
 

 

 

Assembly Bill 3088 - Tenant, Homeowner, and Small Landlord Relief and 
Stabilization Act of 2020 
 
Effective:  September 1, 2020 
 
With the statewide eviction moratorium slated to expire on September 1, 2020, Governor 
Gavin Newsom’s office has been working with legislators and a number of stakeholders, 
including the League, to craft workable protections that would address the concerns of all 
impacted parties. AB 3088, the “Tenant, Homeowner, and Small Landlord Relief and 
Stabilization Act of 2020,” takes effect immediately as urgency legislation and contains two 
key parts: 
 

1) The COVID-19 Tenant Relief Act of 2020 – enacts protections for small 
landlords and tenants; and 
 
2) The COVID-19 Small Landlord and Homeowner Relief Act of 2020 – enacts 
protections for small landlords and impacts mortgages secured by 1-4 unit 
residential real property (both owner-occupied and non-owner-occupied).  

 
It also temporarily extends the reach of the anti-foreclosure provisions of the Homeowner’s 
Bill of Rights until January 1, 2023 to include any first lien mortgage or deed of trust 
secured by a 1-4 unit residential real property occupied by a tenant meeting specified 
conditions (currently owner-occupied). 
 
This write up focuses on the mortgage forbearance requirements – primarily if a mortgage 
forbearance is denied - pertained in this bill.  However, credit unions should be aware that 
the tenant protections in this bill may also impact them, particularly if a credit union holds 
mortgages for rental properties or has a tenant occupied OREO (other real estate owned) 
property.         
 
TITLE 19. COVID-19 Small Landlord and Homeowner Relief Act 
 
Applicable to:  

• State and federal credit unions (CA Civil Code §3273.2 (b)).  
• A mortgage or deed of trust that is secured by residential property containing no 

more than four dwelling units, including individual units of condominiums or 
cooperatives, and that was outstanding as of the enactment date of this bill 
(September 1, 2020). (CA Civil Code §3273.2(a)).  

 
Definitions: 

• Borrower - (a) A natural person who is a mortgagor or trustor or a confirmed 
successor in interest; or (b) an entity other than a natural person only if the secured 
property contains no more than four dwelling units and is currently occupied by one 
or more residential tenants. 

  



 

 

 

• Effective time period - the time between the operational date of this bill (September 
1, 2020) and April 1, 2021. 

• Mortgage servicer” or “lienholder”  - 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 as the current owner of the promissory note or as the current owner’s 
authorized agent. 

 
Mortgage Forbearance Denial (Civil Code §3273.10) 
If a mortgage servicer denies a forbearance request made during the effective time period, 
the mortgage servicer shall provide written notice to the borrower that sets forth the 
specific reason or reasons that forbearance was not provided, if both of the following 
conditions are met: 

(1) The borrower was current on payment as of February 1, 2020. 
(2) The borrower is experiencing a financial hardship that prevents the borrower 
from making timely payments on the mortgage obligation due, directly or indirectly, 
to the COVID-19 emergency. 

 
Note: While AB 3088 does not specifically mandate a denial notice when the above two 
conditions are not met, credit unions may want to adopt a consistent policy with regard to 
providing a written response to forbearance requests regardless. This will help to ensure 
that the criteria for approval or denial is applied in a consistent manner and the basis for 
any denial is well-documented for the file. 
 
If this written notice cites any defect in the borrower’s request, including an incomplete 
application or missing information, that is curable, the mortgage servicer shall do all the 
following: 

(1) Specifically identify any curable defect in the written notice. 
(2) Provide 21 days from the mailing date of the written notice for the borrower to 
cure any identified defect. 
(3) Accept receipt of the borrower’s revised request for forbearance before the 21-
day period lapses. 
(4) Respond to the borrower’s revised request within five business days of receipt 
of the revised request. 

 
If a mortgage servicer denies a forbearance request, the declaration required by CA Civil 
Code Section §2923.5(b) for a notice of default shall include the written notice together 
with a statement as to whether forbearance was or was not subsequently provided. 

