#39,30 11/16/72

. Memorandum T2=TT

Subject; Study 39.30 - Wage Garnishment and Related Matters

The Chalrman of the State Bar Committee on Attachment and Related Matters
has indicated that the committee is in oppoeition to one provision of the wage
garnishment recommendation.

The committee objects to subdivisions (c) and (d) of Section 723.101.
Section 723,101 deals with the manner of service under the Employees' Earnings
Protection Iaw, recovery of costs of service, and priorities in the evebt an
cmployer refuses to accept mail semrice,

The approved text of Section 723.101 and Commant thereto is set out as
Exhibit I attached. The State Bar Committee views are set cut as Exhibit II
attached. You will need to resd Exhibit IY with some care to determine what
action, if any, you belisve should be taken vith respegt to Sectlon 723,101

Respectfully submitted,

John H, Dedoully
Executive Secretary



_llenonndm T2=TT
EXHTRIT I

§ 723.101. Service; recovery of costs _

723.101. {a) Service under this chapter shall be by
personal delivery or by registered or certified mail,
-postage prepaid with return receipt requested. When
service is made by mail, service is completed at the time
the return receipt is executed by the'recipient or his
representative. ' _

. {b) Notwithstanding Section 1032.6, except as provided
: in subdivision (c), a judgment creditor is not entitled to
the costs of service under this chapter which exceed the
cost of service by certified mail with return receipt
. requested. ' - . .
" (c) If the employer of the judgment debtor refuses to
: accept service by registered or certified mail, the cost of
. "service by personal delivery may be recovered from the~
" judgment debtor, - e i

(d) Where the employer of the judgment debtor
.refuses to accept service by mail of an earnings.
. withholding order and -the judgment creditor
_siibsei 'zié“_ﬁﬁy serves such order by personal delivery and

- his order is denied effect because an intervening order has
. been given effect, upon application of the judgment
_creditor, the court which issued the judgment creditor his
original earnings withholding order shall make a special
- order directed to the employer to cease withholding
under the intervening order and to comply with the
original order. In these circumstances, for the purposes of
_ Seetion 723.022, service of thé -eriginal order shall be
deemed complete on the date of service of the special
orger directing the employer to comply with the original

- order. )
Comment. Subdivision (a) of Section 723.101 specifies the
. means by which service must be accomplished under this
chapter. ‘Although personal service is authorized, it is
anticipated that the convenience and economy of service by
mrail will result in the getieral use of this method. In any event,
subdivisions {b} and (¢} make clear that, regardless of which
‘means is actually used, the recovery of the costs of service is
limited to the cost of service by certified mail with return
receipt requested unless this form of service is first refused by

" the person being served. Only in such circumstances may the

- -7~ post of personal delivery be recovered. Sée subdiyision (c}.
Subdivision (d) provides certain special rules for problems
which can arise where mail service has beeri refused. For
example, suppose creditor A mails an earnings withheldiig-
order to his debtor’'s employer and the employer refuses to#
accept such mail. Creditor A4 then serves his order by persoial
delivery but, in the meantime, creditor & has seWeq ?n'ordel"
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requiring the withholding of the wages of the same debtor and
B% order has gone into effect. It would be unfair to A to deny
him his priority because of the employer’s refusal. Accordingly,
subdivision (d) permits A4 to apply to the court which issued
A’s original earnings withholding order for an order to the
employer directing him to stop withholding purstant to
- B} order and to give effect to A% earnings withholding order. . .
*So that 4 may have the benefit of a full 120-day withholding,
/A3 earnings withholding order is deemed to have been served
on the date of service of the special court order made pursuant
- to subdivision {d). It should be noted that subdivision {d) only
-preserves the priority which A would have had if the employer
had accepted the muail service. Thus, where the intervening
order is & withholding order for texes, A is not entitled to
displace the taxing agency. Seé Section 723.077. The remedy
provided by subdivision (d) is exclusive. 4 is not entitled to -
recover amounts previously paid to 8 from either B or the
employer, and A% order is not given retroactive effect, .
Special provisions as to when service is complete for
- particular purposes are, found in Sections 723.022 (e)
{withholding period) and 723.023 (b} (priority of orders). Asto
service of withholding orders for taxes, see Section 723.080. -
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November 7, 1972

Mr. John H. DeMoully, Executive Secretary
‘California Law Revision Commiasion .
School of Law - Stanford University -
Stanford, California 94305

-Doar Mr. DeMoully:

Thank you for your letter of November 1, 1972, I am ﬁriting
with particular reference to the second paragraph of that
letter. '

our thoughts regarding 723,101 were set forth in our report
to the Board of Governors dated March 15, 1972, I am en-
closing pages 5, 6 and 7 of that report, for convenience of
reference. .

I have not had an,oppor}unity to poll the Committee for
syggestions beyond those set forth in the enclosed pages.

However, I personally believe that the greatest difficulty
cropped-up in Section 723.101(d). I expect.that the Aiffi-
culty the Committee has pointed out could be eliminated by
simply striking that subsection in its entirety. The

é6 the judgment creditor oomld then be tied in to 723.101({e),
which we feel should be ameisied to provide rights against the
employer, rather than the debtor, 1If rights are granted
against the employer, that will tend to prevent collusion -
between the employee and the employer, and will also remove
the unfairness of charging.'the employee with what might well
be the employer's own wrongdoing. .

However, if the Commission still wishes to koép a procedure
- similar to that set forth in (d), the point being made by
our Committee is not that the law is too complex in that
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Mr. John H., DeMoully
November 7, 1972
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regard, but rather that it is too simple. We feel that it is
not proper to completely ignore the intervening creditor's.
rights when you go about putting together protection for the
purported first creditor. For example, when does the inter-
vening creditor's order "expire™ for purposes of this section
(See §723.107)? Alsc, who notifies the intervening creditor?

1 hope this will clear up the Ad Hoc Cammittee‘s:thoughts to
‘some extent. - o

>
e

. E'C/i ’ {,, 7;_‘ |

"‘a- an—y., Pa anae
Chairman, -
Ad Hog¢ Comm ae.-off Attachments

FFFimge
Enci.



'D. Service by Mail. The Wuvemher #eport approved the -

sugqested form of service by maii tp. 11 of November Report]. which
'i was set forth in 5723 101. That method contemalated service hy fitst.
“ class mail. air mail, registered mail and cert1fied mail. 1
7 Sincerthe Reoort, the LRc has amanded this proposal to
‘ eliﬂinate the nossxbilxty of service by first class or air nail.;.
Upon naking the change ‘it hecame necessary to create rather cnmpli~f:
_ cated nrovisions regardinq what will happen if the emplover refuses;tn“
" 'the certiﬁed or registered mail. (See, 723. 1ﬂ1{d} 7 Unforttmately
| the cumplicatton aoes ﬂuch boyond.the changes which werﬂ maﬁe, and -
points up ‘the fact that elimination of other type- of nail was - ‘f* .
‘Lpnfortunatet- ”he following items are noteﬁ | BERE

| i. | _'(1} &fter commencement of 1itigation, noat phpers
are now qerved by ordinary mail and that seers satisfactorv 1n the :

"ast “ajority of instances., It should he perm*tted here.

“'T"j Ty I decidinq what will happen if the emnloyer

e A e o e

_re*ec*s service by the certifxed or registered mail m»thod, it 18
Viprovided that the cost of personalwservice will be borne by the
~ "judgment debtor.” {S?23.101(c).] But ‘he is, of may be, the lsast
' able. to do so. It ‘seems most.unfair to chque “him when his employgr';
is auilty of the wrongdoing. In some cases there nay well be ' -

' collusion between the enployee and the employer, but that is not

'_'necessarily true. The employer himself riaht be having leual

problens, and might reject all such mail on_ that qround._ It wauiﬂ o
‘be more appropriate to charge thﬂ employer and to have him incur
'liabilitv and become snbjact to the court s jursieiction in a mannar .

e

-gsimilar to §5§544 ana 545, S .' c R ".~;ﬂ




__" j?__;, “_{3} in §723. 101{6) the craditor whose certified or -
':3registerad mail is refused is given. the right to obtain a court |
:;order.f The order will aive him priority over a creditor whose orﬁer

-'is serVed be*cre the first creditor obtains personal sarvice. The
'isuggested procedure, however, does not. o .
7 '. _ {ai_ Provide ‘or any. notice ‘to thn interven-
Ny inq'crgditrr:i | | : | "; -
IR | | (b) Indicate when:tﬁe‘interﬁening_tredittr o
.l can cbtain a new order; - .. _ - . o e
R | {c) Indicate when, if evvr, withholdinn
,undﬂr the intervening creditor g old order can start, or o
. (4) Give the intervening creditor any right
~ to appear at the first creditor’ s‘hegrinn so thatnhe can-protert f

his riﬂht _ : L
' Thprefore, it is recomnended that’ the qtata Bar oﬁpose

an - - s ey ¢ o+ - .

L -......_‘7-,-‘. : -w' VLR

.~ the enactnent of §723. 101 in its prasent forn an& sugnest that
changes be nade to resurrect the possibility of ordinarv and air i .

" mwall, which should allew elininatiar of §721. 101(c} and (d}: ana if

- " that is- not done to amend §723. 101(9) to. charqe the employer and

_ 57235101(d} to protect intervaning creaitors..

-~
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RECOMMENDATION OF THE
CALIFORNIA LAW REVISION
COMMISSION
_ relating fo

WAGE GARNISHMENT AND RELATED MATTERS *

The past several years have witnessed increasingly critical
reviewoftheprooeasofwagemishmentlkadingto
significant judicial ? and legislative * activity—hoth federal and
state—in this area.; The primary cbjective of the messupes
recently enacted at the state and federsl levels has besn
to secure adequate protection for the wage earner's day-~
to-day income through restrictions on the amount of earn-
ings that can be withheld pursuant to a wage garnishment.
In addition, California hms enacted legislation modifying
its archalc multiple levy wage garnishment procedure.

However, bath the rapid pace of recent events and the
involvement of different branches and levels of govermment
have produced conflict and uncertainty. In addition, seri-
ous defects remain in the California wage garnishment pro-
cedure, and the restrictions on the amounts that may be
" garnished do not adequately protect low tneane wage earners,

This recommendation reviews the area of wage garhiahment
and relatﬁd matters and proposes solutians to the provlems
revealed,

s Conwumier Credit Prodoction Act of 1008 (§§ 31-307), 15U 5.C. §§ 16711677
s”éd".‘iub.lmm.mcamulm.mm,m; Cal. Btats. |

1572, Chs, 43, 649"

4. The Nalifornia Law Revisian Commission is actively engaged
in ¢ general revisw of the California statutes relating to
the entire field of creditors’ remedies. This reccmends-

- tion deals with only one agpect of the overall stody.

The Cammissioy submitted s recommendation on wage garnish-
ment and related matters to the 1972 Legislature. See Recw

omendation Relating to Attachment, Garnishment, and Exempr
tions From Exetution: Employees' Earnings Protection Law, 10
Cal. L. Ravision Camm'n Reports 701 lﬁﬂ Senate Bill 88
was introduced at the 1972 Regular Session to effectuats this
recampendation, The bill was not epacted, Upon recamenda-
tion of the Senate Judiciary Committee, {he bill was re-
referred to the Benate Committoe on Rules {0 be amsigned
to a proper campittee for interim study. .

-l-
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MODERNIZATION OF CALIFORNIA WAGE
GARNISHMENT PROCEDURE

Uniform Wage Garnishment Procedure

Under existing iaw, there are four different procedures whereby the
earnings of an employee may be garnished:
(1) In the ordinary case, the judgment creditor obtains a writ of exe-

cution and a public officer executes the levy by personal service on the em~

p_l.oyer.5

(2) Numereous statutory provisions permit meil service of orders to with-
hold an amployee's earnings to secure payment of a delinquent state tax lia-
bility. 6

{3) An order for support of & minor child may be enforced by & ceurt
crder which, when served on the employer, operates as a continuing assignwent
of future wages.7

{%4) The earnings of a public employee may be garnished by filing an abe
stract or transcript of judgment with the employing publie entity.s

For these four procedures, the Commission recommends the substitution
of one uniform procedure enabling the judzment credlitor to obtain and serve

upon the employer an earnings withholding order. The details of this uni-

form scheme are described below.

5. Code Civ, Proc. § 68l et seq.

6. For a listing, see notes 39-41 infra.

T. Civil Code § 4701 (order that employer pay withheld earrnings to county
clerk, probation officer, or other court or county officer). See also
Penal Ccde § 270h {order issued in connection with criminal nonsupport
procesding).

8. (Code Civ. Proc. § TiO.
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Continuing I.évy

Code of Civil Procedure Section 682.3 provides that
the levy of a writ of execution upon the earnings of a
debtor imposes a continuing duty on the debtor's em-
ployer for a specified perliod to withhold and pay over
the required amounts to the levying officer. This con-
tinuing levy procedure, as presently enacted, has gig-
nificant problems.

The major drawback of the continuing levy is that it gives a
preferred position to the creditor who first resorts to legal !
process to enforce his claim.® ¥ the levy is given effect :
indefinitely; the debt is large, and the debtor’s earnings modest,
subsequent creditors may be postponed for substantial periods
of time. Sorre compromise between multiple levies and an
unlimited continuing levy is necessary. Section 682.3 provides a
basic 90-day period; however, subsequent creditors re given no
priority when a prior levy expires. The prior.creditor knows
precisely when his prior levy will expire and accordingly when
the next levy must be served to renew his priority. Thus, Section
6823 may, in practice, be used to secure an unlimited ..
preference. : <o

A significant oversight in the legislation providing
for the continuing levy was its failure to mseke the pro-
cedure applicable to garnisiment of earnings of public
erployees., In the case of a public employee, the credi-
tor can garnish only smounts cowing to the employee at the
time the abstract or transcript of judgment is served on
the public entity.’® Typically, therefore, to satisfy his
Judgment, the creditor is required to levy on wages a mmber

* The statement in the text nsumrsﬂmttheﬁrstcredimrtobvyﬂwmbylchieves;s'
griority over other creditors. Section 6523 fails to deal with the question of priority
of creditors, Subdivision (d) of Section §90.5, however, provides that “the court
shall dstermine the priority and division of payment among all of the creditors of
& delstor who huve levied an execution upon nonexempt earaings upon such basis
us Is just and equiteble.” This latter provision may be interproted hodqtplymun
“Brst in time, Hest in right.” On the other hand, if subdivision {d} requires appor-
tionment batween esch of several creditors whe have served & continuing levy, it
could impose intolerable administrative burdens on both the judicial system and
employers subject to levy. The Commiasion reconmends that the stat-
ute make clear that an earnings withholding order
in effect precludes subsequent garnishments during
Jdts term of effectiveness except in the case of sup-
port or tax orders. Bee discussion in the text, infra,
under "Orders for Support or for the Colliection of

State Taxes.”

10, Code Civ. Proc. § 7IO0. Section 710 makes clear that
the public employee iz entitled to the benefit of state
and federal restrictions on the amount of earnings that
can be garnished, :

«3-



of tides. Such multiple levies impose an unreasonable cost and nuisance
burden on debtors, creditors, public entities, and the courts.

Hardships on employers are alsoc caused by the existing continuing
levy scheme. The employer must withhold on earnings due at the time
of service of th= order. In the case of a large hbusiness, this can cre-
ate serious problems of compliance., Moreover, the employer must pay
amounts withheld over to the levying officer each time earnings are with-
held, requiring numercus bookkeeping transsctions for what are freguently
small amounts.

The Commission reccmmends that a levy on the earnings of any employee,
public or private,be made pursuant to an earnings withholding order and
that an order generslly be in effect for no longer than 120 days,l1 at
the end of which time the creditor who secured the corder would be precluded
for & ghort period {10 days) from serving on the same employer ancther
order based on the same debt. This moratorium period would permit an-
other creditor to intervene with an order based on his debt, which order wguld
then continue in effect for a 120-day pericd. Likewise, the employer
should not be required to withhold earnings for any pay period that ends
before the expiration of five days from the date of service of the ordef,
thus easing the problems of compliance and computation. The Camission
also recommends that the employer be permitted to pay over monthly any
amounts withheld rather than at the time of egch withhoiﬁing. Written
instructions and forms should be provided to the employer.so that the

operation of the continuing levy procedure will be clear.

1l. The period of 120 days was selected because the Commission was ad-
vised it would be adequate to permit complete satisfaction of the
majority of consumer debts. The 120-day rule should not apply to
orders for support or for the collection of taxes. Such orders
should, until satisfied, have a continuing priority over sll other
cbligations. See discussion in the text, infra, under "Orders for
Support or for the Collection of State Texes,"

4



Service by Mail
California law presently requires that writs of execution be
levied by a sheriff, constable, or marshal.’* However, the use of
the sheriff or marshal as a high-priced messenger when a
creditor is attempting to reach an asset like earnings is generally
an extravagant waste of time and money.*® The United States

Postal Service can perform the same task for a very modest

cost. It is in the interest of creditors (who must ad-
vance the costs of personal service), debtors (who must
ultimately bear tEe costs of personal service), and the
public generallyl that the function of service be per-
formed in the most efficient and economical manner.

Experience demonstrates thet peracnal service is not
B necessary element in wage garnishment procedure. Repre-
sentatives of the Frarchise Tax Board report that no
.gignificant problems have resulted from the use of mail
service for orders to withhold earnings for delinguent state
taxes. Furthermore, the procedure that permits a creditor
to garnish earnings of a public employee by filing an ab-
stract or transeript of the judgment with the public ene
tity appears to have worked well even though the filing .
is by the creditor as distinguished from personal service = .
by a sheriff, marshal, or constable. The law provides
adequate remedies--such as citation for contempt and lia-
bility for abuse of process--to protect againat any pos-
sible abuse of the mail levy procedure.

For these reasons, the Camission recommends that serw
vice by mail of the various applications, notices, and
orders required under the wage garnishment statute be
authorized and thet recovery of the cost of personal ser-
vice be permitted only where mail service has been refused.

Employer's Service Charge

The continuing levy procedure should substantially reduce
the collection burdens imposed on employers.!* To alleviate
these burdens further, the Commission recommends that an
employer be authorized to deduct a one-dollar service charge
from the debtor’s earnings each time that the employer is
required to withhold on behalf of the creditor pursuant to g
withholding order.
" Copg Civ. PROC, §§ 682, 547,
12 The fses charged by the levying officer niay include a fee (35) for service of the writ

Govr. ConE § 26722}, an additional collection fee {not less than $1) (Govt. Cobe
éwm),andczarges for mileage ane-way at ?Ocenuamile_ {Gpvr. Cope 525746}

E Despiié.lhe fact t;attm sheriffs and marshals charge z fee for each levy made, it has

been estimated that the county—its taxpayers—pays 30 to 50 percent of the ex-
penses of collection. Brunn, supra note 1, at 1222, .

2% It has been estimated that, in 1968, employers in Los Angeles County alone expended
nearly two million dollars to process wage garnithments——or slmost 820 per pay-
check garnished. See Western Center on Law & Poverty, supra note 1, at 7. Present
law provides virtually no relief to the employer from this burden. See CrviL Cope
§ 4701 (employer muthorized to deduct the one-dollar service charge for cach
payment made puenmnt to chiki support order); Cope Crv, PRoC. § 710 {author-
izes public ernployer to deduct $2.50 service charge where required to comply with
levy made pursuant to that section}.



Ex Parte Application; Judicial Review _
Assuming that adequate limitations on the amount which
may be garnished are provided automatically,!® the
Comumission recommends that the levy procedure continue to
be initiated by the creditor upon ex parte application.
Provisions for notice and a preliminary judicial hearing in all
cases would make the procedure unnecessarily complicated and
expensive for all parties. Although the order requiring
withholding of earnings should be issued ex parte, provision
should be made for an expeditious judicial hearing as to whether
the debtor is entitled to an exemption of all or a portion of his
earnings on the grounds of hardship " or whether the order
should be modified or terminated for some other reason. The
gebtor should be given adequate notice of his right to such a

earing. ' .

PREJUDGMENT RESTRICTIONS ON WAGE
GARNISHMENT

In June 1969, the United States Supreme Court in Sniadach v.
Famifly Finance Corp'® held that the prejudgment
garnishment of wages under a Wisconsin statute constituted a
taking of property in violation of the due process requirements
of the Fourteenth Amendment to the United States
Constitution. Six months later, the California Supreme Court,
relying on Snizdach, held in McCallop v. Carberry*® that
California’s then existing prejudgment wage garnishment
procedure also constituted a taking of property in violation of
procedural due process. In an sttempt to conform to the
relatively narrow holdings in these cases, Section 890.6 of the
California Code of Civil Procedure was amended in 1970 to
exempt from levy of attachment “alf earnings” of the debtor
derived from his personal services.?® More recent decisions of
the California Supreme Court have placed substantial
constitutional limitations on prejudgment  attachment
procedures- generaily.3! Regardless of what revisions in these
procedures are made to satisfy these limitations, the
Commission recommends that the-complete and automatic
exemption of earninge from garnishment pursuant tb
prejudgment attachment procedures be retained.

i*Sec the text, fnfw, under “Postiudgment Restrictions on Wage Garnishment.™

37 Sue the test, infra, under “Hardship Exemption.” )

' 305 1.5, 337 (1966). ' -

3 Cal.3d 900, 484 P.2d 129, 83 Cal, Rptr. 866 (1970},

30 Cyl. Stats. 1970, Ch. 1533, § 19 (eraphasis added), »

# See, e.g, Randone v. Appellate Department, 5 Cal.3d 538, 488 P23 13, 96 Cal. Rptr.

-
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POSTJUDGMENT RESTRICTIONS ON WAGE
GARMISHMENT

Intreduction

At the same time that prejudgment garnishment of wages
received the scrutiny of the courts, wage garnishment
generally—including garmishment under postjudgment levy of

execution—was the subject of Congressional action. Title 111 22
was incorporated into the federal Consumer Credit Protection
Act of 1968 restricting the “garnishment” 23 of “earnings” 2% of
a debtor to certain limited amounts *>—basically 25 percent of
“disposable earnings.” 3% These restricions were made
applicable nationwide, effective July 1, 197037
Subdivision (a) of Section 303 of the federal act provides, in
part: 13
(a} ... [TThe maximum part of the aggregate disposable
earnings of an individual for any workweek which is
subjected to garmishment may not exceed :
(1) 25 per centumn of his disposable earnings for that
week, or
(2) The amount by which his disposable earnings for that
week exceed thirty times the Federal minimum hourly
wage prescribed by section 6(a){l) of the Fair Labor °
Standards Act of 1938 in effect at the time the earnings are
payable [currently $1.60]
whichever is less.

Th1s means that, if an mdmduals disposable earnings for &

.workweek are $48 or less, his earnings may not be garnished in

any amount. If his earnings are between $48 and $64, the entire
amount above $48 may be garmshed Above $64, the 25percent
rule applies. Where debtors in low income brackets are

1 18 US.C. §§ 16T2-1677.
2 Subdivision: (c) of Section 302 of the act (15 US.C. § 1672(c)) provides:

(¢} The term “garnishment” raeans any legal or equitable procedure through
which the earnings of any individual ars required to be withheld for peyment of
any debt,

¥ Subdivision (a) of Section 302 of the act (15 US.C. § 16T2(2}) provides:

{a) The term “earnings” means compensation paid or payable for personal
services, whether denominated as wages, salary, commission, bonus, or other-
wme, and includes periodic payments pursuant 1o a penmn or retirement pro-

5 See Ctmsumer Credit Protection Act of 1963 (§ 3034a), 15 US.C. § 1673(a)).
# Subdivision (b} of Section 302 of the sct (15 US.C. § 1672(b)) provides
(b} The term “disposable earnings™ meanstlmpartoftheenmmgsofmy
individual remaining after the deduction from those earnings of any amounts
reguired by law to be withheld.

37 The federal act specifically provides that “no court of . . . any State may make, execute
or enforce any order or process in viclstion of this section.™ 15 US.C. § 1673(c).
Hence, the conformity of & state law may be chellenged in either a state or & federsl
court if the state enforces a garnishment statute that fails ko conform to the federal
minimum requirements. To provide some measure of uniformity, the Cslifornia
Legitlature amended subdivision (b} of Section 890.6 of the Code of Civil Proce-
dure to exempt from levy of execation such portion of a debtor's earnings “as is
allowed by statute of the United States.” Cal. Stats. 1870, Ch. 1523, § 19.

)5S US.C. § 1673(a).

-



concerned, the protection afforded by the federal law seems
inadequate to permit even a subsistence level of existence for
a debtor and his family faced with the high living costs
prevailing in California.

