
F E D E R A L  R E S E R V E  B A N K  
O F  N E W  Y O R K

T Circular No. 8 6 1 7  
L. August 7, 1979 j

Proposed New Regulation for Reimbursing Financial Institutions 
Under the Right to Financial Privacy Act

To All Member Banks, and Others Concerned, 
in the Second Federal Reserve District:

The Federal Reserve Board has announced proposed rules under the Right to Financial Privacy Act of 
1978 for reimbursing financial institutions that provide reports on their customers’ financial records 
requested or required by the Federal government. The Board asked for comment on the proposed new 
Regulation S by September 10, 1979. Following is the text of the Board’s announcement:

The Act (Title XI of the Financial Institutions Regulatory and Interest Rate Control Act of 1978) 
places restrictions on Federal government access to the financial records of individuals maintained by finan­
cial institutions, by requiring that, with certain exceptions, Federal authorities seeking such information 
must follow prescribed procedures.

The Act also authorizes, with certain exceptions, reimbursement to financial institutions for the 
reasonably necessary costs of such reports. It directs the Federal Reserve Board to establish, by regulation, 
the rules for reimbursement.

The Board proposed:
— Financial institutions would be entitled to payment for reasonably necessary costs directly 

incurred in assembling or providing required, requested or authorized financial records. (The Federal 
financial supervisory agencies are exempt from the Act’s restrictions in the exercise of their supervisory, 
regulatory or monetary functions.)

— Only a financial institution would be entitled to reimbursement.

— The rate of reimbursement for search costs would be $5 an hour or fraction of an hour and 
would be limited to the personnel time spent locating, retrieving and reproducing documents or infor­
mation required or requested by the Federal government.

— Reimbursement for reproduction costs would be 10 cents per page.
— Reimbursement for transportation costs would be limited to actual costs.

The Board particularly invited comment on how reimbursement should be set and how it could be 
varied over time.

The draft regulation provides 11 types of exemptions from cost reimbursement.

Enclosed —  for financial institutions in this District —  is a copy of the full text of the proposal. It 
will be published in the F e d e r a l  R e g is te r ;  in addition, copies will be furnished upon request directed to 
our Consumer Affairs and Bank Regulations Department (Tel. No. 212-791-5914). Comments on the 
proposed regulation may also be sent to that department.

T homas M. T im len ,
F ir s t  V ic e  P r e s id e n t.
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TITLE 12— BANKS AND BANKING

CHAPTER 11— FEDERAL RESERVE SYSTEM 

SUBCHAPTER A— BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

[12 C .F .R .  P a r t  219]

[DOCKET NO. R -0 2 4 3 ]

NOTICE OF PROPOSED RULEMAKING 

REGULATION S

REIMBURSEMENT TO FINANCIAL INSTITUTIONS FOR 
ASSEMBLING OR PROVIDING FINANCIAL RECORDS

AGENCY: B o a rd  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s te m .

ACTION: P r o p o s e d  r u l e .

SUMMARY: The B o a rd  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s te m  p r o p o s e s  
t o  i s s u e  a  new r e g u l a t i o n  r e q u i r e d  by s e c t i o n  1115 o f  t h e  R i g h t  t o  F i n a n c i a l  
P r i v a c y  A c t  (12  U .S .C .  § 3415) t o  p r o v i d e  r a t e s  an d  c o n d i t i o n s  f o r  r e im b u r s e m e n t  
o f  r e a s o n a b l y  n e c e s s a r y  c o s t s ,  d i r e c t l y  i n c u r r e d  by f i n a n c i a l  i n s t i t u t i o n s  
i n  a s s e m b l i n g  o r  p r o v i d i n g  c u s t o m e r  f i n a n c i a l  r e c o r d s  t o  a  F e d e r a l  G o v e rn m e n t  
a u t h o r  i t y .

The R i g h t  t o  F i n a n c i a l  P r i v a c y  A c t  o f  1978 ( T i t l e  XI o f  P u b l i c  
Law 9 5 -6 3 0 )  p r o v i d e s  a  l i m i t e d  p r o t e c t i o n  a g a i n s t  F e d e r a l  G o v e rn m e n t  
a c c e s s  t o  i n d i v i d u a l s '  f i n a n c i a l  r e c o r d s  m a i n t a i n e d  by f i n a n c i a l  i n s t i t u t i o n s  
by r e q u i r i n g  t h a t ,  w i t h  c e r t a i n  e x c e p t i o n s ,  F e d e r a l  a u t h o r i t i e s  s e e k i n g  
d i s c l o s u r e  o f  t h e s e  r e c o r d s  m u s t  f o l l o w  p r o c e d u r e s  p r e s c r i b e d  by t h e  
A c t .

F o r  t h e  f i r s t  t i m e ,  t h e  A c t  an d  t h i s  p r o p o s e d  r e g u l a t i o n  r e q u i r e  
r e i m b u r s e m e n t  on a  b r o a d  s c a l e  t o  f i n a n c i a l  i n s t i t u t i o n s  f o r  t h e  c o s t  
o f  a s s e m b l i n g  o r  p r o v i d i n g  t h i s  f i n a n c i a l  i n f o r m a t i o n .

DATE: Comments m u s t  b e  r e c e i v e d  by S e p te m b e r  1 0 ,  1 9 7 9 .

