HOUSE BILL No. 5427

HOUSE BILL No. 5427

February 22, 2012, Introduced by Reps. Constan, Heise, Santana, Tlaib, Kandrevas, Hobbs,
Womack, Meadows, Cavanagh, Darany, Stapleton and Jackson and referred to the
Committee on Judiciary.

A bill to amend 1961 PA 236, entitled
"Revised judicature act of 1961,"
by amending section 6023 (MCL 600.6023), as amended by 1998 PA 61;
and to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 6023. (1) The following property of £he—A JUDGMENT debtor
and the debtor's dependents shall—be—IS exempt from GARNISHMENT,
ATTACHMENT, levy and sale under ary—AN execution, OR OTHER PROCESS
FOR SATISFACTION OF A JUDGMENT:

(a) Al—fomily—FAMILY pictures. —attl—arms

(B) ARMS and accouterments required by law to be kept by any—A

person. —all—wearing

(C) WEARING apparel, efevery personor family—and provisiens
EXCLUDING FURS.
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(D) CEMETERIES, TOMBS, AND RIGHTS OF BURIAL IN USE AS
REPOSITORIES FOR THE DEAD OF THE DEBTOR'S FAMILY OR KEPT FOR BURIAL
OF THE DEBTOR.

(E) PROFESSIONALLY PRESCRIBED HEALTH AIDS.

(F) PROVISIONS and fuel for comfortable subsistence of each
householder and his or her family for 6 months.

(G) )AL -THE INTEREST, NOT TO EXCEED A VALUE OF $525.00 FOR

EACH ITEM AND AN AGGREGATE VALUE OF $3,450.00, IN household goods,

furniture, utensils, books, arnd—appliances, neot—-exececeding invaltue
$31-666-—660—AND JEWELRY.

(H) +e)>—A-THE INTEREST, NOT TO EXCEED $575.00 IN VALUE, IN A

seat, pew, or slip occupied by the Fudgmernt—debtor or the Fudgmernt

debtor's family in amy—A house or place of public worship. —and

(I) THE INTEREST, NOT TO EXCEED $2,300.00 IN VALUE, IN CROPS,
FARM ANIMALS, AND FEED FOR THE FARM ANIMALS.

(J) THE INTEREST, NOT TO EXCEED $575.00 IN VALUE, IN HOUSEHOLD
PETS.

(K) THE INTEREST, NOT TO EXCEED $3,175.00 IN VALUE, IN 1 MOTOR
VEHICLE.

(I) THE INTEREST, NOT TO EXCEED $575.00 IN VALUE, IN 1 COMPUTER
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AND ITS ACCESSORIES.

(M) +e)>—TheTHE INTEREST, NOT TO EXCEED $2,300.00 IN VALUE, IN
THE tools, implements, materials, stock, apparatus, team—vehieler
moteor—ehiele—horgses—harness—or other things to enable a person
to carry on the profession, trade, occupation, or business in which
the person is principally engaged. +—rot—exececedinginvatue
£3666-66—

(N) £5)>—Any moneyMONEY or other benefits paid, provided, or
allowed to be paid, provided, or allowed, by amyA stock or mutual
life, er—health, or casualty insurance company —en—account—OR A
VOLUNTARY EMPLOYEES' BENEFICIARY ASSOCIATION UNDER SECTION
501(C) (9) OF THE INTERNAL REVENUE CODE OF 1986, 26 USC 501, BECAUSE
of the disability due to injury or sickness of aay—AN insured
person, whether the debt or liability of sweh—THE insured person or
beneficiary was incurred before or after the accrual of benefits
under the insurance policy or contract, except that the exemption

UNDER THIS SUBDIVISION does not apply to actions to recover for

necessities contracted for after the accrual of the benefits.
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(O) MONEY IN A MEDICAL SAVINGS ACCOUNT OR HEALTH SAVINGS

ACCOUNT UNDER SECTION 220 OR 223 OF THE INTERNAL REVENUE CODE OF
1986, 26 USC 220 AND 223, BUT EXCLUDING EXCESS CONTRIBUTIONS AS
DEFINED IN THOSE SECTIONS.

(P) ALL RETIREMENT FUNDS, EXCEPT THAT THE EXEMPTION UNDER THIS
SUBDIVISION DOES NOT APPLY IF THE APPLICATION WOULD EXEMPT THE
RETIREMENT FUNDS FROM THE OPERATION OF AN ORDER OF A COURT PURSUANT
TO A JUDGMENT OF DIVORCE OR SEPARATE MAINTENANCE OR CONCERNING
CHILD SUPPORT.

