 
refund any money the individual already paid. 

The Access Project, in their testimony at a Congressional hearing on medical bankruptcy and 
medical debt, posit that involuntary medical debt should not tarnish an individual’s credit report, 
and that medical debt should not be reported to credit agencies (Rukavina, 2007).  

Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding the Collection Procedures, Protection from Collection Action, and Use of 
Judgments to Collect Debts are recommended: 

Recommendations on Collection Procedures, Protection from Collection Action, and Use of 
Judgments to Collect Debts 

1. Upon request, the hospital shall provide the person with a written estimate of the total 
charges for the hospital services, procedures, or supplies that are reasonably expected to be 
provided and billed to the person by the hospital. It shall be clearly stated that this is an 
estimate and that actual charges could vary.  The hospital may provide this estimate during 
normal business office hours. This section shall not apply to emergency services provided to 
a person.  

2. A hospital shall provide patients with clear information (including on all bills) on how to 
contact the hospital to inquire or to dispute a bill and shall respond to patients’ inquiries 
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within 30 days. The hospital shall make this information available in all of the languages for 
which the hospital provides onsite interpreter services (limited English proficient population 
that constitutes at least 3% of the hospital’s service area). 

3. If a hospital delegates collection activity to an outside collection agency, it shall do so by 
means of an explicit authorization or contract to do so and shall require that the third party 
agree to abide by the hospital’s credit and collection policies and shall specify procedures 
the collection agency will follow if patients appear to qualify for financial assistance. 

4. Hospitals shall assure that third party collection agents will provide the patient with an 
opportunity to file a grievance or complaint and will forward all grievances or complaints to 
the hospital regarding the bill or the conduct of the collection agent. 

5. The Commission’s review revealed no legislation or stakeholder positions that addressed the 
question of how or when hospitals should establish guardianship. Medicare debt collection 
rules require that the provider “must determine that no source other than the patient would 
be legally responsible for the patient’s medical bill” (Centers for Medicare and Medicaid 
Services, n. d., p. 316).  No recommendations were made regarding this issue. 

6. For an uninsured patient, or for a patient who provides information that he or she may be a 
patient with high medical costs, a hospital or any assignee of the hospital, or other owner of 
the patient debt, including a collection agency, shall not report adverse information to a 
consumer credit reporting agency or commence civil action against the patient for 
nonpayment at any time prior to 120 days after the first initial patient bill (excluding the 
Maryland summary statement) unless documentation exists of the patient’s (or the 
guarantor’s) unwillingness or refusal to pay, or the patient is uncooperative in meeting 
patient responsibilities. 

• Unless documentation exists of the patient’s (or the guarantor’s) unwillingness or refusal 
to pay, or the patient is uncooperative in meeting patient responsibilities, the hospital or 
the hospital’s contracted third party shall continue to work with patients to resolve 
billing issues including entering into payment plans. 

7. Hospitals and their third party collection agents shall remove relevant patient debt items 
from the patient’s credit report once that debt is paid in full. 

8. Hospitals shall offer uninsured patients with income between 200 percent and 500 percent of 
the FPL who request assistance the opportunity to enter into a payment plan for their 
hospital care, and the period of time and monthly payments for this payment plan must be 
reasonable. Any extended payment plans offered by a hospital to assist patients eligible 
under the hospital’s financial assistance policy shall be interest free. 

Interest Rates on Medical Debt 

Under current Maryland law, hospitals are prohibited from charging interest on bills incurred by 
self-pay patients before a court judgment is obtained.  State law also (CJ 11-107) establishes the 
interest rate for all judgments (health care and otherwise) to be 10%.   Currently, post-judgment 
interest rates in Maryland are capped at 10 percent per annum. Pre-judgment and Post-judgment 
interest rate requirements in Maryland can be found in Appendix V.   
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California requires extended payment plans offered by hospital assistance policies to be interest 
free.  

New York states that interest on monthly payment plans may not exceed the U.S. Treasury rate for 
90-day securities plus .5 percent. Additionally, New York explicitly prohibits accelerators for 
missed payments. 

Minnesota’s voluntary agreements do not address interest rates. However, preexisting state law  
imposes a cap on interest rates of 8 percent per annum on “any legal indebtedness” formalized by 
any written agreement (Minnesota Statute § 334.03 (2008).7

Community Catalyst proposes that interest rates in payment plans be capped at the lesser of 3 
percent or the consumer price index. Additionally, hospitals should inform patients on the 
difference between the payment plan interest rate and the rates charged by credit card companies. 

 

Recommendation on post-judgment Interest for Medical Debts 
 

1. There should not be any change to the pre-judgment or post-judgment interest rules or rates. 

Use of Liens, Garnishment, and Attachment 
 
The Work Group engaged in much discussion regarding the execution liens on residences in 
Maryland.  Representatives of the Legal Aid Bureau summarized existing law in Maryland.  In 
general, the entry of a judgment is governed by the Maryland Rules.  When one party sues another 
party, the Maryland Rules apply to the process of filing the suit, entry of the judgment, and 
collection on the judgment.  Lawsuits filed in the Circuit Court are governed generally by Chapter 2 
of the Maryland Rules, and lawsuits filed in the District Court are governed generally by Chapter 3 
of the Maryland Rules.  A judgment is a determination by a Court in favor of a party to a lawsuit, 
and a money judgment is a determination that a certain amount of money is immediately payable to 
the judgment creditor ( Ann. Code of Md., Cts. & Jud. Proc. §11-401(c)). 

When a judgment is entered by a court, the prevailing party will want to ensure that the judgment is 
recorded; for once it is recorded, it can become a judgment lien on real property.  The judgment 
once recorded will become a lien on land that is currently held by the judgment debtor or future 
land that the debtor may purchase or inherit.     

A judgment creditor cannot sell land that is held as tenants by the entireties if it holds a judgment 
against just one tenant. Tenants by the entireties property is property jointly held as husband and 
wife.   If property is held as joint tenants, the judgment lien cannot attach until after the joint 
tenancy is severed (Eastern Shore Bldg. & Loan Corp. v. Bank of Somerset, 253 Md. 525, 253 A. 2d 
367 (1969)). 

                                                           
7 In the absence of a written agreement specifying a higher rate, Minnesota’s interest cap is 6 percent. 



32 
 

There are three categories of creditors – priority, secured and unsecured.  A priority creditor is 
typically one that a legislative body has determined has a special status and must be paid before all 
other creditors or be granted a lien.  Examples of such creditors are taxing authorities or 
municipalities.  A secured creditor is one who has a right to personal or real property because of a 
consensual agreement between the parties whereby one party has granted a consensual lien to 
another in exchange for some consideration, usually money.  A typical example of a secured 
creditor is a mortgage company or a company that has financed a vehicle.  The creditor who has 
priority to real property is the creditor who has received a judgment and recorded first.  In a typical 
scenario, a consumer debtor who owns a house will have a mortgage on the house, and that 
mortgage company will have filed the Deed of Trust with the county (or Baltimore City) land 
records.  Any creditor who sues the consumer debtor thereafter and records in time and as permitted 
by the Maryland Rules will have priority over other creditors, except the mortgagee or the holder of 
a tax lien.  A more detailed summary of the Maryland law regarding liens on residences that was 
presented to the Work Group can be found in Appendix VI. 

