Professional Fees, Billing, and Collecting

Learning Objectives

Define and spell the terms listed in the vocabulary.

List three values that are considered in determining professional fees. 

Distinguish among the terms usual, customary, and reasonable.

Discuss the value of estimates for patient treatment.

Explain the concept of professional courtesy.

Name the ways by which payment for medical services is accomplished. 

Explain why itemizing statements is important.

Discuss why patients fail to pay accounts.

Explain how to handle a "skip."

Briefly explain some of the guidelines of telephone collecting.

Explain professional fees to patients.

Effectively use a pegboard system.

Establish credit arrangements for patient payment.

Prepare accurate monthly statements.

Evaluate patient accounts for necessary collection procedures.

Vocabulary

account  A statement of transactions during a fiscal period and the resulting balance. 

Account balance  The amount owed on an account. 

Accounts receivable ledger   A chronological record of the charges and payments posted on an account.

credit   An entry on an account constituting an addition to a revenue, net worth, or liability account; the balance in a person's favor in an account.

debit   An entry on an account constituting an addition to an expense or asset account or a deduction from a revenue, a net worth, or a liability account.

debit cards   A card that looks like a credit card and by which money may be withdrawn or the cost of' purchases paid directly from the holder's bank account without the payment of interest.

disbursements   Funds paid out. 

fee profile   A compilation or average of physician fees over a given period of time .

fee schedule   A compilation of pre-established fee allowances for given services or procedures.

fiscal agent  An organization under contract to the government as well as some private plans to act as financial representatives inhandl1ing insurance claims from providers of heal1th care; also referred to as a fiscal intermediary.

guarantor   A person who makes or gives a guarantee of payment for a bill.

instigate   To goad or urge forward; to provoke.

medically indigent   Able to take care of ordinary living expenses but not able to afford medical care.

payables   The balance due to a creditor on an account.

pegboard system   Also called the write-it-once system a method of tracking patient accounts that allows the figures to be proved accurate through mathematical formulas.

posting   Transferring or carrying from a book of original entry to a ledger; entering figures in an accounting system.

premium   The consideration paid for a contract of insurance.

preponderance   A superiority or excess in number or quantity; a majority.

professional courtesy   Reduction or absence of fees to professional associates.

receipts   Amounts paid on patient accounts. receivables Total monies received on accounts.

third party payor    Someone other than the patient, spouse, or parent who is responsible for paying all or part of the patient's medical costs.

transaction   An exchange or transfer of goods, services, or funds.

"

The practice of medicine is a business as well as a profession, and the details of conducting the business aspects are often the responsibility of the medical assistant. Although service to the patient is the primary concern of the medical profession, a physician must charge and collect a fee for such services to continue providing medical care. The physician is one of many contributors in determining the amount of the fees. The medical assistant usually has the responsibility of informing the patient about financial matters, collecting the payment, and in some cases, making arrangements for deferred payment.

Why Patients Do Not Pay

Most patients truly want to pay the bills that they owe. However, there may be times that the patient experiences difficulties in meeting his or her obligations. The patient may have lost a job or insurance coverage. An emergency could arise that depletes finances. When patients are in a position in which they must choose between paying their medical bills or having electricity, the physician is often forced to wait for reimbursement for the services rendered. Although a few patients will absolutely refuse to pay for medical care they have received, most are honest and willing to pay but may need help with a payment plan. Terms can be arranged for collecting payment in full when both the office and the patient cooperate with each other. The medical assistant should attempt to work out a plan that the patient can abide by, and the patient should be expected to make promised payments.

How Fees Are Determined

Setting fees is no simple matter. The physician has three commodities to sell-time, judgment, and services. Yet the value of these commodities is never exactly the same to any two individuals. Medical care has little value except to the patient, and the value may not be consistent with his or her ability to pay. In every case, the physician must place an estimate on the value of the services. Such an arrangement is known as Fee for service. This value may then be modified by other considerations.

Impact of Managed Care

An important consideration in today's atmosphere of managed care is the preponderance of patients who are enrolled in health maintenance organization (HMO) insurance contracts. Under managed care, the physician agrees to accept predetermined fees for specific proce​dures and services instead of the fee-for-service arrange​ment described in the preceding paragraph. The patient may be subject to a co-payment that is determined by the insurance contract and is collected at the time of service. A base capitation plan pays the provider a set amount for each patient enrolled that is meant to cover all of the person's healthcare expenses. Usually, capitation plans cover a group of individuals.