ADDRESS: T h e o d o r e  E. A l l i s o n ,  S e c r e t a r y ,  B o a rd  o f  G o v e r n o r s  o f  t h e
F e d e r a l  R e s e r v e  S y s te m ,  W a s h in g t o n ,  D .C . 2 0 5 5 1 .  A l l  m a t e r i a l  s u b m i t t e d  
s h o u l d  i n c l u d e  t h e  D o c k e t  Number R -0 2 4 3 .  Such  m a t e r i a l  w i l l  b e  made 
a v a i l a b l e  f o r  i n s p e c t i o n  an d  c o p y i n g  upon  r e q u e s t  e x c e p t  a s  p r o v i d e d  
i n  s e c t i o n  2 6 1 . 6 ( a )  o f  t h e  B o a r d ' s  R u l e s  R e g a r d i n g  A v a i l a b i l i t y  o f  I n f o r m a t i o n  
(12  CFR § 2 6 1 . 6 ( a ) ) .
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FOR FURTHER INFORMATION, CONTACT: M a r y E l l e n  A. B row n, S e n i o r  C o u n s e l ,
L e g a l  D i v i s i o n ,  B o a rd  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s te m ,  W a s h in g t o n ,
D .C .  2 0 5 5 1  ( 2 0 2 / 4 5 2 - 3 6 0 8 ) .

SUPPLEMENTARY INFORMATION: The R i g h t  t o  F i n a n c i a l  P r i v a c y  A c t  o f  1978
( t h e  " A c t " )  r e s t r i c t s  F e d e r a l  G o v e rn m e n t  a c c e s s  t o  i n d i v i d u a l  c u s t o m e r s '  
f i n a n c i a l  r e c o r d s  m a i n t a i n e d  by f i n a n c i a l  i n s t i t u t i o n s .  A c c e s s  t o  o r  
d i s c l o s u r e  o f  t h e s e  f i n a n c i a l  r e c o r d s  m u s t  be p u r s u a n t  t o  o n e  o f  t h e  
p r o c e d u r e s  a u t h o r i z e d  by t h e  A c t :  (1) v a l i d  w r i t t e n  c u s t o m e r  a u t h o r i z a t i o n ;
(2) a d m i n i s t r a t i v e  summons o r  s u b p o e n a ;  (3) v a l i d  s e a r c h  w a r r a n t ;
(4)  j u d i c i a l  s u b p o e n a ;  an d  (5) f o r m a l  w r i t t e n  r e q u e s t .  The A c t  a l s o  
r e s t r i c t s  t r a n s f e r  o f  f i n a n c i a l  i n f o r m a t i o n  t h u s  o b t a i n e d  f ro m  o n e  F e d e r a l  
a g e n c y  t o  a n o t h e r .

E x c e p t  i n  t h e  c a s e  o f  a s e a r c h  w a r r a n t  o r  c o u r t - o r d e r e d  d e l a y ,  
t h e  b a n k  c u s t o m e r  i s  a l s o  g i v e n  n o t i c e  o f  h i s  o r  h e r  r i g h t s  t o  c h a l l e n g e  
t h e  F e d e r a l  G o v e r n m e n t ' s  a c c e s s  an d  a d v i c e  a b o u t  how t o  e f f e c t u a t e  t h e s e  
c h a l l e n g e  r i g h t s .

A f i n a n c i a l  i n s t i t u t i o n  i s  p r o h i b i t e d  f ro m  r e l e a s i n g  a  c u s t o m e r ' s  
f i n a n c i a l  r e c o r d s  u n t i l  t h e  F e d e r a l  a g e n c y  s e e k i n g  t h e  r e c o r d s  c e r t i f i e s  
i n  w r i t i n g  t o  t h e  f i n a n c i a l  i n s t i t u t i o n  t h a t  i t  h a s  f u l l y  c o m p l i e d  w i t h  
t h e  A c t .

V a r i o u s  e x c e p t i o n s  t o  t h e  A c t ' s  r e q u i r e m e n t s  a r e  p r o v i d e d ,  
i n c l u d i n g  o n e  t h a t  e x e m p t s  t h e  B o a rd  an d  o t h e r  F e d e r a l  f i n a n c i a l  s u p e r ­
v i s o r y  a g e n c i e s  f r o m  t h e s e  r e s t r i c t i o n s  i n  t h e  e x e r c i s e  o f  t h e i r  s u p e r ­
v i s o r y ,  r e g u l a t o r y ,  o r  m o n e t a r y  f u n c t i o n s .

C i v i l  p e n a l t i e s ,  i n j u n c t i v e  r e l i e f ,  a n d  e m p lo y e e  d i s c i p l i n a r y  
p r o c e e d i n g s  a r e  a u t h o r i z e d  a s  r e m e d i e s  f o r  v i o l a t i o n s  o f  t h e  A c t .

The A c t  a l s o  a u t h o r i z e s ,  w i t h  c e r t a i n  e x c e p t i o n s ,  r e i m b u r s e m e n t  
t o  f i n a n c i a l  i n s t i t u t i o n s  f o r  r e a s o n a b l y  n e c e s s a r y  c o s t s  d i r e c t l y  i n c u r r e d  
i n  a s s e m b l i n g  o r  p r o v i d i n g  r e q u i r e d ,  r e q u e s t e d ,  o r  a u t h o r i z e d  f i n a n c i a l  
r e c o r d s .

P u r s u a n t  t o  t h i s  p r o p o s e d  r e g u l a t i o n ,  f i n a n c i a l  i n s t i t u t i o n s  
w o u ld  be  e n t i t l e d  t o  p a y m e n t  f o r  r e a s o n a b l y  n e c e s s a r y  c o s t s  d i r e c t l y  
i n c u r r e d  t o  s e a r c h  f o r ,  r e p r o d u c e ,  o r  t r a n s p o r t  f i n a n c i a l  r e c o r d s  s o u g h t  
by  a  F e d e r a l  a u t h o r i t y .

P a y m e n t  w o u ld  be  made o n l y  a t  t h e  r a t e s  an d  u n d e r  t h e  c o n ­
d i t i o n s  s e t  f o r t h  i n  t h e  p r o p o s e d  r e g u l a t i o n .  O n ly  a  f i n a n c i a l  i n s t i t u ­
t i o n  w o u ld  be  e n t i t l e d  t o  r e i m b u r s e m e n t .

