#D-300 10/16/78

Memorandum 78-70
Subject: Study D-300 - Enforcement of Judgments (Exemptions)

Attached to this memorandum is a draft of the exemption chapter of
the Enforcement of Judgments Law reflecting all Commission decisions to
date. Most of the draft has previously been considered in substantially
this form, but we think it would be useful to consider the complete
chapter once more because 1t has been some time since it was last con-
sidered and several new members have been appointed to the Commission.
Alsc attached hereto are a table comparing existing and proposed exemp-
tions (Exhibit 1) and a copy of the exemptions in Code of Civil Proce-
dure Sections 690.1-6%90.30 (Exhibit 2).

Background
The Commission's general approach in this area is to consolidate

similar exemptions and make the terminology more flexible in order to
provide more equitable treatment of differently situated debtors and to
reduce the need for amendments in the future. The draft should be
reviewed with these policies in mind. We have not proposed any radical
changes in existing exemption laws iIn recognition of the controversial
and emotional nature of this subject.

The Commission may alsc be interested to know that the new federal
bankruptcy act will most probably not contain its own exemption provi-
slons. The House version of the bill (H.R. 8200) contained optional
exeuption provisions which the Commission considered in its past discus-
sions of the appropriate levels of exemptiona from enforcement of money
judgments. The Senate version of the bill (S. 2266}, however, continues
the principle of existing bankruptcy law that incorporates the exemption
laws of the state of the bankrupt's residence.

There are two gaps in the draft statute—-the homestead exemption
and the application of exemptions to property of married debtors. The
homestead exemption is discussed in Memorandum 78-48, to be considered
at this meeting. The exemption of marital property will be considered
after we receive our consultant's study, hopefully sometime next spring.

The exemption of earnings is the subject of a separate chapter.



Significant Reforms in Substantive Exemptions

Exhibit 1 (attached hereto) is a table comparing the exemptions in
exigting law to those in the draft statute. A few of these exemptions
would, in certain fact situations, result in significant change:

1. Household furnishings, wearing apparel, and jewelry are exempt

under existing law on the basis of necessity; however, the courts have
on cccasion permitted debtors to maintain a fairly luxurious lifestyle
under this provision., The draft statute would limit the household
furnishings and wearing apparel exemption to those items reasonsably
necessary for one household and with an item value of 3500 or less,
exclugsive of liens. This will have little impact on the ordinary debtor
but will help prevent the abuses that occur under existing law., Al-
though it is difficult to judge the net effect of this proposed change,
it may result in additional court hearings tc determine value., A sepa-
rate exemption of $500 for the aggregate of nonnecessary jewelry,
heirlooms, and works of art is alzoc proposed.

2. The draft statute restricts the life insurance benefits exemp-

tion to an amount necessary to support the debtor and the debtor's
spouse and dependents. Where their needs are .not great, this will
result in a significant reduction from existing law which exempts bene-
fits in the amount represented by a $500 annual premium and provides an
additional exemption in the same amount for the spouse and dependents of
the insured. Corréspondingly, if the needs of the debtg;'s family are
great enough? a larger amount would be exempt under thg'draft statuke
than under existing law. The draft statute also protegts unmatured life
insurance policiea and loan value not excesding $5,000, whereas umder
existing law a debco; may bé forced,tu surrender a policy with a suffi-
ciently higﬁ apnugi preaiom, It remains to be seen whether the insur-
ance indﬁstry; which has historically favored increased protection for
1nsurance benefits, would oppose or support this proposal. '

3. Undar exiating law, a judgment debtor may shield $2,500 in
deposit iqcnggg_ Prom creditors by putting $1,000 in a savings and loan

account and $1 500 in a credit union account. The draft statute would
reduce the aggregate to $2,000, but would expand'the coverage to cover
all accoumnts, including savings and checking accounts in banks. Bills
to expand the deposit account exemption to checking accounts have not

made any progress in the legislature in the past.
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4., The draft statute would add exemptions for settlements and

awards arising out of personal injury or wrongful death., Existing law

provides no such exemption.

5. The motor vehicle exemption would be inereased from $500 to

$1,000 under the draft statute.

b. The cemetery plot exemption would be reduced from 1/4 acre to

a plot for one person under the draft statute. However, family plots
would be completely exempt in accordance with existing provisions in the
Health and Safety Code.

Other Important Changes

Several other provisions in the draft statute represent significant
departures from existing law:
Support judgment exception. Draft Section 707.170 provides a

blanket exception from the exemption provisions in cases where the
Judgment being enforced is for child or spousal support. Existing law
provides an exception only tc the exemption of retirement benefits.
{The draft statute will preserve the law permitting a higher level of
wage garnishment to enforce support judgments.)

Inflation escalator. Draft Secticn 707.200 provides for the

administrative increase of dollar amounts of exemptions to keep pace
with infiation. A major complaint against exemption laws throughout the
United States is that legislatures fail to revise exemption laws to take
account of the decline in the purchasing power of the dellar.

Exemptions from tax liabllity. Draft Section 707.210 makes the

exemptions applicable where a tax liabilitry 18 sought to be enforced
except that an exemption may not be claimed for property against which
a property tax }liability is being enforced. As the Comment to Section
707.210 points out, existing law makes exemptions applicable depending
generally upon which procedure is used to collect the tax.

Retroactive application of exemptions. As discussed in Memorandum

78-35, the staff recommends that the rule precluding retroactive appli-
cation of exemptions be abolished.

Procedural changes. Several procedural changes would also be made

by the draft statute. These are discussed in the text and the Comments
to the sections in the attached copy of the draft.
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Tracing
At the May 1978 meeting, the Commission decided that tracing of

exempt funds should be by the lowest intermediate balance method. Draft
Section 707,130 implements this decision.

In the majority of jurisdictions, the lowest intermediate balance
rule is applied where a trustee dips inte the trust account and then
deposits personal funds--the question being whether the later deposit is
subject to the trust, This rule is subject to certain exceptions such
as where there is an intent to replenish the trust funds. In Califor-
nla, however, the general rule was rejected in Church v. Balley, 90 Cal.
App.2d 501, 504, 203 P.2d 547 (1949), which held that the new deposit
becomes a part of the trust fund and that it 1s unnecessary for the
beneficiary to show an express intent on the part of the trustee to
replace the depleted trust funds. The rejection of the majority rule in
regard to trust funds does not bear upon the adoption of this rule in
exemption cases, however, because the lssues In the two areas are dis-
tinct.

There was some discussion at the May meeting concerning the manner
of determining the lowest intermediate balance. The consensus was that
this matter should be left to the courts. Since the general rule has
been rejected in California, the courts probably have not developed
rules for determining the lowest intermediate balance, at least insofar
as trust cases are concerned. It appears to be a rather complex prob-
lem, Consider the following theories for determining the lowest inter-
mediate balance cffered to the court in Republic Supply Co. v. Richfield
0il Co., 79 F.24 375, 379 {9th Cir. 1935):

1. The dailly closing balance, after crediting the opening
balance and all deposits during the day and charging all with-

drawals for the day, without regard to the order in point of time
in which deposits and withdrawals were made, '

2. The balance shown during the day as a result of periodical
posting of deposits and withdrawals, after crediting the opening
balance, with or without regard to the order in peint of time of
the transactions, observing or neglecting to observe the true
balance, according to the arbitrary inclination of the posting
clerk.

3. The balance shown by deducting all withdrawals posted
during the day from the opening balance without crediting deposits
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for the day; disregarding the true order of transactions and assum-
ing an order in point of time which would produce the lowest possi-
ble balance during the day.

The trial court had applied the third theory; the appellate court in

Republic Supply reversed and applied the first. The staff does not

propose to specify the manner of determining the lewest intermediate

balance in the atatute.

Respectfully submitted,

Stan G. Ulrich
Staff Counsel



Memorandum 78-70

EXHIBIT 1

Study D--300

COMPARISON OF EXEMPTIONS IR EXISTING LAW AND DRAFT STATUTE

Type of Property

Exigting Law

" Draft Statute

2.

1. Motor vehicle $500 over liens (§ 690.2) $1,000 over liens (§ 707.530)
Household goods and personal| All items "ordinarily and reason- Items “reasonably necessary for
effects ably necessary to, and persomally one household and personally used"

used by, the debtor and his resi- by debtor's family not over $500 per
dent family (§ 690.1) item in value over liens (§ 707.540)
3. Jewelry, heirlooms, works Sce item 2 for jewelry and helr— Aggregate value of $500 over liens
of art looms; works of art of or by (§ 707.550)
debtor or family (§ 650.1)
4, Health aids Prosthetic and orthopedic appli- All health aid; subject to reasonable
ances (§ 690.5) necessity standard (§ 707.560)
5. Tools of trade $2,500 over liens (§ 690.4) Same, with 90-day proceeds exemption
(§ 707.570)
6. Deposit accounts $1,000 in savings and losn asso- Aggregate of $2,000 in any accoumt
ciation (per person) and $1,500 in in financial institution and cash
credit wion (§ 690.7; Fin. Code (8§ 707.580)
§ 15406)
7. Depoait account into Automatic §$500 (one payee) or Same

which social security
payments are directly
depoaited

$750 (two payees); remainder sub~
ject. to tracing of origin (§ 690.30)

-4-




Benefits from poliey with $500

Unmatured policy completely m:

10.

o,

‘ ""v-rl-

8. Life insurance
sanval premium for any beneficlary; | except loan value over $5,000; dene-
additionally, benefits from §500 fits on maturity payable to insured
ennusl premium for spouse and de- or spouse or dependent to extent
pendents of insured; all of certain | reasonably necessary for support;
group life policies (5§ 690.9, loan value exemption subject to
690.10) $10,000 increase 1f no homestead

exemption (§ 707.600)

9. " Retirement benefits All pengion benefits (including Same, except disability (see item 11)
disability and death benefits) and death (see item 8) (§ 707.610)
from public or private employer
and tax exempt private plans
($ 690.18)

Unemployment benefits Govermmental unemployment benefits Same, also strike benefits paid by
‘ (48 690.16, 690.175, Unemp. Ins. union (§ 707.620)
Code §§ 988, 1342) . :
Disability and health Benefits represented by $500 an- Samwe, except inapplicable against
benefits mual premium; all aid by fraternal health care provider; also covers
" benefit society (§§ 690.11, 690.14) | disability and health benefita
under retirement plan (§ 707.630)
12. Damages for personal Ko exemption To extent reasonably necessary for
. injury suppoxt of debtor, spouse, and de-
pendents; inapplicable against health
care provider (§ 707.640)
13. .Damages for wronmgful death ‘None To extent reasonably necessary for
’ ' support of spouse or dependent
(% 707.650)
l4. Vorker's compensation All compensation (§ 690,15) Same (§ 707.660)

»



15,

Ald

" Aid under public assistance pro-

gram” and from fratermsl benefit

soclety (8§ 690.14, 690.19)

All aid, local, under federal !
programs administered by state,
and nongovernmental aid of same
type (§ 707.670)

Relocation benefits

counties, towms, and fire and
military companies, devoted to

public use; many special provi-

sions for other public emtities
scattered throughout codes (e.g.,
$§ 690,22, 690.26, 690.27, 690.29)

- -

16. All benefits (§ 690.8a) Same (§ 707.680)

17, Cemetery plots ‘Not exceeding 1/4 acre; family Plot for ome pefson; family plots;
plota; not over 5 acres for dedicated lands (§ 707.520)
religious or benevolent associa-
tion; dedicated lands (§ 650.24;

Health & Saf. Code § 8650)

18. Church pews All pews owned by individual and Eliminated
used for religious purposes in
church or meetinghouse (§ 690.25)

19. Funde of prisoners held $40 (§ 690.21) Aggregated with deposit accounts

in trust {see item 6)
20. Public property Specified types of property of Draft statute umavailable for

snforcement againat public entity

. {Section 702.120]



Memprandum 78-70

Study D-300

EXHIBIT 2

Code of Civ:l.l Procedure
Sections 630.1 = $90.30

lﬂD.l. Exemptions; household furnishinga and

appiances; apparel; plano; radic, tele- -
vision; providons and fuel; chotgun;

rifle; family art

Neuuury household furnishings and appliances

and wearing apparel, ordinarily and reasonably nee-
_ easary to, and personally used by, the debtor and his
resident family, including, but not limited to, one
Pisno; one radio and one television receiver; provi-
Fons and fuel actually provided for the debtor and

. his resident family's use, sufficient for three montks;
. one shotgun and one rifle. Works of art shall not k2.

. exempt unless of or by the debtor and kis resicent
¢ family. |

(Added by Stats.1970, o 1528, 510)
!miﬂ.lwunpuldhyﬂhﬂﬁﬂe.ﬂﬂ,iﬁ.

§ 680.2, Exemptions; motor vehicle; distribution
, - of pracceds, priority; notice

{a} One moter vehicle with a value not exceeding

five hundred dolizrs ($600), over and above all liena

and encumbrances on such motor vehicle. The value

1 of such moter vehicle ahall be eateblished by refer-

énce to used car price guides customarily used by
California automobile dealers, or, if not listed in such
guides, fair market value, for a motor vehicle of that
year rnd model.

{b) Whan the debtor has only one vehicle, the
levyieg officer shall not receive any bid at the
enecution sale unless it oxceeds the total of:

{1} The rotor vohidle exemption;

{2) The angregate amount of ail liens and encum-
bramcca on the motor vehiele; and

2) The emount necessary to repay the jodgment
creditcr Jov the fere ond costs ndvanced to the
levying officcr,

In the event nn bid is avcepted the levying officer
#hnli relesse the motor vehicle to the debtor mﬂﬁn
five “aya.

(¢} When the dehior hes only ons veh:cle. the
levying cificer chall distribute the procseds of any
execution sale or from the undertaking, i necessary, .
without further order of the court, in the following
order of priority:

{1) Fizat, the zeller, Henholder or encumbrancer
shall recovar pursusnt to paragraph (1} of Section
600e; .

(2} Sacond, the debter shall rocover five hundred
dollars (3500}, the amount of the motor vehicle
exemption;

{3} Third, ta the catisfaction of the judgment; and

{4) Fouxth, the balznce, if sny, to the debtor

The disiributicn ahzil be made, whather or not the
dabtor hau filed s claim of exemption and regurdless
of whe purchases the motor vehicle

{d) In addition to tie procedure established under
this secticn and Section 630.50, the levying officer
shall consult the Department of Motor Vehicles and,
if the departmant's records eow that another vehicle



§ 6902

is registered in the name of the debtor, the levying
officer shall notify the debtor of his findings and that
the debtor may file & claim of exemption pursuant to
this section prior 1o the sale of the motor vehicle held
- by the levying officer but if the debtor so files he
- waives his right to fiie a claim of exemption under

this section for any other motor wvehicle currently

registered in the name of the debtor with regard to
the judgment giving rise to the existing writ of
exeeution,

The notice required by this subdivision shall be
given at the same time and in the same manner as the
giving of the notice of sale to the judgment debtor.
Notwithstanding the provisions of Section £30.50, a
claim of exemption may be filed pursuant to this
subdivision at any time prior to the sale of the motor

“wehicle. If the debtor files a claim of exemption, the

“motor vehicle held by the levying officer shall be

_deemed to be the sole motor vehicle owned by the
debtor. The procedure for hearing the elaim shatl be

“the same as that provided in Section 690.50, and the
procedure for sale, if ordered, shall be as provided in
subdivisions {b) and (c) of this section.

If no claim of exemption is filed after notice is
given under this subdivision, the levymg officer shall
distribute the proceeds of the sale in the following

. order of priority:

(1) First, the seller, lienholder or encumbrancer

shall recover pursuant to paragraph (1} of Section
;ngJSewnd,tothemﬁafacﬁonofthejudgment;
. . -

(8) Third, the balance, if any, to the debtor.

(e} Any amount representing the motor vehicle
exemption paid to the debtor shall be entitled, for a
period of 99 days thereafter, to the name protection
agairst legal process which the law gives to the
motor vehicle exemption.

(Added by State 1976, c. 1210, § 2; Btata.19T7, « 683, § 1)
- Former § 0002 war repesled by Stata 3076 o 1210, § 1.
Original § 0902 was repsaled by Stats 970, o 152, § 1).

Household deflned, sex Businoes snd Professioms Code § 5508.

§ 699.3. Exmptinu, housetrailer, mobllehnme or
waterborne vessel

{a) One housetrailer, mobilehome, housebost, boat,
or other waterborne veasel in which the debtor, or the

EXECUTION OF JUDGMENT
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family of auch debtor, actually resides, of a value not -
exceeding the following values:

(1) For any head of a family, of a valve not
exceeding thirty thousand dollars {$30,000) in nctual
eaak value, over and above nll liens and encum-
brances on that housetrailer, mobilehome, houseboat,
boat, or other waterborne vessel;

{2) For any person 65 years of age or older of a
value not exceeding thirty thousand dollars {330,000}
in actual cash value, over and above all liens and
encuymbranees on that housetrajler, mobilehome,
houseboat, boat, or other waterborne vessel; and

(8) For any other person, of a value not exceeding
fifteen thousand dollars ($15,000) in actual cash
value, over and above alt liens and encumbranees on
that houscirailer, mobilehome, houseboat, boat, or
other waterborne vessel, .

{b) The exemption provided by this section shall
not apply if such debtor or the spouse of such debtor
has an existing homestead as provided by Title 5
{commencing with Section 1237) of Part 4 of Division
2 of the Civil Code or hkas obtained a prior judicial

- determination that the dwelling house 'of the debtor

or the family of the debtor is exempt from execution
under Section 690.81.

(Added by Stata 1970, c. 1523, § 14. Amended by Stata 1972,
e 418, § 1; State)978, & 8T, § 1; Btate1976,c. 168, §1;
Stats. 1978, e 471, § 2)

Former § 000.8 wes repealad by Statnlf0, e 1528, § I3

Cross Referwnces
Implament of hosbandry, sec Vehicls Code §§ 655, mnm -

§ 6804, Exemptions: tools, equipment, ete., used
in commercia! activity, trade, ul!ing or
" profession

To the maximum aggregate actual cash value uf
two thousand five hundred dollars {$2,500), over and
above all liens and encumbrances on such items at the
time of any levy of attachment or execution therson,
any combination of the following: teols, implements,
instruments, uniforms, furnishings, books, equip-
ment, one commercial fishing boat and net, one
commercis] motor vehicle reasonably necessary to
and actually used in a commercia! activity, and other
personal property ordinarily and reasonably neces-
aary to, and personally owned and used by, the debtor
exclusively in the exercise of the trade, calling, oF
profession by which he earna his livelihood.
{Added by Stats.1970, e. 1523, § 16.)

Former § 3904 was vrepeslod by Statal¥®, e 152 § 15



Title &

?f5905- Exemptions; prosthetic and orthopedic
: nces

All prosthetic and orthopedic appliances personally
used by the debtor,
(Added by Stata.1958, ¢. 248, § 1. Amended by Stats. 1970, ¢,
, 1528, § 17)

§ 690.6. Exemptions; certain earnings; determi-
: nation of priority and division among
levying creditors; hearing

{a) One-half or such greater portion as is allowed
by statute of the United States, of the earninga of the
debtor received for his or her personsl services
rendered at eny time within 80 days next preceding
-the date of & withholding by the employer under
Section 682.8, shall be’ exempt from exscution with-
out filing a claim for exemption as provided in
Section £90.50.

{b} Al earmngs of the debtor received for his or
her personal services rendered at any time within 30
days next preceding the date of & withholding by the
employer under Section 682.3, if necessary for the use
of the debtor or the debtor's fam'ly residing in this
state and supported in whole or in part by the debtar,
uniess the debis are:

(1) Incurred by the debtor, hia or her spouse, or his
or her family for the common necessaries of life.

