Co~NOoOUI~,WNE

STATE OF NEW YORK

6172
2011- 2012 Regul ar Sessi ons
I N ASSEMBLY
March 8, 2011

Introduced by M of A WEPRIN -- read once and referred to the Commttee
on Housi ng

AN ACT to amend the real property |aw, the banking |aw, the insurance
| aw, the public authorities law, the tax |law, and the social services
law, in relation to reverse nortgage |oans; and to repeal section
280-a of the real property lawrelating thereto

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

Section 1. Section 280 of the real property |law, as added by chapter
613 of the laws of 1993 and subdivision 5 as anmended by chapter 33 of
the laws of 1996, is anended to read as foll ows:

S 280. Reverse nortgage |oans for persons [sixty] SIXTY-TWO years of
age or older. 1. For purposes of this section the following ternms shal
have the foll owi ng nmeani ngs:

(a) Reverse nortgage loans. A loan which is secured by a first nort-
gage on real property inproved by a one- to four-famly residence, COOP-
ERATI VE APARTMENT, LI FE ESTATE, TRUST, LEASEHOLD or condominiumthat 1is
the residence of the [nortgagor(s)] BORROVER OR BORROVERS t he proceeds
of which are advanced to the [nortgagor(s)] BORRONVER OR BORROVERS duri ng
the termof the | oan USI NG ANY ONE OR MORE METHOD OF PAYMENTS in equa
MONTHLY install ments USI NG TENURE OR TERM PAYMENTS, in advances through
aline of credit or otherwise, in lunp suns, or through a conbination
thereof USING A MODIFIED TENURE OR MODI FI ED TERM PAYMENTS. A REVERSE
MORTGAGE LOAN MAY BE FHA | NSURED (HECM PURSUANT TO SUBDI VI SI ON FOUR OF
THI'S SECTI ON OR A NON FHA | NSURED LOAN ( PROPRI ETARY)

(b) [Termreverse nortgage | oan. Any reverse nortgage | oan that has a
fixed termto maturity.

(c) Tenure reverse nortgage | oan. Any reverse nortgage | oan that does
not have a fixed termto maturity, but rather] REVERSE MORTGAGE NMATURI -
TY. A REVERSE MORTGAGE nat ures sol ely upon contingent events, such as
events including but not limted to death [or] OF THE SURVI VI NG BORROW

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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ER, the real property securing the loan no |onger being the [nortga-
gors'] BORROWNERS principal residence OR THE SUBJECT PROPERTY BEI NG
SOLD.

[(d)] (C Authorized |Iender. Any bank, trust conpany, national banking
associ ation, savings bank, savings and | oan association, federal savings
bank, federal savings and |oan association, credit union, or federal
credit union or any licensed nortgage banker approved for the naking of
reverse nortgage loans by the superintendent of banks or any entity
exenpted fromlicensing pursuant to section five hundred ninety of the
banki ng | aw and approved for the naking of reverse nortgage | oans by the
superi nt endent of banks.

[(e) Mortgagor] (D) BORROVNER A tenant in severalty who is [sixty]
SI XTY-TWO years of age or older, or if the real ©property is held by
tenants by the entirety or by joint tenancy, the youngest of which is
[sixty] SIXTY-TWO years of age or older AND SI GNS THE LOAN APPLI CATI ON.
HONEVER, A PARTY W TH A REMAI NDER | NTEREST WHO HAS NOT S| GNED THE APPLI -
CATION BUT SIGNS THE MORTGAGE, SIGNS THE MORTGAGE AS AN ACCOVMODATI ON
AND NOT AS A BORRONER AS DEFINED IN THI S SECTI ON.

[(f)] (E) Banking board. The board established pursuant to section
thirteen of the banking | aw

[(g)] (F) Superintendent of banks. The position established pursuant
to section twelve of the banking | aw as the head of the banking depart-
ment and pursuant to section thirteen of the banking | aw as the chairmn
and executive head of the banking board.

(G MORTGAGOR  MORTGAGOR |'S ONE WHO SI GNS THE MORTGAGE AS A BORROVER
OR AS A NON- BORRONER WHEN ONE HOLDS A REMAI NDER | NTEREST, OR SIGNS AS A
TRUSTEE.

(H HOVE EQUI TY CONVERSI ON MORTGAGE (HECM) . THE FHA REVERSE MORTGAGE
LOAN UNDER THE DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT.

