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Community Catalyst, based in Boston, Massachusetts, is a national non-profit advo-
cacy organization that builds consumer and community participation in the U.S.
health system to secure quality, affordable health care for all.  

Since its founding in 1997, Community Catalyst has worked with organization rep-
resenting disadvantaged constituencies in over 30 states to strengthen their ability to
advocate for policy and system change in health and related human services. Its
multi-disciplinary staff uses a capacity-building approach - providing community
leaders, consumer organizations, policymakers and the participating public with pol-
icy analysis and strategic support that helps them create tangible improvements in
the health of individuals, families and communities.

The The Patient Financial Assistance Act is part of Community Catalyst's
Community Benefit and Free Care Initiative.  Some of Community Catalyst's other
projects are: the Community Health Assets Project, a joint undertaking with the
West Coast Regional Office of Consumers Union, which works to preserve health
care access in a market-driven health care environment; the Prescription Access
Litigation Project, which works to lower prescription drug prices through class-
action litigation and other strategies; the Physician Diversity Project, which works
with consumers and community leaders to increase minority participation in the
physician workforce; and RealBenefits™, a program that combines the use of inno-
vative web-based technology with community outreach to improve access to crucial
public health and human services for low-income families and individuals; and the
Commonwealth Care Alliance. 

Community Catalyst's work is supported by a number of national and regional phil-
anthropies, including The Ford Foundation, the W.K. Kellogg Foundation, The
Public Welfare Foundation, The Nathan Cummings Foundation, the John D. and
Catherine T. MacArthur Foundation, the Annie E. Casey Foundation, the
Rockefeller Family Fund, Atlantic Philanthropies, the George Gund Foundation,
the Commonwealth Fund, and the Jessie B. Cox Charitable Trust. 
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IInnttrroodduuccttiioonn  &&  BBaacckkggrroouunndd

Community Catalyst is a national non-profit advocacy organization that builds con-
sumer and community participation in the shaping of the U.S. health system to
secure quality, affordable health care for all. We do this by providing a range of sup-
port - including policy and legal analysis, training, organizing, and organizational
development -- to local and state grassroots and community-based organizations that
are dedicated to improving health care access for the uninsured and other vulnera-
ble populations.

The The Patient Financial Assistance Act (Act) is an outgrowth of work Community
Catalyst began in 1999 with a number of community-based consumer organizations
around the country that are concerned about the deteriorating health care safety net
in their local communities.  A particular focus had been access to hospital care for
people who are uninsured or underinsured.  With support from Community
Catalyst, the organizations decided to test the safety net’s strength by monitoring
hospital free care practices in nine communities. The purpose was to determine
how easy it is for consumers to get information from hospitals about free care. What
the community groups found was that few of the more than 60 hospitals surveyed
had systems in place for informing people that free or reduced-price care was avail-
able.  Indeed, most of the hospitals indicated they while they would provide care,
they would bill the patient for it regardless of his or her financial circumstances.  

Hospital free care is the ultimate safety net in the United States. With more than 43
million uninsured people and a rapidly growing number of people who are underin-
sured, the need for free care has never been greater. The expectation that hospitals
will provide at least some free care to those in need arises from a number of sources.
In the case of non-profit hospitals, the obligation is rooted in their tax-exempt status.
The quid pro quo for relieving an institution of its federal, state and local tax obliga-
tions is the expectation that it will provide benefits that address the health care
needs of its broader community, and not just the patients that come through its
doors. There is also a growing expectation that for-profit hospitals will provide some
amount of free care because health care is an essential service and because they
have an obligation to contribute to the fair distribution of these services to the pub-
lic.  

A number of the organizations that undertook community monitoring projects were
able to negotiate significant improvements in local hospital free care practices. In



other cases though, there was little interest on the hospitals' part in addressing free care barriers. What
became clear is that while voluntary efforts are an important and tangible demonstration of good faith,
broader system change requires the development of uniform free care standards that apply to all hospi-
tals within a jurisdiction.  It was this realization that prompted us to develop the Act, which has three
specific objectives:  

To level the playing field by requiring all hospitals - both non-profit and for-profit -- to abide by
the same eligibility and reporting standards;  
To ensure a minimum level of access to hospital care - both inpatient and outpatient - for unin-
sured and underinsured individuals and families; and
To provide a basis for public assessment of a hospital is commitment to the health and well-
being of its local community. 

