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Executive Summary

Key findings of this reportinclude:

2

CFPB research shows $88 billionin medical debt on consumer credit records as of June
2021. The total amount of medical debtin collectionsin the U.S. is likely higher, since
not all medical debtsin collections are furnished to consumer reporting companies.

Most medical debt collection tradelines on consumer credit reports are under $500,
although many people with medical debt have multiple medical collection tradelines.

As of 2021, 58 percent of all third-party debt collection tradelines were for medical debt,
making medical debt the most common debt collectiontradeline on credit records. The
next most common collections tradeline was telecommunications debt, at only 15 percent
oftradelines.

Past-due medical debt reported to consumer reporting companies can appear on a
person’s credit reports and lower their credit scores. This may reduce their access to
credit and make it harder to find a home or a job.

Medical debt collections are less predictive of future payment problems than other debt
collections are. Certain newer credit models take this into account, but some widely-used
models still weight medical and nonmedical collections equally.

Black and Hispanic people, and young adults and low-income individuals of all races and
ethnicities, are more likely to have medical debt than the national average. As a result,
these populations may be more heavily impacted by outdated credit models that
overestimate the predictiveness of medical debt. Older adults and veterans are also
heavily impacted by medical debt. Additionally, medical debt is more prevalentin the
Southeastern and Southwestern U.S.

Medical bill amounts can be unpredictable and often vary widely based on patient and
provider characteristics. Uninsured and out-of-network patients are often charged prices
that are much higher than what in-network insurers pay—even though the uninsured
may have little ability to pay. The prices charged to uninsured and out-of-network
patients sometimes significantly exceed providers’ costs. Markups are especially high for
emergency care, and for-profit investor-owned hospitals charge higher average markups.
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1. Introduction

Medical debt is the most common collection tradeline reported on consumer credit records. !
People also report being contacted by debt collectors about medical debt more than any other
type of debt.2While medical debt has long played an outsized role on credit reports, concerns
about medical debt collections and reporting are particularly elevated due to the COVID-19
pandemic. Many people have incurred pandemic-related medical debt. Frontline workers may
be particularly likely to have pandemic-related medical debt since they have more exposure to
the virus but are lesslikely to have health insurance than the general population.

The pandemic has also highlighted the unique characteristics of medical debt compared to other
consumer debts. Unlike many other consumer debts, people rarely plan to take on medical debt.
Two-thirds of medical debts are the result of a one-time or short-term medical expense arising
from an acute medical need.3 Medical debtis also unique in that people have less ability to shop
around for medical services. Choice of medical servicesis limited due to price opacity, restrictive
insurance networks, constraints on provider availability, and in some cases, emergency need.
Nonetheless, medical debt is the debt which is most frequently reported to consumer reporting
companies.

Some communities have higher rates of medical debt than the national average. In particular,
young adults, people with low incomes, and Black and Hispanic people, are disproportionately
likely to have medical debt. Veterans and older adults are also significantly impacted by medical
debt. Medical debt rates also vary geographically, with more people having medical debt in
Southern states.

Medical billing and collections practices can be confusing and difficult to navigate. Prices for the
same services are usually higher for uninsured and out-of-network patients than for in-network
patients.4 Even in-network prices can vary substantially between different facilities or different
departments.>5 After billing, providers often send unpaid accounts to third-party collections

1 Furey, Michael and Ryan Kelly. “Market Snapshot: Third-Party Debt Collections Tradeline Reporting.” Consumer
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https://www.kff.org/wp-content/uploads/2016/01/8806-the-burden-of-medical-debt-results-from-the-kaiser-family-foundation-new-york-times-medical-bills-survey.pdf
https://www.kff.org/wp-content/uploads/2016/01/8806-the-burden-of-medical-debt-results-from-the-kaiser-family-foundation-new-york-times-medical-bills-survey.pdf
https://www.kff.org/wp-content/uploads/2016/01/8806-the-burden-of-medical-debt-results-from-the-kaiser-family-foundation-new-york-times-medical-bills-survey.pdf
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.26.3.780
https://pubmed.ncbi.nlm.nih.gov/28558093/

agencies. These agencies have little access to providers’records. This can make it difficult for
people to confirm that the medical debts that collectors contact them about are valid and
accurate.

Once medical bills enter collections, they are often reported to consumer reporting companies.
Medical debt collections on an individual’s credit report can impact their ability to buy or rent a
home, raise the price they pay fora car or for insurance, and make it more difficult to find a job.
This impact is particularly pronounced when lenders, insurers, landlords, and othersrely on
outdated credit scoring models that fail to take into account that medical collections are less
predictive than nonmedical collections of future credit performance.

Medical debt can also lead people to avoid medical care, develop physical and mental health
problems, and face adverse financial consequences like lawsuits, wage and bank account
garnishment, home liens, and bankruptcy. Given the widespread impact of COVID-19,
addressing medical debt is an urgent priority.

This report summarizes key areas of concern in medical debt collections and reporting. We
begin with a section describing the medical debtlandscape. We then discuss the negative
consequences of medical debt for consumers. Next, we outline the impact of the COVID-19
pandemic on medical debt. We conclude with a brief discussion of federal and state regulatory
developments.
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2. The Medical Debt
Landscape

Although medical debt is the most common collection on consumer credit reports, the
decentralized nature of medical debt billing, reporting, and collections makes it difficult to geta
full picture of the medical debt landscape. ¢ In this section, we use the best available data to
measure the prevalence and magnitude of past-due medical debt. We also outline the collections
practices associated with medical debt. Lastly, we discuss disparities across populationsin the
distribution of medical debt collections.

2.1 Prevalence and magnitude

Medical debt is the most common collection type on consumer credit reports. However, this
does not necessarily mean that medical debt is the most common debt in collections; data
suggest that medical debt collections are disproportionately represented on consumer credit
reports compared to, for example, collections for credit card and other financial debt.”

As shown in Figure 1 below, the absolute number of medical debt collections tradelines on
consumer credit reports hasdeclined about 22 percent from Q2 2018 to Q2 2021. However, the
share of collections tradelines indicating medical debt has remained high. In Q2 2018, 60
percent of all collectionstradelinesin the CFPB’s Consumer Credit Panel® were medical debt
tradelines, while in Q2 2021, 58 percent were medical debt tradelines. 9 The total balance of
medical debt collections on consumer credit reports has also declined over this period, but more
slowly; total balance declined about nine percent from Q2 2018 to Q2 2021.

6 See, e.g., “Consumer credit reports: A study of medical and non-medical collections.” Consumer Financial
Protection Bureau. December 2014. Pg. 24-25.

percent of medical collectionstradelines. In contrast, the top 10 furnishers inthe utilities, telecommunications,
finance company, banking, and retail industriesaccount for between 59 percent and 83 percent of collections
tradelines inthose industries.”

7 An internal CFPB analysisshows that as of Q2 2021, 58 percent of collection tradelines were for medical debt, while
only12 percent were for banking and financial debt. See also “Consumer Experiences with Debt Collection” 2017 &
Fureyand Kelley2019.

8 The Bureau’s Consumer Credit Panelis a longitudinal national sample of approximately five million de-identified
credit records maintained by one of the three nationwide credit reporting companies.

9 Internal CFPB analysis of the Bureau’s Consumer Credit Panel (see note 8).
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FIGURE1: MEDICAL DEBT COLLECTIONS IN CONSUMER CREDIT PANEL, 2018 - 2021
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Medical debttotal balance and total tradelines from the CFPB’s Consumer Credit Panel, a 1-in-48 sample of
de-identified creditrecords from one of the three major national consumer reporting agencies (NCRAs).
Values have been scaled by 48 to reflect national numbers. See Appendix C for full data.

The total amount of medical debt in collectionsis not definitively established; recent estimates
range from $81 billion to $140 billion. ° Although aggregate and individual-level estimates of
the balance of medical debtin collections vary across sources, trends (such as the ratio of
medical to non-medical collection) are generally similar.

10 As shown in Figure 1, data from the Bureau’s Consumer Credit Panel reflect an estimated outstanding balance of
about $88 billion in medical debtcollections on consumer credit reportswith one consumer reporting company as of
June 2021. In contrast, a 2020 studypublished inthe Journal of the American Medical Association (JAMA) also uses
creditreport data from one consumer reporting companyto estimate that outstanding medical debtin collections
totals more than $140 billion, while a 2018 studypublished in Health Affairs also used the Bureau’s Consumer Credit
Panel data to arrive at an estimate of $81 billion. Further research isrequired to understand the variationin these
estimates. However, given that all three estimates are based on a sample of credit reports from a single consumer
reporting company, the estimates mayunderstate the total amount of outstanding medical debt in collections, since
not all medical debts arereported to all three national consumer reporting companies. Kluender, Raymond et al.
“Medical Debtin the US, 2009-2020.” Journal of the American Medical Association. July 20, 2021.

Credit Panel; Batty, Michael, ChristaGibbs and Benedic Ippolito. “Unlike Medical Spending, Medical Bills in
Collections Decrease with Patients’ Age.” Health Affairs. July 25, 2018.

tradelines to consumer reporting companies, see, e.g, Brevoort, Kenneth, Daniel Grodzicki and Martin Hackmann.
“The Credit Consequencesof Unpaid Medical Bills.” Journal of Public Economics. July 2020. Pg. 13-14, 30.
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https://www.sciencedirect.com/science/article/abs/pii/S0047272720300670?via%3Dihub

Likewise, estimates of the percentage of American adults with medical debt range from17.8
percent to 35 percent. ! Generally, Americans report higher rates of medical debt on surveys
than the rates estimated by researchers using credit report data. For example, 20.8 percent of
respondents to the 2015 FINRA NFCS survey said they had past-due unpaid medical debt (see
Table 1 below),2while 19.5 percent of credit records in the CFPB’s Consumer Credit Panel
contained at least one medical debt collectionstradelinein 2014.13

TABLE 1: PERCENT OF RESPONDENTS REPORTING MEDICAL DEBT IN FINRA NCFS SURVEYS

Year Yes No Unknown/Refused
2015 20.8% 76.6% 2.6%
2018 22.7% 73.9% 3.4%

Percent of respondentsin the 2015 and 2018 waves of the FINRA Foundation’s National Financial
Capability Study who reported having past-due unpaid health care or medical bills.!4

Self-reported medical debt prevalence may be higher than the prevalence of medical collections
tradelines on credit reports for several reasons. One is that not all past-due medical debts are
reported to consumer reporting companies’s; another is that surveys aim to estimate the
prevalence of medical debt among all U.S. adults, while analyses of credit report data can only
estimate the prevalence of medical debt among those with credit reports.

11 A 2014 CFPB analysis of credit reportdata found that 20 percent of credit reports contained medical debtsin
collection. An Urban Institute analysisused 2015 surveydata from the FINRA National Financial Capability Survey
(NFCS) to estimate that 23.8 percent of U.S. adults age 18-64 had past-due medical debt, based on the percent of
respondents who reported having past-due medical bills. A Census analysis of 2017 data found that 19 percentof U.S.
households had medical costs that theywere unableto payup front or when theyreceived care. A2021 JAMA study
estimated that17.8 percent of individuals with creditreports had medical debt collections tradelines on their report as
of June 2020. Of respondents to a 2021 Healthcare.com survey, 35 percent said theyhad medical debt. “Consumer
creditreports: Astudyof medical and non-medical collections.” Consumer Financial Protection Bureau. December

12 CFPB analysis of publicly available FINRANFCS 2018 data.
13 “Consumer credit reports: Astudy of medical and non-medical collections” 2014.

14 CFPB analysis of FINRA Foundation National Financial Capability Study public use survey data, available at

the FINRA Investor Education Foundation (FINRA Foundation).

15 See note 10.
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FIGURE2: DISTRIBUTION OF MEDICAL COLLECTIONS BALANCES IN CONSUMER CREDIT PANEL, 2020
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Source: CFPB CCP.

Distribution of medical collections balance amounts (in dollars) inthe CFPB’s Consumer Credit Panel as of
2020.

