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2017- 2018 Regul ar Sessi ons

| N ASSEMBLY

February 6, 2017

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

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

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Section 280 of the real property |law, as added by chapter
613 of the |aws of 1993, paragraph (f) of subdivision 1 as anended by
chapter 155 of the laws of 2012, subdivision 5 as anended by chapter 33
of the laws of 1996, and paragraph (d) of subdivision 1, paragraphs (a),
(b), and (i), and the opening paragraph and subparagraph (v) of para-
graph (e) of subdivision 2, paragraph (b) of subdivision 3, and subdivi-
sions 4, 8, and 9 as further amended by section 104 of part A of chapter
62 of the laws of 2011, is anmended to read as foll ows:

8§ 280. Reverse nortgage | oans for persons [sisy] sixty-two years of
age or older. 1. For purposes of this section the follow ng terns shal
have the foll ow ng neani ngs:

(a) Reverse nortgage |oans. A loan which is secured by a first nort-
gage on real property inproved by a one- to four-famly residence, coop-
erative apartnent, life estate, trust, |easehold or condom niumthat is
the residence of the [nAprtgager{s)] borrower or borrowers the proceeds
of which are advanced to the [#ssrtgagor{s)y] borrower or borrowers during
the term of the loan using any one or nore nethod of paynents in equa
monthly installnments using tenure or term paynents, in advances through
a line of «credit or otherwise, in lunp suns, or through a conbi nation
thereof using a nodified tenure or nodified term paynments. A reverse
nortgage | oan may be FHA insured (HECM pursuant to subdivision four of
this section or a non FHA insured |loan (proprietary).

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted
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neL—ha¥e—a—L+*ed—%e#n+%e—#a%u#+%y——bu%—#a%he#] Reverse nDrtqaqe naturl—

ty. A reverse nortgage matures solely upon contingent events, such as
events including but not limted to death [e+~] of the surviving borrow
er, the real property securing the |oan no |onger being the [#B+tga—
go+s—] borrowers' principal residence or the subject property being
sol d.

[£5] (c) Authorized I ender. 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 federa
credit union or any licensed nortgage banker approved for the making of
reverse nortgage |oans by the superintendent of financial services or
any entity exenpted fromlicensing pursuant to section five hundred
ninety of the banking |aw and approved for the naking of reverse nort-
gage | oans by the superintendent of financial services.

[ (e)—Mortgager—] (d) Borrower. A tenant in severalty who is [siody]
sixty-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
[si>ty] sixty-two years of age or older and signs the |oan application
However., a party with a remainder interest who has not signed the appli-
cation but signs the nortgage, signs the nortgage as an acconmodation
and not as a borrower as defined in this section.

[(5] (e) Superintendent of financial services. The superintendent
established pursuant to section two hundred two of the financial
services | aw.

(f) Mrtgagor. W©Mrtgagor is one who signs the nortgage as a borrower
or as a non-borrower when one holds a remainder interest, or signs as a
trust ee.

(g) Honme equity conversion nortgage (HECM . The FHA reverse nortgage
| oan under the departnent of housing and urban devel opnent.

(h) Tenure paynent. Equal nonthly paynents are made by the lender to
the borrower or borrowers as long as property remains the principa
residence unless the | oan becones due pursuant to paragraph (c) of this
subdi vi si on.

(i) Term paynent. Equal nonthly paynments are nmade by the lender to the
borrower or borrowers for a fixed termof nonths chosen by the borrower,
unless the |oan becones due pursuant to paragraph (c) of this subdivi-
si on.

(j) Line of credit. Paynents are nade by the lender to the borrower at
tines and in anpbunts deternined by the borrower or borrowers, as long as
the property remains principal residence, unless the |oan becones due
pursuant to paragraph (c) of this subdivision.

(k) Modified tenure. A tenure plan conbined with a line of credit
feature.

(1) Mdified term A termplan conbined with a line of credit feature

(m Full draw. Al available funds are taken in a one-tinme single
paynment .

(n) Partial draw. A portion of the available funds are taken in a
singl e paynent.

(0) Principal residence. The dwelling where the borrower nmmintains a
permanent place of abode and typically spends a majority of cal endar
year. The property shall be considered to be the principal residence of
any borrower who is tenporarily or permanently in a health care institu-
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tion as long as the property is the principal residence of at |east one
other borrower who is not in a health care institution.

(p) Proprietary reverse nortgage. A non FHA insured |oan.

