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DEPOSITORY INSTITUTIONS DEREGULATION COMMITTEE

FINAL RULES

TO ALL MEMBER BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

The Depository Institutions Deregulation Committee (DIDC) has 
released final rules concerning interest rate ceilings on time and savings 
deposits and minimum deposit requirements as a result of actions taken at its 
September 30, 1983 meeting.

The final rule concerning interest rate ceilings details the changes
to eliminate interest rate differentials between commercial banks and thrift 
institutions. The final rule concerning minimum deposit requirements 
eliminates minimum deposit requirements, effective December 1, 1983, for
certain accounts held pursuant to Individual Retirement Account (IRA) and 
Keogh Plan agreements. In addition, the DIDC scheduled the elimination of the 
$2,500 minimum deposit requirement on certain short-term accounts on 
January 1, 1986.

Attached are copies of the D I D C 's final rules as submitted for
publication in the Federal Register. Questions regarding the material 
contained in this circular should be directed to the Legal Department, 
Extension 6171.

Additional copies of this circular will be furnished upon request to 
the Public Affairs Department, Extension 6289.

Sincerely yours

William H. Wallace 
First Vice President

Banks and others are encouraged to use the following incoming WATS numbers in contacting this Bank: 
1-800-442-7140 (intrastate) and 1-800-527-9200 (interstate). For calls placed locally, please use 651 plus the 
extension referred to above.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



DEPOSITORY INSTITUTIONS DEREGULATION COMMITTEE

[12 C.F.R. PART 1204]

Docket No. 0032 

Interest Rate Ceilings on Time and Savings Deposits

AGENCY: Depository Institutions Deregulation Committee.

ACTION: Final rule.

SUMMARY: The Depository Institutions Deregulation Committee
("the Committee") has amended its rules, effective January 1, 
1984, to increase the interest rate ceiling for commercial 
banks on savings accounts and on time deposits of less than 
$2,500 with maturities or required notice periods of seven to
31 days to 5-1/2 percent, the same rate ceiling applicable to 
federally-insured savings and loan associations and mutual 
savings banks. (The interest rate ceiling for NOW accounts of 
less than $2,500 and savings accounts subject to automatic 
transfers to checking accounts ("ATS accounts") will remain at 
5-1/4 percent for all depository institutions.) This action 
was taken as a result of section 326 of the Garn - St Germain 
Depository Institutions Act of 1982 (Pub. L. 97-320; 96 Stat. 
1500), which requires that all interest rate ceiling 
differentials between commercial banks and thrift institutions 
must be phased out or eliminated on or before January 1, 1984.

EFFECTIVE DATE: January 1, 1984. Certain conforming
amendments are effective January 1, 1986.

FOR FURTHER INFORMATION CONTACT: Paul S. Pilecki, Senior
Counsel, Board of Governors of the Federal Reserve System 
(202/452-3281)? Francis Rath, Attorney, Office of the 
Comptroller of the Currency (202/447-1880); Jules Bernard, 
Senior Attorney, Federal Deposit Insurance Corporation 
(202/389-4171); Robert H. Ledig, Attorney, Federal Home Loan 
Bank Eoard (202/377-7057); or Betty A. Whelchel, 
Attorney-Advisor, Treasury Department (202/566-8737).

SUPPLEMENTARY INFORMATION: Section 326(b) of the Garn-St
Germain Depository Institutions Act of 1982 ("the Act") 
requires that interest rate differentials for all categories of 
deposits or accounts between commercial banks and thrift 
institutions be phased out on or before January 1, 1984, and 
that no differential shall be maintained on or after that 
date. Section 326(d) of the Act provides that where a 
differential for a category of deposits is eliminated or 
reduced, the maximum rate of interest which shall be 
established for commercial banks shall be equal to the highest 
rate of interest which thrift institutions were permitted to 
pay on such category of deposits immediately prior to the 
elimination or reduction of such interest rate differential.



