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Memorandum 74-9 

Subject; Study 65.90 - Inverse Condemnation (Payment of Judgments) 

In reviewing possible areas of inverse condemnation law that might 

profitably be considered by the Commission, the staff concluded that one 

area worthy of immediate consideration is payment of inverse condemnation 

judgments by local public entities. A staff draft of a tentative recom-

mendation is attached. The draft explains the problem and proposed solu-

t1on. Hence, we do not repeat that discussion here. 

We are presenting the draft for your consideration with the view to 

sending it out for comment after the February meeting it it meets with 

your approval. 

Respectfully submitted, 

John B. DeMoully 
Elleeutive Secretary 



January 24, 1974 

TENTATIVE 

RECOMMENDATION OF THE CALIFORNIA LAW REVISION COMMISSION 

relating to 

INVERSE CONDEMNATION 

Payment of JUdgments Against 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 legislation included pro-

visions recommended by the Commission relating to the payment of tort judg-

ments against local public entities. These provisions require that local 

public entities pay tort judgments against them and, at the same time, are 

designed to protect local public entities against the disruptive financial 

consequences of large tort judgments. l 

Depending upon the financial condition of the local public entity, it 

can comply with the duty to pay a tort judgment2 by (1) paying the 

judgment in the fisesl 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 annual 

L See RecOIIIIlendation Relating to Sovereign Immunity: Number 2--Claims, 
Actions and Judgments Against Public Entities and Public 10 ees, 

Cal. L. Revision Comm n Reports 1001, 101 19 3 • 

2. Section 970.2 of the Government Code imposes a duty upon loesl public 
entities to pay tort judgments and gives the judgment creditor the 
right to obtain a writ of mandate to enforce this duty. 
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install.ments (Govt. Code § 970.8); or (4) paying the judgment with the pro~ 

ceeds of e bond issue as authorized Qy Sections 975~978.8 of the Government 
3 

Code. 

Except for the provisions permitting payment of judgments with the pro~ 

ceeds of a bond issue, the provisions relating to payment of tort judgments 

are not applicable to judgments based on inverse condemnation liability. How-

ever, the expansion of the scope of inverse condemnation liability during 

recent years makes it imperative to provide local governmental 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 

make applicable to such judgments the provisions relating to the manner of 

paying tort judgments, including the provision permitting the payment of such 
4 

judgments in not more than 10 annual installments. 

3. statutory restrictions upon incurring debts or liabilities and statutory 
limitations upon the maximum permissible rate of property taxation by 
local public entities do 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 a bond issue. See also Govt. Code §§ 990, 
11007.4 (insurance against tort and inverse condemnation liability). 
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The Commission's recommendation 1<Quld be effectuated by the ellBctment 

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 against local public entities. 

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

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

Section 1. The heading for Chapter 2 (commencing with Section 970) of 

part 5 of Division 3.6 of Title 1 of the Government Code is amended to read: 

Chapter 2. Payment of S'ei';s Judgments Against Local Public Entities 

Comment. The heading for Chapter 2 is amended to delete "Tort" in 

recognition of the fact that Article 2 of the chapter applies to any judgment 

and Article I has been amended to include inverse condemnation judgments. 
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aove~nt Code § 270 (IlIIIended) 

Se c. 2 • Section 970 ot the Goverlllllent COde is Ulended to read: 

970, As n •• d 'n this ",.t;,,'o: ' 
(~) "1"i8cal year" means &7""'" beginning on 'July 1 and 

clld~ng on .Jtllle 30 tin""", the looal public .ntily hIlS adopted, 
a (hffcceut, fiscal year Bff authorized by law in which_ ' 
"fl80,al r"!'l'" means the fi"c~l year adopwd, by 1IU<:h local 
phbhe tutlty" , , 

(b) "JUdgment" _118 a fial ,judgment apillllt • local Pl!.blic 

entity wl:dch is founded upon tort or inverse condellllation 

l1Ill'l:l.l:l.ty. 

~ 
" " 

c ~ 'Local public entity" iIlclw.lts 10 county, city, d.iatriei, 
public authority, public agency, anAlUlY oiberpolitiaal rmb· 
division or public corporatiun in the Slate, but doeII nol iJ>.
elude the Rell'enla of the University of California and d_ I10t 
include the State or any office, offi0er, dep~rtment, lliviaion, 
bureau, board, commi .. ion or agency of the aulA! elaiml 
!\gaillst ,,·hiet are paid by warrant. drawn by ibe Com,roUer. 

