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SENATE THIRD READING 

SB 1200 (Skinner) 

As Amended  August 11, 2022 

Majority vote 

SUMMARY 

Reduces the post-judgment interest rate on money judgments for common medical and personal 

debts. Permits renewal of these money judgments once, for a period of five years. 

Major Provisions 
1) Defines "debtor" as a natural person from whom money is due or owing or alleged to be due 

or owing and defines "personal debt" as money due or owing, or alleged to be due or owing, 

from a natural person arising out of a transaction in which the money, property, insurance, or 

services which are the subject of the transaction are primarily for the debtor's personal, 

family, or household purposes. 

2) Excludes from the term "due or owing" in 1), above, any debts incurred due to, or obtained 

by, tortious or fraudulent conduct, or judgments for unpaid wages, damages, or penalties 

owed to an employee.  

3) Changes the interest rate that accrues on the principal amount of a money judgment from 

10% to 5%, for the following types of cases where judgment is entered or renewed on or after 

January 1, 2023: 

a) A judgment on a claim related to medical expenses, if the principal amount of the money 

judgment remaining unsatisfied against a debtor is under $200,000. 

b) A judgment on a claim related to personal debt, if the principal amount of the money 

judgment remaining unsatisfied against a debtor is under $50,000. 

4) Specifies that claims for personal debt include, but are not limited to, claims based on any of 

the following transactions: a) an agreement governing the use of a credit card, as defined 

under the Song-Beverly Credit Card Act of 1971; b) a conditional sale contract, as defined 

under the Motor Vehicle Sales Finance Act; or c) a deferred deposit transaction (i.e., a 

payday loan), as defined under the Deferred Deposit Transaction Law. 

5) Permits a judgment creditor to renew the money judgments listed in 3) a) and b), above, 

once, for a period of five years. These judgments, if renewed before January 1, 2023, are no 

longer eligible for renewal (but remain valid for 10 years from when last renewed). 

6) Extends to 60 days (from the current 30 days) after service of notice the period in which a 

judgment debtor may move for an order vacating or modifying renewal of a judgment by a 

judgment creditor. 

COMMENTS 

Many California households, particularly those that are low-income, struggle with debt. When a 

creditor sues an individual for an unpaid debt, the creditor almost always wins by default, since 

most debtors can't afford lawyers. When a creditor wins, the debt becomes a money judgment: a 
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court order to repay the debt. Two types of money judgments are particularly common. The first 

is for medical debt below $200,000. The second is for debt for personal, family, or household 

purposes–such as credit cards, auto loans, and student loans–below $50,000. 

How would this bill change treatment of money judgments for common household debts? This 

bill would change how California's judicial system handles these money judgments in two ways. 

1) Creditors are constitutionally entitled to interest on unpaid money judgments. For the past 

forty years, that rate has stood at 10% simple per year. An unpaid $5,000 money judgment 

accrues interest at $500 per year.  

Under this bill, beginning on January 1, 2023, the interest rate on an unpaid money judgment, 

for the categories of medical and personal debt identified above, would be 5%. A $5,000 

money judgment would accrue interest at $250 per year.  

2) Currently, any money judgment can be renewed every five years, in perpetuity. When a 

money judgment is renewed, all of the accumulated unpaid interest is folded into the 

judgment amount, so that interest accrues on the new amount for the next period. However, if 

it is not renewed in ten years, it expires. So an unpaid $5,000 money judgment which accrues 

$500 in interest every year can, in ten years, be renewed as a $10,000 money judgment 

accruing $1,000 in interest every year.  

This bill would permit renewal of the two categories of money judgments identified above 

once, for a period of five years. There would thereafter no longer be a court order to repay 

the debt. 

