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Advanced Methods for Insurance Collections

The primary focus of a medical/dental office is to provide quality customer service to patients. However, a 
medical/dental office is also a business. A medical/dental office earns money from patients and 
reimbursements from insurance companies. Collecting payments from patients is often a difficult task. 

Legal and Practical Issues of Billing and Collection Practices 

An overlooked byproduct of health care reform and the general economic recession is the “multiplier” 
effect of larger deductibles and co-pays and the reduced ability of patients to make those payments, 
resulting in more collection problems and the perhaps unintended creation of consumer financing issues. 
This article is intended to address both the legal and practical issues of your billing and collection 
practices. 

I. Legal Issues

Two legal issues that are often overlooked are the federal Truth in Lending Act (TLA) and the federal Fair 
Debt Collection Practice Act (Fair Debt Act). 

Most physicians jump to the conclusion that the TLA does not apply to them because they are not engaged 
in consumer financing. However, TLA applies to any person who regularly extends consumer credit and the 
definition of consumer credit characterizes the transaction as one in which the party to whom the credit is 
extended is an actual person and the services which are the subject of the transaction are primarily for 
personal, family or household purposes -- this definition applies directly to the extension of credit for 
medical services and the TLA will apply if your practice meets either of these thresholds: 

1. You regularly extend credit, which is defined as extending credit more than 25 times per year; and

2. The credit is either subject to a finance charge, or payable or subject to a written agreement in
more than four installments.

Interest, or “the finance charge,” does not include charges for actual, but unanticipated late payment, for 
exceeding a credit limit, or for events of default or delinquency such as checks returned for insufficient 
funds. 

If you are extending credit and subject to TLA, then you should consult with your lawyer to prepare the 
necessary disclosure documents necessary for the Truth in Lending Disclosures, which are basically the 
same documents you receive in any of the lending transactions in which you may have been involved. 

The Fair Debt Act makes it unlawful for anyone to give a consumer, in this case the patient, the false belief 
that the person other than the creditor is participating in the collection process. For example, if you 
threaten to turn patients over to a collection agency, but actually have no arrangements to do so, you are 
violating the Act. Therefore, you should follow the following guidelines with regard to compliance with the 
Fair Debt Collection Practice Act: 

1. Do not threaten to refer a bill to a collection agency or take any other action unless you plan to do
so or regularly do so with others;

2. Do not disclose to any third party, over the phone or otherwise, that you are attempting to
collect a debt from a patient;

3. Do not send correspondence which reveals collection activities, such as post cards, envelopes
with “past due” stamped on the outside;

4. Do not call patients before 8:00 a.m. or after 9:00 p.m. or at work if you know they are not
permitted to take personal calls; and

5. You may not call a patient directly if the patient has advised you they are represented by counsel.
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II. Practical Issues

In order to ensure that your medical practice is compliant, it is prudent to create a self- pay financial policy. 
A written financial policy not only helps your office support staff to be consistent in how self-pay 
collections are implemented, but also allows your patients who have self-pay balances to know what to 
expect from your practice. 

Consider including the following elements into your policy: 

1. How and when your practice verifies patient insurance coverage. The person who verifies
insurance should be instructed to document co-payment amounts by specialty and/or type of service
into the patient chart so that office staff knows exactly what to collect from the patient on the date
of service.

2. Specifics about what the patient can expect for collection of other patient-responsible balances such
as deductibles and co-insurance amounts. Explain the billing cycle to every patient. Inform them about
your patient invoicing procedures; such as, the frequency of invoicing and the types of collection activities
your practice employs.

3. Patient Due Statements. Design a statement that is readable, that clearly identifies the balance due,
specifies the due date, and clearly states how patients can contact your office.

4. Bad Addresses. Create a procedure to quickly investigate patient statements that are returned to 
you due to a bad address. If you are unable to correct it, the patient chart should be flagged so that 
any future contact with the patient, including subsequent appointments and invoices, are halted 
until the address is updated. Reporting Bad Debt. If you determine that you want to affect a patient’s 
credit score, you may choose too sign-up with a credit bureau. Patients’ concerns about bad debt 
reporting may prompt them to pay you promptly.

5. Financial hardship. What criteria does your practice utilize to reduce a patient-due balance? If 
your practice participates with Medicare, you need to be certain that you are charging all payers 
equally. This means that co-payments, deductibles and coinsurance amounts are not be written off 
subjectively. Developing standard discounts that are based upon income guarantees that self-pay 
reductions are handled equitably and objectively.

