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PURPOSE 
To provide guidelines for Identifying credit balances and processing refunds. 
 
INTRODUCTION 
When an account has a credit balance it is important to determine the reason, correct any posting errors, if 
applicable, and process a refund to the appropriate party.  Credit balances may be the result of: 
1. the insurance carrier paying more than expected. 
2. the patient paying more co-insurance, copay, deductible than was actually reflected on the insurance EOB. 
3. duplicate payment of the claim by the insurance company or patient. 
4. primary and secondary insurance carriers paying both as primary carrier. 
5. an erroneous credit adjustment was made by the facility during payment posting. 
 
POLICY 
1. Credit balances should be maintained at less than 2% of the accounts receivable balance. 
 
2. Payments and adjustments posted to credit balance accounts are reviewed to determine if they were posted 

appropriately and accurately.  When reviewing, EOBs and other pertinent documents will be used to verify 
the transactions.  When errors are found, they will be corrected and explanatory notes posted in the 
computer. 

 
3. When a refund is required, complete the Request for Refund form and give to business office 

coordinator/administrator. 
a) If the credit results from over-collection of the patient’s financial obligations, ensure the refund check 

request is to be made payable to the patient/guarantor. 
b) If the credit balance resulted from overpayments from one insurance carrier, ensure the refund check 

request is to be made payable to the carrier. 
c) If the credit is the result of payment by two or more insurance companies, telephone the individual 

carriers to determine the reason for overpayment, and refund the appropriate carrier, if applicable. 
 
4. Once the refund check has been approved and written, a copy of the check is to be given to the person 

responsible for posting payments.  The refund should not be recorded in the computer system until a copy 
of the refund check is received.  This copy should be maintained in daily packet. 

 
PROCEDURES 
1. Credit balances are to be resolved as soon as they become known. The Credit Balances or Unapplied 

Payments Report (the name of the report may vary with software type) is to be printed out on a weekly 
basis and worked toward resolution. If there is more than 2% of total A/R in credit balances, they are not 
being resolved fast enough. 

 
2. If credit balance is due to the insurance company paying more than expected, call the insurance company or 

send a letter requesting the company confirm the accuracy of their payment. The facility cannot determine 
an insurance carrier’s commitment to its subscriber.  When an answer is received from the insurance 
company and a refund is needed, complete the appropriate form.  If the insurance confirms the payment to 
be correct, adjust the account to zero using a charge adjustment or a write-off adjustment and the  
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contractual write-off code appropriate to the insurance.  If unable to reach by telephone and a letter has 
been sent, if no response after 30 days, send a copy of the letter marked boldly “Second Request.”  If there 
is no response after 30 days assume the payment is correct.  Be sure to write notes in computer system for 
each attempt at contact. 

 
3. If credit balance is due to the patient paying more coinsurance/copayment/deductible than indicated on the 

EOB, complete the appropriate form for patient refund.  Write a note in the computer to that effect.   
 
4. If credit balance is due to a duplicate payment by either the patient or insurance company, complete the 

appropriate form for refund.  Write a note to that effect in the computer.   
 
5. If credit balance is due to two insurance companies paying as the primary carrier, call both companies to 

confirm benefits were appropriately coordinated and determine whether the refund should go to one of the 
insurance companies or to the patient.  If the refund is due to the patient, request a written statement from 
the insurance companies to this effect.   Complete the appropriate form for refund and write a note to that 
effect in the computer.   

 
6. If the credit balance is due to an erroneous adjustment, post a write-off adjustment using the same code as 

the excessive credit adjustment. 
 
7. When preparing refunds for patients or insurance companies, complete and submit the Refund Request 

form and attach pertinent documentation: 
a) account itemization showing credit balance 
b) copies of payments and EOBs 
c) if to insurance, include patient name and subscriber group/policy number 
d) copy of memo of contact with insurance company clarifying to whom the refund is due 
e) copy of written request for refund or other correspondence with insurance company 

 
8. When a copy of the refund check is received, create the refund adjustment in the computer system. Be sure 

to use the refund adjustment code. 
 
9. If a refund is to be made by means of the patient’s credit card, process the credit according to the merchant 

card machine or manual deposit instructions.  Since this transaction will affect today’s cash collections, 
record it as a negative on the deposit log.  Record the refund to the patient’s account the same day. 

 
10. Some insurance carriers, i.e., Medicare, Blue Cross/Blue Shield do not request refund checks but withhold 

excess payments from the reimbursement for subsequent patients.  In such cases, when the EOB with the 
withheld amount arrives, even if there is no check associated with it, prepare payment transfer adjustments. 

 
11. When an EOB indicates reimbursement for claims that exceed the amount of the check because of 

withholding, you may only post as payment the amount of the check. However, the other accounts need to 
be credited as if payment had been received. Use the following two examples: 
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a) Blue Cross pays $900 for Mr. Jones in January.  However, that payment should have been $600.  In 

February Blue Cross sent a check for $1,200 to pay $800 for Mrs. Smith and $700 for Mr. Brown, but 
took back the extra $300 paid for Mr. Jones. 

 
b) Record PAYMENT of $800 to Mrs. Smith’s and $700 to Mr. Brown’s accounts. Record a PAYMENT 

ADJUSTMENT (REFUND) of $300 to Mr. Jones account, using the correct transaction code. THE NET OF 
THE PAYMENT AND PAYMENT ADJUSTMENTS MUST BE ZERO 

 
c) Medicare sends an EOB but no check. The EOB indicates reimbursement of $440 for Miss Green, and 

withholds the overpayment of $440 from Miss Rouge. Even though there is no check, the payment and 
payment adjustments of $440 must be made using the Payment Transfer code. 

 
 
 
 
 
Sample Form: Request for Refund 
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 FACILITY NAME 
 
 REQUEST FOR REFUND 

Date: Amount of Refund: 
 

Reason for Refund: 
 
 
 
 
 
 
 
 

 
 
Pay to: 

Name: 

Address: 

Address: 

City, State, Zip: 

Supporting Documentation Attached: 
 
 

Date Given to Business Office Coordinator/Administrator: 

Approved by - Printed Name: 

Approval Date: 

Refund Amount: $ 

Check Number:  

Date Check Issued/Mailed:  

Signature of Person Requesting Refund: 
 

Date: 

Signature of Person Approving Refund: 
 

Date: 

Signature of Person Issuing/Sending Check: 
 

Date: 

 