AA  KKEEYY  IISSSSUUEE
A critical issue that is not addressed in the Act but which communities, policymakers, and other stake-
holders must consider is the financing of free care. Even with uniform free care standards in place,
some hospitals will provide much more free care than others. For example, hospitals that are located
in areas with large numbers of uninsured inevitably will provide more free care than hospitals located
in affluent suburbs. In a market-based system, hospitals providing large amounts of free care are disad-
vantaged in that it's harder for them to compete for paying customers with hospitals that have fewer
free care expenses. A method for distributing the free care burden across all hospitals is essential to
preservation of a safety net. 

It is also important to acknowledge that hospitals cannot shoulder the burden of providing care to the
uninsured and underinsured by themselves. While hospitals clearly have a responsibility to deliver
some measure of free care, other parties also bear some responsibility for making sure it is available.
There must be mechanisms - including explicit cost shifting, if necessary -- for ensuring that the bur-
den of providing free care is shared equally among all stakeholders.

Increasing reliance on the marketplace to control health care costs has made it more difficult for hos-
pitals to spread the cost of caring for the uninsured across their patient populations. Private third party
payers, employers, and government have all contributed to the problem.  Employer and insurance
industry purchasing practices have reduced the subsidies that formerly helped finance hospital free
care. And state and federal government - as major purchasers of health care, formulators of public poli-
cy, and allocators of scarce public resources - have done little to create incentives or hold hospitals
accountable in connection with the provision of free care.  

There are a number of free care financing mechanisms and approaches that should be considered.
For example, public dollars such as Medicaid disproportionate share hospital (DSH) funds could be
used more effectively to encourage hospitals to provide free care and to require hospital accountability
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for funds received. Special taxes, e.g. sales, excise, provider, etc. could be levied to fund free care, and
surcharges could be imposed on the hospital bills of private third-party payers. The funds obtained
through these sources could be pooled and then redistributed.

Free care is not an adequate substitute for comprehensive health benefits. Moreover, focusing solely
on strengthening the safety net is not a sustainable strategy in the long term. But until such time as
there is universal coverage, all stakeholders will need to participate in addressing gaps in access. And
while voluntary efforts should be encouraged, a standardized approach to free care such as the one
contained in the Act, which applies to all hospitals and provides for regulatory oversight, is a more
appropriate solution for the short term.  
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SSeeccttiioonn  bbyy  SSeeccttiioonn  DDiissccuussssiioonn

What follows is a section-by-section discussion of the Act. In addition to explaining
certain provisions, this guide provides a context for some of the drafting choices.
Although each jurisdiction is unique, the purpose here is to establish a "floor" for
policymakers and other stakeholders. 

SSEECCTTIIOONN  II..  LLEEGGIISSLLAATTIIVVEE  FFIINNDDIINNGGSS  AANNDD  IINNTTEENNTT
The legislative findings and intent describe the problem the Act is intended to
address and the approach, in broad terms, which the legislature is using to address
it. Both legislative findings and intent provide context to those charged with inter-
preting the language of the Act, including regulators who are called on to administer
it and courts that may be called on to adjudicate challenges to it. This section can -
and should - be tailored to reflect the environment in the state that is considering
adopting the Act. For example, drafters may wish to include data about the number
of uninsured and underinsured within the state, or to reference a trend that has
impacted the local safety net, such as the conversion of a number of hospitals to for-
profit status or the closure of hospitals in areas that serve predominantly low-income
people.  

SSEECCTTIIOONN  IIII..    AAPPPPLLIICCAATTIIOONN
This section identifies the parties that are subject to the provisions of the Act. In this
case the parties are all hospitals as defined in Section III of the Act.

