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On form 1502, watch for these common errors

If a loan is transferred from one lender to another, be sure to
report as a status code 7 “transferred” and not a status code 6
“paid in full”

If you repurchase a loan from the secondary market for the
purposes of doing a payment modification (eg., loan not paid in
full) do not report as “paid in full”

On revolvers with 0 balances, do not report as “paid in full”.
Report the 0 balance with the interest paid to date. If this type of
loan “errors” on subsequent 1502, advise the CLSC.

When terming out revolvers, if unavailable funds remain, advise
the CLSC if you intend to cancel those funds.

At four years from the date of approval, if any undisbursed funds
remain, SBA will automatically cancel said funds. Inform SBA of
any extensions you do to the final disbursement date.












Changes to Loan Authorizations before disbursement or during the disbursement
A period (cont.)

D
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For loans made under the Standard 7(a) and CLP programs, lender
must submit the completed SBA Form 2237 along with supporting
financial statement and/or other documentation for approval to:

1. 7aloan processing center if within 7 days of approval
2. Tothe appropriate CLSC if after 7 days of approval

The 7a loan processing center forwards files to the appropriate
CLSC seven (7) days after approval, unless the file is being
held for appraisal or environmental review. If the file is not
being held, any change requests submitted after 7 days must
be submitted to the appropriate CLSC.












B A Loan Servicing Standards

As set forth at 13 CFR 120.535, lenders must service their
loans

based upon the following standards:

Service using prudent lending standards. Lenders must
service

7(a) loans in their portfolio no less diligently than their non-
SBA

portfolio, and in a commercially reasonable manner,
consistent

with prudent lending standards and in accordance with Loan
Program Requirements. Those lenders that do not maintain a

non-SBA loan portfolio must adhere to the same prudent
lending

standards for loan servicing followed by commercial lenders
on

loans without a government guarantee.



D A Non-delegated actions that require prior SBA approval

As set forth in 13 CFR 120.536, the following servicing actions
require
SBA'’s prior written consent:

1. Increases to the principal amount of a loan.

2. Any action that confers a preference on the lender or
engages in an activity that creates a conflict of interest.

Compromises on the principal balance of a loan.
Taking title to any property in the name of SBA.

5. Taking title to environmentally contaminated property, or
taking over operating and control of a business that
handles hazardous substances.

6. Transfers, sells or pledges more than 90% of a loan.

7. Action for which prior written consent is required by a
Loan Program Requirement.
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A E-TRAN in the loan servicing world

Ultimate goal is to enable lenders to handle ALL
unilateral servicing actions (address changes,
name changes, etc.) via E-TRAN.

E-TRAN lenders will also have the ability to view
the status of their loans post-origination (maturity
date, loan payments, etc).

Guaranty Fee calculator built into E-TRAN
servicing module.

Quicker turn around on loan servicing actions.

Competitive Advantage: Ability to respond in the
market place and approve loan changes in an
expedited manner.

Overall programming is very “user friendly” and
easy to learn.

Instant validation provides comfort that there are
no errors in data entry.












B A SECONDARY MARKET EMERGENCY REPURCHASE

* Must have decline of proposed
restructure from Colson

o A statement that the proposed
terms are critical to survival of
business

A certification from lender that
proposed changes in terms will
be made , If purchased

 SBA approval is required



@Bw Subsidy Recoupment Fee (aka prepayment penalties)

Subsidy Recoupment Fee (aka prepayment penalties)
apply when:

— Loan is for 15 years or more

— Loan is approved on/after 12/22/00

— If prepayment exceeds 25% of the outstanding principal
balance within the first 3 years.

Penalty calculation is based on the amount of
prepayment.
— 5% of the amount of prepayment during the FIRST year.

— 3% of the amount of prepayment during the SECOND
year.

— 1% of the amount of prepayment during the THIRD year.

The prepay penalty cannot be waived. All
prepayments are subject to the penalty unless
determined to be involuntary. (eg., loan in liguidation,
eminent domain). Only SBA headquarters, 7(a) branch
can make this determination



Important note regarding additional loan guaranty fees as they
A pertain to loan increases
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» The CLSC processes a large volume of loan increases on a monthly basis!

* For long term loans, guaranty fees are due within 90 days of loan approval.
Therefore:

— If the increase is requested within 90 days of loan approval, the CLSC will process the
request without the additional guaranty fee in hand.

— If the increase is requested after 90 days from the date of approval, the additional fee must
accompany the request, or the CLSC must receive confirmation that the additional loan
guaranty fee has been remitted to our Denver Finance Center. By policy, we are unable to
proceed with the increase until this confirmation is received.

- Short term loans, loans with 12 months or less term, the
additional fee must accompany the request, or the CLSC must
receive confirmation that the additional loan guaranty fee has
been remitted to our Denver Finance Center.



D Important note regarding additional loan guaranty fees as they pertain to
D A some loan extensions

« The CLSC processes a large volume of
extensions of short term loans (12 months
or less) to long term loans (loans with terms
In excess of 12 months) on a monthly basis.
The guaranty fee structure changes when a
loan is converted from short term to long
term. Therefore:

— The additional guaranty fee must accompany the
request, or must have been remitted to our
Denver Finance Center to extend the maturity
past 12 months. By policy, SBA is unable to
proceed with the maturity extension (term
change) until this fee has bee remitted. The
lender may charge the additional fee to the
borrower upon receipt of confirmation from SBA.









B A Servicing issues pertaining to CDC'’s

« Use the Irsc.servicing@sba.gov e-
mail address to submit servicing
actions.

* Include the closing document needing
SBA execution (eg., subordination
agreement) along with the servicing
reguest.

Visit the CLSC website for sample loan
servicing templates.

« Be familiar with SBA policy notice
5000-863. This contains guidance on
the processing of the most common
504 loan servicing requests.



















