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CALIFORNIA LEGISLATURE—2019—20 REGULAR SESSION

ASSEMBLY BILL No. 2501

Introduced by Assembly Member Limoén

February 19, 2020

An act to add Title 19 (commencing with Section 3273.01) to Part 4
of Division 3 of the Civil Code, and to add Section 23039 to the
Financial Code, relating to COVID-19 relief.

LEGISLATIVE COUNSEL’S DIGEST

AB 2501, as amended, Limon. COVID-19: homeowner, tenant, and
consumer relief.

(1) Existing law prescribes various requirementsto be satisfied before
the exercise of a power of sale under a mortgage or deed of trust. In
this regard, existing law requires that a notice of default and a notice
of sale be recorded and that specified periods of time elapse between
therecording and the sale. Existing law establishes certain requirements
in connection with foreclosures on mortgages and deeds of trust,
including restrictions on the actions mortgage servicerswhile aborrower
is attempting to secure a loan modification or has submitted a loan
modification application. Existing law also imposes requirements on
loans secured by liens on motor vehicles.

This bill would enact the COVID-19 Homeowner, Tenant, and
Consumer Relief Law of 2020. The bill, with respect to residential
mortgage |oans, would prohibit amortgage servicer, mortgagee, trustee,
beneficiary, or authorized-agent-as€efined; agent from taking specified
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actions during th
' - covered period. The* covered period” would
be defined as the 12 months following the operational date of the act.
The bill would prohibit the above persons from commencing or
continuing any judicial foreclosure action, recording anotice of defaullt,
or taking any action to evict a person following a foreclosure. The bill
would also require the above personsto stay all foreclosure proceedings
and time limits in a judicial or nonjudicial foreclosure on a-property-
property during the covered period. The bill would not apply these
provisions to a mortgage secured by adwelling that any of the above
persons has determined, after exercising reasonable diligence, isvacant
or abandoned.
The bill, with respect to residential mortgage loans, would authorize
a borrower experiencing a financial hardship during the-€OWb-19
emergeney covered period to request forbearance from any mortgage
obligation by submitting arequest to the borrower’s mortgage servicer.
Thebill would requr rethe mortgage servicer to prOV| detheforbearance

the perlod requested
by the borrower, up to aninitial period of 180 days, the length of which
would be required to be extended at the request of the borrower for a
total forbearance period of up to 12 months. If the borrower requests
a forbearance period greater than 90 days, the servicer would be
required to provide aninitial forbearance termof not lessthan 90 days,
and automatically extend it for an additional 90 days, unlessthe servicer
confirms the borrower does not want to renew the forbearance. The
bill would prohibit a mortgage servicer from misleading or making
misrepresentations to a borrower about forbearance and repayment
options.

Thebill would require aborrower receiving aforbearance with respect
to a mortgage secured by a dwelling that has a tenant, regardless of
whether the borrower also lives in the dwelling, to provide the tenant
wrth rent relref for not Iessthan theforbearance perlod %ebﬂt—weutd

mortgage servicer, upon placing a mortgage obligation in forbearance,
to provide the borrower written notification of the forbearance terms,
treatment of payments, and other options available to the borrower at
the end of the forbearance period. The bill would require the servicer,
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no later than 30 days before the end of the forbearance, to notify the
borrower of their options to modify their loan or reinstate their
mortgage account to current status, as provided, and provide a written
notice, within 30 days of the original notification, of their rights and
obligations with regard to their loan modification or reinstatement, as
provided.

The bill would prohibit amortgage servicer from assessing, accruing,
or applying fees, penalties, or additional interest to the borrower’s
account beyond specmed scheduled or calculated amounts—'Fhe—bH+

berreweles—rean- The b| II Woul d reqw re amortgage servicer that cI ams
investor guidelines or applicable law prohibit implementation of
postforbearance modification or reinstatement on the required terms,
to notify the borrower and the Commissioner of Business Oversight,
as speC|f|ed and to preﬁent—deeuma%aﬁeﬂ—m—aeeerdaﬁee—wﬁh

documentatlon The commissioner Would be requi red to devel op a
procedure for reviewing and determining the validity of the grounds
for the exception, and the determination would be subject to judicial
review. The bill would require the mortgage servicer, if the borrower
is unable to return to making regular mortgage payments, to evaluate
allHeanedifieation | oss mitigation and forecl osure prevention options,
and, if the borrower qualifies, to implement the option with no penalties,
late fees, modification fees, or additional interest beyond specified
scheduled amounts. The bill would al so-reguite authorize a mortgage
service, |f a borrovver does not quallfy for—medmeaﬁeh,—te—eocatuate

mitigation or forecl osure preventlon optlonsto pursueforecl osure after
expiration of the covered perlod

96



AB 2501 —4—

Th|s bill would prowde that a mortgage servicer that wolates the
above requirementsisin violation of the laws governing the servicer’s
license and subject to enforcement actions by its licensing agency. The
bill would authorize a borrower harmed by a violation of the above
requirements to bring an action for injunctive relief, damages,
restitution, and any other remedies available. The bill would require a
court to award attorney's fees and costs to a prevailing borrower.

