PROGRAMBILL #36 ~

Legislative Bill Drafting Commission
12089-01-6

IN SENATE--Introduced by Sen

--read twice and ordered printed,
and when printed to be committed
to the Committee on

IN ASSEMBLY--Introduced by M, of A.

with M. of A. as co-sponsors

--read once and referred to the
Committee on

*PUBAUTLA*
{Relates to
York state
fund)

establishing the New
community restoration

Pub Aut. community restore fund
AN ACT

to amend the public authorities law,
in relation to establishing the New
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fund

The People of the State of New

York, represented in Senate and
Assembly, do enact asg follows:
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Section 1. Section 2401 of the public authorities law, is amended by
adding a new ¢losing paragraph to read as follows:

It is further found and determined that there is a need to establish a

program to assist homeowners in the state of New York who have been
affected by the national mortgage crisis who are either delinquent on

their mortgage payments or are in danger of going into default because

of economic hardghip, as such term ig defined under the agency's guide-

lines, in congultation with the advigory council established in subdivi-

sion three of section twenty-four hundred five-f of this part, who may

lose their homes to foreclosure, or who may have abandoned their homes

due to econcmic hardship and who may benefit from assistance. In  addi-

tion, the existence of vacant, abandoned, distressed, dilapidated or

reasonably beyond repair properties mav contribute to the persistence of

conditiong that increase blight and add to the deterioration of the

quality of the environment and living conditions of a large number of

persong residing in the state. To address these conditions, it is hereby
found and determined that the state of New York mortgage agency shall be

authorized to create and manage a fund to acgquire residences and to

purchase mortgages and mortgage notes, or to provide monies to eligible

institutions to acquire residences and to purchase mortgages and mort-

gage notes and to carry out such other functions in connection with such

acquisitions ag are necessary to accomplish the purposes of this para-

graph. In connection therewith, the state of New York mortgage agency

shall be authorized to create a subsidiary corporation to carry out the

program authorized under this paragraph.
§ 2. Subdivision 31 of section 2404 of the public authorities law, as
renumbered by chapter 151 of the-laws of 2013, is renumbered subdivision

33 and two new subdivisions 31 and 32 are added to read ag follows:
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{31) To administer the fund and operate the program set forth in

section twenty-four hundred five-f of this part.

{32) To form a subsidiarv to be known ag "the state of New ¥York mort-

gage agency community restoration fund" for the purpose of using funds

available to the agency under the program set forth in gection twenity-

four hundred five-f of this part and of owning and heolding any resi-

denceg, mortgages and mortgage notes acguired by the agency, and ko

otherwise carry out the purposes of section twenty-four hundred five-f

of this part. Such subsidiary created pursuant to this subdivision may

exercise and perform one or more of the purposes, powers, dutieg, func-

tions, _rights and responsibilities of the agency, other than the issu-

ance of indebtedness, in connection with real and personal property with

respect to which the agency holds or held a mortgage, security interest

or other collateral, guch subsidiarv shall have the power to own,

acqguire and dispose of real property, and to acguire, own and _hold,

service and dispose of mortgages and mortgage notes. It shall have the

right to foreclose or contract to foreclose on anv mortgage acgqguired by

such subsidiary, under the laws of the state, to commence any action to

protect or to enforce the rights conveved to it by law, contract or any

agreement and to dispose of any such propertv and to otherwise proceed

with any action as may be necessary to protect the interests of said

gubsidiary. Notwithstanding any other provision of law to the contrary,

the transfer of title o such subsidiary or any other actiong taken by

the agency or such subsidiary to enforce the agency's rights under the

mortgage, security interest or other collateral interest or to protect,

acquire, own, manage or dispose of the property shall be deemed to be a

corporate purpose of the agency granted to it to carry out the purpcses

of section twenty-four hundred five-f of thig part. Such subsidiary
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ghall be esgtablighed in the form of a public benefit corporation by

executing and filing with the secretary of state a certificate of incor-
poration which shall identifv the agency as the entity organizing such
subgidiary and set forth the npame of such subsidiarﬁ public benefit

corporation, itsg duration, the locaticon of its principal office and its

corporate purposes as provided in this sgubdivision and which certificate

may be amended from time to time by the filing of amendments thereto

with the gecretarv of state., provided that the subgidiary created here-

under shall ceasgse to exist at such time ag the program authorized under

section twenty-four hundred five-f of this part is no longer in exist-

ence. Such subgidiarv shall be organized as a public benefit corpo-

ration, shall be a body politic and corporate, and shall have all the

privileges, immunities, tax exemptions and other exemptions of the agen-

¢v. The members of such subsidiary shall be the same as the members of

the agency.

