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What’s at stake
A rise in patient accounting system implementations
Over the last several years, multiple organizations have transitioned to new patient 
accounting systems following their transition to a new electronic health record (EHR) 
and the sunsetting of several current patient accounting systems that have been used 
historically by health systems. A recent report from the Office of the National Coordinator 
for Health Information Technology (ONC) shows that in 2015, EHR adoption rates for 
hospitals in the United States is at 96 percent, up from 71.9 percent in 2011.1

The increase in electronic health system conversions is primarily due to an attempt to 
increase capabilities around managing population health and meeting Meaningful Use 
requirements and incentives in which $37 billion has been paid out to Medicare and 
Medicaid providers through November 2017, according to Centers for Medicare and 
Medicaid Services (CMS).2 Although health care organizations have received financial 
incentives to transition to EHRs, several health care organizations have reported higher-
than-anticipated costs related to, and subsequent declines in net income as a result of, 
the implementation. The financial resources required to successfully implement an EHR 
can cost organizations hundreds of millions of dollars. Some health care systems have 
reported that their total anticipated cost related to their implementation project will 
exceed the $1 billion mark. 

Managing historical accounts receivables during patient accounting implementations
Given the cost of implementations, and the primary focus of clinical care and patient 
safety, ample focus and attention has been given to implementing the clinical component 
of an EHR first, while patient accounting system implementations have come afterward. 
Organizations are now attempting to find footing in the complex nuances involving the 
patient accounting transition. This trend, coupled with the necessity to identify financial 
opportunities and cash realization wherever possible during these transitions, has 
caused health care executives to pay increasing attention to accelerating cash, mitigating 
revenue cycle performance risks, and identifying strategies to manage the long-term 
management and access to legacy accounts receivables (AR) data to assist with AR and 
cash collection initiatives. Given increasing regulations related to patient privacy and 
billing guidelines, organizations must have a strategic approach to handling their legacy 
patient accounts after conversion to the new patient accounting system.
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Our take
Getting started 
Organizations have typically struggled with defining 
and resolving operational issues and identifying 
technological impacts and solutions for legacy AR 
rundown initiatives. Operational concerns include 
establishing appropriate personnel, workflow, policies, 
and procedures for resolving legacy AR claims. 
Technological concerns include how to store legacy  
AR data long term and manage activity for legacy 
accounts. If legacy accounts are not properly stored  
and handled, organizations can be at risk of not 
meeting federal guidelines with regards to data 
availability for retrospective audits or incorrectly  
billing patient accounts.

Many revenue cycle leaders are faced with the  
obstacle of choosing placement strategies for legacy 
accounts and deciding if it is appropriate to use internal 
resources, external resources, or a combination. This  
is further complicated by the need to select technology 
to store data and manage potential future transactions 
for patients who may have unpaid balances in the  
legacy system. 

Varying state guidelines and regulations for storing data 
after a conversion must also be taken into consideration. 
Organizations must also be aware of federal and state 
requirements related to the required time frame for 
archiving patient accounting data. As the data types 
and time frames may differ by state, organizations 
should know where to access these requirements and 
understand the functional capabilities of their archiving 
system in order to meet these requirements.

Organizations must also consider and understand the 
implications and logistics for handling multiple payment 
gateways, lockboxes, and credit card processing 
mechanisms for patients who are still paying balances 
on legacy AR accounts after activation of the new 
system. In many cases, organizations will be required 
to organize their lockboxes, credit card merchants, and 
patient statements in such a way that revenue cycle 
representatives are able to distinguish patient balances 
that exist in the legacy system or new patient accounting 
system and process them in the appropriate way. 
Additional reconciliation with the finance team will be 
needed to ensure that these payments are mapped to 
both the general ledger and finance  
reports appropriately.

Developing a comprehensive legacy AR strategy is  
critical to managing the patient accounting transition. 
Not only will a comprehensive plan help solidify and 
communicate timelines, resources, and goals, but it will 
also aide in the establishment of a governance structure 
to manage the effort and provide clarity for both 
the legacy AR rundown initiative and long-term data 
management solution. 

Developing a comprehensive 
legacy AR strategy is critical to 
managing the patient accounting 
transition. Not only will a 
comprehensive plan help solidify 
and communicate timelines, 
resources, and goals, but it will 
also aide in the establishment of a 
governance structure to manage 
the effort and provide clarity 
for both the legacy AR rundown 
initiative and long-term data 
management solution.
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The path forward
Operational impacts
The operational considerations include establishing the 
governance structure, budget, timeline, planning, and 
resources to assist with the overall effort. Given the 
downstream impacts associated with the other stages, 
this is often the most critical of the stages because it 
helps establish a solid foundation for the effort. 

The governance structure (see Figure 1) for this effort 
should include leadership representation from patient 
access, HIM, patient financial services (PFS), IT, project 
management organization (PMO), and data analytics.

