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Servicemembers Civil Relief Act

Introduction
The Servicemembers Civil Relief Act (SCRA or Act) restates, clarifies, and revises the Soldiers'
and Sailors' Civil Relief Act of 1940 in an effort to help ease the economic and legal burdens on
military personnel called to active duty status.
The Act provides protection to individuals who are on full-time active military service of the
United States. Active duty personnel includes individuals appointed, enlisted, or inducted into
regular branches of the U.S. military service, that is the Army, Air Force, Navy, Marines, and
Coast Guard, as well as personnel mobilized in National Guard and Reserve Units and certain
public health officers. Active duty also includes full-time training such as boot camp.
When Coverage Begins
Coverage under the SCRA begins when the service member receives his or her orders to report
for active duty. Generally, it ends with the date of termination from active duty or upon death
while in active service. It also includes any time-period during which a person in military service
is absent from duty because of sickness, wounds, leave, or other lawful cause. Some of the
protections of the Act continue beyond the period of active duty for a short time.
Determining Whether a Member is on Active Duty Status
Credit unions can visit the Department of Defense Manpower Data Center to determine whether
a member is on active duty status. Credit unions are strongly encouraged to contact the
borrower because Coast Guard, those mobilized in National Guard and Reserve Units, and
certain public health officers, may not appear in this listing.
Six Percent Interest Rate
Under the SCRA, while a service member is on active duty, a credit union may charge no more
than six percent (6%) simple interest on loan balances incurred prior to active duty status. The
SCRA clarifies this requirement by extending that limitation to the service member and his or
her spouse jointly. As many credit unions learned during the Desert Shield/Desert Storm call-up
of reservists in 1990/91, this protection causes an immediate compliance responsibility of
uncertain duration. The SCRA also clarifies that any interest in excess of 6% that otherwise
would have been incurred (while on active duty) is forgiven. The SCRA also extends protections
to co-debtors who may also be obligated on loans with the active duty servicemember.
Keep in mind that notice may come weeks to months after the active duty status commenced,
requiring the credit union to retroactively apply the 6% interest rate. The term interest includes
service charges, renewal charges, fees, or any other charges (except bona fide insurance) in

respect to such obligation or liability. Obligations incurred after entering active duty need not be
reduced to 6% interest. The credit union is required to extend the interest rate reduction to the
service member, even if the service member does not initially provide orders or documentation.
The SCRA states, the service member shall provide to the creditor written notice and a copy of
the military orders calling the service member to military service and any orders further
extending military service, not later than 180 days after the date of the service member's
termination or release from military service.
Under the Housing and Economic Recovery Act (HERA), the 6% rate reduction for all
obligations and liabilities consisting of a mortgage, trust deed or other security in the nature of a
mortgage, incurred during the period of military service is to be extended until one year after
active duty status ends.
Court Actions to Collect Debts
The SCRA further clarifies language to:








Provide service members with automatic 90-day stays in civil proceedings;
Allow the possibility of service members reopening default judgments rendered against
them when the failure to appear was caused by military service;
Allow service members deploying to new duty stations to terminate automobile leases
without having to pay any early termination penalties (the 1940 law covered leases on
premises and "all other leases" which courts would interpret to include auto leases, so
this is a clarification of language rather than a new requirement);
Provide a service member who receives permanent change of station orders, or who is
deployed to a new location for 90 days or more, the right to terminate a housing lease;
and
Prevent personal property (such as automobiles) from being repossessed without a
specific court order in order to take into account a service member's military duty status.

