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The Growing Charity Challenge: 

Form 990 and Health Reform
� According to various sources, 20 to 30 percent of a provider’s bad debt 

is from guarantors who would qualify for charity, but slipped through 
the cracks in the process (intentionally or unintentionally)

� A large number of patients meriting financial assistance fail to 
participate in financial counseling and their accounts are instead 
allocated to bad debt and sent to collections

� Form 990:  The IRS Tax Form for tax-exempt organizations has a 
question in Schedule H dedicated to understanding the size and trends 
of missed charity

� Recent healthcare reform is adding emphasis to the issue by increasing 
financial counseling expectations prior to placing accounts for 
“extraordinary collections” 

� Working harder is not going to be sufficient to overcome the missed 
charity issue
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The Growing Charity Challenge: 

Form 990 and Health Reform (Continued)

� More Concerns
� Last year, Senate Finance Committee Chairman Max Baucus, D-Montana and 

Senator Charles Grassley, R-Iowa, both expressed concern over reported 
charity levels

� Rumblings in Washington, DC:  Meet 5% or be scrutinized

� These concerns, among others are “forcing” hospitals to reassess their charity 
care programs

� Continued pressure to bend the cost curve within the healthcare system and 
specifically within the revenue cycle

� Is your charity policy non-discriminatory and defensible, and consistent??

Form 990  - - Schedule H

Tax Exempt Hospitals (only)

Did the organization report bad debt expense in accordance with Healthcare 
Financial Management
Association Statement No. 15?
Enter the amount of the organization's bad debt expense (at cost)

Enter the estimated amount of the organization's bad debt expense (at cost) 
attributable to patients eligible under the organization's financial assistance policy

Provide in Part VI the text of the footnote to the organization's financial statements 
that describes bad debt
expense. In addition, describe the costing methodology used in determining the 
amounts reported on lines
2 and 3, and rationale for including a portion of bad debt amounts as community 
benefit.

Page 2 Question on form 990 – same place you submit unreimbursed cost of 
Medicare – it also does not count on page 1 as community benefit or in the ratios 
etc. etc. ---- it’s a “put up – or shut up” type question from the IRS
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The Cost to Process Charity
� On average it takes over 30 minutes to review, document/approve/deny 

a charity application

� Charity “processing” is very costly, very labor intensive, no measurable 
return to the bottom line in terms of increasing net revenue

� Average number of touches to approve a charity application:  3

� Manual information captured from patients results in SUBJECTIVE 
QUALIFICATION

� Is your charity policy non-discriminatory and defensible, and 
consistent??
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The Cost of Missed Charity
� Accounts flow through the patient account cycle

� Accounts get statements – which means postage and stationary –Wasted $$

� Collection Teams spend time calling and attempting to contact those that 
can’t pay and have no means to pay – More Wasted $$

� Accounts may move on to a letter series, ie:    CCI – More Wasted $$

� Accounts flow to bad debt & collection agency must notify patient of debt 
and send statements and letters, increasing their cost-to-collect, which they 
pass on to healthcare organization in terms of higher collection rates / 
contingency fees
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Texas Health Resources Collection 

Cycle (original)
                                                 
Central Business Office 
Uninsured & Patient Responsibility 
AR Cycle – FC: S  (Un-insured from Prime Bill Date)  
AR Cycle – FC: P,Q  (Patient Due after Insurance from FC Change Date) 
Total Ontario Dialer Phone Attempts:  5 (every other week during Dialer campaign) 
 
 
 
 
                                                                                    [ -------------------------------------------------------------    ONTARIO DIALER* ------------------- -----------------------------------------] 
 
 
[ --------------------Siemen’s Statements------------------] 
                                                                                                                                         [ -----------------------  CCI Letters ---------------------------------]                    agency#1 

|---|----------|------|-|-----------|\--------\--------\------|------------   agency#2                                                                                                       agency#3 
 
 
             Day                              Day              Day       Day                              Day                                                                                 Day                                      Day 

0   2           20     26 27         51         65         79    93             100 
                                                           {------------------------ 42 days -----------------------} 
    mailer1                      mailer1 Dialer    mailer2                      xfr to CCI                                                               Return from CCI,         Xfr to BD Fridays 
       Due date                      Due       Starts    Due date                    CCI                          CCI                    CCI              on Sunday 
       Stmt Date (+18)         Date                    PAST DUE                letter #1                   letter #2             letter #3       
                                                                                                           (H112)                     (H312)               (H712)           
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Texas Health Resources Collection 

Cycle (Cont.)

