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Vermonters' Stories about Medical Debt

“We have a lot of bills. Medical debt makes everything very difficult. 
There should be more help for seniors and the sick.”

-Age 65+, Washington County, Insured

https://vtmedicaldebt.herokuapp.com/
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Why focus on the ratio of free care to bad debt?

 Free care and bad debt are 
treated the same on the books 
(deductions from gross patient 
care revenue).

 Although they are the same on 
the books, Vermonters avoid 
care because fear of medical 
debt, medical debt can ruin 
Vermonters lives.

 Since free care and bad debt are 
treated the same on the books, 
changing the ratio has no 
impact on hospital finances.

 Based on 2022 actuals, shifting 
to a 1:1 ratio results in $32M 
reduction to bad debt.

Source: GMCB-Reported Financials
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A Historical Vermont Hospital System Look

Source: GMCB-Reported Financials
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but there is a lot of variation
between hospitals...

Source: GMCB-Reported Financials
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Act 119: 
Moving to a Statewide Minimum Standard 

for Hospital Free Care Policies
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Background & Legislative History 

 H.287 (Act 119) - An act relating to patient financial 
assistance policies and medical debt protection
 Signed by Governor Scott: May 19, 2022  
 Effective Date: July 1, 2024

 Act 119 fixed differences in financial assistance policies:  
 Contents and application; 
 Income eligibility limits;
 Resource limits; 
 Hospital Service Area (regional) eligibility; 
 How to count income.
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General Requirements of Act 119
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Income Eligibility

 Free Care: Income at or below 250% FPL = 100% discount
 Low-Cost Care: Income from 251% to 400% FPL = minimum of 40% discount

Note: For uninsured patients, the discount is taken off the amount generally billed. For 
insured patients, the amount is taken off their out-of-pocket costs. 18 V.S.A. § 9482 
(b)(2)(A-D)

Current Landscape

• 5 out of 15 hospitals meet 
the free care requirement

 
• 7 out of 15 hospitals meet 

or exceed the low-cost 
care requirement

Household 
Size 250% FPL 400% FPL

1 $37,650 $60,240
2 $51,100 $81,760
3 $64,550 $103,280
4 $78,000 $124,800

https://legislature.vermont.gov/statutes/section/18/221/09482
https://legislature.vermont.gov/statutes/section/18/221/09482
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Catastrophic Assistance

Catastrophic Assistance: Income at or below 600% FPL and total medical bills exceed 20% 
of household income = Reduce the bill to 20% of household income. 18 V.S.A. § 9482 
(b)(2)(E)

Example

Household size: 3 (Shelly, spouse, and child) 
Household income: $129,100 (500% FPL)
Total owed: $37,000  
Percent of household income owed: 28.7%

Shelly is over-income for free or low-cost care, but she qualifies for 
catastrophic assistance because her household income is less than 600% FPL 
and she owes the hospital more than 20% of her income. The total owed 
should be reduced to $25,820 which is 20% of her annual income. 

https://legislature.vermont.gov/statutes/section/18/221/09482
https://legislature.vermont.gov/statutes/section/18/221/09482
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Resource Eligibility

 Resource test is optional
 Applies to liquid assets only
 Liquid assets shall not include: 

primary home, 401(k) or other 
retirement accounts, pension plans. 

 The hospital cannot consider liquid 
assets less than the dollar amount 
equal to 400% FPL for the applicant’s 
household size in the year services were 
delivered. 18 V.S.A. § 9483 (b)(4)(A-B)

Example

Household size: 4
Liquid asset limit: $124,800 (400% 
FPL for household size)

Juan and his spouse have $50,000 in 
combined checking and savings 
accounts. His liquid assets are less 
than 400% FPL for his household size 
so the hospital cannot deny financial 
assistance on this basis.

https://legislature.vermont.gov/statutes/section/18/221/09483
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Residency Test

 Hospitals can require an applicant to be a Vermont resident. 

 “Vermont resident” includes students, people who are employed in 
Vermont, undocumented immigrants, people living in Vermont but 
who lack stable housing, etc. 18 V.S.A. § 9481 (12) 

 Hospitals cannot impose requirements regarding the duration of a 
patient’s status as a Vermont resident. 18 V.S.A. § 9482 (d)

https://legislature.vermont.gov/statutes/section/18/221/09481
https://legislature.vermont.gov/statutes/section/18/221/09482
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Non-Discrimination

A large health care facility shall not discriminate on the basis of 
race, color, sex, sexual orientation, gender identity, marital status, 
religion, ancestry, national origin, citizenship, immigration status, 

primary language, disability, medical condition, or genetic 
information in its provision of financial assistance or in the 

implementation of its financial assistance policy. 

