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A BILL TO BE ENTITLED
AN ACT TO INPROVE THE LAWS RELATING TO THE COLLECTION OF MONEY
JUDGMENTS AND THE EXENPTIONS, PART 3, EXEMPTIONS.

The General Assesbly of North Carolina enacts:

Section 1. The following Article is added to Chapter 1C
of the General Statutes:

"ART ICLE 16.
"E XENPT PROPERTY.

"g 1C-1601. Exespt property.--(a) Exempt property. Each
individual, resident of this State, who is a debtor is entitled
to retain free of the enforcement of the claims of his creditors:

(&)) The debtor's aggregate interest, not to exceed
seven thousand five hundred dollars ($7,500) in
value, in real property or personal property that
the debtor or a dependent of the debtor uses as a
residence, in a cooperative that owns property that
the debtor or a dependent of the debtor uses as a
residence, or in a burial plot for the debtor or a

dependent of the debtor.




GENERAL ASSEMBLY OF NORTH CAROLINA
(2)

1

\ad

o

(3)

(%)

(5)

(6)

(7

(8)

____SESSION 1981

The debtor's aggregate interest in any ptoperty,

not to exceed two thousand five hundred 4dolla
($2,500) in value less any amount of the exeaption
used under subdivision (1).

The debtor's interest, not to exceed one thousand
dollares ($1,000) in value, in one motor vehicle.
The debtor's aggregate interest, mot to exceed two
thousand five hundred dollars ($2,500) in value for
the debtor plus five hundred dollars ($500) for
each dependent of the debtor, in household
furnishings, household goods, wearing apparel,
appliances, books, animals, crops, or susical
instrusents, that are beld prisarily for the

personal, family, or household use of the debtor or

a2 dependent of the debtor.
The debtor's aggregate interest, not to exceed five
hundred dollars ($500) in value, in any isplements,
professional books, or tools of the trade of the
debtor or the trade of a dependent of the debtor.
Life insurance as provided in Article X, Sectiom 5
of the Constitution of North Carolina.
Professionally prescribed health aids for the

debtor or a dependent of the debtor.

Compensation for personal injury or cospensation
for the death of a person upon whom the debtor was
dependent for support, but such compensation is not

exeapt froe claiss for funeral, legal, nedical'
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dental, hospitai, and bhealth care charges related

to the accident or injury giving rise to the

compensation.

(b pefinition. 'value' as used in this section means fair

sarket value of an individual's interest in property, exclusive

of valid liens.

(¢) Waiver. The court may not permit vaiver of the exesptions

provided im this Article to the extent the exemptions are

necessary to ensure the reasonable support needs of the judgment

debtor's dependents. The exeamptions provided im this Article

cannot otherwise be waived except by:

(1) transfer of property allocated as exespt (and in

that event only as to the specific property
transferred), or
(2) written waiver, after Jjudgment, approved by tke

court. The court must find that the waiver is pade
freely, voluntarily, and with full knowledge of the
debtor's rights to exesptions and that he is not
required to waive thes;

(3) failure to assert the exemption after notice to do

finds

so pursuant to G.G5. 1c-1603, if the court

that the debtor had a reasonable opportunity to
assert the exemption. The court may relieve such a

vaiver made by reason of wmistake, surprise or
excusable neglect, to the extent that the rights of
innocent third parties are not affected.

(d) Recent purchases. The exemsptions provided in subdivisions
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(2, (3, (%) and (5 o ubsection (a) »E  thi ection ar

e inapplicable with respect to tangible personal property purchase
3 by the debtor iess ¢ 0  day preceding the initiation of
- judgment collection roceedings or the filing of petition for
5 bankruptcy.

