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STATE OF NEW YORK

886
2011- 2012 Regul ar Sessi ons
I N SENATE
( PREFI LED)
January 5, 2011

Introduced by Sen. KRUEGER -- read twi ce and ordered printed, and when
printed to be committed to the Conmittee on Banks

AN ACT to anend the banking law, in relation to prohibiting conmpensation
based on the terns of a honme | oan by nortgage brokers and nortgage
| enders

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 590-b of the banking |aw is amended by addi ng a new
subdivision 3-a to read as foll ows:

3-A. | N CONNECTI ON W TH THE MAKI NG OR BROKERING OF A HOVE LQOAN, NO
PERSON MAY PROVIDE, AND NO MORTGAGE BROKER OR MORTGAGE LENDER MAY
RECEI VE, DI RECTLY OR | NDI RECTLY, ANY COWPENSATI ON THAT IS BASED ON, OR
VARIES WTH, THE TERMS OF ANY HOVE LOAN. THI' S SUBDI VI SI ON SHALL NOT
PROHI BI T COVPENSATI ON BASED ON THE PRI NCl PAL BALANCE OF THE LOAN.

S 2. Paragraph (s) of subdivision 2 of section 6-1 of the banking | aw,
as amended by chapter 507 of the laws of 2009, is anmended to read as
fol | ows:

(s) No [abusive] yield spread premuns. [In arrangi ng a hi gh-cost hone

| oan, the nortgage broker shall, within three days after recei pt of an
appl i cation, disclose the exact amobunt and net hodol ogy of total conpen-
sation that the broker will receive. Such anobunt nmay be paid as direct

conpensation fromthe | ender, direct conpensation fromthe borrower, or
a conmbination of the two if permtted by applicable law. The provisions
of this paragraph shall not restrict the ability of a borrower to
utilize a yield spread premumin order to offset any up front costs by
accepting a higher interest rate if permtted by applicable law If the
borrower chooses this option, any conpensation from the |ender that
exceeds the amount of total conpensation owed to the broker nust be
credited to the borrower. The superintendent shall prescribe the form
that such disclosure shall take. This provision shall not restrict a

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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broker from accepting a | esser anmount of conpensation.] |IN CONNECTI ON
W TH THE MAKI NG OR BROKERI NG OF A HOVE LQAN, NO PERSON MAY PROVI DE, AND
NO MORTGAGE BROKER OR MORTGAGE LENDER MAY RECEI VE, DI RECTLY OR | NDI RECT-
LY, ANY COVPENSATI ON THAT | S BASED ON, OR VARIES WTH, THE TERMS OF ANY
HOVE LOAN. TH S PARAGRAPH SHALL NOT PROCHI BI T COVPENSATI ON BASED ON THE
PRI NCl PAL BALANCE OF THE LOAN.

S 3. Paragraph (n) of subdivision 2 of section 6-mof the banking |aw,
as anended by chapter 507 of the laws of 2009, is anmended to read as
fol | ows:

(n) No [abusive] yield spread premuns. [In arranging a subprine hone

| oan, the nortgage broker shall, within three days after recei pt of an
appl i cation, disclose the exact anmount and net hodol ogy for determ ning
the total conpensation that the broker will receive. Such anmount may be

pai d as direct conpensation fromthe I ender, direct conpensation from
the borrower, or a conbination of the two if permtted by applicable
| aw. The provisions of this paragraph shall not restrict the ability of
a borrower to wutilize a yield spread premumin order to offset any
upfront costs by accepting a higher interest rate if permtted by appli-
cable law. If the borrower chooses this option, any conpensation from
the lender that exceeds the exact anount of total conpensation owed to
the broker nust be credited to the borrower. The superintendent shal
prescribe the formthat such disclosure shall take. This paragraph shal
not restrict a broker fromaccepting a | esser anount of conpensation.]
I N CONNECTI ON W TH THE MAKI NG OR BROKERI NG OF A HOVE LOAN, NO PERSON MAY
PROVI DE, AND NO MORTGAGE BROKER OR MORTGAGE LENDER MAY RECEI VE, DI RECTLY
OR | NDI RECTLY, ANY COWVPENSATI ON THAT IS BASED ON, OR VARIES WTH, THE
TERMS OF ANY HOVE LOAN. THI S PARAGRAPH SHALL NOT PROHI BI T COVPENSATI ON
BASED ON THE PRI NCl PAL BALANCE OF THE LOAN.
S 4. This act shall take effect immediately.



