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ADVOCACY SUBMITS COMMENTS ON THE CONSUMER FINANCIAL PROTECTION BUREAU’S PROPOSED RULEMAKING ON MORTGAGE SERVICING


On October 5, 2012, the Office of Advocacy of the U.S. Small Business Administration (Advocacy) submitted a comment letter to the Consumer Financial Protection Bureau (CFPB) on the proposed rules on 2012 Real Estate Settlement Procedures Act (Regulation X) Mortgage Servicing Proposal and 2012 Truth in Lending Act (Regulation Z) Mortgage Servicing Proposal.  These proposed would implement portions of the Dodd-Frank Act.  A copy of Advocacy’s comments can be found at www.sba.gov/advocacy.

· The Dodd-Frank Act requires periodic statements for residential mortgages to be provided at each billing cycle.  The CFPB proposed a small servicer exemption from the periodic statement requirement for servicers who service 1,000 or fewer loans. The regulatory flexibility analysis indicated that the 1,000 loan threshold would exclude some of the small servicers. Advocacy encouraged the CFPB to exempt all small entities. 

· Dodd-Frank requires servicers of hybrid Adjustable Rate Mortgages (ARMs) with a fixed rate introductory period to provide six months notice prior to the initial reset period and permits the CFPB to extend the requirement to ARMs that are not hybrid ARMs.  The CFPB proposed changing the minimum time for providing advance notice from 25 days to 60 days.  Since changes were not statutorily required for non-hybrid ARMs, Advocacy encouraged the CFPB to exempt small entities from the non-hybrid rate change notification provisions of the proposal. 

· Dodd-Frank prohibits certain acts and practices by servicers with regard to resolving errors and responding to requests for information. The changes would require costly software updates for small entities. Advocacy encouraged the CFPB to provide sufficient time for the vendors to make the necessary changes to their software prior to the effective date of the proposed rule.

· The Dodd-Frank Act requires rules to be in place by January 21, 2013.  If the rules are in place, the CFPB may delay implementation for up to 12 months. Advocacy encouraged the CFPB to provide small entities with a sufficient amount of time for them to comply with the requirements of this proposal.  
 For more information, visit Advocacy’s webpage at www.sba.gov/advocacy or contact Jennifer Smith at 202-205-6943.
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