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Rohit Chopra, Director

Consumer Financial Protection Bureau (CFPB)
1700 G Street NW

Washington, DC 20552

Re: Comments on the Consumer Financial Protection Bureau’s Proposed Rule Amending
Regulation V. Docket Number CFPB-2024-0023.

Dear Director Chopra,

On behalf of UnidosUS, we respectfully submit these comments in support of the Consumer
Financial Protection Bureau’s (CFPB) proposed rule to remove a regulatory exception in
Regulation V—which implements the Fair Credit Reporting Act (FCRA)— concerning medical
information.

UnidosUS is a nonprofit, nonpartisan organization that serves as the nation’s largest Hispanic
civil rights and advocacy organization. Since 1968, we have challenged the social, economic,
and political barriers that affect Latinos through our unique combination of expert research,
advocacy, programs, and an Affiliate network of over 300 community-based organizations
across the United States, including Puerto Rico.

The Consumer Financial Protection Bureau (CFPB) proposes two key changes to Regulation V
concerning medical debt information. First, the Bureau proposes to remove a regulatory
exception in Regulation V that exempts creditors from the Fair Credit Reporting Act’s (FCRA)
limitation on obtaining or using medical debt information when making credit eligibility
decisions. Second, the Bureau proposes to restrict consumer reporting agencies from providing
creditors with consumer reports that contain medical debt information.

This timely proposed rule reflects a growing understanding of the outsized role medical debt
can play in the lives of American families. A 2021 CFPB study found that medical debt is the

most common debt collection tradeline on credit records, representing 58% of all collections
tradelines and affecting one in four consumers. Our 2024 Banking and Financial Health survey

found that almost half of Latino families (47%) across Arizona, California, and Texas hold some
type of medical debt, including amounts in collections, credit card balances, direct debts to
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medical providers, and other healthcare-related obligations. A staggering 55% of respondents
reported skipping some sort of health service due to the cost or expense, taking measures like
skipping doses of medicine, cutting pills in half, or declining hospital services. Finally, more than
a third (37%) of Latinos have had to cut back spending on essentials, like food, or taken an extra
job or worked more hours as a direct result of medical debt. It is clear Latinos are using all the
tools at their disposal, often at great personal cost, to tackle medical debt.

Our comments outline the disproportionate impact of medical debt on Latino communities,
highlighting the urgent need for the CFPB’s proposed amendments to Regulation V. We support
removing the regulatory exception concerning medical information and restricting consumer
reporting agencies from furnishing medical debt information to creditors. We also recommend
the Bureau broaden the prohibition on credit reporting to encompass medical debt incurred
with, at a minimum, medical credit cards, to more accurately reflect the way Latino households
manage healthcare expenses.

Medical debt is a pressing issue for Latinos, exacerbated by long-standing disparities in
healthcare coverage and earnings.

Latinos have one of the highest uninsured rates in the nation. Despite some progress in the

Latino uninsured rate in the past decade, Latinos remain far more likely to be uninsured than

are non-Hispanic whites (19%, compared to 7%). In the years preceding the COVID-19
pandemic, the gains made under the Affordable Care Act (ACA) for Latinos began to unravel in
the face of anti-immigrant rhetoric and policy changes like the revised public charge rule,
reduced outreach and enrollment assistance, and other barriers to participation in health
programs. While protections put into place during the pandemic—including the Medicaid
continuous coverage requirement and increased financial assistance for the purchase of
Marketplace coverage—lowered the Latino uninsured rate below pre-pandemic levels, Latinos
remained particularly at risk of becoming uninsured as Medicaid’s continuous coverage

protections end, from April 2023 through June 2024.

Although people with all types of health coverage accrue medical debt, uninsured people have
the highest prevalence of such debt. Lack of insurance disproportionately falls on Latinos and
other people of color, putting them at greater risk of accruing medical debt, particularly in
emergency situations. Households with health insurance for all members are approximately
half as likely to have medical debt, compared to households in which some or all members have
no coverage(16.2% vs. 30.8%). Uninsured adults are also more likely to hold more medical debt
than are those with other types of coverage. Counties with the highest shares of uninsured
individuals also often have higher shares of medical debt in the collections process.
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Latinos are also more likely to struggle with unaffordable deductibles in employer-sponsored
insurance (ESI). Based on data from the American Community Survey (ACS), a plurality of
Latinos obtained health coverage on the job in 2021: 26 million people (compared to 19 million
Latinos covered through Medicaid and 11 million Latinos without any health coverage). The
quality of ESl varies, and for lower-income workers often features high deductibles that leaves
them more exposed to significant, uncovered medical bills. According to the same data, from
2012 to 2022, average deductibles for ESI worker-only coverage nearly doubled, rising from

$802 to $1,562 in constant dollars. Over that same period, the percentage of workers with
average deductibles of $1,000 or more skyrocketed from 34% to 61%.

