
 

   

 Military Lending Act – Questions and Answers 
  COLLECTIONS Are we able to place an automatic hold on a member's deposit account on past due MLA loans? 

No, not if the account contained funds that were deposited prior to the extension of credit covered by 
the MLA. The MLA regulation provides that a creditor may take a security interest in funds deposited 
after the extension of credit in an account established in connection with a consumer credit transaction. 
 
What about a collection action?  If a MLA loan is seriously past due, can we take funds from an 
account that was opened BEFORE the loan? 
We are not entirely certain at this time. However, the answer seems to be that you can’t take funds 
from an account that were deposited prior to the extension of credit under the MLA.  
  CONSENSUAL SECURITY INTERESTS AND STATUTORY LIENS Didn't the new guidance suggest we have a statutory lien on shares? 
Yes, question #18 of the DOD’s guidance provides that nothing in the MLA impedes a creditor from 
exercising a statutory right to take a security interest in funds deposited by the borrower. However, the 
guidance goes on to say that the statutory lien must not otherwise be prohibited by applicable law and 
the creditor must comply with the MLA regulation. The MLA regulation provides that a creditor may take 
a security interest in funds deposited after the extension of credit in an account established in 
connection with a consumer credit transaction.  
 
Thus, the guidance seems to be contradictory to the verbiage of the regulation itself. As a result, CUNA 
is of the opinion that a credit union may only exercise a statutory right of offset against funds deposited 
after the extension of credit in an account established in connection with the transaction. In its letter to 
the NCUA dated September 16th, CUNA has asked for further clarification on this topic.  
 
In the interpretive rule, question #17 focuses on there being no prohibition against a covered 
borrower granting deposit funds as a security interest to a loan, commonly known as Share- and CD-
Secured loans. For these types of loans, is it permissible under the rule to take a security interest in an 
account opened at any time, or with funds deposited at any time, without regard to the timing of the 
loan transaction? If that’s not the case, would it then be true to say that significant order-of-
operations concerns exist in regard to the timing of account opening and to the deposit of funds to be 
used as security? 
Question #17 of the DOD’s interpretive guidance provides that the MLA does not prohibit a creditor 
from taking a security interest in a borrower’s checking, savings or other financial account provided that 
it is not otherwise prohibited by applicable law AND the creditor complies with the MLA regulation. The 
MLA regulation provides that a creditor may take a security interest in funds deposited after the 
extension of credit in an account established in connection with a consumer credit transaction.  
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As a result, CUNA is of the opinion that a consensual security interest (share-secured or CD-secured 
loan) may only be granted if funds are deposited after the extension of credit in a separate account 
established in connection with the transaction. So yes, there are significant order of operations 
considerations for your credit union in complying with the consensual security interest provisions of the 
MLA.  
 
Can we fund a share secured loan, if the funds are already in the account? 
No. CUNA is of the opinion that in order for the consensual security interest to be lawful under the MLA, 
the funds must be deposited after the extension of credit and in a separate account established in 
connection with the transaction.  
 
Are we to understand that share secured loans are ok but the funds used for the share secured loan 
can't be deposited until AFTER the loan is made?  
A consensual security interest is permitted under the MLA so long as the funds are deposited after the 
extension of credit and in a separate account established in connection with the transaction.  
 When doing a certificate secured loan, do we need to first close the certificate and then open a new 
certificate at the time of loan consummation? 
The MLA permits a security interest so long as funds are deposited after the extension of credit and in a 
separate account established in connection with the transaction. Neither the rule nor the DOD’s 
interpretive guidance provides any insight as to if the MLA’s “after” requirement means that funds must 
be deposited from an outside source after the extension of credit. CUNA is seeking additional 
clarification on this issue. However, the most conservative approach at this time would be to require any 
funds pledged as collateral for a share-secured loan be deposited from outside the credit union, after 
the extension of credit, in a separate account established in connection with the covered transaction.  
 
