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HOUSE OF REPRESENTATIVES, May 6, 1981.

The committee on Banks and Banking, to whom were referred the
petition (accompanied by bill, Senate, No. 6) of John A. Brennan, Jr.,
and George Bachrach for legislation to prohibit the arbitrary denial of
residential mortgage loans on the basis of the location of the property
to be mortgaged and to encourage the establishment of review boards,
the petition (accompanied by bill, Senate, No. 158) ofAlan D. Sisitsky,
Bill Owens and Raymond A. Jordan, Jr., for legislation to prohibit
geographic discrimination in the granting of credit by major oil com-
panies to the consumers of the Commonwealth, the petition (accompa-
nied by bill. House, No. 2405) of Thomas M. Finneran for legislation
to prohibit the arbitrary denial of residential mortgage loans on the
basis of the location of the property to be mortgaged and to encourage
the establishment of review boards, and the petition (accompanied by
bill, House, No. 4061) of Antone S. Aguiar, Jr., for legislation to
prohibit the arbitrary denial of residential mortgage loans on the basis
of the location of the property to be mortgaged and to encourage the
establishment of review boards, reports recommending that the ac-
companying bill (House, No. 6711) ought to pass.

For the committee.

ANTONE S. AGUIAR, Jr.
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In the Year One Thousand Nine Hundred and Eighty-One.

An Act to prohibit the arbitrary denial of residential mort-
gage LOANS ON THE BASIS OF THE LOCATION OF THE PROPERTY TO BE
MORTGAGED AND TO ENCOURAGE THE ESTABLISHMENT OF REVIEW
BOARDS.

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

1 SECTION I. Chapter 167 of the General Laws is hereby
2 amended by adding the following section;
3 Section 73. Cities and towns shall encourage the formation of a
4 dispute mechanism, hereinafter called a Mortgage Review Board,
5 to review denied residential mortgage loans of participating mort-
-6 gagees.
7 Such board shall be voluntary and consist of an equal number of
8 mortgagees and community representatives.
9 The Mortgage Review Board shall meet at least twice each

10 month to review each residential mortgage denial that an applicant
I I believes was denial on the basis of the location of theproperty. Any
12 applicant whose residential mortgage loan is denied by a partici-
-13 pating mortgagee shall be instructed, in writing, by said mortgagee
14 of his right to appeal the denial to the Mortgage Review Board.
15 Said board shall review such submitted mortgage applications,
16 make recommendations and advise the applicants, in writing, with-
-17 in 75 days of such appeal, and if such board fails to complete said
18 action within said 75 days, theapplicant will be considered to have
19 exhausted his administrative remedies; provided, however, that in
20 order to be applicable to section 64 of chapter 183 of the General
21 Laws said board must be approved by the Commissioner of Banks
22 and provided further that the decision of the Board shall not be
23 binding on the participating mortgagee or the applicant.

1 SECTION 2. Chapter 183 of the General Laws is hereby
2 amended by adding the following section;
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Section 64. No mortgagee doing business in the Common-
wealth shall discriminate, on a basis that is arbitrary or unsupport-
ed by a reasonable analysis of the lending risks associated with a
residential mortgage transaction, in the granting, withholding,
extending, modifying or renewing, or in the fixing of the rates,
terms, conditions or provisions ofany residential mortgage loan or
in any written application therefor on residential mortage loan or
in any written application therefor on residential real property of
four or fewer separate households occupied or to be occupied in
whole or in part by the applicant, that is within the reasonable
service area of such mortgagee, merely because such property is
located in a specific neighborhood or geographical area; provided,
however, that it shall not be a violation of this section if the
residential mortgage loan is made pursuant to a specific public or
private program, the purpose of which is to increase the availability
of mortgage loans within a specific neighborhood or geographical
area. Nor shall any mortgagee doing business in the Common-
wealth use lending or underwriting standards, policies, systems or
practices, that discriminate in practice or that discriminate in
effect, on a basis that is arbitrary or unsupported by a reasonable
analysis of the lending risks associated with a residential mortgage
transaction. The preceding sentence shall not preclude a mortgagee
from;
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(a) requiring reasonable and uniformly applied application fees,26
(b) utilizing income standards which are reasonable in relation