Thebill, with respect to multifamily mortgage loans, would authorize
a borrower to submit a request for forbearance to the borrower’s
mortgage servicers, affirming that the multifamily borrower is
experiencing hardship during the COVID-19 emergency. Thebill would
require amortgage servicer, upon request from amultifamily borrower,
to request documentation of the financial hardship, provide the
forbearance for not less than 180 days, subject to extension. The hill
would require a multifamily borrower, during the forbearance term, to
provide rent relief to tenants living in the property secured by the
mortgage and would prohibit eviction for atenant’s nonpayment of rent
or application or accrual of fees or other penalties on renters for
nonpayment of rent. The bill would require a multifamily borrower to
bring aloan placed in forbearance under these provisions current within
a specified timeframe.

This bill, with respect to vehicle-secured credit obligations, would
prohibit a servicer of vehicle-secured credit from taking any action to
use self-help to-repessess repossess, as provided, a mobilehome or
motor vehiclethat secureﬁmduﬁﬁgtheGG\H-D—%gaﬂergeney—aﬁd

- vehicle-secured credit obligation,
until January 1, 2023, except as prowded The bill would authorize a
consumer experiencing a financial hardship during the-coVb-19
emergency covered period to request forbearance from any
vehicle-secured credit obligation by submitting arequest to the servicer
of vehicle-secured credit, affirming that the consumer is experiencing
hardship. The bill would require a servicer of vehicle-secured credit to
provide the forbearance requested for a period of at least 90 days, and
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to extend the forbearance period upon request, if the consumer affirms
that they continue to experience hardship. The bill would authorize a
servicer of vehicle-secured credit to assess, accrue, or apply to a
consumer’s account arate of interest of up to 7% per annum, but would
prohibit a servicer of vehicle-secured credit from assessing, accruing,
or applying additional fees, penalties, or other interest to a consumer’s
account beyond the amounts scheduled or calculated, as specified.

Thebill would require the holder of avehicle-secured credit obligation
to evaluate a consumer’s ability return to making regular payments
before the completion of a forbearance period, and if the consumer is
able to return to making regular payments, modify the consumer’s
vehicle-secured credit obligation to extend the term, modify the
obligation, notify the borrower, and take other specified actions,
including proceeding with a written notice of intent to repossess the
vehicle only after-the-expiration-of-the- COVHD-19-emergency-and-the
180-daypertodthereafter January 1, 2023. The bill would provide that
a repossession of a mobilehome or motor vehicle by a servicer of a
vehicle-secured credit obligation that has failed to comply with all of
these provisions constitutes an acceptance of the collateral in full
satisfaction of the vehicle-secured credit obligation.

(2) The California Deferred Deposit Transaction Law provides for
thelicensure and regulation by the Commissioner of Business Oversight
of persons engaged in the business of making or arranging deferred
deposit transactions. A knowing and willful violation of the provisions
of thislaw isacrime.

This bill, during the COVID-19 emergency and the 180-day period
thereafter, would prohibit afee for a deferred deposit transaction from
exceeding 5% of the face amount of the check. The bill would require
alicensee under that law to offer a customer the option to enter into a
payment plan that provides an extension of time for repayment of an
existing deferred deposit transaction in accordance with specified
procedures. By expanding the scope of an existing crime, the bill would
impose a state-mandated local program. The bill would also include
related legidative findings.

The Cdlifornia Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish proceduresfor making that reimbursement.

Thisbill would provide that no reimbursement is required by this act
for a specified reason.
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Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the Sate of California do enact as follows:

SECTION 1. TheLegidaturefindsand declaresthefollowing:

(@ Inlate December 2019, several cases of unusual pneumonia
began to emerge in the Hubel province of China. On January 7,
2020, a novel coronavirus, SARS-CoV-2, was identified as the
likely source of the acute respiratory disease now known as
COVID-19.

(b) Infectionshaverapidly spread to other countriesthroughout
the world, including the United States.

() OnJanuary 30, 2020, the World Health Organization (WHO)
declared COVID-19 a Public Health Emergency of International
Concern, and on January 31, 2020, the United States Secretary of
Health and Human Services declared a public health emergency.

