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

t hrough the creation of the Pennsylvani a Housing Fi nance
Agency as a public corporation and gover nnment
instrunmentality; providing for the organi zation, nenbership
and adm ni stration 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
qual 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
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bonds and notes and by giving security therefor, permtting

t he refundi ng, redenption and purchase of such obligations by

t he agency, prescribing renedies of holders of such bonds and

not es, exenpting bonds and notes of the agency, the incone

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 |l oans as described in this article. For the purpose of
this article, the term"nortgage" shall include any obligation
evi denced by a security docunment and secured by a |lien upon real
property located within this Conmonweal th including, but not
limted to, a deed of trust and |land sal e agreenent. The term
shall al so include an obligation evidenced by a security lien on
real property upon which an owner-occupi ed nobile home 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
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US C 88 1707-1715z-18).

(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 pren uns, exceeds the sum of sixty thousand doll ars

($60, 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
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agency's nortgage.

SECTION 3 2. SECTI ON 403-C(A) 403-C(B) AND (F) OF THE ACT,

AMENDED OR ADDED MAY 31,
1992 (P.L.1652, NO 182),

19970H1426B4189

1984 (P.L.364, NO 73) AND DECEMBER 18,

ARE AMENDED AND THE SECTION I S AMENDED

-4 -

<—
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BY ADDI NG A SUBSECTI ON TO READ:

SECTI ON 403-C. NOTlI CE REQUI REMENTS. --* * * <—
(B) [THE AGENCY SHALL PREPARE A UNI FORM NOTI CE FOR PURPOSES

OF TH' S SECTION AS FOLLOWS: THE NOTI CE SHALL LI ST CONSUMER

CREDI T COUNSELI NG AGENCI ES AND SHALL] (1) THE AGENCY SHALL

PREPARE A NOTI CE VWHI CH SHALL | NCLUDE ALL THE | NFORMATI ON

REQUI RED BY THI S SUBSECTI ON AND BY SECTI ON 403 OF THE ACT OF

JANUARY 30, 1974 (P.L.13, NO 6), REFERRED TO AS THE LOAN

| NTEREST AND PROTECTION LAW TH S NOTICE SHALL BE I N PLAIN

LANGUAGE AND SPECI FI CALLY STATE THAT THE RECI PI ENT _OF THE NOTI CE

MAY QUALIEFY FOR FI NANCI AL _ASSI STANCE UNDER THE HOVEOMNER' S

EMERGENCY MORTGAGE ASSI STANCE PROGRAM _THI'S NOTI CE SHALL CONTAIN

THE TELEPHONE NUMBER AND THE ADDRESS OF A LOCAL CONSUMER CREDI T

COUNSELI NG AGENCY. THI'S NOTI CE SHALL BE IN LI EU OF ANY OTHER

NOTI CE REQUI RED BY LAW THI S NOTI CE SHALL ALSO ADVI SE THE

MORTGAGOR OF HI'S DELI NQUENCY OR OTHER DEFAULT UNDER THE MORTGAGE
AND THAT SUCH MORTGAGOR HAS THI RTY (30) DAYS TO HAVE A FACE-TO

19970H1426B4189 - 5 -
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FACE MEETI NG WTH THE MORTGAGEE WHO SENT THE NOTI CE OR A
CONSUMER CREDI T COUNSELI NG AGENCY TO ATTEMPT TO RESOLVE THE
DELI NQUENCY OR DEFAULT BY RESTRUCTURI NG THE LOAN PAYMENT
SCHEDULE OR OTHERW SE. [ THE NOTI CE]

(2) THE NOTI CE UNDER PARAGRAPH (1) MJST BE SENT BY A

MORTGACEE AT LEAST THI RTY (30) DAYS BEFORE THE MORTGAGEE:

(1) ASKS FOR FULL PAYMENT OF ANY MORTGACE OBLI GATION, OR

(1) BEG NS ANY LEGAL ACTION, I NCLUDI NG FORECLOSURE, FOR

MONEY DUE UNDER THE MORTGAGE OBLI GATI ON OR TO TAKE POSSESS| ON OF

THE MORTGAGOR S SECURITY.

