8§ 6-m Subprinme hone loans. 1. Definitions. The follow ng definitions
apply for the purposes of this section:

(a) "Annual percentage rate" neans the annual percentage rate for the
| oan cal cul ated according to the provisions of the Federal
Truth-in-Lending Act (15 U.S.C. § 1601, et seq.), and the regul ations
promul gat ed t hereunder by the federal reserve board (as said act and
regul ati ons are anmended fromtine to tine).

(b) "Fully indexed rate" neans: (i) for an adjustable rate |oan based
on an index, the annual percentage rate cal cul ated using the index rate
on the loan on the date the | ender provides the "good faith estimte"
requi red under 12 USC 82601 et seq. plus the margin to be added to it
after the expiration of any introductory period or periods; or (ii) for
a fixed rate | oan, the annual percentage rate on the | oan disregarding
any introductory rate or rates and any interest rate caps that limt how
qui ckly the contractual interest rate nmay be reached cal cul ated at the
time the |l ender issues its conmtnent.

(c) "Subprime hone | oan" neans a home loan in which the initial
interest rate or the fully-indexed rate, whichever is higher, exceeds by
nore than one and three-quarters percentage points for a first-lien
| oan, or by nore than three and three-quarters percentage points for a
subordinate-lien |l oan, the average comrtnent rate for loans in the
nort heast region with a conparable duration to the duration of such hone
| oan, as published by the Federal Honme Loan Mrtgage Corporation (herein
"Freddie Mac") in its weekly Primary Mrtgage Market Survey (PMVB)
posted in the week prior to the week in which the | ender provides the
"good faith estimate"” required under 12 USC 82601 et seq. The term
"subprime hone | oan" excludes a transaction to finance the initial
construction of a dwelling, i.e., a construction only |oan, a tenporary
or "bridge" loan with a termof twelve nonths or |ess, such as a loan to
purchase a new dwel i ng where the borrower plans to sell a current
dwelling within twelve nonths, or a honme equity line of credit but shal
i nclude any | oan, however structured, that thereafter is converted into
a permanent | oan.

(i) The conparable duration for a hone |oan shall be determ ned as
follows: for an adjustable or variable hone loan with an initial rate
that is fixed for less than three years, the Freddie Mac survey result
for a one-year adjustable rate nortgage; for an adjustable or variable



hone loan with an initial rate that is fixed for at |east three years,
the Freddie Mac survey result for a five-year hybrid adjustable rate
nortgage; for a fixed rate hone loan with a termof fifteen years or

| ess, the Freddie Mac survey result for a fifteen-year fixed rate
nortgage; and for a fixed rate hone loan with a termof nore than
fifteen years, the Freddie Mac survey result for a thirty-year fixed
rate nortgage. The superintendent may prescribe by regulation a

di fferent conparable duration standard as necessary or appropriate to
reflect changes in the terns and types of nortgages included in the
Freddi e Mac survey.

(ii) Notwi thstanding the conparable rates set forth in this paragraph,
and notw thstandi ng any other law, if the superintendent determ nes that
by statute, rule or regulation, different thresholds for determ ning
underwiting standards for subprine | oans becone applicable to
nationally chartered lending institutions, or the provisions of this
section have had an unduly negative effect upon the availability or
price of nortgage financing in this state, the superintendent may from
time to tine designate such other threshold rates as may be necessary to
achieve parity between such nationally chartered institutions and
banki ng organi zati ons, nortgage banks and nortgage brokers in this state
or to alleviate such unduly negative effects. Such determ nation shal
pronptly be published on the website of the departnment of financi al
servi ces.

(iii) Notw thstanding the thresholds set forth in this paragraph, if a
hone loan is insured by the federal housing admi nistration, and if
annual nortgage insurance premuns are collected by the federal housing
adm nistration for the maxi rum duration pernmtted under federal statute,
and if such loan is not a Title 1 hone inprovenent |oan nor a hone
equity conversion nortgage, then the term "subprine hone | oan" neans a
hone loan in which the initial interest rate or the fully-indexed rate,
whi chever is higher, exceeds by nore than two and a half percentage
points for a first-lien | oan, or by nore than four and a half percentage
poi nts for a subordinate-lien | oan, the average commtnent rate for
| oans in the northeast region with a conparable duration to the duration
of such hone | oan, as published by the Federal Home Loan Mbrtgage
Corporation (herein "Freddie Mac") in its weekly Primry Mortgage Market
Survey (PMVB) posted in the week prior to the week in which the | ender



provi des the "good faith estimte" required under 12 USC §2601 et seq.

