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HIPAA Compliance: When Healthcare
Providers Fail to Protect Patient Information

Why Medical Privacy Violations Can Be Costly—and Why Outsourcing Doesn't Eliminate
Responsibility

When Medical Information Falls into the Wrong Hands

Imagine visiting your physician for a routine examination and later discovering that your medical
records have been exposed in a cybersecurity attack. Your name, address, date of birth, medical
history, and treatment information may now be accessible to strangers. Unlike a stolen credit
card, sensitive medical information cannot simply be canceled and replaced.

Healthcare organizations collect enormous amounts of personal information, much of it essential
to providing medical care. Patients generally have little choice but to entrust this information to
physicians, hospitals, insurers, and the companies that maintain their records. In return, those
organizations have legal responsibilities to protect it.

The Health Insurance Portability and Accountability Act (HIPAA) establishes national standards
governing the privacy and security of protected health information. Although the law provides
important rights to patients, it also places substantial obligations on the organizations handling
their records.

When those obligations are neglected, the consequences can include federal investigations,
corrective action requirements, financial settlements, and damage to public confidence.



Three Sets of Rules, One Important Responsibility

HIPAA's protections operate primarily through three sets of federal regulations: the Privacy
Rule, Security Rule, and Breach Notification Rule. Each addresses a different aspect of
protecting patient information.

The Privacy Rule regulates how covered healthcare organizations may use and disclose
protected health information. It generally permits necessary disclosures for treatment, payment,
and healthcare operations while restricting other uses and disclosures.

The Security Rule addresses electronic protected health information. It requires covered
organizations and their business associates to implement reasonable and appropriate
administrative, physical, and technical safeguards. These include measures for controlling
access, evaluating security risks, training employees, and protecting electronic systems.

The Breach Notification Rule establishes requirements for notifying affected individuals and
federal authorities when unsecured protected health information has been compromised.
Depending on the number of people affected and the circumstances, notification to news media
may also be required.

Together, these rules establish a basic principle: organizations entrusted with medical
information must protect it, control its use, and respond appropriately when something goes
wrong.

You Can't Outsource HIPAA Compliance

Modern healthcare depends heavily on outside contractors. Hospitals hire companies to process
bills, medical practices use electronic record systems, and insurers rely on technology vendors to
maintain enormous databases of customer information.

Under HIPAA, many contractors handling protected health information are classified as business
associates. These may include billing companies, cloud-storage providers, software developers,
consultants, and other businesses performing services involving patient information.

Covered healthcare organizations generally must establish written business associate agreements
requiring these contractors to safeguard protected information and comply with applicable
HIPAA requirements. Business associates themselves are directly responsible for complying
with certain provisions of the law.

But hiring a contractor does not automatically relieve a healthcare organization of its own
obligations. A hospital cannot simply assume that its records are secure because another
company maintains its computer systems. Likewise, a business associate cannot escape
responsibility merely because it is working on behalf of a hospital or physician.

The practical lesson is straightforward: Responsibility for protecting patient information
must extend throughout the organizations and contractors entrusted with it.



The Everyday Mistakes That Can Become HIPAA
Violations

Not every medical privacy violation involves sophisticated hackers. Some begin with ordinary
workplace mistakes, inadequate procedures, or employees who fail to appreciate the sensitivity
of the information they handle.

An employee might send a medical record to the wrong recipient, discuss a patient's condition
where unauthorized people can hear, or access records without a legitimate work-related reason.
A computer containing patient information might be lost or stolen, while a poorly configured
electronic system could permit unauthorized access.

Whether a particular incident constitutes a HIPAA violation depends on the circumstances and
applicable legal requirements. An accidental disclosure does not automatically establish that an
organization failed to comply with the law, but inadequate safeguards or improper handling of
the incident can create serious problems.

Employee training is therefore an essential part of medical privacy protection. Healthcare
workers must understand not only which information is confidential but also when disclosure is
permitted, how to report suspected problems, and why unauthorized curiosity about patient
records is unacceptable.

Cybersecurity Has Become a Major HIPAA Concern

Electronic medical records have improved healthcare by allowing authorized professionals to
exchange information quickly. Unfortunately, the same interconnected systems can become
attractive targets for criminals seeking sensitive personal data.

Ransomware attacks are particularly disruptive. Criminals may encrypt medical records, interfere
with hospital operations, or steal information and threaten to publish it unless their demands are
met. Such attacks can affect patient care as well as privacy.

HIPAA's Security Rule requires regulated organizations to assess risks to electronic protected
health information and implement appropriate measures to address those risks. Depending on the
circumstances, safeguards may include access restrictions, system monitoring, encryption,
backup procedures, employee training, and plans for responding to security incidents.

A cybersecurity attack does not automatically prove that a healthcare organization violated
HIPAA. Federal investigators examine whether the organization complied with applicable
requirements, including whether it adequately identified risks and addressed vulnerabilities
before the incident occurred.