The r a t e  o f  r e i m b u r s e m e n t  f o r  s e a r c h  c o s t s  w o u ld  b e  $5 p e r  
h o u r  o r  f r a c t i o n  o f  an  h o u r  an d  w o u ld  be l i m i t e d  t o  t h e  t o t a l  am ount 
o f  p e r s o n n e l  t i m e  s p e n t  i n  l o c a t i n g ,  r e t r i e v i n g  a n d  r e p r o d u c i n g  d o c u m e n ts  
o r  i n f o r m a t i o n  r e q u i r e d  o r  r e q u e s t e d  by t h e  G o v e rn m e n t  a u t h o r i t y .
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S p e c i f i c  s a l a r i e s  o f  p e r s o n n e l  w o u ld  n o t  be  i n c l u d e d  i n  s e a r c h  c o s t s .
I n  a d d i t i o n ,  s e a r c h  c o s t s  w o u ld  n o t  i n c l u d e  s a l a r i e s ,  f e e s ,  o r  s i m i l a r  
c o s t s  f o r  a n a l y s i s  o f  m a t e r i a l  o r  f o r  m a n a g e r i a l  o r  l e g a l  a d v i c e ,  e x p e r t i s e  
r e s e a r c h ,  o r  t i m e  s p e n t  f o r  an y  o f  t h e s e  a c t i v i t i e s .  R e im b u rs e m e n t  
f o r  r e p r o d u c t i o n  c o s t s  w o u ld  be  a t  t h e  r a t e  o f  10 c e n t s  p e r  p a g e .  
R e im b u r s e m e n t  f o r  t r a n s p o r t a t i o n  c o s t s  w o u ld  b e  l i m i t e d  t o  a c t u a l  c o s t s ,  
a s  s p e c i f i e d .

F i n a n c i a l  i n s t i t u t i o n s  s h o u l d  k e e p  a n  a c c u r a t e  r e c o r d  o f  
p e r s o n n e l  s e a r c h  t i m e ,  c o m p u te r  c o s t s ,  num ber o f  r e p r o d u c t i o n s  m ad e ,  
a n d  t r a n s p o r t a t i o n  c o s t s ,  by e a c h  r e q u e s t ,  a n d  s h o u l d  i n c l u d e  on t h e  
i t e m i z e d  b i l l  o r  i n v o i c e  t h e  name o f  t h e  c u s t o m e r  t o  whom i t  r e l a t e s .
A f t e r  a  f i n a n c i a l  i n s t i t u t i o n  r e c e i v e s  a  C e r t i f i c a t e  o f  C o m p l ia n c e  w i t h  
t h e  A c t  f ro m  t h e  G o v e rn m e n t  a u t h o r i t y  s e e k i n g  a c c e s s  t o  f i n a n c i a l  r e c o r d s ,  
t h e  f i n a n c i a l  i n s t i t u t i o n  may s u b m i t  a n  i t e m i z e d  b i l l  o r  i n v o i c e  t o  
t h a t  F e d e r a l  a u t h o r i t y .  I f  t h e  f i n a n c i a l  i n s t i t u t i o n  d o e s  n o t  r e c e i v e  
a  C e r t i f i c a t e  o f  C o m p l ia n c e  b e c a u s e  t h e  F e d e r a l  a g e n c y  h a s  w i th d r a w n  
i t s  r e q u e s t  f o r  d i s c l o s u r e  o r  a  c u s t o m e r  h a s  r e v o k e d  h i s  o r  h e r  a u t h o r i ­
z a t i o n ,  o r  b e c a u s e  a  c u s t o m e r  h a s  s u c c e s s f u l l y  c h a l l e n g e d  d i s c l o s u r e  
t o  t h e  F e d e r a l  a g e n c y ,  t h e  f i n a n c i a l  i n s t i t u t i o n  may s u b m i t  an  i t e m i z e d  
b i l l  o r  i n v o i c e  f o r  a s s e m b l i n g  f i n a n c i a l  r e c o r d s  up t o  t h e  t i m e  t h a t  
t h e  F e d e r a l  a g e n c y  n o t i f i e s  i t  t h a t  i t s  r e q u e s t  i s  w i t h d r a w n  o r  d e f e a t e d .

The p r o p o s e d  r e g u l a t i o n  d o e s  n o t  a d d r e s s  t h e  i s s u e  o f  i n t e r n a l  
p r o c e d u r e s  f o r  F e d e r a l  a g e n c i e s  b e c a u s e  t h i s  i s s u e  i s  e x p e c t e d  t o  be 
r e s o l v e d  by a g e n c i e s '  i n t e r n a l  a u d i t  p r o c e d u r e s .

The s t a t u t e  p r o v i d e s  e l e v e n  t y p e s  o f  e x c e p t i o n s  f ro m  c o s t  
r e i m b u r s e m e n t  w h ic h  a r e  i n c o r p o r a t e d  i n t o  t h i s  d r a f t  r e g u l a t i o n .  R e im b u r s e  
m e n t  f o r  f i n a n c i a l  r e c o r d s  s o u g h t  p u r s u a n t  t o  an y  o f  t h e s e  e x c e p t i o n s  
i s ,  a c c o r d i n g l y ,  a l s o  e x c e p t e d  f ro m  t h i s  r e g u l a t i o n .