As Figure 2 shows, many medical collections on consumer credit reports are low-dollar
accounts.® Data from the CFPB’s Consumer Credit Panel show that in 2020, the median
medical collection was $310, the mean medical collection was $773, and 62 percent of medical
collections were under $490.%7

However, many people with medical debt on their credit report have more than one medical
collectiontradeline. Therefore, studies that use credit report data have generally found that the
median total balance owed by an individual with medical debt is higher than the balance of the
median medical debt collection tradeline. For example, an Urban Institute analysis found that,
as of December 2020, among people who had at least one medical collection on their credit
record, the median person owed a total of $797in medical debt.*® Additionally, some medical
debts are not included on credit records but may be captured in surveys. For example,
households with medical debt reported owing a median total of $2,000 onthe 2018 Census
Survey of Income and Program Participation. 9

There are geographicdifferencesin both the percentage of individuals with medical debt
collections on their credit reports and the average amount of those debts.2° As Figure 3
illustrates, the South has the highest percentage of individuals with medical debtin collections.
A 2021 study published in JAMA found that 23.8 percent of the populationin the South had
medical debt in collections, while the Northeast had the lowest percentage of individuals with

16 CFPB analysis of Consumer Credit Panel data.
7 Id.

18 Braga, Breno et al. “Debtin America: An Interactive Map.” Urban Institute. March 31, 2021.

19 Bennett et al 2021.

20 Goldsmith-Pinkham, Paul, Maxim Pinkovskiyand Jacob Wallace. “The Great Equalizer: Medicare and the
Geographyof Consumer Financial Strain.” Preprint, submitted February 4, 2021.
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medical debtin collections, at 10.8 percent of the population. 2! As of 2021, many statesin the
South have elected not to expand Medicaid; this is associated with increased frequency of
medical debt and higher balances in that region. 22

(h

FIGURE 3: STATE-LEVEL DISTRIBUTION OF MEDICAL DEBT, DECEMBER 2020
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Source: CFPB CCP.

Share of individuals in each state who havea medical debtin collectionson theircredit fileas of December 2020,
according to the CFPB’s Consumer Credit Panel.23 Percent values for each state are listed

in Appendix A, pg. 48.

2.2 Billingand collections practices

Medical debt originates from a transaction between a person and their healthcare provider.
Providers’billing practices may affect the amount of medical debt their patients take on. Their
collection practices may impact their patients' financial health.

Some providers put strong policies and proceduresin place to ensure patients are charged fair
prices, have access to financial assistance, and are not subject to aggressive collections actions.
Other providers’ policies and procedures do not fully protect patients from harm. The following
section discusses billing and collections practices which may put people at risk.

2t Kluender et al 2021.
22 Id.

23 CFPB Consumer CreditPanel. See also Braga et al 2021.
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Billing practices

After an individual receives a medical service, their provider bills the individual and their
insurer (if they have one). Billed amounts vary depending on the provider and what insurance, if
any, the patient holds. Uninsured and out-of-network patients are often charged higher prices
than those paid by in-network insurers for the same medical services. 24

Uninsured people are at high risk for medical debt because they lack insurance to assist with any
of the bills. However, those with insurance also incur medical debt. In fact,a 2016 survey by the
Kaiser Family Foundation found that most people with medical debt had health insurance. 26
However, uninsured patients have been charged significantly higher prices than insured
patients. For example, in 2004, uninsured patients were charged an average of 2.5 times more
for hospital care than their insured counterparts—equivalent to three times the Medicare
allowable amount. 27 As a result, uninsured people tend to have larger medical debts than
insured people.28Thisis especially concerning because uninsured people also tend to have lower
incomes and less wealth than insured people.

Prices charged to patients can be confusing, often vary | called and asked for an

widely for the same service, and sometimes substantially itemized invoice, trying to
exceed the cost of providing care. One 2021 study found understand how 5 minutes with
that most Americans only “somewhat” understand their a doctor . . . could cost $1500.

insurance charges, and only a third knowthat hospitals i

must disclose the price of services. 29 Another 2021 study The response | received was
found that 57 of the top 100 largest U.S. hospitals were that was the flat rate the

charging patients more than five times the amount that hospital charges . . . There was
their care cost the hospital.3° This aligns with an earlier
2015 study published in Health Affairs which found that no other reason for that
the 50 U.S. hospitals with the highest charge-to-cost ratios amount.”=s

24 Anderson 2007. See also Bai, Ge and Gerard F. Anderson. “US Hospitals Are Still Using Chargemaster Markups to
Maximize Revenues.” Health Affairs. September 2016.

26 “Among all people with household medical bill problems, more thansix inten (62 percent) saythe personwho
incurred thebills was covered by healthinsurance.” Hamel et al 2016, pg. 1.

27 Anderson 2007.
28 Hamel et al 2016, pg. 8.
29 “Mitre-Harris Poll Survey: 75% Of Health-Insured Individuals inThe U.S. Concerned About Medical Bills.” MITRE-

30 The study examined charge-to-cost ratios, also known as the list price markup. The three hospitals charging the
highest markups were Chippenham Hospital (13x), Sunrise Hospital (12.9x), and Las Palmas Medical Center (12.5%).
McGhee, Michelle and Will Chase. “How America’s top hospitals hound patients with predatorybilling.” Axios &
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charged patients about 10 times the Medicare allowable amount. 3! Concerningly, multiple
studies have found that markups are higher at hospitals with more Black and Hispanic
patients. 32 Higher markups do not correlate with better care; one 2016 study published in
Surgery found that the risk of postoperative complications and death increased as price-to-cost
markup ratio increased. 33 The same study found that investor-owned for-profit hospitals
charged the highest markups.

Patients have little ability to avoid hospital markups. In emergency situations, there is no time
to compare prices before seeking treatment. Indeed, one study found that median markups were
twice as high in emergency rooms as in hospital internal medicine departments, perhapsin part
because emergency patients cannot comparison shop.34The No Surprises Act, which went into
effect Jan. 1, 2022, may help protectinsured patients from high markupsin emergency
situations (see Section 5.2.2).35 Even in non-emergency situations, price opacity makes it
difficult for patients to get accurate pre-treatment cost estimates. One 2020 study found that
although half of all patients sought price information before receiving care, few hospitals
provide enough information to allow patients to reliably comparison shop.3¢The No Surprises
Act may make it easier for patients to compare different healthcare providers’ prices, as the Act
requires providers to give uninsured or self-pay patients a good faith estimate of the cost of
care.37

Financial assistance programs

Some hospitals and managed care organizations have financial assistance programs that aim to
reduce financial burdens for low-income patients. Under the federal Affordable Care Act (ACA),
nonprofit hospitals are required to offer financial assistance to patients.38 Certain states also
require hospitals to offer programs to help patients with medical bills. Eligibility for these
programs varies. Several states—including California, Connecticut, Illinois, Maine, Maryland,

31 Bai, Ge and Gerard F. Anderson. “Extreme Markup: The Fifty US Hospitals With The Highest Charge-To-Cost

32 Xu, Park and Bai 2017 (see note 5); Gani et al. “Hospital markup and operation outcomes in the United States.”
Surgery. July2016. Pg. 169-177.

33 Gani et al 2016.
34 Xu, Park and Bai 2017.

35 The Act makesitillegal for out-of-network emergency health providers to billinsured patients for more than what
theywould payan in-network provider undertheir insurance plan. The Act also creates a new arbitration processto
determine what insurers must pay out-of-network emergency service providers. Pub. L. 116-260, 134 Stat. 1182
(2020), Division BB, Title I.

36 Lu, Amanda J. et al. “Price transparencyimplementation: Accessibility of hospital chargemasters and variationin
hospital pricing after CMS mandate.” Healthcare. 2020.

38 26 U.S.C. § 501(r).
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Nevada, NewJersey, New York, Rhode Island, and Washington—require discounted or free care
for people with low incomes. 39 Certain states extend these protections to those with moderate
incomes, as well. In most states, the mandates apply to all hospitals, but in some states,
mandates cover only nonprofit, publicly funded, rural, or critical-access hospitals. See Appendix
B, pg. 50, fora list of protections by state. States and the federal government offer additional
financial assistance programs for those with medical bills through government health insurance
programs such as Medicare and Medicaid.

Collections practices

If, after any applicable insurance payments, an individual who receives medical services does
not pay their provider’s bill, the medical provider will typically try to collect the outstanding
balance itself using an internal collections team. Internal collection efforts often include phone
calls, letters, emails, and offers of payment plans or settlements. Providers also often warn
individuals that if the debtis not paid, it will be sent to collections and might be credit
reported. 4°

If internal collection attempts are unsuccessful, the medical provider commonly assigns the
account to a third-party collection agency, places the account with a collection attorney for
litigation, or, more rarely, sells the account to a debt buyer.

Placement with a third-party debt collection agency is the most common outcome for unpaid
medical debt balances. A 2019 CFPB analysis of consumer credit reports found that 66 percent
of all debt collection tradelines reported by third-party debt collectors were medical debts. 4!

Litigation is generally reserved for large-balance accounts; many hospitals and other providers
have policiesin place to ensure that they do not sue over small-balance accounts. However,
some providers choose to pursue aggressive litigation strategies which, in at least some
instances, may result in individuals with relatively small delinquent balances being sued. For
example, one 2016 ProPublica investigation found that some Nebraska hospitals had, on at least

39 Stark, Andrea B. “An Ounce of Prevention: AReview of Hospital Financial Assistance Policies in the States.”

40 Very few medical providers furnish consumerdebts to consumer reporting companies; however, manyproviders
who use third-party collections agencies ask those agenciesto furnish debts to consumer reporting companies on
their behalf.

41 Fureyand Kelly 20109.
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some occasions, sued patients with delinquent account balances as low as $60.42 Another study
found that from 2015and 2019, the median amount New York hospitals sued for was $1,900.43

Consumer advocates have criticized some hospitals for engaging in aggressive legal collection
practices. In New York, for example, certain hospitals have collected over $442 million from
filing liens on the homes of patients with unpaid medical debts. 44 In response to public pressure,
some hospitals have stopped filing lawsuits and enforcing judgments. 45

In additionto thelitigation channel, there also is a debt buyer market in which medical accounts
are sold. However, for-profit debt buyers primarily purchase non-healthcare debt4; as of the
second quarter of 2018, only one percent of all collections tradelines furnished to consumer
reporting companies by debt buyers were for medical debts.47

The complexity of medical billing and reimbursement sometimes results in people being
improperly contacted about debts in collections which they do not owe or do not recognize. As
Figure 4 shows, from 2018 to 2021, “attempts to collect debt not owed” has been the most
frequent complaint about medical debt to the CFPB. For example, one individual reported that
she was sued by a debt collector for an alleged debt which had already been paid by her insurer:

“[The agency]had me served with court papers... for medical bills. They had already
beenpaid in full by my insurance company. I was being sued forlike $450.. ... [The

42 Nebraska hospitalsmayhave been more likelythan those in other states to litigate small-balance accounts because
the cost to file a suitin Nebraska was only $45 as of 2016. However, research suggests that most debt collection
lawsuits are for relatively small amounts; a nationwide analysis from Pew Research found that75 percent of all civil
case judgments were for less than $5,200. Additionally, a New York Times analysis found thatin2018, some
hospitals sued for amounts aslowas $46. Kiel, Paul. “For Nebraska’s Poor, Get Sick and Get Sued.” ProPublica. April

47 Furey and Kelly 2019.
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collector]garnished my husband's check foralmost $300 forbillswe did NOT owe! 8

Insurance disputes and adjustments are a significant source of complexity in the medical billing
and collections process. Disorganized billing and reimbursement practices can lead to
significant consumer harm.

FIGURE4: MEDICAL DEBT COMPLAINTS DATA FROM THE CFPB’S CONSUMER COMPLAINT DATABASE,
2018-2021.
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2.3 Populationdisparities

Research shows that Americans from all walks of life can and do incur medical debt. However,
certain populations—including lower-income individuals, people of color, veterans, young
adults, and older Americans—are more likely to incur medical debt and to face challenges
resolving it.

