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consumers read the terms of
credit card agreements, which
are typically sent out as bill
stuffers (statements stuffed in
with monthly bills), printed in
tiny font and filled with dense
legal jargon that’s often
incomprehensible even to
highly-educated consumers,”
said Paul Bland, an attorney
with Trial Lawyers for Public
Justice.  “And very few
consumers understand that
they’ve supposedly given up
their constitutional rights and
agreed that the NAF is the
sole forum for any legal claims
they may have involving their
bank.  So when consumers
receive notices from or about
the NAF, they often believe
these are junk mail or some
mistake and throw them
away,” said Bland.
By pushing consumers into
arbitration, victims of credit-
card fraud are being forced to
pay debts they clearly don’t
owe.  By definition, arbitration
says a consumer can’t go to
court to have his or her story
heard, even if the alleged
“debt” is a result of someone
else’s criminal fraud and in no
way a result of the dunned
consumer’s actions.
The experience of Patricia
Meisse illustrates how even
the most sophisticated
consumer is
Continued page 3

Tens of thousands of consum-
ers are being forced into one-
sided arbitration proceedings
to settle disputes with their
credit card companies.
According to a new report by
NCLC and Trial Lawyers for
Public Justice, certain
corporate lenders, most
prominently MBNA and First

NCLC & Former
Governor Take
Aim at Veterans’
Benefits
Scheme
According to a class action
lawsuit recently filed by
veterans in federal court,
unscrupulous businesses are
illegally targeting the monthly
benefits checks of America’s
military veterans.  The suit
alleges that so-called “advance
funding” companies are hiding
the true costs of loans that are
given to veterans as lump-sum
cash payments to buy out
years’ worth of future benefits.

“The targeting and victimiza-
tion of men and women in
uniform is one of the most
reprehensible acts anyone
could commit,” says former
Georgia Governor Roy Barnes,

Consumers Blindsided by
Arbitration Clauses in Credit
Card Contracts

USA Bank, are blindsiding
consumers by fast-tracking
disputes over credit card debt
into arbitration with the
National Arbitration Forum.

The practice, as disclosed by
industry data from several
lawsuits, is designed to allow
creditors to pursue large
numbers of claims against
consumers in an industry-
friendly process.  According to
the NAF’s own documents, in
cases involving First USA, the
consumer prevailed in just 87
(.44 percent) of 19,705 arbitra-
tions NAF steered to an
outcome.

“Only a tiny percentage of

... in cases involving
First USA, the consumer
prevailed in just 87 (.44
percent) out of 19,705
arbitrations NAF steered
to an outcome.

“The targeting and
victimization of men
and women in uni-
form is one of the
most reprehensible
acts anyone could
commit.”
Former  Governor Roy Barnes

now a consumer attorney and
co-counsel with NCLC and
two
other attorneys.  “With the
economies of Georgia and
Continued page 7
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enforce the awards.

“In essence, what the credit
card companies are trying - so
far successfully - to achieve is
access to the full power of the
judicial system without any
meaningful due process rights
for the consumer,” says Steve
Tripoli, an NCLC consumer
advocate.  “They’re using the
arbitration process to get
uncontested decisions award-
ing the credit card company
the amount of the alleged
outstanding debt, plus fees,
costs, and more.  It’s a neat
pathway to turbo-charged
profits for both the card issuer
and the arbitrator.”

NCLC attorney Deanne
Loonin.  “Without industry
compliance and strong
enforcement, these laws have
virtually no teeth,” she said.

Based on a survey of eight
states, the report found that
almost half of the agencies
offered to perform services for
prospective customers in
states where the agencies were
not licensed.  Six of the eight
states in the survey had not
rejected a single agency
application for licensing or
registration, and the other two
states had rejected just a few.

In light of these findings, the
report calls for states to
allocate more resources to
monitoring and enforcement
activities, pass rigorous
licensing laws, and allow for
private enforcement rights,
among other recommenda-
tions.

Protecting Homeowners
from Predatory Home
Loans

After the Massachusetts
Division of Banks issued
temporary regulations to the
state’s new anti-predatory
lending law, NCLC’s Odette
Williamson critiqued the
proposal in formal comments
submitted in December 2004.

Williamson suggested several
amendments to the regulations
to clarify lender responsibili-
ties and better protect
borrowers.  In particular, she
recommended that the
Division adopt a standard that
requires lenders to evaluate all
of the circumstances surround-
ing a specific transaction to
determine whether the
refinance is in the borrower’s
economic interest.

Credit Counseling
Update

Although action has been
taken against some of the
worst credit counseling
agencies, a new NCLC report
reveals that many counseling
agencies are violating state
licensing laws without any
consequences.
Following up on its earlier
groundbreaking investigation
of abusive credit counseling
agencies, NCLC released a

NCLC is undertaking a
new project to create a
National Mortgage Data
Repository,  an undertaking
made possible by the Ford
Foundation.  The goal is to
create a permanent and
credible source of valuable
information on predatory
mortgage loans and
practices.  NCLC intends to
gather hundreds of loan
documents to help under-
stand the precise nature
and extent of predatory
lending.  The data retrieved
from the loan documents
will be entered into a
database and made avail-
able to  academics, re-
searchers, advocates, and
others.

We are seeking loan
documents that will assist
NCLC in understanding the
operation of the predatory
mortgage industry.   We are
looking for, in order of
priority:  HUD-1 settlement
statements; TILA disclo
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vulnerable to this practice.
Meisse, a Maryland resident
and physicist at the Nuclear
Regulatory Commission, was
forced to submit to arbitration
and abide by the resulting
default judgment even though
she was a victim of identity
theft and had nothing to do
with the charges that fraudu-
lently were run up in her name.
Despite having disputed the
$40,000 bills from the start,
MBNA was able to obtain
three default arbitration
awards against her without
ever proving that she had
opened the accounts.  The
company then filed separate
claims in Maryland district
court to

sures;  loan notes with
anyaccompanying riders;
loan applications; good
faith estimates; arbitration
agreements; mortgages; and
notices of right to cancel.
Of particular interest are
documents from: A-USA
Mortgage Corp., FAMCO
(First Alliance Mortgage
Company), UC Lending,
Household Finance,
Citifinancial, or other major
lenders.

Also of interest are group-
ings of one hundred or
more loans from one
geographic area, regardless
of who is the lender.

Please contact Project
Coordinator Denise
Lovendale at
dlovendale@nclc.org

NCLC can assist with the
costs of transferring
documents.

National Mortgage
Data Repository

Fast Track to Arbitration

Policy Briefs

report in 2004, “Credit
Counseling in Crisis Update:
Poor Compliance and Weak
Enforcement Undermine Laws
Governing Credit Counseling
Agencies.”

The original report brought
national attention to credit
counseling agencies and
triggered IRS investigations,
lawsuits by state attorneys
general, and enactment of state
laws to deal with credit
counseling abuses.

The update reveals that many
of these laws are largely
ineffect-ive.  “Passing a strong
law is not enough,” said report
author and

SAVE THE DATE!
October 27-30, 2005

NCLC’s

Consumer Rights
Litigation Conference

Minneapolis

It’s the one consumer
 law conference
 that has it all.


