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DISABILITY 
BENEFITS

Disability Benefits Protected  
by Garnishment Restrictions

T he U.S. Court of Appeals for the Eighth Cir-
cuit finds disability benefits to be earnings 
subject to garnishment restrictions under 

the Consumer Credit Protection Act (CCPA).
The defendant aggravated a medical condi-

tion while employed by her employer and became 
eligible to receive disability benefit payments. The 
disability benefits will continue until she reaches 
the age of 65 in November 2016. Prior to her em-
ployment and subsequent disability classification, 
the defendant pleaded guilty to several criminal 
charges and was sentenced to a term of imprison-
ment and to restitution. The government sought to 
garnish the defendant’s disability payments pursu-
ant to her restitution sentence. The defendant ob-
jected and argued that her disability payments were 
earnings within the meaning of CCPA and thus are 
subject to CCPA’s limitations on garnishment.

The government initiated this action against the 
defendant seeking garnishment of her disability 
benefits. The district court ruled that the defen-
dant’s disability benefits are not earnings within the 
meaning of CCPA and overruled her objection to 
garnishment. The defendant filed this appeal.

On appeal, the court recognizes that in interpret-
ing a statute it must examine both the clause at issue 
and the statute as a whole. If the statute is unambigu-
ous, then it will interpret the statute according to its 
plain language. In this case, CCPA defines earnings 
to mean “compensation paid or payable for personal 
services, whether denominated as wages, salary, 
commission, bonus, or otherwise, and includes pe-
riodic payments pursuant to a pension or retirement 
program.” CCPA further defines disposable earn-
ings as “that part of the earnings of any individual 
remaining after the deduction from those earnings 
of any amounts required by law to be withheld.” The 
statute then provides the formula by which dispos-
able earnings may be garnished.

The court notes that whether disability pay-
ments are earnings within the meaning of CCPA 
is an issue of first impression for this court. While 

other circuit courts have previously interpreted 
the meaning of earnings under CCPA in the con-
text of pension payments and retirement savings, 
they have not addressed the statute’s applicability 
to disability payments. However, the court finds 
guidance in a U.S. Supreme Court case which ad-
dressed whether income tax refunds constituted 
earnings and ruled that earnings did not include 
“every asset that is traceable in some way to such 
compensation.” The court also cites a district court 
case which held that a debtor’s disability insurance 
payments were earnings because they are “replace-
ment income” and are “taxed like wages.” 

After considering these cases, the court finds that 
the plain language of CCPA includes the defendant’s 
disability payments as earnings. The court notes that 
“[b]y defining ‘earnings’ as ‘compensation paid or 
payable for personal services, whether denominated 
as wages, salary, commission, bonus, or otherwise,’ 
the [CCPA] prioritizes the character of the payments 
over its label.” The court concludes that whether the 
disability payments are labeled as wages “is not the 
central issue;” rather, the court finds that the “central 
issue is whether the disability payments are ‘com-
pensation paid or payable for personal services.’ ” 

The court concludes that the defendant’s disabil-
ity benefits fit within CCPA’s definition of earnings. 
The court notes that the defendant receives the pay-
ments through her former employer, and they are 
intended as wage substitutes. The court dismisses 
the plaintiff ’s argument that the defendant receives 
the payments precisely because she cannot render 
“personal services.” It finds that the payments are 
simply delayed payments for personal services and 
that the employer received the defendant’s personal 
services before the defendant received payment. 
Accordingly, the court concludes that the defen-
dant’s disability payments are earnings within the 
meaning of CCPA and therefore are subject to the 
statute’s limitations on garnishment. 

U.S. v. Ashcraft, No. 12-2449 (8th Cir. Oct. 9, 2013). 


