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December 14, 2020 

 

Submitted Electronically via Email:  

 

Kathleen Kraninger, Director 

Consumer Financial Protection Bureau 

1700 G Street, NW 

Washington, DC 20552 

 

Re: Outline of Proposals Under Consideration for SBREFA: Small Business Lending Data 

Collection Rulemaking  

 

Dear Director Kraninger, 

 

The Mississippi Bankers Association (“MBA”), the only trade group representing the 

commercial banking industry in Mississippi, was organized in 1889 by thirty-one local bankers. 

Today, our membership includes more than 80 financial institutions, and MBA member-banks 

hold more than 99% of FDIC insured deposits in the state. Sixty-nine of these institutions are 

chartered in Mississippi, and the vast majority are small, local, community banks. In fact, all but 

four of the banks chartered in Mississippi have assets of less than $10 billion.  

 

Small businesses are the heart of the Mississippi economy, and according to the SBA, more than 

46% of Mississippians are employed by a small business.1 Clearly, small business lending is 

critical in our state, and our membership appreciates the opportunity to provide comments on the 

Consumer Financial Protection Bureau’s Outline of Proposals Under Consideration for 

SBREFA: Small Business Lending Data Collection Rulemaking. This rule will impact most of 

our members and employers all around Mississippi. 

 

First, the MBA understands the statutory requirement that the CFPB implement Section 1071 

and the goal to improve accountability and transparency within the business lending system. 

Mississippi banks excel at working with small businesses, including those in underserved 

communities. In fact, more than half of Mississippi headquartered banks are CDFI institutions 

and as such are committed to serving persistently impoverished communities. Small businesses 

in these communities often face unique challenges that require a great deal of lender flexibility. 

Additionally, data reported by the SBA shows that Mississippi banks are focused on serving 

 
1 https://cdn.advocacy.sba.gov/wp-content/uploads/2020/06/04143114/2020-Small-Business-Economic-Profile-

MS.pdf  
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small businesses and that these businesses are critical to our state’s economy. For example, the 

SBA’s 2020 Small Business Mississippi Profile indicates that there are over 262,000 small 

businesses in Mississippi which employ about 46.5 percent of the state’s workforce. According 

to recent estimates, just over three-fourths of eligible small businesses and employers in 

Mississippi received a PPP loan, with over 48,000 loans made. In fact, more than 90% of PPP 

loans originated in Mississippi were for $150,000 or less – the highest percentage of sub-

$150,000 PPP loans in the country.2 MBA members, as proven by the concentration of CDFI-

certified institutions and high percentage of sub-$150,000 PPP loans, are committed to 

supporting and helping small business grow and thrive, even in economically-distressed 

communities that are so common here. Placing new reporting burdens on Mississippi banks is 

likely to be counter-productive and impair their ability to provide service to small businesses. 

 

The MBA appreciates the opportunity to respond to the Bureau’s questions. Overall, the MBA 

urges the CFPB to focus on flexibility rather than creating rigid rules that may inadvertently 

harm both established small businesses and marginal borrowers that depend on lender flexibility. 

Further, these comments focus on the Bureau’s proposals on privacy and reporting as well as on 

which banks should be exempted from these requirements. 

 

I. Definition of “financial institution” and possible exemptions 

 

The MBA appreciates the opportunity under Questions 5 through 12 to provide feedback on the 

proposed general definition of “financial institution” and potential size or activity-based 

exemptions. We believe that the size- and activity-based exemptions currently contemplated may 

fail to adequately exempt many small banks that will struggle to absorb the costs and complexity 

of complying with strict reporting requirements. Indeed, the Bureau’s proposal acknowledges 

that the currently considered exemptions would have minimal realistic impact as almost all bank-

originated small business loans are made by banks larger than either proposed exemption. In 

Mississippi, for example, only 6 institutions have assets less than $100 million. Instead of the 

currently contemplated exemptions, the MBA urges the Bureau to consider a higher asset 

threshold which would avoid imposing significant burdens on many small, rural institutions that 

may not have the ability to hire new staff to manage these reporting requirements. An exemption 

for banks with assets below $1 billion would still allow the Bureau to capture the majority of 

small business loan data without constraining the ability of the country’s smallest lenders to 

serve the needs of small business borrowers.   

 

Further, an exemption based on loan volume could have immediate negative impacts on credit 

availability by creating a disincentive for many institutions to originate small business loans as 

their loan volume approaches the threshold.  Crossing a loan volume threshold would necessarily 

become factored into an institution’s lending decisions, and it would likely chill credit to 

otherwise qualified borrowers.  

