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SUBJECT

Civil actions: enforcement of money judgments
DIGEST

This bill makes a number of changes to the Enforcements of Judgments Law (EJL)
relating to service, property exempt from collection, and wage garnishment.

EXECUTIVE SUMMARY

Current law establishes the EJL, which establishes procedures for the enforcement of
judgments and collection of debts, including through levies on the debtors bank
accounts and garnishments of a debtor’s wages. Current law also permits debtors to
shield themselves from onerous debt collection activity, through property exemptions,
and provides debtors with a mechanism to claim property as exempt and seek the
return of improperly collected property.

According to the author and sponsor, this bill is intended to modify existing debt-
collection procedures and exemptions to ensure that consumers are adequately able to
defend their rights and not be subjected to excessive collections. To do so, this bill
changes a number of existing provisions relating to service, the exemption process, and
what funds may be exempted. In response to stakeholder concerns, the author has
proposed amendments that clarify and narrow certain portions of the bill. A full mock-
up of the proposed amendments is set forth in the Appendix to this analysis.

This bill is sponsored by the California Low-Income Consumer Coalition and is
supported by California Association for Microbusiness Opportunity, the Consumer
Federation of California, East Bay Community Law Center, Housing and Economic
Rights Advocates, Legal Aid Society of San Diego, the National Consumer Law Center,
and Neighborhood Legal Services of Los Angeles County. This bill is opposed by the
California Association of Collectors, the California Association of Judgment
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Professionals, the California Bankers Association, the California Creditor Bar
Association, and Receivables Management Association, Inc.

PROPOSED CHANGES TO THE LAW

Existing law:

1)

Establishes the EJL, which sets forth the procedures and requirements for the
enforcement of judgments for money, possession of real or personal property, or
requiring specific performance. (Code Civ. Proc., pt. 2, tit. 9, §§ 680.010 et seq.)

Defines the following relevant terms:

a)

“Deposit account” means a demand, time, savings, passbook, or similar
account maintained with a bank; it does not include investment property or
accounts evidenced by instrument. (Code Civ. Proc., § 680.170; Corp. Code,
§ 9102(a)(29).)

“Judgment” means a judgment, order, or decree entered in a court of this
state. (Code Civ. Proc., § 680.230.)

“Judgment creditor” means a the person in whose favor a judgment is
entered or, if there is an assignee of record, means the assignee of record;
unless otherwise specified, the term also includes a guardian or conservator
of the estate, personal representative, or other successor in interest of the
judgment creditor or assignee of record. (Code Civ. Proc., § 680.240.)
“Judgment debtor” means the person against whom a judgment is entered.
(Code Civ. Proc., § 680.250.)

“Levying officer” means the sheriff or marshal. (Code Civ. Proc., § 680.260.)
“Personal debt” means money due or owing or alleged to be due or owing
from a natural person arising out of a transaction in which the money,
property, insurance, or services which are the subject of the transaction are
primarily for the debtor’s personal, family, or household purposes. (Code
Civ. Proc., § 683.110(d)(3).)

“Private retirement plan” means: (1) private retirement plans, including
union retirement plans; (2) profit-sharing plans designed and used for
retirement purposes; (3) self-employed retirement plans and individual
retirement annuities or accounts provide for in the Internal Revenue Code,
including individual retirement accounts, to the extent the amounts held in
the plans, annuities, or accounts do not exceed the maximum amounts
exempt from federal income taxation. (Code Civ. Proc., § 704.115.)

3) Provides that, if the levying officer is required by any provision of the EJL to serve
any writ, order, notice, or other paper on any person, the judgment creditor shall
include in the instructions to the levying officer the correct name and address of the
person.
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a) The judgment creditor shall use reasonable diligence to ascertain the correct
name and address of the person.

b) Unless the levying officer has actual knowledge that the name or address
included in the instructions is incorrect, the levying officer shall rely on the
instructions in serving the writ, order, notice, or other paper on the person.
(Code Civ. Proc., § 684.130.)

4) Permits a judgment creditor to claim specified costs as costs of enforcing a
judgment, including statutory filing fees and for the levying officer to perform
service. (Code Civ. Proc., § 685.070.)

5) Provides that certain moneys and property are exempt from collection to enforce a
money judgment. (Code Civ. Proc., pt. 2, tit. 9, div. 2, ch. 4, §§ 703.010 et seq.)

6) Establishes procedures by which property that has been levied upon may be claimed
to be exempt and released from the levy, including:

a) If ajudgment debtor serves the judgment creditor with a claim of exemption,
the judgment creditor may file a notice of opposition to the claim of
exemption and notice a motion for an order determining the claim.

b) The hearing on the motion shall be heard not later than 30 days from the date
the notice of motion was filed with the court, unless continued by the court
for good cause; the judgment creditor must serve a notice of the hearing and a
copy of the notice of opposition to the claim of exemption on the claimant and
on the judgment debtor. Unless ordered by the court, if the exemption is not
determined within this timeframe, the property claimed to be exempt shall be
released.

c) The exemption claimant has the burden of proof at the hearing; after
receiving evidence, the court shall determine whether the property is exempt
in whole or in part.

d) Except as otherwise provided, the levying officer shall not release, sell, or
otherwise dispose of the property for which an exemption is claimed until an
appeal is waived, the time to appeal has expired, or the exemption is finally
determined.

e) Atany time in the proceeding, upon motion of the judgment creditor or a
claimant, or on its own motion, the court may make any orders for
disposition of the property that may be proper under the circumstances of the
case, and the order may be modified upon any terms that are just.

f) 1If an appeal is taken, notice of the appeal shall be given to the levying officer
and the levying officer shall hold, release, or dispose of the property as
provided in provisions governing enforcement and stay of enforcement of
money judgments pending appeal. (Code Civ. Proc., §§ 703.510-703.610.)

7) Provides that all amounts held, controlled, on in process of distribution by a private
retirement plan, for the payment of benefits as an annuity, pension, retirement
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allowance, disability payment, or death benefit from a private retirement plan are
exempt under 5), subject to certain exceptions, to the extent necessary to provide for
the support of the judgment debtor when the judgment debtor retires and for the
support of the spouse and dependents of the judgment debtor, taking into account
all of the resources that are likely to be available for the support of the judgment
debtor when they retire. (Code Civ. Proc., § 704.115.)

Provides that money in the judgment debtor’s deposit account in an amount equal
to or less than the minimum basic standard of adequate care for a family of four, as
provided in the Welfare and Institutions Code and as annually adjusted, is exempt
without making a claim, except for specified types of debts.
a) This exemption does not preclude or reduce a judgment debtor’s right to any
other exemption provided by state or federal law.
b) If the financial institution holding the judgment debtor’s deposit account has
actual knowledge that the judgment debtor is entitled to one or more
exemptions that the financial institution is required to apply pursuant to

other existing law, the amounts subject to exemption shall be exempt without
making a claim. (Code Civ. Proc., § 704.220.)

Establishes the Wage Garnishment Law (WGL) within the EJL, which sets forth the
procedures and requirements by which an employer can be required to withhold an
employee’s wages in satisfaction of the employee’s judgment debt, including:

a) A levy of execution upon the earnings of an employee shall be made by
service of an earnings withholding order upon the employer, as provided.

b) The “withholding period” commences the 10th day after service of an
earnings withholding order upon the employer and continues until the
employer has withheld the full amount to satisfy the order, the date of
termination as specified by court order, or other specified events. (Code Civ.
Proc., pt. 2, tit. 9, div. 2, ch. 5, §§ 706.020 et seq.)

10) Provides that the portion of the judgment debtor’s earnings that the judgment

debtor process is necessary for the support of the judgment debtor or their family, if
supported by the judgment debtor, is exempt from levy under the WGL. (Code Civ.
Proc., § 706.051.)

11) Requires a levying officer to serve specified WGL documents upon the designated

employer, including the original and copy of the earnings withholding order, the
form for the employer’s return, the notice to the employee, and copies of specified
forms. (Code Civ. Proc., § 706.103.)

