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Al Azen
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January 7, 2005

Subject:
Restart of the Minor Judiciary Interest on Trust Account Program (MJ-IOTA) 

Previously (August, 2004), the Supreme Court of Pennsylvania issued an Order establishing an IOLTA-like program for the minor judiciary of Pennsylvania, referred to as the MJ-IOTA program.  However, several adjustments had to be made to policies and the common computer database reporting software used by most of the minor judiciary, and additional time was needed to make those adjustments.  Therefore, the Court issued another Order to delay the implementation of the MJ-IOTA program.  Those software and policy adjustments have been made, and today the Court has issued its Order (copy enclosed without the 13 page Annex A which contains the regulations governing the operation of the program) requiring the minor judiciary to establish the MJ-IOTA accounts effective February 1, 2005.  A copy of the Annex A will be provided upon request.
Since 1989, Pennsylvania has had an attorney IOLTA (Interest on Lawyers Trust Account) program.  The attorney IOLTA program requires that attorneys place certain types of fiduciary funds they handle, as a result of the practice of law, into interest-bearing IOLTA escrow accounts.  The interest earned on the IOLTA account is transferred by the attorney(s depository institution to the PA IOLTA Board and is used to fund non-profit organizations and law school clinical programs that provide civil legal assistance to low income Pennsylvania residents. Studies of the Pennsylvania Bar Association, the American Bar Association, and many other respected organizations have consistently found that civil legal aid is available to only one in five low income persons in desperate need of civil legal help.  As a result, legal assistance is often rationed to those whose needs are determined the greatest, such as victims of domestic violence, tenants and homeowners facing loss of housing, and families facing loss of income.

The Pennsylvania Supreme Court(s Order requires the Commonwealth(s Minor Judiciary to convert their existing custodial accounts into interest-bearing status for the same reasons it established the mandatory attorney IOLTA program.  The Minor Judiciary includes Magisterial District Judges, Philadelphia Traffic Court, Municipal Courts and Magistrates. The MJ-IOTA program differs from the regular attorney IOLTA program primarily in who can establish the account.  A pamphlet describing the MJ-IOTA program and several enrollment forms are enclosed for your use.  More pamphlets and forms can be obtained from the IOLTA Board should you need them.

Operationally, the IOLTA and MJ-IOTA programs can be handled substantially the same by depository institutions.  That is, an enrollment form (or similar directive) from the minor judiciary will be sent to the depository institution to serve as the authorization from the account holder to convert an existing eligible account to an MJ-IOTA account. Thereafter, the depository institution should begin crediting interest on the account, and at least quarterly (preferably monthly) begin remitting the interest to the PA IOLTA Board, PO Box 8500-3260, Philadelphia, PA 19178-3260 (or as the depository institution currently remits attorney IOLTA account interest).  The PA IOLTA Board(s federal tax I.D. number 25-1802119 should be used on all MJ-IOTA accounts.  With each remittance, the depository institution must report the account(s interest and service charges deducted from the MJ-IOTA interest, if any.  The Bank Guidelines for the attorney IOLTA program should be used by depository institutions for the MJ-IOTA program.  Should changes in those Guidelines be needed, we promptly will advise you.  For your quick reference, those Guidelines are available at http://www.paiolta.org/Banking/Bank%20Guidelines%20Index.htm.
There are two features in the MJ-IOTA program that may impact depository institutions differently compared to the regular attorney IOLTA program.  First, the Supreme Court(s Order provides that depository institutions ([t]ransmit to the IOLTA Board with each remittance a statement showing . . . if available, the average daily collected balance in the account for the period of the report(.  This information, although not required if it is not available, is data that will likely be sought in the future for attorney IOLTA accounts as well.  The data are useful to the IOLTA Board to help estimate anticipated revenues, and to monitor remittances applicable to the accounts.

Second, the Order provides, in part, that the interest rate on MJ-IOTA accounts be (. . . no less than the highest rate of interest generally available from the depository institution to non-MJ-IOTA depositors when MJ-IOTA accounts meet or exceed the same minimum balance or other account eligibility qualifications as other non-MJ-IOTA depositors.  In no event shall the rate of interest payable on MJ-IOTA accounts be less than the rate paid by the depository institution on negotiable order of withdrawal accounts or super negotiable order of withdrawal accounts(.  This requirement is intended to obtain the best available interest rate offered by the depository institution for MJ-IOTA accounts.  

A mailing will be going to the Special Courts shortly; therefore, if your institution holds any of the custodial accounts of the Special Courts, you can expect to be receiving an enrollment form(s) and questions concerning the program.  As always, you should contact Connie Leeds, Jean Myers or me should you have any questions.  Thank you in advance for your anticipated co-operation.

