
Multistate Financial Institution Data Match (MSFIDM) 
Federal Levy Process Meeting

May 11-12, 2004, Washington, DC

On May 11-12, 2004, the Federal Office of Child Support Enforcement (OCSE) convened the MSFIDM Federal Levy Process meeting at the Mandarin Oriental Hotel in Washington, D.C.  Participants included state IV-D Directors representing nine of the ten regions of the country’s child support enforcement agencies, multistate financial institutions (MSFIs), Social Security Administration (SSA), Internal Revenue Service (IRS), and OCSE.  
Participating States & MSFIs

	States 
	MSFIs

	Region I - Connecticut 
	Region VI – New York
	AM South Bank
	Fidelity Investments

	Region II – New Jersey 
	Region VII – Iowa
	American Banker’s Association
	Navy Federal Credit Union

	Region III – Virginia 
	Region IX – Massachusetts 
	Banco Popular de Puerto Rico
	PNC Bank

	Region IV – North Carolina 
	Region X – Washington
	Bank of America
	U.S. Bank

	Region V – Ohio
	Puerto Rico
	Citigroup
	Wachovia Bank

	
	
	Edward D. Jones Investments
	Washington Mutual Bank


Purpose of the Meeting:   

· Identify and discuss state and MSFI issues with the current state levy process, 

· Provide background on the evolution of the proposed MSFIDM Federal Levy Process, and  
· Discuss the proposed MSFIDM Federal Levy Process, identify issues and/or concerns, and move toward consensus. 

Current State Financial Institution Levy Process:  
Issues with the current state levy process were captured in the Option Issue Matrix.  Some issues were discussed in more detail as documented below:
State Issues:

· Jurisdiction—MSFIs are not honoring levy requests from all states resulting in lower collections for delinquent child support.  

Marilyn Ray Smith, IV-D Director of Massachusetts discussed the contents of her May 10, 2004 memorandum to state IV-D Directors regarding interstate levies.  
· Lack of Automation and State Staff— OCSE distributes a large volume of MSFI matched data to states, however only a few states have an automated levy process.  Additionally, states do not have sufficient staff to manually review the matched data to determine an obligor’s eligibility for levy action and subsequently issue levy requests to MSFIs. 

MSFI Issues:  
· Multiple State Levy Processes—MSFIs expressed difficulty in interpreting and processing different state levy laws. 
· Erroneous State Levy Requests— Some states send levy requests on closed accounts which has resulted in a large number of levy requests that do not result in collections.  This may occur because some states do not use the most current quarterly match data or states may not have programmed their system for the closed account indicator.  

· Levy Instructions for Non-Liquid Assets—Brokerage/security firms requested assistance in determining what constitutes an account and requested specific instructions for liquidating non-liquid assets when responding to a child support levy. 
· Levy Releases— MSFIs receive a high volume of releases on levy actions.  MSFIs suggested better communication with states could avoid unnecessary paperwork. 

· Lack of Automation—Lack of state child support enforcement levy standardization makes it difficult for MSFIs to automate the levy process.   

Administration’s Proposed MSFIDM Federal Levy Legislation and Process 
Marilyn Ray Smith provided a brief overview of the National Child Support Enforcement Association (NCSEA) recommended changes to the proposed MSFIDM Federal Levy legislation.  

State Issues:
· Potential of states having a different levy process for in-state versus multistate financial institutions.

· Timing of modifications or releases to levy actions under the proposed MSFIDM Federal Levy Process.

· Customer Service/Notification and how quickly the obligor would receive notice of a levy action on his/her account. 

· Does the proposed MSFIDM Federal Levy legislation preempt state law?
· Determine which state law would be followed if the account is located in a state other than the state requesting the levy action.  Meeting attendees agreed that state property law in the state where the account is located should be followed.  The consensus is to “walk in the shoes of the debtor” and if the debtor/delinquent obligor has a right to the property in the state where the account is located, an MSFIDM Federal levy could freeze the obligor’s right to the property.  

MSFI Issues:

· Include legal requirements in the legislation outlining the process for freezing and seizing assets, including addressing account types eligible for levy action and guidelines/instructions for liquidating stocks and bonds.  

