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HOUSE BILL No. 5070
August 1, 1991, Introduced by Reps. Jondahl, DeBeaussaert, Martin, Leland, 

DeMars, Barns, Brown and Perry Bullard and referred to the Committee on Consumers.

A  bill to de f i n e  and regulate m o r t g a g e  e s c r o w  a c c ounts; to 

p r o v i d e  for the r e g i s t r a t i o n  of m o r t g a g e e s  w h o  re q u i r e  m o r t g a g e  

e s c r o w  accounts; to p r o v i d e  for the p a y m e n t  of i n terest on m o r t 

g a g e  e s c r o w  a c c o u n t s  and to p r o h i b i t  i m p o s i t i o n  of s e r v i c e  fees; 

to p r o v i d e  for the p o w e r s  and d u ties of c e r t a i n  d e p a r t m e n t s ;  to 

p r o v i d e  pen a l t i e s ;  and to repeal cer t a i n  acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
1 Sec. 1. This act shall be k nown an d  m a y  be c i t e d  as the

2 " m o r t g a g e  e s c r o w  a c count act".

3 Sec. 2. As used in this act:

4 (a) " A ssessment" m e a n s  special a s s e s s m e n t  as that t e r m  is

5 d e f i n e d  in s e c t i o n  1 of Act No. 225 of the P u b l i c  A c t s  of 1976,

6 b e i n g  s e c t i o n  211.761 of the M i c h i g a n  C o m p i l e d  Laws.

7 (b) "Deficiency" m e a n s  the am o u n t  by w h i c h  p r o p e r t y  taxes,

8 an i n s u r a n c e  premium, or an a s s e s s m e n t  due on the r e s i d e n t i a l
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p r o p e r t y  s e c u r e d  by the m o r t g a g e  will e x c e e d  the p r o j e c t e d  

b a l a n c e  of the m o r t g a g e  e s c r o w  ac c o u n t  on the due da t e  for the 

p a y m e n t  of the taxes, ins u r a n c e  premium, or a s s e s s m e n t .

(c) "Mortgagee" m e a n s  an individual, p a r t n e r s h i p ,  c o r p o r a 

tion, a s s o c i a t i o n ,  or other legal e n tity a u t h o r i z e d  to m a k e  m o r t 

ga g e  loans in this state.

(d) " M o r t g a g e  es c r o w  account" m e a n s  a sum of m o n e y  a c c u m u 

l a t e d  f r o m  p e r i o d i c  p a y m e n t s  m a d e  to the m o r t g a g e e  to p a y  taxes, 

i n s u r a n c e  p r e m iums, or a s s e s s m e n t s  on r e s i d e n t i a l  p r o p e r t y  

s e c u r e d  by a m o r t g a g e  loan.

(e) "Mortgagor" m e a n s  a p e r s o n  wh o  m o r t g a g e s  r e s i d e n t i a l  

p r o p e r t y .

(f) " R e s i d e n t i a l  p r o p e r t y "  m e a n s  real p r o p e r t y  i n t e n d e d  as 

the p r i m a r y  res i d e n c e  of the mortga g o r .  R e s i d e n t i a l  p r o p e r t y  

do e s  not in c l u d e  p r o p e r t y  s p e c i f i c a l l y  p u r c h a s e d  for rental, 

in v e s tment, or i m m e diate resale unless the p r o p e r t y  a l s o  se r v e s  

as the m o r t g a g o r ' s  residence.

Sec. 3. (1) A  m o r t g a g e e  shall not require a m o r t g a g e  e s c r o w  

a c c o u n t  as a c o n d i t i o n  of m a k i n g  a loan s e c u r e d  by a d e e d  of 

trust or m o r t g a g e  on r e s i d e n t i a l  property, un l e s s  1 or m o r e  of 

the f o l l o w i n g  apply:

(a) The m o r t g a g e  e s c r o w  a c c o u n t  is re q u i r e d  by a s t a t e  or 

f e d e r a l  r e g u l a t o r y  authority.

(b) The m o r t g a g o r  fails to pay 2 c o n s e c u t i v e  p r o p e r t y  tax 

i n s t a l l m e n t s  on the p r o p e r t y  be f o r e  the d e l i n q u e n c y  d a t e s  for the 

p a y m e n t s .
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1 (c) The o r i g i n a l  p r i n c i p a l  a mount of the loan is 90% or m o r e

2 of the p u r c h a s e d  pr i c e  of the p r o p e r t y  s e c u r e d  by the loan.

