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TOPIC 
The Credit & Collection / Bad Debt policy for ECHN - Manchester Memorial and Rockville General Hospitals Patient 
Financial Services.   
 
PURPOSE 
To ensure that collection efforts are administered for self-pay deductibles co-pays, co-insurances, and other outstanding 
patient due balances.  ECHN will extend collection efforts which are reasonable and compliant with state and federal 
guidelines on the pursuit of patient due balances and referral to a collection agency.  
 
POLICY 
ECHN is committed to assuring that bad debt write-off will take place only after exhausting all reasonable follow-up 
efforts for the collection of a unpaid debt.  This collections process includes billing third party payers (insurance carriers, 
etc), direct billing, dunning, and phone calls to the patient/ guarantor, as well as referral to outside collection agencies. 
 
PROCEDURE 
 
The following guidelines will apply for patients with no insurance or for self pay balances after insurance has paid. 

1. Once the charging and coding process concludes, a final bill will be generated and sent to the third party payer 
for payment.  If the patient does not have health insurance (registered as Self-Pay) an itemized statement will be 
sent directly to the patient for payment.   

a. After the initial bill has generated self-pay encounters are referred to an outsourced vendor (American 
Adjustment Bureau) which acts as an extension of the business office and handles all Self-Pay balances.   

i. Registered Self Pay is sent to the Outsourced Vendor at day 1. 
ii. Self Pay after insurance is sent to the Outsourced Vendor 1 day after insurance (primary, 

secondary, or tertiary) has paid the claim.   
iii. The outsourced vendor (American) receives a daily electronic billing file as self pay claims are 

generated to initiate account resolution actives.   
iv. The outsourced vendor submits a daily acknowledgement file to the hospital to confirm receipt 

of the assigned inventory.  The acknowledgment file is posted on the z-Early Out folder in the 
business office shared drive.   

2. In accordance with hospital policy, self-pay patients receive: 
a. A series of four (4) statements at approximately 30-day intervals and a pre-collect letter/final notice at 

approximately 15 days after the 4th statement, from the outsourced self-pay vendor (American).   
b. Automated outbound call campaigns are approximately at 30 day intervals to contact patient/guarantor 

to resolve outstanding accounts.  
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c. The statements include dunning messages which are progressive in informing the patients of their 

obligation, and include notices that the account may be referred to a collection agency if the balance 
remains outstanding. 

 
Note: At any point along the self-pay collection cycle a patient can inquire and/or request to be considered for a 
charity care discount.  Signage is posted in all Registration and Customer Service areas and all patient 
statement include information instructing them on the methods of accessing financial counseling assistance.  
Financial assistance may include charity care, payment arrangements, or other applicable programs.   

 
d. ECHN currently applies an uninsured discount of 30% on all self-pay accounts (uninsured patients 

registered as self pay) at the time of billing with the exception of a few outpatient services that have 
been set up with established discounted rates.(Cardiac Rehab Phase III, Massage Therapy)  The 
hospital’s billing and accounts receivable system automatically discounts the account at the time of bill 
generation.   

e. ECHN will approve payment arrangements for patients who agree to a minimum of  $50 and the 
monthly payment will be determined by the total amount due and the number of months contracted, 
which does not extend more than 24 months.  Management has the authority to make exceptions to the 
policy on a case-by-case basis for special circumstances.  ECHN is not required to accept patient-
initiated payment arrangements and may refer accounts for collection if the patient is unwilling to make 
acceptable payment arrangements or has defaulted on ECHN approved payment plans.   

3.  Account balances which have not been resolved after a series of 4 patient statements and a pre-collect notice 
during the dunning cycle becomes eligible for bad debt write-off.  

a. Bad debt qualification criteria – an account may be referred to collection if it meets one or more of the 
following; 

i. Self-pay balance not paid 120 days after bill date when all reasonable follow-up efforts have 
been exhausted. 

ii. Guarantor has received 4 statements and a pre-collect letter 
iii. No reasonable response from the patient 
iv. No payment has been received and no financing could be arranged to pay the account in full in 

the previous 120 days despite at least four contacts with the responsible party. 
v. Guarantor has defaulted on an “agree to payment plan”. 

vi. Exclusions to this protocol are mail returns, small balances write off (under $5.00), unresolved 
patient disputes or billing issues and bankruptcy discharges, which may result in early 
placement to bad debt or early discharge of an account.   

4. Any outstanding balances that pertain to a self pay or self pay after insurance that all dunning is complete; the 
outsourcing vendor (American) sends a monthly electronic file to ECHN for bad debt review and referral to 
outside bad debt agencies.  This report identifies those accounts which have progressed through the complete 
billing cycle and are ready to be written off to Bad Debt. 

5. ECHN reviews the potential bad debt file for any accounts that are not eligible for bad debt write off due to 
established criteria.  The accounts are reviewed for any insurance balances, active pay plans, and accounts with 
recent payments.  Once the pre-collect accounts have been determined, the self-pay collector is changed in 
Meditech. 

6. The collector is changed to reflect the corresponding assignment of the bad debt to one of two contracted 
collection agents.  Claim inventory is split alphabetically with patient last names beginning with letter A – L 
being associated to American adjustment Bureau (PC-AMER) and letter M – Z being assigned to 
Transcontinental Credit (PC-TRANS).   
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7. The account balance is subsequently removed from the active accounts receivable and at month end, the system 

will automatically write off accounts to the assigned collectors/agencies and becomes part of the bad debt 
receivable. 

8. Accounts are refered to collections agencies on a monthly basis. The electronic inventory files are sent to the 
contracted collection agencies to pursue recoveries of the referred accounts.      
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