I guess the interplay between rule Q's 17 & 18 is where my question lies in regard to both share/cd 
loans and overall statutory lien/right of setoff. What takes precedence in these situations? Statutory 
lien/right of setoff, or order-of-ops restrictions as outlined in 232.8(e)(3)? 
Since the DOD’s interpretive guidance re: statutory liens appears to be in direct conflict with the MLA’s 
actual requirements, CUNA is seeking further clarification on this topic. In its letter to the NCUA dated 
September 16th, CUNA asks NCUA to: 

“Clarify its interpretation of DOD’s guidance on statutory liens. The guidance indicates that 
nothing in the MLA regulation prohibits a creditor from exercising a statutory lien right. 
However, the regulation provides that a security interest may only be taken in funds deposited 
in a separate account established in connection with the transaction and after the loan is made. 
We ask how NCUA will address this apparent conflict during the examination process.”  
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CO-SIGNORS AND GUARANTORS Are cosigners/guarantors covered under the act? 
Cosigners and guarantors are likely not covered by the rule since the rule covers Servicemembers on 
active duty or dependents of Servicemembers on active duty.  
 
 CREDIT-RELATED ANCILLARY PRODUCTS What exactly is a credit-related ancillary product? What are some examples of such a product? Unfortunately, neither the MLA rule nor the DOD’s interpretive guidance provides us with examples of what constitutes a credit-related ancillary product. In its letter to the NCUA dated September 16th, CUNA asked for clarification on what products would be considered credit-related ancillary products and thus subject to being included in the MAPR calculation.   Do dealer credit related ancillary products apply to MLA when the member is purchasing from a dealer? Remember that motor vehicle purchase loans are exempt from the MLA so long as the credit transaction is expressly intended to finance the purchase of a motor vehicle and the credit is secured by the vehicle being purchased. As a result, a purchase loan at a dealership would likely not fall within the scope of the MLA rule.   If Mechanical Breakdown protection is an ancillary product can we do separate unsecured loan to finance this product? Neither the rule nor the guidance provide any discussion on this issue. However, we believe that a separate loan to finance the cost of any ancillary product is likely to be viewed by the DOD as an attempt to avoid compliance with the MLA rule.   DETERMINING COVERED BORROWER STATUS Does the MLA require that we run every single application through the database? 
The language of the MLA does not expressly require you to check every loan application against the 
DOD’s database. You would not be required to determine covered borrower status for a loan type that 
meets one of the exemptions (residential mortgage loan, motor vehicle purchase, personal property 
purchase). In addition, nothing in the MLA expressly requires a credit union to use a specific method to 
determine covered borrower status. However, checking the DOD database or relying on an indicator of 
active duty status on the borrower’s consumer credit report are the only two safe harbor methods 
available under the rule.  
 
Will the DOD database show covered borrower status for dependents? How can we determine a 
dependent’s eligibility without having the SSN of the military person? 
Yes. The DOD database will allow a credit union to input identifying information to determine if the 
active duty Servicemember (or qualifying spouse or dependent) is eligible based on meeting one of the 
following criteria: 

 Is on active duty; 
 Is the covered member’s spouse;  
 Is the covered member’s child; or 
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 Is an individual for whom the covered member provided more than ½ of their support.   To determine covered borrower status, you would need the borrower’s SSN for input into the DOD 
database. You would likely have this information since you would also be pulling a consumer credit 
report for the individual.  
 
Is there a charge to use the DOD MLA Database? 
There is no fee to utilize the DOD’s MLA database. However, the three major credit reporting agencies 
are working on direct connect solutions to automatically populate their consumer credit reports with 
information from the database. There may be a fee for these direct connect solutions. Please contact 
your credit union’s provider for more information.  
 If someone applies, but loan isn't complete until 2 weeks later, would we need to check their status 
again? 
No. The MLA provides that a covered borrower check is good for a period of 30 days. Section 232.5 of 
the rule says a creditor may make the determination at the time the consumer initiates the transaction 
or applies to establish the account or 30 days prior to that time.  
 
If we determine a borrower is no longer covered after loan consummation and go about business that 
way, then are we obligated to check periodically to see if they become a covered borrower again 
within the loan term? 
No. The MLA only requires the credit union to determine covered borrower status at the time the 
member becomes obligated on a consumer credit transaction or establishes an account for consumer 
credit.  
 
