
Frequently Asked Questions in Response to Governor’s Executive Order No. N-57-20 
 
 
On April 23, 2020, California, Governor Gavin Newsom signed Executive Order No. N-57-20 (the 
“Order”), providing that funds under §2201 of the CARES Act (the 2020 Recovery Rebates for 
Individuals), and any other federal, state or local government financial assistance made available 
to individuals in response to the COVID-19 pandemic, are exempt from any attachment, levy, 
execution, or garnishment. The following information is provided to address some frequently 

asked questions about the exemption: 
 

Q1: Does the Governor’s Executive Order impact both state and federal credit unions in 
California? 

Yes, it appears so. While there is some question as to the Governor’s authority to issue an 
executive order that preempts a credit union’s statutory or contractual rights, especially those of 

a federal credit union, it is clear that the intent was to ensure that consumers do not lose the 
benefit of the emergency financial assistance payments as a result of unrelated debt. While there 
may be some legal grounds to challenge aspects of the Order, credit unions who do so would be 

taking on a significant financial and reputational risk and should carefully discuss their options 
with legal counsel before attempting this. 

 
Q2: What funds are exempt? 

Funds received by an individual under §2201 of the CARES Act (the 2020 Recovery Rebates for 
Individuals) are exempt. Likewise, funds received by an individual from any other federal, state 

or local government financial assistance specifically made available to individuals in response to 
the COVID-19 pandemic (“protected funds”). It is likely that funds received by a sole proprietor 

in the form of Paycheck Protection Program (“PPP”) loan proceeds may likewise be covered by 
this exemption, as they are provided to an individual in his or her individual capacity as the sole 

owner of a business. Moreover, PPP funds are provided under the CARES Act for the limited 
purpose of paying wages, mortgage, and other expenses designed to keep employees on the 
payroll, not for paying off a business owner’s creditors, and may be exempt regardless of the 
executive order. 
 

Q3: What is the nature of the exemption? 
Protected funds are exempt from any attachment, levy, execution, or garnishment . Any 

additional funds in an account (funds in excess of the protected funds) remain subject to 
attachment, levy, execution or garnishment. This includes civil money judgments, writs of 

execution or attachment, and government agency levies and garnishments. While there is a 
question as to the ability of the state to preempt a money judgment or levy issued by a federal 
court or government agency, credit unions are encouraged to communicate with any levying 
officer or agency to inform them of the Order and work with counsel to develop an appropriate 

response. 
 
Q4: What about the credit union’s own debts and offset rights? 

https://www.gov.ca.gov/wp-content/uploads/2020/04/4.23.20-EO-N-57-20.pdf


The Order expressly prohibits financial institutions from exercising any lien or right of setoff 
against any protected funds. This includes, but is not limited to, fees charged to, or debt arising 
from, the same account in which protected funds are held, to the extent those funds are 
traceable to the protected funds. This does not appear to prohibit a credit union from continuing 
to debit member accounts for scheduled loan payments or monthly service fees. However, credit 
unions are cautioned against attempting to offset against protected funds in order to cure a 
default or repay an overdraft on another account. 
 

Q5: How will a credit union know if an account contains exempt funds or the amount of any 
such exemption? 

It is the responsibility of the credit union to ascertain the source of funds in an account before 
executing a levy or offset to determine whether any of the funds are automatically exempt, 

similar to how it would check for other automatic exemptions such as directly deposited Social 
Security funds. Due to the likelihood that most members will receive some level of protected 

funds, credit unions will need to add the additional procedural step of verifying the source and 
amount of any deposits (both electronic and check) received during this period prior to enforcing 
a lien or levy. 

 
Q6: How does this impact overdrafts and overdraft fees? 

It appears that protected funds may not be available to repay an overdraft or any associated fees. 
If a member was already overdrawn when the protected funds were deposited, the member 

must still be able to access the full amount of the protected funds. The amount of the overdraft 
and any associated fee would have to be collected in some other manner against different funds. 

Each credit union will need to determine how to handle this from an accounting and systems 
standpoint. 

 
Q7: Can I require a member to file a claim for the exemption? 

No. This exemption applies without any further action by the person receiving the protected 
funds, including, but not limited to, filing a claim. This is an automatic exemption. 
 
Q8: Is the exemption limited to directly deposited funds? 
No. The exemption covers the protected funds regardless of whether deposited electronically or 

via check. The exemption also extends to funds in any account held by the individual who 
received the protected funds, as long as those funds are traceable to the protected funds. In 

other words, protected funds remain exempt even if a member transfers those funds between 
his or her accounts. However, if funds are transferred to a third party’s account on which the 

member is not an owner, they are no longer protected. 
 
Q9: Are the any exceptions? 
Yes. Protected funds are still subject to attachment, levy, execution, or garnishment in 

connection with any action or judgment for child support, spousal support, family support, or 
criminal restitution payable to victims. 
 
Q10: What if a credit union already executed a levy or offset against protected funds? 



[Example: An account is overdrawn by $100 and assessed a $15 overdraft fee, leaving a 
negative balance of -$115. A CARES Act payment of $800 is subsequently deposited, leaving a 
positive balance of $685.] 
The Order applies retroactively. It specifically states that any protected funds collected in a 
manner that would violate this Order must be promptly refunded without any further action 
required by the consumer, including the requirement to file a claim or the assessment of any fee 
or penalty. However, the Order does not specifically address the matter of overdrawn accounts.  
In the above example, although the credit union would still be entitled to collect the $115 owed 

from other unprotected funds, a strict reading of the Order would suggest that the credit union 
would need to promptly return those protected funds to the member’s account so that the 

member would have access to the full $800. The League understands the operational challenges 
posed by this and is taking steps to obtain further clarification on how best to comply with this 

provision. 
 

Q11: What if protected funds are comingled with other funds? 
[Example: An account with a $500 balance receives $1,000 of protected funds, and funds 
thereafter continue to flow in and out of the account without ever fully depleting the balance.] 

Unfortunately, the Order does not provide guidance in the event that protected funds are 
comingled with other funds. This is typically a determination for a judge to make when assessing 

the validity of a claim of exemption. Because these funds are exempt without making a claim, 
credit unions are urged to develop a reasonable and consistent formula for determining whether 

protected funds or other funds are withdrawn, e.g., first-in first-out, etc. The more conservative 
approach is to afford the greater level of protection to the consumer’s funds.  

 
Q12: When does this Order expire? 

The Order will continue in effect until revoked. Protected funds do not lose their status as 
protected funds. As to any individual account, once a member has depleted the protected funds, 

subsequent deposits are no longer protected.  
 
 