Other states’ provisions on liens, garnishment, and attachments include: 

In California, wage garnishments and liens are not allowed for financial assistance patients. For 
other patients, wage garnishment is not allowed without a court order. Additionally, the sale of a 
patient’s primary residence during his or her lifetime is prohibited. 

Illinois did not address the use of liens or garnishments in recent legislation. However, prior state 
law limited the amount of liens by health care professionals and providers (Illinois Compiled 
Statutes 710 ILCS 23. Health Care Services Lien Act). According to staff at the Attorney General’s 
Office, the use of liens was not pursued in recent legislation in order to focus political consent on 
the most pressing issues.  

In New York, forced sale or foreclosure on a primary residence is not allowed in order to collect on 
an outstanding medical debt. 

Minnesota specifies that wages and bank accounts may be garnished after obtaining a judgment 
against the patient. 

HFMA specifies that hospitals shall not garnish wages or place liens on the primary residence of 
individuals who qualify for financial assistance. 

Community Catalyst states that government assistance enrollees, individuals with applications 
pending for government assistance programs, and free care recipients should be exempt from 
collections. Thus, these individuals would be exempt from garnishments, liens, and attachments. 
Liens, foreclosures, wage garnishment, and any attachment of a bank account or other personal 
property should not be allowed without the approval of the hospital board. 

Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding the Use of Liens, Garnishments, and Attachments are recommended: 
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Recommendations on Use of Liens, Garnishments, and Attachments 

• Hospitals’ credit and collection policies shall provide detailed procedures for the following 
actions: 

• When a patient debt may be reported to a credit reporting agency (in compliance with #3 
above); 

• When legal action may commence regarding a patient debt (in compliance with #3 
above); 

• When garnishments may be applied to a patient’s or patient guarantor’s income; and 

• When a lien on a patient’s or a patient guarantor’s personal residence or motor vehicle 
may be placed. 

• Under current law, it is permissible for a hospital to secure a lien on a principal residence. 
The hospital shall not permit the forced sale or foreclosure of a patient’s primary residence 
in order to collect an outstanding medical debt.  Provided a hospital timely records any lien 
on a principal residence, a hospital shall maintain the right to defend its legal position as a 
secured creditor with respect to other creditors to whom the patient may owe a debt. 
 
 
Patient Education and Outreach on Availability of Financial Assistance 

Section 2(a)(1) of Chapters 310 and 311 requests input from the Workgroup on the need for 
uniform policies among hospitals related to: “patient education and outreach to inform patients of 
the availability of financial assistance with their bills.” 

Many points regarding financial assistance notification are already addressed in Chapters 310 and 
311. Other provisions in the legislation require each hospital to develop an information sheet 
containing certain content and indicates that “the information sheet shall be provided to the patient, 
the patient’s family, or the patient’s authorized representative: (I) before discharge; (II) with the 
hospital bill; and (III) on request.” Under authority of Chapter 310 and 311, the Commission has 
already established uniform requirements for the information sheet (Information Sheet Guidelines 
and Q&A can be found in Appendix II). Policies on “patient education and outreach” could 
encompass: 

(1) What language(s) should notifications be written in; 
(2) Whether the Commission should provide uniform language for all notifications; 
(3) Whether notification requirements should apply to services other than inpatient; 
(4) Additional notification requirements beyond the initial patient bill; 
(5) Whether outreach includes a requirement to facilitate application for Medicaid for certain 

patients, or simply requires patient education on how to apply; and 
(6) Readability of documents (based on type size and density, reading level, etc.). 

 
California law states that hospitals must post notices about financial assistance policies in locations 
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that are visible to the public, including the emergency department, billing office, admissions office, 
and other outpatient settings.  

Illinois requires hospitals to post signs about financial assistance in admission and registration 
areas, provide written materials such as brochures and applications in these areas, and publish 
notice on the hospital’s website. The policy must also be included on each bill, invoice, and 
summary of charges. Signs must be posted in English and any other primary language spoken by at 
least 5 percent of patients served by the hospital. 

New York law requires hospitals to ensure that every patient is made aware of their financial 
assistance policies. All hospitals must provide a written summary of these policies in a timely 
manner to all patients upon request. General hospitals with 24-hour emergency departments are 
required to post language-appropriate signs in the hospital facility and provide this information on 
bills and statements sent to patients. Specialty hospitals with 24-hour emergency departments must 
provide written materials to patients upon registration or intake and prior to service provision.  

New Jersey requires hospitals to provide all patients with written notice about the availability of 
financial assistance and medical assistance programs through a form provided by the state’s health 
department. This notice should be provided at the time of service but no later than the first bill.  

Ohio states that hospitals must post notices about their free care policies in the facility, including 
admissions areas, business offices, and emergency rooms. These materials must be posted in clear 
and simple terminology in English and other languages that are common to the service area. 
Additionally, these notices must be clearly readable at least 20 feet away from the viewpoint of 
patients. 

Massachusetts recommends that hospitals provide information about all available financial 
assistance programs at intake and on all bills. This information should be in English and all other 
languages for which the hospital provides on-site interpretation services. The recommendations in 
Massachusetts also state that the hospital bill should contain sufficient detail to enable the patient to 
determine if the charges are accurate, and the bill should explain that the patient has the right to 
dispute the bill (and how to do so) and to get a response from the hospital within 30 days. 

Stakeholder groups have policies and guidelines as follows: 

MHA states that hospitals should provide written notification about financial assistance polices, 
such as signs and brochures. These policies should be published annually in a public forum and 
should be available upon request. Written notices should be available in English and additional 
languages appropriate to the hospital’s service area and should include contact information (such as 
a telephone number) for the hospital. 

HFMA, in their sample policy, recommends that financial assistance policies be disseminated 
through various means, such as notification in patient bills, signage posted throughout the facility, 
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notification on the hospital’s website, and notification in other public places. These materials should 
be provided in the primary languages spoken in by the hospital’s service population. 

Community Catalyst emphasizes that every patient should be notified of the hospital’s financial 
assistance policies at multiple points during the admission, treatment, and billing process, including 
signage posted throughout the facility, publication on the hospital’s website, and publication to the 
broader community, such as quarterly publication in local newspapers and to all community health 
centers. Materials should be published in English and at least five other languages spoken in the 
hospital’s services area. 

Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding Patient Education and Outreach are recommended: 

Recommendations on Patient Education and Outreach 
1. The information sheet and posted notice to patients shall include information on patients’ 

right to apply for financial assistance and contact information.  

2. A hospital must post conspicuous notices of its financial assistance policy in the billing 
office, inpatient and outpatient admitting/registration, and emergency department.  Current 
law requires that these postings “describe the financial assistance policy.” This shall be 
interpreted to mean “to notify patients of the availability of financial assistance programs.” 

3. The posted notice must be reasonably legible, no smaller than 8.5 by 11 inches,  and in 
languages spoken by any limited English proficient population that constitutes at least 20% 
of the a hospital’s service area. 