(d) "Hone | oan" neans a | oan, including an open-end credit plan, other
than a reverse nortgage transaction or a |oan made or fully or partially
guaranteed by the state of New York nortgage agency, in which:

(i) The principal amount of the loan at origination does not exceed
the conformng loan size limt (including any applicable special limt
for junbo nortgages) for a conparable dwelling as established fromtine
to time by the federal national nortgage association

(ii) The borrower is a natural person;

(iii) The debt is incurred by the borrower primarily for personal,
famly, or househol d purposes;

(iv) The loan is secured by a nortgage or deed of trust on real estate
i nproved by a one to four famly dwelling, or by a condom niumunit, or
by any certificate of stock or other evidence of ownership in, and a
proprietary |lease from a corporation, partnership or other entity
formed for the purpose of cooperative ownership of real estate, in
ei ther case, used or occupied or intended to be used or occupied, wholly
or partly, as the home or residence of one or nore persons and which is
or will be occupied by the borrower as the borrower's principal
dwel I'i ng; and

(v) The property is located in this state.

(e) "Lender" means a nortgage banker as defined in paragraph (f) of
subdi vi si on one of section five hundred ninety of this chapter or an
exenpt organi zation as defined in paragraph (e) of subdivision one of
section five hundred ninety of this chapter.

(f) "Mortgage broker" nmeans a nortgage broker as defined in paragraph
(g) of subdivision one of section five hundred ninety of this chapter
and a nortgage banker as defined in paragraph (f) of subdivision one of
section five hundred ninety of this chapter, when such nortgage banker
solicits, processes, places or negotiates a nortgage |oan for others.

2. Limtations and prohibited practices for subprinme hone | oans. A
subprime home | oan shall be subject to the following limtations:

(a) No call provisions. No subprinme hone |oan may contain a provision
that permits the lender, inits sole discretion, to accelerate the
i ndebt edness. This provision shall not prohibit acceleration of the | oan
in good faith due to the borrower's failure to abide by the materi al



terns of the | oan.

(b) No negative anortization. No subprinme hone | oan may contain a
payment schedule with regular periodic paynents that cause or may cause
the principal balance to increase. A loan is considered to have such a
schedule if the borrower is given the option to make regul ar periodic
paynments that cause the principal balance to increase, even if the
borrower is also given the option to nake regul ar periodic paynents that
do not cause the principal balance to increase. This paragraph shall not
prohi bit negative anortization as a result of a tenporary forbearance
sought by a borrower.

(c) No increased interest rate. No subprinme home | oan may contain a
provi sion which increases the interest rate after default. This
provi sion shall not apply to interest rate changes in a variable rate
| oan ot herw se consistent with the provisions of the | oan docunents;
provi ded that the change in the interest rate is not triggered by the
event of default or the accel eration of the indebtedness.

(d) Limtation on advance paynents. No subprine honme | oan nay incl ude
ternms under which nore than two periodic paynents required under the
| oan are consolidated and paid in advance fromthe | oan proceeds
provi ded to the borrower.

(e) No nodification or deferral fees. A |lender may not charge a
borrower any fees to nodify, renew, extend, or anend a subprine hone
| oan or to defer any paynent due under the terns of a suprinme hone | oan
if, after the nodification, renewal, extension or anmendnment, the loan is
still a subprine hone |loan or, if no |longer a subprine honme | oan, the
annual percentage rate has not been decreased by at |east two percentage
poi nts. For purposes of this paragraph, fees shall not include interest
that is otherw se payable and consistent with the provisions of the |oan
docunents. This paragraph shall not prohibit a | ender from charging
points and fees in connection with any additional proceeds received by
the borrower in connection with the nodification, renewal, extension or
anendnent (over and above the current principal balance of the existing
subprinme home | oan) provided that the points and fees charged on the
addi tional sumnust reflect the |l ender's typical point and fee structure
for subprine hone |oans. This paragraph shall not apply if the existing
subprinme home loan is in default or is sixty or nore days delinquent and
the nodification, renewal, extension, anendnent or deferral is part of a



wor k- out process.

(f) No oppressive nandatory arbitration clauses. No subprine hone | oan
may be subject to a nandatory arbitration clause that is oppressive,
unfair, unconscionable, or substantially in derogation of the rights of
consuners.

(g) No financing of insurance or other products sold in connection
with the loan. No subprine honme | oan shall finance, directly or
indirectly, any credit life, credit disability, credit unenploynent, or
credit property insurance, or any other life or health insurance
prem uns, or any paynents directly or indirectly for any debt
cancel l ati on or suspensi on agreenent or contract, or any product or
service that is not necessary or related to the hone | oan such as auto
cl ub nmenberships or credit report nonitoring, but not including fees
paid to the | ender, broker, or closing agent, fees related to the
recording of the nortgage, title insurance or other settlenent fees.
| nsurance prem uns or debt cancell ation or suspension fees cal cul ated
and paid on a nonthly basis shall not be considered financed.

