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By Mr. Travis of Rehoboth, petition of Philip Travis and Thomas A
Golden, Jr., relative to further regulating the issuance of mortgages
Banks and Banking.

e Cornmontoealtf) of iUassnctjusctts
In the Year One Thousand Nine Hundred and Ninety-Nine.

An Act

modernizing certain mortgage lending laws.

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

1
SECTION I, Subsection B of section 2 of chapter 167 E of the
2 General Laws, as appearing in the 1994 Official Edition, is hereby
3 amended by striking out the second paragraph thereof.
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SECTION 2. Subsection B of section 2 of chapter 167 E of
the General Laws, as so appearing, is hereby further amended by
striking out paragraph 5 and inserting in place thereof the following paragraph:
A mortgage loan not exceeding
5. Eighty Per Cent of Value.
the
value
real
estate, or, in the case of mortof
eighty per cent of
gage loan on a leasehold interest created pursuant to section
twenty-two E of chapter forty, or chapter three hundred and fiftyfour of the acts of nineteen hundred and fifty-two, seventy percent
of the value of such leasehold interest, payable not more than
thirty-five years from the date of the note; provided, however, that
in the event a mortgage loan is proposed wherein the
Massachusetts Industrial Finance Agency agrees to insure that
portion of the loan exceeding eighty per cent of the value of the
real estate, a mortgage loan may be made under this paragraph for
eighty per cent of the value of the real estate plus that portion over
eighty per cent so insured, but no such loan shall be made for
—
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18 more than ninety per cent of the value of the real estate, even if
19 insured by said agency. The terms of the note or mortgage shall
20 require payments on the loan to be made in periodic installments.
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at least quarterly, in an amount aggregating annually not less than
three per cent of the original amount of the loan, except that the
minimum annual principal payment may be less than three per
cent of the original amount of the loan if the terms of the note or
mortgage shall require periodic payments, at least quarterly, in
such amounts as will enable complete amortization over a period
equal to the maximum term authorized by this paragraph, which
periodic payments shall be equal in amount or shall be in accordance with a schedule under which the earlier of such payments
shall be greater than the later and such periodic payments shall be
applied first to interest and the balance to principal and the
interest on the loan shall be computed on the unpaid balance
monthly or at such other time as the periodic payment is required.
No loan of this class shall be made or acquired for a sum in excess
of one and one-quarter per cent of the deposits of such corporation
or one hundred thousand dollars, whichever is the greater.

1

SECTION 3. Paragraph 6 of subsection B of section 2 of
chapter
2
167 E of the General Laws, as so appearing, is amended by
3 striking out the last sentence thereof.
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SECTION 4. Subsection B of section 2 of chapter 167 E of the
General Laws, as so appearing, is hereby further amended by
striking out the first paragraph of paragraph 7 and inserting in
place thereof the following paragraph:
7. Ninety-Five Per Cent of Value.
A mortgage loan not
cent
value
of the
of the real estate,
exceeding ninety-five per
payable not more than thirty-five years from the date of the note;
provided, however, that the loan shall be secured by a mortgage
on real estate improved with a dwelling designed to be occupied
by not more than four families and occupied or to be occupied in
whole or in part by the mortgagor; and provided, further, that the
terms of the note or mortgage shall require monthly payments in
such amounts that the aggregate principal reduction at any time
during the term of the loan shall be not less than that which would
be required in the case of a note of like amount and interest rate
providing for complete amortization by equal monthly payments
over a period of thirty-five years; and provided, further that
construction of the dwelling on the mortgaged property shall be
—
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19 completed prior to the making of any disbursement on the loan in
20 excess of eighty per cent of the value of the real estate, that the
21 mortgagor shall furnish to the board of investment or the com-22 mittee an affidavit that the mortgagor or does not require junior
23 financing and that the board or the committee shall certify, in
24 writing, that the dwelling has a useful life beyond the terms said
25 loan has to run. Each such monthly payments shall be applied first
26 to interest and the balance to principal.
SECTION 5. Subsection B of section 2 of chapter 167 E of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out paragraph 7B and inserting in place thereof the