(Q) THE INTEREST OF THE DEBTOR, ANY CODEBTOR, AND THE DEBTOR'S
DEPENDENTS, NOT TO EXCEED, IN THE AGGREGATE, $34,450.00 IN VALUE
OR, IF THE DEBTOR OR A DEPENDENT OF THE DEBTOR AT THE TIME OF THE
EXECUTION IS 65 YEARS OF AGE OR OLDER OR DISABLED, NOT TO EXCEED,
IN THE AGGREGATE, $51,650.00 IN VALUE, IN A HOMESTEAD.

(R) A HOMESTEAD AFTER THE DEATH OF THE OWNER OF THE HOMESTEAD
FOR EITHER OF THE FOLLOWING PERIODS:

(i) IF THE HOMESTEAD IS THE HOMESTEAD OF THE OWNER'S FAMILY,
DURING THE MINORITY OF THE OWNER'S CHILDREN.

(il) IF THE OWNER LEAVES A SURVIVING SPOUSE BUT NO CHILDREN, IF

THE SURVIVING SPOUSE DOES NOT OWN A HOMESTEAD IN HIS OR HER OWN
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RIGHT, AND IF THE SURVIVING SPOUSE ELECTS TO EXEMPT THE HOMESTEAD
AND THE RENTS AND PROFITS OF THE HOMESTEAD, UNTIL THE SURVIVING
SPOUSE REMARRIES.

(S) REAL PROPERTY OR PROPERTY DESCRIBED IN SECTION 1 OF 1927
PA 212, MCL 557.151, OR IN SECTION 504 OF THE MICHIGAN LIMITED
LIABILITY COMPANY ACT, 1993 PA 23, MCL 450.4504, HELD JOINTLY BY A
HUSBAND AND WIFE IN A TENANCY BY THE ENTIRETY, EXCEPT THAT THE
EXEMPTION UNDER THIS SUBDIVISION IS SUBJECT TO THE LIMITATIONS AND
ATTRIBUTES DEVELOPED IN THE COMMON LAW, INCLUDING NONAPPLICATION TO
A CLAIM BASED ON A JOINT DEBT OF THE HUSBAND AND WIFE.

(T) ALL INTERESTS IN AN EDUCATION SAVINGS ACCOUNT.

(2) AN EXEMPTION UNDER THIS SECTION does not apply to any—A
mortgage, en—the homestead—LIEN, OR SECURITY INTEREST IN THE
EXEMPT PROPERTY THAT IS CONSENSUALLY GIVEN OR lawfully obtained
UNLESS THE MORTGAGE, LIEN, OR SECURITY INTEREST IS OBTAINED BY

JUDGMENT, ATTACHMENT, LEVY, OR SIMILAR LEGAL PROCESS IN CONNECTION

WITH A COURT ACTION OR PROCEEDING AGAINST THE DEBTOR. —except—that
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(3) IN DETERMINING WHETHER RETIREMENT FUNDS ARE EXEMPT UNDER
THIS SECTION, A COURT SHALL APPLY THE FOLLOWING RULES:

(A) IF THE RETIREMENT FUNDS ARE IN A FUND THAT HAS RECEIVED A
FAVORABLE DETERMINATION UNDER REGULATIONS PROMULGATED UNDER SECTION
7805 OF THE INTERNAL REVENUE CODE OF 1986, 26 USC 7805, AND THAT
DETERMINATION IS IN EFFECT, THE FUNDS ARE PRESUMED TO BE EXEMPT.

(B) IF SUBDIVISION (A) DOES NOT APPLY, THE FUNDS ARE EXEMPT IF
THE DEBTOR DEMONSTRATES BOTH OF THE FOLLOWING:

(i) THAT A PRIOR DETERMINATION TO THE CONTRARY HAS NOT BEEN
MADE BY A COURT OR THE INTERNAL REVENUE SERVICE.

(ii) EITHER OF THE FOLLOWING APPLIES:

(A) THE RETIREMENT FUND IS IN SUBSTANTIAL COMPLIANCE WITH THE
APPLICABLE REQUIREMENTS OF THE INTERNAL REVENUE CODE OF 1986, 26
USC 1 TO 9834.