(q) Counselor. Shall be an individual who has net all testing and
education requirenents of the departnent of housing and urban devel op-
nent and is included in the HUD approved roster, as long as said roster
shall be nmintai ned

(r) Counseling protocol. Each counselor shall follow HUD s detailed
counseling protocol, as updated and anended fromtine to tine. The coun-
seling protocol for all reverse nortgage |loans, shall include anong

other things a discussion of: client needs and circunstances; features
of a reverse nortgage loan; borrower responsibility under a reverse
nortgage loan; costs to obtain a reverse nortgage; financial and tax
inplications; alternatives to a reverse nortgage |oan; elder abuse
i ssues and warni ngs about potential reverse nortgage insurance fraud
schenes. As long as required by HUD, the certificate can be withheld if
the borrower is unable to answer five out of ten questions about reverse
nort gage basics, after an explanation of the concept has been stated by
the counselor. The counseling protocol can be delivered face to face or
over the phone, at the sole option of the borrower.

(s) Counseling certificate. The counselor shall issue a counseling
certificate upon the conpletion of the session by either hand delivery
or through the postal service. Anpong other things, the certificate shal
contain the original signature of the counselor; counselor's ID nunber,
and the length of tine of the session.

2. A reverse nortgage |loan pursuant to this section shall be subject
to the foll ow ng:

(a) [th o
of fHnancial—services—and

{b)y—subject—t0] such rules or regulations as the superintendent of
financial services shall adopt, any authorized | ender or any successor
or assign of such authorized | ender which suspends, ceases or makes | ate
paynents to a [#s+tgager] borrower under a reverse nortgage |oan shal
be subject to forfeiture (as |iquidated damages to such [#eigagoer]
borrower and not as a penalty) of twice the interest which would other-
wi se have been earned during the period in which paynents were
suspended, ceased or nmade |ate, provided that said authorized | ender or
any successor or assign of such authorized | ender shall have the right
to nake paynents pursuant to said | oan agreenment within fifteen days of
each paynent date, w thout penalty; and

[(s5] (b) the outstanding balance may be prepaid [+—Fu] by the
[ we+tgagoer] borrower without penalty at any tine [ |
tenre—of—thetoan] . provided, however, if said outstanding balance is
paid in full, the loan wll be deened satisfied and no |onger be in
effect; and

[£63] (c) an authorized lender is prohibited fromusing or attaching
any property or asset of the [sB+tgager] borrower except the real prop-
erty, including a cooperative apartnent, securing the reverse nortgage

loan in settlement of a reverse nortgage obligation; and

[(e>] (d) the authorized Ilender nust deliver to [ar—appHeant] a
borrower such disclosures as may be required by the superintendent of
financial services which shall describe the relevant portions of the
reverse nortgage being offered, and shall include but not be limted to
the follow ng itens:
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H] a statenent pron1nent|y dlsplayed adV|S|ng [app++{;yn4ﬂ borr ow
ers to consult with appropriate authorities regarding tax and estate

pl anni ng consequences of a reverse nortgage;

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

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

[é4] (iv) a statenent concerning the conpliance of the |Iender with
the criteria established by the superintendent of financial services
that an authorized | ender nmust neet before it nay make reverse nortgage
| oans pursuant to this section; and

[(+] (v) a statenment setting forth those events which would term-
nate the reverse nortgage | oan; and

[(5] (e) in the event that an authorized | ender or holder of the
reverse nortgage loan intends to initiate foreclosure proceedings the

] borrower shall have the right to designate a third party who

shall be notified. 1In 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 l|oan shall notify the

|l ocal or county office for the aging of its intent to comence foreclo-
sure proceedings. Such entity shall take appropriate action to protect
the interests of the [sasgager] borrower; and

[(] (f) for all reverse nortgage |oans an authorized |ender nust

deliver to the [appeant] borrower, upon application, if available, a
statement prepared by the local or county office for the aging on the
[ad¥+sab+L+%y—and] availability of independent counseling [ard—rfcrra—

tHH-on—serwv-eces]. Further, no reverse nortgage [semrtrept—shall—be—issued

by——an——au&he#+%ed—¥ende#] processing of this |oan shall begin until the

sLaLe—e##+ee—ie#—%he—ag+ng] borromer orOV|des to an authorlzed Iender or

broker the original counseling certificate allowed under the Federa
Housi ng Admi nistration (FHA) or other prograns approved by the super-
intendent of financial services in consultation with the state office
for the aging; and

[h] (0) any such reverse nortgage shall expressly and conspicuously
bear a legend identifying it as such; and

