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MAPR, before or at the time the bor-
rower becomes obligated on the trans-
action or establishes an account for the 
consumer credit. The statement re-
quired by § 232.6(a)(1) differs from and is 
in addition to the disclosures that 
must be provided to consumers under 
the Truth in Lending Act; 

(3) Provides for the method a creditor 
must 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; examples. 
(a)(1) Applicability. This part applies 

to consumer credit extended by a cred-
itor to a covered borrower, as those 
terms are defined in this part. Nothing 
in this part applies to a credit trans-
action or account relating to a con-
sumer who is not a covered borrower at 
the time he or she becomes obligated 
on a credit transaction or establishes 
an account for credit. Nothing in this 
part applies to a credit transaction or 
account relating to a consumer (which 
otherwise would be consumer credit) 
when the consumer no longer is a cov-
ered borrower. 

(2) Examples—(i) Covered borrower. 
Consumer A is a member of the armed 
forces but not serving on active duty, 
and holds an account for closed-end 
credit with a financial institution. 
After establishing the closed-end credit 
account, Consumer A is ordered to 
serve on active duty, thereby becoming 
a covered borrower, and soon there-
after separately establishes an open- 
end line of credit for personal purposes 
(which is not subject to any exception 
or temporary exemption) with the fi-
nancial institution. This part applies 
to the open-end line of credit, but not 
to the closed-end credit account. 

(ii) Not a covered borrower. Same facts 
as described in paragraph (a)(2)(i) of 
this section. One year after estab-
lishing the open-end line of credit, Con-
sumer A ceases to serve on active duty. 
This part never did apply to the closed- 
end credit account, and because Con-
sumer A no longer is a covered bor-
rower, this part no longer applies to 
the open-end line of credit. 

(b) Examples. The examples in this 
part are not exclusive. To the extent 

that an example in this part implicates 
a term or provision of Regulation Z (12 
CFR part 1026), issued by the Consumer 
Financial Protection Bureau to imple-
ment the Truth in Lending Act, Regu-
lation Z shall control the meaning of 
that term or provision. 

§ 232.3 Definitions. 

As used in this part: 
(a) Affiliate means any person that 

controls, is controlled by, or is under 
common control with another person. 

(b) Billing cycle has the same meaning 
as ‘‘billing cycle’’ in Regulation Z. 

(c) Bureau means the Consumer Fi-
nancial Protection Bureau. 

(d) Closed-end credit means consumer 
credit (but for the conditions applica-
ble to consumer credit under this part) 
other than consumer credit that is 
‘‘open-end credit’’ as that term is de-
fined in Regulation Z. 

(e) Consumer means a natural person. 
(f)(1) Consumer credit means credit of-

fered or extended to a covered borrower 
primarily for personal, family, or 
household purposes, and that is: 

(i) Subject to a finance charge; or 
(ii) Payable by a written agreement 

in more than four installments. 
(2) Exceptions. Notwithstanding para-

graph (f)(1) of this section, consumer 
credit does not mean: 

(i) A residential mortgage, which is 
any credit transaction secured by an 
interest in a dwelling, including a 
transaction to finance the purchase or 
initial construction of the dwelling, 
any refinance transaction, home equity 
loan or line of credit, or reverse mort-
gage; 

(ii) Any credit transaction that is ex-
pressly intended to finance the pur-
chase of a motor vehicle when the cred-
it is secured by the vehicle being pur-
chased; 

(iii) Any credit transaction that is 
expressly intended to finance the pur-
chase of personal property when the 
credit is secured by the property being 
purchased; 

(iv) Any credit transaction that is an 
exempt transaction for the purposes of 
Regulation Z (other than a transaction 
exempt under 12 CFR 1026.29) or other-
wise is not subject to disclosure re-
quirements under Regulation Z; and 
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(v) Any credit transaction or account 
for credit for which a creditor deter-
mines that a consumer is not a covered 
borrower by using a method and by 
complying with the recordkeeping re-
quirement set forth in § 232.5(b). 

(g)(1) Covered borrower means a con-
sumer who, at the time the consumer 
becomes obligated on a consumer cred-
it transaction or establishes an ac-
count for consumer credit, is a covered 
member (as defined in paragraph (g)(2) 
of this section) or a dependent (as de-
fined in paragraph (g)(3) of this sec-
tion) of a covered member. 

(2) The term ‘‘covered member’’ 
means a member of the armed forces 
who is serving on— 

(i) Active duty pursuant to title 10, 
title 14, or title 32, United States Code, 
under a call or order that does not 
specify a period of 30 days or fewer; or 

(ii) Active Guard and Reserve duty, 
as that term is defined in 10 U.S.C. 
101(d)(6). 

(3) The term ‘‘dependent’’ with re-
spect to a covered member means a 
person described in subparagraph (A), 
(D), (E), or (I) of 10 U.S.C. 1072(2). 

(4) Notwithstanding paragraph (g)(1) 
of this section, covered borrower does 
not mean a consumer who (though a 
covered borrower at the time he or she 
became obligated on a consumer credit 
transaction or established an account 
for consumer credit) no longer is a cov-
ered member (as defined in paragraph 
(g)(2) of this section) or a dependent (as 
defined in paragraph (g)(2) of this sec-
tion) of a covered member. 

(h) Credit means the right granted to 
a consumer by a creditor to defer pay-
ment of debt or to incur debt and defer 
its payment. 

(i) Creditor, except as provided in 
§ 232.8(a), (f), and (g), means a person 
who is: 

(1) Engaged in the business of extend-
ing consumer credit; or 

(2) An assignee of a person described 
in paragraph (i)(1) of this section with 
respect to any consumer credit ex-
tended. 