§ 3. The public authorities law is amended by adding a new section

2405-f to read as follows:

§ 2405-f. New York state community restoration fund. (1) Definitions.

For the purpcoses of thig gection, the following terms shall have the

following meanings:

{a) "fund" shall mean the New York state community restoration fund

established pursuant to gubdivigion two of this section:

(b} "regidential home loan™ ghall mean a first or subordinate Ilien

loan, including mortgage loang  purchased by the agency under section

twentv-four hundred five-b of this part, that is secured by a borrower'g

interest in: {i) residential real property., including ag defined in

section thirteen hundred five of the real property actiong and

proceedings law, and any improvements or structures thereon; (ii) @&
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share or shares of a cooperative corporation that entitles a borrower to

a housing unit; or (ijdi) a residential sgtructure that is part of a

condominium development. Regsidential home loan shall also include inter-

est, taxes, homeownership associationg fees, carrving charges, and other

liens encumbering the residence;

{c¢) "vacant and abandoned" residential real property shall mean (i)

residential real property, as defined in section thirteen hundred five

of the real property actions and proceedings law, where the property is

not occupied by the tenant, as that term is defined in section thirteen

hundred five of the real property actions and proceedings law, homeown-

er, or mortgageor and (ii) either:

(A} the property is a risk to the health, safety, or welfare of the

public, or any adjoining or adjacent property owners, due to acts of

vandalism, loitering, criminal conduct, or physical degstruction or dete-

rioration of the property; or

(B) the relevant governmental authority has declared the property

unfit for occupancy and either ordered that the property remain vacant

and unoccupied or ordered that the property be demolished; or

{C) each homecowner or mortgagor has separately informed the mortgagee,

in writing, that they do not intend to occupy the property in the

future, and
iii) where indicia of lack of occupancy may include, but shall not be

limited to: (A) overgrown or dead vegetation; (B) accumulation of news-

papersg, circulars, flvers, or mail; (C} past due utilitv notices,

disconnected wutilities or utilities mnot in use; (D) accumulation of

trash, refuse or other debrig; (E} absence of window coverings such as

curtaing, Dblinds, or shutters; (F) abgence of furnighings or personal

itemg congigtent with residential habitation: (G) one or more boarded,
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migging or broken windows; (H} the property is open to casual entry or

trespasg; (I} the property has a buildin or gtructure that 4isg or

appears structurally ungsound or hag any other condition that presents a

potential hazard or danger to the gafety of persons, and

{(iv} where sgsuch regidential zreal property shall not be consgidered

"vacant and abandoned™ if, on the propertv: (A} there ig an unoccupied

building which is undergoing construction, removation, or rehabilitation

that is proceeding to completion, and the building ig in compliance with

all applicable ordinances, codeg, regulations, and statutes; (B) there

ig a building that is secure, but ig the subject of a probate action,

action to guiet title, or other gimilar ownership digpute; (C) there ig

a building damaged by natural disaster upon declaration of a gtate

disaster emergency by the governor pursuant to section twentv-eight of

the executive law relating to any claim arisgsing from the cause of such

declaration, while awaiting funds to repair; or (D) there ig a building

occupied on a seasonal bagis, but otherwise zecure;

