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Executive Summary:  Majority of hospitals violate 
the Hospital Financial Assistance Law, but get 
ICP funds anyway 
CSS analysis of 201 hospitals’ financial assistance 
materials reveals: 

• 66% of hospitals do not comply with Hospital Financial 
Assistance Law or rules, but still get $464 million in State 
Indigent Care Pool (ICP) funds. 

– 10% refused to disclose financial aid applications to CSS or 
had nothing posted on their website, but get $87 million 

– 56% violate the HFAL, but get $400 million 
– 35% violate SDOH HFAL guidance, but get $205 million 
– 25% impose additional barriers, but get $169 million 
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Executive Summary:   
CSS review of State hospital ICP program data 
reveals inconsistent and capricious payments 
• CSS analysis of SDOH and hospital data reveals that: 

– ICP payments do not incentivize the provision of financial assistance. 
– Hospitals with unlawful HFAL applications approve fewer applications 

on average than lawful counterparts. 
– Many hospitals that are aggressively seeking liens on patients homes 

offer less-than-average financial assistance.  
– ICP program is supporting assignment of bad debt instead provision 

of financial aid. 
– Many hospitals reporting highest “need” offer less-than-average 

amounts of financial assistance. 
– Hospitals submitting patently flawed data still get funds. 

The practices described above put NY at risk of losing millions 
of dollars in federal DSH funds, come 2014.   
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Executive Summary:  
Recommendations 
 • The State should improve patient access to financial assistance 
– Adopt one uniform statewide financial assistance application to be used by all 

hospitals receiving ICP funds. 
– Publically post hospital financial assistance policies on the SDOH website. 
– SDOH should perform annual audits of every hospital’s compliance with the 

HFAL, and aggressively engage in enforcement activities.   
– Conform the HFAL to the ACA by: raising eligibility to 400% FPL, barring use of 

asset test, and allowing pre-qualification for financial assistance. 

• The State should incentivize hospital compliance with the HFAL and the 
ACA 
– Only make ICP payments to hospitals for cost of financial assistance to 

uninsured (or, if permissible, underinsured) patients certified eligible under HFAL 
and the ACA. 

– Issue remaining ICP funds to hospitals with higher volumes of Medicaid patients. 
– Prohibit ICP payments for uncompensated care costs due to patient bad debt. 
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Background on Hospital Financial 
Assistance in NY 
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Background: What is the current status of New 
York’s hospital financial aid system?  
 
• The federal and NYS governments provide hospitals over $1 

billion in Medicaid funds per year to cover uncompensated care 
costs. 

• Adopted legislative fixes have not resolved program issues; 
regulation is lax 

• HFAL adopted in 2005; “units of service” methodology in 2008 
• Hospitals send individual patients to collections, but are inconsistently reimbursed 

for costs they claim are associated with uncompensated care and bad debt. 
• Compliance with the HFAL is patently flawed. But the Disconnect of ICP funds from 

patients continues to be problematic.  

• Come 2014, under the ACA, there will be fewer uncompensated 
care dollars and those dollars will have much stricter rules.   
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Survey of Hospital Practices Under 
the Hospital Financial Assistance 

Law 
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Availability of Hospital Financial Aid 
Applications 

What CSS did:  CSS contacted each hospital for a copy of its financial 
aid application.  Follow up with HANYS.   

What CSS found: 
• 181 (90%) hospitals and hospital systems provided us with their policy 

summary and/or application or posted the information on their website.  
• 20 (10%) did not provide CSS an application or summary or did not respond. 
 18 hospitals did not send us information until after CSS sent a follow-up letter 

to HANYS with the results of our survey. 