6. Payment methods that are accepted by the practice. For example: cash, checks, payment
plans, debit cards, and credit cards.

If.  Cash – Collect co-payments on the date of service, preferably at patient check- out. Practices that 
collect at check-in may miss co-payments that are assessed by type of service. If you accept cash, be sure 
to have procedures in place for daily reconciliation. 

ii. Payment Plans – Your policy should specify acceptable payment thresholds, with the goal being
to collect all balances in three months or less. Determine if your practice management system has 
functions that can easily create payment coupons. This can help your patients to keep their payment 
commitment. If your financial policy allows for assessing interest, make sure that the system is set-up to 
follow TLA guidelines. 

iii. Debit and Credit Cards - Think about ways to make it easy for your patients to pay their
balances; including giving patients an online payment option. 

After you’ve established your policy, take the time to train your front desk and billing staff. Practices can 
be exposed to legal liability simply due to an employee who is not appropriately trained or who is 
uncomfortable or incapable of accurately communicating with patients who are delinquent. 
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Have Complete understanding of a well-designed financial policy, combined with frequent staff training and 
refresher seminars on coding and legal issues will help your office become successful and efficient. 

1.Write offs should be labeled. Insurance name and reason for write off. Pre pay discount and more.

2.Each team member should have their own code

3. Run Insurance Verification Report Daily

http://www.links2success.biz/
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Before you start your calls understand that you should start with the newest $$ owed. It will make you the 
highest % of collectable dollars. Also, one a claim is older you have lost $$ so you need to have a system. 

A checklist:

1. Make sure your copayment collections are either over or on the rounded out dollar.

2. When posting make sure you know if the fee you submitted was full fee, and you received what you
should have for that treatment or did they downcode.

3. If they did, check to make sure you knew that plan will downcode and you collected the correct
copayment.  Make a list of the plan, with the code and the correct copayment you need to collect at
all times for that code.  Change the computer to match this fee.

4. TREATMENT PLANS. Pay close attention to what any claim payment does to the patient’s account
balance and handle accordingly. If an insurance payment creates a credit on an account, don’t
refund this credit until you check to see if there is treatment pending for any family member listed
on the account. If treatment is scheduled, hold the credit to use against those fees. If there is no
scheduled appointment, seize this opportunity to contact the patient and see if he/she would like to
schedule and use this credit towards those fees.

a. If the insurance paid more then you had listed, know why.  Never leave a credit on the
account. Make sure you do an audit and know who that money belongs too!

5. TOTAL THE FEES ON THE CLAIM. Always make sure that the total of fees on the EOB is the same as
the total of the claim that you submitted. Third party carriers can omit procedures in error. You will
not know that this has happened unless you consistently check the totals.

6. 6.WRITE OFFS. If your practice has contracted with any third party carriers, each claim must be
reviewed to make sure that any required adjustment has been made. Patients must not be billed for
any amount over the contracted fee.  Always write off towards the plan or other write offs since that is
a big issue when auditing, and understanding which plans are making you $$$.

7. SECONDARY CLAIMS. When your practice receives a payment from a primary carrier, check to make
sure that a secondary claim is generated. If the secondary claim is through a managed care plan, be
certain that the primary hasn’t paid more than the secondary carrier would pay. If it has, void the
secondary claim and make any required adjustment to the account. There is no point in paying a fee
for submitting a claim to a carrier that you know will not pay any benefits. When you receive
payment from the secondary carrier, be certain that they have paid as a secondary carrier. There will
be times when the secondary does not have information about the primary and will pay as primary.
When this happens, inform the secondary carrier so that they can obtain the correct information from
the insured and request a reimbursement from your practice. Why are you waiting for secondary
claims to pay or deny?  Charge the patient the copay upfront.

8. RESEARCH DENIALS. Third party carriers will list codes that represent their reason for denials.
Determine the reason and take action. If there is a coding problem, get some help. There are
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excellent sources of help available. “Insurance Solutions Newsletter” is just one example (888- 825-
0298). If your practice subscribes to this newsletter, phone support is available for insurance filing 
questions. Also, some carriers will delay payment because they require additional information from 
the subscriber. Document this and contact the insured if the claim remains unpaid. 

9. EACH DAY, SEND PATIENT STATEMENTS. This is the last and possibly most important step to this
system. Daily statements mean that a statement will go out immediately after claim payment. When
statements are mailed once or twice a month, revenue will be strong at that time and weak during
the remainder of the month. The beauty of this aspect of the system is that it will greatly improve
practice cash flow.