What are this bill's main policy underpinnings? Two points about money judgments are critical 

to understand. First, interest on, and renewal of, judgments are matters of public policy, not a 

matter of private contract. The interest rates on money judgments and the ability to renew those 

judgments are determined by the Legislature. According to the California Constitution: 

The rate of interest upon a judgment rendered in any court of this state shall be set by the 

Legislature at not more than 10% per annum. Such rate may be variable and based upon 

interest rates charged by federal agencies or economic indicators, or both. In the absence of 

the setting of such rate by the Legislature, the rate of interest on any judgment rendered in 

any court of the state shall be 7% per annum. (California Constitution, article XV, section 1.) 

In furtherance of this constitutional authority, Code of Civil Procedure Section 685.010(b) 

provides: "The Legislature reserves the right to change the rate of interest provided in 

subdivision (a) at any time to a rate of less than 10 percent per annum, regardless of the date of 

entry of the judgment or the date any obligation upon which the judgment is based was 

incurred." The current 10% interest rate on money judgments was set in 1982. In December 

1982, the United States Prime Rate was 11.5%; the 10% rate is reasonable by comparison. For 

most of the 2010s, the Prime Rate sat between 3 and 4%. A 10% interest rate is now arguably a 

windfall to creditors. 

Second, even with a limit on how often a money judgment can be renewed, a creditor would have 

as long as 20 years to collect on most of these debts. California's statute of limitations provides 

creditors four years to sue for breach of a written contract, such as a credit card agreement. 

(Code of Civil Procedure Section 337(a)) Interest accrues during this time at the rate set in the 
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agreement. Once a case is filed to collect a debt, it takes time for a court to enter a judgment; 

meanwhile, the creditor can continue to try to collect from the debtor through letters and phone 

calls, as well as negative credit reporting. Creditors have 360 days from the filing of a complaint 

to obtain a default judgment (i.e., a judgment where the defendant does not appear; as discussed 

below, this is quite common) in most collections cases. (California Rule of Court 3.740(f)) And 

once judgment is entered, the creditor would have ten years under the bill to collect on the 

judgment, and an additional five years if it renewed the judgment.  

The policy underlying this bill is that 20 years of collection, with the last 15 years proceeding at 

a 5% legislatively mandated interest rate, is sufficient for most household debts.  

If California were to enact this bill, it would follow the lead of New York, which recently 

reduced its interest rate on consumer judgments from 9% to 2%. 

Why is it important that California impose a lower interest rate on this class of money 

judgments? A major reason for imposing a lower interest rate on judgments for medical and 

personal debt is that California is among the most expensive states in the country in which to 

live. As is now well-understood, when accounting for the cost of living, California has the 

highest poverty rate in the nation. (Fox and Burns, The Supplemental Poverty Measure: 2020, 

U.S. Census Bureau (Sep. 2021), available at 

https://www.census.gov/content/dam/Census/library/publications/2021/demo/p60-275.pdf.) 

Between February 1, 2017 and February 1, 2022, the last date on which state-specific data is 

available, California's Consumer Price Index rose by 19.6%. (See 

https://www.dir.ca.gov/OPRL/CPI/CPICalculator/CpiCalculator.aspx.) This index encompasses 

a basket of commonly-purchased goods and services, including food, clothing, and 

transportation. The most devastating change has been in the price of housing. According to 

private website RentData.org, the average fair market rent for a two-bedroom apartment in 

California increased from $1,182/month in 2016 to $1,526 in 2021, a 23% increase. (See 

https://www.rentdata.org/states/california/2016; https://www.rentdata.org/states/california/2021.)  

Given the number of Californians who owe debts, and in the face of such enormously-increased 

costs, to maintain a ten percent interest rate is to force a substantial portion of the state's 

population deeper into poverty, and likely, further into debt simply to survive. 