                                              
Central Business Office 
Uninsured & Patient Responsibility 
BD Cycle – FC: S  (Un-insured from Prime Bill Date)  
BD Cycle – FC: P,Q  (Patient Due after Insurance from FC Change Date) 

 
 
               Collection Efforts Exhausted 
 [ -----------------   Primary Agency* -----------]   [ ----------------- Second Placement Agency*  ---------------------- ] [ ----------------- Credit Bureau Monitoring (Holdi ng) Company  ------------►-► 
  
 
                  270 days       250 days   .    monitoring through remainder of credit                        reporting days (no additional collection effort)  

---|---|------------|---------------------------|---------------------------►-►                                                                                                     
   Day              Day                                     Day                                                                                          Day 

100* 130*  370*          620*       
Primary         Credit Bureau           Primary close and return                                            Secondary Agency Close and Return:  collection efforts exhausted                                         
Placement*   Bureau reporting     Primay removes from Credit Bureau Secondary removes from Credit Bureau 

        by primary                Secondary Agency Placement       THR reports to holding company:  reported to credit bureau  
                  agency   Secondary reports to Credit Bureau   Medicare worthless/ uncollectable accounts logged for cost report 
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Texas Health Resources Collection 

Cycle (Revised)
                                                 
Central Business Office 
Uninsured & Patient Responsibility 
AR Cycle – FC: S  (Un-insured from Prime Bill Date)  
AR Cycle – FC: P,Q  (Patient Due after Insurance from FC Change Date) 
Total Ontario Dialer Phone Attempts:  5 (every other week during Dialer campaign) 
 
 
 
 
                                                                                    [ -------------------------------------------------------------    ONTARIO DIALER* ------------------- -----------------------------------------] 
 
 
[ --------------------Siemen’s Statements------------------] 
                                                                                                                                         [ -----------------------  CCI Letters ---------------------------------]                    agency#1 

|---|----------|------|-|-----------|\--------\--------\------|------------   agency#2                                                                                                       agency#3 
 
 
             Day                              Day              Day       Day                              Day                                                                                 Day                                      Day 

0   2           20     26 27         51         65         79    93             100 
                                                           {------------------------ 42 days -----------------------} 
    mailer1                      mailer1 Dialer    mailer2                      xfr to CCI                                                               Return from CCI,         Xfr to BD Fridays 
       Due date                      Due       Starts    Due date                    CCI                          CCI                    CCI              on Sunday 
       Stmt Date (+18)         Date                    PAST DUE                letter #1                   letter #2             letter #3       
                                                                                                           (H112)                     (H312)               (H712)           
 

Send batch 
file day 4

Day 24 Auto 
CH W/O
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Presumptive Charity Analytics
� Presumptive Charity Analytics, coupled with policy changes, 

are the leading approach to addressing both day-to-day operational 
issues of missed charity and form 990 disclosures

� Any hospitals currently using any “presumptive charity” 
determinations?

