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STATE OF NEW YORK

5551
2009- 2010 Regul ar Sessi ons
I N SENATE
May 15, 2009

Introduced by Sen. ESPADA -- read twice and ordered printed, and when
printed to be committed to the Conmittee on Corporations, Authorities
and Conmi ssi ons

AN ACT to anend the public authorities law, in relation to the powers of
the state of New York nortgage agency

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

Section 1. Subdivision 5 of section 2402 of the public authorities
law, as anended by chapter 353 of the |aws of 1984, is anended to read
as foll ows:

(5) "Mortgage". A loan owed to a bank secured by a first lien on a fee
sinple or | easehold estate in real property located in the state and
improved by a residential structure, whether or not insured or guaran-
teed by the United States of Anerica or any agency thereof. THE TERM
"MORTGAGE" SHALL ALSO | NCLUDE A LOAN ONED TO A BANK SECURED BY A SECOND
LI EN ON A FEE SI MPLE OR LEASEHOLD ESTATE | N REAL PROPERTY LOCATED I N THE
STATE AND | MPROVED BY A RESI DENTI AL STRUCTURE, WHETHER OR NOT | NSURED OR
GUARANTEED BY THE UNI TED STATES OF AMERICA OR ANY AGENCY THEREOF
PROVI DED, HOWEVER, THAT SUCH SECOND LIEN: (A) SECURES A LOAN PURCHASED
BY THE AGENCY, AND (B) IS MADE AT THE SAME TIME AS A FIRST LI EN SECURI NG
A LOAN PURCHASED BY THE AGENCY PURSUANT TO I TS PROGRAMS OR |S MADE AT
THE SAME TI ME AS A NEW HOUSI NG LOAN PURCHASED BY THE AGENCY PURSUANT TO
SECTI ON TVENTY- FOUR HUNDRED FI VE-C OF THI S PART, PROVI DED THAT, IN THE
CASE OF ANY SECOND LI EN, THE MORTGAGOR SHALL BE OBLI GATED TO CONTRI BUTE
FROM H'S OR HER OWN VERI FI ABLE FUNDS AN AMOUNT NOT LESS THAN SUCH
PERCENTAGE AS THE AGENCY SHALL DETERM NE, OF THE LONER OF THE PURCHASE
PRI CE OR APPRAI SED VALUE OF THE PROPERTY SUBJECT TO THE FIRST LIEN.
"Real property" as used in this subdivision shall include air rights.

For the purposes of this title and of section one hundred ninety and
subsection [a] (A) of section one thousand four hundred fifty-six of the
tax law, "nortgage" shall include housing |oans as defined bel ow. Except
for the purposes of subdivision seven of section two thousand four
hundred five and subdivision eight of section two thousand four hundred
five-b of this [title] PART, "nortgage" shall also include a |oan owed
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to a bank by an individual borrower incurred for the purpose of financ-
ing the purchase of certificates of stock or other evidence of ownership
of an interest in, and a proprietary |lease from a cooperative housing
corporation formed for the purpose of the cooperative ownership of resi-
dential real estate in the state, secured by an assignnent or transfer
of the benefits of such cooperative ownership, and containing such termns
and conditions as the agency nay approve.

S 2. Subdivision 5 of section 2402 of the public authorities Ilaw, as
separately anmended by chapters 376 and 1023 of the laws of 1971, is
amended to read as foll ows:

(5) "Mortgage". A loan owed to a bank secured by a first lien on a fee
sinple or | easehold estate in real property located in the state and
improved by a residential structure, whether or not insured or guaran-
teed by the United States of Anerica or any agency thereof. THE TERM
"MORTGAGE" SHALL ALSO | NCLUDE A LOAN ONED TO A BANK SECURED BY A SECOND
LI EN ON A FEE SI MPLE OR LEASEHOLD ESTATE | N REAL PROPERTY LOCATED I N THE
STATE AND | MPROVED BY A RESI DENTI AL STRUCTURE, WHETHER OR NOT | NSURED OR
GUARANTEED BY THE UNI TED STATES OF AMERICA OR ANY AGENCY THEREOF
PROVI DED, HOWEVER, THAT SUCH SECOND LIEN: (A) SECURES A LOAN PURCHASED
BY THE AGENCY, AND (B) IS MADE AT THE SAME TIME AS A FIRST LI EN SECURI NG
A LOAN PURCHASED BY THE AGENCY PURSUANT TO I TS PROGRAMS OR |S MADE AT
THE SAME TI ME AS A NEW HOUSI NG LOAN PURCHASED BY THE AGENCY PURSUANT TO
SECTI ON TVENTY- FOUR HUNDRED FI VE-C OF THI S PART, PROVI DED THAT, IN THE
CASE OF ANY SECOND LI EN, THE MORTGAGOR SHALL BE OBLI GATED TO CONTRI BUTE
FROM H'S OR HER OWN VERI FI ABLE FUNDS AN AMOUNT NOT LESS THAN SUCH
PERCENTAGE AS THE AGENCY SHALL DETERM NE, OF THE LONER OF THE PURCHASE
PRI CE OR APPRAI SED VALUE OF THE PROPERTY SUBJECT TO THE FIRST LIEN.