To this deficiency in the federal law must be added the
difficulty of determining what constitutes ‘“disposable
earnings.” The federal law defines “disposable earnings” as
those earnings remaining “after the deduction . . . of any
amounts required by law to be withheld.” % The latter amounts
include amounts withheld for federal and state income taxes,
federal social security, state disability insurance, and
contributions to public retirement funds. Less clear is the
treatment of wage assignments. Amounts apparently not
deductible include deductions for union dues and for private
hegrlth and retirement plans. The ambiguities that exist can
impose a difficult burden on the employer who must determine
what part of his employee’s earnings are subject to garnishment.

Even where the disposable earnings test can be clearly
applied, the results achieved can be disturbing. For example,
amounts withheld for income tax purposes are clearly
deductible in determining “'disposable earnings.” Presumably,
this would perimit a debtor who does not choose to claim all his
exemptions to shield a certain amount of his earnings from his
creditors. On the other hand, a debtor claiming a greater
number of exemptions will have less withheld and, therefore,

~ more subject to garnishment. Thus, a debtor with a large family.
and greater needs may have more earnings garnished than a
si:gliz debtor with the samne gross income but with more limited
n _

Recommendations

To alleviate the problems ocutlined above, the Commission
makes the following recommendatious. -

Basic Restrictions; Withholding Tables

The S amount of a debtor’s
earnings subject to withholding by the employer under 2 wage
garnishmentbe limited by statute. The statute should prescribe
a formula under which definite amounts would be deducted for
federal and state income taxes, social security, and state
disebility insurance. Similar deductions are made under federal

1S US.C § 1672(b).
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law; however, thess deductions are based on the actual
deductions taken fron: the wages of the particular debtor. Un~
der the formuls propneed, the deductions for
gould) federal and stete incorie taxes;be based on the amount that
would be withield fzom th.¢ gross earnings of a single person
who claims uae tax exemption.
In addition to the Jdeductions lisied abovepq

¢an additional deduction—based on the
federal minitoum hourly wage——  gallowed in determining thg@

amount of a debtor’s earnings which are subject to garnishment.
This additiona! deduction for any workweek would equal 30
timer the federal minimum Lourly wage. After making these
deductions, 25 percent of the
. earniags remaining (fe, the debtor’s “nonexempt earnings”)
should be subject to withholding under an earnings withholding order,
Fixing the deductions in the manner stated permits the
preparation of withholding tables prescribing  the
maximum amount of earnings that may be withheld from a

given amount of gross earnings. An employer would not need. .

to make computations but would merely . refer to the ~
tables to determine the amount he is required to withhold

under an earnings withholding order. For further assist-

ance %o the employer, the Judicial Council should be

required to prepare withholding tables for weekly, monthly,
and other common pay periods. A ereditor serving an earnings
withholding order shouid be required to accompany the order
with a copy of these tables.3

© Table 1 - indicates the approximate amount that
would be withheld under the - proposed
statute: - as compared to the

approximate amounts that would be withheld under existing
California law (and the federal Consumer Credit Protection
Act (CCPA)Y).

30. In order that the employer will not be required to
withhold less than $10, the 25-percent rule
should be qualified as follows: Where the non-
exempt earnings for any workweek are less than
$20, nothing should be withheld; if the nonexempt
earnings for the workweek are $20 or more, $10
plus 25 percent of the nonexempt earnings in
excess of $20 should be withheld.

31, The Judicial Council should be suthorized to dig-

pense with this requirement in cases where the
employer already has this information.
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Table 1. Withholding Comparison Table

Deductions have been made for federal and state income tax withholding, social
security, and state disability insurance. No deduction has been made for
contributions to public retirement systems. The state income - tax deduction
is based on withholding tables for 1972. The federsl social security tax -
rate is 5.5% on the first $10,500 of annual gross sarnings. The state dise-
ablility insurance rate is 19 on the first $7,400 of annual gross earnings. -
The amcunts shown as disposable earnings in this teble are based on a full
deduction for social security and disability insurance respectively even
though, under present law, in the higher earnings brackets this amount would
not be deducted during the entire year. The amounts to be withheld are coms
puted using & $1.60 minimum wage. The one-dollar service charge, which an
employer would be entitled to make for each payment under the Commission's
proposed legislation, is in addition to the amount listed in the table.
("CCPA™ = Consumers Credit Protection Act of 1968.)

EXISTING LAW prOPOSED. |
SIATLIE
CROSS EARNINGS SINCLE FERSON ‘| MARRIED + 2 CHILDREN MABRIED + GCHILDREN
{nueklysasnval) {cleiming G exemprionss felaiming f exemptions} {claiming fexemplions) Amoyat ‘
) Awount Amount Amount | withbeid
Disposalie uvthbeld Disposable | withheld Dispossble | withheld
raringr {CCFA} sarnings fOCPA} - garnings fOCPA)

$60/3,020 | $47.50 [ ~0- | $56.10°] $8.10 | $56.10 | $8.10 ~0-
7073640 54.85 | $6.85 { 65.05 | 16.26 | &5.45 | 16.36 -0-
80/4,160 61.90| 13.90 { 73.00 | 18.25 | 7h.80 | 18.70 -0-

83/4,316 | 64.31| 16.08 | 75.51 | 18.88 | 77.61 1 19.40 =0
84/4,368 | 64841 16,21 | 76.24 | 19.06 | 78.54 | 19.64 |$10.00

90/4,680 £8.95 17.24 B0.95 20,24 8h.15 | 21.0k4 11.00
100/5,200 75.60 | 18.90 | 88.60 | 22.15 | 93.50 | 23.38 | 13.00

110/5,720 82.55 | 20.64 96.35 | 2k.09 § 10285 { 25.71 15.00

120/6,240 89,401 22.35 | 104,10 | 26.03 | 112.20 | 28.05 16.00
135/7,020 99.73} 24.93 | 115.73 { 28,93 | 124.63 ] 31.16 19.00
150/7,800 109.35 | 27.34 | 126.75 { 31.69 | 136.15 | 34k.0k 21.00

 170!8,840 122.85 | 30.71 | 1k1.85 | 35.46 | 151.65| 37.91 | 25.00

200/10,400 | 1b2.50 % 35.63 { 164,10 ) 4L.03 | 173.90§ 43,48 30.00
250/13,000 | 173.15 ] 43.29 | 199.85 | 49.96 | 210.95 | 52.7% | . 37.00

300/15,600 | 200.80 | 50.20 | 232.90 | S8.23 | 2U6.60 | 61.65 I, 00
400/20,800 250.50 | 62.63 | 295.40 1§ 73.85 | 310.80} 77.70 57.00
600/31,200 349.20 | 87.30 1 Loz.70 [ 100.68 § 424,10 { 106.03 82.00
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Table 2 " demonatrates that a major
benefit of the Ccamission's proposals is to permit . -
a low income debtor to retain a greater portion of his earnings
than is permitted under existing law,. thereby virtually
eliminating his need to claim an exemption based on hardship
for a greater amount of his earnings. This will not only protect
an unsophisticated debtor unable to follow the :procedures

necessary to exernpt additional earnings, but it will also avoid
burdening the courts with claims of exemption. Because the
amount of eernings withheld for the creditor is the same for all
debtors with the same gross income, regardiess of family size,
the debtor who has claimed more than one dependent for tax
purposes wili have an actual take-home pay greater than that of
a .single debtor with the same gross earnings. The
recommendation, in this way, recognizes and accommodates
the greater need of the debtor with dependents.

-11-



Table 2. Disposable Earnings After Garnishment

Table assumes that employse is under social security and state disability
insurance. If ne is noi, disposable earnings after garnishment would in- .
crease by about 5% for social security and 14 for state disability insur-
ance. Source: Table L,

dﬁgwg:agmmy MARRIED +2cﬁﬂpkgﬁ' MARRIED +£crffl.pﬂzv‘
CROSS EARVINGS felaiming Qesemptions! . {elaiming 4 tzemptions) fnhmingﬁﬂmmf )
. fweblyfenniall | Bxisting | Proposed Existing | Proposed | Existing| Proposed
law statute law statote law statyte '
$60/3,120 $47.50 | $47.50 C$48.00 | $56,00 1 $u8.00 56.10
70/3,640 48.00 ﬁ L8.79 63,05 Lo.0g \ 4
80/4,160 48.00 890 54,75 73.00 56.1Q 74.80
83/4,316 48,23 6k, 31 56.63 75.51 s8.2r | 77.61
B./k,368 | 18.63 | SBG 57,18 | h.oh 58.90 | &85k
90/4,680 51.70 | 57.95 60.71 | 69.95 63.11 1
100/5,200 56.70 32_22 £0 66.45 75.60 70.12 :3(303%
110/5,720 6L.91 67.55 72.26 81.32 77.14 §7.85
120/6,240 67.05 | . 73.k0 78.07 88.10 8l.1 96.20
135/7,020 |  74,.80 80.73 86.50 96,73 93.&3 105.63
150/7,800 82.01 . .35 95.06 105,75 102.11 115.15
170/8,840 1" 92.14 97.85 106.39 116.85 113.74 126,65
200/ 10,400 106,87 112,50 123.07 134.10 130,42 143.90
250/13,000 125,86 134.15 149.89 162.85 158.21 173.95
300/15,600 150.60 156.80 174,67 1.88. 184.95 202,
400/20800 | 187.87 193.50 221,55 ﬁ 233.10 _253,5%
600/31,200 261.90 267.20 302.02 320.70 318.07 342.10




Hordship Exemption .

In the past, California has theoretically taken a more flexible
approach to the protection of earnings than that evidenced by
the federal law. Under subdivision {¢) of Section 690.6 of the
Code of Civil Procedure, a debtor may protect from execution

Ali earnings of the debtor received for his personal services
rendered at any time within 30 days next preceding the .

date of a withholding by the employer under Section

682.3, if necessary for the use of the debtor's family
residing in this state and supported in whole or in part by
the debtor, unless the debts are: - _

(1) Incurred by the debtor, his wife, or his family for the
common necessaries of life.
. . * »

In actual practice, the exemption provided for earnings
necessary for the use of a debtor’s family has proved to be of
- little value to the debtor. In order to obtain the exemption, the
debtor must follow the procedure outlined in Section 690.50. If
the creditor alleges that the debt was incurred for “common
necessaries,” there follows a process of affidavit,
counteraffidavit, hearing, and possible appeal; all of which takes
time, effort, and some sophistication, and still may end with the
debtor denied money currently necessary for his family's
support. Perhaps, as a result, comparatively few debtors have
availed themselves of the exemption although many more
appear to be eligible for it.33 ‘

The ission recommends that the “common necessary”
exception be eliminated, that the procedure for claiming an
exemption of an additional amount essential for support of the
debtor’s family be simplified, and that the availability of this
right be made clear to the debtor. However, in recognition of
the greater liberality provided in the basic exemption, a stricter
standard—"essential for support”—should be provided to make
clear ‘that the exemption is only intended for use i
extraordinary circumstances and is not intended to shield a
debtor from_ his judgment creditors while maintaining other
than an austere life style. Only such additional amount s s
required for the maintenance of a basic standard of living

should be exempt. These matters should be deter-
mined by reference to a full financial statement
supplied by the debtor seeking the exemption,and
the creditor should be supplied with a copy of the
Tinancisl statement before the time of the hearing.

“SaeWmCenmonlmv&Pwerty.ﬂmmnom l.at&iwlﬁmwﬂm
_ supra note 1, at 1219, R -



ORDERS FOR SUPPORT OR FOR THE
COLLECTION OF STATE TAXES

introduction

Subdivision (b) of Section 303 of the federal Consumer Credit
Protection Act specifically exempts (1) “any order of any court
for the support of any person’ and (2) “any debt due for any
State or Federal tax” from the restrictions imposed on the
amounts permitied to be withheld from earnings in the
collection of all other types of debts?® The legislation
recommended by the Commission recognizes the special
nature of these two types of debts.

Ordes for Support

Enforcement of orders for support is accomplished in a
variety of ways under existing law.* Perhaps most comamonly,
compliance is achieved under the threat of the exercise of the
court’s contempt power; however, execution may be levied for
unpaid, accrued amounts.? In addition, a court may enforce
an order for child support by ordering a parent to &&=
sign futore wages, which ordgg cperates as an assign-
ment and binds the employer. Such order remsins in
effect until modified or revoked by the court. Regard~
less of the enforcement procedure followed, orders for
support are not generally subject to any fixed limita-
tions37 and obligations for support are often accar%gd
some measure of priority over other types of debis,

"33, See 15 USC. § 16730 1), (3). ‘

3. See, eg, CiviL CoODE § 4704 WELS. & INsT. CoDE § 11488,

a5 Sew, ey, Rankins v. Bankins, 52 Cal. App.2d 231, 126 P23 125 (1942).

36. Civil Code § 4701, See also Penal Code § 270h
{assignment order for support issued in connec-
+ion with criminal proceeding for failure to sup-
port spouse or minor children).

37. See Civil Code § 4701 (exemption for 50f of person’s
earnipgs not available against execution issued
" upon & judgment for suppost). But sse WELF. & INST, CoDE § 1489 {exemption
hmﬁgmymmﬁmmup@mﬂmmtmmfmﬁdmd&m&
ent child).

28, See, e.g., Civil Code § 4701 (court ordered wage Be-
signment has priority as agelnst any garnistment or
other assignment unless otherwise ordered by court};
Code Civ. Proc. § 690.6 (earnings necessary for sup-
port of family exempt from execution).

=1l
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In place of the procedures for reaching earnings
through execution or inveluntsry assignment s the Com-
mission recommends a general procedure for continuous
withholding by employers for support. Specifically,

“should be authorized to issue an earnings withholding order
to enforce a prior order or judgment for the support of any
person, including a former spouse of the debtor. The order
should continue in effect until terminated by the court; it should
be unrestricted in amount (atthough the debtor shouid be
permitted to have the order reduced by the amount he proves
is essential for the support of himself or his present family); and
the order should be given priority over all other earnings
withholding orders. An order for support should not, however,
preclude simultaneous withholding under another order if the
debtor’s income is sufficiently large to enable withholding
under both. '

The recommended procedure would provide an efficient
and economical method to compel persons who have support
obligations to keep those obligations current. At the
same time, the support obligor would be given adequate
protection against wage garnishment on an ordinary judg-
ment. The Commission anticipates that lawyers and the L
courts will recognize the benefits of the procedure and
that its use in marriage dissolution cases where appro-
priate will make judgments for delinquent support pay-
ments relatively rare. Dependents are often reqguired to
seek welfare benefits because support payments are not
made when due; and, when such payments are not kept cur-
rent, it is often impossible to recover the past due pay-
ments fram the support obligor.

Tax Orders

Under existing law, there are a number of procedures for the
collection of unpaid, delinquent state taxes:

(1) The tax liability can be reduced to judgment: and,
subject to the various exemptions from execution, the judgment
can be collected in the same way any other judgment is
collected.

(2) A warrant® which has the same effect as a writ of
execution, can be issued by the taxing agency. Collection under
such a warrant also is subject to the same exemptions as a levy

_ of execution.° ' :

** Provisions that authorize issuance of such warrants are: UNEMP. INS. CODE § 1785
{unemployment compensation conttibutions); REV. & Tax. CoBE §§ 5776 (sales .
-and use tazes), 7881 (vehicle fuel license taxi, 9001 {use fuel tax), 10111 {motor
“transportation tax), 16071 (gift tax}, 18906 {personal income tax), 26191 {bank and
corporation taxes), 30341 (cigarette tax), 32365 (alcoholic beverage tax). See also
REv. & Tax. CoDE § 14321 {inheritance tax).
“ See CobpE Civ. PROC. § 650.51. :
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(3) A notice or order to withhold 4t may be given by mail
to any person who hag in his possession or control any credit or
other personal property or thing of value belonging to the
person alleged to be liable for the tax, and such person may not
- dispose of the property without the consent of the taxing agency
unless the tax is paid in full. This is a type of attachment
procedure. The person notified is required to make a report to

the taxing agency of the credit or other personal property being
withheld within a few days after receipt of the notice. The
personal income tax law and bank and corporation tax law
contain a significant additional feature: They require the person
holding the property to deliver it to the Franchise Tax Board up
to the arnount of the delinquent taxes. In contrast with the
warrant procedure, there are no exemptions applicable to
property required to be withheld and delivered to the 42
Franchise Tax Board pursuant to these two provisions.
Accordingly, the board is encouraged to use this third
-alternative whenever it is available. The Commission has been
advised that, in some cases, an employee’s entire paycheck has
‘been withheld and paid over to the Franchise Tax Board for
delinquent personal income taxes, leaving the employee with
noti:ling from his current earnings to cover the basic needs of his
family. - _

These tax collection procedures should be integrated with thé
procedures provided generally for levy upon an employee’s
eamings. While the protection of the public fisc justifies the
preferential treatment of tax orders, it does not justify
summarily depriving a tax debtor of the means for the current
support of his family. The Commission recommends that taxing
agencies which are authorized to issue warrants or notices to
withhold be authorized to issue directly (without application to
the court) withholding orders for the collection of state tax
liabilities. The amount withheld under such orders should be
limited generally to not more than twice the amount
that would be withheld under en ordinary earnings
withholding order. In addition, the tax debtor should be
permitted to claim an additional amount as “essential for the
support of himself or his family.” The taxing agency should also
be authorized as an alternative to apply to the court for an order
requiring the debtor’s employer to pay all earnings other than
that amount which the kaxpayer proves is essential for the
support of himself or his family. Orders issued under either
procedure should have priority over all other earnings
withholding orders except orders for support. However,
regardless which procedure is followed, the tax liability should
be required either to be shown on the face of the debtor’s tax
return or to have been determined in an administrative or
judicial proceeding at which the tax debtor had notice and an
opportunity to be heard.

* 4y Provisions that authorize the giving of a notice to withhold are: UNEMP. INs. CODE
§ 1755 {unemployment compensation contributionst; REV. & Tax. Cong §§ 5702
(sales and use taxes), 85t (vehicle fuel license tax), 8952 (use fuel tax}, 10081
{Motor transportation tax), 11451 {private car tax), IGI0I (gift tax) , 18807 {personal
income tax), 26132 {bank and corporation taxes), J311 (cigarette tax}, 32381 tal-
cobedic baverage tax). :

42. Green v. Franchise Tax Board, 27 Cal. App.3a 38,
_ Cal. Rptr. ___ (1972).
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STATE EXEMPTION FROM
FEDERAL LAW; STATE ADMINISTRATION

The federal Consumer Credit Protection Act invites each
state to enact its own resirictions on the garnishment of
earnings and to undertake its own enforcement of these
provisions.* The advantages of exemption seem apparent.
Nothing is gained by having two sepatate garnishment
restriction laws, one state and one federal. An exemption from
the federal restrictions would permit California debtors,
creditors, and employers to refer to only one body of law to
determine the extent to which earnings are subject to
garnishment. To gain exemption, a state must enact a law with
provisions at least as protective fo the individual as the federal
law.* " To obtain the exemption, a representative authorized
to act on behalf of the state as a liaison with the federal
administrator must be designated. The designated official
should also be given the duties of rule making and similar

administrative tasks. The Commission recommends that the
Judicial Council be given these respongibilities.

: also

To achieve uniformity, the Judicial Council shouldpbe
authorized to prescribe forms necessary to carry out the
prescribed procedures. : : '

43 Saction 308 of the act (15 TJ5.C. § IETH) provides

305. The Secretary of Labor may by regulstion exempt from the provisions of
Section 303 (z) garnishments issusd under the laws of any State if he determines
that the laws of that State provide restrictions on garnishment which are substan-
tiglly similar #o those provided in Section 303{a). i

#120 CFR. § 87051 (1970) provides: : )

87051, (r) It is the policy of the Secretary of Labor to permit exernption from
section 303 (a) of the CCPA garnishments issued under the laws of a State if those
taws considered together cover avery case of garnishrent covered by the Act, and
if those laws provide the same or greater protection to individuuls. Differemces in
text between the restrictions of State Jaws and those in section 303{x) of ths Act
gare not material so long as the State laws provide the same or greater restrictions
oa the garnishrmant of individuals” earnings.

{b) In determining whether State-regulated garnishments should be exempted
from section 303(a) of the CCPA, or whether such an exemption should be ter-
minated, the iaws of the State shall be examined with particular regard to the
classes of persons and of transactions to which they may apply; the formulas pro-
vided for determining the maxirmn part of an individual’s awmings which may be
subject to garnishment; restrictions o the application of the formulas; and with
regird to procedural burdens placed ¢n the individual whose carnings are subject
to . ‘

garnithment.
{¢) Particular sttention is directad to the fact that subsection (a) of section 303,

when considered with subsection (¢} of that sectiom, is read as not requiring the
mising of the subsection {a) restrictons ar affirmative defenses in garmnishment
procsedings,
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" RELATED PROBLEMS

Paid Earnings

Code of Civ?l Procedure Section 690.6 protects earnings "received”
by the debtor."> However, this exsmption is combined with the levy
procedure provided by Section 682.3 in a way which may make the ex-
emption of "paid" earnings unworkable, To exempt earnings payable
by an employer but to permit those same esrnings to be taken on levy
of execution as soon as they pass into the hands of the employee-
debtor would be poor public policy. Accordingly, the Cammission
recommends that earnings of the debtor which have beeﬁépaid to him
and are retained in the form in which paild or as cash™ be exsmpt
from levy of execution to the extent they are essential for the
support of the debtor or his family.

45, Betwesn 1937 and 1976, California grantad a wage sxemption to earnings “received,”
- Cal. Stats. 1937, Ch. §78, § 1, at 1623, Prior to 1857, the exemption was sccorded to
. eamnings without refsrence to thelr status as “owing™ or pait over. The word

“received™ was construed early a1 inctuding acerued but unpeid wages. See Medical
Finsnce As'n v. Rambo, 33 Cal. App2d Supp. 756, 757, 86 P.2d 150, 180 (Sup. Ct,
LA, App. Dep't 1938) (“We are not to be understood as saying that the exemption
would not also attach to the proceeds of his earnings in the judgment debtor's
hands, so long as they could be identified as such. That question is not before us and
wa express no opinion on it.”). In wbeecuuent ceses, the California courts at least
subsilentic applied the wage exampticn to s paycheck in the hands of the emptoyee
or deposited by him in & bank account. See Medical Finance An'n v, Short, 36 Cal.
AppSid Supp. 743, 92 P2d 961 (Sup. Ct. L.A., App. Dep't 1839} (W.P.A. worker's
paycheck); Le Font v. Sankin, 167 Cal. App2d 433, 334 P.2d 608 (1959) (bank -
account); Carter v. Carter, 88 Cal. App.£d 13, 130 P.2d 186 (1042) (bank sccounts).

The elimination of the word "received” by Cal. Stats. 1970,
Ch. 1523, § 19, probably destroyed the mbility of a debtor
to continue such tracing. See Randone v. Appellate Depart-
ment, 5 Cal.3d 536, 559 n.22, 488 P.2d 13, 28 n.22, 96 Cal.
Rptr. 709, 72k n.22 (1971). However, the word "recefved"
was restored by Cal. Stats. 1971, Ch. 1684, § 4,

46. This recommendation does not deel with whether a special sx-
emption should be provided for various types of savings and
checking accounts. In its prior recommendation, the Coomis-
sion recomnmended that a uniform system of exemptions be pro-
vided for various types of savings and checking accounts.

See Recommendation Relating to Attachment, Garnishment, and
Exemptions Fran Execution: loyees' Earnings Protection Law,
10 Cal. L. Revision Comm’n Reports 701, 723-725, 749-743 (1971).
However, the Commission has been advised that its proposed uni-
form exemption for savings and checking accounts would not
satisfy federal requirements under the Consumer Credit Protec-
tion Act of 1968. Letter fram Ben P. Robertson, Deputy Admini-
strator, Employment Standerds Administration, U.S. Department
of Labor, dated August 2, 1972, on file in office of California
Law Revlsion Commission. For this reason, the Commission has
withdrawn its recommendation proposing a uniform exemption for
various types of savings and checking accounts.
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Retirement Funds

The federal restrictions on garnishment imposed by Title III apply to
"paricdic payments pursuant to a pension or retirement program.“1+7 Califor-
nia law regarding such payments is less clear. As for payments held or in
the process of distribution from public pension and retirement plans, sub-
division (b} of Section 690.18 of the Code of Civil Procedure provides a
complete and automatic exemption. Other statutes provide for exemptions
for specific pﬁblic retirement plamsu8 and certain private plans.j+9 The
Commission reccommends that pericdiec payments payable by & pensicon
or retirement plan that are not otherwise exempt be made exempt from execus
tion to the same extenit that wages are exempt.

The Commission also recommends that subdivision (¢) of Section 690.18
be repealad. This subdivision appears to have been intended to provide an
exemption for certain private retirement plans "in any bankruptcy proceed-
ing."” However, federal law preempts state statutes that conflict with the

20 And the policy of the national bankruptey law

national bankruptey laws.
is to gllow a debtor only those exemptions ageinst the claims of creditors
that he would be allowed outside bankruptcy.51 Accordingly, subdivision {e¢)

appears to be unconstitutional as an attempt to provide an exemption that

47. 15 U.8.C. § 1672(a), quoted in note 2h suprs.