Prevailing Rate in the Community

One of the bases for determining charges on the fee-for ​service basis is the economic level of the community. Different communities have different living scales, and this situation is reflected in medical fees as well. Consequently, the prevailing rate in the community-the average composite fee-must be taken into consideration by each physician. Strangely enough, fees that are too low drive patients away just as quickly as fees that are too high because the average person tends to judge worth of a product on its cost-low cost translates as low value.​

Usual, Customary, and Reasonable Fees

Most insurance plans base their payments on what has become known as a usual, customary, and reasonable (UCR) fee for a given procedure.

Usual- The physician's usual fee for a given service is the fee that an individual physician most frequently charges for the service.

Customary- The customary fee is a range of the usual fees charged for the same service by physicians with similar training and experience practicing in the same geographical and socioeconomic area. There is now a growing tendency for fees to be determined by national trends rather than by local custom.

Reasonable- The term reasonable usually applies to a service or procedure that is exceptionally difficult or complicated, requiring extraordinary time or effort on the part of the physician.

To illustrate, let us suppose that Dr. Wallace usually charges patients $ 100 for a first office visit. The usual fees charged for a first visit by other physicians in the same community with similar training and experience range from $75 to $125. Dr. Wallace's fee of $100 is within the customary range and would therefore be paid by an insurance plan that pays on a usual and customary basis. If, on the other hand, the range of usual fees in the community is from $60 to $85, the insurance plan would allow only the maximum within the range, or $85, to Dr. Wallace.

UCR rates were developed many years ago when indemnity plans were the most common type of health insurance coverage. However, since the majority of insurance plans today are some type of managed care, the VCR rates now are based on the prevailing managed care rate of payment in a region.

Fee Setting by Third Party payers

The physician does not act alone in determining fees. A third party payer may provide the physician with a predetermined fee schedule that it will approve for payment. Some require pre-approval of the fee before service is rendered. A third party payer may require pre-certification before it will pay for a specific service. Government programs such as Medicare and Medicaid have strict guidelines regarding reimbursement for fees and the raising of fees.

Physician's Fee Profile

The fiscal agent, or fiscal intermediary, for government ​sponsored insurance programs as well as some private plans keeps a continuous record of the usual charges submitted for specific services by each physician. When these fees have been compiled and averaged over a given period, usually a year, the physician's fee profile is established. This fee profile is then used in determining the amount of third party liability for services under the program. One of the objections voiced by physicians is the lag between the time of a private fee increase and the time it is reflected in payments by an insurance carrier. It may be as long as 2 to 3 years.

Insurance Allowance

In some individual cases, the physician may not wish to charge the patient in addition to what will be allowed by the patient's insurance. This is often a professional cour​tesy for other healthcare professionals. The full fee should be quoted to the patient and charged to the account, with the understanding that after the insurance allowance has been received, the balance may be discounted. If a smaller fee is quoted and charged, the following problems may arise:

· The lower fee will alter the physician's fee profile. 

· If it becomes necessary to bring suit for payment of the fee, only the reduced fee can be recovered.

· If the insurance allowance is paid on the basis of a certain percentage of the physician's fee and a lower fee is charged, the insurance allowance will be correspondingly lower.

· If the physician does this with many patients, the insurance company may take the position that the reduced fee is the physician's usual fee and base its payments accordingly. It may even be considered fraudulent in some instances.

Explaining Costs to Patients

It is natural for the patient, particularly one new to the practice, to wonder, "How much is this going to cost?" However, some patients may be reluctant to voice this concern. Do not wait for the patient to ask about the fees. It is the responsibility of the physician or the medical assistant to approach the subject if the patient does not do so. Be prepared to discuss costs with any patient who is interested, and ask all patients if they have questions about the fees. A good way to open the dis​cussion would be to ask the following:

"Mr. Wilson, do you have any questions about the costs of your operation? If you do, I'll be glad to review them."

In this preliminary discussion of fees, the physician or medical assistant must not sidestep the issue by saying, "Don't worry about the bill; let's just get you well first. " The patient may later complain about the bill because he or she misunderstood the complexity of the service.

Even in cases in which the physician quotes a fee, the medical assistant often has the responsibility of explaining the physician's fees to the patient. The medical assistant must know how fees are determined and why charges vary, as well as have a thorough knowledge of the physi​cian's practice and policies to handle perplexing situations involving fees.

Explaining Professional Fees

GOAL: To explain the physician's fees so that the patient understands his or her obligations and rights for privacy.

