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(12 C FR  217)

As amended effective January 1, 1971

REGULATION Q

INTEREST ON DEPOSITS*

S E C T IO N  217 .0— SC O PE  O F  P A R T

(a )  T his [Part] is issued u nder au tho rity  o f 
provisions o f section 19 o f the F edera l R eserve 
A ct w hich, together w ith  related  provisions of 
law, are cited in the [A ppendix].

(b )  T his P a rt relates to  the paym ent o f de
posits and  in terest thereon  by m em ber banks of 
the F ed era l R eserve System  and  no t to  the  com 
pu ta tion  and  m ain tenance o f the reserves w hich 
m em ber banks are  requ ired  to  m ain ta in  against 
deposits. T he rules concern ing  reserves of m em ber 
banks are  con ta ined  in P a rt 204 o f this chapter.

(c) T he provisions of this P a rt do n o t apply 
to any deposit w hich  is payable only  a t an office 
o f a m em ber bank  located  outside o f the S tates of 
the U n ited  S tates and  the D istric t o f C olum bia.

S E C T IO N  217 .1— D E F IN IT IO N S

(a) Dem and deposits. T he te rm  “any  deposit 
w hich is payable on dem and” , here in afte r re fe rred  
to  as a “dem and deposit” , includes every deposit 
w hich is no t a  “tim e deposit” o r “savings deposit” , 
as defined in this section.

(b) Tim e deposits. T he term  “tim e deposits” 
m eans “tim e certificates o f deposit” and  “tim e 
deposits, open accoun t” , as defined in this section.

(c) Time certificates of deposit. T he term  “tim e 
certificate o f deposit” m eans a deposit evidenced 
by a negotiable o r non-negotiab le  in strum en t 
w hich provides on its face th a t the am oun t of 
such deposit is payable to  b earer o r to  any speci
fied person o r to his o rder:

(1) O n a certa in  date, specified in the in s tru 
m ent, n o t less th an  30 days a fte r da te  of the 
deposit, or

(2) A t the exp iration  o f a certa in  specified 
tim e n o t less th an  30 days a fte r the  date  o f the 
instrum ent, or

(3) U pon  no tice  in w riting  w hich is actually  
requ ired  to  be given n o t less th an  30 days before 
the  date  of rep ay m en t,1 and

(4) In  all cases only upon  p resen ta tion  and 
su rren d er o f the  in strum ent.

(d) Tim e deposits, open account. T h e term  
“ tim e deposit, open acco u n t” m eans a deposit, 
o ther than  a “tim e certificate of deposit”, w ith 
respect to  w hich there  is in fo rce  a w ritten  con 
tra c t w ith  the deposito r th a t ne ither the w hole 
n o r any  p a rt of such deposit m ay be w ithdraw n, 
by  check or otherw ise, p rio r to  the  date o f m a tu 
rity , w hich shall be n o t less th an  30 days after 
the date  of the deposit,2 or p rio r to  th e  exp ira

* The text corresponds to the Code of Federal Regula
tions, Title 12, Chapter II, Part 217; cited as 12 CFR 217. 
The words “this Part”, as used herein, mean Regulation Q.

1A  deposit with respect to which the bank merely re
serves the right to require notice o f not less than 30 days 
before any withdrawal is made is not a “time certificate of 
deposit” within the meaning of the above definition.

2 Deposits, such as Christmas club accounts and vacation 
club accounts, which are made under written contracts 
providing that no withdrawal shall be made until a certain 
number of periodic deposits have been made during a 
period of not less than 3 months constitute “time deposits, 
open account”, even though some of the deposits are made 
within 30 days from the end of the period.
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§ 217.1 REGULATION Q

tion  of the period  o f notice w hich m ust be given 
by the  deposito r in w riting  no t less than  30 days 
in  advance o f w ithd raw al.3

(e) Savings deposits. T he te rm  “savings deposit” 
m eans a deposit—

(1) w hich consists o f funds deposited  to the 
cred it o f one o r m ore individuals, o r o f a  co rp o 
ra tion , association, o r o th e r o rgan iza tion  opera ted  
prim arily  fo r religious, ph ilan th rop ic , charitab le , 
educational, fra te rna l, o r o th e r sim ilar purposes 
and  no t opera ted  fo r p ro fit;4 o r in w hich the 
en tire  beneficial in terest is held  by one o r m ore 
individuals o r by such a co rpo ra tion , association, 
o r o ther organization ; and

(2) w ith respect to w hich the deposito r is not 
requ ired  by the  deposit co n trac t b u t m ay at any 
tim e be requ ired  by the  b an k  to give no tice  in 
w riting  o f an in tended  w ithdraw al no t less than  
30 days befo re  such w ithdraw al is m ade 5 and 
w hich is n o t payable  on a specified date o r a t the 
exp ira tion  o f a specified tim e a fte r the date  of 
deposit.