48 “Complaint 4672639.” Consumer Financial Protection Bureau. August 30, 2021.
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2.3.1 Low-income individuals

Low-income individuals are substantially more likely to incur medical debt than those in higher
income categories. In a 2016 Kaiser Family Foundation survey, approximately fourin 10
individuals with household incomes under $50,000

said they had difficulty paying medical bills in the “l am low-income and even
past year, compared with 14 percent of those with such a low debtis extremely
household incomes over $100,000.49 Additionally, . . "

the survey found that those without a college degree crippling to me.”ss
are more likely to have problems paying medical bills

than those with a degree.

Medical debtstend to be higher than the national average in neighborhoods withlower median
income, especially in the South. One analysis of credit records found thatin 2020, the mean
medical debt in the lowest-income zip code decile in the U.S. was $677—more than five times
higher than the mean medical debt in the highest-income zip code decile, which was $126.5°

Furthermore, many low-income people lack health insurance. The uninsured face substantially
higher risk of incurring medical debt. In one 2016 survey by the Kaiser Family Foundation,
more than half (53 percent) of uninsured people said they had problems paying medical bills in
the past year—substantially higher than the 19 percent of those with employer-sponsored plans
or the 18 percent of those with Medicaid who said the same.5! Uninsured people also are often
charged more than what in-network insurers pay for any given medical service. 52

Medicaid expansion provides a case study in the link between insurance coverage and medical
debt. A 2021report published in the Journal of the American Medical Associationfound that
peoplein states that did not expand Medicaid in 2014 had $375 more in new medical debt on
average than people in states that did participate in the program.54 Disparities in medical debt
balances between these states increased 34 percent fromthose that had already existed before
Medicaid expansionin 2014.55 Additionally, studies have found that low-income people in
Medicaid expansion states report less difficulty paying their medical bills than low-income

49 Hamel et al 2016, pg. 27.
50 Kluender et al 2021.

51 Hamel et al 2016.

52 See, e.g., Anderson 2007.

53 “Complaint 3064494.” Consumer Financial Protection Bureau. November 3, 2018.

54 Kluender et al 2021.

55 Id.
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people in non-expansion states.5° Other studies have linked Medicaid expansion to reduced
Chapter 7 bankruptcy rates5” and improved credit scores.58 One notable feature of Medicaid is
its prohibition on balance billing—the practice of billing patients for the difference between their
provider’s charge and their insurer’s allowed amount—which may help reduce medical debt
among Medicaid beneficiaries.59

As described in Section 2.2, many medical providers offer charity care or payment assistance
programs to assist low-income individuals with medical bills. However, many eligible people are
not informed about the programs or are unable to successfully apply. One consumer wrote in a
complaint to the CFPB:

The place where I worked closed their doors after bankruptcy. I'd been looking
desperate[ly]forajob... I explainedto the hospital my situation, they nevertold me
that the hospital had a program for low- or no-income people to pay off a portionof
debt.%°

Some hospitals create barriers to accessing charity care, such as requiring patients to request
applications multiple times, using extremely lengthy applications, asking patients to submit
detailed financial documentation multiple times a year, or requiring that patients first pursue
other funding sources. ® Documentation requirements for charity care may be burdensome for
the unbanked, those in informal or gig employment, or those without access to the internet. %2

As a result of these and other factors, charity care utilization is low. One 2019 Kaiser Health
News analysis found that 45 percent of nonprofit hospitals routinely billed patients whose
incomes are low enough to qualify for charity care. 3 Similarly, a 2021 Maryland government

56 Miller, Sarah, and Laura Wherry. “Four Years Later: Insurance Coverage and Access to Care Continueto Diverge
Between ACA Medicaid Expansion and Non-Expansion States.” AEA Papers and Proceedings.

57 Kuroki, Masanori. “The Effect of Health Insurance Coverage on Personal Bankruptcy: Evidence from the Medicaid
Expansion.” Review of Economics of the Household. June 2021.

58 Brevoort, Kenneth, Daniel Grodzicki and Martin Hackmann. “The Credit Consequences of Unpaid Medical Bills.”
Journal of Public Economics. July2020.

62 Id.
63 1d.
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study found that 60 percent of hospital chargesto families entitled to charity care under state
law were instead categorized as “bad debt,” meaning hospitals tried to collect this debt, then
wrote it off.%4 Additionally, an analysis by the California Nurses Association found that charity
care made up less than one percent of operating expenses for California nonprofit hospitalsin
2016.%

2.3.2 Racial and ethnic disparities

As a result of inequities in wealth, occupation, income, insurance coverage, and access to care,
people of color are more likely to have medical debt in collections. Thisis in line with research
showing that communities of color have higher rates of consumer debt in collections than
predominantly white communities. %

Lower wealth and incomes mean that people of color are less able to pay unexpected and/or
high-balance medical bills: in 2016, the median Black household had a net worth of $17,100 and
the median Hispanic household had a net worth of $20,765, compared with $171,000 for the
median white household. ¢ Occupational disparities mean that Black, Hispanic, and Native
American individuals have less access to health insurance through the workplace.®8In2018, 28
percent of Native American/Alaskan Native adults were uninsured, 22 percent of
Hispanic/Latino adults were uninsured, and 12 percent of Black adults were uninsured
compared to 9 percent of white adults and 7 percent of Asian adults.% Data from the first half of
2021 suggests that Black and Hispanic adults have continued to experience elevated uninsured
rates during the pandemic.7°

64 Tozzi, John. “Medical Debt Is Crushing Black Americans, and Hospitals Aren’t Helping.” Bloomberg. November 22,

66 Braga et al 2021.

67 Maxwell, Connor and Danyelle Solomon. “The Economic Fallout of the Coronavirus for People of Color.” Center for

68 Dubay, Lisa et al. “How Risk of Exposure to the Coronavirus at Work Varies by Race and Ethnicityand How to
Protect the Health and Well-Being of Workers and Their Families.” Urban Institute. December 2020.

70 Collins, Sara, Gabriella Aboulafiaand Munira Gunja. “As the Pandemic Eases, What Is the State of Health Care
Coverage and Affordabilityin the U.S.?” The Commonuwealth Fund. July16, 2021.
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Low-income and uninsured individuals sometimes turn to charity care programs to pay for
medical care orto pay debtsresulting from medical care, as discussed in Section 2.3.1. However,
some people of color report beingless likely to receive information about charity care programs
or be referred to them.7* In Maryland, 50 percent of Black respondentsto a consumer rights
group survey said they were not aware that hospitals provide free and reduced-cost care for low-
income patients; 21 percent of white respondents said the same.72 Charity care may be especially
hard for undocumented people to access, as undocumented immigrants may be afraid or unable
to provide the information required to qualify.73

FIGURES5: PERCENT OF HOUSEHOLDS WITH MEDICAL DEBT BY RACE/ETHNIC ORIGIN OF
HOUSEHOLDER, 2017

Black 27.9
Other (incl. Native) 23.3
Hispanic 21.7
White (Non-Hispanic) 17.2
Asian 9.7
0 5 10 15 20 25 30

Data from U.S. Census Bureau 2018 Survey of Income and Program Participation (SIPP).74

The impact of these disparitiesis evident in the distribution of medical debt by race. An Urban
Institute analysis found thatin 2015, 31 percent of nonelderly Black adults had past-due medical
bills, compared to only 23 percent of nonelderly white adults.75 A 2018 FINRA survey had
similar results; 26 percent of non-white respondents reported having medical debt, compared to
21 percent of white respondents.7¢ Likewise, as Figure 5 above shows, a 2018 Census Bureau
survey found that 28 percent of Black households and 22 percent of Hispanic households
reported medical debt, compared to 17 percent of white households and 9.7 percent of Asian

71 Tozzi 2021.

72 “Gonzalez Maryland Poll: October 2020.” Gonzalez Polls, Inc. October 2020.

73 Tozzi 2021.

74 “Wealth, Asset Ownership, & Debt of Households Detailed Tables: 2017.” U.S. Census Bureau. October 8, 2021.

76 CFPB analysis of FINRA data.
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households. Of households belonging to other racial and ethnic groups, including Native
American/Alaskan Native households, 23.3 percent had medical debt.7”

Since Black and Hispanic adults are more likely to have medical debt, they are likely to be more
heavily impacted by certain credit scoring models which overstate the predictiveness of medical
debt (see Section 3.1.1).

2.3.3 Veterans

From 2018to 2021, the CFPB has received more than 5,000 complaints from servicemembers
and veterans about medical debt. Servicemember and veteran complaints account for about 10
percent of all medical debt complaints received during this time period.

Although some eligible veterans receive healthcare from the Department of Veterans Affairs
(VA), many complaints to the CFPB come from veterans who sought care at non-VA facilities. In
certain limited cases, the VA may pay for care received by eligible veterans at non-VA facilities.”8
Some veterans may incur medical debt because they believe non-VA care will be paid by the VA,
but later learn that the provided care does not meet VA standards for payment. In other cases,
non-VA medical providers may improperly refer bills which were paid or should have been paid
by the VA to third-party collections agencies. In such cases, balances may be improperly
reported to credit agencies as delinquent debt.79

Separately, veterans eligible for VA care may owe co-pays or fees after being treated at a VA
facility. 8 If co-pays or fees are not paid and resultin an outstanding debt, the VA may report
these debts to consumer reporting companies. 8 The reported debt can have serious
consequences, including reducing veterans’ access to credit, creating difficulty securing housing,

77 “Wealth, Asset Ownership, & Debt of Households Detailed Tables: 2017” 2021.

78 For example, under the VAMISSION Act of 2018, veterans eligible for VA care can be referred to non-VA
healthcare providers and have theircare paid for by the VAif theymeet one of six eligibility criteria. See, e.g.,
“Veteran Community Care Eligibility.” U.S. Department of Veterans Affairs.

that for eligible veterans rated as atleast 50 percentdisabled by the VA, necessaryemergency care at non-VA facilities
isreimbursedbythe VA. Some limitationsapplyto the coverage of emergency care. See, e.g., “Emergency Medical
Care.” U.S. Department of Veterans Affairs.

8131 U.S.C. 3711(e); Sec. 31001(k), Public Law 104-134, 110 Stat. 1321.
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orjeopardizing employment (particularly for veterans holding jobs that require a security
clearance). 82

During the pandemic, the VA suspended debt collection activities from April 6, 2020 through
September 30, 2021. Veterans were not charged copayments or other cost sharing for health
care received through available authorities during this time, thanks to funds provided by the
American Rescue Plan. As of October 1, 2021, the VA restarted debt collection activities. 83
Approximately 875,000 veterans with pre-pandemic debt are expected to be impacted. The VA
reports an existing balance of $382 millionin outstanding medical care debt.

The VA recently enacted changes to better support veterans with medical debt. Specifically, the
VA will generally only report medical and certain other debt: 1) after exhausting available
collection efforts; 2) when the debtor has not been determined by the VA to be catastrophically
disabled or to meet income levels that would entitle them to cost-free care; and 3) when the debt
is over $25.84These changes could provide a model for otherlarge health networksto adopt new
practices which better protect patients.

2.3.4 Young adults

Though medical spending steadily increases with age, medical debt in collections does not. 8
Young people more frequently see medical debt go to collections, peaking with 27-year-olds, of
whom 11.3 percent had a new medical bill enter collectionsin 2016.8 An even larger share of
young people reported trouble with their medical bills in a 2016 Kaiser Family Foundation
(KFF) survey. Of respondents between the ages of 18 and 29, 31 percent indicated that they or
someone in their household had problems paying medical bills in the previous 12 months. Only
24 percent of 30- to 49-year-olds and 25 percent of 50- to 64-year-oldsreported problems. 87

TABLE 2: PERCENT OF FINRA NFCS RESPONDENTS REPORTING MEDICAL DEBT IN 2018 BY AGE®8

Age Group Yes No Unknown/Refused

18-24 22.6% 71.4% 6.0%

82.S. Department of Veterans Affairs. “Threshold for Reporting VA Debts to Consumer Reporting Agencies.”

