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By Ms. Gibson of Belmont, petition of Mary Jane Gibson and other
members of the General Court for legislation to regulate disclosures
by financial institutions relative to certain home equity transactions
by elderly persons. Banks and Banking.

In the Year One Thousand Nine Hundred and Eighty-Six.

An Act to regulate disclosures in regard to certain elder home

EQUITY TRANSACTIONS.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 Before a bank, mortgage company, credit union, insurance
2 company, or any financial institution doing business in
3 Massachusetts initiates reverse mortgage lending, it shall submit
4 to the Commissioner for his approval a plan and any subsequent
5 amendments under which such loans are to be made.
6 Each plan shall provide that;
7 (1) a loan applicant shall not be bound for seven days after the
8 loan commitment is made, unless waived;
9 (2) the bank shall obtain a statement signed by the borrower

10 acknowledging disclosure of all contractual contingencies which
11 could force a sale of the real estate;
12 (3) a lender may not make a reverse mortgage loan subject to
13 this Act unless the borrower has completed a home equity
14 conversion counseling program approved by the Executive Office
15 of Elder Affairs, or has declined in writing, in a form specified
16 by the Executive Ottice of Consumer Affairs, the opportunity to
17 participate in a counseling program;

1 8 (4) the instrument shall provide for prepayment without penalty
19 at any time during the loan terra;
20 Prior to making any such loan, a prospective borrower shall
21 receive written materials explaining in reasonably simple terms,
22 the type of mortgage being offered and its specific terms including
23 but not limited to the following:
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24 (1) schedule and explanation of payments to the borrower and
25 whether property taxes and insurance are to be deducted;
26 (2) schedule of outstanding debt over time;

(3) prepayment date, or event(s) (such as sale of home or death
28 of both mortgagors) which causes loan to become due;
29 (4) method of repayment, and schedule if any;
30 (5) all contractual contingencies, including lack of home
31 maintenance and other default provisions, which may result in
32 forced sale of the home and to make full disclosure on what
33 situations may require an elder to leave their home and to specify
34 the elder’s equity position at end of term.
35 (6) interst rate, annual percentage rates, and total interest
36 payable on the loan;
37 (7) effective interest rate and interest incurred with a shared
38 appreciation instrument;
39 (8) initial loan fees and charges;
40 (9) inclusion of a statement that such mortgages have tax and
41 estate - planning consequences and to disclose impacts on heirs
42 and may effect eligibility for or levels of certain government
43 benefits, grants, pensions, or special loans;
44 (10) borrower is authorized to rent for periods not to exceed
45 six months or to be absent due to health or medical problems.
46 Stated penalties for lender default:
47 (1) interest ceases to accrue on principal until default is cured
48 (2) lender may not foreclose
49 (3) lender must pay interest on missed payment(s)
50 The following events are not defaults by the borrower;
51 (1) transfer by borrower where spouse becomes co-owner
52 (2) transfer due to divorce or legal separation
53 (3)transfer of property to inter vivos trust of which borrower
54 is the sole beneficiary

55 (4)junior lien placed on the property.
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