48, BSee, e.g., Bduc. Code § 13808 (State Teachers' Retirement System);
Govt. Code §§ 21201 (Public Employees' Retirement Law), 31452
(County Employees Retirement Law of 1937).

49, Corp. Code §§ 28002, 28005,

50. Cf. International Shoe Co. v. Pinkus, 278 U,8. 261 (1929).

S51. See D. Cowans, Bankruptcy Law and Practice § 580 (1963).
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2
applizs only in a bankruptcy proceeding.5 Moreover, the second sentence of
subdivision (¢), purporting to deny an exemption tc Keogh Act plans, conflicts

with the exemption provided such plans by other statutes.53

Wags Assignments

Section 300 of the Labor Code presently grants a valid prior voluntary
wage assignment preference over subsequent assignments and levies of execu-
tion. Continuation of such a preference would permit a judgment debtor to
give preference to one creditor and to defeat the claims of other craeditors
who seek to collect on their judgments under the proposed earnings withhold-
ing procedure. To integrate wage assignments with the operation of the lat-
ter procedure, the Commission recommends that a prior wage assigument be
granted priority only until the end of the pay period during which an earnings
withholding order is served. The operation of the earnings withholding orde?
should be suspended during this period, thus permitting the debtor an oppor-“
tunity to put his affairs in order. Such action may include revocation of the
prior assignment. In this regard, wage assignments should be made revocable 
at will as to unearn=d wages. Thus, where an assignment becames teoo oneroué
~--for example, after service of an earnings withholding order--such an assigp—

ment may be revoked.

52. Cf.Opinion of James E. Moriarty, Referee in Bankruptcy, in In re Kanter,
~V.s. District Court, Los Angeles {February 18, 1972}, published in Los
Daily Journal Report Secticn at 14 (July 1L, 1972), holding unconstitu-
tional subdivision (b) of Section 688.1 of the Code of Civil Procedure
on the ground that it is an attempt to provide a restriction that ap-
plies only in a bankruptcy proceeding ("It is apparent that CCP 688.1
as swended stands as an obstacle to the rights of a trustee under Sec-
tions T0a(5) and 70c of the Bankruptcy Act while other judgment credi-
tors not so restricted may pursue their rights. Accordingly, this
Court must hold that CCP 688.1(b) is in conflict with Sections 70a(5)
and TOc of the Bankruptey Act and under the Supremacy Clause of the
Constitution said subsection {b) of CCP 688.1 is unconstitutional.™).

53, Protection for private pension and retirement plans that meet certain
requirements is provided by Sections 28002 and 28005 of the Corpora-
tions Code.
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Discharge From Employment

Section 2929 was added to the Labor Code in 1971 upen Commission recom-
mendationsh to provide protection to the employee against discharge for
threat of garnishment or for gernishment for the payment of one judgment.
The Commission recammends that Section 2929 be amended to make clear that
an employee is given the protection afforded by the section when a with-
holding order for taxes is issued even though such an order may not involve
a judieial procedurs and even though the tax liability may not have been
reduced to Jjudgment. The Commission also recommends that Section 2929 be
amended to prohibit the discharge of an employee because his wages have
been subjected to garnishment pursuant to an order for support and to make
clear that such a gearnishment, even though made pursuant to a judgment, is
not to be counted in coamputing the number of garnishmente for the purpose

of Section 2929,

54. Recormendation Belating to Attachment, Garnishment, and Exemptions From
“Execution: Discharge From Employment, 10 Cal, L. Revision Coamn'n Reports

147 (1971),
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BENEFICIAL IMPACT OF RECOMMENDATIONS

The changes in California wage garnishment procedure and related matters
recommended by the Commission would result in significant improvements in
debtor-creditor relations. Some-of the beneficial effects the recommended
changes would have on the most directly affected groups--employers, employees,

creditors, and the public--are summsrized below.

Employers

A primary objective of the Commission's recommendations is to provide
a4 wage garnishment procedure that minimizes the burden that such garnishments
impose on employers.

Comprehensive statute. The four different procedures now used in

Californies for wage garnishment will be superseded by one comprehensive
statute. An employer will be able to refer to one statute that comprehen-
sively covers wage garnishment, thus avoiding the need for concern with
several different types of procedures.

Forms and instructions. Instructions prepared by the Judieclal Council

will explain the employer's duties under a wage garnishment order. Forms
adopted by the Judicial Council will minimize the employer's burden in comply-
ing with the order. Court clerks will provide a ready source of reliable
information concerning wage garnishment procedure.

Mail service. Mail service of earnings withholding orders will enable

the employer to procese garnishment orders to the appropriate department or
perscn for action without disruption of normal business procedures.

Service charge. The one-dollar service charge the employer will be

rermitted to make each time he withholds earnings will lessen the employer's

economic burden.

-,



Withholding teble. The withholding table supplied to the employer will

make it relatively simple to determine the amount to be withheld. Withholdi@é
will be on the basis of the employee's gross earnings, and the need to computq'
"disposable earnings” will be eliminated.

Delay in effective date of order. The five-day delay in the effective

date of a withholding order will avoid the need to compute the

amcunt toc be withheld for only part of a pay period and will permit the
employer to process the order in a businesslike way rather than having to
withhold on earnings due on the date the order is received.

Reduction in number of wage garnishments. The protection afforded the

earnings of low- income employees will reduce the number of cases where
deductions are required, and the $10 minimum on the amount to be withheld will
avold the need to deduct smmll amounts where the coet to the employer may

exceed the amount received by the creditor.

Monthly payment. The provision for monthly payment of withheld earnings-

will avoid the necessity of preparing and sending & check for the withheld

earnings after each payday.
Frotection from liability for good faith errors. Provisions are included

that will protect the employer from civil or criminal liability for good faith

errors.

Employees

The Commission's recommendations also provide sigrificant benefits to
employees.

Greater protection for low-income employees. Substantial reductions will

be made in the amount to be withheld from earnings of employees in the low

income brackets.
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Greater need of employee with dependents recognized. The greater needs

of a married person with dependents will be recognized under the recommended

withholding system.

Withholdigg table. The use of & withholding table will greatly simplify
the computation of the proper amount to be withheld and will make it easler
for the employee to discover any errors made by the employer in computing
the amount to be withheld.

Avoidance of need to claim exemption. The adequacy of the protection

afforded by the withholding table system will reduce the need to claim &
hardship exemption.

Hardship exemption. A sensible "hardship exemption" will be provided

for extraordinary cases. This exemption will be one that cannot be defeated
on the ground that the underlying debt was incurred for & "common necessary."
Where it is necessary for the employee to claim the hardship exemption, the
streamlined procedure and information provided the employee will assist him
in making his claim.

Mail service. The authorization to use maill service in the ordinary case

will substantially reduce the cost of wage garnishment, & cost that ultimetely
is paid by the employee.

Tax delinquency withholding orders. The harsh effects of a withholding

order for delinquent state taxes will be mitigated.

Wage assigmments. The employee will be permitted to revoke a wage

assignment insofar as it relates to wages unearned at the time he revokes
the assignment.

Discharge from employment. Greater protection will be given employees

against discharge from employment because of wage garnishment.

-2h-
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Paid earnings. The employee's paid earnings will be protected to the

extent they are essential for the support of the employee and his family.

The establishment of & cimple, businesslike procedure for the collec-
tion of judgments through wage garaishment is the primary benefit creditors
would receive under the recommended legislation. C(lear answers to a large
number of procedural questions will ve provided. A series of forms will be
available to permit easy compliance with statutory requirements. The Judicial
Councll and court clerks will be & ready source of reliabvle information con-
cerning wege garnishment procedure. Other benefits to creditors are listed
below.

Mail service. Use of mail service will be authorized. Not only will

this reduce the cost of wage garnishments but it will also significantly re-

duce the fees that & creditor now has to advance to the levying officer.

Earnings withholding tables. The earnings withholding tables will ensble
the creditor more essily to determine vhether the correct amount has been |
withheld from the employee's earnings. Disputes between creditors and
employers will be minimized by using gross income ss the basis for withholding
gince this will avoid the possibility of the subtraction of improper items inr
computing the amount of "disposable earnings." Also, since the employer will
pay the withheld amounts directly to the creditor, no reduction will be made
from the withheld earnings for thz fees of & public officer for handling and
disbursing the amounts withheld.

Minimizing hardship exemption hearings. Protecting more adequate amounts

of a debtor's earnings without che reguirement that he claim a hardship exemp-
tion and limiting the hardship exemption to amounts "essential" for support
should significantly reduce the number of cases where a hardship exemption

-25-
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will be claimed, thus reducing the creditor's burden in attending court heariqgs.
The requirement that the debtor submit a complete financial statement with his-
claim for the hardship exemption and that the creditor be provided a copy of

the statement prior to the hearing on the claim should Bssist the creditor

in determining which claims he will resist {thus avoiding his attending court
hearings where the exemption is clearly justified) and aslso will sssist the
creditor in recovering the full amount he is sllowed by law.

Garnishment of earnings of public employees. The uniform procedure will

make the continuing levy and mail service procedure available for the garnish-

ment of earnings of public employees, thus avoiding the need to resort to

multiple levies.

Goodwill of employers; protection against discharge of expioyees. The

recommended legislation is carefully designed to make compliance with wage
garnishment orders as easy as possible for employers. Greater protection
will be afforded employees against discharge for wage garnishment, and the
improved procedures should do much to minimize employer 111 will created by
wage garnishments and to combat the possible tendency of scme employers to
avoid the problems created by & wage garnishment by discharging the employee.

Avoidance of debtor's bankruptey. The more adequate protection given

the earnings of the debtor should be sufficient to encourage the debter who
is pushed by e number of creditors to discharge the Jjudgments against him
over a period of time rather than resorting to bankruptcy.

Priorities among creditors. A fair and equitable system for deeling

with priorities among creditors will be provided. In addition, the judgment

debtor will be prevented from giving one creditor preference over others by a

vage assignment.
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Enforeing employer compliance. Although the recommended statute would
protéct the employer from liability for good faith errors, it includes Pro-
visions that will preclude the employer and employee from deferring or
accelerating the payment of earnings to defest the creditor's rights and will
authorize civil asctions by creditors to obtasin the amcunts that employers
are required to withhold but fail to withhold and pey over to the creditor.

Elimination of confusing retirement plan exemption. The elimination of

subdivision {c) of Section 690.18, which provides an exemption for morey held
by a private retirement plan "in any benkruptcy proceeding,” may be of great
significance to creditors because deleting this subdivision will preclude
court interpretations of the subdivision that could greatly expand the exemp-

tion provided by other statutes for private retirement plans.

Public

The establishment of a fair and businesslike system for wage garnish-
ment would be one step in meeting complaints as to the lack of justice and
the procedural inadequacies of the judicisl system. In additicn, there are a
number of specific benefits to the public as a whole under the recommended
legislation.

The incresse in the amount the employee msy retain when his earnings
are garnished and the provision of & hardship exemption that will be allowed
only in rare snd unusual cases should reduce to a minimum the need for court
hearings in garnishment casee. The protection from wage garnishment of
amounts essential for support should provide the judgment debtor with
incentive to retain his job and pay judgments against him rather than quitting
his job and forcing his dependents to rely on weifare assistance.

The provisions for enforcement of support obligations by directing an

earnings withholding order to the support obligor's employer offer the

-27-
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possibility of significantly increasing the number of cases where suppsrt
obligations will be kept current. This in twrn may reduce the number of
cases where a spouse or children will require welfare assistance.

Finally, the establishment of the simple, economical, and businesslike
system proposed will minimize the involvement of public employees in the

collection process.

OPERATIVE DATE
In order to allow sufficient time for state and local public officisls
and the public to become familiar with the new law and to develop the
necessary forms and procedures, the Commission recormends that the new statute

become operative on July 1, 1974.
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. Wage Garnishment and Related Provisions

An act to amend Section 4701 of the Civil Cods, to amend
Sections 685, 685, 690.6, 690.18, 690.50, and 710 of, to add
Sections 690.5% and 690.18% to, to add Chapter 25
(commencing with Section 723.010) to Title 9 of Part 2
of and to repeal Sections 682.3 and 690.7 of, the Code of
Civil Procedure, to amend Sections 300 and 2929 of the
Labor Code, to amend Sections 270h and 1908 of the
Penal Code, and to amend Section 11459 of the Welfare
and Institutions Code, relating to atiachment,
garnishment, and execution.

The people of the State of California do enact ss follows:
Civil Code’ '°

| §. 470; -(Fumondadl._ Continufnu withholding order for support

.&ﬁm«l 1. Section 4701 of the Civil Code is amended
to : .
4701. In any proceeding where the court has ordered
either er bath perents 2 pareni to pay any amount for the
support , maintenance, or education of a minor child, the
court may erder either parent or parents to assige issue an
earnings withholding order under Section 783.030 of the
Code of Civil Procedure to require the employer of such
parent to withhold and pay to the county clerk, probation
oﬂicent:rd%!;hetioﬁ‘w of the cour:ug}r‘ county o&tf:
designa e court to receive pa t
porﬁonofsduyumefei&qrmmhhb
peid in the future the earnings of such parent as will be
sufficient to pay the amount ordered by the court for the
sup maintenance , and education of the minor child.
erder shell operate as an assignment and be binding
upen an employer upen the serviee of of such erder
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Comment. Section 4701 is amended to reflect the enactment
of the comprehensive procedure for earnings withholding set
forth in the Employees’ Earnings Protection Law. See CODE
Civ. Proc. § 723.010 et seq. 4

While the wage assignment procedure formerly used under
Section 4701 is not continued, the substantive effect of the prior
law is continued. Thus, the order for support continues to have
priority over other withholding orders and assignments and is
binding until modified or terminated by the court. See CODE
Civ. PrRoC, § 723.030; LaBoR CODE § 300. As under prior law,
the court may require withholding from the earnings of either
or both parents. Authorization for the employer to deduct s
one-dollar fee alsc is continued under Code of Civil Procedure
Saection 723.024. Section 4701 applies to orders directed to both
public and private employers. See CoDE Civ. Pn
§723.011(c), (g), and Comment thereto. i

Code of Civil Procedure

§ 682 {technical omendment) | )

SEC. 2. Section 682 of the Code of Civil Procedure is
amended to read:

682. The writ of execution must be issued in the name
of the people, sealed with the seal of the court, and
subscribed by the clerk or judge, and be directed to the
sheriff, constable, or marshal, and it must intelligibly refer
to the judgment, stating the court, the county, and in
municipal and justice courts, the judicial district, where
the judgment is entered, and if it be for money, the
amount thereof, and the amount actually due thereon, and
if made payable in a specified kind of money or currency,
as provided in Section 667, the execution must also state
the kind of money or currency in which the judgment is
payable, and must require the officer to whom it is -
directed to proceed substantially as follows:

1. If it be against the property of the judgment debtor,
it must require such officer to satisfy the judgment, with
interest, out of the personal property of such debtor, er i
# is against the carnings of sueh debtor; sueh levy shall be
made in aecordanee with Seetien 688:3; and if sufficient
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personal property cannot be found, then out of his real .
property; or if the judgment be a lien upon real property,
then out of the real property belonging to him on the day
when the abstract of judgment was filed as provided in
Section 674 of this code, or at any time thereafter. ,

9. If it be against real or personal property in the hands
of the personal representatives, heirs, devisees, legatees,
tenants, or trustees, it must require such officer to satisfy
the judgment, with interest, out of such property.

3. If it be against the person of the judgment debtor, it
must require such officer to arrest such debtor and comrmit
him to the jail of the county until he pay the judgment,
with interest, or be discharged according to law. -

4. ¥ it be issued on a judgment made payable in a
specified kind of money or currency, as provided in
Section 667, it must also require such officer to satisfy the
same in the kind of money or currency in which the
judgment is made payable, and such officer must refuse
payment in any other kind of money or currency; and in
case of levy and sale of the property of the judgment
debtor, he must refuse payment from any purchaser at
" such sale in any other kind of money or currency than that
specifed in the execution. Any such officer collecting
money or currency in the manner required by this
chapter, must pay to the plaintiff or party entitled to
recover the same, the same kind of money or currency
received by him, and in case of neglect or refusal to do so,
he shall be lizsble on his official bond to the judgment
creditor in three times the amount of the money so
collected.

5. If it be for the delivery of the possession of real or
personal property, it must require such officer to deliver
the possession of the same, describing it, to the party
entitled thereto, and may at the same time require such
officer to satisfy any costs, damages, rents, or profits
recovered by the same judgment, out of the personal
property of the person against whom it was rendered, and
the value of the property for which the judgment was
rendered to be specified therein if a delivery thereof
cannot be had; and if sufficient personal property cannot
be found, then out of the real property, as provided in the



4

first subdivision of this section.

Comment. Section 682 is amended to reflect the fact that
earninys of an employee which are due or owing are not subject
to }evy of execution but may only be levied upon in the amounts
and in the manner provided by the Employees’
Protection Law. See Sections 723.020, 723.021. See also Section
723.011{a), (b}). See generally Chapter 25 (commencing with
Section 723.010}. Cf Sections 690.5'%, 690.6.

§ 682.3 (repecied)

SE::i.e:o'i. Section 682.3 of the Code of Civil Procedure is
repealed.

682:3: +{or Whenever the levy of exeeution is against
the earnings of a judgment debter; the employer served -
with the writ of exceution shall withheld the ameunt
specitied in the writ from earnings then er thereafter due
to the judgment debtor end not excrapt under Seetion
690:6; and shall pay such amount; cach time it is withheld;
to the sheriff; constable or marshal whe served the writ- I
mehpem&nshaﬂfmltop&ye&ehmemtt&t—hem

pereon

efficer: Sueh release shall be issued by the levying
e’iﬁeermenyeﬂ-he&l-lewmge&sw

{8} HUper receipt of a written direction from the

judgment ereditor;

{b}UpenreeeaptaSaﬁeréereFtheeem-tmwbehthe

sction iy pending; or a certified eopy of sueh erder;

diseh&rgmgerreealimg#h:eeuee&tmerreleamgthe
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3> The judpment debters employment is terminated -

by o resignation or dismissnd ot any Hme after service of the

exeeution and ke is not reinstated or reempleyed within
99 days after sueh termmination:

4 Apeﬂedef%dmmwsedsmeebhemesueh
person wes served with the writ of excention:

b} At any Hme ofter a levy on his ecarpings the
judgrnent debtor may proeecd to elaim a full exemption of
his carnings in sccordance with the previsions of Sechons
650:6 and 600:50: The exemption so elaimed shall extend to
any wages withheld pursuant te the levy of exeeution
whether or not withheld after the elaim of exemption is

filed: .
{e) Subjeet to the provisiens ef Sechion 600:80; the
ahertl-'f- eonstable or marshal whe serves the writ of
judgmment debter’s earnings; fecount pay to
the person entitled thereto; all sums eollected under the
vrit; less his lawful fees and expenses at least ence every
%dmmém&embmaageﬂee&aﬁtheree{te&e
eourt: .
Comment. Section 6823 is superseded by Chapter 23
(commencing with Section 723.010),

§ 688 (rechnicol umendment}

SEC. 4. Section 688 of the Code of Civil Procedure is
amended to read:

688. KErcept as provided in Chapter 2.5 (commmencing
with Section 723.010):

(a) All goods, chattels, moneys or other property, both
real and personal, or any interest therein, of the Judgment
debtor, not exempt by law, exeept a3 provided
Seetion 600:6; and all property and rights of pro erty
seized and held under attachment in the action, are Eﬂ-ble
subject to execution.

{b) Shares and interests in any corporation or company,
and debts and credits, and all other property, both real and
personal, or any interest in either real or personal
property, and all other property not capable of manual
delivery, may be levied upon or released from levy in like
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manner as like property may be attached or released from
attachment, except that a copy of the complaint in the
action from which the writ issued need not accompany the
writ; provided, that no cause of action nor judgment as
such, nor license issued by this state to engage in any
business, profession, or activity shall be subject to levy or
sale on execution. Geld dust must be returned by the
offieer 65 s much meney colleeted nt ity eurrent value;
without expesing the same te ssle:

(c) Until a levy, the property is not affected by the

. execution; but ne levy shall bind any property for a longer
peried than one year from the date of the issuance of the
execution, except a levy on the interests or claims of heirs,
devisees, or legatees in or to assets of deceased persons
remaining in the hands of executors or administrators,
thereof prior to distribution and payment. However, an
alias execution may be issued on said judgment and levied
on any property not exemnpt from execution.

Comment. Section 688 is amended to make clear that,
although earnings of an employee-debtor are “not exerapt by
law” from all collection procedures, they are exempt from levy
of execution and are subject to levy only under the Employees’
Earnings Protection Law. See the Comment to Section 682, See
generally Chapter 2.5 (commencing with Section 723.010). The
phrase “except as provided for in Section 690.6” is deleted as
ul;lfoeicessary. The sentence relating to gold dust is deleted as
chsolete.

§ 690.5%; {added]. Exemptions; paid eamings

SEC. 5. Section 690.5% is added to the Code of Civil
Procedure, to read:

690.5%. Earnings of the debtor which have been paid
to him and are retained in the form in which paid or as
cash are exempt from levy of execution to the extent they
are essential for the support of the debtor or his family.

Comment. Section 690.5% provides an exemption from levy of
execution for paid earnings comparable to that provided by
Section 723.051 for earnings payable by an employer. See the
Comment to Section 723.051. ) ‘
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§ 690.6 {omended)}. Exemption of earnings from ottachment ‘

SEC. 6. Section 690.6 of the Code of Civil Procedure, as
amended by Chapter 43 of the Statutes of 1972, is amended .
to read:

690.6. +{a) Fxeept as provided in Seetion 11480 of the
Wellare and Institutions Code; all Allof the earnings of the
debtor received for his personal services shall be exempt
from levy of attachment without filing a claim for
exemption as provided in Section 690.50.

) One/belf or sueh greater portion as is allowed by
statute of the United States; of the earnings of the debter
reeeived for his personal serviees rendered at any time
within 36 days next preceding the date of a withholding by
exceution witheut filing a elaim for exemption as provided

te} All earnings of the debtor received for his personal
> &
unrder Seetion 688:3; if noeessary for the use of the debter’s
family residing in this state and supperted in whele or in
pert by the debtor; unless the debts arer

1) ineurred by the debtor; his wife; or his family for the
emmeﬁﬁeeesm}&n:sefhfe- by

8} Inevrred personal serviees rendered any
employee or former emplovee of the deblor: ‘
of payment arnong el of the ereditors of a debtor whe have
basis as is just and eguiteble:

tey Hny ereditor; upen metion; shall be entitled to 2
he&ﬁngiﬁﬂ&ee&minwhiehﬂw&eﬁenhpenéhger&am
priority and division of payrent among all the eroditors of
CRFHRgs pursuent to this seetion:

Comment. Subdivision (a) of Section 690.6 is amended to
delete the reference to Welfare and Institutions Code Section
11489 because that section does not permit levy of attachment
on earnings. The remainder of Section 690.6 is superseded by
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the Employee &' Earnings Protection Law. Subdivision (b) is -
superseded by Section 723.050. Subdivision (¢) is superseded by
Section 723.051. Subdivisions {d) and (e) are superseded by
various other provisions. See, e g, Sections 723.030 (priority of
earnings withholding order for support), 723.077 (priority of
earnings withholding order for taxes), 723.107 (limitation on
serving subsequent earnings withholding order on earnings of
same employee by same judgment creditor).

§ 690.18 {amended]. Exemptions; public and private pension,

retirement, disobility, or death benefits; vacation credits

SecC. 7. Section 690.18 of the Code of Civil Procedure
is amended to read:

690.18. {a) All money received by any person, a
resident of the state, as a pension, or as an annuity or
retirement or disability or death or other benefit, or as &
return of contributions and interest thereon, from the
United States government, or from the state, or any
county, city, or city and county, or other political
subdivision of the state, or any public trust, or public
corporation, or from the governing body of any of them,
or from any public board or boards, or from any
retirement, disability, or annuity system established by
any of them pursuant to statute, whether the same shall be
in the actual possession of such pensioner or beneficiary,
or deposited by him.

