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Chairpersons Wood and Cabrera, Ranking Members Pavalock-D’Amato and Hwang, and
members of the committee, thank you for the opportunity to testify in support of HB 5375 as it

relates to conducting a study to examine the use of Third-Party Litigation Funding (TPLF).

My name is Travis Wattie, and | am the Assistant Vice President of Government Relations for
Big | Connecticut. Founded in 1889, Big | Connecticut is a statewide trade association
representing independent insurance agents and brokers. We believe independent insurance

agents serve customers best with trusted advice to protect what matters most to them.

Big | Connecticut wholeheartedly supports Section 6 of HB 5375, which directs the Insurance

Commissioner to study the effects of TPLF on settlement tactics and the degree to which these



funding agreements increase the cost of litigation, put upward pressure on insurance

premiums, and affect insurance claim severity.

TPLF is an arrangement in which an external party provides financing to a plaintiff or defendant involved
in a lawsuit. One of its primary purposes is to give individuals and organizations access to the court
system that they might not otherwise be able to afford. For plaintiffs, the funder covers the costs of
litigation in exchange for a percentage of any damages awarded. These agreements are
typically non-recourse, meaning the plaintiff is not required to repay the funder if the lawsuit is

unsuccessful.

While TPLF is promoted as a tool to improve access to the legal system, it has grown into a
global multi-billion-dollar industry—estimated at $15.2 billion in the United States alone—and
has become susceptible to fraud and abuse. This largely unregulated and highly profitable

enterprise enables investors to secure substantial returns at the expense of claimants.
There are growing concerns that undisclosed and unregulated TPLF agreements may:
e Incentivize meritless lawsuits.
¢ Increase litigation costs and, consequently, insurance premiums.
e Prioritize investor returns over the pursuit of justice.

e Introduce a third party that can unduly influence litigation strategy and settlement

decisions.

e Leave plaintiffs with substantially reduced awards after paying legal fees and TPLF
costs—or, in some cases, even owing additional money to TPLF investors beyond their

award.

New York State recently enacted legislation establishing interest rate caps and other consumer
protections for TPLF agreements. Unfortunately, the law does not require disclosure of TPLF
arrangements during discovery, a critical element of any TPLF oversight. At the federal level,
Congress is also considering proposals to increase transparency and oversight of TPLF investors

and agreements.



Big “I” Connecticut urges lawmakers to expedite passage of Section Six of HB 5375. The study
would help policymakers better understand this rapidly growing industry and implement critical
safeguards to protect consumers, preserve the integrity of the state’s insurance marketplace,
and prevent courts and the insurance system from being treated as profit centers for hedge
fund investors. We also encourage the Connecticut Insurance Department and General
Assembly to review and consider the National Conference of Insurance Legislators (NCOIL)

Transparency in Third Party Litigation Financing Model Act.

Thank you for your consideration, and | welcome any questions.