6 (€) Bxceptions, The exesptions provided in this Article are
1 inapplicable to claies

8 (1) ) the United States or its agencis as provided by
9 federal law;
10 (2) yf the State or its subdivisions for tazes ot
11 appearance bonds;
12 (3) of lies by 2 laborer for work done and perforsed
13 for the person claising the exesption, but only as
14 to the specific property atfected;
15 (4) >f liem by a wsechanic for work done o
16 presises, but only as to the specific property
i7 affected;
18 (s for paysent of obligations contracted for the
19 purchase of the .pecific property affected;
20 (6) for the repair or isprovesent of the specific
21 property affected;

22 (7) for contractual security interests in the specific
23 propecty affected; provided, that the exesptions
ok shall pply to the debtor's household goods
25 notvithstanding any contract for a nonpossessory,
2t nonpurchase msoney security interest in any such
27 goods:

28

House Bill 313
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(), (3, (8) and (5) of sbsection (a) y  thi ection are
inapplicable with 1+ t ta tle pe ynal propert ) 1 ;1».
by the debtor ie: ) 1ay preceding the initiatios f
judgment collectn weedings or the filing of a petition for
bankruptcy.

(€) Bxceptions, The exeaptions provided in this Article are
inapplicable to claie

L

(1) 3£t he ted Stats r its agencis as provided by
fe ral AW

(2} g the tate o1 its subdivisions for taxes ot
appearance nd s ;

(3) £ iiea by & laborer for work done and perforsed
for the persor laising the exesption, but only a
to peci fi progerty affected;

(4) o f 11 DYy a @=sechanic for work ione on the
preaises, i1t only as to the specific property
att ted;

{(S) for aysent f sbligations contracted for the
purchase of the specific property affected;

(€) fo the repair or isprovesent of the pecific
property affected;

(7) for yntractual security interests in the specific ¢

propecty

notvithstanding

nonpurcha

goods;

affected;

rovided, that the exeaptions
§ v

to the debtor's household goods

any contract for a nonpossessory,

poney security interest in any such
House Bill 313
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1 (8) for statutory liens, on the specific property

affected, other than judicial liens;

3 (9) for child support or alimony order pursuant to
- Chapter 50 of the General Statutes.

5 (f) eral Bankraptcy Act., The exeaptions provided in The
& pankruptcy Act, 11 0.5.C. § 522(d4), are not applicable to
7 residents of this State, The exesptions provided by this Article
8 shall apply for purposes of The pankraptcy Act, 11 U.S5.C. 4
’ 522 (b) .

10 ¢ 1C-1602. Alternative eczesptions.--1f the allocation of
1 asounts provided im this Article is insufficiest to wmeet
12 constitutionally mandated exemptions, the court may upon motion
13 of the debtor assign as exeapt the additional property required
1h to satisfy those requirements. 1If the debtor elects to take the
15 personal property and homestead exemptions provided in Article X
16 of the Constitution of North Carolina in property other then that
17 exespted by G.S. 1C-1601, then tbe exemptions provided by G.S.
18

1C-1601 shall not apply and in that event the exesptions provided
19 in this Article shall not be construed so as to affect the
20 personal property and homestead exemptions granted by Article X
21 of the Constitution of North Carolina.

€ »¢ 1C-1603. Procedure for setting aside exespt property.--(a)
23 Mot ion or Petition; Notice.

2 (1 A judgment debtor wmay have his exempt property
designated in a separate action before the clerk or
a Adistrict court judge, by a motiom oOr petition in

a pending case (except a case before a magistrate),

House Bill 313 5
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or in & proceeding relating to the enforcesent of a

pOrEy judgment (including an execution ot .

supplesental proceeding).

property of

the debtor designated im a proceeding to enforce a

roney jadgnent (including an executjion or a

supplesental proceeding).

(3 In a proceeding for the enforcesent of a soney

judguent (iacluding an execution or a supplesental

proceeding) the court say detersine that particular

property is not exespt even though there has been

no proceeding to designate the exesption.