3 (d) Th e  m o r t g a g e  e s c r o w  a c count is e s t a b l i s h e d  on terms

4 m u t u a l l y  a g r e e a b l e  to the p a r t i e s  to the loan an d  o t h e r w i s e  co m -

5 p l i e s  w i t h  the req u i r e m e n t s  of this act, and b e f o r e  the e x e c u t i o n

6 of the loan or sale a g r e e m e n t  the seller or lender has f u r n i s h e d

7 to the m o r t g a g o r  a statement in writing, w h i c h  m a y  be set fo r t h

8 in the loan applica t i o n ,  to the effect that the e s t a b l i s h m e n t  of

9 the m o r t g a g e  e s c r o w  ac c o u n t  is not re q u i r e d  as a c o n d i t i o n  of the

10 l o a n  or sale agreement.

11 (2) A  m o r t g a g e  e s c r o w  acc o u n t  e s t a b l i s h e d  in v i o l a t i o n  of

12 this s e c t i o n  is v o i d a b l e  at any time at the o p t i o n  of the m o r t g a -

13 gor, but shall not o t h e r w i s e  aff e c t  the v a l i d i t y  of the loan or

14 sale.

15 Sec. 4. If the m o r t g a g o r  has a c q u i r e d  e q u i t y  in the m o r t -

16 g a g e d  p r o p e r t y  of at least 20% of the o r i g i n a l  p u r c h a s e d  price,

17 the m o r t g a g o r  m a y  ter m i n a t e  a m o r t g a g e  e s c r o w  a c c o u n t  e s t a b l i s h e d

18 in c o n n e c t i o n  w i t h  the m o r t g a g e  loan, unless the t e r m i n a t i o n  is

19 prohibited by 1 of the following:
20 (a) The m o r t g a g e  e s c r o w  a c count is r e q uired by a g o v e r n m e n t

21 loan i n s u r a n c e  ag e n c y  as a p r e r e q u i s i t e  to the loan.

22 (b) The m o r t g a g o r  has failed to p a y  2 c o n s e c u t i v e  p r o p e r t y

23 tax i n s t a l l m e n t s  on the p r o p e r t y  b efore the d e l i n q u e n c y  d a t e s  for

24 the payments.

25 Sec. 5. (1) A  m o r t g a g e e  shall not require that the a m o u n t

26 p a i d  each m o n t h  by a m o r t g a g o r  into a m o r t g a g e  e s c r o w  a c c o u n t

27 e x c e e d  1/12 of the total of the taxes, i n s u rance p r e m iums, or
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1 assessments paid on the property for the previous calendar year,
2 unless the payment is authorized by subsection (2).
3 (2) Deficiencies in the mortgage escrow account may be
4 recovered by the mortgagee after a negative balance occurs by 1
5 of the following methods, at the option of the mortgagor:
6 (a) The mortgagor pays amounts in excess of the amount
7 required under subsection (1) on a pro rata basis during the next
8 12 months after the deficiency.
9 (b) The mortgagor pays a lump sum sufficient to meet the
10 deficiency.
11 (3) If a mortgagee pays property taxes, insurance premiums,
12 or assessments when there is a deficiency in a mortgage escrow
13 account and the mortgagee notifies the mortgagor in writing of
14 the deficiency at least 30 days before the mortgagee makes the
15 payment of the taxes, insurance premiums, or assessments, the
16 mortgagee may charge interest on the deficiency at a rate not to
17 exceed 8% per year.
18 (4) Money in the mortgage escrow account at the end of any
19 calendar year shall, at the option of the mortgagor, be refunded
20 to the mortgagor or credited against the principal balance of the
21 mortgage loan.
22 Sec. 6. If changes in the amount of property taxes, insur-
23 ance premiums, or assessments that are the subject of a mortgage
24 escrow account require an increase in the amount of the escrow
25 account payments, the mortgagee shall transmit to the mortgagor,
26 not less than 30 days before the effective date of the increased
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p a y m e n t s ,  w r i t t e n  n otice of the new pa y m e n t  a m o u n t  a n d  the 

r e a s o n s  for the increase.

Sec. 7. (1) A  m o r t g a g e e  shall not impose a c h a r g e . o r  fee 

for m a i n t a i n i n g  or ser v i c i n g  a m o r t g a g e  e s c r o w  account.

(2) A  m o r t g a g e e  shall not impose a p e n a l t y  or late c h a r g e  

for a p a y m e n t  m a d e  by the m o r t g a g o r  w h i c h  is p o s t m a r k e d  on or 

b e f o r e  the due date of the payment.

