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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2040 *%5°

| NTRODUCED BY CGRUCELA, CARRCLL, COHEN, GEORGE, CALTAG RONE,
CONKLI'N, DALLY, FLECK, GEI ST, HARHAI, HARKI NS, HENNESSEY,
HERSHEY, HORNAMAN, JAMES, W KELLER, KOTI K, KULA, LEACH
LONG ETTI, MAHONEY, MANDERI NO, MANN, MELI O M COZZI E,
R MLLER, MLNE, MJRT, MYERS, M O BRI EN, PETRONE, QU NN
RAPP, READSHAW RElI CHLEY, SH MKUS, S| PTROTH, K. SM TH
SOLOBAY, STEIL, STERN, TANGRETTI, J. TAYLOR, WATSOQON,
WOINARGCSKI , YUDI CHAK AND J. WHI TE, NOVEMBER 15, 2007

REFERRED TO COW TTEE ON COMMERCE, NOVEMBER 15, 2007
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AN ACT

Amending Title 53 (Municipalities Generally) of the Pennsylvani a
Consol idated Statutes, providing for a home purchase | oan
programto be adm ni stered by the Pennsyl vani a Housi ng
Fi nance Agency; establishing the Affordabl e Housing Trust
Fund; providing for a program of hone nortgage insurance to
be adm ni stered by the Pennsyl vani a Housi ng Fi nance Agency;
and establishing the Housing I nsurance Fund.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. Chapter 60 of Title 53 of the Pennsylvani a

Consolidated Statutes is anmended by adding a subchapter to read:

Sec.

6031.

SUBCHAPTER D

AFFORDABLE HOUSI NG TRUST FUND

AND HOVE MORTGAGE | NSURANCE PROGRAM

Definitions.

6032.

Af f or dabl e Housi ng Trust Fund.
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6033. Hone nortgage i nsurance program

§ 6031. Definitions.

The foll owi ng words and phrases when used in this subchapter

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Agency." The Pennsyl vani a Housi ng Fi nance Agency.

"Annual incone." The total annual incone of all nenbers of a

famly from whatever source derived, including, but not limted

to, pension, annuity, retirenment and Social Security benefits,

but may exclude the follow ng as the Pennsyl vani a Housi ng

Fi nance Agency may establish by rule or requl ati on:

(1) Reasonabl e all owances for dependents.

(2) Reasonabl e all owances for nedi cal expenses.

(3) Al or a proportionate part of the earni ngs of

dependent fam |y nenbers.

(4) |Incone not received reqgul arly.

"I nsurance fund." The Housi ng | nsurance Fund established in

section 6033(a) (relating to hone nortgage i nsurance program

"Lending institution." Any of the following if it

custonmarily provides residential nortgage services or otherw se

aids in the financing of nortgages on residential housing in

this Conmonweal t h:

(2) Bank and trust conpany.

(3) Trust conpany.

(4) Savi ngs bank.

(5) National banki ng associ ati on.

(6) Federal National Mortgage Associ ati on.

(7) Federal Hone Loan Mortgage Cor poration.

(8) CGovernnent National Mortgage Associ ati on.
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(9) Pennsyl vani a Housi ng Fi nance Agency.

(10) WNortgage banker.

(11) FHA-approved nortgage servi ce conpany.

(12) Savi ngs and | oan associ ati on.

(13) Federal savings and | oan associ ati on.

(14) Building and | oan associ ati on.

(15) Credit union.

(16) A financial institution simlar to those listed in

par agr aphs (1) through (15).

"Lowi ncone and noder ate-i ncone persons" or "l owincone and

noderate-incone famlies." An individual who or famly that

cannot afford to pay the anpunts at which private enterprise,

w thout the assi stance of section 6032 (relating to Affordable

Housi ng Trust Fund), is providing a substantial supply of

decent, safe and sanitary housi ng. The Pennsyl vani a Housi ng

Fi nance Agency shall establish incone linmits for participation

of such persons and fanmlies, based on countyw de i ncone

statistics, where avail abl e.