(f) D eposits as including certain promissory 
notes and other obligations. F o r the purposes of 
this P art, the  te rm  “deposits” also includes a 
m em ber b an k ’s liability  on  any prom issory  note, 
acknow ledgm ent o f advance, due bill, o r sim ilar 
obligation  (w ritten  o r oral) th a t is issued o r u n d e r
taken  by a m em ber bank  principally  as a m eans 
of ob ta in ing  funds to  be used in  its banking 
business, except any such obligation  that:

(1) is issued to  (or u ndertaken  w ith respect to) 
and  held  fo r the accoun t o f (i) a bank  o r an 
ins titu tion  the  tim e deposits o f w hich are  exem pt 
from  § 217.7  p u rsu an t to § 217.3(g) o r (ii) an 
agency o f the  U n ited  States o r the G overnm en t 
D evelopm ent B ank fo r P u erto  Rico;

(2) evidences an  indebtedness arising  from  a 
tran sfe r o f d irec t obligations of, o r obligations

s A  deposit with respect to which the bank merely re
serves the right to require notice o f not less than 30 days 
before any withdrawal is made is not a “time deposit, 
open account”, within the meaning of the above definition.

4 Deposits in joint accounts of two or more individuals 
may be classified as savings deposits if they meet the other 
requirements of the above definition, but deposits of a 
partnership operated for profit may not be so classified.
Deposits to the credit o f an individual o f funds in which 
any beneficial interest is held by a corporation, partner
ship, association, or other organization operated for profit 
or not operated primarily for religious, philanthropic, 
charitable, educational, fraternal, or other similar purposes 
may not be classified as savings deposits.

& The exercise by the bank of its right to require such 
notice shall not cause the deposit to cease to be a savings 
deposit.

th a t a re  fully  guaran teed  as to principal and 
in terest by, the U nited  S tates o r any agency 
thereo f th a t the bank  is obligated  to repurchase;

(3) ( i)  bears on  its face, in bold-face type, the 
follow ing:

“This obligation is not a deposit and is not
insured by the Federal D eposit Insurance
Corporation”;

states expressly th a t it is subord inated  to the 
claim s o f deposito rs and  ineligible as co lla teral fo r 
a loan by the  issuing bank; is unsecured; has an 
orig inal m a tu rity  of 7 years or m ore; is in  an 
am oun t o f at least $500; and has been approved 
by the C om ptro ller of the C urrency , in the case 
of a national bank, o r by the B oard of G overnors, 
in the case o f a State m em ber bank, as an addition  
to the b an k ’s capital struc tu re ; o r (ii) m eets all 
o f the requ irem en ts in the preced ing  clause except 
m atu rity  and  w ith respect to w hich the C om p
tro ller, in the case of a na tional bank, o r the 
B oard, in the case of a State m em ber bank , has 
determ ined  th a t exigent circum stances requ ire  the 
issuance o f such obligation w ithout regard  to the 
provisions o f this P a rt; o r  (iii) was issued or 
publicly  offered before June  30, 1970, w ith an 
orig inal m atu rity  o f m ore than  2 years; or

(4) arises from  a borrow ing  by a m em ber bank 
from  a dealer in securities, fo r one business day, 
o f p roceeds of a tran sfe r of deposit cred it in a 
F edera l R eserve B ank (or o ther im m ediately avail
able funds), com m only  re fe rred  to as “F ederal 
fun d s” , received by such dealer on  the date of 
the loan  in connection  w ith clearance o f securi
ties transactions.
T his p a rag raph  shall not, how ever, affect (i) 
any ins trum en t issued before June 27, 1966, or
(ii) any instrum en t th a t evidences an indeb ted 
ness arising  from  a tran sfer of assets under re 
purchase  agreem ent issued before July 25, 1969.