(d "'1'srt jluir:;ment" loeahtl a final judHweut Whictr-irjaLL III 
~lUllded upon death or injury to person or prope~ty, proD' mfKO(l'f 
•• ttl, GIU_ut by a BeeWgest er "f'8B,Hl eee !Or 0i1d'l&100 cad 
feF' waiell ra I~Ml JHlllli.e €Htity i. Hahle. .. 

eo-ent. Section ':170 :I.. amended to IlUbsti tute a def1ni tioza of "Juda-

Mnt" tor tOe tOl'ller defilli t10n ot • tort Judsllent." '!he effect of this 

substitutioza is to _lui :l.t' clear that Chapter 1 (C" sncing with Section 

910) applies to 1DYerse cooo ..... tion JudgMnt.. ~ Re~J:IdIltioza 

Relat1D& to IIn'erse CODd .... tion: !'!pent of Judpent. Apinst IDeal 

Public IDtities, 12 cal. L. Rerlsioll ca.'n Report. 000 (1':174). ct. Qcwt. -
COde If 990, llOO7. 4 (UlJ\U'IUlce against tort and inYerse COndMIWUOIl 11&-

bUitl)' 



Govel'lllllent Code S 970.2 (uended.) 

See. 3. Section 970.2 at th., G<,J"crnment Code is amended to read: 

:17n.2 A lo(';!! pubfif' t'i11l",V ;jl;,'41] IM.r iUil ~ jthlrment 
if; • hi:' r,HIJJT),'r l-""Ivl't,-'d ~rt OJ:;,' ',rtid .... A .vrit o{ IUandllte is an 
nppr,lpr:ate rfw('d,\-" to (·o.mp-:I tl t~Kal fJublic t'ntiry tG perform 
llTIy l!'~t re·nli;-c rl h> this article, 

COIment. See CoIIriIltcnt to Section 9'ro. 

OOTernment Code § 970. 4 (1lJl:\l1:.1;!.ri) 

See. 4. Section 970.4 of the (OVtU"llillent Code is amended to read: 

970A-. TfJ~ gow·rtring body of u local public entity shall 
pa:,', to tJle t"xtf:'Ht- funds are available in the fis("al year in 
Vihich it. her·orne:; final. any ~-m jmlgment out of any funth 
ro ~lle <'red it of the local public ent.ity that are, 

(R ,I n~larpro1pTitited for any ot!lrr pnrpOl~e unless the use 
of ~u('h fWlds IS r-e6tri('t~d by law or contract to other pur~ 
po:s~s; or 

, h) Ai'v'npriat'"u for the current tlS<)al year for the pay
r:iellt of~,ludKments and not previously eneumbend. 

~ n • ~ • ,. ~ 

ec-nt. See CaImIent to iikc:tion 970. 

Ikmtl'llMnt COde § 970.6 ("mended 1 

Sec. 5 •. Beet1f!1l 970.6 ot the Ocm!rI:'JDeJl-:: Code :I.e UIIIDdeod to read: 

~~7i).f,. \ a) 11 a Incr~l pnOlle (~llHt.Y dOff) not pay a :t;.Q;.r-t judg. 
Inent rl:lIriJi~ tilt! SS<""lt'i ~.'ear in which' it becom·es final and if, 
in the opin;'lll of the g"~erni,,g hody, the unpaid :unount. of 
t1l(' ~jud~!'m("nt i,<i rl0t ton g:rE".'.t to be ":If.irl out of l'cyenues 
f.~r tL,> fl-llsnir;~~ lisc.11 yeni'l the g-o.ri'rntnr body shoJi puy the 
.iIHlr~TlIt\ld IhH·il~11 iJte ensdir.g li~,,~al year imme-difite:ly upon the 
o(Hhlnil.;f: of i>uffi(lii!D~. funds for that purpO~t. 

(b" jf a loe.al public t'ntity co,," not ,oy a ~ judgment 
j:lrlllg' trio; fi..::e;t-l year ic whieb it becume'i final and if, in the 
opluhm (,r the governing body, the unpaid amount of t.he tHfi 
Jlld;:!'ml~l!t. i ... 00 gren.t that undae hRidshlp will arise if the 
entire amount iR pll.id out of the re"{~ntws fo}' ~ he tr:sning 
flscnl year, the gov('rlt:n~ b{)dy :-;.;u!ll pay the jUdgmeut, with 
int~rt'8t thert"on, in not r,\:r'("efLl~g 10 UlUJual in;:;tl1lJmelltH. Eaeh 
pnymr-nt shuH b~: vf RJ1 f'qu31 po'rtjon of thl.'. !)rineipal lit the 
.~ jud~'1l1ent, Th{~ lU(.'ai pl~,bljc (~nti1y, in its cliscretitJn. may 
prE"pay any on~' or nWre ja:;tallnents or any part of un in· 
stallment 

(c) The authority to pay P.. ~ judgment ia installnlentg as 
pl'ovidl'tl in this :';edirrn is in iH1<iitin]1 ~f) alJll not in lit'U of 
nny other law !)€rmi-~Ur..g ioca} pnhlic entities to pay ~ jtHlg
m~nts in ins(Hllrneut~. 



