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Citigroup pays USD 2.3 million to settle claims it acted in
violation of the Servicemembers Civil Relief Act
On 3 March 2015 CitiMortgage agreed to pay almost USD 2.3 million (EUR 2.1 million) to resolve a class action accusing the mortgage lender of violating
a federal statute capping interest payments on military servicemembers’ mortgages, Law360 reports.
According to the lead plaintiff, Raymond Wray, in order to reduce Wray’s payments to the 6 per cent statutory minimum, Citigroup used a programme to
subsidise the extra interest on his 12.99 per cent rate. Wray claimed that this behaviour was a violation of the Servicemembers Civil Relief Act (SCRA) as
the statute requires the lenders to reduce interest rates to 6 per cent.
Wray claimed that Citigroup’s method meant that his principal balance was reducing at a slower rate than if the correct method had been applied.
Citigroup claimed that its method was within the statute and that it was actually reducing the principal balance at a faster rate. However, a US district court
judge disagreed with Citigroup and found Wray’s claim was valid.
According to Law360, the class action concerns up to 4,300 class members who had taken out mortgage loans before going on active duty and on which
Citigroup used the subsidiary programme.
As part of the settlement, the members, who were also required to have been in periods of active military duty which ended between 5 July 2007 and 5
April 2012, will each receive USD 150. Citigroup shall also cover attorneys’ fees and costs of up to USD 1.6 million and pay Wray up to USD 50,000.
According to the settlement agreement, Citigroup is required to stop subsidising the extra interest for two years and must not implement any new system
“that would be less beneficial to its borrowers”.
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