The 20 hospitals that did not provide information about their 
financial aid policies received $87,397,389 in ICP funds in 2010. 
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CSS’s review of hospital financial aid 
policies: Application issues 
What CSS did:  CSS evaluated each application and policy to 
determine if it contained the following: 
• Four basic requirements, as laid out in the HFAL :    

– Explanation of income-level eligibility  (PHL §2807-k-9-a (c)) 
– Information on geographic service area (PHL §2807-k-9-a (c)) 
– Explanation of how to apply (PHL §2807-k-9-a (c)) 
– Instruction to ignore bills while application is pending (PHL§2807-k-9-a (c)) 

•  Practices considered impermissible under the HFAL and guidance: 
–  Asked patients for tax returns, monthly bill information, or a Medicaid denial (PHL 
§2807-k-9-a (e); PHL §2807-k-9-a (a); SDOH guidance dated  5/11/09) ) 

• Assessed three additional barriers identified by CSS 
– i.e. account numbers or statements for their checking, savings, and credit card 

accounts. 
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CSS’s review finds widespread violations 
of the HFAL 

What CSS found:  Review of 181 out of 201 hospital policies reveal:   
• 56% (102) of hospitals who had provided us with application materials failed to 

meet the 4 basic legal requirements under the HFAL. 
– In 2010, these hospitals collectively received $400 million in ICP payments 

• 35% (63) of hospitals who provided us with application materials have financial 
assistance applications that have additional unlawful barriers such as demands 
for:  tax returns, monthly bill information, or a Medicaid denial before application. 

– In 2010, these hospitals collectively received  $205 million in ICP payments 
• 25% (45) of hospitals impose additional barriers to financial assistance, such as 

asking for bank account or credit card numbers or statements. 
− In 2010, these hospitals collectively received $169 million in ICP payments 

66% (120) of hospitals used either unlawful, non-compliant, or otherwise 
problematic materials, suggesting systemic enforcement problems.  In 
2010, these hospitals collectively received $464 million in ICP payments 
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Assessment of Indigent Care Pool 
Date Submitted by Hospitals to NYS 
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Current SDOH reporting requirements for 
hospitals to get ICP funds 
• To qualify for Indigent Care Pool funds, a hospital must: 

– Submit an annual institutional cost report (ICR) 
– Incur uncompensated care costs, or “targeted need,” greater 

than ½ of 1% (.50%) of the hospital’s total inpatient and 
outpatient costs 

– Provide an annual independent CPA certification that the 
hospital’s billing, collection and account write-off procedures 
are consistent with the law and regulations 

– Comply with the requirements established by the hospital 
financial assistance law 

The provision of financial assistance to patients under HFAL is 
unrelated to the costs listed on hospital ICP reports (see above).     
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Key metrics: How hospitals measure losses for 
the purpose of getting indigent care pool funds  

Bad debt/charity care (BDCC)  
• 90% of indigent care pool funds are distributed based on hospitals’ 

reported losses due to bad debts and charity care for insured and 
uninsured patients. 

– Hospitals use unique accounting methodologies to determine bad debts and charity 
care, which can have different results. 

– These currently are reported in aggregate based on hospital charges. 
– The SDOI reduces each hospital’s reported charges down to cost using a converter 

formula. 

• Under the BDCC methodology, uncompensated costs include: 
– Insured patients who did not pay their co-pays or deductibles, or whose insurance 

only partially covers a service provided. 
– Self-pay patients who have insurance but it does not cover a service provided at all. 
– Uninsured patients (who have no form of health insurance coverage). 
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Key metrics: How hospitals measure losses for 
purposes of getting indigent care pool funds  

Units of service 
• 10% is distributed based on hospitals’ reported losses measured 

using units of service to uninsured patients. 
– These are calculated by multiplying the number of inpatient and outpatient 

units of service provided to uninsured patients by the applicable Medicaid 
reimbursement rate, less any payments made by the patients. 

– Hospital losses reported include both bad debts and charity care. 

• Under the units of service methodology, uncompensated costs  
include: 
– Self-pay patients who have insurance but it does not cover a service 

provided at all. 
– Uninsured patients (who have no form of health insurance coverage). 
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Distribution methodologies = many 
moving parts 
• The indigent care pool is made up of several smaller sub-pools for 

major public hospitals, voluntary hospitals, minor public hospitals, 
high need voluntary hospitals, rural hospitals, and other targeted 
funding to hospitals who partake in graduate medical education. 