SSEECCTTIIOONN  IIIIII..    DDEEFFIINNIITTIIOONNSS
BBaadd  DDeebbtt  ((§§IIIIII  ((CC))  aanndd  FFrreeee  CCaarree  ((§§IIIIII  ((NN))))  - A definition of bad debt is included
primarily to ensure it is distinguished - and reported separately -- from free care. Bad
debt is money owed for hospital services that the hospital expects to receive but
which is never paid, typically after collection efforts have been made. A persistent
difficulty in assessing hospital free care performance has been the hospital industry
practice of combining free care and bad debt and reporting it as uncompensated
care. This figure is then used as a proxy for hospital commitment to the under-
served. In fact, most bad debt results from unpaid insurance claims rather than bills
owed by individuals, so the uncompensated care figure may more accurately gauge
the inefficiency of a hospital's collection efforts with regard to third-party payers.1

More to the point, though, is that if the amount owed by an individual is character-
ized as bad debt, collection activities will follow. As numerous recent media stories
have documented, this can lead to financial disaster for low- and moderate-income
families. 



In contrast, free care - which is also called "charity care" in some jurisdictions -- is care that an individ-
ual qualifies for based on institutional or statutory eligibility standards. The hospital does not bill
patients when it determines they meet the eligibility standards. For purposes of this Act, individuals
who satisfy the eligibility standards contained in Section IV are eligible for free care. 

CChhaarrggee  ((§§IIIIII  ((DD))  aanndd  CCoosstt  ((§§IIIIII  ((FF))  - A definition of  "Charge" is included primarily to distinguish it
from the term "Cost." These two terms reflect a fundamental market concept.  "Cost" is the amount of
money a hospital has to spend to provide a service or supply. In contrast, a "Charge" is the price the
hospital sets for a particular service or supply. The charge is the hospital's "list" - or "sticker" - price.
Inevitably, the hospital charge for a particular service or set of services is higher than the hospital's
cost. 

Hospital charges have been described as "marketing fictions designed to allow a hospital to offer sub-
stantial 'discounts.'"2 There are no legal constraints on how high hospitals set their charges. Virtually
no one pays charges though, except people who have no insurance. Private third-party payers are able
to negotiate discounts because they can guarantee hospitals a steady flow of patients. The federal and
state governments - which set Medicare and Medicaid rates, respectively - can pretty much tell hospi-
tals how much they will pay them. In contrast, the uninsured don't have anyone negotiating on their
behalf, so they end up being charged the highest rates.  

The Act uses the terms "cost" and "charge" in both the billing and the reporting context. For example,
patients who are eligible for financial assistance under Section IV of the Act are to be billed at cost for
any out-of-pocket financial responsibility. In Sections X and XI of the Act - the sections that address
hospital reporting -- hospitals generally are required to report both free care and bad debt at cost. This
is intended to ensure that the data is not inflated, which could result in a misleading picture of hospi-
tal commitment to the underserved.

CCoolllleeccttiioonn  AAccttiioonn  ((§§IIIIII  ((EE)))) - Collection actions are defined broadly to include any activity undertak-
en by a hospital, an agent of a hospital, or a purchaser of patient accounts. Recent media stories high-
light aggressive hospital collection tactics that result in substantial harm to individuals and families.3

In some cases hospitals have claimed they had no control over certain collection tactics because they
were undertaken by outside attorneys retained by the hospital, or by outside collection agencies to
which the hospital sold the account. The Act's broad definition of collection activity makes it clear
that a hospital can't evade accountability in that way. Specific requirements with respect to collection
activity are contained in Section VI of the Act. 

