Military Predatory Loan Protections are Needed
The Fleet Reserve Association (FRA) supports the predatory lending provisions in the FY 2007 Defense Authorization Act that prohibit creditors from imposing an annual percentage rate greater than 36 percent when extending consumer credit to a service member or a service member’s dependent. These protections have not even taken effect yet, (effective date is 1 October 2007) and FRA would strongly oppose efforts to repeal them for the following reasons:

1) This law was based in part on recommendations included in DoD’s Predatory Lending Report mandated by the FY 2006 National Defense Authorization Act.

2) The Senate Banking Committee had a hearing on the DoD Predatory Lending report last year.

3) The House Subcommittee on Military Quality of Life and Veterans Affairs heard testimony last year on predatory lenders outside the gates of military bases. These lenders target young service members in need of short-term cash and unaware of the potentially ruinous terms of loans, which may carry interest rates of up to 2,000 percent.

4) The Associated Press reported that unregulated predatory lending has had a harmful impact on military assignments.

5) Unregulated predatory lenders represent a serious danger to national security because service members experiencing debt related stress may be less focused on the mission and compromise not only his or her safety, but also that of the entire unit.

6) Military service is unlike any other occupation.
7) Many state laws have been passed capping interest rates on pay day loans; but unfortunately many of these laws exempt non-residents of the state including military personnel.