T h i s  d r a f t  r e g u l a t i o n  i s  i s s u e d  p u r s u a n t  t o  5 U .S .C .  § 5 5 3 ,
12 CFR § 2 6 2 . 2  an d  t h e  B o a r d ' s  S t a t e m e n t  o f  P o l i c y  R e g a r d i n g  E x p an d e d  
R u le m a k in g  P r o c e d u r e s  (44 F e d .  R eg .  3 9 5 7 ) .  S i n c e  t h e  r e g u l a t i o n  w i l l  
r e d u c e  c o s t  b u r d e n s  t o  f i n a n c i a l  i n s t i t u t i o n s  by r e i m b u r s i n g  them  f o r  
s e a r c h i n g  f o r  an d  r e p r o d u c i n g  c u s t o m e r s '  f i n a n c i a l  r e c o r d s  a s  r e q u i r e d  
o r  r e q u e s t e d  by t h e  F e d e r a l  G o v e rn m e n t  o r  a s  a u t h o r i z e d  by t h e  c u s t o m e r ,  
a n d  i n  v ie w  o f  t h e  f a c t  t h a t  a  f i n a l  r e g u l a t i o n  m u s t  be  a d o p t e d  by 
O c t o b e r  1 ,  1 9 7 9 ,  e x p e d i t e d  r u l e m a k i n g  p r o c e d u r e s  w e re  f o l l o w e d  i n  i s s u i n g  
t h i s  d r a f t  r e g u l a t i o n ,  i n  a c c o r d a n c e  w i t h  t h e  B o a r d ' s  P o l i c y  S t a t e m e n t .
T he R i g h t  t o  F i n a n c i a l  P r i v a c y  A c t  r e q u i r e s  t h e  B o a rd  t o  e s t a b l i s h ,  
by  r e g u l a t i o n ,  t h e  r a t e s  and  c o n d i t i o n s  o f  c o s t  r e i m b u r s e m e n t ;  t h u s ,  
n o n r e g u l a t o r y  a l t e r n a t i v e s  w e re  n o t  c o n s i d e r e d  d u r i n g  p l a n n i n g  o f  t h e s e  
r e g u l a t i o n s .
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Comments a r e  i n v i t e d  p a r t i c u l a r l y  a b o u t  how t h e  r e im b u r s e m e n t  
s h o u l d  be  s e t  a n d  how i t  c o u l d  be  p e r m i t t e d  t o  v a r y  o v e r  t i m e .  Comments 
a r e  a l s o  i n v i t e d  a b o u t  an y  o t h e r  p r o v i s i o n  o f  t h e  d r a f t  r e g u l a t i o n .
A l l  com m ents  an d  i n f o r m a t i o n  on t h i s  p r o p o s a l  s h o u l d  be s u b m i t t e d  i n  
w r i t i n g  t o  t h e  S e c r e t a r y ,  B o a rd  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  
S y s te m ,  W a s h in g t o n ,  D .C .  2 0 5 5 1 ,  t o  be  r e c e i v e d  by S e p te m b e r  1 0 ,  1 979 .
A l l  m a t e r i a l  s u b m i t t e d  s h o u l d  i n c l u d e  t h e  D o c k e t  Number R -0 2 4 3 .

U nder  t h e  a u t h o r i t y  o f  s e c t i o n  1115 o f  t h e  R i g h t  t o  F i n a n c i a l  
P r i v a c y  A c t  o f  1 9 7 8 ,  12 U .S .C .  § 3 4 1 5 ,  t h e  B o a rd  p r o p o s e s  t o  amend T i t l e  12 
o f  t h e  Code o f  F e d e r a l  R e g u l a t i o n s  by a d d i n g  a  new P a r t  219 ( t o  b e  known 
a s  R e g u l a t i o n  S) t o  r e a d  a s  f o l l o w s :

REGULATION S

PART 2 19— REIMBURSEMENT TO FINANCIAL INSTITUTIONS 
FOR ASSEMBLING OR PROVIDING FINANCIAL RECORDS

S e c .
2 1 9 .1 A u t h o r i t y ,  P u r p o s e  an d
2 1 9 .2 D e f i n i t i o n s
2 1 9 .3 C o s t  R e im b u r s e m e n t
2 1 9 .4 E x c e p t i o n s
2 1 9 .5 C o n d i t i o n s  f o r  P ay m en t
2 1 9 .6 P ay m en t  P r o c e d u r e s

§ 2 1 9 . 1  AUTHORITY, PURPOSE AND SCOPE

T h i s  P a r t  i s  i s s u e d  by t h e  B o a rd  o f  G o v e r n o r s  o f  t h e  F e d e r a l  
R e s e r v e  S y s te m  u n d e r  s e c t i o n  1115 o f  t h e  R i g h t  t o  F i n a n c i a l  P r i v a c y  
A c t  o f  1978 ( t h e  " A c t " )  (12  U .S .C .  § 3 4 1 5 ) .  I t  e s t a b l i s h e s  t h e  r a t e s  
a n d  c o n d i t i o n s  f o r  r e i m b u r s e m e n t  o f  r e a s o n a b l y  n e c e s s a r y  c o s t s  d i r e c t l y  
i n c u r r e d  by f i n a n c i a l  i n s t i t u t i o n s  i n  a s s e m b l i n g  o r  p r o v i d i n g  c u s to m e r  
f i n a n c i a l  r e c o r d s  t o  a  G o v e rn m e n t  a u t h o r i t y .

