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CA SB 975-Coerced Debt  
 
On September 30, 2022, Governor Gavin Newsom signed Senate Bill 975 (SB 975) into law. This bill 
creates a non-judicial process for addressing a debt incurred in the name of a debtor through duress, 
intimidation, threat, force, or fraud of the debtor’s resources or personal information for personal gain.  
 
The new law states that no person shall cause another to incur a coerced debt. Anyone who does coerce 
someone to incur debt will be civilly liable to the claimant (for the purposes of this guidance document – the 
credit union) for all or part of the debt (as determined by a court) as well as the claimant’s attorney’s fees.   
 
Below are key takeaways of SB 975 and what credit unions need to know to comply. 
 
What is Coerced Debt?  
Coerced debt, as defined in SB 975, is “a particular debt, or portion thereof, for personal, family, or 
household use in the name of a debtor who is a victim of domestic violence, or a victim of elder or dependent 
adult abuse, or a person who is a foster youth, incurred as a result of duress, intimidation, threat of force, 
force, fraud, or undue influence.”  
 
Other Key Definitions  

• Claimant – “A person or an entity who has or purports to have a claim against a debtor arising from 
coerced debt, or that person’s or entity’s successor or assignee.”  

• Debtor – “A person who owes or is otherwise liable for coerced debt”. 
 

How Do Credit Unions Comply with SB 975? 
If a debtor has incurred debt through coercion, they have two routes of action they can take: 
  

1. One option is that a debtor can provide documentation of coercion directly to a credit union. If a 
credit union receives adequate documentation of coercion and a sworn written certification stating 
that a debt was coerced, the credit union must cease collection activities on the debt in question 
and undertake a review of the documentation provided. (For more information on what the 
documentation must entail, see the final section of this document).  
 
When beginning a review, first the credit union should determine if they furnished any adverse 
information about the debtor to a consumer credit reporting agency. If so, the credit union must 
notify the credit reporting agency that the account is being disputed. The credit union will have 10 
business days from the receipt of documentation to review the information alongside information 
they have about the debtor’s account. After the credit union has completed its review, the credit 
union must notify the debtor in writing of its conclusion as to whether the debt is coerced debt and 
its good faith reasons for the determination.  Collection activities cannot resume until the credit 
union has notified the debtor of that determination.  
   

2. Debtors with coerced debt also have the option of filing a legal action against a claimant to establish 
that their debt was coerced. If the debtor takes this route, they must submit to the credit union a 
notice of their intent to file a legal action at least 30 days prior to filing the action1.  
The credit union has 30 days after receipt of the notice to respond. If they respond that they will 
cease collection on the debt, the legal action does not move forward. (If this happens, the claimant 
again must within 10 days determine if they furnished adverse information to a credit reporting 
agency regarding the debtor and the coerced debt and if so, must notify the credit reporting agency 

 
1 There is one exception to when a debtor does not need to notify a claimant 30 days prior to filing an action, which is if a claimant 
files an action to recover a debt and the debtor files a cross-complaint. 

 
 



to delete the information. However, if the credit union does not respond to the notice within 30 days, 
or if they don’t believe the debt was coerced then the debtor may move forward with filing their 
action.  
 
If the debtor can prove their debt was coerced “by a preponderance of evidence” then a declaratory 
judgement will be issued stating that the debtor is no longer obligated on the debt.  If the evidence 
supports it, the court will issue a judgment in favor of the credit union against the person who 
coerced the debtor into incurring the debt as long as that person has been brought within jurisdiction 
of the court and joined as a party to the action.  

 
If a debt is established as having been coerced, credit unions will have standing and may use all 
rights and remedies to collect by any lawful means that debt from the person determined to have 
coerced the debt or a person who used or possessed money or assets through the coerced debt. 
A credit union will have five years from the determination that debt was coerced to bring an action 
against the individual who coerced the debt.  

 
If any debtor knowingly files a false motion or action or otherwise uses frivolous tactics or causes a delay 
in proceedings they will be liable for the credit union’s attorney’s fees and costs in defending the lawsuit. 
 
For any of the above debtor’s actions, credit unions are strongly encouraged to work with their legal 
counsel.  
 
Exceptions 
This law does not apply to secured debts.  Moreover, a credit union will not be required to refund any money 
already paid on a debt that was determined to be coerced.  
 
Effective Date 
This new rule becomes effective on July 1, 2023 and only applies to debts incurred on or after July 1, 
2023. (The only exception to this is in specific situations where debtor can cross-file an action if a claimant 
has filed an action to collect on a debt incurred prior to July 1, 2023). 
 
What is Considered Adequate Documentation? 
To comply with this bill, a debtor has two options for proving they were coerced into debt. Via the first 
avenue, the debtor must provide documentation to the claimant, as well as a sworn written certification 
stating that the debt was coerced debt.  The written certificate must include: 

• Identification of the debt, or a portion thereof, as coerced  

• Description of the circumstances under which the coerced debt was incurred 
 

The permissible forms of documentation that must be provided in conjunction with the sworn written 
certificate could be any of the following: 

1. Police Report(s) 
2. FTC identity theft report identifying a debt as coerced but not as identity theft 
3. A Court Order issued pursuant to  

a. Family Code § 6340 relating to domestic violence 
b. Welfare and Institutions Code § 213.5 relating to a dependent or ward of the juvenile court 
c. Welfare and Institutions Code § 15657.03 relating to elder or dependent adult abuse 

4. Sworn written certification from a qualified third-party professional based on information they 
received while acting in a professional capacity 

a. This document shall be signed by a qualified third-party professional (i.e., a domestic 
violence counselor, board certified psychiatrist or psychologist, family therapist, etc.) and 
display the letterhead, address, office phone number, and organization that engages or 
employs the professional. If the professional is self-employed, the documentation shall 
display their letterhead, address, and telephone number. 

 
Resources 
SB 975 

https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202120220SB975
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The material in this publication is provided for educational and informational purposes only, and does not constitute legal or financial 

advice. Use of any material or information in this publication should never be a substitute for seeking the advice of an attorney or a 

certified public accountant.  

 

 
If you have any questions regarding this information, please contact the California and 
Nevada Credit Union Leagues’ compliance helpline, powered by ViClarity at 844.731.6072 
or CANV@VICLARITYUS.COM.    
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