(4) If it appears

soney judgment

supplemsental proceeding)

in a proceeding for enforcesent of a

{including an execution or 3

be affected and there has been no allocation of

exespt property, the court must cause notice to be

served upon the judgment debtor advising him of his

rights. The
following fore:
NORTH CAROLINA

_COUNTY

- —— . . e . . e e

J— )

Judgment Creditor )

vs. )

potice @sust be substantially in the

IN THE GENERAL COURT OF JUSTICE
DISTRICT COOURT DIVISION

CcvyD

NOTICE OF PETITION
(OR MOTION)
TO SET OPP DEETOR'S

EXENPT PROPERTY

House Bill 313
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Judgesent Debtor )
GREETINGS:

You have been namsed as a ‘judgment debtor' in a proceeding
initiatel by a 'fudgment creditor*. A ‘judgment debtor' is a
person « a court has declared cowes wmoney to another, the
* judgment creditor'. The parpose of this proceeding is to make
arrangesents to collect that debt from you personally or froms
property you own.

It is important that you respond to this notice no later than
twenty (20) days after you receive it because you may lose
valuable rights if you do nothing. You say wish to comsider
hiring an attorney to help you with this proceeding to make
certain that you receive all the protections to which you are
entitled under the North Carclina Constitution and laws.

{b) Contents of motion or petition. The wmotion or petition
must:

{1 nase the judgment debtor;

(2) nase the judgment creditors of the debtor insofar
as they are known to the movant;

(3) if it is a motion to modify a previously allocated
exemption, describe the change of condition (if the
povant received notice of the exemption hearing)
and the modification desired.

{c) Statement by the debtor. When proceedings are instituted,
the debtor must file with the court a schedule of:

(1) his assets, including their location;

House Bill 313 7
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(2) his debts and the pases and addresses of bhis
creditors;
(3) the property which he jesires designated as exespt.
The fors for the statepent sust be substantially as follows:
NCETH CAl NA IN THE GENERAL CCOURT OF JUSTICE

DISTRICT COURT DIVISION

CeD

SCHEDOLE OF DEETOR'S
PROPERTY ANT
FEQUEST TO SET ASIDE
) EXENPT PROPERTY
Judgeent debtor )
1, {£ill in your mame) , being duly svorn 4o depose and
say:
1. That I as a citizen and resident of ____ ___ ______ G

County, North Carolinaj

2. That I was born on _{ _date ot  bipth 1i

3, That I am ( sarried to _{spouse's nase) ) ({ not
parried);

4. That the following persons live in sy household and
are in substantial need of my support:

NAME EELATIONSHIP TO DEBTOR AGE

—— ——————— - ———— —————————— e e e

— — o —— - - —_—— e e e .

———————— ——————S—— —————— R S S ——

(Use additional space, as necessary)

8 House Eill 313




GENERAL ASSEMLY OF NORTH CAROUNA _ SESSION 1981
i 5. That (I own) (1 an purchasing;n”}i rent) (choose
e one; mark out the other choices) a (house) (trailer) (apartement)
3 { choose sne; mark out the other choices) located at ( address,
4 city, zip code) which is my residence.

S 6. That I (d0) (4o not) own any other real property. If
6 other real property is owned, list that property on the following

lines; if no other real property is owned, mark ‘not applicable'

8 on the first line.

9 —— —— — -

10 s AT,

n - -

12 o 2l
13 7. That the following persons are, so far as I anm
1u able to tell, all of the persons or companies to whom I owve
15 money:
16 o

17 e

18 8., That 1 wish to claim my interest in the following
19 real or personal property that I use as a residence or ay
20 dependent uses as a residence. 1T also wish to clais my interest
a1 in the following burial plots for myself or ey dependents. I
22 understand that wmy total interest claimed in the residence and
3 burial plots may not exceed $7,500. I understand that I am not
2L entitled to this exemption if I take the homestead exemption
25 provided by the Constitution of North Carolina in other property.
26 Address