EQUIPMENT AND SUPPLIES

. Patient's statement

. Copy of physician's fee schedule

. Quiet, private area where the patient feels free

to ask questions

PROCEDURAL STEPS

Determine that the patient has the correct bill.

Purpose: To make certain that the bill belongs to this patient and that the insurance numbers, the address, and the telephone number are correct.

Examine the bill for possible errors.

Purpose: To demonstrate that the patient's concerns are important and that you are willing to make any necessary adjustments.

Refer to the fee schedule for services rendered.

Purpose: To explain how physicians determine their fees. If an error has occurred, correct it immediately with a sincere apology.

Explain itemized billing:

. Date of each service

. Type of service rendered

. Fee

Purpose: To make certain that the patient realizes the number and extent of the services rendered.

Display a professional attitude toward the patient.

Purpose: To reassure the patient that you have a thorough understanding of the fee schedule and show willingness to answer questions politely and completely.

Determine whether the patient has specific concerns that may hinder payment.

Purpose: To provide an opportunity for making special arrangements if needed.

Make appropriate arrangements for a discussion between the physician and patient if further explanation is necessary for resolution of the problem.

As the medical assistant's understanding of the practice increases, he or she can build respect for the physician's services by educating patients that money spent for medical care is an excellent investment in the future. It is a rare patient who understands the intricate proce​dures involved in diagnosis and treatment, especially when third party payors are involved. Be patient and understanding when questions arise in this area.

Advance Discussion of Fees

Advance fee discussions help the patient plan ahead for medical expenditures. Most patients want to pay their financial obligations but rightly insist on an accurate estimate of those obligations before they con​tract for purchase of goods or services. When a physician frankly discusses fees in advance with patients, even to the point of describing how a fee is established, miscon​ceptions and complaints about overcharging and fee discrepancies are usually eliminated.

Explanation of Additional Costs

Explanations of medical costs should extend beyond the physician's own charges. For example, if a patient is to undergo surgery, the physician should also explain the costs of the operation, the anesthesiologist's and radi​ologist's charges, the laboratory fees, and the approx​imate hospital bill. The importance of calling in another physician for consultation should be explained to patients when consultation becomes necessary. It should be made clear, in advance, that there will be a separate bill sub​mitted by the consulting physician. Patients do not always understand that the consultation is for the benefit of the patient, not the physician.

Estimates on Costs

Some physicians give patients an estimate of medical expenses before hospitalization. A few medical societies cooperatively develop estimate sheets or forms with local hospitals. Individual physicians occasionally work up their own estimate forms when a patient is embarking on long-term treatment. The physician should, however, emphasize that it is an estimate only and that the actual cost may vary somewhat.

Estimate slips should be prepared in duplicate so that the patient may have a copy and the original is retained in the patient's file. Duplicate estimate slips may help in the following ways:

· It may help to avoid forgetting that a fee was quoted. 

· It may help eliminate the possibility of later mis​quoting the fee.

· It may help simplify collection by preventing mis​understanding and confusion over charges.

The Guarantor

Patients must understand that the guarantor is the person ultimately responsible for the entire bill. The insurance policy is a contract between the policy holder and the insurance company or between a group of people (such as an employer) and a managed care organization. The actual physician is not a party to that contract. Therefore it is not the responsibility of the physician or staff to pursue insurance payment for the benefit of the patient. However, it is in the best interest of the staff to actively assist the patient if there are problems in securing payment for several reasons.

First, the staff is almost always more knowledgeable about the insurance business than the patient. Many patients have never even read their insurance policies and have no idea as to what is or is not covered. Some patients expect the insurance to pay all costs simply because they are paying a high premium. .The medical assistant may need to educate these patients about their policies and offer advice as to how the patients can effectively work with the insurance company to get answers to questions and make certain that they are receiving all of the benefits to which they are entitled.

Second, it is in the best interest of the staff to assist the patient in collecting from the insurance company so that the physician will be compensated for services rendered. Helping the patient in this area will usually result in the bill for care being paid. Another reason to actively assist the patient is that the medical assistant will gain knowledge about the insurance industry. The more experience the medical assistant has in working with third party payors, the more helpful he or she can be to the patients of the clinic. It is a good idea to keep a notebook with specific information about each type of policy that the office handles. This reference notebook will provide excellent guidance and suggestions for the medical assistant when working with a particular payor.