(b} All money held, controlled, or in process of
distribution by the state, or a city, city and county, county,
or cther political subdivision of the state, or any public
trust or public corporation, or the governing body of any
of them, or by any public board or boards, derived from
the contributions by the state or such city, county, city and
county, or other political subdivision, or such public trust,
public corporation, governing body, or public board or
boards, er by any officer or employee thereof, for

retirement or pension purposes or the payment of

disability, death, or other benefits, or the payment of
benefits payable to, or the reimbursement of benefits paid
to, employees thereof under the provisions of the
Unemployment Insurance Code, and all rights and
benefits accrued or aceruing to any person under any
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system established pursuant to statute by the state, city,
city and county, county, or other political subdivision of
the state, or any public trust or public corporation for
retirement, annuity, or pension purposes or payment of
disability or death benefits, and all vacation credits
accumulated by a state employee pursuant to the
provisions of Section 18050 of the Government Code, or
any other public employee pursuant to any law for the
accamulation of vacation credits applicable to such
employee. Such moneys, benefits, and credits shall be
exempt without filing a claim of exeraption as provided in
Section 690.50.

e} Al moeney held; eontrelled; or in proeess of
étsﬁnb&henbyﬂn?prrvate re-trremen#plm—mel-udmgbut-
wet klm-teé to; unior retirement plans; er any

exempt&emexeeabea—eﬁaehment—erg&mﬁlnnen%m

ety bankruptey proceeding: This subdivisien shall not
apply te any monreys held in any retiremnent program
established pussuant e the federal :
individuals Tax Retirement Aet of 10682 (P-1: 87/708: 76
Stat S004; ﬁer%eaﬁymeﬁeysreeewedtamymby
-persens freft any such retiremment program se esteblished:
{c} Notbmgm this section limits the applicability of any
exemption otherwise provided by statute.

Comment. Section 690.18 is amended to delete subdivision
{c). Subdivision (c} appears to have been intended to provide
an exemption “in any bankruptey proceeding.” However,
federal law preempts state statutes that conflict with the
national bankruptey laws. CF International Shoe Co. v. Pinkus,
278 U.S. 261 (1929). And the policy of the national bankruptcy
law is to allow a debtor only those exemptions against the claims
of ereditors that he would be aliowed outside bankruptcy. See
D. Cowans, BANKRUPTCY LAW. AND PRACTICE § 589 (1963).
(%, Opinion of James E. Moriarty, Referee in Bankruptey, In re
Kanter, U.S. District Court, Los Angeles (February 18, 1972},
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published in Los Angeles Daily Journal Report Section at 14
(July 14, 1972}, helding unconstitutional subdivision (b} of
Section 683.1 of the Code of Civil Procedure on the ground that
it is an attempt to provide a restriction that applies only in a
bankruptcy proceeding (“It is apparent that CCP 5838.1 as
amended stands as an obstacle to the rights of a trustee under
Sections 70a(5) and T0c of the Bankruptcy Act while other
judgment creditors not so restricted may pursue their rights,
Accordingly, this Court must hold that CCP 688.1(b) is in

" conflict with Sections 70a {5) and 70c¢ of the Bankruptey Act and

under the Supremacy Clause of the Constitution said subsection
(b) of CCP 688.1 is unconstitutional.™). '
The second sentence of subdivision (c), purporting to deny
an exemption to XKeogh Act plans, conflicted with the
exemption provided such plans under Sections 28002 and 28005
of the Corporations Code. Protection for private pension and

: retirement plans that meet certain requirements is provided by

Sections 28002 and 28005 of the Corporations Code. See also
Section 680.18% (periodic payments from pension or
retirement fund). o

A new subdivision (c) has been added to Section 690.18 to
make clear that this section is not the exclusive source of
exemptions for retirement funds. See the Comment to Section
6390.18%. '

§ 690.18)% {(added). Exemptions; payments by pension or
retirement plans :

Hsec. 8. Section 690.18% is added to the Code of Civil

Procedure, to read:

690.18%. (a) All periodic payments payable by a
pension or retirement plan that are not otherwise exempt
by law are exempt from levy of execution in the amount
that is exempted by Section 723.050 without filing a claim
for exemption as provided in Section 690.50.

(b) Nothing in this section limits the applicability of any
exemption otherwise provided by law.

Comment. Section 690.18%; has been added to satisfy federal
restrictions on garnishment of “periodic payments pursuant to
a pension or retiresnent program” provided by Title 111 of the
Consumer Credit Protection Act of 1968. See 15 US.C. §§ 1672,
1673, Subdivision (b} makes clear that Section 690.18% is not the
exclusive source of exemptions for payments from retirement
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" funds. See, e.g,, CODE Civ. PROC. § 690.18 {public employees);
Corr. CopE § 28005 (plans complying with federal Internal
Revenue Code requirements); Epuc, CoDE § 13808 (State
Teachers’ Retirement System); GovT. CoDE §§ 21201 (Public
Employees’ Retirement Law), 31452 (County Employees
Retirement Law of 1937).

§ 690.50 {technicul amendment}

SEC. 9. Section 690.50 of the Code of Civil Procedure
is amended to read: o
650.50. (a) If the property mentioned in Sections 690.1
to 690.29, inclusive, shall be levied upon under writ of
attachment or execution, the defendant or judgment
debtor (herein referred to as “the debtor”), in order to
avail himself of his exemption rights as to such property,
shall within 10 days from the date such property waslevied -
upon deliver to the levying officer an affidavit of himself
or his agent, together with a copy thereof, alleging that the
property levied upon, identifying it, is exempt, specifying
the section or sections of this code on which he relies for
his claim to exemption, and all facts necessary te support
his claim, and also stating thereinhis address within this
state for the purpose of permitting service by mail upon
him of the counteraffidavit and any notice of the motion
herein provided. Fer purpeses of this seetiem; if the
levied wpon comsistys of the ecarpings of a
feom the judement debter shall be deemed to be the date
suely earnings were levied upen: A judgrment debtor shell
have the right to file a separate elaim of exemption each
tirne that » withhelding of carnings oceurs; provided; that
if & prior cleim of exemption bus been edijudicated under
the same levsn that each scparate elaim ef excmption
thereafter be supporied by o staternent under eath
new elaim of exemption: ¥ a elaimn of exemption be
allowed; the judament ereditor shall have the right; at any
tirpe during the effective period of the eleirn of exeraption;
to meve the eourt for consideration of the elaim previcusly
granted on the sgrounds of a muteriel echange of
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the judgment ereditor does make sueh & motion; be must
support his motion by a staterment onder oath alleging the

(b} Forthwith upon receiving the affidavit of
exemption, the levying officer shall serve upon the
plaintiff or the person in whose favor the writ runs (herein
referred to as “the creditor”), either personally or by mail,
a copy of the affidavit of exemption, together with a
writing, signed by the levying officer, stating that the
claim to exemption has been received and that the officer
will release the property unless he receives from the
creditor a counteraffidavit within five days after service of
such writing.

{c¢} If the creditor desires to contest the claim to
exemption, he shall, within such period of five days, file
with the levying officer a counteraffidavit alleging that the
property is not exempt within the meaning of the section
or sections of this code relied upon, or if the claim to
exemption be based on Sections 690.2, 690.3, 690.4, 690.5%,
890:6; or 690.18%;, alleging that the value of the property
claimed to be exempt is in excess of the value stated in the
applicable section or sections, together with proof of
service of a copy of such counteraffidavit upon the debtor.

(d} If no such counteraffidavit, with such proof of
service, is so filed with the levying officer within the time
allowed, the officer shall forthwith release the property.

(e} If such counteraffidavit, with such proof of service,
is so filed, either the creditor or the debtor shall be entitled
to a hearing in the court in which the action is pending or
from which the writ issued for the purpose of determining
the claim to exemnption; the pricrity or division of payment
between ene of mere ereditors frem nonexerpt earnings
wnder the provisiens of Seetion 6006 or the value of the
property claimed to be exempt. Such hearing shall be
granted by the court upon motion of either party made
within five days after the counteraffidavit is filed with the
levying officer, and such hearing must be had within 15
days from the date of the making of such motion unless
continued by the court for good cause. The party making
the motion for hearing shall give not less than five days’
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notice in writing of such hearing to the levying officer and
to the other party, and specify therein that the hearing is
for the purpose of determining the claim to exemption.
The notice may be of motion or of hearing and upon the
filing of the notice with the clerk of court, the motion is
deemed made.

(t) If neither party makes such motion within the time
allowed, or if the levying officer shall not have been served
with a copy of the notice of hearing within 10 days after
the filing of the counteraffidavit, the levying officer shall
forthwith release the property to the debtor.

" (g) At any time while the proceedings are pending,
upon motion of either party or upon its own motion, the
court may (1) order the sale of any perishable property
held by such officer and direct disposition of the proceeds
of such sale, and (2) make such other orders as may be
proper under the particular circumstances of the case. Any -
orders so made may be modified or vacated by the court
or judge granting the same, or by the court in which the
proceedings are pending, at -any time during the
pendency of the proceedings, upon such terms as may be
Jjust.

(h) The levying officer in all cases shall retain physical
possession of the property levied upon if it is capable of
physical possession, or in the case of property not capable
of physical possession, the levy shall remain in full force
and effect, pending the final determination of the claim to
exemption. However, no sale under execution shall be had
prior to such final determination unless an order of the
court hearing the claim for exemption shall so provide.

(i} At such hearing, the party claiming the exemption
shall have the burden of proof. The affidavits and
counteraffidavits shall be filed by the levying officer with
the court and shall constitute the pleadings, subject to the
power of the court to permit an amendment in the
interests of justice. The affidavit of exemption shall be
deemed coniroverted by the counteraffidavit and both
shall be received in evidence. Nothing herein shall be
construed to deprive anyone of the right to a jury trial in
any case where, by the Constitution, such right is given,
but a jury trial may be waived in any such case in like
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“manner as in the trial of an action. No findings shall be

required in a proceeding under this section. When the
hearing is before the court sitting without a jury, and no
evidence other than the affidavit and counteraffidavit is
offered, the court, if satisfied that sufficient facts are shown
thereby, may make its determination thereon, Otherwise,
it shall order the hearing continued for the production of
other evidence, oral or documentary, or the filing of other
affidavits and counteraffidavits. At the conclusion of the
hearing, the cowmt shall give judgment determining
whether the vlaim to exerption shall be allowed or notéitel
whole or in part, and mey give judement determining
priority or division of payment between one or mere
ereditors from nonexempt earnines under the provisiens
of Seetion 696:6; which judgment shall be determinative as
to the right of the creditor to have the property taken and
held by the officer or to subject the property to payment’
or other satisfaction of his judgment. In such judgment the
court shall make all proper orders for the disposition of
such property or the proceeds thereof. :
() A copy of any judgment entered in the trial court
shall be forthwith transmitted by the clerk to the levying
officer in order to permit such officer to either release the
property attached or to continue to hold it to sell it, in
accordance with the provisions of the writ previously
delivered to him. Such officer, unless an appeal from the
judgment is waived, or the judgment has otherwise
become final, shall continue to hold such property under
attachment or execution, continuing the sale of any
property held under execution until such judgment

- becomes final. However, if a claim to exemption under

Section 690.5/% 690:6 is allowed by such judgment, the
debtor shall be entitled to a release of the earnings so
exempted at the expiration of three days, unless otherwise
ordered by the court, or unless the levying officer shall
have been served with a copy of a notice of appeal from
the judgment,

{k} When any documents required hereunder are
served by mail, the provisions of this code relating to
service by mail shall be applicable thereto.

{I) Whenever the time allowed for an act to be done
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bereunder is extended by the court, written notice thereof
shall be given promptly to the opposing party, unless such
notice be waived, and to the levying officer.

(m) An appeai lies from any judgment under this
section. Such appeal to be taken in the manner provided
for appeals in the court in which the proceeding is had.

Comment. Section 6%0.50 is revised to include appropriate
references to Sections 690.5% and 690.18%. The last portion of
subdivision {a) is deleted as unnecessary because it is
superseded by provisions of the Employees’ Earnings
Protectien Law. See Chapter 25 (commencing with Section
723.010}. The reference to Section 690.6 and the references to
division of earnings between creditors under Section 690.6 have
been deleted to conform to the amendment of Section 690.6.

§ 710 (techniccl omendment)

SEC. 10. Section 710 of the Code of Civil Procedure is
amended to read:

710. (a) Whenever a judgment for the payment of
money is rendered by any court of this state against a
defendant to whora money is owing and unpaid by this
state or by any county, city and county, city or
municipality, quasi-municipality, district or public
corporation, the judgment creditor may file a duly
authenticated abstract or transcript of such judgment
together with an affidavit stating the exact amount then
due, owing and unpaid thereon and that he desires to avail
himseif of the provisions of this section in the manner as
follows:

L. If such money ; swages or salery is owing and unpaid
by this state to such judgment debtor, said judgment
creditor shall file said abstract or transcript and affidavit
with the state department, board, office or commission
owing such money; wages er salary to said judgment
debtor prior to the time such state department, board,
office or commission presents the claim of such judgment
debtor therefor to the State Controller. Said state
department, board, office or commission in presenting
such claim of such judgment debtor to said State
Controller shail note thereunder the fact of the filing of
such abstract or transcript and affidavit and state the
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amount unpaid on said judgment as shown by said affidavit
and shall also note any amounts advanced to the judgment -
debtor by, or which the judgment debtor owes to, the
State of California by reason of advances for expenses or
for any other purpose. Thereupon the State Controller, to
discharge such claim of such judgment debtor, shall pay
into the court which issued such abstract or transcript by
his warrant or check payable to said court the whole or
such portion of the amount due such judgment debtor on
such claim, after deducting from such claim an amount
sufficient to reimburse the state department, board, office
or comrnission for any amounts advanced to said judgment

" debtor or by him owed to the State of California, and after

therefrom an amount cqual to one/half or sueh
greater portion as is allewed by statate of the United
States; of the earnings ewing to the judgment debtor for
his persenel serviees to the state rendered at any Hme
within 30 days next preeeding the filing of sueh abstract or

~ transeript; as will satisfy in full or to the greatest extent the

amount unpaid on said judgment and the balance thereof
if any, to the judgment debtsr.” .

2. If such money ; wages or salery is owing and unpaid
to such judgment debtor by any county, city and county,
city or municipality, quasi-municipality, district or public
corporation, said judgment creditor shall file said abstract
or transcript and affidavit with the auditor of such county,
city and county, city or runicipality, quasi-municipality,
district or public corporation {(and in case there be no
auditor then with the official whose duty corresponds to
that of auditor). Thereupon said auditor (or other official)
to discharge such claim of such judgment debtor shall pay
into the court which issued such abstract or transcript by
his warrant or check payable to said court the whole or
such portion of the amount due on such claim of such
judgment debtor ; less an ameunt egqual to onefhalf or such
greater pertion as i9 allowed by stetute of the United
Séaﬁe:-;;lf the earnings of the debtor ewing by the escunty;
city ety seimality: s . o 1s

Ly eaalult_y

b
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abstraet or transeript; as will satisfy in full or to the greatest
extent the amount unpaid on said judgment and the
balance thereof, if any, to the judgment debtor.

{(b) The judgment creditor upon filing such abstract or
transcript and affidavit shall pay a fee of two dollars and
fifty cenis ($2.50) to the person or agency with whom the
same is filed. _

{c} Whenever a court receives any money hereunder,
it shall pay as much thereof as is not exempt from
execution under this code to the judgment creditor and
the balance thereof, if any, to the judgment debtor. The
procedure for determining the claim of exemption shall be.
governed by the procedure set forth in Section 690.50 of
this code, and the court rendering the judgment shall be
considered the levying officer for the purpose of that
section. _ ‘

(d) In the event the moneys owing to a judgment
debtor by any governmental agency mentioned in this
section are owing by reason df an award made in a
condemnation proceeding brought by the governmental
agency, such governmental agency may pay the amount of
the award to the clerk of the court in which such
condemnation proceeding was tried, and shall file
therewith the abstract or transcript of judgment and the
affidavit filed with it by the judgment creditor. Such
payment into court shall constitute payment of the
condemnation award within the meaning of Section 1951
of this code. Upon such payment into court and the filing
with the county clerk of such abstract or transcript of
judgment and affidavit, the county clerk shall notify by
raail, through their attorneys, if any, all parties interested
in said award of the time and place at which the court
which tried the condemnation proceeding will determine
the conflicting claims to said award. At said time and place
the court shall make such determination and order the
distribution of the money held by the county clerk in
accordance therewith.

(e) The judgment creditor may state in the affidavit
any fact or facts tending to establish the identity of the
judgment debtor. No public officer or employee shall be
liable for failure to perform any duty imposed by this
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section unless sufficient information is furnished by the
abstract or transcript together with the affidavit to enable
him in the exercise of reasonable diligence to ascertain
such identity therefrom and from the papers and records
on file in the office in which he works. The word “office”
as used herein does not include any branch or subordinate
office located in a different city.

(f) Nothing in this section shall authorize the filing of
any abstract or transcript and affidavit against : {3} any
wages; or salary owing teo the Geverner licutenant
Governer; Sceretary of State; Controler; Treasurer; and
Attorney General; or {2) any overpayment of tax, penalty
or interest, or interest aliowable with respect to such
overpayment, under Part 10 (commencing with Section
17001) or Part 11 (commencing with Section 23001) of
Division 2 of the Revenue and Taxation Code. '

(g} Any fees received by a state agency under this
section shall be deposited to the credit of the fund from
which payments were, or would be, made on account of a
mﬁ under this sec:li‘é;:. For the Wﬂeﬂ Bevm

; payrrents e State Pay 3
Fund shall be deemed payments made from the fund eut
of which moneys to meet sueh payments were transferred
to said revolving fund.

debior by any governmentnl agerey mentioned in this
seetion are for wages or salary; the judgment ereditor shall
meil under a separate eover et the dme of fling the
effidavit with the governmental ageney; in an

marked “Personal and Confidentiel; & copy of

judgment debtor at his place of
Fhe Netiee to Judgment Dobtor shall be in 10/peint
beld &rpe; and in the fore

¥ou may be entiled to file a elaim exempling your
selary or weges from exeeution: ¥ou may seck the advies
of any attorney er may; within 10 days from the date your
salary or wages were levied upen; deliver an affidavit bo
the court rendering the judgment to exempt such salary or
weges; a5 provided ir Section 690-50 of the Code of Givil
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Procedure:
(h) This section does not authorize the mtbﬁa]dzng of

earnings of a public officer or employee. The earnings of
a public officer or employee may be withheld only

pursuant to Chapter 2.5 (conumencing with Section

723.010).

Comment, Section 710 is amended to eliminate the use of the
abstract of judgment procedure as a means of garmshmg the
wages or salary of a public officer or employee. The earnings of
pubtic officers and employees may be withheld pursuant to the
Employees’ Earnings Protection Law only. See Chapter 2.5
{commencing with Section 723.010).

CHAPTER 2.5. EMPLOYEES® EARNINGS
PROTECTION LAW
SeEc. 11. Chapter 23 (commencing with Section

723,010) is added to Title 9 of Part 2 of the Code of Civil
Procedure, to read:

CHAPTER 2.5. EMPLOYEES" EARNINGS PROTECTION
Law

Article 1. Definitions
Article 1. Definitions

§ 723.010. Short title

723.010. This chapter shail be known and may be cited
as the “Employees’ Earnings Protection Law.”

§ 722.011. Definitions

723.011. As used in this chapter:

(a) “Earnings” means compensation payable by an
employer to an employee for personal services perform
by sach employee whether denominated as wages, salary,
commission, bonus, or ctherwise.

(b} “Employee” means a public officer and any
individual who performs services subject to the control of
%2 ?imployer as to both what shall be done and how it shall

one.
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{c} “Employer” means a person for whom an
individual performs services as an employee.

(d) “Judgment” includes a support order. _

(e) “Judgment creditor” raeans the person in favor of
whom a judgment is rendered and includes his
representative. As applied to the state, “judgment
creditor” means the specific state agency seeking to
collect a judgment or tax liability.

(f) “Judgment debtor” means the person against whom
a judgment is rendered and includes a person from whom
the state is seeking to collect a tax liability.

(g) “Person” includes an individual, a corporation, a
partnership or other unincorporated association, and a
public entity. '

Comment. Section 723.011 states definitions used in applying
this chapter. This chapter deals only with the garnishment or
withholding of earnings for services rendered in an
employer-employee relationship, Sse Section 723.020.:
Subdivisions {b) and {c) are based on the common law
requirements for such relationship. It should be noted that an
employee may be given considerable discretion and still be an
empiloyee as long as his employer.has the legal right to control
both method and resuit. However, no attempt is made here to
incorporate specific case law arising out of situations involving
problems and issues unrelated to the purposes and procedures
relevant in applying this chapter. “Employee” includes both
private and public employees. See subdivisions (b}, (¢}, and
(g). See also Section 710.

“Earnings” embraces all remuneration “whether
denominated as wages, salary, commission, bonus, or
otherwise.” The infinite variety of formms which such
compensation can take precludes a more precise statutory
definition. Accordingly, the Judicial Council will be required in
some circumstances to provide by rule, consistent with the
statutory definition, whether certain items are an employee’s
earnings and, if so, the earnings period to which such earnings
are attributable. See Section 723.150, One such item will
probably be vacation credits or pay. Different employers will
treat this form of compensation differently. Generally speaking,
however, vacation pay should be subject to withholding only
when paid, 7e, when the employee goes on vacation or
terminates his employment in circumnstances where he has the
right to be paid his accrued benefits.
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Unlike the definition of “earnings™ used in Title III of the
federal Consumer Credit Protection Act of 1968, the term used
here does not include “periodic payments pursuant to a pension
or retirement program.” Separate treatment is accorded such
payments under Section 690.18%.

Arficle 2. General Provisions
Article 2. General Provisions

§ 723.020. Exclusive procedure for withholding earnings

723.020. The earnings of an employee shall not be
required to be withheld for payment of a debt by means
of any judicial procedure other than pursuant to the
provisions of this chapter. "

Comment. Section 723.020 makes the Employees’ Earnings
Protection Law the exclusive judicial method of compelling an
employer to withhold earnings. Attachment of earnings before -
sudgment is abolished by Section 690.6. For provisions relating
to voluntary wage assignments, see Labor Code Section 300. For
issuance of an earnings withholding order to enforce an order
for support, see Section 723.030, Civil Code Section 4701, Penal
Code Section 270h, and Welfare and Institutions Code Section
11489. This chapter has no effect on:judgment collection
procedures that do not involve the withholding of an
employee’s earnings. See, eg, Section 680.18 (retirement
funds). See also Sections 690.5% (paid earnings) and 690.18%
(payments from retirement pian). However, where an
employee’s earnings are sought to be garnished, the creditor
must comply with the provisions of this chapter. This rule
applies to public entities as well as private persons. This chapter,
for example, imposes limitations on the state’s ability to garnish
wages for tax delinquencies pursuant to its warrant and notice
procedures. See Article 4 (commencing with Section 723.070).

The Employees’ Earnings Protection Law has no effect on
matters that are preempted by the federal law, such as federal
bankruptcy proceedings—including proceedings under
Chapter X111 of the Bankruptey Act—and federal tax collection
procedures. E.g.. INT. REV. CODE of 1954, § 6334{c). Nor does
this chapter apply to deductions which an employer is
authorized by statute to make for such items as insurance
premiums and payments to health, welfare, or pension plans.
See, e.g, GovT. CODE §§ 1158, 12420; LABOR CODE §§ 224, 300,
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Finally, this chapter does not affect the procedures for the
... examination of a debtor of the judgment debtor provided in
Chapter 2 (Sections 717-723) of this part. See Comument to
Section 723.154.

§ 723.021. (levy mode by eornings withholding order

723.021. Alevyupon the earnings of 2 judgment debtor
shall be made by an earnings withholding order, directed
to his employer, in accordance with this chapter.

§ 723.022. Employer's duty to withhold; withholding period

723.022. (a) As used in this section, “withholding
period” means the period which commences on the fifth
day after service of an earnings withholding order upon .
the employer and which continues until the first of the
following dates:

(1) The 125th day after the order was served. 1

{2) The date of termination requested by the creditor
or ordered by the court. .

{3) The date the employer has withheld the full amount
specified in the order. a

(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 such employee
which ends during the withholding period.

{e)} Notwithstanding subdivision (b), an employer shall
cease withholding pursuant to an earnings withholding
order whenever he is served with a certified copy of a
satisfaction of the judgment upon which the order is based.

(d} An employer is not liable for any amounts withheld
and paid over to a judgment creditor pursuant to an
earnings withholding order prior to service upon the
employer of a written notice of termination of such order
or a certified copy of a satisfaction of the judgment upon
which the order is based.

(e) For the purposes of this section, service shall be
deemed complete on the date the paper served is actually
first received at either the branch or office where the
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employee works or the office from which he is paid.

Comment. Section 723.022 states the basic rules governing the
employer’s duty to withhold pursuant to an earnings
withholding order.

