
529 

Office of the Secretary of Defense § 232.3 

c. The logistical support arrangements to 
include custodial services and security provi-
sions. The amendment should be coordinated 
with the Bank/Credit Union Liaison Offi-
cer(s) prior to forwarding that document to 
the installation commander for signature. 
The amendment shall be signed by the in-
stallation commander (or designee) and the 
appropriate financial institution official 
with a copy furnished to the Secretary of the 
Military Department concerned (or designee) 
and the Director, DFAS (or designee). 

APPENDIX C TO PART 231—SAMPLE CER-
TIFICATE OF COMPLIANCE FOR CREDIT 
UNIONS CERTIFICATE OF COMPLI-
ANCE 

I, (name), Chairman of the Board of Direc-
tors or President of the (credit union), lo-
cated at (place), certify that this credit 
union complies with the requirements of sec-
tion 170 of the Federal Credit Union Act (12 
U.S.C 1770), for the allotment of space in fed-
eral buildings without charge for rent or 
services. The provision of no-cost office 
space is limited to credit unions if at least 95 
percent of the membership to be served by 
the allotment of space is composed of indi-
viduals who are, or who were at the time of 
admission into the credit union, military 
personnel or federal employees, or members 
of their families. 
llllllllllllllllllllllll

(Date) 
llllllllllllllllllllllll

(Name) 
(Chairman of the Board of Directors or the 
President) 

NOTE: The Certificate of Compliance shall 
be written on credit union letterhead. 

PART 232—LIMITATIONS ON TERMS 
OF CONSUMER CREDIT EX-
TENDED TO SERVICE MEMBERS 
AND DEPENDENTS 

Sec. 
232.1 Authority, purpose, and coverage. 
232.2 Applicability. 
232.3 Definitions. 
232.4 Terms of consumer credit extended to 

covered borrowers. 
232.5 Identification of covered borrower. 
232.6 Mandatory loan disclosures. 
232.7 Preemption. 
232.8 Limitations. 
232.9 Penalties and remedies. 
232.10 Servicemembers Civil Relief Act pro-

tections unaffected. 
232.11 Effective date and transition 

AUTHORITY: 10 U.S.C. 987. 

SOURCE: 72 FR 50591, August 31, 2007, unless 
otherwise noted. 

§ 232.1 Authority, purpose, and cov-
erage. 

(a) Authority. This part is issued by 
the Department of Defense to imple-
ment 10 U.S.C. 987. 

(b) Purpose. The purpose of this part 
is to impose limitations on the cost 
and terms of certain defined extensions 
of consumer credit to Service members 
and their dependents, and to provide 
additional consumer disclosures for 
such transactions. 

(c) Coverage. This part defines the 
types of consumer credit transactions, 
creditors, and borrowers covered by the 
regulation, consistent with the provi-
sions of 10 U.S.C. 987. In addition, the 
regulation: 

(1) Provides the maximum allowable 
amount of all charges, and the types of 
charges, that may be associated with a 
covered extension of consumer credit; 

(2) Requires creditors to disclose to 
covered borrowers the cost of the 
transaction as a total dollar amount 
and as an annualized percentage rate 
referred to as the Military Annual Per-
centage Rate or MAPR, which must be 
disclosed before the borrower becomes 
obligated on the transaction. The dis-
closures required by this regulation 
differ from and are in addition to the 
disclosures that must be provided to 
consumers under the Federal Truth in 
Lending Act; 

(3) Provides for the method creditors 
shall use in calculating the MAPR, 
and; 

(4) Contains such other criteria and 
limitations as the Secretary of Defense 
has determined appropriate, consistent 
with the provisions of 10 U.S.C. 987. 

§ 232.2 Applicability. 
This part applies to consumer credit 

extended by creditors to a covered bor-
rower, as those terms are defined in 
this part. 

§ 232.3 Definitions. 
Terms used in this part are defined as 

follows: 
(a) Closed-end credit means consumer 

credit other than ‘‘open-end credit’’ as 
that term is defined in Regulation Z 
(Truth in Lending), 12 CFR part 226. 

