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neither a banking office nor an on-base cred-
it union, use the solicitation process out-
lined in §231.5(c) of this chapter, as supple-
mented by the provisions outlined in para-
graph A, above.

4. The solicitation letter shall identify the
financial services being requested and clas-
sify these services as either mandatory or
optional. In addition, the solicitation letter
shall highlight any services that will be
weighed as more important than others dur-
ing the evaluation of the proposals. Any
space consideration and terms of the pro-
posed agreement also shall be identified in
the letter.

5. The installation commander (or des-
ignee) formally shall notify the selected fi-
nancial institution and request that institu-
tion to coordinate with the proper activity
to begin any construction, modifications or
renovations necessary to open the in-store
banking office. The cognizant facility man-
agement personnel shall begin the process of
obtaining the mnecessary outgrant instru-
ments. Concurrently, the requesting DoD
Component representative and the financial
institution representative shall draft the ap-
propriate amendment to the operating agree-
ment. The amendment should contain provi-
sions regarding:

a. The roles and responsibilities of all par-
ties involved.

b. The financial services to be provided,
and

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.
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(Date)

(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; examples.

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 Administrative enforcement.

232.11 Servicemembers Civil Relief Act pro-
visions unaffected.

232.12 Effective dates.

232.13 Compliance dates.

AUTHORITY: 10 U.S.C. 987.

SOURCE: 80 FR 43606, July 22, 2015, 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 extensions of cred-
it to Service members and their de-
pendents, and to provide additional
protections relating to such trans-
actions in accordance with 10 U.S.C.
9817.

(c) Coverage. This part defines the
types of transactions involving ‘‘con-
sumer credit,” a ‘‘creditor,” and a
“‘covered borrower’’ that are subject to
the regulation, consistent with the pro-
visions of 10 U.S.C. 987. In addition,
this part:

(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 a creditor to provide to a
covered borrower a statement of the
Military Annual Percentage Rate, or
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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

§232.3

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.

(£)(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)(A) 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), (BE), 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
(2)(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”
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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.

() 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.

(0) 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).

(qa) 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
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.

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

§232.4

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

(¢) Calculation of the MAPR.—Q)
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
(¢)(2)(ii)(B) of this section.

(iv) Certain exclusions of Regulation Z
inapplicable. Any charge set forth in
paragraphs (¢)(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
(¢)(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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and (d) of Regulation Z (as if a creditor
must comply with that section) based
on the charges set forth in paragraph
(c)(1) of this section. Notwithstanding
§1026.14(c) and (d) of Regulation Z, the
amount of charges related to opening,
renewing, or continuing an account
must be included in the calculation of
the MAPR to the extent those charges
are set forth in paragraph (c)(1) of this
section.

(B) No balance during a billing cycle.
For open-end credit, if the MAPR can-
not be calculated in a billing cycle be-
cause there is no balance in the billing
cycle, a creditor may not impose any
fee or charge during that billing cycle,
except that the creditor may impose a
fee for participation in any plan or ar-
rangement for that open-end credit so
long as the participation fee does not
exceed $100 per annum, regardless of
the billing cycle in which the partici-
pation fee is imposed; provided, how-
ever, that the $100-per annum limita-
tion on the amount of the participation
fee does not apply to a bona fide par-
ticipation fee imposed in accordance
with paragraph (d) of this section.

(d) Bona fide fee charged to a credit
card account—(1) In general. For con-
sumer credit extended in a credit card
account under an open-end (not home-
secured) consumer credit plan, a bona
fide fee, other than a periodic rate, is
not a charge required to be included in
the MAPR pursuant to paragraph (c)(1)
of this section. The exclusion provided
for any bona fide fee under this para-
graph (d) applies only to the extent
that the charge by the creditor is a
bona fide fee, and must be reasonable
for that type of fee.

(2) Ineligible items. The exclusion for
bona fide fees in paragraph (d)(1) of this
section does not apply to—

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

(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.