· Mandate state participation in the MSFIDM Federal Levy Process.
MSFIDM Federal Levy Analysis 
OCSE analyzed the 4th quarter 2003 MSFIDM data and applied the edits/filters below to identify the potential number of levy actions and collections by state if OCSE issued levy actions with the proposed MSFIDM Federal Levy Process.  

Edits/filters applied to the 4th quarter 2003 matched data to conduct the analysis:

· The match occurred through MSFIDM.
· The name on the account matched the name submitted on the Inquiry File.
· The account is open.
· The account type is not an ERISA or a trust.
· The delinquent obligor’s arrears are greater than $500.

Note:  Obligors may open trust accounts in an effort to hide money.  Some states are beginning to analyze levying trust accounts to collect past-due child support.

The analysis does not take into consideration state specific criteria/restrictions for levy actions.  
The following reports were produced to conduct the MSFIDM Levy Analysis and reviewed at the meeting:

· State MSFIDM Collection Data for Calendar Years 2002 & 2003 (Attachment A)

· Comparison of Arrears Balance $100 v. $500 (Attachment B)

· Potential Levies and Collections by Account Type (Attachment C)

· Joint Account Analysis (Attachment D)

Automation and Levy Processing
Puerto Rico and Banco Popular’s Automated Levy Process:  Pedro Dohnert Olivieri, Systems and Technology Director of ASUME (the child support enforcement division in Puerto Rico) and Sharon Vera Ruiz, Project Manager, Operational System Improvement with Banco Popular, presented the design, development and implementation process and best practices for a fully automated (from state issuance through bank seizure), paperless levy process.  
Web-Based Interface:   Social Security Administration (SSA) developed a secure, web-based interface between SSA and financial institutions to verify account information for individuals applying for SSA benefits; thus eliminating the paper verification process.  Several SSA offices and financial institutions are piloting the web interface.  Building on the Proof of Concept developed by SSA, OCSE presented an interactive web concept that could be used for OCSE to send levy requests to MSFIs and allow MSFIs to send acknowledgments to OCSE.  The web concept could also be used as an interface between OCSE and states allowing states real-time access to MSFIDM Federal levy actions.  

Electronic Postal Certification/Proof of Service:  MSFIs voiced a concern about the perception that automated levy actions may not meet legal requirements for proof of service.  The Electronic Postal Certification addresses the proof of service concerns.  Kim Mitchel, Senior Technical Advisor at SSA, explained that the Electronic Postal Certification provides the same delivery verification as sending an item through the traditional United States Postal Service via certified mail.  She also addressed the security challenges of data sharing, authentication of the parties to the transactions, integrity, confidentiality, and the receipt process.  She also discussed the Secure Transport Service, which is a three-year collaborative effort by SSA, the GSA, the USPS and the private sector.  The Secure Transport Service is certified and accredited for use by Federal and state agencies for secure interagency communications.

Levy Options
Meeting attendees were unable to reach consensus to identify a single solution to the existing issues with the current state levy process.  Eight levy options were introduced and presented to meeting attendees.  Meeting attendees reviewed each option and determined whether the option resolved issues with the current state levy process. 
	OPTION
	DESCRIPTION

	1. Maintain Status Quo
	States continue to issue levies to MSFIs using their current state laws and levy processes.  (Issues with current processes are identified in the OPTION ISSUE matrix.)

	2. Proposed Federal Levy Legislation, Participation by All States
	All states participate in the proposed process that will centralize and standardize the MSFIDM Levy Process at OCSE.

	3. Enforce State Plan Requirement that FIs Honor Levy Requests from Other States

	Maintain status quo and enforce state plan requirement that FIs must honor levy requests from other states.

	4. Standard Form
	Maintain status quo and create a standard levy form for all states to use and send to FIs to freeze and seize assets.

	5. Standard Process
	Determine what processes can be standardized without changes to states' law.  Develop and implement some standardized processes for states to follow to freeze and seize assets in MSFIs.

	6. Mandate State Standardization
	Propose a Federal mandate, through a state plan requirement, to standardize the MSFIDM Levy Process, including hold timeframes, appeal periods, etc. (May not be feasible.)

	7. AEI Concept
	States request the assistance of the state where the matched account is located to freeze and seize the identified asset.  This occurs when the account is located in a state other than the state that received the matched data, and the FI will not honor the requesting state's levy.  