Always be sure to secure guarantors in writing. Most patient information sheets have a section that refers to the guarantor. There may be a statement that the guar​antor signs indicating an agreement to pay the costs of medical care. States have varying statutes that deal with guarantors, so be sure that the office policies reflect compliance with those laws. It is especially important to secure a written agreement to pay for services when the care will be long term or when a costly treatment or surgical procedure must be done.

Encounter Forms

Encounter forms are the slips that are attached to charts while the patient is in the office; they are used for billing purposes. The encounter form provides information about the patient, such as the name, account number, and previous balance. Current charges and payments for the visit are added after the physician sees the patient. The physician can indicate on the encounter form when the patient should return to the clinic. The medical assistant then schedules an appointment and can even use the patient's copy of the encounter form to note the next appointment date and time.

The encounter form normally consists of three parts, with a white top sheet, a yellow sheet, and a pink sheet. The colors can vary, but usually the white copy is kept as a permanent record by the office, and the yellow and pink copies are given to the patient. The yellow copy can be used by the patient for insurance billing (if not done by the office), and the pink copy is a receipt for the patient.

Encounter forms are sometimes designed to work with a pegboard system or may be available in continuous forms that can be placed in the printer for computer use. Encounter forms have been known by many aliases throughout the years; these include superbills, charge slips, and multipurpose billing forms.

Patent Account Transactions

A business transaction is the occurrence of an event or of a condition that must be recorded. For example, when a service is performed for which a charge is made, when a debtor makes a payment on account, when a piece of equipment is purchased, or when the monthly rent is paid, a business transaction has been completed.

Each of these examples is a transaction that must be recorded within the accounting system. The medical assis​tant will very likely encounter various other business transactions as he or she becomes more familiar with the individual needs of the employer's practice.

A patient's financial record is called an account. All of the patients' accounts together constitute the accounts receivable ledger. Account cards vary in design, but all will have at least three columns for entering figures. In the manual system these columns are as follows:


Debit column-It is on the left, is used for entering charges, and is sometimes called the charge column.


Credit column-It is to the right, is sometimes headed Paid, and is used for entering payments received.


Balance column-It is on the far right and is used 
for recording the difference between the debit and the credit columns.


An adjustment column is available in some systems and is used for entering professional discounts, write-offs, disallowances by insurance companies, and any other adjustments. 

In a computer system, when a patient is called up by name or identification number, the patient's balance will appear. This is the individual patient's ledger.

Posting means the transfer of information from one record to another. Transactions are posted from the journal to the ledger; this is accomplished in one writing on the pegboard system. The account balance is nor​mally a debit balance, which means that the charges exceed the payments on the account. A debit balance is entered by simply writing the correct figure in the balance column. A credit balance exists when payments exceed charges (e.g., when a patient pays in advance). This is common in obstetric practices.

Discounts are also credit entries and are entered in the adjustment column, or if there is no adjustment column, the discount is entered in the debit column and enclosed in parentheses. When the entry is made this way, it is recognized as a subtraction from the charges. When columns are totaled, any figure in red or in parentheses is always subtracted. Receipts are cash and checks taken in payment for professional services. Receivables are charges for which payment has not been received-amounts that are owing. Disbursements

are cash amounts paid out. Payables are amounts owed to others but not yet paid.

Computer Posting

The patient's name, date, diagnosis, and procedures are posted when the patient leaves the office. The database will retrieve the correct charges and post the charges on the computerized patient record and the accounts receivable ledger.

Paying for Medical Services and Treatment

The payment for medical services is accomplished in the following four ways:

1.
Payment at the time of service

2.
Internal billing when extension of credit is necessary

3.
Internal insurance or other third party billing

4.
Outside billing and collection assistance

Payment at the Time of Service

A large percentage of patients will have some type of health insurance for at least major items. Every practice in which there are patient visits should encourage time-of​service collection. It is especially important to collect co-payments and payment for office visits not covered by insurance. If patients get into the habit of paying their current charges before they leave the office, there are no further billing and bookkeeping expenses. If patients are informed when making an appointment that payment is expected at the time of service, they are not surprised when asked for payment at the end if the visit. Use a phrase, such as the following:

"Your charge for today is $25.00. Will that be cash, check, or credit card?"

Many patients are hesitant to ask about charges and are unsure whether to offer to payor to wait until asked. Make it easier for the patients by offering to accept their payments, because most people are prepared to pay small bills on a cash basis. If a patient requests to be billed, the medical assistant may say:

"Our normal procedure is to pay at the time of service, unless other arrangements are made In advance."