12) Establishes the procedure for a judgment debtor to claim an exemption under 10),

including;:
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a)

b)

This bill:

The judgment debtor may file a claim of exemption with the levying officer,
along with their financial statement; the levying officer shall send the
documents to the judgment creditor.

If the judgment creditor desires to contest the exemption, it may file a notice
of opposition within 10 days of receiving the claim and request a hearing on
the notice of exemption.

The court shall hold the hearing on the motion not later than 30 days from the
date the motion was filed unless the court continues the hearing for good
cause.

If, after the hearing, the court orders that the earnings withholding order be
modified or terminated, the clerk shall promptly transmit a certified copy of
the order to the levying officer who shall promptly serve the employer of the
judgment debtor with a copy of the modified order.

The court may order that the earnings withholding order be terminated as of
a date that precedes the date of the hearing; if the court determines that any
amount withheld shall be paid to the judgment debtor, the court shall make
an order directing the person who holds that amount to pay it promptly to
the judgment debtor.

If an earnings withholding order is terminated by the court, the judgment
creditor may not apply for another earnings withholding order directed to the
same employer for the same judgment debtor for a period of 100 days, unless
the court orders otherwise or there is a material change in circumstances.

If the employer has held withheld amounts pursuant to an earnings
withholding order after termination of the order but before receiving notice of
the termination, the employer must promptly pay those amounts to the
judgment debtor. (Code Civ. Proc., § 706.105.)

1) Requires a judgment creditor, when the judgment creditor seeks to have a levying
officer serve a writ of attachment based on a judgment for personal debt, to provide
to the levying officer and file with the court an affidavit, signed under penalty of
perjury, stating that the judgment creditor has verified the judgment debtor’s
address by at least one of the following methods:

a)

b)

Receipt of return correspondence from the judgment debtor, dated no more
than two months before the execution of an affidavit, that includes a return
address or other comparable verification of the judgment debtor’s address.
Transmittal of certified mail to the judgment debtor’s address, with a return
receipt signed by the judgment debtor and dated no more than two months
before the execution of the affidavit.

Verification of the judgment debtor’s address as current by a commercial
address verification service or, if reasonably available, a public record
database, followed by dispatch of a letter, by first class mail to the verified
address, that was not returned to sender.
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2)

Prohibits a levying officer from accepting or serving a writ, order, notice, or other
paper on any person if the judgment creditor fails to provide a signed affidavit
pursuant to 1).

Requires a court, upon notice by the judgment debtor that the requirements of 1) or
2) have not been met, to stay the notice of levy or earnings withholding order until
the requirements have been satisfied. If the notice of levy or earnings withholding
order was issued after a default judgment, the court shall vacate the writ without
prejudice and the court shall not accept a writ unless it is filed with an affidavit
satisftying the requirements of 1).

Provides that a judgment creditor’s cost of verifying the judgment debtor’s address
is not recoverable.

Clarifies that the itemized costs a judgment creditor may claim as costs of enforcing
a judgment do not include costs specifically exempted in statute from recovery.

Requires, if property in a deposit account that is exempt without making a claim, as
provided, is levied upon, the property shall be released by the financial institution
holding the judgment debtor’s account within five business days of receiving
written notice form the judgment debtor requesting its release and explaining its
exemption without making a claim.

a) Thejudgment debtor’s written notice to the financial institution must be
served via first-class mail on the judgment creditor or judgment creditor’s
attorney of record within five business days of notice being given to the
financial institution.

b) If property, other than the property in a deposit account exempt without
making a claim, as provided, is levied upon, the property may be released
pursuant to the existing exemption procedure.

Requires the court, when a hearing on a motion to determine the validity of a claim
of exemption arising from a judgment for a personal debt is delayed by the court for
good cause and cannot be set within 30 days of notice of the motion, to issue an
order staying any levy or garnishment with respect to the property subject to the
claim of exemption until the hearing occurs.

Requires the court, if a claim of exemption asserts that money in a judgment debtor’s
deposit account is or was necessary for the support of the judgment debtor or their
spouse and dependents, as provided, to review and make findings on the debtor’s
financial statement; the court may continue the hearing for the production of other
evidence if the court is not satisfied that sufficient facts have been established.

Requires the court, if it finds that property is exempt without the need for a claim, to
order the return of the exempt property from the levying officer or judgment
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creditor to the judgment debtor within five business days of the entry of the order;
when the judgment upon which the writ is issued is for a personal debt, the court
shall return any property that is exempt without the need for a claim that was levied
within the 18 months preceding the date of the order on the claim of exemption.

10) Requires the court, if property is exempt as a result of a claim of exemption, to order
the return of the exempt property from the levying officer or judgment creditor to
the judgment debtor within five business days of the entry of the order; if the
judgment upon which the writ is issued is for a personal debt, the court shall order
the return of any property that exempt by claim of exemption that was levied upon
within the 12 months preceding the date of the order on the claim of exemption.

11) Clarifies that a court may not make any order for the disposition of property while
the exemption process is pending if the property would be exempt without a claim
of exemption.

12) Provides that, if an earnings withholding order has been served upon the judgment
debtor’s employer for a judgment for a personal debt, then notice of any appeal of
the determination of a claim of exemption must also be served on the debtor’s
employer, and the employer shall, upon receipt of the notice, immediately suspend
any further garnishment of the judgment debtor’s wages for the pendency of the
appeal and until ordered by the court to resume garnishment.

13) Expands the definition “of retirement plan” to “retirement plan,” defined as a plan,
account, arrangement, or scheme established or utilized for the primary purpose of
providing financial resources to an individual during their retirement years,
encompassing all such plans recognized by state or federal law, including those that
offer tax advantages, deferred income, employer contributions, or individual
savings intended for use after the individual ceases full-time employment, and adds
to the list included retirement plans:

a) Deferred annuity plans, as defined.

b) Governmental retirement plans for federal, state, or local public employees or
military employees, including the Thrift Savings Plan.

c) Deferred compensation plans available to state or local employees and certain
nonprofit employees, as defined.

d) Pension plans, including both benefit and defined contribution plans, as
defined.

e) Nonqualified deferred compensation plans, as defined.

f) Any other retirement or deferred income arrangement recognized for tax-
deferral or other similar purposes under federal state law.
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14) Provides that, for the purpose of exempting from collection, from a self-employed
retirement plan or individual retirement annuity account,! in satisfaction of a
personal debt, the amount necessary to provide for the support of the judgment
debtor, the amount cannot be, unless otherwise provided by law, less than the
amount listed in 11 U.S.C. § 522(n), as adjusted in accordance with 11 U.S.C.

§ 104(b), and that the exempted amount may be aggregated across all retirement
plans in the judgment debtor’s name.

15) Requires a financial institution, if a judgment debtor holds multiple accounts at the
financial institution, and those accounts cumulatively contain less than or equal to
the maximum permitted for the personal necessity exemption, the financial
institution shall protect the full amount in those accounts; if the accounts
cumulatively contain more than the maximum personal necessity exemption, the
financial institution shall protect an aggregate amount equal to the personal
necessity exemption.

16) Prohibits a judgment creditor from enforcing an earnings withholding order more
than 10 years after the date of entry of a money judgment, as provided, or more than
5 years after the renewal of such a judgment, as provided.

17) Extends the “withholding period” for an earnings withholding order to the 45th day
after service of an earnings withholding order upon the judgment debtor.

18) Requires the levying officer to the same documents served on the employer relating
to an earnings withholding order, via first-class mail, return receipt requested, at or
before the time the employer is served.

19) Requires, when a hearing on a claim of exemption for an order for wage
garnishment is continued for good cause and cannot be set within 30 days of notice
of the motion, the court to issue order staying any levy or garnishment with respect
to the property subject to the claim until the hearing occurs.

