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AN ACT

Amendi ng the act of Decenber 3, 1959 (P.L.1688, No.621),

entitled, as anended, "An act to pronote the health, safety
and wel fare of the people of the Commonweal th by broadeni ng

t he market for housing for persons and fam lies of |ow and
noderate i nconme and all eviating shortages thereof, and by
assisting in the provision of housing for elderly persons

t hrough the creation of the Pennsylvania Housing Fi nance
Agency as a public corporation and gover nnment

instrumentality; providing for the organization, menbership
and administration of the agency, prescribing its general
powers and duties and the manner in which its funds are kept
and audited, enpowering the agency to nake housing | oans to
qgqual i fied nortgagors upon the security of insured and

uni nsured nortgages, defining qualified nortgagors and
providing for priorities anong tenants in certain instances,
prescribing interest rates and other terns of housing | oans,
permtting the agency to acquire real or personal property,
permtting the agency to make agreenments with financial
institutions and Federal agencies, providing for the purchase
by persons of |ow and noderate inconme of housing units, and
approving the sale of housing units, permtting the agency to
sell housing |oans, providing for the pronul gati on of

regul ations and fornms by the agency, prescribing penalties
for furnishing false information, enpowering the agency to
borrow noney upon its own credit by the issuance and sal e of
bonds and notes and by giving security therefor, permtting

t he refundi ng, redenption and purchase of such obligations by
t he agency, prescribing remedies of holders of such bonds and
not es, exenpting bonds and notes of the agency, the incone
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therefrom and the incone and revenues of the agency from

taxation, except transfer, death and gift taxes; making such

bonds and notes | egal investnents for certain purposes; and

i ndi cati ng how the act shall becone effective,” further

provi di ng for honeowner's energency assi stance.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 401-C(a) of the act of Decenber 3, 1959
(P.L.1688, No.621), known as the Housi ng Fi nance Agency Law,
anended May 31, 1984 (P.L.364, No.73) and Decenber 18, 1992
(P.L.1652, No.182), is anended to read:

Section 401-C. General Authority.--(a) The Pennsylvania
Housi ng Fi nance Agency, hereinafter referred to as the "agency,"
may meke | oans secured by liens on residential real property
| ocated in Pennsylvania to residents of Pennsylvania eligible
for such |loans as described in this article. For the purpose of

this article, the term"nortgage" shall include any obligation

evi denced by a [security docunment] note or other debt instrunent

and secured by a lien upon real property located within this
Commonweal th [including, but not limted to, a deed of trust and
| and sal e agreenment]. The termshall also include an obligation

evi denced by a [security lien] note or other debt instrunent and

secured by a lien on real property upon which an owner-occupi ed

nobil e hone is | ocated. The provisions of this article shall not
be applicable if:

(1) The property securing the nortgage is not the principal
resi dence of the nortgagor.

(2) The property securing the nortgage is not a one or two-
fam |y owner-occupi ed residence.

(3) The nortgage is insured by the Federal Housi ng
Adm ni stration under Title Il of the National Housing Act (12
U S C 88§ 1707-1715z-18).
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(4) The nortgage on the property was given by a noncorporate
seller, unless the noncorporate seller elects, in witing, in
the nortgage or el sewhere to be covered by this article. For
pur poses of this article "noncorporate seller” nmeans any person

[giving] who is given a nortgage by a buyer to secure repaynent

of the purchase price of real property who is not a bank, a

savi ngs and | oan associ ati on, a nortgage bank, a consuner
di scount company or other entity in the nortgage | ending
busi ness.

(5) The nortgagor is nore than [thirty-six (36)] twenty-four

(24) nonths delinquent or in default for nore than [thirty-six

(36)] twenty-four (24) nonths, pursuant to the terns of

nortgagor's residential nortgage. This requirenment shall nean

that if the nortgagor is nore than [thirty-six (36)] twenty-four

(24) consecutive or nonconsecutive nonths in arrears on the
residential nortgage in question, no matter what the reason
therefor, the agency shall not be authorized to make any | oans
her eunder to such nortgagor.

(6) The aggregate anount of arrearages due to a nortgagee

pursuant to the terns of the nortgage, wi thout regard to any

accel eration under the nortgage including, but not linmted to,

the anpunt of principal, interest, taxes, assessnents, ground

rents, hazard insurance, any nortgage i nsurance or credit

i nsurance prem uns, exceeds the sum of twenty-four thousand

doll ars ($24, 000).