4. The hospital must provide interpreter services in languages spoken by any limited English 
proficient population that constitutes at least three percent of a hospital’s service area 
population to assist those patients with financial assistance and billing questions. 

5. The information sheet shall also be available in languages spoken by any limited English 
proficient population that constitutes at least three percent of a hospital’s service area 
population.  

6. The following patient responsibilities should be added to the HSCRC’s guidelines for the 
Information Sheet:  

• To receive financial assistance benefits, a patient responsible for paying a hospital 
bill must act reasonably and cooperate in good faith with the hospital by providing 
the hospital, and any third party agents with which the hospital has a valid collection 
agreement, with all of the reasonably requested financial and other relevant 
information and documentation needed to determine the patient's eligibility under the 
hospital's financial assistance policy.  Reasonable payment plan options should be 
offered to qualified patients within 30 days of a request for such information. 

• A patient responsible for paying a hospital bill shall communicate to the hospital and 
any third party agents with which the hospital has a valid collection agreement any 
material change in the patient's financial situation that may affect the patient's ability 
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to abide by the provisions of an agreed-upon reasonable payment plan or 
qualification for financial assistance within 10 days of the change. 

• To receive financial assistance, an uninsured patient may be required by the hospital 
to apply first for coverage under public programs (such as Medicare, Medicaid, State 
Children’s Health Insurance Program or other programs) if there is reasonable basis 
to believe that the uninsured patient may be eligible for such program. 

Special Treatment of Private Psychiatric and Chronic Care Hospitals 
 

Section 2 of Chapters 310 and 311 direct the Workgroup to review “the desirability of applying any 
uniform policies to private psychiatric and chronic care hospitals.”  Both psychiatric and chronic 
care hospitals are classified as special hospitals under state regulations. Maryland has seven chronic 
care hospitals (five private and two public), which account for a total of 567 beds. In both the 
private and public facilities, approximately 85 percent of chronic care hospital discharges are 
covered by Medicare and Medicaid (Maryland Health Care Commission, 2007).  

Maryland has five private psychiatric hospitals, which account for 535 or 22.3 percent of all 
psychiatric beds in the State. Psychiatric hospitals have different bed licensure and payment rate-
setting requirements than general acute hospitals. Private psychiatric hospitals in Maryland provide 
acute psychiatric services. Long-term and forensic psychiatric care is provided only in state 
psychiatric hospitals. Payment mechanisms for psychiatric services in Maryland have recently 
changed. In 2007, the Centers for Medicare and Medicaid Services (CMS) did not renew 
Maryland’s Institutions for Mental Disease (IMD) waiver, so Medicaid will no longer pay for adult 
treatment in private psychiatric hospitals. However, Maryland’s public mental health system, 
through extra appropriations in 2008, will continue to pay the Medicaid rate with State general 
funds for Medicaid enrollees.  

Referral practices for individuals who present to general acute care hospital emergency rooms 
depend on whether or not the hospital has a psychiatric unit and the individual’s insurance status. 
Uninsured individuals who present to general acute hospital emergency rooms without psychiatric 
units are transferred to other general acute hospitals with psychiatric units or to a state psychiatric 
hospital. To reduce this burden on State hospitals, the Mental Hygiene Administration (MHA) has a 
program for purchasing beds in private psychiatric facilities for uninsured persons referred from 
general acute hospitals (Maryland Health Care Commission, 2008).  

Private Psychiatric hospitals in Maryland are not under the State’s Medicare Waiver; therefore, 
uncompensated care costs are borne by private payers only – making the challenges of providing 
charity care different for psychiatric hospitals.  Recent State budget cuts may result in an increased 
volume of uninsured patients to these hospitals. 

Financial assistance and collection policy reforms in other states have not explicitly addressed the 
special treatment of these types of hospitals. 
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California requirements apply to general acute hospitals, psychiatric acute hospitals, and special 
hospitals. 

Illinois legislation does not exclude psychiatric or chronic care hospitals from financial assistance 
requirements. According to interviews with Illinois officials, psychiatric and chronic care hospitals 
in the State primarily serve Medicaid and privately insured patients. It was noted that some general 
community care hospitals in the Chicago area converted to chronic care hospitals after the passage 
of recent legislation, thus reducing the number of uninsured patients and the accompanying 
provision of financial assistance. 

Ohio’s financial assistance requirements apply to all hospitals receiving Medicaid payments.  The 
laws in New York and New Jersey explicitly apply to general hospitals only. 

The stakeholder policies reviewed did not address this issue. 

Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding the Treatment of Private Psychiatric and Chronic Care Hospitals are 
recommended: 

Recommendations regarding the treatment of Private Psychiatric and Chronic Care Hospitals 

1. The recommendations of this report shall apply to Maryland’s Chronic Care Hospitals. 

2. Financial assistance and collection policy recommendations should be deferred for private 
psychiatric hospitals. 

 

Miscellaneous Policies and Reporting Requirements 
 

During the course this review, several items were revealed and discussed outside of the specific 
issues addressed in Chapters 310 and 311 but are germane to proposing proper standards for 
ensuring appropriate oversight and accountability of financial assistance polices and collection 
practices at Maryland hospitals. 

In a 2008 survey, the HSCRC found that the hospital CFO, COO, or CEO generally approves the 
financial assistance policies for the hospital.  Rarely is it stated in a policy that the hospital’s board 
is to be involved.   The HSCRC strongly believes that the fiduciary responsibility of hospital boards 
of directors extends to review and approve financial assistance and collection policies on a periodic 
basis.  This is not to suggest that the board should manage the financial assistance and credit 
collection process, but to be aware of and approve the overall policy. 

The One-e-App System is currently being used in three states and is a web-based system for 
connecting citizens with appropriate publically funded health and community service programs.  
The system is designed to screen individuals and families, via an interview process through 
“community assistors,” for eligibility in a range of programs.  The Healthy Howard Access Plan has 
begun to utilize the program, but further development and refinement is necessary before the system 
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will be fully integrated and ready for use on a large scale throughout the State.  Also, further 
training will be necessary to have an adequate number of “community assistors” available to 
manage the process.  When fully operational, the system can help hospitals standardize the 
eligibility process for both public programs as well as hospitals’ financial assistance policies. 

In addition, the Work Group discussed the documents required in other states for individuals to 
prove income, assets, and/or residency in order to quality for financial assistance.  Legislation in 
other states is discussed below, followed by stakeholder positions. 

California states that documentation of income shall be limited to recent pay stubs or income tax 
returns. Documentation of assets may include information on all monetary assets, excluding 
information on retirement or deferred compensation plans. Hospitals may require releases from the 
patient or his or her family, allowing the hospital to obtain information from financial/commercial 
institutions and other entities that hold or maintain the assets. 

