Steps for Negotiating & Resolving Healthcare Liens
By Jason D. Lazarus, J.D., LLM., MSCC

Introduction

Resolving healthcare liens is a critical aspect of the resolution of personal injury cases.
These liens, if not addressed properly, can significantly impact the net recovery for clients. This
section outlines a general approach that personal injury law firms can use to negotiate healthcare
liens effectively, ensuring compliance with legal requirements and maximizing the client’s net

recovery.

Step-by-Step Process for Negotiating the Resolution of Healthcare liens

Pre-Negotiation Preparation

o Case Analysis: Assess the total settlement amount and the client's overall
recovery to determine the impact of liens. Evaluate liens based on their legal

enforceability and potential for negotiation.

o Client Communication: Keep the client informed about the identified liens and
their potential impact on the settlement. Discuss negotiation strategies and obtain

consent for proposed lien reductions.

Engagement with Lienholders

o Direct Negotiations: Engage directly with lienholders through phone calls,
letters, and meetings. Clearly articulate the rationale for lien reductions and

provide supporting documentation.
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Negotiation Strategies

o Arguments for Reduction: Use legal arguments to negotiate lien reductions.
This may include challenging the validity of the lien, arguing for equitable

distribution, or invoking state-specific lien reduction statutes.

1. Financial Hardship: Present evidence of the client's financial hardship to
negotiate reduced lien amounts. This is particularly effective with
government liens such as Medicare and Medicaid where favorable law

exists for such reductions.

2. Equitable Distribution/Proportional Reductions: Advocate for
equitable distribution/proportional (or pro-rata) reductions based on the
client's net recovery. Lienholders may agree to reduce their claims to

ensure the client receives a fair portion of the settlement.

Documentation and Compliance at Resolution

o Lien Resolution Confirmation: Document all negotiated agreements in writing,
clearly outlining the reduced lien amounts and any payment terms. Ensure that

lienholders release their claims upon payment with a lien satisfaction (see below).

o Compliance: Verify compliance with all legal and regulatory requirements
during the negotiation process. This includes timely reporting and proper

documentation of lien resolution activities.

Payment and Finalization
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o Lien Payment: Arrange for the payment of the negotiated lien amounts from the

settlement proceeds.

o Lien Satisfaction: Obtain lien waivers or release of lien from the health insurance
providers upon agreement to the reduced amounts, confirming that no further
claims will be made against the settlement funds and that the lien has been fully

satisfied as well as released.

File Closure - Compliance and Documentation

o Legal Compliance: Ensure compliance with all legal and ethical requirements at

the final resolution stage.

o Document Retention: Retain all relevant documentation for future reference and

in case of any disputes or audits.

o Case Closure: Update the lien spreadsheet and client records to reflect the
resolution of all liens. Ensure that the client's final distribution is accurately

reflected in the closing statement after lien payments.

o Client Notification: Inform the client of the successful resolution of their
healthcare liens and provide them with a final closing statement showing the

distribution of funds.

Conclusion

By following these generalized steps, personal injury law firms can effectively manage
and resolve healthcare liens, ensuring that their clients receive the maximum possible net

recovery from their settlements.
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Despite the many benefits of ethically outsourcing lien resolution, personal injury law firms still
will face inherent challenges dealing with liens themselves, highlighting the need for proper
resolution processes within the firm that have been discussed in the foregoing sections.
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