20) Deletes the provision authorizing a court to order that an earnings withholding
order be terminated as of a date that predates the claim of exemption hearing.

21) Requires, in a proceeding to determine whether wages are exempt from a wage
withholding order:
a) When the wages are exempt without making a claim, the court to terminate
or modify the earnings withholding order, and shall order the return by a
date certain of all of the judgment debtor’s exempt wages; if the judgment is
for a personal debt, the court shall order the return by a date certain of all the

1 This provision, as currently in print, does not add to its scope the other categories of retirement plans
being added by the bill; the amendments proposed by the author address this issue.
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judgment debtor’s exempt wages for up to 18 months preceding the date of
the order on the claim of exemption.

b) When the judgment debtor’s wages are exempt as the result of a claim of
exemption, the court shall terminate or modify the exemption withholding
order and shall order the return by a date certain of all the judgment debtor’s
exempt wages; if the judgment is for a personal debt, the court shall order the
return by a date certain of all of the judgment debtor’s exempt wages for up
to 12 months preceding the date of the order on the claim of exemption.

22) Provides that, if the court orders an earnings withholding order terminated and the
debt is a personal debt, the judgment creditor may not apply for another earnings
withholding directed to the same employer and for the same judgment creditor for a
period of 100 days after the service of the order or 60 days after the termination date,
whichever is later.

23) Requires an employer, if they have withheld earnings after the order was terminated
but before learning of the termination, to return those amounts to the judgment
debtor within five business days of the end of the next pay period.

24) Makes nonsubstantive technical and conforming changes.

COMMENTS

1. Author’s comment

According to the author:

California has already protected basic needs in proceedings where debtors are
subject to wage garnishing. Current practice, however, makes it exceptionally
challenging to sufficiently withhold income. Existing legislation outlines specific
amounts and types of income exempt from wage garnishment and bank levy.
Navigating the process of filing a Claim of Exemption can be complicated,
compounded by errors made by employers and banks in calculating deducted
amounts. Particularly in California, a significant portion of low-income residents
don’t even know there are debt collection proceedings until wages or bank
accounts are garnished, thus depriving them of the chance to defend themselves.
Consequently, individuals face delays of weeks or months in reclaiming funds
that are essential for their daily lives, leaving them vulnerable to bill defaults,
further debt accumulation, housing instability, or food insecurity. Moreover,
outdated laws regarding exemptions on retirement savings further exacerbate
the situation, leaving judges to speculate on necessary retirement funds without
updates since 2000. AB 2837 protects debtors from losing their basic needs by
preserving their retirement savings, ensuring due process and accuracy in wage
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garnishments and bank levies, and providing that amounts wrongtully seized
are returned in full.

2. Background on enforcing money judgments in California

Under the EJL, a “money judgment” is that part of a judgment which requires the
payment of money.2 A “judgment creditor” is the person in whose favor a judgment is
rendered, and a “judgment debtor” is the person against whom a judgment is
rendered.?

The EJL provides several avenues through which a judgment creditor may collect on
the debt, including a levy on the judgment debtor’s deposit accounts held with a bank
or financial institution.# The EJL provides a number of types of property that is
exempted from collection under the E]JL, including amounts in specified retirement
accounts, to the extent the court deems will be necessary to support the judgment
debtor in retirement.’ If a judgment debtor believes certain amounts are exempt, they
must serve a claim of exemption on the judgment creditor; if the judgment creditor
disagrees, they must file a notice of opposition with the court.® The court must hold a
hearing on the motion within 30 days of receiving the notice, unless it continues the
hearing for good cause.”

The WGL, as part of the EJL, authorizes a judgment creditor to seek garnishment of a
judgment debtor’s wages to satisfy a money judgment, whereby the employer
withholds money from the debtor employee’s paycheck and sends the money to the
creditor.® The WGL exempts certain portions of a judgment debtor’s paycheck from
wage garnishment, and sets a maximum amount of a judgment debtor’s disposable
income that may be garnished.” A garnishment order under the WGL is served on the
judgment debtor’s employer; after receiving notice, the judgment debtor may serve a
notice of exemption on the judgment creditor, who may seek to have the court rule on
the claim of exemption.10

2 Code Civ. Proc., § 680.270.
31d., 8§ 680.240, 680.250.

41d., §§ 700.130, 700.140, 700.170.
51d., § 704.115.

6 Id., § 703.510-703.610.

71d., § 703.570.

81d., §§ 706.020 et seq

91d., 8§ 706.051, 706.100-706.109.
10 1d., § 706.105.
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3. The prevalence of consumer debt and the business of debt collection

According to a recent report, 68 million adults in the country have debt in collections.!!
Medical debt is the most common type of debt that results in the debtor being contacted
by a creditor, though the amounts are often relatively small; pre-pandemic, the average
amount of debt in collections was $1,175.12 Perhaps counterintuitively, given the cost of
postsecondary education, individuals aged 70 years and older have experienced the
most significant increase in their debt load.!®> White consumers are more likely than
others to have wealth-building debt, such as a mortgage; this is both the result of, and a
contributor to, the racial wealth gap.14

In many cases, consumers with personal or household debt are ill-equipped to defend
against lawsuits brought against them. Debt-collection suits are a business unto itself:

Beginning in the late 1990s and early 2000s, amidst a general boom in the
debt-buying industry, a new type of debt-collection company began
emerging with a business model centered around litigation and highly
routinized, low-cost-per-case systems for filing complaints, obtaining
judgments, and proceeding with garnishments.1>

This business model thrives in part because defendants in debt-collection suits almost
never appear in court, thereby permitting the plaintiff to prevail on a default
judgment.1® Reports estimate that between 60 and 95 percent of debt-collection lawsuits
are entered by default, with most estimates on the higher end.1” Evidence suggests that
some of the default rate “relates to inadequate or improper service” by the judgment
creditor.’® And even when defendants do appear, they are very unlikely to be
represented by counsel — estimates of the percentage of represented defendants never
goes above single digits — placing them at a considerable disadvantage.!®

This disadvantage continues when a judgment order is entered and the creditor seeks to
collect through levies and wage garnishment orders. While current law provides

1 Aspen Institute Financial Security Program, A Financial Security Threat in the Courtroom (Sept. 2021),
p-. 1, available at https:/ /www.aspeninstitute.org/publications /how-unpaid-bills-end-up-in-court/. All
links in this analysis are current as of June 20, 2024.

12]d. atpp. 2, 3.

BId. atp. 4.

14 Ibid.

15 Wilf-Townsend, Assembly-Line Plaintiffs, 135 Harv. L. Rev. 1704, 1719 (May 2022). In California, the ten
plaintiffs that filed the most lawsuits accounted for over 25 percent of all the civil suits filed in the state.
(Id. at p. 1729))

16 Id. at p. 1721.

17 [bid.

18 [bid.

19 1d. at p. 1722; see also Pew, How Debt Collectors are Transforming the Business of State Courts (May 6, 2020),
available at https:/ /www.pewtrusts.org/en/research-and-analysis/reports/2020/05/how-debt-
collectors-are-transforming-the-business-of-state-courts.
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exemptions from collection or garnishment — to protect the judgment debtor’s wages as
needed to allow them to pay for their basic living necessities, and to protect a portion of
their retirement funds — the burden is on the judgment claimant to submit a claim of
exemption if they believe the judgment creditor is trying to collect on exempted funds.20
If the judgment creditor seeks to challenge the claim of exemption, the procedure goes
back to court, at which the judgment debtor again has to navigate the court system.

The sponsor of the bill, the California Low-Income Consumer Coalition, states that
current law is lacking in several respects:

[T]here is no clear recourse for consumers who do not receive the required
notice, whose wages are over-garnished, or whose bank accounts are over-
levied. Even when consumers receive proper notice, the vast majority
struggle to find legal assistance in time to file a Claim of Exemption before
money is taken. As a result, consumers are deprived of money that they
need to survive and must wait weeks or even months for a hearing to get
these funds back - if they ever recover them at all.

