You never plan for a crash to turn into a lesson in healthcare finance. Yet for most injured people, the bills start
arriving before the cast comes off. An ambulance ride here, an emergency room there, a few weeks of physical
therapy, and suddenly your mailbox is a stack of statements and explanations of benefits. That is where the quiet
forces of medical liens and subrogation step in. Handle them well and you preserve more of your settlement.

Handle them poorly and you can lose thousands, or risk a surprise collections letter months after a case closes.

| write this from the vantage point of a practitioner who has negotiated with hospitals, health plans, and
government programs for years. Liens and subrogation are not just legal terms, they are leverage points that
shape the net recovery in a personal injury case. When you know how they work, you can plan your treatment

and your case strategy with fewer bad surprises.

What medical liens and subrogation actually mean

A medical lien is a legal right held by a provider or insurer to be paid from a settlement or judgment before you
receive your money. Subrogation is the related right of an insurer that has paid your medical bills to be
reimbursed from the at-fault party’s payment to you. In simple terms, liens attach to the recovery itself, while
subrogation asserts a claim against whoever caused the harm or, practically, against your settlement with that

party’s insurer.

They often travel together, and they feel the same to a client who just wants to be done with the case. The
mechanics matter though, because the type of lien or subrogation claim dictates what must be repaid, what can

be reduced, and who has priority if the money is not enough to satisfy everyone.

Who gets to claim a piece of your settlement

Different payers show up at different times:

* Hospitals and trauma centers often assert statutory hospital liens for emergency treatment.

® Private health plans assert contractual subrogation or reimbursement rights.

* Medicare and Medicare Advantage plans claim conditional payment reimbursement under federal law.
* Medicaid programs assert statutory liens that must follow specific allocation rules.

® Tricare and VA healthcare systems claim reimbursement under federal statutes.

* Auto insurance medical payments, PIP, or workers' compensation carriers assert subrogation where state law

allows.

That is the sweep. The details vary by state and plan, and that is where a car accident lawyer earns a client’s trust,

by converting that list into a prioritized action plan.

How these claims attach to a recovery

Most hospital liens arise by statute. The hospital must follow the steps your state requires, like filing and serving a
notice of lien within a set number of days after treatment, and properly identifying the patient, provider, and
accident. Many statutes cap what the lien can cover, for example limiting it to Auto Accident Lawyer emergency
care or to a percentage of the recovery. If the hospital misses a step, the lien can be invalid, but that does not

always erase the underlying bill. It just removes the special priority from the settlement.
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Health insurers rely on the language of their plans. Employer self-funded ERISA plans often have broad
reimbursement language and powerful federal preemption that cuts through many state protections. Fully insured
plans, the kind a person buys on the marketplace, are more vulnerable to state limits. Government programs like
Medicare and Medicaid use federal and state statutes that give them direct rights against the settlement and, in
Medicare’s case, give the program a priority claim that can make closing a case impossible until Medicare's

demand is resolved.

A story from the trenches

A client, mid-40s, rear-ended at a stoplight, needed a cervical fusion. Total medical charges were north of 230,000
dollars. The auto liability limits were 100,000 dollars. Her employer’s self-funded plan had paid 74,000 dollars at its
negotiated rates and sought full reimbursement. Without careful work, that would have consumed the entire

settlement after fees and costs, leaving the client with little or nothing for lost wages or pain.

We attacked the problem on three fronts. First, we confirmed the plan was truly self-funded and not insured,
which preserved ERISA preemption but mattered for the next step. Second, we asserted the common fund
doctrine to reduce the plan’s claim proportionally by procurement costs, cutting it by roughly a third. Third, we
built a detailed hardship narrative backed by documented household expenses and the surgeon’s note about
permanent limitations. After three months of back-and-forth, the plan agreed to a 50 percent reduction from its
net claim after attorney fee offsets. We also negotiated with the hospital to withdraw its statutory lien in favor of
accepting its health plan payment, based on documentation that the plan had a valid coordination-of-benefits
provision. The client left with enough to fund future therapy and pay down debt. The legal work was not

glamorous, but it made the difference.

Insurance types and how each behaves
Health coverage is not monolithic. Each category has distinct rules.