(1) TENURE PAYMENT. EQUAL MONTHLY PAYMENTS ARE MADE BY THE LENDER TO
THE BORRONMER OR BORROAERS AS LONG AS PROPERTY REMAINS THE PRI NCI PAL
RESI DENCE UNLESS THE LOAN BECOVES DUE PURSUANT TO PARAGRAPH (C) OF THI'S
SUBDI VI SI ON.

(J) TERM PAYMENT. EQUAL MONTHLY PAYMENTS ARE MADE BY THE LENDER TO THE
BORRONER OR BORROVERS FOR A FI XED TERM OF MONTHS CHOSEN BY THE BORROVER,
UNLESS THE LOAN BECOVES DUE PURSUANT TO PARAGRAPH (C) OF THI S SUBDI VI -
S| ON.

(K) LINE OF CREDI T. PAYMENTS ARE MADE BY THE LENDER TO THE BORRONER AT
TIMES AND | N AMOUNTS DETERM NED BY THE BORROVNER OR BORROVERS, AS LONG AS
THE PROPERTY REMAI NS PRI NCl PAL RESI DENCE, UNLESS THE LQOAN BECOVES DUE
PURSUANT TO PARAGRAPH (C) OF THI S SUBDI VI SI ON.

(L) MODIFIED TENURE. A TENURE PLAN COMBINED WTH A LINE OF CREDI T
FEATURE.

(M MODI FIED TERM A TERM PLAN COMVBI NED WTH A LI NE OF CREDI T FEATURE.

(N) FULL DRAW ALL AVAI LABLE FUNDS ARE TAKEN IN A ONE-TIME SINGE
PAYMENT.

(O PARTIAL DRAW A PORTION OF THE AVAI LABLE FUNDS ARE TAKEN IN A
SI NGLE PAYMENT.

(P) PRI NCI PAL RESI DENCE. THE DWELLI NG WHERE THE BORROWER MAI NTAINS A
PERVANENT PLACE OF ABODE AND TYPICALLY SPENDS A MAJORI TY OF CALENDAR
YEAR. THE PROPERTY SHALL BE CONSI DERED TO BE THE PRI NCl PAL RESI DENCE OF
ANY BORROWER WHO IS TEMPORARI LY OR PERVANENTLY I N A HEALTH CARE | NSTI TU-
TION AS LONG AS THE PROPERTY |I'S THE PRI NCl PAL RESI DENCE OF AT LEAST ONE
OTHER BORROWER WHO IS NOT I N A HEALTH CARE | NSTI TUTI ON.

(Q PROPRI ETARY REVERSE MORTGAGE. A NON FHA | NSURED LQAN.
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(R) COUNSELOR. SHALL BE AN I NDI VI DUAL WHO HAS MET ALL TESTING AND
EDUCATI ON REQUI REMENTS OF THE DEPARTMENT OF HOUSI NG AND URBAN DEVELOP-
MENT AND | S | NCLUDED | N THE HUD APPROVED ROSTER, AS LONG AS SAID ROSTER
SHALL BE MAI NTAI NED

(S) COUNSELING PROTOCOL. EACH COUNSELOR SHALL FOLLOW HUD S DETAI LED
COUNSELI NG PROTOCOL, AS UPDATED AND AMENDED FROM TI ME TO TI ME. THE COUN-
SELI NG PROTOCOL FOR ALL REVERSE MORTGAGE LOANS, SHALL | NCLUDE AMONG
OTHER THI NGS A DI SCUSSI ON OF: CLI ENT NEEDS AND Cl RCUMSTANCES; FEATURES
OF A REVERSE MORTGAGE LOAN;, BORROAER RESPONSIBILITY UNDER A REVERSE
MORTGAGE LOAN, COSTS TO OBTAIN A REVERSE MORTGAGE; FI NANCI AL AND TAX
| MPLI CATI ONS; ALTERNATIVES TO A REVERSE MORTGAGE LQOAN, ELDER ABUSE
| SSUES AND WARNINGS ABOUT POTENTI AL REVERSE MORTGAGE | NSURANCE FRAUD
SCHEMES. AS LONG AS REQUI RED BY HUD, THE CERTI FI CATE CAN BE W THHELD | F
THE BORRONER | S UNABLE TO ANSWER FI VE OQUT OF TEN QUESTI ONS ABOUT REVERSE
MORTGAGE BASICS, AFTER AN EXPLANATI ON OF THE CONCEPT HAS BEEN STATED BY
THE COUNSELOR. THE COUNSELI NG PROTOCOL CAN BE DELI VERED FACE TO FACE OR
OVER THE PHONE, AT THE SOLE OPTI ON OF THE BORROVER