{2) Incurred for personal services rendered by any
employee or former employee of the debtor.

(¢) The court shail determine the priority and
division of payment among all of the creditors of n
“debtor who have levied an execution upon nonexempt
earnings upon such basis as is just and equitable.

{d) Any creditor, upon motion, shall be entitled toa
hearing in the court in which the action is pending or
from which the writ issued for the purpose of
determining the priority and division of payment
among all the creditors of the debtor who have levied
an execution upon nonexempt earmnga pursgant to

“this seetion,

-{Added by Stata.1970, ¢. 1523, § 16, Amended by Stats.1971,
<.§78,§48; Stat:l?i'l e 1845 § 1, Stats.1971, ¢ 1684, § 5;
SIts 1972, 0. 43,8 1; Stata 1974, ¢ 1516, § 17; Stats. 1975, c.
141, 8§65, 7: Stats. 1978, c&l"! §1)

Fmimwnnpolhd by Stats. 1970, o. 1528, § I8, Bee,
now, § 850.4,

hlrplmh‘lityofﬁuh.lﬂd c. 1515, to writs of attachment issued
pror to Japuary 1, 1977, see note under § 481.010.

Section 52 of Stats 1074, e, 1616, provided: “Tt is the intent of the

ture, if thbb!gi and Assembly l;::oNo. 2} [Jl{.B.!}a A0 ‘I'lil
hacted] are rluptmd me affective Jasuary
5, and this bill B chaplered after Assembly Bill Ne. lﬂli that
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§ 690.8

Section. 690.8 of the Code of Civil Procedure shall be repesied a3
provided by Section 17.5 of this set. Thevefora, Section 17.5 of this
act shall become operstiva only if this bill and Amemhly Bill No. 101
are both choplared and become effective January !, 1875, and thia
bill is chaptared after Assambly Bill No. 101, in which casc Sectioa 17
af this sct shall not become operative.”

Bactivns 0.3 and 3.5 of State.1078, & 1M1, pmﬂdu

“Beoc. 3.3, Mﬁuuo!thhmﬁnﬂh?nﬁnutﬂm
oparalive date of Chapter 1516 of the Statutes of 1974, and on that
dute is of no forea and effect.

“Sec. §.5. Mon?o!thkset:hﬂbmcruﬂumﬁl
operative date of Chapter 1518 of the Statutes of 19~

Cross Refarances
Hjnc,d»f’mtion,lul’ublicmcodaim,

§ 680.7. Exemptions; savings; limit

{&) To the mmaximum eggregate value of one thou-
aand dollars ($1,000), any combination of the follow.
ing: savings deposits in, shares or other accounts in,
or shares of stock of, any state or federal savings and
loan amsociation; “savings deposite” shall include
“investment certificates” and “withdrawable shares"
as defined in Bections 5061 and 6087 of the Financis!
Code, respestively.

(b) Sach exemption set forth in subdivision {&)
shell be a maximum of one thousand dollars ($1,000)
per person, whether the character of the property be
separate or community.

(Added by Stata.1970, c. 1528, § 21)

Former & 0600.7 was repaaisd by Stata1#T0, o 1529, § 20. Ses,
mw, § G0

Cress Refeteacen
Iﬂnmendnr. definition of, see Business and Professions Code

§ 690.8, Exemptions; compensation from dwelling
taken; homestead exemption

For & period of six months from the date of receipt,
the compensation received from a publie entity which
sequires for 3 public use a dwelling actually owned
and occupied by the debtor. Such compensation shall
be exerapi in the amount, over and above all liena and
encumbrances, provided by Section 1260 of the Civil
Code. :
(.;d%ed by Stets.1972, c. 861, § 2. Amended by State 1974, c.

4 1)

Ancther im&addadbgsuu.li?&c.mi 1 waa repsalad by
Stats]974, e #7, § 1 See, now, §§ 800.3, 006a.

Former & §30.9 was repraled by Stats. 1870, o 1520, § 22 Sae now,

n



'§ 690.8a

§ 690.8a. Exemplions; relocation benefits; at.
tachment and execution

Alt relocation benefits for displacement from a
dwelling actoally owned or rented by the debtor
received from a publie entity pursuant to Chapter 16
‘{commencing with Section 7260}, Division 7, Title 1 of
the Government Code or the Uniform Relocation
Assistance and Real Property Acguisilion Policies
~Act of 19701, as amended, shall, in addition to any
other exemptions provided for by the law, be exempt
-from attachment or execotion. Such benefits shall
be exempt from attachment or execution without
filing & claim of exemption, as pmvlded in Seetion
- 690,50,
{Added by Stata 1974, c. 47, § 2}
E42 US.CA § 486] ot neq.

§ 690.9. Exemptions;
: beneflis, etc.; restriction

. {a) All moneys, benefits, privileges, or immunities,
accruing or in any manner growing out of any life
insuranee, if the annual premiums paid do not exceed
five hundred dollars ($500), or if they exceed that
sum a like exemption shall exist which shall bear the
same proportion to the moneys, benefits, privileges,
and immunities so aceruing or growing out of such
insurance that such five hundred dollars (£500) bears
to the whole annual premium paid.

- (b)Y In addition to the foregoing, all moneys, bene-
fits, or privileges belonging to or imuring to the
benefit of the inaured’s spouse or minor children
gromng out of life insurance purchased with annual
premifims not exeeed:ng five hundred dollars ($500),
or if such annua! premiums exceeded that sum, a like
exemption shall exist in faver of such persons which
shall bear the same proportion to the moneys, bene-
fits, or privileges growing out of such insurance that
five hundred dollars ($500) bears to the whole annual
premiums paid
(¥ § 690.19, ndded by Stats)S3s, o 728, § 19.

by Snta.lﬂdl'! ¢ 1058, § 1. Renumbered § 6805
and amended by Stquim. e 1528, § 89)
Former § 8000 waa repealed by Stats.}970, ¢ 1523, § 24

Crosa Radersvces

‘Group life insurance, ses Insurings Code § H0200 et seq.
Inwurance definad, see Civil Code § 262T; Insursnce Code §§ 22, 101.
Poultry, definition of, see Food and Agricuharsl Code § 28554

life insurance proceeds,

§ 590.18. Exemptions; zroup life policy

Except az provided in Sections 10203.5, 10203.6, and
10208.3 of the Insurance Code, a policy of group life

4
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Part 2

insurance, or the procends thereof, either before o
after payment, paid o the insured emplovee or the
beneficiary.
{Added by Stats.1970, c. 1623, § 26.)

Former § 630.10 was repealed by Stats.1970, ¢ 1528, § 2

Cross References

Attachment or arrestment of wages, see 48 UECA. § 601,

Sesmen defined, see Harbors and Nevigation Code § 281,

Wages, delinition of, see Goverrment Code § IS539; Lahor Code
§ 200 et 2eq.

_Wuvnrs:: wages not allowed, se Harbors and Navigetion Code
§

§ 690.11. Exemptions; disability or health insur.
ance benefits, etc.; restriction

All moneys, benefita, privileges, of immunities,
aceruing or in any manner growing out of any
disability or health insurance, if the anhual premivms
do not exceed five hundred dollars ($500), and if they
exceed that sum = like exemption shall exist which
shail bear the same proportion to the moneys, bene.
fits, privileges, and immunities so accruing or grow-
ing out of such insurance thai such five hundred
dollars {3500) bears to the whole.

{Formerly § 69020, added by Stats. 1935, c 723, § 20
?e:{;nbei-gd § 90.11 and amended by Stats 1870, e 1528,
Former setion 600.11 was repealed by State.}9N0, e, 1523, § 27,

Croms Referazces
Affidavit for attachment of sarnings, see § 52040
Beneficirries, indemnification and rights of, sec Insurance Codt’
§ 0342 et sey.
Gmﬂp Simbility invurance, see Insurunee Code §§ W24 ot sery,

hmunnedafne& soa Insaranee Code §§ 22, 101; Civil Code § 2527

Wagen, definition of, see Government Code § i8539; Labor Code
§ 206 ot peq.

Workmen's ﬂompanul.nm Immdaﬁnd,nelm(‘mh
§ 100,

§ 690,12, Exemptions; segregated benefit funds

The segregated benefit funds of a holder of 2
certificate of exemption issued pursuant to Section
10497 of the Insurance Code against the holder of 2
certificate of exemption, except that such funds shail
not be exempt from proceas issued to enforee a ¢laim
of benefit.

(Added by Statal970, o 1528, § 20.)

Original § 900,12 waa repealed by Stata]9es, e 183, § L

Former § 800.12, added by Stats. 1968, ¢, 198, § 1, was renurabered
§ £90.125

Former § 650.12, added by Stata 1968, ¢, 1420, § 1, was repealed by
Stats. 1970, c. 1523, § 28
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'3 690.125. Repeaied by Stats.1970, c. 1523, § 29.5
Ses, now, § 800,13,

§ 690.13. Exemptions; fraternal organization
funds for sick or unemployment bene-
fits ,

All moneys belonging to a fraternal organization
ot exeeeding the sum of five hundred dellars ($500),
and which moneys are used exclusively in the pay-
ment of sick or unemployment benefits to bona fide
members of such fraternal organizations. .
(Formerly § 60095, added by Stats1939, c. 728, § 1.
Mua;nbarad § 800.15 and amended by Smts.lm e 1528,
5

Former § 600.18 was repealed by Stats. 1970, c. 1623, § 30. See,
ww, § 0004

Croas Refersnces

Fraterna! benefit societios, see Ineurisce Code § 10970 ot seq.
Seamwn, definition of, ses Harbors and Navigation Code § 881
Bteam vessal, definition of, ses Harbors und Navigation Code § 22,

§ 690.14. Exemptions; aid by fraternal benefit
society
Money or other aid paid or rendered by any
fraternal benefit society as defined in Section 10990
of the Insurance Code, either before or after pay-
ment.
(Added by Stata 1070, e 1528, § 32}

rmsmu-uw-uysuu.mc.zmnl See,
wow, § 89022,

§ 6%.15. Exemptions; workmen's compensation
s claims :

Any claim for workmen's compensation or compen-
sation awarded, adjudged, or paid, except as provided
in the Labor Code. Such elaim or award, prior to
sciual payment, shall be exempt without filing a
claim of exemption as provided in Section 690.50.
(Added by Stats1970, ¢ 1528, § 34.)

rmsmu-uupuhdwmmo.amus See,
rew, §§ 690.1, 9004,

§ 690.18. Unemployment insurance centributions

Contributions by workers, payable to the Unem-
ployment Compensation Disability Fund, and by
employers, payable to the Unemployment Fund are
exempt without filing 2 claim of exemption as
provided in Section 690.50.
1Added by Stats.1970, = 1523, § 38)

Former § 80018 was renumbered section #80.22 znd amended by
Staw.1970, €. 1629, § 5.

EXECUTION OF JUDGMENT

§ 690.175

Crosa Referencen

Unemployment. insurance contributions exemptions, see Unemploy-
wnt fomurance Code § 988

§ 690.i7. Exemptions; building materials; restric-
tion

All material not exceeding one thousand dollars in
value, purchased in good faith for use in the sonstrue-
tion, alteration, or repair of any building, mining
claim or other improvement #s long as in good faith
the same is about to be applied to the construction,
alteration or repair of such building, mining elaim or
other improvement.

{Added by Stats.1935, c 123, § 17)

Croan References

Definitions,
Building, see Heslth snd Sl.!eft:.r Code i 15918,
Mine, see Public Resources Code § 2200.

E €90.175. Exemptions; unemployment compensa-
tion

State unemployment compensation benefits or ex-
tended duration benefits or federal-state extended
benefits or unemployment compensation disability
benefits, incentive payments provided by Division 2
(commencing with Section 5000) of the Unemploy-
ment Insurance Code, and payments to an individual
under a plan or system established by an employer
which makes provision for his employees generally, or
for a class or group of his employees, for the purpose
of aupplementing unemployment compensation bene-
fits. Suech benefits or paymenis, prior to actuai
payment, shall be exempt without filing & claim of
exemption, as provided in Section £30.50.

{Added by Stats. 1970, c. 1523, § 37. Arended by Stats. 1978,
¢ 1206, § 3; Stats.1973, c. 1207, § 3)

Sections 1, 2, 142 of Stats.1973, ¢. 1208, and Stata 1978, & 1907,
which are identiesl, provide:

“Jection L. This act shall be known and may be cted 38 the
Employment Development Act of 1978

“See. 3. 'The Legislature hereby makes the following declaration
:itplgf?:. and intent in enxeting the Employment Development Act

“It i the public policy of the State of Californin to provide for
nomiprehensive statewide and local manpower planning, to improve
the efficiency of, and the sccountsbility for, delivery systema fnr
manpower progruns, to promptly place job-resdy individusls in
suiteble jobs, to provide qualified job applicants to employers, Lo
ansist potentisily employable individuals to become job ready, and to
ereste employment opporlunities,

“Spe, W2 Upon receipt of & formal ruling from the Seeretary of
Labor, or the bead of any federal agency thet any provision of thia
sct cannot bi given slfect without cavsing the stale's plan to be out
of conformity with federal requirements or woald zesult in decertifi-
cation of provisions of the linemployment I!nsurance” Code and

5 \
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notification of intention te withdraw federal funds from the state,
sach provision shall become inoperative to the extent that it is not in
conformity with feceral requirements,”

Seetion 141 of Stats. 1978, & 1206, and Stats.1973, ¢. 1207, contained
» severability cluuss.

Cross References

Uremployment compenastion besefits, axemption, see Unemploy- |
ment Insarance Code § 1342, 7 [

‘Exemptions; public pension, ret{rement,
SECTION g0 ¢l8ability or death benefits or private

_ retirement plan, etc.

(a} Bxeept with regard to court-ondered child or spousul suppert payments, all
money received by any person, a resident of the state, as g pension, or a8 an annnity
or retlrement or disability or desth or other henafit, or & a return of contributions
and interest thereon, from the United States government, or from the state, or &ny
county, city, or oty and connty, or other pollitical subdivision of the state, or any
publte trust, or public corporation, or from the governing body of any of them,
‘or from nuy public board or boards, or from any retirement, disebility, or annuity-
system established by nny of them pursnant to statute, whether the seme shall be
tn the actnal possession of such pensioner or beneficiary, o deposited by him.

" (b} All money beld, controlled, or in provess of distribution by the state, or a eity,
city and county, county, or other paltical subdivision of the state, or any public
trugt or publdic corporation, or the governing body of any of them, or by any publie
board or boards, derlved from the contributlons by ihe state or such city, county,
city and county, or other political subdivision, or zuch pubile trust, publle corpora-
tion, governing body, or publle beard or boards, or by uny ofticer or employee there-
of, tor retlrement or penslon purpnses or the payment of disability, death, or other
dbenetits, or the payment of benefits payable to, or the reimbursemnt of benefits paid
to, employess thereof under the provisions of the Unemployment Insurance Code, and
all rights and benefits accrued or acerulng to any person under any sritem estab-
Lished pursuent to statute by the atate, clty, city and county, county, or other
political subdivislon of the atate, or any public irust or public corporstion for
retirement, annuity, or penslon purposes ot paymwent of disabillty or death benetits,
and all vacatlon credits accumulated by a state employee pursuant to the provisions
of Sertion 18000 of the Government Code, o any other public employze pursuant
to any law for the mecumuletion of veeation credits appliesble to such employee.
‘Such moueys, benefity, and credits shail Le exempt without filing a elatm of exemp-
tlon as provided in Sectlon 66050,

{e) Al! money held, controlled, or So process of distributlon by any private retire
ment plen, Including, but not Umited to, unton rettrement plaps, or any profit-shar
Ing plan destgmed and used for retireroenr purposes, or the payment of beneflts as an
annuity, pension, retirement allawance, digability payment or death benetit from such
retirement or profit-sharing plans, and all contributions and lnterest thereon re-
tarned to any member of any such retirement or profit-sharing plan, whetber the
ssme shali be in the actug) possession of such pensioner or beneficiary, or deposited
by him, are exempt from execution, ntlachinent, or garnishent * * *. Except
with regard to moneys withheld from employees’ weges and contributions based on
wages In employment under provisions of the Unemployment Insurance Code, and
except with regard to court-ordered child or spousal support payments, the exemp-
tion given by this subdiviston shall apply to any moneyrs held in self-employed re-
Afrement plans pnd individunl retlrement anuuitles or accounts provided for In the
Internal Revenue Code of 1854 as amended by the federal “Employes Retirement In-
‘oome. Becurity Act of 19747 (F.L. 53-406, 20 U.8.C. 1001 et srq.) * * * nnd by the
*Tax Reform Act of 19708" (L. 4~430), provided that such moneys do oot exceed
the maximum mnounte exempt from federal imcome taxotion under these acts.

’

- § 690.19. Exemptions; public assistance

Al aid given under » public assisiance program to

& debtor or for his berefit, However, as against the
claim of the county, the real znd personal property of
o debtor whe has received support from public
moneys shall be exempt only to the extent provided
by and in accordance with the previsions of Section
17408 of the Welfare and Institutions Code. Such

b ;
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sid, prior to payment, shall be exempt without filing
a claim of exemption, as provided in Section 630.50.
(Added by Stats1970, c. 1523, § 40.)

Former § 690.19 was renumbered section 550.9.

|ostienability of aid, see Welfare and Institutions Code § 11002,

§ 690.20. Exemptions; hospital endowment funds;
extent

To the extent provided for in Section 32508 of the
Health and Safety Code, property, of any nature,
given to endow an endowment hospital.

(Added by Stats.1970, c. 1523, § 42)
Former § 0020 was reaumbered section 890.11.

§ 690.21. Exémpténna; funds of prisoners

The funds of any person confined in any prison or
_facility under the juriediction of the Department of
Corrections or the Youth Authority or confined in
_any county or city jail, road camp, industrial farm, or
other local correctional facility, held in trust for him,
or to his eredit, in an inmate’s trust account or similar
pecount by the state, county, or city, or any agency
thereof, not to exceed the sum of forty dollars ($40),
shall be exempt from execution without filing a claim
for exemption as provided in Section 690.50.
{Formerly § 090235 addad by Stats 1959, £ 339, § 1.
Renumbered § 69021 and amended by Stzts 1970, c. 1522,
§ 46; Stats.1974, c. 1516, § 18}
Inapplicability of Stats.1974, c. 1516, to writs of attachment issued
prior 1o January 3, 1977, sen note under § 401.010.
Former § 900.21 was repesled by Stata 1970, « 1528, § 42. See,
 pow, § 800.T.
§ 69022, Exemptions; public bulldings, grounds
«  and personal property

All epurthouses, jails, fire companies, public of fices,

and publie buildings, lots, grounds, and persoral
preperty, including automotive and truck eguipment,
fixtures, furniture, books, papers, and appurtenances
belonging to the jail, fire company, and public offices
belonging and appertaining to any county of this
siate; and all cemeteries, public squares, parks, and
places, public buildings, town halls, and buildings for
the use of fire departments and military organiza-
tions, and the lots and grounds therets belonging and
appertaining, owned or held by any town or incorpo-
rated city, or dedicated by such town or city to health,
ornament, or public use, or for the use of any fire or
military company organized under the laws of this
Mate, .

(Formerly § 600.16, added by Stats.1985, c. 723, § 16.
:e;&u;nm § 690.22 and amended by Stats 1970, c. 1529,
Fermer § 690.22 was renumbered section 600.18.

