#65.90 1/23/74

Memorandum 74~9
Subject; Study 65.90 - Inverse Condemmation (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 dlscussion here.

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

Respectfully submitted,

John H, DeMoully
Executive Secretary



#65.90 Januery 24, 1974
TENTATIVE
RECOMMENDATION OF THE CALIFORNIA LAW REVISION COMMISSION
relating to
INVERSE CONDEMNATION

Payment of Judgments Agalnst Local Public Entities

In 1963, upon recommendation of the law Revision Commission, the Legis-
lature enacted comprehensive legislation dealing with the liability of public
entities and public employees. The comprehensive legisiation included pro-
vislons recommended by the Commission relating to the payment of tort judg-
ments agalnst local public entities. These provisions reguire thet local
public entities pay tort judgments against them and, &t the same time, are
designed to protect loccal public entities agasinst the disruptive financial
consequences of large tort judgments.l

Depending upon the financial condition of the local public entity, 1t
can comply with the duty to pay a tort Judgmenta by (1) paying the
judgment in the fiscal year 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 anmual

1. See Recommendation Relating to Sovereign Immunity: Number 2--Claims,
Actions and Judgments Against Public Fntities and Public Fmployees,
4 Cal. L. Revision Comm'n Reports 100L, 1018 (19603).

2. Section 970.2 of the Government Code imposes & duty upon local publie
entities to pay tort judgments and glves the judgment creditor the
right to cobtein & writ of mandate to enforce this duty.



installments {Govt. Code § 970.8); or (4) paying the judgment with the pro-
ceeds of & bond issue 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 1ssue, 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 liability during
recent years makes 1t 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
malke applicable 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. Statutory restrictions upon incurring debts or liabilities and statutory
limitetions upon the maximum permissible rate of property taxation by
local public entities dc not apply to tort judgments. Govt. Code
§ 971. A tort judgment against a local public entity is &an authorized
legal investment for trust funds, banks 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 a8 bond issue. See also Govi. Code §§ 990,
11007.% (insurance agmsinst tort and inverse condemnation liability).



The Commission's recommendation would be effectusted by the epactment

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 agginst 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 heeding 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 Iocsl Public Entities

Comment. The heading for Chapter 2 i1s amended to delete "Tort" in
recognition of the fact that Article 2 of the chapter applies to any Jjudgment

and Article 1 has been amended to include inverse condemmation Judsgments.



Govermment Code § 970 {amended)

Bec., 2. BSection 9T0 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 unless 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.

@vq/w}mm public entity” includes & county, eity, district,
publi¢ autbority, public agency, and- sny other political sub-
division or public corporation in the State, but does mot in-
clude the Regents of the University of California and does not
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 teo 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: Péyment of Judgments Against Iocal

Public mtiti‘ﬂ, 12 Cal). L. Revision Camm'n Report-ﬂ 000 (197&)- E_It.:. Gort.

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

bility).

-l



Government Code § 970.2 (amanded )

3. Bectiom 979.2 ¢f the Govermment Code 1e amended to read:

STLZE A Inepl public entivy shiall pay any soet Judgment
i the manmer peovided B Ao srriels, A writ of mandate s &n
appropriaste renedy 1o r*onmJ # tocal public entity to perform
any et reguiresd b thig artieie,

Coapent. Ses Comzznt to Sectlion $70,

Government Code € 970.b {awendad)

Bec. %, Bection 970.L of the Covernment Cnde Lo emended to read:

970.4. The governing bedy of a local publin entity shall
pay, to the extent Fonds are available in the fiscal yesr in
which it hecormes final, any $osb Judgment out of any fonds
to the ¢reddit of the local public entity that are:

fa1 imappropriated for any other purpose unless the use
of such fands is restricted by law or comtpzet to other pur-
poses; or

(b} Appropriated for the current flseal year for the pay-
rment of 4ot mdgme-nts .md rot prevmusly eneumbercd.