Illinois provides very specific documentation requirements. Any one of the following items may be 
used to verify income: 

 Most recent tax return 

 Most recent W-2 and 1099 forms 

 Two most recent pay stubs 

 Written income verification from an employer if paid in cash 

 One other reasonable form of third party income verification deemed acceptable to the 
hospital 

Asset verification may include: 

 Statements from financial institutions or some other third party verification 

 If no third party verification exists, the patient shall certify as to the estimated value of assets 

Residency verification may include any one of the following: 

 Any of the income documents listed above 

 A valid state-issued identification card 

 A recent residential utility bill 

 A lease agreement 

 A vehicle registration card 

 A voter registration card 

 Mail—from a government or other creditable source—addressed to the uninsured patient at 
an Illinois address  

 A statement from a family member of the uninsured patient who resides at the same address 
and presents verification of residency 

 A letter from a homeless shelter 
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New Jersey requires individuals to provide documentation of identification, state residency, 
income, and assets. Any one of the following documents may be used to prove identification: 

 A driver’s license 

 A voter registration card 

 A union membership card 

 An insurance or welfare plan identification card 

 A student identification card 

 A utility bill 

 Federal or state income tax forms 

 An unemployment benefits statement 

 If the identification items listed above are not available, hospital staff may request one of the 
following items: 

• A piece of mail addressed and delivered to the individual 

• A signed attestation from a third party 

• A signed statement from the individual 

Any of the documents listed above may be used to prove New Jersey residency. Additionally, the 
hospital may accept an attestation from the individual that he or she is homeless. 

Income verification may include any one of the following: 

 Federal or state income tax returns 

 Pay stubs 

 W-2 forms 

 A letter from an employer 

 Annual Social Security benefits statement or copies of bank statements from three months 
prior that indicate direct deposit of a Social Security check 

 If the documents listed above are not available, hospital staff may request an individual to 
attest to his or her income 

Asset documentation includes: 

 A statement from a bank or other applicable financial institution 

 An attestation from the individual 

The Maryland Hospital Association (MHA) voluntary guidelines for financial assistance state that 
“financial assistance will be provided to individuals and families who properly document 
eligibility.” The guidelines do not provide specific documents. 

Community Catalyst, a patient advocacy organization, recommends that documentation 
requirements not create a barrier to free care. Community Catalyst states that hospitals should 
accept an affidavit from the patient if no other documentation is available. 
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Taking these policies and the deliberations of the Work Group into account, the following 
provisions regarding Miscellaneous Policies and Reporting Requirements are recommended: 

Recommendations on Miscellaneous Policies and Reporting Requirements 
1. Hospitals may require from patients or their guarantors only those documents required to validate 

information provided on the Maryland State Uniform Financial Assistance Application. The 
documentation requirements do not apply to patients who are presumptively eligible. 

2. All financial assistance and credit and collections policies must be reviewed and approved 
by the hospital’s board of directors every 3 years.  Any policy changes shall not be effective 
without Board approval. 

3. The workgroup encourages refinement to, and the proliferation of, One-E-App on a 
statewide basis. 

4. The report currently required to be submitted to the HSCRC within 30 days of a  hospital’s 
fiscal year end under COMAR10.37.10.26 shall include: 

• Name(s) of any collection agent(s) used; 

• Hospital processes and policies for assigning a debt to a collection agent and for 
compensating such collection agent for services rendered; 

i. The number of liens placed; 

ii. The number of extended payment plans exceeding 5 years established with 
patients during the year; 

iii. The documentation requirements utilized by the hospital for individuals to 
qualify for financial assistance; and 

iv. Whether the Board of Directors of the hospital receives a report on: 

1. The number of accounts reported to credit reporting agencies; 

2. The number of accounts where wage garnishment was imposed; 

3. The number of accounts where a lien was placed on a patient’s 
primary residence or motor vehicle; and 

4. The number of accounts where legal action was taken.  

 
Changes to Handling Charity Care in the Uncompensated Care Provision 

 

Chapters 310 and 311 require the Commission to study and make recommendations on incentives 
for hospitals to provide free and reduced-cost care to patients without the means to pay their 
hospital bills and to report to the Governor and the General Assembly on or before October 1. 2009. 

The Commission’s uncompensated care methodology currently does not distinguish between bad 
debt and charity care.  As a result, the Commission has found some inconsistency in reporting bad 
debt and charity care.  The Commission has worked with hospital representatives in refining an 
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alternative methodology that would reward those providing a greater proportion of charity care.  
The proposal detailed below was presented to the Commission as a draft recommendation during 
the Commission meeting held on September 2, 2009.  Staff intends to present a final 
recommendation on October 14, 2009. 

The existing uncompensated care methodology is used to determine the amount of bad debt that 
should be included in hospital rates through a mark-up on hospital rates.  At the core of the policy is 
a regression equation that is used to determine the expected level of uncompensated care for each 
hospital based on the mix of patients at the hospital.  The methodology also factors in the actual 
uncompensated care provided at the hospital during the past three years. 

 

Recommendation on Handling Charity Care in the Uncompensated Care Policy 
The Commission recommends continuing the current methodology but to adjust the amount of 
charity care by a reasonable percentage (examples have used 20%).  The value of charity care in the 
policy, therefore, will be inflated by 20%, for example.  The total amount of uncompensated care 
would then be neutralized so it would be revenue neutral to the system. Those hospitals with a 
greater proportion of charity care would obtain a higher uncompensated care policy result, thereby 
allowing for an increase in their rates to cover those costs. The draft recommendation and modeling 
using existing charity care data to calculate a result using a 20% charity care incentive can be found 
in Appendix VII.  
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V. Summary of Findings and Recommendations 

Findings and Observations 

After reviewing financial assistance and collection policies in Maryland and other states as well as 
stakeholders’ guidelines, it is clear that there is some need to create standards of best practice.    
However, these standards should not preclude some degree of flexibility.   Maryland hospitals have 
demonstrated an ability and willingness on many occasions to go beyond the standards of their own 
policies to provide financial assistance and payment plans to uninsured and underinsured patients.  
Generally, hospitals recognize the costs in time and money to attempt to collect the full amount 
from patients who are unable to pay their bills.  Studies have shown that reduced cost care policies 
and payment plans can yield higher recoveries than instituting judgments and liens.  Further, 
prudent efforts to gather information from patients in an appropriate manner can also qualify 
patients for Medicaid or other public program, providing full coverage for patients without the 
means to pay their bills. 

The culmination of Work Group deliberations and the results of the Commission’s February 2009 
review have revealed that voluntary policies of Maryland hospitals, as well as requirements set forth 
in state law and regulation, have placed Maryland among the most progressive states in financial 
assistance and debt collection.  Still, HSCRC surveys and the February 2009 review illustrate that 
variation exists in policies and procedures, and instances do occur where patients can “fall through 
the cracks.”  The HSCRC believes that is it not the intent of hospitals, in any way, to cause financial 
or emotional hardship for individuals who are infirm or indigent and who could quality (under a 
reasonable set of industry-wide criteria) for financial assistance and charity care. Reasonable best 
practice standards as proposed in this report can benefit hospitals and patients alike. 

The HSCRC staff believes that the recommendations of this report meet the delicate balance of 
protecting uninsured and underinsured patients from being saddled with hospital bills that are 
beyond their means to pay while at the same time allowing flexibility for hospitals to continue to 
provide further assistance to patients as they have done in the past.  As such, we believe the 
recommendations best reflect the interests of the broader public (both stakeholders and Maryland 
citizens). 