Revenue cycle leadership is typically tasked with the 
responsibility of heading up the legacy AR initiative 
and facilitating regular meetings to determine goals, 
priorities, responsibilities, and next steps well in advance 
of the anticipated go-live date. There are several topics 
and considerations that can be discussed during the 
agenda for this meeting.

 • What is our timeline for running down legacy AR?

 • What subset of legacy AR are we interested in 
outsourcing if necessary?

 • If we don’t have existing vendors or want to engage 
with other vendors, do we need to develop an RFP to 
choose the vendor?

 • Who is the legacy AR management team, and how 
do we define the associated logistics with IT and the 
vendor? 

 • How will we successfully choose and manage the 
performance of a legacy AR vendor?

 • If internal and external resources are used, how do we 
identify which internal resources remain to support 
the legacy AR rundown?

Figure 1. Example governance structure
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Figure 2. Legacy AR activity timeline
Example AR rundown timeline

Identifying the appropriate  
accounts to place with vendors
In-depth analysis should be completed to identify 
the appropriate accounts to place with vendors. The 
common guiding principle for such efforts is to keep 
easily resolvable accounts in-house, as these accounts 
garner the greatest amount of cash for the least amount 
of work, and outsource “problem” accounts that require 
intensive efforts from follow-up and collection staff but 
typically generate little to no cash. Self-pay accounts 
can be outsourced also, depending on your current 
collection processes. If routine mechanisms that require 
little effort are used to collect self-pay accounts, it may 
be best to continue with this process given that these 
efforts require minimum effort on your current staff and 
outplacing these accounts will require costly rates from 
vendors in order to work.

It is important to create an outsourcing strategy that 
places the accounts that require the most work for  
the least payment to placement agencies to help ensure 
that your organization is able to retain accounts that  
are easily collectible and require minimal work so that 
staff can focus on training and go-live preparation.  
One activity that can be used to assist with this exercise 
is to create a matrix with at least two years of data 
from your current patient accounting system. This 
matrix should display the average number of touches 
and average cash collected for accounts that were 
paid during the specified ATB time period and usually 
includes all financial classes, aged accounts, average 
number of touches per account by financial class, and 
the resulting payment.

T-12 months
Create governance 
structure

Go-live to 1-month post
Assign remaining priority 
accounts and monitor 
performance

T-1 month
Consider beginning 
early out at day 0 for 
self-pay financial class 

2- to 3-month post go-live
Assess performance to date 
and create plan to resolve 
remaining legacy AR

T-2 to 1 months
Assign second-priority 
accounts and monitor 
performance

T-11 months
Schedule recurring 
committee meetings 
and draft agenda 

T-4 to 3 months
Assign first-priority 
accounts and 
monitor performance 

T-10 months
Create and  
post request for 
proposal (RFP)

T-6 to 5 months
Assign test-placement 
accounts with vendors  
and monitor performance

T-9 months
Discuss scope,  
rates, and logistics  
with AR vendors

T-7 months
Schedule regular 
touchpoints with vendor 
leadership and create 
performance-monitoring 
reports to set expectations

T-8 months
Finalize contracts, 
administrative requirements 
for vendor staff

Legacy AR timeline
Ideally, legacy AR account placements will begin four 
months prior to the go-live date to allow ample time to 
begin cleanup efforts and cash acceleration for aged 
receivables (see Figure 2). The placement process will 
continue monthly until approximately three months 
post go-live. By this time, the large majority of aged 

receivables will be worked and processed to allow for 
maximum cash acceleration during a concentrated 
time period. This timeline also will allow for a clean and 
smooth entry into the new AR system and will allow 
staff adequate time to focus on training and preparation 
efforts without having to simultaneously work aged 
receivables from the legacy system.
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After the completion of this exercise, the goal is to 
identify which accounts based on age and financial class 
require the most amount of work for the least amount 
of cash. These are the accounts that we will want to 
outsource to free up adequate time for our business 
office staff to focus on training and migration to the new 
patient accounting system.

Request for proposal/information 
(RFP/RFI) development
Now that accounts have been identified for outsourcing, 
a thorough and comprehensive approach should be 
taken to identify potential vendors that can partner 
with your organization in the collection and resolution 
of legacy accounts. To begin with, there are several 
accounts receivable vendors who provide these types of 
services. Some provide services regionally while some are 
national providers. You may also have several vendors 
who provide these types of services that you already 
contract with for certain services in your business office. 
It’s important to exercise careful thought and analysis 
to help ensure maximum performance, compliance with 
organizational IT protocols, and seamless integration. Due 
to data security breach concerns, many organizations try 
to avoid placing sensitive patient data to entities outside 
of the United States. It’s important to understand where 
your chosen company vendor will send your data as many 
agencies employ representatives who work and reside 
outside of the United States. Other considerations

include ensuring that the company is able to devote the 
appropriate number of staff to working your accounts, 
contain the appropriate IT infrastructure to integrate 
with your system and workflows, and provide reports to 
measure performance. 

