Collection Techniques

Sometimes, it becomes necessary to aggressively attempt to collect the balances that patients owe the physician. Persuasive collection procedures include telephone calls, collection reminders and letters, and personal interviews.

Telephone Collection Calls

A telephone call at the right time, in the right manner, will be more successful than notes, a statement, or a collection letter. The personal contact of a telephone call will bring in more money than if a call is not made. In the absence of time to make calls, the collection letter is the next best avenue. If collections are a serious problem, it may pay to hire an extra person to do the telephoning. Written notification is a must before making a final demand for payment indicating that legal or collection proceedings will be started. There are no hard and fast rules for pursuing collections by telephone. Each case should be handled individually on the basis of the experience with the person involved.
GENERAL RULES TO FOLLOW IN TELEPHONE COLLECTIONS


Call the patient when it can be done with privacy. 

Call between 8 AM and 9 PM. 

Determine the identity of the persons with whom you are speaking. If you ask, "Is this Mrs. Noble?" and she answers, "Yes," it could be the patient's mother-in-law or daughter-in-law, who is also "Mrs. Noble." Use the person's full name.

Be dignified and respectful . One can be friendly and formal at the same time.

Ask the patient if it is a convenient time to talk Unless you have the attention of the called party, there is little to be gained by continuing. If told that it is an inopportune time, ask for a specific time to call back, or get a promise from the patient to call the office at a specified time.

After a brief greeting, state the purpose of the call. Make no apology for calling, but state the reason in a friendly, business-like way. The physician expects payment and the medical assistant is interested in helping the patient meet the financial obligation. Open the call with a phrase such as, "This is Alice, Dr. Wallace's financial secretary. I'm calling about your account." A well-placed, pause at this point in the call sometimes gets an immediate response from the debtor in regard to the nonpayment.

Assume a positive attitude. For example, convey the impression that the patient intended to pay and it is only a matter of working out some suitable arrangements.

Keep the conversation brief and to the point, and avoid threats of any kind.

Try to get a definite commitment payment of a certain amount by a certain date.

Follow up on promises. This is best accomplished by a tickler file or a note on the calendar. If the payment does not arrive by the promised date, remind the patient with another call. If the medical assistant fails to do this, the whole effort has been wasted.

Do not can between 9 PM and 8 AM. To do so may be considered harassment. 

Do not make repeated telephone calls. 

Do not can the debtor's place of work if the employer prohibits personal calls.

If a call is placed to the debtor at work and the person cannot take the call, leave a message asking the debtor to "call Mrs. Black at 727-9238" without revealing the nature of the call; that is, do not state that  the call is from "Dr. Wallace's office" or "Dr. Jones's medical assistant."

Do not show hostility. An angry patient is a II poor-paying patient. Insulted patients often  do not pay at all.
Collection Letters or Reminders

Some consultants believe that a printed collection letter or reminder enclosed with a statement is more effective than a personal letter. Their attitude is that a patient may be embarrassed by a personal letter and feel that he or she has been singled out for attention. An impersonal printed message will probably encourage the debtor to send a payment. The printed form is a time saver and is recommended if a lack of time is contributing to poor collection follow-up. Standard printed forms are readily available, and the medical assistant can also design original forms.

Letters that are friendly requests for an explanation of why payment has not been made are stilI effective in many cases. These letters should indicate that the physician is sincerely interested in the patient and wishes to help straighten out the financial obligations. The patient should be invited to visit the office to explain the reasons for nonpayment so that, if possible, special arrangements can be worked out. To give the patient an opportunity to save face, these letters can suggest that the patient may have overlooked previous statements.

On receipt of such a letter, most patients make some effort to explain their failure to make payment. If a patient really is having financial difficulties, the physician may be able to get public assistance for him or her. If it is a temporary financial embarrassment, the physician and the patient may together be able to work out a satisfactory installment plan for payment.

The medical assistant often is given a free hand in designing collection patterns and composing collection letters. Many medical assistants compose a series of collection letters, using model letters that they have found to be effective (Figure 14-8). Such a series usually includes at least five letters in varying degrees of forcefulness.