(3) Standards relating to bona fide fees
—(i) Like-kind fees. To assess whether a
bona fide fee is reasonable under para-
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graph (d)(1) of this section, the fee
must be compared to fees typically im-
posed by other creditors for the same
or a substantially similar product or
service. For example, when assessing a
bona fide cash advance fee, that fee
must be compared to fees charged by
other creditors for transactions in
which consumers receive extensions of
credit in the form of cash or its equiva-
lent. Conversely, when assessing a for-
eign transaction fee, that fee may not
be compared to a cash advance fee be-
cause the foreign transaction fee in-
volves the service of exchanging the
consumer’s currency (e.g., a reserve
currency) for the local currency de-
manded by a merchant for a good or
service, and does not involve the provi-
sion of cash to the consumer.

(ii) Safe harbor. A bona fide fee is rea-
sonable under paragraph (d)(1) of this
section if the amount of the fee is less
than or equal to an average amount of
a fee for the same or a substantially
similar product or service charged by 5
or more creditors each of whose U.S.
credit cards in force is at least $3 bil-
lion in an outstanding balance (or at
least $3 billion in loans on U.S. credit
card accounts initially extended by the
creditor) at any time during the 3-year
period preceding the time such average
is computed.

(iii) Reasonable fee. A bona fide fee
that is higher than an average amount,
as calculated under paragraph (d)(3)(ii)
of this section, also may be reasonable
under paragraph (d)(1) of this section
depending on other factors relating to
the credit card account. A bona fide fee
charged by a creditor is not unreason-
able solely because other creditors do
not charge a fee for the same or a sub-
stantially similar product or service.

(iv) Indicia of reasonableness for a par-
ticipation fee. An amount of a bona fide
fee for participation in a credit card
account may be reasonable under para-
graph (d)(1) of this section if that
amount reasonably corresponds to the
credit limit in effect or credit made
available when the fee is imposed, to
the services offered under the credit
card account, or to other factors relat-
ing to the credit card account. For ex-
ample, even if other creditors typically
charge $100 per annum for participation
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in credit card accounts, a $400 fee nev-
ertheless may be reasonable if (relative
to other accounts carrying participa-
tion fees) the credit made available to
the covered borrower is significantly
higher or additional services or other
benefits are offered under that account.

(4) Effect of charging fees on bona fide
fees—(i) Bona fide fees treated separately
from charges for credit insurance products
or credit-related ancillary products. If a
creditor imposes a fee described in
paragraph (c)(1) of this section and im-
poses a finance charge to a covered bor-
rower, the total amount of the fee(s)
and finance charge(s) shall be included
in the MAPR pursuant to paragraph (c)
of this section, and the imposition of
any fee or finance charge described in
paragraph (c)(1) of this section shall
not affect whether another type of fee
may be excluded as a bona fide fee
under this paragraph (d).

(i1) Effect of charges for non-bona fide
fees. If a creditor imposes any fee
(other than a periodic rate or a fee that
must be included in the MAPR pursu-
ant to paragraph (c)(1) of this section)
that is not a bona fide fee and imposes
a finance charge to a covered borrower,
the total amount of those fees, includ-
ing any bona fide fees, and other fi-
nance charges shall be included in the
MAPR pursuant to paragraph (c) of
this section.

(iii) Examples. (A) In a credit card ac-
count under an open-end (not home-se-
cured) consumer credit plan during a
given billing cycle, Creditor A imposes
on a covered borrower a fee for a debt
cancellation product (as described in
paragraph (c)(1)(i) of this section), a fi-
nance charge (as described in para-
graph (¢)(1)(iii)(A)), and a bona fide for-
eign transaction fee that qualifies for
the exclusion under this paragraph (d).
Only the fee for the debt cancellation
product and the finance charge must be
included when calculating the MAPR.