§ 2 1 9 . 2  DEFINITIONS

F o r t h e  p u r p o s e s  o f  t h i s  P a r t ,  t h e  f o l l o w i n g  d e f i n i t i o n s  s h a l l
a p p l y :

(a )  " F i n a n c i a l  i n s t i t u t i o n "  m eans  an y  o f f i c e  o f  a  b a n k ,  s a v i n g s  
b a n k ,  c a r d  i s s u e r  a s  d e f i n e d  i n  s e c t i o n  103 o f  t h e  C o n su m e rs  C r e d i t  
P r o t e c t i o n  A c t  (15 U .S .C .  1 6 0 2 ( n ) ) ,  i n d u s t r i a l  l o a n  co m p an y ,  t r u s t  com pany , 
s a v i n g s  an d  l o a n ,  b u i l d i n g  an d  l o a n ,  o r  h o m e s te a d  a s s o c i a t i o n  ( i n c l u d i n g  
c o o p e r a t i v e  b a n k s ) ,  c r e d i t  u n i o n ,  o r  c o n s u m e r  f i n a n c e  i n s t i t u t i o n ,  l o c a t e d  
i n  a n y  s t a t e  o r  t e r r i t o r y  o f  t h e  U n i t e d  S t a t e s ,  t h e  D i s t r i c t  o f  C o lu m b ia ,  
P u e r t o  R i c o ,  Guam, A m e r ic a n  Sam oa, o r  t h e  V i r g i n  I s l a n d s .
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(b) " F i n a n c i a l  r e c o r d "  m eans an  o r i g i n a l  o f ,  a  co p y  o f ,  o r  
i n f o r m a t i o n  known t o  h a v e  b e e n  d e r i v e d  f ro m ,  a n y  r e c o r d  h e l d  by a  f i n a n c i a l  
i n s t i t u t i o n  p e r t a i n i n g  t o  a  c u s t o m e r ' s  r e l a t i o n s h i p  w i t h  t h e  f i n a n c i a l  
i n s t i t u t i o n .

(c) " G o v e rn m e n t  a u t h o r i t y "  m eans an y  a g e n c y  o r  d e p a r t m e n t
o f  t h e  U n i t e d  S t a t e s ,  o r  any  o f f i c e r ,  e m p lo y e e  o r  a g e n t  t h e r e o f ,  e x c e p t  
f o r  F e d e r a l  f i n a n c i a l  s u p e r v i s o r y  a g e n c i e s ,  o f f i c e r s ,  e m p l o y e e s ,  o r  
a g e n t s ,  h a v i n g  s t a t u t o r y  a u t h o r i t y  t o  e x a m in e  t h e  f i n a n c i a l  c o n d i t i o n  
o f  a  f i n a n c i a l  i n s t i t u t i o n .

(d) " P e r s o n "  m eans an  i n d i v i d u a l  o r  a  p a r t n e r s h i p  o f  f i v e  
o r  f e w e r  i n d i v i d u a l s .

(e )  " C u s to m e r"  m eans any  p e r s o n  o r  a u t h o r i z e d  r e p r e s e n t a t i v e  
o f  t h a t  p e r s o n  who u t i l i z e d  o r  i s  u t i l i z i n g  a n y  s e r v i c e  o f  a  f i n a n c i a l  
i n s t i t u t i o n ,  o r  f o r  whom a  f i n a n c i a l  i n s t i t u t i o n  i s  a c t i n g  o r  h a s  a c t e d  
a s  a  f i d u c i a r y ,  i n  r e l a t i o n  t o  an  a c c o u n t  m a i n t a i n e d  in  t h e  p e r s o n ' s  
nam e;

( f )  " D i r e c t l y  i n c u r r e d  c o s t s "  m eans c o s t s  i n c u r r e d  s o l e l y  
a n d  n e c e s s a r i l y  a s  a  c o n s e q u e n c e  o f  s e a r c h i n g  f o r ,  r e p r o d u c i n g  o r  t r a n s ­
p o r t i n g  b o o k s ,  p a p e r s ,  r e c o r d s ,  o r  d a t a ,  i n  o r d e r  t o  co m p ly  w i t h  l e g a l  
p r o c e s s  o r  a  f o r m a l  w r i t t e n  r e q u e s t  o r  a  c u s t o m e r ' s  a u t h o r i z a t i o n  t o  
p r o d u c e  a  c u s t o m e r ' s  f i n a n c i a l  r e c o r d s ,  b u t  d o e s  n o t  i n c l u d e  p r o p o r t i o n a t e  
a l l o c a t i o n  o f  f i x e d  c o s t s  ( o v e r h e a d ,  e q u i p m e n t  d e p r e c i a t i o n ,  e t c . ) .
I f  a  f i n a n c i a l  i n s t i t u t i o n  h a s  f i n a n c i a l  r e c o r d s  t h a t  a r e  s t o r e d  a t  
an  i n d e p e n d e n t  s t o r a g e  f a c i l i t y  t h a t  c h a r g e s  a  f e e  t o  s e a r c h  f o r ,  r e p r o d u c e ,  
o r  t r a n s p o r t  p a r t i c u l a r  r e c o r d s  r e q u e s t e d ,  t h e s e  c o s t s  a r e  c o n s i d e r e d  
t o  be  d i r e c t l y  i n c u r r e d  by t h e  f i n a n c i a l  i n s t i t u t i o n .

§ 2 1 9 .3  COST REIMBURSEMENT

E x c e p t  a s  h e r e a f t e r  p r o v i d e d ,  a  G o v e rn m e n t  a u t h o r i t y  r e q u i r i n g  
o r  r e q u e s t i n g  a c c e s s  t o  f i n a n c i a l  r e c o r d s  p e r t a i n i n g  t o  a  c u s t o m e r  s h a l l  
p a y  t o  t h e  f i n a n c i a l  i n s t i t u t i o n  t h a t  a s s e m b l e s  o r  p r o v i d e s  t h e  f i n a n c i a l  
r e c o r d s  a  f e e  f o r  r e i m b u r s e m e n t  o f  r e a s o n a b l y  n e c e s s a r y  c o s t s  w h ich  
h a v e  b e e n  d i r e c t l y  i n c u r r e d  a c c o r d i n g  t o  t h e  f o l l o w i n g  s c h e d u l e :

(a )  S e a r c h  c o s t s . (1 )  R e im b u rs e m e n t  o f  s e a r c h  c o s t s  s h a l l  
b e  t h e  t o t a l  am o u n t  o f  p e r s o n n e l  d i r e c t  t i m e  i n c u r r e d  i n  l o c a t i n g  an d  
r e t r i e v i n g  r e c o r d s  o r  i n f o r m a t i o n .