Though real wages (wages adjusted for inflation) are rising, Latinos remain overrepresented in

lower-wage jobs that do not often offer access to health insurance, leaving Latino households

with fewer assets to buffer financial hardships and more unable to keep up with the rising cost

of living, including health care costs. Since 2009, U.S. worker wages increased by 26%, while

average family premiums and worker contributions increased by 54% and 71%, respectively.

Existing racial and ethnic wage disparities can mean that Latino households are left with less
money than the average household does to use for emergency savings or retirement—lacking
access to potential pools of funds to draw from in the face of financial emergencies.

Unsurprisingly, Latino households are more likely than are white households to be affected by

medical debt, with 22% of Hispanic individuals reporting past-due medical debt compared to
17% of white households. Mounting debt can push Latinos to delay care. Latinos are more likely
to delay care due to higher costs than are non-Hispanic whites. In addition, Latinos experience
high rates of certain chronic conditions (e.g., diabetes and hypertension) which make a
household more likely to carry medical debt than those families without multiple chronic

conditions. For example, people with diabetes are burdened with an average of $9,000 of

medical debt to cover the costs of insulin-regulating drugs. A 2024 UnidosUS Banking and
Financial Health Survey found that only 29% of Latinos report having more than $S600 saved in
an emergency fund, leaving many Latinos problematically vulnerable to unexpected

medical expenses.

The CFPB’s proposal to remove the regulatory exception in Regulation V will improve
underwriting standards, expand access to credit, and is in line with market trends.

We support the Bureau’s proposal to remove the financial information exception to the
creditor prohibition on obtaining or using medical information. The proposal will improve the
predictive value of underwriting models and expand access to credit for Latino borrowers
burdened with medical debt. As the CFPB and others have found, medical debt has limited
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predictive value for creditors’ assessment on a borrower’s ability to pay, especially compared to

telecommunications or rental tradelines.

Many credit scoring models weigh medical collections and nonmedical collections equally, over-
penalizing individuals that hold medical debt—which is a large swath of the population. A 2014
CFPB study found that over half (52.1%) of “all collections tradelines that appear on credit
reports are reported by debt collectors seeking to collect on medical bills claimed to be owed to
hospitals and other medical providers.” In 2021, that number rose to 58%, making medical debt

the most common debt collection tradeline on credit records. This translates to one in four
consumers having a third-party collections tradeline on their file.

For these reasons, removal of the regulatory exception will allow creditors to more accurately

? u

assess borrowers’ “creditworthiness” and expand access to credit for borrowers who would
have otherwise not qualified but for whom medical debt is not a sound indicator of overall
credit risk given the exigencies and structural shortcomings of our medical payment systems,

including gaps in coverage.

UnidosUS also supports removal of the exception in recognition that households do not
typically plan on taking on medical debt, unlike mortgages or student loans which are used as
wealth-building tools. Over 65% of medical debt results from a short-term or one-time medical

expense. Although most medical debt collection tradelines on consumer credit reports are
under $500, many have multiple medical collection tradelines.

The proposed rule is also in line with market trends. In 2017, Vantage launched VantageScore
4.0, which excludes all medical collections in recognition that “medical debts are not predictive

of a consumer’s creditworthiness.” FICO also announced in 2015 that FICO Score 9 would

exclude all paid collection accounts “based on extensive research showing [the exclusion of

paid collection accounts] would improve the score’s predictiveness.” Since then, FICO has

launched two more models, FICO 10 and FICO 10T, with the same exclusion.

In October 2022, the Federal Housing Finance Agency (FHFA) announced the validation and
approval of the FICO10T credit score model and VantageScore 4.0 credit score model for use by
the government-sponsored enterprises (GSEs) Fannie Mae and Freddie Mac. The approved
FICO 10T and VantageScore 4.0 credit score models aim to be the most predictive model of
borrower credit risk and consider rent and utility payments. And, as the Bureau points out in its
proposal, the models do not consider paid debt collection items, which can substantially drive
down credit scores.
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We support the CFPB’s proposal to restrict consumer reporting agencies from providing
creditors with consumer reports that contain medical debt information.

The proposal to restrict consumer reporting agencies from providing creditors with

consumer reports that contain medical debt information will protect consumers from the
widespread inaccuracies found in medical debt reporting. Medical debt furnished to consumer
reporting companies is overwhelmingly reported by third-party debt collectors or debt buyers,
rather than the original creditor. Because third-party debt collectors and debt buyers do not
have direct ties to the debt, they are unlikely to have consistent access to the original
creditor’s records.

This kind of short-term ties to debts leaves collectors and buyers less likely to obtain updated

information from the creditor on the debt. As a result, consumers are saddled with outdated or

inaccurate information that can be complicated and almost impossible to correct. The CFPB’s
complaint system reveals that medical debt collection complaints largely focus on consumer

reports that the debt being collected was already paid, does not belong to them, or is

otherwise incorrect.