a7 Mames of Ovners of Record _____

28

Estimated Value

House Bill 313 9
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: Asount of Liens L i e -
Asount of Debtor's Tnterest e SR, - .
3 That ! wishk to clais the following life iusurance
b policies whose sole beneficiaries are (ay wife) (»y childrea)
5 {my wife and children} as exeapt:
Szse of Insucer FPolicy Susber Face Value Bepeficiary(ies)
S —— S —— "
5
4 10. That I wish to clais the following iteass of health
i0 care aid necessary for (myself) (sy dependents) to work 0"
11 sustaiu health:
: ites Eurpose Person usini ites
11
1k
.‘ D ——— O —— .
16 11. That I wish to clais the following implesents,
) professional hooks, or tools (not to exceed $500), of ay trade
198 or the trade of msy dependent. I understand that such property
i9 purchased within S0 days of this proceeding it not exeapt:
Ites Estisated Value
i
b 12. That I wish to clais the following personal
<5 property consisting of household fursishings, household goods,
ot wearing apparel, appliances, books, animsals, crops or susical
instrusents as exemspt fros the claiss of sy creditors. I affire,
8 @

House Bill 313
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that these itess of personal property are held primarily for sy

personal, family or household use or for such use by ay
dependent s,

I understand that I am entitled to personal property
worth the sus of $2,500 plus $500 for each person dependent on me
for support. I further understand that I am entitled to this
asount after deduction from the value of the property the amount
of any wvalid lien or purchase money security interest and that

property purchased within 90 days of this proceeding is not

exeapt.
Iten (or class) Asount of Lien Location Estimated
of Property or Security Yalue of
Interest Debtor's
Interest

13. That I wish to claim sy interest in the following
motor vehicle as exempt from the claims of my creditors. I
understand that Y am entitled to my interest in a motor vehicle
vorth the sum of $1,000 after deduction of the amount of any
valid liens or purchase money security interest. I understand
that a motor vehicle purchased within 90 days of this proceeding

is not exempt.

Hake and Year Name(s) of Name(s) of Estimated
Bodel of Title Owner Lien Holder(s) Yalue of
Botor Vehicle of Becord ef Record Debtor's

Interest

House Bill 313 1
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¢ 14, That T wish to clais as exeapt the following
3 Cospensation which I received for the personal injury of aeyself
L Of & person upon vhoe I was dependent for SuUpport or cospensation
5 wh received for the death of a person upon whos 1 was
6 dep« nt for support. I understand that this cospensation is
7 not exempt froe claiss for tuneral, legal, sedical, dental,
8 hospital or health care charges related to the accident or indary
4 which resulted in the paysent of the compensation to se.

10 (a) amount of cospensation _ T

11 (b) method of payment: 1lump sus or installments ____ SR

12 (If installments, state amount, frequency and duration of
13 payments)
S R R R S .
15 () name and relationship to debtor of person (s) injured or
16 killed giving rise to cospensation RS i
17 (4) location of compensation i received in lusp sus or
18 installments ___ "
19 (e) unpaid debts arising out of the injory or death giving
20 rise to compensation
4 Same and Adiress Seryvices Fepndered Asount of Debt
22 B i i i L ke
23 Laes el e =
2L 5. That I wish to clais the following property as
25 exespt because I claimed residential real or personal property as
-0 exempt that is worth less than $2,500 or I made no clais for a
el residential exemption under section (8) above. I understand that
28

12 House Bill 313
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I am entitled to $2,500 in any ptopef&}hégly if I sade no clain
under section (8) above and that if I sake a clais under section
(8) above, that I am entitled to $2,500 in any property minus any
ascunt 1 claimed under section (8). (Exasples: claim of $1,000
ander section (B), $1,500 alloved here; claim of $2,450 under
section (8}, $50 allowed here; claim of $2,600 under section (8),
no clais allowed here.) I further understand that the asount of
a8y claies under this section is after the deduction fros the value
of this property of the asount of any valid lienm or purchase
soney security interests and that tangible personal property
purchased within 90 days of this proceeding is not exeapt.
Property Location Asount of Liens Estimated
or Purchase Bomey Value of
Security Interests Debtor's
Interest

16. That the following is a complete listing of all of
my assets which T have not claimed as exeapt under any of the

preceding paragraphs:
iten Location Estimated value

This the___day of 019 __.

