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RDUAI. DIPOSIT INSUaANCI ~A'IION 

~ DM!DIA'm REIEASE iR-132-93 (11-30-93) 

IDIC PRO~ Natl DI.SCU:EJRES ~ING IEF03IT INSURANCE~ 

'!he FDIC's Board of Directors today prcposed that plan administrators 

of certain retirement am other EDployee benefit acxnmts be provided tiJDely 

disclosures am.rt: ~ their :fums cpal.ify for ''pass-thrcu;Jh" deposit 

insurance coverage. 

In general, ''pass-thrcu]h" insurance means that eadl participant in the 

aOCCAJ11t, rather than the total accamt balan::::e, is individually in.sured up to 

$100,000. For exanple, if there are 25 participants in the aOCCAJ11t, the :furrls 

wa.tl.d be insured by the IDIC to $2.5 million if the in.sured depositocy 

institution -we.re to fail. Without "pass-thrcu]h" insurance, the $2.5 million 

aOCCAJ11t wa.tl.d qualify for only $100,000 of insurance coverage. 

Urrler a 1991 law am IDIC regulations p.lblished in May 1993 to 

inplement the statute, depositors in certain retirement am other ercployee 

benefit plan aOCCAJ11ts are entitled to ''pass-thralgh" deposit insurance 

coverage based, in part, on~ the in.sured institution satisfies certain 

capital stamards. '!hat restriction -went into effect DeceriJer 19, 1992. 

However, the IDIC has received numerous carments on the difficulty of 

d::Jtainirg p.lblic information aba.It an institution's capital status am, thus, 

krXJWledge of l¥hether these types of deposits wa.tl.d be eligible for 

''pass-thralgh'' insurance. '!he IDIC prqx:sal annamoed today is interned to 

reduce the urrertainty for depositors, primarily enployee benefit plan 

administrators, \ttlile at the same tine mi.nillliz~ the regulatocy requirements 

for insured institutions. 

Am:n;J the types of acxnmts affected by the prq)OSed rule are 40l(k) 
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retirement aa:x:unt:s, Keogh plan ac:::nmts, an:i corporate pension plan an:i 

profit-shar:in;J plan aa:x:unt:s. 

Omer the FDIC there would be fair situatioos when an 

enployee benefit plan administrator would receive ootice of an institution's 

''pl.wpt corrective action" (IQ.) capital categocy. ('lhe five IQ. categories 

rarge fran "well capitalized" to "critically l.D'DerCapitalized. ") In acxlition, 

the ootice would state ~ enployee benefit plan deposits at the 

institut.icn would cpalify for "pass-thrcuJh" insurance coverage. 

'1he fair situaticns that would tric;,;Jer a disclosure are: (1) when an 

exist.in:J or prospective enployee benefit plan depositor requests the 

info:rmatim; (2) when SCJJIE'ale q,en.s an enployee benefit plan acca.mt:; (3) when 

the institut.im has been infonned that its capital categocy has been reduced 

to "adequately capitalized" fran '"well capitalized," as a wanun;J to all 

depositors of enployee benefit plan ftm:Js at the institution that adiltional 

info:rmation fran the institutim is neoessary if there is to be "pass-thrcuJh" 

insurance; an:i (4) when the institution's capital categocy has been reduced to 

a IQ. capital categocy below "adequately capitalized," thus eliminat:in;J 

"pass-thrcu:3!111 insurance coverage on adiltional deposits. 

Also, upcn request, exist:in;J an:i prospective enployee benefit plan 

depositors would receive m::>:re detailed information al:x:J.It the institution's 

actual capital ratios. 

With the exoeptim of inmediate disclosures to depositors of new 

acx::nmts, the ootioes would be provided within t"1t10 rusiness days. 

In acxlitim, the FDIC Board is prqa;:in;J t"1t10 tedmical amerrlment.s 

invol v:in;J the insurance rules for joint acx:nmts an:i acx:nmts where the 

institut.icn is actin;J as a fiduciacy. 

Written ccmnents on the prq>C)Sed rule will be accepted for 60 days · 

after it is plblished in the Federal Register. 
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