Co~NOoOUIT~hWNE

STATE OF NEW YORK

8006
I N SENATE
June 3, 2016

Introduced by Sen. ORTT -- read twi ce and ordered printed, and when
printed to be comritted to the Conmittee on Consuner Protection

AN ACT to anend the general business law, in relation to third party
litigation financing

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED I N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The general business |law is anended by adding a new article

39-Hto read as foll ows:
ARTI CLE 39-H
THI RD PARTY LI Tl GATI ON FI NANCI NG

SECTI ON 899- CCC. DEFI NI TI ONS.

899- DDD. CONTRACT REQUI REMENTS.

899- EEE. PRCHI BI Tl ONS.

899- FFF. REG STRATI ON.

899- GGG. PENALTY FOR VI OLATI ON.

S 899-CCC. DEFINITIONS. AS USED IN THI S ARTICLE, THE FOLLOAN NG TERMS
SHALL HAVE THE FOLLOW NG MEANI NGS:

1. "CHARGES" SHALL MEAN THE AMOUNT OF MONEY TO BE PAID TO THE CONSUMER
LI TI GATI ON  FUNDI NG COWPANY THAT EXCEEDS THE FUNDED AMOUNT OF PRI NCI PAL
LOAN.

2. "CONSUMER LI TI GATI ON FUNDI NG COVPANY" SHALL MEAN A PERSON OR ENTI TY
THAT ENTERS | NTO A NON- RECOURSE TRANSACTI ON WHEREI N THE COVPANY PROVI DES
FUNDS TO A CONSUMER ON THE CONTI NGENT RI GHT TO RECElI VE THE FUNDED AMOUNT
AND AGREED UPON CHARGES OBTAI NED I N THE EVENT OF A SETTLEMENT, JUDGVENT
OR AVWARD.

3. "FUNDED AMOUNT" SHALL MEAN THE AMOUNT OF MONEY PROVI DED TO THE
CONSUMER | N CONSUMER LI TI GATI ON FI NANCI NG

4. "RESCLUTI ON DATE" SHALL MEAN THE DATE THE FUNDED AMOUNT AND AGREED
UPON CHARGES ARE DELI VERED TO THE CONSUMER LI TI GATI ON FI NANCI NG COVPANY.

S 899-DDD. CONTRACT REQUI REMENTS. 1. CONTRACTS SHALL CONTAIN A Rl GHT
OF RESCI SSI ON, ALLOW NG THE CONSUMER TO CANCEL THE CONTRACT W THOUT A
PENALTY |F THE CONSUMER RETURNS THE FULL AMOUNT OF DI SBURSED FUNDS TO
THE COVPANY W THI N TEN BUSI NESS DAYS.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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2. CONTRACTS SHALL CONTAIN A WRI TTEN ACKNOALEDGEMENT BY THE ATTORNEY
RETAI NED BY THE CONSUMER THAT ATTESTS:

(A) THE ATTORNEY | S BEING PAID ON A CONTI NGENCY BASI S PURSUANT TO A
VWRI TTEN FEE AGREEMENT; AND

(B) THE ATTORNEY | S NOT RECElI VI NG A REFERRAL FEE FROM THE LI TI GATI ON
FUNDI NG COMPANY | N CONNECTI ON W TH THE CONSUMER S FUNDI NG,

3. CONTRACTS SHALL CLEARLY OQUTLINE A SCHEDULED FEE STRUCTURE THAT
OUTLI NES REPAYMENT TERMS | NCLUDI NG

(A) THE FUNDED AMOUNT PLUS CHARCGES WRI TTEN OUT AS | TEM ZED AMOUNTS;

(B) THE CHARGES QUTLI NED AS A PERCENTAGE AMOUNT EXCEEDI NG THE FUNDED
AMOUNT; AND

(© | TEM ZED ONE- TI ME FEES | NCLUDI NG PAPERWORK PROCESSI NG AND ADM NI S-
TRATI VE FEES.

4. CONTRACTS SHALL CONTAIN A NO PENALTY PROVI SI ON FOR THE PRE- PAYMENT
OF THE FUNDED AMOUNT PRI OR TO THE SETTLEMENT OF HHS OR HER CASE. SUCH
PROVI SI ON SHALL RELEASE THE CONSUMER FROM ANY OBLI GATI ON TO SHARE H S OR
HER SETTLEMENT OR VERDI CT.

S 899-EEE. PRCOH BITIONS. 1. CONSUMER LI TI GATI ON FUNDI NG COVPANI ES
SHALL BE PROH Bl TED FROM PAYlI NG, ACCEPTI NG OR OFFERI NG REFERRAL FEES OR
ANY TYPE OF CONSI DERATI ON TO AND FROM ANY MEDI CAL PROVI DERS, LI CENSED
THERAPI STS OR ATTORNEYS FOR REFERRI NG A CONSUMER TO THE COMPANY.