Question #10 of the DOD’s interpretive guidance provides that a credit union may periodically review 
the DOD’s MLA database to determine whether a previously covered borrower retains that status. So if 
the member loses covered borrower status during the term of the loan, the credit union is no longer 
obligated to provide MLA protections to them. If that same member again becomes a covered borrower 
during the term of the existing loan, the credit union would be under no obligation to again extend MLA 
protections to them as the rule only requires the creditor to determine covered borrower status at or 
before consummation.  
 
Are all credit bureaus required to identify active duty military after October 3rd, or is it the 
Servicemembers responsibility to notify them? 
There are two different ways your credit union may utilize a member’s consumer credit report to 
determine active duty status. The first is by looking for an indicator of active duty status on the report. 
This indicator is placed on the report at the direction of the Servicemember. It remains on the report for 
a period of one year and may be extended for an additional year if the member’s active duty service is 
continuing. The second method is to take advantage of a direct connect option if available from your 
consumer report provider. The three major reporting agencies (Equifax, Experian and TransUnion) have 
all indicated they are working on direct connections to the DOD’s MLA database. As a result, a member’s 
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consumer report would be flagged if the DOD database shows that they have covered borrower status. 
Please contact your consumer report provider for more information about this direct connect option.  
  HYBRID PURCHASE / CASH OUT TRANSACTIONS There was some concern regarding dealer purchases with negative equity, is there any chance this 
loan becomes covered because of the negative equity included in the amount financed? 
Yes, per question #2 in the DOD’s interpretive guidance, it is likely that a purchase transaction in which 
the borrower carries over negative equity would no longer qualify for the purchase money exemption. 
The guidance provides as follows: A hybrid purchase money and cash advance loan is not expressly 
intended to finance the purchase of property, because the loan provides additional financing that is 
unrelated to the purchase. Any credit transaction that provides purchase money secured financing with 
additional cash out is not eligible for the exemption and must comply with the provisions set forth in the 
MLA regulation.  
 
In its letter to the NCUA dated September 16th, CUNA is asking for clarification as to whether or not 
negative equity does indeed amount to “cash out”.  
 
If I had a borrower bring negative equity I can still do loan provided I give notice. Is this correct? 
If the covered borrower takes cash out to cover negative trade equity, as discussed above, the loan is 
likely no longer eligible for the purchase money exemption under the MLA. As a result, the loan would 
be a covered transaction. This would require: 

 A cap of 36% on the MAPR charged to the borrower; 
 Additional disclosures; and  
 Certain loan product limitations.   Wouldn't ancillary products on a dealer purchase make the loan a hybrid loan and thus covered under 

MLA? 
It is not likely that the purchase of ancillary products in connection with a motor vehicle purchase loan 
would make the loan a covered transaction. The MLA specifically exempts motor vehicle purchase loans 
from its requirements if the proceeds of the loan are being used expressly for the purchase of a motor 
vehicle and the loan is secured by the motor vehicle being purchased. The loan only loses this exemption 
in the case of cash out. If the ancillary products being purchased are directly related to the motor 
vehicle being purchased, it is unlikely this would be considered cash out.  
 In the trade-in w/ negative equity scenario discussed, wouldn't the fact that a trade-in is an integral 
part of the transaction to purchase the new vehicle thereby extend the same exemption protection to 
the transaction? 
This is the argument in support of allowing hybrid purchase money/cash out loans to retain their 
exemption from the MLA’s requirements. However, the DOD’s interpretive guidance says that a loan 
that provides additional financing that is unrelated to the purchase loses its exemption. A conservative 
interpretation of this language suggests that the money being used to pay off an existing loan secured 
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by the motor vehicle being traded in would be “additional financing that is unrelated to the purchase.” 
In that case, the new loan would lose its exemption and be subject to the requirements of the MLA.  
 
 LOANS CONCESSIONS AND/OR DENIALS If the GAP or MRC fees make the MAPR over the 36%, do we tell the member they cannot finance this 
product or do we have to make accommodations so they can get the product? 
The MLA guidance states that a creditor may waive sufficient fees or finance charges to reduce the 
MAPR to 36% or below. Other solutions such as refusing to permit the covered borrower to purchase 
the specific product, may create potential liability for the creditor. 
 