[65] (h) subject to such rules or regulations as the superintendent

of financial services nay adopt, a reverse nortgage |oan shall be nade
at either a fixed or variable rate of interest.
(i) The processing of a reverse nortgage shall include the ordering of

an _appraisal, atitle search and a credit report or an FHA case nunber,
when applicable. A reverse nortgage | oan cannot be processed. nor shal
a borrower incur any processing expense until the borrower conpletes the
required counseling. The processing of a reverse nortgage |loan nmay only
proceed once the counseling is conplete, as evidenced by the signed and
dat ed counseling certificate.
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3. Areverse nortgage | oan pursuant to this section may:

(a) provide that the [#ertgagor—s] borrower's closing costs, including
but not Iimted to |loan or conmitnent fees, if any, insurance prem uns,
house repairs, |legal fees, [the—ecost—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 maintenance 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 nmay be
permtted by superintendent of financial services regulation;

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

(d) The borrower shall not be required by an authorized |ender or
broker to purchase an insurance or annuity product as a requirenent or
condition of eligibility except for title insurance, hazard insurance,
flood or other peril insurance or other such product that are custonmary
and nornmal to the transaction.

4. The superintendent of financial services shall adopt those rules or
regul ations as it considers appropriate to govern reverse nortgage | oans
made pursuant to this section. No reverse nortgage |loan shall be nmde
unless it <conforms to the requirenents of this section and such rules
and regul ati ons as the superintendent of financial services may

]. A reverse nortgage | oan made by any
aut horized Ilender, national banking association, federal savings and
| oan association or federal credit union in conformty wth applicable
federal laws and regulations specifically regulating reverse nortgage
| oans shall be deened to conformto the requirenents of this section
unl ess such reverse nortgage loan fails to conformto such rules and
regul ati ons as the superintendent of financial services has expressly
declared to be neither preenpted by, nor otherw se inconsistent with
such federal laws or regulations. Those rules or regulations shal
include, but are not linmted to, the formand contents of any disclosure
statement, 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 [ Pertgage+rs]| borrowers.

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 wth the reverse nortgage, shall date fromthe recording of
the reverse nortgage irrespective of the date of any advance of reverse
nortgage | 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
otherwise affect the priority under applicable |aw of any other nort-
gage, deed of trust, encunmbrance 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

nort gage | oan [ to—a—person—other thanahoriginal rortgagor—or portga—

gors] shall result in the term nation of the |oan.
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er—sueh—lean—

1] 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
nortgages to homeowners in this state under the federal housing adm nis-
tration's honme equity conversion nortgage insurance denpbnstration
program

8 2. Section 280-a of the real property law is REPEALED.

8§ 3. Subdivision 1 of section 281 of the real property |law, as amended
by chapter 613 of the Iaws of 1993, paragraph (a) as anmended by chapter
183 of the laws of 1999, paragraph (b) as further anended by section 104
of part A of chapter 62 of the laws of 2011, is anended to read as
fol | ows:
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1. (a) For the purposes of this section, a "credit |ine nortgage"
shal | nean any nortgage or deed of trust, other than a nortgage or deed
of trust made pursuant to a building |oan contract as defined in subdi-
vision thirteen of section two of the lien law, which states that it
secures indebtedness wunder a note, credit agreenment or other financing
agreenment that reflects the fact that the parties reasonably contenplate
entering into a series of advances, paynents and readvances, and that
limts the aggregate anopunt at any tinme outstanding to a nmaxi mnum 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 [seetions] section two hundred ei ghty [ardtwo—hunrdred—eight—
y-—=a] of this article except that such a credit Iine nortgage of the
reverse nortgage |loan type shall not be subject to the twenty year lim-
tation set forth in subdivision two of this section

(b) Paynents made by an authorized | ender pursuant to any credit I|ine
reverse nortgage made in accordance with section two hundred [elghiy—a]
eighty of this article during any one year shall be Ilimted to such
anount or ratio as nay be determ ned by the superintendent of financial

services. [rothe—event—that—aberronwer—does—pob—talke—payrent—-under

8 4. The opening paragraph of section 6-h of the banking | aw, as
anmended by chapter 613 of the laws of 1993, and as further anended by
section 104 of part A of chapter 62 of the |laws of 2011, is anended to
read as foll ows:

Not wi t hst andi ng any inconsistent provision of law, in addition to any
other power exercised by it, every authorized |ender, as defined by
section two hundred eighty [e#—%ae—hend#ed—e+gh%yhéq 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 [er—two—hundred
eighty—a] of the real property law and the rules and regul ati ons pronul -
gated by the superintendent of financial services; or (2) which conform
to the requirenments of the federal housing admnistration' s hone equity
conversi on nortgage insurance [édessrstration] program for as long as
such program exists as provided for in section 1715Z-20 of title 12 of
the United States Code. "Reverse nortgage" shall nmean the nortgage
deed of trust or other security instrument relating to a particular
reverse nortgage | oan transaction