(d} "homeowner" ghall mean a natural person who has a legal interest

in the property other than a tenant and is the occupant of a residence

that gecuresg guch residential home loan;

fe) meligible institution” shall mean a community development finan-

cial dnstitution or a community development financial institution part-

nered with a not-for-profit, housing counseling agency, land bank, or

other local govermnment entity, or any of the aforementioned, either on

their own or partnered with a community development financial dinstitu-

tion., An eligible communitv development financial institution shall have

a record of gsuccess in serving investment areag or targeted populations;

and/or ghall have aareed to expand its operationsg into a new investment

area or to serve a new targeted population, offer more products or
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services, or increase the volume of its current buginesgs. Eligible not-
for-profits shall, among other things, have the ability _to: undertake

repair or rehabilitation efforts; carry out property and asset manadge-

ment including servicin undertake demolition; and/or provide agsist-

ance in finding housing options, market properties for sale or rental;

coordinate rovide, and/or connect homeowners to counselin mediation

legal representation, and negotiate on behalf of homeowners seeking a

residential home loan payment modification, provide training and support

for counselors, mediators, and attorneys regarding such asgistance to

homeowners, as well as provide credit counseling:

(£) "community development financial institution™ or "CDFI" shall mean

an organization Jlocated in thig state which has been certified as a

community development financial ingtitution by the federal community

development financial ingtitutions fund, as established pursuant to 12

U.8.C. 4701 et seq., as amended from time to time;

{g) "investment area" meang a geographic area that ig determined by

the agency, from time to time, ags meeting criteria indicative, as of

such time, of economic distresgs, including unemployment rate; foreclo-

sure zrate; percentages and numbers of low-income residents:; per capita

income and per capita real propertyv wealth; and such other indicators of

distress as the agency shall determine. Economically distresgsed areag

may _include counties, cities, municipalities, block numbering areas, and

census  tracts. The program shall to the fullest extent possible gtrive

for regional diversity in providing foreclosure relief and aggistance

consistent with the program goals to communities throughout New York

state that are impacted by the foreclogure criges;

{h} "lender" means banks ag defined in gection twenty-four hundred two

of this part, investors including institutional investors, the agency,
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any state agency authorized to acguire and hold regsidential home loans,

mortgage servicers and other private, non-bank entities that may own and

hold a mortgage and mortgage note, the federal houging adminigtration,

the U.S8. department of agriculture rural development corporation, the

U.S5. department of housing and urban development, the federal housing

finance agencv, and any privately owned, publicly chartered entitieg and

whollv-owned corporate instrumentalities of the United States within the

U.S. department of houging and urban development created by congress to

encourage lending and reduce costs primarilv in the housing sector of

the economy; and

(i) "residence" means residential real property as defined in section

thirteen hundred five of the real property actions and proceedings law.

{(2) The agency is hereby directed to establish and administer a fund

to be known as the "New York state community zrestoration fund," which

shall consist of monies deposited therein. Nothing contained in this

section shall prevent the agency from receiving grants, giftsg, or other

monies from other sources, or bequests and deposgiting them into the

fund. The agency shall not commingle the monies in such fund with any

other monieg of the agency.

{3) The monies in the fund shall be eligible to be used by the agency

under program guidelines establighed by the board of directors of the

agency, in congultation with an advigory council to be created by the

agency comprigsed of a minimum of seven members, where a majority of the

membership of the council will be comprised of representatives from

non-profit memberg of the community with knowledge of foreclosures,

housing, or community development needs in communities hard hit by fore-

closures. The guidelines shall include, among other things, regquire-

ments to ensure that fund monieg are expended based upon demongtrable
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community needs, for the purposes set forth in this subdivigion, and may

also be awarded by the agency to eligible institutions following the

process established pursuant to subdivigsion four of this section, to:

(a} acquire, purchase, or sell regsidences and/or mortgage notes on

residential home loans and regidencesg at or below market rates, oxr at

par 1if so reguired to satisfy legal or programmatic restrictions appli-

cable to the purchase of anv mortgage loans expected to be acguired,

from lenders or from local, state, and/or the federal government at

auction, short sale, or other private or public sale with the intent to:

(i) where possible, provided the homeowner can demonsgtrate an economic

hardship, as such term is defined under the adency's gquidelines, in

congultation with the advisory council, meodify the residential home loan

to an affordable rate to _keep the current homeowners in the propertv;

(i) permit the homeowner, provided the homeowner can demongtrate an
economic hardsghip, as such term is defined under the agency's guide-

lines, in congultation with the advisory council, to transfer his or her

ownership interest in the home to the agency or to an eligible institu-

tion and to remain in the residence as a tenant on agreed-upon terms, or

gbtain assgistance from the agency or an eligible institution to acguire

a new affordable residence:;