"Real property" as used in this subdivision shall include air rights.
Except for the purposes of subdivision seven of section two thousand
four hundred five OF THI S PART, "nortgage" shall also include a |oan

owed to a bank by an individual borrower incurred for the purpose of
fi nanci ng the purchase of certificates of stock or other evidence of
ownership of an interest in, and a proprietary |lease from a cooperative
housi ng corporation fornmed for the purpose of the cooperative ownership
of residential real estate in the state, secured by an assignnment or
transfer of the benefits of such cooperative ownership, and contai ning
such terns and conditions as the agency may approve.

S 3. Paragraph (e) of subdivision 7 of section 2405 of the public
authorities law, as anmended by chapter 915 of the laws of 1982, is
amended to read as foll ows:

(e) the nortgage constitutes a valid first lien OR SECOND LIEN on the
real property described to the agency I N ACCORDANCE W TH SUBDI VI SI ON
FI VE OF SECTI ON TVENTY- FOUR HUNDRED TWO OF THIS PART subject only to
real property taxes not yet due, installnents of assessnments not yet
due, and easenents and restrictions of record which do not adversely
affect, to a material degree, the use or value of the real property or
i mprovenents thereon;

S 4. Paragraph (e) of subdivision 7 of section 2405 of the public
authorities law, as anmended by chapter 1023 of the laws of 1971, is
amended to read as foll ows:

(e) the nortgage constitutes a valid first lien OR SECOND LIEN on the
real property described to the agency I N ACCORDANCE W TH SUBDI VI SI ON
FI VE OF SECTI ON TVENTY- FOUR HUNDRED TWO OF THIS PART subject only to
real property taxes not yet due, installnents of assessnments not yet
due, and easenents and restrictions of record which do not adversely
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affect, to a material degree, the use or value of the real property or
i mprovenents thereon;

S 5. Paragraph (f) of subdivision 8 of section 2405-b of the public
authorities |aw, as added by chapter 915 of the |laws of 1982, is anmended
to read as foll ows:

(f) the nortgage constitutes a valid first lien OR SECOND LIEN on the
real property described to the agency I N ACCORDANCE W TH SUBDI VI SI ON
FI VE OF SECTI ON TVWENTY- FOUR HUNDRED TWO OF THIS PART subject only to
real property taxes not yet due, installnents of assessnments not yet
due, and easenents and restrictions of record which do not adversely
affect, to a material degree, the use or value [or] OF the real property
or inprovenents thereon;

S 6. Subdivision 4 of section 2428 of the public authorities |aw, as
anended by chapter 555 of the laws of 1989, is anended to read as
fol | ows:

4. To be eligible for insurance under this article, a nortgage |oan
shall (a) (i) be a first lien of the kind which is comonly given to
secure advances on, or the unpaid purchase price of, real property under
the laws of the state together with any credit instrunent secured there-
by, PROVI DED, HOWEVER, THAT A MORTGAGE LOAN MAY BE A SECOND LIEN | F SUCH
MORTGAGE LOAN WAS PURCHASED BY THE AGENCY or (ii) be secured by an
assi gnment or transfer of stock certificates or other evidence of owner-
ship interest of the borrower in, and a proprietary |ease from a corpo-
ration formed for the purpose of the cooperative ownership of residen-
tial real estate in the state; (b) secure a rehabilitation or
preservation | oan on real property held in fee sinple or on a |easehold
under a proprietary |lease or a |lease having a period of years to run at
the tine the nortgage is insured under this article of at |east twenty
per centum greater duration than the remai ning termof the nortgage; (c)
contain terns wth respect to prepaynent, insurance, repairs, alter-
ations, paynent of taxes, special assessnents, service [charge] CHARGES,
default reserves, delinquency charges, foreclosure proceedings, addi-
tional and secondary liens, and such other matters as the agency may in
its discretion prescribe; (d) be acconpani ed by certificates, issued by
such officers of the nortgage financial institutions, independent
apprai sers or other persons as the agency may require, certifying that
(1) where appropriate, the annual incone to be derived fromthe property
equals not less than one hundred and five per centum of the annua
charges and expenses, including provision for reserves, satisfactory to
the agency, for the anortization of subordi nate nortgage | oans over the
remai ning terns of such | oans notwi thstanding the provisions thereof;
(ii) the remaining useful life of the property is greater than the term
of the nortgage; and (iii) the property does not contain any substantia
vi ol ations of |ocal buildi ng maintenance and construction codes, except
that in the case of a |loan nade to the owner of a property contai ning
any such violations, the agency may insure or commt to insure such |oan
if the nortgagee and the owner have submtted a plan, satisfactory to
the agency to elimnate such violations and the issuance of such insur-
ance shall be conditioned on renoval of such violations to the satisfac-
tion of the | ocal code enforcenent agency; and (e) satisfy such addi-
tional terns and conditions as the agency may prescribe. For poo
i nsurance, the requirenents of paragraph (b) of this subdivision shal
not be applicabl e.