The SCRA severely restricts the ability of credit unions to obtain default judgments against
service members whose ability to defend themselves in court has been prejudiced by active
duty status. In order to obtain a default judgment, the credit union must file an affidavit stating
whether or not the member is in military service, or stating that the credit union is unable to
make that determination. The credit union may also be required to file a bond if the court is not
able to determine whether the debtor is in military service. If the debtor is in military service and
submits a letter stating how military service prevents him or her from appearing along with a
letter from the commanding officer, a judge must stay the proceedings. A court may also vacate
a judgment or delay its execution when a service member’s ability to perform on a contract is
materially affected by his or her service.
Repossession, after default, of property securing a loan made before an individual entered
military service or was called to active duty if a reservist may be accomplished only by
permission of court. If the court determines that military service is the reason that the individual
is unable to make payments, it has the option of allowing the credit union to take the collateral
or permit smaller payments than called for in the contract. For instance, if the court determines
that the credit union should retain the collateral, it may require the credit union to repay the
amounts already paid by the service member. Additionally, the Act allows service members
deploying to new duty stations to terminate automobile leases without having to pay any early
termination penaltie.
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A service member may waive the protections of the Act that cover foreclosure, repossession,
sale, etc. of any property securing the credit union’s loan. Also, the service member may make
a new contract for the debt after entering the service. Either must be in writing. Co-makers,
guarantors and other endorsers may also waive the Acts protections or make new contracts to
repay the debt.
However, the Act does not relieve the obligations of an active duty service member to repay his
or her debts. After the individual leaves the military, the obligation is once again fully
enforceable according to its original terms.
Foreclosure Protection
The Honoring America’s Veterans and Caring for Camp Lejeune Families Act (H.R. 1627) was
signed into law on August 6th, 2012. Section 710 of the law, effective February 2, 2013,
amends the SCRA to temporarily extend the Act’s protections against foreclosures from nine
months to 12 months through December 31, 2014 for returning servicemembers after they
separate from active duty. After December 31, 2014, the protections will revert back to 90 days
after release from active duty military service. What this will mean is, in order to initiate a
foreclosure under H.R. 1627, credit unions must wait 12 months after a service member returns
from service.
[HERA amended the SCRA in 2008 to provide nine months of protection (originally 90 days)
from mortgage foreclosures for returning servicemembers. The provision was set to expire on
December 31, 2010; however, the Helping Heroes Keep Their Homes Act extended HERA’s
foreclosure protection through December 31, 2012.]
Application by a person in military service for any protections of the Act shall not be the basis
for:







A determination by the lender that the service member is unable to pay the obligation
according to its terms;
A denial or revocation of credit by the creditor;
A change in the terms of an existing credit arrangement;
A refusal to grant credit to such person in substantially the amount or on substantially
the terms requested;
An adverse credit report relating to the creditworthiness of the person in military service;
or
A notation in the service member's record that he or she is a member of the National
Guard or a reserve component.

Homeownership Counseling Notice
Pursuant to Section 688 of the National Defense Authorization Act for Fiscal Year 2006, the
credit union must provide homeownership counseling notification (prepared by the Department
of Housing and Urban Development [HUD]) to all members in default regarding the foreclosure
rights of service members and their dependents under the SCRA. The notice must:


Be sent to all homeowners who are in default on a residential mortgage (HUD’s
counseling notification requirement only applies to a loan that is secured by the principal
residence of the homeowner);
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Include the toll-free military one-source number to call if service members or their
dependents require further assistance (1-800-342-9647); and
Be made within 45 days from the date of a missed payment was due, unless the
homeowner pays the overdue amount before the expiration of the 45-day period.

Providing Mortgage Services
Credit unions that provide mortgage services to servicemembers will be expected to do the
following when these members have received Permanent Change of Station Orders (PCS
orders):





Provide homeowners with accurate, clear, and readily understandable information about
available assistance options for which they may qualify, based on information known to
the credit union.
Provide a reasonable means for borrowers to obtain information on the status of their
requests for assistance.
Communicate the credit union’s decision timely to homeowners regarding requests for
assistance, including explanation for denial and what deficiencies need to be addressed.

When the SCRA No Longer Applies to a Member
When the member returns to civilian life, you may raise the interest rate on open-end loans
and home-equity lines of credit if you comply with the change in terms notice requirements of
the Truth-in-Lending Act. This means that either at the time the rate was lowered or, in any
event, not less than 15 days before the new rate will go into effect, the member must receive
notice that the rate will be increased to the current contract rate applicable to the loan, with 45
days’ notice for credit cards. New open-ended account advances after the member is on active
duty are not eligible for the 6% rate, unless the credit union elects to permit new advances at
that rate.
While most closed end loans are not subject to change-in-terms rules like those describe above,
it is still helpful to remind a member of the change in payments that will occur when the member
is no longer eligible for the lower rate. For closed-end adjustable rate residential secured loans,
the special change-in-terms rules of 12 CFR 1026.20(c) need to be observed.
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