(7)) |If the property is encunbered by nore than two

nort gages, other than a nortgage filed by the agency to secure

repaynent of the nortgage assi stance | oans, or by other |liens or

encunbrances whi ch woul d unreasonably inpair the security of the

agency's nortgage.
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* * %

Section 2. Section 402-C of the act is anmended by adding a
subsection to read:

Section 402-C. Notice and Institution of Foreclosure
Proceedi ngs.--* * *

(d) If notice is given pursuant to this section at | east

thirty (30) days prior to taking any action specified in this

section and such notice contains all of the information

prescri bed by the provisions of the act of January 30, 1974

(P.L.13, No.6), referred to as the Loan |Interest and Protection

Law, then no additional notice shall be required pursuant to

section 403 of the Loan Interest and Protection Law.

Section 3. Section 403-C(a) and (f) of the act, anmended or
added May 31, 1984 (P.L.364, No.73) and Decenber 18, 1992
(P.L.1652, No.182), are anended and the section is anmended by
addi ng a subsection to read:

Section 403-C. Notice Requirenents.--(a) Any nortgagee who
desires to forecl ose upon a nortgage shall send to such
nortgagor at his or her l|ast known address the notice provided
in subsection (b): Provided, however, That such nortgagor shal
be at | east sixty (60) days contractually delinquent in his
nort gage paynments or be in violation of any other provision of

such nortgage. If notice is given pursuant to this section, at

|l east thirty (30) days prior to taking any action specified in

section 402-C, and such notice contains all of the information

prescri bed by the provisions of the act of January 30, 1974

(P.L.13, No.6), referred to as the Loan Interest and Protection

Law, then no additional notice shall be required pursuant to

section 403 of the Loan Interest and Protection Law.

* * %
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(f) Notw thstandi ng any ot her provisions of this section, a
nort gagee shall not be required to send the uniformnotice
provi ded in subsection [(b) to any nortgagor who is nore than
thirty-six (36) nonths delinquent or in default for nore than
thirty-six (36) nonths, pursuant to the terns of nortgagor's
residential nortgage with nortgagee. This requirenent shall nean
that if the nortgagor is nore than thirty-six (36)] (b):

(1) to any nortgagor who is nore than twenty-four (24)

consecutive or nonconsecutive nonths in arrears on the
residential nortgage in question, no matter what the reason
therefor[, he shall be ineligible to receive the notice in
subsection (b).]; or

(2) where the aggregate anount of arrearages due to a

nort gagee pursuant to the terns of the nortgage, w thout reqgard

to any accel erati on under the nortgage includi ng, but not

limted to, the anmobunt of principal, interest, taxes,

assessnents, ground rents, hazard i nsurance, any nortgage

i nsurance or credit insurance prem uns, exceeds the sum of

twenty-four thousand ($24,000) doll ars.

(g) Notwi thstandi ng any other provisions of this section, a

nort gagee shall not be required to send the uni formnotice

provided i n subsection (b) to any nortgagor who has al ready been

sent the uni form noti ce and:

(1) who did not apply for a nortgage assi stance | oan;

(2) who applied for a nortgage assi stance | oan but whose

applicati on was deni ed; or

(3) whose nortgage assi stance di shursenents were tern nated

by the agency for any reason.

Unl ess the nortgagor has cured his or her nortgage deli nquency,

by neans of a nortgage assi stance | oan or otherw se, recei pt of
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parti al paynents of arrears fromthe nortgagor, subsequent to

the sendi ng of the uniformnotice, shall not nean that the

nort gagee nust send a new uniformnotice to the nortgagor prior

to |l egal action being taken to enforce the nortgage. A uniform

notice sent to the nortgagor, while the nortgagor was in

bankruptcy, shall be valid for the purpose of this act and no

new uni form notice need be provided as a result of any di scharge

or disnmi ssal of the bankruptcy petition or relief fromthe

autonati c stay.

Section 4. Section 404-C(a) of the act, amended May 31, 1984
(P.L.364, No.73) and December 18, 1992 (P.L.1652, No.182), is
amended to read:

Section 404-C. Eligibility for Assistance.--(a) No

assi stance may be nade with respect to a nortgage or nortgagor

under this article unless all of the follow ng are established:

(1) The property securing the nortgage, or other security
interest in the case of units in cooperative or condoni ni um
projects, is a one-famly residence, or two-fam |y owner-
occupi ed residence including one-famly units in a condom ni um
project or a menbership interest and occupancy agreenent in a
cooperative housing project, is the principal residence of the
nortgagor and is located in this Commonweal t h.

