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Fifty-Second Legislature, First Regular Session 

 
FACT SHEET FOR S.B. 1403 

 
consumer lawsuit loans; prohibition 

 
Purpose 
 
 Establishes statutory definitions, annual interest rate limits and assigns enforcement 
authority for consumer lawsuit loans. 
 
Background 

 
 As introduced and defined by S.B. 1403, the lending of monies as an advance on an 
anticipated settlement, insurance payment or award of damages in a civil lawsuit constitutes a 
consumer lawsuit loan. Such loans may be made by third parties to consumers pursuing legal 
action as a means of financial assistance for living, medical or other expenses related to that legal 
action. 
 
 According to the National Conference of State Legislatures, 12 states addressed such 
lawsuit financing in the 2014 legislative session. Two states enacted legislation: Oklahoma 
amended provisions regarding administrative fees for violations by consumer litigation funders 
and Tennessee created the Tennessee Litigation Financing Consumer Protection Act. 
 
 There is no anticipated fiscal impact to the state General Fund associated with this 
legislation. 
 
Provisions 

Consumer Lawsuit Loans 
 
1. Limits the annual rate of interest for a consumer lawsuit loan to 36 percent. 

 
2. Voids any consumer lawsuit loan contract for a consumer lawsuit loan with an annual rate of 

interest in excess of 36 percent. 
 

3. Declares violation of statute governing consumer lawsuit loans an unlawful practice that is 
subject to enforcement by the Attorney General. 

 
Definitions 

 
4. Defines a consumer lawsuit loan transaction as a transaction wherein a lawsuit loan 

company provides a consumer lawsuit loan to a consumer and is conveyed the right to 
receive all or part of any insurance payment, award of damages or settlement proceeds 
obtained through the consumer’s legal action. 
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5. Defines a consumer lawsuit loan as monies provided directly or indirectly to a consumer in a 

consumer lawsuit loan transaction. 
 

6. Defines a consumer lawsuit loan contract as a written or verbal agreement providing for a 
consumer lawsuit loan transaction. 
 

7. Defines a consumer lawsuit loan company as a person that enters into a consumer lawsuit 
loan transaction with a consumer including: 
a) an affiliate or subsidiary; 
b) a person who buys whole or partial interest in a consumer lawsuit loan; 
c) a person who provides a consumer lawsuit loan as an agent, for a fee provided a third 

party; and 
d) any person determined by the Attorney General to be engaged in a transaction 

substantively similar to a consumer lawsuit loan transaction. 
 

8. Defines terms. 
 

9. Contains a severability clause. 
 

10. Becomes effective on the general effective date. 
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