TThhee  DDeeppaarrttmmeenntt  ((§§IIIIII  ((HH)))) - Although we have assigned oversight responsibility for the Act to the
department of health or its equivalent, a drafter should determine whether this is the appropriate
agency within his or her own state's government agency structure. 
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HHoossppiittaall  ((§§IIIIII  ((PP)))) - "Hospital" is broadly defined both to ensure a reasonable degree of access to differ-
ent kinds of medical care and to make sure that all entities providing hospital care are covered by the
provisions of the Act. The need for free care is likely to arise in a range of contexts, including instances
where psychiatric care or rehabilitation care is medically necessary.  In many cases the individual who
needs these more specialized services is eligible for coverage through a government program, or has
private health insurance that will cover most, if not all, of the expense.  But there will be instances
when free care may be the only alternative.  To ensure that it will be available, the Act defines "hospi-
tal" to include all public and private hospitals, including psychiatric and rehabilitation facilities. It
would cover so-called "boutique" hospitals as well. If public facilities with an explicit mission to serve
the low-income and uninsured are already providing free care consistent with all the requirements of
the Act, it may be appropriate for drafters to exclude them. Such exceptions should only be made,
however, where the mission is clear and the public hospital's behavior conforms to the mission. 

MMeeddiiccaallllyy  NNeecceessssaarryy  SSeerrvviicceess  ((SSeeccttiioonn  IIIIII  ((RR)))) - The broad definition of medically necessary services is
intended to ensure that free care is not limited to a subset of services provided by the hospital, such as
emergency or outpatient services.4 The definition includes prescription drugs because they have
assumed such a central - and critical -- role in modern medical treatment. A potential issue, however,
is that patients will still be responsible for the cost of services that are provided in the hospital but not
billed for by or through the hospital. Where this is the case, hospitals should be encouraged to use
their influence (e.g. the granting of staff privileges, selective contracting with suppliers, etc.) to per-
suade these other providers to adopt the same free care policies that hospitals are subject to. 

SSEECCTTIIOONN  IIVV::  FFRREEEE  CCAARREE  EELLIIGGIIBBIILLIITTYY  CCAATTEEGGOORRIIEESS
Section IV contains the eligibility criteria for the three forms of financial assistance:  full free care, par-
tial free care, and medical hardship assistance. It recognizes the fact that the cost of hospital care is
prohibitive even for some middle-income families. The financial eligibility criteria are intended as
floors only. Drafters should ensure that financial eligibility criteria are realistic in relation to the cost
of living in their jurisdiction. The Federal Poverty Guidelines (FPG) are the same in each of the 48
contiguous states and the District of Columbia despite the fact that there are substantial variations in
the cost of living among the states.5

It is important to note that the eligibility criteria utilized here are pegged to family income rather than
the size of the hospital bill.  Some hospitals provide financial assistance to patients by reducing their
hospital bills a certain percentage, or by reducing the bill to the lowest rate the hospital has negotiated
with managed care providers.  The difficulty with this approach is that it may still result in an unrea-
sonably high bill for an uninsured or underinsured person. In a recent study of Chicago hospital rates,
uninsured patients were charged $12,240 per hospital stay on average. The comparable cost for a
patient covered by a managed care organization was $4,930.6 The typical uninsured person has an
income that is under 200% FPG - or less than $17,960 for a family of one.7 Using the Chicago data, if
the hospital offers to reduce the bill of an uninsured person with an income under 200% FPG to the
lowest rate it charges any customer,  the individual would still owe almost $5,000.  In contrast, that
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individual would be entitled to full free care under this Act.  

FFuullll  FFrreeee  CCaarree
Full free care is available to patients who are residents of the state where the law is enacted and
whose family income is equal to or less than 200% of FPG.  It is also available to non-state resi-
dents in the same income range who receive urgent care or emergency care as defined by the Act.
Eligibility for full free care is based solely on family income.  There is no asset test for either full or
partial free care because research suggests people in these income brackets have very limited
assets.8 To require documentation would be administratively burdensome for the hospital with
very little, if any, pay off. 

PPaarrttiiaall  FFrreeee  CCaarree
Partial free care is available to patients who are residents of the state where the law is enacted and
whose family income ranges from 201% to 400% of FPG.  Like full free care, partial free care is
available to non-state residents whose family income is in the 201-400% FPG range and who
receive urgent care or emergency care. Eligibility for partial free care is based solely on family
income. For reasons described above, there is no asset test. 