(B) In a credit card account under an
open-end (not home-secured) consumer
credit plan during a given billing cycle,
Creditor B imposes on a covered bor-
rower a fee for a debt cancellation
product (as described in paragraph
(c)(1)(i) of this section), a finance
charge (as described in paragraph
(c)(1)(iii)(A)), a bona fide foreign trans-
action fee that qualifies for the exclu-

§232.5

sion under this paragraph (d), and a
bona fide, but unreasonable cash ad-
vance fee. All of the fees—including the
foreign transaction fee that otherwise
would qualify for the exclusion under
this paragraph (d)—and the finance
charge must be included when calcu-
lating the MAPR.

(5) Rule of construction. Nothing in
paragraph (d)(1) of this section author-
izes the imposition of fees or charges
otherwise prohibited by this part or by
other applicable State or Federal law.

§232.5 Optional identification of cov-
ered borrower.

(a) No restriction on method for cov-
ered-borrower check. A creditor is per-
mitted to apply its own method to as-
sess whether a consumer is a covered
borrower.

(b) Safe harbor—(1) In general. A cred-
itor may conclusively determine
whether credit is offered or extended to
a covered borrower, and thus may be
subject to 10 U.S.C. 987 and the require-
ments of this part, by assessing the
status of a consumer in accordance
with this paragraph (b).

(2) Methods to check status of con-
sumer—(i) Department database—(A) In
general. To determine whether a con-
sumer is a covered borrower, a creditor
may verify the status of a consumer by
using information relating to that con-
sumer, if any, obtained directly or indi-
rectly from the database maintained
by the Department, available at https:/
www.dmdc.osd.mil/mla/welcome.xhtml. A
search of the Department’s database
requires the entry of the consumer’s
last name, date of birth, and Social Se-
curity number.

(B) Historic lookback prohibited. At
any time after a consumer has entered
into a transaction or established an ac-
count involving an extension of credit,
a creditor (including an assignee) may
not, directly or indirectly, obtain any
information from any database main-
tained by the Department to ascertain
whether a consumer had been a covered
borrower as of the date of that trans-
action or as of the date that account
was established.

(i1) Consumer report from a nationwide
consumer reporting agency. To deter-
mine whether a consumer is a covered
borrower, a creditor may verify the
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status of a consumer by using a state-
ment, code, or similar indicator de-
scribing that status, if any, contained
in a consumer report obtained from a
consumer reporting agency that com-
piles and maintains files on consumers
on a nationwide basis, or a reseller of
such a consumer report (as each of
those terms is defined in the Fair Cred-
it Reporting Act (15 U.S.C. 168la) and
any implementing regulation (12 CFR
part 1022)).

(38) Determination and recordkeeping,;
one-time determination permitted. A cred-
itor who makes a determination re-
garding the status of a consumer by
using one or both of the methods set
forth in paragraph (b)(2) of this section
shall be deemed to be conclusive with
respect to that transaction or account
involving consumer credit between the
creditor and that consumer, so long as
that creditor timely creates and there-
after maintains a record of the infor-
mation so obtained. A creditor may
make the determination described in
this paragraph (b), and keep the record
of that information obtained at that
time, solely at the time—

(i) A consumer initiates the trans-
action or 30 days prior to that time;

(ii) A consumer applies to establish
the account or 30 days prior to that
time; or

(iii) The creditor develops or proc-
esses, with respect to a consumer, a
firm offer of credit that (among the
criteria used by the creditor for the
offer) includes the status of the con-
sumer as a covered borrower, so long as
the consumer responds to that offer
not later than 60 days after the time
that the creditor had provided that
offer to the consumer. If the consumer
responds to the creditor’s offer later
than 60 days after the time that the
creditor had provided that offer to the
consumer, then the creditor may not
rely upon its initial determination in
developing or processing that offer,
and, instead, may act on the con-
sumer’s response as if the consumer is
initiating the transaction or applying
to establish the account (as described
in paragraph (b)(3)(i) or (ii) of this sec-
tion).
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§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 covered borrower
the following information before or at
the time the borrower becomes obli-
gated on the transaction or establishes
an account for the consumer credit:

(1) A statement of the MAPR applica-
ble to the extension of consumer cred-
it;

(2) Any disclosure required by Regu-
lation Z, which shall be provided only
in accordance with the requirements of
Regulation Z that apply to that disclo-
sure; and

(3) A clear description of the pay-
ment obligation of the covered bor-
rower, as applicable. A payment sched-
ule (in the case of closed-end credit) or
account-opening disclosure (in the case
of open-end credit) provided pursuant
to paragraph (a)(2) of this section satis-
fies this requirement.