• For the most part, each pool has its own methodology for distribution 
of funds.  For example: 
– Major voluntary hospitals, the allocation is based on its share of total reimbursable 

costs relative to total reimbursable costs for all major hospitals. 
– These hospitals receive a greater distribution amount based on a sliding scale 

which provides more funds for hospitals with a higher targeted need (ratio of 
uncompensated care relative to total patient volume). 

• Hospitals are generally reimbursed for only a portion of their reported 
uncompensated care costs. 
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Current Indigent Care Methodology and Funding  
$1,182.5M in Total Funds 

$395.2  Based on Uninsured Allocations*, $787.3 based on “Other” Allocations 
* $310.5M of the $395.2M is targeted to specific groups of hospitals 

$765M: PHL 2807-k 

Major Public Distribution: $139.3M  
($125.4M distribution based on 1996 allocation;  
$13.9M based on uninsured units x MA rates) 

Voluntary High Need: $32.4M  
(Distribution based on BDCC 
 targeted need > 4% of costs) 

Voluntary Distribution: $593.3M  
 ($530.7M distribution on BDCC targeted need;  

$62.6M on uninsured units x MA rates) 

$82M: PHL 2807-w 

Rural Hospitals Distributions: 
$32.3M 

($126K grants + BDCC based upon  
bed size and need statistic) 

Supplemental Voluntary High Need: 
$32.4M  

(Distribution based on BDCC  
targeted need > 4% of costs) 

Supplemental Voluntary  
Distribution: $17.3M  

($9.1M distribution on BDCC targeted need;  
$8.2M on uninsured units x MA rates) 

$335.5M: PHL 2807-k (5-b) 

Voluntary Teaching Regional 
Distributions:  

$269.5M  
(Based on 2007 unmet need - uninsured units x 

MA rate less hospital share of $847M 
allocation) 

Voluntary High MA Safety Net: 
$25M  

(Uncompensated care based on 
 uninsured units x MA rates) 

Voluntary High MA Safety Net: 
$25M 

 (Net MA losses from reform/DRP) 

Non-Teaching Hospitals: $16M 
 (Uncompensated care based on  

uninsured units x MA rates) 
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CSS’s analysis of hospital ICR data: Hospital 
financial aid policies vs. financial aid distributed 

What CSS did: 
•  Reviewed the following data from SDOH: 2005-2008 ICR reports and ICP 

distributions for all hospitals from 2005-2010; ICR Exhibit 50 data for all 
hospitals for 2007-2009; spreadsheets detailing calculation of ICP 
distributions for all hospitals for 2009 & 2010; and the 2010 ICR instruction 
manual. 

• Analyzed the spreadsheets to determine reporting on:  
– Hospitals with CSS-identified barriers v. number of approved applications. 
– Amount of financial aid provided and the amount of indigent care funds received. 
– Uncompensated care costs related to “bad debts” and liens taken on patient 

homes. 
– Claimed “targeted need” vs. financial assistance provided.: 

What CSS found: 
   See next slides… 

18 



www.cssny.org 

The amount of financial assistance given to patients 
does not correlate with ICP funds received. 
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Hospital Name 
FA  apps. 

approved (2008) 
Indigent care funds rec’d 

per approved  app. 
# Apps. approved per certified bed  

(2008 apps, 2011 beds) 
Statewide Average 5,151 $1,083 15.8 
JACOBI MEDICAL CTR  52,702 $167  115.3 
BELLEVUE HOSPITAL  69,636 $208  76.4 
ST BARNABAS HOSPITAL  51,210 $561  114.8 
LUTHERAN MEDICAL CTR  29,761 $1,273  63.6 
BRONX-LEBANON  18,549 $3,235  32.0 
STRONG MEMORIAL  15,480 $870  20.9 
MERCY HOSP BUFFALO  8,583 $369  22.2 
ERIE COUNTY MED CTR  3,706 $1,137  6.7 
KENMORE MERCY  3,078 $308  16.7 
MONTEFIORE  2,287 $21,093  2 
MAIMONIDES  2,260 $7,870  3.2 
JAMAICA HOSPITAL  1,365 $26,292  3.6 
STONY BROOK  1,243 $5,104  2.2 
BETH ISRAEL MED CTR  691 $41,065  0.8 
KALEIDA HEALTH  683 $8,782  0.7 
ROCHESTER GENERAL  620 $20,176  1.2 
BROOKDALE HOSPITAL  278 $93,929  0.5 
NYU HOSPITAL CTR  256 $41,984  0.2 
CORNING HOSPITAL  161 $13,892  1.6 
LENOX HILL HOSPITAL  130 $84,469  0.2 

