FEDERAL RESERVE BANK OF DALLAS
DALLAS, TEXAS 75222

Circular No. 78-82
June 20, 1978

AMENDMENT TO REGULATION Z--TRUTH-IN-LENDING

Preservation of Evidence of Compliance

TO ALL BANKS, OTHER CREDITORS,
AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of Governors of the Federal Reserve System has amended its
Regulation Z--Truth-in-Lending--to require certain lenders to retain for more than
two years all records of credit transactions in their possession.

The amendment is effective immediately. It applies to all creditors and
lessors, under the supervision of the Federal Reserve Board, the Comptroller of
the Currency, the Federal Deposit Insurance Corporation, the Federal Home Loan
Bank Board, and the National Credit Union Administration.

These agencies jointly proposed, last October, a uniform statement of
enforcement policy that, as proposed, calls for reimbursement to consumers for
certain violations that occurred more than two years before discovery. Before
adoption of the new amendment, for which Consumer's Union petitioned the Board,
Regulation Z called for retention of credit transaction records for no more than two
years.

The Board's action is intended to avoid possible destruction, under the
two-year record retention rule, of records that might show violations subject to

reimbursement.

The amendment requires that creditors and lessors subject to the five
Federal regulators retain credit transaction records until:

(1) The agencies have taken final action on the uniform statement
of enforcement policy they have proposed, and

(2) Completed one examination under those guidelines.

Banks and others are encouraged to use the following incoming Wﬁs numbers in contacting this Bank:
1-800-492-4403 (intrastate) and 1-800-527-4970 (interstate). For calls placed locally, please use 651 plus
the extension referred to above.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



Interested persons are invited to review this rule and submit relevant
views by July 14 to the Secretary, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551. A copy of the Board's order as published in
the Federal Register is printed on the following pages.

Sincerely yours,
Robert H. Boykin

First Vice President

Enclosure
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CHAPTER II—FEDERAL RESERVE

SYSTEM
SUBCHAPTER A—BOARD OF GOVER-
NORS OF THE FEDERAL RESERVE
SYSTEM

f{Reg. Z; Docket No. R-0156]
PART 226—TRUTH IN LENDING

Preservation of Evidence of
Compliance

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Final rule.

SUMMARY: The Federal Reserve
Board amends the record retention re-
quirements as to those creditors and
lessors under the jurisdiction of the
Comptroller of the Currency, the Fed-
eral Deposit Insurance Corporation,
the Federal Home Loan Bank Board,
the Federal Reserve Board and the
National Credit Union Administration.
These agencies proposed uniform
guidelines for enforcement of the
truth in lending provisions in October,
19717. Creditors and lessors affected by
the amendment must retain all evi-
dence of compliance in their posses-
sion, dating from July 1, 1969, until
the agencies adopt final guidelines and
complete at least one examination
thereunder, subject to a minimum 2-
year retention period. The amendment
will preserve records of transactions
which might be subject to corrective
action once the guidelines are adopted
and which might otherwise have been
destroyed. The amendment is in re-
sponse to a petition for rulemaking.
The Board believes it is necessary to
preserve enforcement options.

DATES: Effective date: May 30, 1978.
Cor;laxment.s due on or before July 14,
1978.

ADDRESS: Send comments to Secre-

tary, Board of Governors of the Feder-

;.}) 5Rese5 rve System, Washington, D.C.
1.

FOR FURTHER
CONTACT:

Anne Geary, Chief Staff Attorney,
Division of Consumer Affairs, Board
of Governors of the Federal Reserve
System, Washington, D.C. 20551,
202-452-2761.

SUPPLEMENTARY INFORMATION:
(1) Prior to this action, § 226.6(i) per-
mitted all creditors to dispose of rec-
ords evidencing compliance with Regu-
lation Z when more than 2 years had
elapsed from the date disclosures were
required to be made. Under the uni-
form statement of enforcement policy
proposed by the Federal financial reg-
ulatory agencies (42 FR 55786), correc-
tive action might be required for viola-
tions of Regulation Z occurring more
than 2 years prior to the date of dis-
covery of the violation by the enforc-
ing agency. If the guidelines as finally
adopted specify a correction period
greater than 2 years, the record reten-
tion requirement for transactions
prior to that time would have expired.
Thus, evidence of violations which
might otherwise be subject to correc-
tive action once the guidelines are
adopted may have been destroyed
before the guidelines are placed in
effect.