4. This bill modifies the E]L. and WGL to add protections for judgment debtors, with
special protections for judgments arising from a personal debt

This bill is intended to modify existing debt-collection procedures and exemptions to
ensure that consumers are adequately able to defend their rights and not subjected to
excessive collections. To do so, this bill changes a number of existing provisions relating
to service, the exemption process, and what funds may be exempted. The author has
also proposed amendments to most of these provisions, discussed in Part 5 and set forth
in the Appendix this analysis.

a. Address verification

This bill requires, for a judgment arising from a personal debt, a judgment creditor to
verify the judgment debtor’s address in one of three ways: through recent
correspondence with the judgment debtor that included their return address; through
transmittal of certified mail to the judgment debtor with a returned receipt; or through a
commercial verification service. The judgment creditor must provide an affidavit,
signed under penalty of perjury, to the levying officer and file the affidavit with the
court.

If the plaintiff informs the court that the judgment creditor did not satisfy the
requirement, the court must stay collection until they have been satisfied. The bill also
provides that the address verification costs are not recoverable by the creditor.

20 Code Civ. Proc., §§ 704.115, 706.105.
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b. Extended timelines

This bill requires a court, when it continues a hearing on a challenge to a judgment
debtor’s claim of exemption past 30 days from the filing of the notice of motion, to order
the levy or garnishment order stayed until the hearing can be held. The bill also extends
the period before an earnings withholding order takes effect after being served on a
judgment debtor’s employer —from 10 days to 45 days—to give the judgment debtor
time to seek an exemption.

c. Exempt property or funds

This bill establishes a five-day timeline for a levying officer or judgment creditor to
return property that a court orders was subject to an exemption. The bill also adds new
requirements for the return of property that was exempt, when the judgment arises for
a personal debt: for property that was exempt without the need to file a claim of
exemption, but nevertheless collected in the prior 18 months, the court must order the
return of that property; and for property that was exempt pursuant to a proper claim of
exemption, but nevertheless collected in the prior 12 months, the court must order the
return of that property.

Additionally, this bill requires a financial institution to release a judgment debtor’s
property, being held pursuant to a levy, upon receiving notice from the judgment
debtor that the property is subject to an exemption.

This bill also exempts from collection moneys held in specified retirement accounts, up
to an amount tied to federal bankruptcy collection limits. This provision replaces the
current subjective process whereby the court is tasked with determining how much the
judgment debtor is likely to need for retirement. Additionally, the bill clarifies that, if
the judgment debtor has moneys in multiple retirement accounts, the total exemption
amount may be aggregated across all of the retirement accounts in the judgment
debtor’s name.

d. Procedural changes

This bill prohibits a judgment creditor from enforcing an earnings withholding order
more than 10 years after the date of entry of judgment or more than 5 years after the
renewal of the judgment. The bill also requires the judgment creditor to serve an
earnings withholding order and related documents at or before the time they serve the
judgment debtor’s employer.

5. Amendments

After discussions with stakeholders and Committee staff, the author has proposed
significant amendments to every provision of the bill about which the opposition has
expressed concern. The proposed amendments include:
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e Changing the address verification requirement to a declaration, rather than an
attestation; clarifying that address verification may be accomplished through
skip-tracing methods already used by many debt collectors; expanding the look-
back period for the address verification period from 2 to 12 months; and
clarifying that the declaration may be filed after delivering the verification to the
levying officer.

e (larifies that a judgment debtor’s notice of exemption to a financial institution
must contain facts supporting the exemption, and that the notice should be
served on the financial institution at an address identified by the financial
institution pursuant to Code of Civil Procedure section 684.110(c) or (d).

e For situations when a hearing on a determination of a request for exemption
cannot be set for 30 days from the date the notice was filed, changing the
requirement that the court automatically continue the hearing for 30 days to a
provision permitting the judgment debtor to seek a continuance through an ex
parte application.

e Shortening the time windows for the mandated return of property that was
collected under a levy or wage garnishment order despite being exempt, in
connection with a judgment arising from a personal debt: the time window for
the return of property that was exempt without filing an exemption is reduced
from 18 months to 12 months; and the time window for the return of property
that was exempt pursuant to a notice of exemption is reduced from 12 months to
6 months. The amendments also state that nothing prohibits the court from
ordering, for good cause, exempt funds further back in time.

e Moditying and clarifying the definitions of “retirement plan” and “private
retirement plan,” including by clarifying that the accounts exempt from
collections are those identified in the Internal Revenue Code.

e Providing that moneys held in retirement plans are not exempt from collection to
the extent the moneys were transferred to avoid collection, and the moneys were
not otherwise exempt.

e Tying the period during which an earnings withholding order may be enforced
to the statutory provisions setting forth the time frames during which a
judgment is enforceable, to ensure the time frames remain consistent.

e Shortening the period, after the service of an earnings withholding order is
served, until the order takes effect.

e Making technical changes, including re-adding existing law that was
inadvertently deleted in the bill, and removing Section 13 of the bill, which no
longer makes changes to the statute.

A full mock-up of the proposed amendments is set forth in the Appendix to this
analysis.
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6. Arguments in support

According to a coalition of the bill’s supporters:

AB 2837 would amend existing law to make the system work the way it is
supposed to. The bill would:

Clarify the Calculation of Exempt Retirement Funds by clarifying that all
retirement savings accounts and pensions are exempt from collection up to
an amount tied to the federal bankruptcy limits, which are updated every
three years. This change will align California law with federal bankruptcy
law.

Strengthen Notice of Wage Garnishment/Levy by ensuring that the levying
officer (i.e., sheriff) sends the wage garnishment order to the consumer at
the same time it is sent to their employer, and by requiring debt collectors to
verify the consumer’s address before providing the documents to the sheriff.
Provide More Time for Debtors to Request Exemptions by extending (from
10 days to 60 days) the period before an employer starts withholding and
allowing stays if there are procedural delays. This adjustment will allow
time for (1) the consumer to file the Claim of Exemption or dispute an error,
(2) the creditor or debt collector to file an opposition, if any, (3) a hearing to
be held, and (4) the updated order to be served on the employer.

Provide Express Remedies for Over-Garnished/-Levied Judgment
Consumers by (1) making explicit the courts” currently implied authority to
order the return of over-garnished funds, and (2) requiring courts to order
the return of all funds needed by judgment debtors to support themselves
and their families.

Clarify Bank Levy Procedures for Automatically Exempt Funds by (1)
allowing consumers to request return of automatically exempt funds in the
bank’s possession and (2) clarifying that the exempt amount of funds must
be applied to the total across all bank accounts.

7. Arguments in opposition

According to a coalition of the bill's opponents:

One of the key issues with AB 2837 is the imposition of new, unrealistic notice
requirements for judgement creditors before the sheriff can serve a levy, writ,
notice, or other document. The proposed methods of verifying a debtor's address
are impractical and burdensome. Similarly, relying on certified mail responses or
third-party verification services poses significant challenges, especially
considering the lack of accessibility to databases such as property tax rolls or
motor vehicle registries.
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Additionally, the proposed extension of the period from 10 days to 60 days for
starting an earnings withholding order is impractical and could lead to the
expiration of the writ before payment is received by the sheriff's department.
This delay in garnishment initiation not only risks additional costs for debtors
but also undermines the effectiveness of the legal process.

AB 2837 as drafted includes a provision for courts to order the return of money
collected within the last 12 to 18 months. This retroactive measure fails to
consider changes in a debtor's financial situation over time and could unjustly
penalize judgement creditors for a debtor’s failure to file appropriate exemption
requests.

SUPPORT

California Low-Income Consumer Coalition (sponsor)
California Association for Microbusiness Opportunity
Consumer Federation of California

East Bay Community Law Center

Housing and Economic Rights Advocates

Legal Aid Society of San Diego

National Consumer Law Center

Neighborhood Legal Services of Los Angeles County

OPPOSITION

California Association of Collectors

California Association of Judgment Professionals
California Bankers Association

California Creditor Bar Association

Receivables Management Association, Inc.