18 V.S.A. § 9483 (e)

https://legislature.vermont.gov/statutes/section/18/221/09483
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Public Education & Information

 Easily accessible online through website and patient portal 
 Paper copies upon request free of charge by mail and in-person:
 Patient reception and admissions areas 
 Patient billing locations
 Financial assistance / services locations

 Oral and written translations upon request
 Conspicuous display (notice of and information about FAP): 
 Patient reception and admissions areas 
 Patient billing locations
 Financial assistance / services locations

 Defined at: 18 V.S.A. § 9484

https://legislature.vermont.gov/statutes/section/18/221/09484
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Public Education & Information (cont’d)

 Community notification / outreach: 
 Hospitals must notify “the community served by the facility about the financial 

assistance policy in a manner reasonably calculated to reach the members of 
the community who are most likely to need financial assistance, including 
members who are non-native English speakers, provided that these efforts 
shall be commensurate with the facility’s size and income. 18 V.S.A. § 9484 
(a)(4)

 Direct notification of patients: 
 Paper copy during “patient’s first visit or, in the case of a hospital, during the 

intake and discharge processes”
 Include “conspicuous written notice on billing statements”
 All written and oral attempts to collect a debt by a medical creditor or medical 

det collector must include information about FAP 

https://legislature.vermont.gov/statutes/section/18/221/09484
https://legislature.vermont.gov/statutes/section/18/221/09484
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Plain Language Summary

 Section 501(r)(4) of the Internal 
Revenue Code – requirement for 
tax exempt hospitals 

 18 V.S.A. § 9482(b)(3)(G) – 
requirement for all large health 
care facilities

 Act 119, Sec. 2 (enacted May 19, 
2022) – requirement to submit 
plain language summary to the 
Green Mountain Care Board as 
part of the fiscal year 2025 
hospital budget review process.
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Before Seeking Payment

Hospitals must… 

 Determine if patient has insurance or other coverage;
 Offer to help patients apply for public programs, health 

insurance, or private programs that could lower their costs;
 Use information the hospital already has to see if patient 

qualifies for financial assistance;  
 Offer information about hospital financial assistance and help 

applying. 

Defined at: 18 V.S.A. § 9483(a)(1)-(5)

https://legislature.vermont.gov/statutes/section/18/221/09483
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Medical Debt

Hospitals cannot sell medical debt. 
18 V.S.A. § 9485

If a patient qualifies for financial assistance… 
 Must offer a payment plan;
 Cannot require payments in excess of 5% 

of the household’s gross monthly income; 
 No prepayment or early payment 

penalties or fees; 
 No interest on debt owed. 

18 V.S.A. § 9483 (d)(1-2) 

Must include information about financial 
assistance with all oral and written attempts 
to collect a debt. 18 V.S.A. § 9484 (c)

Example

Household size: 1
Household income: $41,415/year or 
$3,451/month (275% FPL)
Max payment: $172.55/month 
(5% of monthly income)  

Abby does not qualify for free care 
but is granted a 60% discount based 
on her FPL. After the discount, she 
still owes $1,500.00 to the hospital. 
The hospital or medical debt 
collector must offer her a payment 
plan and payments cannot be more 
than $172.55/month.

https://legislature.vermont.gov/statutes/section/18/221/09485
https://legislature.vermont.gov/statutes/section/18/221/09483
https://legislature.vermont.gov/statutes/section/18/221/09484
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Complaints

Patients may file complaints about the hospital’s patient financial 
assistance program with the Vermont Attorney General’s Office. 

18 V.S.A. § 9487

https://legislature.vermont.gov/statutes/section/18/221/09487
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HCA Resources & Support for Hospitals

Introduction (July 2023) 
 Overview of the law, forthcoming resources 

Part 1: Review and update your financial assistance policy (Oct. 2023)
 Act 119 requirements checklist, model FAP template that complies with Act 119

Part 2: Update your public education plan & plain language summary (Jan. 2024)
 Public education requirements & ideas for implementation, Plain Language 

Summary template 

Part 3: Implementation (April 2024)
 Letter templates (approved, denied, need more information), poster & social 

media templates, guides for staff who process applications 
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Discussion
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Appendix A: Act 119 Requirements – 
Additional Information 
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Vermont Statutes Annotated

Title 18: Health
Chapter 221: Health Care Administration
Subchapter 10: Patient Financial Assistance

§ 9481. Definitions
§ 9482. Financial assistance policies for large health care facilities
§ 9483. Implementation of financial assistance policy
§ 9484. Public education and information
§ 9485. Prohibition on sale of medical debt
§ 9486. Prohibition of waiver of rights
§ 9487. Enforcement

https://legislature.vermont.gov/statutes/section/18/221/09481
https://legislature.vermont.gov/statutes/section/18/221/09482
https://legislature.vermont.gov/statutes/section/18/221/09483
https://legislature.vermont.gov/statutes/section/18/221/09484
https://legislature.vermont.gov/statutes/section/18/221/09485
https://legislature.vermont.gov/statutes/section/18/221/09486
https://legislature.vermont.gov/statutes/section/18/221/09487
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Household Income & Size

 “Household income” means income calculated in accordance with the financial 
methodologies for determining financial eligibility for advance premium tax credits 
under 26 C.F.R. § 1.36B-2, including the method used to calculate household size, with 
the following modifications…” 18 V.S.A. § 9481(5) 

 Modified adjusted gross income or “MAGI” 26 CFR §1.36B-1(e)(1) - (2)

“Modified adjusted gross income is the adjusted gross 
income on your federal income tax return plus any excluded 
foreign income, nontaxable Social Security benefits 
(including tier 1 railroad retirement benefits), and tax-
exempt interest received or accrued during the taxable year. 
It does not include Supplemental Security Income (SSI).”