EXECUTION OF JUDGMENT

§ 690.24

§ 690.23. Repealed by Stats.1970, c. 1523, § 45
See, now, § 00018

§ 650.235. Repeated by Stata1976, c. 1000, § 3

See, now, § 65081,
Pormer § #00.205 was reaombered § 60021

§ 590.24. Exemptions; cemetery lots

All Tots of land, not exeeeding one-guarter of an
acre in size, owned, used, or occupied by any person,
or hy any perzon in joini tenaney or tenancy in
common with any other person or persons, in any
graveyard, cemetery, or other place for the sole
purpose of burying the dead, together with the
railing or fencing enclosing the same, and all grave-

.stones, tombstones, monuments, and other appropri-

ate improvements thereon erected, are exempt from
levy and foreed aale by virtue of any writ, order,
judgment, or decree, or by any legal process whatev-
er. In cases ef religious or benevolent associations or
corporations, the smount of land se exempt may
extend to not exceeding five acres.

Not more than one lot owned, used, or occupied by
any such person or by any person in joint tenancy or
tenaney in common with any other person or persons
or such association or corporation in any one ceme-
tery, graveyard or other piace is exempted by this
section. :

This section does not apply to tand held by any
person or persons, association, or corporation for the
purpase of sale or disposition as buria! lots or other-
wise, '

No property dedicated as a cemetery by a cemetery
aathority shall be subject to execution because of
debts due from an individual owner of an interment
plot. -

Al money payable or to become payable as the
purchase price or on account of the purchase price of
unused cemetery lands, or lands from which all
remains have been removed, is not subject to execu-
tion if used for the purpose enumerated in Section
7925 of the Health and Safety Code.

- {Formerly § 690.51 added by Stats.1955, c. 59, § 7. Renum-

bered § 690.24 and amended by Stats 1970, c. 1528, § 57;
Stats. 1974, ¢ 1516, § 19.)

Former § 695024 was repesled by S1ats.1970, c. 1528, § 47. See,
now, §§ G30.2, 6803

Inapplicability of Stats. 1974, ¢. 1514, to writs of altachment beued
prior to Januszy 1, 1977, see note under § 481.010.

Cress References
Motor vehicle defined, see Vehicle Code § 415



§ 69025
§ 690.25. Exemptions; pewn

All pews in churches and meetinghouses, used for
religious purposes, owned and elaimed by any person,
or held, in accordance with the rules and regulations
of such churches shall be exempt without filing &
elaim of exemption as provided in Section 680.50.

(Pormerly § 600,52, added by Stats,1955, ¢. 69, § 8. Repum.
bered § 690.25 and amended by Stats. 1970, e 1623, § 53.)
Formee § 890.25, was resumbered section 800.18.

'§ 690.26. Exemptions; property of certain boards
. and districts

‘ Tbepmpeﬂyoftbaﬂedhmaﬁnnmardmdthe
‘Sacramento and San Joaquin Drainage District.
{Added by Ststs1970, c. 1628, § 50

Pormer § 890.25 was repesied by Stats.1970, c. 1583, § 49. Ses,
new, § 000.50. -

.I 688.27. Exemptioms; housing authority realty
The real property of a housing authority, as

“defined in Part 2 (commencing with Section 34200) of

Division 24 of the Health and Safety Code.

(Added by Stata.1970, c. 1528, § 62)
Miﬂ.ﬂwmbﬂiﬂﬁﬂ.

Exemptions; grants for educational pur-
poses; restrictions .

Any property granted to s trustee for educational
purposes, purauant to Section 31051 of the Education
Code, if the action under which the execution or
attachment is issued, or the proceeding under which
the sale is ordered, is not commenced within two
years of the filing for record of the grant. No
property shall be subject to execution or forced sale

-under any judgment obtained in any proceeding
instituted within two years, if there is other property
of the grantor aubject to execution or forved sale
sufficient to satisfy the judgment. Nothing in this
section shall be construed to affect mechanies’ or
Isborers’ liens,

{Added by Stata.1970, e 1528 § 58.)

§ 69028,

EXECUTION OF JUDGMENT

Part 2

§ 69029, Exemptions;
property
All property of a redevelopment agency, including
funds, owned or held by it for the purposes of
Chapter 2 (commencing with Section 88100} of Part |
of Division 24 of the Health and Safety Code.
{Added by Stats 1970, c. 1628, § 64} .

redevelopment agency

§ 690.30. Exemptions; direct depusits of federal
paymenis; excess amounts; court de-
terminations

With respect to any deposit account maintained
with a benk or any investment certificate, share
account or withdrawable share maintained with a
state or federally chartered savings and loan sssocia-
tion in which payments authorized by the Social
Security Administration are directly deposited by the
United States government pursusnt to Public Law
No. 92-366 (86 Stats. 506 (1972)) ! and sny reguls-
tions promulgated thereunder:

{8) The first five hundred dollars ($500) of such
account shall not be subject to levy of attachment or
execution in any manner where one depositor 1o the
gecount is the designated payee of the directly
depotited payments. The first seven hundred fifty
dollars {$750) of suck account shall not be subject t0
levy of attachment or execution in any manner where
two or more depositors to the account are the
designated payees of the directly deposited pay-
ments; provided, however, that where two or more
such depositors are joint payees of directly depositad
payments which represent a benefit to only one of thé
depositors, the exemption shall be the first fise
hurkired dollers {$500) of suck account.

{b) Any amounts in excess of those authorized
under subdivision (1) are exempt to the extent such
amounts consist of payments authorized by the Social
Security Administration which are directly deposited
by the United States government pursuant to Public
Law No. 92-368 {86 Stats. 506 (1972)) and any
regulations promulgated thereunder or exempt under
any other provisions of law as hereinafter provided:

(1) The financial institution shall either place the
amounts in excess of those authorized by subdivision
{a) in a suspense account or otherwise prohibit their
withdrawal pending notification of the judieial deter-
mination of their exempt status, and advise the
levying officer in writing of the nature and balance
of the account of the debtor within 10 business days
after the levy;
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{2} No ¢laim of exemption shall be required with
respect to payments authorized by the Social Security
Administration which are directly deposited by the
United States government pursuant to Public Law
No. 92-366 (86 Stats, 506 (1972)). If the judgment
creditor delivers an affidavit or declaration alleging
that the property is not exempt within the meaning
of this subdivision to the levying officer within five
days after the levying officer has notified the judg-
ment creditor that all or parts of the amounts being
held by the financial institution pursuant to para-
graph {1) are nonexempt the procedure in Section
600.50 shall be followed. If no affidavit or declara-
tion is timely delivered by the judgment ereditor,
then subdivision (d) of Section 630.50 shall apply.
For purposes of subdivision (i) of Section 690.50, the
judgment debtor has the burden of proving that the
moneys are exempt;

{3) No finding shall be required in an exemption
bearing under this section. At the conclusion of the
hearing, the court shall give judgment determining
whether or not the excess moneys are exempt, in
whole or in part, and may give judgment determining
the priority or division of payment between one or
mare creditors from nonexempt moneys which judg-
ment shall be determinative as to the right of the
ereditor to have the moneys held by the financial
institution pursuant to the writ. In the judgment,

" the court shail make all appropriate orders for the

prompt disposition of such moneys;

{4) If the court determines that all or part of the
excess is exempt, & certified copy of the judgment
shall be transmitted forthwith by the clerk to the
financidl institution in order to permit the financial
inatitution to transfer such moneys from the suspenze
account to the debtor's account or otherwise release
ny restrictions on jts withdrawal by the debtor. The
tranafer or release shali be effected within three
business days of the receipt of the judgment. If the
court has determined that all or part of the excess is
nonexempt, & certified copy of the judgment shail be
transmitted forthwith by the clerk to the levying
officer and the levying officer shall serve the copy of
the judgment forthwith upon the firancizl institu-
tion. With respect to any part of the excess which is
exempt, the financial institution shall transfer such
moneys from the suspense account or otherwise
release any restrictions on its withdrawal by the
debtor, The transfer or release shall be effected
within three business deys of the receipt of a certified
copy of the judgment by the financial institution.

{c) For purposes of this section, “payments autho-
rized by the Social Security Administration™ means
regular retirement and survivors benefits, supple-
mental seeurity income benefits, coal miners health
benefits, and disability insurance benefits.

{Added by Stats 1976, c. 810, § 1)

181 USLCA. § 492
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EXEMPTIONS FROM ENFORCEMENT OF MONEY JUDGMENTS

Introduction
Since 1851, California law has provided that certain property of
judgment debtors is exempt from the enforcement of a money judgment.

These exemptions are among the most generous in the United States.2 In
general, exemption laws are intended to reserve an amount of property
sufficient to support the debtor and the debtor's family and te facili-
tate the financial rehabiliratilon of the debtor.3 They also serve to
shift the cost of soclal welfare from the community to tj._reditors.4

The substantive exemptions were extensively revised in 1970 in
response to a 1967 report by the State Bar Committee on Debtor and
Creditor.5 Both the substantive exemptions and the procedural provi-

sions are in need of further revision. Important factors prompting the

-

L. 1851 Cal. Stats., Ch. 123, § 219.

2. D. Cowans, Bankruptcy Law and Practice § 389, at 326 (1963); Com~
mittee on Debtor and Creditor of State Bar of California, Moderni-
zation of Statutory Exemptions, 42 Cal, St. B.J. 869, (1967).

3. Bailey v. Superior Court, 215 Cal. 548, 554, 11 P.2d 865, 867
(1932); see generally Vukowich, Debtors' Exemption Rights, 62 Geo.
L.J. 779, 782-88 (1974). It has also been suggested that early
exemptions were enacted to attract settlers in newly admitted
states. See Haskins, Homestead Exemptions, 63 Harv. L. Rev. 1289,

1290 (1950).

4, See Comment, Bankruptcy Exemptions: Critique and Suggestions, 68
Yale L.J. 1459, 1497-1502 (1959). Although it has been suggested
that no property should be exempt and that insolvent debtors
should rely on social welfare legislation, this alternative 1is
undesirable because of the cost to the community of providing wel-
fare and the low level of available benefits, because most credi-
tors are in a position to control their extension of credit and can
take account of exemption laws, and because the lack of exemptions
would drive greater numbers of debtors inte bankruptcy. See id.

3. See Committee on Debtor and Creditor of State Bar of California,
Modernization of Statutory Exemptions, 42 Cal. St. B.J. 869 (1967).




proposals in this recommendation include the dramatie inflation occur-
ring over the past several years, the Introduction of bills to revise
the hankruptey laws of the United States,6 and the approval of a Uhiform
Exemptions Act by the National Conference of Commissioners on Uniform
Stare Laws in 1976,

Exempt Property

The substantive exemption provisions should strike a fair balance
between the interest of the debtor in maintaining a basic standard of
living for the debtor and the debtor's family and the interest of
creditors in satisfying money judgments. Exemptions should shield
property in such a manner that debtors will be afforded the basic pro-
tection without regard to the type of assets held. Accordingly, the
general approach of the proposed law is to protect income and property
needed for the subsistance of the judgment debtor and his or her family,
such as a home,7 household furnishings, clothes, provisions, a motor
vehicle, tools of a trade, wages, insurance benefits, retirement bene-
fits, unemployment benefits, and aid.

In drafting the proposed exemptions, the Commission has sought to
strike a balance between designating specific items as exempt (such as
a table, refrigerator, or stove) and creating general categories of
exempt property (such as household furnishings).8 Specific exemptions
result in more certainty but they can be overly restrictive and are more
likely te be rendered obsolete over time. General exemptions provide a

greater flexibility and equality of treatment but are more difficult to

6. See Report of the Commission on the Bankruptcy Laws of the United
States, House Doc. MNo. 93-137, Part I, 93d Cong., lst Sess. (1973);
H.R. 8200, 95th Cong., 2d Sess. (1978); S. 2266, 95th Cong., 2d.
Sess. (1978),

7. The revision of the homestead exemption is not included in this
draft.

8. See generally Joslin, Debtors’ Exemption Laws; Time for Moderniza-
tion, 34 Ind. L.J. 355, 356-57 (1939); Note, Debtor Exemptions in
Personal Property--Proposals for Modernization, 52 Kent. L.J. 456,
___ {1964); Rombauer, Debtors' Exemption Statutes—--Revision Ideas,
36 Wash. L. Rev. 484, (1961).




administer. The Commission's recommendations are also tempered wifh-ihe
knowledge that exemption laws are highly controversial.9

Although most of the statutory exemptions are collected in Sections
690.1 through 690.31 of the Code of Civil Procedure, some exemptions are

set forth in other codes.l0 Some property 1s exempt without making a
claim11 and other property must be claimed as exempt or the exemption is
waived.lz Section 690 provides that property which is exempt without
filing a claim is not subject to levy of attachment or execution in any
manner. There is no clear distinction between these concepts. Conse-
quently, in the proposed law, property which 1s exempt without the

necessity of making a claim is consistently described as property not
subject to the enforcement of a money judgment.13 In the proposed law,
property which 1s described as not subject to the enforcement of a money

Judgment should be readily identifiable.l4

9. The Advisory Committee in charge of the revision of New York laws
on enforcement of money judgments gave as a reascn for declining to
recommend changes in exemption provisions 'that they are the result
of legisliative compromise; that they reflect the diverse pulls of
various groups within the state." 6 J. Weinstein, H. Korn, & A.
Miller, New York Civil Practice ¥ 5205.01 (1976).

10, E.g., Fin. Code § 15406 (credit union account); Labor Code § 270.5
{property held in trust by logging emplover).

11. E.g., Sections 690.6 (portion of earnings), 690.8a (relocation
benefits}, 690.175 (unemployment compensation prior to payament).

12. E.g., Sections 690.1 (househcld furnishings, etc.), 690.2 (motor
vehicle), 690.9 (life insyrance benefits).

13. Property which is exempt from levy is also exempt from other pro-
cedures for the enforcement of a money judgment. See, e.g., Sec-
tion 719 (order in supplementary proceedings to apply nonexempt
property toward the satisfaction of the judgment). See the discus-
sion under "Property Subject to the Enforcement of a Money Judg-

ment" supra.

14. This type of property in general consists of funds under the con-
trol of a third person, such as an insurance company, a retirement
plan, or a governmental entity. Licenses are also not subject to
enforcement in the proposed law, consistent with Section 688(e);
however, a procedure 18 recommended for reaching liquor licenses.
See the discussion under "Receiver to Enforce Judgment" infra.



The following material discusses the major statutory exemptions of
exlsting law and the more important revisions proposed by the Commis-

sion.15

Household Furnishings, Wearing Apparel, and Personal Effects

Existing law provides a general exemption for necessary household
furnishings, appliances, and wearing.apparel, and a specific exemption
for a plano, radio, television receiver, shotgun, rifle, provisions and
fuel for three months, and works of art by the debtor or the debtor’s
resident family.l6

statlon-in-life test resulting in the exemption of substantial amounts

Under this provision, the courts have applied a

of personal property.l?

The proposed law provides a more restrictive exemption for this
type of property. It would protect household furnishings, appliances,
wearing apparel, provisions, and other personal effects reasonably
necessary for one household and personally used or procured for use by
the debtor and members of the debtor's household for use at their prin~
cipal residence so long as the item of property claimed as exempt does
not exceed $500 in value.18 In most cases, a debtor will have few if
any items of personal property which will bring at least $500 at an

execution sale.19 To prevent abuse by debtors investing in valuable

15. The more technical revisions are discussed in the Comments to the
proposed sections, infra, amd in the Comments to the repealed
sections in the Appendix, infra.

16, Section 690.1.

17. See Independence Bank v. Feller, 275 Cal. App. 84, 79 Cal. Rptr.
868 {1969) (furniture worth over $22,000 held exempt); Newport
Nat'l Bank v. Adair, 2 Cal. App.3d 1043, 83 Cal. Rptr. 1 (1969}
(furniture for l4-room apartment held exempt); Comment, California's
New Household Goods Exemption and the Problem of Persomal Accountability,
12 Santa Clara Law. 155 (1972).

18. Section 8(a) of the Uniform Exemptions Act (1976) provides a
similar exemption.

19. The proposed law precludes an execution sale of property that is
exempt in a prescribed amount unless the amount bid exceeds the
total of the exempt value and any liens that are superior to the
judgment creditor’s lien. The $500 value limitation in this pro-
vision of the proposed law does not exempt proceeds when there is a
sale as in the case of the motor vehicle exemption. It is strictly
a ceiling on the value of property that may be claimed as exempt.
If an item of property may be sold at an execution sale for over
$500, the proceeds are applied toward the satisfaction of the

judgment.
-



items and thereby insulating assets from creditors, items having a value
in excess of $500 would be nonexempt. Nonnecessary property would not
be exempt repgardless of its value.

A limiced exemption, not subject to the necessity standard, is
provided for jewelry, heirlooms, and works of art which in the aggregate
doe not exceed $500 in value.20 This exemption fs Intended to protect
some ltems of relatively modest walue that are likely to be of senti-
mental value without regard for thelr necessity.

Motor Vehicle
Existing law provides an exemption for one motor vehicle with a

value, over all liens and encumbrances on the vehicle, not exceeding
$500. 2
car price guldes customarily used by California automobile dealers or,
if not listed, by fair market value. If the debtor's equity in the

The value of the vehicle is required to be determined from used

motor vehicle exceeds $500, it may be sold at an execution sale, but the
rroceeds remaining after satisfaction of liens and encumbrances are
exempt in the amount of $500 for a perlod of 90 days.

Under the proposed law, a motor vehicle would be exempt if the
debtor's equity does not exceed $1,000. The exemption for proceeds is
extended to proceeds from a voluntary sale or from insyrance or othetr
indemnification received for the damage or destruction of the vehicle.22
Although permitting reference to used car guides, the proposed law would
not require such reference because other factors may be relevant, such
as in cases where the wvehicle has been customized. The interest of the
debtor is protected by the exemption of proceeds and the prohibition of
an execution sale where no bid sufficient to satisfy liens and encum—

brances and pay the debtor the amount of the exemption is received.

20. Section B(a)(3) of the Uniform Exemptions Act (1976) exempts
family portraits and heirlooms of particular sentimental value 1f
the value of the item does not exceed $500 and Section 8(b) exempts
jewelry not exceeding $750 in aggrepate value.

21. Section 690.2. Section 690.4 also provides an exemption for a
commercial motor vehicle used in the debtor's trade, calling, or
profession,

22, Section 9{(a) of the Uniform Exemptions Act (1976) provides a
similar exemption traceable for 1B months.



Tools of a Trade
Existing law provides an exemption for tools and other items,

including one commercial fishing boat and one commercial moteor vehicle,
ordinarily and reasonably necessary for the use of the debtor in the
exercise of the trade, calling, or profession by which the debtor earns
a livelihood, to the maximum aggregate actual cash value of $2,500 in
excess of liens and encumbrances on such items.23 The proposed law
continues this exemption and includes bullding materials for which
existing law provides a separate exemption in the amount of $1,000.24
The proposed law would alsoc exempt proceeds from the sale or indemnifi-
cation for the loss, damage, or destructlion of such items in the amount
of $2,500 for a period of 90 days after a voluntary sale or, in other

caseg, after recelpt of the proceeds or indemnification.25

Health Aids

Existing law provides an exemption for prosthetic and orthopedic
appliances personally used by the debtor.26 This exemption 1s too
narrow27 and should be expanded to include health aids reascnably neces-
sary to enable the debtor or the spouse or dependents of the debtor to
work or sustain health.28 This provision would permit the exemption of
items such as a wheel chair for a person unable to walk to work, an air
conditioner for a person afflicted with asthma, or an elevator for a
person unable to climb stairs, but would not exempt a swimming pool,
sauna, bicycle, golf clubs, or gymmastic equipment merely because thelr

use 1s conducive to good health.

23. Section 690.4.
24. Section 690.17.

25. Section 9{a) of the Uniform Exemptions Act (1976) provides a
similar exemption traceable for 18 months, The 90 day limitation
on the protection of proceeds is the same as that provided by
Section 690.2(e) in the case of a motor wvehicle.