RELATED LEGISLATION

Pending Legislation: AB 3283 (Committee on Judiciary, 2024) provides that a claim of
exemption and notice of opposition to a claim of exemption do not constitute an
appearance in a civil action, and provides that the court’s power over the exemption
claimant is limited to determining the claim of exemption. AB 3283 is pending on the
Senate Floor.

Prior Legislation:

AB 1414 (Kalra, Ch. 688, Stats. 2023) prohibited the use of common counts in actions for
collection of consumer debt, and excludes consumer debt from the definition of “book
account.”
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AB 1119 (Wicks, Ch. 562, Stats. 2023) exempted judgment debtors from being subject to
arrest and punishment for contempt for failing to appear at a debtor’s examination in a
case concerning consumer debt and provided a separate process for meeting the same
goals of the in person examination.

SB 1477 (Wieckowski, Ch. 849, Stats. 2022) modified the formula for determining what
portion of judgment debtor’s wages can be garnished in order to satisfy a judgment for
persons, beginning September 1, 2023, so that the lesser of (1) twenty percent of the
person’s disposable earnings, or (2) 40 percent by which the person’s weekly disposable
earnings exceed 48 times the prevailing minimum hourly wage.

SB 616 (Wieckowski, Ch. 552, Stats. 2019) extended and clarified a deposit account
holder’s timeline for filing a claim of exemption when a judgment creditor seeks to
extract money from the account through a levy; and established an automatic
exemption from bank account levies, with specified exceptions, of no more than the
minimum basic standard of adequate care for a family of four, as defined and annually
adjusted by the State Department of Social Services.

SB 187 (Wieckowski, Ch. 545, Stats. 2019) amended the Rosenthal Fair Debt Collection
Practices Act to remove the exception for attorneys in the definition of “debt collector”
and clarify that the definition of “consumer debt” includes mortgage debt.

SB 501 (Wieckowski, Ch. 800, Stats. 2015) reduced the maximum amount of a judgment
debtor’s weekly disposable earnings subject to levy under an earnings withholding
order to the lesser of twenty-five percent of the individual’s weekly disposable earnings
or fifty percent of the amount by which the individual’s disposable earnings for the
week exceed 40 times the state minimum hourly wage, or applicable local minimum
hourly wage, if higher.

PRIOR VOTES:

Assembly Floor (Ayes 55, Noes 13)
Assembly Judiciary Committee (Ayes 9, Noes 3)

O o o o o o o e e N N e e
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Appendix

The author’s proposed amendments are set forth below, subject to any nonsubstantive
changes the Office of Legislative Counsel make. Additions are in italics and underline;
deletions are in strikethrough.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 684.130 of the Code of Civil Procedure is amended to read:

684.130. (a) (1) If the levying officer is required by any provision of this title to serve any
writ, order, notice, or other paper on any person, the judgment creditor shall include in
the instructions to the levying officer the correct name and address of the person. The
judgment creditor shall use reasonable diligence to ascertain the correct name and
address of the person.

(b)@)€2) Where the judgment upon which the writ is issued is for personal debt, as
defined in subdivision (d) of Section 683.110, this subdivision shall apply.

(2)3)-The judgment creditor shall also provide the levying officer a declaration an

officer; stating that the judgment creditor has verified within the past 12 months the
judgment debtor’s address is the correct address, using reasonable diligence and
describing the verification method(s) used and the date(s) of the verification, which
may include but is not limited to by-atleast-ene-of the following three-methods:

(A) Receipt of correspondence from the judgment debtor, dated no more than #we
twelve months before the execution of the declarationaffidavit that includes a return
address or other comparable verification of the judgment debtor’s address.

(B) Transmittal of certified mail to the judgment debtor’s address, with a return receipt
dated no more than we twelve months before the execution of the declarationatfidavit
that is signed by the judgment debtor.

(C) Verification of the judgment debtor’s address as current by a commercial address
verification service, including but not limited to skip-tracing, or, if reasonably available,
a public record database, followed by dispatch of a letter, by first-class mail to the
verified address, that was not returned to sender.
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(3) The levying officer shall not accept or serve any writ, order, notice, or other paper on
any person if the judgment creditor fails to provide a signed declarationaffidavit as
described in Section 2 of this subdivision.

(4)€5) Upon notice by the judgment debtor that the requirements of this section have not
been met, the court shall stay the notice of levy or earnings withholding order until the

requlrements of this sectlon have been sat1sf1ed If—tke—twﬁee—ef—leyy—%eaqﬂmgs

(5)¢6) The judgment creditor’s cost of verification of the judgment debtor’s address is
not recoverable. The judgment creditor shall file with the court the signed declaration
within five business days after delivering the declaration to the levying officer.

(b) Unless the levying officer has actual knowledge that the name or address included
in the instructions is incorrect, the levying officer shall rely on the instructions in
serving the writ, order, notice, or other paper on the person.

SEC. 2. Section 685.070 of the Code of Civil Procedure is amended to read:

685.070. (a) The judgment creditor may claim under this section the following costs of
enforcing a judgment, which shall not include costs exempted under this title:

(1) Statutory fees for preparing and issuing, and recording and indexing, an abstract of
judgment or a certified copy of a judgment.

(2) Statutory fees for filing a notice of judgment lien on personal property.

(3) Statutory fees for issuing a writ for the enforcement of the judgment to the extent
that the fees are not satisfied pursuant to Section 685.050.

(4) Statutory costs of the levying officer for performing the duties under a writ to the
extent that the costs are not satisfied pursuant to Section 685.050 and the statutory fee of
the levying officer for performing the duties under the Wage Garnishment Law to the
extent that the fee has not been satisfied pursuant to the wage garnishment.

(5) Costs incurred in connection with any proceeding under Chapter 6 (commencing
with Section 708.010) of Division 2 that have been approved as to amount,

reasonableness, and necessity by the judge or referee conducting the proceeding.

(6) Attorney’s fees, if allowed by Section 685.040.



AB 2837 (Bauer-Kahan)
Page 20 of 32

(b) Before the judgment is fully satisfied but not later than two years after the costs have
been incurred, the judgment creditor claiming costs under this section shall file a
memorandum of costs with the court clerk and serve a copy on the judgment debtor.
Service shall be made personally or by mail. The memorandum of costs shall be
executed under oath by a person who has knowledge of the facts and shall state that to
the person’s best knowledge and belief the costs are correct, are reasonable and
necessary, and have not been satisfied.

(c) Within 10 days after the memorandum of costs is served on the judgment debtor, the
judgment debtor may apply to the court on noticed motion to have the costs taxed by
the court. The notice of motion shall be served on the judgment creditor. Service shall be
made personally or by mail. The court shall make an order allowing or disallowing the
costs to the extent justified under the circumstances of the case.

(d) If no motion to tax costs is made within the time provided in subdivision (c), the
costs claimed in the memorandum are allowed.

(e) If a memorandum of costs for the costs specified in subdivision (a) is filed at the
same time as an application for a writ of execution, these statutory costs not already
allowed by the court in an amount not to exceed one hundred dollars ($100) in the
aggregate may be included in the amount specified in the writ of execution, subject to
subsequent disallowance as ordered by the court pursuant to a motion to tax if filed by
the debtor. The memorandum of costs shall contain the following statement: “The fees
sought under this memorandum may be disallowed by a court upon a motion to tax
filed by the debtor notwithstanding the fees having been included in the writ of
execution.” The inclusion of the above costs in the writ of execution or the pendency of
the motion to tax on these costs shall not be cause for the clerk of the court to delay
issuing the writ of execution or for the levying officer to delay enforcing the writ of
execution.

(f) Section 1013, extending the time within which a right may be exercised or an act may
be done, applies to this section.