(d) On March 4, 2020, California Governor Gavin Newsom
declared a state of emergency to make additional resources
available, formalize emergency actions aready underway across
multiple state agencies and departments, and help the state prepare
for abroader spread of COVID-19.

(e) On March 19, 2020, Caifornia Governor Gavin Newsom
issued a stay at home order to protect the health and well-being of
al Cadlifornians and to establish consistency across the state in
order to slow the spread of the virus.

(f) Dueto the voluntary and mandatory actions by Californians
to dow the spread of COVID-19, economic activity in the state
has fallen precipitoudly.

(g) Sateandlocal government officialshaveissued legal orders
to protect the health and safety of California residents, but that
may also have the effect of limiting or prohibiting a broad range
of economic activitiesthat generateincomefor Californiaworkers
and business owners.

(h) Giventhe economic consequences of thelegal ordersissued
by state and local government officials, the state government has
a heightened duty to mitigate harm to California residents that
aredirectly or indirectly caused by those legal orders.

&)
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(i) In the seven weeks prior to May 1, 2020, approximately
3,900,000 California workers filed claims for unemployment
benefits, which represents 20 percent of the state’s workforce.

()) Thousands of businesses across the state have closed, either
temporarily or permanently, or have reduced operating hours and
capacity, with particularly acute effects on certain industries,
including accommodation and food, personal care, and arts,
entertainment, and recreation.

{r)

(K) The economic hardships brought on by the COVID-19
pandemic mean that many California individuals and households
are likely to have difficulty remaining current on monthly debt
obligations through no fault of their own.

i

() Temporary forbearance benefits not only borrowers, but also
other creditors by avoiding downward collateral price spirals
triggered by an increase in foreclosure or repossession activity.

tH

(m) Without forbearance, many borrowers are unlikely to pay
their obligations according to their original termsand arelikely to
default on obligations or file for bankruptcy, resulting in reduced
recoveriesfor creditors, and in the case of bankruptcy, no recovery
of unaccrued interest.

(n) With forbearance, creditors are likely to realize greater
long-term value because borrowers will be more likely to repay
their obligations after the major disaster or emergency has subsided.

(o) Ensuring that homeowners and tenants are able to remain
in their residences helps to minimize the spread of the novel
coronavirus and protects the public health.

)

(p) Providing forbearance and an opportunity to repay amounts
owed after the emergency subsides will position California
consumers, households, and businesses for a stronger economic
recovery than the state would otherwise realize if no action were
taken.

(g) Without emergency action to prevent it, delinquent loan
payments will likely lead to mass foreclosures, evictions, and
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repossessions that will harm the health, safety, and welfare of
Californians today and for years after the pandemic ends.

(r) The Legidature hereby finds and declares that there is a
current and immediate threat to the public health, safety, and
welfare and aneed for immediate preservation of the public peace,
health, or safety that warrants this-urgeney legislation, which
finding is based upon the facts stated in the recital s above.

SEC. 2. Title 19 (commencing with Section 3273.01) is added
to Part 4 of Division 3 of the Civil Code, to read:

TITLE19. COVID-19 HOMEOWNER, TENANT, AND
CONSUMER RELIEF LAW OF 2020

CHAPTER 1. TITLE AND DEFINITIONS

3273.01. Thistitleisknrewn known, and may be€ited cited, as
the “COVID-19 Homeowner, Tenant, and Consumer Relief Law
of 2020.”

3273.1. For purposes of this title, the following definitions
apply:

@ “ Borrower means any natural person who isa mortgagor

Het—melﬂde—any—ef—the—feﬂewrng— or a conflrmed SUCCESSOr in
interest as defined in Section 1024.31 of Title 12 of the Code of
Federal Regulations.

(1) An-"“Borrower” shall not include an individua who has
surrendered the secured property as evidenced by either a letter
confirming the surrender or delivery of the keysto the property to
the mortgagee trustee benefici ary, or authonzed agent

(2) “ Borrower” shall also mean a person who hoI ds a power
of attorney for a borrower described in paragraph (1).

(b) “Consumer” means a person obligated to repay a
vehicle-secured credit obligation.
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ended:

(c) “Covered period” means the 12 months following the
operational date of thistitle.

(d) “Impound account” means a type of account for payment
of taxes on real property, insurance premiums, or other purposes
relating to the property. Such an account may be structured as an
impound, trust, or other type of account.

(e) “Mobilehome” means a structure designed for human
habitation and for being moved on astreet or highway under permit
pursuant to Section 35790 of the Vehicle Code. Mobilehome
includes amanufactured home, as defined in Section 18007 of the
Health and Safety Code, and a mobilehome, as defined in Section
18008 of the Health and Safety Code, but, except as provided in
subdivision (b), does not include arecreational vehicle, asdefined
in Section 799.29 of this code and Section 18010 of the Health
and Safety Code or a commercia coach as defined in Section
18001.8 of the Health and Safety Code.

