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My name is Martin Lynch, and I am the Director of Education and Compliance Manager at Cambridge
Credit Counseling, a HUD-approved housing and credit counseling agency located in Agawam,
Massachusetts. I am here today on behalf of the credit counseling agencies listed below, a number of
which are licensed as debt adjusters by the Connecticut Department of Banking to service residents of
this state. We appreciate the opportunity to support, with amendments, House Bill 53409, An Act

Concerning Debt Settlement Services.

I have distributed copies of a document containing the text of proposed amendments to HB 5409 that
we recommend for your consideration. There are a number of reasons we feel that such changes are

necessary.

We would respectfully suggest the following revisions to Raised Bill 5409:

1. Permit an initial fee of mot more than $50, depending on the individual’s financial
circumstances, to cover the cost of an initial counseling session, the retrieval of the credit report, and
the establishment of the client’s account.

Comment: This is slightly more than the current average initial fee that reputable credit counseling /
debt adjuster agencies charge in Connecticut. We anticipate that settlement industry representatives
will strongly advocate that you adopt the fee already proposed under HB 5409 (an amount that also
may be allowed under the Uniform Debt Management Services Act), but that amount, $400, is far
higher than what is necessary to establish an individual’s account. Also, because most settlement
companies require that their clients enroll at least $10,000 in unsecured debt, the actual fee charged

would almost always be $400.

Such a fee far exceeds what is necessary to establish an account; it essentially pays for the cost of
acquiring the client through non-stop television and radio advertising, the primary reason that
settlement company ads dominate today’s media. Their excessive up-front fees cover the cost of
advertising and the substantial numbers of clients who fail to complete their seftiement program.
Reducing the amount of the initial fee will not only help level the advertising playing field for all debt
management providers, for-profit and non-profit alike; it will ensure that clients pay only for the

services rendered.

In addition, if an equitable fee structure is not established, individuals who are only exposed to debt
settlement advertising will undoubtedly come to hold two common misperceptions: (1} that settlement
is the only viable option for dealing with their debt; and (2) that America’s major creditors will settle
their debts for less than what is owed (It is typically a collection agency that settles.). Allowing high
fees ensures media saturation, which will eventually result in the needless compromise of the credit
standing of thousands of Connecticut consumers.

2. Permit a monthly fee of no more than $25.

Comment: We feel this is appropriate because the costs of delivering credit counseling / debt
adjusting services on a monthly basis are significantly higher than those for the decidedly more limited
services provided by a settlement company. Credit counseling agencies provide multiple counseling



sessions, perform periodic benefit audits to ensure that each client is receiving the concessions
authorized, and we also conduct a variety of financial literacy education programs within our
communities. Further, credit counseling agencies also disburse payments to our clients’ creditors on a
monthly basis, an expense that is simply not incurred by a settlement company. Though there are
Jegitimate account maintenance costs associated with debt settlement programs that must be given fair
consideration, there is no logical reason that a settlement company should be allowed to charge more
than the $25 monthly average assessed by the undersigned credit counseling / debt adjusting agencies.
A reasonable monthly service fee would allow the settlement option to remain available for
Connecticut residents, and it would encourage settlement companies to maintain their focus on seeing

clients through to completion.

3. Permit a program completion fee of 20% of the amouant saved through the settlement, minus
any initial and monthly fees previously collected.

Comment: We feel that the fee currently proposed, 30%, is excessive. The 20% completion fee we
propose is reasonable, particularly when one considers the financially distressed condition of the
individuals pursuing settlements. In light of the fact that the majority of settlement companies require
their clients to have at least $10,000 in unsecured debt, the 20% fee cap would represent a minimum
completion fee of approximately $1.000. Higher amounts of enrolled debt would result in

proportionally higher completion fees.

House Bill 5409 may quickly come to serve as an example for those states considering the Uniform
Debt Management Services Act, the template form of which also allows settlement fees that are
excessive ($400 up-front, $50 per month, and 30% of the amount saved through settlement). Although
establishing national precedent is not ordinarily a consideration in the normal course of your duties as
legislators clected to serve the best interests of Connecticut residents, it is true that other states will

look to your law and ifs restrictions.

It is critically important that some form of legislation be passed to protect consumers, and to give
regulators the tools they need to effectively regulate the settlement industry. We believe that a bill with
limited but reasonable fees would deflate the settlement industry's arguments against this legislation
and stand a better chance at passage before the general assembly. We urge the committee’s favorable
consideration of HB 5409 and the additional amendments proposed in this testimony.

I thank you for your time and attention.
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