SEC. 3. Section 703.510 of the Code of Civil Procedure is amended to read:

703.510. (a) Except as otherwise provided by statute, property that has been levied upon
may be claimed to be exempt as provided in this article.

(b) If property in a deposit account that is exempt without making a claim, as described
in subdivision (b) of Section 704.080 or subdivision (a) of Section 704.220, is levied upon,
the property shall be released by the financial institution holding the judgment debtor’s
deposit account within five business days of receiving written notice from the judgment

debtor containing the facts supporting requesting-itsrelease-with-an-explanation-of its

exemption without the necessity of making a claim under this title. The judgment
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debtor’s written notice to the financial institution shall be served via first-class mail on
the judgment creditor or judgment creditor’s attorney of record within five business
days of notice being given to the financial institution. The written notice should be
addressed to the financial institution at the address for the financial institution
identified pursuant to the provisions of California Code of Civil Procedure Section
684.110 (c) or (d).

(c) If property that is exempt without making a claim is levied upon, other than the

property in a deposit account described in subdivision (b)—that—is—exempt—wvithont
wmaking-a-elaim-islevied-upon-the property may be released pursuant to the exemption

procedure provided in this article.

SEC. 4. Section 703.570 of the Code of Civil Procedure is amended to read:

703.570. (a) The hearing on the motion shall be held not later than 30 days from the date
the notice of motion was filed with the court unless continued by the court for good
cause. Where the judgment upon which the writ is issued is for personal debt, as
defined in subdivision (d) of Section 683.110, if the hearing is delayed by the court fes
goeoed-eause and cannot be set within 30 days of notice of the motion, a party may seek
by ex parte application and the court shall issue an order staying any levy or
garnishment with respect to the property subject to the claim of exemption until the
hearing occurs.

(b) Not less than 10 days prior to the hearing, the judgment creditor shall serve a notice
of the hearing and a copy of the notice of opposition to the claim of exemption on the
claimant and on the judgment debtor, if other than the claimant. Service shall be made
personally or by mail.

SEC. 5. Section 703.580 of the Code of Civil Procedure is amended to read:

703.580. (a) The claim of exemption and notice of opposition to the claim of exemption
constitute the pleadings, subject to the power of the court to permit amendments in the
interest of justice.

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

(c) The claim of exemption is deemed controverted by the notice of opposition to the
claim of exemption and both shall be received in evidence. If no other evidence is
offered, the court, if satisfied that sufficient facts are shown by the claim of exemption
(including the financial statement if one is required) and the notice of opposition, may
make its determination thereon. If a claim of exemption asserts that money in a
judgment debtor’s deposit account is or was necessary for the support of the judgment
debtor and the spouse and dependents of the judgment debtor as provided in Section
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704.225, the court shall review the judgment debtor’s financial statement and make
findings thereon. If not satisfied, the court may order the hearing continued for the
production of other evidence, oral or documentary.

(d) At the conclusion of the hearing, the court shall determine by order whether or not
the property is exempt in whole or in part.

(1) Subject to Section 703.600, the order is determinative of the right of the judgment
creditor to apply the property to the satisfaction of the judgment.

(2) I property is exempt without the need for a claim under this title, the court shall
order the return of the exempt property from the levying officer or judgment creditor to
the judgment debtor within five business days of the entry of the order. Where the
judgment upon which the writ is issued is for personal debt, as defined in section
subdivision (d) of Section 683.110, the court shall order the return of any property that
is was exempt without the need for a claim and that was levied upon within the 18 12
months preceding the date of the order on the claim of exemption. Nothing in this
paragraph shall limit a judge’s authority to order for good cause the return of any
exempt property taken more than 12 months preceding the date of the order on the
claim of exemption.

(3) If property is exempt as a result of a claim of exemption, the court shall order the
return of the exempt property from the levying officer or judgment creditor to the
judgment debtor within five business days of the entry of the order. Where the
judgment upon which the writ is issued is for personal debt, as defined in subdivision
(d) of Section 683.110, the court shall order the return of any property that the debtor
has demonstrated would have beenis exempt by claim of exemption and that was levied
upon within the 32 6 months preceding the date of the order on the claim of exemption.
Nothing in this paragraph shall limit a judge’s authority to order for good cause the
return of any exempt proverty taken more than 6 months preceding the date of the order
on the claim of exemption.

(e) The court clerk shall promptly transmit a certified copy of the order to the levying
officer. Subject to Section 703.610, the levying officer shall, in compliance with the order,
release the property or apply the property to the satisfaction of the money judgment.

(f) Unless otherwise ordered by the court, if an exemption is not determined within the
time provided by Section 703.570, the property claimed to be exempt shall be released.

SEC. 6. Section 703.610 of the Code of Civil Procedure is amended to read:

703.610. (a) Except as otherwise provided by statute or ordered by the court, the levying
officer shall not release, sell, or otherwise dispose of the property for which an
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exemption is claimed until an appeal is waived, the time to file an appeal has expired,
or the exemption is finally determined.

(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 make any
orders for disposition of the property that may be proper under the circumstances of
the case, except that such order may not require the release to the judgment creditor of
property that would be exempt without a claim of exemption. The order may be
modified or vacated by the court at any time during the pendency of the exemption
proceedings upon any terms that are just, except that such order may not require the
release to the judgment creditor of property that would be exempt without a claim of
exemption.

(c) If an appeal of the determination of a claim of exemption is taken, notice of the
appeal shall be given to the levying officer and the levying officer shall hold, release, or
dispose of the property in accordance with the provisions governing enforcement and
stay of enforcement of money judgments pending appeal. Where the judgment upon
which the writ is issued is for personal debt, as defined in subdivision (d) of Section
683.110, if an earnings withholding order has been served upon the judgment debtor’s
employer, notice of the appeal shall also be given to the judgment debtor’s employer
who shall, upon receipt of the notice, immediately suspend any further garnishment of
the judgment debtor’s wages for the pendency of the appeal and until ordered by the
court to resume garnishment.

SEC. 7. Section 704.115 of the Code of Civil Procedure is amended to read:

704.115. (a) As used in this section, “retirement plan” means a—plan,—aecount;

(1) Retirement-Private retirement plans, including, but not limited to, union retirement
plans.

(2) Profit-sharing plans designed and used for retirement purposes.

(3) Self-employed retirement plans and individual retirement annuities or accounts
provided for in the Internal Revenue Code of 1986, as amended, including individual
retirement accounts qualified under Section 408 or 408A of that code, to the extent the
amounts held in the plans, annuities, or accounts do not exceed the maximum amounts
exempt from federal income taxation under that code.
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(4) Retirement funds to the extent that those funds are in a fund or account that is
exempt from taxation under section 403, 414, or 457 of the Internal Revenue Code of
1986 as amended, to the extent the amounts held in the plans, annuities, or accounts do
not exceed the maximum amounts exempt from federal income taxation under that code

and are not otherwise exempt under federal law.Peferred-annuity-plans-as-definedin
1 ion (b} of Section 403 of Title 26 of the United-S Code.

(b) All amounts held, controlled, or in process of distribution by a-private retirement
plan, for the payment of benefits as an annuity, pension, retirement allowance,
disability payment, or death benefit from a-private retirement plan are exempt.

(c) Notwithstanding subdivision (b), where an amount described in subdivision (b)
becomes payable to a person and is sought to be applied to the satisfaction of a
judgment for child, family, or spousal support against that person:

(1) Except as provided in paragraph (2), the amount is exempt only to the extent that the
court determines under subdivision (c) of Section 703.070.

(2) If the amount sought to be applied to the satisfaction of the judgment is payable
periodically, the amount payable is subject to an earnings assignment order for support
as defined in Section 706.011 or any other applicable enforcement procedure, but the
amount to be withheld pursuant to the assignment order or other procedure shall not
exceed the amount permitted to be withheld on an earnings withholding order for
support under Section 706.052.

