8 6-k. Real property insurance escrow accounts. 1. Definitions. Wen
used in this section: (a) "Mrtgage investing institution"” means any
bank, trust conpany, national bank, savings bank, savings and | oan
associ ation, federal savings bank, federal savings and | oan associ ation,
private banker, credit union, federal credit union, investnent conpany,
pensi on fund, |icensed nortgage banker or any other entity which
mai ntains a real property insurance escrow account for real property
| ocated in this state.

(b) "Mortgagor" neans a person having title to and occupying a one to
four famly residence which is located in this state and is subject to a
nort gage.

(c) "Real property insurance" neans a policy of insurance issued, or
i ssued for delivery in this state, on a risk located or resident in this
state insuring the follow ng contingency: |oss or danage (i ncluding but
not limted to | oss or damage on account of fire) to real property used
predom nantly for residential purposes and consists of not nore than
four dwelling units, other than notels or hotels.

(d) "Real property insurance escrow account” neans an account
established by contract between a nortgagor of real property inproved by
a one to four famly residence and the nortgage investing institution
having a nortgage thereon, into which the nortgage investing institution
shal | deposit noney collected fromthe nortgagor for the purpose of
payi ng real property insurance prem uns.

(e) "One to four famly residence"” nmeans property used primarily for
residential purposes for one to four famlies, including property held
i n condom ni um f orm of ownershi p, and which is occupied in whole or in
part by the owner.

2. Duties and responsibilities of nortgage investing institutions. (a)
Every nortgage investing institution shall make all paynents for
i nsurance for which they hold real property insurance escrow accounts in
a tinmely manner.

(b) Every nortgage investing institution shall pay at |east the
mnimumrate of interest on each real property insurance escrow account
as prescribed therein.

(c) Every nortgage investing institution shall deposit funds froma
real property insurance escrow account of a nortgagor in a banking



i nstitution whose deposits are insured by a federal agency or a |licensed
branch of a foreign banking corporation whose deposits are insured by a
federal agency. Notw t hstanding the foregoing provisions of this
subdi vi si on, the superintendent shall have the power to exenpt fromthe
requi renents of this subdivision any banki ng organi zati on whi ch does not
recei ve deposits or share accounts fromthe general public.

(d) A nortgage investing institution may debit a nortgagor's real
property insurance escrow account for payments of insurance prem uns
only if actual paynment for such premuns is made within twenty-one days
after such debit.

(e) Every nortgage investing institution shall, at |east annually,
provide to the nortgagor an analysis of the real property insurance
escrow account of the nortgagor. Such analysis shall contain, for the
twel ve nonth period covered by the analysis, at least: (1) interest
earned; (2) the anmount of insurance premuns paid fromthe real property
i nsurance escrow account; and (3) the account bal ance as of the
begi nni ng of the period covered by the analysis and the endi ng account
bal ance as of a specified date within forty-five days preceding the date
of the analysis. In addition, the nortgage investing institution shall,
upon request by the nortgagor, provide to the nortgagor the date or
dates of the paynment of insurance prem uns from such real property
i nsurance escrow account. The information required by this paragraph may
be provided in notices otherwi se required by federal or state |aw,
regulation or rule to be sent on at |east an annual basis to the
nortgagor, including but not limted to notices under title three-A of
the real property tax |aw.

(f) The nortgage investing institution shall provide a witten
di sclosure, in at |east eight point bold face type, to the nortgagor
With respect to the real property insurance escrow account. Such
di scl osure shall be provided at the tinme of the establishnment of the
real property insurance escrow account. In the case of accounts already
in existence on the effective date of this act, such disclosure shall be
provided to the nortgagor with the next annual analysis required by
paragraph (e) of this subdivision. The disclosure shall contain
substantially the follow ng | anguage:

(i) The nortgage investing institution is obligated to nake al
paynments for real property insurance for which the real property



I nsurance escrow account is nmaintained. |If any such paynents are not
tinmely, the nortgage investing institution is responsible for making
such paynents including any penalties and interest and shall be liable
for all danages to the nortgagor resulting fromits failure to nake
tinmely paynent.

(ii) I'n the event that a real property insurance premumnotice is
sent directly to the nortgagor by the insurer, the nortgagor shall have
the obligation to pronptly transmt such prem umnotice to the nortgage
i nvesting institution, or such other institution or agent as may be
designated in witing by the nortgage investing institution, for
paynment. Failure to do so nay jeopardi ze the nortgagor's insurance
coverage and may excuse the nortgage investing institution from
liability for failure to tinmely make such real property insurance
paynments.

(iii) The nortgagor is obligated to pay one-twelfth of the real
property insurance prenm unms each nonth to the nortgage investing
institution for deposit into the real property insurance escrow account,
unl ess there is a deficiency or surplus in the account, in which case a
greater or |esser anount nay be required.