	8. Proposed Federal Levy Legislation, Participation Optional for States
	States opt to participate in the Federal Levy Process or opt out of the Federal Levy Process and maintain the status quo.


	OPTION

ISSUE

MATRIX 
	DOES THE OPTION ADDRESS THE PROBLEMS IDENTIFIED WITH THE CURRENT PROCESS (YES/NO)?

	
	Jurisdiction (MSFIs not accepting interstate levies)
	Increase Number of Levies to MSFIs and Collections to Children
	Insufficient MSFI Staff
	Multiple State Levy Processes
	Control Volume of Levies for States and MSFIs
	Facilitate Automation
	Reduce State Resources Needed for Levy Process
	Specify How Brokerage Firms Liquidate Non-Liquid Assets
	Reduce Releases of Levy Actions

	1. Maintain Status Quo
	No
	No
	No
	No
	No
	No
	No
	No
	No

	2. Proposed Federal Levy Legislation, Participation by All States
	Yes
	Yes
	Yes (especially with automation).
	Yes, but there may be a small number of levies from states (i.e., private attorney).
	Yes--States
Yes--MSFIs, if the number of levies are controlled (per day, week, etc.).  
	Yes
	Depends on the state.
	No, unless a standard definition of account and balance is addressed (current draft legislation does not address definition of account balance).
	No, but the nature of the release may be different.

	3. Enforce State Plan Requirement that FIs Honor Levy Requests from Other States
	Yes
	Yes, for states currently maximizing MSFIDM by enabling states to freeze & seize assets across state lines.
	No
	No
	States--Yes
MSFIs--No
	No
	No, if it results in more levies.
	No
	No

	4. Standard Form
	No
	No
	No
	No
	States--Yes
MSFIs--No
	No
	N/A
	Yes, if spelled out on the form.
	No

	5. Standard Process
	?
	?
	?
	?
	?
	?
	?
	?
	?

	6. Mandate State Standardization
	No, unless the jurisdiction issues are solved.
	No
	Yes (especially with automation).
	Yes
	States--Yes
MSFIs--No
	Yes
	No
	Yes, if mandated.
	No

	7. AEI Concept
	Yes
	Some
	No
	No
	No
	No
	No
	No
	No

	8. Proposed Federal Levy Legislation, Participation Optional for States
	Yes, if the process is at the Federal level.
No, if states continue to use their state process.
	Yes, If the process is at the Federal level.
	Yes (especially with automation).
	Reduces
	Some
	Some
	Some
	No, unless a standard definition of account and balance is addressed (current draft legislation does not address definition of account balance).
	No, but the nature of the release may be different.


CONSENSUS ITEMS

MSFIDM Levy Options

· Establish workgroups to pursue the following options:
· 3. Maintain status quo and enforce state plan requirement that FIs must honor levy requests from other states.

· 4. Maintain status quo and create a standard levy form for all states to use and send to FIs to freeze and seize assets.

· 5. Determine what processes can be standardized without changes to states' law.  Develop and implement some standardized processes for states to follow to freeze and seize assets in MSFIs.

· 8. Proposed Federal Levy Legislation, Participation Optional for States - States opt to participate in the Federal Levy Process or opt out of the Federal Levy Process and maintain the status quo

Federal Levy Process

· Criteria for MSFIDM levy actions 

· Minimum arrears balance for levy is $500

· Only send levy actions on open accounts, OCSE will work with MSFIs not providing account status

· Only send levy actions on accounts that have a name match or if the state confirms that the person named on the account and the delinquent obligor are one in the same, OCSE will work with MSFIs not performing name match

· Two options for states to initiate levy requests

· Automatic Levy Using Debtor (Tax Offset) File

· Separate File/Transaction

Current Best Practices

· States & MSFIs should use the new “Inactive” Field in the MSFIDM Match Response Record—new indicator will not be available until September 2004

· MSFIs notify their customers of levy actions

· Name on the account should be provided to the MSFI on the levy notice

· Sending the account number will help facilitate MSFI automation

· Only send levy actions on open accounts, OCSE will work with MSFIs not providing account status

· Only send levy actions on accounts that have a name match or if the state confirms that the person named on the account and the delinquent obligor are one in the same, OCSE will work with MSFIs not performing name match

· Only send levy requests on current match data
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