to the amount of the loan requested and which shall be disclosed to
each prospective applicant, or
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(c) uniformly refusing to accept applications because of a lack
of lendable funds.
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32 Nor shall any mortgagee make any oral or written statement, in

advertising or otherwise, to applicants or prospective applicants
that would discourage in any arbitrary manner or in a manner that
is unsupported by a reasonable analysis of the lending risks asso-
ciated with a resiential mortgage transaction, a reasonable person
from making or pursuing an application.
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The mortgagee shall inform each applicant in writing of the
specific reasons for any adverse action on theapplication for such a
mortgage loan or for an extension, modification, or renewal of
such loan. If the reason for any adverse action taken by a mortga-
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42 gee is based in whole or in part on the location or condition of the
43 collateral property, the mortgagee shall inform the applicant in
44 writing of the estimated market value of the subject property on
45 which it relied and the lending standards which it used in taking
46 such adverse action. A mortgagee shall not be liable to any seller or
47 agent of the seller of such property on account of the disclosure of
48 the market value of such property estimated according to a reason-
-49 able appraisal rendered to the lender as part of the application
50 process.
51 For the purposes of this section, adverse action shall mean
52 refusal either to grant financing at the terms and for the amount
53 requested or to make a counter offer acceptable to the applicant.
54 Nothing contained in this section shall preclude a mortgagee from
55 considering sound underwriting practices and the credit-worthi-
-56 ness of the applicant in the contemplation of any such loan. Such
57 practices shall include the following;
58 a) The willingness and the financial ability of the borrower to
59 repay the loan.
60 b) The market value of any real estate proposed as security for
61 any loan.
62 c) Diversification of the mortgagee’s investment portfolio.
63 d) To exercise the judgement and care under the circumstances
64 then prevailing, which men of prudence, discretion and intelligence
65 exercise in the management of their affairs.
66 Any person claiming to have been aggrieved as a result of a
67 violation of this section may bring a civil action in the superior
68 court, district court, or housing court where applicable, of the
69 county in which the particular mortgagee involved is located,
70 provided however that if a mortgage review board is established
71 pursuant to section 73 of Chapter 167 in the city, town or area in
72 which the real property is located and said mortgagee is a partici-
-73 pating mortgagee a person must exhaust all his administrative
74 remedies through the board before bringing action before the
75 court; and provided further that said action shall be filed within
76 one year of the alleged violation.
77 Upon a finding that a mortgagee has committed a violation of
78 this section, the court may award actual damages or punitive
79 damages in the amount of five thousand dollars, whichever is
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greater, but in no event less than $2,500., and may in its discretion
award court costs and attorney’s fees.
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If the court finds as a fact that any person claiming to have been
aggrieved by this section has intentionally misrepresented a mate-
rial fact in the mortgage application or if the court finds as a fact
that the suit is frivolous the court may award actual damages or
punitive damages in the amount offive hundred dollars, whichever
is greater, to the mortgagee, and may in its discretion award court
costs and attorney’s fees.
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The court shall notify the commissioner of banks upon a finding
that any bank or credit union, as defined in section one of chapter
one hundred sixty-seven, a national banking association, savings
and loan association or federal credit union authorized to do
business in the commonwealth has violated the provisions of this
section.
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Upon receipt of any such notification the commissioner shall
determine a period of not more than three years during which no
such bank, credit union, national banking association, federal
savings and loan association or credit union shall be authorized to
receive additional deposits of public monies. The commissioner
shall notify in writing all persons authorized to deposit public
monies by sections thirty-four and thirty-four A of chapter twenty-
nine, subdivisions (1) and (2) of section twenty-three of chapter
thirty-two, section fifty-five B of chapter forty-four and section
forty-five of chapter sixty-two C of the court’s finding and the
period of time during which additional public monies shall not be
deposited.
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SECTION 3. Section 34 of chapter 29 of the General Laws, as
most recently amended by chapter 831 of the acts of 1975, is hereby
further amended by adding the following paragraph:
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Upon receipt of notification from the commissioner of banks as
provided for in section sixty-four of chapter one hundred eighty-
three, the state treasurer and state officers shall not deposit any
additional portion of the public monies in their possession in such a
national bank, trust company or banking company which has been
found to be in violation of said section sixty-four for a period of not
more than three years as determined by the commissioner of banks.
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1 SEC! lON 4. Section 34A of chapter 29 of the General Laws, as
2 most recently amended by chapter 784 of the acts of 1975, is hereby
3 further amended by adding the following paragraph;
4 Upon receipt of notification from the commissioner of banks as
5 provided for in section sixty-four of chapter one hundred eighty-