(f) “Mortgage servicer” means a person or entity who directly
services a loan, or who is responsible for interacting with the
borrower, managing the loan account on a daily basis including
collecting and crediting periodic loan payments, managing any
escrow account, or enforcing the note and security instrument,
either asthe current owner of the promissory note or asthe current
owner’'s authorized agent. “Mortgage servicer” also means a
subservicing agent to a master servicer by contract. “Mortgage
servicer” shal not include atrustee, or atrustee’s authorized agent,
acting under a power of sale pursuant to adeed of trust.

(g) “Motor vehicle” means a vehicle required to be registered
under the Vehicle Codethatisheughtferuseprimariy-for-persona

'a Wa fa¥a' a¥aydla' a
[T 100 CCOCS w,

N o a ot d a¥ay
V—V Al

for—use—primariy—for—business—er—commereial—purpeses or a
mobilehome, as defined in Section 18008 of the Health and Saf ety
Code that is sold on or after July 1, 1981. “Motor vehicle” does
not include any trailer that is sold in conjunction with avessel and
that comes within the definition of “goods” under Section 1802.1.
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(h) “Multifamily borrower” means a borrower of aresidential
mortgage loan that is secured by a lien against a property
comprising five or more dwelling units.

(i) “Servicer of vehicle-secured credit” means either:

(1) The entity that is servicing the vehicle-secured credit
obligation for the holder.

(2) The holder, if it is servicing the obligation.

() “Vehicle-secured credit obligation” means a form of credit
owed by anatural person, not to include artificial entities, such as
partnerships, corporations, trusts, estates, cooperatives, associations
or entities created by statute, such as governmental agencies, that
iseither:

(1) A loanthat is secured by a+nebieheme-er motor vehicle.

(2) A conditional sale contract as defined by subdivision (a) of
Section 2981.

3273.2. (@) The provisions of this title apply to specified
obligations, as follows:

(1) Article 1 (commencing with Section 3273.10) of Chapter 2
shall apply to a mortgage or deed of trust that is secured by
residential—preperty property, including individual units of
condominiums or cooperatives, containing no more than four
dwellingunits: units, and that was outstanding as of the enactment
date of thistitle.

(2) Article 2 (commencing with Section 3273.20) of Chapter 2
shall apply to a mortgage or deed of trust that is secured by
residential property containing five or more dwelling-tnits: units,
and that was outstanding as of the enactment date of thistitle.

(3) Chapter 3 (commencing with Section 3273.30) shall apply
to a vehicle-secured credit obligation that was outstanding as of
the enactment of this-titte: title. Chapter 3 (commencing with
Section 3273.30) shall not apply to a vehicle-secured credit
obligation originated after the enactment date of thistitle.

(b) Notwithstanding subdivision (a), Chapter 3 (commencing
with Section 3273.30) shall apply to all nonpurchase money loans
where the lender obtains a security interest in a motor vehicle.

(c) The provisions of this title apply to the specified persons,
asfollows:

(1) Chapter 2 (commencing with Section 3273.10) shall apply
to a depository institution chartered under federal or state law, a

personeensedpursdant-to covered by the licensing requirements
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of Division 9 (commencing with Section 22000) or Division 20
(commencing with Section 50000) of the Financial Code, or a
person licensed pursuant to Part 1 (commencing with Section
10000) of Division 4 of the Business and Professions Code.

(2) Chapter 3 (commencing with Section 3273.30) shall apply
to a holder of a conditional sales contract as defined by the
Automobile Sales Finance Act (Chapter 2b (commencing with
Section 2981) of Title 14), covered by the licensing requirements
of Division 9 (commencing with Section 22000) of the Financial
Code, or a depository institution chartered under federal or state
law.

CHAPTER 2. MORTGAGES
Article 1. Residential Mortgage L oans

3273.10. (a) A mortgage servicer, mortgagee, trustee,
beneficiary, or authonzed agent shall not do any of thefoIIOW| ng
during the €6\ o
that-emergeney: covered perlod

(1) Commence or continue any judicial foreclosure action.

(2) Record anotice of default pursuant to Section 2924.

(3) Take any action to evict a person following a foreclosure.