Comment. See Comment to Sxetion 970,

Govermment Code § 970.6 {amended)

Ssc. 5. " Bection 970.6 of the Qovermment Code 18 amended to read:

OTLA. {a) 114 lent pRble entity does not pay a teet judg-
ment during the lseal rear in which'it becomes final and if,
inn the opminn of the governing body, the uonpaid amount of
{he et judgnent ko not ton oreat to be nrid ot of revenues
for the cnsnive fiseal year, the governing body shall pay the
Dalpment dueing the ensuing dseal year immediately npen the
chiainive of suffivient Tunds for that purpose,

9V I s lecal pablie sutity does not pey & beeé judgment
Furing tne fiseal year iz which it beeomes finsl and if, in the
opiutolt of the geverning body, the anpaid amonwt of the texd
pudznent is 8o great that undue havdshdp will arise if the
entire amount & paid out of the revenues for !he ensning
fiseal year, the govorning body shall pay the judgwent, wilh
interest thereon, in not exveeding 30 anbual instalmenty. Lmh
payment shall be of an equal portlon of the nrincipal of the
otort Judgment. The local publie eniity, in ity diseretiun, may
prepay any onc or more installraents or any part of un in-
stallment. ‘

{#) The authority 10 nay a et judement ia insialiments as
provided in this section is in addition o el not in lieu of
any other law permizting local m 1b1n, entitirs to pay sees Judg-
ments in instnlmenta.

Comment. Hee Compent L9 fSecetlon §70,

I =~



Govermuent Code § 970.8 (amended)
Sec. 6. B8ection 970.8 of the Government Code is amended to read:

970.8. (a} Eaech local public entily thal uenives revenus
for its maintenauce and operation from taxes or aysessmenis
or from rates and charges made for services or favilities pro-
vided by the loenl publie entity shell in each fiseal year tevy
taxes or assoesaientts of Tuwse rates snd charges or Loth, or
otherwise provide funds, in ap amount sufficicut te vay a]l
$ow jindgments in aceordanee with this article.

~ {b). If all o auy portion of the revenue nsed for the main-
tenance and operation of o local public entily {other than an
entity ereated by an agreement described in Seetion 895) liable
for a-tewt joudgment is derived from appropriations of anuther -
lpcal pubtic entity, such other loval pablie eniity shall in each
fiseal ye&r appropriate funds egual to ity pro reta shure of
an amount sufficient to permit the local publie entity liable
‘for the tess Jndgment to pay the judgment in serordanece with
this article. Such amount shall be paid to the jocal public

* .entity liable for the et judgment and shall be vsed by such
entity to satisfy the teet jmdgment. The pro rata share of
such other loca! publie entity for each +emt Judgment is an
amount bearing the same proportion to the total ambunt of
the dort judgment as the revenme derived from sych other
loeal public entity for maintenance and operation during the
figeal year in which the cause of action on such judgnient
acerued bears to the total revennes vsed for maintenance and
operation during sueh fiscal year of the local public entity
lisble for the #ezt judgment. For this purpose, such other
local publie entity shall levy taxes or assessments, make rates
and charges, or otherwise provide funds, sufficient in amount
to raise the amount of the appropriation and payment reguired
by this seetion.

Comment. Bee Comment to Section 970.

Govermment Code § 971.2 (amended}
Sec. 7. Section 971.2 of the Govermment Code is amended to read:

§71.2. (a} Al st judgments for whick a lneal puablie
entity is liabld: are legal investments for all trust funds, and
for the fundy of &l) inswrance companies, banks. (hoth comner-
cial and savings) and trust companies, and for every other
local publie entity within this State, to the ssme axient as
bonds of the losal public entity liable for the vemb judgment.

(b) Whenever any money or funda may by law be invested
in or loaned upon the seeurity of honds of a local publie entity,
sach money or funds may be invesied in or Joansd upon the
security of a 43t judgment for which such loesl publie entity
is liable; and whenever bonds of a loeal publie entity may be
used ag security for the faithful performance or execution of
suy court or private trust or of any other act, a—tert judgment
for whick such local public entity is btable may be so nsed.

{¢} All tow4 judgments for which a loerl public entity is
Iiable, to the same extent as bonds of such loeal public entity,
ara legal for use by any state or nationsl bank ar banks in the

_State a5 security for the deposit of funds of any local public
entity within tius State.

Comment. See Comment to Sectlion 97C.

i