Would not offering a product to a covered borrower as a result of an excessive MAPR create any 
UDAAP concerns in CUNA's opinion? 
CUNA is of the opinion that refusing to offer ancillary products and/or credit protection products to 
certain borrowers could expose the credit union to a potential UDAAP claim or possible fair lending 
concerns. Unfair practices are those that cause or are likely to cause substantial injury to a consumer 
with that injury being not reasonably avoidable by the consumer. Refusal to offer these products could 
meet the definition of an unfair practice. In addition, any time a credit union does not apply consistent 
lending practices to all borrowers it at least increases the potential that the credit union could be the 
subject of a fair lending claim.  
 
Am I understanding that on an open end loan we can calculate the MAPR before the statement cut off 
and make the necessary adjustments to finance charges and fees to make sure we are not over 36%? 
That is correct. Question #3 of the DOD’s interpretive guidance addresses this question on point. It 
provides that nothing in the MLA prevents a credit union from complying with the 36% MAPR restriction 
by waiving fees or finance charges at the end of (or earlier) a billing cycle for open-end credit.  
  LOANLINER® DOCUMENTATION The MAPR is not on the CUNA Mutual Group LOANLINER documents. Should it be? 
The MLA does not require the numerical value of the MAPR to be disclosed. It only requires the credit 
union to provide the borrower with a statement of the MAPR. The statement of the MAPR is located on 
page 2.  
 
When are we going to receive our new documents? 
Credit unions will start receiving updated standard documents prior to the October 3rd effective date. 
Given the amount of effort required to update the documents in a short period of time, customized 
documents may not be received until after October 3rd.  
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Are MLA documents that I ordered months ago and worked with my LOS provider to map no longer in 
compliance?  
Your current documents are in compliance. The MLA covered borrower documents are being updated 
with language to allow credit unions to originate a share secured loan on a covered borrower and to 
include the notice of right to impress the statutory lien.  
 
Our loan documents contain a cross collateralization clause. Will this be a problem for covered loans?  
It may. LOANLINER’s MLA borrower documents include additional language in the cross collateral 
provision so that the security interest may not be used in a way that is prohibited by Federal and/or 
state laws.  
 
Specifically, shares in non-MLA loans cannot be used to secure an MLA loan. MLA shares may be used to 
secure other loans. So if you have LOANLINER’s MLA documents, the cross collateralization clause is not 
a problem for covered loans.  
 
On the LOANLINER document NGX010-e.  Where is the MAPR disclosed on page 2? 
The MLA does not require the numerical value of the MAPR to be disclosed. It only requires the credit 
union to provide the borrower with a statement of the MAPR. Therefore, the MAPR isn’t on your 
LOANLINER documents. The MLA disclosure is located on page 2.  
 
What is CUNA doing about disclosures for land loans? 
Please contact us at loanliner@cunamutual.com and we can discuss this with you.  
  MAPR CALCULATION What about DMV fees if they are included in the loan? 
Reg. Z Section 1026.4(e) provides that certain security interest charges, if itemized and disclosed, such 
as taxes and fees prescribed by law that will be paid to public officials for determining the existence of 
or perfecting, releasing, or satisfying a security interest may be excluded from the finance charge.  
If such fees are excluded from the finance charge under Reg. Z, they are not required to be included in 
the calculation of the MAPR under the MLA. 
 
Has it been determined if auto insurance, if its required, needs to be included? 
While it is not clear from the MLA rule or the accompanying interpretive guidance whether 
comprehensive/collision insurance premiums should be included in the MAPR, CUNA is of the opinion 
that they are not included.  
 
The DOD has said that the reason for including credit insurance and debt cancellation premiums in the 
MAPR calculation is to discourage their sale. DOD believes these products are not suitable for a covered 
borrower because the military already provides insurance or other benefits that would adequately 
provide financial resources to the Servicemember should an event of coverage (e.g. disability) occur. 
Since there is no evidence that the military similarly provides comprehensive/collision coverage to 
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Servicemembers, it is unlikely the DOD would want to discourage their sale. Thus, these premiums likely 
would not be included in the MAPR.  
 