26. Section 690.5.

27. "Prosthesis" is defined as the "addition to the humarn body of some
artificial part, as a leg, eve, or tooth." Webster's New Collegi-
ate Dictionary 678 (1956). '"Othopedics' is defined as the "correc-
tion or prevention of deformities, esp. in children." Id. at 593.

28. This provision is derived from Section 5(2) of the Uniform Exemp-
tione Act (1976).



Deposit Accounts

Existing law provides exemptions for $1,000 in a savings and loan
association account29 and $1,500 in a credit union account.30 An ac~
count into which social security benefits are directly deposited is
protected from levy to the extent of $500 if there is one recipient and
$750 1f there are two or more recipients, and is exempt to the extent

that additfonal amounts consist of soclal security payments.31 There is

no specific exemption for savings or checking accounts in banks.32

There is no justifiable reason for distinguishing between deposit
accounts in different banking institutions.33 Under the proposed law, a

deposit account in any financial institution and money34 are exempt in

29, Section 690.7.
30, Fin. Code § 15406,

31. Section 690.30. Section 690.30 requires the judgment creditor to
initiate the exemption proceedings to determine whether nonexempt
amounts reslde in the account. At the hearing, however, the judg~
ment debtor has the burden of proof. This provision, enacted by
1976 Cal. Stats., Ch. 810, § 1, limits the application of the rule
in Phillips v. Bartholomie, 46 Cal. App.3d 346, 121 Cal. Rptr. 56
(1975), which held that a judgment debtor is not entitled to a
hearing before socilal security, AFDC, county welfare, and veterans'
benefits in a bank account could be levied upor. Of course, such
benefits are exempt when a claim is made wnder general principles
regarding tracing of exempt benefits. See Philpott v. Essex County
Welfare Bd., 409 U.S. 413, 416-17 (1973) (disability benefits in
bank account); Kruger v. Wells Fargo Bank, 11 Cal.2d 352, 367, 521
P.2d 441, _ _, 113 Cal. Rptr, 449, _  (1974) (unemployment bene-
fits in checking account). 8Section 690,30 provides an additional
protection since it shields a certain portion of the account from
the reach of creditors without the necessity of making a claim of
exemption.

32. Exempt amounts may be traced into bank accounts under existing law,
See the discussion under "Tracing Exempt Amounts" infra.

33. A report by the State Bar Committee on Debtor and Creditor recom-
mended consolidation of deposit account exemptions in 1967. See
Committee on Debtor and Creditor of State Bar of California, Mod-
ernization of Statutory Exemptions, 42 Cal. St. B.J. 869,
(1967).

34. The proposed exemption would also supersede Section 690.21 (prison-
er's trust fund exempt in amount of $40). Section 487.010(c)(7) in
the Attachment Law also provides an aggregate exemption for deposit
accounts and money.
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the aggregate amount of $2,000. The proposed law would continue the
special procedural protections regarding accounts into which social
security benefits are directly deposited and would clarify the procedure

for claiming additional amounts as exempt.35

Life Insurance

Existing law exempts benefits growing out of life insurance in an
amount resulting from payment of a $500 annual premium and provides an
additional exemption in the same amount in favor of the insured's spouse
or minor ch:lldren.36 Certain types of group life insurance are com-
pletely exempt.37 Death benefits from a2 public entity or a private
retirement plan are also exempt.38 The life insurance exemption shields
benefits from the reach of creditors of the insured and of the benefi-
ciary.39 The exemption also protects a beneficlary under a credit
insurance policy.hc

Consistent with the policy of protecting a minimal amount of prop-
erty necessary to support the debtor and the debtor's family, the pro-
posed law would substantially revise these exemptions. A creditor would
not be able to reach the cash surrender value of a policy. The proposed

law would, however, permit the creditor to reach the lcan value of the

35. See the Comment to proposed Sectlon 707.590 infra.

36. Section £90.9. The exemption also applies to endowment and annuity
policies. See Hing v. Lee, 37 Cal. App. 313, __ , 174 P. 356,
{1918). Where there are multiple beneficiaries entitled to claim
the exemption, each beneficiary is entitled to assert an exemption
in proportion to the total proceeds of the policy. Jackson v.
Fisher, 56 Cal.2d 196, 201, 363 P.2d 479,  , 14 Cal. Rptr. 439,
_(1961).

37. Section 690.10; Ins. Code § 10213. This exemption does not apply
in certain cases. See Ins. Code §§ 10203.5 (borrower and install-
ment purchaser groups), 10203.6 (credit union groups), 10203.8
(savings account depositors).

38. Section 69%0.18.
39. Holmes v. Marshail, 145 cal. 777, 779-82, 79 P.2d 534, _ _ (1905).

40. Jackson v. Fisher, 56 Cal.Z2d 196, 199, 363 P.2d 479, __ , l4 Cal.
Rptr. 439, _  (1961).
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41 The debtor should not be

policy to the extent it exceeds $5,000.
forced to surrender the policy because the debtor may be uninsurable or
insurable only at a prohibitive premium.

The proposed law provides an exemption of benefits from z matured
life insurance, endowment, or annuity policy, or from death benefits in
an amount reascnably necessary for the support of the insured and the
spouse and dependents of the insured or decedent, 1f the benefits are
payable to & living insured or to a spouse or dependent of a living or
decedent insured.42 This exemption would protect benefits from credi-
tors of the 1lnsured as well as from creditors of the spouse or dependent
beneficiary. The proposed law would eliminate the arbitrary feature of
existing law which exempts benefits to the extent represented by a $500
annual premium.43 The existlng standard can result in widely varying
exempt amounts depending upon the type of policy (e.g., straight life,
endowment, or annuity), the type of insurer (e.g., private, group,
industrial, government), the age of the insured when the policy was

taken out, and the lenpgth of coverage.

41. Where the debtor has not claimed a dwelling exemption, the maximum
exempt loan value under the proposed law would be $15,000 in recog-
nition ¢f the need to provide for housing.

42. Section 6{a)(4) of the Uniform Exemptions Act (1976} provides a
gimilar exemption.

43, This standard dates from 1868 when the life insurance exemption was
enacted. 1868 Cal. Stats., Ch. 404, § 1. The first life insurance
exemption provision, the Verplanck Act enacted in New York in 1840,
alsc based the exemption upon the amount of the annual premium,

See Riesenfeld, Life Insurance and Creditors' Remedies in the
United States, &4 U.C.L.A. L. Rev, 583, 589 (1957). At the time
such exemptions were first enacted, life insurance was used to
provide support for the family of the deceased. Today, a majority
of payments under life insurance policies are made to policyhold-
ers. See Institute of Life Insurance, Life Insurance Fact Book
177, at 49-50 (1977); Vukowich, Debtors’ Exemption Rights, 62 Geo.
L.J. 779, 810 & n.183 (1974).

44. TFor example, the exempt benefits deriving from a $500 premium
amounted to $113,200 in Jackson v. Fisher, 56 Cal.2d 196, 363 P.2d
479, 14 Cal. Rptr. 439 (1961) ($883 annual premium on $100,000
policy with double indemnity clause), and $8,900 in California
United States Bond & Mort. Corp. v. Grodzims, 139 Cal. App. 240, 34
P.2d 193 (1934) ($558 annual premium on $10,000 policy).



Retirement Benefits

Existing law exempts retirement plan benefits both before payment,
when no claim is required to be made, and after payment, when the
exemption must be claimed.45 The exemption does not apply, however,
against a judgment for child or spousal support.46 The proposed law

would continue the substance of this exemption.

Digsability and Health Benefits

Existing law provides several exemptions for benefits from a dis-
ability or health insurance policy or program. Disability or health
insurance benefits are exempt to the extent represented by a $500 annual
premium.AF Mconey of a fraternal organization used te pay sick benefits
to members of the organization is exempt in the amount of $500.48 Money
pald by a fraternal benefit scociety is exempt before and after pay-

tuent.'!'9 Disability benefits under a retirement plan are exempt to the

same extent as other retirement henefits.50

‘Under the proposed law, disability and health benefits, before
payment, are not subject to the enforcement of a money judgment .and,
after payment, are exempt. This exemption would not apply where the
creditor provided health care concerning the condition for which the

benefits are collected.

45. Section 690,18. This exemption covers pensions, annuities, and
retirement, disability, death, or other benefits from a public
entity and money held or paid by a private retirement plan, union
retirement plan, or profit-sharing plan designed and used for
retirement purposes. .

46. Section 690.18. See the discussion under "Exception for Judgments
for Spousal or Child Support” infra.

47. Sectlon 690.11. ¥or a discussion of tying the exemption of insur~
ance benefits to the amount of the premium, see the discussion
under "Life Insurance" supra.

48. Section 690.13.

49, Section B£90. 14,

50. Sectlion 690.1B. See the discussion under "Retirement Benefits"”
supra.

-16-
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- Damages for Personal Injury

Existing law provides an exemption for insurance benefits for

injurys1 or death52 but does not exempt settlements or awards for the

bodily injury of the debtor. The proposed law provides an exemption for

a settlement or award arising out of the bodily injury of the debtor to

the extent necessary for the support of the debtor and the spouse and

53

dependents of the debtor, This exemption would not apply when the

creditor provided health care for the bodily injury for which the set-

tlement or award was made.

Wrongful Dez ™ Awards

Existing law does not exempt wrongful death settlements or awards.

The proposed law would exempt settlements and awards arising out of the

wrongful death of a person of whom the judgment debtor was a spouse or a

dependent to the extent reasonably necessary for support.54

Unemployment Benefits and Contributions, Strike Benefits

Under existing law, contributions of employees and employers to

unemployment programs, and benefits from such programs, prior to pay-

ment, are exempt without making a cla:l.m.55 After payment, these bene-

fits are exempt if a claim is made.56 The proposed law would continue

the substance of this exemption and would also provide a similar exemp-

tion for strike benefits paid to a union member.

51.
52.

53.

54.

55.

56.

See Section 690.11 (disability and health insurance).
See Sections 690.9 (life insurance), 690.10 {group life insurance).

Section 6(a)(3) of the Uniform Exemptions Act (1976) provides a
similar exemption.

Section 6(a)(3) of the Uniform Exemptions Act (1976) provides a
similar exemption.

See Sections 690.13 (8500 used by fraternal organization as un-
employment benefits for members), £90.16 (contributions to the
Unemployment Compensation Disability Fund and the Unemployment
Fund), 690.175 (state and federal-state benefits and payments under
a plan or system established by an employer for employees generally
or for a class or group of employees for the purpose of supplement-
ing unemployment compensation benefits), 690.18(b) (contributions
and reimbursement for benefits received under Unemployment Insur-
ance Code by government employees); Unemp. Ins. Code §§ 988 (incor-
porating Section 690.16), 1342 {incorporating Sections 690.175,

$90.18)..
See Sections 690.13, 690.175.

-11-



Aid

Existing law provides a complete exemption for aid given under a
public assistance program57 and for aid from a fraternal benefit scci-
ety.58 Under the proposed law, these exemptions are combined and the
protection 1s extended to aid of the same nature given by a charitable

organization.

Relocation Benefits

Under existing law, relocation benefits for displacement from a
dwelling owned or rented by the debtor are exempt without filing a
claim.sg Under the proposed law, once the benefits have been paid, an
exemption claim must be made since 1t is necessary for the debtor to

trace the funds to their source in order to qualify for the exemption.

Cematery Plot

Existing law exempts a debtor's cemetery lot, not exceeding one-
quarter of an acre and, in the case of a religious or baneveolent assc-
ciation or corporation, not exceading five acres.ﬁﬂ The proposed exemp-~
tion provision incorporates a definition of "plot" which includes
graves, crypts, vaults, and niches,61 whereas existing law specifically
applies only to land to be used for burlal purposes and fixtures. The
proposed law exempts a cemetery plot for one person., The proposed law
also protects a famlly plot62 from enforcement of a money judgment.

Land which is held for the purpose of sale as cemetery plots would be

57. Section 690.19. Before payment, the ald is exempt without making
a claim; after payment, a claim of exemption must be made.

58, Section 690.14. This exemption must be clalmed.
59, Section 690.8a.

60. Section 690.24.

61, See Health & Saf. Code § 7022.

62. For provisions concerning family plots, see Health & Saf. Code
§§ 8650-8653.

-12-



nonexempt as under existing law.63 The five-acre limitation on the
exemption for religious or benevolent associations or corporations is

unnecessary and is not continued in the proposed law.

Church Pews

Existing law exempts pews in churches and meetinghouses used for
religious purposes and owned by the t:hebtm:.{54 The proposed law does not
continue this exemption because it is obsclete, the practice of member

ownership of pews having generally ceased.65

Applicability of Exemptions

It is implicit under existing law that property which is exempt
from execution is alsoc exempt from other procedures for the enforcement
of a money judgment.66 This principle is made explicit in the proposed
law, and provisions for the determination of exemption claims are in-
cluded in the special procedures for enforcement of money judgments

where appropriate.e?

63. Section 690.24. The proposed law would alsoc continue portions of
Section 690.24 which provide that property dedicated as a cemetery
1s not subject to enforcement of a debt due from an individual
owner of a plot and that money from the sale of unused cemetery
lands is not subject to enforcement of a money judgment if used for
the purposes specified in Health and Safety Code Section 7925.

64, Section 690,25,

65. See 6 J. Weinstein, H. Korn, & A. Miller, Wew York Civil Practice
1 5205.15 (rev. 1976).

66. Section 690(a) provides that the property mentioned in Sections
690, 1-690.29 is "exempt from execution.” Section 690.31 exempts a
dwelling house from "execution" and Civil Code Section 1240 pro-
vides that a homestead is "exempt from execution or forced sale."
Section 690.50(1) provides that the judgment rendered in exemption
proceedings thereunder is "determinative as to the right of the
creditor . . . to subject the property to payment or other satis-
faction of his judgment.'" Section 710(c) incorporates Section
690.50 for the determination of exemption claims concerning money
owed to the debtor by a public entity. Section 719 provides that
the court in supplementary proceedings may order the appliication of
property "not exempt from execution' toward the satisfaction of the
judgment. Section 690.51 incorporates Section 690.50 for the
determination of exemption claims when property is levied upon
pPursuant to certain warrants or notices of levy for the collection
of tax liability. Section 302{c) of the Consumer Credit Protection
Act, 15 U.5.C. § 1672(c) (1970), defines garnishment to mean "any
legal or equitable procedure through which the earnings of any
individval are required to be withheld for payment of any debt."

67. See the discussion under "Special Procedures for the Enforcement of
Money Judgments' infra.

-13.



The principle that exemptions do not apply where the judgment is
for the purchase price of the property involved or is for the fore-
closure of a lien on the property68 {other than a lien created in the
course of enforcing a.general money judgment) is continued in the
proposed law.

The proposed law also makes clear that exemptions are to be deter-
mined and applied under the circumstances existing when the exemption
claim is made. This provision is intended to reject the holding in
California United States Bond & Mortgage Corp. V. Grodzin569 which held
that the portion of 1life insurance benefits which exceeded the exempt

amount at the time they were received was "earmarked" for creditors even
though the amount of benefits remaining at the time they were levied
upon was less than the amount protected by statute.70 Exemption laws
are intended to protect an amount of property sufficient for the support
of the debtor and the debtor's family at the time it is needed, i.e,,
when the creditor attempts to enforce the judgment. The question of

68. See Civil Code § 1241; Code Civ. Proc. §§ 690.28, 690.31, 690.52;
Wilien v. Willen, 121 Cal. App. 351, __ , 8 P.2d 942,  (1932)
(1ien on insurance policies created by court order in proceedings
to enforce alimony award foreclosed by execution}.

69. 139 Cal. App. 240, 34 P.2d 193 (1$34).

70. In Grodzins, the surviving wife received $10,000 in life insurance
benefits, deposited $5,000 in a savings and loan account, and spent
the remainder for the support of herself and her minor children.
Under the exemption in effect at the time, approximately $8,900 of
the $10,000 would have been exempt if the creditor had levied upon
the funds immediately. The creditor was permitted to reach $1,100
of the remaining 55,000, The result could have been more detri-
mental since, if the lump-sum originally recelved at some remote
time before levy had been §18,000, for example, and the wife had
spent $9,000 of it before levy, the creditor would have been able
to apply the remaining 59,000 to the judgment.

—14=~



exemption of property does not arise until the creditor seeks to reach

the property and apply it toward the satisfaction of a judgment.71

Exception for Judgments for Spousal or Child Support

Under existing law, the standard exemptions of na:infnfr.ngs?2 and re-
tirement benefits73 do not apply where the money judgment being enforced
is for child or spousal support. The proposed law would extend this
exception to all exemptions.?a Since a major purpose of exemption laws
1s to protect an amount of property sufficient for the debtor to support
dependents, it makes no sense to protect the debtor's property from a
judgment for the support of those dependents. Where the debtor has a
family from a new marriage, the court would be empowered to make an
equitable division of the property that takes into account the needs of

all the persons the debtor is required to suppc:rt.?5

Exception for Welfare Payment Reimbursement

Existing law provides that the debtor is entitled to a more limited
set of exemptions against a claim by a county for reimbursement for

county ald used to support the debtor than is available against claims

71. Medical Tin. Ass'n v. Rambo, 33 Cal. App.2d Supp. 756, 758-60, 86
P.2d 159, ___ (1939). This case involved the garnishment of wages
at a time when one-half of the earnings received during a 30-day
period were exempt. The debtor had already received some earnings
and the creditor argued that those earnings should be counted
toward the exemption, leaving the remainder earned during the 30-
day period subject to levy in the amount of one-half of the total.
The court held that only one-half of the particular paycheck could
be garnished.

72. Section 723.052 [enacted by 1978 Cal. Stats., Ch. 1133] provides an
exemption for one-half of the debtor's earnings where a support
order 15 enforced. This exemption preempts the less restrictive
federal provision. See 15 U.S.C.A. § 1673(b)}{1) (Supp. 1978).

73, Section £90.18.

74. Section 10 of the Uniform Exemptions Act (1976) provides a similar
exception. Under the proposed law, the spouse or dependent would
not be able to reach property which is not subject to the enforce-
ment of a money judgment, but only that which 1s described as
exempt.

75. This codifies the holding in Rankins v. Rankins, 52 Cal. App.2d
231, 234-35, 126 P.2d 125, _ _ (1942).

-15-
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of creditors generally. This exception to the standard exemptions 1s

not continued in the proposed law because it 1s constitutionally suspect

under the equal protection c:l‘aus'a.,}'7

Exemption Rights of Married Debtors

The interrelation between the creditor's remedies and exemption
laws, community property laws, and other laws pertaining to the manner
of holding title to property is complicated and sometimes lnconsistent.
Generally, only the property of the judgment debtor may be applied
toward the satisfaction of a money judgi:mal:u:.?8 Thus, if the judgment

debtor is a joint tenant, only the interest of the judgment debtor may

79

be reached. However, if one spouse is a judgment debtor, the commu-

nity property, in which the spouses have equal interests,BD 1s generally
liable for the satisfaction of the judgment81 and, 1f the debt was

76, See Sectilon 690.19; Welf. & Inst. Code § 17409, Welfare and Insti-
tutions Code Section 17409 provides the following exemptions in
such cases: $50 in cash, personal effects and household furniture
with a value of $500, a cemetery plot, 5500 placed im trust for
funeral expenses, Insurance policies with a cash scvrrender value of
$500, and relocation assistance benefits.

77. Cf. James v. Strange, 407 U.S. 128 (1972) (Kansas statute imposing
1iability on indigent defendant for costs of counsel provided the
defendant and denying exemptions available to other judgment
debtors held unconstitutional).