Many offices accept credit cards for the convenience of their patients. Debit cards are now widely accepted for payment as well. Computers have made the electronic transfer of funds easy and convenient.

The medical assistant must believe that the physician and the facility have a right to charge for the services provided. Do not be embarrassed to ask for payment for the value of the service. When tact and good judgment are used in billing and collecting, patients appreciate the service they receive and the help the medical assistant provides. Give individual attention and personal con​sideration to each patient, and be courteous, showing a sincere desire to help the patient who has financial problems.

Billing After Extension of Credit

In some types of practice, particularly those involving large fees for surgery or long-term care, it becomes necessary to extend credit and establish a regular system of billing. This requires informing the patient of what the charges will be, what professional services these charges cover, and what the credit policy of the office is.

Many practices do not have a true credit policy; thus each account continues to be evaluated individually. It is almost impossible to judge accounts objectively and equitably under such circumstances.

The physician and the staff should think through their situation, decide what they expect of patients with respect to payments, and how they will inform the patient. Although there will always be exceptions to any rule, there must be a rule, which should be in writing and conveyed to the patient at the outset of the relationship.

Some medical practices prepare an information booklet that includes the payment policy. New patients are given a copy of the booklet. Any patient who needs special consideration can be counseled by the medical assistant. The medical assistant who has the guidance and support of an established credit policy can perform with confidence when handling patient accounts. The credit policy must be fair and must address the following issues:

. Time when payment is due from patients

. Payment at the time of service

. Times when or if assignment of insurance benefits is accepted

. Completion of insurance forms by the office staff (or not)

. Billing procedures

. Collection protocol

. Length of time an account will be carried without payment

. Telephone collection protocol

. Use of a collection agency

. What the highest amount of the account is at any time

You should avoid any reference to the following:

. Character

. Paying habits

. Credit rating

Installment Buying of Medical Services. Because installment buying is so much a part of our economic system today, the physician's office must be prepared to help patients budget for their medical care. Patients expect to use their credit resources and appreciate business-like assistance in establishing a payment plan. The medical profession has too long suffered a poor collection record because of its fear of appearing too commercial. The physician should be ready to arrange credit when medical bills will be high or when a patient for some reason is unable to pay at the time of service. In general, fees for routine office calls and small medical bills should be kept on a pay-as-you-go basis.

In recent years, companies have begun to offer credit or loans specifIcally for medical procedures. This is very popular for cosmetic surgeries. Offices that offer these types of procedures may wish to investigate these alter​native financing services.

Truth in Lending Act. Regulation Z of the Truth in Lending Act, which is enforced by the Federal Trade Commission, requires that when there is a bilateral agree​ment between physician and patient to accept payment in more than four installments, the physician is required to provide disclosure of information regarding finance charges . Even if there are no finance charges involved, the form must be completed stating this fact. The physician retains a copy of the form, and the original is given to the patient. Specific wording is required in the disclosure. Have the patient sign the agreement in your presence, because you must have proof of signing. The disclosure statement must be kept on file for 2 years. Although the disclosure statement is designed as protec​tion for the debtor, it can be a good collection tool for the creditor.

It is recognized that physicians generally permit their patients to pay in installments, and as long as there is no specific agreement on the part of the physician for payment to be made in more than four installments and no finance charge is made, the account is not subject to the regulation. If the patient chooses to pay in installments instead of the full amount, this is considered a unilateral action. The physician, in accepting such payments, pro​bably would not be subject to the provisions of the regulation. The physician's office, however, must be cer​tain to bill for the full balance each time. If the statement is for only a partial payment, it then becomes a bilateral agreement and as such is subject to Regulation Z.

Helping patients budget their medical expenses is a rather new aspect of the business side of medical practice. However, it is a real service to patients and demonstrates that the physician and the office staff are sincerely anxious to help patients pay their own way. It may also prevent many collection problems.

Confidentiality

Obtaining Credit Information. Credit information is confidential. It should be guarded as carefully as a confidential medical history and should be disclosed to no one. When asking for credit information from patients in the office, do so in a private area where others cannot overhear the conversation. A desk or table away from the reception area where a patient can sit in total privacy and complete a credit application is a great asset. Credit information is personal-it should be kept that way.

