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HOUSE BILL NO. 1372
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A BILL for an Act to create and enact a new chapter to title 13 of the North Dakota Century

Code, relating to litigation financing;te-previde-apenalty: and to provide for application.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new chapter to title 13 of the North Dakota Century Code is created and
enacted as follows:
Definitions.

As used in this chapter:

1. "Commissioner" means the commissioner of financial institutions.

2. "Consumer" means any individual who resides., is present, or is domiciled in this state
or who is or may become a plaintiff, claimant, or complainant in a civil action or in
pursuit of any claim or cause of action in this state.

3. "Entity" means any domestic or foreign corporation, partnership. limited partnership.
limited liability company, trust, fund, plan, or any other business, enterprise,
association, or organization of any kind or nature.

4. "Foreign country erpersen-of concern” includes the following:

a. Aforeign government or person listed in 15 CFR 791.4.
b. A country prohibited from purchasing or otherwise acquiring title to real property
in this state under section 47-01-09.
5. "Foreign entity of concern" means a partnership, association, corporation,

organization, or other combination of persons:
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7.

Organized or incorporated in a foreign country of concern;

[

b. Owned or controlled by the government, a political subdivision, or a political party

of a foreign country of concern;

c. That has a principal place of business in a foreign country of concern; or
d. Thatis owned, organized, or controlled by or affiliated with a foreign organization

that has been:

(a) Placed on the federal office of foreign assets control specially designated
nationals and blocked persons list (SDN list); or

(b) Designated by the United States secretary of state as a foreign terrorist
organization.

"Legal representative” means an attorney. group of attorneys. erlaw firm. or group of

law firms, duly licensed and authorized to practice law and engaged to represent a

consumer in a civil action or claim to recover damages-in-this-state.

'Litigation financer" means anyan individual, group of individuals, or entity engaged in,

formed, created. or established for the purpose of engaging in the business of litigation

financing or any other business or economic activity in which thean individual, group of
individuals, or entity receives apereentage-of ananticipated recoveryina-civiHegal

eensymer.consideration in exchange for providing litigation financing. The term does

not include:

a. A party to the claim or cause of action.

b. Alegal representative engaged directly, or indirectly through another legal

representative, to represent a party in conjunction with or in pursuit of the claim

or cause of action.

c. __An entity or insurer with a pre-existing contractual obligation to indemnify or

defend a party to the legal claim.

d. Monetary transactions between the consumer and a financial institution, family

5

members, state agency, or nonprofit organization.

"Litigation financing" means the financing, funding, er-advancing. or loaning of money
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defend-aparty-to-thecivilaction—¢claim—orecause-ofaction: a person who has or may

pursue or assert a claim or cause of action or may become a plaintiff in conjunction

with or in pursuit of a claim or cause of action, including the person's legal

representative, and including to the financing of a portfolio of actions that includes the

action and involves the same counsel or affiliated counsel if:

a.

The repayment of any portion of the amount financed, funded, advanced or

loaned is contingent on the outcome of the claim or cause of action, or is required

only if the person prevails in a claim or cause of action; or

The money or funds for the repayment of any amount of financing, funding,

|©©

o

=

advance or loan is derived or sourced, directly or indirectly, from the proceeds or

other consideration from a judgment, award, settlement, verdict, or other form of

monetary relief the person may receive or recover in pursuit of the claim or cause

of action.

"Litigation financing contract" means a written contract in which a person agrees

to provide litigation financing to any person in conjunction with a civil action or in

pursuit of any claim or cause of action in this state in consideration for:

(1) The payment of fees or other consideration to the person providing the

litigation financing; or

(2) Granting or assigning to the person providing the litigation financing a right

to receive payment from the value of any proceeds or other consideration

realized from any judgment, award, settlement, verdict, or other form of

monetary relief any consumer or other person may receive or recover in

relation to the civil action, claim, or cause of action.

The term does not include an agreement, contract, or engagement of a legal

representative to render legal services to a consumer on a contingency fee basis:-
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10.
—4+  "Reqgulated lender" means:

a. Abank, building and loan association, savings and loan association, trust
company, credit union, credit association, consumer loan licensee, money broker,
deferred presentment service provider, residential mortgage lender licensee,
development corporation, bank holding company, or mutual or stock insurance
company organized pursuant to state or federal statutory authority and subject to
supervision, control, or regulation by:

(1) An agency of the state; or
(2) An agency of the federal government;

b. A subsidiary of an entity described in subdivision a;

c. Astate agency or a federal agency that is authorized to lend money; and

d. A corporation or other entity established by congress or the state which is owned,
in whole or in part, by the United States or the state and is authorized to lend
money.

License.

4—A person may not engage in litigation financing in this state unless the litigation financer

has received a license from the commissioner.
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Litigation financing protections.
A litigation financer may not:

1

a.

b.

[©

5

|©

[

=

Accept any commissions, referral fees, rebates, or other forms of consideration

from any person rendering any services to the consumerx.

ReeeiveUpon written request from the consumer or consumer's attorney, receive

or recover any payment that exceeds thirty-sixtwenty-five percent of the amount

the gross proceeds

from the legal claim. A written request under this subdivision must include an

attestation of the final amount of the gross proceeds from the legal claim.