(2) The r a t e  f o r  s e a r c h  c o s t s  i s  $5 p e r  
h o u r  o r  f r a c t i o n  o f  an  h o u r  a n d  i s  l i m i t e d  t o  t h e  t o t a l  am o u n t  o f  p e r s o n n e l  
t i m e  s p e n t  i n  l o c a t i n g  an d  r e t r i e v i n g  d o c u m e n ts  o r  i n f o r m a t i o n  r e q u i r e d  
o r  r e q u e s t e d .  S p e c i f i c  s a l a r i e s  o f  s u c h  p e r s o n s  s h a l l  n o t  be  i n c l u d e d  
i n  s e a r c h  c o s t s .  I n  a d d i t i o n ,  s e a r c h  c o s t s  do  n o t  i n c l u d e  s a l a r i e s ,  
f e e s ,  o r  s i m i l a r  c o s t s  f o r  a n a l y s i s  o f  m a t e r i a l  o r  f o r  m a n a g e r i a l  o r  
l e g a l  a d v i c e ,  e x p e r t i s e ,  r e s e a r c h ,  o r  t i m e  s p e n t  f o r  an y  o f  t h e s e  a c t i v i ­
t i e s .  I f  i t e m i z e d  s e p a r a t e l y ,  s e a r c h  c o s t s  may i n c l u d e  t h e  a c t u a l  c o s t

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-6 -

o f  e x t r a c t i n g  i n f o r m a t i o n  s t o r e d  by c o m p u te r  i n  t h e  f o r m a t  i n  w h ich  
i t  i s  n o r m a l l y  p r o d u c e d ,  b a s e d  on c o m p u te r  t im e  an d  n e c e s s a r y  s u p p l i e s ;  
h o w e v e r ,  p e r s o n n e l  t i m e  f o r  c o m p u te r  s e a r c h  may be p a i d  f o r  o n l y  a t  
t h e  r a t e  s p e c i f i e d  i n  t h i s  p a r a g r a p h .

(b) R e p r o d u c t i o n  c o s t s . (1) R e im b u r s e m e n t  f o r  r e p r o d u c t i o n  
c o s t s  s h a l l  b e  f o r  c o s t s  i n c u r r e d  i n  m a k in g  c o p i e s  o r  d u p l i c a t e s  o f  
d o c u m e n t s  r e q u i r e d  o r  r e q u e s t e d .

(2) The r a t e  f o r  r e p r o d u c t i o n  c o s t s
f o r  m ak in g  c o p i e s  o r  d u p l i c a t e s  o f  r e q u i r e d  o r  r e q u e s t e d  d o c u m e n ts  i s  
10 c e n t s  f o r  e a c h  p a g e .  P h o t o g r a p h s ,  f i l m s ,  a n d  o t h e r  m a t e r i a l s  a r e  
r e i m b u r s e d  a t  a c t u a l  c o s t .

(c )  T r a n s p o r t a t i o n  c o s t s . R e im b u r s e m e n t  f o r  t r a n s p o r t a t i o n  
c o s t s  s h a l l  b e  f o r  (1) n e c e s s a r y  c o s t s ,  d i r e c t l y  i n c u r r e d ,  t o  t r a n s p o r t  
p e r s o n n e l  t o  l o c a t e  an d  r e t r i e v e  t h e  i n f o r m a t i o n  r e q u i r e d  o r  r e q u e s t e d ;  
a n d  (2) n e c e s s a r y  c o s t s ,  d i r e c t l y  i n c u r r e d  s o l e l y  by t h e  n e e d  t o  co n v e y  
t h e  r e q u i r e d  o r  r e q u e s t e d  m a t e r i a l  t o  t h e  p l a c e  o f  e x a m i n a t i o n .

§ 2 1 9 .4  EXCEPTIONS

A f i n a n c i a l  i n s t i t u t i o n  s h a l l  n o t  b e  r e i m b u r s e d  f o r  c o s t s  
i n c u r r e d  i n  a s s e m b l i n g  o r  p r o v i d i n g  f i n a n c i a l  r e c o r d s  o r  i n f o r m a t i o n :

(a )  a s  an  i n c i d e n t  t o  p e r f e c t i n g  a  s e c u r i t y  i n t e r e s t ,  p r o v i n g  
a  c l a i m  i n  b a n k r u p t c y ,  o r  o t h e r w i s e  c o l l e c t i n g  on a  d e b t  ow ing  e i t h e r
t o  t h e  f i n a n c i a l  i n s t i t u t i o n  i t s e l f  o r  i n  i t s  r o l e  a s  a  f i d u c i a r y ;

(b) i n  c o n n e c t i o n  w i t h  a G o v e rn m e n t  a u t h o r i t y ' s  c o n s i d e r a t i o n  
o r  a d m i n i s t r a t i o n  o f  a s s i s t a n c e  t o  a  c u s t o m e r  i n  t h e  fo rm  o f  a  G o v e rn m e n t  
l o a n ,  l o a n  g u a r a n t y ,  o r  l o a n  i n s u r a n c e  p r o g r a m ;  o r  a s  an  i n c i d e n t  t o  
p r o c e s s i n g  an  a p p l i c a t i o n  f o r  a s s i s t a n c e  t o  a  c u s t o m e r  i n  t h e  fo rm  o f
a G o v e rn m e n t  l o a n ,  l o a n  g u a r a n t y ,  o r  l o a n  i n s u r a n c e  a g r e e m e n t ;  o r  a s  
a n  i n c i d e n t  t o  p r o c e s s i n g  a  d e f a u l t  o n ,  o r  a d m i n i s t e r i n g ,  a G o v e rn m e n t  
g u a r a n t e e d  o r  i n s u r e d  l o a n ,  a s  n e c e s s a r y  t o  p e r m i t  a r e s p o n s i b l e  G o v e rn m e n t  
a u t h o r i t y  t o  c a r r y  o u t  i t s  r e s p o n s i b i l i t i e s  u n d e r  t h e  l o a n ,  l o a n  g u a r a n t y ,  
o r  l o a n  i n s u r a n c e  a g r e e m e n t ;

