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STATE OF NEW YORK

2358
2015- 2016 Regul ar Sessi ons
I N SENATE
January 22, 2015

Introduced by Sen. SEWARD -- 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 a nortgage
servicer from obtaining force-placed insurance in certain circum
stances; in relation to requiring a nortgage servicer to provide wit-
ten notices prior to obtaining force-placed insurance; in relation to
regulating the cost of coverage a nortgage servicer may obtain for
force-pl aced i nsurance

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

Section 1. The banking |law is anended by addi ng a new section 595-d to
read as foll ows:

S 595-D. REGULATI ON OF MORTGACGE SERVI CERS; FORCE- PLACED | NSURANCE. 1.
AS USED IN THI S SECTI ON, THE FOLLOW NG DEFI NI TI ONS SHALL MEAN

(A) "FORCE- PLACED | NSURANCE" MEANS A POLI CY OF HAZARD, FLOOD OR HOVE-
OMER S | NSURANCE THAT IS OBTAI NED BY A MORTGAGE SERVI CER W TH RESPECT
TO REAL PROPERTY, SECURI NG A MORTGAGE LOAN SERVICED BY SUCH MORTGAGE
SERVI CER

(B) "MORTGAGE SERVICER' MEANS A PERSON OR ENTI TY REQ STERED PURSUANT
TO SUBDI VI SION TWO OF SECTION FI VE HUNDRED NI NETY OF THIS ARTICLE TO
ENGAGE | N THE BUSI NESS OF SERVI Cl NG MORTGAGE LOANS FOR PROPERTY LOCATED
IN THI S STATE.

(O "MORTGAGE LOAN' MEANS A LOAN TO A NATURAL PERSON MADE PRI MARILY
FOR PERSONAL, FAMLY OR HOUSEHOLD USE, SECURED BY ElI THER A MORTGAGE OR
DEED OF TRUST ON RESI DENTI AL REAL PROPERTY, ANY CERTI FI CATE OF STOCK OR
OTHER EVIDENCE OF OWERSH P I N, AND PROPRI ETARY LEASE FROM A CORPO
RATI ON OR PARTNERSHI P FORMED FOR THE PURPOSE OF COOPERATI VE OMNERSHI P OF
RESI DENTI AL REAL PROPERTY OR, |F DETERM NED BY THE SUPERI NTENDENT BY
REGULATI ON, SHALL | NCLUDE SUCH A LOAN SECURED BY A SECURI TY | NTEREST ON
A MANUFACTURED HOVE.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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2. (A) A MORTGAGE SERVI CER SHALL NOT OBTAIN FORCE- PLACED | NSURANCE
UNLESS THERE |'S A REASONABLE BASI S TO BELI EVE THE BORROWER HAS FAI LED TO
COWLY WTH THE MORTGAGE LOAN REQUI REMENT TO MAI NTAI N HAZARD, FLOOD OR
HOVEOMNNER S | NSURANCE.

(B) | F THE BORRONER S EXI STI NG HAZARD, FLOOD OR HOVEOMNER S | NSURANCE
POLICY IS PAI D THROUGH AN ESCROW ACCOUNT, THEN THE MORTGAGE SERVI CER
SHALL ADVANCE PAYMENTS TO CONTINUE THE BORROAER S EXI STI NG POLI CY,
UNLESS THE BORROVER OR | NSURANCE COWVPANY CANCELS THE EXI STI NG PQOLI CY.

3. A MORTGACE SERVI CER SHALL NOT BE DEEMED TO HAVE A REASONABLE BASIS
FOR OBTAI NI NG FORCE- PLACED | NSURANCE UNLESS THE FOLLOW NG | S MET:

(A) THE MORTGAGE SERVI CER HAS SENT, BY FI RST-CLASS MAIL, A COPY OF A
VWRI TTEN NOTI CE DESCRIBED IN SUBDIVISION FOUR O THI'S SECTION TO THE
BORROVER.