1

4 following paragraph:—
5
78. Open-End Mortgage Loans.
Mortgage loans not
6 exceeding in the aggregate one hundred percent of the value of the
7 real estate, pursuant to an agreement to make loans to the mort-

-8 gagor from time

to

time. The aggregate outstanding loans of this

9 class pursuant to a single such agreement shall not exceed one and
10 one-quarter per cent of the deposits of such corporation or fifty
11 thousand dollars, whichever is the greater. An agreement pursuant
12 to this paragraph shall be deemed a note for purposes of this
13 section.
SECTION 6. Subsection B of section 2 of chapter 167 E of the
1
2 General Laws, as so appearing, is hereby further amended by
3 striking out paragraph 10 and inserting in place thereof the
4 following paragraph;—
5
10. Variable Rate Mortgage.
Any bank may make or acquire
6 mortgage loans of the several classes or types specified in this
7 chapter evidenced by a note which provides for variation in the
8 rate of interest over the term of the note; provided, however, that

9 such a loan made to finance or refinance the purchase of and
10 secured by a first lien on a dwelling house of four or fewer sepa-11 rate households occupied in whole or in part by the mortgagor
12 shall be subject to the methods of disclosure to the mortgagor of
13 the terms and conditions of the loan as required under the provi-14 sions of chapter one hundred and forty D.

4
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SECTION 7. Subsection B of section 2 of chapter 167 E of the
2 General Laws, as so appearing, is hereby further amended by
3 inserting in line _of paragraph 12 thereof after the words “so to
or any other corporation,.
4 do,” the following words:

1

—

1

SECTION 8. Subsection B of section 2 of chapter

167 E of the

2 General Laws, as so appearing, is hereby further amended by

3 striking out paragraph 14 and inserting in place thereof the
4 following paragraph:
5
14. Loans Outside the Commonwealth.
Any such bank may
—

6 make, acquire by purchase, participate in or service mortgage
7 loans: (a) on real estate located outside of the commonwealth, on
8 which the notes have been endorsed for insurance by the Federal
9 Housing Administrator, or combined with secondary mortgages
10 guaranteed in full by the United States of America under the
11 Servicemen’s Readjustment Act of nineteen hundred and forty-12 four; and (c) on real estate located outside the commonwealth,
13 which loans are of the several classes specified in paragraphs 1
14 to 13 and 14A to 19, inclusive. No investment shall be made
15 under this paragraph if, at the time of such investment, such bank
16 is refusing to allow, receive or consider applications regarding
17 mortgage loans on real estate located within the commonwealth,
18 except that this prohibition shall not be deemed to affect any
19 investment which such bank has entered into by a written commit-20 ment, but only to the extent of such commitment.
Such mortgage loans may be made or acquired, notwith21
-22 standing the restrictions contained in this subsection and section
23 seven.
SECTION 9. Subsection B of section 2 of chapter 167 E of the
1
2 General Laws, as so appearing, is hereby further amended by
3 striking out the last three paragraphs of paragraph 14A and
4 inserting in place thereof the following paragraphs:—

5
Notwithstanding the foregoing provisions, any bank may make
6 reverse mortgage loans pursuant to the provisions of any program
7 for reverse mortgage loans offered or approved by the Department
8 of Housing and Urban Development, the Federal National
9 Mortgage Association, the Federal Home Loan Mortgage Corpo-10 ration or any other government agency or government-sponsored
11 enterprise.
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A bank shall not make any reverse mortgage loan until the

13 prospective borrower has completed a home equity conversion
counseling program which shall include instruction on reverse
mortgage loans and which shall be approved by the executive
office of elder affairs. For the purposes of providing the connseling required by this section, the said executive office of elder
affairs shall establish and maintain a list of approved counseling
programs and shall make such list available to all banks and to the
public.
For the purpose of this paragraph, a “reverse mortgage loan’’
shall mean a mortgage loan in which proceeds are advanced to the
23 mortgagor in installments, either directly or indirectly, and which
24 together with unpaid interest, if any, are to be repaid at the end of
14
15
16
-17
18
19
20
21
22

25 the term.