(B) THE RETIREMENT FUND HAS FAILED TO BE IN SUBSTANTIAL
COMPLIANCE WITH THE APPLICABLE REQUIREMENTS OF THE INTERNAL REVENUE
CODE OF 1986, 26 USC 1 TO 9834, BUT THE DEBTOR IS NOT MATERIALLY
RESPONSIBLE FOR THAT FAILURE.

(C) A DIRECT TRANSFER OF RETIREMENT FUNDS FROM 1 FUND OR
ACCOUNT THAT IS EXEMPT FROM TAXATION UNDER SECTION 401, 403, 408,
408A, 414, 457, OR 501(A) OF THE INTERNAL REVENUE CODE OF 1986, 26
UsSC 401, 403, 408, 408A, 414, 457, OR 501, INCLUDING UNDER SECTION
401 (A) (31) OF THE INTERNAL REVENUE CODE OF 1986, 26 USC 401, OR
OTHERWISE DOES NOT CEASE TO QUALIFY THE FUNDS FOR EXEMPTION BY

REASON OF THE DIRECT TRANSFER.
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(D) A DISTRIBUTION DOES NOT CEASE TO QUALIFY FOR EXEMPTION BY
REASON OF THE DISTRIBUTION IF EITHER OF THE FOLLOWING APPLIES:

(i) THE DISTRIBUTION QUALIFIES AS AN ELIGIBLE ROLLOVER
DISTRIBUTION UNDER SECTION 402(C) OF THE INTERNAL REVENUE CODE OF
1986, 26 USC 402.

(il) BOTH OF THE FOLLOWING APPLY:

(A) THE DISTRIBUTION WAS FROM A FUND OR ACCOUNT THAT IS EXEMPT
FROM TAXATION UNDER SECTION 401, 403, 408, 408A, 414, 457, OR
501(A) OF THE INTERNAL REVENUE CODE OF 1986, 26 USC 401, 403, 408,
408A, 414, 457, OR 501.

(B) TO THE EXTENT ALLOWED BY LAW, NOT LATER THAN 60 DAYS AFTER
THE DISTRIBUTION, THE MONEY DISTRIBUTED IS DEPOSITED IN A FUND OR
ACCOUNT THAT IS EXEMPT FROM TAXATION UNDER SECTION 401, 403, 408,
408A, 414, 457, OR 501(A) OF THE INTERNAL REVENUE CODE OF 1986, 26
USC 401, 403, 408, 408A, 414, 457, OR 501.

(4) IF PROPERTY THAT IS EXEMPT UNDER THIS SECTION IS SOLD,
DAMAGED, DESTROYED, OR ACQUIRED FOR PUBLIC USE, THE RIGHT TO
RECEIVE PROCEEDS OR, IF THE OWNER RECEIVES PROCEEDS AND HOLDS THEM
IN A MANNER THAT MAKES THEM IDENTIFIABLE AS PROCEEDS, THE PROCEEDS
RECEIVED ARE EXEMPT IN THE SAME MANNER AND AMOUNT AS THE EXEMPT
PROPERTY. AN EXEMPTION UNDER THIS SUBSECTION MAY BE CLAIMED UP TO 1
YEAR AFTER THE RECEIPT OF THE PROCEEDS BY THE OWNER.

(5) ON MARCH 1, 2012 AND ON MARCH 1 OF EVERY THIRD YEAR AFTER
MARCH 1, 2012, THE STATE TREASURER SHALL ADJUST EACH DOLLAR AMOUNT
IN THIS SECTION OR, FOR EACH ADJUSTMENT AFTER MARCH 1, 2012, EACH
ADJUSTED AMOUNT, BY AN AMOUNT DETERMINED BY THE STATE TREASURER TO

REFLECT THE CUMULATIVE CHANGE IN THE CONSUMER PRICE INDEX FOR THE
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3-YEAR PERIOD ENDING ON THE DECEMBER 31 PRECEDING THE ADJUSTMENT
DATE AND ROUNDED TO THE NEAREST $25.00. THE STATE TREASURER SHALL
PUBLISH THE ADJUSTED AMOUNTS. THE ADJUSTED AMOUNTS APPLY BEGINNING
ON APRIL 1 FOLLOWING THE ADJUSTMENT DATE.

(6) THIS SECTION DOES NOT PREEMPT OR AFFECT THE VALIDITY OF
ANY OTHER EXEMPTION PROVIDED BY LAW, INCLUDING EXEMPTIONS FOR ANY
OF THE FOLLOWING:

(A) CRIME VICTIMS' COMPENSATION, AS PROVIDED IN SECTION 12 OF
1976 PA 223, MCL 18.362.