Note: Major public hospitals also receive an additional $1.5 B in UPL and IGT DSH payments.  

The statewide average number of apps approved 
per certified bed is 16.  
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Hospitals with financial aid applications that 
include impermissible requirements are less 
likely receive and approve applications. 

20 The statewide average number of apps approved 
per certified bed is 16.  

Application data from 2008 
ICR Exhibit 50 

Hospitals  
that Follow the 

HFAL 

Hospitals 
that Violate  

HFAL 

Hospitals that Follow 
SDOH HFAL Guidance 

Hospitals that Violate 
SDOH HFAL Guidance 

# of Hospitals  79 102 118 63 
# Apps. rec’d./ Hospital  10,389 2,534 8,343 1,482 
% of total apps. received  71.3% 22.5% 85.5% 8.1% 
% of total apps. approved  71.9% 21.6% 86.1% 7.4% 
% of total apps. denied  30.9% 62.2% 59.0% 33.9% 
% of total apps. pending  73.2% 25.9% 80.4.% 16.7% 

% of total apps. Incomplete 72.8% 27.7% 84.9% 14.6% 

% Apps. approved  95.7% 91.5% 95.5% 86.8% 
% Apps. denied  0.7% 4.3% 1.1% 6.4% 
% Apps. pending  1.4% 1.6% 1.3% 2.8% 
% Apps. incomplete  2.3% 2.7% 2.2% 4.0% 
Avg. # apps. approved / 
certified bed  

24.3 9.6 22.5 5.4 

Total ICP funds received $663,352,416 $400,025,366 $830,897,666 $204,845,679 
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Public hospitals, who give the most financial 
assistance, get the least amount of indigent care funds 

21 Note: Major public hospitals also receive an additional 
$1.5 B in UPL and IGT DSH payments.  
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70% of hospitals reported that more than 50% of their 
uncompensated care costs were due to patient bad debts. 
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Hospital Name 
% of uncompensated care 

costs due to bad debt (2008) 
Indigent Care pool 

payment (2010) 
Apps approved 

per cert. bed 
Statewide Average 65% $5,500,000 15.8 
STONY BROOK  96% $6,344,162 2.2 
CORTLAND MEMORIAL  93% $1,462,926 4.4 

GLENS FALLS HOSP  92% $6,321,820 2.5 
NYU HOSPITAL CENTER  90% $10,747,952 0.2 
CORNING HOSPITAL  90% $2,236,620 1.6 
BETH ISRAEL MED CTR  89% $28,375,694 0.8 
JAMAICA HOSPITAL  89% $35,889,008 3.6 
BERTRAND CHAFFEE HOSP  86% $412,954 0.0 
BROOKDALE  85% $26,112,334 0.5 
SUNY DOWNSTATE  85% $5,411,530 17.8 
JOHN T MATHER MEM  85% $2,344,368 5.2 
NASSAU UNIV MED CTR  85% $7,434,717 57.7 
BROOKHAVEN MEM HOSP  82% $7,680,614 2.8 
ROCHESTER GENHOSP  81% $12,509,009 1.2 
WYCKOFF HEIGHTS HOSP  75% $20,510,496 23.1 
ST LUKES / ROOSEVELT  74% $37,643,016 9.4 

ST BARNABAS HOSPITAL  17% $28,708,796 114.8 

The statewide average number of apps approved 
per certified bed is 16.  
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Hospital name 
Total Liens 

