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STATE OF·MAINE ·_, 
Inter..-Dep0.rtmcntal Memorandum Date April 25, 197_7 __ 

To John A. burham. Superintond2nt 

From_S_.,_l~irk st.1?_dstrup, A~3sistant 

Subject Computing Interest in a Leap Year 

Dept. Bureau of Banking 

Oc/Jt. Attorney General 

In respo'nse to your request for information regardii1g treatment· 
of February 29 for purposes of computing in,terest on certificate·s of 
deposit, there app~ar$· to be no settl~d law on the subject. · · · 

In the FDIC Regulations, Sec. 329 .. 101 explicitly r~cognizes the 
existenc~ of the 366 day i~ar _in establishing maturity dates and · 
computing interest on deposits. Footnote 19 of that section states 
that~ one-month certificate 6f deposit normally matures in 30 days, 
bnt in· February the maturation period is 28 or 29 days. This departure 
from the 30 d·ay· standard is called "de minimis, 11 but held necessary 
on the grounds of · fairness and simplicity. Howevc~r, the FDIC·· . 
Regulations say nothing about February 29 in the context of 11 continuous 
compounding II of interest. 

The Federal Reserve Bank of New York, in·a 1970 letter, iss~ed 
the opinion that, for purposes of det~rmining the maximum rate of 
interest p~missible on certificates of deposit governed by Regula
tion Q, a 11 year 11 is composed of 365 days. However, a subsequent 
Federal Reserve System. Regulation~ 12 CFR 217.151, states that in 

\ con1puU.ng inter .:;st on time and savings deposits the 11 deriominator may 
be ei·i-.her 360, 365, or·, il). the case of a leap year, 366." In 1976, 
the Federal Home La°an Bank Board issued Memorandum .T, . 10-6 (c), which 
also requir-~d._ the use of 366 in the fractional computation of interest 
in leap year·. None of these expressions of p·olicy, however,. ·are· . 
identical to or ~in.ding upon.our fact pattern •. 

Bistorically, there is some English and early American statutory 
support for the __ concept that February 28 and 29 should be treated as··
one day for legal purpos ~s. (see 21 Hen. III). In 1861, the. Indiana 
Supreme Court asserted that "commercially, February never has but ~
tw,:=;nty~eight days-; c

1
,
1 (Kahler. v~ Montgomery, . 'L 7. Ind. 220 .. ( 18_61)), . put 

that reasoning· \vas overruled in 1879 (Helphenstine v. Vincenn·es Nat. 
Bank, 65 · Ind. 582. ( 18 79)).. Those state cases reviewed did not deal 
with leap year··in the context of banking, but it would appear that 
in g_eneral terms. the. modern trend has been to recognize February 29 
as a le~al ·entiti~ 

In light of the foregoing analysis of the stati of the law, the 
issue might best be considered ·as a policy_.determina.tion of acceptable 
levels ·of truth in. banking advertising. In other words, there presently 
is nQ legal requtre~~nt that· firiancia~ institutibns piy interest on 
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certificates of deposit for Fobruary 29th _in a leap year or pay 
interest on more than 360 days a year unless their advertising is 
such that failure to pay would be reaionably considered to be a 
deceptive or unfair practice. -This matter'would have ·to be decided 
on a ·case-by-case basis with regard to past practices or it could 
be addressed by an appropriate ru1e or regu1ati-on for prospective 
operation. · · · 

SKS :mfe 

S. KIRK STUDSTR UP 
Assi~t~nt Attorney General 


