8§ 590-a. Junior nortgage loans. 1. A licensee nay nmake a loan to a
nat ural person upon the security of a nortgage on residential real
property which is not a first lien at the rate or rates agreed to by the
| i censee and the borrower, subject to such regulations as the
superintendent of financial services may prescribe. Such regul ati ons by
t he superintendent of financial services nmay include such restrictions
as the superintendent of financial services finds necessary or proper.
For purposes of this section, the termnortgage shall include a |ien on
an existing ownership interest in certificates of stock or other
evi dence of an ownership interest in, and a proprietary |ease from a
corporation or partnership forned for the purpose of the cooperative
ownership of residential real estate.

2. A contract, note or instrunent evidencing or securing a junior
nortgage | oan shall not contain any accel eration clause which would
provi de that the junior nortgage | oan may be decl ared due and payabl e
upon the condition that the |icensee deens itself insecure with respect
to the unpaid bal ance of such junior nortgage |oan; shall not contain
cl auses whi ch aut horize confession of judgnment; shall allow the borrower
to prepay the loan in whole or in part without penalty, and shal
contain the following notice in bold face type, at |east ten point size:

"DEFAULT I N THE PAYMENT OF THI S LOAN AGREEMENT MAY RESULT I N THE

LOSS OF THE PROPERTY SECURI NG THE LOAN. UNDER FEDERAL LAW YOU MAY HAVE
THE RI GHT TO CANCEL THI S AGREEMENT. | F YOU HAVE THI S RI GHT, THE CREDI TOR
| S REQUI RED TO PROVI DE YOU W TH A SEPARATE WRI TTEN NOTI CE SPECI FYI NG THE
Cl RCUMSTANCES AND TI MES UNDER WHI CH YOU CAN EXERCI SE THI S RI GHT. "

3. Where the contract, note or instrunment evidencing or securing a
junior nortgage |oan provides for a variable rate of interest, said rate
shall be based on a published index that is (a) readily available, (b)

i ndependently verifiable, (c) beyond the control of the Ilicensee, and
(d) approved by the superintendent. The interest rate of the junior
nortgage | oan shall be reduced in proportion to any decrease in the
index rate. Increases in the interest rate may be nade at the option of
the |icensee.

4. The superintendent of financial services shall adopt regulations,



including but not limted to: (a) providing for disclosure to the
borrower by the |icensee of the circunstances under which the rate my
increase, any limtations on the increase, the effect of an increase and
an exanpl e of the paynent ternms that would result froman increase, (b)
providing for disclosure to the borrower by the lIicensee of a history of
the fluctuations of the index over a reasonable period of time, and (c)
providing for notice to the borrower fromthe |icensee of any rate

i ncrease or change in the terns of paynent.

5. Aline of credit secured by a junior nortgage shall be established
in an anount of no |less than twenty-five hundred dollars; and shall be
repayable in nonthly installnments.