84 See note 82.

85 Batty, Gibbs and Ippolito 2018.
86 Id.

87 Hamel et al 2016.

88 CFPB analysis of publicly available FINRANCFS data (see note 14).
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Age Group Yes No Unknown/Refused

25-34 32.7% 62.1% 5.2%
35-44 30.1% 66.0% 3.9%
45-54 25.7% 71.3% 3.0%
55-64 18.2% 79.8% 2.1%
65+ 8.5% 90.2% 1.2%

Youngadults also have higher-balance medical debtsin collections on average. One study found
that in 2016, median medical debt balances on credit reportsincreased with age until peaking at
$684 at age 26, then subsequently declined with age. 8

Youngadults are less likely to be insured than older adults; according to the Census Bureau, 15.6
percent of people ages 19 to 34 were uninsured in 2019, compared to 11.3 percent of adults ages
35 to 64 and less than one percent of adults ages 65+.9° This may partially explain why young
people struggle with medical debt despite their lower medical spending. Large shares of young
adults are uninsured, and higher health insurance coverage amongolder adults corresponds
with a clear decrease in the size of medical debts. 9 Even among insured young adults,
underinsurance may resultin medical debt. Many young people with health insurance cannot
afford the cost sharing required by their plans. 92 This may be exacerbated by the recent boomin
popularity of high-deductible health plans (HDHPs)9 and short-term, limited-duration
insurance (STLDI),% both of which are primarily marketed to young adults.

Additionally, young people tend to have relatively lowincomes. In the third quarter of 2021, the
median weekly earnings for 16- to 24-year-olds was $625, versus $935for 25- to 34-year-olds,

89 Batty, Gibbs and Ippolito 2018.
90 Conway, Douglas. “Adults Age 26 Had Highest Uninsured Rate Among All Ages, Followed By 27-Year-Olds.” U.S.

91 Id.
92 Hamel et al 2016.

93 “High deductible health plansand health savings accounts.” U.S. Bureau of Labor Statistics. September 3, 2020.
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$1,149 for 35- to 44-year-olds, and $1,169 for 45- to 54-year-olds. % Young people today have far
fewer assets and more debts, such as student loans, than previous generations at similar ages. 9

A final factor contributing to the disproportionate share of young people with medical bills in
collections s their increased mobility. Young people move more often, which may make it
harder for medical providersto bill them and for debt collectors to contact them. 97

2.3.5 Older adults

People aged 65 and older have higher out-of-pocket health care costs on average than any other
age group. % While most older Americans are covered by Medicare, Medicare typically does not
cover common health care needs such as hearing, vision, or dental care. Moreover, Medicare
doesnot cover long-term care, and Medicaid only covers certain types of long-term care. 9 The
need for these services increases with age, but many older adults are uninsured for them or
cannot afford their copays. 10°

Many older adults have constrained incomes, “Me and my husband are retired
making it difficult to afford medical expenses. . . .
on a fixed income. We don't

One-quarter of all Medicare beneficiaries (15

million people) spent at least 23 percent of their have the money to pay for a
incomes on health-related services, while 12 debt that is paid.”o:

percent spent nearly half their income on out-

95 “Table 3. Median usual weekly earnings of full-time wage and salary workers byage, race, Hispanic or Latino
ethnicity, and sex, third quarter 2021 averages, not seasonallyadjusted.” U.S. Bureau of Labor Statistics. October 19,

gap/. e
97 The recent implementation of the Bureau’s final debt collection rule, which clarifies how debt collectorscan

communicate electronicallyin compliance with the FDCPA, may affect the ability of debtcollectors to reach young
adults. We discuss this rulein greater detail in Section 5.

98 Foster, Ann. “Consumer expenditures varybyage.” U.S. Bureau of Labor Statistics. December 2015.

99 Johnson, Richard. “Assessing the Out-of-Pocket Affordability of Long-Term Servicesand Supports Research Brief.”
Office of the Assistant Secretary for Planning and Evaluation. May 14, 2019.

100 For example, in 2015, 49 percent of percentof adults 65+ said theydid not go to the dentist because of cost
concerns. “Oral Healthand Well-Being in the United States.” American Dental Association. 2016.
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of-pocket expensesin 2016.1°2 Qut-of-pocket costs are also higher among Black Medicare
beneficiaries compared to white Medicare beneficiaries.°3In 2018, Black Medicare beneficiaries
were twice as likely to report cost-related problems with their healthcare. 04

One in 10 older Americans had an unpaid medical bill in 2018, according to FINRA data.
Although this is a lower incidence than among the general population, medical debt may be
particularly burdensome to older adults living on a fixed income. Older Black and Hispanic
adults, as well as divorced or separated older adults, are more likely to say they have unpaid
medical bills compared to their peers. Among adults aged 65 and older, unpaid medical bills are
most common for those with an annual household income between $15,000 and $35,000.1°5

Medical debt can negatively affect the well-being of older adultsin a number of ways. Perhaps
most significantly, older adults with medical debt frequently reduce their use of medical care
services and supplies, which can result in adverse health impacts.

The FINRA Foundation’s 2018 National Financial Capability Study found that in 2017, 34
percent of older adults with medical debt skipped medical care due to costs, compared to six
percent of those without.°® Among older adults, medical debt may also contribute to mental
health conditions.

102Tp 2018, 1in 10 Medicare beneficiaries (6.1 million people) in traditional Medicare lacked any supplemental
coverage. Cubanski, Juliette et al. “How much do Medicare beneficiaries spend out of pocket on health care?” Kaiser

104 Tee, Chris. “Black Medicare Beneficiaries Are More Likely Than White Beneficiaries to Have Cost-Related
Problems with Their Health Care, Across both Traditional Medicare and in Medicare Advantage Plans.” Kaiser

105 The question asked: “Do you currentlyhave anyunpaid bills from a health care or medical service provider (e.g.,a
hospital, a doctor's office, or a testing lab) that are past due?” CFPB analysis of FINRA Foundation National Financial
Capability Studypublic use surveydata.

106 CFPB analysis of FINRA Foundation National Financial Capability Study public use survey data, available at

the FINRA Investor Education Foundation (FINRA Foundation).
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3. Adverse Impacts of Medical
Debt

Medical debt can adversely impact people’s financial, physical, and mental health in several
ways. Some adverse impacts, such as avoidance of medical care, are unique to medical debt.
Others, such as decreased access to credit, are shared across multiple consumer debt types but
may be especially problematicin the case of medical debt—which people rarely choose to incur.
In this section, we begin by discussing the consequences medical debt has for individuals’
financial health. We then discuss the ramifications of medical debt on individuals’ physical and
mental health.

3.1 Financial health

FIGURE6: PERCENTAGE OF ADULTS WITH MEDICAL DEBT WHO REPORTED LOW OR VERY LOW
LEVELS OF FINANCIAL WELL-BEING BY SELECTED CHARACTERISTICS, 2020.

Category Subcategory
With medical debt All groups I 25.8%
Age Group 18-29 [, 29 7 %
30-44 I — 30T %
45-59 [ 23 8%
60+ I 18.2%
Race/Ethnicity Asian I 21 . T %
Black [ 23 8%
Hispanic —25.0%
Other —— 34.8%
White I 26.4%
Income $200,000 or more I 22 0%
$150,000 to $199,999 I 16.1%
$100,000 $149,999 I 15.6%
$75,000 to $99,999 I 20.1%
$50,000 to $74,999 I 20.4%
$35,000 to $49,999 I 27 A%
$15,000 to $34,9989 I —— 40.2%
Less than $15,000 I 39.2%
Health Insurance coverage No I 31.3%
Yes I 25.0%

0% 10% 20% 30% 40% 50%
Percent with low or very low levels of financial well-being

CFPB analysis of the 2020 Federal Reserve Board’s Survey of Household Economics and Financial
Decision-making.
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Medical debt can have an adverse impact on an individual’s financial health beyond the
immediate costs of remitting payment for medical services received. If a medical bill remains
unpaid after a certain period of time, the debt can be sent to collections, and individuals can face
adverse events such as decreased access to credit, increased likelihood of bankruptcy, or costly
and lengthy collection litigation—which can result in wage garnishment or seizure of personal
property.1°7

Having medical debt correlates with reduced self-reported financial well-being: in 2020, 25.8
percent of adults with medical debt reported lowor very low levels of financial well-being
compared to only7.4 percent of adults without medical debt.°8 As Figure 6 shows, this
associationis especially strong for low-income individuals, younger adults, and the uninsured.

3.1.1 Accessto credit

Prevalence of medical debt in credit reports

Pera 2019 CFPB report, medical debt is the most common third-party collections tradeline on
credit reports, representing 58 percent of reported third-party collections tradelines.**9 Medical
debts commonly showup on consumer credit reports after they are sent to collections, though
medical debt collection tradelines can also be furnished directly by medical providers. In 2020,
17.8 percent of credit records in a national credit panel had at least one medical debtin
collections.°

One study published in JAMA used a sample of credit records from 2009-2020to conclude that,
throughout the period from 2014 to 2020, the total balance amount of medical debtin
collections consistently exceeded the total balance of all nonmedical debt in collections. "t
Despite the prevalence of medical debt on credit reports, the collection of medical debt makes
up only 11 percent of debt collection industry revenue. 112

107 Authors consider costs like worsening credit options, the hassle of dealingwith debt collectors, and therisk of legal
action taken by creditors to be included inthe disutility of unpaid medical bills. Brevoort et al. “Medicaid and
Financial Health.” National Bureau of Economic Research. November 2017.

108 CFPB analysis of the 2020 Federal Reserve Board’s Survey of Household Economics and Financial Decision-
making.

109 Fureyand Kelly 2019.
10 Kluender et al 2021.
1 Kluender et al 2021.

12 The collection of financial services debtmakes up the plurality of industryrevenue (35 percent), with
telecommunications debt collection accounting for another 22 percent of industryrevenue. “Fair Debt Collection
Practices Act Annual Report 2018.” Consumer Financial Protection Bureau. March 20, 2018.
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In 2014, a CFPB study found that many individuals who had medical debts in collections
showed no other signs of financial distress and had usually paid their financial obligationsin a
timely manner. Medical debts can be unique for consumersin that there are different incentives
for individuals to remain current on payment plans for their medical bills than on other types of
debts. 3 Of individuals with medical debt tradelines on their reports, 22 percent had only these
collections tradelines. Around half of these individuals who only had medical collection
tradelines did not have any other serious past delinquencies. 4 For such people, a medical debt
can be the only barrier to future credit on their credit record.

Status of medical debt in credit reports

A medical debt furnished by a collection agency or debt purchaser should not showup on a
consumer’s credit report until 180 days from date of first delinquency, to allow time for
insurance companies to process and render payments, as directed by the National Consumer
Assistance Plan (NCAP)5 of 2015 which went into effect in September 2016.1¢ The Fair Credit
Reporting Act (FCRA)"7 imposes certain additional restrictions on when the nationwide credit
reporting agencies (NCRAs) can include veterans’ medical debtin consumer reports. '8

Most collections tradelines are furnished to consumer reporting companies by third-party debt
collectors or debt buyers rather than the original creditor. 9 Third-party collectors who furnish

13 If an individual misses automobile or mortgage payments, theyface therisk of losing property. Likewise, missing
payments on utilities or telecommunications bills could result in termination of services. On the other hand, medical
expenditures can come as a surprise to individuals, and treatment and services aretypically provided inadvance of
payment or delinquency. For these reasons, manyindividuals with medical debts on their credit reports might not
have other delinquencies or debts and mightotherwise be financially healthy. Kliff, Sarah and Margot Sanger-Katz.
“Americans’ Medical Debts Are Bigger Than Was Known, Totaling $140 Billion.” New York Times. July 20, 2021.