Final note. The bill amends Code of Civil Procedure Section 683.050 to clarify that no action on 

a judgment is permitted for the money judgments covered by this bill. California courts have 

long interpreted the phrase "action on a judgment" to mean a lawsuit that seeks to recover the 

amount that is unpaid on an already-entered judgment, plus any accumulated interest. (See, e.g., 

Feeney v. Hinckley (1901) 134 Cal. 467 [interpreting the statute of limitations on an action on a 

judgment].) This bill in no way limits a creditor's ability to enforce a currently-valid judgment, 

e.g., through a wage garnishment, lien, bank levy, etc. It merely prohibits follow-on lawsuits that 

would extend the life of a judgment beyond the period provided for under this bill. 

According to the Author 
For years, state law has required courts to charge exorbitant interest rates on legal judgments, 

exacerbating the debt owed by California families. SB 1200 will help relieve financially 

struggling families by right-sizing the interest rate required in statute to be added to legal 

judgments…. The court-ordered interest on personal or consumer debt [is] on top of high interest 

rates that have already been levied by the creditor. In addition, debt collectors, who often buy 

and sell debt, can keep renewing judgments on unpaid debt long after the 10 years a legal 

https://www.census.gov/content/dam/Census/library/publications/2021/demo/p60-275.pdf
https://www.dir.ca.gov/OPRL/CPI/CPICalculator/CpiCalculator.aspx
https://www.rentdata.org/states/california/2016
https://www.rentdata.org/states/california/2021
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judgment is supposed to retire. These renewals also allow the interest to continue to accrue at 

10% per year, thereby creating insurmountable debt loads. […]There is no reason for 

Californians to be subjected to unreasonably high interest rates that can more than double or 

triple what they originally owe. 

Arguments in Support 

Western Center on Law & Poverty places this bill squarely within efforts to reform government 

policies that perpetuate the cycle of poverty: 

For too long, policymakers enacted laws that punished poor people when they were unable to 

pay their debts not recognizing that doing so simply made it even harder for low income 

households to meet their obligations. Countless families fell into debt traps from which there 

was no easy escape. Examples of this include…[d]oubling of parking ticket fines if a person 

fails to pay the ticket within 21 days [and e]scalating penalties of up to $500 after receiving 

just three toll violations…. However, the most draconian of these penalties is the 10 percent 

interest charged to all unpaid government and private debt. […The] debt lasts into perpetuity 

and will be an ongoing burden. 

Arguments in Opposition 
California Judgment Preservation Alliance argues that this bill diminishes the importance of 

judgments in California: 

SB 1200 may be seeking to somehow protect persons who have judgments entered against 

them based on consumer debt; however, it will unfortunately disenfranchise all Californians 

seeking justice through our court system. It overlooks the fact that a judgment for the 

payment of money represents a court order establishing the obligation of one person or entity 

to pay money to another person or entity, regardless of the type of obligation giving rise to 

the judgment. […] SB 1200 paints with a broad brush to encompass all judgments, whether 

they are being actively enforced at the ten-year mark or not. 

FISCAL COMMENTS 

None. 

VOTES 

SENATE FLOOR:  29-8-3 
YES:  Allen, Archuleta, Atkins, Becker, Bradford, Caballero, Cortese, Dodd, Durazo, Eggman, 

Glazer, Gonzalez, Hueso, Hurtado, Kamlager, Laird, Leyva, Limón, McGuire, Newman, Pan, 

Portantino, Roth, Rubio, Skinner, Stern, Umberg, Wieckowski, Wiener 

NO:  Bates, Borgeas, Dahle, Jones, Melendez, Nielsen, Ochoa Bogh, Wilk 

ABS, ABST OR NV:  Grove, Hertzberg, Min 

 

ASM JUDICIARY:  8-2-1 
YES:  Stone, Bloom, Haney, Kalra, Maienschein, Reyes, Mia Bonta, Wicks 

NO:  Davies, Kiley 

ABS, ABST OR NV:  Cunningham 
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UPDATED 

VERSION: August 11, 2022 

CONSULTANT:  Jith Meganathan / JUD. / (916) 319-2334   FN: 0003320 