(B) VETERANS' BENEFITS, AS PROVIDED UNDER SECTION 6 OF THE
VETERANS' MILITARY PAY ACT, 1947 PA 12, MCL 35.926, SECTION 7 OF
THE KOREAN VETERANS' MILITARY PAY FUND ACT OF 1955, 1955 PA 8, MCL
35.977, OR SECTION 7 OF THE VIETNAM VETERAN ERA BONUS ACT, 1974 PA
370, MCL 35.1027.

(C) PUBLIC EMPLOYEE RETIREMENT BENEFITS, AS PROVIDED UNDER
SECTION 3 OF THE PUBLIC EMPLOYEE RETIREMENT BENEFIT PROTECTION ACT,
2002 PA 100, MCL 38.1683, INCLUDING JUDGE'S RETIREMENT BENEFITS AS
PROVIDED UNDER SECTION 308 OF THE JUDGES RETIREMENT ACT OF 1992,
1992 PA 234, MCL 38.2308.

(D) FAMILY SUPPORT SUBSIDY PAYMENTS, AS PROVIDED UNDER SECTION
158A OF THE MENTAL HEALTH CODE, 1974 PA 258, MCL 330.1158A.

(E) PUBLIC ASSISTANCE, AS PROVIDED UNDER SECTION 63 OF THE
SOCIAL WELFARE ACT, 1939 PA 280, MCL 400.63.

(F) WORKER'S DISABILITY COMPENSATION BENEFITS, AS PROVIDED
UNDER SECTION 821 OF THE WORKER'S DISABILITY COMPENSATION ACT OF
1969, 1969 PA 317, MCL 418.821.

(G) UNEMPLOYMENT BENEFITS, AS PROVIDED UNDER SECTION 30 OF THE
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MICHIGAN EMPLOYMENT SECURITY ACT, 1936 (EX SESS) PA 1, MCL 421.30.

(H) FRATERNAL BENEFIT SOCIETY BENEFITS, AS PROVIDED UNDER
SECTION 8181 OF THE INSURANCE CODE OF 1956, 1956 PA 218, MCL
500.8181.

(I) LIFE INSURANCE PROCEEDS, AS PROVIDED UNDER SECTION 2207 OF
THE INSURANCE CODE OF 1956, 1956 PA 218, MCL 500.2207.

(7) THIS SECTION SHALL NOT BE CONSTRUED SO AS TO BE
INCONSISTENT WITH FEDERAL LAW.

(8) AS USED IN THIS SECTION:

(A) "CONSUMER PRICE INDEX" MEANS THE CONSUMER PRICE INDEX FOR
ALL URBAN CONSUMERS IN THE AREA OF DETROIT-ANN ARBOR-FLINT,
MICHIGAN, PUBLISHED BY THE UNITED STATES DEPARTMENT OF LABOR OR, IF
THE UNITED STATES DEPARTMENT OF LABOR CEASES PUBLISHING THAT INDEX,
THE MOST SIMILAR INDEX AVAILABLE.

(B) "DISABLED" MEANS UNABLE TO ENGAGE IN SUBSTANTIAL GAINFUL
ACTIVITY, AS DETERMINED UNDER CRITERIA CONTAINED IN REGULATIONS
PROMULGATED UNDER 42 USC 1382C(A) (3) (E), AS A RESULT OF A PHYSICAL
OR MENTAL IMPAIRMENT AND RECEIVING SUPPLEMENTAL SECURITY INCOME
UNDER 42 USC 1381 TO 1383F.

(C) "EDUCATION SAVINGS ACCOUNT" MEANS ANY OF THE FOLLOWING:

(i) A TRUST, FUND, OR ADVANCE TUITION PAYMENT CONTRACT
ESTABLISHED UNDER THE MICHIGAN EDUCATION TRUST ACT, 1986 PA 316,
MCL 390.1421 TO 390.1442.

(ii)) AN ACCOUNT ESTABLISHED UNDER THE MICHIGAN EDUCATION
SAVINGS PROGRAM ACT, 2000 PA 161, MCL 390.1471 TO 390.1486.

(iii) ANY OTHER INTEREST IN A QUALIFIED TUITION PROGRAM OR

COVERDELL EDUCATION SAVINGS ACCOUNT UNDER SECTION 529 OR 530 OF THE
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INTERNAL REVENUE CODE OF 1986, 26 USC 529 AND 530.

