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) Rule Governing Garnishment of Deposit Accounts

m Containing Federal Benefit Payments

The Treasury Department, the Social Security Administration and other federal
agencies issued a final rule governing the obligations of a depository institu-
tion when it receives a garnishment order. The rule establishes procedures that a

__ financial institution must follow when it receives a garnishment order for an account
” into which benefit payments are directly deposited. The rule does not apply when

) benefit payments are deposited by check. The final rule is effective June 28, 2013,
and amends the interim rule that has been in effect since May 2011.

Under the final rule, financial institutions are only required to provide a notice to an account holder when there
are funds in the account in excess of the “protected amount.” The “protected amount” is the lesser of the sum of
benefits payments deposited to the account during the two-month lookback period and the balance in the ac-
count at the time an account review is performed. In addition, financial institutions are now permitted to charge
a garnishment fee up to five business days after the account review has been conducted. The garnishment fee
is limited to the amount of excess benefit funds and non-benefit funds in the account on the day the fee is as-
sessed.

The Treasury Department has updated its Guidelines for Garnishment of Accounts Containing Federal Benefit
Payments to assist financial institutions in compliance. We encourage financial institutions to review the final rule

and their policies and procedures for handling garnishments and make appropriate revisions.

Updates to the Mortgage Rules

On June 24th the CFPB issued proposed revisions and clarifications to the new
mortgage rules. The proposal addresses a number of issues including clarifying
who is a loan originator and the items included in points and fees under the ability-
to-repay rule. The CFPB has not extended the

effective date for the mortgage rules, and in fact has proposed changing the effec-
tive date for portions of the loan originator rule

from January 10, 2014 to January 1, 2014.

In a recent speech Director Cordray noted that the agency will continue to work with the mortgage industry on
revisions to the official interpretations and the rules, if necessary, but that the deadline for compliance which was
mandated by Congress will not change. We plan to provide a more detailed analysis of this proposal in a future
To the Point! publication. Institutions should review the proposal to begin identifying how the proposal, if adopt-
ed, will require changes to their implementation plans. Comments on the proposal are due July 22, 2013.



Senate Hearing on Private Student Loans

The Senate Committee on Banking, Housing and Urban Affairs held a hearing on
private student loans last week. Representatives from the FDIC, OCC, FRB and the
CFPB provided testimony. Chairman Johnson acknowledged favorably the CFPB’s
activities in this arena, including its recent proposal to regulate student loan ser-
vicers.

Both the OCC and the FDIC noted that the banks they regulate currently have the
ability to offer loss mitigation options to troubled private student loan borrowers and that banks were expected to
do so consistent with safe and sound lending practices. The agencies specifically rebutted the concern raised
by some banks that the treatment of a loan restructuring as a troubled debt restructuring (TDR) prevented banks
from engaging in prudent workout arrangements with student borrowers during periods of hardship. They noted
that banks have an obligation to accurately report restructured loans, including those that result in a TDR desig-
nation, and that this obligation and the obligation to assist troubled borrowers were not mutually exclusive.

The agencies also expressed concern that borrowers may not be aware of workout programs and associated
eligibility criteria and encouraged banks to provide accurate and complete guidance to troubled borrowers. Fi-
nally, the FDIC commented that it was in the process of issuing a statement clarifying its expectations regarding
student loan modifications for those banks it regulates.

Banks and servicers engaged in the student loan market should become familiar with the comments made
by the regulators in their testimony and determine how they can improve access to loss mitigation options for

distressed student loan borrowers. Banks should also confirm that they accurately report restructured student
loans.
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