(b) Omne-time delivery, multiple credi-
tors. (1) The information described in
paragraphs (a)(1) and (a)(3) of this sec-
tion are not required to be provided to
a covered borrower more than once for
the transaction or the account estab-
lished for consumer credit with respect
to that borrower.

(2) Multiple creditors. If a transaction
involves more than one creditor, then
only one of those creditors must pro-
vide the disclosures in accordance with
this section. The creditors may agree
among themselves which creditor may
provide the information described in
paragraphs (a)(1) and (a)(3) of this sec-
tion.

(c) Statement of the MAPR—(1) In gen-
eral. A creditor may satisfy the re-
quirement of paragraph (a)(1) of this
section by describing the charges the
creditor may impose, in accordance
with this part and subject to the terms
and conditions of the agreement, relat-
ing to the consumer credit to calculate
the MAPR. Paragraph (a)(1) of this sec-
tion shall not be construed as requiring
a creditor to describe the MAPR as a
numerical value or to describe the
total dollar amount of all charges in
the MAPR that apply to the extension
of consumer credit.
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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
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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.
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(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.

(¢) 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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covered borrower when the agreement
was made.

(e) Civil liability—(1) In general. A per-
son who violates 10 U.S.C. 987 as imple-
mented by this part with respect to
any person is civilly liable to such per-
son for:

(i) Any actual damage sustained as a
result, but not less than $500 for each
violation;

(ii) Appropriate punitive damages;

(iii) Appropriate equitable or declara-
tory relief; and

(iv) Any other relief provided by law.

(2) Costs of the action. In any success-
ful action to enforce the civil liability
described in paragraph (e)(1) of this
section, the person who violated 10
U.S.C. 987 as implemented by this part
is also liable for the costs of the action,
together with reasonable attorney fees
as determined by the court.

(3) Effect of finding of bad faith and
harassment. In any successful action by
a defendant under this section, if the
court finds the action was brought in
bad faith and for the purpose of harass-
ment, the plaintiff is liable for the at-
torney fees of the defendant as deter-
mined by the court to be reasonable in
relation to the work expended and
costs incurred.

(4) Defenses. A person may not be
held liable for civil liability under
paragraph (e) of this section if the per-
son shows by a preponderance of evi-
dence that the violation was not inten-
tional and resulted from a bona fide
error notwithstanding the maintenance
of procedures reasonably adapted to
avoid any such error. Examples of a
bona fide error include clerical, cal-
culation, computer malfunction and
programming, and printing errors, ex-
cept that an error of legal judgment
with respect to a person’s obligations
under 10 U.S.C. 987 as implemented by
this part is not a bona fide error.

(5) Jurisdiction, venue, and statute of
limitations. An action for civil liability
under paragraph (e) of this section may
be brought in any appropriate United
States district court, without regard to
the amount in controversy, or in any
other court of competent jurisdiction,
not later than the earlier of:

(i) Two years after the date of dis-
covery by the plaintiff of the violation
that is the basis for such liability; or
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(ii) Five years after the date on
which the violation that is the basis
for such liability occurs.

§232.10 Administrative enforcement.

The provisions of this part, other
than §232.9(a), shall be enforced by the
agencies specified in section 108 of the
Truth in Lending Act (15 U.S.C. 1607) in
the manner set forth in that section or
under any other applicable authorities
available to such agencies by law.

§232.11 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).

§232.12 Effective dates.

(a) In general. This regulation shall
take effect October 1, 2015, except that,
other than as provided in this section
and in §232.13(b)(1), nothing in this part
shall apply to consumer credit that is
extended to a covered borrower and
consummated before October 3, 2016.