(g) M ultiple maturity time deposit. T he term  
“m ultip le m atu rity  tim e deposit” m eans any tim e 
deposit (1) th a t is payable at the deposito r’s option  
on  m ore than  one date, w hether on a specified 
date  o r at the expiration  of a specified tim e after 
the date  o f deposit (e.g., a deposit payable at the 
op tion  of the  deposito r e ither th ree  m onths or 
six m onths a fte r the date o f deposit), (2) th a t is 
payable a fte r w ritten  notice of w ithdraw al, or
(3) w ith respect to  w hich the underly ing in s tru 
m ent o r co n trac t o r any in form al understand ing  
o r agreem ent provides fo r au tom atic  renew al at 
m aturity .
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REGULATION Q § § 217.2-217.3

S E C T IO N  217 .2— D E M A N D  D E PO SIT S

(a) Interest prohibited. E xcep t as p rov ided  by 
section 19 o f the Federa l R eserve A ct, no  m em ber 
bank  o f the F edera l R eserve System  shall, d irectly  
o r indirectly , by any device w hatsoever, pay any 
in terest on  any dem and deposit.

(b) M eaning o f interest. W ithin  this P art, any 
paym ent to o r fo r the  accoun t o f any depositor 
as com pensation  fo r the use o f funds constitu ting  
a deposit shall be considered interest.

S E C T IO N  217 .3— IN T E R E S T  O N  T IM E  
A N D  SA V IN G S D E P O SIT S

(a) M axim um  rate. E xcep t as prov ided  in this 
section, no  m em ber bank  shall, d irectly  o r in 
d irectly , by any device w hatsoever, pay  in terest 
on  any tim e o r savings deposit at a ra te  in excess 
o f such applicable m axim um  ra te  as the  B oard  of 
G overnors o f the  F edera l R eserve System  shall 
p rescribe from  tim e to tim e in § 217.7. In  as
certa in ing  the ra te  o f in terest paid , the effects 
of com pound ing  o f in terest m ay be d isregarded.

(b) M odification o f contracts to conform  to 
regulation. N o  certificate of deposit o r o ther con 
trac t shall be renew ed o r ex tended unless it be 
m odified to  confo rm  to the provisions o f this P art, 
and every  m em ber bank  shall take such action 
as m ay  be necessary , as soon as possible con 
sistently  w ith  its con trac tua l obligations, to bring 
all o f its ou tstand ing  certificates o f deposit or 
o ther con trac ts into confo rm ity  w ith the p rov i
sions o f this P art.

(c) Member banks limited to maximum rate for 
State banks. T he ra te  o f in terest paid  by a m em ber 
bank  upon  a tim e deposit o r savings deposit shall 
no t in any case exceed (1) the applicable m axi
m um  ra te  p rescribed  p u rsu an t to the provisions 
of p a rag raph  (a) o f this section, o r (2) the app li
cable m axim um  ra te  au thorized  by law  to be paid 
upon  such deposits by State banks or trust com 
panies organ ized  u n d er the  law s of the S tate in 
w hich such m em ber bank  is located , w hichever 
m ay be less.

(d) Grace periods in computing interest on sav
ings deposits. A  m em ber bank m ay pay in terest 
on  a savings deposit received during  the first 10 
calendar days o f any ca lendar m on th  at the 
applicable m ax im um  ra te  p rescribed p u rsuan t to 
parag raph  (a) o f this section  calcu lated  from  the 
first day  o f such ca lendar m on th  until such de
posit is w ithdraw n or ceases to constitu te  a savings

deposit under the provisions o f this P art, w h ich 
ever shall first occur; and a m em ber bank  m ay 
pay  in terest on  a savings deposit w ithd raw n  d u r
ing its last 3 business days o f any ca lendar m onth  
ending a regu lar quarterly  o r sem iannual in terest 
period  a t the applicable m axim um  ra te  prescribed  
p u rsuan t to  p a rag raph  (a) o f th is section  ca l
culated  to the end of such ca lendar m onth .

(e) Computation o f interest. In  the com pu ta tion  
o f sim ple daily  interest, the tim e fac to r should  be 
expressed as a frac tion  in w hich the actual n um ber 
o f days the funds earn  in terest is the num era to r, 
and the denom inato r is e ither 360, 365, or, in a 
leap year, 366. H ow ever, w hen a deposit m atures 
in one m on th  (or m ultip les thereof), the  bank  m ay 
use 30 days in the n um era to r (or correspond ing  
m ultip les thereof).