IRS Fact Sheet: Questions and Answers on the Premium Tax 
Credit

Resource by UC Berkeley Labor Center

https://legislature.vermont.gov/statutes/section/18/221/09481
https://www.law.cornell.edu/cfr/text/26/1.36B-1
https://www.irs.gov/pub/taxpros/fs-2022-13.pdf
https://www.irs.gov/pub/taxpros/fs-2022-13.pdf
https://laborcenter.berkeley.edu/wp-content/uploads/2021/03/2021-03-MAGI-Summary.pdf
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“with the following modifications”

(A) domestic partners, and any individual who is considered a 
dependent of either partner for federal income tax purposes, shall 
be treated as members of the same household;

(B) married individuals who file federal income tax returns separately 
but could file jointly, and any individual who is considered a 
dependent of one or both spouses for federal income tax purposes, 
shall be treated as members of the same household;

(C) married individuals who are living separately while their divorce is 
pending shall not be treated as members of the same household, 
regardless of whether they are filing federal income tax returns 
jointly or separately; and

(D) household income for individuals who are not required to file a 
federal income tax return, and for undocumented immigrants who 
have not filed a federal income tax return, shall be calculated as if 
they had filed a federal income tax return.



Office of the Health Care Advocate

Documentation

Income: 
 Hospitals can ask patients to submit a recent federal or state income tax return.
 Hospitals must give patients the option to submit paystubs, proof of public assistance, 

or any documentation accepted by the Dept. of Vermont Health Access (DVHA) 
instead of or in addition to a tax return.

 Undocumented immigrants can submit other documentation, like a profit and loss 
statement. Hospitals cannot require any other type of income documentation. 

 Defined at: 18 V.S.A. § 9483 (b)(1-3)

Residency: Act 119 is silent on proof of residency.
 HCA recommends that hospitals follow the example set by Vermont Health Connect 

on the 205ALLMED application. The applicant’s signature is considered sufficient 
attestation that they meet the residency requirement. 

https://legislature.vermont.gov/statutes/section/18/221/09483
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Covered Services

Financial assistance must apply, at a minimum, to all emergency and medically necessary 
care. 18 V.S.A. § 9482 (b)(1)

“Medically necessary health care services” means health care services, including diagnostic testing, preventive services, 
and after care, that are appropriate to the patient’s diagnosis or condition in terms of type, amount, frequency, level, 
setting, and duration. Medically necessary care must:
(A) be informed by generally accepted medical or scientific evidence and be consistent with generally accepted practice 
parameters as recognized by health care professions in the same specialties as typically provide the procedure or 
treatment, or diagnose or manage the medical condition;
(B) be informed by the unique needs of each individual patient and each presenting situation; and
(C) meet one or more of the following criteria:
(i) help restore or maintain the patient’s health;
(ii) prevent deterioration of or palliate the patient’s condition; or
(iii) prevent the reasonably likely onset of a health problem or detect an incipient problem.
18 V.S.A. § 9481(10) 

“Health Care Services” means services for the diagnosis, prevention, treatment, cure, or relief of a physical, dental, 
behavioral, or mental health condition or substance use disorder, including procedures, products, devices, and medications. 
18 V.S.A. § 9481(4) 

https://legislature.vermont.gov/statutes/section/18/221/09482
https://legislature.vermont.gov/statutes/section/18/221/09481
https://legislature.vermont.gov/statutes/section/18/221/09481
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Policy Elements

Must be written and include:
• eligibility criteria 
• basis for calculating amounts charged 
• method / process for applying for assistance 
• steps hospital will take to determine eligibility 
• the billing and collections policy (including actions they may take 

in event of non-payment)
• appeals process
• a plain language summary of the policy 

Defined at: 18 V.S.A. § 9482 (b)(3)(A-G)

https://legislature.vermont.gov/statutes/section/18/221/09482
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Procedural Requirements

Hospitals must…  

• Review and approve the policy at minimum, every 3 years. 
• Respond to an application in writing within 30 days of receipt 

with approval, denial, or information about what is missing.
• Allow patients to appeal a financial assistance decision within 60 

days of receipt of the facility’s decision.
• Respond to an appeal with a written decision within 60 days. 

Defined at: 18 V.S.A. § 9482 (c), 18 V.S.A. § 9483 (c)(1-3)

https://legislature.vermont.gov/statutes/section/18/221/09482
https://legislature.vermont.gov/statutes/section/18/221/09483
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Appendix B: Additional Data
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Free Care  - Bad Debt Ratio

Source: GMCB-Reported Financials
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Free Care  - Bad Debt Ratio

Source: GMCB-Reported Financials
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