(3) THE PROPOSED NOTI CE UNDER PARAGRAPH (1) SHALL BE

PUBLI SHED BY THE AGENCY IN THE PENNSYLVANI A BULLETIN WTH N ONE

HUNDRED TVENTY (120) DAYS OF THE EFFECTIVE DATE OF TH' S

PARAGRAPH. THE NOTI CE ACTUALLY ADOPTED FOR USE BY THE AGENCY

SHALL BE PROMULGATED AS PART OF THE PROGRAM GUI DELI NES REQUI RED
BY SECTI ON 401- C(B).

(4) |F THE MORTGAGOR MEETS W TH A CONSUVER CREDI T COUNSELI NG
AGENCY, THE CONSUMER CREDI T COUNSELI NG AGENCY SHALL PROVPTLY
NOTI FY ALL OF THE MORTGAGEES SECURED BY THE MORTGAGOR S REAL
PROPERTY, AND NO MORTGAGEE SO NOTI FI ED SHALL COMVENCE ANY LEGAL
ACTI ON AGAI NST THE MORTGAGOR S REAL PROPERTY FOR A PERI OD NOT TO
EXCEED THI RTY (30) CALENDAR DAYS FROM THE DATE THAT THE
MORTGAGOR FI RST MEETS W TH THE CONSUMER CREDI T COUNSELI NG
AGENCY.

(5) THE NOTI CE SHALL | NCLUDE A STATEMENT THAT, |F THE
MORTGAGOR | S UNABLE TO RESOLVE THE DELI NQUENCY OR DEFAULT W THI N
THI RTY (30) CALENDAR DAYS OF THE MORTGAGOR S FI RST CONTACT W TH
El THER THE MORTGAGEE OR A CONSUVER CREDI T COUNSELI NG AGENCY, THE
MORTGAGOR MAY APPLY TO THE AGENCY OR | TS DULY AUTHORI ZED AGENT
AT THE ADDRESS AND PHONE NUMBER LI STED I N THE NOTI CE | N ORDER TO

19970H1426B4189 - 6 -
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OBTAI N AN APPLI CATI ON AND | NFORMATI ON REGARDI NG THE HOVEOWKNER S
EMERGENCY MORTGAGE ASS| STANCE PROGRAM

(6) |F THE MORTGAGOR APPLI ES FOR MORTGAGE ASSI STANCE
PAYMENTS, THE AGENCY SHALL PROVPTLY NOTIFY ALL OF THE MORTGAGEES
SECURED BY THE MORTGAGOR S REAL PROPERTY. THE AGENCY SHALL MAKE
A DETERM NATI ON OF ELIG BILITY W THI N SI XTY (60) CALENDAR DAYS
OF RECEI PT OF THE MORTGAGOR S APPLI CATI ON. DURI NG THE TI ME THAT
THE APPLI CATION |'S PENDI NG, NO MORTGAGEE MAY COWMMENCE LEGAL
ACTI ON TO FORECLOSE UPON | TS MORTGAGE W TH THE MORTGAGOR.

(F) NOTW THSTANDI NG ANY OTHER PROVI SI ONS OF THI'S SECTION, A
MORTGAGEE SHALL NOT BE REQUI RED TO SEND THE UNI FORM NOTI CE
PROVI DED | N SUBSECTI ON [ (B) TO ANY MORTGAGOR WHO |'S MORE THAN
THI RTY- SI X (36) MONTHS DELI NQUENT OR | N DEFAULT FOR MORE THAN
THI RTY- SI X (36) MONTHS, PURSUANT TO THE TERMB OF MORTGAGOR S
RESI DENTI AL MORTGAGE W TH MORTGAGEE. THI'S REQUI REVMENT SHALL MEAN
THAT | F THE MORTGAGOR | S MORE THAN THI RTY- SI X (36)] (B):

(1) TO ANY MORTGAGOR WHO | S MORE THAN TVENTY- FOUR (24)

CONSECUTI VE OR NONCONSECUTI VE MONTHS | N ARREARS ON THE
RESI DENTI AL MORTGAGE | N QUESTI ON, NO MATTER WHAT THE REASON
THEREFOR[, HE SHALL BE | NELI Gl BLE TO RECEI VE THE NOTI CE I N
SUBSECTI ON (B).]; OR