(2) Pursuant to 5 U.S.C. §553(e),
Consumers Union has asked the Board
to revise § 226.6(i) to require creditors
to retain records until the enforcing

INFORMATION

agency has published final guidelines,
has conducted one examination for
compliance with the regulation and
has assured that any required correc-
tive action has been taken. In a Peti-
tion for Emergency Rulemaking sub-
mitted on April 24, 1978, Consumers
Union alleged that destruction of rec-
ords pending adoption and application
of the guidelines would cause irrepara-
ble injury to consumers whose transac-
tions might otherwise have been sub-
ject to corrective action in the form of
reimbursement.

(3) The Board has determined that a
revision of §226.6(i) is necessary to
preserve enforcement options. In
making this determination, the Board
takes no position on whether the
guidelines as finally adopted will re-
quire reimbursement as a form of cor-
rective action or whether violations oc-
curring more than 2 years prior to dis-
covery will be subject to corrective
action. Depending on the course of
action chosen by the agencies, the
amendment may later be revised. How-
ever, the Board believes that the po-
tential benefit to consumers outweighs
the added responsibility which this
rule places upon creditors and lessors.

(4) The revised rule retains the mini-
mum 2-year retention period for all
creditors and lessors. Under the revi-
sion, however, creditors and lessors
subject to paragraph (2) must retain
all records currently in their posses-
sion, even those as to which the 2-year
period has elapsed, until all 3 of the
conditions set forth in that paragraph
have been satisfied.

(5) The Board has determined that
compliance with the provisions of 5
U.S.C. §553 relating to notice, public
participation and deferred effective
date would be contrary to the public
interest. Pending completion of the
general procedures required by that
section, a large number of additional
records could be irretrievably lost, sub-
stantially reducing the utility of this
amendment. In making this determi-
nation, the Board recognizes that this
action could have been taken at an
earlier time, which might have permit-
ted compliance with normal procedur-
al requirements. However, at the time
the guidelines were first proposed, the
participating agencies believed that
final action woud be taken shortly
thereafter. In the Board's judgment,
the record retention problem has
become more acute as the deliberation
process on the guidelines continues,
increasing the need for the amend-
ment. In view of the potential harm to
consumers resulting from continuing
to permit disposal of records, the
Board believes that further delay for
compliance with normal procedural re-
quirements would not serve the public
interest. Therefore, pursuant to 5
US.C. §553(bxB) and 5 U.S.C.
§ 553(d)(3) the Board is publishing this




rule without notice and prior opportu-
nity for comment, to become effective
on publication.

(6) Although immediate adoption of
this rule is considered essential for the
reasons stated above, the Board will
consider further revision of the rule.
Interested persons are invited to
review the rule and to submit relevant
data, views, or comments in writing to
the Secretary, Board of Governors of
the Federal Reserve System, Washing-
ton. D.C. 20551, All material submitted
should be received not later than July
14, 1978, and should include the
docket number R-0156. Copies of any
comments received will be made avail-
able for inspection and copying upon
request, except as provided in
§ 261.6(a) of the Board’s Rules Regard-
ing Availability of Information (12
CFR Part 261.6(a)). Consideration will
be given to any comments received
and the Board will amend the rule as
determined necessary or desirable.

(7) Pursuant to the authority grant-
ed in 15 U.S.C. § 1604 (1968), the Board
hereby revises 12 CFR Part 226 as fol-
lows, effective May 30, 1978.

§ 226.6 General disclosure requirements

] [ E ] E ] .

(1) Preservation and inspection of
evidence of compliance. (1) Evidence
of compliance with the requirements
imposed under this Part, other than
advertising = requirements under
§ 226.10, shall be preserved by the
creditor or lessor for a period of not
less than 2 years after the date such
disclosure is required to be made.