2. THE COVMPANY SHALL BE PRCH Bl TED FROM MAKI NG ANY I NQUIRIES WTH THE
CONSUMER S REPRESENTATI VE ATTORNEY THAT WOULD VI OLATE THE TERMS OF THE
ATTORNEY- CLI ENT PRI VI LEGE AT ANY PO NT I N TI ME.

3. NO ATTORNEY OR LAW FI RM RETAI NED BY A CONSUMER THAT UTI LI ZES LI TI-
GATI ON FI NANCI NG MAY HAVE A FI NANCI AL | NTEREST I N SAI D COMPANY.

4. CONSUMER LITIGATION FUNDI NG COWAN ES SHALL BE PROH BI TED FROM
ATTEMPTI NG TO OBTAI'N, OR OBTAI NI NG A WAl VER OF ANY REMEDY, | NCLUDI NG BUT
NOT LI M TED TO, COWENSATCRY, STATUTORY OR PUNI TI VE DAMAGES, THAT THE
CONSUMER M GHT OTHERW SE HAVE.

5. CONSUMER LI TIGATION FUNDI NG COVWPANI ES SHALL BE PRCH Bl TED FROM
ATTEMPTI NG TO EFFECT ARBI TRATI ON OR OTHERW SE EFFECT WAl VER OF A CONSUM
ER S RIGHT TO TRI AL BY JURY FOR COVMPLAI NTS ARI SING FROM THE CONSUMER
LI TI GATI ON FUNDI NG TRANSACTI ON.

6. CONSUMER LI TIGATION FUNDI NG COWAN ES SHALL BE PRCH Bl TED FROM
ASSI GNI NG A CONSUVMER LI TI GATI ON FUNDI NG CONTRACT | N WHOLE OR I N PART.

7. NMAXI MUM AMOUNT OF CHARGES:

(A) THE MAXI MUM AMOUNT OF CHARGES VWHI CH MAY BE ASSESSED PURSUANT TO A
CONSUMER LI TI GATI ON FUNDI NG CONTRACT SHALL NOT BE IN EXCESS OF THE RATE
PRESCRI BED | N SECTI ON FOURTEEN- A OF THE BANKI NG LAW WHEN EXPRESSED AS A
PROPORTI ON OF THE FUNDED AMOUNT; AND

(B) ANY CONSUMER LI Tl GATI ON FUNDI NG CONTRACT WHI CH EXCEEDS SUCH RATE
SHALL BE CONSI DERED USURI QUS AS DEFI NED BY SECTI ON 5-501 OF THE GENERAL
OBLI GATI ONS LAW

S 899-FFF. REG STRATION. 1. EACH CONSUMER LI TI GATI ON  FUNDI NG COVPANY
THAT WSHES TO ENGAGE | N BUSI NESS I N THE STATE OF NEW YORK SHALL FI RST
REG STER W TH THE NEW YORK DEPARTMENT OF FI NANCI AL SERVI CES.

2. EACH APPLI CANT' S REG STRATI ON MUST BE FILED IN A MANNER PRESCRI BED
BY THE NEW YORK DEPARTMENT OF FI NANCI AL SERVI CES W TH AN | NI TI AL ACCOM
PANI ED FEE OF FI VE HUNDRED DOLLARS. REQ STRATI ONS MJUST BE RENEWED EVERY
TWO YEARS ON OR BEFORE THE THI RTI ETH DAY OF SEPTEMBER

3. THE NEW YORK DEPARTMENT OF FI NANCI AL SERVI CES SHALL | SSUE CERTI F-
| CATES OF REG STRATI ON AFTER BOTH UNDERSTANDI NG AND ATTESTING TO THE
CHARACTER AND FI TNESS OF THE APPLI CANT COVPANY W TH SUFFI CI ENT REASON TO
BELI EVE THE COVPANY W LL OPERATE HONESTLY AND FAI RLY.
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S 899-GGG PENALTY FOR VI OLATI ON. ANY COVPANY FOUND | N VI OLATI ON OF
ANY PROVI SIONS OF THIS ARTICLE I N A SPECI FIC FUNDING CASE, WAIVES ITS
RIGHT TO RECOVER BOTH THE FUNDED AMOUNT AND ANY ADDI TI ONAL FEES | N THAT
PARTI CULAR CASE.

S 2. This act shall take effect on the one hundred eightieth day after
it shall have becone a | aw.