(T) COUNSELI NG CERTIFICATE. THE COUNSELOR SHALL | SSUE A COUNSELI NG
CERTI FI CATE UPON THE COWPLETI ON OF THE SESSI ON BY El THER HAND DELI VERY
OR THROUGH THE POSTAL SERVI CE. AMONG OTHER THI NGS, THE CERTI FI CATE SHALL
CONTAIN THE ORI G NAL SI GNATURE OF THE COUNSELOR;, COUNSELOR S | D NUMBER
AND THE LENGTH OF TI ME OF THE SESSI ON

2. A reverse nortgage | oan pursuant to this section shall be subject
to the follow ng:

(a) [the loan to value ratio shall be determ ned by the banki ng board;
and

(b) subject to] such rules or regulations as the banking board shal
adopt, any authorized | ender or any successor or assign of such author-
i zed |ender which suspends, ceases or makes |ate paynents to a [nortga-
gor] BORROWER under a reverse nortgage |oan shall be subject to forfei-
ture (as liquidated damages to such [nortgagor] BORROVNER and not as a
penalty) of twice the interest which would otherwi se have been earned
during the period in which paynents were suspended, ceased or nade | ate,
provi ded that said authorized | ender or any successor or assign of such
aut hori zed | ender shall have the right to nmake paynents pursuant to said
| oan agreenment within fifteen days of each paynment date, w thout penal-
ty; and

[(c)] (B) the outstanding balance may be prepaid [in full] by the
[ mort gagor] BORROWER wit hout penalty at any tinme [during the term and/or
tenure of the loan]; PROVI DED, HOAEVER, |F SAI D QUTSTANDI NG BALANCE IS
PAID IN FULL, THE LOAN WLL BE DEEMED SATI SFI ED AND NO LONGER BE I N
EFFECT; and

[(d)] (© an authorized I ender is prohibited fromusing or attaching
any property or asset of the [nortgagor] BORROAER except the real prop-
erty I NCLUDI NG A COOPERATI VE APARTMENT securing the reverse nortgage
loan in settlenent of a reverse nortgage obligation; and

[(e)] (D) the authorized |ender nust deliver to [an applicant] A
BORROVER such di scl osures as may be required by the banking board which
shall describe the relevant portions of the reverse nortgage being
of fered, and shall include but not be limted to the following itens:

(i) [except for a tenure reverse nortgage | oan, a schedule of paynents
to and fromthe nortgagor and the total paynments in dollars over the
term of +the reverse nortgage |loan for both the nortgagor and nortgagee
dependi ng on the type of reverse nortgage | oan being of fered;
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(ii)] a statenment prom nently displayed advising [applicants] BORROW
ERS to consult wth appropriate authorities regarding tax and estate
pl anni ng consequences of a reverse nortgage;

[(iti)] (1l) where applicable a description of prepaynment and refi-
nanci ng features;

[(iv)] (1I1) the interest rate and[, except for a tenure reverse nort-
gage loan,] the total interest payable on the |oan;

[(v)] (I'V) a statenent concerning the conpliance of the Ilender wth
the criteria established by the banking board that an authorized | ender
nmust neet before it nay nmake reverse nortgage |oans pursuant to this

section; and

[(vi)] (V) a statenent setting forth those events which would term -
nate the reverse nortgage | oan; and

[(f)] (E) in the event that an authorized I|ender or holder of the
reverse nortgage loan intends to initiate forecl osure proceedings the
[ mort gagor] BORROWER shall have the right to designate a third party who
shall be notified. In the event that the nortgagor has not designated a
third party to receive such notice of foreclosure, then the authorized
| ender or the holder of said reverse nortgage |oan shall notify the
| ocal or county office for the aging of its intent to commence foreclo-
sure proceedings. Such entity shall take appropriate action to protect
the interests of the [nortgagor] BORROVER, and