Subdivision (b} requires the employer to withhold from all
earnings of an employee payable for any pay period of such
employee which ends during the “withholding period.” See
Section 723.15¢ (Judicial Council authorized to adopt rules
regarding the pay period to which commissions, bonuses, and
the like are attributable). The “withholding period” is

described in subdivision (a). It should be noted that only . |

earnings for a pay period ending during the withholding period
are subject to levy. Earnings for prior periods, even though still

in the possession of the emplover, are not subject to the order,

An employer may not, however, defer or accelerate any

payment of earnings to an emplovee with the intent to defeat
or diminish the satisfaction of a judgment pursuant to this
chapter. See Section 723.153. .

The withhclding period generally commences five calendar
days (not working or business days) after service of an e
withholding order is completed. Subdivision {e) makes clear
that, for the purposes of this section, service is completed when
the particular paper is actually received at the proper office.
Compare Section 723.101. For example, if an order is served on
Friday, the withholding period would commence on the
following Wednesday, $ee Conx Civ. PRoC. § 12. The five-day
delay atfords the employer time to process the order within his
orgamization, ie, deliver the order to the employer’s
bookkeeper, make bookkeeping adjustments, and so on. The
introductory clause to subdivision b} recognizes certain
exceptions to this general rule. An employer is not generally
required to withhold pursuant to two orders at the same time;
thus, a subsequent order will not be given effect. See Section
723.023 (priority of orders) and Comment thereto, Moreover,
withholding may be delayed beyond the normal five-day period
where a prior assignment of wages is in effect. However, this
delay does not affect the date the withholding period
terminates under subdivision (a) (1). See LABOR CODE § 300
and Comment thereto.

The withholding period does not end until the first of the
events described in paragraphs (1) through (3) of subdivision
(a} oceurs; thus, the employer has a continuing duty to
withhold. ‘

Paragraph (1) provides a general expiration date 125 days
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 after the date of service—thus, the employer will usually be

required to withhold for 120 days.

Paragraph {2) reflects the fact that a creditor may voluntarily
terminate an order or the couri inay order termination. See
Section 723.105. Of course, in sorme situations, the court will only
modify the prior order, and the employer then must comply
with the order as modified.

Paragraph (3) requires the employer to stop withholding
when he has withheld the full amount specified in the order.

Again, it should be noted that there are certain exceptions to
these rules. One of these is stated in subdivision (¢} which
reqquires the employer to stop withholding after he has been
served with a vertified copy of a satisfaction of the judgment
upon which the order is based. See Section 723.101 {manner of
service). The judgment creditor has an affirmative duty to so
inform the employer of the satisfaction. See Section 723.027.
Service of an order for the collection of state taxes suspends the
duty of an employer to withhold pursuant to a prior order
{other than an order for support). See Section 723.077 (tax
orders). However, this is only a suspension. After the tax order
is satisfied, if the withholding period for the prior order has not
ended and the duty to withhold has not ended under
subdivision {c), the employer must again withhold pursuant to
the prior order. Sirnilarly, the duty to withhold is not terminated
by the layoff, discharge, or suspension of an employee and, if the
employee is rehired or returns to work during the withholding
period, the employer must resume withholding pursuant to the
order. Finally, the termination of certain types of
orders-—orders for the coliection of state taxes and support
orders-are governed by separate rules. See Sections 723.030
{support orders); T23.078 (tax orders).

Sometimes an order will be terminated or the judgment upon
which it is based will be satisfied without the employer’s prior
knowledge. Subdivision (d) makes clear that an employer will
not be subject to liability for having withheld and paid over
amounts pursuant to an order prior to service of a written
termination of the order or a certified copy of a satisfaction of
judgment. Cf Section 723.078 (tax orders) . The employee must
look to the creditor for the recovery of amounts previously paid
out. See Section 723.134 {emplover entitled to rely on
documents actually served). See also Section 723.105 (recovery
from creditor of amounts received after order terminated).

An earnings withholding order may also be affected by
federal bankruptey proceedings.
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§ 723.023. Priority of orders generally

723.023. (a) Except as otherwise provided in this
chapter: -

(1) An employer shall comply with the first
withhelding order served upon him.

(2) If the employer is served with two or more orders
on the same day, he shall comply with the order issued
pursuant to the judgment first entered. If two or more
orders served on the same day are also based on judgments
entered upon the same day, the employer shall comply
with whichever one of such orders he selects.

{3) If an earnings withholding order is served during . |

the period that an employer is required to comply with
another earnings withholding order for the same
judgment debtor, the subsequent order is ineffective and
the employer shall not withhold earnings pursuant to the
subsequent order.

{b) For the purposes of this section, service of an
earnings withholding order shall be deemed complete on
the date it is actually first received at either the branch or
office where the employee works or the office from which
hie is paid.

Comment. Section 723.023 establishes the general rules
governing priority of earnings withholding orders. Generally
speaking, the first order served is given priority. Occasionally,
two or more orders will be served on the same day. In this
situation, the employer must comply with the order which was
issued pursuant to the judgment first entered. The date of entry
of judgment will be indicated on the face of the order. See
Section 723.1¢5. In rare instances, orders served the same day
will also be based on judgments entered the same day. In this
situation, the employer has complete discretion to choose the
order with which he wili comply. He must, of course, comply
with one of these orders. For exceptions to these basic priority
rules, see Sections 723.030 (support orders) and 723.077 (state
taxes) and the Comments thereto. Unless the subsequent
earnings withholding order is for state taxes or fqr support, an
order is ineffective if the employer receives the order while he
is required to comply with another. In such a case, the employer
does nof hold such an order and give it effect when the prior
order expires but returns it. See Section 723.104. However, the
creditor may serve the same order within 45 days after its
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issuance. See Section 723.103{c).

it should be noted that, in some circumstances, the operation
of an order may be suspended, but the duty to withhold is not
terminated. See, eg, Section 723.077 (tax order suspends
operation of prior order); Labor Code Section 300 (suspension
where prior assignment in effect) . See also Comment to Section
723.022. In such cases, as well as in cases where the subsequent
order is not given effect, the employer is required to advise the
creditor who has served the order that is suspended or not given
effect of the reason for the employer’s action. See Sections
723.077 and 723.104, -

An empleyer is generally entitled to rely upon what is served
upon him. See Section 723.154 and Comment thereto. He is not
required to inguire as to whether or not a creditor has either
obtained or served an order improperly. ,

An earnings withholding order may be served either
personally or by certified or registered mail. See Section
723.101. In the latter case, should the employer refuse service
(thus forcing the creditor to serve personally), Section 723.101
makes clear that this action does not cause the creditor to lose
his priority and outlines the rights of the various parties in such
circumstances.

§ 723.024. Employer’s seivice. charge for withholding

723.024. Each time an employer makes a deduction
from an employee’s earnings pursuant to an earnings
withholding order, he may make an additional deduction
of one dollar ($1) and retain it as a charge for his services
in complying with the earnings withholding order.

Comment. Section 723.024 authorizes, but does not require,
an employer to deduct an additional dollar as a service charge
each time he is required to withhold a portion of his employee's
earnings pursuant to an earnings withholding order. For
example, if the employee is paid weekly and an amount is
withheld each week pursuant to the earnings withholding
order, the employer may deduct an additional service charge of
ane dollar each week. A similar one-dollar charge was formerly
authorized under Civil Code Section 4701. A charge of $2.50 was
authorized under Code of Civil Procedure Section 710 when
earnings of a public employee were levied on under that
section. However, there was no provision authorizing an
employer to make a service charge in cognection with wage
garnishments generally. :



§ 723.025. Payment to judgment creditor

723.025. The amount required to be withheld pursuant
to an earnings withholding order shall be paid to the
person specified in the order within 15 days after each
payment of earnings is made to the employee unless the
employer elects to pay in regular monthly payments made

- not later than the 15th day of each month. In the latter

case, the initial monthly payment shall include all amounts
required to be withheld from the earnings of the
employee during the preceding calendar month up to the
close of the employee’s pay pericd ending closest to the
last day of that month, and thereafter each monthly
payment shall include amounts withheld from the
employee'’s earnings for services rendered in the interim
up to the close of the employee’s pay period ending closest
to the last day of the preceding calendar month.

Comment. Section 723.025 specifies when the amounts
withheld pursuant to an order must be paid over to the creditor.
Generally, this must be done within 15 days after the employee
is paid the amount remaining after withholding, but the
employer may elect to make monthly remittances.

Begardless of when, or if, payment is required, the employer
is required to send an employer’s return to the judgment
creditor. See Sections 723.104 and 723.126.

§ 723,026, Judgment creditor to furnish receipt for poyment

723.026. Within 10 days after he receives any payment
pursuant to an earnings withholding order, the judgment
creditor shall send the judgment debtor a receipt for such
payment by first-class mail, postage prepaid. The receipt
shall state the amount of the payment received, the
maximum amount that may be withheld pursuant to the
earnings withholding order, and the total amount received
by the creditor during the period the order has been in
effect. No receipt is required for payments received
pursuant to a withholding order for support.

Comment. The receipt required by Section 723.026 not only
provides the judgment debtor with a record of payments made
on the judgment but also enables the judgment debtor to
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determine whether his employer has paid the amount withheld
from his earnings to the judgment creditor.

§ 723.027. Creditor required to notify émpfoyer when judgment
satisfied

723.027. If the judgment pursuant to which the
earnings withholding order is issued is satisfied prior to the
end of the withholding period provided in Section 723.022,
the judgment creditor, within five days (Saturday, Sunday,
and holidays excepted} of such satisfaction, shall:

(a) File a satisfaction of judgment in the court which
issued such order; and

(b} Serve a certified copy of such satisfaction on the
judgment debtor’s employer.

Comment. Section 723.027 requires the filing of a satisfaction
of judgment and service of a copy thereof on the employer if the
judgment is satisfied “prior to the end of the withholding
period.” In some cases, the employer will be aware of the
satisfaction by virtue of having himself withheld the amount
necessary to satisfy the judgment. See Section 723.022(a) (3). In
this case, Section 723027 does not apply. However, the
judgment may be satisfied by additional payments from the
debtor or through other debt collection procedures instituted
by the creditor. If this is the case, Section 723.027 applies, and
the creditor has the duty to notify the employer promptly of the
satisfaction by serving on him a certified copy of such
satisfaction.. As to the general duty of a creditor to furnish a
debtor a satisfaction of judgiment, see Section 675. As to manner
of service, see Section 723.101.

§ 723.028. Withholding order for costs and interest

723.028. Subject to Section 723.107, after the amount
stated as owing in the earnings withholding order is paid,
the judgment creditor may apply for issuance of another
earnings withholding order covering costs and interest
that may have accrued since application for the prior
order. )

Comment. Section 723.028 makes clear that a judgment
creditor must apply for another earnings withholding order to
recover costs and interest that accrue following the application
for a prior order. To illustrate: A creditor obtains a judgment
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which his debtor does not pay. The creditor applies for and
secures an earnings withholding order direcied to the debtor’s
employer. The application and order require payment of only
those amounts owing at the time of the application for this
order. See Sections 723.121 (application for issuance of earnings
withholding order) and 723125 {content of i

withholding order). After the application for this order, further
costs may, and interest on the judgment will, accrue. If the
creditor wishes to recover these amounts by wage garnishment,
he must apply for another earnings withholding order,
following the same procedure as before. This application and
order is subject to the same general requirements as any other
withholding order. It is not entitled to any priority over the
orders of other creditors, and the creditor is required to comply -
with the waiting period prescribed by Section 723.107.

§ 723.029. Llien created by service of earnings withholding order

723.029. Service of an earnings withholding order
creates a lien upon the earnings required to be withheld
pursuant to such order. Such lien shall continue for a
period of one year from the date such earnings became
payable.

Comment. Section 723.029 is the counterpart of subdivision
{c) of Section 688. Section 688(c} provides that the levy under
a writ of execution creates a lien on the property levied upon
for a period of one year from the date of the issuance of the
execution. Service of an earnings withholding order also
constitutes a levy (see Section 723.021), but itisnot alevy of a
writ of execntion. Therefore, a separate provision is required to
flegulate the existence, commencement, and duration of the

en,

The purpose of Section 723.029 is to protect the employer
against stale claims and to give the levying creditor priority over
competing claims by third parties where the priority questions
are not aiready regulated by other provisions of this chapter.
See Section 723.023; see also Labor Code Section 300. For
example, if installments are not promptly paid, competing
claims may arise under conflict-of-laws rules (see Sanders v.
Armour Fertilizer Works, 292 U.S. 190 (1934} ) or insupervening
proceedings under the Bankruptey Act (§ 67(a}).

Since the lien is created upon periodic payments, the
one-year period is measured from the date when each
installment required to be withheld becomes payable. This rule
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is comparable to that provided for judgment liens for alimony
and child support payments by Section 674.5 of the Code of Civil
ure.

Although the lien is limited to one year, it will not expire if,
before the end of the one-year period, the levying creditor
brings suit against the employer for the payment of the sums the
creditor claims should have been paid to him. See Boyle v.
Hawkins, T1 Cal.2d 229, 455 P.2d 97, 78 Cal. Rptr. 161 (1969).

§ 723.030. Orders for support

73.030. (a) A “withholding order for support” is an
earnings withholding order to enforce a court order for
the support of any person. A withholding order for support -
shall be denoted as such on its face.

(b) Notwithstanding any other provision of this
chapter: '

(1) The restrictions on earnings withholding contained
in Section 723.050 do not apply to a withholding order for
support. The amount to be withheld pursuant to a
withholding order for support shall be limited to the
amount of the continuing periodic payments ordered by
the court in a prior judgment except that, upon motion of
the judgment creditor, after notice and hearing and upon
good cause shown, the court may order that the amount to
be withheld pursuant to a withholding order for support
be increased to include payment, in whole or in part, of
delinquent amounts owing on the prior judgment. In no
case shall the amount an employer withholds pursuant to
a withholding order for support exceed the amount of
earnings payable to the judgment debtor by the employer
after deducting all amounts required to be withheld by
law or by any contract which is not revocable by the
employee or at his instance. .

(2} ‘An employer shall continue to withhold pursuant to
a withholding order for support until it expires by its terms
or the court orders its termination, except that an earnings
withholding order for support shall antomatically
terminate one year after the employee is no longer
employed by the employer.

(3) A withholding order for support shall be given
priority over any other earnings withholding order. An
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employer upon whom & withholding order for support is
served shall withhold and pay over earnings of the
employee pursuant to such order even though he is
already required to comply with another earnings
withholding order.

{4) Subject to paragraph {3) and to Article 3
(commencing with Section 723.050), an employer shall
withhold earnings of an employee pursuant to both a
withholding order for support and another earnings
withholding order simultaneously.

{5) An employer shall withhold the amount of the
periodic payments specified in the withholding order for
support. Where the period provided in the order is
different from the pay pericd of the employee, the
employer shall prorate the amounts withheld so that the
total amount withheld and paid over to the judgment
creditor for any given period equals the amount required
by the order to be withheld for the same period. The
amounts withheld shall be paid to the person specified in
the order in accordance with Section 723.025.

Comment. Section 723.030 provides special rules for an
-earnings withholding order to enforce a court order for the
support of any person, including a former spouse of the
judgment debtor. An earnings withholding order for support is
given a different effect than other withholding orders: It is
effective until terminated by the issuing court (it may, of
course, be modified); it is unrestricted in amount; even when
in effect, it does not necessarily preclude withholding on either
a prior or subsequent order. If not earlier terminated by the
court, the order automatically terminates one year after the
employee is no longer employed by the employer. Thus, for
example, if the employee is laid off but retumns to work for the
same employer within one year from the date of the layoff, the
employer must withhold pursuant to the support order. On the
other hand, if the employee does not return to work until more
than one year from the date he was laid off, the order expires
at the end of the year, and nothing is withheld pursuant to the
order when the employee returas to work. .

The amount specified in the earnings withholding order for
support is always withheld first from the support obligor's
earnings and paid over to the person specified in that order.
However, a prior order remains in effect, and a judgment
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creditor may still obtain an earnings withholding order even
where there is already in effect a prior earnings withholding
order for support. Thus, where there are two orders in
effect—one for support and one for another obligation—the
arnount withheld for support is deducted from the employee’s
earnings first. The amount, i any, that may be w.ithheld
pursuant to the other order is determined by subtracting the
amount withheld pursuant to the withholding order for support
from the amount that otherwise could be withheld pursuant to
the other order. See Sections 723.077 and 723.050
and the Comments thereto.

Paragraph (1} of subdivision {b) is consistent with prior law.
Under prior law, the exemption for 30 percent of a person’s

‘earnings did not apply to a judgment based on a support

obligation. £.g, Bruton v. Tearle, 7 Cal.2d 48, 57,59 P.2d 933, 957

© (1936) (dictum); Rankins v. Rankins, 5% Cal. App.2d 231, 126

P.2d 125 (1942). Compare WgLF. & INsT. CODE § 11489, Also,
under prior law, the court had the power to make an equitable
division of the debtor’s earnings between, for example, his first
wife and children and himself and his second family. See
Rankins v. Rankins, supra. Paragraph (1) makes the exemption
provided by Section 723.050 inapplicable. However, the
exemption provided by Section 723.051 is applicable to an
earnings withholding order for support. Paragraph (1} thus
continues the substance of the prior case law. A determination
that the exemnption provided by Section 723.051 applies has no
effect on the support order upon which the earnings
withholding order is based; application for modification of the
original order for support must be made separately. See CIvIL
CODE § 480L. See also Thomas v. Thomas, 14 Cal 2d 355, 4 pad
810 (1939}. Accordingly, the obligation imposed by the original
support order will continue and amounts required to be paid
under that order will accamulate until such amounts are paid
or the order is modified,

Article 3. Restrictions on Earnings Withholding
Article 3. Restrictions on Earnings Withholding

§ 723.050. Maximum amount of eamings that may be withheld

723.050. (a) As used in this section, “nonexempt
earnings” for any workweek means the ehrnings of the
judgment debtor for that workweek less the sum of all the
following: -

(1) The amount that would be withheld for federal
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personal income taxes from the same amount of earnings
of a single person who claims one exemption.

- (2) amount that would be withheld for federal
social security taxes from the same amount of earnings if

earned during the first week of a calendar year by a person

subject to withholding for that tax. - :

(3) The amount that would be withheld for state
disability insurance contributions under Sections 884 and
985 of the Unemployment Insurance Code from the same
amount of earnings if earned -during the first week of a
calendar year by a person subject to withholding for that
purpose. .

(4) The amount that would be withheld for state
personal income taxes from the same amount of earnings

. of a single person who claims one exemption.

(5) An amount equal to 30 times the federal mintmum
hourly wage prescribed by Section 6(r) (1) of the Fair
Labor Standards ﬁc: of 1938 in effect at the time the
earnings are payal - .

(b) Except as otherwise provided in Sections 723.030,
723.074, 723.075, and 723.076, the maximum amount of the
earnings of a judgment debtor in any workweek which can
be withheld pursuant to this chapter shall be computed as
provided in this subdivision. If the nonexempt earnings of
the judgment debtor for the workweek are less than
twenty dollars. (§20), nothing shall be withheld. If the
nonexezgt earnings of the judgment debtor for the
workweek are twenty dollars ($20) or mare, ten dollars
(810) plus 23 percent of the nonexempt earnings in excess
of twenty dollars ($20) shall be withheld. Where the
nonexemEt earnings of the judgment debtor for the
workweek are twenty dollars ($20) or more, if the amount
computed under this subdivision is not & multipie of one
dollar (81), fractional amounts less than one-half dollar
($0.50) shail be disregarded and fractional amounts of
one-half dollar ($0.50) or more shall be rounded upward
to the next hjif\er whole dollar.

{¢) The Judicial Council shall prescribe By rule the
method of computing the amount to be withheld in the
case of earnings for any pay period other than a week,
which method shall be substantially equivalent in effect to
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that prescribed in subdivision (b).

{d) The Judicial Council shall prepare withholding
tables for determining the amount to be withheld from the
earnings of employees for representative pay periods. The
tables may prescribe the amounts to be withheld
according to reasonable earnings brackets. The tables
prepared by the Judicial Council pursuant to this
subdivision shall be used to determine the amount to be
withheld in all cases where the tables permit computation
of the amount to be withheld.

Comment. Section 723.030 provides the standard exemption
applicable to all earnings withholding orders other than orders
for support and certain orders for taxes. See Sections 723.030
(support); 723,074 and 723.076 (taxes),See also Section 723.051
‘(exemption obtained by special hardship showing}.

Section 723.030 reflects policies similar to those underlying
Sections 302 and 303 of the federal Consumer Credit Protection
Act. Thus, in determining the amount of the debtor’s earnings
subject to garnishment, under both this section and the federal
law, certain basic amounts withheld pursuant to law are first
deducted. However, federal law requires the deduction of all
amounts actually “required by law to be withheld.” For
example, the amount actuslly withheld for federal income tax
purposes from the debtor’s earnings is deducted in determining
his earnings subject to garnishment {“disposable earnings”).
Thus, a debtor claiming a greater number of exemptions will
have less withheld and therefore more subject to garnishment.
This produces the anoinalous situation that a debtor with a large
family and greater needs may have more earnings
than a single debtor with the same gross income and with more
limited needs. Morecver, the federal statute does not elaborate
upon what are considerad to be “amounts required by law to be
withheld.” To alleviate these problems, Section 723.050 specifies
the amounts to be deducted in determining the portion of the
debtor’s earnings which are subject to garnishment
{“nonexempt earnings”). These items are related to the types
of deductions made under federal law; e, they are based on the
amounts withheld for federal and state income taxes, social
security, and state disability insurance. See parageaphs (1)-(4)
of subdivision (a). However, the amount deducted to
determine nonexempt earnings is fixed according to a formula
and is not necessarily the amount actually deducted from the
debtor’s earnings. One of the major benefits of this scheme is
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that it permits tables to be prepared which indicate the exact
amount to be withheld from any given amount of earnings. |
Subdivision (d) directs the Judicial Council to prepare tables
which will be distributed to employers required to withhold
earnings. See Section 723.103(b). An employer therefore
generally need not make any computations but will simply
withhold pursuant to an earnings withholding order the amount
listed in the tables provided him.

Both the federal scheme and Section 723.050 make some
provisions for the effect of inflation. The federal statute,
however, merely provides a floor based on the federal
minimum wage. That is, the federal statute does not permit the
creditor to reduce the debtor’s weekly disposable earnings
below an amount equal to 30 times the federal minimum wage.
As the federal minimum wage is increased, this floor is
increased accordingly. {Under the federal law in effect on
January i, 1972, if a debtor's disposable earnings are less than $48
per week, no garnishment is permitted; if his disposable
earnings are between $48 and $64, all his disposable earnings
above $48 are subject to garnishment; if his disposable earnings
are more than $64 a week, 25 percent of his disposable earnings
are subject to garnishment.) This floor is not an exemption
excluded from every debtor’s earnings. In contrast, paragraph
(5} of subdivision (a) provides a basic minimum exemption that
is always deducted in determining nonexempt earni
Moreover, subdivision (b) provides a formula that precludes
withholding of less than $10, thus providing additional
protection to low income wage earners and saving employers
the expense of withholding an amount less than $10. CF Section
723.074 (state taxes). _

Where an earnings withholding order for support is in effect,
the amount withheld pursuant to such crder is deducted from
the amount that otherwise would be withheld pursuant to any

other order. See Sections 723.030 and 723.077 and Comments

thereto. Suppose, for example, that an employee’s earnings are
$400 and a withholding order for support is jn effect which
requires $40 to be withheld. Assume that the table prepared
pursuant to Section 723.050 limits the amount that may be
withheld on $400 earnings to $54. To determine the maximum
amount which may be withheld pursuant to another earnings
withholding order, the $40 withheld pursuant to the support
order is subtracted from $54, leaving $14 as the maximum
amount that may be withheld pursuant to the other order. The
amount that could be withheld pursuant to an earnings
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withholding order for taxes would be computed in the same
manner using the table prepared pursuant to Section 723.074.

§ 723.051. Amounis essential for fomily support exempt

The portion of his earnings which a judgment
debtor proves is essential for the support of himself or his
family is exempt from levy under this chapter unless the
debt is incurred for personal services rendered by any
employee or former employee of the judgment debtor.
This standard recognizes that the exemption provided by
Section 723.050 should be adequate, except in rare and
unusual cases, to provide the amount essential for the
support of the judgment debtor or his family. This
standard also recognizes that the exemption provided by
Section 723.050 may not be adequate, for example, in cases
where there are a large number of members of the
judgment debtor’s family who are dependent upon his
earnings for their support. Neither the judgment debtor’s
accustomed standard of living nor a standard of living
“gppropriate to his station in life” is the criterion for
measuring the debtor’s claim for exemption under this
section. .

() If the earnings withholding order is one de-
scribed in Section 723.030 and the judgment debtor
claims the exemption provided by subdivision {a),
the court shall make an equitable divizion of the

Judgment debtor's earnings and shall make an appro-
priate order on the claim of exemption.