We allow our members to skip a payment twice per year and charge a fee for that service.  Would that 
be included in the MAPR? 
Yes, skip payment fees are finance charges under Reg. Z. The MLA rule requires finance charges under 
Reg. Z to be included in the calculation of the MAPR. 
 
When a borrower closes on a loan we do not know if they will skip payments or not.  We charge $30 
per skip with a maximum of 2 per year. How could we calculate the MAPR not knowing how many 
skip payments and fees the borrower will choose? 
On a closed-end loan a skip payment fee would only be included in the calculation of the MAPR if the 
fee were charged to the member’s account or paid by the member at or before consummation. A skip 
payment fee that is charged after consummation, would not be included in the calculation of the MAPR. 
On an open-end loan, the skip payment fee would be included in the calculation of the MAPR for the 
billing cycle in which the skip payment fee is charged to the member’s account or paid by the member. 
 
Where in the MLA regulation does it indicate that fees such as skip-a-pay, that is not assessed during 
the origination process, is part of the MAPR calculation? 
Section 232.4(b) of the MLA rule states that for open-end credit, an MAPR greater than 36% may not be 
imposed during any billing cycle. Therefore, the MAPR must be calculated during each billing cycle for an 
open-end loan. The MAPR would include interest, as well as other finance charges under Reg. Z and 
other fees and charges as required by the rule, that are charges during any billing cycle. 
 
Can we exclude our life/disability protection from the MAPR calculation since it’s not a single 
premium? 
No. The MLA makes no distinction between single premium or monthly premium credit life and/or 
disability insurance. Both would be included in the MAPR calculation as indicated by this language in the 
final rule: The charges for the MAPR shall include – 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.  
 
Can we exclude our loan origination fee from the MAPR calculation?   
No. The MAPR must include, among other things, any application fee, finance charge or fee imposed for 
participation in the credit plan. The only fee exclusion provided for in the rule is an application fee 
charged by a Federal credit union making a PAL (payday alternative loan) so long as the application fee is 
not charged more than once during any rolling 12-month period.  
 
When will the MAPR calculator work? 
You will need to check with your credit union’s LOS (loan origination system) provider to determine 
when their MAPR calculator will be operational.  
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How do we calculate the MAPR?  Is there a special calculator online somewhere? 
The MAPR must include the following:  

 Any credit insurance premium or debt cancellation fee;  
 Any fee for a credit-related ancillary product;  
 Any finance charge;  
 Any application fee; and  
 Any fee imposed for participation in a consumer credit plan.   Check with your credit union’s LOS (loan origination system) provider to determine whether they will 

offer an MAPR calculator solution.  
 
If the member asks, do we have to disclose the MAPR? 
The MLA does not require the numerical value of the MAPR to be disclosed. It only requires the credit 
union to provide the borrower with a statement of the MAPR. 
 
If we are in a state that does not allow us to charge more than 18% interest rate on loans, as long as 
insurance and GAP costs do not exceed the amount of total finance charges, will that be sufficient to 
demonstrate an MAPR calculation that does not exceed 36%? 
Not necessarily. Remember that the MAPR calculation must include: 

 Any credit insurance premium or debt cancellation fee;  
 Any fee for a credit-related ancillary product;  
 Any finance charge;  
 Any application fee; and  
 Any fee imposed for participation in a consumer credit plan.   So there may be other costs in addition to insurance and/or GAP coverage that will need to be included 

in the MAPR calculation to determine that it does not exceed 36%.  
 
If a covered loan product is a revolving line, how can we accurately calculate a MAPR? 
Section 232.4 of the MLA provides that 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 Section 
1026.14(c) and (d) of Regulation Z based on the charges set forth in (c)(1) of this section.”  
 
Is force placed insurance allowed during the course of the loan? 
This question is asking whether force-placed insurance is included in the MAPR calculation. CUNA is of 
the opinion it is not.  
 