GoverDl\l8ll.t Code § 970.8 (IIIIeDdad) 

See. 6. Section 970.8 of the GoYernMnt COde 18 uended to read: 

970.8. (a) Each local public entIty tnat UU1\'(~'8 r(~\;enut! 
for its maj!ltemlIH'~ and opera~.iou f"om taxe:-) or a,,":;l'.':SrlH~nt,s 
Dr from rates and ch(lrgc~ made for ';<>ervices or hll'iW_l~ pro~ 
'Vided by the Ioeal public entity ::.Judl in E:':H"h fi"S('.a.I yh1r If'\,)' 
t/J.l:e.s or '::::'SSI)R1illiNttL or Ji.i: .... e rates kod eharge-.s or Lu~h, or 
othern'lse provide funds, in al} amULlnt. slIffil'icllt te ~)a;· aU 
~ judgmeut~ in aCt~o:'(J;m(~p, with rhis ar1.lc.]e. . 

(b) If all or aoy portion of the revenue u~ed for the main
tenance and operation uf II jQ{'Hl pnhllc ent.itY ~o~llet' than an 
entity creatf:'d by an .Agreement de.scrib·~d in S\:~tiOll O-~JG) liable 
for a-tlePt judgment. i5 derived from appropriatiom; of anuthrr < 

local publio entity, sneh ot her lOt'al public entity shaE in each 
fiscal year appropriate f"nu8 equal to it.9 pro rata share of 
an amount suflkient to permit the loeal public entity liable 

. for the _ judgment to p"y the judll'lUcnt in acr'ordance with 
this article. Such amOll.'"t shall be paid to the Jocal public 

. entity liable f')r the _ judgment and shall be used by such· 
entity to satisfy the tert judgment. The pro rata share of 
such other local public entity for each ~ judgment is an 
amount bearing the Bame proportion to the total amount of 
the 4w>! judgment as the reyenne derived from slIeh other 
local pllblic entity for maintenance and operation daring the 
liseal year in which the cause of action on such juril!lllent 
aecrned bears to the total revenues nsed for mainten"'",e and 
operation durinll' Buch fiscal year of the local pllhlic entity 
liable for the "*'* judgment. }'or thi. purpose, snch other 
local public entity shall levy taxes or assetISment.q, rnal« rates 
and Ch.H.T"~e8J or otherwi'ie provide funds, suffieipnt in amO'tmt 
to raise the amount of the appropriation and payment required 
by this section. 

co.ent. Bee ec-nt to Section 1170.. 

GOYe1UleJ1t Code § 971.2 ( .. Ddad) 

See. 7. Section 971.2 of the OoVernMllt Code 1. Dwended to read: 

971.2. (a) ,All _ Judgments for which II Incal public 
entity is liah/d: are lellal investments for nil trnst funds, and 
for the funds of all insu.NulIle eOllIpanies, banS (hath commer
cial &lid S/lviugs) and tnlst companies, and for e"try other 
local pnblic entity' within this State, to the SIIlIIe e:r;tent .as 
bonds of the lo"aI public entity liahle ior tbe ....... judgment. 

(b) When"".r any money or fund. may by law be invested 
in or loaned upon the seenrily of bond. of a lQCa\. public entity, 
sncb money or funds may be invested in or loaned upon the 
security of a ~ judgment lor which /rueb lOcal public entity 
is liable; and whenever bonos of a lotal publi. entity may be 
uaed as security for the faithful performance or execution of 
any court or private trust or of any othe~ act, a-tMt juilgmeat 
for whicl> sucb local public CIltily is liable.lDay be so used. 

(c) All -*"H ,judgments for which a local public . <mtity is 
liable, to the same extent as bonds of such .local public entity, 
are legal for use :bY' any .tate or national bank or banks in .the 
State as security for the deposit ot fundo of any local public 
entity within this State. 

ec-Ilt. See c-nt to Section 970. 