(iii) rehabilitate digtressed properties; and/ox

(iv) demolish homes that are dilapidated or reasonably beyvond repair.

b nmake rants and Jloans to eligible homeowners or to potential

buvers of residences in the investment areas:; or

(¢) fund not-for-profit developers, affordable housing developers, and

not-for-profit agencies to acquire vacant and abandoned properties or

other real property, mortgages, or mortgage notes acguired under this

program, and develop such proverties into affordable housgsing and to work
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with homgowners in the invegtment area eligible to be assisted under

this section, through activities such as foreclosure prevention coun-

seling, providing new homeowner training, home repair and rehabili-

tation, property and asset management, demolition, and marketing proper-

ties for gale and rental,

(4) (a) Tn awarding funding to eligible institutions, the agency shall

select from eligible dngtitutions pursuant to criteria establighed by

the agency's board of directors, in consultation with the advigory coun-

¢il established in subdivision three of this section, which c¢riteria

shall incliude, but not be limited to:

{i) _ the experience and background of the eligible institution's board

of directors or management team;

{ii) the extent of need within the investment areas or targeted popu-

lations;

(iii) the extent of economic¢ distress within the investment areas or

the extent of need within the targeted populations;

{(iv) the extent of the eligible institution's current and planned

community involwvement;

(v} the extent to which the eligible institution will increase its

regources through coordination with other eligible imnstitutions or

encourage collaborative applications by multiple eligible institutions:

(vi) in the cagse of an institution with a prior history of sgserving

investment areas or targeted populations, the extent of succesg in gerv-

ing such areas or populations;

{vii} the extent to which eligible ingtitutions would use funds to

regstructure zresidential home lcang to allow homeowners to continue to

occupy their residences; and

viii) other factors deemed £o be appropriate by the agency.
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b) ITn allocating funding to eligible institutiong, the agenc shall

be authorized to make funding available in any manner necessgary for such

eligible institution to parxticipate in auctions disposing of mortgage

notes or residences.

{5) The agency's board of directors shall establish, in congsultation

with the advisorv council establigshed in gubdivision three of thisg

section, guidelines to:

{a) develop application and reporting procedures for eligible insti-

tutions to use to apply for funds to carry out the provisions of this

section and criteria for use by the eligible institutions that receive

funds pursuant to this gection to evaluate applications for assistance

from homeowners:

{b) develop guidelines for funds issued to and loans issued by the

agency and by eligible institutions, including guidelines for use by the

agency for purchase and sales of residences and/or mortgages and notes;

{(c¢) establish the procedure by which eligible institutions are

selected and compensated, including establishing the relative importance

and/or weight given to each criterion;

{d) establish terms by which eligible institutions shall maintain and

utilize funds received pursuant to this section, provided however that

eligible dinstitutions shall keep such funds separate from all other of

its buginess or fiduciary accounts;: and

{e) establish terms by which the eligible institutiong shall repay the

fund for moniegs allocated to them pursuant to this gection, if applica-

ble.

(6) Nothing in this section shall preclude an eligible institution

from working with or coordinating activities and/or services with any

entity that handles and facilitates the trangfers of mortgage notes
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and/or property to eligible entities under this section; provided,

however, that any funds awarded to an eligible institution shall only be

used to advancde the purposes of thig section.

(7} The agency shall gubmit a report to the governor, the speaker of

the asgembly, the minority leader of the assembly, the temporary presi-

dent of the senate, and the minority leader of the genate on or before

the first of Februarv each vear. Such report shall include, but not be

limited to, a detailed degscription of the use of funde by the agency for

programs under this section, and of the use of funds for each eligible

institution receiving funds under this section.

§ 4. Severability clause. If any clause, sentence, paragraph, subdivi-
sion, section or part of this act shall be adjudged by any court of
competent Jjurisdiction to be invalid, such judgement shall not affect,
impair, or invalidate the remainder therecf, but shall be confined in
its operation to the clause, gentence, subdivision, section or part
thereof directly involved in the controversy in which such judgement
shall have been rendered. It isg hereby declared to be the intent of the
legislature that this act would have been enacted even if such invalid
provisions had not been included herein.

§ 5. This act shall take effect immediately.




