§ 6501. Definitions. In this article:

(a) "Mortgage guaranty insurance" neans insurance agai nst financi al
| oss by reason of nonpaynent of any sumrequired to be paid under the
terms of any instrunent of indebtedness secured by a lien on real
estate.

(b) "Mortgage insurer" neans a person |icensed to transact the
busi ness of nortgage guaranty insurance in this state.

(c) "Authorized real estate security" neans:

(1) an anortized instrunent of indebtedness evidencing a | oan secured
by a first lien on real estate which at the tine the loan is nmade 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 ndebtedness, except, however, for reverse nortgage | oans nade
pursuant to sections two hundred eighty and two hundred eighty-a of the
real property law, provided that:

(A) the loan is one which a regul ated nortgage investor is authorized
to nake;

(B) the inprovenent is a residential building or buildings designed
for occupancy by not nore than four famlies or is a condom ni umunit;

(C the lien may be subordinate to:

(i) the lien of any public bond, assessnent, or tax, when no
install nent, call or paynent of or under such bond, assessnent or tax is
del i nquent; and

(ii) outstanding mneral, oil or tinber rights, easenents or other
restrictions on use, or |eases under which rents or profits are
reserved,

(2) an anortized instrunent of indebtedness evidencing a | oan secured
by a junior lien on real estate which, when conbined with all existing
nortgage | oan anounts at the tine the loan is nade, is not nore than one
hundred percent of the fair market value of the real estate; provided
t hat :

(A) in determ ning the foregoing one hundred percent limtation, if
the | oan securing the junior lien is an equity line of credit |oan, the
full anpbunt of the line of credit to be secured by the junior lien shal
be consi dered the anount of the | oan;

(B) the loan is one which a regul ated nortgage investor is authorized



to nake;

(C the inprovenent is a residential building or buildings designed
for occupancy by not nore than four famlies or is a condom ni umunit;

(D) in addition to any senior liens securing any anortized instrunents
of indebtedness on real estate, qualifying under paragraph one of this
subsection, the junior lien my be subordinate to:

(i) the lien of any public bond, assessnent, or tax, when no
install nent, call or paynent of or under such bond, assessnent or tax is
del i nquent; and

(ii) outstanding mneral, oil or tinber rights, easenents or other
restrictions on use, or |eases under which rents or profits are
reserved,

(3) an anortized instrunent of indebtedness evidencing a | oan secured
by an ownership interest in, and a proprietary |lease from a corporation
or partnership fornmed for the purpose of the cooperative ownership of
real estate in this state and which at the time the loan is made is not
| ess than eighty percent nor nore than one hundred percent of the
purchase price of the ownership interest and the proprietary |ease, if
the loan is one which a regul ated nortgage investor is authorized to
make. In this article unless the context clearly requires otherw se, any
reference to a nortgagor shall include an owner of such an ownership
i nterest as described in this paragraph and any reference to a lien or
nortgage shall include the security interest held by a | ender in such an
ownership interest;

(4) an anortized instrunent of indebtedness, evidencing a |oan which
ot herwi se conforns to the requirenents of paragraph one or three of this
subsection, and which has been anortized to | ess than eighty percent of
the fair market value of the real estate at the tine said | oan was nade;
provi ded the borrower is not obligated directly or indirectly to pay any
prem um for nortgage guaranty insurance authorized under this article,
and the instrunent would be ineligible for sale to the Federal National
Mort gage Associ ation, the Government National Mrtgage Association, the
Federal Home Loan Mortgage Corporation or any other secondary nortgage
mar ket instrunentality or facility as the superintendent of financi al
services determ nes, w thout such nortgage guaranty insurance; or

(5) where a loan is being made as part of the state of New York
nort gage agency's forward comm tnment program as defined in title



seventeen of article eight of the public authorities |law, the |esser
percentage set forth in paragraphs one and three of this subsection
shal |l be sixty percent and the range of such percentages shall apply to
the fair market value at the tine the | oan was made of the real estate
or the ownership interest in a corporation or partnership formed for the
pur pose of cooperative ownership of real estate, as the case may be.

(d) "Contingency reserve" mnmeans an additional prem umreserve
established to protect policyhol ders against the effect of adverse
econoni ¢ cycl es.

(e) "Policyhol ders surplus" nmeans the aggregate of capital, surplus
and contingency reserve if a stock insurance conpany or, if a mutual
i nsurance conpany, the aggregate of surplus and contingency reserve.

(f) "Regul ated nortgage i nvestor" neans a bank, trust conpany, savings
bank, savings and | oan associ ati on or insurance conpany, which is
supervi sed by a departnent of this state or an agency of the federal
governnment and which invests in authorized real estate securities.

(g) "Segregated trust" is a trust which

(1) is established by a reinsurer for the benefit of a nortgage
i nsurer;

(2) has a trustee domciled in the nortgage insurer's state of
domicile, domciled in New York or approved by the superintendent;

(3) is funded by assets pernmitted by article fourteen of this chapter
for the | oss reserve required by paragraph three of subsection (a) of
section six thousand five hundred two of this article and for the
unearned prem umreserve required by section one thousand three hundred
five of this chapter

(4) is funded by either cash, the types of reserve investnents
specified in paragraphs one and two of subsection (a) of section one
t housand four hundred four of this chapter or by tax and | oss bonds
purchased pursuant to 8 832(e) of the Internal Revenue Code, for the
greater of the anpunt of the contingency reserve required by paragraph
two of subsection (a) of section six thousand five hundred two of this
article or paragraph one of subsection (b) of section six thousand five
hundred two of this article;

(5) makes quarterly and annual reports to the superintendent;

(6) is subject to withdrawals only by, and under the control of, the
cedi ng nortgage insurer;



(7) permits exam nation by the superintendent;

(8) designates the superintendent for service of process;

(9) is governed by an agreenent which, together with all anendnents,
shal | be approved by the comm ssioner or superintendent of insurance of
the nortgage insurer's domicile, and shall be provided to the
superintendent, who shall have the right to disapprove of the agreenent.
Such agreenent shall be deened approved by the superintendent unless
di sapproved within thirty days fromthe date provided to the
superi nt endent; and

(10) is in conpliance with any other regulations or requirenents of
t he superintendent relating to trust agreenents.



