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First, CFBP examined whether medical and non-medical
collections are equally predictive about the subsequent
respective credit performance of consumers with these
different types of accounts.

The answer appears to be “no.” Our results suggest that
consumers with more medical than non-medical collections
had observed delinquency rates that were comparable to
those of consumers with credit scores about 10 points
higher.
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https://files.consumerfinance.gov/f/201405_cfpb_report_data-point_medical-debt-credit-scores.pdf
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FIGURE2:  PERFORMANCE BY CREOIT SCORE. MEDICAL V5. NON-MEDICAL COLLECTIONS
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Second, CFPB conduct a similar analysis that evaluates

whether paid and unpaid medical collections are equally
predictive of consumer delinquency rates.

Again, the answer appears to be “no.”
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Medical Debt Burden in the
United States

Medical Debt Burden in the United
States (consumerfinance.gov)
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“When it comes to medical bills,
) Americans are often caught in a
Compliance doom loop between their medical
provider and insurance company,”
said CFPB Director Rohit Chopra.
“Our credit reporting system is too
often used as a tool to coerce and

. _ . . . extort patients into paying medical
CFF’B_ Estimates $88 Billion in Medical Bills on bill they may not even owe.”
Credit Reports

CFPB Estimates $88 Billion in Medical
ical billing data cont Bills on Credit Reports | Consumer,
- ¢ Financial Protection Bureau

(consumerfinance.gov)
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First, we will be closely scrutinizing the Big Three credit reporting agencies
to ensure that they are not being used as a tool to coerce and extort
patients on medical bills they may not even owe.
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https://files.consumerfinance.gov/f/documents/cfpb_medical-debt-burden-in-the-united-states_report_2022-03.pdf
https://www.consumerfinance.gov/about-us/newsroom/cfpb-estimates-88-billion-in-medical-bills-on-credit-reports/

CFPB Threats

@ & 6fs A

* Second, the CFPB will work with other government agencies to
determine whether it is appropriate to include medical debt in their

own underwriting and role in credit reporting.
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CFPB Threats

Finally, we will be assessing whether it is appropriate for unpaid medical
billing data to be included on credit reports altogether. We already know

RGO

how a medical bill reported on credit reports is less predictive of future
repayment than reporting on traditional credit obligations. We will make
this determination while also taking steps to reduce harmful and

inaccurate credit reporting.
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FIGURE 1:  WEDICAL DEET COLLECTIONS 1N CONSUMER CREDIT PANEL 2018 - 2021
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FIGURE2:  DISTRIBUTION OF MEDICAL COLLECTIONS BALANCES IN CONSUMER CREDIT PANEL, 2020

The CFPEs Consumer Credit Panelas of

2020,
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Financial assistance programs

Some hospitals and managed care organizations have financial assistance programs thataim 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
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PERCENTAGE OF ADLTS WITH MEDICAL OEBT WHO REPORTED LOW OR VERY LOW
LEVELS OF FINANCIAL WELL-BENG BY SELECTED CHARACTERISTICS, 2020

PGuRE 6

J/iameRICoLLECT
15




3/25/2022

CFPB - Feb 22 Report

Wall Street Journal
-

Equifax, Experian, and TransUnion Support U.S
Consumers With Changes to Medical Collection
Debt Reporting

Joint Measures from Gonsumer Credit Reporting Agencles
Remove Nearly 70% of Medical Collection Debt Tradelines from
Eonsumer Credit Reports

Paid Medical Debts will be removed
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Effective July 1, 2022, paid medical collection debt will no longer be
included on consumer credit reports.

ntiative Whas Irpacted? Furnishar Acticn fctive Date
TR Wil Aoy pald o thanges required. Contirus 1 70T
madial dett colection v DRDE Bupers | regetthe pakd il colsction
axcouts with 2 status coce 62 The CRAs wil
then remove the paid medical
esllecticn,
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365 waiting period

In addition, the time period before unpaid medical collection debt would
appear on a consumer’s report will be increased from 6 months to one
year, giving consumers more time to work with insurance and/or
healthcare providers to address their debt before it is reported on their
credit file.

Do nof report medica debt |- allection Agendier | 00 not report Medical Debt A1
collection sccountsless [and Debt Bupers | colle ounts (as defined by

than 365 days oid Creditor Classfication Code 02) rtl
they are at least 365 days past the
Date of the First Debnuency with

the crginal creitor that hed tothe
account being sokd o placed foe
clection.

[Note: exiting ru i changing from
18010365 days)
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At Least $500.00 Balance

In the first half of 2023, Equifax, Experian and TransUnion will also no
longer include medical collection debt under at least $500 on credit

reports.
Do not repart medical debt.[Collection Agencies | Do not report Medical Debt 3/30/2083
collection accounts under a jand Debt Buyers | collestion accounts (as defined by
pre-defined minimum Creditor Classification Code 02) under
threshold [will be at least a pre-defined minimum threshold
$500 and published later {will be at least $500 and published
this year) later this year]
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Impacts

If you currently report to the credit bureaus -
Americollect’s previous studies have shown that recovery
percentages will decrease by about 26%.