 

Smaller lenders and CDFI banks are disproportionately impacted by the current outline of 

proposals. Indeed, these proposals would impose new and costly burdens on community banks, 

limiting access to credit for struggling small businesses at the worst possible time. The MBA 

believes that mandatory data collection and reporting applied to many of our small, rural banks  

 
2 https://sba.app.box.com/s/ylnq513j2ik18m462eqgx3x8plgzrmqq  
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CDFI banks, would be entirely inconsistent with the non-homogenous nature of most small-

business loans made by community banks. Constraining local banks’ ability to work with 

entrepreneurs as our state struggles to recover from this ongoing pandemic will likely add new 

challenges to small business economic recovery at the absolute worst time.  

 

As an alternative, the MBA suggests creating an activity-based exemption for regulated financial 

depository institutions. This exemption should consider a bank’s market activity and seek to limit 

the burden placed on banks in underserved communities, rather than basing exemptions on asset 

size alone. An activity-based exemption could consider the markets in which a bank is 

geographically located and the type of customer base primarily served by the institution. An 

activity-based exemption could better ensure smaller institutions are not unnecessarily burdened 

while the Bureau’s purpose is still fulfilled. Banks that have shown a commitment to supporting 

small businesses in LMI and underserved communities are particularly stressed, and we worry 

that the currently considered exemptions do not fully contemplate the challenges that lenders in 

these markets face in supporting local small employers.   

 

If the Bureau deems a market-based exemption unacceptable, the CFPB could instead consider 

an exemption for CDFI institutions or at the least, banks making loans in certain LMI tracts or 

rural areas. CDFI banks are already held accountable for meeting the standard intended by this 

rule. CDFIs work to encourage innovation and provide fair, equitable, and nondiscriminatory 

access to credit for underserved communities. Indeed, the Department of Treasury’s CDFI Fund 

recognized in a recent statement “the importance of CDFI participation in PPP, especially during 

this time of crisis when low-income and economically underserved populations have been 

overlooked by mainstream lenders.” The CDFI Fund further acknowledged that CDFIs were 

often the “lenders of last resort” for many small businesses that may have lacked access to other 

financial institutions. As recognized by the Department of Treasury, CDFIs often provided loans 

to small business owners and entrepreneurs in areas “with few to no other options.” Placing new 

burdens on these institutions will make it harder to continue their mission and will be counter-

productive and counter to the intent of Section 1071. 

 

Saddling small, rural lenders with the compliance requirements of a final rule implementing 

Section 1071 would unnecessarily burden these institutions and ultimately cause harm to the 

very customers the Bureau seeks to protect. In considering an activity-based exemption or 

exemption for CDFI institutions, the Bureau should remember its reasoning for exempting CDFI 

institutions from Qualified Mortgage requirements. The same rationale that applies to LMI 

mortgage borrowers should also apply to LMI small businesses.  

 

Mississippi is home to the largest concentration of CDFI banks in the country, and these 

institutions are dedicated to supporting and benefitting the very communities and populations 

that Section 1071 intends to benefit. Protecting these institutions from additional and 

unnecessary burdens will ultimately further the goal of Section 1071 without risking the 

unintended chilling of credit to small business borrowers in these communities.  

 

The MBA believes that the exemptions currently under consideration do not sufficiently balance 

in the proposal’s data collection and reporting requirements with consideration of borrowers’ 



 

 

credit needs. If these exemptions are not adjusted, many small, rural banks will be forced to 

consider reducing their small business lending portfolio.  

 

 

II. Definition of “small business” applicants 

 

The MBA commends the Bureau’s efforts to adopt a simplified size standard for small 

businesses. We agree that a simplified definition that will allow banks to quickly determine 

whether or not a business is “small” and avoids the potential complexities of determining the 

appropriate six-digit NAICS code is the ideal approach. The Bureau has proposed three 

alternatives, and the MBA believes that the first alternative would likely be the most appropriate 

option. This alternative best accomplishes the goal of adopting a simplified approach, and it best 

identifies true “small businesses.” Meanwhile, the third alternative would likely be the most 

burdensome standard for institutions to adopt, as it would do little to “simplify” the approach as 

intended by the Bureau. 

 

 

III. Definitions of “women-owned business,” “minority-owned business,” and 

“minority individual” 

 

Mississippi is a diverse state with a substantial number of minority-owned businesses. In fact, the 

SBA recently noted that there are 34,152 self-employed minorities in Mississippi.3 Given our 

members’ involvement in supporting these business owners across the state, the MBA is 

concerned by the additional and unnecessary burdens that the Bureau’s proposal could create, 

and we suggest that the CFPB reconsider the necessity and usefulness of the requirements 

considered in Questions 17 through 19. The MBA strongly supports the Bureau’s proposal to 

allow institutions to rely on a borrower’s representations without imposing a burden for the bank 

to verify borrower and business ownership information.  