78. See the discussion under "Property Subject to Enforcement of a
¥oney Judgment' supra.

79. See In re Rauer's Collection Co., 87 Cal. App.2d 238, 259, 19 P.2d
803, __ (1948); Russel v. Lescalet, 248 Cal. App.2d 310, 312, 56
Cal. Rptr. 399, _  (1967); 5 B. Witkin, California Procedure
Enforcement of Judgment § 13, at 3398 (2d ed. 1971).

B80. Civil Code § 5105.

Bl. Civil Code §§ 5116, 5120, 5122, 5125; see D. Reith, California Debt
Collection Practice Supplement 176-77 (Cal. Cont. Ed. Bar 1976).
Either spouse has management and control of the community property
with certain exceptions. Civil Code § 5125(a}. It has been de-
clared by the Legislature that the "1iability of community property
for the debts of the spouses has been coextensive with the right to
manage and control commmity property and should remain so." 1974
Cal. Stats., Ch. 1206, § 1. It seems fairly certain, however, that
community business property that is subject to the scle management
and control of one spouse pursuant to Civil Code Section 5125{d} 1is
liable for the debts of the nonbusiness spouse. See H. Verrall,
Cases and Materials on California Community Property 396-97, 401

~16~



lncurred for necessaries of life after marriage, the separate property
of the nondebtor spouse may alsoc be reachedo82

A nondebtor spouse is c¢learly entitled to prevent property that is
not liable under the community property laws from being applied toward
the satisfaction of the judgment.83 If only one spouse is a judgment
debtor and the separate property of the nondebtor spouse has been levied
upon, the nondebtor spouse has been permitted to seek the release of the
property through the third-party claims procedure.84

The generally stated policy underlying the exemption laws is to
protect an amount of property sufficient to support the debtor and the

85

debtor's family. It is clear that, if only one spouse is the debtor,

the spouses may reduce the amount of property available to satisfy the

(3d ed. 1977); Comment, The Implications of the Mew Community
Property Laws for Creditors' Remedies and Bankruptcy, 63 Calif. L.
Rev. 1610, 1628-34 (1975).

82. Civil Code § 5121. Resort must first be had to community and
quasi-community property. See Civil Code § 5132; Reppy, Retro—
activity of 1975 California Community Property Reforms, 48 So. Cal.
L. Rev. 977, 1033 n. 174 (1975),

83. Where a spouse's separate property is sought tc be applied to the
debt of the other spouse incurred for necessaries pursuant to the
liability provided in Civil Code Sections 5121 and 5132, the
spouse whose separate property is sought to be reached must be made
a party te the action for the purpose of cbtaining a limited
personal judgment. Credit Bureau of Santa Monica Bay Dist., Inc.
v. Terranova, 15 Cal. App.3d 854, 860, 93 Cal. Rptr. 538, 542
(1971).

84. Sherwood v. Cornfield, 216 Cal. App.2d 364, 369, 31 Cal. Rptr. 264,
267-68 (1963); Adler v. Blair, 169 Cal. App.2d 92, _ , 336 P.2d
971, (1959); Spear v. Farwell, 5 Cal. App.2d 111, 112, 42 P.2d
391,-__~ {1935). 1In one case, a third-party claim was filed on the
basis that the husband's wages were exempt because the wife's debt
for necessaries was incurred before marriage, making the exception
to the wage garnishment exemption inapplicable. White v, Gobey,h
130 Cal. App. Supp. 789, 790-91, 19 P.2d 876, __ (1933). See the
discussion under "Third Party Claims" infra.

85. See Balley v. Superior Court, 215 Cal. 548, 554, 11 P.2d 865, 867
(1932). _
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Judgment by holding it in joint tenancy rather than as commmity prop-
erty.86 Existing law, however, provides no general rule governing
whether joint debtor spouses may each claim exemptions in community ox
separate property, or whether a2 nondebtor spouse may claim an exemption
in community property (or in separate property in the case of a debt for
necessaries).

In general the availability or amount of an exemption does not
appear to depend upon whether the debtor is married or has any depend-
ents. There are several excepticns:

(1) A head of a famlly may select a homestead not exceeding $30,000
in value, whereas any other person under 65 years of age may select a
homestead of only 315,000 in value.ST

(2) Household furnishings, wearing apparel, and the like, are
exempt to the extent "ordinarily and reasonably necessary to, and per=-

n88

sonally used by, the debtor and his resident family. This exemption

specifically takes into account the needs of the debtor's spouse and
dependents and should not vary depending upon whether one or both spouses

are liable on the judgment.

86. See Siberell v. Siberell, 214 Cal. 767, 772-74, 7 P.2d 1003, _
(1932); In re Rauer's Collection Co., 87 Cal. App.2d 248, 257, 196
P.2d 803, ___ (1948); 7 B. Witkin, Summary of California Law
Community Property § 48, at 5139 {(8th ed. 1974). It should be
noted, however, that a transfer of a debtor spouse's Interest in
property to the nondebtor's spouse, such as by way of changing

community property to separate property, 1ls voidable as a fraud-

ulent conveyance. See Wikes v. Smith, 465 F.2d 1142, ___ (9th Cir.
1972); Gould v. Fuller, 24% Cal. App.2d 18, 24-27, 57 Cal. Rptr.
23, (1967).

87. Civil Code § 1260 (declared homestead); Code Civ. Proc. §§ 690.3
{mobilehomes and vessels), 690.31 (claimed dwelling). A person
aged 65 is entitled to the same exemption as a head of a family.
Civil Code Sectilon 1261 provides that a head of a family includes
husband and wife when the claimant is married and any person who
resides with and cares for or maintains certain relatives. A
homestead may be selected from community property, quasi-community
property, property held by the spouses as tenants in common or in
joint tenancy, or separate property. Civil Code § 1238,

88. Section 690.1,
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(3) The exemption of earnings from garnishment depends in part on
amounts withheld pursuant to the tax withholding lawsBg and consequently
is affected by the number of deductions the wage earner claims. How-
ever, the federal restrictions on wage garnishment permit a crediter to
reach a larger amount of earnings where the debtor claims a greater
number of tax withholding deductions.90 The additional hardship exemp-
tion is based upon the amount 'necessary for the use of the debtor or
the debtor's family residing in this state and supported in whole or in

ndl It may also be assumed that, if both spouses are

part by the debtor.
liable on the judgment, the garnishment of each spouse'’s wages is re-
stricted by the federal law.

(4) The life insurance exemption 1ls doubled in favor of the spouse
of the insured.92

(5) The automatic exemption for deposit accounts into which social
security benefits are directly deposited is increased from $500 to $750
where two or more depositors to the account are designated payees of the
benefits.93

(6) The exemption for savings and loan accounts is specifically

stated to be a maximum of $1,000 "per person, whether the character of

- 89, See Consumer Credit Protection Act § 302(b), 15 U.S.C. § 1672(h)

(1970) (defining "disposable earnings" which provide the basis for
determining the amount subject to garnishment, as the amount

remaining after the deduction of any amounts required by law to be
withheld).

90. This is so because a wage earner claiming wore withholding de-
ductions will have a larger disposable income at the same level of
earnings than a wage earner claiming fewer deductions., The federal
formula permits garnishment of all of the debtor's disposable
weekly earnings that exceed 30 times the minimum wage but that do
not exceed 40 times the minimum wage or, when the earnings exceed
40 times the minimum wage, 25% of the total amount of disposable
earnings. See Consumer Credit Protection Act § 303{(a), 15 U.S.C.

§ 1673(a) (1970). '

91. Section 690.6(b).
92, Section 690.9(b).

33. Sectlon 690.30(a).
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the property be separate or community."gh The meaning of this provision

is unclear and it has not been interpreted by the courts. It might be
read to permit both spouses, whether jointly liable or not, to claim
exemptions. It might mean that only debtor spouses may claim an exemp-
tion {if the view is taken generally that only debtors may claim exemp-
tions) and that, in the case of a joint account, the levy severs the
joint tenancy and thus preserves the separate half interest of the
nondebtor spouse.

{7) On the other hand, the motor vehicle exemption appears to
protect only one vehicle registered in the debtor's name,95 apparently
without regard to the nature of title.96

The Commission has retained a consultant to study this problem in
greater detall and make suggestions for 1ts resolution. The nature of
the Commission's final recommendation in this area awalts preparation

and consideration of the consultant's study.

Tracing Exempt Amounts

An exemption for money derived from a particular source, such as
retirement or life insurance benefits, 18 illusory 1f the exemption is
lost when the benefits are deposited in a bank or held in the form of a
check or cash. Presently, case law and, to a limited extent, statutory
law, recognilze the right of a debtor to trace exempt amounts through a

change in form.97 The proposed law contains a general provision which

94, Section 690.7(b). The exemption for credit unlon accounts does not
have this feature. Fin. Code § 15406.

95. Section 690.2(d).

96. See Veh. Code §§ 4150,5, 5600.5 (coownership of motor vehicle).

97. See, e.p., Sections 690.18{a) (pension benefits exempt in debtor's
possession and when deposited), 690.30 (direct deposit of social
security payments}; Kruger v. Wells Fargo Bank, 11 Cal.3d 352, 367,
521 P.2d 441, __ , 113 Cal. Rptr. 449, (1974) (unemployment
benefits in checking account); Holmes ﬁfwﬁarshall, 145 Cal. 777,
782-83, 79 P. 534, _ (1905) (life insurance benefits deposited in
bank account); Bowman v. Wilkinson, 153 Cal App.2d 391, 395-96, 314
P.2d 574, __ (1957) (life insurance check converted to cashier's
check and deposited in attorney's trust account); Philpott v. Essex
County Welfare Bd., 409 U.S. 413, 416-17 (1973) (disability bene-
fits in bank account); Porter v. Aetna Cas. & Sur. Co., 370 U.S.
159, 162 (1962) (veterans' benefits in savings and loan account).
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would permit the judgment debtof to trace exempt amounts through deposit
accounts and in the form of cash and the equivalent of cash, including
cashier's checks, certified checks, and money orders. This tracing
provision would apply to relocation, life insurance, retirement, unem-
ployment, disability, health, social security, and veteran's benefits,
worker's compensation, aid, and proceeds from the sale of or indemmifi-
cation for a dwelling, a motor vehicle, and tools of a trade.98 Con~
slstent with the general burdem on the debtor to claim exe.mptions,99 the

debtor would have the burden of tracing the exempt amount.

Automatic Adjustment of Exempt Dollar Ampounts

Exemptions subject to dollar amount limitations have the virtue of
certalnty and prevent the abuse that arises where specific items are

exempt without value limits. Legislatures have typically been slow to

adjust exemptions in response to changes in the wvalue of the dollar.100

For example, the exemption for an account in a savings and loan associa-

tion101 was set at $1,000 in 1901.102 The dollar was worth approximate-

ly seven times as much in 1901 as it is now,103 yet the amount of the

exemption remains unchanged. The credit union account exemptionloa was

98. The opportunity to trace exempt proceeds from the sale of a dwell-
ing would be limited to six months and from the sale of a motor
vehicle or tools to 90 days.

99, Seg Section 690.5G(1).
100. See Countryman, For a New Exemption Policy in Bankruptcy, 14

Rutgers L. Rev. 678, 683 (1960); Joslin, Debtors' Exemption Laws:
Time for Modernization, 34 Ind. L.J. 355 356 (1959).

101, Section 690.7.

102, 1901 Cal. Stats., Ch. 28, § 1 (then building and loan associa-
tions}.

103 See Bureau of Census, Historical Statistics of the United States,
Table E-183, at 212, (1973) [hereinafter cited as Historical
Statistics]. Bureau of Census, Statistical Abstract of the United
States: 1976, Table No, 708, at 439 [hereinafter cited as Statis-
tical Abstract].

104. Fin. Code § 15406.
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raised to $1,500 in 1939 when the dollar was worth approximately four

times as much.loﬁ The life insurance exemptionlo? was set at the
amount of benefits represented by a $500 annual premium in 1868108 when
the dollar was worth approximately six times what it is today.m9 Less

dramatic but still significant disparities have occurred in exemptions

such as the motor vehicle exemption which has been frequently amended
since its original enactment in 1935.110 The protection of a motor
vehicle in which the debtor has no more than $500 equity, established in
1972, has been significantly eroded because by 1976 the average price of

new cars had risen over 20% and the average price of used cars had risen

111

over 40 percent.
The proposed law provides for the automatic adjustment of the

dollar amount of exemptions based upon changes in the consumer price
index.]'12 The change would be made at two-year intervals if the in-

crease or decrease in the consumer price index over that time was at

105, 1%39 Cal. Stats., Ch. 965, § 2.

106. See Historical Statistics, supra note 103, Table E-135, at 210;
Statistical Abstract, supra note 103, Table No. 708, at 439.

107. Section 690.9.
108. 1868 Cal. Stats., Ch. 404, § 1.

109. Historical Statistics, supra note 103, Table E-183, at 212; Sta-
tistical Abstract, supra note 103, Table No. 708, at 439.

110. 1935 Cal. Stats., Ch. 723, § 24. The motor vehicle exemption at
first protected a vehicle valued at $100, regardless of the extent
of the debtor's equity. This limit was raised to $250 in 1949 and
to $350 in 1959. 1In 1967 the debtor's equity was protected in the
amount of $350 so long as the wehicle was not worth more than
$1,000. The equity exemption was raised to $500 in 1972 and in
1976 the value limitation was repealed. See 1949 Cal. Stats., Ch.
628, § 1; 1959 Cal. Stats., Ch. 1474, § 1; 1967 Cal. Stats., Ch.
1241, § 1; 1972 Cal. Stats., Ch. 744, § 1; 1976 Cal. Stats., Ch.
1210, § 2.

111. Statistical Abstract, supra note 103, Table No. 709, at 440.

112. Cost of living adjustment provisions are contained in the Uniform
Consumer Credit Code § 1.106 {1974 version) and the Uniform Exemp-
tions Act § 2 {1976) and in several Californla statutes. See Govt.
Code § 9360.9 (legislative retirement system), 2122i(e) (public
employees' retirement benefits), 31870 (county employees' retire-
ment benefits), 82001 (campaign spending limits); Welf. & Inst.
Code §§ 11453 (AFDC payments), 12201{(1) (aged, blind, and disabled
payments).
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least 10 percent of the index on the operative date of the proposed
1aw.113 The Judicial Council would be given the responsibility of
calculating the change and adopting a rule announcing the change. The
revised amount would apply to any claims made when the change 18 in
effect. This has the effect of measuring the amount of the exemption
from the time it is claimed rather than from the time the exemption was

enacted.

Procedure for Claiming Exemptions After Levy

Existing law provides a detalled procedure through which exemptions
may be claimed and determined.l14 The debtor or the debtor's agent may,
within 10 days after property has been levied upon, claim an exemption
by filing an affidavit with the levying officer; otherwise the exemption
is waived and the property will be applied toward the satisfaction of
the judgme.nt.115 If the debtor files an affidavit, the levying officer
immediately serves it on the judgment creditor along with a notice that
the property will be released unless the creditor files a counteraffida-
vit with the levying officer within five days after the debtor's affida-
vit is served. The crediteor is zlso required to serve a copy of this
counteraffidavit on Vthe debtor and file proof of service with the levy-
ing officer. Once the counteraffidavit is filed, either party is per-
mitted to make a motion for an order determining the exemption claim
within five days after the filing of the counteraffidavit. The hearing
is required to be held within 15 days after the motlon 1is made unless a

113. For examples of the operation of the proposed section, see the
Comment to proposed Section 707.200 infra.

114. Sectlon 690.50; see generally 5 B. Witkin, California Procedure
Enforcement of Judgment §§ 88-92 (2d ed. 1971 & Supp. 1977).
Special procedures are provided for determining certain exemptions.
See Sections 690.30 (deposit account into which social securlty
benefits directly deposited}, 690.31 (dwelling exemption).

115. Section 690(a). Some exemptions are not subject to walver. See,
e.g., Section 690.6(b) (portion of earnings not subject to garnish~
ment), 690.15 (worker's compensation benefits prior to payment),
690.19 {aid under public assistance program prior to payment),

Smith v. Rhea, 72 Cal. App.3d 361, 370-72, Cal. Rptr. s
(1977) {exempt portion of proceeds from execution sale of motor
vehicle).
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continuance 1s granted. The moving party must give at least five days'
notice of the hearing to the other party and to the levying officer. If
no motion 18 made within five days after the counteraffidavit is filed
or 1f the levylng officer is not served with notice of the hearing
within 10 days after such filing, the property 1s required to be re~
leased to the debtor. At the hearing the debtor has the burden of
procf, The affidavit and counteraffidavit are filed with the court by
the levying officer and constitute the pleadings of the parties, subject
to the power of the court to permit amendments, The court may alsc
permlit the production of other evidence. At the conclusion of the
hearing, the court determines the exemption and makes any necessary
orders for the dispbsition of the property.

The proposed law would make several changes in this ptocedure.u6
Since the debtor may not recelve notice of levy for some time after levy
has occured,117 the 10-day period within which the claim of exemption
must be filed with the levylng officer runs from the date notice of levy
is mailed or delivered to the judgment debtor. The five-day period fer
filing the counteraffidavit should be increased to 10 days, but this
period should not be extended where the claim of exemption 1Is served on
the creditor by mail.118 As a condition of claiming an exemption for a
motor vehicle, heirlooms, works of art, jewelry, or tools of a trade,
the debtor should be required to describe other property of the sanme
type for which an exemption is not claimed. Similarly, where the
debtor claims an exemption for deposit accounts and money or for the
loan value of an insurance'policy, the debtor should describe all other
such funds. This will enable the creditor to obtain informaticn regard-
ing other property of the debtor and will help achieve the policy of the

exemptions laws to protect only a limited amount of the debtor's property.

116. For minor and technical revisions, see the Comments to the sections
in the propesed law, infra, and to the repealed sections in the
Appendix, infra.

117. Notice of levy is required to be given the judgment debtor promptly
after levy, BSee Section 688(b) (incorporating the levy provisions
in the Attachment Law, Sections 488,310-488,430).

118. See Section 1013 (general provision for extension of time where
notice served by mail).
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The right of the judgment debtor to move for a hearing on the
exemption claim should be eliminated as unnecessary. Under the proposed
law, 1f the creditor does not file the notice of opposition with the
levying officer and file notice of motion within the 10-day period after
service of the claim of exemption, the property will be released and the
creditor will be precluded from levying on it again absent a showing of
changed circumstances. Accordingly, the debtor has nothing to gain by
moving for a hearing on the exemption claim. The 15-day period after
the motion is filed, during which the hearing is required to be com-
menced, should be increased to 20 days so that the debtor may be given

10 days’ rather than five days' notice of the hearing.l19

119. This period should not be subject to the extension of tims eswvided
by Section 1013.
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10/17/78 16/974
STAFF DRAFT

CHAPTER 7. PROPERTY SUBJECT TO ENFORCEMENT OF
MONEY JUDGMENTS AND EXEMPTIONS

Article 1. General Provisions

$§ 707.110. Claimant -
707.110. As used in this chapter, "claimant” includes both of the

following:

(a) An individual judgment debtor.

(b) A person authorized to exercise the rights of the judgment
debtor.

Comment. Sectlon 707.110 specifies the persons who are entitled to
claim exemptions on behalf of the judgment debtor. Under former Section
690.50(a), only the judgment debtor and the agent of the judgment debtor
were expressly authorized to claim an exemption. Subdivision (b) per-
nits agents, guardians, conservators, and persons holding a power of
attorney to claim exemptions.

4265
§ 707.120. Property subject to enforcement of money judgment

707.120. (a) Except as provided in Section 707,130, the following
property 1s subject to enforcement of a money judgment:

(1) All the property of the judgment debtor.

(2) If the judgment debtor is married:

(i) The separate property of the judgment debtor.