(f) N o interest after maturity or expiration of 
notice. A fte r the date  o f m atu rity  o f any tim e 
deposit, such deposit is a dem and deposit, and 
no in terest m ay be paid on such deposit fo r  any 
period  subsequent to such date. A fte r the exp ira
tion  of the  period  o f notice given w ith respect 
to the repaym ent of any tim e deposit or savings 
deposit, such deposit is a dem and deposit and  no  
in terest m ay  be paid  on  such deposit fo r any 
period  subsequent to  the exp iration  o f such notice, 
except that, if the ow ner o f such deposit advise 
the bank  in w riting  th a t the deposit will no t be 
w ithd raw n  p u rsu an t to such notice o r th a t the 
deposit will th e rea fte r again be sub ject to the 
con trac t o r requ irem en ts applicable to such de
posit, the deposit will again  constitu te  a tim e 
deposit o r savings deposit, as the case m ay be, 
a fte r the date upon  w hich such advice is received 
by the  bank.

(g) Tim e deposits of foreign governmental en
tities and international organizations. Section 217.7 
does no t apply to the ra te  of in terest th a t m ay be 
paid by a m em ber bank  on a tim e deposit having 
a m atu rity  of 2 years o r less and  rep resen ting  
funds deposited  and ow ned by (1) a fo reign  n a 
tional governm ent, o r an agency o r in s trum en
tality  thereo f 5a engaged p rincipally  in  activities 
w hich are o rd inarily  perfo rm ed  in the  U nited  
States by governm ental entities, (2) an in te rn a
tional en tity  of w hich the U n ited  S tates is a 
m em ber, o r (3) any o ther foreign , in ternational,

sa Other than States, provinces, municipalities or other 
regional or local governmental units, or agencies or 
instrumentalities thereof.
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§ § 217.3-217.4-217.5 REGULATION Q

o r sup ranationa l en tity  specifically designated  by 
the B oard as exem pt from  § 217.7. A ll certificates 
o f deposit issued by m em ber banks to  such en ti
ties on w hich the  co n trac t ra te  of in te rest exceeds 
the m axim um  prescribed  u n d er § 217.7  shall p ro 
vide th a t (1) in the  event o f tran sfe r, the da te  of 
tran sfer, a ttested  to  in w riting  by the  tran sfe ro r, 
shall appear on the certificate, and  (2) the  m ax i
m um  ra te  lim itations of § 217.7  in effect a t the 
date of issuance of the  certificate shall apply  to  
the  certificate fo r any period  during  w hich it is 
held  by a person  o ther th an  an  en tity  exem pt 
there from  u nder the  fo regoing  sen tence.0 U pon 
the p resen tm en t o f such a certificate fo r paym ent, 
the  bank  m ay  pay  the ho lder the c o n trac t ra te  
of in terest on the deposit fo r the tim e th a t the 
certificate w as actua lly  ow ned by an  en tity  so 
exem pt.

S E C T IO N  217 .4— P A Y M E N T  O F  T IM E  

D E P O S IT S  B E F O R E  M A T U R IT Y

(a) Time deposits payable on a specified date.
N o  m em ber bank  shall pay  any tim e deposit, 
w hich is payab le  on a specified date , befo re such 
specified date, except as p rov ided  in parag raph
(d) of this section.

(b) Time deposits payable after a specified 
period. N o  m em ber b an k  shall pay  any tim e 
deposit, w hich is payable  at the  exp ira tion  of a 
ce rta in  specified period , befo re  such specified 
period has expired, except as p rov ided  in p a ra 
graph  (d) of this section.

(c) Time deposits payable after a specified 
notice. N o m em ber b an k  shall pay  any tim e 
deposit, w ith  respect to  w hich  no tice is requ ired  
to  be given a certain  specified period  befo re  any 
w ithdraw al is m ade, un til such requ ired  notice 
has been given and  the specified period  thereafte r 
has expired, except as prov ided  in p a rag raph  (d) 
o f th is section.