"Mortgage." A lien other than a judgnent on a fee sinple

estate or | easehold in real property located in this

Commpnweal th, together with the credit instrunents, if any,

secured by it. The termshall include i nsured and uni nsured
nortgages.
"Mortgagor." An individual, joint venture, partnershinp,

limted partnership, trust, corporation, cooperative or

condoni ni um whet her organi zed for profit or not for profit.

"Trust fund." The Affordabl e Housi ng Trust Fund establi shed

in section 6032 (relating to Affordabl e Housi ng Trust Fund).

8 6032. Affordabl e Housi ng Trust Fund.

(a) Establishnent.--There is hereby establi shed under the
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jurisdiction and control of the agency the Affordabl e Housi ng

Trust Fund, as a permanent revolving fund of identifiable,

renewabl e and segregated capital to be used by the agency in

accordance with this section. The agency shall hold trust fund

noneys separate and distinct fromits other assets and ot her

funds which it adnini sters.

(b)Y Sources of trust fund.--There shall be paid into the

trust fund:

(1) Al noneys appropriated by the General Assenbly for

inclusion in the trust fund.

(2) Revenue collected fromthe i nposition of the

surcharge on recorded docunents under subsection (j).

(3) Gants, donations, contributions or gifts from

public or private sources specifically earnarked for deposit

into the trust fund.

(4) The proceeds fromthe sale of property, real,

personal or otherw se, which may be gi ven or donated to the

agency for use in connection with the trust fund.

(5) Any npney nade avail able to the agency under the

provi sions of this subchapter.

(6) Al interest, dividends and pecuni ary gains from

i nvestnent of noney in the trust fund.

(7)) Repaynents of principal and interest on | oans

provided fromthe trust fund.

(8) Al other revenues, recei pts and fees of whatever

source derived fromthe operati on of the trust fund.

(c) Use of trust fund.--The agency shall use nobneys in the

trust fund for the purpose of enabling | owincone and noder at e-

i ncone persons and fanilies to attain hone ownership through,

but not limted to, any or all of the foll owi ng prograns:
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1 (1) The Honme Purchase Loan Program which shall consi st
2 of second or subsequent nortgage |oans or grants, the

3 proceeds of which can be used to provide closing cost

4 assi stance, down paynent assi stance or both types of

5 assistance to eligible honebuyers. Repaynent nay be deferred
6 by the agency for a period up to the length of the first

7 nortgage but shall be repaid at the tine of a sale, transfer
8 or _nonowner occupancy of the property or upon paynent in ful
9 or _a refinance of the first nortgage. The agency nay all ow
10 subordination of the nortgage | oan where the first nortgage
11 is being refinanced to produce nore favorable repaynent terns
12 for the honeowner or to enable the honeowner to nake repairs
13 necessary to preserve the property.

14 (2) The Mrtgage Interest Subsidy Program which shal
15 consi st of second or subsequent nortgage | oans and grants,
16 t he proceeds of which can be used to buy down interest rates
17 for eligible honebuyers, thereby producing an affordable

18 nont hly nortgage paynent. Repaynent of the | oans nmay be

19 deferred by the agency for a period of up to the I ength of
20 the first nortgage and shall be repaid in the sane manner as
21 set forth in paragraph (1).
22 (d) Eligibility criteria.--Persons or famlies nust neet the
23 following criteria to be eligible to participate in _a program
24 set forth in subsection (c):
25 (1) Applicants nust be persons or famlies whose annual
26 incone _adjusted for famly size does not exceed 115% of
27 nedi an_househol d i ncone for the county in which the property
28 is located. The agency may establish additional criteria
29 limting certain kinds of assistance to persons of |ow or
30 very | ow i ncone.
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(2) Applicants nust be persons or famlies who have not

had an ownership interest in residential real property within

the previous three years. This paragraph may be wai ved by the

agency in the case of single-parent fanmlies.

(3) Applicants nmust have insufficient assets or incone,

as determ ned by the agency to be able to purchase the

property w thout the assi stance provided by this section.

(4) The agency shall require honebuyers to undergo hone

owner shi p counseli ng as approved by the agency as a condition

of the receipt of a grant and/or | oan.