Effective October 1, 1983, the Committee eliminated
all interest rate ceilings on time deposits with maturities or 
required notice periods of 32 days or more. The elimination of 
interest ceilings on these accounts also eliminates any 
differential that existed on such accounts. The following 
table shows the remaining categories of accounts subject to an 
interest rate ceiling differential as of October 1, 1983:

Account
Interest Rate Ceiling 

Commercial Banks Thrifts

Savings

Time Deposits of 7-31 
days under $2,500

5-1/4%

5-1/4%

5-1/2%

5-1/2%

Upon elimination of the interest rate differential, the 
interest rate ceiling structure will be as follows for all 
depository institutions:

Account

NOW Accounts

NOW Accounts

ATS Accounts

Savings

Money Market 
Deposit Account

Time Deposits 
of 7-31 days

Time Deposits 
of 7-31 days

Time Deposits of
32 days or more

Deposit Size 

0 - $2,499 

$2,500 or morei/ 

All 

All

$2,500 or more!/ 

0 - $2,4991/ 

$2,500 or more!/ 

All

Interest Rate Ceiling 

5-1/4%

None

5-1/4%

5-1/2%

None

5-1/2%

None

None

1/ Effective December 1, 1983, no minimum deposit requirement 
will apply to accounts held pursuant to Individual Retirement 
Account or Keogh Plan agreements.

2/ Depository institutions may continue to issue to 
governmental units time deposits of less than $2,500 with 
maturities or required notice periods of seven to 31 days, 
subject to the current ceiling of eight percent in effect for 
such deposits.



In order to meet the statutory requirement for
removing the differential, the Committee amends its rules, 
effective January 1, 1984, to authorize commercial banks to pay 
5-1/2 percent on savings accounts and on time deposits of less 
than $2,500 with required notice periods or maturities of seven 
to 31 days. The provisions of 5 U.S.C. § 553(b) relating to 
notice and public participation have not been followed in 
connection with adoption of this amendment because the change 
involves the implementation of a statutory provision according 
to its terms. Accordingly, the Committee has determined that 
notice and public participation is unnecessary with respect to 
this action.

List of Subjects in 12 CFR Part 1204

Banks, banking

Pursuant to its authority under Title II of Public Law 
96-221 (94 Stat. 142; 12 U.S.C. § 3501 et seq. ) to prescribe 
rules governing the payment of interest and dividends on
deposits and accounts of federally instlred commercial banks, 
savings and loan associations, and savings banks, and under 
section 326 of Public Law 97-320 (96 Stat. 1500; 12 U.S.C. § 
3503 note), the Committee amends Part 1204— Interest on 
Deposits, as follows:

1. Effective January 1, 1984, by adding a new section 124 to 
read as follows:

SECTION 1204.124 —  Maximum Rate of
Interest Payable on Savings Deposits And 
Time Deposits of Less than $2,500 with
Maturities of Seven to 31 Days.

(a)(1) Except as provided in subparagraph (a)(2), a 
commercial bank, savings bank, or savings and loan association 
may pay interest on a savings deposit (as defined in 12 CFR 
217.1(e)(1) and (2) and 329.1(e)(1)) or a regular account (as 
defined in 12 CFR 526.1(d)) at a rate not to exceed 5-1/2
percent per annum.

(2) Notwithstanding subparagraph (a)(1), a
commercial bank, savings bank, or savings and loan association 
may pay interest at a rate not to exceed 5-1/4 percent on an 
account that consists only of funds in which the entire 
beneficial interest is held by one or more individuals and 
permits withdrawals to be made automatically through payment to 
the depository institution itself or through transfer of credit 
to a demand deposit or other account pursuant to written 
authorization from the depositor to make such payments or
transfers in connection with checks or drafts drawn upon the
depository institution.
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(b)(1) A commercial bank, savings bank, or savings 
and loan association may pay interest on a time deposit of less 
than $2,500 with a maturity of seven to 31 days at a rate not 
to exceed 5-1/2 percent, except that a rate not to exceed eight 
percent may be paid on such a time deposit which consists of 
funds deposited to the credit of, or in which the entire 
beneficial interest is held by, the United States, any state of 
the United States, or any county, municipality or political 
subdivision thereof, the District of Columbia, the Commonwealth 
of Puerto Rico, the Virgin Islands, American Samoa, Guam, or 
political subdivision thereof.

