
   

 

 
 

 

 

 

FLOOR ALERT - SUPPORT 
 

AB 2524 (Wicks): Debt Settlement Companies: Proraters Law 
 

The California Low-Income Consumer Coalition (Sponsor) and the organizations noted above 

 SUPPORT AB 2524 and urge your AYE vote. 

  

• AB 2524 will improve regulation and enforcement against unfair and deceptive actors in the 
debt settlement industry. 

 

• AB 2524 fixes language restricting licensing which courts have held to be unenforceable and 

updates the law to protect customers against the modern debt settlement business model. 
These new changes will allow the state to hold these companies accountable.   

 

• Debt settlement companies promise to settle debts for significantly less than the full amount 
owed. Consumers who have not yet defaulted on their debts are typically advised to stop 

paying their creditors and, instead send their monthly payments directly to the debt 

settlement companies. As a result, their accounts go into default.   

 

• Entering a debt settlement program does not stop collection calls and negative credit 

reporting. In addition, entering a debt settlement plan does not restrict a creditor’s right to 

sue the consumer on defaulted debts.   

 

• California consumers have been falling victim to the online, direct mail, and radio 

advertisements of unlicensed debt settlement companies, also known as proraters. Proraters 
target people at their most vulnerable and provide unrealistic and impossible promises.   

 

• Consumers who look to debt settlement companies for help to get out of debt often find 
themselves in more trouble, with damaged credit scores and increased lawsuits, and few, if 

any, accounts settled. When consumers contact the companies to ask for their money back, 

they find that most of the money paid into the program has gone to fees.   

 

• Debt settlement schemes have two components: the front-end debt settlement company, 

and the back-end payment processors. Under the current prorater’s law, both actors are 

arguably covered under the definition of prorater, but ambiguity in the language has led to 
each claiming the other is the entity covered by the law. Additionally, front-end debt 

settlement companies are usually quick to dissolve when faced with enforcement, leaving 

no one to refund the money of defrauded consumers. 

 

• AB 2524 will clarify the definition of prorater to include all actors; create a private right of 

action for consumers to sue proraters for damages; adopt required model disclosures so that 

consumers are aware of the consequences of entering into the contract; require regular 
reporting of information by proraters; require in-language contract conformity to 

Cal.Civ.Code §1632; and remove limitation on Department of Business Oversight (DBO) 

licensing to only California entities. 
 

We respectfully urge your “AYE” vote on AB 2524 (Wicks). 


