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OCC Examiner’s Handbook on Garnishments Erroneous  
 

he Office of the Comptroller of the Currency 

released on April 1, 2014 a Comptroller’s 

Handbook (“Handbook”) pertaining to the 

garnishment of accounts that contain federal 

benefit payments that included inconsistencies 

with the federal garnishment rule. See CBA’s 

Regulatory Compliance Bulletin dated February 

28, 2011. Officials with the OCC have been 

apprised of the inconsistencies, first brought to 

light by Ted Kitada of Wells Fargo, Chairman of 

CBA’s Legal Affairs Committee. The 

inconsistencies are as follows: 

 

Omission of Notice of Right to Garnish - When a 

financial institution receives a garnishment order 

obtained by the United States or issued by a state 

child support agency, it follows its customary 

procedures for handling the order, but only if the 

order is accompanied with a Notice of Right to 

Garnish Federal Benefits (“Notice”), as set forth 

in Appendix B to 31 C.F.R. Part 212, 31 C.F.R. 

section 212.4(b). In the summary to the rule in the 

Handbook, this condition is omitted. In 

California, a garnishment order issued by the 

California Department of Child Support Services 

is not accompanied with the Notice as a matter of 

DCSS’s regular garnishment process.  

Consequently, a financial institution receiving 

such an order must comply with the rule by 

undertaking an account review and setting aside a 

protected amount, if any. It cannot and should not 

follow its customary procedures for handling 

orders.  

 

Omission of State Law Preemption - The 

Handbook fails to mention that inconsistent state 

laws are preempted under rule, while consistent 

state laws are not preempted.  In practice, this 

means that state law controls and is not 

preempted where it grants a greater protected 

amount than under the federal rule. Under 

California Code of Civil Procedure section 

704.080, certain amounts of social security 

benefits, as defined, are protected.   

 

Seizure Orders - The Handbook fails to highlight 

that seizure orders are covered under the Final 

Rule. See CBA’s Regulatory Compliance 

Bulletin dated July 1, 2013. 

 

Response to IRS Levies - The Handbook fails to 

address the proper response to IRS levies.  

Although the rule requires a garnishment order 

from the United States to include the Notice, IRS 

levies may garnish federal benefits without being 

accompanied by the Notice and banks do not 

follow the procedures articulated under the rule. 

Rather, funds can be surrendered immediately 

without the required account review.   

 

The contents of this Bulletin are derived from a 

memorandum sent to the OCC by the American 

Bankers Association.  

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice.  Please consult with your 

counsel for more detailed information applicable to your 

institution.
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