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How To Collect
When A Client

Fails To Pay

By Esco Buff, CE, APF, PhD
lients who fail to pay for
hoof-care services are a

C problem that every farrier
experiences at some point in his or
her career.

There are a variety of cases and
reasons as to why clients don’t pay
their farriers. By
understanding
the United States
government’s
definitions of non-
payments and reviewing the basics for
collecting, you can be better prepared

for making sure more of the money
you earn gets to your pocket.

Unpaid Invoices

Each day, millions of small busi-
nesses are getting stiffed or are not
paid on time. In fact, according to the
National Federation of Independent
Businesses, slow or late payments are
the most significant issue businesses
encounter when it comes to getting
the money they re rightfully owed.

Like most small business owners,
dealing with late payments is not
your specialty. Constantly letting late
payments slide makes you look bad,
is unprofessional and financially hurts
you and your family.

There are three ways to demand
payment on unpaid invoices or bills:
4 Send a collection letter to the
offender requesting payment on the
unpaid invoice. Sample collection
letters can be easily found on the
Internet, as well as in many business
supply stores.
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4 You can collect debts by hiring an
attorney or using a collection agency.
4 Sue the offender in your state’s
small claims court. Follow the
ensuing procedure discussed in the
bad check collection section.

The latter two, especially the
second, have costs associated with
them, so make sure the probable sum

A bank may cash a check even
if a stop payment is placed oniit ...

you recover exceeds the time and
finances you are willing to invest in
the collection.

Bad Checks

A bad check is a check that
you can’t cash. The two types of
bad checks are stop payment (SP)
and non-sufficient funds (NSF) or
bounced checks.

Stop payment checks. An SP
check occurs when the owner of the
check requests that the bank stop
payment. Sometimes there are valid
reasons for stopping payment on a
check, such as the goods or service
paid were never delivered or were
defective. This is known as a “good
faith dispute.”

State SP check regulations vary.

In some states, SPs can’t be done

on any service checks and in other
states, it is allowed but only for “good
faith” reasons. Usually, if a check you
cashed was returned because a stop
payment was placed on it, you may
take legal action. For your lawsuit to
be successful, you must show that the

# Allowing late payments
to persist is detrimental to
your business.

& Supply each client with
your late payments and
bad check policies.

& In the case of a bad check,
contact the client to address the
issue.

person who issued the SP acted in bad
faith. In most states, you can sue for
the amount of the check plus damages
for up to three times the amount of
the check.

Another interesting fact is a bank
may cash a check even if the writer
of the check had put a stop payment
on it. If the SP was
done orally, such as
by phone, the stop
payment is only
valid for 14 days. If
the SP was done in writing, it is valid
for 6 months. The owner of the check
can renew stop payments.

Non-sufficient funds checks. An
NSF check occurs when the owner of
the check didn’t have enough money
in the account to cover the check.
NSF or bounced checks can be an
expensive hassle. They occur more
frequently today because of electronic
check cashing, which means banks
don’t have to actually process your
physical check.

Digital substitute checks can be
presented instead. That means checks
can clear within a few hours instead
of a few days. There are several ways
to collect on NSF checks.

How To Collect
On Bad Checks

First and foremost, you should
post your returned check policy and
the fee that you charge somewhere
on your footcare invoice, as well as
on an easily seen area of your farrier
vehicle.

Secondly, and especially for newer
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customers, make sure you record their
phone number and driver’s license
number on the check, if permitted by
your state’s laws. This can be most
helpful in contacting the check writer
if the check comes back as NSF.

State laws address the penalties for
writing bad checks. There are gener-
ally two types of penalties for NSF
checks: civil and criminal.

Civil penalties address how
much the recipient can collect after
receiving a bad check. In some states,
this can be much more than the
amount of the bad check, and may
include double or triple the amount
of the check plus attorney fees and
damages.

In criminal penalties, the bad
check writer can be prosecuted and
even arrested. NSF checks typically
become criminal matters when there
is intent to defraud on the part of the
check writer. The majority of bounced
check cases do not involve criminal
penalties, as most people cover a bad
check as soon as possible.

Here are steps for collecting on SP
and NSF checks:

Contact the check writer as soon as

you know about a bad check. Ask
them to make good on the bad check or
pay you in cash. Be careful about when
you call the customer and how often.
Laws in several states limit what you
can do to collect debts.

To avoid problems, call only
between 8 a.m. and 9 p.m. Maintain
politeness in your request for
payment. Keep a record of the date
and time you contacted the check
writer. Give the check writer a dead-
line of 1 to 2 weeks to make good
on the check. I advise accepting a
postal money order, bank check or
cash from the check writer to avoid a
second returned check.

If the check writer does not make

good on the bad check, send a cer-
tified letter. Include a return receipt,
with the demand for payment on the
bounced check. In your letter, demand
to be paid within 30 days and include
the following: the amount of the check,
the cost of certified mail and the service
fee charged by your bank.
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Small claims court is an effective way to collect small debts because it's inexpensive,
fairly quick and no lawyer is necessary.

Thirty-five states have bad check
laws that are particularly favorable to
businesses. In such states, if you send
a written demand for payment, you
may be able to collect extra damages
in court.

After a few days, ask the client’s
bank whether the check is good, as
the customer may have deposited suffi-
cient funds after the bounced check was
returned. You can check the status of an

Post your
returned check
policy and the fee
on your footcare
invoice ...

account by calling the bank and saying
you are holding a check for a certain
dollar amount and asking whether there
is enough in the account to cover it. If
so, take the returned check to their bank
and cash it.

Another option is asking the

customer’s bank for enforced col-
lection. If the bank offers this service,
the bad check will be held in a special
category. The next money deposited in
the client’s account will go to you.

If you aren’t paid within 30 days
from the date of the certified letter,
you can sue in small claims court.
The SP or NSF must be less than the
maximum amount you can sue for in
your state’s small claims court. Most
states have limits of $2,000 to $5,000.
If you’ve followed the bad check

procedures in your state, you may
be entitled to two or three times the
amount of the check as damages, as
well as your court filing and service
of process costs.

Small claims court is particularly
well suited to collecting small debts
because it’s inexpensive, fairly quick
and you don’t need a lawyer. If you
file a suit in small claims court and
your customer doesn’t show up when
they are supposed to, you’ll win the
case by default.

A substantial percentage of
customers don’t contest claims for
unpaid fees in court because they
know that they owe the money and
can’t win.

If you file a Small Claims Court
claim, you must produce a copy of
your written demand and a signed,
certified mail receipt showing its
delivery, or attempted delivery if
refused, to the owner’s address.

Another option is to subscribe to
a check recovery service to handle
collections on bad checks. Their fees
are a legitimate business expense
and they take the hassle and embar-
rassment of dealing with bad check
writers out of your hands.

You can set up these services so
bad checks go directly from your
bank to the check recovery service.
They will begin electronic collec-
tion of the bad check and send you a
report. 0
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