{11) The community property, to the extent provided in the com-
munity property laws.

(111) The separate property of the spouse of the judgment debtor,
to the extent provided in Sections 5121 and 5132 of the Civil Code.

{b) Subject to Section 702.320, property described in subdivision
(a) remains subject to enforcement of a money judgment notwithstanding
transfer or other dispesition if the property is subject to an attach-
ment lien, judgment lien, execution lien, or other lien in favor of the
judgment creditor arising in the action or from enforcement of the

judgment.

Comment. Subdivision (a)(l) of Section 707.120 supersedes a por-
tion of subdiviaion (a) of former Section 688, The reference in former
law to "any interest" in property and the enumeration of certain types
of property {"goods, chattels, moneys or other property") are deleted;
the deletion 1s not intended to limit in any way the scope of property

-1-



§ 707.120

subject to the enforcement of a money judgment. Generally, property
interests that are assignable may, by some procedure, be reached to
satlsfy a money judgment. See Murphy v. Allstate Ins. Co., 17 Cal.3d
937, 945-46, 553 P.2d 584, 589-90, 132 Cal. BRptr. 424, 429-30 (1976).
See also 1 A. Freeman, Law of Executions §§ 110, 112, 159, 162 {3d ed.
1900); 2 id. §§ 172, 177; 3 id. § 425. Except to the extent provided in
Article 6 (commencing with Section 705.610) of Chapter 5 (order of as-
signment of right to future payments), a debt which is uncertain or con-
tingent in the sense that it may never become due and payable may not be
reached. See Javorek v. Superior Court, 17 Cgl.3d 629, 640, 552 P.2d
728, 737, 131 Cal. Rptr. 768, 777 (1976); Dawson v. Bank of America, 100
Cal. App.2d 305, 309, 223 P.2d 280, 283 (1950); Clecak v. Dunn, 95 Cal.
App. 537, 540, 272 P. 1104, 1105 (1928).

Paragraph (2) of subdivision {a) incorporates the apecial rules
governing the liability of a married person's property to the satisfac-
tion of a judgment provided in the community property laws. See Civil
Code §§ 5116, 5120, 5121, 5122, 5123, 5131, 5132, Where & spouse's
separate property is sought to be applied to the debt of the other
spouse incurred for necessaries pursuant to the liabllity provided in
Civil Code Sections 5121 and 5132, the spouse whose separate property is
sought to be reached must be made a party to the action for the purpose
of obtaining a limited personal judgment. Credit Bureau of Santa Monica
Bay Dist., Inc. v. Terranova, 15 Cal. App.3d 854, 860, 93 Cal. Rptr.
538, 542 (1971). However, if property has been levied upon, the spouse
who 18 not a judgment debtor may claim that the property may not be
applied to the satisfaction of the judgment because it is the spouse's
separate property. This claim may be made by way of the third-parcy
claims procedure in Chapter 6 (commencing with Section 706.110).
Sherwood v. Cornfield, 216 Cal. App.2d 364, 369, 31 Cal, Rptr. 264, 267-
68 (1963); Adler v. Blair, 169 Cal. App.2d 92, _ , 336 P.2d 97%, __
{1959). This procedure is distinct from the procedure under this chap-
ter for claiming an exemption.

Subdivision (b) continues former law. See the lgst pertion of sub-
division 1 of former Section 682 (real property subject to judgment
lien); Riley v. Nance, 97 Cal. 203, 31 P. 1126 (1893) (property subject
to attachment lien when owned by eventual judgment debtor); Puissegur v.
Yarbrough, 29 Cal.2d 409, 412-13, 175 P.24 830, 832 (1946) (property
subject to execution lien when owned by judgment debtor); Nordstrom v.
Corona City Water Co., 155 Cal. 206, 212-13, 100 P. 242, 245 (1909)
(judgment in supplementary proceedings or creditor's suilt relates back
te time of garnishment of debt by service of writ of execution); Can-
field v. Security-First Nat'l Bank, 13 Cal.2d 1, 29-30, 87 P.2d 830, 844
{(1939) {(creditor's sult creates equitable lien on property sought to be
reached from time of service of process). For provisions concerning the
creation of liens, see Sections 488.500, 488.510 (attachment lien),
486.110 (temporary protective order in attachment}, 674 (judgment lien),
703,200 {execution lien), 704. _ (lien of earnings withholding order),
705.120 (lien of order for examination of judgment debtor), 705.130
(lien of order for examination of judgment debtor’s debtor), 705.250
{lien of creditor's suit), 705.340 (receiver's lien), 705.420 (lien of
charging order), 705.510 (lien on cause of action and nonfinal judg-
ment), 705.620 (lien of assignment order), 705.780 (lien on money owed
judgment debtor as creditor of public entity). See also Section 702.310
(relation back of liens). The introductory clause of subdivision (b)
recognizes that a lien may not follow property when it is transferred to
a bona Fide purchaser. See Section 702.320 and the Comment thereto.
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968/ 606
§ 707,130, Property mot subject to enforcement of a money judgment

707.130, Property that is not subject to enforcement of a money
judgment pursuant to Article 3 {commencing with Section 707.510) or
pursuvant to any other law may not in any manner be applied toward the

satisfaction of a money judgment.

Comment. Section 707.130 supersedes former Section 690(b) which
provided that property for which a claim of exemption was not required
to be filed was not subject to levy of attachment or execution in any
manner. The category of property exempt without filing a claim of
exemption is not continued in this title since it does not differ from
property which 1s not subject to enforcement of a money judgment.
Property which has been determined to be exempt by a court or which is
exenpt because the judgment creditor has failed to oppose a claim of
exemption may not be applied toward the satisfaction of the judgment
without a showing of changed circumstances under Sectlon 707.190 just as
is the case with property which is not subject to enforcement of a money
judgment, However, if a timely claim of exemption is not made, as a
general rule, property described as exempt may be reached. 5See Section
707.150. '

Section 707.130 also recognizes that the description of property
which 1s not subject to the enforcement of a money judgment in Article
3 ia not comprehensive. For example, property in custodia legis is not
subject to execution under certain circumstances, See, e.g., Robbins v.
Bueno, 262 Cal. App.2d 79, 68 Cal. Rptr. 347 (1968); North v. Evans, 1
Cal. App.2d 64, 36 P.2d 133 (1934); Hawi ML1l1l & Plantatiom Co. v.
Leland, 56 Cal. App. 224, 205 P, 485 (1922); 5 B. Witkin, California
Procedure Enforcement of Judgment §§ 21-23, at 3402-04 (2d ed., 1971). &
trademark may only be reached in connection with the businees in which
it is used. See Ward-Chander Bldg. Co. v. Caldwell, 8 Cal. App.2d 375,
378-79, 47 P.2d 758, __ (1935). The portion of a cemetery containing
human remains is not subject to enforcement of a money judgment. See
Peebler v. Danziger, 104 Cal. App.2d 491, _ , 231 P.2d 895, ___ (1951).
Cther statutes designate certain property as not subject to enforcement
of a money judgment. See, e.g., Civil Code § 765 (estates at will);
Educ. Code § 21116 (educational endowment funds); Health & Saf. Cede
§§ 7925 (money from purchase of unused cemetery lands), 32508 (hospital
endowment funds); Labor Code §§ 270.5 (property held in trust by logging
enployer, except on claim by employee), 270.6 (property held in trust by
employer of certain salespersons, except on claim by employee). Federal
law also precludes the application of certain types of property to the
satisfaction of a money judgment. See, e.g., 22 U.S5.C. § 1104 ()
(foreign service retirement); 33 U.S.C. (___) (longshoreman
retirement); 42 U.S.C. § 407 {__) (socisal security); 45 U.S.C. § 2281
} (railroad retirement).

__

4435

§ 707.140. Applicabllity of exemptions .
707.140. (a) Except as otherwise provided by statute, property
that is exempt pursuant to this chapter is exempt from all procedures

for the enforcement of a money judgment.

-3-
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{b) Exemptions do not apply where the judgment to be enforced is
for the purchase price of the property or is for the foreclosure of a
mortgage or other llen on the property other than a lien created pur-
suant to this title.

Comment, Subdivision {a) of Section 707. 140 makes clear that the
exemptions provided by this chapter apply regardless of the procedure
selected for the enforcement of a wmoney judgment. This provision super-
sedes subdivision (a} of former Section 690. However, certain exemp-
‘tions do not apply where a judgment for child or spousal support is
being enforced (see Section 707.170) or a property tax is being col-
lected (see Section 707.210(d)).

Subdivision (b) continues the substance of former Section 69%0.52
and the last sentence of former Section 690.28.

28766

§ 707.150. Waiver of exemptions
707.150. Except as provided in Section 473, an exemption is waived

unless it is claimed within the time provided and pursuant to the appli-~

cable procedure.

Comment. Section 707.150 continues the principle of subdivision
{(a) of former Section 690 but is broader in its application since it is
not limited te exemptions provided in this chapter. Former law also re-
ferred to exemptions "from execution'" whereas this section makes clear
that exemptions apply in all proceedings for the enforcement of a money
judgment. See Section 707.140(a). Where property is levied upon by a
levying officer, the applicable procedure for claiming an exemption 1is
that provided in Article 2 {commencing with Section 707.310) of this
chapter. This procedure is also incorporated in other instances: e.g.,
where property is attached under an ex parte writ of attachment (see
Section 485.610) or where a warrant or notice of lewy for the collection
of taxes is treated as a writ of execution {(see Section 707.210). 1If
the property is sought to be reached by some process other than a levy
under a writ, such as an order in examination proceedings {see Sections
705.110-705.190) or an assignment order {(see Sections 705.610-705.630),
the procedures for claiming exemptions provided by this chapter do not
apply. In these situations, a court hearing is required and exemption
claims will be determined at such time or later upon noticed motion.
See, e.g., Sections 705.160(c) (determination of exemption claim in
examination proceedings).

The introductory clause recognizes the power of the court under
Section 473 to relieve the claimant from the consequences of fallure to
timely file a claim of exemption through mistake, inadvertance, sur-
prise, or excusable neglect.

29214

§ 707.160, Exemption rights of married persons
Note. The drafting of this section awaits the completion of a

consultant's study.



§ 707.170

_ 4443
§ 707.170. Exemptions inapplicable against support judgment

707.170. (a) The exemptions provided by this chapter do not apply
where the judgment being enforced is for child or spousal support.

{b) Where property for which an exemption is provided by this
chapter is sought to be applied toward the satisfaction of a judgment
for child or spousal support, the court shall, upon motion of an inter-
ested party, make an equitable division of the property that takes into

-account the needs of all the persons the judgment debtor is required by
law to support. The court shall effectuate the equitable division by an
order determining the amount of the property to be applied toward the
satisfaction of the judgment.

{c) The person making the motilon shall notify the levying officer
of the motion and the levying officer shall not dispose of the property
untll receipt of the court order for application of the property.

Comment. Subdivision (a) of Section 707.170 provides a general ex-
ception to the application of the exemptions provided by Sections
707.510-707.680. Former Section 690.18 provided such an exception
applicable to the exemption of pensions, annulties, and retirement,
disability, death, or other benefits, from a public entity or under a
private plan.

Subdivision (b} codifies and makes generally applicable the case
law concerning the equitable division of earnings levied upon to enforce
a support judgment. See Rankins v. Rankina, 52 Cal. App.2d 231, 234-35,
126 P.24 125, (1942},

Subdivision {c) requires notice of the motion to be given the

levying officer in order to preserve the status quo until the court
nakea its order.

32/236

§ 707.180. Tracing exempt funds

707.180, {a) A fun& for which an exemption may be claimed remains
exempt to the extent that it may be traced through deposit accounts and
in the form of cash and the equivalent of cash.

(b) The claimant has the burden of tracing an exempt fund.

{c) The tracing of exempt funds in deposit accounts shall be
accomplished by application of the lowest intermediate balance principle
unless the judgment debtor or the judgment creditor shows that some
other method of tracing would be more appropriate under the circum-
stances of the case.

Comment, Section 707.180 provides the general rule concerning the

duration of an exemption for payments to the judgment debtor through

5
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§ 7072.190." Lnss of exqution frnm chaqgﬁﬁin circumstances

§ 707.190

deposit accounts and in the form of cash and its equivalents, including
cashier's checks, certified checks, and money orders. Subdivision (a).
1s consistent with decisions under prior law. See, e.g., Kruger v.

- Wells Fargo Bank, 11 Cal.3d 352, 367, 521 P.2d 441 s 113 Cal. Rptr.

449, (1974) (unemployment benefits in cheeking actount) Holmes v.

'Harshall 145 Ccal. 777, 782-83,.79 P, 534, {1905} {life insurance

benefits deposited in bank account) BowRan V. v. Wilkinsor, 153 Cal,
App.2d 391, 395-96, 314 P.2d 5374,  (1957) (life insurance check
converted to cashier s check and deposited in attormey's trust aecount)
See also formei Sections 690,18(a) (pension benefits exempt in debtor's
possession and when deposited) 690,30 (direct deposit of social securi-

ty payments); Philpatt v. Essex County Welfare Bd., 409 ©.5. 413, 416-17

(1973) (dissbility benefits in bank account); Porter v.. Aetna Cas. &
Sur. Co., 370 U.S._ISQ, 162 (1962) (veterans' benefits in savings and -
loan aceoynt). . This section applies to any fund which {s exempt as
provided in this chapter. See Séctiona [707.510 (proceeds from home~
stead),] 707.530 (proceeds from motor vehicle), 707.570 (proceeds from
tools of trade), 707.580 (deposit accounts and momey), 707.5%0 (depoeit'
account into which Socisl Security benefits are paid), 707.600 (life
insurance benefits) - 707.610 (retirement bemefits), 707.620 (uneﬁploy— '
ment henefits), 707. 630 (disahility and health henefits), 707.640 (dam~

‘ages for personal injury) 707.650 (damages for wrangful death), 707.660

(worker 8 cumpenaation),_?ﬂ? 670 {aid), and 707.680 (relocation bene-
fits). Proceeds from a dwelling, motor vehicle, or tocls may be traced

- only during the ‘applicable period. See Secticns {707.510 {aix mﬂntha.in

case of dwelling) } 707.533¢ (90 days in case. of mntor vehicle), and
707.570 (90 days in case of teols). -

- Subdivision (b) states the rule under fermer law cqneernins the
burden of tracing exempt funds. ~This is consistent with the general

- burden on: the claigant in exemption prnceedinge" See Section 707.380(b).

Subdivision {c) preseribeu the general yulé for tracing exempt. .
funds in deposit accounts. Tiider the lowest intermediate balance rule,
the exempt fund may not exceed the lowest balance: uccurring at any time

between the déposit of the exempt amount of toney and the time of levy,

NeW'depoaits do not replenish the original exempt fnnﬂ aithough the new

) deposits nay thamaelves be exem{!t." |

1001913

10?7190._ 1f the judgment creditor has failed ro oppose a claim of
e:emption within the time allowed by Seetion 707 340 or if property has
been determined to be exempt purSuant to a cOurtrarder, the judgment
creditor ney not levy ugnn or etherwise eeek to apply the property '
toward the aatiefacriun of the same money jud;ment unless the judgment
creditor shows, upon noticed. motion, that a change in cireumstencee ’
occurring after the property was. determined to be exempt or after the
time for opposing a claim of exemption had expired renders the property

~ not exem?t in whole or in part

o, 1074190 1s,new<- A court. order determining.
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§ 707.200

968/995
§ 707.200. Adjustments of dollar amounts of exemptions

707.200. {a) Except as provided in subdivision (e), as used in
this aection'

(1) "Index" means an index stated as the average of the Consumer

,Price,Index (all 1teme, 196? equals 100) for the Los Angeles—Leng Seach7

area and for the San Frencisco-ﬂakland area compiled by the Bureeu of

Labar Statietica of the United States Department of Lebor.‘_' _ '
(2) "Reiexenee Baee Iude 'meane the Iudex far June Ii?&ﬂ-—lune of

the even—nunbered year imnediately preceding the operative éate of thia

,section}

(b) The dollar annunts uf the exem@tinns-previded in this chapter
change as provided in this Bectinn to. eorreepend to changes in the cost

‘of living as reflected in ehanges ‘in the ‘Index; . The dollaf amounts of -

the exelptions change on Jenua:y 1 uf eaeh oéﬂ-nunbereﬂ yeer if the-
difference between the Index—far the preeeding June and the Beference
Base Index is not less then 10; percent of the.neference Baae Index.-

_ (c) The' dollar amnunta of exenptione previded 1n this chapter
change by a. percentage which isrthe higheet uultiple of 10 percent. not
exeeeding the differeﬂce computed pursuant to subﬂiviaion tb) between
the Index for the preceding June and the Reference Bage Indez,;

(d) The: Judicial Gouncil shall compute the chenges in éollar an-unts

~[and adopt a tule announcing the changes befere Becenber T innediately

preceding the day on which the change occure. A change in ‘the amount of' 

_exemptions applies to clains of exemption made on or after the day on
'-“which the change occurs. S - ' :

. {e) 1If the Index 1is revised to change ita base year, a revised

~Refereuqe Base Index shall be detetmined by, nultiplying the Reference

Base: Index by the rebaeing factor furnished by the Bureau of Labor g

,'Statistice of: the United Stetee neyartment of Labor. I the Index is

otherwiee revised the percentage of change<shall be eeleulated on the

. basls of the revised ‘Index. . 1f the. Index is superseded, the. change in
the cost of living shall ‘be calculated on the baail of an 1ndex repre-
 gented by the Buteau.of Labor Statietics as most accurately reflecting

‘changes in the purchesing power of the - dollar for cansumers.,

Comment. Section 707.200 is new to the laws relating to exemptions

| 2 dgments. . It is derived in part from other
£ n_enf Tcement of mon ju gpe LS e ot Pticerlndex
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Code §§ 9360,9 (legislative retirement system), 21221(c) (public employ-
ees' retirement benefits), 31870 (county employees’ retirement bene-
fits), 82001 (campaign spending limits); Welf. & Inst. Code §§ 11453
{AFDC payments), 12201(1) (aged, blind, snd disabled payments). Section
707,200 is also based on provisions in some uniform laws, See Uniform

‘Consumer Credit Code § 1. 106 (1974 version); Uniform Exemptions Act § 2
- (1976),  See also [1l U.S.C. § 104 (Supp. __ 197) (adjustments of

dollar amounts under Bankruptcy Act ‘determined by Judicial Conference

~ based on change in cgst of living)].

Under Section 707.200, the dollar amounts nf e:enptiona provided in .
this chapter automatically change on January 1 of gach odd*numbered year

~ if the change in the Index (as defined in subdivision (a)(1)). is great

enough. This change in the Index is figured in June .of even<numbered
years. See subdivisions (a)(2), (b). The Judieial Council Is given the
responsibility of deteymining whether the requisite change in the Index
has occurred and the amount of the change in the dollar amount: of each
of the exenptions provided by this chapter. See subdivision (d).

It should be noted that this section does not apply to exemptions
not provided by this chapter. Subdivision (b). Hence, the exemption of
earnings frum.garniehnent pursuant to- Chapter 4 (Sections 704.110~-
704.__ ) 1is not changed in the menner stated here. Similarly, exemp-
tions provided in this chapter which depend oa Chapter 4 for a déter-
mination of the exempt awount are not gavetned by this section.