The HSCRC and the staff would like to thank the participants in the Work Group discussions for 
addressing many pertinent issues in a short period time.  All parties provided informed input which 
helped to shape these recommendations.   

 

Recommendations 

The recommendations below are divided into five sections: financial assistance policies, collection 
policies, miscellaneous policies, reporting requirements, and specialty hospitals. They represent the 
recommendations of the HSCRC based on the discussions of the Work Group on each of the 
identified issues.  Also included are the comments of representatives of the work group on various 
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recommendations.  Comment letters from Work Group members can be found in Appendix VIII.  
Some recommendations, as indicates, require legislative changes, while others may be 
accomplished through a regulatory or policy change.   

The following guiding principles were used by the HSCRC and the Workgroup as criteria/rationales 
in arriving at these recommendations: 

 Maryland hospitals support access to medically necessary care for all patients, regardless of 
financial means. 

 Maryland’s unique rate-setting system provides hospitals with protection for the provision of 
virtually all uncompensated care. 

 Financial Assistance (charity care) is more appropriate than bad debt (and its associated 
collections processes) for patients who cannot afford their hospital bills. While the financial 
impact of write-offs on hospitals currently is the same, financial assistance is less stressful 
on patients and it avoids administrative procedures that can ultimately prove unfruitful.   

 Some level of uniformity in financial assistance and collection policies is appropriate to 
create a statewide floor. 

 Some measure of flexibility in these policies is necessary to reflect varying socioeconomic 
differences in the hospitals’ service areas and patient mix. 

 The potential impact on a hospital’s financial condition must be considered. 

 Fairness to patients, purchasers, and payers of hospital care is the objective. 

 The administrative burden associated with the policies must be manageable (for hospitals, 
patients, HSCRC, and other parties). 

 Maryland has been among the most progressive states in adopting laws, regulations, and 
voluntary guidelines relating to hospital financial assistance and collection policies.  
Maryland should continue to innovate in this area. 

 Accountability on the part of the hospital in balancing the needs of patients with hospital 
financial factors, as well as on the part of patients to provide adequate documentation in a 
timely manner is required. 

I.  Financial Assistance Policies 

A. Free Care 

1. Free care shall be available to uninsured patients who otherwise are not eligible for public 
insurance with gross household income up to at least 200 percent of the federal poverty level 
[This would require a change in regulation].   

• Household is defined as the patient, the patient's spouse living in the household, and all 
of the patient's dependents who live in the patient's home. If the patient is under the age 
of 18, the family shall include the patient, the patient's natural or adoptive parent(s), 
anyone claiming the patient as a dependent, and the parent's other dependents who live 
in the patient's home.  
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• Gross Household income is defined as a household's total income from all sources, 
including, without limitation, gross wages, salaries, dividends, interest, Social Security 
benefits, workers compensation, regular support from family members not living in the 
household, government pensions, private pensions, insurance and annuity payments, 
income from rents, family-owned business interests, royalties, estates, trust funds, child 
support, and alimony. 

2. Hospitals can request a lower standard (no lower than 150 percent of the FPL), but must 
demonstrate to the HSCRC that a standard of 200 percent of FPL would yield undue 
financial hardship to the hospital [This would require a regulatory change]. 

 
3. If a hospital has collected more than $25 from a patient (or the patient’s guarantor) who, 

within a 2-year period after the date of service, was found to be eligible for free care on the 
date of service, the hospital must refund to the patient (or the patient’s guarantor) the 
amount collected above $25 [This would require a legislative change].  Likewise, if a 
judgment or adverse credit report has been entered on a patient who was later found to be 
eligible for free care on the date of service, the judgment or adverse credit report shall be 
vacated and stricken.   

• This policy excludes patients with a means-tested government health care plan that 
requires the patient to pay out-of-pocket for selected healthcare services. 

• This policy is predicated on the patient complying with his/her responsibilities under 
Section I.G. of these recommendations. 

• The 2-year period under this policy may be reduced to no less than 30 days after the 
hospital requests relevant information from the patient in order to make a 
determination of eligibility for financial assistance, if documentation exists of the 
patient’s (or the guarantor’s) unwillingness or refusal to provide documentation, or 
the patient is otherwise uncooperative regarding his/her patient responsibilities. 

 

 

 

 

 

 

 

B. Presumptive Eligibility for Free Care 

1. Unless otherwise eligible for Medicaid or CHIP, patients who are beneficiaries/recipients of 
the following means-tested social services programs are deemed eligible for free care, 

Comments of Hospital Representatives:  200% threshold (#1) is too high for an industry-wide 
standard.  Current law is 150% of FPL. The Standard should be 150%, and HSCRC should 
consider higher standard on a hospital-by-hospital basis.  200% is inconsistent with current 
language and intent of Maryland law. 

Comments of Hospital Representatives: The period to determine eligibility for which a refund 
may apply (#3) is too long – The Medicaid period is 90 days. Since Medicaid has determined 
that 90 days is an appropriate period of time for eligibility, it should apply to refunds as well. 

Comments of Legal Aid:  The period to determine eligibility for which a refund may apply (#3) 
is too short – Maryland contractual statute of limitations is 3 years. 
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provided that the patient submits proof of enrollment within 30 days unless the patient or the 
patient’s representative requests an additional 30 days [these recommendations could be 
accomplished through a regulatory change]: 

• Households with children in the free or reduced lunch program 

• Supplemental Nutritional Assistance Program (SNAP) 

• Low-income household energy assistance program 

• Primary Adult Care Program (PAC) (until such time as inpatient benefits are added to 
the PAC benefit package) 

• Women, Infants & Children (WIC) 

 

2. The HSCRC may specify through regulation that patients who are beneficiaries/recipients of 
additional means-tested social services programs are eligible for free care as appropriate 
[regulatory change]. 

3. Hospitals may use additional presumptive eligibility criteria to deem patients eligible for 
free care.  

 

 

. 

C. Reduced Cost Care for Medically Necessary Services 

1. Discounts shall be available to uninsured patients with household income up to at least 300 
percent of the FPL [regulation change]. 

2. Hospitals can request a lower standard for reduced cost care, but must demonstrate to the 
HSCRC that a standard of 300 percent of FPL would yield undue financial hardship to the 
hospital [regulation change]. 

3. The maximum patient payment for reduced-cost care shall not exceed the charges minus 
hospital’s aggregate markup [regulation change]. 

D. Medical Hardship (Medical Indigence) 

1.  Medical debt for out-of-pocket expenses (excluding copays, deductibles, and coinsurance) 
for uninsured or underinsured patients (incurred over a 12-month period) cannot exceed 
25% of household income [legislative change].  For example, if one or more patients in a 
household earning $60,000 per year receive hospital bills in the amount of  $40,000, the 
maximum out-of-pocket medical debt for non-covered medically necessary services is 
$15,000, less any applicable copays, deductibles, and coinsurance (25 percent of $60,000), 

Comments from Legal Aid Bureau:  Time period for submission of documentation of proof of 
enrollment in an eligible program should be flexible to account for circumstances when patients 
cannot readily access such documentation. 
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and $25,000 must be written-off as charity care. Any payment plan for the patients in this 
household would be premised on the $15,000 in household out-of-pocket debt.  To be 
eligible to have this maximum amount applied to subsequent charges, the patients shall 
inform the hospital in subsequent admissions or outpatient encounters that one or more 
members of the household has previously received health care services from that hospital 
and was determined to be entitled to the discount. 