The need for the Bureau’s proposed rule is also underscored by the limited scope and voluntary
nature of recent changes in medical debt reporting. In April 2023, the three largest nationwide
consumer reporting agencies (NCRAs), Experian, Equifax, and TransUnion, announced that
unpaid medical debt of $500 or less would no longer appear on consumer credit reports. These
three largest NCRAs, known as “The Big Three,” cover more than 1.6 billion credit accounts for

over 200 million adults every month. The NCRAs also extended the period before unpaid
medical collection debt appears on a consumer’s credit report from six months to one year,
allowing consumers more time to address the debt.

Though a step in the right direction, limiting the balance of medical debt that does not appear
on consumer reports to $500 excludes approximately a third of consumers with medical debt

tradelines with the highest amounts of medical debt and thus, the most need for relief. The
Bureau also has published evidence on the limitations of the NCRAs medical debt reporting

changes. Since the change was enacted, the Bureau finds “the total dollar balances of medical
collections on consumer reports fell by only 38 percent nationwide.”

While 38% is still significant, the proposed rule will ensure that Latinos across the country are
afforded equal protections. As the Bureau notes, policies to limit the inclusion of medical debt
on consumer reports have been enacted in several states, including Colorado, New York,
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Connecticut, and Virginia. Though it is encouraging to see states take the lead in absence of
federal action, some states with large Latino populations are notably absent from this list.

In the United States, where you live in part determines whether you can access affordable
health care, and Latinos are more likely to live in states with more limited access to public
health coverage. Medicaid has long provided a pathway for millions of Americans to access
guality, low-cost health care, and the ACA’s expansion of the program to more people led to a
decrease in the number of unpaid medical bills and bills sent to collections agencies.
Unfortunately, a small number of states have failed to expand their Medicaid programs to
encompass individuals earning up to 138% of the federal poverty level (FPL). This decision
leaves millions of Latinos without access to affordable health coverage. Unsurprisingly, and as
consequence, medical debt is more concentrated in states like Texas and Florida, which have
not expanded Medicaid. Overall, the highest levels of medical debt in the nation are found in
Medicaid non-expansion (including many Southern) states.

The CFPB should broaden the credit reporting ban to include, at a minimum, medical
credit cards.

The Bureau seeks comment on whether it should consider information about “debts generally
incurred to pay for medical bills and expenses to be ‘medical information’ that is ‘derived’ from
a health care provider or consumer.” In other words, it seeks input on whether the definition of
“medical information,” which the Bureau preliminarily interprets in the proposed rule to “mean
that medical information about a consumer’s debt must relate to a debt the consumer owes, or
at one time owed...directly to a health care provider...,” should be expanded to include debts
incurred to pay medical bills, even if not directly owed to a healthcare provider.

UnidosUS recommends that the CFPB broaden the credit reporting ban to include, at a
minimum, medical credit cards, to better capture how Latinos and low-income people of color
carry medical debt.

Medical debt that is held in other forms may be especially burdensome for Latinos. The 2012
Demos’ National Survey on Credit Card Debt of Low- and Middle-Income Household found that

Latinos carry less credit card debt, but that four-in-ten Latino households with credit card debt
rely on credit cards to pay for basic living expenses. And Latino households were significantly
more likely than other households to hold credit card debt owed to medical expenses, such as
hospital stays and the cost of prescription drugs. Seventy-six percent of Latinos who held credit
card debt for more than three months reported medical expenses as a category contributing to
their current credit card debt. By including these more indirect forms of medical debt, the
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Bureau could ensure that a larger portion of consumers receive appropriate protections and
considerations regarding their medical debt.

The Bureau also seeks comments on the feasibility of reporting under this expanded definition
to consumer reporting agencies and creditors in a way that distinguishes between medical and
non-medical expenses. Though we acknowledge that reporting under this expanded definition
would pose some barriers for furnishers and credit bureaus, the challenges are not
insurmountable. A unique reporting code could allow debt held on medical credit cards to be
identified more easily.

Creditors could expand their categorization system to flag medical expenses at the point of

transaction or through subsequent verification processes. For example, a new merchant code
could be created to flag healthcare provider payments or existing medical merchant codes
could simply be flagged as part of a broader “medical expense” category.

Conclusion: The CFPB’s proposed rule on medical debt will expand access to credit and
provide more comprehensive protections for all consumers.

The CFPB’s proposed rule to remove the regulatory exception in Regulation V and restrict
consumer reporting agencies from providing certain medical debt information to creditors is a
crucial step towards protecting Latino consumers and others burdened by medical debt. By
expanding the definition of “medical information” to include medical credit cards, the Bureau
can provide more comprehensive protections and expand access to credit for all consumers,
particularly Latinos and other vulnerable communities who are disproportionately affected by
medical debt.

Importantly, the proposed rule marks real progress towards a fair financial system for all
Americans. It is also an important step to, one day, ending the impossible dilemma many
Americans face: choosing between their health and financial stability.
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