House Bill 313 13
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1
Judgesent Debtor

3

Svorn to and Subscribed before

8¢ this____day of________ 19 __.
6 R
7 Notary Public 8y CTossission Expires:
8 (d) Notice to persons 2 ffected. ’
9 {n If the debtor does not initiate the proceeding, he
10 sust be served with sussons and the petition,
11 Botion or notice directed by the court. He sust
12 then file the statesent required by subsection (o)
13 and may respond. Notice of the hearing say be
1L given by debtor or crecitor to any creditor.
15 (2) It the debtor initiates the proceeding, notice 3t.
16 the hearing wsust be given to each creditor
17 scheduled by the debtor.
13 (€) Proceducre for setting aside exempt property.
19 (1) The court aust hold 2 hearing for the detersination
of the exempt property.
21 (2) If at the time for the hearing no objection has
22 been made by a creditor or other interested person
23 the judge may, if he finds it appropriate, enter an
2l order designating the property scheduled by the
25 debtor as exespt property.
¢b (3) It objection is made the court sust determine the
<7 value of the property. The court BAy appoint a
2B qualified person to examine the property and xoport‘

14 House Bill 313
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its value to the «court. Compensation of that

person must be advanced by the person requesting
the valuation and is a court cost having priority
over the claiems.

If the debtor fails to file the statemsent required
by subsection (c) the court must determine whether
the debtor bhad a reasonable opportunity to assert
the exemption.

The court wsust enter an order designating any
exempt property and directing any steps necessary
to designate it. Supplemental reports and orders
may be filed and entered as necessary to reflect
implementation of the order.

The court may permit a particular itzm of property
having value in excess of the allowvable exemption
to be retained by the debtor upon his msaking
available to creditors wmsoney or property not
otherwise available to thesm in an amount equivalent
to the excess value, Priorities of creditors are
the same 1in the substituted proparty as they were
in the original property. The court may provide
for the sale of property having excess value and
appropriate distribution of the proceeds at a time

and in a manner fixed by the order.

(f) Notation of order on judgment docket. A notation of the

order setting aside exempt proper!; must be entered by the clerk

of court on

House Bill 313
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t he ibject f t he enforcegent roceeding. It the ex=gpt
property \is ieSignated in a separate action, the order shall be

entered on the judgment docket.
(3) Sodification, The debtor's exesption may be sodified by

motion in the original “IeRption proceeding by anvone who 4id not

receive notice t the exeaption bhearing. Also, the debtor's
exemption may be ditied upon a  change ' circumsstances, by
ROotion in the original exesption proceeding, made by the debtor
O anyone interested, A substantial change in value Bay

constitute changed circuastances. Modification may include the
substitution of @i fferent property for the exeapt property,

{h) Determinaticns in any proceeding to set aside exeapt
property msay be made by the clerk ot judge.

"$ 1C-1604, Effect ot €xesption.-~-(a) Property 2llocated to
the debtor as €XESpPt 15 Iree of tue enforcesent of the clais 3 4
creditors for indebtednes: incurred before or after the exespt
Property is set aside, other than claiss excepted by 3. 8. iC-
1601(e), for so long as the debtor owns it. When the property is

conveyed to another, the eXenption ceases as to liens attaching

Prior to the conveyance. C(reation of a security isterest in the
Property does not constitute a convs yance within the seaning of
this section, but a traansfer in satisfaction €, or for the
enforcement of , a Security interest is a conveyance. When exeapt
property is conveyed, the debtor say have other exesptions
allotted. The statute of limitation on judgeents is suspended
for the period of exesption, as to the property which is exespt,

(b) Exempt property which passes by bequest, devise intestate

16 House Bill 3113
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succession or gift to a dependent spouse, child or person to whon
the Jebtor stands jin loco parentis, continues to be exempt while
held 'y that person. The exeamption is terminated if the spouse
remarries, or, with regard to a dependent, wvhen the court
deteraines that dependency no longer exists."

Sec. 2. G.S. 1-369 through G.S. 1-392 are repealed.

Sec. 3. This act shall become effective July 1, 1981,
and applies to all actions and proceedings initiated before and
after that date. If a proceeding has been initiated prior to

that date the court may enter appropriate transitional orders.

House Bill 313 17