In contrast to eligibility for full free care though, an individual who qualifies for partial free care is
required to pay a deductible.  The deductible amount suggested here is 20% of the difference
between the patient's family income and 200% of FPG. The following example illustrates how the
deductible is arrived at:  

Once the family in the example above has incurred hospital expenses that exceed $732, it is eligi-
ble for free care. Families who are eligible for partial free care are liable for only one deductible
per year. Thus even if there are multiple hospitalizations, the family is responsible for satisfying the
deductible amount only once on an annual basis. Families may satisfy the deductible if they have
incurred medical expenses from providers other than the hospital in the same calendar year, but it
is their responsibility to document those expenses. Hospitals are not prohibited from initiating col-
lection actions in connection with the deductible. 

MMeeddiiccaall  HHaarrddsshhiipp  AAssssiissttaannccee
Medical hardship assistance is available to patients who do not qualify for full or partial free care.
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c
A family of three has an annual family income of $35,000.
Two hundred percent of the Federal Poverty Guidelines (FPG) for a family of three is
$31,340.
$35,000 (family income) - $31,3409 (200% FPG for a family of 3) = $3,660
$3,660 x 20% = $732 annual family deductible



This category of relief is targeted to families with incomes above 400% of FPG who've incurred medical bills
in amounts that threaten family financial stability. To qualify for medical hardship assistance, family medical
bills must exceed 25% of family income for the calendar year, and family assets must be insufficient to cover
the amount. Thus, in contrast to eligibility requirements for full or partial free care, an asset test is used in
determining eligibility for medical hardship assistance. This is because there's a greater likelihood that other
assets are available at the higher income levels that trigger eligibility for medical hardship assistance. In order,
however, to ensure that a family is left with some cushion, certain assets are excluded. For example, the pri-
mary home and primary motor vehicle are excluded. Burial contracts and a certain amount of life insurance
and retirement assets are excluded.  Finally, there is a general exclusion for $4,000 of other assets for an indi-
vidual, $6,000 for a two-person family, and $1,500 of other assets for each additional family member.
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Mr. and Mrs. Smith and their 10-year old son do not have health insurance. Mrs.
Smith has breast cancer.
The family income is $65,000, which is above 400% FPG (or $62,680).
Medical bills for Mrs. Smith's treatment during the calendar year are $20,000.
Do medical bills exceed 25% of family income?  Yes -- $65,000 x 25% = $16,250.
Excess medical expenses = $3,750 ($20,000 - $16,250 = $3,750)
Are there available assets? Yes -- $8,000 in the son's college savings account.
Are any of those savings excluded in the calculation? Yes.  The law excludes
$7,500 of the $8,000.
Available assets = $500.
Do available assets ($500) exceed the excess medical expenses ($3,750)? No.

J
L

Eligibility is determined through a two-step process. First, the hospital determines whether medical bills
exceed 25% of family income.  If they do, then family assets - with some exclusions -- are evaluated. If avail-
able assets cover the "gap" between a family's medical bills and 25% of family income, then medical hardship
assistance is not available.  If a gap remains, then medical hardship assistance is available to the extent of the
gap.  

Just as there is a deductible for families that qualify for partial free care, there is a medical hardship assistance
contribution.  The medical hardship contribution is equal to 25% of the patient's family income plus any
available assets. The family is not required to pay hospital expenses beyond this amount. The following exam-
ple illustrates the eligibility determination process for medical hardship assistance:



BBiilllliinngg  ooff  UUnniinnssuurreedd  aanndd  UUnnddeerriinnssuurreedd  PPaattiieennttss  WWhhoo  DDoo  NNoott  QQuuaalliiffyy  FFoorr  FFrreeee  CCaarree
The final feature in Section IV of the Act is intended to provide some degree of financial protection to
families that are ineligible for any category of free care but who nevertheless are faced with substantial
hospital bills. It provides that families with incomes up to 500% of FPG shall be billed by the hospital
at cost, not at the hospital's charges.  This provision addresses the often substantial difference between
hospital costs and hospital charges that is described above. An alternative to billing at cost might be to
bill at the lowest rate charged by the hospital to public and private purchasers, although this rate could
be higher than the hospital's cost. Eligibility for this favorable billing treatment is capped because
there may be uninsured or underinsured people who have substantial resources who can afford to pay
charges. 