• (CA Civil Code §2923.5(b) -  A notice of default recorded pursuant to Section 
2924 shall include a declaration that the mortgage servicer has contacted the 
borrower, has tried with due diligence to contact the borrower as required by 
this section, or that no contact was required because the individual did not 
meet the definition of “borrower” pursuant to subdivision (c) of Section 2920.5.) 

 



 

 

 

Note: AB 3088 does not address the situation where a written notice is not specifically 
required in connection with a denied forbearance request. However, this declaration 
requirement provides further support for adopting a consistent policy of providing written 
notice whenever a forbearance request is denied and ensuring that loan files are well 
documented concerning any requests. 
 
While this provision does not mandate that a forbearance be provided, it does state that a 
mortgage servicer that provides a forbearance in compliance with the CARES Act is 
deemed in compliance with the requirements of this section. 
 
Forbearance and Post Forbearance Loss Mitigation Options 
The bill does not contain any prescriptive requirements for forbearances or post 
forbearance loss mitigation options.   

• A mortgage servicer shall comply with applicable federal guidance regarding 
borrower options following a COVID-19 related forbearance. 

o For federally-backed loans - Any mortgage servicer, mortgagee, or 
beneficiary of the deed of trust, or authorized agent thereof, who complies 
with the guidance (as described below) to mortgagees shall be deemed in 
compliance. 

o For non-federally-backed loans - Any mortgage servicer, mortgagee, or 
beneficiary of the deed of trust, or authorized agent thereof, who reviews a 
customer for a solution that is consistent with the guidance (as described 
below) to servicers, mortgagees, or beneficiaries, shall be deemed in 
compliance.  

o The “federal guidance” is guidance provided by the Federal National 
Mortgage Association (Fannie Mae), the Federal Home Loan Mortgage 
Corporation (Freddie Mac), the Federal Housing Administration of the 
United States Department of Housing and Urban Development, the United 
States Department of Veterans Affairs, or the Rural Development division of 
the United States Department of Agriculture, including any amendments, 
updates, or revisions to that guidance. 

• New CA Civil Code §3273.12 states, “It is the intent of the Legislature that a 
mortgage servicer offer a borrower a post forbearance loss mitigation option that is 
consistent with the mortgage servicer’s contractual or other authority.” 

• A mortgage servicer shall communicate about forbearance and post forbearance 
options in the borrower’s preferred language when the mortgage servicer regularly 
communicates with any borrower in that language. (CA Civil Code §3273.14) 

 



 

 

 

 
Violations 
A borrower who is harmed by a material violation of this bill may bring an action to obtain 
injunctive relief, damages, restitution, and any other remedy to redress the violation. 
 
Recommendations/ Things to Consider 

• Forbearance agreements: 
o Do they address property tax and insurance payments (e.g. who pays, what 

happens if they are delinquent, etc.)?  
o Do they address Private Mortgage Insurance (PMI) if applicable?  
o Do you have procedures to document all conversations with the member?   

• Consult with the credit union’s legal counsel regarding: 
o Forbearance agreements 
o Post-forbearance agreements 
o Forbearance denial notices and letters 

• Consult with the credit union’s CPAs/Accountants regarding: 
o Accounting reporting and rules 

• Loans in forbearance are not reported as delinquent to the credit bureaus.  
 
 

Federal CARES Act Section 4022 - Consumer Right to Request Forbearance 
This provision covers federally backed mortgage loans which includes any loan that is purchased or 
securitized by government-sponsored enterprises (GSEs) made, guaranteed, or insured by the Department 
of Agriculture, guaranteed or insured by the Department of Veterans Affairs, and insured by the FHFA. 

• Forbearance. During the covered period, a borrower with a federally-backed mortgage loan 
experiencing a financial hardship due to the COVID-19 emergency may request a special 
forbearance period of up to 180 days (with the option, at the borrower’s request, of an additional 
180 days) regardless of delinquency status by: (1) submitting a request to the borrower’s 
servicer; (2) affirming that the borrower is experiencing a financial hardship during the pandemic 
emergency. The covered period is defined as the period beginning on the date of enactment of 
the Act and ending on the sooner of the termination date of the national emergency or December 
31, 2020. 

o During the forbearance period, no fees, penalties, or 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 shall accrue on the borrower’s account. 


