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(2) Method of providing a statement re-
garding the MAPR. A creditor may in-
clude a statement of the MAPR appli-
cable to the consumer credit in the 
agreement with the covered borrower 
involving the consumer credit trans-
action. Paragraph (a)(1) of this section 
shall not be construed as requiring a 
creditor to include a statement of the 
MAPR applicable to an extension of 
consumer credit in any advertisement 
relating to the credit. 

(3) Model statement. A statement sub-
stantially similar to the following 
statement may be used for the purpose 
of paragraph (a)(1) of this section: 
‘‘Federal law provides important pro-
tections to members of the Armed 
Forces and their dependents relating to 
extensions of consumer credit. In gen-
eral, the cost of consumer credit to a 
member of the Armed Forces and his or 
her dependent may not exceed an an-
nual percentage rate of 36 percent. This 
rate must include, as applicable to the 
credit transaction or account: The 
costs associated with credit insurance 
premiums; fees for ancillary products 
sold in connection with the credit 
transaction; any application fee 
charged (other than certain application 
fees for specified credit transactions or 
accounts); and any participation fee 
charged (other than certain participa-
tion fees for a credit card account).’’ 

(d) Methods of delivery—(1) Written dis-
closures. The creditor shall provide the 
information required by paragraphs 
(a)(1) and (3) of this section in writing 
in a form the covered borrower can 
keep. 

(2) Oral disclosures. (i) In general. The 
creditor also shall orally provide the 
information required by paragraphs 
(a)(1) and (3) of this section. 

(ii) Methods to provide oral disclosures. 
A creditor may satisfy the requirement 
in paragraph (d)(2)(i) of this section if 
the creditor provides— 

(A) The information to the covered 
borrower in person; or 

(B) A toll-free telephone number in 
order to deliver the oral disclosures to 
a covered borrower when the covered 
borrower contacts the creditor for this 
purpose. 

(iii) Toll-free telephone number on ap-
plication or disclosure. If applicable, the 

toll-free telephone number must be in-
cluded on— 

(A) A form the creditor directs the 
consumer to use to apply for the trans-
action or account involving consumer 
credit; or 

(B) A written disclosure the creditor 
provides to the covered borrower, pur-
suant to paragraph (d)(1) of this sec-
tion. 

(e) When disclosures are required for re-
financing or renewal of covered loan. The 
refinancing or renewal of consumer 
credit requires new disclosures under 
this section only when the transaction 
for that credit would be considered a 
new transaction that requires disclo-
sures under Regulation Z. 

§ 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. A 
State may not: 

(1) Authorize creditors to charge cov-
ered borrowers rates of interest for any 
consumer credit or loans that are high-
er than the legal limit for residents of 
the State, or 

(2) Permit the violation or waiver of 
any State consumer lending protection 
covering consumer credit that is for 
the benefit of residents of the State on 
the basis of the covered borrower’s 
nonresident or military status, regard-
less of the covered borrower’s domicile 
or permanent home of record, provided 
that the protection would otherwise 
apply to the covered borrower. 

§ 232.8 Limitations. 

Title 10 U.S.C. 987 makes it unlawful 
for any creditor to extend consumer 
credit to a covered borrower with re-
spect to which: 

(a) The creditor rolls over, renews, 
repays, refinances, or consolidates any 
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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. This paragraph 
shall not apply to a transaction when 
the same creditor extends consumer 
credit to a covered borrower to refi-
nance or renew an extension of credit 
that was not covered by this paragraph 
because the consumer was not a cov-
ered borrower at the time of the origi-
nal transaction. For the purposes of 
this paragraph, the term ‘‘creditor’’ 
means a person engaged in the business 
of extending consumer credit subject to 
applicable law to engage in deferred 
presentment transactions or similar 
payday loan transactions (as described 
in the relevant law), provided however, 
that the term does not include a person 
that is chartered or licensed under Fed-
eral or State law as a bank, savings as-
sociation, or credit union. 

(b) 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. 501 et seq.). 

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

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

(e) 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), the creditor may: 

(1) Require an electronic fund trans-
fer to repay a consumer credit trans-
action, unless otherwise prohibited by 
law; 

(2) Require direct deposit of the con-
sumer’s salary as a condition of eligi-
bility for consumer credit, unless oth-
erwise prohibited by law; or 

(3) If not otherwise prohibited by ap-
plicable law, take a security interest in 
funds deposited after the extension of 
credit in an account established in con-
nection with the consumer credit 
transaction. 

(f) The creditor uses the title of a ve-
hicle as security for the obligation in-
volving the consumer credit, provided 
however, that for the purposes of this 
paragraph, the term ‘‘creditor’’ does 
not include a person that is chartered 
or licensed under Federal or State law 
as a bank, savings association, or cred-
it union. 

(g) 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. For the purposes of this para-
graph only, the term ‘‘creditor’’ shall 
not include a ‘‘military welfare soci-
ety,’’ as defined in 10 U.S.C. 1033(b)(2), 
or a ‘‘service relief society,’’ as defined 
in 37 U.S.C. 1007(h)(4). 

(h) 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. 

§ 232.9 Penalties and remedies. 
(a) Misdemeanor. A creditor who 

knowingly violates 10 U.S.C. 987 as im-
plemented 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 part or which con-
tains one or more provisions prohibited 
under 10 U.S.C. 987 as implemented by 
this part 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 
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