(h) No "loan flipping". No | ender or nortgage broker meking or
arranging a subprinme hone | oan nmay engage in the unfair act or practice
of "loan flipping". "Loan flipping" is making a hone | oan to a borrower
that refinances an existing hone | oan when the new | oan does not have a
tangi bl e net benefit to the borrower considering all of the
ci rcunstances, including the terns of both the new and refinanced | oans,
the cost of the new | oan, and the borrower's situation.

(i) No refinancing of special nortgages. No | ender naking a subprine
hone | oan may refinance an existing hone |oan that is a special nortgage
originated, subsidized or guaranteed by or through a state, tribal or
| ocal governnent, or nonprofit organization, which either bears a
bel ow- market interest rate at the tinme of origination, or has
nonst andard paynent terns beneficial to the borrower, such as paynents
that vary with incone, are limted to a percentage of inconme, or where
no paynments are required under specified conditions, and where, as a
result of the refinancing, the borrower will |ose one or nore of the
benefits of the special nortgage, unless the lender is provided prior to
| oan cl osi ng docunentation by a HUD approved housi ng counsel or or the
| ender who originally nade the special nortgage that the borrower has
recei ved hone | oan counsel i ng about the advantages and di sadvant ages of



t he refinancing.

(j) No lending without providing information on the availability of
counseling. A |l ender or nortgage broker must deliver, place in the nail,
fax or electronically transmt the following notice in at |east twelve
point type to the borrower of a subprine honme |oan at the tine of
application: "You should consider financial counseling prior to
executing | oan docunents. The encl osed |list of counselors is provided by
the New York State Departnent of Financial Services." In the event of a
t el ephone application, the disclosures nust be nade i medi ately after
recei pt of the application by telephone. Such disclosure shall be on a
separate form In order to utilize an electronic transm ssion, the
| ender or broker must first obtain either witten or electronically
transmtted perm ssion fromthe borrower. A list of approved counsel ors,
avai l able fromthe New York state departnent of financial services,
shall be provided to the borrower by the | ender or the nortgage broker
at the time that this disclosure is given.

(k) No encouragenent of default. In naking or arranging a subprine
hone | oan, a | ender or nortgage broker shall not reconmend or encourage
default on an existing |oan or other debt prior to and in connection
with the closing or planned closing of the subprinme home | oan that
refinances all or any portion of such existing |oan or debt.

(1) Prohibited paynents to nortgage bankers and brokers. In naking or
arrangi ng a subprinme hone | oan, no |ender, nortgage banker or nortgage
broker shall accept or give any fee, kickback, thing of value, portion,
split or percentage of charges, other than as paynent for goods or
facilities that were actually furnished or services that were actually
performed. Such paynment nust be reasonably related to the value of the
goods or facilities that were actually furnished or services that were
actual ly perforned.

(m No prepaynent penalties on subprime hone | oans. No prepaynent
penalties or fees shall be charged or collected on a subprine hone | oan.
A prepaynent penalty in a subprine hone |oan shall be unenforceabl e.

(n) No yield spread prem uns. In connection with the making or
brokeri ng of a home | oan, no person may provide, and no nortgage broker
or nortgage | ender may receive, directly or indirectly, any conpensation
that is based on, or varies with, the terns of any hone | oan. This
par agr aph shall not prohibit conpensation based on the principal balance



of the | oan.

(o) Mandatory escrow of taxes and insurance. No subprinme home | oan
shall be made after July first, two thousand ten unless the | ender
requires and collects the nonthly escrow of property taxes and hazard
i nsurance. Wth respect to a subprinme honme | oan, a borrower may waive
escrow requirenents by notifying the lender in witing after one year
from consunmati on of the | oan. The provisions of this paragraph shal
not apply to a subprinme honme |loan that is a subordinate |lien when the
taxes and insurance are escrowed through another honme | oan or where the
borrower can denonstrate a record of twelve nonths of tinmely paynents of
taxes and insurance on a previous hone | oan.

(p) Mandatory disclosure of taxes and insurance paynents. Wth respect
to a subprinme home |oan, the first tine a borrower is inforned of the
antici pated or actual periodic paynent amount in connection with a
first-lien residential nortgage |oan for a specific property, the |ender
or nortgage broker shall informthe borrower that an additional anount
will be due for taxes and insurance and shall disclose to the borrower
as soon as reasonably possible the approxi mate anmount of the initial
periodi c paynent for property taxes and hazard insurance.

(q) No teaser rates. No | ender or nortgage broker shall make or
arrange a subprinme hone | oan which has an initial or introductory rate
with a duration of |ess than six nonths.