SSEECCTTIIOONN  VV::  EELLIIGGIIBBIILLIITTYY  PPRROOCCEESSSS
This Section outlines the process hospitals must use to identify those eligible for free care. When a
patient presents for hospital care and either requests free care or otherwise indicates that he or she is
uninsured or underinsured, the hospital must screen the person to see if he or she either qualifies for -
or is already enrolled in -- any type of public or private coverage program. This section places an affir-
mative duty on the hospital to identify other potential coverage sources once it has any information
that a patient may require assistance. Both recent media coverage and the experience of community
members who participated in monitoring local hospitals suggest that hospitals often don’t do any sort
of screening. The result has been that many uninsured and underinsured people don't find out they
may be eligible for assistance until they are well into --- or even after -- the collection process. And
sometimes it turns out that an individual is already enrolled in a coverage program although he or she
may not realize that. 

If the hospital determines that a patient may be eligible for some other coverage program, it is
required to encourage the patient to apply, and it is required to assist the patient in the application
process.  However a refusal on the part of a patient to apply for another coverage program does not dis-
qualify the person from applying for - or receiving - free care if otherwise eligible.  This is because peo-
ple sometimes have legitimate concerns (e.g. immigration status, privacy concerns related to domestic
violence, etc.) about the application process for government programs.  

A goal of the Act is to make the free care application process uniform across all hospitals. An impor-
tant aspect of that is to require hospitals to use a standard application form developed by the adminis-
tering agency. And because of rapidly changing demographics, it is important that the application
form be available in languages that are spoken by substantial numbers of people in the state. It is more
efficient for the state agency to undertake this task than for each individual hospital to do so. 

The administering agency is also responsible for specifying the forms of documentation that applicants
need to verify state residency, income, and, for purposes of medical hardship assistance, family assets.
The Act provides, however, that documentation requirements may not function as a barrier to free
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care.  Thus when no other documentation is available, the agency shall require hospitals to accept affi-
davits from the applicant.  In addition, applicants for free care are not required to provide social securi-
ty numbers. This provision is included to ensure that undocumented immigrants are not deterred from
seeking necessary medical care.  

The section requires hospitals to make free care eligibility determinations no more than 14 days after
they receive a completed application.  The time frame reflects an attempt to balance the administra-
tive demands on hospitals with the need of the patient to know that he or she has a safety net. Once a
person or family is approved for free care, eligibility extends for one year from the effective date, unless
there are changes to family income or insurance status which the make the person or family ineligible.  

SSEECCTTIIOONN  VVII::    CCOOLLLLEECCTTIIOONN  AACCTTIIOONN
The purpose of this section is to preserve the right of hospitals to pursue payment for their services
where appropriate, while at the same time protecting health care consumers from certain types of col-
lection practices. As mentioned earlier, the financial consequences of some hospital billing and collec-
tion practices on individuals and families have been well-documented in recent media coverage.10

This section sets minimum standards for hospital collection policies, and it requires that each hospital
make its policy available to the public. It also requires hospitals to ensure that the same collection poli-
cy standards are adopted by any entity the hospital contracts with, sells an account to, or otherwise uti-
lizes in the collection process.

Some of the recent media stories on hospital collection practices suggest that hospital leadership often
is unaware of the types of collection activities its own facilities are engaged in.  This section of the Act
is intended to address that information gap by requiring governing board participation in some collec-
tion-related matters.  This ensures accountability at the highest levels of hospital leadership and gover-
nance. For example, hospital governing boards are required to review and approve collection policies
as well as the hiring of outside collection agents.  In addition, the governing board's express approval is
required for some of the more financially harmful types of collection actions. They include: any action
to place a lien on or foreclose on property, any wage garnishment, and any attachment of a bank
account or other personal property belonging to the patient or the person who is responsible for a
patient's bill.  

