
























 

 

Litigation Tax Fairness 
The growing practice of for-profit third-party litigation funding (TPLF) is increasingly threatening the 

integrity of American courtrooms and needlessly driving up costs for consumers. TPLF occurs when an 
outside agent not directly involved in a legal dispute  

of financially profiting off any settlement or judgement from the lawsuit. There are growing concerns that 
TPLF incentivizes a torrent of foreign money to flood U.S. courts due to unequal tax treatment and a lack 
of disclosure requirements. Worse yet, its increasing scale and scope contributes to downstream effects on 

everyday Americans through higher prices. 
 

NAMIC asks you to support legislation that would establish appropriate tax treatment for foreign and 
domestic funders, the Tackling Predatory Litigation Funding (TPLF) Act (H.R. 3512 / S. 1821), to help rein 
in improper investment and protect U.S. consumers and taxpayers.   

Background  

Legal system abuse has led to U.S. tort costs nearing $530 billion per year. That figure is equivalent to 
more than 2% of U.S. GDP and leads to $4,200 per household.  
 
One of the biggest facilitators of this abuse is TPLF: it reduces household purchasing power by over $600 
per year, is responsible for 454k lost jobs annually, and accounts for $15B in lost annual tax revenue. 

Our judicial system incentivizes this investment in U.S. civil litigation due to favorable tax treatment. 
Foreign investors pay zero in U.S. taxes on their litigation profits, while domestic investors pay tax at the 
capital gains rate (23.8%). Meanwhile, plaintiffs pay taxes at the ordinary income rate (typically 37%).  
 
According to a 2023 report, the TPLF industry had $15.2 billion in assets under management deployed in 
U.S. litigation. The global market is expected to exceed $67 billion by 2037.  
 
Given TPLF for profit is a relatively new phenomenon  having exploded in the U.S. during the last 10-15 
years  Congress should explore fair tax treatment of the practice.  

Parity Needed: Close the Loophole 
 
Due to the lack of comprehensive disclosure and potential for massive returns of 20-40%, the U.S. has 
become the epicenter of this abusive activity at the hands of shady investors, including foreign entities.  

Left unchecked, policymakers run the risk of allowing sophisticated investors to increasingly make 
windfall profits on the backs of U.S. consumers, taxpayers, and businesses. 

 H.R. 3512 / S. 1821 implements a smart, equitable, and targeted tax on foreign and domestic funders
litigation profits and does NOT create a new tax on actual plaintiffs or their attorneys. 

CONTACT INFORMATION 
For more information, please contact Patrick McCarty, Federal Affairs Director,  

at (202) 580-6747 or pmccarty@namic.org. 