Private health plans. The plan document governs. If Click here it is an ERISA self-funded plan, federal law usually
preempts state anti-subrogation statutes and made-whole rules, unless the plan’s language is weak or ambiguous.
If the plan is fully insured, state law can limit or even bar reimbursement. The plan may claim repayment on every

paid charge related to the crash, not just the initial ER visit.

Medicare. Under the Medicare Secondary Payer law, Medicare has a statutory right to recover any conditional
payments it made for accident-related care. You must report the claim, verify payments, and get a final demand
before disbursing settlement funds. Medicare applies procurement cost reductions but rarely grants hardship
reductions. Medicare Advantage plans act like private plans, but many courts still recognize a statutory recovery
right.

Medicaid. States must recover from third parties, but the Supreme Court has limited Medicaid's reach to the
portion of a settlement allocated to medical expenses. In practice, you need a good-faith allocation or a court
order if the insurer will not stipulate to one. Medicaid often honors procurement cost reductions and may consider
hardship.

Hospital and provider liens. These are powerful when the hospital follows the statute precisely. They can still be
negotiated, particularly where the billed charges are multiples of what insurance would have paid, or where the lien
would consume an unfair share of the settlement.

Auto med pay and PIP. These pay quickly and without regard to fault. Some states allow the auto insurer to seek

reimbursement from the at-fault carrier or your settlement, others bar it. Where allowed, med pay subrogation
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often sits behind health insurers in priority or must be reduced by procurement costs.

Workers' compensation. When a crash happens on the job, the comp carrier gets a statutory lien, often with
formulas that share any third-party recovery and credit future benefits. These are math heavy but predictable if

you know the statute.

VA and Tricare. These programs demand reimbursement and can pause benefits over unresolved claims. They
respond to detailed itemization requests and procurement cost offsets, but they do not typically grant hardship

reductions.

Priority and order of payment

When the settlement will not pay everyone in full, the order matters. Federal programs, like Medicare and
Medicaid, sit high in the pecking order. Valid statutory hospital liens can come next, depending on state law.
Private health plans claim whatever their contract grants, but even strong plans typically accept reductions for

attorney fees. Auto med pay subrogation may come last or be barred altogether by statute.

This is not a perfect ladder. States split on whether a hospital lien can trump a health plan’s contractual recovery or
whether a plan can force a hospital to accept its discounted payment. The safe move is to analyze your state’s lien
statutes, then map every claimant and test their paperwork. | have cleared more than one case by finding a missed

notice deadline in a hospital lien or an ERISA plan that turned out to be insured rather than self-funded.

Doctrines that move numbers: made-whole and common fund

Two doctrines often change the math. The made-whole doctrine means an insurer cannot take reimbursement
until the insured is made whole for all losses, including pain, lost wages, and future care, unless the contract clearly
overrides it. Some states favor this rule, others let clear plan language trump it. | have seen it cut a health plan

claim in half when policy language was silent or vague.

The common fund doctrine allows reduction of a lienholder’s claim to reflect the attorney's effort in creating the
settlement. If your lawyer spent two years litigating, a lien claimant should not get a free ride. Many programs,
including Medicare, formalize this as a procurement cost reduction, effectively reducing the lien by the same

percentage as your attorney fee. Plans sometimes fight this, but most courts expect them to share.

How numbers get calculated in the real world

The starting bill is not the finishing bill. Billed hospital charges can be three to five times what private plans pay. If
a provider asserts a lien for its full billed charges, ask for an itemized statement, proof of statutory compliance, and
the provider's usual and customary payments from major payers. In negotiations, | compare the lien to the
highest in-network allowable for that market. A hospital that wants 80,000 dollars may accept 28,000 dollars once

faced with the payor mix data and a limited settlement.

For health plans, the paid amount, not the billed amount, is the usual ceiling. Many plans begin at 100 percent
reimbursement, then accept a one-third reduction for attorney fees, then consider a further cut for hardship,
policy ambiguity, or the risk that a made-whole argument could win in your venue. There is less magic than
method: you show the plan the collision between its rights and the client’s reality, and then you propose a fair

split.