Per Section 1026.4 of Regulation Z, insurance premiums are only included in the APR if the insurance is 
written in connection with the transaction. The commentary to this section provides that insurance sold 
after consummation is not considered written in connection with the transaction if the insurance is 
written because of the consumer’s default (for example, by failing to obtain or maintain required 
property insurance).  
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Our CDI/CL insurance is not added to the loan balance monthly.  It is placed in a bucket to be collected 
during the next payment.  Does this become part of the MAPR calculation? 
Yes. The MLA provides that the MAPR shall include 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.  
 
If ancillary products are paid out of pocket, do they still need to be included in the MAPR? 
Yes. The MLA provides that any fee for a credit-related ancillary product sold in connection with the 
credit transaction must be included in the MAPR calculation.  
  MLS VS. SCRA Is this replacing the SCRA? 
No, the MLA (Military Lending Act) and SCRA (Servicemembers Civil Relief Act) are two entirely different 
rules. By way of reminder, the main provisions of the SCRA include: 

 A maximum interest rate of 6% on loans already in existence at the time the member is called to active duty. This 6% cap remains in place for the entire time the Servicemember is on active duty and for an additional 12 months for real estate secured loans.  
 A prohibition against foreclosing on a Servicemember’s home while they are on active duty and for a period of 12 months following their return.    ORAL DISCLOSURES What if the member is out on active duty in another country or at sea and we are doing the loan via 

email/DocuSign? We would be unable to disclose to them orally.  
The MLA rule provides that oral disclosures may be given in-person or by way of a toll-free telephone 
number. In the instance when you have a borrower who is remote, your credit union could consider 
providing that borrower with a toll-free telephone number to call and obtain the statement of the MAPR 
and a clear description of the payment obligation.  
 
Do we have to give the statement of MAPR to the member orally in person, over the phone or must 
we have an 800 number with recording? 
The MLA provides that oral disclosure of the statement of MAPR and a clear description of the required 
payment may be provided in two ways: 

 In person; or 
 Via a toll-free telephone number that is provided to the covered borrower for that purpose.   

On the toll free number recording do we only provide the "statement of the MAPR" or do we need to 
provide specific account details? 
In addition to the statement of MAPR, the MLA requires that the credit union also provide orally a clear 
description of the requirement payment. This may be done in person or via a toll-free telephone 
number provided to the borrower for that purpose.  
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For oral disclosures via a toll-free number, must the disclosures be available 24/7/365? 
The MLA guidance clarifies that the oral disclosures via a toll-free number must be available from the 
time the creditor provides the toll-free number to the covered borrower in a loan application or loan 
document. 
 
What if we don't have a toll free number? Do we have to set up one exclusively for that? 
No, not necessarily. The MLA rule requires that a creditor provide the oral disclosures in person to all 
covered borrowers, or in the alternative, provide a toll free number for the member to call in to receive 
the oral disclosures. 
 
Is CUNA developing (or planning to develop) an oral disclosure script that CUs can use to comply with 
the rule, either during in-person disclosures or when provided via a toll-free line, recorded or 
otherwise? 
No, CUNA has no plans to develop an oral disclosure script. It is unlikely that such a script would be 
beneficial to credit unions across the board. Remember, your credit union is required to provide the 
following orally: 

 A statement of the MAPR; and 
 A clear description of the required payment obligation.   

The statement of the MAPR has already been scripted by DOD and is as follows:  
 
Federal law provides important protections to members of the Armed Forces and their dependents 
relating to extensions of consumer credit. In general, the cost of consumer credit to a member of the 
Armed Forces and his or her dependent may not exceed an annual 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 participation fees for a credit card 
account). 
 

 
A clear description of the payment obligation cannot be scripted as it may change from borrower to 
borrower.  
 
On the oral disclosure do you have to state it to all borrowers or stating it just to one of the borrowers 
is ok? 
The MLA provides that oral disclosures must be provided to a “covered borrower”. Covered borrower 
for purposes of the MLA includes: 

 A covered member; and  
o A member of the armed forces serving on active duty 

 The dependent of a covered member 
o Including a spouse, child, parent or other unmarried person 
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 Thus, CUNA is of the opinion that the oral disclosures must be provided to each covered borrower. 
Assume a covered transaction is extended to a married couple. The wife is serving on active duty in the 
armed forces. She is a covered member by definition and must be provided the oral disclosures. In 
addition, her husband is a covered borrower by definition (spouse) and must also be provided the oral 
disclosures.  
 