This section also requires that notices of collection actions be provided in languages that are spoken by
significant numbers of people who live within the hospital's service area. It is important to ensure that
non-English speaking individuals and families who owe a hospital money are aware of what is happen-
ing and are able to seek financial assistance or negotiate a reasonable payment plan before the collec-
tion process has gone too far.

The section also exempts from collection actions individuals who are eligible for government assis-
tance or free care, and those who have pending applications for the same. And if a collection action is
initiated and the person subsequently is found to be eligible for free care, the hospital is required to
refund any money the individual may already have paid. It must also take immediate steps to correct
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any adverse information reported to a credit rating agency. 

Finally, this section addresses bill payment plans.  A persistent problem reported by those who owe
hospitals money is pressure from the hospital to enter into payment arrangements that are unrealistic
in light of income and expenses. Often this pressure is applied before the hospital has made any deter-
mination regarding eligibility for financial assistance. Sometimes, however, it is applied after eligibility
is clear. This section provides that a hospital may offer payment plans only after it has determined that
an individual is not eligible for free care.  It also requires hospitals to enter into reasonable payment
arrangements - i.e. arrangements that take into account the patient's income and other financial obli-
gations.  Interest rates on payment plans are limited to 3% per annum or the Consumer Price Index,
whichever is lower. The limit on interest rates reflects the fact that medical bills are a special type of
consumer debt.  Generally, people get sick or need medical treatment through no fault of their own.
They should not be charged exorbitant interest rates for debts they don't undertake voluntarily.
Finally, hospitals are required to provide general information on the difference between the interest
rate it charges in connection with a payment plan and the rate charged by credit care companies and
banks that finance consumer debt.  Hospitals increasingly are encouraging people to put their hospital
bills on their credit cards. The hospital receives its payment promptly, but the consumer sees his or her
medical debt expand very quickly. This provision is intended to let consumers make informed deci-
sions with respect to bill payment method.

SSEECCTTIIOONN  VVIIII..    PPAATTIIEENNTT  RRIIGGHHTTSS  AANNDD  RREESSPPOONNSSIIBBIILLIITTIIEESS
This section specifies patients' rights and corresponding responsibilities in connection with requests for
financial assistance.  It acknowledges that while patients have a right to expect certain hospital actions,
there also are reciprocal responsibilities which reflect, in part, the need to ensure that free care
resources are targeted appropriately. For example, it's the patient's responsibility to provide all neces-
sary documentation and to inform the hospital of any change in income or coverage status. 

SSEECCTTIIOONN  VVIIIIII..    GGRRIIEEVVAANNCCEE  AANNDD  AAPPPPEEAALL
This section provides a mechanism for appealing a hospital's decision to deny financial assistance. An
appeal process is necessary because the consequences of medical debt can be devastating to individual
and family well-being. In this two step process, the first forum is the Department.  Complaints need to
be in writing, and hospital responses must also be in writing.  The Department has the authority -
based on the information provided to it by the parties - to uphold, reverse, or modify a hospital deci-
sion on a free care application.  If either party is unhappy with the Department's determination, it can
appeal the decision to court through the state's administrative procedures act.  

SSEECCTTIIOONN  IIXX..    NNOOTTIIFFIICCAATTIIOONN
Two persistent problems identified by community organizations that monitored local hospitals are (1)
the failure of hospitals to publicize the availability of free care, and (2) the failure of hospitals to train
staff to provide information and assistance with respect to the hospital's free care policies and proce-
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dures. The goal of this section is to ensure that patients have meaningful opportunities at multiple
points along the admission, treatment, billing and collection continuum to learn about --and apply for
-- free care. In addition to posting signs and providing notices to patients, the section also requires hos-
pitals to train staff about free care. Finally, this section also requires hospitals to publicize the availabil-
ity of free care within the broader community.  Because research suggests that some people avoid seek-
ing care altogether if they think they will incur medical debt, it is important to publicize the availabili-
ty of free care outside of the hospital since some people may never make it through the hospital doors
in the first place.11