(2) (i) Any nortgagee has indicated to the nortgagor its
intention to forecl ose; and

(1i) paynents under any nortgage have been contractually
del i nquent for at |east sixty (60) days.

(3) The nortgage is not insured by the Federal Housi ng
Adm ni stration under Title Il of the National Housing Act (12
U S C 88§ 1707-1715z-18).

(4) The nortgagor is a pernmanent resident of this

19970H1426B1630 - 6 -
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Commonweal th and is suffering financial hardship due to
ci rcunst ances beyond the nortgagor's control which render the
nort gagor unable to correct the delingquency or delinquencies
within a reasonable tine and make full nortgage paynents.

(5) The agency has determ ned that there is a reasonabl e
prospect that the nortgagor will be able to resune full nortgage

paynents within [thirty-six (36)] twenty-four (24) nonths after

t he begi nning of the period for which assistance paynents are
provi ded under this article and pay the nortgage or nortgages in
full by its maturity date or by a |ater date agreed to by the
nort gagee or nortgagees for conpleting nortgage paynents.

(6) The nortgagor has applied to the agency for assistance
on an application formprescribed by the agency for this use
whi ch includes a financial statement disclosing all assets and
liabilities of the nortgagor, whether singly or jointly held,
and all househol d i ncone regardl ess of source. Any applicant who
intentionally m srepresents any financial information in
conjunction with the filing of an application for assistance
under this article may be denied assistance or required to
i mredi ately repay any anmount of assistance nmade as a result of
such m srepresentation, and the nortgagee may, at any tine
thereafter, take any legal action to enforce the nortgage
wi t hout any further restrictions or requirenments under this
article.

(7) The nortgagee is not prevented by |law from forecl osing
upon the nortgage.

(8) The agency has determ ned, based on the nortgagor's
financial statenent, that the nortgagor has insufficient
househol d i ncone or net worth to correct the delinquency or

del i nquencies within a reasonable period of time and nmake ful
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nort gage paynents.

(9) Except for the current delinquency, the nortgagor shal
have had a favorable residential nortgage credit history for the
previous five (5) years. This requirenment shall mean that, if
t he nortgagor has been nore than three (3) consecutive nonths in
arrears on a residential nortgage within the previous five (5)
years, he shall be ineligible for assistance, unless the
nort gagor can denonstrate that the prior delinquency was the
result of financial hardship due to circunstances beyond his
control

(10) For purposes of this section, in order to determ ne
whet her the financial hardship is due to circunstances beyond
the nortgagor's control, the agency may consider infornmation
regardi ng the nortgagor's enploynent record, credit history and
current incone.

(11) The nortgagor neets any ot her procedural requirenents
establ i shed by the agency.

(12) The nortgagor is not nore than [thirty-six (36)]

twenty-four (24) nonths delinquent or in default for nore than

[thirty-six (36)] twenty-four (24) nonths pursuant to the terns

of nortgagor's residential nortgage. This requirenent shall nean

that if the nortgagor is nore than [thirty-six (36)] twenty-four

(24) consecutive or nonconsecutive nonths in arrears on the
residential nortgage in question, no matter what the reason
therefor, he shall be ineligible for assistance.

(13) The property is not encunbered by nore than two

nort gages, other than a nortgage filed by the agency to secure

repaynent of the nortgage assi stance |oan, or by other |liens or

encunbrances whi ch woul d unreasonably inpair the security of the

agency's nortgage.
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* * %

Section 5. Sections 405-C(a), (b), (f) and (g), 406-C and
408-C of the act, added Decenber 23, 1983 (P.L.385, No.91), are
amended to read:

Section 405-C. Assistance Paynents.--(a) |If the agency
determ nes that a nortgagor is eligible for assistance under
this article, the agency shall pay directly to each nortgagee
secured by the nortgagor's real estate paynents on behal f of the
nort gagor. The agency shall pay to each nortgagee the ful
anount then due to that nortgagee pursuant to the terns of the
nortgage without regard to any accel eration under the nortgage,
or the full amount of any alternate nortgage paynents agreed to
by the nortgagee and nortgagor. This anount shall include, but
not be limted to, the amobunt of principal, interest, taxes,
assessnments, ground rents, hazard insurance, any nortgage
i nsurance or credit insurance premuns. The initial paynment nade
by the agency to each nortgagee shall be an anmount whi ch nakes
each nortgage current and pays reasonable costs and reasonabl e

attorneys' fees already incurred by such nortgagee. However, in

no event shall the total paynent exceed the sum equal to 24

consecuti ve or nonconsecutive nonths of arrears on any

resi denti al nortgage.