(c )  w h ic h  i s  n o t  i d e n t i f i e d  w i t h  o r  i d e n t i f i a b l e  a s  b e i n g  
d e r i v e d  f ro m  t h e  f i n a n c i a l  r e c o r d s  o f  a  p a r t i c u l a r  c u s t o m e r ;

(d )  t o  a  F e d e r a l  f i n a n c i a l  s u p e r v i s o r y  a g e n c y  i n  t h e  e x e r c i s e  
o f  i t s  s u p e r v i s o r y ,  r e g u l a t o r y ,  o r  m o n e t a r y  f u n c t i o n s  w i t h  r e s p e c t  t o
a  f i n a n c i a l  i n s t i t u t i o n ;

(e )  i n  a c c o r d a n c e  w i t h  p r o c e d u r e s  a u t h o r i z e d  by t h e  I n t e r n a l  
R ev e n u e  C o d e ,  b u t  r e i m b u r s e m e n t  f o r  d i s c l o s u r e  o f  f i n a n c i a l  r e c o r d s
t o  t h e  I n t e r n a l  R ev en u e  S e r v i c e  i s  p r o v i d e d  f o r  by p r o c e d u r e s  o f  t h a t  
a g e n c y ;
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( f )  r e q u i r e d  t o  be  r e p o r t e d  i n  a c c o r d a n c e  w i t h  a n y  F e d e r a l  
s t a t u t e  o r  r u l e  p r o m u l g a t e d  t h e r e u n d e r ;

(g) s o u g h t  by a  G o v e rn m e n t  a u t h o r i t y  u n d e r  t h e  F e d e r a l  R u l e s  
o f  C i v i l  o r  C r i m i n a l  P r o c e d u r e  o r  c o m p a r a b l e  r u l e s  o f  o t h e r  c o u r t s  i n  
c o n n e c t i o n  w i t h  l i t i g a t i o n  t o  w h ic h  t h e  G o v e rn m e n t  a u t h o r i t y  a n d  t h e  
c u s t o m e r  a r e  p a r t i e s ;

(h) s o u g h t  by a  G o v e rn m e n t  a u t h o r i t y  p u r s u a n t  t o  an  a d m i n i ­
s t r a t i v e  s u b p o e n a  i s s u e d  by a n  a d m i n i s t r a t i v e  law  j u d g e  i n  an  a d j u d i c a t o r y  
p r o c e e d i n g  s u b j e c t  t o  s e c t i o n  554 o f  T i t l e  5 ,  U n i t e d  S t a t e s  C o d e ,  a n d
t o  w h ic h  t h e  G o v e rn m e n t  a u t h o r i t y  a n d  t h e  c u s t o m e r  a r e  p a r t i e s ;

( i )  s o u g h t  by a  G o v e rn m e n t  a u t h o r i t y ,  i n  a c c o r d a n c e  w i t h  
t h e  R i g h t  t o  F i n a n c i a l  P r i v a c y  A c t  p r o c e d u r e s  a n d  f o r  a  l e g i t i m a t e  law  
e n f o r c e m e n t  i n q u i r y ,  a n d  l i m i t e d  o n l y  t o  t h e  nam e, a d d r e s s ,  a c c o u n t  
num ber a n d  t y p e  o f  a c c o u n t  o f  an y  c u s t o m e r  o r  a s c e r t a i n a b l e  g r o u p  o f  
c u s t o m e r s  a s s o c i a t e d  (1) w i t h  a  f i n a n c i a l  t r a n s a c t i o n  o r  c l a s s  o f  f i n a n c i a l  
t r a n s a c t i o n s ,  o r  (2) w i t h  a  f o r e i g n  c o u n t r y  o r  s u b d i v i s i o n  t h e r e o f  in
t h e  c a s e  o f  a  G o v e rn m e n t  a u t h o r i t y  e x e r c i s i n g  f i n a n c i a l  c o n t r o l s  o v e r  
f o r e i g n  a c c o u n t s  i n  t h e  U n i t e d  S t a t e s  u n d e r  s e c t i o n  5 (b )  o f  t h e  T r a d i n g  
W ith  t h e  Enemy A c t  (50 U .S .C .  A pp . 5 ( b ) ) ;  t h e  I n t e r n a t i o n a l  E m erg en cy  
E co n o m ic  P o w e rs  A c t  ( T i t l e  I I ,  P u b l i c  Law 9 5 - 2 2 3 ) ;  o r  s e c t i o n  5 o f  t h e  
U n i t e d  N a t i o n s  P a r t i c i p a t i o n  A c t  (22 U .S .C .  2 8 7 ( c ) ) ;

( j )  s o u g h t  by a  G o v e rn m e n t  a u t h o r i t y  i n  c o n n e c t i o n  w i t h  a 
l a w f u l  p r o c e e d i n g ,  i n v e s t i g a t i o n ,  e x a m i n a t i o n ,  o r  i n s p e c t i o n  d i r e c t e d
a t  t h e  f i n a n c i a l  i n s t i t u t i o n  i n  p o s s e s s i o n  o f  s u c h  r e c o r d s  o r  a t  a  l e g a l  
e n t i t y  w h ic h  i s  n o t  a  c u s t o m e r ;

(k) u n t i l  N ovember 1 0 ,  1 9 8 0 ,  f i n a n c i a l  r e c o r d s  an d  i n f o r ­
m a t i o n  s o u g h t  by t h e  S e c u r i t i e s  an d  E x c h a n g e  C o m m is s io n .