Credit Bureaus. Some physicians join a credit bureau, particularly in large cities where it is more difficult to gauge informally the patients' ability to pay. Credit bureaus gather credit information from many sources, pool it, and make it available to dues-paying bureau members. If the office receives a request for credit information about a patient, it is permissible to furnish it because the debtor, by giving the physician's name as a reference, has given implied consent; otherwise, the credit bureau would not have contacted the office. According to the Fair Credit Practices Act Amendments of 1975, the following information only can be given:

. When the account was opened 

. How much the patient now owes

Billing Insurance or Other Third Parties

Insurance billing in the medical office is a courtesy to patients. Often, patients do not understand the policies and appreciate the assistance given by the medical office. 

Independent Billing and Collection Services

Many health care facilities find it advantageous to refer their billing and collections to an independent billing service. The information related to services and fees is sent to the billing service on a daily or weekly basis. The servicing agent then handles all billing and collections, as well as any telephone inquiries. This system frees the regular office staff for more patient-oriented duties. An added advantage is that a person who is not connected with the patient care on a personal basis handles any dispute that may arise.

Internal Billing by the Account Manager

Billing Methods

In a practice with only a moderate number of accounts, the medical assistant handles the preparation and mailing of statements. This may be accomplished by using the following:

· A computer-generated statement 

· An encounter form

· A typewritten statement

· A photocopied statement

The appearance of the statement carries a visual impact just as a letter does, so the statement heads should be carefully chosen and the typing clean and accurate. Statement heads are usually imprinted with the same information as the physician's letterhead. They should be of good quality and large enough to allow itemization of charges. Envelopes should be imprinted with Address Correction Requested under the return address to maintain up-to-date mailing lists. A self-addressed return envelope included with the statement encourages prompt payment. This is mainly for the convenience of patients who do not always have stationery available for sending a return payment or who are less likely to return a payment immediately if they must address an envelope.

Computer Generated Statement. Patient accounts are generated and stored in the computer, and a state​ment can be produced whenever needed. The statement can show the service rendered on each date, the charge for each service, the date on which a claim was submitted to the insurance company, the date of payment, and the balance due from the patient. The computer may also be programmed to print messages on the statement, such as Balance now 30 days past due or a selection of other messages.

Encounter Form as a Bill. There are variations in style, but encounter forms are usually personalized for the practice. The form has space for all the elements required in submitting medical insurance claims, such as the following:

· Name and address of the patient

· Name of the insurance carrier

· Insurance identification number

· Brief description of each service by code number 

· Fee for each service

· Place and date of service

· Diagnosis

· Physician's name and address

· Physician's signature


The encounter form can be used as a charge slip for office treatments if the physician checks the services performed at the completion of the visit and asks the patient to hand it to the medical assistant when leaving. Either the physician or the medical assistant may write in the amount of the fee. If a payment is made, it can be so indicated. Instructions to the patient for filing insurance claims are on the bottom left.

Statements. Statements must be correct and must include the patient's name and address as well as the balance owed. If statements are photocopied or micro​filmed, special care must be taken that the ledger card is correct because it will be duplicated in the billing process.

Typewritten Statements. The use of continuous ​form billing statements is a time saver. The statements are printed in a roll with perforated edges for separation. The roll is fed into the typewriter for the first statement and remains until the last statement is typed, eliminating the time and energy necessary for inserting and removing each statement form from the typewriter.

Photocopied Statements. Coordinated ledger cards and copy paper are used in preparing photocopied statements. A perfect statement is ready for mailing in minimal time. Extra care must be used in posting the ledgers. A black pen should be used in making entries on the ledger card, because other ink colors do not reproduce well. Writing must be clear and legible. No personal notes should be made on the ledger cards unless there is something you wish conveyed to the patient. (It is possible to buy pencils with non-reproducible lead if you believe this is necessary for making collection entries.) Usually, a window envelope is used for mailing, which means that the name and address on the ledger must be neat, correct, and positioned correctly for the envelope window.

Internal Billing Procedures

Itemizing the First Statement. If the medical fee has been explained in advance, the monthly statement is merely a confirmation of what is owed, and there should be no misunderstanding. However, it is good business practice-and a courtesy to the patient-to itemize the charges. This is essential if the statement is to be used for billing the patient's insurance. Patients are entitled to an understanding of the physician's statement for medical services.

Itemizing statements is not difficult, and computerized statements usually automatically itemize the first state​ment. The simplest method is merely to allow space on the original statement, below the For Professional Services line, on which to list the separate charges for office visits, hospital calls, or treatments or tests performed in the medical facility.

