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DIDC Ruling on Establishing Interest Rates on Time Deposits 
Not Subject to Interest Rate Ceilings

To All Depository Institutions, and Others Concerned, 
in the Second Federal Reserve District:

Printed below is the text of a ruling by the Depository Institutions Deregulation Committee that depository 
institutions may retain complete discretion in establishing interest rates on deposit categories that are not subject to 
interest rate ceilings. In its ruling, the DIDC noted that ‘ ‘advertising and other consumer protection requirements are 
not overridden by this interpretive ruling” and that State contract laws remain applicable to such deposit contracts.

Questions regarding this matter may be directed to our Regulations Division (Tel. No. 212-791-5914).

A n t h o n y  M . S o l o m o n , 

President.
DEPOSITORY INSTITUTIONS DEREGULATION COMMITTEE 

12 C.F.R. Part 1204 
[Docket No. D- 0027]

Establishment of Interest Rates on Deposits 
Not Subject to Interest Rate Ceilings

AGENCY: Depository Institutions Deregulation Committee.

ACTION: Interpretive Ruling.

SUMMARY: Effective December 1, 1981, Federally insured depository

institutions were authorized by the Depository Institutions Deregulation 

Committee ("Committee") to offer to their IRA/Keogh depositors a new cateqory of 

time deposit not subject to a Federal interest rate ceiling. In addition, 

effective May 1, 1982, the Committee authorized depository institutions to offer 

a new 3-1/2 year or more category of time deposit not subject to a Federal 

interest rate ceiling. Questions have arisen concerning the permissible methods 

by which depository institutions may establish interest rates on such accounts.
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At its June 29, 1982 meeting, the Committee voted to allow institutions complete 

discretion in establishing interest rates on deposit accounts not subject to 

interest rate ceilings.

EFFECTIVE CATE: June 29, 1982.

LIST OF SUBJECTS IN 12 C.F.R. Part 1204 

Banks, banking

FOR FURTHER INFORMATION CONTACT: Elaine Boutilier, Attorney-Advisor,

Department of the Treasury (202) 566-8737; Rebecca Laird, Senior Associate 

General Counsel, Federal Home Loan Bank Board (202) 377-6446; Mark Leemon, 

Attorney, Office of the Comptroller of the Currency (202) 447-1880; F. Douglas 

Birdzell, Counsel, or Joseph A. DiNuzzo, Attorney, Federal Deposit Insurance 

Corporation (202) 389-4147; or Paul S. Pilecki, Senior Attorney, Board of 

Governors of the Federal Reserve System (202) 452-3281.

SUPPLEMENTARY INFORMATION: Pursuant to its authority under Title II of the

Depository Deregulation and Monetary Control Act of 1980 (94 Stat. 142; 12 

U.S.C. § 3501 et seq.), to prescribe rules governing the payment of interest and 

dividends on deposits of Federally insured commercial banks, savings and loan 

associations, and mutual savings banks, the Committee amends, effective June 29, 

1982, Part 1204— Interest on Deposits (12 C.F.R. Part 1204) by adding a new 

Section 201 to read as follows:

§ 1204.201— Establishment of Interest Rates on Deposits Not Subject 
to Interest Rate Ceilings

(a) Effective December 1, 1981, Federally insured depository institutions 

were authorized by the Committee to offer to IRA/Keogh depositors a new category 

of time deposit with a maturity of 1-1/2 years or longer not subject to a 

Federal interest rate ceiling (12 C.F.R. S 1204.118). As of May 1, 1982, the 

Committee also permitted depository institutions to offer a new deposit category
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with a maturity of 3-1/2 years or longer not subject to interest rate ceilings 

(12 C.F.R. § 1204.119). The Committee's rules regarding these new deposit

categories provide that the depository institution may pay interest at any rate 

as agreed to by the depositor. Subsequently, questions have arisen concerning 

the permissible methods of establishing interest rates on these accounts. The 

Board of Governors of the Federal Reserve System, the Federal Home Loan Bank Board, 

the Office of the Comptroller of the Currency and the Federal Deposit Insurance 

Corporation have required that all deposit contracts, including those applicable 

to deposit categories not subject to interest rate ceilings state explicitly 

either the specific rate to be paid on the deposit or an objectively verifiable 

method for determining the rate. The type of index that could be used to 

determine the rate payable on floating-rate time deposits was also limited to a 

verifiable index or rate outside the discretion of the institution. At its June 

29, 1982 meeting, the Gcmmittee con sid ered  the issue of the extent to which 

depository institutions will have discretion in establishing interest rates for 

deposit categories that are not subject to interest rate ceilinqs limitations.

The Committee determined that depository institutions may retain complete 

discretion in establishing interest rates on deposit categories that are not 

subject to interest rate ceilings. However, the Committee noted that 

advertising and other consumer protection requirements are not overridden by 

this interpretive ruling. It also expressed recognition that State contract 

laws would remain applicable to such deposit contracts.

(b) For example, depository institutions may contractually provide for 

completely negotiable rates on deregulated time deposits, which may or may not 

vary from time to time at the discretion of the depository institution. 

Alternatively depository institutions may set a minimum interest rate on a 

deposit not subject to interest rate regulations, and retain the option to pay a 

higher rate or a bonus any time during the maturity period of the account.
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This option, since it is nonbinding, is available irrespective of whether it is 

contained in the deposit contract. Institutions may also offer an account vtfiose 

interest rate will float in accordance with any index, regardless of whether the 

index is within the control of the institution. Existing agency regulations 

providing that increases in rate within the discretion of the depository 

institution will constitute early withdrawals are hereby superseded to the 

extent that they conflict with this interpretation.

By order of the Committee.

Steven L. Skancke, 
Executive Secretary
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