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New Department of Defense Database Eases  

Military Lending Act Compliance 
 

Last year the Department of Defense (DoD) 

published a rule amending its regulation 

under the Military Lending Act, codified at 

10 U.S.C. 987 (MLA), which governs 

consumer loans made to active duty service 

members and their spouses and dependents. 

Covered creditors, at a minimum, will have 

to determine the status of loan and account 

applicants, stay within a 36% military 

annual percentage rate (“MAPR”) cap, 

provide separate MLA disclosures, and 

abide by other restrictions.  

 

To help creditors determine whether 

applicants are covered, the DoD has made a 

database available accessible through the 

internet or by direct connection.
1
 Unlike the 

SCRA database which only identifies active 

duty personnel and their dates of service, the 

DoD’s database also identifies active duty 

service members’ spouses and dependents. 

The ABA has reported that batched inquiries 

to the DoD website may take 24 hours to 

process. Responses to individual inquiries 

are expected to be immediate. Creditors may 

also check one of the nationwide consumer 

reporting agencies (which have reported that 

the information will be an “add-on” to credit 

reports). Note that information about 

                                                           
1
 A direct connection is available by 

application to the DoD and it should be able 

to handle large batch inquiries faster than 

through a website connection. For 

information, users are asked to send an 

email to  

dodhra.dodc-mb.dmdc.mbx.mla@mail.mil.  

dependents under 18 will not be available 

through the credit reporting agencies.  

 

A creditor is entitled to a safe harbor if they 

timely create and thereafter maintain a 

record of the status information obtained 

from either the database or CRA. A record 

could include, for example, a screen shot 

from the database or a copy of the credit 

report.  

 

This Bulletin is a summary of most 

provisions of the revised rule, but not all. 

Specifically it does not cover provisions on 

small dollar term loans, which most banks 

do not offer. The full text of the rule is 

available at: 

https://www.gpo.gov/fdsys/pkg/FR-2015-

07-22/pdf/2015-17480.pdf. Information 

about the DoD database is available at 

https://mla.dmdc.osd.mil/. 

 

Background on the MLA 

 

The MLA is separate from the more familiar 

Soldiers and Sailors Relief Act (“SSRA”), 

and is not intended to supersede or 

otherwise modify the SSRA. Compliance 

with both statutes is concurrent. The primary 

purpose of the MLA is to limit the amount 

of interest that a creditor may charge on 

consumer credit. Prior to its amendment, the 

rule applied only to credit that most banks 

did not offer, such as payday loans, vehicle 

title loans, and refund anticipation loans. 

The amended rule extends MLA protections 

to a broader range of closed-end and open-

https://www.gpo.gov/fdsys/pkg/FR-2015-07-22/pdf/2015-17480.pdf
https://www.gpo.gov/fdsys/pkg/FR-2015-07-22/pdf/2015-17480.pdf
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end credit products, offers another means to 

ascertain covered borrower status, modifies 

required disclosures, and adds further 

restrictions and enforcement mechanisms.  

 

The MLA mirrors the Truth in Lending Act 

in its coverage of consumer loans and 

reference to an annual percentage rate but 

there are differences. Similar to TILA and 

Regulation Z, the MLA applies to credit 

offered or extended to a covered borrower 

primarily for personal, family, or household 

purposes, and that is subject to a finance 

charge or payable by a written agreement in 

more than four installments. Excluded are 

residential mortgages (including home 

equity loan, line of credit, or reverse 

mortgage), and vehicle and personal 

property purchase money loans. The 

definition includes overdraft lines of credit 

and deposit advance products, but not 

overdraft protection services.   

 

The requirement to determine covered 

borrower status applies when: 

 

 an applicant initiates a transaction or 30 

days prior to that time; 

 an applicant applies to establish the 

account or 30 days prior to that time; or 

 the creditor develops or processes a 

“firm offer of credit” as long as the 

consumer responds to the offer within 60 

days.  