Comment, Section 723.051 is based on the exemption formerly
 provided by subdivision {¢) of Section 690.6. However, the
standard for the exemption provided here is more restrictive
than former subdivision {c} of Section 690.6 (“essential for
support™ as compared to “necessary for the use”). This strict
standard recognizes that the liberal exemption provided hy
Section 723.050 should be adequate except in a small percentage
of cases such as, for example, where the debtor has five or six
children who are dependent on his earnings for their support
or has large medical expenses. See also Section 723.124 (content
of judgment debtor’s financial statement). Section 723.051 is not
intended to be used for the maintenance of a life style
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appropriate to the debtor’s station in life or an accustomed
standard while the debtor owes money on unsatisfied
judgments against him. The last sentence of Section 723.051
retains existing law. See the Comment to Section 723.030.

Former subdivision {c) of Section 690.6 prevented the debtor
from claiming the support exemption if the debt sought to be
collected was incurred “by the debtor, his wife, or his family for
the common necessaries of life.” In actual operation, the effect
of the “common necessaries” rule in California was to decide
the question whether competing creditors couid reach a
debtor’s earnings neither from the debtor’s point of « /... {the
needs of the debtor’s dependents were ignored) nior Fom the
creditor’s viewpoint (no consideration was given to whether
the creditor was careful to advance credit to the debtor only
after ascertaining that his credit worthiness showed an ability to_
pay or whether the creditor provided the debtor with quality
goods or services). Rather, the claims of competing creditors for
earnings could be decided on the technical, and usually
irrelevant, issue of what was a “common necessary of life.” See, -
eg., Los Angeles Finance Co. v, Flores, 110 Cal. App.2d Supp.
850, 243 P.2d 139 (Sup. Ct. L.A., App. Dep't 1952). The
“comrnon necessary” exception, has accordingly been
eliminated. .

Article 4. Earnings Withholding Orders for Taxes

Article 4. Earnings Withholding Orders
for Taxes

§ 723.070. Definitions

723.070. As used in this article: '

{a) “State” means the State of California and includes
any officer, department, board, or agency thereof. *

{b) “State tax liability"” means = liability, including any
penalties and accrued interest and costs, for which the
state would be authorized to issue {1} a warrant pursuant
to Section 1785 of the Unemployment Insurance Code or
Section 6776, 7881, 9001, 10111, 16071, 18906, 26191, 30341, .
or 32365 of the Revenue and Taxation Code or (2) a notice
of levy pursuant to Section 1755 of the Unemployment
Insurance Code or (3) a notice or order' to withhold
pursuant to Section 6702, 7851, 8952, 10051, 11451, 16101,
18817, 26132, 30311, or 32381 of the Revenue and Taxation
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Code.

Comment. Section T23.070 provides definitions for terms used
in this article.

“State” means the state or any agency thereof. Where the
term “state” is used in this article, it refers to the particular state
agency that administers the particular tax law under which
recovery of the delinquent tax is sought. See Section 723.011 (e).

The definition of “state tax liability” makes this article apply
to those tax liabilities for which a warrant may be issued
pursuant to Section 1785 of the Unemployment Insurance Code
(unemployment compensation contribution) or Section 6776
{sales and use taxes), 7881 (vehicle fuel license tax), 5001 (use
fuel tax), 10111 {motor transportation tax), 16071 (gift tax),
18906 (personal income tax), 26191 (bank and corporation
taxes), 30341 (cigarette tax), or 32365 (alcoholic beverage tax)
of the Revenue and Taxation Code or for which a notice of levy.
may be given pursuant to Section 1755 of the Unemployment
- Insurance Code (unemployment compensation contributions)
or for which a notice or order to withhold may be given pursu-
ant to Section 6702 {sales and use tax), 7851 (vehicle fuel license
tax}, 8952 {use fuel tax), 10051 {motortransportation tax), 11451
(private car tax), 16101 (gift tax), 18817 (personal income tax),
26132 (bank and corporation taxes), 30311 (cigarette tax), or
%20:33: (alcoholic beverage tax) of the Revenue and Taxation

§ 723.071. Exclusive procedure for withholding eamings for state
rax liability

723.071. This chapter shall not limit the state’s right to
collect a state tax liability except that no levy upon
earnings of an employee held by an employer shall be
effective unless such levy is made in accordance with the
provisions of this chapter and the methods of collection
referred to in subdivision (b) of Section 723.070 may not
be used to require an employer to withhold earnings of an
employee in payment of a state tax liability.

Comment. Section 723.071 makes clear that the levy
procedure for withholding earnings of an employee for the
collection of state tax liability provided in the*Employees’
Earnings Protection Law is exclusive. The authorization, for
example, to direct orders to third persons who owe the taxpayer
money found in Section 18817 (personal income tax) and
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Section 26132 (bank and corporation tax) of the Revenue and
Taxation Code is limited by Section 723.071. This article deals,
however, only with levy on earnings to collect certain state
taxes. The collection of federal taxes is accomplished pursuant
to federal law and caanot be limited by state law. See INT. REV.
CODE of 1954, § 6334(c). As to other taxes not within the scope
of this articie, the tax obligation must be reduced to judgment,
and the taxirig authority may then obtain an earnings
withholding order like any other creditor; such order is treated
the same as any other earnings withholding order, and this

article does not apply. .

§ 723.072. Withholding order for tuxes; nofice and opportunity
for review of liubility before order issved

723.072. (a} A “withholding order for taxes” is an
earnings withholding order issued pursuant to this article
to collect a state tax liability and shall be dencted as a
withholding order for taxes on its face.

i-fb) A withholding order for taxes may only be issued
where: : '

(1) The existence of the state tax Hability appears on the
face of the taxpayer’s return, including a case where such
tax lability is disclosed from the taxpayer's return after
errors in mathematical computations in the return have
been corrected; or

{2) The state tax liability has been assessed or
determined, as provided in the Revenue and Taxation
Code or Unemployment Insurance Code, and the
taxpayer had notice of the proposed assessment or
determination and had available an opportunity to have
the proposed assessment or determination reviewed by
appropriate administrative procedures, whether or not he
took advantage of that opportunity.

(c) In any case where a state tax liability has been
assessed or determined prior to January 1, 1874, and the
state determines that the requirements of subdivision (b}
may not have been satisfied, the state may send a “Notice
of Proposed Issuance of Withholding Order for Taxes™ to
the taxpayer at his last-known address by first-class mail,
postage prepaid. The notice shall advise the taxpayer that
he may have the assessment or determination reviewed by
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appropriate administrative procedures and how he may
obtain such a review, If the taxpayer is sent such a notice
and requests such a review within 30 days from the date
the notice was mailed to him, the state shall provide
appropriate administrative procedures for review of the
assessment or -determination and shall not issue the
withholding order for taxes until the administrative
review procedure is completed. If the taxpayer is sent such
2 notice and does not request such a review within 30 days
from the date the notice was mailed to him, the state may
issue the withholding order for taxes.

{d) A withholding order for taxes may be issued
whether or not the state tax liability has been reduced to
judgment. |

Comment. Section 723.072 provides that no withholding order
for taxes may be issued unless the state tax liability either
appears on the face of the taxpayers tax return or has been
determined in an administrative ‘proceeding in which the
taxpayer had notice and an opportunity for administrative
review. See Greene v. Franchise Tax Board, 27 Cal. App.3d 38,
103 Cal. Rptr. 483 (1972). However, no review of the
taxpayer’s tax liability is permitted in court proceedings
under this chapter. See Section 723.082.

Few state tax liabilities are reduced to judgment.
Subdivision {d) recognizes this. '

§ 723.073. Provisions governing tox withholding orders

723.073. Except as otherwise provided in this article,
the provisions of this chapter govern the procedures and
proceedings concerning a withholding order for taxes.

Comment. Section 723.073 makes clear that the provisions of
this chapter governing earnings withholding orders are
applicable to withholding orders for taxes except to the extent
th;t this article contains special provisions applicable to such
orders, .

§ 723.074. Agency issued withholding order for taxes

723.074. (a) The state may itself issue a withholding
order for taxes under this section to collect a state tax
liability. The order shall specify the maximum amount that
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may be withheld pursuant to the order (unpaid tax
liability including any penalties, accrued interest, and
casts). '

(b} The amount to be withheld by the employer
pursuant to an order issued under this section shall be the
amount required to be withheld pursuant to subdivision
{¢} or such lesser amount as is specified in the order.

(¢} Unless a lesser amount is specified in the order, the
amount {o be withield pursuant to an order issued under
this section is two times the maximum amount that may be
withheld under Section 723.050, except that the state may
require that ten dollars ($10) be withheld if (1) the
taxpayer’s nonexempt earnings {(as defined in Section
723.050) are twenty dollars ($20) or more but less than
thirty dollars ($30) or (2) the amount of the taxpayer's -
earnings is sufficient that a portion of his earnings would
be withheld pursuant to Section 18806 of the Revenue and
Taxation Code if such earnings were subject to
withholding under that section but the amount of his
earnings is not sufficient to permit withholding under
Section 723.050. In determining whether the earnings are
sufficient so that a portion of the earnings would be
withheld pursuant to Section 18806 of the Revenue and
Taxation Code, the table issued under that section
applicable to 2 single person without allowance for
additional exemptions shall be used. The state shall
prepare withholding tables for determining the amount to
be withheld from the earnings of employees for
representative pay periods pursuant to orders issued
under this section. The tables may prescribe the amounts
to be withheld according to reasonable earnings brackets.
The tables shall be used to determine the amount to be
withheld in all cases where the tables permit computation
of the amount to be withheld.

Comment, Section 723.074 specifies the procedure to be
followed when the state taxing agency itse)f issues the
withholding order for taxes. In such case, no application to a
court for the order is required. Under an order issued pursuant
to Section 723.074, the eroployer may be required to withhold
not more than twice the amount permitted to be withheld
pursuant to Section 723.050 (except that $10 is required to be
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withheld in certain instances where the amount of earnings
would not be sufficient to require withholding under Section
723.050}. The state taxing agency provides the employer with
withholding tables prescribing the amount to be withheld
pursaant to orders issued under this section. The amount
determined according to the applicable table must be withheld
by the employer unless the order itself specifies a lesser arnount
or the amount to be withheld is reduced pursuant to subdivision
{c) or (d) of Section 723.075.

§ 723.075. Nofice to taxpayer; reduction in amount withheld

723.075. (a) This section applies to any withholding
order for taxes issued under this article. .
{b) Together with the withholding order for taxes, the
state shall serve upon the employer an additional copy of
the order and a notice informing the taxpayer of the effect
of the order and of his right to hearings and remedies -
provided in this chapter. Within five days from the date of
service, the employer shall deliver to the taxpayer a copy
of the order and the notice, ‘except that immediate
delivery shall be made where a jeopardy withholding
order for taxes has been served. If the taxpayer isno longer
employed by the employer and the employer does not
owe him any earnings, the employer is not required to

make such delivery. B

(c) The state shall provide for an administrative
hearing to reconsider or modify the amount to be withheld
pursuant to the withholding order for taxes, and the
taxpayer may request such a hearing at any time after
service of the order. If the taxpayer requests a hearing, the
hearing shall be provided, and the matter shall be
determined, within 15 days after the request is received by
the state. '

(d) After the state has made its determination under
subdivision {c), the tatpayer may file a claim of exemption
to claim the exemption provided by Section 723.051, in the
manner provided in Section 723.105, with a court of record
in his county of residence. No fee shall be charged for filing
such claim of exemption. After hearing, the court may
modify the withholding order for taxes previously issued,
but in no event shall the amount required to be withheld
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be less than that permitted to be withheld under Section
723.050. '

Comment. Section 723.075 requires service of a copy of the
order and a notice inforraing the employee of the effect of the
order and his right to hearings and other remedies. These
papers are served on the employer who is required to deliver
themn to the employee. CF Section 723.104 {ordinary
withholding orders). See also Secticn 723.155 {employer not
subject to civil liability). Section 723.075 requires that the
taxpayer first seek administrative relief hefore he can claim the
exemption provided by Section 723.051 (hardship exemption)
in a court proceeding. Notwithstanding the hardship exemption
provided by Section 723.05, the state taxing agency is entitled
to a withholding order in an amount not less than the amount
permitted to be withheld under Section 723.050 even though
there is a court hearing on the employee’s claim that his -
earnings are essential for support,

§ 723.076. Court issued withhelding order for taxes

723.076. (a) A withholding order for taxes may be
issued pursuant to this section requiring the employer of
the taxpayer to withhold an amount in excess of the
amount that inay be required to be withheld pursuant to
an order issued under Section 7¢3.074.

(b} The state may, at any time, apply to a court of
record in the county where the taxpayer was last known
to reside for the issuance of a withholding order for taxes
under this section to collect a state tax liability,

(¢} The application for the order shall include an
affidavit stating that the state has served upon the
taxpayer both of the following:

1) A copy of the application.

(2) A notice informing the taxpayer of the purpose of
the application and his right to appear in regard to the
application.

(d) Upon the filing of the application, the court shall
immediately set the matter for hearing and the court clerk
shall send a notice of the time and place of the hearing by
first-class mail, postage prepaid, to the state and the
taxpayer. The notice shall be deposited in the mail at least
10 days before the day set for the hearing.
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(e} After hearing, the court shall issue a withholding
order for taxes which shall require the taxpayer’s
employer to withhold and pay over all earnings of the
taxpayer other than that amount which the taxpayer
proves is exempt under Section 723.051, but in no event
shall the amount to be withheld be less than that
permitted to be withheld under Section 723.050.

(f} The state may issue a temporary earnings holding
order, which shall be dencted as such on its face, in any
case where the state intends to apply for withholding
order for taxes under this section and has determined that
the collection of the state tax liability will be jeopardized
in whole or in part if the temporary earnings holding order
is not issued. The temporary earnings holding order shall
be directed to the taxpayer’s employer and shall require -
him to retain in his possession or under his control all or
such portion of the earnings of the taxpayer then or
thereafter due as is specified in the order. Together with
the temporary earnings holding order, the state shall serve
upon the employer an additional copy of the order and a
notice informing the taxpayer of the effect of the order
and of his right to remedies provided in this chapter. Upon
receipt of the order, the employer shall deliver to the
taxpayer a copy of the order and notice. If the taxpayer is
no longer employed by the employer and the employer
does not owe him any earnings, the employer is not
required to make such delivery. The temporary earnings
holding order expires 15 days from the date it is served on
the employer unless it is extended by the court on ex parte
application for good cause shown. If a temporary earnings
holding order is served on an employer, the state may not
thereafter, for a period of six months, serve on the same
employer another temporary earnings holding order for
the same employee unless the court for good cause shown
otherwise orders. Sections 723.153 and 723.154 apply to
temporary eamings hoiding orders issued: under this
section.

Comment. Section 723.076 provides a procedure whereby the
taxing agency can obtain an order, after court hearing, that
requires the employer to withhold all of the employee's
earnings in excess of the amount essential for the support of the
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taxpayer and his family. An order may be obtained under
Section 723.076 that requires the withholding of more than the
amount that the state faxing agency could require the employer
to withhold pursuant to 2n order issued by the agency itself
under Section 723.074. This grant of authority is not intended as
a directive that such authority be used generally. This extreme
remedy could be harsh in its application and should be used
sparingly. The state taxing agency is always entitled to a
withholding order in an amount not less than the amount
permitted to be withheld vnder Section 723.050 even though
there is a court hearing on the employee's claim that al! of his
earnings are essential for the support of the taxpayer and his
femnily. Provision is made in subdivision (f) of Section 723.076 for
a temporary order directing the employer to hold any earnings
of the employee then or thereafter due. Such orders should be
used only in rare and unusual cases.

§ 723.077. Priority of ordars

723.077. (a) Subject to subdivision (b), an employer
upon whom a withholding order for taxes is served shall
withheld and pay over earnings of the employee pursuant
to such order and shall cease to withhold earnings
pursuant to any prior order except that a withholding
order for support shall be given priority as provided in
Section 723.030. When an employer is required to cease
withholding earnings pursuant to a prior order, he shall
notify the judgment creditor who obtained the prior order
that a supervening withholding order for taxes is in effect,

(b) An emplover shall not withhold eamnings of an
employee pursuant to a withholding order for taxes if a
prior withholding order for taxes is in effect, and, in such
case, the subsequent withholding order for taxes is
ineffective.

Comment. Section 723.077 deals with the priority a tax
withholding order is t¢ be given with respect to other earnings
withholding orders. A withholding order for taxes takes priority
over any prior order except one for support or another
withholding order for taxes. As indicated in the Comment to
Section 723.030, a support order always takes priority over any
other order. Thus, where a support order is in effect and a
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subsequent tax order is received, the ernployer will continue to
withhold for support, and the amount withheld pursuant to the
tax order will be reduced by the amount withheld pursuant to
the withholding crder for support. Similarly, where a tax order
is in effect and & support order is served, the support order again
takes priority. See the Comments to Sections 723.030 and
723.050, Hlowever, where the prior order is for the collection of
a debt other than for taxes or support, the tax order displaces
the prior order, and the employer must withhold only pursuant
to the tax order until the tax debt is completely paid. If the
earnings withholding order for taxes is satisfied during the
withholding period of the prior order {Section 723.022), the
employer must then again withhold pursuant to the prior order.
Where there is a prior tax order in effect, the second tax order -
is ineffective; the employer may not withhold pursnant to the
second order and must promptly notify the agency which issued
or obtained the second order of the reason for his action. See .
Section 723.104(b). :

§ 723.078. Withholding period; notice terminating order

723.078. (a) Exceptas provided in subdivision (b), the
employer shall not withhold pursuant to a withholding
order for taxes from earnings of the employee payable for
any pay period of such emplovee that ends prior to the
fifth day after service of the order.

(b} A “jeopardy withholding order for taxes,” which
shall be denoted as such on its face, is a withholding order
for taxes that requires that the employer withhold
pursuant to the order from earnings dus to the employee
at the time of service of the order on the employer and
from earnings thereafter due. A jeopardy withholding
order for taxes may be issued only where the state has
determined that the collection of a state tax lability will
be jeopardized in whole or in part by delaying the time
when withholding from earnings commences.

(e} An employer shall continue to withhold pursuant to
a withholding order for taxes until the arnount specified in
the order has been paid in full or the order i withdrawn,
except that the order shall autormatically terminate one
year after the employee is no longer employed by the
employer. The state shall promptly serve on the employer
a notice terminating the withholding order for taxes if the
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state tax Hability for which the withholding order for taxes
was issued is satisfied before the employer has withheld
the full amount specified in the order, and the employer
shall discontinue withholding in compliance with such
notice.

Comment. Subdivision {a) of Section 723.078 requires the
employer to withhold commencing at the same tirne as with any
other order. CF Secticn 723.022. Subdivision (b) provides for a
jeopardy withholding order that requires immediate
withiholding. Such an order should be used only in rare and
unusual cases. Subdivision (c) requires the employer to
withhold earnings pursuant to a withholding order for taxes
until the amount specified in the order has been paid in full and
provides for a notice if the tax liability is satisfied before the full
amount specified in the order has been withheld. The notice
required by Section 723.078 is in lieu of the notice provided by
Section 723.027. As to the automatic termination of the order
one year after the employee is no longer employed by the
employer, see the discussion of the cormparable requirement in
the Comment to Section 723.036.

§ 723.079. When receipt required

723.079. No receipt need be sent to the taxpayer for
amounts paid over to the state pursuant to a withholding
order for taxes unless the taxpayer has requested in
writing that he be sent receipts for such amounts.

Comment. Section 723.07¢ provides an exception to the
requirement of Section 723.026.

§ 723.080. Service

793.080. Service of a withholding order for taxes or of
any other notice or document required under this chapter
in connection with a withholding order for taxes may be
made by first-class mail, postage prepaid, or by any
authorized state employee. Service of a withholding order
for taxes is complete when it is received by the employer.
Service of, or the providing of, any other notice or
document required to be served or provided under this
chapter in connection with a withholding order for taxes
is complete when the notice or document is deposited in
the mail addressed to the last known address of the person
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on whom it is served or to whom it is to be provided.

Comment. Section 723.080 provides special provisions for
service of notices, documents, and orders under this article. This
special service provision is in lieu of the one prescribed by
Section 723.101.

§ 723.081. Forms

723.081. Except for the forms referred to in Section

723.076, the state shall prescribe the form of any order,
notice, or other document required by this chapter in
connection with a withholding order for taxes

notwithstanding Sections 723.100 and 723.120, and any -

form so prescribed is deemed to comply with this chapter.

Comment. Section 723.081 requires that forms used in
connection with this article be prescribed by the state taxing
agency administering the particular tax law except that the
Judicial Council preseribes the forms used in connection with
court issned orders under Section 723.076.

§ 723.082. Review of rox liability

723.082. No review of the taxpayer’s tax liability shall
be permitted in ary court proceedings under this chapter.

Comment. Section: 723.082 makes clear that the court, in a
proceeding to determine whether & withholding order for taxes
should be modified or terminated because of hardship, may not
review the taxpayer’s tax liability.

§ 723.083. Refund of employer's service charge

723.083. If the state determines that a withholding
order for taxes has been issued in error or that there is no
tax lability, the state may refund to the employee any
amounts deducted by his employer pursuant to Section
723.024.

Comment. Section 723.083 authorizes the state to refund the
employer’s service charge to the employee if the withholding
order for taxes is issued in error or there is no tax liability.
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§ 723.084. Warrant or notice deemed withholding order for taxes

793.084. Where a warrant, notice of levy, or notice or
order to withhold {referred to in subdivision (b) of Section
793.070) is served on the employer, it shall be deemed to
be a withholding order for taxes if the form provides notice
on its face that it is to be treated as a withholding order for
taxes as to any earnings that are subject to the provisions
of this chapter.

Comment. Section 723.084 deals with the situation where it is
not clear whether an employer-employee relationship exists.
The warrant, notice of levy, or notice or order to withhold may
. be issued on the assumption the taxpeyer is an independent
contractor. However, so that the taxpayer cannot avoid the
withholding by claiming that he is an employee and that his
earnings may be withheld only pursuant to an earnings
withholding order, Section 723.084 provides that the warrant,
notice, or order may require that it be treated as an earnings
withholding order if the taxpayer is an employee.

Article 5. Procedure for Issuance of Earnings Withholdinﬁ

Org:l'ers
Article 5. Procedure for Issuance of
Earnings Withholding Orders

§ 723.100. Judicial Council authorized to prescribe practice and
procedure

793.100. Notwithstanding any other provision of law,
the Judicial Council may provide by rule for the practice
and procedure in proceedings under this chapter except
for the state’s administrative hearings provided by Article
4 (commencing with Section 723.070).

Comment. Article 5 outlines generally the procedure for
issuance und review of an earnings withholding order; however,
Section 723.100 authorizes the Judicial Council to provide by
rule for the practice and procedure in proceedings under this
chapter. The state tax agency prescribes the rules of procedure
ﬁor administrative hearings under Article 4 (withholding orders

or taxes). :
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§ 723.101. Service; recovery of cosis

723.101. (a) Service under this chapter shall be by
personal delivery or by registered or certified mail,
postage prepaid with return receipt requested. When
service is made by mail, service is completed at the time
the return receipt is executed by the recipient or his
representative.

{b) Notwithstanding Section 1032.6, except as provided
" in subdivision {(c}, a judgment creditor is not entitled to
the costs of service under this chapter which exceed the
cost of service by certified mail with return receipt
requested.

{e} I the employer of the judgment debtor refuses to
accept service by registered or certified mail, the cost of
service by personal delivery may be recovered from the
judgment debtor. , _

(d) Where the employer- of the judgment debtor
refuses to accept service by mail of an earnings
withholding order and the judgment -creditor
subsequently serves such order by personal delivery and
his order is denied effect because an intervening order has
been given effect, upon application of the judgment
creditor, the court which issued the judgment creditor his
original earnings withholding order shall make a special
order directed to the employer to cease withholding
under the intervening order and to comply with the
original order. In these circumstances, for the purposes of
Section 723.022, service of the original order shall be
deemed complete on the date of service of the special
orger directing the employer to comply with the original
order.

