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Bill Extends Anti-Deficiency Protection to Refinances of Purchase Money 
Mortgage Loans  

 

new bill, SB 1069, sponsored by the 

California State Bar Association, extends 

California’s anti-deficiency protection that is 

currently afforded to purchase money mortgages 

to any loan, refinance, or other credit transaction 

used to refinance a purchase money loan, or 

subsequent refinances of a purchase money loan.  

The protections do not apply to any portion of the 

credit transaction that is an advance of new 

principal not applied to the purchase money 

obligation, or to fees, costs, or related expenses of 

the new transaction.  Where the borrower makes 

any payment of principal on a loan that included 

an advance, the payment will be deemed to apply 

first to the principal balance of the purchase 

money loan, and then to the principal balance of 

the advance. All interest payments will apply to 

any interest due and owing.  CBA worked 

collaboratively with the State Bar in carefully 

drafting the provisions of the bill. As such, the 

bill drew general support, including from the 

banking industry.   

 

These changes conform the law (in part) to the 

public’s prevailing belief that a lender in 

California has no recourse against a borrower 

personally on a first loan secured by the 

borrower’s residence. While the existing anti-

deficiency law (Code of Civil Procedure Section 

580b) does not apply after a borrower refinances 

the purchase money mortgage, most mortgage 

loans in California are, in practice, non-recourse 

loans. Under California’s “one action rule” in 

CCP Section 726 (“[t]here can be but one form of 

action for the recovery of any debt or the 

enforcement of any right secured by mortgage”) 

lenders forfeit the right to foreclose on the 

secured property if they pursue any other action 

to collect on the obligation.  And when a lender 

does foreclose, CCP Section 580d bars it from 

seeking a deficiency following a non-judicial 

foreclosure sale. (A deficiency judgment against a 

borrower is still allowed following a judicial 

foreclosure). Since the vast majority of lenders 

use the non-judicial rather than judicial 

foreclosure process, borrowers are generally not 

subject to deficiency judgments. 

 

SB 1069 applies to credit transactions occurring 

on or after January 1, 2013.  Thus, borrowers who 

refinanced in recent years will not be covered by 

the bill.  A similar bill (SB 1178) was passed by 

the legislature in 2010 but it was vetoed by then 

Governor Schwarzenegger in part because of 

concerns about its effect on existing contracts.  

 

Kevin Gould was CBA’s lead lobbyist on SB 

1069. 
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