1
SECTION 10. Section 2 of chapter 167 E of the General Laws, as
2 so appearing, is amended by adding the following new subsection:
3
C. Any bank may make or acquire any mortgage loan on a
4 dwelling house with accommodations for four or fewer separate
5 households without regard to the otherwise applicable provisions
6 of this chapter, if such mortgage loan is underwritten in accor-7 dance with guidelines established by any federal agency, agency
8 of the commonwealth or any other state, or any government-spon-9 sored enterprise, such as Federal National Mortgage Association
10 or Federal Home Loan Mortgage Corporation, for the sale of
11 mortgage loans in the secondary market.
—

1 SECTION 11. Section 6 of chapter 167 E of the General Laws,
2 as so appearing, is amended by adding at the end of paragraph 2
3 thereof the following sentence: This section shall apply only to
4 loans for which an appraisal is required by applicable regulations
5 of the Federal Deposit Insurance Corporation.
—

1
SECTION 12. Section 6of chapter 167 E of the General Laws, as
2 so appearing, is amended by striking subsection s(a) and subsec-3 tion s(b) and inserting in place thereof the following subsections:—
(a) Every parcel of real estate
4
5. Revaluation and Inspection.
5 mortgaged to secure a loan shall be subject to periodic revaluation
6 or inspection in a manner consistent with preservation of the

HOUSE —No. 1313

6

[January

7 safety and soundness of the corporation, except that, in the case of
8 any parcel of real estate on which is located a residence which is
9 designed for not more than four families, such periodic inspection
H) or revaluation need not be made.
In the event that a payment of
11 (b) Inspection Authorized.
interest
or
such
loan or on account of real
upon
any
principal
12
13 estate taxes upon the parcel mortgaged to secure the same shall be
14 in default, inspection shall be made within ninety days from the
15 date of such default in payment of interest or principal or within
16 one hundred and eighty days from the date of such default in pay-17 ment on account of taxes, as the case may be, and thereafter peri-18 odic revaluation or inspection shall continue in accordance with
19 the foregoing provision of this clause until such loan shall no

20 longer be in default. Such inspection shall be made by at least two
21 members of the board of investment or committee or by a person
22 deemed by it to be qualified to make such inspection, and a report
23 thereof shall be made in writing and signed by one of such mem-24 bers or by such person and shall be submitted to said board or
25 committee.

SECTION 13. Section li of Chapter 167E, as so appearing, is
1
2 hereby amended by striking subsection (a) and inserting in place

3 thereof the following subsection:
4
(a) real estate for any purpose secured by a mortgage other than
5 a first lien, of the several classes specified in subsection B of
6 section two, subject, in each instance, to the provisions and limita-7 tions applicable to the particular class except that, any provision
8 of said subsection notwithstanding, the note or mortgage need not
9 require payment of a proportionate part of the estimated real
10 estate taxes and betterment assessments on the mortgaged real
11 estate, such loan may be made or acquired without regard to the
12 location of the real estate loaned upon, and such loan may be
13 made or acquired for an amount not more than one hundred per-14 cent of the value of the real estate loaned upon, including the prin-15 cipal balance outstanding on any first mortgage loan secured by a
16 mortgage on the property loaned upon. In any case in which loans
17 of the particular class are subject by said subsection to a limitation
18 upon the aggregate balance of principal outstanding on loans of
19 that class, such aggregate balance shall be determined by adding
—
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20 the aggregate balance of principal outstanding on loans of the
21 same class authorized by this section. In any case in which loans
22 of the particular class are subject by said subsection to a condition
23 that the mortgagor furnish to the board or committee an affidavit
24 that the mortgagor does not require junior financing, such condi-25 tion shall be deemed satisfied by an affidavit which states that the
26 mortgagor requires no further financing; or,.
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