(d) Payment in emergencies. In  an em ergency 
w here it is necessary  to  p reven t g reat hardsh ip

8 A  new certificate not maturing prior to the maturity 
date of the original certificate may be issued by the 
member bank to the transferee, in which event the original 
must be retained by the bank. The new certificate may not 
provide for interest after the date o f transfer at a rate in 
excess of the applicable maximum rate authorized by 
§ 217.7 as o f the date o f issuance o f the original certificate.

to  the deposito r, a m em ber bank  m ay  pay before 
m atu rity  a tim e deposit or the po rtion  thereo f 
necessary  to  m eet such em ergency: Provided, 
T h a t befo re  m aking  such paym ent the deposito r 
shall sign an  app lica tion  describ ing fully the c ir
cum stances constitu ting  the em ergency w hich is 
deem ed to  justify  the  paym ent o f the  deposit 
before  m atu rity , w hich app lication  shall be ap 
proved  by an  officer of the bank  w ho shall certify  
that, to  the best of his know ledge and  belief, the 
sta tem ents in the app lication  are true. Such app li
cation  shall be re ta ined  in the  b a n k ’s files and 
m ade available to  the  exam iners au thorized  to  
exam ine the bank . W here  a tim e deposit is paid  
before  m a tu rity  the  deposito r shall fo rfe it accrued  
and unpaid  in terest fo r a period  o f no t less th an  
3 m onths on the am oun t w ithdraw n if an  am oun t 
equal to  the am o u n t w ithdraw n has been on 
deposit 3 m on ths or longer, and  shall fo rfe it all 
accrued  and  unpaid  in terest on the am oun t w ith
draw n if an am oun t equal to  the  am oun t w ith 
draw n has been on deposit less th an  3 m onths. 
W hen a p o rtion  of a  tim e certificate o f deposit 
is paid  befo re  m atu rity , the  certificate shall be 
canceled  and  a new  certificate shall be issued for 
the unpaid  po rtion  o f the  deposit w ith the sam e 
term s, ra te , date, and m atu rity  as the original 
deposit.

(e) Loans upon security of time deposits. A
m em ber bank  m ay m ake a loan to  the deposito r 
upon  the  security  of his tim e deposit p rovided 
th a t the ra te  o f in terest on such loan shall be 
no t less th an  2 p e r cen t per annum  in excess of 
the ra te  of in terest on the tim e deposit.

S E C T IO N  217 .5— W IT H D R A W A L  

O F  SA V IN G S  D E PO SIT S

(a) Requirements regarding notice of with
drawal. W hether or n o t in terest is paid, no m em 
ber shall requ ire  or w aive notice o f w ithdraw al 
as to  any am oun t o r percen tage of the  savings 
deposit of any deposito r unless it shall sim ilarly 
requ ire  o r w aive such notice as to  the sam e 
am o u n t o r percen tage o f the savings deposits of 
every o ther deposito r w hich are  sub ject to  the 
sam e co n trac tu a l provisions w ith  respect to  notice 
o f w ithdraw al. I f  a m em ber bank , w ithou t req u ir
ing no tice of w ithdraw al, pays in terest th a t has
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REGULATION Q § 217.5-217.6

accrued  on a savings deposit du ring  the p reced ing  
in terest period, it shall, upon  request and w ithou t 
requ iring  such notice , pay  in terest th a t has ac
c rued  during  said period  on  the  savings deposits 
o f every o ther depositor. N o  m em ber bank  shall 
change its p rac tice  w ith  respect to  the  requ iring  
or w aiving of notice o f w ithdraw al of savings 
deposits fo r the  pu rpose  o f d iscrim inating  in 
favor of o r against any deposito r or depositors, 
and  no such change o f p ractice  shall be m ade 
except p u rsu an t to  duly  reco rded  ac tion  of the 
b an k ’s b oard  o f d irec to rs or a p roperly  au thorized  
com m ittee  thereof.

(b) Loans on security of savings deposits. If  it 
is n o t the p rac tice  o f a m em ber bank  to  requ ire  
notice o f w ithdraw al of savings deposits, no  
restric tions are im posed by this P a r t upon  loans 
by such bank  to  its depositors upon  the security  
of such deposits. I f  it is the  prac tice  of a m em ber 
bank  to  requ ire  notice o f w ithdraw al o f a savings 
deposit, such b an k  m ay m ake loans to  a depositor 
upon  the security  of such deposit, bu t the ra te  of 
in terest on such loans shall be no t less th an  2 per 
cent p e r annum  in excess of the  ra te  of in terest 
pa id  on such deposit.

