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Memorandum 7h4~9
Subject; Study 65.90 - Inverse (ondemnation (Payment of Judgments)

In reviewing possible areas of inverse condemnetion law that might
profitably be considered by the Commisslion, the staff concluded that one
area worthy of immediate consideration 1s payment of inverse condemnation
Judgments by local public entities. A staff draft of & tentative recom-
mendation Is sattached. The draft explains the problem and proposed solu-
tien. | Hence, we do not repeat that discusslon here.

We are presenting the draft for your consideration wlth the view to
sending it ocut for comment after the February meeting 1If it meets with
your approval.

Respectfully submitted,

John H, DeMoully
Executive Secretary



#65.90 January 24, 1974
TENTATIVE
RECOMMENDATION OF THE CALIFCRNIA IAW REVISION COMMISSION
relating to
INVERSE CONDEMNATION

Payment of Judgments Against Local Public Entities

In 1963, upon recommendation of the Iaw Revision Commission, the Legis-
lature enacted comprehensive legislation dealing with the 1iability of public
entities and public employees. The comprehensive legisiation included pro-
vislons recommended by the Commission releting to the payment of tort judg-
ments against local public entities. These provisions require that local
public entitlies pay tort judgments against them and, at the same time, are
designed to protect local public entitles against the disruptive financial
tonsequences of large tort Judgments.l

Depending upon the financial condition of the local publiec entity, 1t
can comply with the duty to pay a tort Judgment2 by (1) paying the
Judgment in the fiscal yeer in which it becomes final (Govt. Code
§ 970.4); (2) paying the judgment in the next fiscal year {Govt.

Code § 970.6); (3) paying the judgment in not more than 10 annual

1. See Recommendation Relating to Sovereign Immunity: Number 2--Claims,
Actions and Judgments Against Public Entitles and Publlic loyees,
L Cal. 1. Revision Comm'n Reports 1001, 1018 (1963).

2. Section 970.2 of the Government Code imposes a duty upon local publie

entities to pay tort judgments and glves the judgment creditor the
right to obtain a writ of mandate to enforce this duty.




installments (Govt. Code § 970.8); or (4) paying the judement with the pro-
ceeds of & bond i{ssue as authorized by Sections 975~978.8 of the Government
Code,

Except for the provisions permitting payment of judgments with the pro-
ceeds Of a bond lssue, the provisions relating to payment of tort judgments
are not applicable to judgmente based on inverse condemnstion liability. How-
ever, the expansion of the scope of inverse condemnation llability during
recent years makes it imperative to provide local govermmental entities with
the means to minimize the disruptive effect of unexpectedly large Judgments.
Accordingly, the Commission recommends that Sections 970-971.2 be made clearly
applicable to inverse condemnation judgments. This will make clear that local
public entities have a duty to pay inverse condemnation judgments and will
meke spplicable to such judgments the provisions relating to the mamner of
paying tort judgments, including the provision permitting the payment of such

Judgments in not more than 10 anmual installments.

3. Btatutory restrictions upon incurring debts or liabilities and statutory
limitetions upon the maximum permissible rate of property taxation by
local public entities do not apply to tort judgments. Govi. Code
§ 971. A tort judgment against a local public entity is an suthorized
legal investment for trust funds, barks and insurance companies to
the same extent as the bonds of such local public entity. Govt. Code

§ 971.2.

4. This authority will supplement the authority that already exists under
Government Code Sections 975-«978.8 to pay an inverse condemnation judg-
ment with the proceeds of a bond issue. BSee also Govi. Code §§ 990,
11007.4 (insurance against tort and inverse condemnation liability).
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The Commission's recommendation would be effectuasted by the enactment

of the following measure:

An act to amend the heading for Chapter 2 (commencing with Section 970) of

Part 5 of Division 3.6 of Title 1 of, and to amend Sections 970, 970.2,

970.4, 970.6, 970.8, and 971.2 of, the Government Code, relating to

payment of judgments ageinst local public entities.

The people of the State of California do emact as follows:

Heading for Chapter 2 (commencing with Govt. Code § 970)(amended)

Section 1. The heading fdr Chapter 2 (commencing with Section 970) of
Pert 5 of Division 3.6 of Title 1 of the Government Code is amended to read:

Chapter 2. Payment of Pers Judgments Against Local Public Entities

Comment. The heading for Chapter 2 1s amended to delete "Tort" in
recognition of the fact that Article 2 of the chapter applies to a Jjudgment
oy

and Article 1 has been amended to include inverse condemnation Judgments.



Government Code § 97C (amended)

Beec. 2. B8Section 9TO of the Govermment Code is amended 1o read:

970, i}‘.s used n this artiein: :

{2} “*Fiscal year’’ means a-yeer heginning on July 1 and
ending on June 30 unlass the local publie entity has idupted
4 different, fiscal year as authorized by law, m which cose °
“‘flscal yeur™' means the fiseal year adopted by suct local
public entity. ) ] .

{b) "Judgment" means a fimal judgment against & local public

entity which is founded upon _tort or inverse condemmation

liability.

@'{W}‘Loc&l public entity” includes & eounty, eity, district,
publi¢ authority, public agency, and agy other politioal eub-
division or public corporation in the State, but does not in-
clude the Regents of the University of California and does pot
include the State or any office, officer, department, division,
bureau, board, commission or agency of the State claima
against which are paid by warrants drawn by the Conirolier.

ey A1y, 1IN
founded upon death or injury to person or property prozi- SYRTXEOUT
Comment. Bection 970 is amended to substitute a definition of " judg-
ment” for the former definition of “tort Ju&mﬁt.’ﬁ‘w -!he effect of this
substitution 1s to make it clear that Chapter 1 {cosmencing with Section

970} applies to inverse condempation judgments. Ree Recommendation

Relating to Inverse Condemnation: Peyment of Judgments Against local

Public Entities, 12 Cal. L. Revision Comm‘'n Reports 000 (1974). Cf. Govt.

code $$ 996, 11007.4 (insurance against tort and inverse condemnation lis-

bility).