Sometimes, even the person with poor paying habits will pay the bill if treated with respect and consideration. The medical assistant should never go beyond the author​ity granted by the physician in pursuing collections. If there are questions about special collection problems, always check with the physician before proceeding. This is particularly important with patients whom you do not know personally (e.g., patients who the physician has seen in the hospital or at home and patients with no credit history). It is difficult to say whether pressing collections too hard loses more good will of patients than not pur​suing collections diligently enough. The physician and the medical assistant together should agree on general collec​tion policies as outlined earlier in this chapter, and then the policies should be followed. In all cases in which an account is to be assigned to a collection agency, be cer​tain that the physician is aware of it.

Signing Collection Letters. In most medical offices, the medical assistant signs collection letters with the identification "Assistant to Dr. Brown" or "Financial Secretary" below the typewritten signature. Some physicians may wish to personally sign these communica​tions, but generally the medical assistant who handles the accounts also signs the collection letters.

Personal Interviews

Personal interviews with patients can sometimes be more effective than a whole series of collection letters. By talking to a patient face to face, the medical assistant can come to an understanding of the problem more quickly and reach an agreement about future payment plans.

Occasionally, a patient may undergo a long course of treatment and yet make no attempt to pay anything on account. Perhaps such a patient is only waiting for the physician or the medical assistant to suggest that a payment be made. When there is advance knowledge that the patient will require extensive treatment, the matter of payment should be discussed early in the course of treat​ment, the credit policy explained, and some agreement reached as to a payment plan.

Because the fee for medical services is far more intangible than that of any commercial account, collection efforts must not be delayed too long. Any responsible, sincere patient will call or write the physician's office after receiving a second statement and explain the delay in payment or ask for a payment plan.

If it becomes necessary to refer the account to a collector, a good agency should have a 35% to 40% recov​ery rate with an account that is assigned within 4 or 5 months. This may drop to 25% if the account is held only a few more months. If recovery by the agency is greater than 40%, it may indicate that the collection effort by the medical assistant needs to be intensified.

The value of medical accounts diminishes in direct proportion to the length of time that has elapsed since service was rendered. Do not fight the law of diminishing returns. All collection activity is costly. Know when to stop and call on the services of a professional agency.

Special Collection Situations

Tracing "Skips." When a statement is returned marked Moved-no forwarding address, you may con​sider this account as a "skip." This generally is accepted as an indication that the patient is attempting to avoid liability for debts. Some so-called skips are innocent errors. The person may have been careless in not leaving a forwarding address, or the mistake may have occurred in the physician's office; the wrong name or address may have been placed on the statement. However, immediate action should be taken in regard to returned statements. Do not wait until the next billing time to attempt to trace the debtor.
Call the telephone number listed on the card. Occasionally a patient may move without leaving a forwarding address but will transfer the old telephone number. The new telephone number may be given when you call the old number.

If you are unable to contact the individual by telephone, make a few discreet calls to the references listed on the registration card to get leads.

Check the Internet to secure the names and telephone numbers of neighbors or the landlord, and contact these people to secure information about the debtor's whereabouts.

Do not inform a third party that the person owes you money. Simply state that you are trying to locate or verify the location of the individual.

Check the debtor's place of employment for information. If the person is a specialist in his or her field of work, the local union or similar organizations may be contacted. Although they may not give you the person's current address, they will relay the message that you are seeking to contact him or her. Often, people will be stirred into paying a bill if they think that their employer may learn of their payment failure.

Do not communicate with a third party more than once. This is specifically forbidden by law (Public Law 95- 1 09, Sec. 804) unless the third party requests the collector to do so.

The tracing of skips is a challenge to any medical assistant. A certified letter can be sent; by paying addi​tional fees, you can ask the Postal Service to obtain a receipt including the address where the letter was deliv​ered. The certified letter may be sent in a plain envelope so that the patient will not refuse to accept the letter because of the return address.

If all attempts fail, turn the account over to a collection agency without delay. Do not keep a skip account too long, because the trail may become so cold as time elapses that even collection experts will be unable to follow it.