(c) Manner of payment of savings deposits.
(1) Subject to  the  provisions o f subparagraph
(2) of this parag raph , a m em ber bank  m ay perm it 
w ithdraw als to  be m ade from  a savings deposit 
only th rough  p a y m e n t7 to  th e  deposito r him self 
(but no t to  any  o ther person  w hether or n o t acting  
fo r the  depositor), except

(i) w here the deposit is rep resen ted  by a pass
book, to  any person  p resen ting  the passbook; 7

(ii) to  an  executor, adm in istra to r, trustee, or 
o ther fiduciary  holding the  savings deposit as p a rt 
o f a fiduciary  estate, o r to  a person, o ther than  
the bank , holding a general pow er o f a tto rney  
gran ted  by the  depositor;

(iii) to  any person, including the bank , th a t 
has ex tended cred it to  the deposito r on  the  secu
rity  of the savings deposit, w here such paym ent 
is m ade in order to  enable the cred ito r to  realize 
upon  such security;

(iv) p u rsu an t to  the  o rder o f a  co u rt of com 
peten t jurisd iction ;

7 Payment from a savings deposit or presentation of a 
passbook may be made over the counter, through the 
mails, or otherwise.

(v) up o n  the  dea th  o f the  deposito r, to  any 
person  au thorized  by law  to  receive the deposit; or

(vi) in terest paid  to  a th ird  person  p u rsu an t to 
w ritten  instruction  or assignm ent by the  deposito r 
accep ted  by the  bank , and p laced on file therein .

(2) N o tw ithstand ing  the  provisions o f su b p ara 
graph  (1) o f this parag raph , no  w ithdraw al shall 
be perm itted  by  a m em ber bank  to  be m ade from  
a savings deposit, th rough  paym en t to  the  b an k  
itself o r th rough  tran sfe r of cred it to  a dem and 
o r o ther deposit accoun t o f the sam e deposito r 
(o ther th an  of in terest on  the  savings deposit) if 
such pay m en t o r tran sfe r is m ade p u rsu an t to  
any  advertised  p lan  o r any agreem ent, w ritten  or 
oral,

(i) w hich au thorizes such paym ents or tran sfe rs 
o f cred it to  be m ade as a no rm al p rac tice  in 
o rder to  cover checks or d ra fts  d raw n  by the 
deposito r upon  the bank; or

(ii) w hich provides th a t such paym ents o r tran s
fe r of cred it shall be m ade a t daily, m onthly , or 
o ther such period ic  in tervals, except w here m ade 
to  enable the bank , on the  deposito r’s behalf and 
p u rsu an t to  his w ritten  instructions, to  effect the 
paym ent o f instalm ents o f p rincipal, in terest, or 
o ther charges (including taxes or insu rance  p re 
m ium s) due on a rea l estate loan  o r m ortgage.

(3) W here a savings deposit is evidenced by 
a passbook, every w ithdraw al m ade upon  p resen 
ta tion  of the passbook shall be en tered  in the pass
book  at the  tim e of w ithdraw al, and  every o ther 
w ithdraw al from  such a deposit shall be en tered  
in the  passbook  as soon as p rac ticab le  after the 
w ithdraw al is m ade.

SE C T IO N  217 .6— A D V E R T IS IN G  

O F  IN T E R E S T  O N  D E PO SIT S

E very  advertisem ent, announcem ent, o r solici
ta tion  re lating  to  the in terest paid  on deposits in 
m em ber banks shall be governed by the  follow ing 
rules:

(a) Annual rate of simple interest. In te rest ra tes 
shall be sta ted  in  term s o f the  annua l ra te  of 
sim ple interest. In  no  case shall a ra te  be adver
tised th a t is in excess of the  applicable m axim um  
ra te  fo r the  particu la r deposit.

(b) Percentage yields based on one year. W here 
a percen tage yield achieved by com pounding  in
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§ 217.6 REGULATION Q

terest du ring  one year is advertised , the annual 
ra te  of sim ple in terest shall be sta ted  w ith  equal 
p rom inence, together w ith a reference to the 
basis of com pounding. N o  m em ber bank  shall 
advertise a percen tage yield based on the effect 
o f grace periods perm itted  in § 217.3(d).