114 “Consumer credit reports: Astudy of medical and non-medical collections” 2014.

115 The National Consumer Assistance Plan (NCAP) is a result of a pair of 2015 settlements betweenthe three
nationwide credit reporting agencies (NCRAs) and 31 state Attorneys General imposing specific obligations on the
NCRAs related to medical debts.

16 The Extraordinary Collection Actions (ECA) provision of the Affordable Care Act additionally prohibits nonprofit
hospitals from reporting medical debts to consumerreporting companies for four months after the date the consumer
is sent their first bill. Thisis in additionto the NCAP agreement which applies to NCRAreporting of medical debt
collections bycollection agencies and debtpurchasers andrequires a 180-daywaiting period. See “See how the credit
reporting agencies are making changes as part of the National Consumer Assistance Plan.” National Consumer

17 The Fair Credit Reporting Act (FCRA) regulates consumer reporting. Debt collectors who furnish information
about medical debts to consumerreporting companies—which collect information and provide credit reports to other
companies for employment, housing, insurance and otherdecisions—are subject to the FCRA and its implementing
RegulationV. The FCRA and Regulation Vimpose obligations on furnishers relating to the accuracy of information in
consumer reports.

18 The FCRAwas amended to limit the inclusion of a veteran’s medical debtina consumer credit by the Economic
Growth, Regulatory Relief, and Consumer Protection Act (S.2155) which went into effect in May 2018. See “S.2155 -
Economic Growth, Regulatory Relief, and Consumer Protection Act.” U.S. Congress.

19 “Consumer credit reports: Astudy of medical and non-medical collections” 2014.
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collection tradeline information often have only indirect and short-termties to the underlying
debt. They may also lack regular and consistent access to the original creditor’s system of record,
making them “third-party furnishers.” Third-party furnishers may fail to obtain accurate or
updated information from the original creditor on the underlying debt, resulting in potential law
violations and errorsin consumer reports.2°

Once furnished, federal law generally limits the appearance of information abouta debton a
consumer report to seven years since the date it first became delinquent. 2

Impact of medical debt on credit scores

Any medical debt that shows up in an individual’s credit file can be factored into their credit
scores, 22though whether and how these debts affect their scores varies depending on the score
model. People with lower credit scores can be denied credit, offered lower credit limits, or
offered credit with higher interest rates or fees than their counterparts with prime or super-
prime scores. A decrease in a person’s credit scores due to the presence of a medical debt
collection tradeline on their report can reduce their future access to credit—and could also
potentially impact decisions regarding insurance, rental housing, mortgages, or auto loans—and
they could face poorer financial health in the future.

Researchers and consumer advocates have evaluated whether medical debt should be given the
same weight as other debtsin assessing creditworthiness. The CFPB’s own research has found
that medical collections are less predictive of future consumer credit performance than
nonmedical collections. Additionally, paid medical collections are less predictive of future
performance than unpaid medical collections. Individuals with more medical than non-medical
collections and individuals with more paid than unpaid medical collections had delinquency
rates that were comparable to those of individuals with credit scores of 10 points higher and 20
points higher, respectively. In other words, these individuals were less likely to be delinquent
than other individuals with the same credit score. 23

In response to such research, newer versions of some common credit score models consider
medical debt differently from other debts and consider paid medical debt differently from

120 Id 3

121 Under the terms of the NCAP, a medical debtfurnishedbya collection agencyor debt purchaserthat hasbeenpaid
byinsuranceorisin the process of beingpaid byinsurance can nolonger appear on a consumer report prepared by
the NCRAs. Additionally, underthe FCRA, “veterans’ medical debts” initially reported as delinquent, charged off, or
in collection but that have since been fully paid or settled can nolonger appear on a consumer report prepared by the
NCRAs in certain circumstances.

122 Notably, medical debts furnished by a collection agencyor debt purchaserthat are paidbyinsurers or in the
process of being paidbyinsurers cannot be reported on consumer credit reports prepared by the NCRAs under the
2015 NCAP agreement, and thusare also not considered incredit scores that rely only on NCRA data.

123 Brevoort, Kennethand Michelle Kambara. “Data point: Medical debtand creditscores.” Consumer Financial
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unpaid medical debt. Some newer scoring models—such as FICO Score 9 and newer*24and
VantageScore 3.0 and newer'25—ignore paid collections of any kind, including medical
collections. While these models still consider unpaid medical collections, some scores—such as
FICO versions 9 and newer2¢and VantageScore 4.0'27—consider them with less weight than did
previous models. Still, however, some older models are in use that take into consideration all
unpaid collections, including medical debt, in calculating credit scores.28

FICO has released research stating that, for individuals who only had medical collections, their
scores improved up to 25 points on average when switching from older models to newer models
that weigh medical debts less heavily.'29 A 25-point difference in credit score can move an
individual to a higher credit bracket, potentially increasing their access to credit significantly.3°
It is important to note, however, that these newer scoring models are not yet in widespread
use’3'and that many lenders devise and deploy their own in-house models based on data from
the consumer reporting companies; treatment of medical debt in these in-house modelsis
unknown. This means that consumers with medical debt — who are disproportionately Black
and Hispanic — may be negatively impacted if creditors use older scoring models that may
overweight medical debt.

Inaccurate, fraudulent, or miscommunicated information about medical debt can also have an
impact on an individual’s credit scores. An individual might not realize that inaccuracies
regarding medical debt attribution have occurred until they notice an impact on their credit
scores orin their credit report. Once an errorisfound, disputing it can take a lot of time and
effort. One individual filed a complaint with the CFPB saying that an inaccurate medical
collection on their credit report had impacted their credit scores and was difficult to correct:

‘T have had a medical debt that is not mine [on my] credit report... It has been 6 years
now. I disputed this onmy credit overand over. I haven't used the [medical provider]
foralmost 12 years. I do not owe the amount they are listing on my credit report, and it

124 Dornhelm, Ethan. “The Impact of Medical Debt on FICO Scores.” FICO. July 13, 2015.

126 Dornhelm 2015.
127 Ulzheimer 2021.

128 Among 3rd partymodels, FICO 8, which does not differentiate between medical and nonmedical collections nor
paid and unpaid collections, is the most widely adopted. “FICO Score Education.”

131 See note 128.
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is destroying my credit score. They have not responded to any attempts I've made to
contact themthrough the years.”32

Financial impacts on at-risk populations

Medical debt can have a compounding impact in reducing future access to credit, housing, and
employment for populations who already face financial exclusion, including communities of
color, low-income individuals, uninsured or underinsured individuals, and those in the South.

Reflecting the legacy of structural racism and gaps in opportunity, people of color and low-
income individuals, across racial and ethnic categories, are likely to be in lower credit score
bands than their white counterparts33 and are more likely to face limited credit or credit
invisibility. 134 Individuals residing in the South are also likely to have lower credit scores than
individuals residingin other regions. 35

Medical debt is also more common for members of these communities, 3¢ and these
communities are disproportionately vulnerable to COVID-19137 and to severe outcomes of
variousillnesses. 38 The compounding impacts of being more likely to struggle with medical debt
and the outcomes of illnesses could lead these at-risk populations to face a further reduced
access to credit and additional financial hardships.

3.1.2 Bankruptcy

Medical debt can increase the likelihood that an individual will file for bankruptcy, especially for
individuals who incur very large medical debts. In a survey conducted by the American Journal
of Public Health of bankruptcy filersin the U.S. from 2013 to 2016, the majority of respondents

132 Edited for clarity. “Complaint 4551633.” Consumer Financial Protection Bureau. July17,2021.

136 See Section 2.3.
137 See Section 4.1.3.

138 Braveman, Paulaand Laura Gottlieb. “The Social Determinants of Health: It's Time to Consider the Causes of the
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indicated that medical expenses contributed to their bankruptcies. 39 An Oregon State Public
Interest Research Group (OSPIRG) study of Oregonians who filed for bankruptcyin 2019 found
similar trends that affected bankruptcy filers at all income levels.4° While the median amount of
medical debt for those who had listed medical debt on their bankruptcy petitions was $2,326, 15
percent of these filers had at least $10,000 in medical debt, and three percent of filersreported
medical debts that exceeded their annual income. Additionally, bankruptcy filersin the OSPIRG
study indicated that they owed medical debts not only to hospitals and healthcare providers, but
also to issuers of healthcare-specific credit cards. These people might have had to pay the
interest and fees associated with the credit cards ontop of their initial medical bills.

A 2019 national poll by the Kaiser Family Foundation found that individuals turned to various
strategies to pay medical expensesincluding: using most or all of their savings; withdrawing
money fromlong-term savings; borrowing money, sometimes from family or payday lenders;
taking out additional home mortgages; incurring credit card debt; using long-term payment
plans; or turning to other sources. 4 Other people may cut back on necessities like food and
clothing to repay medical debts. 42

People can be pushed toward filing for bankruptcy when faced with the substantial financial
burdens of medical debt. Beyond the emotional and physical tolls of the bankruptcy process,
people who file for bankruptcy will continue to face limited future credit opportunities as the
bankruptcy may impact credit scores and other tenant, employment, and background screens
forup to 10 years, as limited by the FCRA. 43

3.1.3 Collection litigation

Individuals with medical debt can also face threats to their future financial health from
collection litigation brought by debt collectors. Medical debt collection litigation is relatively
common; more than a quarter of the 100 U.S. hospitals with the highest revenue sued patients

139 Himmelstein et al. “Medical Bankruptcy: Still Common Despite the Affordable Care Act.” American Journal of

14315 U.S.C. 1681c(a)(1).
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over unpaid medical bills between 2018 and mid-
2020, according to research conducted by Johns “As much as | want to rectify
Hopkins for Axios. 144 Just 26 of those hospitals filed this financially devastating

at least 39,000 court actions. 145 . .
39 situation, | cannot afford an

Most debt collection lawsuits result in default attorney to help me.”#
judgments, meaning the debt collector wins by

default because the debtor failed to respond to the

filing of the lawsuit. 46 Debtors may fail to appear in court or file an answer to the suit because
they are not aware of the lawsuit, have difficulty understanding the lawsuit, face logistical
challenges such as being unable to secure leave or childcare, or cannot afford an attorney. Since
few debtors come to court, even false or poorly documented cases can result in judgmentsin
favor of the debt collector. This may have serious consequences to the debtor, including seizure
of property, wage garnishment, or even jail time for failure to appear for a debtor examination.

Seizure of property

A creditor who receives a judgment against a debtor may seize assets to satisfy the judgment.
Bank account balances and vehicles are eligible for seizure in some cases, and creditors can
place liens on homes (subject to state homestead exemption limits). In New York, for example,
56 non-profit hospitals placed liens on 4,880 patients' homes in 2017and 2018.'48There are no
federal regulations limiting the amount of funds that can be seized from an individual’s bank
account, although funds from certain income sources (such as Social Security) are protected
fromseizure. Certain states provide additional protections.

Wage garnishments

Garnishment of wages can occur after a court order or judgment is obtained. Garnishment
means that the creditor takes money directly from the defendant’s paycheck before the
defendant receives their wages. In 2013, four million Americans experienced wage garnishment
due to unpaid debt, including unpaid medical debt.49 Federal law allows creditors with a
judgement against an employee to take up to 25 percent of the employee’s disposable earnings,

144 Owens, Caitlin. “America's biggesthospitals vs. their patients.” Axios. June 14, 2021.

145 Owens, Caitlin. “Three hospitals — Westchester Medical Center, VCU Medical Center and Froedtert Hospital —
accounted for more than three-quarters of the total amount sought.” Community Service Society. November 2021.