Claims Against Estates. A bill owed by a deceased patient may be handled a little differently than regular bills. Courtesy dictates that a bill not be sent during the initial period of bereavement, but do not delay more than 30 days. The person responsible for settling the affairs of the estate will be assembling outstanding accounts and will expect to receive the medical bills along with all others. Address the statement using the following:
Estate of (name of patient)

c/o (spouse or next of kin, if known) 

Patient's last known address

Do not address the statement to a relative unless you have a signed agreement that that person will be responsible. If for some reason the statement cannot be addressed as just suggested (e.g., if the patient was in a convalescent home and there is no name of a relative), seek information from the county seat in the county in which the estate is being settled.

A will is generally filed within 30 days of a death. A request to the Probate Department of the Superior Court, County Recorder's Office, will usually provide the name of the executor or administrator. The time limits for filing an estate claim are determined by the state in which the decedent resided.

After the name of the administrator or executor of the estate has been obtained, a duplicate itemized statement of the account should be sent to that person by certified mail, return receipt requested. If no response is received in 10 days, contact the executor or the county clerk where the estate is being settled and obtain forms for filing a claim against the estate. (Some states do not have special claim forms but will accept simple itemized statements.) This claim against the estate must be made within a certain length of time, varying from 2 to 36 months, depending on the state in which it is f1led.

The executor of the estate will either accept or reject the claim and if it is accepted, will send an acknowledgment of the debt. Payment is often delayed because of the legal complications in settling an estate, but if the claim has

been accepted, you will receive your money in due time. If the claim is rejected and there is full justification for claiming the bill, file a claim against the executor within a limited time, according to state laws. The time limit in such cases starts with the date on the letter of rejection that was sent in response to the original claim.

Because states have different time limits and statutes in regard to such matters, it is advisable for the medical assistant to contact the physician's attorney or the local court for the exact procedure to follow.

Bankruptcy. Bankruptcy laws were passed to secure equal distribution of the assets of an individual among the individual's creditors. Bankruptcy laws are federal and are applicable in all states. When notified that a patient has declared bankruptcy, do not send statements or make any attempt to collect on the account from the patient.
Chapter VII bankruptcy is usually a "no asset" situation. Because the physician's fee is an unsecured debt, there is little purpose in pursuing collection. Chapter XIII is known as wage-earner bankruptcy. Under Chapter XIII, the patient/debtor pays a fixed amount (agreed on by the court) to the trustee in bankruptcy. This is then passed on to the creditors. During this period, none of the creditors can attach the debtor's wages or otherwise attempt to collect the debt. It is sometimes beneficial to file a claim under Chapter XIII because small payments will be made by the debtor under the supervision of the court over a period of 3 years.
Using Outside Collection Assistance

When everything possible has been done internally to follow up on an outstanding account and the office has not received payment, the question arises as to what step to take next, as follows:

Should the facility sue for the payment?
Should the account be sent to a collection agency? 
Should the account be written off as a bad debt?

Before forcing an account, first consider the time element: Has the patient been given a fair chance to pay this bill? Have statements been sent regularly and used a systematic method of following the account? Ask if there might be a misunderstanding about the fee charged. Was the first statement fully itemized? A large unexplained bill may frighten a patient into making no payments at all because the whole balance looks too large.

If the correct registration forms to secure advance credit information were used, the medical assistant should know the financial abilities of the patient to pay. However, illness may have caused a loss of salary and resulted in temporary inability to pay. Try to thoroughly analyze the situation.

Could the patient have been dissatisfied with the care received? For some unknown reason, a patient may feel that he or she was not treated correctly. Perhaps the patient expected a complete cure too soon. Only an explanation of the condition, prognosis, and care can enlighten such patients, and this is best handled by the physician. If payment of a bill is pressed too hard and the patient is dissatisfied for some reason, a malpractice suit may be filed by the patient to seek retribution against the physician. The court can approve a period longer than 3 years in special cases, but cannot approve a period longer than 5 years.

Collecting Through the Court System

Making the Decision to Sue. Will a physician lose more good will by suing for a bill than by writing it off as a loss? One management offIcial has related that, strangely enough, when a physician-client sued two patients for large amounts, the patients lost the cases, paid up, and were back in the offIce for treatment very shortly! However, most physicians believe it is unwise to resort to the court to collect medical bills unless there are extraordinary circumstances.
An account must be considered a 100% loss to the physician before legal proceedings are started. Remember to never threaten to instigate legal proceedings unless prepared to carry out the threat and have the physician's consent to issue such a warning. If the physician decides in favor of a lawsuit, investigate thoroughly before taking action. Litigation to collect a bill is generally in order when the following occur:

· The patient can afford to pay without hardship.
· The physician can produce office records that support the bill.

