
 

 

Servicemembers, Veterans, and Forced Arbitration: 
How the New Consumer Protection Financial Bureau Rule 

Enhances the Military Lending Act 

The Consumer Financial Protection Bureau’s (CFPB) new arbitration rule will promote 
accountability and transparency for a wide variety of consumer financial products and services 
offered to servicemembers and veterans. The rule allows people to band together in court and 
prevents companies from using fine print to take away access to the courts through forced 
arbitration clauses with class action bans.   

The CFPB rule has the strong support of The Military Coalition, representing 5.5 million 
servicemembers, The American Legion, 29 military groups, and leading veterans. 

The Military Lending Act (MLA) already bans forced arbitration of certain disputes.  So what 
does the CFPB add to the arbitration ban in the MLA?   

The CFPB rule provides essential protection for our military families and veterans (the 
MLA only applies to servicemembers) and covers a broader range of financial products.  
For example, unlike the MLA, the CFPB rule covers these areas: 

 Purchase money loans, such as auto loans; 

 Credit monitoring and other credit reporting services; 

 Bank accounts, prepaid cards, and other noncredit accounts 

 Loans before military service, such as a credit card that a servicemember still uses; 

 Debt collectors and debt buyers pursuing debt not covered by the MLA; and 

 Home equity lines of credit. 

The MLA provides no protection in these situations that ARE covered by the CFPB rule: 

 Credit bureau giant Equifax’s initial effort to block victims of its massive data breach from 
access to the courts through a forced arbitration clause hidden on the website for the 
free credit monitoring it is offering. 

 Wells Fargo’s use of older bank account and credit card agreements to block lawsuits 
over the theft of consumers’ identity used to open fake accounts. 

 Banks’ rampant violation of the Servicemembers Civil Relief Act through illegal 
repossession of cars while servicemembers are away on active duty, as happened to 
Sergeant Charles Beard and Sergeant Jin Nakamura.  Beard’s attempt to bring a class 
action was thrown out due to a fine-print arbitration clause.  

 Army soldier Prentice Martin-Bowen, who sued a buy-here-pay-here used car dealer 
that repossessed his car despite on-time payments, and kept two trade-in cars and the 
down payment. Martin-Bowen was forced into arbitration and won a small amount, but 
he couldn’t pay his lawyer a penny in fees and he couldn’t bring a class action to help 
the 100 others who suffered the same result. The arbitrator admitted that a jury would 
likely have awarded more. 

 Wells Fargo’s illegal padding of auto loan payments with duplicative car insurance, 
including for servicemembers on active duty.  Some contracts had arbitration clauses. 

 TransUnion’s reckless mismatching of consumers, including active duty service-
members serving abroad, to people with similar names on a government watch list of 
suspected terrorists and drug traffickers.  TransUnion did not have an arbitration clause 
in that case, and a jury ordered it to pay $60 million ($7,337 to each class member), but 
the company has tried in the past to trick people into giving up their day in court. 

 Army veteran Joshua Hause, who was given “no choice” and was forced to convert his 
existing payday loan to a 279% open-end “flex” loan that “I’ll never get out of.” A class 
action lawsuit over these practices was thrown out of court due to a forced arbitration 
clause.  

https://www.nclc.org/images/pdf/arbitration/military-coalition-letter-arb-rule.pdf
https://archive.legion.org/handle/123456789/6935
https://static1.squarespace.com/static/556718b2e4b02e470eb1b186/t/590a1f301e5b6ce0876a960c/1493835568843/Letter+-+CFPB+Ofc+of+Servicemember+Aff.May3.pdf
http://www.frontiersman.com/opinions/spectrum-forced-arbitration-and-a-right-worth-fighting-for/article_10012fb8-7ec2-11e7-9221-ebf7242093dc.html
https://www.nclc.org/faq/credit-reports-forced-arb-congress-strip-americans-day-in-court.html
http://www.latimes.com/business/la-fi-wells-fargo-arbitration-20151205-story.html
https://www.justice.gov/opa/pr/justice-department-reaches-settlement-santander-consumer-usa-resolve-allegations-concerning
https://www.nytimes.com/2015/03/17/business/wronged-troops-are-denied-recourse-by-arbitration-clauses.html
http://www.kshb.com/news/local-news/investigations/wells-fargo-accused-of-unlawfully-repossessing-active-duty-servicemans-car
http://www.baltimoresun.com/news/opinion/oped/bs-ed-op-0725-forced-arbitration-20170724-story.html
https://www.nytimes.com/2017/07/27/business/wells-fargo-unwanted-auto-insurance.html?smprod=nytcore-ipad&smid=nytcore-ipad-share&_r=0
https://www.nclc.org/media-center/class-actions-matter-consumers-mislabeled.html
https://www.nclc.org/media-center/class-actions-matter-consumers-mislabeled.html
https://www.publicjustice.net/transunion-cant-use-slick-website-design-trick-consumers-giving-day-court/
https://www.youtube.com/watch?v=DcrRY7d_yL0


 

 

 
Four of the five top areas of servicemember complaints to the CFPB are not covered by 
the MLA.  And credit cards are covered by the MLA only if they are opened by active duty 
servicemembers after October 3, 2017 and only while the member continues to serve. 
 

 
 
 
 

Our men and women in uniform fight to protect our constitutional 
rights, including our day in court guaranteed by the Seventh 
Amendment. Congress must not strip away the rights of our military 
by repealing the Consumer Financial Protection Bureau’s arbitration 
rule. 