(3) For the purposes of this defini-
tion, a creditor is engaged in the busi-
ness of extending consumer credit if 
the creditor considered by itself and to-
gether with its affiliates meets the 
transaction standard for a ‘‘creditor’’ 

under Regulation Z with respect to ex-
tensions of consumer credit to covered 
borrowers. 

(j) Department means the Department 
of Defense. 

(k) 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. 

(l) Electronic fund transfer has the 
same meaning as in the regulation 
issued by the Bureau to implement the 
Electronic Fund Transfer Act, as 
amended from time to time (12 CFR 
part 1005). 

(m) Federal credit union has the same 
meaning as ‘‘Federal credit union’’ in 
the Federal Credit Union Act (12 U.S.C. 
1752(1)). 

(n) Finance charge has the same 
meaning as ‘‘finance charge’’ in Regu-
lation Z. 

(o) Insured depository institution has 
the same meaning as ‘‘insured deposi-
tory institution’’ in the Federal De-
posit Insurance Act (12 U.S.C. 1813(c)). 

(p) Military annual percentage rate 
(MAPR). The MAPR is the cost of the 
consumer credit expressed as an annual 
rate, and shall be calculated in accord-
ance with § 232.4(c). 

(q) Open-end credit means consumer 
credit that (but for the conditions ap-
plicable to consumer credit under this 
part) is ‘‘open-end credit’’ under Regu-
lation Z. 

(r) Person means a natural person or 
organization, including any corpora-
tion, partnership, proprietorship, asso-
ciation, cooperative, estate, trust, or 
government unit. 

(s) Regulation Z means any rules, or 
interpretations thereof, issued by the 
Bureau to implement the Truth in 
Lending Act, as amended from time to 
time, including any interpretation or 
approval issued by an official or em-
ployee duly authorized by the Bureau 
to issue such interpretations or approv-
als. However, for any provision of this 
part requiring a creditor to comply 
with Regulation Z, a creditor who is 
subject to Regulation Z (12 CFR part 
226) issued by the Board of Governors 
of the Federal Reserve System must 
continue to comply with 12 CFR part 
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226. Words that are not defined in this 
part have the same meanings given to 
them in Regulation Z (12 CFR part 
1026) issued by the Bureau, as amended 
from time to time, including any inter-
pretation thereof by the Bureau or an 
official or employee of the Bureau duly 
authorized by the Bureau to issue such 
interpretations. Words that are not de-
fined in this part or Regulation Z, or 
any interpretation thereof, have the 
meanings given to them by State or 
Federal law. 

(t) Short-term, small amount loan 
means a closed-end loan that is— 

(1) Subject to and made in accord-
ance with a Federal law (other than 10 
U.S.C. 987) that expressly limits the 
rate of interest that a Federal credit 
union or an insured depository institu-
tion may charge on an extension of 
credit, provided that the limitation set 
forth in that law is comparable to a 
limitation of an annual percentage rate 
of interest of 36 percent; and 

(2) Made in accordance with the re-
quirements, terms, and conditions of a 
rule, prescribed by the appropriate 
Federal regulatory agency (or jointly 
by such agencies), that implements the 
Federal law described in paragraph 
(t)(1) of this section, provided further 
that such law or rule contains— 

(i) A fixed numerical limit on the 
maximum maturity term, which term 
shall not exceed 9 months; and 

(ii) A fixed numerical limit on any 
application fee that may be charged to 
a consumer who applies for such 
closed-end loan. 

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

(a) General conditions. A creditor who 
extends consumer credit to a covered 
borrower may not require the covered 
borrower to pay an MAPR for the cred-
it 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) Limit on cost of consumer credit. A 
creditor may not impose an MAPR 
greater than 36 percent in connection 
with an extension of consumer credit 

that is closed-end credit or in any bill-
ing cycle for open-end credit. 

(c) Calculation of the MAPR.—(1) 
Charges included in the MAPR. The 
charges for the MAPR shall include, as 
applicable to the extension of con-
sumer credit: 

(i) Any credit insurance premium or 
fee, any charge for single premium 
credit insurance, any fee for a debt 
cancellation contract, or any fee for a 
debt suspension agreement; 

(ii) Any fee for a credit-related ancil-
lary product sold in connection with 
the credit transaction for closed-end 
credit or an account for open-end cred-
it; and 

(iii) Except for a bona fide fee (other 
than a periodic rate) which may be ex-
cluded under paragraph (d) of this sec-
tion: 

(A) Finance charges associated with 
the consumer credit; 

(B) Any application fee charged to a 
covered borrower who applies for con-
sumer credit, other than an application 
fee charged by a Federal credit union 
or an insured depository institution 
when making a short-term, small 
amount loan, provided that the appli-
cation fee is charged to the covered 
borrower not more than once in any 
rolling 12-month period; and 

(C) Any fee imposed for participation 
in any plan or arrangement for con-
sumer credit, subject to paragraph 
(c)(2)(ii)(B) of this section. 

(iv) Certain exclusions of Regulation Z 
inapplicable. Any charge set forth in 
paragraphs (c)(1)(i) through (iii) of this 
section shall be included in the cal-
culation of the MAPR even if that 
charge would be excluded from the fi-
nance charge under Regulation Z. 

(2) Computing the MAPR—(i) Closed- 
end credit. For closed-end credit, the 
MAPR shall be calculated following 
the rules for calculating and disclosing 
the ‘‘Annual Percentage Rate (APR)’’ 
for credit transactions under Regula-
tion Z based on the charges set forth in 
paragraph (c)(1) of this section. 

(ii) Open-end credit—(A) In general. 
Except as provided in paragraph 
(c)(2)(ii)(B) of this section, for open-end 
credit, the MAPR shall be calculated 
following the rules for calculating the 
effective annual percentage rate for a 
billing cycle as set forth in § 1026.14(c) 
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