(3) A  m o r t g a g e e  shall pay interest to the m o r t g a g o r  o n  a 

m o r t g a g e  e s c r o w  a c count at a rate of 8% per year. The i n t e r e s t  

shall be p a i d  on the bal a n c e  a c c r u e d  in the m o r t g a g e  e s c r o w  

a c c o u n t  f r o m  date of dep o s i t  to date of w i thdrawal. The m o r t g a 

gee shall pa y  the m o r t g a g o r  at least a n n u a l l y  by c r e d i t i n g  the 

m o r t g a g e  e s c r o w  account or by reducing the u n p a i d  p r i n c i p a l  b a l 

a n c e  of the m o r t g a g e  loan.

Sec. 8. (1) If a m o r t g a g o r  is required to m a k e  p e r i o d i c  

p a y m e n t s  to a m o r t g a g e  e s c r o w  account, the m o r t g a g e e  or ag e n t  

s e r v i c i n g  the m o r t g a g e  e scrow account shall f u r n i s h  the m o r t g a g o r  

w i t h  a s t a t e m e n t  wi t h i n  60 days after the close of the c a l e n d a r  

year, c o n t a i n i n g  all of the following:

(a) The b e g i n n i n g  ba l a n c e  of the m o r t g a g e  e s c r o w  account.

(b) To t a l  receipts received in the m o r t g a g e  e s c r o w  a c c o u n t  

d u r i n g  the calendar year.

(c) An ite m i z e d  s t a t ement of all e x p e n d i t u r e s  f r o m  the m o r t 

g a g e  e s c r o w  acc o u n t  during the calendar year.

(d) The b a l a n c e  in the m o r t g a g e  e s c r o w  a c c o u n t  at the end of 

the cal e n d a r  year.
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(2) The a n n u a l  s t a tement required by s u b s e c t i o n  (1) is not 

r e q u i r e d  if the m o r t g a g o r  is p r o v i d e d  w i t h  a m o n t h l y  b i l l i n g  f o r m  

or m o r t g a g o r  p a s s b o o k  that p r o v i d e s  the m o r t g a g e  e s c r o w  a c c o u n t  

b a l a n c e  and r ecord of e x p e n d i t u r e s  fr o m  the m o r t g a g e  e s c r o w  

a c c o u n t .

Sec. 9. (I) The m o r t g a g e e  shall ma k e  the p a y m e n t s  for 

taxes, i n s u r a n c e  premiums, or a s s e s s m e n t s  w h e n  due to a v o i d  p e n 

alties, late charges, interest, or damages.

(2) P e n a lties, late charges, interest, or d a m a g e s  i n c u r r e d  

b e c a u s e  of the m o r t g a g e e ' s  failure to ma k e  p a y m e n t s  w h e n  due 

shall be c h a r g e d  to and pa i d  for by the m o r t g a g e e  or his or her 

a g e n t  an d  shall not be p a i d  from the m o r t g a g o r ' s  funds or c h a r g e d  

to the mor t g a g o r .

Sec. 10. The m o n e y  h e l d  in a m o r t g a g e  e s c r o w  a c c o u n t  is the
\

p r o p e r t y  of the m o r t g a g o r  and is he l d  in trust by the m o r t g a g e e .

Sec. 11. This act a p p l i e s  to each m o r t g a g e  e s c r o w  a c c o u n t  

created, e n t e r e d  into, or m a i n t a i n e d  after the e f f e c t i v e  d a t e  of 

this act. Th i s  act does not ap p l y  to a m o r t g a g e  e s c r o w  a c c o u n t  

e x i s t i n g  on the e f f e c t i v e  date of this act u ntil J a n u a r y  1,

1992.

Sec. 12. A  m o r t g a g e e  wh o  v i o l a t e s  this act is l i a b l e  to the 

m o r t g a g o r  for $ 5 00.00 or a ctual d a m a g e s  s u f f e r e d  by the m o r t g a 

gor, w h i c h e v e r  is greater, plus court costs and r e a s o n a b l e  a t t o r 

ney fees.

Sec. 13. A p e r s o n  wh o  v i o l a t e s  this act is g u i l t y  of a m i s 

d e m e a n o r ,  p u n i s h a b l e  by i m p r i s o n m e n t  for not m o r e  than 6 m o n t h s ,  

or by a fine of not m o r e  than $1,000.00, or both.
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1 Sec. 14. Act No. 125 of the Pu b l i c  Acts of 1966, be i n g

2 s e c t i o n s  565.161 to 565.163 of the M i c h i g a n  C o m p i l e d  Laws, is

3 repealed.
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