(d) After payment, the amounts described in subdivision (b) and all contributions and
interest thereon returned to any member of a-private retirement plan are exempt.
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(e) (1) Notwithstanding subdivisions (b) and (d), except as provided in subdivision (f),
the amounts described in paragraph (3) and (4) of subdivision (a) are exempt only to the
extent necessary to provide for the support of the judgment debtor when the judgment
debtor retires and for the support of the spouse and dependents of the judgment debtor,
taking into account all resources that are likely to be available for the support of the
judgment debtor when the judgment debtor retires.

(2) For personal debt, as defined in subdivision (d) of Section 683.110, the amount
necessary to provide for the support of the judgment debtor cannot be, unless otherwise
provided by federal law, less than the amount listed in subsection (n) of Section 522 of
Title 11 of the United States Code, as adjusted in accordance with subsection (b) of
Section 104 of Title 11 of the United States Code. The exempt amount may be
aggregated across all retirement plans in the judgment debtor's name. The exempt
amount may be reduced to the extent that such value is attributable to any portion of
any property the debtor disposed of with the intent to hinder, delay, or defraud a
creditor, and that the debtor could not have exempted at the time the debtor so
disposed of the property.

(3) In determining the amount to be exempt under this subdivision, the court shall
allow the judgment debtor such additional amount as is necessary to pay any federal
and state income taxes owed as a result of the application of funds in a retirement plan
to the satisfaction of the money judgment.

(f) Where the amounts described in paragraph (3) and (4) of subdivision (a) are payable
periodically, the amount of the periodic payment that may be applied to the satisfaction
of a money judgment is the amount that may be withheld from a like amount of
earnings under Chapter 5 (commencing with Section 706.010) (Wage Garnishment
Law). To the extent a lump-sum distribution from an individual retirement account is
treated differently from a periodic distribution under this subdivision, any lump-sum
distribution from an account qualified under Section 408A of the Internal Revenue Code
shall be treated the same as a lump-sum distribution from an account qualified under
Section 408 of the Internal Revenue Code for purposes of determining whether any of
that payment may be applied to the satisfaction of a money judgment.

SEC. 8. Section 704.220 of the Code of Civil Procedure is amended to read:

704.220. (a) Money in the judgment debtor’s deposit account in an amount equal to or
less than the minimum basic standard of adequate care for a family of four for Region 1,
established by Section 11452 of the Welfare and Institutions Code and as annually
adjusted by the State Department of Social Services pursuant to Section 11453 of the
Welfare and Institutions Code, is exempt without making a claim.

(b) (1) Subdivision (a) does not preclude or reduce a judgment debtor’s right to any
other exemption provided by state or federal law.
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(2) If the financial institution holding the judgment debtor’s deposit account has actual
knowledge that the judgment debtor is entitled to one or more exemptions that the
financial institution is required to apply pursuant to federal law or state law other than
that set forth in subdivision (a), the following shall apply:

(A) If the sum of the amount of money in the deposit account that would be exempt
from levy under the additional exemptions is less than or equal to the amount set forth
in subdivision (a), the additional exemptions described in this paragraph shall be
considered encompassed within the exemption set forth in subdivision (a) and
subdivision (a) shall apply.

(B) If the sum of the amount of money in the deposit account that would be exempt
from levy under the additional exemptions is greater than the amount set forth in
subdivision (a), subdivision (a) shall not apply and instead money in the deposit
account equal to or less than the sum of the additional exemptions is exempt without
making a claim.

(c) Subdivision (a) does not apply to money levied upon to satisfy any of the following:

(1) A levy to satisfy a judgment for wages owed, child support, or spousal support. For
purposes of this paragraph, “wages owed” includes damages and penalties.

(2) A provision of the Public Resources Code, Revenue and Taxation Code, or
Unemployment Insurance Code.

(3) A warrant or notice of levy issued by the state, or any department or agency thereof,
for the collection of a liability.

(d) A levy against a judgment debtor’s deposit account shall include a written
description of the requirements of this section.

(e) (1) The exemption applies per debtor, not per account.

(2) If a judgment debtor holds an interest in multiple accounts at a single financial
institution, the judgment creditor or judgment debtor may file an ex parte application in
the superior court in which the judgment was entered for a hearing to establish how
and to which account the exemption should be applied. Subject to a service of an order
issued in that hearing, if any, the financial institution may determine how and to which
account the exemption should be applied. This paragraph does not create a cause of
action against a judgment creditor who executes a levy or against a financial institution
that complies with a levy pursuant to the court’s determination.

(3) If a judgment debtor holds an interest in multiple accounts at two or more financial
institutions, the judgment creditor shall, and the judgment debtor may, file an ex parte
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application in the superior court in which the judgment was entered for a hearing to
establish how and to which account the exemption should be applied. Subject to a
service of an order issued in that hearing, if any, the financial institutions shall comply
with the levy subject to the exemption. This paragraph does not create a cause of action
against a judgment creditor who executes a levy or against a financial institution which
complies with a levy pursuant to the court’s determination.

(4) Notwithstanding paragraph (2), if a judgment debtor holds multiple accounts at a
single financial institution, and those accounts cumulatively contain an amount less
than or equal to the amount specified in subdivision (a), the financial institution shall
protect the full amount in those accounts.

(5) Notwithstanding paragraph (2), if a judgment debtor holds multiple accounts at a
single financial institution, and each of those accounts contains an amount less than the
amount specified in subdivision (a) but the accounts cumulatively contain an amount
greater than the amount specified in subdivision (a), the financial institution shall
protect an aggregate amount equal to the amount specified in subdivision (a).

(f) Subdivision (e) of Section 700.140 applies to a financial institution acting under this
section.

(g) The Judicial Council shall amend or adopt all forms necessary to implement this
section. The forms shall clearly delineate the amount of funds exempt from levy by a
financial institution, including funds exempted by this section.

(h) This section shall become operative on September 1, 2020.
SEC. 9. Section 706.021 of the Code of Civil Procedure is amended to read:

706.021. Notwithstanding any other provision of this title, a levy of execution upon the
earnings of an employee shall be made by service of an earnings withholding order
upon the employer and judgment debtor in accordance with this chapter.

SEC. 10. Section 706.022 of the Code of Civil Procedure is amended to read:

706.022. (a) A judgment creditor shall not enforce an earnings withholding order mexre
h 31 ) 0 o h 1 1

: 0—years—a e—date—of-entry-of a—moneyjudgment-asprovided beyond the
period of enforceability as defined in Section 683.020 or wmere—than5-years—after-the
renewal-of such-ajudgment if renewed as provided for in subdivision (c) of Section
683.120. As used in this section, “withholding period” means the period which
commences on the 4530th day after service of an earnings withholding order upon the
judgment debtor with the levying officer, upon actual notice to the employer before the
close of business on the 29th day after the service of the earnings withholding order on
the judgment debtor, the period that commences on the 45th day after service of the
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earnings withholding order on the judgment debtor. The withholding period shall and
whieh continues until the earliest of the following dates:

(1) The date the employer has withheld the full amount required to satisfy the order.
(2) The date of termination specified in a court order served on the employer.

(3) The date of termination specified in a notice of termination served on the employer
by the levying officer.

(4) The date of termination of a dormant or suspended earnings withholding order as
determined pursuant to Section 706.032.

(b) Except as otherwise provided by statute, an employer shall withhold the amounts
required by an earnings withholding order from all earnings of the employee payable
for any pay period of the employee which ends during the withholding period.

(c) An employer is not liable for any amounts withheld and paid over to the levying
officer pursuant to an earnings withholding order prior to service upon the employer
pursuant to paragraph (2) or (3) of subdivision (a).

SEC. 11. Section 706.103 of the Code of Civil Procedure is amended to read:
706.103. (a) The levying officer shall serve upon the designated employer all of the

following:

(1) The original and one copy of the earnings withholding order.

(2) The form for the employer’s return.

(3) The notice to the employee of the earnings withholding order.

(4) A copy of the form that the judgment debtor may use to make a claim of exemption.