-l



Government Code § 970.2 (emanded)

Bec. 3. Bection 975.2 of the overmment Code ie smended to read:

T2 A locot public eniiuy shiall pay any sort Judpment
i the mapmer peovided B toosrricls, 4 writ of mendate 18 &n
appropriate remedy 1o compal & tacal public entity to perform
#ny bl required b this article : .

Coament, Ses Comr:nt to Sectlon §70.

Government Code & 970.5 {musrdad)

Se_q.- 4. Bection 970.L of the Coverument Code 1a apended to read:

9704, The poverning body of a local pnblic entity shall
paxr, to the extent fonds are available in the fiseal year in
whichk it becomes final, any tesb judgment out of any funde
to the craiit of the local public entity that are:

far Tappropriated for any othier purpose unless the nge
of such funds is restricted by law or contract to other pur-
poses ; or

thl Appropriated for the current flseal year for the pay-
rient of 4ewb judgments and cot previovsly encumbercd.

o

Comment. See Comment to Sectionm ar0,

Government Code § 970.6 {amendcd)

Sec. 5. 'Bectien 970.6 of the Govermmest Code 13 amended to read:

GTOE. {a) L1 aend puble ity does not pay a torf udg-
ment during the fiseat ear in which {4 becomes final snd if,
i the opinion of the governing body, the unpaid amount of
e #osbe Judgment is not toe grest to he neid eut of revenues
for the ensuine fiseal year, the governing body shall pay the
dntement during te ensaing fseal year immediately npon the
vhiaining of sufficiont fumds for that purpose.

0% 4f & Iocal public entity does not ney & text judgment
during the fiseal year in which it becomes final and if, in the
apinton of the geverning body, the unpaid amoned of the tord
puizinent s so great that undue hardship will arise if the
entire amcunt s paid out of the revenues for the essuinp
fiseal year, the governing bady shell pay the Jjwdgmwent, with
interest thereon, in not execeding 30 annial installiments, Tach
payment shail be of an equal porticn of the principal of the
<ore judgment, The local public entity, in its diseretiun, may
prepay any one or more installments or any part of un in-
stallment. ‘

{e) The autherity to pay » et judgment ia instaliments as
provided in this sertion is in addition o and not in lieu of
any other law nermiiling local public entities to pay sest Judg-
ments in installments.

Comment. SDee Comnent Lo Beectlon 70,
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Govermment Code § 970.8 (amended)
Sec. 6. Bection Y70.6 of the Government Code is amended to read:

$70.8. (4} Bach local public entity toay uerives reveque
for its maintenauces and aperation froni taxes or assessmenis
or from rates and charges muade for services or facilities pro-
vided by the loeal public entity shall in ench fiseal year revy
tazes or assossaients of fuske rates gnd rharges or Loth, or
otherwise provide funds, in ap amount sufficient te vay all
tom judgments in aceordanee with this article. -
(b} If all or any portion of the revenue wsed for the main-
tenance and operatior of & lacal public entity {other thau an
entity created by an agreement deseribed in Suetion 395) liable
for a-tewt judpmeni is derived from appropriations of anuther -
local public entity, snch sther local puablic entity shall in each
fiseal year appropriate funis egual to its pro rata shure of
4n amount sufficient to permit the loegl public entity liuble
“for the tost Judgnient to pay the judgment in scrordance with
this article. Such smount shall be peid to the Jocal public
" .entity liable for the tent judgment and shall be nsed by such
entity 1o satinfy the tewt Judgment. The pro rata share of
such other local publie entity for each 4emt judpment is an
amount bearing the same proportion to the total ambunt of
the deet judgment as the revenne derived from syeh other
local public entity for maintenance and operation during the
fiscal year in which the cause of setion on such judgnent
acerned bears to the total revennes naed for maintenance and
operation during such fiscal vesr of the local public entity
lishle for the tert judgment. For this purpose, such other
loeal public entity shall levy taxes or assessments, malie rates
and charpes, or otherwise provide funds, sufficiert in amount
to raise the amount of the appropriation and payment reguired
by this seetion.

Comment. See Comment to Bection 970.

Govermment Code § 971.2 (amended)
Beec. T. VSeetion 971.2 of the Govermment Code is amended to read:

8712, (&) -Al st judgments for which a lneal publie
entity is liabld' are legsl investments for all trust funds, and
for the funds of al! insurance companies, banks (both commer-
cial and sevings) and trust companies, &nd for ewery other .
local public entity within this State, to the szme extent as
bonds of the loeal public entity lable for the-semjudgment.

(b) Whenever any money or funda may by lsw be invested
in or loaned wpon the seeurity of bonds of & local publie entity,
sueh money or funds may be investsd in or Joaned npon the
security of a $om judgment for which zuch Joeal public entity
is liable; and whenever bonds of a loeal public entity may be
used as security for the faithfui performance or execution of
auy court or private trust or of any other act, atert Judgment
for whick such local public entity is Liable. mgy be 8o nsed.

{c) All tont judgments for which a local publie entity is
ligble, to the same extent ag bonds of such local publie entity,
ara legal for use by any state or national bank ar banks in the
State as security for the deposit of funds of auny local public
entity within this State.

Comment. Ses Comment to Section 970,
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