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In the Year Two Thousand and Three

An Act prohibiting abusive practices in home mortgage lending.

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 1. Chapter 183 of the Massachusetts General Laws
2 is hereby amended by striking out Section 56 and inserting in
3 place thereof the following;—
4 Section 56. Any mortgage note secured by a first lien or second
5 or subsequent lien on a dwelling house of four or less separate
6 households or on a residential condominium unit occupied or to
7 be occupied in whole or in part by the mortgagor shall be subject
8 to the condition that if said note is paid before the date fixed for
9 payment, any additional amount required to be paid in such event

10 shall be an amount which, shall be the balance of the first year’s
11 interest or three months’ interest whichever is less; except, that if
12 anticipatory payment is made within twenty-four months from the
13 date of the note for the purpose of refinancing such loan in
14 another financial institution, an additional payment not in excess
15 of three months’ interest may be required; provided, however,
16 that, with respect to any such mortgage loan insured by the Fed-
-17 eral Housing Commissioner, the mortgagor may be required to
18 reimburse the mortgagee to the full amount of any charges, pre-
-19 miums, or fees required by any statute or by any regulation of the
20 Federal Housing Administration to be paid by the mortgagee upon
21 payment of such note before the date fixed for payment.
22 No prepayment fee or additional penalty of any kind shall be
23 payable by a mortgagor if the mortgage note is paid in full after
24 twenty four months from the date of the note. A mortgagor shall
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25 not be required to pay a prepayment fee or penalty for making
26 additional payments toward the principal balance for the term of
27 the loan.
28 Notwithstanding any general law to the contrary, whenever a
29 prepayment fee may be charged on a mortgage loan, the lender
30 shall provide to the borrower at settlement a disclosure statement
31 that (i) describes the prepayment penalty, (ii) sets forth the cir-
-32 cumstances in which a prepayment penalty will be assessed, and
33 (iii) states the amount of the prepayment penalty that would be
34 required if the loan was paid in full within twenty-four months of
35 the date of the note.

1 SECTION 2. Section 63 of Chapter 183 of the Massachusetts
2 General Laws is hereby amended by striking Section 63 and
3 inserting in place thereof the following:—
4 Section 63. A mortgagee, or a mortgage lender or mortgage
5 broker as defined in section one of chapter two hundred and fifty-
-6 five E, shall not charge a loan fee, finder’s fee, points, so-called,
7 or similar fees in a mortgage transaction involving residential
8 property located in the commonwealth of four or less units and
9 occupied in whole or in part by the mortgagor that, in the aggre-

-10 gate, exceeds 5% of the mortgage loan amount. All fees and
11 points must be disclosed to the mortgagor in writing, which dis-
-12 closure may be in the form required by section seventeen D of
13 chapter one hundred and eighty-four, or such other form which
14 discloses said fees or points. A mortgagor shall not be obligated to
15 pay fees or points which have not been previously disclosed as
16 required herein. Nothing contained in this section shall limit a
17 mortgagor’s ability to obtain from such mortgagee, mortgage
18 lender or mortgage broker a temporary or permanent interest rate
19 buydown.

1 SECTION 3. Chapter 183 of the Massachusetts General Laws
2 is hereby amended by inserting after Section 638 the following
3 section:—
4 63C. A lender may not make a first or subsequent home mort-
-5 gage loan unless the lender reasonably believes at the time the
6 loan is consummated that the borrower will be able to make the

scheduled payments to repay the obligation based upon a consid-
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8 eration of their current and expected income, current obligations,
9 employment status, and other financial resources not including the

10 borrower's equity in the dwelling which secures the loan.
11 A borrower shall be presumed able to make the scheduled pay-

-12 ments to repay the obligation, if, at the time the loan is consum-
-13 mated, or at the time of the first rate adjustment in the case of a
14 variable rate mortgage, the borrower’s scheduled monthly pay-
-15 ments do not exceed fifty percent of the borrower’s monthly gross
16 income as verified by the credit application, the borrower’s finan-
-17 cial statement, a credit report, financial information provided to
18 the lender by or on behalf of the borrower, or any other reasonable
19 means. This requirement shall apply only to borrower’s whose
20 income, as reported on the loan application which the lender
21 relied upon in making the credit decision, is no greater than 120%
22 of the median family income for the Metropolitan Statistical Area
23 (MSA) (as defined by the Director of the U.S. Office of Manage-
-24 ment and Budget), in which the property to be secured is located.
25 For loans secured by properties that are not located within an
26 MSA, the requirement shall apply only to borrowers whose
27 incomes do not exceed 120% of the non-metropolitan median
28 family income for Massachusetts. For purposes of this section, the
29 median family income shall be derived from the most recent esti-
-30 mates made available by the U.S. Department of Housing and
31 Urban Development, at the time the application is received. For
32 purposes of determining median income, only the income of the
33 borrower(s) shall be considered. A lender shall make the determi-
-34 nation of repayment ability required by this section and shall
35 maintain a record of such determination for the term of the loan.

1 SECTION 4. Section 66 of Chapter 183 of the Massachusetts
2 General Laws is hereby amended by inserting after the last para-
-3 graph the following paragraph:—
4 No lender may finance, directly or indirectly, any credit life,
5 credit disability or credit unemployment insurance, or any other
6 life or health insurance premium through a home mortgage loan.
7 Premiums on insurance required as a condition of obtaining a
8 mortgage loans, calculated and payable on a monthly basis by the
9 borrower, shall not be considered financed by the lender.
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1 SECTION 5. Chapter 183 of the Massachusetts General Laws
2 is hereby amended by inserting after section 59 the following
3 section:—
4 59A. No mortgage may contain a provision that increases the
5 interest rate upon default by the borrower. This provision shall not
6 apply to interest rate changes in a variable rate mortgage loan con-
-7 sistent with the mortgage loan agreement provided that the change
8 in interest is not triggered by the default of the borrower.

1 SECTION 6. The making of a home mortgage loan which vio-
-2 lates the provisions of this Act is hereby declared unlawful. The
3 Commissioner of Banks or a party to any such home mortgage
4 loan may enforce the provisions of this Act. Any person seeking
5 damages or penalties under the provisions of this Act may recover
6 damages under this Chapter.
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