Organizations should consider compiling a list of all  
the companies that they are aware of who provide  
these services and select no more than eight to send  
an RFP to. Organizations typically send RFPs to potential 
vendors several months prior to the first go-live date 
to allow time for legal and compliance review, vendor 
meetings and demos, and finalization of reimbursement 
rates, logistics, system access, and credentialing. Factors 
to consider when selecting the eight vendors include  
the following:

 Past experiences from your organization  
or a strategic thought partner’s organization

 Brand recognition and market credibility 

 Proprietary software or cutting-edge  
analytics to assist in collection efforts

 Commitment to quality and security

 Ease of interoperability with your  
current legacy AR system

 
Location for where the services are  
provided – onshore vs. offshore 

Legacy AR vendor scorecard

Vendor name Overall score Overall rank

Vendor A 98% 1

Vendor B 96% 2

Vendor C 95% 3

Vendor D 94% 4

Vendor E 94% 5

Vendor F 91% 6

Vendor G 89% 7

Vendor H 88% 8

Vendor I 85% 9

Vendor J 83% 10

Figure 3. Example legacy AR scorecard
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The major sections to include are a detailed overview of 
your hospital or health system, a brief summary of your 
request, a high-level outline of the potential accounts 
that you plan to place with vendors to assist with pricing 
and staffing availability concerns, and a detailed list of 
questions that must be appropriately addressed in the 
RFP. These questions typically relate to security, quality 
assurance, and past experience with state Medicaid or 
other state-specific payors. It is imperative to work with 
not only billing and follow-up leaders on the questions 
and technical requirements, but also cash posting 
and the finance department to determine the best 
method for routing and reconciling collected cash from 
placement activities. 

Once the RFPs have been responded to, the legacy  
AR governance committee should review the RFP 
responses and provide feedback and scores as 
appropriate, using a scorecard tool (see Figure 3) that  
can be aggregated to rank the vendors based on 
feedback from the committee. This exercise will help 
objectively rank and identify one or two vendors that 
should be used for the legacy AR initiative.

Technological impacts
After the completion of all logistics involving the 
accelerated rundown of accounts receivables, most 
organizations would presume the remaining work is 
minimal and complete. While cash acceleration may 
be a strategic initiative during go-live to help mitigate 
potential cash collection shortages, data archiving  
is a major initiative that will help mitigate both  
regulatory and compliance risks and customer  
service issues related to patient accounts. 

Given the current era of regulatory and payor audits, 
organizations are encouraged to keep patient accounts 
open and active for up to 10 years in case a review 
is required. While there are varying requirements 
depending on the data element for several states,  
10 years has proven to be an appropriate timeline  
for keeping legacy accounts accessible.

Organizations should select a data archiving solution  
to store patient accounts after cash acceleration efforts 
are exhausted. While several solutions exist, it is key to 
reach out to your current legacy system representative 
to identify if they have a hosting solution you may want 
to consider and to also seek input on their experiences 
and compatibilities with other systems you may be 
considering. The database should be populated with  
up-to-date information from the current billing system 
and should also have functionality enabling revenue 
cycle representatives to query the data when needed, 
as well as have read-write access. This will help with 
handling the following activities:

 Government and commercial payor audits  
of legacy accounts

 Reconciliation of payments by patients  
to legacy accounts

 Historical reporting on AR and collection activity 

Given that activity will continue to occur on legacy 
accounts after the transition to the new system, it is 
important to work closely with both IT and revenue  
cycle leadership to discuss the method for storing  
and accessing legacy data. 

Health care organizations should look for a data 
migration process that results in a seamless transition 
limiting the amount of resources that are required from 
the organization, a familiar user interface, high security, 
and functionality to perform transactions on legacy 
accounts as needed. Vendor demos should also be 
scheduled to discuss and view the user interface and 
provide a detailed overview of the account migration 
methodology. A user interface that is similar in look 
and navigation can be advantageous for current staff 
and help increase familiarity with the tool and reduce 
mistakes. The account migration methodology will also 
be helpful to understand, given that some systems may 
take more time to migrate patient accounts than others.
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Bottom line
The migration to a new patient accounting system 
requires several layers of due diligence and organization 
to navigate successfully. A best practice governance 
structure with business office leaders will help 
structure the appropriate resources, questions, and 
goals as necessary to ensure cash is accelerated and 
potential regulatory, compliance, and performance risks 
are mitigated. 

Best practices organizations are proactive in their 
RFP development, vendor selection, and account 
identification and placement strategies to help optimize 
cash acceleration. Account placements should begin 
no later than four months prior to the go-live date, 
assuming that ample legacy accounts are available  
to be worked. 

Once rundown initiatives are complete, organizations 
should be ready to migrate and store legacy patient 
account data for up to 10 years or as required by  
state and national CMS guidelines. It is critical for  
the governance team to not only thoroughly evaluate 
account placement vendors proactively, but also 
potential data archiving solutions, in order to  
maximize cost savings, maintenance and migration,  
and performance.
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