The Role of Medical Liens in Personal Injury Settlements

Our Alabama Attorneys Can Fight to Make Sure Your Settlement Stays Yours

You’'ve been through a personal injury accident, a long recovery, months of treatment, and a

legal fight to hold the responsible party accountable. Your case finally settles. Then, just when
you think the hardest part is over, the real financial reckoning begins. Multiple parties are
standing in line ahead of you with legal claims against the money you just recovered.

Medical liens are those claims, and if they aren’t identified, challenged, and negotiated by an
attorney who knows what they’re doing, they can take a significant share of a settlement that
was supposed to rebuild your life.

The attorneys at Dean Waite & Associates, LLC don’t treat lien management as an afterthought.

It’s a core part of every case we handle, because the number on the settlement check isn’t what
matters. What matters is what you actually take home.

What a Medical Lien Is and How It Works

A medical lien is a legal claim placed against a personal injury settlement or court award by a
party who paid for or provided the medical treatment connected to the injury. Instead of billing
you directly when you couldn’t pay, certain providers and insurance companies agree to defer
collection and wait for the case to resolve. When it does, their lien gives them a legal right to be
reimbursed from the settlement proceeds before you receive the remaining balance.

Think of it like a mortgage on a house sale. The lender doesn’t get paid when the house sells;
they get paid first. The seller receives whatever is left over after the mortgage is satisfied.
Medical liens function the same way. The settlement is the sale, the lienholders are the lenders,
and the injured person is the seller waiting to see what remains.

This arrangement actually serves an important purpose for injured people. Without liens, many
accident victims couldn’t access medical care at all. Providers who agree to treat on a lien basis
make it possible to get the surgery, physical therapy, or imaging you need right now, without
insurance or the ability to pay upfront. But the tradeoff is that those costs follow you all the way
to resolution, and they have to be managed carefully.

Who Can Place a Lien on Your Settlement?

Several categories of parties can assert legal rights against your personal injury recovery, and in
Alabama cases, it’s common to find multiple lienholders at once. Parties that may be involved
include:
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e Healthcare providers and hospitals: Doctors, surgery centers, physical therapists, and
imaging facilities who treated you under a letter of protection or deferred billing
arrangement can place a lien equal to their stated charges. These are often negotiable,
especially when the provider’s billed rates are significantly above market.

o Private health insurance: If your health insurance paid for any treatment related to the
injury, the insurance company typically has a contractual subrogation right to recover
those payments from your settlement. The specific terms depend on your policy
language.

e Medicare: Medicare is a secondary payor under federal law. If Medicare covered any
injury-related treatment, the Medicare Secondary Payer Act gives the federal

government a powerful statutory right to reimbursement. Medicare liens carry
automatic priority and can’t simply be ignored or negotiated away without following a
specific federal process.

e Medicaid: Medicaid recovery rights exist but are constrained by the U.S. Supreme
Court’s ruling in Arkansas Dept. of Health and Human Services v. Ahlborn, which limits
Medicaid recovery to the portion of the settlement allocated to medical expenses, not to
the full settlement amount.

e ERISA plan administrators: Employer-sponsored self-funded health plans governed by
ERISA often include language asserting full reimbursement rights, and because ERISA is a
federal statute, it can preempt Alabama state laws that would otherwise protect you.

e Workers’ compensation carriers: When a workplace accident leads to both a workers’
compensation claim and a third-party personal injury lawsuit, the workers’
compensation carrier typically has a statutory lien against any third-party recovery.

Why Lien Management Is as Important as Settlement Strategy

Consider what happens without active lien management. A client settles a car accident case for
$180,000 after suffering a serious back injury. It sounds like a life-changing recovery, until the
accounting begins. The health insurance provider paid $45,000 in treatment costs and wants full
reimbursement. The hospital has a lien for $28,000 in billed charges. Medicare covered a
procedure and asserts a conditional payment claim. By the time attorney fees and case costs are
deducted alongside full lien payment, the client’s actual take-home is a fraction of what the
settlement appeared to be.