Can closed end and open end payment method be included in the same oral disclosure? 
It’s difficult to see how a closed-end payment method and open-end payment method could be included 
in the same oral disclosure. A closed-end payment method disclosure may read “60 payments of 
$265.00 each beginning November 1, 2016” whereas an open-end payment method disclosure may read 
“Your monthly payment will be calculated based on 3% of your outstanding balance at the close of the 
previous billing cycle.” If your credit union is planning on providing the oral disclosures via an 800 
number, you may want to consider having the member select option 1 to listen to closed-end 
disclosures and option 2 to listen to open-end disclosures.  
  OVERDRAFT PROGRAMS Would payment of an overdraft be covered by the MLA regulation? 
The DOD addressed applicability of the MLA to overdraft programs in question #1 of its interpretive 
guidance issued in August. An overdraft program would be subject to the MLA if it meets the following 
requirements: 

 It is offered to a covered borrower;  
 The credit is extended primarily for personal, family or household purposes;  
 It is used to pay an item that overdraws an account and results in a fee or charge to the covered borrower; and  
 Payment of the overdraft and imposition of the fee was previously agreed to in writing.   Thus, it would seem that determining whether your overdraft program is subject to the MLA would be 

primarily dependent upon whether or not the covered borrower previously agreed to the program in 
writing.  
  PERSONAL PROPERTY What is the definition of personal property? Does this include RVs, boats, golf carts, etc.?  
What does/does not constitute personal property is a matter of state law in your jurisdiction. CUNA 
recommends that credit unions seek the advice of local counsel to determine what meets the definition 
of personal property in your state.  
 
If we would be refinancing a personal property loan (i.e. boat, RV, ATV) this would be covered 
correct? 
Yes, regardless of what is classified as personal property in your jurisdiction, a refinance of that loan 
would be subject to the MLA. The personal property purchase exemption is only for loans expressly 
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intended to finance the purchase of personal property and secured by the personal property being 
purchased. In this case, the purpose of the loan is to refinance an existing debt, not to purchase the 
personal property.  
 
What about point of purchase (indirect) programs for purchase of home appliances, lawn mowers, 
etc.? 
These transactions may be eligible for the personal property purchase exemption available under the 
MLA. If home appliances, lawn mowers, etc. are classified as personal property according to the laws of 
your jurisdiction, if the credit transaction is expressly for the purchase of that personal property and is 
secured by the personal property being purchased, the loan would not be subject to the MLA.  
  PURCHASE VS. REFINANCE TRANSACTIONS Our credit union actively does a lot of refinancing of competitor’s auto loans. Are these loans exempt? 
No, these refinance transactions would be subject to the MLA. The purchase money exemption is 
limited to “credit transactions expressly intended to finance the purchase of a motor vehicle.” The 
purpose of the refinance is to pay off an existing loan, not to purchase the motor vehicle.  
 
Would a "vehicle lease buy out" be excluded under the MLA? 
The MLA rule doesn’t specifically mention “vehicle lease buy outs,” however, it seems likely that a 
vehicle lease buy out would be considered a vehicle purchase money loan, and as long as the loan offers 
no cash out, the loan would be excluded from MLA coverage.  
 
 RECORDKEEPING If you are using the DoD database to check the status, do we have to print a copy of the database 
results or can we write down the certificate # they provide for covered borrowers? 
The MLA rule is not prescriptive as to how you must document your determination of covered borrower 
status. It simply states that the credit union is required to timely create and thereafter maintain a record 
of the information obtained.  
  SCOPE OF THE RULE Is there a requirement to re-disclose an MAPR if we granted an auto loan and were unable to perfect 
the title and converted the auto loan to an unsecured loan? 
Assuming the covered borrower applied for a motor vehicle secured purchase money loan; however, 
due to perfection issues the credit union instead loaned the funds on an unsecured basis, the loan 
would be subject to the MLA. The exemption for motor vehicle purchase loans is for credit transactions 
expressly intended to finance the purchase of a motor vehicle when the credit is secured by the vehicle 
being purchased. Since the loan is not secured by the vehicle being purchased, it would no longer qualify 
for the exemption and would be subject to the requirements of the rule.  
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Is a regular signature loan exempt if the member uses the funds to purchase something?  
An unsecured signature loan would not be exempt from the requirements of the MLA. In order to 
qualify for the purchase money exemption (either motor vehicle or personal property), the loan must be 
expressly intended to finance the purchase of that property AND secured by the property being 
purchased.  
 