(b) After the agency has paid any and all arrearages
pursuant to subsection (a) to each nortgagee, the nortgagor may
be entitled to nonthly nortgage assi stance paynments pursuant to
this article. A nortgagor on whose behal f the agency i s naking
nort gage assi stance paynents shall pay nonthly paynments to the
agency. Such paynents shall be in an anount which will cause the
nortgagor's total housing expense not to exceed [thirty-five

(35)] forty-five (45) percent of the nortgagor's net effective

19970H1426B1630 - 9 -
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i ncome. This shall be the maxi mum anount the nortgagor can be

nortgagor is eligible for energency nortgage assistance[.]:

Provi ded, however, That beqginning July 1, 1997, and conti nui ng

thereafter, any nortgagor approved for continui ng nonthly

nort gage assi stance or whose conti nui ng nportgage assi stance i s

approved after being recertified by the agency, shall pay to the

agency a mni mnum nonthly paynent of at | east twenty-five ($25)

dollars for each nortgage being assisted. The nortgagor shal

make the above paynent to the agency at |east [seven (7)]

fifteen (15) days before each nortgage paynent is due to each

nort gagee. Upon receipt of this paynment fromthe nortgagor, the
agency or its duly authorized agent shall send the total

nort gage paynent directly to each nortgagee. "Housi ng expense"
shall be defined as the sum of the nortgagor's nonthly

[ mai ntenance,] utility, hazard insurance expense, real estate

taxes and required nortgage paynents, including escrows. "Net
effective incone"” shall be defined as gross househol d i ncone

less city, State and Federal incone and social security taxes.
"Gross househol d i ncone” neans the total incone of [a husband,

wi fe] the applicant, all other owner-occupants of the residence,

any spouse and children residing in the sane household as the
appl i cant and any other resident of the househol d decl ared by
the nortgagor as a dependent for Federal tax purposes. The

i ncone of other unrelated individuals residing in the househol d

shal|l be considered part of gross househol d i ncone to the extent

that their incone is nade avail able in support of the househol d.

If the nortgagor is receiving energency nortgage assistance
under a program other than that established in this article, the

anount of the paynment he or she is required to nake to the

19970H1426B1630 - 10 -
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agency under this article shall take into consideration the
anount of assistance he is receiving under such other prograns.
* * %
(f) Paynments under this article shall be provided for a

period not to exceed [thirty-six (36)] twenty-four (24) nonths,

ei ther consecutively or nonconsecutively[.], whether such

paynents are on account of arrears, continuing nonthly

assi stance or any conbi nation thereof, and shall not exceed the

sum of twenty-four thousand ($24,000) dollars on behal f of any

nortgagor. The agency shall establish procedures for periodic
review of the nortgagor's financial circunstances for the
pur pose of determ ning the necessity for continuation,
term nation or adjustnent of the anpbunt of the paynents.
Paynments shall be discontinued when the agency determ nes that,
because of the changes in the nortgagor's financi al
ci rcunst ances, the paynments are no | onger necessary in
accordance with the standards set forth in section 404-C

(g) Repaynent of anmounts owed to the agency from a nortgagor
shall be secured by a nortgage lien on the property and by such
ot her obligation as the agency may require. The priority of any
lien obtained by the agency under this article shall be
determned in the same manner as the lien of a general secured
creditor of the nortgagor. The lien or other security interest
of the agency shall not be deened to take priority over any
ot her secured lien or secured interest in effect against the
nortgagor's property on the date assi stance paynents begin. The
agency may al |l ow subordi nati on of the nortgage assistance |ien
i f such subordination is necessary to permt the nortgagor to
obtain a home i nprovenent |oan for repairs necessary to preserve

t he property.
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(h) In cases of joint nortgagors who are husband and wife,
where only one spouse who is an occupant of the nortgaged
prem ses nakes application for and receives assi stance under
this article, the lien to secure repaynent as aforesaid shall be
a lien on the property of like force and effect as a nechanic's
l'ien.