(b) A mortgage servicer, mortgagee, trustee, beneficiary, or
authorized agent shall stay all foreclosure proceedings and time
limitsina ] udrcraJ or I‘lOI‘lj udicia forecl osureon aproperty durlng
the

emergeney covered perlod AII time perlods establ |shed under the
state foreclosure law for a borrower to respond, cure a defaullt,
redeem, or take any actlon shaII be stayed durlng theee\H-D-J_rQ

covered perlod

(c) Thissection does not apply to amortgage that is secured by
a dwelling that the mortgage servicer, mortgagee, trustee,
beneficiary, or authorized agent has determined, after exercising
reasonable diligence, is vacant or abandoned.

3273.11. (a) During the—COb-19—emergeney; covered
period, a borrower may request forbearance from any mortgage
obligation by submitting a request to the borrower’s mortgage
servicer, either orally or in writing, affirming that the borrower is
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experiencing afinancia hardship that prevents the borrower from
making timely payments on the mortgage obligation due, directly
or indirectly, to the COVID-19 emergency.

(b) Pursuant to aborrower submitting arequest for forbearance,
amortgage servicer may require the borrower to provide awritten
attestation subject to the following requirements:

(1) The attestation shall include only the following text: “I,
[borrower name], attest that | am experiencing afinancial hardship
that prevents me from making timely payments on my mortgage
obligation due, directly or indirectly, to the COVID-19
emergency.”

(2) The mortgage servicer shall notify the borrower of the
attestation requirement and the wording set forth in paragraph (1)
and provide clear directions for how the attestation shall be
delivered to the mortgage servicer.

(3) Themortgage servicer shall provideforbearancefor aperiod
of no less than 30 days before canceling the forbearance due to a
borrower failing to provide the attestation required by the mortgage
servicer.

(4) The mortgage servicer shal not require the borrower to
provide any additional information or documentation besides the
attestation described in paragraph (1).

(c) A mortgage servicer shall providethe forbearance requested
pursuant to subdivision (a) for-apertod-of-180-dayst-theborrewer

by the borrower, up to an initial period of 180 days, the length of
which shall be extended by the servicer at the request of the
borrower for the period or periods requested by the borrower, for
a total forbearance period of up to 12 months. At the borrower’s
request, either the initial or any extended period of forbearance
may be-shertered: shortened or discontinued.

5 A, v, A, .
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(d) For purposes of providing a forbearance under this section
and pursuant to a borrower requesting a forbearance period of
greater than 90 days, a mortgage servicer shall provide aninitial
forbearance with a term of not less than 90 days, provided that
the forbearance is automatically extended for an additional 90
days unlessthe mortgage servicer confirmsthat the borrower does
not want to renew the forbearance.

(e) During the period of a forbearance under this article, a
mortgage servicer shall not assess, accrue, or apply to a
borrower’s account any fees, penalties, or additional interest
beyond the amounts scheduled or calculated as if the borrower
made all contractual payments on time and in full under theterms
of the mortgage contract in effect at the time the borrower enters
into the forbearance.

() Upon providing a forbearance pursuant to subdivision (c),
amortgage servicer shall providethe borrower written notification
of the forbearance terms, including treatment of any payments to
an impound account during the forbearance period, and a
description of the loss mitigation options that may be available to
the borrower at the end of the forbearance period based on the
borrower’s specific loan.

(g) A mortgage servicer, mortgagee, or beneficiary of the deed
of trust, or an authorized agent thereof, who, with respect to a
borrower of a federally backed mortgage, complies with the
relevant provisions regarding forbearances in Section 4022 of the
federal Coronavirus Aid, Relief, and Economic Security Act (the
CARESACt) (Public Law 116-136), including any amendments or
revisionsto those provisions, shall be deemed to bein compliance
with this section.
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3273.12. Aborrower receiving aforbearance under thisarticle
with respect to a mortgage secured by a dwelling that has a tenant,
whether or not the borrower also lives in the dwelling, shall
provide the tenant with rent relief for a period of not less than the
period covered by the forbearance.

3273.13. (a) No later than 30 days before the end of any
forbearance period that has not been extended or 30 days after a
request by a borrower to terminate the forbearance, a mortgage
servicer shall notify the borrower of their options to modify their
loan or reinstate the mortgage account to current status in a
manner that does not do any of the following:

(1) Require the borrower to make a lump-sum reinstatement
payment prior to the mortgage loan’s maturity date.

(2) Increase the borrower’s preforbearance monthly principal
and interest payment except subject to any adjustment of the
applicable index pursuant to the terms of an adjustable rate
mortgage.

(b) Within 30 days of providing the notification required by
subdivision (a), the mortgage servicer shall provide the borrower
with a written notice that does all of the following:

(1) Describes the terms of any loan modification or other
reinstatement options available to the borrower, including any
new payment schedule, new balance, or new date of maturity.

(2) Informstheborrower that they have the option of prepaying
the outstanding balance or any portion thereof at any time, in a
lump sum or otherwise.

