
 

 
 

TO:    Members, Assembly Committee on Consumer Protection 

 

FROM: Evan Umpir, Director of Tax, Transportation, and Legal Affairs 

 

DATE: February 16, 2022 

 

RE: Support for AB 858, Relating to: consumer lawsuit lending and providing a 

penalty. 

 

 

Wisconsin Manufacturers & Commerce (WMC) appreciates the opportunity to testify in support 

of Assembly Bill (AB) 858 and thanks Representative Tusler and Senator Wimberger for 

introducing this bipartisan bill.  WMC supports this proposal as it will codify common-sense 

consumer protections and promote the natural administration of justice.  
 

WMC is the largest general business association in Wisconsin, representing approximately 3,800 

member companies of all sizes, and from every sector of the economy.  Since 1911, our mission 

has been to make Wisconsin the most competitive state in the nation to do business.  As part of 

that mission WMC supports legislation, like AB 858, that seeks to ensure a properly functioning 

court system to ensure the proper administration of justice.  

 

The bill before you today seeks to bring common-sense consumer protections to a currently 

unregulated industry in Wisconsin.  Under current law, “lawsuit lending,” also known as 

“lawsuit financing,” “non-recourse financing,” or other synonyms, is not regulated like other 

consumer transactions and lending in Chapters 421-429 of the Wisconsin Statutes 

(Wisconsin Consumer Act), first enacted in 1972.  Simply, lawsuit lending is a financial 

transaction where the lender provides money, often a small amount – the average amount is $5,000 

– to the plaintiff in a lawsuit for non-litigation expenses, such as rent or mortgage, food, bills, or 

other expenses.1  These loans are not used to pay attorney fees and in no way affects a 

plaintiff’s ability to pursue a claim in court; plaintiffs’ attorneys typically operate on a 

contingent basis and only get paid if the case wins or settles.  If the plaintiff receives a judgment 

or settlement upon resolution of the case, only then must a plaintiff repay the loan, with interest. 

 

Unregulated Lawsuit Lending Can Harm Consumers 

 

This arrangement, though, can cause issues for plaintiffs and prevent the legal system from 

functioning properly.  Often times these lawsuit loans have prohibitively high interest rates 

which can quickly compound and approach 200% annually.2  Consumers who took what 

otherwise would have been a relatively small, stopgap-type loan for certain expenses until a 

                                                           
1 Consumer vs. Commercial Legal Finance, American Legal Finance Association (2019), available at: 

https://americanlegalfin.com/wp-content/uploads/2019/06/Commercial-Litigation-Financing-Vs-Consumer-Legal-

Funding.pdf. 
2 Jean Xiao, Heuristics, Biases, and Consumer Litigation Funding at the Bargaining Table, 68 Vanderbilt Law 

Review 261, 265 (2015), available at: https://scholarship.law.vanderbilt.edu/vlr/vol68/iss1/7.  
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judgement or settlement from their lawsuit was paid, then owes well more than what was initially 

borrowed.  Repayment of the lawsuit loan can severely diminish, if not wipeout any financial 

judgment or settlement the plaintiff was entitled to from the litigation. 

 

Artificial Considerations Such As Financial Pressure Disrupt the Administration of Justice 

 

Additionally, the effect of swelling interest charges can affect a plaintiff’s decision about whether 

to settle or protract litigation hoping for a larger settlement offer or judgment.  Protracted, 

artificially extended litigation due to financial pressures distorts the justice system and 

affects defendants and the justice system as a whole.  Tort litigation aims to make an injured 

party whole, often through a financial judgement.  The pressure to repay a lawsuit loan, plus 

growing interest charges, may unduly incentivize plaintiffs to extend litigation in order to obtain a 

larger financial settlement or judgment.  Some lawsuit lenders even encourage extending litigation 

to obtain a larger financial settlement or judgment.  For example, Thrivest Link, a Pennsylvania-

based company offering “non-recourse pre-settlement funding” to individuals in Wisconsin says 

in its Legal Funding Guide, “[d]on’t settle for a low ball offer,” explaining lawsuit lending allows 

plaintiffs to “hold out longer.”3  Indeed, it may be prudent for plaintiffs in some cases to reject a 

settlement and wait for another offer or go to trial, but litigation strategy decisions should be 

between a client and their attorney made with a clear mind based on the merits of the claim 

and without the pressure of the need to repay a loan with growing, exorbitant interest.   
 

