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Imposition of Penalty Charges Against Member
for Draft Against Home Equity Credit Line (1)
For Less Than the Agreed Minimum Amount or {2)
That Causes the Member’s Credit Limit to be
Exceeded

Dear Mr. Sandridge:

You have asked whether a Federal credit union ("FCU’) may
include in its home equity credit line agreement a provision
which would provide for the imposition of a $15 charge when~
(1) a member’s draft drawn against the line of credit is for
an amount less than the permitted minimum; and (2) a member’s
draft causes their line of credit limit to be exceeded. The
proposed charges do not violate the FCU Act or NCUA’s Rules
and Regulations.

ANALYSIS

Neither the FCU Act nor NCUA’s Rules and Regulations
restricts an FCU’s ability to charge fees related to a loan
or line of credit that an FCU extends to a member. Section
701.21(b)(1)(i)(C) of NCUA’s Rules and Regulations (12 C.F.R.
701.21(b}(I)(i)(C)) provides that any state law purporting to
limit or affect "closing costs, application, origination, or
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other fees" relating to FCU loans or lines of credit is
preempted. The charges you describe constitute "other fees"
within the meaning of the regulation. The imposition and
amount of such fees is therefore within the discretion of an
FCU’s board of directors. As you know, applicable Regulation
Z disclosure requirements must be complied with.

Sincerely,

HATTIE M. ULAN
Assistant General Counsel
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