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~ Board of Di.rectars of the Federal Deposit Insurance o:xr.poration 

today agreed to hold a plblic hearin:] al proposed d1an:,;Jes to the deposit 

insurance coverage of an enployee benefit p:ogram largely for workers in state 

an::i local govemme.nts. 

At issue is hCM mch insurance coverage to grant to deposits of "457 

Plans," "1hic::h are deferred carpensation plans for enployees of state or local 

governments or tax-exenpt organizations established in accordance with Section 

457 of the Internal Revenue cede. 'lbe deposits are made by the enployers into 

accounts at insured bariks arxi saV11Y:JS institutions. 

'lhe matter is un::ier cx:>n.sideration as part of a broader revision of · 

deposit insurance rules, Jl0Stly to reconcile differences between the rules for 

FDIC-insured banks arxi those for savin;s institutions previously protected by 

the Federal SaV'llY:JS ani loan Insurance 0:>Ipozation (FSLIC). The Financial 

Institutions Reform, Bscove:cy, ani Enforcement Act of 1989 bralght federal 

depc:6it insurance for savirgs institutions unier the managene1t of the FDIC arxi 

required the agercy to issue mu.form rules for all FDIC-insured institutions. 

In the case of 457 Plan deposits, for exanple, FDIC ani FSIJ:C rules 

differ significantly ani are required to be recxn:iled. An FDIC 

issued in Decernb?r has resulted in a large rnimber of letters, many fran 

in:li.viduals q:posinJ the plan ani insurance carpani.es supportinJ it. At a 

meetin;1 today, the FDIC Board decided to hold a plblic hear in:] on ~ 14, 

1990, to •. obtain :nore informatial al 457 Plan deposits, includirg the size of 

the market ani the ownership rights of parties in these deposits. 
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FDIC aiainnan L. William Seidman said: "We believe that an: staff, as 

well as the p.Jblic, would benefit fran a frank and open diso1ssion of the 

issues su:rro.m::lirg 457 Plan deposit insurance. rur intention is to issue a 

final nue that is fair to depositors, reasonable to the FDIC in terms of risk, 

and a:msistent with the deposit insurance laws urxE:" which we must operate." 

In addition, the FDIC Board agree:i tcx:lay to exten:i the date by which 

cx:mments are due on the entire package of ~r p:cpcsal s to dla.rge the 

deposit insurance regulations. 'lhe previoos cxm:re.nt deadHne was February 20, 

1989 • 'lhat nt:M has been ex:ten:ied to March 23 I 1990 I largely to take into 

account the upcx:taj.n:J p.Jblic hearir:q. 'lhe Board also agreed tcx:lay that it will --
not take final action on the regulations m1til .April 16, 1990, at the earliest. 

other types of deposits for which the FDIC is pt~ir:q to reo:mcile 

differences in insurance rules include revocable trust accounts and accounts 

where nore than one person has the right to withdraw :fun:is. 

'lh.e FDIC currently c::overs up to $100, ooo in the aggregate for a 457 

Plan's accounts placed in an FDIC-insured bank, not $100,000 per person 

pa:i..ticipatin;J in the plan. Hc,;,,,ever, the FSLIC insured 457 Plan deposits on a 

nore liberal basis - up to $100,000 per participant in the plan and separate 

fran art:/ other dep:)sits maintained by the enployer or the iro.ividuals at the 

sane insured savin;s institution. 

'lhe FDIC in December prq:osed to extem its nue to 457 Plans deposits 

at insured savirgs institutions, based on an interpretation of exist.in;; law 

which provides that the enployer is the sole owner of the :fun:is until they are 

distrihrt:ed. 'lhe FDIC will continue to awly the previous FSLIC nue to 

deposits in thrift inrututions until the ?')el uniform regulations MCX'lle 

effective.· 
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