~ The following examples illustrate the operation of this. section in
the case of the exemption of deposit accounts pravided by Section
7107.580:

(1) Assune that the Reference Base Index (whieh pursuant to aub-
division (a)(2), is the Index for June 1980) is 190. If the Index for
June 1982 is 205, the change from the Reference Base Index is approxi-
mately eight percent. Since the change is less than 10 percent, no
change in dollar amounts of exemptions occurs, . MNote that the calcula-

_tion 1s made on the basis of a percentage change in the Indez, mot on

the basis of a change in Index points. .
(2) 1f the Index for June of 1984 is 222 the change from the

_Reference Base Index of 190 4s approximately 1? percent so a change in

the amount of ‘the exempticn ogccurs, . Thé portion in éxcess of 10 per-
cent, however, ie disregarded pursuant to subdivision (c). Ten percent
of $2,000 is $200 ad the deposit account exemption 1is $2, 200 beginning
on January 1, 1985.

o (N If the Index for June of 1986 is 226, the change from the
Reference Base Index of 190 is" approximately: 19 ‘percent. The portion in
excess of 10 percent is disregarded, indicating a 10-percent change in

" the dollar amount of exemptions. However, no change in exemption

amounts occurs because the change was’ already nade 1n the previoae

adjustment. -
(4) If the Index for June of 1988 is 234, the change from the

Beference Base Index of 190 1is ap roximately 23 percent so a change
‘should océur. The portion of 23 gercent in“excess of ‘a miltiple of 10

- hange in
percent (here three percent) is disregarded so a 20-percent ¢
the exemption is indicated. Twenty percent of 92, 000 1is $400 so the

_ deposit account exemption is $2,400 beginning on January 1, 1989,

(5) If the Index for June of 1990 19 220, the change from the
Reference Base Index of 190.is approximately 16 percent. Note that a
decline in the Index from 1988 to 1990 indicates an increase 1ndthe oo
purchasing power of the dollar although i1t is still an overall decre

since the Reference Base Index of 190 in 1980. The portion 1n excess of
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§ 707.210

10 percent is disregarded so a 10-percent change is indicated in the
dollzr amount of the exemption as stated in Section 707.580. Ten per-

‘cent of $2,000 is $200 so the deposit account of exemption is $2,200

beginning on January 1, 1991, _ _
{6) If the Bureau of Labor Statistics revises the Index in 1990 by

changing the components of the Consumer Price Index, the revised Index

should be used as provided in subdivision (e). If a new base period ie

_selected, such as 1990 equals 100, the Reference Base Index will have to

be revised when the determination of the changes is made in 1992. 'In
this hypothetical case, the rebasing factor would be approximately .
0.455. The revised Reference Base Index is 86.4 (190 times 0.455). If

~ the Index for June of 1992 is 112 (1990 equals 100), the change from the
* reviesed Reference Base Index is approximately 31 .pereént. A 30-percent

change in the amount of the exemption provided by statute is indicated

so the deposit account exemption ié;$2,600.beginn1qgjbd-Jgnuﬁry.1, 1993,

b4s6

©707.210.. (a) Except as. othefwise provided in this section, the
pfovisiohs-bf.thié_chépﬁérlaﬁﬁiyfﬁﬁé:e:d:ﬁhi liabiiity iafh§ﬁght to be
collected pursuant  to the;REvenpaaané'Thiiiioﬂ dbdéig;:gﬁafbnémr;pyﬁent
Insurance Code. ¥For the purpose of thié'éectibn, “judgﬁént.cteditér"
means the public entity which seeks to collect the tax, and ?judgment

- debtor" means the tax debtor.

(b) Claims of exemption ghall be‘heard and determined in the sup-
erlor court of the couﬁty where'the,prope:ty,1a‘locéted as 1f the o
property were levied upon under a writ of execution isgued from such

court. . - : o
 (c) If a levy is not made by a levying officer, the claim of

* exemption shall be filed with thé public entity within 10 days after the

judgment debtor 1grnotified'o£ the levy, withhulding,_dx_éeizu;e.'
_ (d) If the tax liability arises from assessment of property tax, am
exemption may not be claimed for the property subject to. the tax.

. Comment.  Section 707.210 supersedés former Sectfom 690.51, which
applied the exemptions from execution to certain procedures for the _
colléction. of séveral state taxes. Section ?Q?};;Qingkg§¥§11 ;ax}col- -
lections by the atate or by locdl public entities subject to the sub-

‘stantive aﬁdiproceduralipruvisiaas-bffthis.chﬂﬁte;'ﬁxgepﬁﬂaﬁfprovided in

subdivision (d). - This provision changes the gemeral rule wader forser

~ law that the exemption laws did not apply. to the collection of tax

liabilities except where specifically provided otherwise, as in former
Section 690.50, or where a homestead had been declared prior to the
attachment of a tax lien having the effect of a judgment lien. See
Curtis v. County of Kern, 37 Cal. App.3d 704, 706, 113 Cal. Rptr. 41,
(1974); Greene v. Franchise Tax Bd., 27 Cal. App.3d 38, 103 Cal. Rptr.
483 (1972); Morrison v. Barham, 184 Cal. App.Zd 267, 272, 7 Cal. Bptr.
442, _ (19%0). _ _ _ ' o

L) .
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Subdivision (b) continues the substance of the second sentence of
former Section 690.51.

Subdivision (c) is a general provision which codifies the practice
developed under Unemployment Insurance Code Section 1755.

Subdivision (d) is new.

160/902
Article 2. Procedure for Claiming Exemptions After Levy

§ 707.310, _ApplicableAprocédure for'claimiﬁg,exemptinns

707.310. Except as otherwise provided by statute, where property
has been levied upon by a ievying officer, the property may be claimed
to be exempt as provided in this article. ‘

Comment . Section 707.310 indicates the scope of the application of
the exemption procedure provided in this article. As noted in the
introductory clause, special exemption procedures apply in certain cases
where property has been levied upon.. See, e.g., Sections 704. __ (gar-
nished earnings), [704.510 (dwellings),] 707,590 (deposit accounts con-
sisting of Social Security benefits), This continues the introductory
portion of former Section 690.50(a). :

16/973
§ 707.320. Claim of exemption
707.320. (a) The claimant shall, within 10 days aftér the date the

notice of levy was malled or delivered to the judgment debtor, file with

the levying officer a elaim of exemption, together with a copy thereof.

(b) The claim of exemption shall be.éxecuted_under oath and shall
include all of the following:

(1) The name of the claimant ard the address where service by maill
may be made upon the claimaﬁt of a notice of opposition to the claim bf ‘
exemption.

(2) The name and address of the judgment débtor if the claimant is
not the judgment debtor. ‘ - .

(3) A description of the property which is claimed to be exempt.

If an exemption is claimed pursuant to Section 707.530, 707.550, or
707.570, the cléimant shall describe all oﬁhet'propefty of the same type
and state which itemé are claimed as exempt. If an exemption is claimed
pursuant to Section 707.580 or subdivision (b) of Section 707.600, the

claimant shall state the nature and amount of all other funds of the

‘game type.
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(4) A statement of all sources and amounts of income of the judg-
ment debtor and of the judgment debtor's spouse and dependents, if the
property is claimed as exempt pursuant to a provision exempting property
to the extent it is necessary for the support of the judgment debtor and
the spouse and dependents of the judgment debtor.

(5) A citation of the provision of this chapter or other law upon
which the claim is based.

(6) A statement of the facts necessary to support the claim.

(7) Points and authorities supporting any legal issues raised.
Comment. Section 707.320 supersedes subdivision (a) of former
Section 690.50. The form of the claim of exemption is prescribed by the
Judicial Council pursuant to Section 702.160, See alsoc Section 707.110

("claimant" defined).
16/972
§ 707.330. Notice of claim of exemption

707.330. Upon the filing of the claim of exemption, the levying
officer shall promptly mail to the judgment creditor both of the fol-
lowing:

(a) A copy of the claim of exemption.

{(b) A notice of claim of exemption which states that the claim of
exemption has been filed and that the levying officer will release the
property unless a notice of opposition to the claim of exemption is
filed with the levying officer by the judgment creditor within 10 days
after the date of the mailing of the notice of claim of exemption.

Comment. Section 707.330 supersedes subdivision (b) of former
Section 590.50. The five-day period provided by former law for giving
the notice of opposition has been increased to 10. See Section 702.510
(personal delivery permitted). The form of the notice of claim of
exemption is prescribed by the Judicial Council pursuant to Section
702.160. '

968/708

§ 707.340. Opposition to exemption claim

707.340, Within 10 days after the date of the mailing of the
notice of claim of exemption, & judgment creditor who opposes the claim
of exemption shall file with the levying officer a notice of opposition
to the claim of exemption and file with the court a notice of motion for

an order determining the claim of exemption.

Comment. Section 707.340 supersedes portions of subdivisions (c)
and (e) of former Section 690.50. Section 707,340, unlike former law,

-11-
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does not provide the claimant with the right to request a hearing on the
claim of exemption since, if the judgment creditor does not file a
notice of opposition and file a notice of motion for an order determin-
ing the claim of exemption within the time provided, the property is
released pursuant to Sectlon 707.370, making a hearing unnecessary.
Consequently, the delay between the filing of the counteraffidavit and
the notice of motion provided by subdivision (e} of former Section
6$90.50 has been eliminated,

The 10-day period for filing the notice of opposition and notice of
motion runs from the date of mailing the notice of claim of exemptionm.
This specific provision is intended to take precedence over the general
provisions of Section 1013 (extra time to act after mail service). Cf.
Labarthe v. McRae, 35 Cal. App.2d 734, 97 P.2d 251 (1939) (provision for
running of time for notice of Intention to move for new trial from
recelpt of notice of entry of judgment controls over Section 1013).

16/971
§ 707.350. <Contents of notice of opposition
707.350. The notice of opposition to the claim of exemption shall

be executed under oath and shall include all of the following:

{(a) The name and address of the judgment creditor.

(b) The date of malling of the notice of claim of exemption.

{¢c) An allegation that the property is not exempt within the mean-
ing of the provision of this chapter or other law relied upon or that
the value of the judgment debtor's interest in the property claimed to
be exempt, exclusive of liens and encumbrances superior to the judgment
creditor's lien, 1s in excess of the amount stated in the applicable
provision.

{(d) A statement of the facts necessary to support the allegation.

{e) Points and authorities supportimg any legal issues raised.

Comment. Section 707.350 supersedes a portion of subdivision (c¢)

of former Section 690.50. The form of the notice of opposition is
prescribed by the Judicial Council pursuant to Section 702,160,

16/970
§ 707.360., Notice of moticn for hcaring
707.360. {a) If the notice of opposition té the claim of exemption
‘and the notice of motion are filed as provided by\Section 707.340, the
hearing on the motion shall be held not later than 20 days from the date

the notice of motion was filed unless continued by the court for good

cause.
{b) Not less than 10 days prior to the hearing, the judgment credi-
tor shall mail notice of the hearing to the levying officer and shall

-]2a
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mall a notice of the hearing and a copy of the notice of opposition to
the claim of exemption to the claimant and to the judgment debtor, if
other than the claimant. Maliing is deemed made when the notice of the
hearing and a copy of the notice of opposition to the claim of exemption
are deposited in the mail, postage prepald, addressed to the person to
whom notice 1is to be mailed at the address stated im the claim of exemp-
tion. The judgment creditor shall file proof of mailing with the court,

(c) After receiving the notice of the hearing and before the date
get for the hearing, the levying cfficer shall file the claim of exemp-
tion and the notice of opposition to the claim of exemption with the
court.

Comment; Section fD?.BBO supersedes portions of subdivisions {(c)
and {e) of former Section 6$90.50. The 10-day period for service of the
notice of hearing 1s not subject to Section 1013. See Welden v. Davis
Auto Exch., 153 Cal. App.2d 515, 521-22, 315 P,2d 33, 37 (1957). See
also Section 707.110 ("claimant” defined).

167969
§ 707.370. Release
707.370. 1f the levying officer does not receive a notice of

opposition to the claim of exemption within the time prescribed by Sec-
tion 707.340 and a notice of the hearing within the time prescribed by
Section 707.360, the levying officer shall immediately release the
ptoperty to the extent it is claimed to be exempt in the manner provided
by Section 703.240.

Comment. Section 707.370 supersedes subdivisions {d)} (release if

no counteraffidavit served) and (f) (release if no motion) of former
Sectlion 690.50.

16/968
§ 707.380. Hearing and order
707.380. {(a) The clailm of exemption and notice of opposition to
the claim of exemption filed with the court comstitute the pleadings,

subject to the power of the court to permit amendments in the interest
of justice. The claim of exemption shall be deemed controverted by the
notice of opposition to the claim of exemption.

(b) At a hearing under this section, the claimant has the burden of
proof.

(c) If the court is not satisfied that sufficient facts are shown
by the claim of exemption, the notice of opposition ta the claim of

-13-



§ 707,390
exemption, or other evidence, the court shall order the hearing con-
tinued for the productlon of other evidence, oral or documentary. Ho
findings are required in a proceeding under this section.

(d) At the conclusion of the hearing, the court by order shall
determine whether or not the property is exempt, in whole or in part.
The determination of whether property is exempt shall be made under the
circumstances existing at the time of the hearing. The order is deter-
minative of the right of the judgment creditor to apply the property
toward the satisfaction of the judgment. Where some, but not all, of
claimed pursuant to Section 707.580 or subdivision (b) of Section
7107.600 have been levied upon, the court shall first apply the exemption
to the funds which have not been levied upon.

(e) The clerk shall immediately transmit a copy of the order to the
levying officer. The levying officer shall release the property in the
manner provided by Section 703.240, or apply the property toward the
satisfaction of the judgment, in compliance with the order.

Conment. Subdivisions {a)-{d) of Section 707,380 continue the
substance of a portion of subdivision (i} of former Section 690.50.

The second sentence of subdivision (d) is mew. This provision ise
intended to reject the holding in California United States Bond & Mort.
Corp. v. Grodzins, 139 Cal. App. 240, 242-43, 34 P.2d 193, ___ (1934)
{(portion of life insurance benefits which exceeded exempt amount when
recelved was earmarked for creditors even though benefits remaining at
time of levy were below exempt amount). It adopts the principle that
the question of exemptions does not arise until the creditor has sought
to apply the debtor's property toward the satisfaction of the judgment.
See Medical Fin. Ass'n v. Rambo, 33 Cal. App.2d Supp. 756, 758-60, 86
P.2d 1539, ___ (1939).

Subdivision (e) continues the substance of the first sentence of
subdivision (j) of former Section 690.50,

See alsc Section 707.110 (“claimant" defined).

101/133

§ 707.390. Extension of time
707.390. 1If the court extends the time allowed for an act to be

done under this article, written notice of the extension shall be given
promptly to the opposing party, unless notice is waived, and to the
levying officer.

Comment. Section 707.390 continues the substance of a portion of
former Section 690.50(1).

-14-
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16/967
§ 707.400. Appeal
707.400. An appeal lies from any order made under this article and

shall be taken in the manner provided for appeals in the court in which

the proceeding takes place.

Comment. Section 707.400 continues the substance of subdivision
(m) of former Section 690.50.

100/909
§ 707.410. Disposition of property during pendency of proceedings

707.410. ({a) The levying officer may not release the property
until the final determination of the claim of exemption. The property
may not be sold prior to the final determination except pursuant to an
order of the court.

{(b) At any time while the exemption proceedings are pending, upon
motion of the judgment creditor or a claimant, or upon its own motion,
the court may (1) order the sale of any perishable property and direct
the disposition of the proceeds of the sale and (2) make such other
orders as may be proper under the circumstances of the case.

{c) An order made under subdivision (b) may be modified or vacated
by the court at any time during the pendency of the exemption proceed-
ings upon such terms as are just.

Comment. Subdivision (a) of Section 707.410 continues the sub-
stance of subdivision (h) and the second sentence of subdivision (j) of
former Section 690.50. It requires, as did former Section 690.50(h),
that the levying officer preserve the status quo by maintailaning the lien
on the property.

Subdivisions (b) and (c¢) continue the substance of subdivision (g)
of former Section 690,50,

See also Section 707.110 ("claimpant"” defined).

15327

Article 3. Exempt Property

§ 707,510. Dwelling
Note., The drafting of this section awaits Commission consideration

of a consultant's study.
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§ 707.520
4457
§ 707.520. Cemetery plot
707.520. (a) As used in this section:
(1) "Cemetery" has the meaning prbvided by Section 7003 of the
Health and Safety Code.
(2) "Family plot” is a plot which satisfies the requirements of
Section 8650 of the Health and Safety Code.
{3) "Plot" has the meaning provided by Section 7022 of the Health
and Safety Code.

(b) A family plot is not subject to the enforcement of a money
judgment.

(¢) Except as provided in subdivision (d), a cemetery plot for one
person is exempt.

{(d) Land held for the purpose of sale or disposition as cemetery
plots or otherwise is not exempt,

(e) Notwithstanding subdivision (b) of Section 707,140, property
dedicated as a cemetery by a cemetery authority is not subject to en-
forcement of a claim on a debt due from an individual owner of a ceme-
tery plot.

Comment. Section 707.520 supersedes portions of former Section
690,24 which provided an exemption for a cemetery lot not exceeding one-
quarter of an acre in size or, Iin the case of a religlous or benevolent
association or corporation, five acres in size. Subdivision (b) recog-
nizes that family plots are inalienable. See Health & Saf. Code § 8650.
Subdivision (¢) exempts a cemetery lot for one person. See also Health
& Saf. Code § 8601 (spouse's vested right of interment). Subdivision
(d) continues the substance of the third paragraph of former Section
690.24. Subdivision {e) continues the substance of the fourth paragraph
of former Section 690.24. The portion of land contaimning graves of

human beings 1is not subject to enforcement of a money judgment. See
Peebler v. Danziger, 104 Cal. App.2d 491, 493, 231 P.2d 895, ___ (1951).

277868

§ 707.530, Motor vehicle; proceeds
707.530. (a) One motor vehicle is exempt if its wvalue does not

exceed one thousand dollars {51,000), exclusive of liens and encum-
brances superior to the judgment creditor's lien. The falr market value
of the motor vehicle may be determined by reference to used car price
guides customarily used by California automobile dealers.

{(b) If the motor vehicle is sold, or if it has bheen lost, damaged,
or destroyed, the proceeds of sale or of insurance or other indemmifi-

cation are exempt in the amount of one thousand dollars ($1,000) for a
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§ 707.540

period of 90 days after the sale, in the case of a voluntary sale, or 90
days after receipt of the proceeds, in all other cases. Notwithstanding
Section 707.150, if the judgment debtor has only one motor vehicle, no

claim of exemption need be made for proceeds of an execution sale of the

motor vehlcle.

Comment. Section 707.530 supersedes subdivisions (a) and (e) of
former Section 690.2. Subdivision (a) of this section increases the
motor vehicle exemption from $500 to $1,000. inder subdivision (a), the
court is permitted to refer to used car price guides, but i1s not re-
quired to do so as under former Section 690.2{a). See alsoc Section
707.200 (adjustments of dollar amounts of exemptions}.

Subdivision (b) provides an exemption for proceeds of sale, or of

insurance or other indemmification, whereas subdivision (e} of former
Section 690.2 exempted "any amount representing the motor vehicle exemp-
tion.” Cf. Houghton v. Lee, 50 Cal. 101, ___ (1875) (exemption of
proceeds from insurance on homesteazd). Subdivision (b) also makes clear
that the 90-day period during which proceeds are exempt runs from the
receipt of the proceeds by the judgment debtor except in the case of a
voluntary szle in which case the period rune from the date of sale.
This principle is derived from the provisions exempting the proceeds
from the sale of a homestead. BSee Civil Code §§ 1257, 1265; Chase w.
Bank of America, 227 Cal. App.2d 259, 263-64, 38 Cal. Rptr. 567,
(1964) .

The second sentence of subdivision (b) makes clear that the exemp-
tion of proceeds from an executlon sale is not waived for failure to
make a timely claim in certain circumstances, See Section 707.150.
Section 703.810 requires distribution of such proceeds to the judgment
debtor before the judgment creditor. See also Section 703.740 (sale
price required to exceed liens, costs, and proceeds exemption).