(2) Effective January 1, 1985, this section is
amended by removing the term "$2,500" wherever it appears and 
inserting in its place "$1,000".

2. Effective January 1, 1986, section 1204.124 is amended by 
removing "And Time Deposits of Less Than $1,000 with Maturities 
of Seven to 31 Days" from the name of the section, by removing 
paragraph (b), and by redesignating subparagraphs (a)(1) and
(a)(2) and references thereto as paragraphs (a) and (b), 
respectively.

By Order of the Committee, October 25, 1983.

tyark G. Bender
Executive Secretary



DEPOSITORY INSTITUTIONS

DEREGULATION COMMITTEE 

12 CFR Part 1204 

DOCKET NO. 0033 

MINIMUM DEPOSIT REQUIREMENTS

AGENCY: Depository Institutions Deregulation Committee

ACTION: Final Rule

SUMMARY: Effective December 1, 1983, the Depository Institutions
Deregulation Committee ("Committee") has eliminated all minimum 
deposit requirements for Money Market Deposit Accounts ("MMDA"), 
Super-NOW accounts, and seven- to 31-day time deposits held 
pursuant to Individual Retirement Account* (IRA) and Keogh Plan 
agreements. This action affects only such accounts issued, 
renewed or extended on or after that date. The Committee's 
action was taken to increase the flexibility of depository 
institutions to design deposit accounts for use by IRAs and Keogh 
plans and thereby expand IRA and Keogh investment opportunities.

In addition, the Committee established scheduled reductions to 
the current $2,500 minimum denomination requirement on the 
short-term ceilingless accounts (the "Super-NOWs", MMDAs, and 
ceilingless seven- to 31-day time deposits) for all other 
depositors. The minimum denomination requirement will be reduced 
to $1,000 effective January 1, 1985, and will be removed 
effective January 1, 1986. This action will result in the 
effective elimination of all interest rate ceilings applicable to 
deposit accounts at depository institutions.

EFFECTIVE DATE: December 1, 1983. Other amendments will be
effective January 1, 1986.

FOR FURTHER INFORMATION CONTACT: Jules Bernard, Senior Attorney,
Federal Deposit Insurance Corporation (202/389-4147)? Paul S. 
Pilecki, Senior Counsel, Board of Governors of the Federal 
Reserve System (202/452-3281)? Francis S. Rath, Attorney, Office 
of the Comptroller of the Currency (202/447-1880)? Betty A. 
Whelchel, Attorney-Advisor, Treasury Department (202/566-8737)? 
or Robert H. Ledig, Attorney, Federal Home Loan Bank Board 
(202/377-7057).



SUPPLEMENTARY INFORMATION: The Depository Institutions
Deregulation Act of 1980 (Title II of Pub. L. No. 96-221; 12 
U.S.C. § 3501, et seq.) ("DIDA") was enacted to provide for the 
orderly phaseout and the ultimate elimination of ceilings on the 
maximum rates of interest and dividends that may be paid on 
deposit accounts by depository institutions. These actions are 
to occur as rapidly as economic conditions warrant. Under the 
DIDA, the Committee is authorized to phaseout interest rate 
ceilings by any one of a number of methods including elimination 
of ceilings applicable to particular categories of accounts.

Pursuant to the DIDA, the Committee created a number of new 
accounts, either subject to ceilings at market rates or without 
ceilings, designed to gradually remove interest rate ceilings and 
increase the rate available to depositors while protecting the 
safety and soundness of depository institutions. Among these 
accounts were the 91-day account (12 C.F.R. § 1204.120), the 
seven- to ^1-day account (12 C.F.R. § 1204.121), the MMDA (12 
C.F.R. § lk04.122), and the "Super-NOW" account (12 C.F.R.
§ 1204.108(b)). All of these accounts were subject to minimum 
deposit requirements in order to protect depository institutions 
from the earnings problems that could result from sudden shifts 
of deposits from lower cost deposit accounts, such as savings 
accounts, into these higher yielding accounts.

