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The Consumer Mortgage Protection Act (CMPA), was enacted in 2002 with the
support of the Michigan Mortgage Lenders Association and other lender trade
associations. The legislation was enacted in response to certain predatory mortgage
lending practices in many states, including Michigan, which targeted low to
moderate income homeowners. Michigan’s response was the enactment of the
CMPA to prohibit certain mortgage lending practices and to give the state
regulator explicit authority to enforce compliance with federal, as well as state law
and regulations.

The Act in Sections 4 and 5 includes a list of prohibited practices, which were
added in response to certain lending practices that were being perpetrated on low to
moderate income mortgage applicants.

SB 578 would modemize the Consumer Mortgage Protection Act to reflect major
adjustments in the mortgage industry in response to the 2007-2008 great recession.
The Dodd-Frank Act enacted in 2010, and the creation of the Consumer Financial
Protection Bureau have brought about monumental changes in mortgage industry
regulation and enforcement.

SB 578 would update and harmonize Michigan’s Consumer Mortgage Protection
Act with current federal consumer protection standards by eliminating 2 outdated
and now extraneous disclosure forms and replace them with a requirement to
provide the CFPB Special Information Booklet with refinance

applications. Federal law already requires lenders to provide the Booklet on
purchase applications.

Specifically, Section 6 of the bill would replace the existing “Borrowers Bill of
Rights” with a requirement that the lender provide the applicant with a copy of the
Special Information Booklet described in 12 CFR 1024.6 issued under the
authority of the federal Real Estate Settlement Procedures Act. The Special
Information Booklet would especially be timely in view of the Truth-in-Lending
RESPA Integrated Disclosure (TRID) Rule that became effective on



October 3™, 2015. The Special Information Booklet, also known as the “Home
Loan Toolkit” provides detailed information including how to:

¢ Choose the best mortgage based on your income and credit scores

o Estimate your total monthly payment and the percentage of your income
spent on your payment

e Shop with several lenders

e Work with your closing agent

¢ Be aresponsible homeowner

SB 578 would also repeal Section 7 of the CMPA, which requires mortgage
lenders to provide mortgage applicants with a “Consumer Caution and Home
Ownership Counseling Notice,” and a list of the nearest available HUD-approved
credit counseling agencies. Federal Regulations enacted in 2014 now require a
counseling notice and list of counselors, rendering the 2002 Michigan requirement
duplicative and essentially obsolete. Furthermore, The Special Information
Booklet provides applicants with current information regarding the procedures and
requirement of home ownership. Also, if the homeowner wishes to visit a housing
counselor, page 12 of the Toolkit has a link to a free or low-cost housing
counselor, or the prospective homeowner can call HUD’s interactive voice system
number for information on available housing counselors.