48 Benjamin and Dunker 2020.

149 Id.
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or the amount by which an employee’s disposable earnings are greater than 30 times the federal
minimum wage, '5° so even low-income individuals can be affected—although some states
provide additional protections, including specific protections for medical debtors. 5
Nevertheless, in some cases, garnishment puts households belowthe poverty line, reducing
household wages to as little as $217a week. 52

Debtors’ examinations

In certain cases, debt collection judgments could lead to jail time. Althoughit is illegal to jail
individuals for inability to pay a debt, 44 states allow individuals to be jailed for failing to appear
at post-judgment court hearings (known as debtors’ examinations), or for failing to provide
court-requested financial documentation. 53

3.2 Physical & mental health

Medical debt has been linked to adverse physical and mental health outcomes. In fact, 4 in 10
Americans say they are more afraid of medical debt than of seriousillness.54 As a result, many
physicians and public health researchers consider medical debt an important social determinant
of health.55 Social determinants of health are environmental conditions that affect a wide range
of health and quality-of-life risks and outcomes. 15

3.2.1 Avoidance of medical care

Individuals may delay or avoid medical care out of concern about high costs or medical debt. For
example, in 2016, a Stanford study found 46 percent of individuals with medical debt purposely

150 “Fact Sheet #30: The Federal Wage Garnishment Law, Consumer Credit Protection Act's Title ITI (CCPA).” U.S.

151 As of October 2020, four states protected all wages from garnishment: North Carolina, Pennsylvania, South
Carolina, and Texas. Another 33 states provided partial protection from wage garnishment which exceeded the
federal protections. Carter, Carolyn. “Protecting Wages, Benefits, and Bank Accounts from Judgment Creditors.”

152 Andres et al 2021.
153 Id.
154 “Medical Debt Collection”2019.

155 Mendes de Leon, Carlos and Jennifer Griggs. “Medical Debt as a Social Determinant of Health.” Journal of the
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avoided care. 57 The same study reported that 41 percent of insured people who faced medical
bill problems said they did not fill a prescriptionin the past 12 months because of the cost.
People with medical debt may also experience obstaclesin tryingto access non-emergency
medical care; in some cases, people have reported being turned away by their medical provider
due to unpaid bills. 58

Healthcare avoidance is common among certain sub-populations. A 2021 Kaiser Family
Foundation survey found that avoidance of urgent or emergency care is 12% higher among
unpaid caregivers for adults, persons with underlying medical conditions, persons without
health insurance, Black and Hispanic adults, young adults, and persons with disabilities. 59
Likewise, a 2019 Kaiser Health Costs survey found that about six in 10 Black and Hispanic
adults (58 percent) reported delaying or skipping at least one type of medical care in the past
year due to cost, compared to half (49 percent) of white adults.%° Delayed or avoided medical
care can increase morbidity and mortality associated with both chronic and acute health
conditions and can increase financial hardship, bankruptcies, and anxiety. 16

In a 2016 Kaiser Family Foundation survey, roughly 26 percent of Americans ages 18-64
reported having problems paying medical bills in the 12 months prior to the survey. %2 Seventy
percent of individuals with medical debt reported cutting back spending on food, clothing, and
necessities to try to manage debtsin collections. More than half reported using up some or all
their savings to meet their obligations. In a 2019 Kaiser Family Health survey, fivein 10
individuals facing problems paying medical debt bills reported avoiding healthcare services
because of their debts, over a third of such individuals also reported passing on medical tests
and recommended treatments while cutting their medication in half and skipping doses. 3
Medical debt can cut patients off from the healthcare services they need.

157 Adams, Alyce et al. “The Impact of Financial Assistance Programs on Health Care Utilization.” National Bureau of
Economic Research. August 31, 2021.

160 1.

161 Naranjo, Diana, Joseph Glass and Emily Williams. “Persons with Debt Burden Are More Likelyto Report Suicide
Attempt Than Those Without: ANational Study of US Adults.” Journal of Clinical Psychiatry. April 6,2021.

162 Hamel et al 2016.

163 Kearney 2021.
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3.2.2 Adverse health impacts, depression, anxiety & suicide

Medical debt has been linked to adverse physical and mental health impacts, including an
increased risk of suicide.

Physical health

The stress of debt from medical costs may negatively affect patients’ physical health. A 2021
study published in Social Science & Medicine — Population Health used Department of Labor
data to analyze the financial and physical health of adults, finding that high consumer debt is
correlated to poor healthin laterlife, including chronic pain.%4 The research found that people
who carried consistently high levels of unsecured debt, including medical debt, were 76 percent
more likely to have pain that interfered with their daily life than people with no unsecured debt.
Likewise, a 2016 study used credit histories to link high debtloads and debt delinquency with
mortality. The study showed larger debt loads correlated with a higher risk of dying early. 65

Mental health

Medical bills and debt can take a serious toll on mental well-being. People with debt have triple
the incidence of mental health conditions such as anxiety, stress, or depression. % One person
wrotein a complaint to the CFPB that their experience with medical debt collection caused
feelings of depression and anxiety:

“The communications and phone conversations from[agency ] have beenincredibly
stressful for me as a Consumer. Receiving these communications made me feel anxious,
afraid, frustrated, exposed, helpless, confused and offended every time I saw their
company name or logo on a piece of mail in my mailbox. ... [These] attempts to collect
money from me foran alleged debt that has neverbeenvalidated... increased my
mental stress level and anxiety. I felt embarrassed, less confident, and depressed.”7

A 2021studyin the Journal of Clinical Psychiatry found that debt burdenis strongly associated
with increased likelihood of suicide attempt. 98 The strength of the identified associationis
comparable to or greater than that for other major predictors of suicide (e.g., sex) and other

164 Frech, Adrianne, Jason Houle and Dmitry Tumin. “Trajectories of unsecured debt and health at midlife.” SSM —

168 Naranjo, Glass and Williams 2021.
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mortality risk factors (e.g., smoking, obesity). Additionally, suicide and attempted suicide
imposes significant costs on society at large. 69

169 Americans who experience suicide attempts are sometimes sent medical bills for theirsubsequent care. Those
facing debt for suicide-attempt-related medical care often deal with thebills on their own and in secret, adding
another layer of stress inthe aftermath of recovery. Mounting medical debt has made some consider suicide again.
Body, Dyvonne. “The Burden of Debt on Mental and Physical Health.” Aspen Institute. August 2, 2018.
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4. COVID-19 Impacts

The COVID-19 pandemic has serious implications for consumer medical debt. Throughout 2020
and 2021, COVID-19 infection and pandemic-related income loss putindividuals at risk of
incurring medical debt. It is still unclear whether medical debt totals will increase due to the
pandemic; although some evidence suggests that the pandemic led individuals to reduce their
overall healthcare spending, this decreased spending came at least in part from avoidance of
medically valuable or necessary care.'7° This avoidance of care is expected to lead to increased
medical expenditures in the coming years.

4.1 COVID-related medical debt

Throughout the pandemic, individuals have incurred significant medical debt related to COVID-
19 infection. Commonwealth Fund research found that half of all people affected by COVID-19-
related hardships (including contracting COVID-19, losing employer-sponsored insurance, or
losing income) had medical bills or medical debt problems during the study period.7* COVID-19
hospitalizations and treatment directly contributed to individuals’ debt load, in ways that varied
by insurance status and consumer demographics.

4.1.1 Insuredindividuals

Although insured people had greater protections against high medical costs associated with
COVID-19, many insured individuals nevertheless incurred significant COVID-19-related
medical expenses. One study found that in 2020, 71 percent of privately-insured people
hospitalized with COVID-19 and 49 percent of those insured through Medicare Advantage
received at least one bill for COVID-19 hospitalization-related care, even though most insurers
had cost-sharing waiversin place during this period, under which individuals were generally not
responsible for paying costs related to COVID-19 hospitalization. 72 Mean out-of-pocket
spending was $788 for privately-insured individuals and $329 for individuals with Medicare
Advantage. Some households faced higher costs: for 7.2 percent of privately-insured individuals

170 Cox, Cynthia, Krutika Amin and Rabah Kamal. “How have health spending and utilization changed duringthe

171 Collins, Aboulafia and Gunja 2021.

172 Chua, Kao-Ping, Rena Conti and Nora Becker. “Assessmentof Out-of-Pocket Spending for COVID-19
Hospitalizations in the USin 2020.” Journal of the American Medical Association. October 18, 2021.
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hospitalized with COVID-19, total hospitalization-related costs were greater than $2,000. For
2.5 percent, costs exceeded $4,000.

Recent changes to insurance coverage

The above figures come from a nationally representative sample of patients’bills during March
to September 2020, when 88 percent of insured individuals were covered by a plan with cost-
sharing waiversin place for COVID-19 hospitalizations. 73 However, as of August 2021, 72
percent of large insurers had stopped waiving cost sharing for COVID-19 hospitalizations. Now
that most cost-sharing waivers have expired, the Kaiser Family Foundation estimates that the
average cost borne by an insured individual for a COVID-19 hospitalization could be $1,300 to
$1,464.174 Other research estimates that privately-insured individuals may be charged an
average of $3,840 out of pocket. 75 Most Americans are ill-prepared for an expense of that
magnitude; as of January 2021, only 39 percent of American families said they could pay a
surprise $1,000 bill from savings.76

4.1.2 Uninsured individuals

Uninsured people are at a higher risk of incurring burdensome COVID-19-related medical debt
than insured people. In the first half of 2021, 40 percent of uninsured people said they had
problems paying medical bills or were unable to pay their medical bills, compared to 24 percent
ofinsured people.'77 Similarly, 28 percent of uninsured people said they were contacted by a
collection agency about their unpaid bills, compared to 14 percent of insured people.78
Additionally, uninsured people tend to be employed in sectors that face high exposure to
COVID-19; the top 10 jobs held by uninsured Americans include driver, cashier, restaurant
server, cook, and in-person retail sales.79

173 Ortaliza et al. “Most private insurersare nolonger waiving cost-sharing for COVID-19 treatment.” Peterson-KFF.

174 Figures arebased on average out-of-pocket spending for pneumonia hospitalizations in 2018. Rae, Matthewet al.
“Potential costs of COVID-19 treatment for people with employer coverage.” Peterson-KFF. March 13, 2020.

175 Chua, Conti and Becker 2021.

176 Ostrowski, Jeff. “Survey: Fewer than 4in 10 Americans could paya surprise $1,000 bill from savings.” Bankrate.

177 Collins, Aboulafia and Gunja 2021.
178 Id.

179 Tolbert, Jennifer. “What Issues Will Uninsured People Face with Testing and Treatment for COVID-19?” Kaiser
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The pandemic led some people to become newly uninsured. Survey research by the
Commonwealth Fund found that 10 percent of American adults were uninsured in the first half
of 2021.18 Six percent of adults reported losing insurance coverage because of pandemic-related
jobloss. 8 Others may have become unable to afford insurance premiums due to pandemic-
related loss of income.

The Health Resources & Services Administration (HRSA) Uninsured Program allows health care
providers to bill the federal government, not patients, for COVID-19-related care provided to
uninsured patients.'82 However, there are gapsin coverage which can leave uninsured patients
with significant medical debt. Notably, health care providers must optin to participate in the
program, and the program only covers patients with a primary diagnosis of COVID-19.183 The
program also does not cover outpatient drug prescriptions or hospice services.

News reports suggest that both patients and doctors struggle to navigate the HRSA Uninsured
Program. In some cases, this lack of knowledge leads uninsured patients to incur avoidable
COVID-19-related medical debt.'84 Additionally, uninsured patients are not covered by the
Families First Coronavirus Response Act’s mandate that insurers pay for COVID-19 testingat no
cost to patients. 85 Therefore, uninsured patients may avoid seeking COVID-19 testing and care
out of fear of medical debt. 8¢ Avoiding care may result in patients becoming sicker and
ultimately needing more—and more expensive—treatment. It may also cause increased spread
of the pandemic, increasing both societal and individual medical costs.