(b) Consumer credit means closed-end 
credit offered or extended to a covered 
borrower primarily for personal, family 
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or household purposes, as described in 
paragraph (b)(1) of this section. 

(1) Except as provided in paragraph 
(b)(2) of this section, consumer credit 
means the following transactions: 

(i) Payday loans. Closed-end credit 
with a term of 91 days or fewer in 
which the amount financed does not 
exceed $2,000 and the covered borrower: 

(A) Receives funds from and incurs 
interest and/or is charged a fee by a 
creditor, and contemporaneously with 
the receipt of funds, provides a check 
or other payment instrument to the 
creditor who agrees with the covered 
borrower not to deposit or present the 
check or payment instrument for more 
than one day, or; 

(B) Receives funds from and incurs 
interest and/or is charged a fee by a 
creditor, and contemporaneously with 
the receipt of funds, authorizes the 
creditor to initiate a debit or debits to 
the covered borrower’s deposit account 
(by electronic fund transfer or re-
motely created check) after one or 
more days. This provision does not 
apply to any right of a depository in-
stitution under statute or common law 
to offset indebtedness against funds on 
deposit in the event of the covered bor-
rower’s delinquency or default. 

(ii) Vehicle title loans. Closed-end 
credit with a term of 181 days or fewer 
that is secured by the title to a motor 
vehicle, that has been registered for 
use on public roads and owned by a 
covered borrower, other than a pur-
chase money transaction described in 
paragraph (b)(2)(ii) of this section. 

(iii) Tax refund anticipation loans. 
Closed-end credit in which the covered 
borrower expressly grants the creditor 
the right to receive all or part of the 
borrower’s income tax refund or ex-
pressly agrees to repay the loan with 
the proceeds of the borrower’s refund. 

(2) For purposes of this part, con-
sumer credit does not mean: 

(i) Residential mortgages, which are 
any credit transactions secured by an 
interest in the covered borrower’s 
dwelling, including transactions to fi-
nance the purchase or initial construc-
tion of a dwelling, refinance trans-
actions, home equity loans or lines of 
credit, and reverse mortgages; 

(ii) Any credit transaction to finance 
the purchase or lease of a motor vehi-

cle when the credit is secured by the 
vehicle being purchased or leased; 

(iii) Any credit transaction to fi-
nance the purchase of personal prop-
erty when the credit is secured by the 
property being purchased; 

(iv) Credit secured by a qualified re-
tirement account as defined in the In-
ternal Revenue Code; and 

(v) Any other credit transaction that 
is not consumer credit extended by a 
creditor, is an exempt transaction, or 
is not otherwise subject to disclosure 
requirements for purposes of Regula-
tion Z (Truth in Lending), 12 CFR part 
226. 

(c) Covered borrower means a person 
with the following status at the time 
he or she becomes obligated on a con-
sumer credit transaction covered by 
this part: 

(1) A regular or reserve member of 
the Army, Navy, Marine Corps, Air 
Force, or Coast Guard, serving on ac-
tive duty under a call or order that 
does not specify a period of 30 days or 
fewer, or such a member serving on Ac-
tive Guard and Reserve duty as that 
term is defined in 10 U.S.C. 101(d)(6), or 

(2) The member’s spouse, the mem-
ber’s child defined in 38 U.S.C. 101(4), or 
an individual for whom the member 
provided more than one-half of the in-
dividual’s support for 180 days imme-
diately preceding an extension of con-
sumer credit covered by this part. 

(d) Credit means the right granted by 
a creditor to a debtor to defer payment 
of debt or to incur debt and defer its 
payment. 

(e) Creditor means a person who is en-
gaged in the business of extending con-
sumer credit with respect to a con-
sumer credit transaction covered by 
this part. For the purposes of this sec-
tion, ‘‘person’’ includes a natural per-
son, organization, corporation, part-
nership, proprietorship, association, 
cooperation, estate, trust, and any 
other business entity and who other-
wise meets the definition of ‘‘creditor’’ 
for purposes of Regulation Z. 