· The physician can justify the amount of the bill by comparing it with fee practices in the community.

· The patient's general condition after treatment is satisfactory.

· The persuasive powers of an ethical collection agency have been exhausted and the agency advises suing. 
· The patient can be given ample warning of the physician's intention to sue.

· The defendant (whether a patient or a parent or legal guardian) is legally liable for the services rendered to the patient.
· The statute of limitations has ruled out any possible malpractice action.

· The physician is not bubbling over with indignation and is not in a negative frame of mind.

Small Claims Court. Many medical practices find the small claims court a satisfactory and inexpensive way to collect delinquent accounts. The law places a limit on the amount of debt for which relief may be sought in the small claims court. Because this varies from state to state (from $300 to $5000) and in some instances even within a state, this limit should be checked locally before seeking recovery in this manner.
Parties to small claims actions cannot be represented by an attorney at the trial but may send another person to court in their behalf to produce records supporting the claim. Physicians often send their bookkeeper or medical assistant with records of unpaid accounts to show the judge.

If the court awards a judgment for the amount owed, the plaintiff in small claims court may also recover the costs of the suit. For a very small investment in time and money, the physician who uses this method has done the following:

. Saved the time of a regular court action
. Had no attorney's fee to pay
. Not sacrificed the commission charged by a collection agency

After being awarded a judgment, the medical assistant must still collect the money. The only person in a small claims action who has the right of appeal is the defen​dant. An appeal by the defendant may have the judgment set aside. The plaintiff cannot file an appeal in a small claims action; the decision of the court is final.

The necessary papers for filing action and full instruc​tions on the course to follow may be obtained from the clerk of the small claims court. The medical assistant who has never appeared in the court would probably be wise to attend once as a spectator to preview the procedure and feel more at ease when appearing for the physician.

A collection agency to which an account may have been assigned may not file or handle a small claims action. It must either sue in the regular municipal or justice court or attempt to collect the debt in some other manner.

Using a Collection Agency

The medical assistant should try every means possible to collect accounts before they become delinquent. As soon as the account is determined uncollectible through the office (i.e., the patient has failed to respond to the final letter or has failed to fulfill a second promise on payment), send the account to the collector without delay. Skips should be assigned immediately.
Even though collection by an agency will mean sacri​ficing from 40% to 60% of the amount owed, further delay will only reduce the chances of recovery by the professional collector. If the agency finds that the case deserves special consideration, it will seek the physician's advice before proceeding further.

Selecting a Collection Agency. There are a number of agencies either owned and operated as an integral part of the county medical society or operated separately from the medical society but supervised by the medical pro​fession. These bureaus provide specialized medical col​lection services.
Another type of collection agency is a division of the local credit association, recognized by the National Retail Credit Association. If the local credit association does not maintain a collection department, it will be able to recom​mend a reputable one. A nationally recognized credit association has considerable responsibility and a high standard to maintain. These factors serve as monitors to its reliability.

The most common type of collection agency through​out the United States is the privately owned and operated agency. Many of these work with the local professional societies and strive to keep their work on a high ethical standard. Because a few bureaus are unethical and unscrupulous in their tactics, care should be taken to be sure that the one chosen is reliable and ethical. For the sake of comparison, many healthcare facilities use two or three agencies.

Responsibilities to the Collection Agency. When a reputable agency is selected, the medical assistant must be prepared to provide the agency with all the necessary data to enable it to begin prompt collection procedures on overdue accounts. The agency should

receive the following:

. Full name of the debtor
. Name of the spouse
. Last known address
. Full amount of the debt
. Date of the last entry on account (debit or credit) 
. Occupation of the debtor
. Business address
. Any other pertinent data
After an account has been released to a collection

agency, the office makes no further collection attempts. Once the agency has begun its work, adhere to the


following guidelines and procedures:

1. Send no more statements.

2. Mark the patient's ledger or stamp it so that

everyone will know it is now in the hands of the collector.

