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The following information is from the New Economy Project – www.neweconomynyc.org. 
You can access this information on the New Economy Project’s website at: 
https://www.neweconomynyc.org/what-is-exempt-from-debt-collection-2/  

WHAT IS EXEMPT FROM DEBT COLLECTION? 
 
IMPORTANT NOTE:The exemptions from debt collection discussed on this page apply to private debts 
like credit cards, medical bills, and bank loans. If you have child support debt, or if you owe money to the 
government for taxes or a student loan, different rules apply. 
 
What does it mean to be exempt from debt collection? 
Under state and federal law, certain kinds of income and property are classified as exempt from 
debt collection. A creditor or debt collector cannot force you to use exempt income or property 
to pay a debt. 

What kinds of benefits are exempt from debt collection? 
• Public Assistance (PA) 

• Supplemental Security Income (SSI) 

• Social Security 

• Social Security Disability (SSD) 

• Veterans benefits (VA) 

• Child Support 

• Spousal Maintenance 

• Workers Compensation 

• Unemployment Insurance 

• Railroad Retirement benefits 

• Black Lung benefits 

What kinds of retirement funds are exempt from debt collection? 
• Public and private pensions 

• Retirement saving accounts like 401(k), 403(b), and Individual Retirement Accounts 
(IRA) 
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• All of the principal and 90% of the payments from a private trust 

How much earned income is exempt from debt collection? 
If you receive PA or SSI, all of your earned income is exempt from debt collection. Earned 
income up to 30 times the minimum wage per week, after taxes, is exempt. The minimum wage 
is currently $15.00 an hour. If you take home $450.00* per week or less, all of your earned 
income is exempt from debt collection. 
If you take home more than $450.00* per week, 90% of your gross income or 75% of your 
disposable income, whichever is greater, is exempt from debt collection. 
*This amount is based on the $15/hour NYS minimum wage for “NYC – Large Employers (of 11 
or more),” effective 12/31/18, as listed on the NYS Department of Labor’s website. This amount 
may vary depending on the specific NYS minimum wage applicable to your location and 
employer. 

 

Know Your Rights! 
90% of income earned within the last 60 days is exempt from debt 

collection. If you have a frozen bank account, and all the money in the 
account is from recent paychecks, odds are it is all exempt from debt 

collection. 

 
Can my personal property be seized by a Marshal? 
The following kinds of personal property are exempt from debt collection and cannot be seized: 

• Household goods, like furniture, clothing, and appliances 

• Medical equipment, such as a wheelchair 

• One television, one radio, one computer and one cell phone. 

• Personal items like jewelry and art, not exceeding $1,000 in value 

• Items that you need for work, “tools of the trade,” not exceeding $3,000 in value. 

• $1,000 in personal property or cash, IF you are not claiming a homestead exemption 

Can the Marshal seize my car to pay a private debt? 
Yes, but only if your equity in the car is greater than $4,000. If you still owe money on the car, it 
is likely to be completely exempt from debt collection. For example, if your car is worth $10,000 
but you still owe $8,000, your car would be completely exempt from debt collection. 
Cars that have been equipped for use by people with disabilities are exempt up to $10,000. 
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What if I have personal property that is not exempt? 
Don’t worry. For most low-income people, a threat to seize personal property is an empty 
threat. At New Economy Project, we have talked to hundreds, if not thousands, of low income 
New Yorkers. None of them have ever had property seized by the Marshal. For various reasons, 
it simply does not happen in New York. As long as you do not have valuable property — such 
as expensive paintings, furniture, jewelry, and other luxury goods that would fetch a good price 
at auction — you have nothing to worry about. 

Can a debt collector take my exempt income or property if it has a judgment against me? 
No. If you have exempt income or property, a debt collector cannot take it to pay a debt, even if 
it has a judgment against you. That being said, judgments have other negative consequences, 
and it is best to avoid them if possible. 

What does it mean to be “judgment proof”? 
If your income consists only of the exempt funds mentioned above, and you have no assets, 
some people would call you “judgment proof.” This means that your creditors cannot collect 
money from you — even if they have a judgment — because all of your income and property is 
exempt. 

It is important to understand that a court can still enter a judgment against you, even if you are 
considered “judgment proof.” If that happens, you will not have to pay the judgment so long as 
your income remains exempt from collection. However, if your situation changes (for example, if 
you return to paid employment or win the lottery) you will have to pay the judgment from your 
non-exempt funds. 

How can I keep my exempt income safe from debt collection? 
First, if a debt collector contacts you about a debt that you cannot or do not want to pay, you 
should send a cease letter instructing the debt collector not to contact you anymore and 
explaining that your income is exempt from debt collection.You can use this sample cease 
letter for people with exempt income(PDF) as a model. 
Second, you might want to send a letter to your bank stating that your account contains exempt 
funds that should not be restrained. You can use this sample letter to a bank regarding 
exempt income(PDF) as a model. 
Third, if you receive a summons telling you to come to court, do not ignore it. Call the NYC 
Financial Justice Hotline at 212-925-4929 for advice about how to respond to the 
summons. 
 
Is my exempt income safe in a bank account? 
Even if a debt collector has obtained a judgment against you, your exempt income is still 
protected even after it has been deposited in a bank account. 

http://www.neweconomynyc.org/wp-content/uploads/2014/10/Sample-Cease-Letter-Exempt-Income.pdf�
http://www.neweconomynyc.org/wp-content/uploads/2014/10/Sample-Cease-Letter-Exempt-Income.pdf�
http://www.neweconomynyc.org/wp-content/uploads/2014/10/Sample-Letter-to-your-Bank-to-Protect-Exempt-Income.pdf�
http://www.neweconomynyc.org/wp-content/uploads/2014/10/Sample-Letter-to-your-Bank-to-Protect-Exempt-Income.pdf�
http://nedap.org/hotline/clbasics.html#summons�
http://www.neweconomynyc.org/nyc-financial-justice-hotline/�
http://www.neweconomynyc.org/nyc-financial-justice-hotline/�
http://nedap.org/hotline/clbasics.html�
http://nedap.org/hotline/clbasics.html�


4 
 

The best way to protect your exempt benefits is to sign up for direct deposit and keep your bank 
balance below $2,850.  The best way to protect your earned income is to keep your bank 
balance below $3,600.  

Know Your Rights! 
If your bank account consists of only exempt funds and has 

been frozen due to a court judgment, call the debt collector and ask that 
your account be released immediately. Exempt income is always 

protected from debt collection, even if there is a judgment. If you need 
help getting your exempt funds released, call the NYC Financial Justice 

Hotline at 212-925-4929. 
  
Is my tax refund exempt from debt collection? 
No, tax refunds are not exempt from debt collection. 

Disclaimer:  This site provides general information for consumers and links to other sources of information.  This site 

does not provide legal advice, which you can only get from an attorney.  New Economy Project has no control over 

the information on linked sites. 
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