Example being - If Hospital ABC normally recovered 8%.
Next year recovery will be 6%.
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1. Budget for uncollectible should increase (notify your
financial department on 3/30/2023).

2. Credit Bureaus will become slightly less predictive (are
you using Experian, TransUnion, or Equifax for any data?)

Why - Credit Bureaus will no longer receive 41% of
their previous data from furnishers.
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Secondary Impacts
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3. Timely Filing — Resolution of accounts can occur after
reaching the collection agency with insurance providers and
by extending reporting to 365 days may increase those
patients who have been hard to reach being informed by
the credit bureaus.
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Billing and Collection Policy
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Update your Billing and Collection Policy on 3/30/2023 to
clarify that only balances greater than $500 will be reported
to the credit bureau for Extraordinary Collection Actions.
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Economic Impact of the Growing Burden of Medical Debt
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WITNESSES

I STATES SEART, ST 3

BANKING, HOUSING, AND URBAN AFFAIRS

WIE Tupsday, March 29, 2023
THE: 10:00 2400

United States Committee on Banking, Housing, and Urban Affairs (senate.gov
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Economic Impact of the Growing Burden of Medical Debt
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Economic Impact of the Growing Burden of Medical Debt
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Question - Do consumers benefit by not reporting medical debt under $500?

Answer - No. There are several negative unintended consequences of not
allowing medical debt under $500 to be credit reported. There is also a false
narrative that this does not impact medical providers. Perhaps some of the
largest health care providers—who have vastly different economic models
than your local doctor, dentist, mental health, and other practitioners—will
not be impacted. Credit reporting agencies and the Consumer Financial
Protection Bureau may have consulted with some of the largest hospitals,
but have not provided any analysis or evidence that this does not impact
small local health providers. ACA International members have heard from
some of their clients, including some large hospitals, that they will be
harmed. Trade associations representing the financial side of medical
providers have also indicated this will absolutely impact their ability to
provide services.
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https://www.banking.senate.gov/hearings/economic-impact-of-the-growing-burden-of-medical-debt
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Economic Impact of the Growing Burden of Medical Debt
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Question - Do consumers benefit when medical debt credit reporting is delayed from 180 days to 365 days?

Answer - No. Unfortunately, lengthening the time for payment beyond 180 days actually increases the chance
for harm and for additional ‘costs to be incurred by consum

Many consumers who do not respond to regular collection attempts, such as calls and letters, find out about
their debt from seeing it on their credit report. Learning aboutarnanaal obhgahon ona cred. it report, which is
free to obtain, may be the fist time It clicks for a consumer that the address this Issué with
their |nsurance Cof F must take action to avoid future IItlgat\cn Delaym the debt does not make it go
away, and it will still be \egal\y owed by consumers after the elongated process plays out. Contracts between
medical Fmv\ders and insurance companies often require that if they do not hear about a claim within six

rom the date of service, the insurance company doesr\ t have m pay that bill. That is why industry
groups, including ACA, health care providers and cons T orou eed to a be: 5(8 ractice of credit repnmr\g
at 120 days. Moving the oalpost to 365 days, and Dolermal ly keepmg consumers in the dark about their
obligations, will remove the option to make insurers pay.

After a year, there is no legal obligation for insurance companies to pay the claim. If the consumer cannot pa
and the instrance company will not pay, then the medical provider will need to find a way to pass that cost on
£0 everyone eise and/or eliminate service offerings.
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Economic Impact of the Growing Burden of Medical Debt
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(%ue stion - I heard that most of the debt under $500 is not actually owed and may be
llegitimate or phantom debt. Is that true?

Answer - That would very rarely be the case. The Fair Credit Reporting Act (FCRA) and the
Fair Debt Collection Practices Act (FDCPA), as well as other consumer protection laws, have
extensive mechanisms in place to ensure credit reporting accuracy. The No Surprises Act was
also just put in place in the Consolidated A g)proprlatlons Act to address surprise bills at the
front-end of the process and nongayment rom insurance companies. If, for some reason,
debt that should have been paid by an insurance company makes it to a credit report, it fsin
a consumer’s best interest to learn about this as soon as possible and address it with an
insurance company. However, the vast ma]onJ of debt that makes it on a credit report is
unpaid debt that is Iegmmately owed to a medical provider. Anyone collectin onghantom
debt would be an illegal actor, not a member of the debt collection industry.
Federal Trade Commission, state and other federal regulators already have very broa
author\ty to go after any |\qual fraudster and ACA strongly supports that. However, there are
ny guardralls a\read“ﬂ place for legitimate debt collectors to ensure they are complying
W|th the FDCPA d are reporting debt accurately to credit bureaus. If they were
not, they would not oan be sub]ect to potential litigation but also would lose clients and
credib‘\lity to maintain their business
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Thank you
-

» Shawn Gretz -
» President of Americollect
+ 920-420-3420
+ shawn@americollect.com

» Not legal advice, talk to your attorney.
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