S 7. Subdivision 4 of section 2428 of the public authorities |aw, as
anended by chapter 354 of the laws of 1984, is anmended to read as
fol | ows:
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4. To be eligible for insurance under this article, a nortgage |oan
shall (a) (i) be a first lien of the kind which is comonly given to
secure advances on, or the unpaid purchase price of, real property under
the laws of the state together with any credit instrunent secured there-
by, PROVI DED, HOWEVER, THAT A MORTGAGE LOAN MAY BE A SECOND LIEN | F SUCH
MORTGAGE LOAN WAS PURCHASED BY THE AGENCY or (ii) be secured by an
assi gnment or transfer of stock certificates or other evidence of owner-
ship interest of the borrower in, and a proprietary |ease from a corpo-
ration formed for the purpose of the cooperative ownership of residen-
tial real estate in the state; (b) secure a rehabilitation or
preservation | oan on real property held in fee sinple or on a |easehold
under a proprietary |lease or a |lease having a period of years to run at
the tine the nortgage is insured under this article of at |east twenty
per centum greater duration than the remaining termof the nortgage; (c)
contain terns wth respect to prepaynent, insurance, repairs, alter-
ations, paynent of taxes, special assessnents, service [charge] CHARGES,
default reserves, delinquency charges, foreclosure proceedings, addi-
tional and secondary liens, and such other matters as the agency may in
its discretion prescribe; (d) be acconpani ed by certificates, issued by
such officers of the nortgage financial institutions, independent
apprai sers or other persons as the agency may require, certifying that
(1) where appropriate, the annual incone to be derived fromthe property
equals not less than one hundred and five per centum of the annua
charges and expenses, including provision for reserves, satisfactory to
the agency, for the anortization of subordi nate nortgage | oans over the
remai ning terns of such | oans notwi thstanding the provisions thereof;
(ii) the remaining useful life of the property is greater than the term
of the nortgage; and (iii) the property does not contain any substantia
vi ol ations of |ocal buildi ng maintenance and constructi on codes, except
that in the case of a |loan nade to the owner of a property contai ning
any such viol ations, the agency may insure or commt to insure such |oan
if the nortgagee and the owner have submtted a plan, satisfactory to
the agency to elimnate such violations and the issuance of such insur-
ance shall be conditioned on renoval of such violations to the satisfac-
tion of the | ocal code enforcenent agency; and (e) satisfy such addi-
tional terns and conditions as the agency may prescri be.

S 8. This act shall take effect imedi ately, provided that:

(a) the anendnments to subdivision 5 of section 2402 of the public
authorities | aw nade by section one of this act shall be subject to the
expiration and reversion of such subdivision pursuant to section 16 of
chapter 915 of the laws of 1982, as amended, when upon such date the
provi sions of section two of this act shall take effect;

(b) the anendnents to paragraph (e) of subdivision 7 of section 2405
of the public authorities |aw made by section three of this act shall be
subject to the expiration and reversion of such subdivision pursuant to
section 16 of <chapter 915 of the laws of 1982, as amended, when upon
such date the provisions of section four of this act shall take effect;

(c) the anendnents to paragraph (f) of subdivision 8 of section 2405-b
of the public authorities |law made by section five of this act shall not
affect the repeal of such section and shall be deened repealed there-
with; and

(d) the anendnments to subdivision 4 of section 2428 of the public
authorities | aw nade by section six of this act shall be subject to the
expiration and reversion of such subdivision pursuant to section 19 of
chapter 555 of the laws of 1989, as anmended, when upon such date the
provi si ons of section seven of this act shall take effect.



