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HOUSE OF REPRESENTATIVES

SB 1403

consumer lawsuit loans; prohi])ition

Sponsors: Senators Yee, Begay, Contreras, et al.

X Committee on Appropriations
Caucus and COW
House Engrossed
OVERVIEW

SB 1403 establishes consumer lawsuit loans and caps the annual rate of interest for a lawsuit
loan at 36%.

HISTORY

Arizona Revised Statutes (A.R.S.) 8 44-1201 specifies the rate of interest for any loan,
indebtedness, or other financial obligation, which is 10% annually, unless a written contract
contains a different rate agreed to by the parties to the transaction.

Current law declares the act or use of any deception, fraud, false pretense, misrepresentation, or
concealment, suppression or omission of any material fact with intent that others rely on such
concealment, suppression or omission, in connection with the sale or advertisement of any
merchandise whether or not any person has in fact been misled, deceived or damaged thereby, is
an unlawful practice (A.R.S. § 44-1522).

An individual pursuing a legal claim for a personal injury may seek financial assistance for
medical or living expenses from a lawsuit finance company. The lawsuit finance company may
advance the monies to the consumer based on if the legal claim has merit and is likely to
succeed. The consumer repays the advancement if and when the consumer settles or wins the
lawsuit. During the course of litigation, fees may accrue and increase based on the time it takes
to resolve the underlying legal claim (National Conference of State Legislatures).

According to the National Conference of State Legidatures, in 2014, 12 states addressed lawsuit
financing transactions. Two states enacted legidation: Oklahoma and Tennessee. Oklahoma
amended provisions regarding administrative fees for violations by consumer litigation funders;
Tennessee created the Tennessee Litigation Financing Consumer Protection Act.

PROVISIONS
Consumer Lawsuit Loans
1. Creates anew article entitled Consumer Lawsuit Loans within the Trade and Commerce title
of law.

2. Prohibits a consumer lawsuit loan company from entering into a consumer lawsuit loan
transaction with a consumer regarding a legal action in which the consumer is a party if the
loan company imposes an annual rate of interest that exceeds 36%.

3. Specifies aconsumer lawsuit loan contract entered into that exceeds 36% is void.
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4.

Deems an act or practice in violation of the Consumer Lawsuit Loans provisions is an
unlawful practice pursuant to the Consumer Fraud statute, subject to enforcement through
private action and prosecution by the Attorney General.

Authorizes the Attorney General to investigate and take appropriate action as prescribed by
Statute.

Definitions
Defines consumer lawsuit loan as the monies that a consumer lawsuit loan company in a
consumer lawsuit loan transaction provides directly or indirectly to a consumer.

Defines consumer lawsuit loan transaction as a transaction in which both of the following

apply:

a. A consumer lawsuit loan company provides a consumer lawsuit loan to a consumer,

b. The consumer assigns, conveys or otherwise confers to the consumer lawsuit loan
company the right to receive the proceeds or part of the proceeds of the settlement,
insurance payment or award of damages obtained in the consumer’ s legal action.

Defines other pertinent terms.

Miscellaneous
Contains a severability clause.
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