• Medical debt includes all medical costs (excluding copays, deductibles, and coinsurance) 
for which the hospital billing office is responsible to bill.  Therefore, if a hospital does 
not bill for physician services, physician costs may be excluded by the hospital when 
calculating the medical debt.   

• Hospitals may adopt policies to exclude a patient from the application of the medical 
hardship policy when the patient has income that exceeds 500% of FPL. 

• For patients whose household income falls in the income range between 200% and 300% 
of FPL, if the medical hardship policy would result in a more patient-friendly reduction 
than the reduced cost policy (found above), the medical hardship policy would apply.  

• When distributing amounts collected from patients under this section between the 
hospital and physician(s) (for medical costs that the hospital billing office is responsible 
for billing), the hospital shall not distribute to the physician an amount greater than: 

o For an insured patient, the amount paid by the patient’s insurer; or 

o For an uninsured patient, what would otherwise be paid to the physician under 
the Medicare fee schedule for the services provided.     

 

 

 

E. Assets 

1. A hospital may, in its discretion, consider household monetary assets in determining 
eligibility for financial assistance in addition to the income-based criteria, or it may choose 
to use only income-based criteria [regulation change]. If a hospital chooses to utilize an asset 
test, that test must adhere to the following bulleted items: 

• “Monetary assets” are those assets that are convertible to cash excluding $150,000 in a 
primary residence, and retirement assets, which are defined to be those assets (such as a 
401K) where the IRS has granted preferential tax treatment as a retirement account 
including, but not limited to, deferred-compensation plans qualified under the Internal 
Revenue Code, or nonqualified deferred-compensation plans. 

• Comments from Hospital Representatives:  Because of many variables (size of bill 
related to income, ability to pay, median income for service area, ongoing medical 
expenses, family size, etc.), it is inappropriate to establish one standard, but all 
hospitals should be required to develop a policy for medical hardship. 
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• A principal residence may be considered in making a financial assistance determination 
after first excluding a “safe harbor” equity in the home in the amount of $150,000. 

• At a minimum, the first $10,000 of monetary assets may not be considered when 
determining eligibility for free or reduced cost care. 

 

 

 

 

 

 

 

 

F. Documentation Requirements 

1. Hospitals may require from patients or their guarantors only those documents required to 
validate information provided on the Maryland State Uniform Financial Assistance 
Application [regulation]. 

2. The documentation requirements do not apply to patients who are presumptively eligible 
under Section I. B. of these recommendations. 

 

 

 

 

G. Patient Responsibilities 

1. The following patient responsibilities will be added to the HSCRC’s guidelines for the 
Information Sheet [guideline or regulation change]:  

• To receive financial assistance benefits, a patient responsible for paying a hospital 
bill must act reasonably and cooperate in good faith with the hospital by providing 
the hospital and any third party agents with which the hospital has a valid collection 
agreement with all of the reasonably requested financial and other relevant 
information and documentation needed to determine the patient's eligibility under the 
hospital's financial assistance policy.  Hospitals should provide reasonable payment 
plan options to qualified patients within 30 days of a request for such information. 

• A patient responsible for paying a hospital bill shall communicate to the hospital and 
any third party agents with which the hospital has a valid collection agreement any 
material change in the patient's financial situation that may affect the patient's ability 

Comments of Legal Aid Bureau:  A principal residence should be completely excluded 
from asset consideration. 

Comments of Legal Aid Bureau: Only the enumerated assets should be counted. 

Comments of Hospital Representatives: Treating certain types of income differently 
could lead to unintended inequities, e.g., a 60 year old with sufficient retirement 
funds to retire early compared with a an individual with no retirement benefits who 
continues to work. 

 

Comments of Legal Aid Bureau: Documentation requirements (#1) should be further 
limited to specific information during a specified period of time. 
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to abide by the provisions of an agreed upon reasonable payment plan or 
qualification for financial assistance within 10 days of the change. 

• To receive financial assistance, an uninsured patient may be required by the hospital 
first to apply for coverage under public programs (such as Medicare, Medicaid, State 
Children’s Health Insurance Program or other programs) if there is reasonable basis 
to believe that the uninsured patient may be eligible for such program. 

 

 

 

 

H. Patient Education and Outreach 

1. The information sheet and posted notice to patients shall include information on patients’ 
rights to apply for financial assistance and contact information [legislative change].  

2. A hospital must post conspicuous notices of its financial assistance policy in the billing 
office, inpatient and outpatient admitting/registration, and emergency department.  
Current law requires that these postings “describe the financial assistance policy.” This 
shall be interpreted to mean “to notify patients of the availability of financial assistance 
programs” [regulation change]. 

3. The posted notice must be reasonably legible, no smaller than 8.5 by 11 inches,  and in 
languages spoken by any limited English proficient population that constitutes at least 
20% of the a hospital’s service area [regulation change]. 

4. The hospital must provide interpreter services in languages spoken by any limited 
English proficient population that constitutes at least three percent of a hospital’s service 
area population to assist those patients with financial assistance and billing questions 
[regulation change]. 

5. The information sheet shall also be available in languages spoken by any limited English 
proficient population that constitutes at least three percent of a hospital’s service area 
population [guideline or regulation change]. 

 

 

 

 

 

 

Comments of Legal Aid Bureau:  An extension of the 30 day documentation submission 
period should be specifically permitted if “good cause” exists. 

Comments of Legal Aid Bureau: Hospitals should voluntary provide consumers with information 
on what may occur if they do not pursue financial assistance options or do not pay their bills.  

Comments of Hospital Representatives:  Current uniform financial assistance application, 
patient information sheet, reporting regulations, and special audits are sufficient.  
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II. Collection Policies 

1. Upon request, the hospital shall provide the patient with a written estimate of the total 
charges for the hospital services, procedures, or supplies that are reasonably expected to be 
provided and billed to the patient by the hospital [legislative change]. It shall be clearly 
stated that this is an estimate and that actual charges could vary.  The hospital may provide 
this estimate during normal business office hours. This section shall not apply to emergency 
services provided to a patient. 
  

2. A hospital shall provide patients with clear information (including on all bills) on how to 
contact the hospital to inquire or to dispute a bill and shall respond to patients’ inquiries 
within 30 days. The hospital shall make this information available in all of the languages for 
which the hospital provides onsite interpreter services (limited English proficient population 
that constitutes at least 3% of the hospital’s service area) [regulation change]. 

 
3. For an uninsured patient, or for a patient that provides information that he or she may be a 

patient with high medical costs, a hospital or any assignee of the hospital, or other owner of 
the patient debt, including a collection agency, shall not report adverse information to a 
consumer credit reporting agency or commence civil action against the patient for 
nonpayment at any time prior to 120 days after the first initial patient bill (excluding the 
Maryland summary statement) unless documentation exists of the patient’s (or the 
guarantor’s) unwillingness or refusal to pay, or the patient is uncooperative with patient 
responsibilities [law change]. 

