
  
  

        
      Skip to main content
    

    
        
      





  
  



    
		  	 

       
          
  
          
      

	
			
        
          
            [image: United States flag] 
            
            An official website of the United States government
            
              Here’s how you know
            

          

          
          
              News

              
              Español	
                          
 
            Contact Us           
                      

        

			


            
        
          [image:  ]
          
              Official websites use .gov
A
              .gov website belongs to an official government
              organization in the United States.
          

        

        
          [image:  ]
          
              Secure .gov websites use HTTPS
A
              lock ([image:  ]) 
              or https:// means you’ve safely connected to
              the .gov website. Share sensitive information only on official,
              secure websites.
          

        

      


      
        
            
              

                [image: National Credit Union Administration seal]  
                [image:  ]  
              

            
  
        

      


      
        
          [image: National Credit Union Administration seal][image:  ]
Main navigation
	About
About


            Created by the U.S. Congress in 1970, the National Credit Union Administration is an independent federal agency that insures deposits at federally insured credit unions, protects the members who own credit unions, and charters and regulates federal credit unions.
          
	Mission & Values
Mission & Values




	The NCUA Board
The NCUA Board




	Senior Leadership
Senior Leadership




	Speaker Request Form
Speaker Request Form




	Historical Timeline
Historical Timeline




	Diversity & Inclusion
Diversity & Inclusion




	Careers
Careers




	Business Opportunities
Business Opportunities




	Open Government
Open Government




	Inspector General
Inspector General








	Regulation & Supervision
Regulation & Supervision


            The NCUA protects the safety and soundness of the credit union system by identifying, monitoring and reducing risks to the National Credit Union Share Insurance Fund. Backed by the full faith and credit of the United States, the Share Insurance Fund provides up to $250,000 of federal share insurance to millions of account holders in all federal credit unions and the overwhelming majority of state-chartered credit unions.
          
	Letters to Credit Unions & Other Guidance
Letters to Credit Unions & Other Guidance




	Examination Program
Examination Program




	Rulemakings & Proposals for Comment
Rulemakings & Proposals for Comment




	Legal Opinions
Legal Opinions




	Rules & Regulations
Rules & Regulations




	Regulatory & Compliance Resources
Regulatory & Compliance Resources




	Supervisory Review Committee
Supervisory Review Committee




	Board Appeals
Board Appeals




	Corporate Credit Unions
Corporate Credit Unions




	Regulatory Reporting
Regulatory Reporting




	Manuals & Guides
Manuals & Guides




	Examination Modernization Initiatives
Examination Modernization Initiatives




	CUSO Activities
CUSO Activities








	Analysis
Analysis


            The NCUA’s economists and analysts compile data on the credit union system’s financial performance, merger activity, changes in credit union chartering and fields of membership, as well as broader economic trends affecting credit unions. Users can find information on a single credit union or analyze broader nation-wide trends.
          
	Credit Union & Corporate Call Report Data
Credit Union & Corporate Call Report Data




	Chartering & Mergers
Chartering & Mergers




	CUSO & Economic Data
CUSO & Economic Data




	Research a Credit Union
Research a Credit Union








	Support Services
Support Services


            The NCUA provides a number of support services to the credit union system, such as providing training, grants and loans, chartering, and field-of-membership services; maintaining the health and stability of Share Insurance Fund; managing the assets of failed credit unions; and providing emergency liquidity.
          
	ACCESS
ACCESS




	Credit Union Resources & Expansion
Credit Union Resources & Expansion




	Conservatorships & Liquidations
Conservatorships & Liquidations




	Share Insurance Fund
Share Insurance Fund




	Corporate System Resolution
Corporate System Resolution




	Guaranteed Notes Program
Guaranteed Notes Program




	Central Liquidity Facility
Central Liquidity Facility








	Consumers
Consumers


            The NCUA works to protect credit union members and consumers, raise awareness of potential frauds, facilitate access to affordable financial services, and educate consumers on the importance of savings and how they can improve their financial well-being.
          
