Joint Account Garnishment

Background

From: “Garnishing Joint Accounts-Pitfalls for the Depositary Bank” by George Meinz and Bill Fisher, Gray Plant Mooty

The Minnesota Supreme Court recently held that a judgment creditor could not

obtain funds in a debtor’s joint account which were traceable to a non-debtor. In

Enright v. Lehman, No. A06-347 (Minn. July 19, 2007), the judgment creditor garnished a bank account in which the debtor and his non-debtor wife were joint tenants. Pursuant to the garnishment, the bank paid the funds in the accounts to the creditor’s attorney. The debtor asserted that all of the funds in the accounts belonged to his spouse and were not subject to garnishment.

Relying upon the Multi-Party Account Act (Minn. Stat. § 524.6-203(a)), the

Minnesota Supreme Court ruled that the funds traceable to the non-debtor spouse are not subject to seizure. The Court noted that “in a controversy between parties to a multi-party account and their creditors, funds in a joint account belong to the parties in proportion to their net contributions….” Further, in order to seize any funds contributed by the non-debtor, the judgment creditor would be required to prove by clear and convincing evidence (a very high standard) that the non-debtor spouse intended any funds she deposited to belong to the debtor.
How to Help Clients 

Individuals whose jointly held bank accounts are being garnished should inform the bank and the judgment creditor that they are garnishing a joint bank account on the garnishment exemption form. 
	Joint Account Held w/
	Origin of Funds
	Suggested Language 

	Adult


	All funds are traceable to joint account holder who is NOT judgment debtor  
	“I received notice of the garnishment of an account I hold jointly with my spouse.  None of the money in the account belongs to me. Furthermore, my wife, the joint accountholder, did not intend to confer ownership of the deposited funds to me.”

	Minor Child
	All funds are traceable to earning of minor child 
	I received notice of the garnishment of an account I hold jointly with my minor child. All funds in the account belong to my minor child.  These funds are not garnishable  under Minnesota state law (Minn. Stat. § 550.37). 

	Adult


	Some funds are traceable to joint account holder who is NOT judgment debtor  
	“I received notice of the garnishment of an account I hold jointly with my spouse.  Only a portion of the money in the account belongs to me. Furthermore, my wife, the joint accountholder, did not intend to confer ownership of the deposited funds to me.  According to my calculations $_______ of the funds in the account belong to me and of that only $_______ may be legally garnished under Minn. Stat. § 571.912


If some of the funds in the joint account can be traced to the judgment debtor you must calculate what amount frozen by the bank belong to the judgment debtor and can be garnished. Minnesota law states, “In tracing the funds, the first-in first-out method of accounting shall be used.” 
Judgment Debtor is employed at SuperMart

Judgment Debtor’s Wife is employed at FirstHire
	Deposit/Withdraw
	Amount
	Account Balance 

	
	
	0

	FirstHire-Payroll
	850
	850

	ExxonMobil
	(50)
	800

	ATM Withdraw
	(300)
	500

	SuperMart-Payroll
	650
	1150

	Target
	(150)
	1000

	Check#801
	(200)
	800


Using the first-in first-out method $650 of the judgment debtor’s money remains in the account while $150 of the judgment debtor’s spouse’s money remains in the account. The money remaining in the account from the spouse should not be garnished. 75% (in this case $487) of the judgment debtor’s income is protected from garnishment leaving only $163 in the account to be garnished. 
  Important note: 20 days after being deposited all of the judgment debtor’s income becomes garnishable. 
Garnishment in General 

For additional information about garnishment please see Mid-Minnesota Legal Assistance’s fact sheet titled, “Garnishments and Your Rights” available at: http://www.midmnlegal.org/programresources.cfm?pagename=Program%20Resources
� Or all of a debtor's after tax earnings below 40 times the federal minimum wage, which ever is greater.  See Minn. Stat. § 571.912