(3) Clearly explains to the borrower the process for electing a
loan modification or other reinstatement option that is available
to the borrower.

(4) Advises the borrower to contact the mortgage servicer if
they cannot resume making their preforbearance mortgage
payments.

(c) A mortgage servicer that claims investor guidelines or any
applicable law prohibits the mortgage servicer fromimplementing
a postforbearance option that complies with subdivision (a) shall
notify the borrower and the Commissioner of Business Oversight
of the claim at the time of an offer of forbearance. Failure to make
that disclosure shall have the effect of a designation by the servicer
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that it hasthe authority to implement the provisions of this section.
At the time of an offer of forbearance, the servicer claiming that
exception shall present documentation of the ground for the
exception to the borrower and the Commissioner of Business
Oversight. The Commissioner of Business Oversight shall develop
a procedure for reviewing and determining the validity of those
exception requests and an affected borrower or their designated
agent shall have the opportunity to participate in the review.
Determinations by the Commissioner of Business Oversight shall
be subject to judicial review.

(d) (1) Notwithstanding subdivision (g) of Section 2923.6 or
any other law or regulation, if the borrower notifies the mortgage
servicer, pursuant to paragraph (4) of subdivision (b), that they
are not able to resume making their preforbearance mortgage
payments, the mortgage servicer shall evaluate the borrower for
all loss mitigation and foreclosure prevention options available
to the borrower under the terms of any investor requirements and
existing federal or statelaws, policies, or agency guidance, without
regard to whether the borrower has previously requested, been
offered, or provided a loan modification or other loss mitigation
option and without any requirement that the borrower bring the
account current before that evaluation or as a condition of
eligibility.

(2) If the borrower qualifies for an option described in
paragraph (1), the mortgage servicer shall implement the option,
with no penalties or late fees, and with no modification fees
charged to the borrower. The mortgage servicer shall not charge
additional interest beyond the amounts scheduled or calculated
as if the borrower made all contractual payments on time and in
full under the terms of the mortgage contract in effect at the time
the borrower entered into the forbearance, except to the extent
that interest is charged after the modification on any arrears that
are capitalized into the new balance of a modified loan.

(e) Any mortgage servicer, mortgagee, or beneficiary of the
deed of trust, or authorized agent thereof, who, with respect to a
borrower of a federally backed loan, complies with the guidance
to mortgagees regarding borrower options following a
COVID-19-related forbearance provided by the Federal National
Mortgage Association, the Federal Home Loan Mortgage
Corporation, the Federal Housing Administration of the United
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Sates Department of Housing and Urban Devel opment, the United
Sates Department of Vieterans Affairs, or the Rural Devel opment
division of the United States Department of Agriculture, including
any amendments, updates, or revisions to that guidance, shall be
deemed to be in compliance with this section.

3273.14. If aborrower doesnot qualify for an option described
in Section 3273.13, the mortgage servicer may pursue foreclosure
acts after the expiration of the covered period to the extent that
those acts comply with relevant state law, including, but not limited
to, Sections 2923.5, 2923.55, 2923.6, 2923.7, 2924.9, 2924.10,
2924.11, 2924.17, and 2924.18.

3273.15. It is the intent of the Legidlature that a mortgage
servicer offer aborrower a postforbearance loss mitigation option
plan that is consistent with the mortgage servicer’s contractual
or other authority.

3273.16. A mortgage servicer shall not mislead or make
misrepresentations to a borrower regarding any of the following:

(&) Optionsfor forbearance provided by state or federal law or
otherwise provided or available through the servicer.

(b) Options for repayment after a forbearance period ends
provided by state or federal law or otherwise provided or available
through the servicer.

3273.17. A mortgage servicer shall communicate about
forbearance and |oan modification optionsdescribed inthisarticle
in the borrower’s preferred language when the mortgage servicer
regularly communicates with the borrower in that language.

3273.18. (a) A violation of this article shall be deemed a
violation of the law pursuant to which a mortgage servicer is
licensed, and that violation shall be subject to the enforcement
authority provided to the licensing agency by the licensing law.

(b) Aborrower who isharmed by a violation of thisarticle may
bring an action to obtain injunctive relief, damages, restitution,
and any other remedy to redress the violation.

(c) A court shall award a prevailing borrower reasonable
attorney’s fees and costs in any action based on any violation of
this article in which injunctive relief against a sale, including a
temporary restraining order, is granted. A court may award a
prevailing borrower reasonable attorney’s fees and costs in an
action for a violation of this article in which relief is granted but
no injunctive relief against a sale is granted.
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(d) Therights, remedies, and procedures provided to borrowers
by this section are in addition to and independent of any other
rights, remedies, or procedures under any other law. This section
shall not be construed to alter, limit, or negate any other rights,
remedies, or procedures provided to borrowers by law.