The Medicare and Medicaid specifics that trip people up



Medicare. You cannot disburse settlement funds until you resolve Medicare's conditional payments. Start early
with a Section 111 report and request a payment summary form to verify what Medicare paid. Dispute unrelated
charges in writing, with supporting records. Once a settlement is near, request a final demand. Medicare reduces
for procurement costs automatically, and you have 60 days to pay to avoid interest. If a client needs surgery that
Medicare will cover in the future, do not ignore the topic of set-asides. While not always required in liability cases,

future medical liability can complicate things if there is clear projection of crash-related care.

Medicaid. Many states centralize Medicaid liens through a recovery unit. They will issue a total paid amount, then
calculate the recoverable portion based on the medical allocation. If the defense will not stipulate to an allocation,
some judges will hold a brief hearing and set one, which can be worth tens of thousands to a client. Medicaid
often honors procurement cost reductions and will consider hardship when the settlement is small relative to the

injuries.

ERISA plans and the problem of language

An ERISA plan’s strength lives or dies in the plan document. | ask for the master plan, not just a summary. If the
plan reserves first-priority rights to full reimbursement from any recovery, regardless of whether the insured is
made whole, and disclaims the common fund doctrine, it is a tough opponent. But if the language is sloppy, state
doctrines can creep back in. In one case, the plan’s reimbursement clause covered only third-party recoveries paid
directly to the plan participant, and the settlement paid the court registry first. That technicality, coupled with

ambiguous made-whole language, opened negotiating room.

Keep an eye on dissipation. If a client spends a settlement before the plan asserts a claim, some courts limit the
plan's remedies against the person’s general assets. This is not a strategy, only a caution that timing matters. In

practice, a responsible lawyer will hold funds in trust until all known claims are resolved or secured by agreement.

Hospital lien statutes: power and pitfalls

Emergency rooms sometimes file liens automatically when a visit looks accident related. These liens can derail a
settlement if ignored. Verify the hospital met every statutory requirement. Common failures include late filing,
incorrect patient information, or exceeding statutory caps. A clean lien still may be negotiable if it would consume
an unfair share of a limited policy, or if the hospital accepted a health plan’s payment and contractually agreed not
to balance bill the patient. | have persuaded hospitals to release liens where their provider contracts barred

post-payment collection from patients for covered services.

If no health insurance paid and the hospital stands firm, explore financial assistance policies. Nonprofit hospitals
must maintain charity care rules. With complete income documentation, | have seen 40 to 100 percent write-offs

for patients under certain thresholds.

PIP, med pay, and the sequence problem

If your state has PIP or med pay, decide early whether to route bills through auto coverage or health insurance.
Health plans often demand that PIP pay first. If PIP pays, your out-of-pocket shrinks, but the remaining health
plan claim may be smaller. Some states prohibit health plans from claiming reimbursement where PIP is primary.
Others allow a health plan to seek repayment from the tort recovery after PIP is exhausted. | prefer to stack PIP
for immediate expenses and co-pays, then have health insurance handle the big bills, unless doing so

disadvantages the client under local subrogation rules.



Letters of protection and provider cooperation

When clients lack insurance or face high deductibles, a letter of protection can buy time. The provider agrees to
render care in exchange for payment from the eventual settlement. These letters create a de facto lien. Choose
providers sparingly. Experienced practices understand the risk and do not over-treat to inflate the bill, which
defense lawyers will use to attack credibility. Negotiate rates on the front end where possible. A provider that
agrees to treat under a letter often agrees to accept a reasonable reduction later, especially if the settlement is

limited.

A focused negotiation playbook

e Verify the claim. Get the plan document, lien notice, itemized bills, and proof of statutory compliance. Do not

accept a summary or a spreadsheet without source records.

e Establish the pot. Confirm policy limits, liability disputes, and comparative fault exposure to show why the

settlement is constrained.

* Assert legal levers. Cite made-whole and common fund where they apply, and show why the plan language

fails to override them, or why statutes cap the claim.

® Humanize the hardship. Document rent or mortgage, dependents, lost wages, ongoing care, and any

permanent limitations. Numbers with context move decision makers.

e Offer a structured split. Propose a clear dollar or percentage reduction that reflects procurement costs, risk,

and fairness, and invite the claimant to meet in the middle.