8 5. Paragraph (s) of subdivision 1 of section 14 of the banking |aw,
as amended by section 90 of part A of chapter 62 of the laws of 2011, is
amended to read as foll ows:

(s) To permt authorized |enders, as defined by section two hundred

ei ghty [er—twe—hundred—eighty—a] of the real property law, to offer

reverse nortgage |oans which shall conformto the provisions of section
two hundred elghty [ o—two—hundred—eighty—a] of the real property |aw

8 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 laws of
2003, is anmended to read as foll ows:

an anortized instrunment of indebtedness evidencing a | oan secured by a
first lien on real estate which at the time 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 nade
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pursuant to [seetiens] section two hundred eighty [ardtwe—hundred
eighty-a] of the real property law, provided that:

§ 7. Subdivision 16 of section 2426 of the public authorities |aw, as
added by chapter 613 of the laws of 1993, is amended to read as foll ows:

16. Reverse nortgage. A reverse nortgage |oan pursuant to section two
hundred eighty [9;-;%9-hund¢ed-e+gh;y—a] of the real property |aw shal
mean a | oan which is secured by a first nortgage on real property
i nproved by a one to four-fam |y residence or condoni nium or cooperative
apartnment that is the residence of the [#sB+tgager] borrower, the
proceeds of which are advanced to the nortgagor during the loan term in
equal installnments, in advances through a line of credit or otherw se,
in lunmp sums, or through a conbination thereof. A reverse nortgage nmay
be structured to provide for the addition of accrued but unpaid interest
to principal, and nortgage insurance premumin the anpunt of one and
one-quarter percent of the outstanding bal ance remaining or such other
anmount as may be required by the Federal Departnent of Housing and Urban
Devel opnent. Such reverse nortgage | oan may provide for an initial |unp-
sum advance wherein the nortgagor nmay receive an anpbunt necessary to pay
closing cost s, including but not linmted to | oan or comm tment fees, if
any, insurance prem uns, the cost of house repairs, legal fees, [the
cost—of—annuities-] the costs of third party counseling, the anpunt
necessary to pay off existing nortgages or liens, and other appropriate
costs.

§ 8. Paragraph (b) of subdivision 3-b of section 2428 of the public
authorities |law, as added by chapter 613 of the laws of 1993, and as
further anended by section 104 of part A of chapter 62 of the |laws of
2011, is amended to read as foll ows:

(b) the reverse nortgage loan is issued pursuant to section two
hundred ei ghty [ e+—two—hundred—eightyy-a] of the real property |aw,

8§ 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 ei ghty [e+—two—hundred—eighty-a] of the real property |aw secur-
|ng obligations of nortgagors or exenpted therefrom pursuant to subdivi-
sion four of section two hundred eighty [e+r—subdiv-sionfour—of—section
two—hundred—eighta-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 [ef—+taxation—andiinance] to
enabl e recording officers to affirmatively deternmne 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
thi s subdivision. Were such docunentation is not furnished, the nmaxinmm
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 lend the borrower at the execution of such
nortgage or at any time thereafter but determ ned without regard to any
contingency relating to the addition of any unpaid interest to principal
or relating to any percentage of the future appreciation of the property
securing the [ oan as consideration or additional consideration for the
maki ng of the | oan. Provided, however, if subsequent to the recordi ng of
such nortgage, the proceeds which the authorized | ender is obligated to
| end the borrower are increased at any tinme, such new or further indebt-
edness or obligation shall be the nmeasure of the tax at such tinme unless
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at that tinme an exenption is applicable under the first sentence of this
subdi vi si on or ot herw se.

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

§ 131-x. Reverse nortgage |oans. Notw thstanding any other incon-
sistent provisions of law and to the extent permissible under federa
| aw, regul ation or waiver, the proceeds of a reverse nortgage | oan nmade
in conformty wth the requirements of section two hundred eighty [e+

two—hundred—eighty-a] of the real property law or exenpted therefrom
pursuant to subd?vision four of sgction two hundred ei ghty [e+—subdivi—

si-on—four—of—secti-on—twohundred—eighty-a] of the real property I|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 assistance, safety net assistance, |owincome hone energy assistance,
federal supplenental security income benefits and/or additional state
paynents, nedical 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 sregar ded as inconme and/or resources only in the event that, and for
so long as, federal |laws and regul ati ons exenpt |oan proceeds in the
determ nation of eligibility for both the aid to famlies with dependent
children and suppl enental security income prograns.
8§ 11. This act shall take effect immediately.