Advertise false or misleading information regarding its products or services:.

Refer or require any consumer to hire or engage any person providing any goods

or rendering any services to the consumer-:.

Fail to promptly deliver a fully completed and signed litigation financing contract

to the consumer and the consumer's legal representative:.

Attempt to secure a remedy or obtain a waiver of any remedy, including

compensatory, statutory, or exemplary damages. which the consumer may or

may not be entitled to pursue or recover otherwise:.

Offer or provide legal advice to the consumerx.

Assign a litigation financing contract in whole or in part:.

Report a consumer to a credit reporting agency if insufficient funds remain to

repay the litigation financer in full from the proceeds received from any judgment,

award, settlement, verdict, or other form of monetary relief obtained in the civil

Page No. 9 25.0389.03001



0 N O 0o B~ WODN -

W N DN N D DN DN DNDNDN =2 2 A a A a a a2
O © 0o N o o A WODN -~ O © 0N o b WODN -~ O ©

Sixty-ninth
Legislative Assembly

N

I~

action, claim, or cause of action that is the subject of the litigation financing
contract—and.
Bemand reguestreceive—orexereise-anyrightteDirect influence, affect, or

otherwise make any decision in the handling, conduct, administration, litigation,

settlement, or resolution of any civil action, claim, or cause of action in which the

litigation financer has provided litigation financing. All rights remain solely with the

consumer and the consumer's legal representative.

Knowingly enter an agreement creating a right for anyone, other than the named

parties, counsel of record, or law firm of record, to receive or make any payment

that is contingent on the outcome of a claim, or cause of action, the terms of

which are to be satisfied by funds directly sourced. in whole or in part, from a

foreign entity of concern.

A litigation financier may not enter a commercial litigation financing contract

directly or indirectly with a foreign entity of concern or a foreign country or person

of concern.

A legal representative who renders any services to the consumer may not have a

financial interest in litigation financing and may not receive any commissions, referral

fees, rebates, or other forms of consideration from any litigation financer or the

litigation financer's employees, owners, or affiliates.
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Litigation financing contracts - Service.

1. If a party or party's atterneylegal representative initiates a civil action and is a party to
a litigation financing agreementcontract, the party or party's atterneylegal

representative shall serve a copy of the litigation financing contract with the complaint.

—3—If either party in a civil action enters a litigation financing agreementcontract after the

commencement of the civil action, the party shall serve a copy of the agreement on

the other party within fourteen days.

Exemptions.
1. This chapter does not apply to the-follewing:

——2—~Aa reqgulated lender that does not receive, in consideration for loaning money to any

person, a right to receive payment from the value of any proceeds or other
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consideration realized from a judgment, award, settlement, verdict, or other form of

monetary relief a person may receive or recover in relation to a civil action, claim, or

cause of action.

2. Alitigation financing contract that complies with this chapter is not a loan and is not

subject to provisions of law governing loans or investment contracts. To the extent that

this chapter conflicts with any other law, this chapter supersedes that law for purposes

of requlating consumer litigation financing transactions.

Page No. 13 25.0389.03001



o © 00 N O OB~ WOWDN -

W W N DN N DN DN DN DN DN DNDN =2 2 a4 A a4 a A a2
- O © 00 N O 0o A W N =~ O ©W 00N OO Oa & WODN -~

Sixty-ninth
Legislative Assembly

Page No. 14

25.0389.03001



o © 00 N O OB~ WOWDN -

W N DN N D DN DN DNDNDN =2 2 A a A a a a2
O © 0o N O o A WON -~ O © 0N OO O & WO DN -

Sixty-ninth
Legislative Assembly

Page No. 15

25.0389.03001



o © 00 N O OB~ WOWDN -

W W N DN N DN DN DN DN DN DNDN =2 2 a4 A a4 a A a2
- O © 00 N O 0o A W N =~ O ©W 00N OO Oa & WODN -~

Sixty-ninth
Legislative Assembly

Page No. 16

25.0389.03001



o © 00 N O OB~ WOWDN -

W N DN N D DN DN DNDNDN =2 2 A a A a a a2
O © 0o N O o A WON -~ O © 0N OO O & WO DN -

Sixty-ninth
Legislative Assembly

Page No. 17

25.0389.03001



o © 00 N O OB~ WOWDN -

W W N DN N DN DN DN DN DN DNDN =2 2 a4 A a4 a A a2
- O © 00 N O 0o A W N =~ O ©W 00N OO Oa & WODN -~

Sixty-ninth
Legislative Assembly

Page No. 18

25.0389.03001



o © 00 N O OB~ WOWDN -

W W N DN N DN DN DN DN DN DNDN =2 2 a4 A a4 a A a2
- O © 00 N O 0o A W N =~ O ©W 00N OO Oa & WODN -~

Sixty-ninth
Legislative Assembly

Page No. 19

25.0389.03001



0 N O 0o B~ WODN -

Sixty-ninth
Legislative Assembly

SECTION 2. APPLICATION. This Act applies to any civil action commenced after the

effective date of this Act.
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