-6 three, the state treasurer shall not deposit any additional portion of
7 the public monies in his possession and funds over which the
8 commonwealth has exclusive control in such a savings bank, co-
-9 operative bank or federal savings and loan association which has

10 been found to be in violation of said section sixty-four for a period
1 I of not more than three years as determined by the commissioner of
12 banks.

1 SECTIONS. Paragraph (d) of subdivision (I) of section 23 of
2 chapter 32 of the General Laws, as most recently amended by
3 section 1 of chapter 491 of the acts of 1980, is hereby further
4 amended by adding the following paragraph:
5 Upon receipt of notification from the commissioner of banks as
6 provided for in section sixty-four of chapter one hundred eighty-
-7 three, the state treasurer shall not deposit any additional funds of
8 any such system in such a savings bank, co-operative bank, or
9 federal savings and loan association which has been found to be in

10 violation of said section sixty-four for a period of not more than
I 1 three years as determined by the commissioner of banks.

1 SECTION 6. Subdivision (2) of said section 23 of said chapter
2 32, as most recently amended by section 2of said chapter 491, is
3 hereby further amended by adding the following paragraph:
4 (g) Upon receipt of notification from the commissioner of
5 banks as provided for in section sixty-four of chapter one hundred
6 eighty-three, the board of each such system shall not deposit any
7 additional funds of such system in such a bank, trust company,
8 savings bank, co-operative bank or federal savings and loan associ-
-9 ation which has been found to be in violation of said section

10 sixty-four for a period of not more than three years as determined
11 by the commissioner of banks.

1 SECTION 7. Chapter 44 of the General laws is hereby amend-
-2 ed by inserted after section 55A the following section:
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3 Section 558. Upon receipt of notification from the commission-
-4 er of banks as provided for in section sixty-four of chapter one
5 hundred eighty-three, a city, town, district or regional school
6 district officer shall not deposit any additional portion of the
7 public monies in his possession in a bank orcredit union, as defined
8 in section one of chapter one hundred sixty-seven, a national
9 banking association, a federal savings and loan association or

10 federal credit union which has been found to be in violation of said
I I section sixty-four for a period of not more than three years as
12 determined by the commissioner of banks.

1 SECTIONS. Section 45 of chapter 62C of the General Laws, as
2 inserted by section 132 of chapter 514 of the acts of 1978, is hereby
3 amended by inserting after the first sentence the following sen-
-4 tence:
5 Upon receipt of notification from the commissioner of banks as
6 provided for in section sixty-four of chapter one hundred eighty-
-7 three, the commissioner shall not designate as a depository and
8 fiscal agent a bank which has been found to be in violation of said
9 section sixty-four for a period of not more than three years as

10 determined by the commissioner of banks.

1 SECTION 9. No rules, regulations or other orders shall be
2 promulgated under the provisions of this act except those regula-
-3 tion which the commissioner of banks is hereby authorized to
4 promulgate relating to approval of the Mortgage Review Boards
5 referred to in Section lof the act.

1 SECTION 10. If any provision of this act or the application of
2 such provision to any person or circumstances shall be held invalid,
3 the validity of the remainder of this act and the applicability of such
4 provision to other persons or circumstances shall not be affected
5 thereby.
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