3. Certain |oan provisions rendered void. Any provision in a subprine
hone | oan that violates subdivision two of this section shall be
rendered voi d.

4. Ability to repay. No | ender or nortgage broker shall make or
arrange a subprine hone | oan unless the | ender or nortgage broker
reasonably and in good faith believes at the tinme of the | oan closing
that one or nore of the borrowers, when considered individually or
collectively, has the ability to repay the | oan according to its terns
and to pay applicable real estate taxes and hazard insurance prem uns.
If a |l ender or nortgage broker making or arrangi ng a subprine hone | oan
knows that one or nore honme | oans secured by the sane real property wll
be made cont enporaneously to the sane borrower with the subprine hone
| oan bei ng nade or arranged by that |ender or nortgage broker, the



| ender or nortgage broker making or arrangi ng the subprinme home | oan
nmust docunent the borrower's ability to repay the conbi ned paynents of
all loans on the sane real property.

(a) A lender or nortgage broker's analysis of a borrower's ability to
repay a subprinme home | oan according to the |oan ternms and to pay
related real estate taxes and insurance prem uns shall be based on a
consideration of the borrower's credit history, current and expected
i ncome, current obligations, enploynent status, and other financi al
resources other than the borrower's equity in the real property that
secures repaynent of the subprime hone | oan

(b) I'n determning a borrower's ability to repay a subprinme hone | oan
the | ender or nortgage broker shall take reasonable steps to verify the
accuracy and conpl eteness of infornmation provided by or on behal f of the
borrower using tax returns, payroll receipts, bank records, reasonable
alternative nethods, or reasonable third-party verification.

(c) I'n determning a borrower's ability to repay a subprinme hone | oan
according to its ternms when the | oan has an adjustable rate feature, the
| ender or nortgage broker shall calculate the nonthly paynent anmount for
principal and interest by assuming (i) the | oan proceeds are fully
di sbursed on the date of the loan closing, (ii) the loan is to be repaid
in substantially equal nonthly anortizing paynents of principal and
i nterest over the entire termof the |Ioan, with no balloon paynent, and
(iii) the interest rate over the entire termof the loan is a fixed rate
equal to the higher of the initial interest rate or the fully indexed
rate at the tinme of the | oan closing, w thout considering any initial
di scounted rate.

(d) A lender or nortgage broker's analysis of a borrower's ability to
repay a subprinme home |oan may utilize reasonable comercially
recogni zed underwiting standards and net hodol ogi es, including automnated
underwiting systens, provided the standards and net hodol ogi es conply
with the provisions of this section.

5. Required | egend. Subprinme home | oan nortgages shall include a
| egend on top of the nortgage in twelve-point type stating that the

nortgage i s a subprine honme | oan subject to this section

6. Evasion of statutory requirenents. The provisions of this section



shall apply to any person who attenpts to avoid the application of this
section by any subterfuge, including but not limted to, splitting or
dividing any loan transaction into separate parts for the purpose of
evadi ng the provisions of this section.

7. Good faith errors. A lender of a subprine hone |oan that, when
acting in good faith, fails to conply with the provisions of this
section, shall not be deened to have violated this section if, prior to
the institution of any action and before the borrower is prejudiced, the
| ender notifies the borrower of the conpliance failure, appropriate
restitution is nade, and what ever adjustnents that are necessary are
nmade to the loan to nake the | oan satisfy the requirenents of this
secti on.

8. Enforcenent. The attorney general or the superintendent may enforce
the provisions of this section.

9. Danmges. Any person found by a preponderance of the evidence to
have violated this section shall be liable to the borrower of a subprine
hone | oan for actual damages.

10. Attorneys fees. A court may al so award reasonabl e attorneys' fees
to a prevailing borrower in a foreclosure action.

11. Equitable relief. A borrower nay be granted injunctive,
declaratory and such other equitable relief as the court deens
appropriate in an action to enforce conpliance with this section.

12. Renedi es not exclusive. The renedies provided in this section are
not intended to be the exclusive renedies available to a borrower of a
subprinme home | oan

13. Defense to foreclosure. In any action by a | ender or assignee to
enforce a | oan against a borrower in default nore than sixty days or in
forecl osure, a borrower may assert as a defense, any violation of this
secti on.



14. Severability. The provisions of this section shall be severable,
and i f any phrase, clause, sentence, or provision is declared to be
invalid, or is preenpted by federal |law or regulation, the validity of
the remai nder of this section shall not be affected thereby. If any
provision of this section is declared to be inapplicable to any specific
category, type, or kind of points and fees with respect to a hone | oan,
the provisions of this section shall nonetheless continue to apply with
respect to all other points and fees.