This isn’t unusual. It’s the default outcome when liens are accepted at face value rather than
challenged and negotiated. The settlement amount is what gets reported. The net recovery is
what changes lives.
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How an Attorney Negotiates Liens Down

The good news is that most liens are negotiable, and experienced negotiation routinely
produces meaningful reductions. Lienholders don’t always have the leverage they appear to
have, and the right arguments applied at the right time can shift the numbers significantly in a
client’s favor.

Here are the strategies we use on behalf of our clients.

o Challenging Validity: We verify that proper notice was given, that the lien covers only
injury-related treatment, and that the billing amounts are accurate. Procedurally
defective liens can be rendered unenforceable entirely.

e The Made Whole Doctrine: This legal principle holds that a lienholder shouldn’t recover
anything until the injured person has been fully compensated for all of their losses.
When a settlement doesn’t make the client whole, this doctrine becomes a powerful
argument for reduction or elimination of the lienholder’s claim.

o The Common Fund Doctrine: This doctrine recognizes that a lienholder is benefiting
from the legal work that created the settlement fund. It requires the lienholder to share
proportionally in the attorney fees and costs that generated the recovery they’re
drawing from.

o Equitable Reduction Arguments: When the settlement is limited by insurance policy
caps or other practical constraints, we argue that lienholders should accept proportional
reductions that reflect the client’s incomplete recovery.

e Lump-Sum Offers: Many providers and insurers will accept a reduced amount in
exchange for immediate, certain payment. Waiting for future payments carries risk for
the lienholder. We use that uncertainty as leverage.

For Medicare specifically, the Centers for Medicare and Medicaid Services allow for formal

waiver or compromise requests when repayment would cause financial hardship or when the
recovery from the beneficiary would be against equity and good conscience. These requests
require documentation and adherence to a specific administrative process, but they can
produce meaningful results when pursued correctly.

The Role of Letters of Protection

Before a case settles, many injury victims receive medical care under a letter of protection. This
is a written agreement between the attorney and the medical provider guaranteeing payment
from any future settlement. Letters of protection function similarly to provider liens and must
be addressed at resolution alongside any insurance or government payment claims.
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For clients who don’t have health insurance or whose coverage excludes accident-related
treatment, letters of protection are often the only way to access high-quality medical care in the
critical early stages of recovery. The providers who work with injury attorneys on this basis
understand that their payment depends on a successful resolution, and that shared stake often
makes them more flexible on the back end as well.

What Happens If Liens Aren’t Handled Properly?

Ignoring or improperly handling medical liens isn’t just a financial risk. It’s a legal one. Federal
liens, particularly Medicare and Medicaid claims, carry statutory enforcement authority.
Distributing settlement proceeds without satisfying a valid Medicare lien can expose the client,
the attorney, and even the settling insurance company to liability under the Medicare
Secondary Payer Act. The federal government has real enforcement tools and uses them.

Beyond federal exposure, failing to resolve valid provider liens can result in continued collection
actions against the client even after the case is closed. The settlement was supposed to be the
end of the legal chapter. Unresolved liens reopen it.

How Our Alabama Personal Injury Lawyers Protect What You’ve Recovered

The Alabama personal injury lawyers at Dean Waite & Associates, LLC inventory all potential
liens at the beginning of every case, not just when the settlement is in sight. That early start
allows us to track conditional payment amounts, challenge improper billing, and build
negotiating positions before anyone is under time pressure to close the file. We coordinate lien
resolution directly alongside settlement negotiations so that clients understand their projected
net recovery before they agree to any number.

You should be able to keep as much of your settlement as possible. Liens are a legitimate part of
the process, but they’re not fixed. With the right preparation and persistence, they can be
reduced significantly.

If you’ve been injured and you’re worried about how medical bills will affect your recovery, let’s
talk. Contact us for a free case review. We handle every aspect of your case, from the accident
investigation through final distribution, so you’re never navigating the fine print alone.
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