(5) A copy of the form the judgment debtor may use to provide a financial statement.

(b) The levying officer shall serve upon the judgment debtor, via first-class mail through
the United States Postal Service, returnreceiptrequested; at the same time or before
serving the designated employer, all of the following;:

(1) The original and one copy of the earnings withholding order.

(2) The form for the employer’s return.

(3) The notice to the employee of the earnings withholding order.
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(4) A copy of the form that the judgment debtor may use to make a claim of exemption.
(5) A copy of the form the judgment debtor may use to provide a financial statement.

()b} At the time the levying officer makes service pursuant to subdivision (a), the
levying officer shall provide the employer with a copy of the employer’s instructions
referred to in Section 706.127. The Judicial Council may adopt rules prescribing the
circumstances when compliance with this subdivision is not required.

(d)+€e) No earnings withholding order shall be served upon the employer after the time
specified in subdivision (b) of Section 699.530.

SEC. 12. Section 706.105 of the Code of Civil Procedure is amended to read:

706.105. (a) A judgment debtor may claim an exemption under Section 706.051 under
either of the following circumstances:

(1) No prior hearing has been held with respect to the earnings withholding order.

(2) There has been a material change in circumstances since the time of the last prior
hearing on the earnings withholding order.

(b) A claim of exemption shall be made by filing with the levying officer an original and
one copy of (1) the judgment debtor’s claim of exemption and (2) the judgment debtor’s
financial statement.

(c) Upon filing of the claim of exemption, the levying officer shall promptly send to the
judgment creditor, at the address stated in the application for the earnings withholding
order, by first-class mail, postage prepaid, all of the following:

(1) A copy of the claim of exemption.
(2) A copy of the financial statement.

(3) A notice of claim of exemption. The notice shall state that the claim of exemption has
been filed and that the earnings withholding order will be terminated, or modified to
reflect the amount of earnings claimed to be exempt in the claim of exemption, 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.

(d) A judgment creditor who desires to contest a claim of exemption shall, within 10
days after the date of the mailing of the notice of claim of exemption, file with the
levying officer a notice of opposition to the claim of exemption.



AB 2837 (Bauer-Kahan)
Page 30 of 32

(e) If a notice of opposition to the claim of exemption is filed with the levying officer
within the 10-day period, the judgment creditor is entitled to a hearing on the claim of
exemption. If the judgment creditor desires a hearing on the claim of exemption, the
judgment creditor shall file a notice of motion for an order determining the claim of
exemption with the court within 10 days after the date the levying officer mailed the
notice of claim of exemption. If the notice of motion is so filed, the hearing on the
motion shall be held not later than 30 days from the date the notice of motion was filed
unless continued by the court for good cause. Where the judgment upon which the writ
is issued is for personal debt, as defined in subdivision (d) of Section 683.110, if the
hearing is delayed by the court fer-geed-eause and cannot be set within 30 days of
notice of the motion, then-a party may seek by ex parte application and the court shall
issue an order staying any levy or garnishment with respect to the property subject to
the claim of exemption until the hearing occurs. At the time prescribed by subdivision
(b) of Section 1005, the judgment creditor shall give written notice of the hearing to the
levying officer and shall serve a notice of the hearing and a copy of the notice of
opposition to the claim of exemption on the judgment debtor and, if the claim of
exemption so requested, on the attorney for the judgment debtor. Service 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 prepaid, addressed to the judgment
debtor at the address stated in the claim of exemption and, if service on the attorney for
the judgment debtor was requested in the claim of exemption, to the attorney at the
address stated in the claim of exemption. The judgment creditor shall file proof of the
service with the court. After receiving the notice of the hearing and before the date set
for the hearing, the levying officer shall file the claim of exemption and the notice of
opposition to the claim of exemption with the court.

(f) If the levying officer does not receive a notice of opposition to the claim of exemption
within the 10-day period after the date of mailing of the notice of claim of exemption
and a notice of the hearing not later than 10 days after the filing of the notice of
opposition to the claim of exemption, the levying officer shall serve on the employer
one of the following:

(1) A notice that the earnings withholding order has been terminated if all of the
judgment debtor’s earnings were claimed to be exempt.

(2) A modified earnings withholding order that reflects the amount of earnings claimed
to be exempt in the claim of exemption if only a portion of the judgment debtor’s
earnings was claimed to be exempt.

(g) If, after hearing, the court orders that the earnings withholding order be modified or
terminated, the clerk shall promptly transmit a certified copy of the order to the levying
officer who shall promptly serve on the employer of the judgment debtor (1) a copy of
the modified earnings withholding order or (2) a notice that the earnings withholding
order has been terminated.
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(1) Where the judgment debtor’s wages are exempt without making a claim, the court
shall terminate or modify the earnings withholding order, and shall order the return by
a date certain of all of the judgment debtor’s exempt wages. Where the judgment upon
which the writ is issued is for personal debt, as defined in subdivision (d) of Section
683.110, the court shall order the return by a date certain any wages that were exempt
without the need for a claim and that were garnished ef-all-of-thejudgment-debtor’'s
exempt-wages for up to 1218 months preceding the date of the order on the claim of
exemption. Nothing in this paragraph shall limit a judge’s authority to order for good
cause the return of any exempt property taken more than 12 months preceding the date
of the order on the claim of exemption.

(2) Where the judgment debtor's wages are exempt as the result of a claim of
exemption, the court shall terminate or modify the earnings withholding order, and
shall order the return by a date certain of all of the judgment debtor’s exempt wages.
Where the judgment upon which the writ is issued is for personal debt, as defined in
subdivision (d) of Section 683.110, the court shall order the return by a date certain any
wages that the debtor has demonstrated would have been exempt by claim of
exemption and that were garnished of-all-of the-judgment-debtor’s-exempt-wages for up
to 126 months preceding the date of the order on the claim of exemption. Nothing in
this paragraph shall limit a judge’s authority to order for good cause the return of any
exempt property taken more than 6 months vreceding the date of the order on the claim

of exemption.

(3) If the court determines that any amount withheld pursuant to the earnings
withholding order should be paid to the judgment debtor, the court shall order the
levying officer or judgment creditor to return the exempt property to the judgment
debtor within five days of the order being entered.

(h) If the earnings withholding order is terminated by the court, unless the court
otherwise orders or unless there is a material change of circumstances since the time of
the last prior hearing on the earnings withholding order, the judgment creditor may not
apply for another earnings withholding order directed to the same employer with
respect to the same judgment debtor for a period of 100 days following the date of
service of the earnings withholding order or 60 days after the date of the termination of
the order, whichever is later. Where the judgment upon which the writ is issued is for
personal debt, as defined in subdivision (d) of Section 683.110, the judgment creditor
may not apply for another earnings withholding order directed to the same employer
with respect to the same judgment debtor for a period of 100 days following the date of
service of the earnings withholding order or 60 days after the date of the termination of
the order, whichever is later.

(i) If an employer has withheld and paid over amounts pursuant to an earnings
withholding order after the date of termination of the order but prior to the receipt of
notice of its termination, the judgment debtor may recover those amounts only from the
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levying officer if the levying officer still holds those amounts or, if those amounts have
been paid over to the judgment creditor, from the judgment creditor. If the employer
has withheld amounts pursuant to an earnings withholding order after termination of
the order but has not paid over those amounts to the levying officer, the employer shall
pay those amounts to the judgment debtor within five business days of the end of the
next pay period.

(j) An appeal lies from any court order under this section denying a claim of exemption
or modifying or terminating an earnings withholding order. An appeal by the judgment
creditor from an order modifying or terminating the earnings withholding order does
not stay the order from which the appeal is taken. Notwithstanding the appeal, until the
order modifying or terminating the earnings withholding order is set aside or modified,
the order allowing the claim of exemption in whole or in part shall be given the same
effect as if the appeal had not been taken.

(k) This section does not apply to a withholding order for support or a withholding
order for taxes.