§ 2 1 9 .5  CONDITIONS FOR PAYMENT

(a) P ay m en t  f o r  r e a s o n a b l y  n e c e s s a r y ,  d i r e c t l y  i n c u r r e d  c o s t s
t o  f i n a n c i a l  i n s t i t u t i o n s  s h a l l  be  l i m i t e d  t o  m a t e r i a l  r e q u i r e d  o r  r e q u e s t e d .

(b) P ay m en t  s h a l l  b e  made o n l y  f o r  c o s t s  t h a t  a r e  b o t h  d i r e c t l y  
i n c u r r e d  and  r e a s o n a b l y  n e c e s s a r y .  I n  d e t e r m i n i n g  w h e th e r  c o s t s  a r e  
r e a s o n a b l y  n e c e s s a r y ,  s e a r c h ,  r e p r o d u c t i o n ,  a n d  t r a n s p o r t a t i o n  c o s t s  
s h a l l  b e  c o n s i d e r e d  s e p a r a t e l y .

(c )  No p a y m e n t  s h a l l  be  made u n t i l  t h e  f i n a n c i a l  i n s t i t u t i o n  
s a t i s f a c t o r i l y  c o m p l i e s  w i t h  t h e  l e g a l  p r o c e s s  o r  f o r m a l  w r i t t e n  r e q u e s t ,  
o r  c u s t o m e r  a u t h o r i z a t i o n ,  e x c e p t  t h a t  i n  t h e  c a s e  w h e re  t h e  l e g a l
p r o c e s s  o r  f o r m a l  w r i t t e n  r e q u e s t  i s  w i t h d r a w n ,  o r  t h e  c u s t o m e r  a u t h o r i z a t i o n  
r e v o k e d ,  o r  w h e re  t h e  c u s t o m e r  s u c c e s s f u l l y  c h a l l e n g e s  a c c e s s  by o r  
d i s c l o s u r e  t o  a  G o v e rn m e n t  a u t h o r i t y ,  t h e  f i n a n c i a l  i n s t i t u t i o n  s h a l l  
b e  r e i m b u r s e d  f o r  r e a s o n a b l y  n e c e s s a r y  c o s t s  d i r e c t l y  i n c u r r e d  i n  a s s e m b l i n g
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f i n a n c i a l  r e c o r d s  r e q u i r e d  o r  r e q u e s t e d  t o  be  p r o d u c e d  up t o  t h e  t im e  
t h a t  t h e  G o v e rn m e n t  a u t h o r i t y  n o t i f i e s  t h e  i n s t i t u t i o n  t h a t  t h e  l e g a l  
p r o c e s s  o r  r e q u e s t  i s  w i t h d r a w n  o r  d e f e a t e d ,  o r  t h a t  t h e  c u s t o m e r  h a s  
r e v o k e d  h i s  o r  h e r  a u t h o r i z a t i o n .

(d) No p a y m e n t  s h a l l  b e  made u n l e s s  t h e  f i n a n c i a l  i n s t i t u t i o n  
s u b m i t s  an i t e m i z e d  b i l l  o r  i n v o i c e  s h o w in g  s p e c i f i c  d e t a i l s  c o n c e r n i n g  
t h e  s e a r c h ,  r e p r o d u c t i o n ,  a n d  t r a n s p o r t a t i o n  c o s t s .

§ 2 1 9 .6  PAYMENT PROCEDURES

(a) A t  t h e  t i m e  a  G o v e rn m e n t  a u t h o r i t y  s e r v e s  i t s  l e g a l  p r o c e s s  
o r  r e q u e s t ,  t h e  G o v e rn m e n t  a u t h o r i t y  s h a l l  n o t i f y  t h e  f i n a n c i a l  i n s t i t u t i o n  
t h a t  an  i t e m i z e d  b i l l  o r  i n v o i c e  m u s t  be s u b m i t t e d  f o r  p a y m e n t  a n d  s h a l l  
f u r n i s h  an  o f f i c e  a d d r e s s  f o r  t h i s  p u r p o s e ;

(b) I f  a  G o v e rn m e n t  a u t h o r i t y  w i t h d r a w s  t h e  l e g a l  p r o c e s s
o r  f o r m a l  w r i t t e n  r e q u e s t ,  o r  i f  t h e  c u s t o m e r  r e v o k e s  h i s  o r  h e r  a u t h o r i ­
z a t i o n ,  o r  i f  t h e  l e g a l  p r o c e s s  o r  r e q u e s t  h a s  b e e n  s u c c e s s f u l l y  c h a l l e n g e d  
by  t h e  c u s t o m e r ,  t h e  G o v e rn m e n t  a u t h o r i t y  s h a l l  i m m e d i a t e l y  n o t i f y  t h e  
f i n a n c i a l  i n s t i t u t i o n  o f  t h e s e  f a c t s ,  a n d  s h a l l  a l s o  n o t i f y  t h e  f i n a n c i a l  
i n s t i t u t i o n  t h a t  t h e  i t e m i z e d  b i l l  o r  i n v o i c e  m u s t  be s u b m i t t e d  f o r  
p a y m e n t  o f  c o s t s  i n c u r r e d  up t o  t h e  t im e  t h a t  t h e  f i n a n c i a l  i n s t i t u t i o n  
r e c e i v e s  t h i s  n o t i c e .

By o r d e r  o f  t h e  B o a rd  o f  G o v e r n o r s ,  e f f e c t i v e  A u g u s t  2 ,  1 9 7 9 .

( S ig n e d )  T h e o d o r e  E. A l l i s o n

T h e o d o r e  E . A l l i s o n  
S e c r e t a r y  o f  t h e  B o a rd

[SEAL]
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