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PRESERVING FAIR STANDARDS FOR COMMUNITY LENDERS
 

 
 

CMLA & CHLA URGE A FIX FOR MORTGAGE SERVICING RIGHTS TAX 
ISSUE 

 
 

 
 
Washington, DC, November 29, 2017– The Community Mortgage Lenders of America 
(CMLA) and the Community Home Lenders Association (CHLA) sent a joint letter to 
Senate leadership today urging an amendment to address the issue created for small 
lenders by a provision in the tax reform bill (Section 13221) that would significantly 
multiply a lender’s tax liability for mortgage servicing rights, in excess of income 
actually received. 
 
“Under current law, accrual taxpayers pay taxes on income in the year that it is 
earned, “ the letter stated. “However, the bill approved by the Committee would change 
the tax treatment of deferred income by requiring mortgage servicers to pay tax on the 
mortgage servicing right when it is created, not when cash is received as under current 
law.  Such a change would cause significant harm to mortgage servicers, particularly 
many independent mortgage banks (IMBs) and other small lenders, because it would 
create a tax expense for servicers that must be paid up front in cash, even if the 
income is not yet received in cash.”   
 
The letter went on to say “Many IMBs and other small lenders could no longer service 
mortgages, as they would have not have the cash to pay the tax when it came 
due.  Consequently, they would need to either borrow money to make these payments, 
or more likely, decide to sell their loans with the servicing asset “released” to larger 
lenders, likely large bank servicers or hedge funds which would have the liquidity to 
handle this change.  Furthermore, without the ability to accumulate a base of 
mortgage servicing rights assets on their balance sheets, IMBs and other small lenders 
that only originate loans would be subject to greater volatility, and have a more 
difficult time managing the ups and downs of the mortgage market.” 
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 About the CMLA 
 

CMLA is the only trade association solely dedicated to advocating for 
independent, community-based residential mortgage lenders, both mortgage 
companies and community banks. Founded in 2009, the CMLA is committed to 
the preservation of a thriving independent mortgage-lending sector, which 
increases competition in the industry and thus, provides borrowers with greater 
choice and lower costs. The CMLA works to ensure the interests of its members 
are effectively represented before members of Congress, Federal regulators and 
the Executive branch. 
 
For More information please visit www.thecmla.com and/or direct policy and 
member inquiries to Glen Corso at 703-467-0420 or gcorso@thecmla.com 