Comment. Subdivision (a) of Section 723.101 specifies the
means by which service must be accomplished under this
chapter. Although personal service is authorized, it is
anticipated that the convenience and economy of service by
mail will result in the general use of this method. in any event,
subdivisions {b) and (¢} mske clear that, regardless of which
means is actually used, the recovery of the costs of service is
limited to the cost of service by certified mail with return
receipt requested unless this form of service is first refused by
the person being served. Only in such circumstances may the
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cost of personal delivery be recovered. See subdivision {c).
Subdivision (d) provides certain special rules for problems
which can arise where mail service has been refused. For
example, suppose creditor A mails an earnings withholding
order to his debtor’s employer and the employer refuses to
accept such mail. Creditor A then serves his order by personal
delivery but, in the meantime, creditor 4 has served an order
requiring the withholding of the wages of the same debtor and
B order has gone into effect. It would be unfair to A-to deny
him his priority because of the employer’s refusal. Accordingly, .
subdivision (d) permits A to apply to the court which issued
A% original earnings withholding order for an order to the
employer directing him to stop withholding pursuant to BS
order and to give effect to A% earnings withholding order. So-
that A may have the benefit of a full 120-day withholding, A%
eurnings withholding order is deemed to have been served on
the date of service of the special court order made pursuant to
subdivision (d). It should be noted that subdivision {d) only
preserves the priority which A would have had if the employer
had accepted the mail service. Thus, where the intervening
order is a withholding order for taxes, A is not entitled to
displace the taxing agency. See Section 723.077. The remedy
provided by subdivision (d) is exclusive. A is not entitled to
recover amounts previously paid to B from either B or the
employer, and A’s order is not given retroactive effect.
Special provisions as to when service is complete for
particular purposes are found in Sections 723.022(e)
{(withholding period) and 723.023(b) (priority of orders). As to
service of withholding orders for taxes, see Section 723080. -

§ 723.102. Application fer issuonce of eamings withholding order

793.102. A judgment creditor may apply for the
issuance of an earnings withholding order by filing an
application, in the form prescribed by the Judicial Council,
with the clerk of the court which entered the judgment
pursuant to which the earnings withholding order is
sought. Within five days (Saturday, Sunday, and holidays
excepted) after the filing of the application, the court
clerk shall issue an earnings withholding order in the form
prescribed pursuant to Sections 723.120 and 723.125.

Comment. Section 723.102 requires a judgment creditor to
apply for an earnings withholding order to the court which
granted him- the judgment. For the reguired content of the
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application, see Section 723.121. For special provisions
regarding the issuance of a withholding order for taxes, see
-Article 4 (commencing with Section 723.670). The last sentence
of Section 723.102 makes clear that an earnings withholding
order shall he promptly issued on the ex parte application of a
" judgment creditor. The debtor may claim an exemption
pursuant to Section 723.103, have such order modified or
terminated, and even recover from the creditor amounts
withheld and paid over pursuant to such order; but this does not -
affect the initial issuance of the order.

§ 723.103. Transmittol of order and information to employer -

723.103. (a) The judgment creditor shall serve upon
the designated employer all of the following:

(1} Two copies of the earnings withholding order.

{2} The form for the employer’s return.

(3} Notice to employee of earnings withholding order
in the form prescribed pursuant to Sections 723.120 and
T723.122. :

{(b) At the time he makes service pursuant to
subdivision (a), the judgment creditor shall provide the
employer with a copy of the employer’s instructions and
withholding tables referred to in Section 723.127. The
Judicial Council may adopt rules prescribing the
circumstances when compliance with this subdivision is
not required.

{c} An earnings withholding order served upon the
employer more than 45 days after its date of issuance is
ineffective,

Comment. Section 723.103 prescribes what must be served
upon the employer by the judgment creditor and when such
service must be accomplished to be effectivé (order must-be
served within 45 days of its issuance). Section 723.103 requires
that the creditor serve on the employer an extra copy of the

‘order and a notice advising the employee of the effect of the

order and his rights with respect to the order. The employer is
required to deliver these papers to the employee within five
days of service. See Section 723.104.
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§ 723.104. Delivery of papers to employee; employer's return

723.104. Any employer who is served with an earnings
withholding order shall:

‘(a) Deliver to the judgment debtor a copy of the
earnings withholding order and the notice to employee of
garnings withholding order within five days from the date
of service. If the judgment debtor is no longer employed
by the employer and the employer does not owe him any |
earnings, the employer is not required to make such
delivery.

(b) Complete the employer’s return on the form
provided by the judgment creditor and mail it by first-class’
mail, postage prepaid, to the judgment creditor within 15
days from the date of service unless a longer permd is
specified by the Judgment creditor. If the earnings
withholding order is ineffective, the employer shall state
in his employer’s return that he is not complying with the
order for this reason and shall return the order to the
judgment creditor with the employer’s return,

Comment, Section 723.104 requires the employer to deliver to
the employee a copy of the order and a notice advising the
employee of his rights. See Section 723.1353 (empleoyer not
subject to civil liability).

Section 723.104 also requires the employer to fill out and mail
an employer’s return to every judgment creditor who serves an
earnings withholding order. Such a return must be made even
though the order is not given effect. See Comment to Section
723.023. If the order is not given effect, the employer must
indicate the reason and return the order For the form of the
return, see Section T23.126. ‘

§ 723.105. Judgmaent debtor's claim of exemption

723.105. {a) A judgment debtor may claim an
exernption under this chapter if:

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

{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 court clerk an original and one copy of (1) the
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judgment debtor’s claim of exemption and {2) if he claims
the exemption provided by Section 723.051, his financial
statement. -

(c) Forthwith upon the filing of the claim of exemption,
the court clerk shall send to the judgment creditor 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 if there is one.

{3) A notice of claim of exemption, stating that the
claim of exernption 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
claitn of exemption is filed with the court clerk by the
judgment creditor within five days (Saturday, Sunday, and
holidays excepted) after the date of the mailing of the
notice of claim of exernption.

{d} A judgment creditor who desires to contest a claim
of exernption shall, within five days (Saturday, Sunday,
and holidays excepted) after the date of the mailing of the
notice of claim of exemption, file with the court clerk a
notice of opposition ko the claim of exemption.

{e} If the court clerk does not receive a notice of
opposition within the five-day period, he shall send to the
employer by first-class,mail, postage prepaid, one of the
following:

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

(2} A modified earnings withholding order which
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.

{(f} If a notice of opposition to the claim of exemption
is filed with the court clerk within the five-day period, the
court clerk shall set the matter for hearing, which hearing
shall be held within 15 days after the date the notice of
opposition is filed. The court clerk shall send a notice of the
time and place of the hearing to the judgment debtor and
judgment creditor by first-class mail, postage prepaid. The
notice shall be deposited in the mail at least 10 days before
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the day set for hearing,

(g) If, after bearing, the court orders that the earnings
withholding order be modified or terminated, the clerk
shall promptly send by first-class mail, postage prepaid, to
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. The
court may order that the earhings withholding order be
terminated as of a date which precedes the date of
hearing. :

{h) If the earnings withbolding order is terminated by
the court, unless the court otherwise orders or unless there.
is a iaterial 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 125
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 such order but prior to the receipt of
notice of its termination, the judgment debtor may
recover such amounts only 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 such amounts to the judgment
creditor, the employer shall pay over such amounts to the
judgment debtor.

Comment. “Section 723.105 outlines generally the procedure
for the hearing of a debtor's claims in opposition to ‘withholding
his earnings pursuant to an eamings withholding order. Section
§90.50 15 not applicable. :

A debtor is not limited as to the time within which he must
claim an exemption, However, unless there has been a material
change in either his income or his needs, he may claim an
exemption only once during the pericd the ordes is in effect.
See subdivision (a). A simnilar limitation applies to a judgment
creditor; if a withholding order is terminated by the court, the
Jjudgment creditor may not apply for the issuance of an earnings
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withholding order directed to the same employer for the same
debtor for 123 days following the date of service of a prior
terrninated orcer or 60 days after the date of termination,
whichever is later, unless the court orders otherwise or there is
a material change in circumstences. See subdivision (h).

A claim of exsmption i5 made by the debtor by filing an
origing! and one copy of his cleim of exemption and, if
necessary, his financial statement. Subdivision {b). For the form
of these documents, see Sections 723.123 and 723.124. Upon
receipt of these documents, the clerk is required to send the
copies of the application and financial statement to the creditor,
together with a notice of the claim of exemption which advises
the creditor of the effect of the claim. See subdivision {c).

The judgment creditor who contests the claim of exemption
must file a notice of opposition within five days. Subdivision {(d). .
If no notive of opposition is filed, the court clerk sends the
employer a notice terminating the order or, if the claim’ of
exemption lists an amount the judgment debtor believes should
be withheld pursuant to the order (see Section 723.193), a
modified order in the amount indicated in the claim of
exemption. Subdivision {e). If a notice of opposition is filed, the
courf clerk sets the matter for hearing and notifies both parties.
Subdivision (f}.

After hearing, the court may order that the earnings
withholding order be modified or even terminated, The date
fixed for termination of the order may precede the date of the
hearing. See subdivision (g). Where the date of termination is
made retroactive, an employer may have already withheld and
paid over pursuant to the earnings withholding order prior to
receipt of notice of termination. Subdivision {d) of Section
723.022 makes clear that the employer is not liable to the debtor
for such amounts, and subdivision (i) of Section 723.108
avthorizes the debtor to recover such amounts from his
creditor. Where amounts have been withheld but not yet paid
over to the creditor, the emplover is required to pay those
amounts to the employee-judgment debtor, See subdivision (i).

§ 723.104. Findings not required "

723.106. No findings shall be required in court
proceedings under this chapter.

Comment. Section 723.108 is comparable to a provision found
in subdivision {i} of Section 690.50 {claims for exemption).
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§ 723.107. Limitation on obtaining additional earnings
withholding orders

723.107. If an employer withholds earnings pursuant to
an earnings withholding order, the judgment creditor who
obtained such withholding order may not serve another
withholding order on the same employer requiring him to
withhold earnings of the same employee during the 10
days following the expiration of the prior earnings
withholding order.

Comment. Section 723.107 precludes a creditor who has

obtained an earnings withholding order which has gone inté -

effect from serving another order during the 10-day period
following the expiration of his prior order. The ogurpose of this
limitation is to give other creditors a 10-day period during which
they can serve their earnings withholding orders while the
original creditor is precluded from competing with them. The
original creditor may apply for the second earnings withholding
order either before or after his prior order expires. But service
of the second order on the same employer while the original
order is in effect will be ineffective under Section 723,023, and
service during the 10-day period following expiration of the
original order is prohibited by Section 723.107. Even though a
creditor violates the 10-day moratorium period, the employer
may act pursuant to what has been served upon him. See
Section 723.154. Of course, after the expiration of the 10-day
period, the original creditor is treated like any other creditor.
It should be noted that each agency of the state is considered
4 separate entity for the purposes of this chapter. See Section
723011 (e). Hence, even though one agency has been making
collection, a second agency may serve an earnings withholding
order within the 10-day period provided in this section.

Article 6. Forms; Employer's Instructions; Withholding

Tables
Article 6, Forms; Employel:;-l’s Instructions; Withholding
Tables .

§ 723.120. Judicial Council to prescribe forms

723.120. ‘The Judicial Council shall prescribe the form
of the applications, notices, claims of exemption, orders,
and other documents required by this chapter and only
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such forms may be used to implement this chapter. Any
such form prescribed by the Judicial Council is deemed to
comply with this chapter.

Comment. Section 723120 requires the Judicial Council to
prescribe the forms necessary for the purposes of this chapter.
Various sections prescribe information to be contained in the
forzns; but the Judicial Council has compiete authunty to adopt
and revise the forms as necessary and may require additional
information in the forms or may omit infoermation from the
forms that it determines is unnecessary.

§ 723.121. Application for earnings withhoiding order

723.121. The “application for issuance of earnings
withhclding order” shali be executed under oath and shall
include all of the following:

(a} The name and last known address of the Judgment
debtor and, if known, his social security number.

(b} The name anrd address of the judgment creditor.

(c) The courct where the judgment was entered and the
date the judgment was entered.

(d} The amount sought to be collected, indicating the
amount of the judgment, plus additional accrued items,
less partial satisfactions, if any. Where a withholding order
for support is sought, the application shall state the amount
of the periodic payments required by the judgment to be
made to the judgment creditor.

{e) The name and address of the employer to whom the
order will be directed.

{f} The name and address of the person to whom the
withheld money is to be paid.

(g} The name and address of the person designated by
the judgment creditor to receive notices.

{(h) A statement that the applicant has no information
or belief that the indebtedness for which the order is
sought has been discharged by a discharge granted to the
judgment debtor under the federal Bankruptcy Act or that
the prosecution of the proceeding has been stayed in a
proceeding under the federal Bankruptey Act.

Comment. Although Section 723.121 requires the application
to be executed “under oath,” this may generally be done by a
statement signed under penalty of perjury. See Section 2015.5.

e
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The actual form for the application is prescribed by the Judicial
Council. See Section 723.120.

§ 723.122. Notice of opplicotion

723122. The “notice to employee of earnings
withholding order” shall inform the judgment debtor of all
of the following:

{a) The court has ordered the named employer to
withhold from the earnings of the judgment debtor the
maximum amounts allowed by law, or such other amounts
as are specified in the order, and to pay these amounts _
over to the person specified in the order in payment of the
judgment described in the order.

(b) The maximum amounts allowed by law to be
withheld pursuant to Secton 723.050 on illustrative -
armounts of earnings. '

tc) No amount can be withheld from the earnings of a
judgment debtor (1) for a debt.which he can prove has
been discharged by a discharge granted to him under the
federa! Bankruptey Act or (2) where he can prove that
further proceedings for the collection of such debt have
been staved in a proceeding under the federal Bankruptcy
Act.

(d) No amount can be withheld from the earnings of a
judgment debtor which he can prove is essential for the
support of himself or his family.

(e} 1f a judgment debtor wishes a court hearing to
prove that amounts should not be withheld from his
earnings, he shall file witk the clerk of court two copies of
the “judgmen: debtor’s claim of exemption,” and, in
addition, if he claims the exemption referred to in
paragraph {d}, he shall also file with the clerk two copies
of the “judgment debtor’s finaneial statement.” The notice
shall also advise the judgment debtor that the claim of
exemption form and the financiai statement form may be
obtained at the office of any clerk of a trial court. The clerk
og each trial court shall have the forms available at his
office,

Comment. The actual form for the notice of application is
preseribed by the Judicial Council. See Section 723.120.
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723.123. The “judgment debtor’s claim of exernption”
shall be executed under oath. Where the judgment debtor
claims the exemption provided by Section 723.051, his
ciaim of exemption shall indicate how much he believes
should be withheld from his earnings each pay period by
his employer pursvant to the earnings withholding order.

Comment. Although Section 723.123 requires that the claim of
exemption be executed “under oath,” this may generally be
done by a statement signed under penalty of perjury. See
Séction 2015.5. The actual form for the claim of exeraption is
prescribed by the judicial Council. See Section 723.120.

§ 723.124. Judgment debtor's financial statement

723.124. The “judgment debtor’s financial statement”™
shall be executed under cath and shall include all of the -
following information:

{a) Name, age, and relationship of all persons
dependent upon judgment debtor’s income. '

(b) Al scurces of the judgment debtor’s earnings and
other incomne and the amounts of such earnings and other
income,.

() All sources and the amounts of earnings and other
income of the persons listed in subdivision (a).

{d} A listing of all assets of the judgment debtor and of
the persons listed in subdivision (a) and the value of such
assets.

(e} All outstanding obligations of the judgment debtor.

(f} Any extraordinary prospective expenses that would
justify a reduction in the amount of earnings that would
otherwise be withheld pursuant to Section 723.050.

{g) Whether any earnings withholding orders are in
effect for the judgment debtor or the persons listed in
subdivision {a).

Comment. Although Section 723.134 requires the financial
statement to be executed “under oath,” this may generally be
done by a statement signed under penalty of perjury. See
Section 2015.5. The actual form for the financial statement is
prescribed by the Judicial Council. See Section 723.120.
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§ 723.125. Eamnings withholding order

723.125. The “earnings withholding order” shall
include all of the following: : _
(a) The name and address of the judgment debtor and,

if known, his social security number. ,

(b) The name and address of the employer to whom
the order is directed. :

(¢} The court where the judgment was entered, the
date the judgment was entered, and the name of the.
judgment creditor. '

- {d) Except for a withholding order for support, the
maximurn amount that may be withheld pursuant to the
order {the amount of the judgment, plus additional
accrued items, less partial satisfactions, if any).

(e) A description of the withholding period and an
order to the employer to withhold from the earnings of the .
judgment debtor the amount required by law to be
withheld or the amount specified in the order, as the case
may be, during such period. .

{f) An order to the employer to pay over to the
judgment creditor or his representative at a specified
‘address the amount required to be withheld pursuant to
;:he order in the manner and within the times provided by
aw.

(g) An order that the employer fill out the “employer’s
return” and return it by first-class mail, postage prepaid,
to the judgment creditor or his representative at a
specified address within 15 days after service of the
earnings withholding order. '

{h) An order that the employer deliver to the judgment
debtor a copy of the earnings withholding order and the
“notice to employee of earnings withholding order”
within five days after service of the earnings withholdi
order; but, if the judgment debtor is no longer employe
by the employer and the employer does not owe him any
ﬁaxilnmgs, the employer is not required to make such

elivery. :

(i) The name and address of the person designated by
the judgment creditor to receive notices.

Comment. Section 723123 specifies the inforﬁmiinn to be
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included in the earnings withholding order. The form of the
order is prescribed by the Judicial Council. See Section 723,120,

Specml forms are prescribed for earnings withholding orders for

taxes. See Section 723.081. The Judicial Council may determine
to adopt special forms for support orders, pursuant to its

authority granted by Section 723.120, since these orders have
special rules concerning priority, durahon. and amounts that

" may be withheld. See Section 723030

§ 723.126. Employet's retumn .

723.126. {(aj The “employer’s return” shall be
executed under oath, The formn for the return provided to
the employer shall state all of the following information:

{1} The name and address of the person to whom the
form is to be returned.

{2} A direction that the form be mailed to such person
by first-class mail, postage prepaid, no later than 15 days
after the date of service of the earnings withholding order.

{3) The name and address of the judgment debtor and,
if known, his social security number.

(b) In addition, the employer’s return form shall
require the employer to supply all of the following
information:

{1} Whether the judgment debtor is now employed by
the employer or whether the employer otherwise owes
him earnings.

(2) If the Judgment debtor is employed by the
employer or the employer otherwise owes earnings,
the amount of his earnings for the last pay period and the
length of this pay period.

(3) Whether the employer is presently required to
comply with a prior earnings withholding order and, if so,
the name of the judgment creditor who secured the prior
order, the court which issued such ordet, the date it was
issued, the date it was served, and the expiration date of
such order.

(4) If the employer elects to make payments to the
judgment creditor monthly as authorized under Section
'?i‘lS .025, a statement that the employer has made such
election.

Comment.. Section 723.126 specifies -the information to be

< -



inciuded in the employer’s return. The form for the return is
prescribed by the Judicial Council. See Section 723.120.
Although Section 723.126 requires the emnployer’s return to be
executed “under oath,” this may generally be done by a
statement signed under penalty of perjury. See Section 2015.5.

§ 723.127. Employer's instructions and withholdiﬁg tables

‘793.127. (2) The Judicial Council shall prepare
“employer’s instructions” for employers and revise or
supplement these instructions to reflect changesin thelaw -
or rules regulating the withholding of earnings. .

(b) Except to the extent that they are included in the
forms required to be provided to the employer by the .
judgment creditor, the Judicial Council shall publish the
employer’s instructions and the withholding tables
adopted pursuant to Section 723.050. The Judicial Council
may impose a charge for copies sufficient to recover the
cost of printing.

Comment. Subdivision (a) of Section 723.127 requires the
preparation of employer’s instructions that provide the
employer with the information he needs to comply with the
law. The creditor provides the employer with a copy of the
" employer’s instructions with the earnings withholding order.
See Section 723.103. .

Subdivision {b) authorizes, but does not require, the Judicial
Council to recover the cost of printing the employer’s
instructions and withholding tables from persons required or
desiring to obtain such materials. :

Article 7. Administration and Enforcement
Article 7. Administration and Enforcement

§ 723.150. Rules - o

793.150. The Judicial Council shall adopt rules for the
" administration of this chapter, including rules prescribing
the pay period or periods to which various forms of .
prepaid or deferred earnings are to be allocated and the
method of computing the amount to be withheld from
such forms of earnings under Section 723.050.

Comment. Section 723.150 requires that rules be adopted for
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the administration of this chapter. Such rules include specific
requirements regarding the treatment of various forms of
prepaid and deferred earnings such as, but not limited to,
commissions, bonuses, retroactive pay increases, vacation
benefits, prepaid earnings, advances, and draw account
payments.

§ 723.151. liaison with federal administrator

723.151. The Judicial Council may perform all acts
required by the Administrator of the Wage and Hour
Division of the United States Department of Labor as
conditions to exemption of this state from the earnings
garnishment provisions of the Consumer Credit-
Protection Act of 1968 (15 US.C. Secs. 1671-1677),
including, but not limited to:

(a) Representing and acting .on behalf of the state in
relation to the Administrator of the Wage and Hour
Division and his representatives with regard to any matter
relating to, or arising out of, the application,
interpretation, and enforcement of the laws of this state
regulating withholding of earnings.

(b) Submitting to the Administrator of the Wage and

Hour Division in duplicate and on a current basis, a
certified copy of every statute of this state affecting
earnings withholding, and a certified copy of any decision
in any case involving any of those statutes, made by the
Supreme. Court of this state.
" (c) Submitting to the Administrator of the Wage and
Hour Division any information relating to the
enforcement of earnings withholding laws of this state
which he may request. :

Comment. Section 723.151 authorizes the Judicial Council to
do whatever is required by the federal administrator to obtain
and maintain a state exemption from the earnings garnishment
provisions of the Consumer Credit Protection Act. A similarly
broad grant of power as that contained in the first paragraph of
Section 723.151 is found in Government Code Section 25210
(county participation in Economic Opportunity Act of 1964).
Subdivisions {a), {b}, and (c¢) are based on the language of 29
Code of Federal Regulations Section 870.55(a}, requiring the
state administrator to act as liaison with the federal
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§ 723.152. Froudulent withholding by employer

793.152. If an employer withholds earnings pursuant to
this chapter and, with the intent to defraud either the
judgment creditor or the judgment debtor, fails to pay
such withheld earnings over to the judgment creditor, the
employer is guilty of a misdemeanor.

Comment. Section 723.152 is based on Labor Code Section 227
gﬁm to make agreed payments to health, welfare, or similar

). '

§ 723.153. - Employer not to defer or accelerate payment of
eamings
'793.153. {a) Noemployer shall defer or accelerate any
payment of earnings to an employee with the intent to
defeat or diminish the creditor’s rights under an earnings
withholding order issued pursuant to the procedures
provided by this chapter. '
(b) If an employer violates this section, the judgment
creditor may bring a civil action against the employer to
recover the amount that would have been payable to the

judgment creditor pursuant to this chapter had the

employer not violated this section. The remedy provided
by this subdivision is not exclusive.

Comment. Section 723.153 makes clear that an employer may
neither defer nor accelerate payment of earnings to an
employee in an attempt to avoid compiiance with an earnings
withholding order and specifies the measure of damages in case
of a violation. :

- § 723.154. Remedies of judgment creditqr

723.154. (a) If an employer fails to withhold or to pay
over the amount he is required to withhold and pay over
pursuant to this chapter, the judgment creditor may bring
a civil action against such employer to recover such
amount. The remedy provided by this subdivision is not
exclusive. _

{b)} Notwithstanding subdivision (a}, an employer who
complies with any written order or written notice which
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purports to be given or served in accordance with the
provisions of this chapter is not subject to any civil or
criminal liability for such compliance unless he has
actively participated in a fraud.

Comment. Section 723.154 authorizes suit by a creditor
against an employer both where the employer fails to withhold
properly and where he fails to pay over amounts withheld. This
- remedy is independent of the procedure provided in Chapter
2 (Sections 717-723) of this part, and Section 723.154 makes
clear that supplemental proceedings under Chapter 2 are not a
prerequisite to suit by the creditor against the employer.
Whether or not the court can order the employer to withhold
and pay over in a Chapter 2 proceeding is a matter not dealt
with in the Employees” Earnings Protection Law. :

‘Subdivision (b), makes clear that an employer is protect
from liability where he complies with an order or written notice
which appears proper on its face. Occasionally, through
mistake, inadvertence, or even deliberate misconduct, an
employer may be sent an order or notice which appears valid
but which has been improperly obtained or served. For
exarnple, a creditor may violate the 10-day moratorium on
service of a second earnings withholding order. See: Section
723.107 and Comment thereto. The employer is not required in
such circumstances to go beyond the document itself and is not
subject to liability where he complies with its directions and is
not actively participating in a fraud. The remedy of the injured
party in such a case is to proceed against the person who
falsified the document or who improperly obtained or served
the document. .

This section also makes clear that, where an employer is
complying with a prior order, he is not liable for failing to
comply with a subsequent valid order—even though the prior
?:;ie&' is in fact invalid—unless he is actively participating in a

ud.