4.1.3 COVID-relatedracial and ethnic disparities

Communities of color are more vulnerable to COVID-19-related medical debt due to multiple
factors, in ways that both reflect and exacerbate existing racial and ethnic disparities. Black,
Hispanic, and Native American communities have experienced higher rates of COVID-19
infection, in part because Black, Hispanic, and Native American people are more likely to be

180 Collins, Aboulafia and Gunja 2021.
181 .

182 “COVID-19 Care for Uninsured Individuals.” U.S. Department of Health and Human Services. September15,

186 Young, Christen, et al. “Responding To COVID-19: Using the CARES Act’s Hospital Fund to Help the Uninsured,
Achieve Other Goals.” Health Affairs. April 10, 2020.
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essential workers. 87 Black and Hispanic communities also have higher rates of preexisting
conditions, less access to medical care, and lower rates of insurance coverage. 88 For example,
researchers at the University of Michigan found that Black adults were six times more likely
than white adults to be refused access to COVID-19 testing at hospitals. 89 Additionally,
according to the Commonwealth Fund, Black and Hispanic adults were lesslikely to be insured
in the first half of 2021; 20 percent of Hispanic adults were uninsured, and 11 percent of Black
adults were uninsured, compared to 10 percent of all adults.9°

Additionally, 61 percent of Hispanic adults and 44 percent of Black adults reported losingjobs
or pay due to the pandemic, compared to 38 percent of white adults.9! As a result, Black and
Hispanic adults had less income with which to pay medical bills.

This higher income loss combined with lower rates of insurance coverage made communities of
color substantially more vulnerable to COVID-19-related medical debt. This is reflected in
polling which shows that 58 percent of Americans of color are concerned about the out-of-
pocket costs of COVID-19 care, compared to only 32 percent of white Americans. 92 Given strong
evidence that individuals tend to avoid medical care when they are concerned about its cost,
some people of color may have avoided seeking necessary COVID-19 care out of fear of medical
debt.

4.2 COVID-related policy changes

Although the COVID-19 pandemic led to increased medical debt for some people, certain new
federal policies were instituted in response to the COVID-19 pandemic which have helped
protect others from medical debt. However, some of these programs are expected to expire soon.
Their expiration would strip individuals of these COVID-19-related protections against medical
debt, potentially increasing medical debt burden.

187 Dubay 2020.

188 Artiga, Samantha, Rachel Garfield and Kendall Orgera. “Communities of Color at Higher Risk for Healthand

190 Collins, Aboulafia and Gunja 2021.

191 ] opez, Mark H., Lee Rainieand AbbyBudiman. “Financial and health impacts of COVID-19 varywidelybyrace
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4.2.1 Expanded Medicaid enrollment

The Families First Coronavirus Response Act (FFCRA) requires states to maintain individuals’
Medicaid enrollment through the duration of the COVID-19 public health emergency. This
requirement, in tandem with pandemic-related job loss, led Medicaid enrollment to increase by
approximately nine million people from February 2020 to January 2021.19 Medicaid
enrollment continues to growunder the FFCRA. When the COVID-19 public health emergency
declaration expires, the continuous enrollment provision would no longer apply, and 15 million
Americans could lose Medicaid coverage. 94 Expanded Medicaid coverage is associated with
significantly lower levels of medical debt in the population covered by expansion. 195

4.2.2 Families First Coronavirus Response Act

The FFCRA requires all public and private health insurance plans to pay for COVID-19 testing at
no cost to the patient. However, insurers may impose cost-sharing for tests conducted as part of
return-to-work programs or public health surveillance programs. 19 Additionally, about 2.4
percent of COVID-19 tests billed to insurance resulted in surprise bills, despite the FFCRA
provisions. 97 In some cases, these bills are for undisclosed ancillary services provided at the
same time as the COVID-19 test. One insured individual filed a complaint with the CFPB after
discovering that a COVID testing bill had beensent to collections:

“Each test was $270.00 orso. Our insurance company paid the bill, but insurance
company reimbursement wasn’t applied properly... [the healthcare provider]
improperly sent our file to [a collections agency]. ...Itis not clear if [the provider]
willfully is trying to charge twice for COVID testing. I also find it appalling that [the

193 Buettgens, Matthew, and Andrew Green. “What Will Happen to Unprecedented High Medicaid Enrollment after
the Public Health Emergency?” Urban Institute. September 2021.

195 Kluender et al 2021.

196 Kurani, Nisha et al. “COVID-19 test prices and payment policy.” Peterson-KFF. April 28, 2021.
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provider] may be fraudulently trying to take advantage of COVID testing. It seems
they should be trying to meet a higher standard.”98

4.2.3 CARES Act: HRSA Uninsured Program

As describedin Section 4.1.2 above, the CARES Act-funded Health Resources & Services
Administration (HRSA) Uninsured Program allows health care providers to bill the federal
government, not patients, for COVID-19-related testing and treatment provided to uninsured
patients.199

Uninsured individuals are eligible to receive free COVID-19 testing if their provider participates
in the HRSA Uninsured Program (funded through the CARES Act). However, some uninsured
individuals have incurred medical debt as a result of COVID-19 testing at facilities that do not
participate in the HRSA Uninsured Program, with some bills exceeding $1,000.2°° One such
uninsured individual filed a complaint with the CFPB about their experience:

“T wastaken to the [emergency]room. We were toldit was a county hospital and where
I should go for financial reason since I was UNEMPLOYED with NO MEDICAL
INSURANCE... Isuspected that I have [COVID-19] as I was very ill and having
difficulty breathing. The Emergency roomdoctor here ran extremely expensive test[s],
most of which were unnecessary... Thousands of dollars I have been chargedjust to go
to the emergency roomto make sure I did not have COVID. ... Now they have turned
me overto a collection agency... I have this showing up on my credit bureaus whichis
crippling to me as I start to try to rebuild my life after a yearof very little employment.
I cannotrent an apartment or get a car loan.”2°!

The HRSA programreimburses providers on a contingent basis based on funding availability. 202
If this program expires or runs out of funding, uninsured patients will be responsible for the full
cost of COVID-19 care. 203

198 Edited for clarity. “Complaint 4452377.” Consumer Financial Protection Bureau. June 11,2021.

199 “COVID-19 Care for Uninsured Individuals” 2021.

200 K1iff, Sarah. “How to Avoid a Surprise Bill for Your Coronavirus Test.” New York Times. August 18, 2021.

202 Schwartz and Tolbert 2020.

203 Levitt, Larry, Kary Schwartz and Eric Lopez. “Estimated Cost of Treatingthe Uninsured Hospitalized with COVID-
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5. Legislative and Regulatory
Developments

In recent years, both federal and state governments have used rulemaking and legislation to
provide additional protection to those with medical debts. At the federal level, the CFPB has
issued final debt collection rules generally governing collection of consumer debts (including
medical debts) by third-party debt collectors. These rules, which went into effect Nov. 30, 2021,
provide clear guidance on mattersincluding telephone call frequency, the use of electronic
communication channels (emails, texts, social media), consumer communication preferences,
and debt validation information. Additionally, states such as Maryland, Nevada, New Mexico,
California, and Washington have enacted new legislation providing expanded protection
including expanded disclosures, delayed credit reporting, restrictions on lawsuits, etc.

5.1 State-level legislative developments

States such as Maryland, Nevada, New Mexico, California, and Washington have recently
enacted new laws governing medical debt collections. These laws generally increase consumer
protectionin the areas of debt collections, credit reporting, and debt collection litigation.

Legislation Effective

State . Description
Title Date =
Sets the prejudgmentinterest rate formedical debt at
. 9 percent. States that a plaintiffin supplemental
Substitute .
House Bill proceedings maynot seek a warrantforthe arrestofa
el & Julv 28 judgment debtor for any act or failure to actthat
Washington LA . Y28, arises outof orrelates to a judgment for medical debt,
Substitute 2019 . . . I
; with certain exceptions. Prohibits health care
House Bill . e . .
1602 providers and facilities from selling or assigning

"""" medicaldebtuntilat least120 days aftertheinitial
billingstatement. Prohibits certain practices with
respect to medicaldebt.204
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Medical Debt Makes certain changesto certain hospital financial
Maryland Protection gzl;llary L assistance policies; prohibits a hospital from charging

Act interestorfees on certaindebtsincurred by certain
patients;etc.205
An Act requiring a collection agency to notify a debtor
before taking any action to collecta medical debt;
providing certain protections to a medical debtor who

Senate Bill July 1, initiates contact with or makesa voluntary payment

Nevada . e . .

248 2021 to a collection agency; prohibiting certain practices
relating to the collection of medical debt; prohibiting
the waiver of certain protections provided to medical
debtors; and providing other matters properly
relating thereto.206
An Act preventing collection from indigent patients;

) requiring health care facilities to screen patients for

Patients Debt . o p e

. . July 1, assistance eligibility; requiringhealth care facilities
New Mexico Collection . .

Practices Act 2021 and thlrd—pgrtyhealth care pI‘O\{ld(.iI"S to reporthoy\{

"""""""""" certain public fundsare spent; limitingenforceability
of certainjudgments; and enacting additional
changes.z207
Prohibits a hospital from selling patient debtto a debt
buyer, unless specified conditions are met. Requiresa

A.B.1020, hospitalto send a patient a notice with specified

California Health Care January1, informationbefore assigninga bill to collections, or

Debtand Fair 2022 sellingpatient debt to a debt buyer. Prohibitsdebt

Billing collectionbefore 180 days after theinitial billing,

regardless of the patient’sfinancial status. Enacts
additional prohibitions and requirements. 208

205 “SB0514/CH0769.” State of Maryland. 2021.
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5.2 Federalrulemakingand legislation

Two recent developments at the federal level are expected to impact medical debt collections
and reporting: the CFPB’s final rule on debt collection, which went into effect on November 30,
2021;and the No Surprises Act, which became effective January 1,2022.

5.2.1 Debt collection final rule

The CFPB’s debt collection final rule, which revised Regulation F, the rule implementing the
Fair Debt Collection Practices Act (FDCPA), took effect November 30, 2021. Various provisions
in the rule could affect the collection of medical debt.

The FDCPA, and Regulation F, apply to “debt collectors,”2°9 as that term is defined in the
statute, including, in general, debt collectors collecting medical debts. The FDCPA and
Regulation F prohibit, among other things, using “unfair or unconscionable means to collect or
attempt to collect any debt.” The FDCPA and Regulation F generally do not apply to medical
service providers or their employees who attempt to collect debts owed to the provider.

The final rule amends Regulation F to clarify certain provisions of the FDCPA. Among other
changes, the final rule prohibits “debt parking,” also known as passive collections. Thisis the
practice of furnishing collection information about a debt to a consumer reporting company
before communicating with the consumer about the debt. 2 This practice was previously
employed by some medical debt collectors, who would report adebt to a consumer reporting
company, then wait for the debtor to notice the tradeline when, for example, applying for credit.
Regulation F addresses the practice of “debt parking” by requiring a debt collector to take
certain actionsintended to convey information about the debt to the debtor before furnishing
information about that debt to a consumer reporting company.

The FDCPA and Regulation F also require debt collectors, including medical debt collectors, to
provide certain information about the debt to consumers at or near the outset of collections.
Regulation F requires debt collectors to include, as part of this information, anitemization of the
current amount of the debt. This itemization may help individuals recognize and understand
medical debtsin collection.

209 Under the FDCPA, a debt collector is “any person who uses anyinstrumentality of interstate commerce or the
mailsin anybusiness the principal purpose of which isthe collection of anydebts, or who regularly collects or
attempts to collect, directly or indirectly, debts owed or due or asserted to be owed or dueanother.” The FDCPA
additionally provides certain exemptions from this definition.

210 “Executive Summary of the December 2020 Debt Collection Rule.” Consumer Financial Protection Bureau.
December 18, 2020.
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5.2.2 No Surprises Act

Effective January 1, 2022, the No Surprises Act protects participants, beneficiaries, and
enrolleesin group health plans and group and individual health insurance coverage from
surprise medical bills when they receive, under certain circumstances, emergency services, non-
emergency services from nonparticipating providers at participating facilities, and air
ambulance services from nonparticipating providers of air ambulance services. In addition, the
No Surprises Act, among other things, requires certain health care facilities and providersto
disclose Federal and State patient protections against balance billing and sets forth complaint
processes with respect to potential violations of the protections against balance billing and out-
of-network cost sharing. The No Surprises Act also includes certain protections for uninsured
(or self-pay) individuals from surprise medical bills. The No Surprises Act does not cover billing
for ground ambulance services. Several federal agencies have published rules implementing the
No Surprises Act.