Many physicians have devised their own itemized encounter forms, which are given to the patient when payment is made at the time of service or later mailed in a combination statement-reply envelope. The use of such charge slips simplifies the itemization procedure, because filling out the slips is usually just a matter of checking the procedures listed. Although the itemization of bills may seem tedious, the medical assistant will spend less time in explaining services provided, clearing up misunder​standings with patients, and following up on delinquent accounts by itemizing. 

 Time and Frequency of Billing

A regular system of mailing statements should be put into operation. Most people expect to receive statements from their creditors, and they plan their budgets around first-of​the-month bills received. Punctuality in billing encourages prompt payment.

Statements should be sent at least once each month. Some offices send bills immediately after treatment; others bill all patients on the same day each month. Mailing statements twice a month (e.g., half of the accounts on the tenth and the remaining half on the twenty-fifth) is also a common practice.

Once-a-Month Billing. If a monthly pattern is followed, bills should leave the office in time to reach the patient no later than the last day of each month and preferably before the twenty-fifth of the month. Planning ahead for the preparation of statements can lighten the burden of once-a-month billing (Procedure 14-4). The statement can be prepared at the time of service, postdated, and mailed at the end of the month.

Cycle Billing. Many physicians prefer to use the cycle billing system, which calls for the billing of certain portions of the accounts receivable at given times during the month instead of preparing all statements at the end of each month. Cycle billing is used in large businesses such as department stores, banks, and utility companies. Its many advantages include avoiding once-a-month peak workloads and stabilizing the cash flow. In a small office in which billing is done only once a month, the unexpected illness or absence of the medical assistant for any emergency can leave the physician in a fmancial bind if the statements do not go out.

The accounts are separated into fairly equal divisions, the number of divisions depending on how many times billing will be done during a month. For example, if the office expects to bill twice per month, divide the accounts into 2 equal groups; for weekly billing, divide into 4 groups, and for daily billing, divide into 20 groups.

Small alphabetical groups can be combined to keep the divisions nearly equal in the number of statements to prepare on each billing day. If the files are color coded, the medical assistant may wish to use the same alpha​betical breakdown in billing. Regardless of constant changes in the individual accounts, the mailing dates for accounts in each section remain the same. A schedule for processing and mailing is thus established, and the workload is apportioned throughout the entire month.

Cycle billing allows the medical assistant to continue all routine duties each day, handling the statements on a day-to-day or weekly schedule rather than in one intensive period at the end of the month. This means that whole days need not be sacrificed from other duties to get state​ments in the mail. When the billing is spaced throughout the month, more time and consideration can be given to each statement, the itemization of bills is less burden​some, and the likelihood of error is decreased.

Patients generally accept the cycle billing system quickly, often with enthusiasm. However, if your office decides to change from a once-a-month billing system to a cycle billing system, patients should be notified in advance, and the new plan should be explained to them. To explain the new system to established patients, enclose a notice in each statement for 2 months before the transfer, describ​ing the plan and indicating the future dates on which each patient will receive the bill.

Before a physician adopts the cycle billing system, particularly in a small community, several factors should be taken into consideration, such as the following:

. What is the general income level of the community, and how and when does the average patient get paid?

. Do local companies pay employees at various times during the month, or are most paychecks handed out at the beginning of the month?

. Would cycle billing benefit patients as well as the overall operation of the office?

Billing Third Party Payors. Collection problems may arise if the medical assistant fails to get the necessary insurance information, particularly Medicare and Med​icaid information. In some instances, if the insurance forms are not completed correctly, the claim may be denied because of minor infractions such as failing to name the responsible party or omitting Social Security information, the policy number, or the group number.

Time limits must also be observed in billing third party payors. In cases of Medicare patients with a terminal illness, it may be best to accept assignment of benefits. If the physician does not take assignment, he or she may receive nothing because the family is not obligated to- pay, and Medicare will not pay after a certain time or if the claim has not been correctly filed.

Billing Minors. Minors cannot be held responsible for payment of a bill unless they are emancipated. Bills for minors must be addressed to a parent or legal guardian. If a bill is addressed to a minor, the parent or parents could take the attitude that they are not responsible because they never received the bill.

If the parents are separated or divorced, the parent who brings the child in for treatment is responsible for payment. Whatever financial agreement exists between the parents is strictly their personal business and should not concern the medical office. The responsible parent should be so informed from the beginning.

If a minor appears in the office and requests treatment and you can ascertain that the person is legally eman​cipated, the minor is responsible for the bill. It may be wise to make a determination either with the business manager or with the physician as to whether your office wishes to treat this emancipated minor.