(c) Percentage yields based on periods in excess 
of one year. N o advertisem en t shall include any 
ind ication  of a to ta l percen tage  yield, com pounded  
o r sim ple, based on a  period  in excess o f a year, 
o r an average annual percen tage  yield achieved by 
com pound ing  during  a period  in excess o f a year.

(d) Time or amount requirements. If  an  adver
tised ra te  is payab le  only on  deposits th a t m eet 
tim e o r am o u n t requ irem en ts, such requ irem en ts 
shall be clearly  and  conspicuously  stated. W here 
the tim e req u irem en t fo r  an  advertised  ra te  is in 
excess o f a year, the  requ ired  n um ber of years 
fo r the  ra te  to  apply shall be sta ted  w ith  equal 
p rom inence, together w ith an ind ication  of any 
low er ra te  or ra tes th a t w ill apply  if the  deposit 
is w ithdraw n at an  earlier m atu rity .

(e) Profit. T he term  “pro fit” shall n o t be used 
in re fe rring  to  in terest pa id  on deposits.

(f) Accuracy of advertising. N o m em ber bank  
shall m ake any advertisem ent, announcem ent, or 
so licitation  re lating  to  the  in terest pa id  on de
posits th a t is inaccura te  o r m isleading or tha t 
m isrepresen ts its deposit contracts.

(g) Solicitation of deposits for banks. A ny p e r
son or o rgan iza tion  th a t solicits deposits fo r a 
m em ber b an k  shall be bound  by the  rules co n 
tained  in this section w ith  respect to any adver
tisem ent, announcem ent, or solicitation relating  to 
such deposits. N o  such person  or o rgan ization  
shall advertise a percen tage  yield on any deposit 
it solicits fo r a m em ber bank  th a t is no t a u th o r
ized to  be paid  and  advertised  by such bank.

(SE C T IO N  217 .7— M A X IM U M  R A T E S O F 
IN T E R E S T  P A Y A B L E  BY M E M B E R  B A N K S 
ON  T IM E  A N D  SA V IN G S  D E P O S IT S , is 
p rin ted  separately.)
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REGULATION Q STATUTORY APPENDIX

STATUTORY APPENDIX

Section 19 of the F edera l R eserve A ct provides 
in p a rt as follows:

(a) T he B oard  is au thorized  fo r the  purposes 
o f this section  to define the te rm s used in this 
section, to  determ ine w hat shall be deem ed a 
paym ent o f interest, to  de term ine  w hat types of 
obligations, w hether issued d irectly  by a m em ber 
bank  o r indirectly  by an  affiliate o f a m em ber 
bank  o r by o th e r m eans, shall be deem ed a 
deposit, and to  p rescribe such regulations as it 
m ay deem  necessary to effectuate the purposes 
o f this section and  to  preven t evasions thereof.

[U.S.C., title 12, sec. 461.]

❖ * *

(i) N o  m em ber bank  shall, d irectly  or indirectly , 
by any  device w hatsoever, pay any in terest on 
any deposit w hich is payab le  on  dem and: Provided, 
T h a t no th ing  here in  con ta ined  shall be construed  
as p roh ib iting  the paym ent of in terest in acco rd 
ance w ith the term s o f any certificate o f deposit 
o r o th e r co n trac t en tered  into in good fa ith  w hich 
is in force on  th e  date  on  w hich the bank  becom es 
subject to the provisions o f this parag raph ; bu t 
no such certificate o f deposit o r o th e r con trac t 
shall be renew ed o r ex tended unless it shall be 
m odified to  confo rm  to this parag raph , and every 
m em ber bank  shall take such action  as m ay be 
necessary to  conform  to  this p a rag raph  as soon 
as possible consistently  w ith  its con trac tua l obli
gations: P rovided  further, T h a t this p arag rap h  shall 
no t apply to any deposit o f such bank  w hich is 
payable only at an  office thereo f located  outside 
o f the  States o f the U nited  States and  the D istrict 
of C o lum bia: P rovided  further, T h a t until the 
exp ira tion  o f tw o years a fte r the date of enac t
m ent o f the B anking A ct o f 1935 this parag raph  
shall n o t apply  ( 1) to  any deposit m ade by a 
savings bank  as defined in section 12B o f this 
A ct, as am ended, o r  by a m utual savings bank, 
o r (2) to  any deposit o f public funds m ade by 
or on behalf o f any State, county , school district, 
o r o th e r subdivision o r m unicipality , o r to  any 
deposit o f tru st funds if the paym en t o f in terest 
w ith respect to  such deposit o f public funds or 
of tru s t funds is requ ired  by State law. So m uch 
of existing law  as requires the paym ent of in terest 
w ith respect to any funds deposited by the U n ited  
States, by any T errito ry , D istrict, o r  possession 
thereo f (includ ing  the P hilippine Is lan d s), or by