� Presumptive charity analytics are models build for poverty 
classification using publicly available information

� THR is using predictive analytics to evaluate accounts that fail to 
document charity assistance through the standard financial 
counseling or charity application process
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Form 990
� The presumptive charity approach provides a clear pathway for Form 

990 submissions (Page 2 of Schedule H)

� The estimated amount of missed charity ending up in bad debt is 
reduced, many hospitals that are using presumptive charity analytics are 
now reporting zero on schedule H  (see legal council from your own 
entity)

� The hospital is now able to provide a more accurate view of the actual 
community benefit provided

� The HC organization is communicating a comprehensive and proactive
effort to identify and aid the needy/indigent patients – in line with 
passed federal health reform legislation and a positive message on Form 
990 submissions and any other community benefit reports
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Hospital Charity Policies
� Hospital charity policies may have to be tweaked to explicitly state that 

presumptive charity can be conferred/determined based on third-party 
analytics

� Some hospitals are apprising their internal and external auditors of the 
decision to implement presumptive analytics – any auditor or 
tax/compliance input should be incorporated into the charity processes 
and policies
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THR Charity Policy Changes
� A patient who is unable to pay his or her Hospital Bill is 

encouraged to apply for charity care by completing a charity 
application. 

� It is the responsibility of the patient to actively participate in the 
hospital’s financial assistance screening process and to provide 
requested information on a timely basis, including without 
limitations providing the hospital with information concerning 
actual or potentially available health benefits coverage (including 
available COBRA coverage, financial status (i.e. income, assets) 
and any other information that is necessary for Texas Health to 
make a determination regarding the patient’s financial and insured 
status. 

� In certain situations, Texas Health may be able to determine from financial and 
other information provided by independent third party vendors, that a patient 
qualifies for charity care even though a charity application has not been completed.
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Review of How the process Works
� All patients get a statement – all patients get a billed, nobody gets an “auto 

write-off ” without getting a statement

� After first statement (day 2) a batch file is sent to vendor (day 4) of all 
ER/Uninsured Accounts – approximately 12,000 accounts per month

� Next day turn-around from vendor with approximately 20 data elements, 
including credit score, propensity to pay score, family size, estimated family 
income, and estimated FPL score.

� Patients that meet THR’s charity policy guidelines are automatically written-off 
to charity (new charity code established) – Day 24 (right before second 
statement is generated --- saving all downstream collection expenses)
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Review of How the process Works 

(cont.)
� The data elements used for the charity determination are auto-populated in 

Siemens via a 28 record (staff can see the 28 records)

� RPM program looks at 28 records and those that qualify for charity based on 
THR’s Charity Policy are automatically written off to charity

� A Charity Determination form is automatically created – RPMs generates the 
first party letter out of Siemens

� The Charity Determination form is automatically sent to Siemens Document 
Imaging
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$16,286,892

$19,744,031 $20,510,003

$9,989,049
$12,130,277

$14,682,348
$12,917,799 $12,871,416

$9,095,827

$14,610,334

$12,766,611
$12,667,955 $11,777,080

$3,000,000

$8,000,000

$13,000,000

$18,000,000

$23,000,000

$28,000,000

$33,000,000

1/31/2010            
($16,286,892)

6/30/2010            
($19,744,030)

2010 Avg / Mo      
($20,510,003)

2/28/2011              
($19,084,875)

3/31/2011              
($26,740,610)

4/30/2011              
($27,448,960)

5/31/2011          
($25,585,753.08)

6/30/2011          
($24,648,495.45)

Exclude 1169 MTD 1169 Only MTD

30.43% inc in Mar CH w/o over 2010 avg per month  --
54% of total CH is coming from Search AM / Experian

THR Consolidated Charity Adjustments by Month
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Siemens Custom Letters

� Using Siemens Custom Letters a Charity Determination Form can be 
generated

� Data is Captured from the Analytics Company
� Data is uploaded into Siemens Patient Accounting
� Data is plugged into the custom form:  Charity Determination Form
� Charity Determination Form is automatically stored in Siemens 

Document Imaging
� Created special file folder for these forms for easy retrieval
� Form can be retrieved for audit purposes, internal, external, state 

audits, etc.
� The form demonstrates why the charity write-off was approved – it 

shows the information that we had at that time
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Charity Determination Form
Arlington Memorial Hospital 500 E Border Street # 130
Harris Methodist Hospitals Arlington, Texas 76010
Presbyterian Hospitals 682-236-3000 / 800-890-6034