Does the MAPR apply to closed end lending? 
In most cases yes. The MLA applies to consumer credit, which is all credit offered or extended to a 
covered borrower primarily for personal, family or household purposes that is subject to a finance 
charge or payable by a written agreement in more than four installments. Some loans are exempt from 
the MLA however. These include: 

 Residential mortgage loans;  
 A loan for the purchase of and secured by a motor vehicle; and 
 A loan for the purchase of and secured by personal property.   Is the MLA rule only for open end lending? 

Not necessarily. The scope of the MLA is discussed above and may include both closed-end and open-
end accounts. However, with regards to open-end lending, credit card accounts are not covered by the 
rule until October 3, 2017.  
 
Can you state the scope of dependents of covered members again?  
The dependents of covered members also eligible for MLA protections include: 

 Spouse;  
 Child;  

o Under 21 years of age (or under 23 years of age if enrolled in college full-time) 
 Parent; and  

o That resides with the covered member and is dependent upon the covered member for more than ½ of their support  
 Other unmarried person 

o Under 21 years of age (or under 23 years of age if enrolled in college full-time) AND 
o Resides with the covered member and is dependent upon the covered member for more than ½ of their support   Would new construction loan as a primary home...would this be covered? 

No. The MLA provides several exemptions for loans that would not be subject to its requirements. This 
includes a residential mortgage loan, 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.  
 
Are land loans covered by the MLA regulation?   
Yes. It is likely the land loan is subject to the MLA as it does not meet the exemption for “credit 
transaction secured by an interest in a dwelling”.  
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Would solar loans secured by a HUD1 be exempt? 
If the solar equipment was defined as personal property under state law, and the loan was for the 
purpose of purchasing such equipment and the solar equipment secured the underlying loan, then it 
may be exempt from the MLA under the personal property purchase money exemption. However, 
typically personal property includes items such as jewelry, furniture and home appliances. 
 
We have an annual holiday loan that is an unsecured loan for $1,000, 12-month term, no credit check, 
18%, no fees, and is available to everyone.  Would this type of loan be exempt? 
No, this loan would not be exempt. It meets the definition of consumer credit as provided in the rule 
and does not qualify for one of the exemptions (residential mortgage, motor vehicle purchase loan or 
personal property purchase loan). As a result, for this transaction you would need to: 

 Ensure the MAPR charged does not exceed 36% 
 Provide both written and oral disclosures as identified in the MLA; and 
 Ensure the loan meets the product limitation requirements as identified in the MLA.    SUBSEQUENT ACTION If GAP or MRC fees are added to the loan a few months after the loan was originated, do we need to 

include it in the MAPR? 
You would not have to include fees or charges for these products in the calculation of the MAPR for 
closed-end loans, but would have to include fees or charges for these products in the calculation of the 
MAPR for open-end loans in the billing cycle in which the fees or charges appear. 
 
When adding a product such as debt protection to an existing loan, does an MAPR need to be 
calculated? 
This depends on whether the loan is closed-end or open-end. The MAPR calculation for closed-end 
credit only requires your credit union to include those fees and charges that occur at or before 
consummation. So the addition of debt protection to an existing closed-end loan would not require 
recalculation of the MAPR. However, the addition of debt protection to an existing open-end loan would 
require recalculation of the MAPR during the billing cycle in which the debt protection coverage is 
added.  
 
 OTHER / MISCELLANEOUS Is there a sample MLA policy available for credit unions to view? 
CUNA does not have a sample MLA policy.  
 