10. Establishing and following strong systems is a key to efficiency and prosperity in dental practices.
For practices that file insurance claims for patients, it is imperative that staff members
conscientiously adopt a system such as POST WITH CARE to ensure that, when a claim is closed, it
is correctly closed. This will help both the practice and patients obtain the maximum insurance
benefit on a timely basis and cut those hidden costs of that Accounts Receivables.

http://www.links2success.biz/
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Collection Calls: 

Collection Call Scripts 

All calls must be documented as part of the patients record. What they say should be in “I am calling 
for a cleaning” and your answer also needs to be documented within “”. This is a legal issue. You 
must follow up with treatment plans that are not completed at least three times with 
documentation. 

When I am called into an office to help with the collections process, the Dentist will often say 
something like, “Christine,” I’ve told her a dozen times to call people every day until she gets in touch 
with them. But she just won’t do it. She’s not assertive enough to pick up the phone. She just keeps 
sending letters. Will you please go over with her the importance of reaching these people by phone?” 

I agree that the phone is the best way to get people to realize that you are serious about collecting 
money. I’ve never had money come in from a difficult collection just by sending a letter or statement. 
The statements only work for the people who routinely pay their bills. Collection letters work for the 
next level of patient – the ones who only pay if they think they must to avoid legal action. But nothing 
works as good as a phone call. 

So I meet with the financial coordinator and here is most often what I hear in regards to, “Why do you 
avoid calling patients about their overdue account?” 

“What am I supposed to say?” 

Somehow, this person managed to get assigned the duty of collecting accounts receivable without ever 
receiving adequate training. I’ve attended several accounts receivable training courses that I was really 
excited about only to come home disappointed and having learned nothing. Often, a consultant will get 
so wrapped up in the process of sending out letters and collecting while in the office, that he/she 
forgets about the call we sometimes have to make.  This is a critical part of the process, so I am going to 
give you some sample scripts now. Hopefully, I have covered every possible scenario with what the 
patient on the other end is going to say. 

First, let’s talk about the pre-conceived notions that many team members have about what is going to 
happen on the phone call and dispel some myths.  What is the fear involved with making a collection 
call anyway? No one can shoot you over the phone, right? The first fear the team member often has is, 
“What if this person is not satisfied with the work Dr. Taxin performed?” That’s the one I hear most 
often.  Okay, if this person is truly dissatisfied, isn’t it better to know it and be able to fix it rather than 
have that patient blabbing all over town about Dr. Toxin’s inferior work? In fact, I started to see these 
collection calls as a customer service opportunity after a while. There were occasions (few and far 
between, thankfully) when the person on the other end was truly dissatisfied with something. It does 
happen. Sometimes it was the doctor or his work, sometimes it was the team or our work, how we 
collected or did not collect from insurance as promised, etc. Handle it correctly, and you’ll have a 
happy, paying, and loyal patient for life. We assume that if someone has a problem, they will call us. 
But they don’t.   

“I sure do and I will get it in the mail today. Thanks so much.” 

Now, how painful was that? For either party? I can’t count the number of times it goes like this. Then we 
are left feeling like, “Why didn’t she just call and tell us that?” Or “Why didn’t she just send in $100 two 
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months ago.”  The answer?  Because you didn’t call her two months ago. You see, they wait until they 
have an agreement with you. Of course, getting signed financial agreement up front will help avoid these 
types of calls.  I’ve talked about that before and I feel quite certain I’ll be writing about it again! 

Let’s look at one now where the patient does have a problem with the doctor’s work.  How would 
you handle that one? 

“Mrs. Julies, I’ve noticed that your account is 60 days past due. Was everything okay with your 
partial/denture/crown/inlay?” 

“Well, I’ve been meaning to call you. Actually, no, everything is not okay.” (Long pause – 
you are going to have to pull it out of her.) 
“Oh, I’m sorry to hear that Mrs. Julies. Would you like to tell me what is wrong, or would you prefer 
that I have Dr. Taxin give you a call at his next break?” 

Usually, they start describing the problem to you. After all, they are either intimidated by the doctor, or 
they don’t want to make her angry with them. This is a good thing, though, because it means they 
intend to return to the practice, so we haven’t messed up too badly. In the rare occasions where they 
have wanted to speak with the Dentist, it’s still usually a win-win opportunity because Dentists usually 
rise to the occasion and make the patient very happy. 

