
In an effort to prevent providers
from using waivers of deductibles
and co-pays to attract patients, the

Social Security Act includes strict provi-
sions against gifts to beneficiaries. In its
own words, the Social Security Act
states, “a person who offers or transfers
to a Medicare or Medicaid beneficiary
any remuneration that the person
knows or should know is likely to
influence the beneficiary’s selection of a
particular provider, practitioner, or sup-
plier of Medicare or Medicaid payable
items or services may be liable for civil
money penalties (CMPs) of up to
$10,000 for each wrongful act.” 

The act goes on to define the term
remuneration to include “waiver of
coinsurance and deductible amounts
(or any part thereof ), and transfers of
items or services for free or for other
than fair market value.”   

The Rationale
Medicare and Medicaid state that
“offering valuable gifts to beneficiaries
to influence their choice of a Medicare
or Medicaid provider raises quality and
cost concerns.” Additionally, they sug-
gest, gift-giving may diminish quality
of care, as providers “may attempt to
offset the additional costs attributable
to the giveaway by providing unneces-
sary services or by substituting cheaper
or lower quality services.” Give-aways
favor large providers who have more
resources and disadvantage smaller
providers and businesses, they say. 

Ultimately, the prohibition of gift-

giving prevents providers from commit-
ting fraud by using waivers of
deductibles and copays and other items
of value as marketing tools to draw
Medicare patients to their practices. 

The Exceptions
There are a few exceptions to the “no
giveaways” rule. Among those are the
waivers of deductibles and co-pays
based on financial need. The regula-
tions permit “non-routine, unadver-
tised waivers of co-payments or
deductible amounts based on individu-
alized determinations of financial need
or exhaustion of reasonable collection
efforts.” 

The bottom line is that you may
waive a Medicare patient’s deductible
and/or co-pay if the individual is in
financial need. There is no stated
income/asset test for establishing finan-
cial need, and there are no stated forms
to be completed. To ensure consistency
and aid documentation, establish and
use a criterion for need that can be the

same with each patient, such as the
previous year’s income tax return. This
should be done only when the reason
for waiver is the financial need of the
patient, and the waiver must not be
advertised. 

As mentioned above, you may also
waive the deductible and co-pay if you
have failed to collect after making rea-
sonable efforts to do so. Use caution,
though. All accounts should be handled
the same way. Ensure that the “reason-
able” collection efforts you apply in
order to collect from the Medicare
patient are the same collection efforts
you use for any other patient.
Additionally, be realistic and practical
with each case. If you know that you
will eventually write off a patient’s co-
pay and deductible due to financial
need, why not be up front about it and
spare the patient the stress of receiving
bills that he or she cannot pay?  
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When, Why, and How to Appropriately
Waive Deductibles and Co-pays 
Despite the best of intentions, waiving a Medicare deductible or co-pay
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This article is based on an Advisory Bulletin from Office of
Inspector  General. Quotes in the article are direct quotes
from either the bulletin or the Social Security Act. 

There are two instances when it may be permissible to waive a Medicare
patient’s deductible and/or co-pay:
Financial Need

• Establish and use a criterion for need that can be the same with each patient  

(such as the previous year’s income tax return).

• The only reason for doing so is financial need of the patient.

• Waiver must not be advertised.

Failure to Collect Despite Reasonable Efforts

• Ensure that the “reasonable” collection efforts you apply for the Medicare patient 

are the same efforts you use for any other patient.

                    