Not only can lawsuit lending financially affect plaintiffs, it also directly affects defendants and the 

justice system as a whole.  Precious court resources, most importantly docket time, are wasted 

when plaintiffs artificially extend litigation.  Courts are still recovering from a backlog of cases 

delayed due to the COVID-19 pandemic and were already stretched thin before.  Not only do these 

cases affect the court and other cases by remaining on the docket, but the defendants must devote 

additional resources to defending against the claim, even if the defendant has made a 

reasonable and fair offer to settle the case.  
 

Our adversarial justice system encourages the zealous adjudication of claims to ensure justice is 

served; but the financial weight on plaintiffs and costs to defendants and the court system interfere 

with the proper functioning of justice. 

 

AB 858 Institutes Common-Sense Consumer Protections That Allow Lawsuit Lending   
 

Despite the potential negative effects on plaintiffs, defendants, and the justice system, lawsuit 

lending can help meet immediate needs, as described above.  AB 858 provides guardrails to 

ensure that plaintiffs are not exploited while still allowing the industry to operate in 

Wisconsin.  The common-sense consumer protections in the bill include: 

                                                           
3 Legal Funding Guide: A Reference Guide for Plaintiffs, Thrivest Link, available at: http://thrivestlink.com/wp-

content/uploads/2020/02/Thrivest-Link-Legal-Funding-Guide-1.pdf. 
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Thank you for your consideration. I am happy to answer any questions. 

1. Capping interest rates at 18% per year.  This interest rate is not unprecedented.  Other states 

have similar interest rate caps, such as Arkansas, whose constitutional maximum interest 

rate for loans or contracts is 17%.4  The proposed interest rate cap of 18% is also the 

maximum rate for unpaid balances of $500 or less originally instituted in the Wisconsin 

Consumer Act (the rate was 12% for balances of $500 or more).5 

 

2. Ensuring consumers are not required to pay back the loan if the case is not won nor pay 

beyond available proceeds from a settlement or judgment. 

 

3. Requiring a written agreement containing certain information about the loan. 

 

4. Allowing the consumer to cancel the agreement within five business days. 

 

5. Requiring a lender to state it has no right to, and will not, make any decisions with respect 

to the litigation and affirming the right lies with the consumer and consumer’s attorney. 

 

6. Fixing the term of the loan at three years (36 months). 

 

7. Ensuring the right to pre-pay the balance. 

 

8. Capping fees charged at $360 per year. 

 

9. Prohibiting the payment of referral fees to attorneys or healthcare providers by the lender. 

 

These reasonable requirements will promote transparency for, and protect, plaintiffs seeking 

loans.  In fact, the American Legal Finance Association, an organization “committed to promoting 

fair, ethical, and transparent funding standards to protect legal funding consumers,” even includes 

in its member Code of Conduct the requirements relating to payment of referral fees and decision-

making about the litigation, as well as, other provisions included in this bill.6,7  

Lawsuit lending may help plaintiffs with immediate costs until their cases are resolved.  

Unfortunately, as seen across the country and now in Wisconsin, lawsuit lending can leave 

consumers in a difficult financial position, costs courts and defendants time and money, and 

disrupts the natural administration of justice.  AB 858 institutes reasonable consumer protections, 

including some industry best practices, which will maintain lawsuit lending as an option for 

consumers who need it while keeping those consumers protected and fortifying the integrity and 

administration of justice. 

                                                           
4 Ark. Const. Amendment 89, § 3. 
5 See 1971 Wisconsin Act 239 (creating the Wisconsin Consumer Act including Wis. Stat. § 422.201 Finance charge 

for consumer credit transactions). 
6 American Legal Finance Association, available at: https://americanlegalfin.com/alfa-code-of-conduct/. 
7 See Assurance of Discontinuance In the Matter of Plaintiff Support Services, Inc. et al., Attorney General of the 

State of New York (February 17, 2005), available at: https://silo.tips/download/state-of-new-york-office-of-the-

attorney-general-4. 


