Federal Garnishment Compliance Standard Proposed

On April 19, 2010, the Department of the Treasury, the Office of Personnel Management, the Railroad Retirement Board, the Social Security Administration and the Department of Veterans Affair issued a joint Notice of Proposed Rulemaking (NPRM). The proposal’s stated intent is to establish straightforward, uniform, cost effective procedures addressing the extent to which financial institutions may, pursuant to garnishment orders, freeze or seize funds in accounts that contain Federal benefits.  Federal benefits like Social Security and Veterans benefits are protected and exempt under Federal law from garnishments.  Following is a very brief review of the proposal.

Account Review and Lookback Period

Financial institutions upon receipt of a garnishment order would need to review the account history for a 60 day period preceding the receipt of the order.  If during this “lookback” period one or more exempt Federal benefit payments were directly deposited to the account, the financial institution must allow the account holder to have access to an amount equal to the lesser of the sum of such exempt payments or the balance of the account.

Identifying Exempt Funds

Key to financial institution compliance with garnishment orders is the ability to accurately and efficiently ascertain exempt Federal benefit payments during the applicable “lookback” period so that these funds can be remain available to the account holder. 

1. Treasury will encode an “X” in position 20 of the “Company Name” Field of the Batch Header Record for each Agency exempt benefit Automated Clearing House (ACH) payment. For example, a typical Social Security benefit payment would have a company name of “US TREASURY 303X.” This encoding, along with the current practice of encoding a “2” in the “Originator Status Code” Field in the Batch Header Record to designate payments originated from the Federal government, will allow financial institutions to identify Federal exempt payments through either manual or systems inspection.

2. The Agencies will publish a list of the unique “Entry Detail Description” Fields in the Batch Header Record for all of their exempt benefit payments. For example, the “SUPP SEC” entry denotes an exempt Supplemental Security Income benefit payment, and “VA CH31” denotes an exempt VA Vocational Rehabilitation & Education benefit payment.

The notice can be found at: http://www.gpoaccess.gov/fr/index.html. 

· In the search box for 2010 (Volume 75), enter the word “Garnishment” 

· Click the SUBMIT button 

Click on any of the file types associated with the Garnishment of Accounts Containing Federal Benefit Payments entry for April 19, 2010.
Comments about this proposal must be received by June, 18, 2010.  The issuing agencies are inviting comments on all aspects of this proposed rule.  Comments can be submitted online at www.regulations.gov.

MACHA is encouraging its members to review the proposal and submit your comments directly to the Department of the Treasury.