(2) WHERE THE AGGREGATE AMOUNT OF ARREARAGES DUE TO A

MORTGAGEE PURSUANT TO THE TERMS OF THE MORTGAGE, W THOUT REGARD

TO ANY ACCELERATI ON UNDER THE MORTGAGE | NCLUDI NG, _BUT NOT

LIMTED TO, THE AMOUNT OF PRI NCI PAL, | NTEREST, TAXES,

ASSESSMVENTS, GROUND RENTS, HAZARD | NSURANCE, ANY MORTGAGE

I NSURANCE OR CREDI T | NSURANCE PREM UMS, EXCEEDS THE SUM COF SI XTY

THOUSAND ($60, 000) DOLLARS.

(G NOTW THSTANDI NG ANY OTHER PROVI SIONS OF THI S SECTION, A

19970H1426B4189 - 7 -



MORTGAGEE SHALL NOT _BE REQUI RED TO SEND THE UNI FORM NOTI CE

PROVI DED | N SUBSECTION (B) TO ANY MORTGAGCOR VHO HAS ALREADY BEEN

SENT_THE UNI FORM NOTI CE AND:

(1) VWHO DID NOT_APPLY FOR A MORTGAGE ASSI STANCE LOAN;

(2)  VHO APPLI ED FOR A MORTGAGE ASSI STANCE LOAN BUT WHOSE

APPLI CATI ON WAS DENI ED; OR

(3)  VHOSE MORTGAGE ASSI STANCE DI SBURSEMENTS WERE TERM NATED

BY THE AGENCY FOR ANY REASON.
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UNLESS THE MORTGAGOR HAS CURED HI S OR HER MORTGAGE DELI NQUENCY,

=Y
o

BY MEANS OF A MORTGAGE ASSI STANCE LOAN OR OTHERW SE, RECEI PT OF

=
=

PARTI AL PAYMENTS OF ARREARS FROM THE MORTGAGOR, SUBSEQUENT TO

=
N

THE SENDI NG OF THE UNI FORM NOTI CE, SHALL NOT MEAN THAT THE

=
w

MORTGAGEE MUST SEND A NEW UNI FORM NOTI CE TO THE MORTGAGOR PRI OR

H
o

TO LEGAL ACTI ON BEI NG TAKEN TO ENFORCE THE MORTGAGE. A UN FORM

=Y
(63}

NOTI CE SENT_TO THE MORTGAGOR, VH LE THE MORTGAGOR WAS | N

=Y
(e}

BANKRUPTCY, SHALL BE VALID FOR THE PURPOSE OF THI S ACT AND NO

=
\l

NEW UNI FORM NOTI CE NEED BE PROVI DED AS A RESULT OF ANY DI SCHARGE

=Y
oo

OR DI SM SSAL OF THE BANKRUPTCY PETI TI ON OR RELI EF FROM THE

=
O

AUTOVATI C STAY.

N
o

Section 34 3. Section 404-C(a) of the act, amended May 31,

N
=

1984 (P.L.364, No.73) and Decenber 18, 1992 (P.L.1652, No.182),

N
N

is anended to read:

N
w

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

N
~

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

N
(63}

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

N
(e}

(1) The property securing the nortgage, or other security

N
~

interest in the case of units in cooperative or condoni ni um

N
oo

projects, is a one-famly residence, or two-fam |y owner-

N
(o]

occupi ed residence including one-famly units in a condom ni um
30 project or a nmenbership interest and occupancy agreenent in a
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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 least 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
US C 88 1707-1715z-18).

(4) The nortgagor is a pernmanent resident of this
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 |later 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 nconme 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

19970H1426B4189 - 9 -
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such m srepresentation, and the nortgagee may, at any tine
thereafter, take any |l egal 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 nake ful
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 incomne.

(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

19970H1426B4189 - 10 -
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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.