	Consumer Assistance Center
Consumer Assistance Center




	Fraud Prevention Center
Fraud Prevention Center




	Share Insurance Coverage
Share Insurance Coverage




	MyCreditUnion.gov
MyCreditUnion.gov




	Credit Union Locator
Credit Union Locator




	Financial Literacy Resources
Financial Literacy Resources




	Property Appraisal and Valuation Equity (PAVE)
Property Appraisal and Valuation Equity (PAVE)








	News
News


            Stay up to date on the NCUA's activities by subscribing to the NCUA's Express messages. Read press releases, speeches, testimony, and Annual Reports. Register for upcoming conferences and events.
          
	Press Releases
Press Releases




	Speeches & Testimonies
Speeches & Testimonies




	Publications & Reports
Publications & Reports




	Board Meetings, Agendas, & Results
Board Meetings, Agendas, & Results




	Events
Events




	Enforcement Actions
Enforcement Actions




	Budget & Supplementary Materials
Budget & Supplementary Materials




	Downloadable Graphics
Downloadable Graphics









Search


[image: Show]

        

      


    
  





  
    
      
        
                        
  
    
        
    Breadcrumb

    	      
            		
                      Home
                		
      
	      
            >
            		
                      Regulation and Supervision
                		
      
	      
            >
            		
                      Legal Opinions
                		
      


  

  



                  


                

                      
Print
								
    
[image: Print page]



    Share
		
    
        [image: Facebook]
        (opens new window)
    
    
        [image: Twitter]
        (opens new window)
    
    
        [image: LinkedIn]
        (opens new window)
    
    
        [image: Email]
        (opens new window)
    

                  
        

              

    

  




  
    
    

      
      
          
  
    
      
  
Permissibility of a Share Overdraft Program



  




          


  
    
      


  

    
                    98-0721
         
        /         
                    November 1998
            




Permissibility of a Share Overdraft Program



	
      

  
    

    
          
    
            Steve Schott, Chief Financial Officer

Security Service Federal Credit Union

7323 Highway 90 West

San Antonio, Texas 78227


Re: Permissibility of a Share Overdraft Program.


Dear Mr. Schott:


The National Credit Union Administration's (NCUA) Region V Office has raised concerns about Security Service Federal Credit Union's (Security Service) overdraft protection program. The Region believes that Security Service's overdraft program is impermissible and has submitted a copy of the credit union's brochure explaining the program to our office for review. We conclude that Security Service's overdraft program is impermissible.


When a share draft is presented that will overdraw an account, a federal credit union (FCU) can: (1) return the draft for lack of sufficient funds; (2) accept the draft provided the member deposits sufficient funds to cover the overdraft before the time limits imposed for returning a draft expire; (3) accept the draft and clear the overdraft by transferring funds from another account; or (4) accept the draft and clear the overdraft by an advance of funds from a line of credit special loan plan or other agreement established with the member that complies with §701.21(c) of NCUA's regulations. See NCUA Accounting Manual §6150.7 (attached).


Security Service's overdraft protection program provides that when a share draft is presented that will overdraw a member's account, the credit union will accept the draft and clear the overdraft by an advance of up to $300. A member does not have to apply for this overdraft protection. All checking accounts used for personal and household purposes, opened for at least 90 days and in good standing, are automatically granted the overdraft protection. Once the credit union pays the share draft, a member has 30 days to bring the account to a positive balance. If the member is unable to do so within 45 days, the credit union will then offer the member a "Fresh Start Loan" that allows the member to repay the overdraft in monthly installments.


Neither the Federal Credit Union Act nor NCUA's regulations specifically address an FCU's authority to pay a share draft that will overdraw an account. However, our view is that payment of an overdraft is, in effect, a loan or line of credit to a member. As discussed in our July 7, 1997, letter to William J. Smetana, a copy of which is attached, an FCU must have some type of loan agreement in existence between it and the member and must have complied with the lending requirements in §701.21(c) of NCUA's regulations Security Service's overdraft program is impermissible because it advances up to $300 to a member to cover an account deficit without having a loan agreement in existence between it and a member. Accordingly, Security Service should redesign its overdraft protection program to comply with the lending requirements of §701.21(c).



      
    


    
    
            Sincerely,


/s/


Sheila A. Albin

Associate General Counsel


GC/NSW:bhs

SSIC 3000

98-0721


cc: Phillip R. Crider, Region V
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