
March 14, 2013

The Honorable Sam Graves
Chairman
Small Business Committee
U.S. House of Representatives
Washington DC 20515

Dear Chairman Graves:

Thank you for holding a hearing today to examine how the Office of Advocacy
(“Advocacy”) at the U.S. Small Business Administration (SBA) is effectively representing small
businesses in federal rulemaking proceedings. As you know, Advocacy was given specific
authority by the Dodd-Frank Wall Street Reform and Consumer Protection Act (P.L. 111-203) to
represent the views of small business in conjunction with rulemakings initiated by the Consumer
Financial Protection Bureau (CFPB). 1 Advocacy is working with small business stakeholders
and with the CFPB to ensure small business concerns are considered in CFPB rulemakings. On
behalf of the undersigned small business organizations, we want to impress upon your
Committee that more needs to be done to guarantee that the CFPB approaches rulemakings with
the highest sensitivity towards the Bureau’s impact on small businesses.

Advocacy has solicited the views of small business stakeholders by hosting six
roundtables on CFPB regulatory proposals. At those roundtables, Advocacy encouraged CFPB
officials to attend so they could hear concerns directly from small business stakeholders.
Advocacy has submitted five public comment letters on four CFPB regulatory proposals to
ensure the views of those small business stakeholders are part of the public comments that CFPB
considers prior to deciding what form final rulemakings will take. Finally, Advocacy has
participated in three Small Business Advocacy Review Panels that are required by the Small
Business Regulatory Enforcement Fairness Act (SBREFA).

Advocacy’s involvement has made a difference in sensitizing CFPB to its impact on the
small business community. In CFPB’s loan originator compensation rule, Advocacy was
publicly critical of the Bureau’s “zero-zero alternative” proposal that would have required
lenders to offer a loan option with no discount points or origination fees.2 Advocacy argued that
the “zero-zero alternative” would not have been a viable option for small banks and the CFPB
agreed. The “zero-zero alternative” was not included in the final rule.

1 Pub. L. No. 111-203, Section 1100 G, Small Business Fairness and Regulatory Transparency, (July 21, 2010).

2 Office of Advocacy Letter to The Honorable Richard Cordray, Director, CFPB re: 2012 Truth in Lending Act
(Regulation Z) Loan Originator Compensation (Docket No. CFPB-2012-0037, RIN3170-AA13), pages 4-5 (October
16, 2012). Letter may be accessed at: http://www.sba.gov/advocacy/816/337341 .



In CFPB’s mortgage servicing rule, Advocacy applauded the CFPB’s exemption for
small servicers. Advocacy helped convince the CFPB that an exemption for small servicers that
service 5,000 mortgage loans or less was a better policy than CFPB’s original proposal to exempt
servicers that handle 1.000 mortgage loans per year.3

These are two examples of Advocacy’s work to help CFPB minimize the regulatory
burden on small entities while accomplishing the Bureau’s regulatory objectives.

While Advocacy deserves credit for their work on small business issues, more needs to
be done. We believe that the CFPB should do a better job disclosing how its regulations will
impact the cost of credit for small businesses, a requirement under the Dodd-Frank law.4

We also believe that the CFPB should convene a Small Business Advocacy Review Panel any
time a regulatory proposal will negatively impact small entities. We believe that when there is a
question of whether to convene a panel, the CFPB should err on the side of convening one. The
CFPB is well advised to work closely with Advocacy to solicit and receive small business
stakeholder input as early in the regulatory process as possible. That way, the CFPB can lessen
the likelihood of issuing regulations that have unintended negative consequences on the small
business sector.

Thank you for your Committee’s attention to these important issues.

Sincerely,

Air Conditioning Contractors of America
American Bankers Association
American Composites Manufacturers Association
CHKB, LLC
Direct Marketing Association
Illinois Association of Mortgage Professionals
Institute for Liberty
International Franchise Association
IPC – Association Connecting Electronics Industries
Lorraine Enterprises
National Association for the Self-Employed
National Association of Independent Housing Professionals
National Association of the Remodeling Industry
National Black Chamber of Commerce
National Federation of Independent Business
National Kitchen & Bath Association
National Lumber and Building Material Dealers Association

3 Office of Advocacy Letter to The Honorable Richard Cordray, Director, CFPB re: 2012 Real Estate Settlement
Procedures Act (Regulation X) Mortgage Servicing Proposal (Docket No. CFPB-2012-0034, RIN 3170-AA14) and
2012 Truth in Lending Act (Regulation Z) Mortgage Servicing Proposal (Docket No. CFPB-2012-0033, RIN3170-
AA14), Page 4 (October 5, 2012). Letter may be accessed at: http://www.sba.gov/advocacy/816/335841 .

4 Pub. L. No. 111-203, Section 1100G (d)(1)(A).



National Roofing Contractors Association
National Small Business Association
NJ-PMO
Painting & Decorating Contractors of America
Plumbing-Heating-Cooling Contractors--National Association
Rowley Company
Small Business & Entrepreneurship Council
Small Business Investor Alliance
Steeger USA