(e) Aviolation of Section 4022 of the federal CARESAct (Public
Law 116-136) shall be a violation of the state licensing law
pursuant to which a mortgage servicer islicensed.

3273.19. Any waiver by a borrower of the provisions of this
articleis contrary to public policy and shall be void.

Article 2. Multifamily Mortgage Loans

3273.20. (a) A multifamily borrower may submit a request
for forbearance to the borrower’s mortgage servicer, either orally
or in writing, affirming that the multifamily borrower is
experiencing hardship during the COVID-19 emergency.

(b) A multifamily borrower shall have the option to discontinue
the forbearance at any time.

3273.21. Upon receipt of an oral or written request for
forbearance from a multifamily borrower, a mortgage servicer
shall request documentation of the financial hardship, provide the
forbearancefor not lessthan 180 days, and provide the forbearance
for an additional 180 days upon the request of the borrower at |east
30 days prior to the end of theinitial forbearance period.

3273.22. During the term of forbearance under this article, a
multifamily borrower shall providerent relief to any tenantsliving
inthe property that secures the mortgage and may not evict atenant
for nonpayment of rent or apply or accrue any fees or other
penalties on renters for nonpayment of rent.

3273.23. A multifamily borrower shall bring aloan placed in
forbearance under this article current within the earlier of 12
months after the conclusion of the forbearance period or within
10 days of thereceipt by the multifamily borrower of any business
interruption insurance proceeds.

3273.24. A mortgage servicer of afederally backed multifamily
mortgage loan that complies with Section 4023 of the federal
CARES Act (Public Law 116-136) shall be deemed to be in
compliance with this article.
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CHAPTER 3. VEHICLE-SECURED CREDIT OBLIGATIONS

3273.30. A-Except as provided in Section 3273.31, a servicer
of vehicle-secured credit may not take any action to use self-help
to repossess the mobilehome or motor vehicle that secures a+eaﬁ

follewing—that—emergeney; vehicle-secured credit obligation
pursuant to paragraph (2) of subdivision (b) of Section 9609 of
the California Commercial Code, including providing averbal or
written notice of intent to repossess the mobilehome or motor
vehiele: vehicle, until January 1, 2023. This provision shall not
prohibit a servicer of vehicle-secured credit from proceeding to
take possession of collateral pursuant to judicial process under
paragraph (1) of subdivision (b) of Section 9609 of the California
Commercial Code.

3273.31. (a) Aservicer of vehicle-secured credit may proceed
with self-help repossession pursuant to paragraph (2) of
subdivision (b) of Section 9609 of the California Commercial Code
if any of the following apply:

(1) The consumer isin default for failure to maintain required
insurance for the collateral.

(2) The collateral has been impounded for more than 30 days.

(3) The servicer of vehicle-secured credit complies with
subdivisions () to (e), inclusive.

(b) During the—COVHB-19—emergeney; covered period, a
consumer may reguest forbearance from a vehicle-secured credit
obligation by submitting a request to the servicer of the
vehicle-secured credit, either orally or in writing, affirming that
the consumer is experiencing a financial hardship that prevents
the consumer from making timely payments on the vehi cle-secured
credit obligation due, directly or indirectly, to the COVID-19
emergency.

(c) Pursuant to a consumer submitting a request described in
subdivision (b), a servicer of vehicle-secured credit may require
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the consumer to provide a written attestation subject to the
following requirements:

(1) The attestation shall include only the following text: “I,
[consumer name], attest that | am experiencing afinancial hardship
that prevents me from making timely payments on my
vehicle-secured credit obligation due, directly or indirectly, to the
COVID-19 emergency.”

(2) The servicer shall notify the consumer of the attestation
requirement and provide clear directions for how the attestation
shall be delivered to the servicer.

(3) The servicer shal provide forbearance for a period of no
less than 30 days before canceling the forbearance due to a
consumer failing to provide the attestation required by the servicer.

(4) The servicer shall not require the consumer to provide any
additional information or documentation besides the attestation
described in paragraph-3) (1).

(d) A servicer of vehicle-secured credit shall provide the
forbearance requestedypursuantte-subeivisien{a) by the consumer
for aperiod of at least 90 days. If the consumer affirms that they
continue to experience hardship within the 30 days prior to the
expiration of the initial forbearance period, the servicer of
vehicle-secured credit shall extend the forbearance period upon
request of the consumer for an additional 90 days. Those
forbearance periods shall continue to be extended upon request of
the consumer up to a cumulative total of 270 days of forbearance.
If the servicer provided forbearance voluntarily to the consumer
during the period starting on March 4, 2020, and ending on the
date that this title becomes operational, the servicer may deduct
the number of days during which the forbearance was provided
voluntarily from the cumulative total of 270 days required by this
paragraph.