A Real Case: Ransomware at OSF Healthcare System

In July 2026, the U.S. Department of Health and Human Services announced a settlement with



OSF Healthcare System, which operates healthcare facilities in Illinois and Michigan. The
investigation concerned potential HIPAA violations associated with a ransomware incident.

According to federal officials, the investigation identified concerns involving the organization's
assessment of risks to electronic protected health information. OSF agreed to pay $552,250 and
implement a corrective action plan addressing compliance and information security.

The settlement illustrates an important feature of HIPAA enforcement. Investigators do not
simply ask whether hackers succeeded in gaining access to a computer system; they also
examine whether the organization had taken the precautions required by law.

The agreement resolved allegations of potential violations rather than constituting a court
judgment establishing liability. Nevertheless, the financial settlement and corrective action
requirements demonstrate how inadequate security practices can produce consequences long
after an attack.

A Second Case: When the Contractor Is Responsible

Another instructive case involved MMG Fusion, a Maryland company providing software used
by healthcare organizations to communicate with patients.

In March 2026, federal officials announced a settlement following an investigation into a
security incident involving information associated with approximately 15 million individuals.
Investigators reported that an unauthorized actor had accessed the company's systems and that
protected information had appeared on the dark web.

The Office for Civil Rights identified potential violations involving inadequate security risk
analysis, impermissible disclosure of protected information, and failure to notify affected
healthcare organizations about the breach.

MMG Fusion agreed to pay $10,000 and implement a corrective action plan subject to federal
monitoring. The comparatively modest payment reflected, in part, consideration of the
company's financial condition; it did not diminish the seriousness of the incident or the scope of
the required corrective measures.

The case demonstrates that HIPAA obligations extend beyond hospitals and physicians. A
technology company entrusted with patient information may have direct legal responsibilities
even though it never examines or treats a patient.

When Must Patients Be Told About a Breach?

HIPAA does not require organizations to notify patients about every minor security incident. The
Breach Notification Rule applies when an incident qualifies as a breach of unsecured protected
health information under the governing standards.

When notification is required, covered organizations generally must notify affected individuals
without unreasonable delay and no later than 60 calendar days after discovering the breach.



Business associates must notify the covered organization within the applicable period, allowing
it to fulfill its own notification responsibilities.

Breaches involving 500 or more individuals generally must also be reported promptly to the
Department of Health and Human Services. Smaller reportable breaches may be reported to the
department on an annual schedule, although affected individuals must still receive notification
within the applicable deadline.

These notices help patients understand what information may have been compromised and what
precautions they should consider. They also create accountability by requiring organizations to
acknowledge qualifying breaches rather than quietly ignoring them.

Why HIPAA Violations Can Be Expensive

Federal HIPAA enforcement is conducted principally by the Department of Health and Human
Services Office for Civil Rights. The agency investigates complaints, reviews reported breaches,
and may examine whether covered organizations and business associates have complied with
applicable requirements.

Depending on the circumstances, an investigation may result in voluntary corrective measures, a
resolution agreement, a corrective action plan, or civil monetary penalties. Penalty amounts
depend on statutory and regulatory factors, and applicable limits are adjusted periodically.

The financial consequences may extend beyond government enforcement. Organizations can
incur substantial costs investigating incidents, restoring systems, notifying patients, obtaining
legal assistance, and improving cybersecurity. They may also face litigation under other
applicable laws and suffer lasting reputational damage.

Importantly, a negotiated HIPAA settlement is not necessarily a finding that every alleged
violation occurred. Settlement agreements frequently resolve potential violations without an
admission of liability.

Protecting Patients Requires More Than Written Policies

Healthcare organizations often maintain extensive privacy policies and employee manuals. But
documents alone cannot protect medical information if employees ignore them, managers fail to
enforce them, or computer systems remain vulnerable.

Effective compliance requires ongoing attention. Organizations must understand where protected
information is stored, determine who needs access, evaluate risks, train employees, supervise
contractors, and respond promptly when problems arise.

For patients, the most important assurance is not that a hospital has never experienced a security
incident. It is that the organization takes its responsibilities seriously, follows applicable
safeguards, and responds appropriately when those protections fail.

HIPAA recognizes that modern healthcare requires information sharing, including extensive



reliance on outside service providers. But convenience and efficiency do not eliminate the
obligation to protect the individuals whose records make those services possible.

Healthcare organizations may delegate the handling of patient information, but they
cannot simply delegate away their responsibility to protect it.
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Legal Information Notice: This article provides general educational information about federal
medical privacy and security requirements. It is not legal advice. HIPAA obligations,

enforcement consequences, and related state-law requirements depend on the circumstances of
each case.


https://www.hhs.gov/hipaa/for-professionals/security/laws-regulations/index.html
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https://www.hhs.gov/hipaa/for-professionals/breach-notification/index.html
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