In January 2022, the CFPBreleased a bulletin regarding the No Surprises Act. If a medical bill
goes unpaid after a certain amount of time, a medical provider may engage a third partyto
collect the debt. To the extent the third party qualifies as a “debt collector” under the FDCPA,
the third party is generally subject to the FDCPA and its implementing Regulation F. The
FDCPA and Regulation F prohibit, among other things, the use of “any false, deceptive, or
misleading representation or means in connection with the collection of any debt,” including
any false representation of “the character, amount, or legal status of any debt.” This prohibition
includes misrepresenting that an individual must pay a debt stemming from a charge that the
No Surprises Act prohibits. Thus, for example, a debt collector who represents that an individual
owes a debt arising from out-of-network charges for emergency services that exceed the amount
permitted by the No Surprises Act may violate the FDCPA and Regulation F.
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6. Conclusion

For tens of millions of Americans, medical debtis an unexpected, unwanted, and financially
devastating expense. Studies suggest that out of every 100 peoplein the U.S., between 18 and 35
people have medical debt in collections. Moreover, Black and Hispanic people, as well as low
income people and younger adults of all races and ethnicities, have higher rates of medical debt
than the general population. Veterans and older adults are also significantly impacted by
medical debt. Residents of states that did not expand Medicaid have higher rates of medical
debt.

Current practices in medical debt collections and reporting can cause significant harm to people
with medical debt. Many patients have trouble navigating and accessing health care providers’
payment assistance programs, due in part to the complexity of those programs and a general
lack of clear and specific guidance from the medical providers. Many patients and their families
are coerced into paying invalid, unsubstantiated, or inaccurate medical bills by the threat or
actuality of credit reporting of those medical accounts. Patients and their families can be barred
from accessing the credit they need by the inclusion of medical collection accounts on their
credit reports, even though prior CFPB research shows that medical debt reported on credit
reportsisfar less reliable and predictive of people’s ability to pay their bills going forward.
Consumer reporting agencies’ inclusion of this informationin consumers’ credit reports
threatens the integrity and accuracy of the credit reporting system as a whole, creating
inefficiencies for creditors as well as patients.

These practices can impose serious costs on people’s financial, physical, and emotional health.
Having a medical debt collectiontradeline on a person’s credit record can make it harder to get
credit, rent or buy a home, or find a job. Some people are pushed into bankruptcy by medical
bills that they cannot pay. Some avoid seeking health care out of fear of medical debt. And some
find that the stress of having medical debt—and being contacted by medical debt collectors—
worsens their mental health, contributing to conditions like anxiety, depression, and even
suicide.

The CFPB will act to ensure that the consumer credit reporting system is not used coercively
against patientsand their familiesin order to force themto pay questionable medical bills.
Specifically, the CFPB intends to:

¢ Hold credit reporting companies accountable for having reasonable proceduresin place
to assure that medical debtinformationis accurate and taking action against furnishers
who reportinaccurate information.

e Supportthe work of the U.S. Department of Health and Human Services to ensure that
patients are not coerced into paying bills in excess of the amounts due, particularly
where the billed amount violates the No Surprises Act.

e Investigate how best to facilitate patients’ access to financial assistance programs offered
by medical providers, including at the point of collection and credit reporting.
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e Conduct additional research on medical billing collection practices and their impact on
patients and families.

e Determine whether policies should be implemented to eliminate unpaid medical billing
data on credit reports altogether.
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APPENDIX A: STATE-LEVEL DISTRIBUTION OF
MEDICAL DEBT COLLECTIONS TRADELINES

The below table lists the proportion of individuals in the CFPB’s Consumer Credit Panel in a
given state who had medical debt collections tradelines on their credit file as of December 2020.
It also provides the mean and median medical debt balance at the individual level as well as total
balances by state, also as of December 2020. States are listed in alphabetical order.

Total Balance

State Percent Mean Balance Median Balance (Millions)
Alabama 18.38 $2,561 $900 $2,093
Alaska 14.07 $3,752 $1,412 $318
Arizona 15.16 $2,456 $894 $2,421
Arkansas 18.36 $1,709 $620 $838
California 8.64 $2,373 $722 $7,532
Colorado 12.19 $2,152 S711 S1,344
Connecticut 10.25 S1,407 S508 S492
Delaware 17.37 $2,426 $715 $S401
District of

Columbia 7.2 $1,160 $535 S54
Florida 16.93 $2,262 $988 $8,213
Georgia 16.95 $2,228 $908 $3,615
Hawaii 6.91 $1,449 $460 $126
Idaho 12.73 $2,832 $918 $575
Ilinois 13.73 $1,591 S617 S2,541
Indiana 18.19 $2,043 S773 $2,229
lowa 8.69 $1,880 $566 S447
Kansas 17.86 $2,815 $801 $1,284
Kentucky 18.15 $1,402 S478 $1,009
Louisiana 21.79 $2,150 $812 $1,940
Maine 16.94 $3,035 $797 $678
Maryland 11.62 $1,160 $516 $766
Massachusetts 4.72 $975 $363 $296
Michigan 13.84 $1,207 $459 $1,544
Minnesota 2.25 $1,357 S408 $148
Mississippi 17.62 $2,712 $824 $1,208
Missouri 17.9 $2,523 $813 $2,489
Montana 12.16 $2,358 $719 $279
Nebraska 7.25 $3,294 $650 $397
Nevada 18.62 $2,650 $845 $1,426
New Hampshire 7.97 S1,261 $552 S133
New Jersey 12.66 $1,304 $528 $1,438
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TotalBalance

State Percent Mean Balance Median Balance (Millions)
New Mexico 17.94 $2,692 S737 $881
New York 6.13 $1,186 S463 $1,307
North Carolina 19.18 $1,963 $682 $3,551
North Dakota 6.04 $1,551 $490 S61
Ohio 16.09 $1,562 $615 $2,713
Oklahoma 21.26 $3,292 $1,130 $2,427
Oregon 5.87 $1,737 $600 $390
Pennsylvania 10.42 $1,473 S541 $1,814
Rhode Island 5.6 $1,301 $513 S72
South Carolina 22.87 $3,335 $868 $3,598
South Dakota 4.43 $2,376 $741 $79
Tennessee 19.31 $2,663 $911 $3,209
Texas 21.78 $2,556 $1,017 $14,608
Utah 13.54 $3,128 $940 $1,136
Vermont 5.4 $1,323 S468 S42
Virginia 15.91 $2,083 S742 $2,590
Washington 5.03 S1,742 S605 S601
West Virginia 24.99 $1,708 $636 $707
Wisconsin 10.27 $2,452 $822 $1,308
Wyoming 18.08 $6,516 $1,435 $620
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APPENDIX B: STATE CHARITY CARE PROTECTIONS

The below tableslist state charity care protections and is ordered alphabetically by state. It is
sourced from the National Consumer Law Center’s report “An Ounce of Prevention: A Review of
Hospital Financial Assistance Policiesin the States.”!

PROTECTIONS APPLY TO ALL HOSPITALS (10 STATES)

State Protections

Mandates general or acute care hospitals to provide free or
reduced care for uninsured patients, or patients with high medical
costs who have incomes at or below 350 percent of the federal
poverty line (FPL).
Mandates that all hospitals screen for eligibility for financial
assistance. Requires discounted care for uninsured patients who
do not qualify for Medicaid, Medicare, or other coverage and who
have income at or below 250% FPL.
Mandates that hospitals provide free care for most patients with a
family income at or below 200% FPL, but the patient has to cover
the first $300 of the care. Care at rural or critical access hospitals
must be free for patients at or below 125% FPL, and all hospitals
lllinois must provide discounted care for uninsured patients with income
and assets at or below 600% FPL (or 300% FPL for rural or
critical access hospitals). Hospitals also cannot collect more than
35% over their cost of services for any one inpatient or outpatient
visit costing more than $300 for uninsured patients.
Requires hospitals to provide free care to Maine residents with
income of less than 150% FPL.
Mandates that hospitals provide free care for patients at or below
Maryland 200% FPL, and reduced cost care for patients with income
between 200% and 500% FPL.
Requires hospitals with atleast 100 beds to provide a minimum
amount of free care of 0.6% of their net revenue for patients who
are uninsured, are ineligible for public assistance, or have an
Nevada income of $438 per month for a single person, $588 per month for
two people, or $588 plus $150 per month for each additional
family member. Requires major hospitals to discount the total
billed charge by atleast 30% for an inpatient who is uninsured, is

California

Connecticut

Maine

1 Stark 2020.
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State Protections

not eligible for state coverage, and makes a reasonable payment
arrangement.

Mandates that all hospitals provide a 100% discount for residents
with incomes at or below 200% FPL, and discounted care for
New Jersey patients withincomes between 200% and 300% FPL. Uninsured
patients with family incomes of less than 500% FPL cannot be
charged more than 15% above the Medicare payment rate.

Mandates that hospitals may charge no more than a nominal fee
to patients with incomes at or below 100% FPL, and are to
provide discounted care on a sliding scale basis to patients with

New York incomes between 100% and 300% FPL. Hospitals cannot charge
uninsured patients whose income is under 300% FPL more than
what the hospitals receive from Medicare, Medicaid, or the
highest volume payer for that hospital.

Mandates that all hospitals provide a 100% discount for residents
Rhode Island with incomes at or below 200% FPL, and discounted care for
patients withincomes between 200% and 300% FPL.

Mandates that hospitals provide free care for uninsured patients
Washington at orbelow 100% FPL, and discounts of 75% to 25% for patients
between 100% and 200% FPL.

PROTECTIONS APPLY TO NONPROFIT/STATE HOSPITALS ONLY (3 STATES)

State Protections

State-owned hospitals must provide financial assistance to
patients with a family income at or below 200% of FPL who are
uninsured, or if care expenses exceed 20% of family income in
the last 12 months.

Louisiana

Requires nonprofit hospitals and clinics to provide full financial
assistance to those with household incomes of up to 200% FPL,
and assistance on a sliding scale for those with incomes of up to
400% FPL.

Oregon

Requires nonprofit hospitals to provide financial assistance at

T
exas least to patients with income between 21% and 200% FPL.

STATE-RUN FINANCIAL ASSISTANCE PROGRAMS (3 STATES)
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State

Protections

Colorado

Provides discounted care for state residents who are ineligible for
Medicaid and have incomes that do not exceed up to 250% FPL
through the Colorado Indigent Care Program.

Massachusetts

Massachusetts’ Health Safety Net Program pays the full cost of
eligible care at acute care hospitals and community health
centers for those whose incomeis at or below 150% FPL, and
pays the cost of care minus a deductible for those with income of
150% and 300% FPL.

South Carolina

South Carolina’s Medically Indigent Assistance Program covers
inpatient hospital treatment and pays for everything Medicaid
covers for South Carolina residents who are U.S. citizens or
lawful permanent residents with incomes that do not exceed
200% FPL and who meet certain asset requirements.
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APPENDIX C: MEDICAL DEBT BALANCES IN THE
CFPB’S CONSUMER CREDIT PANEL, 2018 TO 2021

Quarter Balance Tradelines
2018 Q1 96.78 142.68
2018 Q2 96.88 141.70
2018 Q3 97.05 140.84
2018 Q4 94.76 139.74
2019 Q1 96.50 125.45
2019 Q2 94.48 122.00
2019 Q3 94.80 123.13
2019 Q4 92.33 121.04
2020 Q1 95.79 124.95
2020 Q2 91.04 118.49
2020 Q3 91.28 117.38
2020 Q4 90.09 114.43
2021 Q1 89.29 112.78
2021 Q2 87.64 110.58
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