At its June 30, 1983 meeting, the Committee eliminated, effective 
October 1, 1983, all interest rate ceilings on time deposits with 
maturities or required notice periods of 31 days or more. In 
connection with this action, the Committee postponed discussion 
and consideration of the elimination or phaseout of the $2,500 
minimum denomination requirement on the short-term ceilingless 
accounts.

In the past, the Committee has solicited comment on the 
appropriate minimum denomination for deposits not subject to an 
interest rate ceiling. On October 19, 1982 (47 Fed. Reg. 46530), 
the Committee requested public comment on features of the MMDA 
not specifically set forth in the Garn-St Germain Depository 
Institutions Act of 1982 (Pub. L. 97-320), such as the minimum 
denomination. Comments were received from over 1,400 respondents 
with approximately 1,300 commenting on the minimum balance 
requirement. Although there was no consensus on this 
requirement, about one-third of these respondents preferred 
$5,000, one-fourth favored $2,500 and one-fourth preferred no 
regulatory requirement.

On December 28, 1982 (47 Fed. Reg. 57729), comments were 
requested on a possible phaseout of the $2,500 minimum balance
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requirement on short-term deposit accounts, including the seven- 
to 31-day time deposit. Of the 365 respondents, 111 commented on 
the minimum balance question. Fifty-seven percent of these 
favored a scheduled or immediate phaseout of the minimum balance 
requirement and 43 percent recommended that the Committee retain 
a minimum denomination of $2,500.

At its September 30, 1983 meeting, the Committee eliminated, 
effective December 1, 1983, the minimum denomination on the 
short-term ceilingless accounts for IRA/Keogh-designated deposit 
accounts. The Committee also adopted a phaseout schedule for the 
$2,500 minimum denomination for the MMDA, Super-NOW, and 
ceilingless seven- to 31-day accounts. Under this schedule, the 
minimum denomination on these accounts will be decreased to 
$1,000 on January 1, 1985, and will be eliminated on January 1, 
1986. This action is consistent with the Committee's mandate to 
eliminate all interest rate ceilings by March 31, 1986.

Annual contributions to IRAs and Keogh plans may be under $2,500 
and, if so, have been precluded from earQing market rates if 
placed in a short-term account at a depository institution. For 
example, the maximum contribution to an IRA is limited to $2,000 
per year for individuals and $2,250 per year for spousal 
accounts. Therefore, the $2,500 minimum on the MMDA, Super-NOW, 
and seven- to 31-day accounts limited their use for initial 
individual or spousal IRA accounts. Similarly, the $2,500 
minimum made it difficult for depository institutions to offer 
short-term market rate accounts on periodic small contributions 
to IRA/Keogh accounts (e.g., payroll deductions).

The Committee's action increases the flexibility of depository 
institutions to design deposit accounts for use by IRAs and Keogh 
plans and thereby expands IRA/Keogh investment opportunities.

The Committee's actions are consistent with the previously noted 
purpose of establishing a minimum denomination on short-term, 
market-rate accounts, i.e., to provide depository institutions 
with some protection from abrupt and significant increases in 
their cost of funds due to depositors suddenly shifting their 
funds from low yielding accounts into higher yielding accounts. 
The Committee remains committed to controlling the risks posed by 
deposit shifts and notes that such shifts have apparently been 
relatively modest, even though survey data collected in early 
1982 suggested that the majority of total passbook deposits had 
balances iri excess of $2,500. (See Depository Institutions
Deregulation Committee Staff Paper, Reducing the $2,500 Minimum 
Balance on Short-Term Accounts to Accommodate IRA Deposits^
September 26, 1983.)