Section 406-C. Repaynent.--Upon approval of nortgage
assi stance, the agency shall enter into an agreenment with the
nort gagor for repaynent of all nortgage assi stance nade by the
agency plus interest as provided in paragraph (5). The agreenent
shall provide for nonthly paynments by the nortgagor and be
subject to the follow ng [forbearance] provisions:

(1) |If the nortgagor's total housing expense as defined in

section 405-Cis less than [thirty-five (35)] forty-five (45)

percent of his or her net effective incone, the nortgagor shal

pay to the agency the difference between [thirty-five (35)]

forty-five (45) percent of the nortgagor's net effective incone
and the nortgagor's total housing expense unl ess otherw se
determ ned by the agency after exam ning the nortgagor's
financial circunstances and ability to contribute to repaynent
of the nortgage assi stance.

(2) |If the nortgagor's total housing expense is nore than

[thirty-five (35)] forty-five (45) percent of his or her net

effective incone, repaynent of the nortgage assistance shall be
deferred until the nortgagor's total housing expense is |ess

than [thirty-five (35)] forty-five (45) percent of his or her

net effective incone[.]: Provided, however, That begi nning July

1, 1997, and continuing thereafter, any nortgagor who has

recei ved nortgage assi stance shall pay to the agency a m ni num

nont hly repaynent of at | east twenty-five ($25) dollars for each

19970H1426B1630 - 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

nort gage that was assi sted. Such m ni num nonthly repaynent shal

not result in the accrual of interest on the nortgage assi stance

| oan pursuant to paragraph (5).

(3) If repaynment of nortgage assistance is not made by the
date any nortgage is paid, the nortgagor shall nake nortgage
assi stance repaynents in an anount not |ess than the nortgage
paynent until the nortgage assistance is repaid.

(4) The agency shall establish procedures for periodic
review of the nortgagor's financial circunstances to determ ne
t he amobunts of repaynment required under this section.

Not wi t hst andi ng any ot her provision of this section, the agency

shall require full or partial repaynent of the nortgage

assi stance | oan once the nortgagor has established credit to the

extent that there is sufficient equity in the property for the

nortgagor to be able to refinance their nortgage obligati ons at

reasonable rates and terns as determ ned by the agency.

(5) Interest shall accrue on all nortgage assistance made by
the agency [at the rate of nine (9) percent per annum] at _a

rate to be determ ned by the agency. The agency shall set the

interest rate annually and publish notice of the rate in the

Pennsyl vania Bulletin prior to the begi nni ng of each fi scal

vear. In no event shall the rate be | ess than ei ght (8) percent

per annumor nore than fifteen (15) percent per annum | nterest

shall start to accrue whenever the nortgagor begins to make
repaynent under this section. Interest shall accrue only during
the period in which the nortgagor is required to make repaynent
under this section. When any nortgage for which nortgage

assi stance was made is paid, interest shall then accrue on al
nort gage assi stance due and owing at the sanme rate and on the

same basis as the nortgage for which the nortgage assi stance was

19970H1426B1630 - 13 -
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made.

(6) Al noneys received fromnortgagors for repaynent of
nort gage assi stance shall be deposited in the State Homeowner's
Emer gency Mortgage Assi stance Fund established by the agency for
t he sol e purpose of inplenmenting the provisions of this article.

Section 408-C. Honeowner's Energency Mortgage Assistance
Fund. - - The Honeowner's Energency Mrtgage Assistance Fund is
hereby created as a separate account within the agency for the
sol e purpose of inplenenting the provisions of this article. No
ot her agency funds, noneys or interest earnings shall be
utilized for the purposes of this article. [The Homeowner's
Emer gency Mortgage Assistance Fund shall only be utilized by the
agency whenever funds are specifically authorized and
appropriated by the General Assenbly pursuant to section 410-C
of this article for the purposes provided for in this article.
Al'l noneys paid by nortgagors to the agency to repay | oans
provi ded by the agency shall be accounted for and | apsed into or
transferred back to the source fromwhich the funds are
appropriated unless the funds cannot be | apsed or transferred
pursuant to any other act of the General Assenbly: Provided,
however, That investnent] lnvestnent and interest earnings on
nmoneys fromthis fund nmay be used by the agency for the

adm ni strative costs of the program The Honeowner's Energency

Mort gage Assi stance Fund shall operate as a revol ving | oan fund

to which shall be credited all repaynent of princi pal and

i nterest by nortgagors to the agency to repay | oans provi ded by

t he agency pursuant to this article, as well as grants or

donati ons from ot her sources and any funds that may be

appropri ated by the General Assenbly.

Section 6. Section 410-C of the act is repeal ed.
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1 Section 7. This act shall take effect in 60 days.
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