(2) With respect to a creditor or
lessor subject to the administrative en-
forcement jurisdiction of the Comp-
troller of the Currency, Board of Di-
rectors of the Federal Deposit Insur-
ance Corporation, Federal Home Loan
Bank Board (acting directly or
through the Federal Savings and Loan
Insurance Corporation), Administrator
of the National Credit Union Adminis-
tration or Board of Governors of the
Federal Reserve System, all evidence
of complience with the requirements
imposed under this Part, dating from
July 1, 1969, other than advertising re-
quirements under § 226.10, shall be re-
tained until:

(i) The administrative authority for
that creditor or lessor completes one
examination for compliance with the
requirements imposed under this Part
subsequent to adoption of a statement
of enforcement policy,® and

(ii) A period of not less than 2 years
has elapsed from the date that disclo-
sure was required to be made.

a“Statement of enforcement policy”
refers to a final statement based on the
Joint Notice of Proposed Statement of En-
forcement Policy published at 42 FR 55786
1977).

(3) Each creditor or lessor shall,
when directed by the appropriate ad-
ministrative enforcement authority
designated in section 108 of the Act,
permit that authority or its duly au-
thorized representative to inspect its
relevant records and evidence of com-
pliance with this Part.

2. Footnote 6a to §226.7(a)4) is re-
designated footnote 6b.

By order of the Board of Governors,
May 19, 1978.
THEODORE E. ALLISON,
Secretary of the Board.

[FR Doc. 78-14889 Filed 5-26-78; 8:45 am]




BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

TRUTH IN LENDING

AMENDMENT TO REGULATION Zf

1. Effective May 30, 1978, §226.6(i) of Regu-
lation Z is amended to read as follows:

SECTION 226.6—GENERAL DISCLOSURE
REQUIREMENTS

* * * * Ed

(i) Preservation and inspection of evidence of
compliance.

(1) Evidence of compliance with the require-
ments imposed under this Part, other than adver-
tising requirements under §226.10, shall be pre-
served by the creditor or lessor for a period of
not less than 2 years after the date such disclo-
sure is required to be made.

(2) With respect to a creditor or lessor subject
to the administrative enforcement jurisdiction of
the Comptroller of the Currency, Board of Direc-
tors of the Federal Deposit Insurance Corpora-
tion, Federal Home Loan Bank Board (acting
directly or through the Federal Savings and Loan
Insurance Corporation), Administrator of the Na-

tional Credit Union Administration or Board of
Governors of the Federal Reserve System, all evi-
dence of compliance with the requirements im-
posed under this Part, dating from July 1, 1969,
other than advertising requirements under §226.10,
shall be retained until

(A) The administrative authority for that cred-
itor or lessor completes one examination for com-
pliance with the requirements imposed under this
Part subsequent to adoption of a statement of
enforcement policy,* and

(B) A period of not less than 2 years has
elapsed from the date that disclosure was required
to be made.

(3) Each creditor or lessor shall, when directed
by the appropriate administrative enforcement
authority designated in section 108 of the Act,
permit that authority or its duly authorized repre-
sentative to inspect its relevant records and evi-
dence of compliance with this Part.

2. Effective May 30, 1978, footnote 6a to
§226.7(a)(4) is redesignated footnote 6b.

+ For this Regulation to be complete effective May 30, 1978, retain the following:
1) Printed pamphlet as amended effective March 23, 1977;
2) Amendments effective April 11, 1977, Section 226.6, and October 10, 1977, Section 226.8;
3) Amendments effective July 20, 1977, Section 226.2, Section 226.4, Section 226.5, and Section 226.13;
4) Amendment effective March 28, 1978, Section 226.7(k)(3)(ii);
5) Amendment effective April 21, 1978, Section 226.1(d); and

6) This slip sheet.

6a) “Statement of enforcement policy” refers to a final statement based on the Joint Notice of Proposed State-
ment of Enforcement Policy published at 42 Fed. Reg. 55786 (1977).
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