(5) The agency shall establish limts on the anpunt of

noney avail able to each applicant.

(e) Distribution of noneys.--The agency shall use its best

efforts to distribute nobneys in the trust fund on a regqi onal

basis in the sane proportion to where the noneys were derived,

provi ded, however, that the distribution of noneys in the

restricted account within the trust fund, created under

subsection (1), shall not be consi dered when the agency

distributes the renmai ni ng noneys in the trust fund i n accordance

wi th subsections (c) through (i). Any Federal funds or npbneys

donated to the trust fund fromoutside this Commonweal th can be

used by the agency anywhere in this Commonweal t h.

(f) Participating | enders.--The foll owi ng | endi ng

institutions shall be eligible to participate in prograns

aut hori zed by this section, subject to such standards, criteria

and procedures as shall be established by the agency:

(1) Lending institutions that originate first nortgage

|l oans in conjunction with any of the agency's single famly

honme purchase prograns.

(2) Lending institutions that originate first nortgage

20070H2040B2859 - 6 -
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|l oans in conjunction with a hone purchase program operated by

a nmunicipality, nunicipal authority or a residential finance

(3) Oher lending institutions approved by the agency

whi ch have agreed to conply with honebuyer eligibility and

ot her requirenments of subsection (d).

Funds will be nade avail able in such anpbunts as the agency shal

deternmine in order to neet the requirenents of subsection (e)

and within the financial limtations of the trust fund.

(g) WMatching funds.--The agency may use noney fromthe trust

fund to match Federal, State, |local or private noney to be used

for progranms whi ch have the purpose of fostering hone ownership

by persons and famlies of |ow income and npderate i ncone.

(h) Housi ng counseling prograns.--The agency nmay use noney

fromthe trust fund to pay for techni cal assistance, design,

fi nance and admi ni strative servi ces and housi ng counsel i ng

services provided to applicants by nonprofit housi ng devel opnent

corporations or other conmmunity-based or nei ghbor hood-based

organi zati ons.

(i) Adnmnistrative expenses.--The agency nay use noney from

the trust fund to pay reasonabl e expenses incurred in connecti on

with adm nistering the trust fund and operati ng the prograns

aut hori zed under this section.

(i) I nposition of surcharge.--

(1) There is hereby i nposed a real estate docunent

surcharge in the anount of $10 for every deed, nortgage or

other instrunent for which a recording fee is provi ded and

which is recorded in the office of the recorder of deeds in

each county of this Conmbnweal t h.

(2) The surcharge shall be in addition to any other
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recording fee or other charge lawfully coll ected by the

recorder of deeds and shall be paid by the recorder of deeds

to the Departnent of Revenue at the sane tine and in the sane

manner as the realty transfer tax.

(3) The Departnent of Revenue shall renmit forthwith to

the agency for deposit to the trust fund all noneys recei ved

in connection with the real estate docunent surcharge.

(k) County participation.--

(1) The county comm ssioners or the governi ng body of a

county with a down paynent or cl osing cost assi stance program

est abl i shed under the provisions of this subchapter nmay el ect

to not participate in the trust fund. El ection to not

participate in the trust fund shall be evidenced by an

ordi nance enacted by the county conmi ssioners or the

gover ni ng body of such county.

(2) The surcharge under subsection (j) shall be inposed

and any noneys recei ved shall be deposited into the trust

fund until such an ordi nance is enacted under this

subsection. Any real estate docunent recorded in the office

of the recorder of deeds in a county whi ch has enacted an

ordi nance under this subsection shall not be subject to the

sur charge i nposed by subsection (j).

(3) The residents of a county which has enacted an

ordi nance under this subsection shall be ineligible to

recei ve any noneys fromthe trust fund until the county

conmmi ssi oners or the governi ng body of the county repeals the

ordi nance. The recorder of deeds of the county shall beqgin

coll ecting the surcharge i nposed by subsection (j) 60 days

after the repeal is effective.