[(g)] (F) FOR ALL REVERSE MORTGAGE LOANS an aut horized | ender nust
deliver to the [applicant] BORROVNER, upon application, if available, a
statenment prepared by the local or county office for the aging on the
[advisability and] availability of independent counseling [and i nform-
tion services]. Further, no reverse nortgage [conm tnent shall be issued
by an authorized | ender] PROCESSING OF THFS LOAN SHALL BEGA N until the
[applicant presents, in witing, a statement that the ternms of the
reverse nortgage | oan have been expl ained by an attorney, a housing and
ur ban devel opnent certified counselor or any other counseling service as
i ndi cated on the statenent supplied by the county or local office for
the aging or a signed affidavit indicating that the applicant, although
made aware of the inportance of counseling and its local availability
through the provision of such information by the authorized | ender,
chooses not to utilize any of the aforenmentioned avail able services. The
formof such statenment and affidavit shall be devel oped by the New York
state office for the agi ng] BORRONER PROVI DES TO AN AUTHORI ZED LENDER OR
BROKER THE ORI G NAL COUNSELI NG CERTIFI CATE ALLOAED UNDER THE FEDERAL
HOUSI NG ADM NI STRATI ON ( FHA) OR OTHER PROGRAMS APPROVED BY THE STATE
SUPERI NTENDENT OF BANKI NG | N CONSULTATI ON W TH THE STATE OFFI CE FOR THE
AG NG and

[(h)] (G any such reverse nortgage shall expressly and conspicuously
bear a | egend identifying it as such; and

[(i)] (H subject to such rules or regulations as the banking board
may adopt, a reverse nortgage |oan shall be nade at either a fixed or
variable rate of interest.

(1) THE PROCESSI NG OF A REVERSE MORTGAGE SHALL | NCLUDE THE ORDERI NG OF
AN APPRAI SAL, A TI TLE SEARCH AND A CREDI T REPORT OR AN FHA CASE NUMBER
VHEN APPLI CABLE. A REVERSE MORTGAGE LOAN CANNOT BE PROCESSED, NOR SHALL
A BORROVER | NCUR ANY PROCESSI NG EXPENSE UNTI L THE BORROWAER COVPLETES THE
REQUI RED COUNSELI NG THE PROCESSI NG OR A REVERSE MORTGAGE LOAN MAY ONLY
PROCEED ONCE THE COUNSELI NG | S COVPLETE, AS EVI DENCED BY THE SI GNED AND
DATED COUNSELI NG CERTI FI CATE

3. Areverse nortgage | oan pursuant to this section may:
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(a) provide that the [nortgagor's] BORROAER S cl osing costs, including
but not limted to |loan or coormitnent fees, if any, insurance preniumns,
house repairs, legal fees, [the cost of annuities,] the costs of third-
party counseling, the costs of existing nortgages or liens, and other
appropriate costs be included in the principal of the reverse nortgage
| oan and di sbursed out of the |oan proceeds at cl osing;

(b) provide for the naintenance of an escrow account by the authorized
| ender for purposes of paynent of real property taxes, insurance on the
property securing the loan, or any other fees and expenses as nay be
permtted by banking board regul ation;

(c) provide that an authorized | ender may, consistent wth federa
| aws and regul ations, include a due-on-sale clause in its reverse nort-
gage | oan agreenment and at its option exercise and enforce such clause
in accordance with its terns.

(D) THE BORRONER SHALL NOT BE REQUI RED BY AN AUTHORI ZED LENDER OR
BROKER TO PURCHASE AN | NSURANCE OR ANNUI TY PRODUCT AS A REQUI REMENT OR
CONDI TION OF ELIGABILITY EXCEPT FOR Tl TLE | NSURANCE, HAZARD | NSURANCE
FLOOD OR OTHER PERI L | NSURANCE OR OTHER SUCH PRODUCT THAT ARE CUSTOMARY
AND NORMAL TO THE TRANSACTI ON

