
“Community Mortgage Lender Regulatory Act of 2016” 
Sponsored by Rep. Roger Williams [R-TX] 

	
BACKGROUND:	
Under current law there is no uniform definition of “small lender” for laws administered by the CFPB. 
Most importantly, by statute, 99% of banks (assets < $10 billion) are exempt from CFPB exams – in order 
to prioritize limited CFPB exam resources to larger banks, where most lending occurs.  However, despite 
the fact that every non-bank mortgage lender is also subject to the same type of periodic consumer 
compliance exams (in every state they originate loans) as banks are - no comparable non-bank CFPB 
exam exemption exists, even for the tiniest lender.   
 
This bill establishes a uniform definition of “small lender” for both bank and non-bank lenders, and 
provides a CFPB exemption for small non-bank mortgage lenders - as well an exemption for all small 
lenders from CFPB audit authority over third party vendors.   To fully protect against bad practices, it 
retains CFPB exam authority when the CFPB gets a referral from their state regulators or federal agencies 
or when they are subject to any cease and desist orders.   
	
TARGETED	EXEMPTION:	
	
EXEMPTION	ONLY	FOR	SMALLER,	RESPONSIBLE	COMMUNITY	MORTGAGE	LENDERS:	
The exemption is limited to a mortgage lender that is BOTH: 

• Responsible: 
§ 95% of its loans in the last three years are QM loans, AND 
§ Has not violated the law or been subject to a cease and desist order relating to its 

mortgage activities during the preceding 2 years, AND 
• Small: 

§ Net worth of less than $50 million for a non bank lender/less than $2 billion in 
assets for banks, AND 

§ Originated fewer than 25,000 mortgage loans in the prior year, OR 
§ Originated less than $5 billion in mortgage loans in the prior year.  

	
NO	EXEMPTION	WHERE	THERE	ARE	REFERRALS	OR	ADVERSE	ACTIONS	
* The exemption does not apply to a mortgage lender that is subject to a referral by:  
(a) a state or local regulator,  OR 
(b) a federal agency (e.g. the FHA) that guarantees loans the firm originates/services, OR 
(c) the FHFA or the entities they supervise, OR 
(d) any other governmental entities that exercise supervisory authority over the lender. 

 
NO	AUDITS	OF	THIRD	PARTIES	UNLESS	REASONABLE	CAUSE	EXISTS	
The bill also provides that such a smaller, responsible community mortgage lender will not be required to 
audit a vendor or third party contractor unless there is reasonable cause to believe that the third party’s 
actions are contributing to the lender’s violation of the law. 
	
EXPLANATION:	
* The CFPB generally focuses its mortgage exams on larger lenders, in order to prioritize its resources.  
Establishing such a policy by statute, as is now done for banks, makes sense and would relieve small 
lenders of the burden of continuously being prepared for a CFPB exam. 

 
*	Non-banks are already subject to consumer and servicing compliance exams on a periodic basis by 
EVERY state they do business in – and the bill’s targeted exemption preserves the ability of these states 
to refer matters to the CFPB, which could then conduct an exam. 
 
The bill is endorsed by the Community Home Lenders Association and Community Mortgage Lenders of 
America - the 2 national associations whose sole focus is smaller mortgage lenders. 