• Unless documentation exists of the patient’s (or the guarantor’s) unwillingness or refusal 
to pay or the patient is uncooperative with patient responsibilities, the hospital or the 
hospital’s contracted third party shall continue to work with patients to resolve billing 
issues including entering into payment plans. 

4. Hospitals’ credit and collection policies shall provide detailed procedures for the following 
actions [regulation change]: 

• When a patient debt may be reported to a credit reporting agency (in compliance with #3 
above); 

• When legal action may commence regarding a patient debt (in compliance with #3 
above); 

• When garnishments may be applied to a patient’s or patient guarantor’s income; and 

• When a lien on a patient’s or a patient guarantor’s personal residence or motor vehicle 
may be placed. 

5. If a hospital delegates collection activity to an outside collection agency, it shall do so by 
means of an explicit authorization or contract to do so and shall require that the third party 
agree to abide by the hospital’s credit and collection policies. The hospital shall specify 
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procedures the collection agency will follow if patients appear to qualify for financial 
assistance [law change]. 
 

6. Hospitals shall assure that third party collection agents will provide the patient with an 
opportunity to file a grievance or complaint and will forward all grievances or complaints to 
the hospital regarding the bill or the conduct of the collection agent [law change]. 
 

7. Hospitals and their third party collection agents shall remove relevant patient debt items 
from the patient’s credit report once that debt is paid in full [law change]. 
 

8. There should not be any change to the pre-judgment or post-judgment interest rules or rates. 
 

9. Under current law, it is permissible for a hospital to secure a lien on a principal residence. 
The hospital shall not permit the forced sale or foreclosure of a patient’s primary residence 
in order to collect an outstanding medical debt.  Provided a hospital timely records any lien 
on a principal residence, a hospital shall maintain the right to defend its legal position as a 
secured creditor with respect to other creditors to whom the patient may owe a debt 
[Clarifying change in law]. 

 

 

 

 

 

 

 

III.  Miscellaneous Policies 

1. All financial assistance and credit and collections policies must be reviewed and approved 
by the hospital’s Board of Directors every 3 years [law change].  Any policy changes shall 
not be effective without Board approval. 

2. Hospitals shall offer uninsured patients with income between 200 percent and 500 percent of 
the FPL that request assistance the opportunity to enter into a payment plan for their hospital 
care, and the period of time and monthly payments for this payment plan must be 
reasonable. Any extended payment plans offered by a hospital to assist patients eligible 
under the hospital’s financial assistance policy shall be interest free [regulation change]. 

Comments of Legal Aid Bureau: Hospital Board of Directors should review and approve 
collection policies annually or bi-annually and receive information on liens, garnishments and 
judgments. 

Comments of Legal Aid Bureau: Patient accounts should not be assigned to a collection agency 
until 120 days after the date of service unless the patient has acted in bad faith on more than 
2 occasions in the past. 
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3. Hospitals shall provide a mechanism whereby patients may have hospital decisions 
regarding the granting of financial assistance and the establishment of payment plans 
reconsidered [regulation change]. 

4. The workgroup encourages the refinement and proliferation of One-E-App on a statewide 
basis. 

 

 

 

 

 

 

IV. Reporting Requirements 

The report currently required to be submitted to the HSCRC within 30 days of hospitals’ fiscal year 
end under COMAR10.37.10.26 shall include [regulation change]: 

1. Name(s) of any collection agent(s) used; 
 

2. Hospital processes and policies for assigning a debt to a collection agent and for 
compensating such collection agent for services rendered; 
 

3. The number of liens placed on residences; 
 

4. The number of extended payment plans exceeding 5 years established with patients during 
the year; 
 

5. The documentation requirements utilized by the hospital for individuals to qualify for 
financial assistance; and 
 

6. Whether the Board of Directors of the hospital receives a report on: 
 
• The number of accounts reported to credit reporting agencies; 
• The number of accounts where wage garnishment was imposed; 
• The number of accounts where a lien was placed on a patient’s primary residence or 

motor vehicle; and 
• The number of accounts where legal action was taken.  

 

 

Comments from Hospital Representatives: The request for a payment plan (#2) should be 
documented with a signature from the patient.  Applicants need to be responsible and apply. 

Comments from Legal Aid Bureau:  If documentation and signature are required to request a 
payment plan (#2), the form should be short and simple. 
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V. Special Treatment of Private Psychiatric and Chronic Care Hospitals 

 

1. The recommendations of this report shall apply to Maryland’s Chronic Care Hospitals. 

2. Financial assistance and collection policy recommendations should be deferred for private 
psychiatric hospitals. 

 

VI. Establishing Incentives for Charity Care in the Uncompensated Care Policy 
 

1. The Commission recommends continuing its current uncompensated care methodology but 
adjusting the amount of charity care by a reasonable percentage (examples have used 20%).  
The value of charity care in the policy, therefore, will be inflated by 20%, for example.  The 
total amount of uncompensated care would then be neutralized so it would be revenue 
neutral to the system. Those hospitals with a greater proportion of charity care would obtain 
a higher uncompensated care policy result, thereby allowing for an increase in their rates to 
cover those costs [HSCRC policy change]. 

 

 
 

 

 

 

 
  

 

 

 

 

Comments of Hospital Representatives: Recommendation adds yet another layer of detailed 
reporting that is of questionable need or value. 

Comments of Office of Attorney General, Health and Education Advocacy Unit: Rather than 
reporting to HSCRC on whether Hospital Boards receive a report, each hospital  should report 
on the number of accounts: (1) reported to credit reporting agencies, (2) where garnishments 
were imposed, (3) which liens were placed, and (4) where legal action was taken. 
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MHA/HOSPITAL COMMENTS ON 
HSCRC PATIENT FINANCIAL ASSISTANCE AND  

DEBT COLLECTION WORK GROUP 
DISCUSSION GUIDE  

 
 

I.  Financial Assistance Eligibility Thresholds 
 
MHA Recommendation 1—At a minimum: 
• Individuals with income below 150 percent of FPL are eligible for free care; and 
• Individuals with income above 150 percent of FPL and below 200 percent of FPL are eligible 

for reduced cost care. 
 
Rationale 
• The legislature concluded this was the appropriate standard given today’s environment in 

Maryland. 
 
• Provides equitable access to financial assistance, regardless of a patient’s community or 

where hospital services are accessed.  
 
• Maintenance of effort provision contained in the recently promulgated regulations already 

protects against hospitals walking away from more generous policies. 
 
• State health care coverage expansion is on hold. 
 
• Extent of federal health care reform is uncertain at this juncture. 
 
• Going above 200 percent of FPL would be higher than the median income in certain counties 

in Maryland and would result in a significant percentage of the service area of some hospitals 
being eligible for financial assistance. 

 
• A uniform policy improves the transparency of hospital policies, making it easier for patients 

to understand their rights and responsibilities. 
 