SSEECCTTIIOONN  XX..    RREEPPOORRTTIINNGG
This section requires hospitals to report certain data to the agency that administers the Act.  The data
allow the agency to assess individual hospital compliance with the Act.  They also allow the agency to
identify any patterns in hospital action on free care applications that might suggest the existence of
inappropriate barriers or improper diversion of uninsured and underinsured patients. Moreover, the
data will allow for meaningful comparisons of the provision of free care among hospitals.  For exam-
ple, it requires hospitals to differentiate between free care and bad debt and to report both of those fig-
ures at cost - as opposed to charges. It also requires them to report the sum of their net patient service
revenue plus investment income. When the Department compares the amount of free care provided
to this latter figure and reports the data as it is required to do in Section XI, it will be possible for the
public to get a sense of each hospital's free care performance relative to its revenue. This will allow for
an "apples to apples" comparison among hospitals. 

The reporting requirements are also intended to elicit information from hospitals on the amount of
funds they receive - or otherwise have access to - for the purpose of subsidizing their free care expens-
es.  Specifically, hospitals are required to report the amount of funds they receive through the federal
Medicare and Medicaid "disproportionate share hospital" programs which are programs that provide
additional funds to hospitals that serve significant numbers of low-income patients. Hospitals are also
required to report information on the amount of philanthropic funds - called "hospital bed funds" in
some places - that are earmarked to defray the hospital expenses of patients who don't have the
resources to pay their hospital bills. 

Finally, the data provided by hospitals has valuable ancillary uses. It could, for example, inform policy-
makers about the health access environment in the state.  If free care expenses are significant, it might
suggest that the state's Medicaid program is too limited, or that there are insufficient primary care sites.  

SSEECCTTIIOONN  XXII..    RREEGGUULLAATTOORRYY  OOVVEERRSSIIGGHHTT
This section outlines the duties of the agency charged with administration and enforcement of the Act.
A critical issue identified through the free care monitoring work and by other advocates is the lack of
easily interpreted public information on hospital free care performance. Thus in addition to ensuring
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overall compliance with the Act, a critical agency function is to issue an annual report that specifies
the amount of free care provided in the prior year by each hospital, in a way that allows for the com-
parison among hospitals described above. With the exception of a few states that impose community
benefit reporting requirements, hospitals typically have not been compelled to provide free care infor-
mation in a manner or format that is easy for the public to make sense of. This section addresses that
critical shortcoming. A potential result of making this information publicly available is the establish-
ment of a dialogue between the hospitals and their communities on free care and other local health
access concerns.  This kind of engagement offers the opportunity for each side to identify issues of
importance and concern, and provides a mechanism for the groups to work together toward solutions
that are mutually beneficial.     

SSEECCTTIIOONN  XXIIII..    PPEENNAALLTTIIEESS
This section provides the administering agency with some clout in ensuring hospital compliance with
the Act's provisions.  If a hospital refuses to comply with provisions of the Act, the administering
agency may impose a monetary penalty of not less than $1,000 for each failure to comply. 

SSEECCTTIIOONN  XXIIIIII..    PPRRIIVVAATTEE  RRIIGGHHTT  OOFF  AACCTTIIOONN
This section provides a remedy to individuals and families that suffer harm as a result of a hospital's
failure to comply with a provision of the Act. As discussed previously, there is substantial documenta-
tion of the harm - both medical and financial -- that low- and moderate income individuals and fami-
lies can suffer when free care is not readily available. This section is intended to serve as an additional
incentive for hospital compliance with the Act as well as a form of redress for individuals who suffer
harm that is attributable to non-compliance.

SSEECCTTIIOONN  XXIIVV..    SSEEVVEERRAABBIILLIITTYY
This section ensures that if for any reason any portion of the Act is found invalid or unconstitutional,
the rest of the Act remains effective. It is a standard provision in most legislation. 
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