§ 723.155. Failure of employer to give nofige to employee

723.155. An employer is not subject to any civil liability
for failure to comply with subdivision (b) of Section
723.075 or subdivision (a} of Section 723.104.

Comment. Section 723.155 makes clear that an employer isnot
liable for civil damages if he fails to give the employee the
notice advising the employee of his rights. The section does not
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preclude the Labor Commissioner from taking action under the
Labor Code if an employer consistently fails to give his
employees the notice he is required to deliver under Section
723.075(b) or Section 723.104(a).

§ 723.156. Fees of clerk

723.156. The fee for filing an application for an
earnings withholding order under Section 723.102 is two
dollars ($2). No other filing fees may be charged under
this chapter,

Labor Code

§ 300 {amended). Wage assignments

Sgc. 12.  Section 300 of the Labor Code is amended to
read: - '

300. (a) As used in this section, the phrase
“assignment of wages” includes the sale or assignment of.
or giving of an order for, wages or salary. |

(b} No assignment of ; er erder for wages er salary ,
earned or to be earned, shall be is valid unless all of the
following conditions are satisfied

{8} Suek (1) Theassignment is contained in a separate
written' instrument, signed by the person by whom the
said wages or salary have been earned or are to be earned,
and identifying specifically the transaction to which the
assignment relates : and . ,
&) (2) Where sa?ih ]gbe assigm;:ient ok or h:réer for
wages or salary is made by a married person, the written
consent of the husband er wife spouse of the person
‘making suek the assignment er erder is attached to sueh
the assignment or erder; and . No such consent is required
of any married person (i) after entry of a judgment
decreeing his legal separation from. his spouse or (if} if the
married person and his spouse are living separate and
apart after entry of an interlocutory judgment of
dissolution of their marriage, if a written statement by the
person making the assignment, setting forth such facts, is
attached to or included in the assignment. -

‘&> (3) Where sueh the assignment or erder for wages
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or selary is made by a minor, the written consent of a
parent or guardian of sueh the minor is attached to sueh -
erder or the assignment s and , -

{d} (4) Where sueh the assignment of or order for
wages or salayy is made by a person who is unmarried or
who is an adult or who is both unmarried and adult, a
written statement by the person making sueh #he
assignment er erder, setting forth such facts, is attached
to or included in sueh the assignment er order; .

" e} (5) No other assignment er erder exists in
connection with the same transaction or series of
transactions and a written statement by the person making
sueh the assignment er erder to that effect; is attached
therete fo or included therein: and in the assignment.

) (6) A copy of sueh an the assignment or erder and
of the written statement provided for in subdivision d)
hereof paragraphs (2), (4), and (5), authenticated by a
notary public, shall have been is filed with the employer,
accompanied by an itemized ‘statement of the amount
then due to the assignee:. '

(7) provided; thet at sueh Hwme At the time the
assignment is filed with the employer, no other
assigmnentererderferthepamentofmywageser
salary of the employee is subject to payment; and no

' or levy on exceution carnings withholding
order against seid his wages or salary is in force. Any valid
eontained herein; shall have priority with respeet to any
sabsoquently filed assignment or order or
attachment or levy on execution: Any power of attorney -
tea&i@ereeueetw&gesersdaﬁehﬂlbemeable&w

(c) A valid assignment of wages in effect at the time an
earnings withholding order is .served suspends the
operation of the earnings withholding order until after the
end of the pay period during which e ]
withholding order is served. Thereafler the employer shall
withhold from the employee’s wages or salary pursuant to
the earnings withholding order without regard to whether
the assignment remains in effect. :

(d) Under any assignment of; er erder for wages er
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salary to be earned , a sum not to exceed 50 per centum of
the assignor’s wages or salary ; and net te exceed 25 per
ecnturn of the assigner’s wasges or salary; upon the shewing
thaet sueh wages er selary are necessary for the suppest of
his mether; father; spouse; children or other members of
his farmailys residing in thie State and supperted in whele er
in part by his laber; shall be withheld by, and be collectible
from , the assignor’s employer at the time of each payment
of such wages or salary.

(e) The employer shall be Js entitled to rely upon the
statements of fact in the written statement provided for in
subdivisions {d) and {e} hereef paragraphs (2), (1), and
(5) of subdivision (b) , without the necessity of inquiring
into the truth thereof, and the employer shall incur no
liability whatsoever by reason of any payments made by
him to an assignee under any assignment er erder; in
reliance upon the facts so stated.

{f) An assignment of wages to be earned is revocable at
any time by the maker thereof Any power of attorney to
assign or collect wages or salary is revocable at any Hme
by the maker thereof. No revocation of such an assignment
or power of attorney is effective as fo the employver until
he receives written notice of revocation from the maker.

(g) No assignment of er erder for wages or salary,
earned or to be earned, shell be is valid under any
circumstances if the wages or salary earned or to be earned
are paid under a plan for payment at a central place or
places established under the provisions of Section 204a of

(h) This section skhell does not apply to deductions
which the employer may be requested by the employee to
make for the payment of life, retirement, disability or
unemployment insurance premiums, for the payment of
_ taxes owing from the employee, for contribution to funds,
plans or systemns providing for death, retirement,
disability, unemployment, or other benefits, for the
payment for goods or services furnished by the employer
to the employee or his family at the request of the
employee, or for charitable, educational, ‘patriotic or
similayr purposes. '
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Comment. Section 300 is amended to make the section
consistent with the Employees’ Earnings Protection Law
{ConEg Crv. PROC. §723.010 et seq.}.

“Subdivision (a). Subdivision (a) makes clear that the
shortened phrase “assignment of wages” continues prior law as
to the kind of instrument dealt with in this section.

Subdivision (b). Paragraphs (1) through (6) of subdivision -
(b) continue generally without substantive change provisions
formerly contained in Section 300. A sentence has been added
to paragraph (2) to provide a limited exception from the
requirement of spousal consent. Paragraph (7) continues’
without substantive change a provision formerly contained in
Section 300 except that the former reference to the attachment
or levy on execution against wagde‘s. or salary is replaced by a
reference to an earnings withholding order to conform to the
procedure provided by the Employees’ Earnings Protection
Law, and the former reference to priority of wage assignments
has been superseded by paragraph (7) and subdivision {¢). -

Subdivision (c}. Subdivision (c) clarifies the relationship
between a valid wage assignment and a subsequently served
earnings withholding order. Where a wage assignment is in
effect and an earnings withholding order is served, the
employer shall not withhold pursuant to the order until after
the end of the pay period during which the order was served.
Thus, the wage assignment is, in effect, given an exclusive
preference for that pay period and the debtor is given an
opportunity to put his affairs in order. Such action may include
revoking the wage assignment as to unearned wages pursuant
to subdivision (f). Even where the debtor revokes the wage
assignment prior to the end of the pay period (but after receipt
of an earnings withholding order), the operation of the order is
suspended until after the current pay period. Hence, the debtor
is afforded an opportunity to retain his unearned wages for the
current pay period only. After such moratorium, the earnings
withholding order has a priority over the assignment if the
latter remains in effect. The unlimited preference formerly
given to an assignment of unearned wages or salary is not
continued because this preference would permit a judgment
debtor to give preference to one creditor and to defeat the
claims of other creditors who seek to collect on their judgments
under the Employees’ Earnings Protection Law.

Subdivision (d). See the Comment to subdivision (f}.

Subdivision (e). Subdivision (e) continues the substance of a
provision formerly found in Section 300 and extends the scope ~



71

of the former provision to cover the siatement provided for in
paragraph (2) of subdivision (b}. . '

Subdivision (f). The first sentence of subdivision (f), which
makes an assignment of unearned wages or salary revocable at
any time by the maker thereof, replaces the former provision
of Section 300 which invalidated an assignment of wages or
salary unless such wages were earned or the assignment was for
necessities or for support. The former provision also restricted
the amount of unearned wages or salary that could be assigned.
The former 50-percent limitation on the amount of wages or
salary that can be assigned has been continued in subdivision
(d). The former 25-percent “hardship” limitation has not been
continued because subdivision (f) permits the person making
the assignment of wages or salary to be earned to revoke the
assignment at any time. Thus, where an assignment becomes
too onerous, especially after service of an earnings withholding
order, the assignment may be revoked. The delayed preference
given the earnings withholding ‘order under subdivision {c¢) will
generally require persons having judgments, including support
orders, to use the procedure provided in the Employees’
Earnings Protection Law—rather than Section 300—to enforce
their judgments; but it avoids conflict between wage
assignments and orders issued pursuant to the Employees’
Earnings Protection Law.

Subdivisions {g) and (h). Subdivisions (g) and (h} continue
without substantive change provisions formerly contained in
Section 300. It should be noted that the inapplicability of Section
300 to the deductions referred to in subdivision (h) means not
only that compliance with the formalities and limitations
provided in Section 300 is not required but also that Section 300
provides no special preferences for such deductions.

§ 2929 (omended}. Discharge from employment becouse of
wage garnishment o '

Ss:c. 13. Section 2929 of the Labor Code is amended to
read:

2929, (a) As used in this section:

(1) “Garnishment” means any judicial procedure
through which the wages of an employee are required to
be withheld for the payment of any debt. For the purposes
of this section, “garnishment” includes the withholding of
the wages of an employvee pursuant to an earnings
withholding order for taxes issued pursuant to Article 4
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{commencing with Section 723.070) of Chapter 2.5 of Title
9 of Part 2 of the Code of Civil Procedure, and the
withholding of wages pursuant to such an order shall be
deemed to be a garnishment for the payment of a
Jjudgment for the purposes of subdivision (c). '

(2) “Wages™ has the same meaning as that term has
under Section 200.

(b} No employer may discharge any employee by
reason of the fact that the garnishment of his wages has
been threatened.

(¢) No employer may discharge any employee by
reason of the fact that his wages have been subjected to
garnishment for the payment of one judgment.

{d) An earnings withholding order issued pursuant to
Section 723.030 of the Code of Civil Procedure (support
order) shall be considered a garnishment for the payment
of one judgment for the purposes of this section,

(e) A provision of a contract of employment that
provides an employee with less protection than is
provided by this subdivisien subdivisions (b) and (¢) is
against public policy and void.

{e} (f) Unless the employee has greater nghts under
the contract of employment, the wages of an employee
who is discharged in violation of this section shall continue
until reinstatement notwithstanding such discharge, but
such wages shall not continue for more than 30 days and
shall not exceed the amount of wages earned during the
30 calendar days immediately preceding the date of the
levy of execution upon the employee's wages which
resulted in his discharge. The employee shall give notice
to his employer of his intention to make a wage claim
- under this subdivision within 30 days after being
discharged; and, if he desires to have the Labor
Commissioner take an assignment of his wage claim, the
employee shall file a wage claim with the Labor
Commissioner within 60 days after being discharged. The
Labor Commissioner may, in his discretion, take
assignment of wage claims under this subdivision as
provided for in Section 96. A discharged employee shall
not be permitted to recover wages under this subdivision
if a criminal prosecution based on the same discharge has _
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been commenced for violation of Section 304 of the
Consumer Credit Protection Act of 1968 (15 US.C. Sec.
1674). ,

{d) (g/) Nothing in this section affects any other rights
the employee may have against his employer.

ey (h) This section is intended to aid in the
enforcement of the prohibition against discharge for
. Barnishment of earnings provided in the Consumer Credit

Protection Act of 1968 {15 U.S.C. Secs. 1671-1677) and shall

be interpreted and applied in a manner which is consistent
with the corresponding provisions of such act. :

Comment. The second sentence is added to subdivision
(a) (1) of Section 2929 to make clear that an employee is given
the protection afforded by the section when a withholding
order for taxes is issued even though such an order may not
involve a judicial procedure and even though the tax Liability
may not have been reduced to judgment. Subdivision (d) is
added to Section 2929 to miake clear that a continuing
garnishment of wages pursuant to an earnings wi i
order for support is considered as a “garnishment for the
payment of one judgment” for the purposes of this section.

Penal Code

§ 270h (rechnical amendment)

SEC. 14. Section 270h of the Penal Code, as amended
byadChapter 1587 of the Statutes of 1971, is amended to
read: -

270h. Inany case where there is a conviction under the
provisions of either Section 270 or 270a and there is an
order granting probation which includes an order for
support, the court may:

(a) Issue.an execution on such order for the support
payments that accrue during the time such probation
. order is in effect, in the same manner as ofi a judgment in
a civil action for support payments. This remedy shall
apply only when there is no existing civil order of this state
or a foreign court order that has been reduced to a
judgment of this state for support of the same person or
persons included in the probation support order.

(b) Require assignment of wages pursuent to Seelion
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4701 of the Givil Cede as e eondition of prebation: Fhis
remedy shall apply only when there is ne existing eivil
suppeort of ¢

Issue an earnings withholding order under Section 723.030
of the Code of Civil Procedure to enforce the order for
support. : .
These remedies are in addition to any other remedies
available to the court.

Comment. Section 270h has been amended to conform to the
changes made by Chapter 25 (commencing with Section
723.010) of the Code of Civil Procedure. Compare Civil Code
Section 4701. See also Section 723.030 of the Code of Givil
Procedure and the Comment to that Eection. o

§ 1208 [technical amendment}

gg:c. 15. Section 1208 of the Penal Code is amended to
read: :

1208. (a) The provisions of this section, insofar as they
relate to employment, shall be operative in any county in
which the board of supervisors by ordinance finds, on the
basis of employment conditions, the state of the county jail
facilities, and other pertinent circumstances, that the
operation of this section, insofar as it relates to
employment, in that county is feasible. The provisions of
this section, insofar as they relate to education, shall be
operative in any county in which the board of supervisors
by ordinance finds, on the basis of education conditions,
the state of the county jail facilities, and other pertinent
circumstances, that the operation of this section, insofar as
it relates to education, in that county is feasible. In any
such ordinance the board shall prescrfibe whether the
sheriff, the probation officer, or the superintendent of a
county industrial farm or industrial road camp in the
.. county shall perform the functions of the work furlough
administrator. The board of supervisors may also
terminate the operativeness of this section, either with
respect to employment or education in the county if it
finds by ordinance that, because of changed
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circumstances, the operation of this section, either with
respect to employment or education in that county is no
longer feasible. -

(b} When a person is convicted of a misdemeanor and
sentenced to the county jail, or is imprisoned therein for
nonpayment of a fine, for contempt, or as a condition of
probation for any criminal offense, or committed under
the terms of Section 6404 or 6406 of the Welfare and
Institutions Code as a habit-forming drug addict, the work
furlough administrator may, if he concludes that such
person is a fit subject therefor, direct that such person be
permitted to continue in his regular employment, if that
" is compatible with the requirements of subdivision (d), or

may authorize the person to secure employment for
-himself, unless the court at the time of sentencing or
committing has ordered that such person not be granted
work furloughs. The work furlough administrator may, if
he concludes that such person is a fit subject therefor,
direct that such person be permitted to continue in his
regular educational program, if that is compatible with the
requirements of subdivision (d), or may authorize the
person to secure education for himself, unless the court at
the time of sentencing has ordered that such person notbe
granted work furloughs. -
(c) If the work furlough administrator so directs that
the prisoner be permitted to continue in his regular
employment or educational program, the administrator
shall arrange for a continuation of such employment or
education, so far as possible without interruption. If the
prisoner does not have regular employment or a regular
educational program, and the administrator has
authorized the priscner to secure employment or
education for himself, the prisoner may do so, and the
administrator may assist him in doing so. Any employment
or education so secured must be suitable for the prisoner.
Such employment or educational .program, if such
educational program includes earnings by the prisoner,
must be at a wage at least as high as the prevailing wage
for similar work in the area where the work is performed
and in accordance with the previiling working conditions
in such area. In no event may any such employment or"
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educational program involving earnings by the prisoner
be permitted where there is a labor dispute in the
establishment in which the prisoner is, or is to be,
employed or educated.

(d) Whenever the prisoner is not employed or being
educated and between the hours or periods of
employment or education, he shall be confined in the
facility designated by the.board of supervisors for work
furlough confinement unless the work furlough
administrator directs otherwise. If the prisoner is injured
during a period of employment or education, the work
- furlough administrator shall have the authority to release
him from the facility for continued medical treatment by
private physicians or at medical facilities at the expense of
the employer, workinan'’s compensation insurer, or the
prisoner. Such release shall not be construed as assumption
of liability by the county or work furlough administrator
for medical treatment obtained.

The work furlough administrator may release any
prisoner classified for the work furlough program for a
period not to exceed 72 hours for medical, dental, or
psychiatric care, and for family emergencies or pressing
business which would result in severe hardship if the
release were not granted. .

(¢) The earnings of the prisoner may be collected by
the work furlough administrator, and it shall be the duty
of the prisoner’s employer to transmit such wages to the
administrator at the latter’s request. Earnings levied upon
pursuant to writ of attachment or exeeution er in other
lawfal manner the Employees’ Earnings Protection Law,
Chapter 2.5 (commencing with Section 723.010) of Title 9
of Part 2 of the Code of Civil Procedure, shall not be
transmitted to the administrator. If the administrator has
requested transmittal of earnings prior to lewy; sueh
request shall have prierity: service of an earnings
withholding order under the Employees® FEarnings
Protection Law, none of the earnings of the prisoner shall
be withheld pursuant to such order uniess and until the
administrator terminates his request that the prisoner’s
employer transmit the prisoner’s earnings to the
administrator. In a case in which the functions of the
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administrator are performed by a sheriff, and such sheriff
receives a writ of attachment or execution for the earnings
of a prisoner subject to this section but has not yet
requested transmittal of the prisoner’s earnings pursuant
to this section, he shall first levy on the earnings pursuant
to the writ. When an emplover or educator transmits such
earnings to the administrator pursuant to this subdivision
he shall have no liability to the prisoner for such earnings.
‘From such earnings the administrator shall pay the
prisoner’s board and personal expenses, both inside and
outside the jail, and shall deduct so much of the costs of
administration of this section as is allocable to such
prisoner, and, in an amount determined by the
administrator, shall pay the support of the prisoner's
dependents, if any. If sufficient funds are available after
making the foregoing payments, the administrator may,
with the consent of the prisoner, pay, in whole or in part,
the preexisting debts of the prisoner. Any balance shall be
retained until the prisoner’s discharge and thereupon shall
be paid to him.

(f) The prisoner shall be eligible for time credits
pursuant to Sections 4018, 4019, and 4019.2.

(g) In the event the prisoner violates the conditions ..

laid down for his conduct, custody, education, or
employment, the work furlough administrator may order
the balance of the prisoner’s sentence to be spent in actual
confinement.

(h) Willful failure of the prisoner to return to the place
of confinement not later than the expiration of any period
during which he is authorized to be away from the place
of confinement pursuant to this section is punishable as
provided in Section 4532 of the Penal Code.

(i) As used in this section, “education” includes
vocational training, and “educator” includes a person or
institution providing vocational training. -

(i} This section shall be known and may be cited as the
“Cobey Work Furlough Law.”

Comment, Section 1208 has been amended to conform to the

changes made by Chapter 25 {commencing with Section
723.010) of the Code of Civil Procedure. '
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Welfare and Institutions Code

§ 11489 {technical amendmenﬂ

SEC. 16. Section 11489 of the Welfare and Institutions
Code is amended to read:

11489.  After judgment in any court action brought to
enforce the support  obligation of an absent parent
pursuant to thbee provisions of this chapter, & writ of
exeeution may be issuod against onefhalf of the earninge of
the ebsent parent due or ewing for his persenal serviees
enforeement of sueh writ of exeeution. the court may-issue
an earnings withholding order under Section 723030 of
the Code of Civil Procedure to enforce such obligation.

Comment. Section 11489 has been aménded to conform to
changes made by Chaper 2.5 (commencing with Section
'723.010) of the Code of Civil Procedure. Compare Civil Code
Section 4701. See also Sectign 723.030 of the Code of Civil
Procedure and the Comment to that section, -

Transitional Provisions

SEC. 17. (a) Any levy made pursuant to a writ of
execution against the earnings of an employee that has
been served on the employer prior to July 1, 1974, shall be
given effect after the operative date of this act to the same
extent as it would have been given effect had this act not
been enacted, and the law in effect prior to the operative
date of this act shall govern such levy. No
withholding order served pursuant to this act after July 1,
1974, shall be given any effect during the period that a levy
made pursuant to a writ of execution against the earnings
of an employee has been given effect, and any earnings
withholding order served on an employer during the
period such a levy is in effect shall be ineffective,

(b) Except as otherwise prescribed by rules adopted by
the Judicial Council, any order made pursuant to Section
4701 of the Civil Code or Section 270h of the Penal Code
prior to the operative date of this act shall remain in effect
after the operative date of this act and shall be deemed to
be a withholding order for support issued pursuant to



Section 723.030.

' Oheruﬁve Date _

Sgc. 18. This act shall become operative on July 1,
1974, but the Judicial Council, sufficient funds being
_ available to the Judicial Council, the state agencies
concerned with Article 4 (commencing with Section
723,070} of the Employees’ Earnings Protection Law, and
the court clerks shall, prior to that date, do whatever'is
necessary so that this act may go into effect on July 1, 1974.

Comment. 'The operative date of this act is delayed until July
1, 1974, to allow sufficient time for state and local public officials
and the public to become familiar with the new law and to
develop the necessary forms and procedures.



il. Discharge From Employment

An act to amend Section 2929 of the Labor Code,
relating to discharge from employment. -

The people of the State of California do enact a5 follows:

| Labor Code § 2929 {amended) 7

SECTION 1. Section 2929 of the Labor Code .is
amended to read:

2929, (a) As used in this section: '

{1) “Garnishment” means any judicial procedure
through which the wages of an employee are required to
be withheld for the payment of any debt. For the purposes
of this section, “garnishment” includes the withholding of
the wages of an employee pursuant to an earnings
withholding order for taxes issued pursuant to Article 4
(commencing with Section 783.070) of Chapter 2.5 of Title
9 of Part 2 of the Code of Civil Procedure, and the
withholding of wages pursuant to such an order shall be
deemed to be 8 garnishment for the payment of a
Jjudgment for the purposes of subdivision (c).

{2) “Wages” has the same meaning as that term has
under Section 200.

(b) No employer may discharge any employee by
reason of the fact that the garnishment of his wages has
been threatened.

(e) No employer may discharge any employee by
reason of the fact that his wages have been subjected to
garnishment for the payment of one judgment.

(d) No employer may discharge any employee by
reason of the fact that his wages have been subjected to
garnishment pursuant to Section 723.05( of the Code of
Civil Procedure (support order), and the fact that an
employee’s wages have been subjected to garnishment
pursuant to that section shall not be counted for the
purposes of subdivision (c).

(e} A provision of a contract of employment that
provides an employee with less protection than is
provided by this subdivisier subdivisions (b), (c), and (d)
is against public policy and void. ~
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‘e (£ Unless the employee bas greater rights under
the contract of 2mplovment, the wages of an employee
who is discharged in violation of this section shall continue
until reinstatement notwithstanding such discharge, but
such wages shall not continue for more than 30 days and
shall not exceed the amount of wages earned during the
30 calendar days immediately preceding the date of the
. levy of execution upon the errployee’s wages which
‘resulted in his discharge. The cmployee shall give notce

to his employer of his intention to make a wage claim
under this subdivision within 20 days after being
_ discharged; and, if he desires to have the Labor
Commissioner take an assignment of his wage claim, the
employee shall file a wage claim with the Labor
Cominissioner within 60 days after being discharged. The
Labor Commissioner may, in his discretion, take
assignment of wage claims under this subdivision as
provided for in Section 96. A discharged employee shall
not be permitted to recover wages under this subdivision
if a criminal prosecution based on the same discharge has
been commenced for violation of Section 304 of the
Consumer Credit Protection Act of 1968 (15 U.S.C. Sec.
1674).

4d> (g) Nothing in this section affects any other rights
the employee may have against his employer.

+e> (h) This section is intended to aid in the
enforcement of the prohibition against discharge for
garnishment of earnings provided in the Consumer Credit
Protection Act of 1968 (15 11.5.C. Secs. 1671-1677) and shall
be interpreted and applied in a manner which is consistent
with the corresponding provisions of such act.

Camment. Subdivision (d) is added to Section 2929 to prohibit
discharge of an employee because his wages have been
subjected te garnishment pursuant to «n order for support. This
subdivision also makes clear ‘that such a garnishment, even
thongh made pursuant to a judgment, is not to be considered
under subdivision (¢).

The second sentence is added to subdivision (a) (1) to make
ciear that an employee is given the protectign afforded by the
section when a withholding order for taxes is issued even
though such an order may not involve a judicial procedure and
even though the tax liability may not have been reduced to
judgment. N

SeC. 2 The amendment made by Section 1 of this act shall
~ become operative only if Senate Bill No. ____ is enacted by the

Legislature at its 1973 Regular Session. '

SEC. 3. This act shall become operative on July 1, 1974,