15329

§ 707.540, Household furnishings, wearing apparel, personal effects
707.540, Household furnishings, appliances, wearing apparel,

provisions, and other personal effects, reasonably necessary for one
household and personally used or procured for use by the judgment debtor
and members of the judgment debtor's household at the judgment debtor's
principal place of residence, are exempt if the judgment debtor's in-
terest, not exceeding five hundred dollars ($500) per item in value,
exclusive of liens and encumbrances superior to the judgment creditor's
lien,

Comment. Section 707.540 supersedes the first sentence of former
Sectien 690.1 which provided an exemption for like items "ordinarily and
reasonably necessary to, and personally used by, the debtor and his
resident family." Section 707.540 continues the reasonably necessary
standard in modified form but places a limit on the value of the item.
This value limitation, in conjunction with the standard of reasonably

necessary items for one household, is intended to eliminate the unfair-
ness inherent in the station in life test as applied in cases such as
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Independence Bank v. Heller, 275 Cal. App.2d B4, 79 Cal. Rptr. 868
{1969), and Newport Nat'l Bank v. Adair, 2 Cal. App.3d4 1043, 83 Cal.
Rptr. 1 (1969), See also Section 707.200 {adjustment of dollar amounts
of exemptions).

15330
§ 707.550, Jewelry, heirlooms, works of art

707.550, Jewelry, heirlooms, and works of art are exempt to the
extent that their aggregate wvalue does not exceed five hundred dollars
($500), exclusive of llens and encumbrances superilor to the judgment

creditor's lien.

Comment. Section 707.550 provides a $500 exemption for items
likely to be of sentimental value. This section supersedes portions of
former Section 690,1 which provided an exemption for wearing apparel and
furnishings "ordinarily and reasonably necessary to, and personally used
by, the debtor and his resident family" and an exemption for works of
art "of or by the debtor and his resident family." The property exempt
under Section 707.550 depends upon an estimation of its value rather
than upon its being ordinarily and reasonably necessary to the judgment
debtor. See also Section 707.200 (adjustments of dollar amounts of
exemptions). :

405/332
§ 707.560. Health aids
707.560. Health aids reasonably necessary to enable the judgment

~ debtor or a spouse or dependent of the judgment debtor to work or sus-

tain health, and prosthetic and orthopedic appliances, are exempt,

Comment. - Section 707.560 supersedes former Section 690.5 which
exempted prosthetic and orthopedic appliances used by the debtor.
Section 707.560 is based on Section 5(2) of the Uniform Exemptions Act
{1976). The requirement that health aids be reasonably necessary to
enable the individual to work or sustain health permits the exemption of
such items as a wheel chair for a person unable to walk to work, an air
conditioner for a person afflicted with asthma, or an elevator for a
person unable to climb stalrs, but does not permit the exemption of a
swimming pool, sauna, bicycle, golf clubs, or gymnasic equipment merely
because their use is conducive to maintaining good health.

045/222

§ 707.570. Tools, etc., used in trade, business, or profession;
proceeds
707.570. (a) Tools, implements, instruments, materials, uniforms,

furnishings, books, equipment, one vehicle, one vessel, and other per-
sorial property, which are reasonably necessary to and actually used by

the judgment debtor in the exercise of the trade, business, or profes-

[
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slon by which the judgment debtor earns a livelihood are exempt to the
extent that the aggregate value of the judgment debtor's interest there-
in does not exceed two thousand five hundred dollars ($2,500), exclusive
of llens and encumbrances superior to the judgment creditor's lien.

(b) If an item exempt pursuant to subdivision (a) is sold, or if it
has been lost, damaged, or destroyed, the proceeds of sale or of insur~
ance or other indemmification are exempt in an amount of two thousand
five hundred dollars ($2,500), less the value of other items exempt
pursuant to subdivision (a), for a period of 90 days after the sale, in
the case of a voluntary sale, or after receipt of the proceeds by the
judgment debtor, in all other cases.

Comment. Subdivision (a) of Section 707.570 continues the sub-
stance of former Section 690.4 and a portion of former Section 690,17
(building materials not exceeding $1,000). See also Section 707.200
{(adjustments of dollar amounts of exemptions).

Subdivision {b) provides an exemption for the proceeds of sale or
of insurance or other indemnificaticn analogous to that provided by
Section 707.530(bL).

27/867

§ 707.580. Deposit accounts and money

707.580. Any combination of deposit accounts and money is exempt

in the maximum aggregate amount of two thousand dollars ($2,000).

Comment., Sectlon 707.580 supersedes former Sections 690.7 (§1,000
of savings deposits in, shares or other accounts in, or shares of stock
of, savings and loan associations) and 690.21 (inmate's trust account)
and former Financial Code Section 15406 ($1,500 of shares or certifi-
cates 1n credit unions), and extends the exemption to cover bank ac-
counts. See Section 701.160 ("deposit account" defined). Section
707.580 also aggregates the deposit account exemption with money. Under
this section, $2,000 is exempt regardless of whether the account or
share is in a bank, savings and loan association, or credit union, or
any combination thereof. BSee Sections [703.__ ] (order determining
right to levy on deposit accounts in amounts less than $2,000), 707.5%0
{exemption of deposit account into which social security payments are
directly deposited). See also Section 707,200 (adjustment of dollar
amounts of exemptions).

327239

§ 707.590. Deposit account in which social security payments are
directly deposited

707.590. {(a) For the purposes of this section, “payments author-

ized by the Social Security Administration" means regular retirement and
survivors' benefits, supplemental security income benefits, coal miners'’
health benefits, and disability insurance benefits.
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(b) A deposit account in which payments authorized by the Social
Security Administration are directly deposited by the United States
government is not subject to the enforcement of a money judgment:

{1) Where one depositor is the designated payee of the directly
deposited payments, in the amount of five hundred dollars ($500).

(2) Where two or more depositors are the designated payees of the
directly deposited payments, in the amount of seven hundred fifty dol-
lars ($750) unless such depositors are joint payees of directly de-
posited payments which represent a benefit to only one of the depositors
in which case only five hundred dollars ($500) is not subject to the
enforcement of a money judgment.

{c) The amount of the deposit account in excess of the amount not
subject to the enforcement of a money judgment pursuant to subdivision
{b) 1s exempt to the extent that 1t consists of paﬁments authorized by
the Scclal Security Administratiom.

(d) Notwithstanding Section 703.190, the financial institution
shall either place the excess amount in a suspense accoumt or otherwise
prohibit withdrawal of the excess amount pending notification of the
judicial determination of the exempt status of the excess amount and
shall) notify the levying officer in writing that the deposit account is
one described in subdivision (b} and state the balance of the deposit
account within 10 business days after the levy. Promptly upon recelpt
of the notice, the levying officer shall mail notice of the nature and
balance of the deposit account to the judgment creditor.

(e) Notwithstanding Article 2 (commencing with Section 707.310), an
excess amount exempt under subdivision (c¢) shall be determined as fol-
jows:

(1) Within five days after the levying officer mails notice of the
nature and balance of the deposit account to the judgwent creditor, a
judgment creditor who desires to claim that the excess amount 1s not
exempt shall file with the levying officer an affidavit alleging that
the excess amount is not exempt. The affidavit shall be in the form of
the notice of opposition provided by Section 707.350, and a hearing
shall be set and held, and notice given, as provided by Sections 707.340,
707.360, and 707.380. For the purpose of this paragraph, the 'notice of
opposition to the claim of exemption" in Sectioms 707.350, 707.360, and
707. 380 means the affidavit under this paragraph.
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(2) The judgment debtor is not required to file a counter affidavit
regarding an excess amount exempt pursuant to subdivision {c).

(3) 1If the judgment creditor does not file the affidavit with the
levying officer and give notice to the judgment debtor pursuant to
Section 707.360 within the time provided, the property shall be released
in the manner provided by Section 703,240.

(4) The affidavit shall be filed by the levying officer with the
court before the date set for the hearing and constitutes the pleading
of the judgment creditor, subject to the power of the court to permit
amendments in the interest of justice. The affidavit is deemed contro~
verted. _

(5) At a hearing under this subdivision, the judgment debtor has
the burden of proof.

- {6) At the conclusion of the hearing, the court by order shall
determine whether or not the excess amowmt of the deposit account is
exempt pursuant to subdivision {c), in whole or in part. The order is
determinative of the right of the judgment creditor to apply such amount
‘toward the satisfaction of the judgment. No findings are required in a
proceeding under this subdivision.

(7) Upon determining that all or part of the excess amount of the
deposit account 1s exempt pursuant to subdivision (c), the clerk shall
immediately tranemit a copy of the order to the levying officer and the
levying officer shall serve the copy of the order on the financial
institution. The financial institution shall comply with the order
within three business days after its receipt.

(f) If the judgment debtor claims that a portion of the excess
amount is exempt other than pursuant to subdivision (c), the claim of
exemption shall be made pursuant to Article 2 {(commencing with Section
707.310). If the judgment debtor also opposes the judgment creditor's
affidavit regarding an excess amount exempt pursuant to subdivision (c),
both exemptions shall be determined at the same hearing. If the judg-
ment debtor does not comply with Article 2 {commencing with Section
707.310) as to a claim of exemption other than pursuant to subdivision
(¢), the exemption is waived and may not be determined at a hearing
under subdivision (e) except as provided by Section 707.150.
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Comment. Section 707.590 supersedes former Section 690.30.
Soclal Security payments may be directly deposited pursuant to 31
U.S8.C. § 492 (1970, Supp. V 1975). Subdivision (a) continues former
Section 690.30(c). Subdivision (b) continues the substance of the first
paragraph and subdivision (a) of former Section 690.30. Subdivision (c)
continues the substance of the introductory paragraph and paragraph (1)
of subdivision (b} of former Section 690.30. Subdivision (d) makes
explicit what was implicit in & portion of former Section 690.30(b)(2).

Subdivislon (e) supersedes paragraphs (2), (3}, and (4) of sub-~
division (b} of former Section 69v.3J. Subdivision (e), along with
subdivision (f), clarifies the procedure applicable to claiming exemp-
tions for excess amounts In deposit accounts described in this section
and the relation between this procedure and the procedure provided by
Article 2 (commencing with Section 707.310) (which supersedes former
Section 690.50, incorporated by reference in former Section 690.30).
Paragraph (6) supersedes former Section 690.30{b)(3). The provision for
an order determining priority or dividing the property between several
creditors is not continued. Paragraph (7) continues former Section
690.30(b) {(4).

Where a deposit account is not one described by subdivision (b) or
where an exemptlon of excess funds In a deposit account described in
subdivision (b) 18 claimed on other grounds, the procedures provided in
Article 2 (commencing with Section 707,310) apply to the determination
of the exemption. See Section 707.580 and subdivision (f) of this
gection.

See also Sections 701.160 ("deposit account" defined), 703,240
{release), 707.200 (adjustment of dollar amounts of exemptions).

101/153

§ 707.600. Life insurance, endowment, annuity policies; death
benefits

707.600. (a) Except as otherwise provided in subdivision (b},

unmatured life insurance, endowment, and annuity policies are not
subject to the enforcement of a money judgment.

(b) The aggregate loan value of unmatured life insurance, endow-
ment, and annuity policies is subject to the enforcement of a money
judgment but is exempt in the amount of five thousand dollars ($5,000).

(c) Benefits from matured life insurance, endowment, and annuity
policies, and death benefits, payable to the insured or a spouse or
dependent of the insured or decedent, are exempt to the extent reason-
ably necessary for the support of the insured and the spouse and depend-
ents of the insured or decedent.

{d) If a dwelling exemption has not been obtained, the amount of
the exemption provided by subdivision (b) is increased by ten thousand
dollars ($10,000). If the exemption provided by this subdivision is
obtained and the claimant later claims a dwelling exemption, the dwell-
ing exemption shall be reduced by the amount of the exemption claimed

uwnder this subdivision.
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Comment. Section 707.600 supersedes the exemptions provided in
former Sections 690.9 (life Insurance represented by $500 annual premi-
um), 690.10 (group life insurance), 690.14 (fraternal benefit soclety),
and portions of former Section 690.18 {death benefits from public entity
or private retirement plan)., Under subdivision {a), the judgment
creditor is precluded from reaching an unmatured policy except to the
extent provided by subdivision (b). Subdivision (a) prevents the judg-
ment creditor from forcing the judgment debtor to surrender a life
insurance policy for its cash value. See Section 707.160 (spouse's
exemption right).

Subdivision (¢) limits the exemption of benefits from a life
insurance pelicy to the insured or a apouse or dependent of the insured
who need the benefits for support. Under former law, the exemption was
avallable to any person, including creditors of the judgment debtor and
artificial persons. See Jackson v. Fisher, 56 Cal.2d 196, 200, 363 P.2d
479, __ , 14 Cal. Rptr. 439, _ (1961). The exemption may be asserted
against creditors of the insured or of the spouse or dependents of the
insuied. See Holmes v. Marshall, 145 Cal. 777, 779-82, 79 P. 534, __ -
___ (1905).

Subdivision (d) is new. See Section 707.510 (dwelling exemption).

See alsc Section 707,200 {(adjustment of dollar amounts of exemp-
tions).

968/999
§ 707.610, Retirement beneflts and contributioms
707.610. (a) As used in this section, "retirement benefits" means

money held for payment or pald as an annuity, pension, or retirement
allowance under a retirement plan of a public entity, private employer,
union, trust, or other private entity {including a profit-sharing plan
designed and used for retirement purposes) or under self-employed re-
tirement plans and Individual retirement énnuities and accounts which
are exempt from federal income taxation.

(b) Before payment, retirement benefits are not subject to the en-
forcement of & money judgment. After payment, retirement benefits are

exempt.

Comment. Sectlon 707.610, in conjunction with Section 707.170 (ex-
emptions not applicable in case of support judgment), supersedes the
provisions relating to exemptions for retirement benefits (other than
retirement plan death benefits covered by Section 707.600 and disabilicy
payments covered by Section 707.630) provided by former Section 690.18.

405/ 355
§ 707.620. Unemployment benefits and contributions; strike benefits

707.620. ({(a) Contributions by workers payable to the Unemployment

Compensation Disability Fund and by employers payable to the Unemploy-

ment Fund are not subject to the enforcement of a money judgment.
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(b) Before payment, the following benefits are not subject to the
enforcement of a money judgment:

(1) Unemployment compensation benefits payable under Part 1 {com
mencing with Section 100) of Division 1 of the Unemployment Insurance
Code.

(2) Unemployment compensation disability benefits payable under
Part 2 (commencing with Section 2601) of Division 1 of the Unemployment
Insurance Code,

{3) Extended duration benefits payable under Part 3 (commencing
with Section 3501) of Division 1 of the Unemployment Insurance Code.

(4) Federal-state extended benefits payable under Part 4 (commenc-
ing with Section 4001) of Division 1 of the Unemployment Insurance Code.

(5) Incentive payments payable under Division 2 (commencing with
Section 5000) of the Unemployment Insurance Code.

{(6) Benefits under a plan or system established by an employer
which makes provision for employees generally or for a class or group of
employees for the purpose of supplementing unemployment compensation
benefits.

{7) Money used exclusively in the payment of unemployment benefits
by a fraternal organization to bona fide mémbers.

(8) Benefits used in the payment by a unfon due to a labor dispute.

{c) After payment, the benefits described in subdivisicem (b) are
exempt.

Comment. Section 707.620 supersedes former Sections 690.13,
690,16, and 690.175 and portions of Unemployment Insurance Code Sections
988 and 1342. Subdivision (b){B8) is new.

15331

§ 707.630. Dissbility and health benefits and contributions
707.630. (a) Before payment, benefits from a disability or health

insurance policy or program are not subject to the enforcement of a
money judgment. After payment, the benefits are exempt.

(b} Subdivision (a) does not apply to a claim by a provider of
tealth care whose claim arises out of the judgment debtor's condition
for which the benefits are collected.

Comment. Subdiviesion (a) of Section 707.630 supersedes former '
Section 690.11 (disability or health insurance benefits represented by
$500 annual premium), 690.13 (money used exclusively in payment of sick
benefits by fraternal organization to bona fide members), 690.14 (fra-

ternal benefit society funds), and portions of former Section 690.18
(disability benefits from retirement plans). Subdivision (b) is new.
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1017173
§ 707.640. Damages for personal injury

707.640. (a) An award of damages or a settlement arising out of
bodily injury of the judgment debtor is exempt to the extent necessary
for the support of the judgment debtor and the spouse and dependents of
the judgment debtor,

(b) Subdivision (a) does not apply to a claim by a provider of
health care whose claim arises out of the bodily injury for which the
award or settlement was made.

Comment. Section 707,640 is new. It should be noted that a cause
of action for personal injury or wrongful death is not subject to en-
forcement of a money judgment (see Murphy v. Allstate Ins. Co., 17
Cal.2d 937, 945-46, 553 P.2d 584, 589-90, 132 Cal. Rptr. 424, 429-30
(1976)) and that a pending cause of action may only be reached by the
lien procedure provided by Article 5 (commencing with Section 705.510)
of Chapter 5.

29215

§ 707.650. Damages for wrongful death

707.650. An award of damages or a settlement arising out of the
wrongful death of a person of whom the judgment debtor was a spouse or

a dependent 1z exempt to the extent reasonably necessary for support.

Comment. Section 707.650 1s new. See the Comment to Section
707.640,

4057354
§ 707.660. Worker's compensation
707.660. Except as provided by Chapter 1 (commencing with Section
4900) of the Labor Code, before payment, a claim for worker's compen-

sation or compensation awarded or adjudged 1s not subject to the en-

forcement of a money judgment. After payment, the award is exempt.

Comment. Section 707.660 continues the substance of former Section
690- 15- )

405/ 346
§ 707.670. Aid
707.670. Before payment, aid provided pursuant to Division 9
{commencing with Section 10000) of the Welfare and Institutions Code or
similar aid provided by a charitable organization or a fraternal benefit
society as defined in Section 10990 of the Insurance Code, to the judg-
ment debtor or for the benefit of the judgment debtor is not subject to
the enforcement of a money judgment. After payment, the aid is exempt.
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Comment. Section 707.670 is based on former Sectioms 690.14 and
690.19. This section exempts local aid as well as federal ald adminis-
tered by the state pursuant to the Welfare and Institutions Code. See
also Welf, & Inst. Code § 10052 ("aid" defined).

Section 707.670 also expands the category of nongovernmental aid
that is exempt. Former Section 690,14 applied only to fraternal benefit
socleties.

27/872
§ 707.680. Relocation benefits
707.680. Before payment, relocation benefits for displacement from

a dwelling actually owmed or rented by the judgment debtor which are to
be paid by a public entity pursuant to Chapter 16 {(commencing with
Section 7260) of Division 7 of Title 1 of the Guvernment Code or the
Uniform Relocation Assistance and Real Property Acquisition Policles Act
of 1970, as amended, are not subject to the enforcement of a money
judgment. After payment, such benefits are exempt.

Comment. Section 707.680 supersedes Section 690,8a. The last sen-
tence of Section 707.680 requires the debtor to claim an exemption for

such benefits after payment, whereas imder former law these benefits
were designated as exempt without filing a claim.

27/823

§ 707,690, Licenses
707.690. Except as provided in Section 705.330, a license to

engage in any business, profession, or activity issued by a public
entity is not subject to the enforcement of a money judgment.

Comment. Sectlon 707.890 is derived from a portion of subdivision
(e) of former Section 688 which precluded levy or sale on execution of

“licenses issued by this state to engage in any business, profession, or
activity.” See Section 705.330 (receiver to sell liquor licemse).
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