(b) Prior extensions of consumer credit.
Consumer credit that is extended to a
covered borrower and consummated
any time between October 1, 2007, and
October 3, 2016, is subject to the defini-
tions, conditions, and requirements of
this part as were established by the De-
partment and effective on October 1,
2007.

(c) New extensions of consumer credit.
Except as provided in paragraphs (d)
and (e) of this section with respect to
extensions of consumer credit under
paragraph (b) of this section (and ex-
cept as permitted by §232.13(b)(1)), the
requirements of this part that are ef-
fective as of October 1, 2015, shall apply
only to a consumer credit transaction
or account for consumer credit con-
summated or established on or after
October 3, 2016.

(d) Provisions of 10 U.S.C. 987(d)(2).
The amendments to 10 U.S.C. 987(d)(2)
enacted in section 661(a) of the Na-
tional Defense Authorization Act for
Fiscal Year 2013 (Pub. L. 112-239, 126
Stat. 1785), as reflected in §232.7(b),
took effect on January 2, 2014.
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(e) Civil liability remedies. The provi-
sions set forth in §232.9(e) shall apply
with respect to consumer credit ex-
tended on or after January 2, 2013.

§232.13 Compliance dates.

(a) In general. Except as provided in
paragraph (c) of this section, a creditor
must comply with the requirements of
this part, as may be applicable, with
respect to a consumer credit trans-
action or account for consumer credit
consummated or established on or after
October 3, 2016, not later than that
date.

(b) Safe harbors for identifying a cov-
ered borrower—(1) New safe harbors. Sec-
tion 232.5 shall apply October 3, 2016.

(2) Prior safe harbor valid until general
compliance date. The provisions relating
to the identification of a covered bor-
rower set forth in §232.5(a) of the regu-
lation established by the Department
and effective on October 1, 2007 (includ-
ing the interpretation by the Depart-
ment that provides an exception from
the safe harbor for the creditor’s
knowledge that the applicant is a cov-
ered borrower) shall remain in effect
until October 3, 2016.

(c) Limited exemption for credit card ac-
count; reservation of authority—(1) In
general. Notwithstanding §232.3(f)(1)
and subject to paragraph (c)(2) of this
section, until October 3, 2017, consumer
credit does not mean credit extended in
a credit card account under an open-
end (not home-secured) consumer cred-
it plan.

(2) Authority to issue an order to extend
exemption. The Secretary, or an official
of the Department duly authorized by
the Secretary, may, by order, extend
the expiration of the exemption set
forth in paragraph (c)(1) of this section,
until a date not later than October 3,
2018.

PART 233—FEDERAL VOTING
ASSISTANCE PROGRAM (FVAP)

Sec.
233.1
233.2
233.3
233.4
233.5
233.6

Purpose
Applicability
Definitions
Policy
Responsibilities
Procedures
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AUTHORITY: E.O. 12642; 10 U.S.C. 1566a; 52
U.S.C. 20506; 52 U.S.C. Ch. 203.

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), 52
U.S.C. Ch. 203.

(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 52 U.S.C. 20506.

[77 FR 57487, Sept. 18, 2012, as amended at 84
FR 59722, Nov. 6, 2019]

§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
the Inspector General of the Depart-
ment of Defense (IG DoD), the Defense
Agencies, the DoD Field Activities, and
all other organizational entities within
the DoD (hereinafter referred to collec-
tively as the “DoD Components’’).

(b) The Commissioned Corps of the
Public Health Service (PHS), under
agreement with the Department of
Health and Human Services, and the
Commissioned Corps of the National
Oceanic and Atmospheric Administra-
tion (NOAA), under agreement with the
Department of Commerce, and the
United States Maritime Administra-
tion (MARAD) under agreement with
the Department of Transportation. The
term ‘‘uniformed services’” refers to
the Army, the Navy, the Air Force, the
Marine Corps, the Coast Guard, and
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