* * %

Section 45 4. 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 anmended 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 amount 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 reasonabl e costs and reasonabl e

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

no event shall the total paynent exceed the sum equal to twenty-

19970H1426B4189 - 11 -
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four (24) consecutive 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 nmonthly 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 (40) percent of the nortgagor's net effective
i ncome. This shall be the maxi mum anmount the nortgagor can be
nortgagor is eligible for energency nortgage assistance[.]:

Provi ded, however, That beqgi nni ng Js+y—1—1997 FEBRUARY 1, 1999,

and continuing thereafter, any nortgagor approved for conti nui ng

nmont hl y nportgage assi stance or whose conti nui ng nortgage

assi stance is approved after being recertified by the agency,

shall pay to the agency a m ni nrum nonthly paynent of at | east

twenty-five ($25) dollars for each nortqgage bei ng assi sted. The

nort gagor shall nmake the above paynent to the agency at | east

[seven (7)] fifteen (15) days before each nortgage paynent is

due to each nortgagee. Upon receipt of this paynent fromthe
nort gagor, the agency or its duly authorized agent shall send
the total nortgage paynent directly to each nortgagee. "Housing
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,

19970H1426B4189 - 12 -
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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
t he nortgagor as a dependent for Federal tax purposes. The

i ncone of other unrelated individuals residing in the househol d

shall 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
agency under this article shall take into consideration the
anount of assistance he is receiving under such other prograns.
* %k
(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 sixty thousand ($60, 000) doll ars 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

(f.1) The twenty-four (24) nonth limt on assi stance

avai | abl e under this act established in subsection (f), and

referenced in sections 401-C(a)(5), 403-C(f) and 404-C(a)(5) and

19970H1426B4189 - 13 -
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(12), shall increase to thirty-six (36) nonths if during the

nont h t he honeowner subnits an application for assistance, the

average rate of total unenpl oynment in the Commonweal th, as

seasonal ly adjusted, for the period consisting of the nbst

recent three (3) nonths for which such data for the Commbnweal t h

is published before the cl ose of such nonth equal s or exceeds

si x and one-half (6.5) percent.

(f.2) Every five (5) years, beginning in the year 2003, the

CGCeneral Assenbly shall reviewthe limit on the total assi stance

avai |l abl e under this act established in subsection (f) and the

m ni nrum nont hl y paynment established in subsection (b). The

CGCeneral Assenbly nmay i ncrease either or both upon a show ng that

i ncreases i n housing costs require higher | oan anounts i n order

for the act to be beneficial to honeowners in all regions of the

Commpnweal t h.

(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
I ien obtained by the agency under this article shall be
determined 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 nation 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.

(h) In cases of joint nortgagors who are husband and wife,

where only one spouse who is an occupant of the nortgaged

19970H1426B4189 - 14 -
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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 nmade 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-C is less than [thirty-five (35)] forty (40) percent
of his or her net effective incone, the nortgagor shall pay to
the agency the difference between [thirty-five (35)] forty (40)
percent of the nortgagor's net effective inconme and the
nortgagor's total housing expense unl ess ot herw se determ ned by
t he agency after exam ning the nortgagor's financi al
ci rcunstances and ability to contribute to repaynent of the
nort gage assi stance.

(2) |If the nortgagor's total housing expense is nore than
[thirty-five (35)] forty (40) 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 (40) percent of his or her net

effective incone[.]: Provided, however, That beqgi nning July—3- <—

1997 FEBRUARY 1, 1999, and conti nuing thereafter, any nortgagor <—

who has recei ved nortgage assi stance shall pay to the agency a

m ni rum nonthly repaynent of at | east twenty-five ($25) dollars

for each nortgage that was assisted. Such m ni mum nonthly

repaynent shall not result in the accrual of interest on the

19970H1426B4189 - 15 -
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nort gage assi stance | oan pursuant to paragraph (5).

(2.1) The forty (40) percent ratio established under

subsections (1) and (2) shall be reduced to thirty-five (35)

percent if during the nonth the homeowner subnmits an application

for assistance the average rate of total unenploynent in the

Commpnweal th, as seasonally adjusted, for the period consi sting

of the nost recent three (3) nonths for which such data for the

Commpnweal th i s published before the cl ose of such nonth equal s

or exceeds six and one-half (6.5) percent.

(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 amounts of repaynent 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 | 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
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same basis as the nortgage for which the nortgage assi stance was
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.
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2 Secti on 6+ 6.

Section 410-C of the act

i s repeal ed.

This act shall take effect in 60 days.
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