8§ 6-f. Alternative nortgage instrunents made by banks, trust
conpani es, savi ngs banks, savings and | oan associations and credit
unions. 1. Notw thstanding any inconsistent provision of this chapter
or any other law of this state, the superintendent of financial services
is authorized to adopt such rules or regulations as shall permt banks,
trust conpani es, foreign banking corporations |licensed to maintain a
branch or agency in this state, savings banks, savings and | oan
associ ations, credit unions and persons and entities engaging in the
busi ness described in section five hundred ninety of this chapter to
nmake residential nortgage | oans and cooperative apartnent unit | oans
whi ch provide for (a) periodic readjustnents of the rate of interest
charged for the | oan or successive terns of the loan or (b) terns of
| oan which are shorter than the termof the nortgage or (c) repaynent of
the principal anount of the |oan by regular paynments which are not equal
i n anount throughout the termof the nortgage or (d) the | ender thereof
to receive a share in the future appreciation of the property serving as
security for the loan under the circunstances set forth in the foll ow ng
sentence or (e) any conbination of paragraphs (a), (b), (c) and (d) of
t hi s subdi vi sion, subject to the provisions of subdivision two of this
section. Wiere the | ender or holder of a residential nortgage |oan or
cooperative apartnment unit loan enters into a witten agreenent with the
borrower under which the | ender or holder conditionally reduces an
anount of principal of such loan in order to assist a borrower at risk
of foreclosure to avoid such foreclosure, the | ender or hol der nay enter
into a witten agreenent (a "shared appreciation agreenent”) with the
borrower under which the | ender shall be entitled to share in the
appreci ation of the market value of the real property or cooperative
shares and proprietary | ease securing such | oan between the effective
date of such reduction in principal amount until the date when the
property is sold, provided that the anobunt the lender is entitled to
recei ve under such shared appreciation agreenent shall be the | esser of
(i) the anmpunt of such reduction in principal, plus interest on such
anount fromthe date of such reduction to the date of paynent at the
sanme rate of interest as applies to the remai ning principal anmount of
the residential nortgage |loan, and (ii) fifty percent of the anmount of
such appreciation. Such anounts shall be payabl e when the nortgagor
sells the residential real property or cooperative shares and



proprietary | ease that secure the |oan. Such shared appreciation
agreenent shall expressly and conspicuously bear a | egend at the top of
the agreenent in at |east fourteen-point type which shall include the
following: "In this agreenment, you are giving away sonme of any future

i ncrease in value of your honme. Please read carefully." For purposes of
t hi s subdivision, the appreciation of the property shall be nmeasured as
the difference, if positive, between the gross sal es proceeds (net of
any reasonable real estate conm ssion) of the sale of the property and
the value of the property at the tinme of the closing of the shared
appreci ati on nortgage, as determ ned by an apprai sal by an independent
New York state |licensed real estate appraiser. Recovery of such
reduction in the principal anmobunt shall not be deened to be interest for
any purpose of the laws of this state.

Any shared appreciation agreenent shall be acconpani ed by a noti ce,
whi ch shall be on a separate page fromthe shared appreciation agreenent
and shall contain the follow ng heading in bold, fourteen-point type:
"I nportant disclosures about the contract in which you agree to give
away a part of any future increase in value of your hone. Please read
carefully.” The notice shall include the follow ng disclosures:

(1) a statenment that the lender will be entitled to share in any
appreci ation of the market val ue of the nortgaged property that occurs
between the tinme of the loan nodification and the tinme the property is
sold, up to the anmobunt of principal forborne plus interest on such
anount at the applicable rate of interest on the nortgage but in no
event nore than fifty percent of the ampbunt of such appreciation, and
providing at |east three exanpl es of how such shared appreciation nay
affect the borrower at the tinme the borrower sells the nortgaged
property, such exanples to include (A) no appreciation in the val ue of
t he nortgaged property, (B) appreciation of twenty percent and (O
appreciation of fifty percent;

(2) a statenment advising the borrower to seek independent counseling
froma |lawer, a HUD-certified nortgage counselor or a tax advisor
regarding (A) the trade-off between a current reduction in the size of
t he nortgage, versus the prom se to give up part of the future
appreci ation of the home, and (B) the tax consequences of the principal
forgi veness and shared appreci ati on agreenent, and providing a |ist of



t he nanes and contact information of five HUD-certified nortgage
counselors in the county where the nortgaged property is located or, if
there are fewer than five such counselors in that county, the list may
i ncl ude counselors in one or nore nei ghboring counti es;

(3) a statenment on the potential effect of the shared appreciation
agreenent on any future refinancing of the nortgage and the potenti al
effect of any prepaynment or refinancing of the nortgage on the
appreci ati on sharing agreenent; and

(4) such other disclosures as the superintendent of financial services
may require.

2. Any rules or regulations which are adopted by the superintendent of
financi al services pursuant to subdivision one of this section:

(a) shall provide for disclosures and notices to the borrower with
respect to the terns and conditions of the | oan and the nortgage, and
t he superintendent of financial services nmay require the adoption of
uni form di scl osure and notice forns for this purpose;

(b) shall provide for the conditions governing renewals of the term of
t he | oan;

(c) shall not permt any uninsured | oan secured by residential real
property to be nmade in an anobunt exceedi ng ninety percent of the
apprai sed val ue of the property; and

(d) shall not allow, with respect to any specific alternative nortgage
i nstrument which permits a periodic readjustnent of the rate charged on
the loan, for a greater change in rate than that permtted under federal
|l aw or regulations to federally-chartered banki ng organi zati ons | ocated
in this state for | oans nade pursuant to an equival ent alternative
nortgage i nstrunent.