(2008) 
Liens 

per bed 

Apps 
approved per  
certified bed 

% of uncompensated 
costs due to bad debt 

Total indigent care 
pool funds received 

Statewide Average 20 .10 15.8 65% $5,500,000 
UNIV HOSP BKLYN/SUNY DWNST 1053 2.80 17.8 85% $5,411,530 
UNIV HOSP STONY BROOK 680 1.19 2.2 96% $6,344,162 
SARATOGA HOSPITAL 450 2.63 4.8 47% $2,314,574 
GOOD SAM HOSPITAL MED CTR 406 0.93 40.1 16% $8,480,429 
MASSENA MEMORIAL HOSP 249 4.98 6.3 60% $1,263,935 
CROUSE-IRVING MEM HOSP 92 0.18 1.4 68% $6,462,589 
BROOKS MEM HOSP 77 1.18 8.8 74% $606,969 
VASSAR BROTHERS HOSP 72 0.20 43.0 33% $5,961,049 
ROSWELL PARK MEM INST 71 0.53 1.1 69% $2,227,030 
UNITED HEALTH SVCS HOSP INC 70 0.15 5.0 78% $8,005,842 
ST FRANCIS HOSP-POUGHKEEPSIE 68 0.20 18.8 45% $4,304,773 
ST JOSEPHS HOSP OF ELMIRA 66 0.29 1.6 89% $1,221,417 
CORTLAND MEM HOSP INC 66 0.37 4.4 93% $1,462,926 
NIAGARA FALLS MEM MED CTER 63 0.37 1.7 90% $1,858,979 
ARDEN HILL/ORANGE REG MED CTR 52 0.12 0.7 88% $2,778,459 
CHAMPLAIN VALLEY PHYS HOSP 51 0.16 1.5 78% $2,178,680 
ERIE COUNTY MED CTR 44 0.08 6.7 54% $4,213,019 
NATHAN LITTAUER HOSPITAL 38 0.51 15.1 82% $2,244,666 
OUR LADY OF LOURDES MEM HOSP 37 0.14 11.6 89% $3,785,336 
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Many hospitals aggressively pursue collection of bad 
debt by placing liens on patient homes. 

The statewide average number of apps approved 
per certified bed is 16.  
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Many of the top hospitals reporting the highest 
“targeted need” report lower than average financial 
assistance distribution relative to their size   
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Hospital name 
Targeted need (2010)  
[Cost in 90% method] 

Apps approved 
(2008)  

Apps approved (2008)  
per certified bed (2011) 

Statewide Average 4.3% 5,151 15.8 

MOUNT VERNON HOSPITAL 13.5% 1553 8.8 

ELLENVILLE REG HOSPITAL 12.4% 12 0.5 

JAMAICA HOSPITAL 10.8% 1365 3.6 
CATSKILL REGIONAL MED CTR  10.3% 647 3.9 

ST JOSEPHS HOSP YONKERS 10.2% 157 0.8 

SOUND SHORE WESTCHESTER  9.3% 1341 5.3 

INTERFAITH MEDICAL CENTER 9.1% 2012 7.0 
BROOKDALE HOSP MED CTR  8.1% 278 0.5 

BON SECOURS COMM HOSP  8.0% 0 0 
IRA DAVENPORT MEM HOSP  7.7% 159 4.2 

MT SINAI HOSP OF QUEENS 7.3% 1187 5.1 
SUNY HEALTH SCIENCE CTR 7.0% 381 0.9 

WAYNE HEALTH CARE 6.8% 130 1.1 

MARGARETVILLE HOSPITAL 6.0% 48 3.2 

The statewide average number of apps approved 
per certified bed is 16.  

*Hospitals shown reflect a selection of hospitals reporting high targeted need  and lower than average application approvals. 
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The accuracy of costs reported for financial 
assistance recipients is questionable 

Hospitals are required to report: 
• Total costs for services to all uninsured patients 
• Costs incurred in rendering services to uninsured patients eligible for financial aid 

(that were approved).  
– Patients eligible for financial assistance should be a subset of total uninsured. 