Care for Those Who Cannot Pay

The medical profession has traditionally accepted the responsibility of providing medical care for individuals unable to pay for these services. In spite of the increased scope of government-sponsored care for the medically indigent, physicians still donate thousands of dollars' worth of such medical services each year.

In many instances, medical care of the indigent is available through social service agencies. The medical assistant should learn about any local organizations and agencies that can aid the patient in obtaining the nec​essary assistance. The physician can provide only medical services. Other agencies must provide hospitalization, for example, or arrange for paying the costs of special therapy, rehabilitation, or medications. Unfortunately, there is still another segment of the population that consists of uninsured employees who are not eligible for public assistance, are not covered under a group policy, and cannot afford the high premiums for private medical insurance. Special attention must be given to helping these people arrange to pay their medical bills.

If a physician accepts a case for which a fee will not be paid, complete records must still be kept on the patient. The only deviation in procedure is that the financial record indicates no charge (n/c) in the debit column.

Fees in Hardship Cases

Sometimes a physician is faced with the problem of deciding whether to reduce or cancel a fee in a hardship case. Before adjusting or canceling a fee, the physician or the medical assistant should engage in a frank discussion of the patient's financial situation. Find out whether the patient is entitled to an insurance settlement of some kind. For instance, if the patient's injuries are the result of a car accident, there may be insurance through the automobile policy. Circumstances may qualify the patient for local or state public assistance, such as crime victim assistance. If so, the assistant may direct the patient to the appropriate agency.

If the circumstances of hardship are known before the services are rendered, thorough discussion of what the fee will be and how it will be paid should take place at that time. The physician may suggest that a medically indigent patient seek care at a county hospital with public assistance. A physician should be free to choose his or her form of charity and not feel obligated to substantially reduce or cancel a fee when the circumstances are known in advance.

After the physician and patient have agreed on a fee, special circumstances may arise that create a hardship. If the physician then agrees to reduce the fee, the patient should be told that the reduction will be effective only after the adjusted amount is paid in full. For instance, if a fee of $500 is reduced to $350, the full amount of the $500 charge should appear on the ledger and when $350 has been received the remainder can be written off as an adjustment.

Pitfalls of Fee Adjustments

When a physician begins to reduce his or her fees, prob​lems can arise. Patients may begin to expect that fees will be reduced in all circumstances. Patients may even doubt the competency of a physician who habitually reduces fees.

Great care should be taken in reducing the fee for care of a patient who dies. The physician's sympathy is with the family in such instances, but the physician's generosity in reducing a fee could be misinterpreted and result in a suit for malpractice. The family may suspect that the fee was reduced because the physician knows he or she made an error.

If the physician agrees to settle for a reduced fee in a situation in which the patient is disputing the fee, care should be taken to make certain the negotiations are without prejudice. By taking this precaution, the physician protects the right to collect the original sum should the patient refuse to pay the lowered fee. The offer of a discount therefore should be made in writing, with the insertion of the words "without prejudice" and a definite time limit for making payment stated. Prepare two copies of the agreement and have the signatures witnessed. Keep the original for the physician and give a copy to the patient.

A fee should never be reduced on the basis of a poor result or as a means of obtaining payment to avoid the use of a collection agency. A reduction for these reasons degrades the physician and the practice of medicine.

Professional Courtesy

Traditionally, physicians do not charge professional col​leagues or their immediate dependents for medical care. Although the concept of professional courtesy is often attributed to Hippocrates, the foundations of pro​fessional courtesy today are derived from Thomas Percival's Code of 1803.

In some cases, giving professional courtesy represents the loss of a large amount of potential income. If there is a substantial outlay in the cost of materials, the professional colleague will probably wish to reimburse the physician for the materials used. Most physicians today subscribe to a health insurance plan. If the care they receive is covered by insurance, it is entirely ethical for the attending physician to accept the insurance benefits in payment for services.

If the services are frequent enough to involve a significant portion of the physician's professional time or if they extend over a long time, the physician may wish to charge on an adjusted basis. When professional courtesy has been offered and the recipient still insists on paying, the physician need not hesitate on ethical grounds to accept a fee for service.

Professional courtesy is often extended beyond fellow physicians and their dependents. Most physicians treat their own medical assistants, and often their families, without charge and grant discounts to nurses and medical assistants not in their direct employ. Student externs should never expect to be treated while serving in an externship capacity. Professional courtesy is sometimes extended to others in the health care field (e.g., phar​macists and dentists).