4. The banking board shall adopt those rules or regulations as it
consi ders appropriate to govern reverse nortgage | oans nade pursuant to
this section. No reverse nortgage | oan shall be made unless it conforns
to the requirenents of this section and such rules and regulations as
the banking board nay adopt [except those reverse nortgage | oans nade
pursuant to section two hundred eighty-a of this article]. A reverse
nortgage |loan nmade by any authorized | ender, national banking associ -
ation, federal savings and | oan association or federal credit union in
conformty wth applicable federal |aws and regulations specifically
regul ati ng reverse nortgage | oans shall be deened to conform to the
requi renents of this section unless such reverse nortgage |loan fails to
conformto such rules and regul ati ons as the banki ng board has expressly
declared to be neither preenpted by, nor otherwise inconsistent wth
such federal laws or regulations. Those rules or regulations shal
i nclude, but are not limted to, the formand contents of any disclosure
statenment, with the exception of the counseling statenent prepared by
the New York state office for the aging pursuant to paragraph [(g)] (F)
of subdivision two of this section, that authorized | enders nust provide
to [nortgagors] BORROVERS

5. Notwi thstandi ng any inconsistent provision of law, the priority of
the lien of a reverse nortgage, including the lien for all principal,
interest, fees, costs, shared appreciation and ot her charges assessed in
connection with the reverse nortgage, shall date fromthe recording of
the reverse nortgage irrespective of the date of any advance of reverse
nort gage | oan proceeds or the date by which an authorized |[|ender shal
be entitled to shared appreciation or accrued but unpaid interest, fees,
costs or other charges.

6. Nothing in this section shall be construed to limt, inpair or
otherwi se affect the priority under applicable |aw of any other nort-
gage, deed of trust, encunbrance or lien which was recorded or filed
prior to the effective date of this section.

7. The sale or transfer of the real property securing the reverse
nortgage loan [to a person other than an original nortgagor or nortga-
gors] shall result in the term nation of the |oan.

8. [In atermreverse nortgage | oan, the real property securing the
reverse nortgage |oan may be reapprai sed by an i ndependent apprai ser at
the end of the loan term |If the value of the real property has appre-
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ciated, the termof the reverse nortgage nmay be extended or refinanced,
however, the total reverse nortgage |loan anmount nay not exceed such
anount or ratio as may be determ ned by the banking board. The refinanc-
ing of the reverse nortgage |oan shall be provided by the origina
aut hori zed | ender or by any other authorized | ender designated by the

nor t gagee.

9. The principal, including any accrued but unpaid interest, of a
reverse nortgage | oan agreenent entered into pursuant to this section
may be insured by the nortgagor. |If such insurance is purchased from or

ot herwi se provided by any agency of the state of New York the nortgagor
shall be granted the right, for a termreverse nortgage |loan, to refi-
nance or extend the reverse nortgage loan at the end of the term
subject to such rules or regul ations as the banking board nay adopt. The
aut hori zed | ender shall have the option to choose between refinancing or
extendi ng the reverse nortgage | oan. Subject to obtaining an adequate
increase in the insurance and subject to such rules and regul ati ons as
t he banki ng board may adopt, the total reverse nortgage |oan anount
shall not exceed such anobunt or |loan to value ratio as may be determ ned
by the banki ng board. The refinancing of the reverse nortgage | oan shal
be provided by the original authorized | ender or by any other authorized
| ender designated by the nortgagee.

10. Any authorized | ender offering reverse nortgage | oans pursuant to
this section shall also offer reverse nortgage | oans pursuant to section
two hundred eighty-a of this article. Subject to this section in the
event that an authorized | ender nmakes reverse nortgage | oans under this
section then that | ender nust nake an equal nunber of reverse nortgage
| oans pursuant to section two hundred eighty-a of this article. Such
| oans shall be made to individuals who neet the requirenents pronul gated
in section two hundred eighty-a of this article provided that such indi-
vi dual seeking the | oan woul d otherwi se qualify and be approved for that
loan. In the event that no or insufficient applications for reverse
nortgage |oans pursuant to section two hundred eighty-a of this article
are made to a | ender who has previously nmde reverse nortgage |oans
pursuant to this section then there shall be no requirenment for that
| ender to make a reverse nortgage | oan pursuant to section two hundred
eighty-a of this article. It shall also not be a requirenent that an
aut hori zed | ender nake any reverse nortgage | oan to any individual who
would not qualify for such |oan and/or woul d not otherw se be approved
for such | oan.

