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AG Opines On Exemption Statutes 
 

n December 2013, the California Attorney 

General’s Office finally issued an opinion that 

clarifies a question raised by an interim rule 

issued by several federal agencies
1
 in 2011 

relating to the garnishment of directly deposited 

federal benefit payments (“Rule”). In that Rule, 

financial institutions holding accounts that 

receive certain benefit payments
2
 are required to 

review the account and keep specified amounts 

available to the account holder when an account 

is subject to a garnishment order.
3
 The purpose of 

the exemption is to provide the account holder 

                                                           
1
 The agencies are the Department of the 

Treasury's Fiscal Service, the Social Security 

Administration, the Department of Veteran 

Affairs, the Railroad Retirement Board, and the 

Office of Personnel Management. 
2
 See 31 CFR Part 212. The benefits include 

Social Security benefits, Supplemental Security 

Income (SSI) benefits, VA benefits, Federal 

Railroad retirement benefits, Federal Railroad 

unemployment and sickness benefits, Civil 

Service Retirement System benefits and Federal 

Employee Retirement System benefits. 
3
 See CBA’s previously published Regulatory 

Compliance Bulletins on the Rule: 
New Garnishment Exemption For Federal 

Benefit Payments 

 

Handling DCSS Orders to Withhold Under the New 

Federal Garnishment Interim Final Rule 

 

Updated Federal Garnishment Final Rule 

 

Handling Seizure Orders Under the Federal 

Garnishment Rule 

with means to take care of his or her essential 

needs without unduly thwarting the goals 

underlying such orders. The Rule created an 

exemption for garnishment orders obtained by the 

United States or by state child support 

enforcement agencies (in California the 

Department of Child Support Services or 

“DCSS”), provided such garnishment orders are 

accompanied by a “Notice of Right to Garnish 

Federal Benefits” (“Notice”).
4
 Thus, when a 

financial institution receives these orders 

accompanied by this Notice, it may comply with 

its customary procedures without regard to the 

existence of federal benefit payments.  

(Conversely, in the absence of the Notice, the 

financial institution must comply with the Rule, 

treating the orders as any other covered 

garnishment order.  We understand that DCSS as 

a matter of policy does not include the Notice 

with its withhold orders; thus, DCSS’s withhold 

orders are subject to the Rule, absent the Notice). 

When the DCSS issues a garnishment order in 

California, two other statutes provide protection 

of accounts. Family Code Section 17453(j)(2) 

under certain conditions grants obligors an 

exemption of $3,500.00, regardless of whether 

these funds are benefit payments. Additionally, 

Code of Civil Procedure Section 704.080 exempts 

certain amounts of directly deposited social 

security benefits or public benefits. Both of these 

statutes potentially apply when a bank receives a 

DCSS garnishment order against an account. 

CBA had approached representatives from the 

DCSS in an effort to get clarity, and we mutually 

agreed that it would be prudent to seek an opinion 

                                                           
4
 See Appendix B to the Rule. 
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from the state Attorney General’s Office. 

Creditors generally have an interest in limiting 

the amount under exemptions while debtors wish 

to maximize them.  

 

A request was submitted by the DCSS to the 

AG’s Office later in 2011 asking (i) whether a 

financial institution is required to “stack” these 

exemptions—that is, to aggregate the amounts 

that would be protected under each exemption—

or, alternatively, (ii) whether the institution is 

required to limit the debtor’s protection to the 

amount excluded under the largest of the 

applicable exemptions? On December 20, 2013 

the AG’s Office released its opinion (“Opinion”).  

 

The Opinion acknowledges that some financial 

institutions might have adopted a policy of 

stacking applicable exemptions as a defensive 

measure to avoid potential liability from account 

holders. However, the Opinion noted that each of 

the exemption statutes seeks to achieve the same 

goal, and account holders’ essential needs are not 

any greater when two or three of them apply or 

just one. It concludes that, while each of the 

statutes features its own formula for calculating 

an exemption amount and each advances a 

slightly different legislative purpose, these small 

differences do not undermine the State of 

California’s policy favoring rigorous enforcement 

of child support obligations. Therefore, upon 

receipt of a DCSS order to withhold, if an 

account is eligible for more than one exemption, 

the financial institution should (1) calculate the 

amount that would be protected under each 

exemption, and (2) accord protection to the 

obligor’s funds only up to the largest of those 

amounts.  

 

CBA wishes to thank Ted Teruo Kitada, Senior   

Company Counsel with Wells Fargo Bank, for his 

guidance on this issue. 

 

      Leland Chan  

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice. Please consult with your 

counsel for more detailed information applicable to your 

institution.

 
 

  