 

A creditor may not ascertain status from the 

DoD’s database after the borrower has 

already entered into a transaction or 

established an account. On the other hand, 

once a person is no longer a covered person, 

the MLA no longer applies. For example, a 

person who obtains covered status after 

having obtained a covered loan two years 

earlier is not subject to the MLA. However 

if that person then applies for a new covered 

loan, the MLA applies as to that loan (but 

not the prior loan). If the person 

subsequently leaves service, then the MLA 

no longer applies to the person’s previously 

covered (i.e., the second) loan.   

 

The MLA’s key restriction is the 36% 

MAPR cap, which differs from a Regulation 

Z APR in important ways. The MAPR 

includes additional fees that are not finance 

charges under Regulation Z. These include 

certain fees associated with a covered loan, 

namely, application fees; annual fees; fees 

and premiums for credit protection and other 

credit-related ancillary products. Certain 

“bona fide” fees may be excluded if they are 

“reasonable.” 

 

The rule includes detailed standards for 

determining what is reasonable with respect 

to certain fees. As to credit card fees for 

example, the fee must be compared to those 

typically imposed by other creditors for 

similar products. As a safe harbor, a credit 

card fee is deemed bona fide if it is no 

higher than the average fee charged by five 

or more creditors offering at least $3 billion 

in domestic outstanding credit card debt.  

 

Creditors also have to provide covered 

applicants with a MLA disclosure “before or 

at the time the borrower becomes obligated 

on the transaction or establishes an account 

for the consumer credit.” A model 

disclosure is provided.
2
 The disclosure must 

                                                           

2
 The model reads: “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%. 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 
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be furnished in writing and orally. Oral 

disclosures may be furnished to the 

borrower in person or through a toll-free 

telephone number. Where applicable, the 

number must be included on a “form the 

creditor directs the consumer to use” to 

apply for a loan or open an account. If two 

or more creditors are involved in a 

transaction, disclosures are only required by 

one of them. 

 

The disclosure must include a “statement of 

the MAPR,” the required Regulation Z 

disclosure, and “a clear description of the 

payment obligation” (this can be satisfied by 

a payment schedule for closed-end credit or 

account opening disclosure for open end 

credit).  

 

The rule also establishes standards and 

limitations on covered loans’ non-financial 

terms. It specifically prohibits enforcement 

of arbitration agreements; any waivers of 

“the right to legal recourse”; imposition of 

“onerous legal notice provisions”; 

prepayment penalties; and demands of 

“unreasonable notice” of legal action,” and 

other terms.  

  

The enforcement provisions of the MLA are 

draconian. A knowing violation of the 

regulation is subject to fines and 

imprisonment for up to one year. A violation 

of any provision of the MLA can void an 

agreement from its inception, and the 

creditor can be sued for damages, including 

punitive damages, and attorneys fees, but at 

any rate is subject to not less than $500 per 

violation. Plus a violation of Regulation Z 
                                                                                       

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).”  

involving a MLA-covered product is also a 

violation of the MLA. 

 

A creditor will be unable to avoid 

complying with the MLA unless it makes no 

covered consumer loans at all. It is not 

enough if the MAPR on its loans (inclusive 

of the additional fees) is well below 36% 

because it still has to comply with the 

disclosure requirement. Moreover, it has to 

ensure that the loan includes none of the 

prohibited terms. The meanings of some of 

these restrictions are vague and thus fraught 

with uncertainty. In many cases compliance 

may entail delaying account opening or 

when a transaction may be initiated until the 

applicant’s status is confirmed. A big 

challenge may be how to avoid slowing 

down these processes globally in order to 

comply with respect to a few. One option 

may be to review all covered loan products 

and consider establishing procedures to 

comply with all of the elements of the MLA 

for all covered loans regardless of the status 

of the customer. 

  

The rule took effect on October 1, 2015, but 

does not apply until October 3, 2016, except 

that credit card accounts are not covered 

until October 3, 2017 unless extended for 

one year. 

 

   Leland Chan 

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice.  Please consult with your 

counsel for more detailed information applicable to your 

institution. 
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