(f) Dwelling means a residential 
structure that contains one to four 
units, whether or not the structure is 
attached to real property. The term in-
cludes an individual condominium 
unit, cooperative unit, mobile home, 
and manufactured home. 
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(g) Electronic fund transfer (EFT) has 
the same meaning for purposes of this 
part as in Regulation E (Electronic 
Fund Transfers) issued by the Board of 
Governors of the Federal Reserve Sys-
tem, 12 CFR part 205. 

(h) Military annual percentage rate 
(MAPR). The MAPR is the cost of the 
consumer credit transaction expressed 
as an annual rate. The MAPR shall be 
calculated based on the costs in this 
definition but in all other respects it 
shall be calculated and disclosed fol-
lowing the rules used for calculating 
the Annual Percentage Rate (APR) for 
closed-end credit transactions under 
Regulation Z (Truth in Lending), 12 
CFR part 226. 

(1) The MAPR includes the following 
cost elements associated with the ex-
tension of consumer credit to a covered 
borrower if they are financed, deducted 
from the proceeds of the consumer 
credit, or otherwise required to be paid 
as a condition of the credit: 

(i) Interest, fees, credit service 
charges, credit renewal charges; 

(ii) Credit insurance premiums in-
cluding charges for single premium 
credit insurance, fees for debt cancella-
tion or debt suspension agreements; 
and 

(iii) Fees for credit-related ancillary 
products sold in connection with and 
either at or before consummation of 
the credit transaction. 

(2) The MAPR does not include: 
(i) Fees or charges imposed for actual 

unanticipated late payments, default, 
delinquency, or similar occurrence; 

(ii) Taxes or fees prescribed by law 
that actually are or will be paid to pub-
lic officials for determining the exist-
ence of, or for perfecting, releasing, or 
satisfying a security interest; 

(iii) Any tax levied on security in-
struments or documents evidencing in-
debtedness if the payment of such 
taxes is a requirement for recording 
the instrument securing the evidence 
of indebtedness; and 

(iv) Tax return preparation fees asso-
ciated with a tax refund anticipation 
loan, whether or not the fees are de-
ducted from the loan proceeds. 

(i) Regulation Z means any of the 
rules, regulations, or interpretations 
thereof, issued by the Board of Gov-
ernors of the Federal Reserve System 

to implement the Truth in Lending 
Act, as amended, from time to time, in-
cluding any interpretation or approval 
issued by an official or employee duly 
authorized by the Board of Governors 
of the Federal Reserve System to issue 
such interpretations or approvals. 
Words that are not defined in this regu-
lation have the meanings given to 
them in Regulation Z (12 CFR part 226) 
issued by the Board of Governors of the 
Federal Reserve System (the ‘‘Board’’), 
as amended from time to time, includ-
ing any interpretation thereof by the 
Board or an official or employee of the 
Federal Reserve System duly author-
ized by the Board to issue such inter-
pretations. Words that are not defined 
in this regulation or Regulation Z, or 
any interpretation thereof, have the 
meanings given to them by State or 
Federal law, or contract. 

§ 232.4 Terms of consumer credit ex-
tended to covered borrowers. 

(a) Neither a creditor who extends 
consumer credit to a covered borrower 
nor an assignee of the creditor shall re-
quire the member or dependent to pay 
a military annual percentage rate 
(MAPR) with respect to such extension 
of credit, except as— 

(1) Agreed to under the terms of the 
credit agreement or promissory note; 

(2) Authorized by applicable State or 
Federal law; and 

(3) Not specifically prohibited by this 
part. 

(b) A creditor described in paragraph 
(a) of this section or an assignee may 
not impose an MAPR greater than 36 
percent in connection with an exten-
sion of consumer credit to a covered 
borrower. 

§ 232.5 Identification of covered bor-
rower. 