(B) | F THE MORTGAGE SERVI CER HAS NOT RECEI VED FROM THE BORROVER WRI T-
TEN CONFI RVATI ON OF HAZARD, FLOOD OR HOVEOMER' S | NSURANCE COVERAGE FOR
THE PROPERTY SECURI NG THE MORTGAGE LQOAN, THE MORTGAGE SERVI CER HAS SENT,
BY FIRST-CLASS MAIL, A SECOND COPY OF THE WRI TTEN NOTI CE DESCRI BED | N
SUBDI VI SI ON FOUR OF THI' S SECTI ON, AT LEAST THI RTY DAYS AFTER THE MAI LI NG
OF THE FI RST NOTI CE.

(© THE MORTGAGE SERVI CER HAS NOT RECEI VED FROM THE BORROVNVER WRI TTEN
CONFI RVATI ON OF HAZARD, FLOOD OR HOVEOMNER S | NSURANCE COVERAGE FOR THE
PROPERTY SECURI NG THE MORTGAGE LOAN W THI N FI FTEEN DAYS FROM THE DATE
THAT THE SECOND NOTI CE WAS SENT BY THE MORTGAGE SERVI CER.

4. WRITTEN NOTI CE, AS REQUI RED BY PARAGRAPH (A) OF SUBDI VI SI ON THREE
OF THI S SECTI ON, SHALL CONTAIN ALL OF THE FOLLOW NG

(A) A REM NDER OF THE BORROWER S OBLI GATI ON TO MAI NTAI N HAZARD, FLOOD
OR HOVEOMNER' S | NSURANCE ON THE PROPERTY SECURI NG THE MORTGAGE LOAN.

(B) A STATEMENT THAT THE MORTGAGE SERVI CER DOES NOT HAVE EVI DENCE OF
| NSURANCE COVERAGE FOR THE PROPERTY.

(© A CLEAR AND CONSPI CUOUS STATEMENT OF THE PROCEDURES BY WHICH THE
BORROVNER MAY DEMONSTRATE THAT THE BORROVWER HAS EXI STI NG | NSURANCE COVER-
AGE FOR THE PROPERTY.

(D) A STATEMENT THAT THE MORTGAGE SERVI CER MAY OBTAI N | NSURANCE COVER-
AGE FOR THE PROPERTY AT THE BORROWER S EXPENSE | F THE BORROWER DOES NOT
PROVI DE A DEMONSTRATI ON OF THE BORROVER' S EXI STI NG COVERAGE IN A TI MELY
MANNER.

5. A MORTGAGE SERVI CER SHALL NOT OBTAI N HAZARD, FLOOD OR HOVEOMNNER S
| NSURANCE FOR A MORTGAGED PROPERTY, OR REQUI RE A BORROAER TO OBTAIN OR
MAI NTAIN THAT |INSURANCE, |IN EXCESS OF THE GREATER OF THE LAST KNOMN
AMOUNT OF THE COVERAGE OR THE OUTSTANDI NG LOAN BALANCE.

6. WTH N FI FTEEN DAYS OF THE RECEIPT BY A MORTGAGE SERVICER OF
EVI DENCE OF A BORROVER S | NSURANCE COVERAGE, THE MORTGAGE SERVI CER SHALL
TERM NATE ANY FORCE-PLACED | NSURANCE AND REFUND TO THE BORROAER ALL
FORCE- PLACED | NSURANCE PREM UMs PAI D BY THE BORROVWER DURI NG ANY PERI OD
DURI NG WH CH THE BORROVER' S | NSURANCE COVERAGE WERE BOTH I N EFFECT, AND
ANY RELATED FEES CHARGED TO THE BORROWER S ACCOUNT W TH RESPECT TO THE
FORCE- PLACED | NSURANCE DURI NG THAT PERI OD.

7. A MORTGACE SERVI CER SHALL NOT OBTAI N FORCE- PLACED | NSURANCE FROM AN
AFFI LI ATED ENTI TY OR ENTITY I N WH CH THE MORTGAGE SERVI CER HAS AN OMNER-
SHI P | NTEREST.

8. A MORTGAGE SERVICER SHALL NOT SPLIT FEES, OR G VE OR ACCEPT ANY
REFERRAL FEES OR ANYTHI NG OF VALUE, | N CONNECTI ON W TH OBTAI NI NG FORCE-
PLACED | NSURANCE.

S 2. This act shall take effect imediately.