(1) Third class cities program --

20070H2040B2859 - 8 -
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(1) The county comm ssioners or the governi ng body of a

county in which a city of the third class is | ocated nay

el ect by ordi nance to i npose a surcharge of $1 on every deed,

nortgage or other instrunent for which a recording fee is

provi ded and which is recorded in the office of the recorder

of deeds. This surcharge shall be in addition to any other

recording fee or other charge lawfully coll ected by the

recorder of deeds.

(2) The surcharge shall be paid by the recorder of deeds

to the Departnent of Revenue at the sane tine and in the sane

manner as the realty transfer tax. The Departnent of Revenue

shall remt forthwith to the agency for deposit into a

restricted account within the trust fund all npbneys received

in connection with the surcharge i nposed under this

subsecti on.

(3) |In accordance with subsections (c) through (i),

wher e applicable, the agency shall use the noneys in the

restricted account only for the purpose of enabling | ow

i ncone and noder ate-i ncone persons and fanilies to attain

home ownership within a city of the third cl ass | ocat ed

within a county where the noney was collected. |If there is

nore than one city of the third class within a county

i mposi ng a surcharge under this subsecti on, the npbneys

distributed for use in a city of the third class shall be

based upon the total population of all cities of the third

class within the county where the noney was coll ect ed,

di vided by the total population of a city of the third cl ass

where the noneys will be distributed.

(4) |If all of the noneys in the restricted account

cannot be distributed under this subsecti on, the agency shal

20070H2040B2859 - 9 -
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distribute the noneys in accordance with subsection (e).

(m Sem annual report.--The agency shall report to the

Governor and the General Assenbly on a seni annual basi s,

correspondi ng with the begi nni ng of each two-year | eqgislative

session, on the i ncone and expenses of the trust fund and its

uses, including the nunber and anounts of | oans and grants nnde,

t he nunber and types of residential units assisted, the i ncone

| evel s of persons assisted and the geographi cal distribution of

| oans and grants nade.

(n) Expiration.--The trust fund, together with its statutory

functions and duties, and this section, shall ternm nate on

Decenber 31, 2010, unl ess reestablished or conti nued by the

CGCeneral Assenbly. The Leqi sl ati ve Budget and Fi nance Conmittee

shall be required to present to the General Assenbly a report

eval uating the trust fund by Decenber 31, 2009. This report

shal|l provide the General Assenbly with a recommendati on as to

whet her the trust fund is to be continued and, if so, the

changes whi ch are suqggested by the conmmittee to i nprove the

operation of the trust fund.

8 6033. Hone nortgage i nsurance program

(a) | nsurance Fund establi shed. - -

(1) There is hereby established under the jurisdiction

of the agency, or any nonprofit corporate subsidiary it nay

create for this purpose, an insurance reserve fund called the

Housi ng | nsurance Fund.

(2) There shall be paid into the insurance fund:

(i) Al noney appropriated by the General Assenbly

for inclusion in the i nsurance fund.

(ii) Al proceeds fromthe i ssuance of bonds by the

agency for inclusion in the insurance fund.

20070H2040B2859 - 10 -
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(iii) Al premuns collected under the hone nortgage

i nsurance_program

(iv) Al interest, dividends and gains from

i nvest nent of nobney of the insurance fund.

(v) Any other noney available to the agency which it

deternm nes to use for this purpose.

(3) WMoney held in the i nsurance fund shall be used to

nmake paynents pursuant to honme nortgage insurance contracts,

to pay any or all expenses of adm nistration and operati on of

the hone nortgage i nsurance program and to maintain the

i nsurance fund at an anount equal to prudent n ni num

i nsurance reserves as determ ned by the agency. Any noney in

the i nsurance fund in excess of that required for the

af oresai d purposes nay be all ocated by the agency to the

trust fund established under section 6032 (relating to

Af f or dabl e Housi ng Trust Fund).