(e) During the period of a forbearance under this chapter, a
servicer of vehicle-secured credit may assess, accrue, or apply to
a consumer’s account a rate of interest of up to 7 percent per
annum, but shall not assess, accrue, or apply to a consumer’s
account any additional fees, penalties, or interest beyond the
amounts scheduled or calculated as if the consumer made all
contractual payments on time and in full under the terms of the
vehicle-secured credit obligation contract in effect at the time the
consumer entersinto the forbearance.
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3273.32. (@) Before the completion of a forbearance period
provided by this article, the holder of a vehicle-secured credit
obligation shall evaluate a consumer’s ability to return to making
regular payments.

(b) If the consumer isableto return to making regular payments
based on the evaluation required by subdivision (a), the holder of
the vehicle-secured credit obligation shall:

(1) Modify the consumer’s vehicle-secured credit obligation to
extend theterm for the same period asthelength of the forbearance,
with al payments that were not made during the forbearance
distributed at the sameinterval s asthe consumer’ s existing payment
schedule and evenly distributed across those intervals, with no
penalties, late fees, or additional interest accrued beyond the
amounts scheduled or calculated as if the consumer made all
contractual payments on time and in full under the terms of the
vehicle-secured credit obligation contract in effect at the time the
consumer entered into the forbearance, and with no modification
fee charged to the consumer.

(2) Notify the borrower in writing of the modification required
by paragraph (1), including provision of a new payment schedule
and date of maturity, and that the consumer shall have the election
of prepaying the suspended payments at any time, in alump sum
or otherwise.

(3 Not requirethe consumer to waive any other claim provided
by law in order to accept the terms of a modification.

3273.33. A repossession of amobilehome or motor vehicle by
aservicer of a vehicle-secured credit obligation that has failed to
comply with all the provisions of this chapter shall constitute an
acceptance of the collateral in full satisfaction of the
vehicle-secured credit obligation as provided by Section 9620 of
the Commercial Code.

3273.34. Any waiver by a borrower of the provisions of this
articleis contrary to public policy and shall be void.

32F3:34

3273.35. The provisions of this title are severable. If any
provision of this title or its application is held invalid, that
invalidity shall not affect other provisions or applications that can
be given effect without the invalid provision or application.

SEC. 3. Section 23039 isadded to the Financial Code, to read:
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23039. (a) Notwithstanding any other provision of this
divison, the following shal apply during the COVID-19
emergency and the 180-day period following such emergency:

(1) A feefor adeferred deposit transaction shall not exceed 5
percent of the face amount of the check.

(2) A licensee shall offer a customer the option to enter into a
payment plan that provides an extension of time for repayment of
an existing deferred deposit transaction. The payment plan shall
include the following terms:

(A) The plan shall not contain any additional fee or charge of
any kind.

(B) Theplan shall providethe customer with the option to repay
the outstanding amount of the existing deferred deposit transaction
over a 60-day period in four equal installments.

(3) Atleast threedays prior to the date to which deposit of check
has been deferred (due date) according to the agreement provided
by the licensee to the customer pursuant to subdivision (e) of
Section 23035, a licensee shall notify a customer of their option
to enter into a payment plan pursuant to paragraph-(2)- (2). If at
any time, the customer attempts to pay the licensee for an
outstanding amount of an existing deferred deposit transaction,
the licensee shall immediately notify the customer of their option
to enter into a payment plan pursuant to paragraph-(4)- (2).

(4) A licenseeshall not enter into adeferred deposit transaction
with a customer within 14 days of the customer fully repaying a
previous transaction.

(5) A licensee shall not charge any-tate fee for the return of a
dishonored check or a notice of insufficient funds by a depository
ingtitution in a deferred deposit transaction.

(b) For the purposes of this section, “COVID-19 emergency”
means the period that begins upon the date of the enactment of
this section and ends on the date that the state declares the
emergency related to the COVID-19 disease has ended.

SEC. 4. The provisions of this act are severable. If any
provision of thisact or itsapplicationisheld invalid, that invalidity
shall not affect other provisions or applications that can be given
effect without the invalid provision or application.

SEC. 5. No reimbursement is required by this act pursuant to
Section 6 of Article X111 B of the California Constitution because
the only costs that may be incurred by alocal agency or school
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district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for acrime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of acrimewithin
the meaning of Section 6 of Article XIlI B of the California
Constitution.
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