Since the Committee's action eliminating the minimum deposit 
requirement effective December lf 1983, is only applicable to 
IRAs and Keogh plans, it is extremely unlikely that this action 
will cause significant shifts from passbook accounts over the 
next year. The phaseout of minimum deposit requirements for all 
short-term ceilingless accounts beginning on January 1, 1985, may 
cause more deposit shifting out of low-rate accounts into the 
market-rate accounts than would otherwise be the case, thereby 
placing greater pressure on earnings. However, the fact that 
large volumes of passbook accounts with balances exceeding $2,500 
apparently have not yet shifted suggests that the minimum balance 
requirement may not be a significant factor in limiting the 
volume of funds transferred into short-term ceilingless accounts. 
In addition, since Congress mandated that all accounts must be 
deregulated by March 31, 1986, the potential problems associated 
with deposit shifting and the resultant pressure on earnings 
would occur on that date in any event. Phasing out the minimum 
balance requirement over time instead of postponing deregulation 
of these accounts until 1986 may reduce the potential for rapid 
deposit shifting and reduce the resultant one time impact on 
earnings that the remaining congressiondlly required interest 
rate deregulation would otherwise entail. Finally, in 
considering the impact of a reduction in the minimum balance 
requirements, it should be noted that depository institutions are 
free to establish a higher minimum denomination, if they desire.

The Committee, as required by the Regulatory Flexibility Act (5 
U.S.C. 603, et seq.), considered the potential effect on small 
entities of phasing out all minimum balance requirements and 
removing minimum balance requirements on IRA/Keogh accounts. The 
Committee's action in this regard will not impose any new 
reporting or recordkeeeping requirements. Small entities that 
are depositors should benefit from the Committee's actions since 
they will have a wider selection of market-rate instruments that 
may be used for IRA/Keogh deposits. Such entities will also 
gradually have a wider selection of market-rate instruments 
available for all deposits as the phaseout takes effect. Small 
entities that are depository institutions should also benefit 
generally from this action since they would be more competitive 
with non-depository institutions. If, however, low-yielding 
deposits shift into the accounts authorized by this regulation, 
small entities which are depository institutions may experience 
some increased costs. However, as discussed previously, the 
staff study concluded that any shift from low yielding deposits 
is likely to be manageable. The effect of such shifts may be 
attenuated by the use of a phased out elimination instead of 
allowing an abrupt deregulation of remaining deposit accounts on 
March 31, 1986.



List of Subjects in 12 CFR Part 1204 
Banks, banking

Pursuant to its authority under Title II of Pub. L. 96-221 (94 
Stat. 142? 12 U.S.C. § 3501, ejt seq.) to prescribe rules 
governing the payment of interest and dividends on deposits and 
accounts of federally insured commercial banks, savings and loan 
associations, and savings banks, the Committee amends Part 
1204-Interest on Deposits, as follows:

1. Effective December 1, 1983, section 1204.108 is amended by 
removing the language preceding paragraph (a), revising paragraph 
(a), revising the first sentence of subparagraph (b)(1), and 
adding new paragraphs (c) and (d) to read as follows:

§ 1204.108 Maximum rates of interest payable by 
depository institutions on deposits subject to 
negotiable orders of withdrawal.

(a) Commercial banks, savings arfd loan associations, and 
savings banks ("depository institutions") may pay 
interest on any deposit or account subject to negotiable 
or transferable orders of withdrawal that is authorized 
pursuant to 12 U.S.C. 1832(a) at (1) a rate not to 
exceed 5 1/4 percent per annum, or (2) as provided for 
in paragraphs (b) and (c).

(b)(1) Notwithstanding paragraph (a)(1), a depository 
institution may pay interest at any rate agreed to by 
the depositor on any deposit or account subject to 
negotiable or transferable orders of withdrawal that is 
authorized pursuant to 12 U.S.C. § 1832(a) subject to 
the conditions of this paragraph with an initial balance 
(as computed in paragraph (b)(2) of this section) of no 
less than $2,500. ***

* * * * *

(c) Notwithstanding paragraphs (a)(1) and (b), a 
depository institution may pay interest at any rate 
agreed to by the depositor on an account issued under 
paragraph (b), regardless of amount if, that account 
consists of funds deposited to the credit of, or in 
which the entire beneficial interest is held by, an 
individual pursuant to an Individual Retirement Account 
agreement or Keogh (H.R. 10) Plan established pursuant 
to 26 U.S.C. (I.R.C. 1954) 219, 401, 408 and related 
provisions.