any public in strum entality , agency, o r officer of 
the foregoing, as is inconsisten t w ith the p ro v i
sions of this section as am ended, is hereby  re 
pealed.

[U.S.C., title 12, sec. 371a.]

(j) T h e  B oard m ay fro m  tim e to tim e, after 
consulting  w ith the B oard o f D irec to rs o f the 
F edera l D eposit Insu rance  C orp o ra tio n  and the 
F edera l H om e L oan  B ank B oard, p rescribe rules 
governing the paym ent and advertisem ent o f in 
terest on  deposits, including lim itations on the 
rates of in terest w hich m ay be paid  by m em ber 
banks on tim e and  savings deposits. T he B oard  
m ay p rescribe different ra te  lim itations fo r  d if
fe ren t classes of deposits, fo r deposits o f different 
am oun ts o r w ith  different m atu rities o r subject 
to d ifferent conditions regard ing  w ithdraw al o r 
repaym ent, accord ing  to the n a tu re  or location  
of m em ber banks o r the ir depositors, or acco rd 
ing to such o ther reasonable bases as the  B oard  
m ay deem  desirable in the public interest. N o 
m em ber bank  shall pay  any tim e deposit before 
its m atu rity  except upon  such conditions and  in 
accordance  w ith such rules and  regulations as 
m ay be p rescribed  by the said B oard, o r  w aive 
any requ irem en t o f notice before paym ent of 
any savings deposit except as to all savings de
posits having the sam e requ irem en t: P rovided, 
T h a t the provisions of this parag rap h  shall no t 
apply to any deposit w hich is payable only at an 
office o f  a m em ber bank  located  outside of the 
S tates of the U nited  S tates and the D istric t 
o f C olum bia. D uring  the period  com m encing  on 
O ctober 15, 1962, and ending on O ctober 15, 
1968, the provisions o f this p arag rap h  shall not 
apply  to the ra te  of in terest w hich m ay  be paid  
by m em ber banks on  tim e deposits o f foreign  
governm ents, m onetary  and  financial authorities 
o f foreign governm ents w hen acting as such, or 
in ternational financial institu tions o f w hich the 
U n ited  States is a  m em ber.

[U.S.C., title 12, sec. 371b. The first two sentences of this 
paragraph are, in part, temporary, Unless section 7 o f  the Act 
o f September 21, 1966 (80 Stat. 825), as amended by the Act 
o f  December 23, 1969 (83 Stat. 371), is modified, on June 1, 
1973, such sentences will read as follows: “ The Board of 
Governors o f  the Federal Reserve System shall from time to 
time prescribe rules governing the payment and advertisement 
o f interest on deposits, including limitations on the rate of 
interest which may be paid by member banks on time and 
savings deposits, and shall prescribe different rates for such 
paymejit on time and savings deposits having different maturi
ties, or subject to different conditions respecting withdrawal or 
repayment, or subject to different conditions by reason of 
different locations, or according to the varying discount rates 
o f  member banks in the several Federal Reserve districts.” ]
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STATUTORY APPENDIX

Section 24 o f the F ed e ra l R eserve A ct p ro 
vides, w ith respect to n a tiona l banking  associa
tions, in p a rt as follow s:

* * * A ny  such association  m ay continue 
herea fte r as here to fo re  to  receive tim e and  sav
ings deposits and to pay  in terest on  the  sam e, 
bu t the rate  of in terest w hich such association  m ay

pay  upon  such tim e deposits o r upon  savings o r 
o th e r deposits shall n o t exceed the  m axim um  
ra te  au thorized  by law  to  be paid  upon  such 
deposits by S tate banks o r  tru s t com panies o rgan 
ized u n d er the laws o f the State in w hich such 
association is located.

[U.S.C., title 12, sec. 371.]
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