(D) "HOMESTEAD" MEANS 1 OF THE FOLLOWING OWNED OR BEING
PURCHASED UNDER AN EXECUTORY CONTRACT BY THE DEBTOR THAT THE DEBTOR
OR A DEPENDENT OF THE DEBTOR OCCUPIES AS HIS OR HER PRINCIPAL
RESIDENCE:

(i) IF THE LAND IS LOCATED OUTSIDE OF A RECORDED PLAT, CITY, OR
VILLAGE, A RESIDENTIAL DWELLING AND APPURTENANCES AND THE LAND ON
WHICH THE DWELLING AND APPURTENANCES ARE SITUATED, NOT EXCEEDING 40
ACRES.

(il) IF THE LAND IS LOCATED WITHIN A RECORDED PLAT, CITY, OR
VILLAGE, A RESIDENTIAL DWELLING AND APPURTENANCES AND THE LAND ON
WHICH THE DWELLING AND APPURTENANCES ARE SITUATED, NOT EXCEEDING 1
LOT OR PARCEL.

(ill) A RESIDENTIAL DWELLING SITUATED ON LAND NOT OWNED BY THE
DEBTOR.

(iv) A CONDOMINIUM UNIT.

(V) A UNIT IN A COOPERATIVE.

(vi) A MOTOR HOME.

(vii) A BOAT OR OTHER WATERCRAFT.

(vill) AN EQUITY OF REDEMPTION AS DESCRIBED IN SECTION 6060.

(E) "PROCEEDS" MEANS MONEY PAYABLE OR PAID AS A RESULT OF 1 OR
MORE OF THE FOLLOWING:

(i) SALE OF THE PROPERTY.

(il) INSURANCE OR OTHER INDEMNIFICATION FOR DAMAGE OR
DESTRUCTION OF THE PROPERTY.

(ill) COMPENSATION FOR THE ACQUISITION FOR PUBLIC USE OF THE

PROPERTY.
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(F) "RESIDENTIAL DWELLING" INCLUDES, BUT IS NOT LIMITED TO, A
HOUSE OR A MANUFACTURED OR MOBILE HOME.

(G) "RETIREMENT FUNDS" MEANS AN INTEREST IN A FUND OR ACCOUNT
THAT IS EXEMPT FROM TAXATION UNDER SECTION 401, 403, 408, 408A,
414, 457, OR 501(A) OF THE INTERNAL REVENUE CODE OF 1986, 26 USC
401, 403, 408, 408A, 414, 457, AND 501. RETIREMENT FUNDS DO NOT
INCLUDE THE PORTION OF AN INDIVIDUAL RETIREMENT ACCOUNT OR
INDIVIDUAL RETIREMENT ANNUITY THAT IS ATTRIBUTABLE TO CONTRIBUTIONS
TO THE INDIVIDUAL RETIREMENT ACCOUNT OR PREMIUMS ON THE INDIVIDUAL
RETIREMENT ANNUITY, INCLUDING THE EARNINGS OR BENEFITS FROM THOSE
CONTRIBUTIONS OR PREMIUMS, THAT, IN THE TAX YEAR MADE OR PAID,
EXCEEDED THE DEDUCTIBLE AMOUNT ALLOWED UNDER SECTION 408 OF THE
INTERNAL REVENUE CODE OF 1986, 26 USC 408. THIS LIMITATION ON
CONTRIBUTIONS DOES NOT APPLY TO A ROTH IRA OR SIMILAR PLAN OR
DEVICE TO THE EXTENT THAT THE CONTRIBUTIONS WERE PERMITTED UNDER
THE INTERNAL REVENUE CODE, TO A ROLLOVER OF A PENSION, PROFIT-
SHARING, OR STOCK BONUS PLAN OR OTHER PLAN THAT IS QUALIFIED UNDER
SECTION 401 OF THE INTERNAL REVENUE CODE OF 1986, 26 USC 401, OR TO
AN ANNUITY CONTRACT UNDER SECTION 403 (B) OF THE INTERNAL REVENUE
CODE OF 1986, 26 USC 403.

Enacting section 1. Sections 5451 and 6023a of the revised
judicature act of 1961, 1961 PA 236, MCL 600.5451 and 600.6023a,

are repealed.

04163'11 Final Page TDR