• Maryland hospitals’ mark-up of charges over costs is much lower than other states.
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II. Special Treatment of Certain Categories of Income and Assets 
 
MHA Recommendation 1—All forms of income should be considered assets. 
 
Rationale 
• Treating certain types of income differently could lead to unintended inequities, e.g., a 60 

year old with sufficient retirement funds to retire early and a 60 year old with no retirement 
income who continues to work. 

 
• Other states have not applied special treatment for certain types of income. 
 
• Simplicity. 
 
• Other types of protections/exclusions may be more appropriate (see several of the 

recommendations below). 
 
MHA Recommendation 2—Exclude a patient’s primary residence from being considered an 
asset. 
 
Rationale 
• Prevents dislocation and significant financial burden for patients who have limited means, 

i.e., meet the income and liquid asset tests. 
 

MHA Recommendation 3—Exclude $10,000 of liquid assets (assets that can be readily 
converted to cash).  Assets above $10,000 would be used to pay the patient’s hospital bill. 
 
Rationale 
• Protects those with limited income from having to liquidate $10,000 in assets and protects 

households from small economic shocks. 
 
• Protects against those with substantial assets, but limited income, from avoiding reasonable 

responsibility. 
 
III. Medical Hardship for Medically Indigent Patients 
 
MHA Recommendation 1—Require all hospitals to develop a policy for medical hardship 
financial assistance. 
 
Rationale 
• Places responsibility on each hospital to balance available hospital resources against needs of 

its community and the hospital’s mission. 
 
• Most states have no uniform policy in this area. 
 
• While 27 Maryland hospitals now have a medical hardship policy, all would be required to 

have one.



MHA/HOSPITAL COMMENTS ON HSCRC  Page 3 
PATIENT FINANCIAL ASSISTANCE AND  
DEBT COLLECTION WORK GROUP 
 

- more - 

• Because there are so many variables that go into the equation, it is difficult to establish one 
uniform standard, e.g., size of bill relative to income, ability to pay, median income for the 
hospital’s service area, ongoing medical expenses, family size, etc.  

 
• Allowing hospital flexibility would protect against insurance carriers offering limited benefit 

plans or tailoring benefits in individual markets and/or insurance denial practices to reduce 
their own liability and taking advantage of the predicted benefits offered by hospitals. 

 
 
IV.  Collection Procedures 
 
MHA Recommendation 1—Exclude those patients from collection action and court judgments 
who: 
• Qualify for free care and have completed the uniform hospital financial assistance 

application; 
• Have a completed medical assistance application pending;  
• Are currently a medical assistance recipient (please note: this may need further clarification); 

or  
• Are making timely payments in accordance with an agreed upon payment plan. 
 
Rationale 
• Provides clear guidance for both hospitals and their collection agents. 
 
MHA Recommendation 2—Specify that patients have personal responsibility related to the 
financial aspects of their health care needs, including: 
 
• Cooperate at all times by providing complete and accurate insurance and financial 

information; 
• Provide requested data to complete Medical Assistance applications in a timely manner; 
• Authorize the hospital to verify the employment and credit information provided by the 

patient; and   
• Notify the hospital of any changes in circumstances. 
 
Rationale 
• Helps to ensure payers are not unfairly burdened with bad debt. 
 
MHA Recommendation 3—Do not require hospitals to document reasonable attempts to 
establish other means of payment prior to collection action and prior to seeking court judgment. 
 
Rationale 
• Hospitals already have a strong financial incentive to undertake these efforts. 
 
MHA Recommendation 4—Do not establish a minimum window of time for patient and 
hospital efforts to reconcile payment, prior to collection action.
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Rationale 
• Hospitals utilize a variety of programs that can accurately and fairly identify individuals 

likely to not pay. 
 
• Hospitals should not be required to expend unnecessary resources. 
 
MHA Recommendation 5—Do not prohibit the reporting of non-discretionary medical debt to 
credit agencies. 
 
Rationale 
• Would take away hospital leverage to encourage patients that can pay to pay. 
 
• Would do a disservice to all other potential creditors. 
 
MHA Recommendation 6—Limit post-judgment interest to the current state limit of 10 percent. 
 
Rationale 
• HB 1069 prohibited hospitals from charging interest before a court judgment is obtained. 
 
• Several jurisdictions automatically apply interest post judgment. 
 
• Encourages patients to pay their hospital bill prior to judgment. 
 
• Limits interest charged post-judgment to a reasonable amount. 
 
MHA Recommendation 7—Allow liens to be placed on a patient’s primary residence but 
prohibit execution (forced sale or foreclosure) of the lien until transfer of the property. 
 
Rationale 
• Protects against patient dislocation and significant and disruptive financial burden.  
  
• Consistent with state Medical Assistance policy. 
 
MHA Recommendation 8—Protect individuals from liens, garnishment, and attachments who: 
• Qualify for free care and have completed the uniform hospital financial assistance 

application; 
• Have a completed Medical Assistance application pending;  
• Are currently a Medical Assistance recipient; or  
• Are making timely payments in accordance with an agreed upon payment plan. 
 
Rationale 
• Provides clear guidance for both hospitals and their collection agents.
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V. Patient Education and Outreach on Availability of Financial Assistance  
 
MHA Recommendation 1—No changes to existing requirements for patient education and 
outreach. 
 
Rationale 
• Hospitals are currently required to post notices throughout the hospital. 
 
• Hospitals are currently required to provide each patient with an information sheet on 

financial assistance before discharge, with the hospital bill, and on request.  
 
• Hospitals currently devote extensive resources to assist patients in qualifying for Medical 

Assistance. 
 
• Patient financial assistance information sheet currently must be provided in Spanish. 
 
• Hospitals just recently made significant changes to meet the June 1 deadline of HB 1069. 
 
MHA Recommendation 2—Implement “One-E-App” statewide. 
 
Rationale 
• Would facilitate qualifying eligible patients for current government programs. 
 
• Would significantly reduce administrative costs. 
 
 
VI. Special Treatment of Private Psychiatric and Chronic Care Hospitals 
 
MHA Recommendation 1—In addition to the requirements for qualification for financial 
assistance at acute care hospitals, to qualify for financial assistance for care provided in a chronic 
hospital the patient’s medical condition required a chronic hospital level of care on admission 
and throughout the stay. 
 
Rationale 
• Chronic hospital patients have significantly longer lengths of stay than acute care patients 

typically resulting in large bills. 
 
• Chronic hospitals are currently experiencing discharge issues with patients the state has 

declassified as needing a chronic level of care. 
 
MHA Recommendation 2—Limit the exclusion of liquid assets to $2,500. 
 
Rationale 
• Chronic hospital patients have significantly longer lengths of stay than acute care patients 

typically resulting in large bills.
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MHA Recommendation 3—No separate rules for private psychiatric hospitals unless the state 
reduces or eliminates state psychiatric hospital capacity or the Purchase of Care program. 
 
 Rationale 
• Private psychiatric hospitals do not have the same amount of uncompensated care built into 

their rates. 
 
• If the state changes the role it plays in providing inpatient psychiatric care to the uninsured, 

the amount of uncompensated care required to be provided by private psychiatric hospitals 
would increase significantly. 
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