“I just can’t wear this lower denture. It simply doesn’t fit and I can’t see paying for something that I am 
getting no use out of.” 

“Mrs. Julies, I understand how you feel. Sometimes lower dentures can be tricky to get them to fit 
properly.  I am certain Dr. Taxin would be happy to adjust it again for 
you. When can you come in?” (Notice I did not bring up the payment again.) “Well, I don’t want 
to be out any more money.” 

“Oh we are not going to charge you, Mrs. Julie. I just want you to get a lower denture that you are 
satisfied with.  Could you come in this afternoon?” 

“Well, yes, I guess I could.” 

“Would 2:00 work with your schedule?” “Yes, 

I’ll be there at 2:00.” 

“Great, Mrs. Julie, “We are looking forward to seeing you at 2.” 

When Mrs. Julie comes in, Dr. Taxin is going to adjust her lower denture – again. Ask her if she is now 
satisfied and could take care of her bill. If not, set a task in Outlook to call her again in a couple of days. 
The few times that I have had this happen to me. I usually got a check in the mail for the balance before 
I had to make the call.  When I did have to make the call, the gentleman put the balance on his credit 
card and was happy.  (He, again, was just waiting for me to call.) 

I’d love to hear from you. What scripts have you successfully used? What excuses do you hear?  What 
are you afraid the patient on the other end is going to say? 

First, I would like to say that the best action to take is to be in a proactive stance, meaning you collect 
the uninsured portion at the time the insurance is filed. This way, there is no reason to be billing 
patients except in rare circumstances. 

http://www.links2success.biz/
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The most effective way to collect past due accounts is through telephone communication, with a letter 
being the last resort. The financial coordinator may find it necessary to place collection calls at times 
other than 8 to 5 traditional work hours to reach the patient at home. The rules for placing collection 
calls are: 

1. Document Document Document

2. Never place collection calls after 8 p.m. or during the dinner hour.

3. Do not leave messages with other family members about the nature of the call.

4. Always remain courteous, even if the patient loses his or her temper.

5. Collection calls should be made from an area with complete privacy

6. Caller identification should be blocked or restricted to prevent the patient from identifying

the dental practice.

7. Do not leave voice mails about collection problems. It is permissible to ask the patient to return the

call. "Hi, Mrs. Smith, this is Lisa at ________

Question: 
My client's payment is more than 60 days past due. In our written agreement, the client agreed to pay 
half of my fee up front and half on completion. Now that the work is done and the client hasn't paid 
the second half of my fee, can I charge a late fee? If so, how much can I charge? 

Answer: 

You've certainly hit on the biggest complaint of most freelancers: clients who won't pay up. Late fees 
are certainly one good way to discourage this kind of behavior, but they aren't appropriate in every 
situation. 

You should assess a late charge only if the client knew, at the outset, that you reserved the right to do 
so. For example, if your written agreement provided for this possibility, or if you have done work for 
the same client before and charged a late fee without any objections, you can charge a late fee now. 
Also, all of your invoices should include the phrase, "Accounts not paid within 15 days of the date of the 
invoice are subject to a % monthly finance charge." 

A late fee is normally assessed as a monthly finance charge. Figuring out what to charge is a two-step 
process. First, divide the annual interest rate you want to charge as a late fee by 12 to determine your 
monthly interest rate. Next, multiply this monthly rate by the amount due to determine the amount of 
the monthly late fee. For example, if the annual interest rate is 12%, the monthly interest rate is 1%. If 
a client owed you$10,000, you'd multiply this amount by 1% to figure out how much the client owes 
you every month as a late charge. One percent of $10,000 is $100, so the client would owe you an extra 
$100 for every month his payment was late. Your state might restrict how much you can charge as a 
late fee. As long as you charge no more than 10% per year, however, you probably won't run afoul of 
your state's rules. 
Checklist to your Practice Analysis

1. Calculate Production & Collections (run report from your computer)
2. Overhead (profit & loss statement
3. Make a list of variable expenses compare to industry

Staff compensation  % of overhead  Guideline 20-25%
Laboratory % Guideline 8-12% 

4. Fee Analysis 
5. Average generating fee per patient
6. Accounts Receivable  If you are over 4% considering hiring a clean up assistant
7. Insurance Management (write off for each plan per code) end of day add to spreadsheet
8. Procedure Code Analysis (what codes are being billed, how many times? How can we start to use 

all the codes?
9. Daily, Weekly, Monthly Production per provider per department
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