(a) This part shall not apply to a con-
sumer credit transaction if the condi-
tions described in paragraphs (a)(1) and 
(a)(2) of this section are met: 

(1) Prior to becoming obligated on 
the transaction, each applicant is pro-
vided with a clear and conspicuous 
‘‘covered borrower identification state-
ment’’ substantially similar to the fol-
lowing statement and each applicant 
signs the statement indicating that he 
or she is or is not a covered borrower: 
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Federal law provides important protections 
to active duty members of the Armed 
Forces and their dependents. To ensure 
that these protections are provided to eli-
gible applicants, we require you to sign one 
of the following statements as applicable: 

I AM a regular or reserve member of the 
Army, Navy, Marine Corps, Air Force, or 
Coast Guard, serving on active duty under 
a call or order that does not specify a pe-
riod of 30 days or fewer. 

llllllllllllllllllllllll

I AM a dependent of a member of the Armed 
Forces on active duty as described above, 
because I am the member’s spouse, the 
member’s child under the age of eighteen 
years old, or I am an individual for whom 
the member provided more than one-half of 
my financial support for 180 days imme-
diately preceding today’s date. 

llllllllllllllllllllllll

—OR— 
I AM NOT a regular or reserve member of 

the Army, Navy, Marine Corps, Air Force, 
or Coast Guard, serving on active duty 
under a call or order that does not specify 
a period of 30 days or fewer (or a dependent 
of such a member). 

llllllllllllllllllllllll

Warning: It is important to fill out this form 
accurately. Knowingly making a false 
statement on a credit application is a 
crime 

(2) The creditor has not determined, 
pursuant to the optional verification 
procedures in paragraphs (b) or (c) of 
this section, that any such applicant is 
a covered borrower. 

(b) The creditor may, but is not re-
quired to, verify the status of an appli-
cant as a covered borrower by request-
ing the applicant to provide a current 
(previous month) military leave and 
earning statement, or a military iden-
tification card (DD Form 2 for mem-
bers, DD Form 1173 for dependents), as 
described in DoD Instruction 1003.1, 
Identification (ID) Cards for Members of 
the Uniformed Services, Their Depend-
ents, and Other Eligible Individuals, De-
cember 5, 1997. Upon such request, acti-
vated members of the National Guard 
or Reserves shall also provide a copy of 
the military orders calling the covered 
member to military service and any or-
ders further extending military serv-
ice. 

(c) The creditor may, but is not re-
quired to, verify the status of an appli-
cant as a covered borrower by access-
ing the information available at http:// 

www.dmdc.osd.mil/mla/owa/home. 
Searches require the service member’s 
full name, Social Security number, and 
date of birth. 

(d) This part shall not apply to a con-
sumer credit transaction in which the 
creditor rolls over, renews, repays, refi-
nances, or consolidates consumer cred-
it in accordance with § 232.8(a)(1) if 
§ 232.5(a)(1) and § 232.5(a)(2) applied to 
the previous transaction. 

§ 232.6 Mandatory loan disclosures. 
(a) Required information. With respect 

to any extension of consumer credit 
(including any consumer credit origi-
nated or extended through the inter-
net) to a covered borrower, a creditor 
shall provide to the member or depend-
ent the following information clearly 
and conspicuously before consumma-
tion of the consumer credit trans-
action: 

(1) The MAPR applicable to the ex-
tension of consumer credit, and the 
total dollar amount of all charges in-
cluded in the MAPR. 

(2) Any disclosures required by Regu-
lation Z (Truth in Lending), 12 CFR 
part 226. 

(3) A clear description of the pay-
ment obligation of the covered bor-
rower, as applicable. A payment sched-
ule provided pursuant to paragraph 
(a)(2) of this section satisfies this re-
quirement. 

(4) A statement that ‘‘Federal law 
provides important protections to reg-
ular or reserve members of the Army, 
Navy, Marine Corps, Air Force, or 
Coast Guard, serving on active duty 
under a call or order that does not 
specify a period of 30 days or fewer, and 
their dependents. Members of the 
Armed Forces and their dependents 
may be able to obtain financial assist-
ance from Army Emergency Relief, 
Navy and Marine Corps Relief Society, 
the Air Force Aid Society, or Coast 
Guard Mutual Aid. Members of the 
Armed Forces and their dependents 
may request free legal advice regarding 
an application for credit from a service 
legal assistance office or financial 
counseling from a consumer credit 
counselor.’’ 