John Wayne
4613 Regency Lane / Tyler, MD 60048

Patient Name: John Wayne
Patient Birth Date:          10/04/1938
Patient Age:                    073
Date of Service: 12/18/2010
Hospital Visited:              Texas Health Resources - THD
Account Number:  0400326992
Attending Physician:         Sellers, Bradley
Total Charge Amount: $ 19,395.00
Hospital Service: EMR
Account Type:                  0

Guarantor Employer:      _________
Insurance Statue: Uninsured
Charity Determination Factors / Charity Policy Revi ew
Federal Poverty Level Score:       163
Payment Advisor Score:                 439.0
Estimated Annual Income $11,200
Payment Advisor Propensity to pay:           L
Family Size: 4
Charity Adjustment:                                $11,637.00

Based on the above indicators and the THR Charity Policy, the above patient qualifies for Charity.

Charity Determination Date: 01/25/2011

04003200992    01/25/2011
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ER / Self-Pay Collections – Baseline Report

2009 CHARGES PMNTS % 2010 CHARGES PMNTS % 2011 CHARGES PMNTS %

JAN $20,740,738 -$272,241 1.31% JAN $32,725,850 -$404,237 1.24% JAN $42,168,781 -$560,828 1.33%

FEB $19,028,892 -$243,292 1.28% FEB $29,386,098 -$357,795 1.22% FEB $41,919,160 -$539,659 1.29%

MAR $22,256,965 -$312,682 1.40% MAR $34,777,537 -$422,290 1.21% MAR $46,133,519 -$531,434 1.15%

APR $22,206,890 -$248,332 1.12% APR $32,259,748 -$397,243 1.23% APR $42,675,889 -$471,247 1.10%

MAY $24,069,784 -$205,909 0.86% MAY $33,509,492 -$375,252 1.12% MAY $45,833,044 -$511,613 1.12%

JUN $25,886,377 -$309,957 1.20% JUN $35,459,828 -$456,743 1.29% JUN $44,316,508 -$585,756 1.32%

JUL $27,612,444 -$337,825 1.22% JUL $31,991,066 -$495,625 1.55% JUL $49,127,932 -$621,945 1.27%

AUG $25,279,780 -$361,696 1.43% AUG $41,131,621 -$458,212 1.11% AUG $50,818,982 -$614,972 1.21%

SEP $24,607,004 -$394,181 1.60% SEP $39,615,427 -$419,505 1.06% SEP $51,695,211 -$655,770 1.27%

OCT $23,980,563 -$366,591 1.53% OCT $41,707,942 -$491,263 1.18% OCT $51,022,728 -$466,558 0.91%

NOV $29,596,943 -$427,975 1.45% NOV $39,990,502 -$468,439 1.17% NOV $0 $0 #DIV/0!

DEC $30,118,340 -$345,517 1.15% DEC $39,202,091 -$482,734 1.23% DEC $0 $0 #DIV/0!

Tot $295,384,721 -$3,826,197 1.30% Tot $431,757,203 -$5,229,338 1.21% Tot $465,711,754 -$5,559,783 1.19%

*@1.21% -$5,588,400

-$28,617
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THR Consolidated Bad Debt & Charity 

Write-offs (2011,YTD – Actual to Budget)
Consolidated

Bad Debt ActualBad Debt ActualBad Debt ActualBad Debt Actual 203,793,344

Bad Debt BudgetBad Debt BudgetBad Debt BudgetBad Debt Budget 310,756,576

Variance - Favorable (Unfavorable) 106,963,232 106,963,232 106,963,232 106,963,232 (Favorable)(Favorable)(Favorable)(Favorable)

Charity WriteCharity WriteCharity WriteCharity Write----offs offs offs offs ActualActualActualActual 240,370,693

Charity BudgetCharity BudgetCharity BudgetCharity Budget 191,650,986

Variance - Favorable (Unfavorable) (48,719,707)(48,719,707)(48,719,707)(48,719,707) (Unfavorable)(Unfavorable)(Unfavorable)(Unfavorable)