Timing matters more than people think

The sequence of reporting and negotiation shapes outcomes. If you try to settle the injury case before you
understand the liens, you risk a trap where the client cannot receive funds because claims are unresolved. Start lien
work as soon as treatment stabilizes. Request Medicare’s payment summary at the first sign of a surgery. Notify
Medicaid early, since their response times can stretch for months. Engage ERISA plans before mediation so you
can walk into the room with a provisional reduction agreement. At the end, hold back enough in trust to cover

any expected final demand and set clear disbursement timelines with the client.

When liability is murky or damages are modest

Not every case justifies a full-scale fight. If the client has soft tissue injuries, 8,500 dollars in total charges, and
policy limits of 25,000 dollars with comparative fault issues, the pragmatic path is speed and certainty. Focus on
fast health plan verification, immediate procurement cost reductions, and closing med pay subrogation quickly.
Sometimes the best outcome is a modest settlement paid quickly, paired with negotiated provider discounts that

wipe out balances so the client can move on.

Special cases: minors, structured settlements, and future care

For injured children, courts often approve settlements and scrutinize liens. Health plans may find their recovery
limited, and hospitals sometimes agree to deeper reductions. Judges focus on protecting the child’s future care.

Bring clear life care projections and explain how repayment will impair essential therapy.

When future medical care is likely, consider structured settlements that allocate funds to future expenses. Some

lienholders respond favorably when they see a plan that protects long-term treatment. For Medicare beneficiaries,



assess whether a liability set-aside analysis is prudent, especially after major orthopedic or spinal surgeries with

expected revisions.

Bankruptcy and the shadow it casts

Clients under financial strain sometimes ask about bankruptcy to clear medical bills. A valid hospital lien attached
to a pre-petition settlement can survive discharge, but unsecured medical debts without liens can be wiped. ERISA
reimbursement rights tied to settlement proceeds held in trust can create complications. Coordinate with a
bankruptcy attorney before filing anything if a personal injury settlement is pending, and be transparent with the

trustee about potential recoveries and encumbrances.

Practical documents that keep cases clean

* A running lien log with claimant name, basis of claim, amount demanded, status, and target reduction.

¢ A client affidavit outlining financial hardship, dependents, and ongoing medical needs, updated before final

negotiations.

* A provider packet containing itemized bills, coding clarifications, and market rate comparisons to use in

negotiations.

* A settlement memorandum that allocates damages, especially medical versus non-medical, signed by defense

counsel when possible.

® Closing letters that confirm each lienholder’s agreed payoff, address for payment, and release of claims upon

receipt.

Ethics, trust accounts, and clear communication

Attorneys hold settlement funds in trust because others have lawful claims to them. Pay valid liens from the trust
account only after you have final, written figures. If a lien is disputed, segregate the contested amount and
disburse the rest, but tell the client exactly what you are holding and why. Many states require lawyers to protect
third-party claims of which they have actual knowledge, even if the client wants to stiff the hospital or plan. The

right path is to negotiate hard, document fully, and pay what the law and agreements require.

On the client side, communication prevents disillusionment. | explain at intake that a 100,000 dollar policy does
not mean a 100,000 dollar check to the client. Fees, costs, and lien repayments come off the top. That framed

expectation gives room to celebrate a fair result without bitterness over the deductions that make it lawful.

How a seasoned advocate changes outcomes

People assume a settlement value is set by the crash and the injuries. That is only half true. The other half is the
outflow. Some of the largest differences | have made did not come from squeezing another 10,000 dollars out of a
tight-fisted adjuster, but from cutting a lien by 40,000 dollars through careful strategy, stubborn verification, and
a human story told well. A capable car accident lawyer should know how to read a plan, spot a weak hospital lien,

time communications with Medicare, and push back on inflated balances that swallow a client’s recovery.

If you are sitting with a stack of bills and a settlement offer on the table, take stock. Identify every payer who
touched your care. Confirm what they actually paid, not what was billed. Test their authority with statutes and plan
language, then meet them halfway with facts about your life after the crash. It is not glamorous work, but it is the

work that keeps a settlement from evaporating the moment it arrives.