(b) Method of disclosure. (1) Written 
disclosures. The creditor shall provide 
the disclosures required by paragraph 
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(a) in writing in a form the covered 
borrower can keep. 

(2) Oral disclosures. The creditor also 
shall provide the disclosures required 
by paragraphs (a)(1), (a)(3) and (a)(4) of 
this section orally before consumma-
tion. In mail and internet transactions, 
the creditor satisfies this requirement 
if it provides a toll-free telephone num-
ber on or with the written disclosures 
that consumers may use to obtain oral 
disclosures and the creditor provides 
oral disclosures when the covered bor-
rower contacts the creditor for this 
purpose. 

(c) When disclosures are required for re-
financing or renewal of covered loan. The 
refinancing or renewal of a covered 
loan requires new disclosures under 
§ 232.6 only when the transaction would 
be considered a new transaction that 
requires disclosures under the Truth in 
Lending Act, as implemented by the 
Federal Reserve Board’s Regulation Z, 
12 CFR part 226. 

§ 232.7 Preemption. 

(a) Inconsistent laws. 10 U.S.C. 987 as 
implemented by this part preempts any 
State or Federal law, rule or regula-
tion, including any State usury law, to 
the extent such law, rule or regulation 
is inconsistent with this part, except 
that any such law, rule or regulation is 
not preempted by this part to the ex-
tent that it provides protection to a 
covered borrower greater than those 
protections provided by 10 U.S.C. 987 
and this part. 

(b) Different treatment under State 
law of covered borrowers is prohibited. 
States may not: 

(1) Authorize creditors to charge cov-
ered borrowers rates of interest that 
are higher than the legal limit for resi-
dents of the State, or 

(2) Permit the violation or waiver of 
any State consumer lending protection 
that is for the benefit of residents of 
the State on the basis of the covered 
borrower’s nonresident or military sta-
tus, regardless of the covered bor-
rower’s domicile or permanent home of 
record, provided that the protection 
would otherwise apply to the covered 
borrower. 

§ 232.8 Limitations. 

(a) 10 U.S.C. 987 makes it unlawful for 
any creditor to extend consumer credit 
to a covered borrower with respect to 
which: 

(1) The creditor rolls over, renews, re-
pays, refinances, or consolidates any 
consumer credit extended to the cov-
ered borrower by the same creditor 
with the proceeds of other consumer 
credit extended by that creditor to the 
same covered borrower, unless the new 
transaction results in more favorable 
terms to the covered borrower, such as 
a lower MAPR. This part shall not 
apply to a transaction permitted by 
this paragraph when the same creditor 
extends consumer credit to a covered 
borrower to refinance or renew an ex-
tension of credit that was not covered 
by this part because the consumer was 
not a covered borrower at the time of 
the original transaction. 

(2) The covered borrower is required 
to waive the covered borrower’s right 
to legal recourse under any otherwise 
applicable provision of State or Fed-
eral law, including any provision of the 
Servicemembers Civil Relief Act (50 
U.S.C. App. 10 U.S.C. 527 et seq.). 

(3) The creditor requires the covered 
borrower to submit to arbitration or 
imposes other onerous legal notice pro-
visions in the case of a dispute. 

(4) The creditor demands unreason-
able notice from the covered borrower 
as a condition for legal action. 

(5) The creditor uses a check or other 
method of access to a deposit, savings, 
or other financial account maintained 
by the covered borrower, except that, 
in connection with a consumer credit 
transaction with an MAPR consistent 
with § 232.4(b): 

(i) The creditor may require an elec-
tronic fund transfer to repay a con-
sumer credit transaction, unless other-
wise prohibited by Regulation E (Elec-
tronic Fund Transfers) 12 CFR part 205; 

(ii) The creditor may require direct 
deposit of the consumer’s salary as a 
condition of eligibility for consumer 
credit, unless otherwise prohibited by 
law; or 

(iii) The creditor may, if not other-
wise prohibited by applicable law, take 
a security interest in funds deposited 
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after the extension of credit in an ac-
count established in connection with 
the consumer credit transaction. 