(iv) If the nortgage investing institution is subject to the
provi si ons of paragraph (c) of this subdivision, the nortgage investing
institution nust deposit the escrow paynents made by the nortgagor in a
banking institution or a licensed branch of a foreign banking
corporati on whose deposits are insured by a federal agency.

(g) Every nortgage investing institution shall provide witten notice
to a nortgagor no later than ten business days after the transfer to
anot her nortgage investing institution of the right to receive al
paynments fromthe nortgagor, including paynents nmade into the rea
property insurance escrow account, which notice shall include the nane,
address and tel ephone nunber of the nortgage investing institution to
whi ch such rights have been transferred. Upon request by the nortgagor,
the nortgage investing institution shall advise the nortgagor of the
anount of noney in such account as of the date of such transfer. Every
nortgage investing institution shall remain fully liable to pay any real
property insurance prem unms which are due and payable prior to the date
of such transfer, and the nortgage investing institution to which such
rights have been transferred shall be liable to pay any real property



i nsurance prem uns which are due and payable after the date of such
transfer, unless otherw se agreed anong the parties to the transfer.
(h) Every nortgage investing institution shall, no later than thirty
days after the final paynent of the nortgage | oan, where the nortgagor
retains ownership of the property, send to the nortgagor a witten
statenent that shall include, but not be limted to the follow ng
information: (i) that the real property insurance escrow account has
been or will be term nated (whichever is applicable); and (ii) that
unl ess the nortgagor establishes a new real property insurance escrow
account with a nortgage investing institution, the nortgagor will be
obliged to pay to the appropriate insurer real property insurance
prem uns becom ng due thereafter. The witten notice shall also set
forth the effective date of the term nation and shall provide the nane
and address of each insurer and shall advise the nortgagor to contact
such insurer for billing informtion.

3. Mailing or delivery of bills to nortgage investing institutions. A
nort gagor who has entered into a real property insurance escrow account
may designhate, in witing, a nortgage investing institution, and its
successors, agents or assigns to receive prem umnotices for real
property insurance. The nortgage investing institution shall advise the
insurer in witing within fifteen days after the term nation of such
escrow account and shall informthe insurer that all future prem um
notices should be sent directly to the insured. The nortgage investing
institution shall, upon the request of the insurer, provide any docunent
that clearly evidences its authorization to receive insurance prenm um
notices or obligation to pay real property insurance prem uns.

4. Paynents by nortgage investing institutions. A nortgage investing
institution may pay the real property insurance prem uns due on nore
t han one parcel by a single instrunment, provided that the nortgage
i nvesting institution also provides to the insurer a detailed |ist of
the specific parcels to which the instrunent is to be applied, each
parcel identification nunber (if any) and the anmount of the real
property insurance premiumto be paid with respect to each parcel.

5. Liabilities of nortgage investing institutions. (a) A nortgage



i nvesting institution which receives noneys froma nortgagor for deposit
into a real property insurance escrow account shall be liable to such
nort gagor, upon failure to pay such real property insurance prem uns,
for the amount of the real property insurance prem uns plus penalties
and interest inposed thereon.

(b) I'n addition to any other renedies permtted by |aw, a nortgagor
whose real property insurance premuns are to be paid by neans of a rea
property insurance escrow account pursuant to this section may bring an
action agai nst the nortgage investing institution maintaining such
account for the nortgagor under the provisions of this subdivision if
paynments for real property insurance prem uns have not been nade for
thirty days after the date such insurance prem uns have becone due and
payable. If a court shall find, after considering the circunstances of
the failure of a nortgage investing institution to pay the real property
i nsurance prem um of a nortgagor pursuant to an escrow agreenent, that
such failure was due to the negligence or intentional acts of the
nortgage investing institution, its agent, or both, the court nay award
the nortgagor injunctive relief and |iquidated damages in an anount
equal to three tinmes the real property insurance prem um not paid, but
in no event greater than six thousand doll ars.

(c) A nortgage investing institution shall be liable to the nortgagor
for all danages and shall bear all responsibility for failure to nake
tinmely paynent of insurance prem uns.

(d) The nortgage investing institution shall have liability to the
nort gagor under this subdivision only if:

(i) the nortgage investing institution, or such other institution or
agent as designated in witing by the nortgage investing institution,
has received the real property insurance prem umnotice; and

(ii) the nortgagor has nmade required paynents for deposit into the
real property insurance escrow account.

6. Separability. If any provision of this section or the application
of such provision in certain circunstances shall be held invalid, the
validity of the remainder of this section and its applicability to other
circunstances shall not be affected.