(b) Hone nortgage i nsurance program --The agency, or any

nonprofit corporate subsidiary of the agency forned for this

pur pose, nay create, devel op, adm ni ster and supervi se the

admi ni stration of the hone nobrtgage i nsurance programin

cooperation with public or private nortgage i nsurers to

encour age hone ownership for | owincone and noder ate-i ncone

persons and fanmlies who are unable to purchase a hone w t hout

nortgage i nsurance or sinmlar credit enhancenents. In this

connecti on, the agency nay:

(1) Enter into contracts to insure, reinsure or coinsure

the repaynment of | oans secured by nprtgages on single-famly,

owner - occupi ed residences |located in this Conmopbnweal t h.

(2) Procure reinsurance or coi nsurance or enter into

reci procal or interinsurance contracts fromand with any

20070H2040B2859 - 11 -
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agency of the United States, | ocal agency or any |licensed

private nprtgage i nsurer Or reinsurer

(3) Neqgotiate, solicit, sell and otherwi se deal with

home nortgage | oan i nsurance policies.

(4) Prescribe fornms of policies, establish prem uns and

ot herwi se i npl enment the hone nortgage i nsurance program

(c) Eligibility requirenents.--

(1) To qualify for |oan i nsurance pursuant to this

section, a borrower shall be a purchaser of a single-famly,

owner - occupi ed residence who is qualified and financially

able to bear the usual expenses of nmi ntai ning such

resi dences and repayi ng the | oan. The agency nmay i nsure or

i ssue conmitnents to i nsure | oans upon certification of an

officer of an approved | ending institution that the borrower

is qualified for the | oan according to standard single-fanm|ly

| endi ng practices and agency qui del i nes.

(2) The nortgage | oan shall exceed a 95% | oan-t o-val ue

rati o, but shall not exceed a 100% | oan-to-val ue rati o.

(3) The nortgage | oan and rel ated docunents shal

contain such terns as are satisfactory to the agency.

(4) A borrower that is approved for nortgage insurance

under this section shall be required to conplete a hone

owner shi p counsel i ng program as approved by the agency.

(d) Loan defaults.--The agency shall establish procedures to

be followed by lending institutions in the event of a default on

the | oan i nsured under this section. The agency nay require

that, prior to subni ssion and paynent of a claim the | ending

instituti on nust forecl ose and take possessi on of the property

or otherwi se acquire title and possessi on of the property w thin

the tine specified by the agency.

20070H2040B2859 - 12 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(e) Hone nortgage i nsurance prem uns. --The agency shall fix

nort gage i nsurance prenmiuns for the i nsurance of nortgage | oans

under the provisions of this section. The anount of preni um need

not be uniformfor all insured | oans.

(f) Status of nobrtgages as i nvestnents.--Loans secured by

nort gages, the paynment of which are insured by the agency, shal

be | egal investnents for trust conpani es; banks; investnent

conpani es; savi ngs banks:; buil ding and | oan associ ati ons;

executors, adm nistrators, qguardi ans, conservators, trustees and

other fiduciaries; public and private pension, profit-sharing

and retirenent funds; the State Treasurer; and agenci es of the

Commpnweal t h.

(g) Licensure exenption.--The authority granted to the

agency by this section, or to any nonprofit corporate subsidiary

it may create for this purpose, is intended to be in conplete

substitution of all licensing, filing and other requl atory

requi renents ot herwi se applicable to i nsurance carriers doi ng

busi ness in this Commonweal th and the agency or its nonprofit

corporate subsidi ary.

(h) Expiration.--The i nsurance fund, together with its

statutory functions and duties, and this section shall expire on

Decenber 31, 2010, unl ess reestablished or conti nued by the

CGCeneral Assenbly. The Leqi sl ati ve Budget and Fi nance Conmittee

shall present to the General Assenbly a report eval uating the

i nsurance fund by Decenber 31, 2009. This report shall provide

the General Assenbly with a recommendati on as to whet her the

i nsurance fund is to be continued and, if so, the changes whi ch

are suggested by the commttee to i nprove the operati on of the

i nsurance fund.

Section 2. This act shall take effect as foll ows:
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(1) The addition of 53 Pa.C.S. 88 6032(j) and 6033 shal
take effect in 60 days.

(2) The remainder of this act shall take effect

AW N P

i mredi ately.
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