(6) The creditor requires as a condi-
tion for the extension of consumer 
credit that the covered borrower estab-
lish an allotment to repay the obliga-
tion. 

(7) The covered borrower is prohib-
ited from prepaying the consumer cred-
it or is charged a penalty fee for pre-
paying all or part of the consumer 
credit. 

(b) For purposes of this section, an 
assignee may not engage in any trans-
action or take any action that would 
be prohibited for the creditor. 

§ 232.9 Penalties and remedies. 
(a) Misdemeanor. A creditor or as-

signee who knowingly violates 10 
U.S.C. 987 as implemented by this part 
shall be fined as provided in title 18, 
United States Code, or imprisoned for 
not more than one year, or both. 

(b) Preservation of other remedies. The 
remedies and rights provided under 10 
U.S.C. 987 as implemented by this part 
are in addition to and do not preclude 
any remedy otherwise available under 
State or Federal law or regulation to 
the person claiming relief under the 
statute, including any award for con-
sequential damages and punitive dam-
ages. 

(c) Contract void. Any credit agree-
ment, promissory note, or other con-
tract with a covered borrower that 
fails to comply with 10 U.S.C. 987 as 
implemented by this regulation or 
which contains one or more provisions 
prohibited under 10 U.S.C. 987 as imple-
mented by this regulation is void from 
the inception of the contract. 

(d) Arbitration. Notwithstanding 9 
U.S.C. 2, or any other Federal or State 
law, rule, or regulation, no agreement 
to arbitrate any dispute involving the 
extension of consumer credit to a cov-
ered borrower pursuant to this part 
shall be enforceable against any cov-
ered borrower, or any person who was a 
covered borrower when the agreement 
was made. 

§ 232.10 Servicemembers Civil Relief 
Act protections unaffected. 

Nothing in this part may be con-
strued to limit or otherwise affect the 

applicability of Section 207 and any 
other provisions of the 
Servicemembers Civil Relief Act (50 
U.S.C. App. 527). 

§ 232.11 Effective date and transition. 
Applicable consumer credit—This 

part shall only apply to consumer cred-
it that is extended to a covered bor-
rower and consummated on or after Oc-
tober 1, 2007. 

PART 233—FEDERAL VOTING 
ASSISTANCE PROGRAM (FVAP) 

Sec. 
233.1 Purpose 
233.2 Applicability 
233.3 Definitions 
233.4 Policy 
233.5 Responsibilities 
233.6 Procedures 

AUTHORITY: EO 12642; 10 U.S.C. 1566a; 42 
U.S.C 1973gg–5; 42 U.S.C. 1973ff—1973ff–6 

SOURCE: 77 FR 57487, Sept. 18, 2012, unless 
otherwise noted. 

§ 233.1 Purpose. 
This part: 
(a) Establishes policy and assigns re-

sponsibilities for the FVAP in accord-
ance with Executive Order 12642 and 
the Uniformed and Overseas Citizens 
Absentee Voting Act (UOCAVA), 42 
U.S.C. 1973ff–1973ff–6. 

(b) Establishes policy and assigns re-
sponsibilities for the development and 
implementation of installation voter 
assistance (IVA) offices in accordance 
with 10 U.S.C. 1566a. 

(c) Establishes policy and assigns re-
sponsibilities for the development and 
implementation, jointly with each 
State, of procedures for persons to 
apply to register to vote at recruit-
ment offices of the Military Services in 
accordance with 42 U.S.C. 1973gg–5. 

§ 233.2 Applicability. 
This part applies to: 
(a) The Office of the Secretary of De-

fense, the Military Departments (in-
cluding the Coast Guard at all times, 
including when it is a Service in the 
Department of Homeland Security by 
agreement with that Department), the 
Office of the Chairman of the Joint 
Chiefs of Staff and the Joint Staff, the 
Combatant Commands, the Office of 
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