However, CSS found that: Hospital reporting is patently flawed.  
• Some report more than 100% of costs incurred on patients eligible for financial 

assistance than the total spent for all uninsured patients. 
• Others report spending 0% on patients eligible for financial assistance. 
• These numbers fluctuate each year. 
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2007 2008 2009 
Hospitals reporting over 100% of uninsured costs for 
uninsured patients eligible for financial assistance 

9 16 15 

Hospitals reporting 0% of uninsured costs for uninsured 
patients eligible for financial assistance 

9 9 18 
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Data on financial aid application approval 
rates is inconsistent across hospitals 
 Approvals: 

• 118 hospitals approved more than 85%; 20 approved less than 
50%; 9 approved none. 

Denials: 
• 44 hospitals reported no denials; 54 reported denial rates of 10% 

or more. 

Pending: 
• 94 reported no pending applications; 25 had more than 10% 

pending. 

Incomplete: 
• 109 had no incomplete applications; 36 had more than 10% 

incomplete. 
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Impending funding issues 
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Changes to the federal indigent care pool 
funding source 

• New DSH audit requirements: Federal DSH payments are supposed 
to be used only to reimburse hospitals for uncompensated care costs 
for Medicaid and uninsured patients. New DSH audit requirements are 
more stringent on this rule: 
– States are now required to submit more information to CMS on Medicaid and 

uninsured costs to ensure compliance (see Appendix C).   

• How this will affect New York:  Currently, New York uses two 
methodologies to calculate uncompensated care: BDCC and Units of 
Service (see slides 17-22). 
– Both include patients who are “uninsured” and “self-pay” under the same 

category.   
– Hospitals will need to separate these two categories when reporting costs. 
– Bad debts also will need to be reported separately from financial assistance. 
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Changes to the federal indigent care pool 
funding source 
• DSH cuts under the ACA: The ACA reduces nationwide DSH 

funding yearly starting in 2014, for a total cut of 50% by 2019. 
Preference for funding will go to states that: 

– have high rates of uninsurance. 
– have high levels of uncompensated care for Medicaid and uninsured patients. 
– target DSH funds to hospitals with high Medicaid inpatient rates.   

• How this will affect New York:  
– New York already accounts for 14% of the federal DSH payments nationwide 

but only 6% of the nation’s uninsured. So, any cuts made to the total available 
will result in a significant cut for New York. 

– These cuts will have important policy ramifications both for targeting the use of 
the indigent care pool to maximize access to federal DSH funds, and for 
reallocating state funds previously used to match newly-cut funds. 
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Conclusions 
 

• Despite the HFAL, New York’s ICP program remains 
plagued with problems. 

− Many hospitals do not comply with the HFAL and guidance.  
Others impose additional barriers which prevent patients from 
obtaining financial assistance. 

− Hospital ICR reporting contains numerous errors and 
inconsistencies that warrant closer scrutiny by the State.  

− New York’s current ICP system does not offer hospitals an 
incentive to offer financial assistance versus sending patients to 
collections. 
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Recommendation: Improve Patient 
Access to Financial Assistance 

• Adopt one uniform statewide financial assistance application to be 
used by all hospitals receiving ICP funds. 

• Publically post hospital financial assistance policies on the SDOH 
website. 

• SDOH should perform annual hospital audits & vigorously enforce 
the HFAL. 

• Conform the HFAL to the ACA by: raising eligibility to 400% FPL, 
barring use of asset test, and allowing pre-qualification for financial 
assistance. 
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Recommendation: The State Should Incentivize 
Hospital Compliance with the HFAL and ACA. 

• Only make ICP payments to hospitals for cost of financial 
assistance to uninsured (or, if permissible, underinsured) 
patients certified eligible under HFAL and the ACA. 

• Issue remaining ICP funds to hospitals with higher volumes of 
Medicaid patients. 

• Prohibit ICP payments for uncompensated care costs due to 
patient bad debt. 
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Thanks! 

 New York State Department of Health 
 For more information on hospital financial assistance   

policies, visit www.communityhealthadvocates.org  
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