(d) Effective January 1, 1985, this section is amended 
by striking out "$2,500" wherever it appears and 
inserting in its place "$1,000".

2. Effective January 1, 1986, section 1204.108 is amended by (1)
striking out paragraphs (b)(1), (b)(2), (b)(3), (b)(5), (c), and
(d); (2) redesignating paragraph (b)(4) as (b); and (3) revising 
paragraph (a) to read as follows: "(a) Commercial banks, savings
and loan associations, and savings banks ("depository 
institutions") may pay interest on any deposit or account subject 
to negotiable or transferable orders of withdrawal that is 
authorized pursuant to 12 U.S.C. 1832(a) at any rate agreed to by 
the depositor."

3. Effective December 1, 1983, section 1204.121 is amended by 
revising paragraph (a) and adding a new paragraph (g) to read as 
follows:

S 1204.121 Seven to 31-day time deposits

(a)(1) Commercial banks, savings banks, and savings and 
loan associations ("depository institutions") may pay 
interest at any rate as agreed to by the depositor on 
any time deposit with a maturity or required notice 
period of not less than seven days nor more than 31 days
(1) in an amount of $2,500 or more; or (ii) that 
consists of funds deposited to the credit of, or in 
which the entire beneficial interest is held by, an 
individual pursuant to an Individual Retirement Account 
agreement or Keogh (H.R. 10) Plan established pursuant 
to 26 U.S.C. (I.R.C. 1954) 219, 401, 408 and related 
provisions.

(2) Except as provided in subparagraph (a)(l)(ii), a 
depository institution shall not pay interest in excess 
of the ceiling rate for regular savings deposits or 
accounts provided for at 12 C.F.R. 1204.124(a) on any 
day the balance in a time deposit issued under this 
section is less than $2,500.

* * * * *

(g) Effective January 1, 1985, this section is amended 
by striking "$2,500" wherever it appears and inserting 
in its place p$l,000".



4. Effective January 1, 1986, section 1204.121 is amended in 
paragraph (a) by inserting a period after "31 days" and by 
removing the designation of subparagraph (1).

5. Effective December 1, 1983, section 1204.122 is amended by 
revising paragraph (a) and by adding a new paragraph (i) to read 
as follows:

S 1204.122 Money market deposit account

(a)(1) Commercial banks, savings banks, and savings and 
loan associations ("depository institutions") may pay 
interest at any rate on a deposit account as described 
in this section (i) with an initial balance of no less 
than $2,500 and an average deposit balance (as computed 
in paragraph (b) of this section) of no less than 
$2,500; or (ii) that consists of funds deposited to the 
credit of, or in which the entire beneficial interest is 
held by, an individual pursuant to an Individual 
Retirement Account agreement or JCeogh (H.R. 10) Plan 
established pursuant to 26 U.S.JE. (I.R.C. 1954) 219,
401, 408 and related provisions.

(2) Except as provided in subparagraph (a)(l)(ii) for an 
account with an average balance of less than $2,500, a 
depository institution shall not pay interest in excess 
of the ceiling rate for NOW accounts (12 CFR 
1204.108(a)(1)) for the entire computation period, as 
described in paragraph (b) of this section.

* * * * *

(i) Effective January 1, 1985, this section is amended 
by striking "$2,500" wherever it appears and inserting 
in its place "$1,000".

6. Effective January 1, 1986, paragraph (a) of section 1204.122 
is revised to read as follows: "(a) Commercial banks, savings
banks, and savings and loan associations ("depository
institutions") may pay interest at any rate on a deposit account
as described in this section."

7. Effective December 1, 1983, section 1204.123 is amended by
revising paragraph (a) to read as follows:



-14-

S 1204.123 Payment of interest on time deposits issued 
on or after October lr 1983.

(a) Notwithstanding any other provision of Part 1204, a 
commercial bank, savings bank, or savings and loan 
association may pay interest at any rate agreed to by 
the depositor on any time deposit issued, renewed, or 
extended on or after October 1, 1983, that has an 
original maturity or required notice period prior to 
withdrawal of more than 31 days.

By Order of the Committee, October 25, 198 3

Executive Secretary




