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A survey was performed of the Pederal Dcposit Insurance
Corporatior's (FDIC's) regulations and of non-membexr State bank
activities regarding certifici.te of depoait (CD) maturity
notification. PDIC has not issued regulaticnr covering suck
notification, and procedures are left to the individual bazk's
discretion. Notificaticn procedures varied among institutions.
FPive of the nine banks reviewed had more tkhorough pr<¢ceduraes
than the otbzrs, including sending their depositocrs infcr. cion
on other available plans. The timina fer issuing maturity
notices varied among banks up to 45 days in advance cf saturity.
The Division of Bauk Supervision should review CD maturity
notification procedures and, if it is established that there is
a ~orrelation between the procedures and factors regarding bank
rize and location, & notification pelicy could be establisksad
iccordingly. (HTW)
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The Honorable John G. He imann
Rcting Chairman

Federal Deposit Insurance Corporation
washington, D.C.

Dear Mr. Heimann:

As a result of our survey of the Federal Devosit

3341

Insurance Corporation's (FDIC's) regulaticens and of non-

member State bank activities regarding certificate of

deposit (CD) maturity notification, we found that notifi-
cation procedures varied among institutions and require

further study. FDIC has not igsued regulations covering
CD maturity and interest rate notification, and, because
they are not subject to FDIC approval, notification pro-

cedures are left to the individual bank’'s discretion.

our work included a review of nine banks in Northern
virginia; the Maryland suburbs of Washington, D.C.; and
Baltimore, Maryland; and discussions with FDIC and bank
officials. Due to the limited scope of our work we did
not conclusively correlate notification procedures with

bank size, location or competition among area lending

institutions. We did find, however, varying procedures

among the institutions reviewed.

Five of the nine banks, for example, had more thorough
notification procedures than the others. In addition to
the computer form or preprinted letter provided by eight of

the nine banks as a means of CD maturity notification,

five

institutions sent their depositors information on other
available CD plans, including vending maturity, renewal
options, and interest rates. The timing for issuing matu-
rity notices varied among banks up to 45 days 1in advance
of maturity. Wwe could not verify notification procedures

for one bank because, as a result of a recent merger,
had not established its procedures.
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Although it would be premature to discuss the need
for regulations or guidelines, we rccommend that you direct
the Division of Bank Supervision to review CD maturity
notification procedures in its subseguent bank examinations.
I, after a coaprechensive study, you determine that a cor-
relation exists between notification procedures and factors
regarding bank size and location, you could establish &
notification policy accordaingly. We would aporeciate
receiving the results of your review.

Sincerely yours,

A /
O Pred

Allen R. Voss
Director