 

While the MBA also applauds the Bureau’s consideration of a simpler definition than is currently 

used by Section 1071, we urge the Bureau to consider whether reporting this data should be a 

requirement for lenders, given the additional burden it imposes. There is ample evidence to 

suggest that covered businesses may wish to avoid reporting this data. For example, PPP 

borrower data recently released by SBA indicated that approximately 75% of all PPP borrowers 

did not include any demographic information on their application.4 This shows that borrowers 

decline to provide demographic data, even when requested on a loan application. The MBA 

urges the Bureau to reconsider these reporting requirements. Most respondents will likely decline 

to provide such information. However, the MBA understands the requirements imposed by 

Section 1071 on the Bureau and would therefore suggest that the final proposal consider 

exempting smaller entities from this rulemaking to reduce the additional burden to the extent 

possible.  

 
3 https://cdn.advocacy.sba.gov/wp-content/uploads/2020/06/04143114/2020-Small-Business-Economic-Profile-

MS.pdf  
4 https://www.sba.gov/sites/default/files/2020-08/PPP%20Loan%20Data%20-%20Key%20Aspects%2008212020-

508.pdf – 
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The MBA appreciates the suggestion that the Bureau may allow for the collection and reporting 

of women-owned and minority-owned business status be based solely on applicant self-

reporting. The MBA believes this approach would best address the issue of few applicants 

providing any such data and would avoid placing a burden on institutions. The MBA would 

applaud this approach and believes the Bureau should incorporate this concept into its proposed 

rule.  

 

 

IV. Data Points 

 

While the MBA understands that the statute includes several mandatory data points, we are 

concerned that the proposed discretionary data points are unnecessary, especially given such a 

small threshold for exempting an institution from these requirements. The breadth and extent of 

the mandatory data points is sufficiently broad and imposing the collection of additional data 

could significantly increase the reporting burden for many institutions. This unnecessary and 

additional burden would likely have the unintended effect of harming marginal borrowers, by 

causing many institutions to constrict or narrow their lending to minimize the additional cost of 

this new burden.  

 

The MBA believes that requiring these points would unnecessarily increase the burden for many 

institutions, especially smaller institutions that make up much of the MBA’s membership. We 

believe the statute adequately provides for the reporting of necessary data. As a result, we urge 

the CFPB to not include the proposed discretionary data points in the proposed rule. The MBA 

also reminds the Bureau that collection of these non-required data points is unnecessary because 

fair lending examiners already ensure banks do not engage in discriminatory practices. Requiring 

reporting of discretionary data risks increasing the likelihood of public misconception of 

sometimes complicated lending decisions based on incomplete publicized information.  

 

 

V. Shielding data from underwriters and other persons (firewall) 

 

The MBA urges the Bureau to reconsider the proposed firewall provision which seeks to limit 

information-sharing between employees. This proposal could create an expensive burden for 

many institutions, especially smaller institutions typical to Mississippi. Under the currently 

considered exemption threshold, the smallest Mississippi bank subject to this proposal employs a 

total of 36 people across its entire branch network. The MBA shares the Bureau’s concern that 

limiting underwriters’ and other bank staff access to relevant information could be problematic 

for many institutions. Indeed, small staff sizes for many banks in the state would make the 

imposition of this firewall highly problematic. Imposing such a firewall appears to presume that 

many institutions would have the sufficient staff and resources necessary to make such a firewall 

effective. The MBA agrees with the Bureau’s acknowledgement that such a firewall could be 

problematic and not feasible, and instead suggests that the Bureau develop a disclosure for 

borrowers which explains the institution’s access to such data.  

 

 



 

 

VI. Conclusion 

 

The MBA thanks the CFPB for the opportunity to provide comment on its Outline of Proposals 

for implementing Section 1071, and we hope these comments are helpful to the Bureau’s process 

as it moves forward. The MBA also urges the Bureau to consider the possibility of additional 

negative impacts that the final proposal could have on both institutions and small businesses, 

especially as states like Mississippi continue to struggle to find economic opportunities even 

through the hardships imposed by the ongoing COVID-19 pandemic. Imposing additional 

burdens that unintentionally chill small business lending will doubtlessly further weaken the 

fragile yet ongoing economic recovery. The Bureau acknowledges that this rule may cause 

institutions to reduce their small business credit product offerings or standardize their 

underwriting process, and this in turn could chill credit to many small businesses. The costs and 

reputational risk to Mississippi banks, especially smaller institutions, could drive banks to reduce 

their overall product offerings. This would ultimately harm the very borrowers that Section 1071 

was intended to protect. The ultimate impact of this proposed rule could significantly reduce the 

availability of credit for borrowers that may have otherwise been available. 

 

We hope you find this feedback helpful as you move forward with your process, and we 

welcome the opportunity to provide additional information and input as this rulemaking process 

proceeds.  

 

Sincerely,  

 
Gordon Fellows 

President & CEO, Mississippi Bankers Association 

 

 