11.] Nothing contained in this section, section six-h of the banking
| aw or any other provision of |law shall be construed to prohibit a bank-
ing organization or licensed nortgage banker from providing reverse
nort gages to honmeowners in this state under the federal housing adm nis-
tration's home equity conversion nortgage insurance [denonstration]
progr am

S 2. Section 280-a of the real property |aw is REPEALED

S 3. Subdivision 1 of section 281 of the real property |law, as anmended
by chapter 613 of the |laws of 1993, paragraph (a) as anended by chapter
183 of the laws of 1999, is amended to read as foll ows:

1. (a) For the purposes of this section, a "credit |ine nortgage"
shall nean any nortgage or deed of trust, other than a nortgage or deed
of trust nmade pursuant to a building | oan contract as defined in subdi-
vision thirteen of section two of the lien |aw, which states that it
secures i ndebtedness under a note, credit agreenent or other financing
agreenent that reflects the fact that the parties reasonably contenpl ate
entering into a series of advances, paynents and readvances, and that
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limts the aggregate anount at any tinme outstanding to a nmaxi num anount
specified in such nortgage or deed of trust. For purposes of this
section, "credit |line nortgage" shall include a reverse nortgage | oan as
defined in [sections] SECTION two hundred eighty [and two hundred ei ght-
y-a] of this article except that such a credit |ine nortgage of the
reverse nortgage | oan type shall not be subject to the twenty year lim -
tation set forth in subdivision two of this section.

(b) Paynents nmade by an authorized | ender pursuant to any credit |I|ine
reverse nortgage nade in accordance with section [two hundred ei ghty-a]
TWO HUNDRED EI GHTY of this article during any one year shall be limted
to such amount [or ratio] as may be determ ned by the banking board. [In
the event that a borrower does not take paynment under such credit |ine
during the course of any year then that borrower shall have the ability
to increase the yearly paynents by that anount avail able but not
borrowed during previous years. ]

S 4. The openi ng paragraph of section 6-h of the banking law, as
anended by chapter 613 of the laws of 1993, is anmended to read as
fol | ows:

Not wi t hst andi ng any i nconsistent provision of law, in addition to any
other power exercised by it, every authorized |ender, as defined by
section two hundred eighty [or two hundred eighty-a] of the real proper-
ty law, shall have the power to offer reverse nortgage loans (1) which
conform to the provisions of section two hundred eighty [or two hundred
ei ghty-a] of the real property law and the rules and regul ations promul -
gated by the banking board; or (2) which conformto the requirenments of
the federal housing admnistration's honme equity conversion nortgage
i nsurance [denonstration] programfor as |long as such programexists as
provided for in section 1715Z-20 of title 12 of the United States Code.
"Reverse nortgage" shall nean the nortgage, deed of trust or other secu-
rity instrunent relating to a particular reverse nortgage |oan trans-
action.

S 5. Paragraph (s) of subdivision 1 of section 14 of the banking | aw,
as anmended by chapter 613 of the laws of 1993, is anmended to read as
fol | ows:

(s) To permt authorized |enders, as defined by section two hundred
eighty [or two hundred eighty-a] of the real property law, to offer
reverse nortgage | oans which shall conformto the provisions of section
two hundred eighty [or two hundred eighty-a] of the real property |aw

S 6. The openi ng paragraph of paragraph 1 of subsection (c) of section
6501 of the insurance | aw, as anended by chapter 555 of the I|aws of
2003, is anmended to read as foll ows:

an anortized i nstrunment of indebtedness evidencing a | oan secured by a
first lien on real estate which at the tinme the loan is made is not |ess
than eighty percent but not nore than one hundred three percent of the
fair market value of the real estate with any percentage in excess of
one hundred percent being used to finance the fees and cl osing costs on
such i ndebt edness, except, however, for reverse nortgage |oans made
pursuant to [sections] SECTION two hundred eighty [and two hundred
ei ghty-a] of the real property |aw, provided that:

S 7. Subdivision 16 of section 2426 of the public authorities law, as
added by chapter 613 of the laws of 1993, is anmended to read as foll ows:

16. Reverse nortgage. A reverse nortgage | oan pursuant to section two
hundred eighty [or two hundred eighty-a] of the real property |law shall
nmean a l|loan which is secured by a first nortgage on real property
i nproved by a one to four-famly residence or condoni ni um OR COOPERATI VE
APARTMENT that is the residence of the [nortgagor] BORRONER, the
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proceeds of which are advanced to the nortgagor during the loan termin
equal installnments, in advances through a Iine of credit or otherw se,
in lunmp sums, or through a conbination thereof. A reverse nortgage my
be structured to provide for the addition of accrued but unpaid interest
to principal, AND MORTGAGE | NSURANCE PREM UM I N THE AMOUNT OF ONE AND
ONE- QUARTER PERCENT OF THE OUTSTANDI NG BALANCE REMAI NI NG OR SUCH OTHER
AMOUNT AS MAY BE REQUI RED BY THE FEDERAL DEPARTMENT OF HOUSI NG AND URBAN
DEVELOPMENT. Such reverse nortgage |oan may provide for an initial |unp-
sum advance wherein the nortgagor nay receive an anobunt necessary to pay
closing costs, including but not limted to |loan or commtnent fees, if
any, insurance prem uns, the cost of house repairs, legal fees, [the
cost of annuities,] the costs of third party counseling, the anount
necessary to pay off existing nortgages or liens, and other appropriate
cost s.

S 8. Paragraph (b) of subdivision 3-b of section 2428 of the public
authorities |aw, as added by chapter 613 of the laws of 1993, is anmended
to read as foll ows:

(b) the reverse nortgage loan is issued pursuant to section two
hundred eighty [or two hundred eighty-a] of the real property |aw

S 9. Subdivision 2 of section 252-a of the tax |aw, as anended by
chapter 613 of the laws of 1993, is amended to read as foll ows:

2. Reverse nortgages conforming to the provisions of section two
hundred eighty [or two hundred eighty-a] of the real property |aw secur-
ing obligations of nortgagors or exenpted therefrom pursuant to subdivi -
sion four of section two hundred eighty [or subdivision four of section
two hundred eighty-a] of the real property law shall be exenpt from any
tax or fee inposed by this article. In each case where an exenption is
cl ai med under this subdivision, the | ender shall provide docunentation
in a format approved by the conm ssioner [of taxation and finance] to
enabl e recording officers to affirmatively determine when a nortgage
being presented for recording is a reverse nortgage conformng to such
provi sions of the real property law and entitled to an exenption under
this subdivision. Wiere such docunentation is not furnished, the maxi mum
principal debt or obligation which shall be the nmeasure of the tax
I nposed by and pursuant to the authority of this article in the case of
a reverse nortgage shall be the proceeds of the |oan which the author-
ized lender is obligated to I end the borrower at the execution of such
nortgage or at any tine thereafter but determ ned without regard to any
contingency relating to the addition of any unpaid interest to principa
or relating to any percentage of the future appreciation of the property
securing the |l oan as consideration or additional consideration for the
maki ng of the | oan. Provided, however, if subsequent to the recording of
such nortgage, the proceeds which the authorized lender is obligated to
| end the borrower are increased at any time, such new or further indebt-
edness or obligation shall be the neasure of the tax at such tinme unl ess
at that tinme an exenption is applicable under the first sentence of this
subdi vi si on or otherw se.

S 10. Section 131-x of the social services |aw, as anended by section
73 of part B of chapter 436 of the laws of 1997, is anmended to read as
fol | ows:

S 131-x. Reverse nortgage |oans. Notwi thstanding any other incon-
sistent provisions of law and to the extent perm ssible under federa
law, regulation or waiver, the proceeds of a reverse nortgage |oan nade
in conformty with the requirenments of section two hundred eighty [or
two hundred eighty-a] of the real property | aw or exenpted therefrom
pursuant to subdivision four of section two hundred eighty [or subdivi-
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sion four of section two hundred eighty-a] of the real property |aw
shall not be considered as inconme or resources of the nortgagor for any
pur pose under any law relating to food stanps, public assistance, veter-
an assi stance, safety net assistance, |owincome hone energy assistance,
federal supplenental security incone benefits and/or additional state
paynents, medical assistance, any prescription drug plan or other
paynents, allowances, benefits or services available pursuant to this
chapter; provided, however, that for applicants or for recipients of
safety net assistance, any such reverse nortgage | oan proceeds shall be
di sregarded as inconme and/or resources only in the event that, and for
so long as, federal |aws and regul ations exenpt |oan proceeds in the
determination of eligibility for both the aid to famlies with dependent
chil dren and suppl enental security inconme prograns.
S 11. This act shall take effect inmediately.