Uninsured Discounts ActualUninsured Discounts ActualUninsured Discounts ActualUninsured Discounts Actual 314,931,121

Uninsured BudgetUninsured BudgetUninsured BudgetUninsured Budget 282,913,797

Variance - Favorable (Unfavorable) (32,017,324)(32,017,324)(32,017,324)(32,017,324) (Unfavorable)(Unfavorable)(Unfavorable)(Unfavorable)

Combined ActualCombined ActualCombined ActualCombined Actual 759,095,158

Combined BudgetCombined BudgetCombined BudgetCombined Budget 785,321,359

Variance - Favorable (Unfavorable) 26,226,201 26,226,201 26,226,201 26,226,201 (Favorable)(Favorable)(Favorable)(Favorable)
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The ROI / Cost Savings
� Reduced Collection Expense:

o $400,000 per year on reduced postage and stationary and CCI Letters ($4.0 million over 10 year)

o 12,000 accounts sent monthly – 52% qualify (6240 x $5.50 = $34,320 per mo) = $412k per year = 
$4.2 million over 10 years

� Increase in Collector Productivity:
o The very first full month after implementation, the self-pay collection team had the highest collection 

month in the history of THR – Staff is focused on those accounts that should pay and have the ability to 
pay

o Worklists/dialer pools are now being created based on collectability/scores

� Staff Reductions / Re-Deployments:  
o Reduced department by 4 FTEs -- $120k per year ($1.2 million over 10 years).

� We’re delivering a high quality patient experience while collecting more cash, and at a significantly lower 
cost  --- THR’s CTC is now .9%
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Conclusion & Next Step
� The presumptive charity approach provides a clear pathway for Form 990 submissions

� The estimated amount of missed charity ending up in bad debt is reduced, many hospitals that are 
using presumptive charity analytics are now reporting zero on schedule H  (see legal council from 
your own entity)

� The hospital is now able to provide a more accurate view of the actual community benefit provided 
& provide a positive message on form 990

� Adopting a presumptive charity analytic, embedded in the Siemens patient accounting system, is a 
straight-forward, cost-effective solution to a problem of significant public concern

� The continuing increase in self-pay revenue make it clear that a smarter approach to self-pay 
collections and charity determinations are needed – using Data Analytics is one such solution.  We 
have to be more strategic in how we approach self-pay collections.
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Conclusion & Next Step (Continued)
� The Data Analytic tool is being installed at registration (web-based) to be used 

on a case-by-case basis for up-front and financial counseling decisions ---
currently only used in batch process format after first statement

� Eventually the plan is to replace the back-end batch process and go to an 
entirely real-time process at registration
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Siemens – Tools Used

• Siemens Contract Manager used to take the self pay discount 
at time of billing.

• Siemens ad-hoc report to create file to send to vendor on 
uninsured ER patients.

• Siemens 28 records used to store values to report off 
of/automation

• Siemens RPM line used to take Charity adjustment

• Siemens RPM line used to request charity form (FPL)

• Siemens Custom Letters used to create form

• Siemens Document Imaging used to store the form
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$27,242,537

$28,361,094
$28,817,923

$29,381,886

$31,867,341

$31,094,502

$30,144,845

$27,481,912

$26,863,405

$25,566,000

$20,000,000

$22,000,000

$24,000,000

$26,000,000

$28,000,000

$30,000,000

$32,000,000

$34,000,000

2003 2004 2005 2006 2007 2008 2009 2010 2011 
Forecast

2012 Budget

Total THR Collection Expenses -- Reduced to 2001 Spending Levels

Total Actual THR 
Collection Expenses

Poly. (Total Actual THR 
Collection Expenses)

4.1% increases 4.0% decreases

$35,672,649  ( 
at 4.17% 
increases)

Had 2003 -
2007 Trend 
Continued 
4.1% slope
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Thank you for attending ---
� Questions?

� HFMA Lone Star Chapter Presentation

� Contact Information

� James Logsdon

� JamesLogsdon@TexasHealth.org

� 682-236-3013


