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—
Role of the Servicing Center

Four Main Functions

Loan Servicing : 504/7A Loan servicing.
Supervisor: John.Gossett@sba.gov

SBA Express Purchase and Liquidation: Purchase demand package (purchase
demand kit) processing.
Supervisor: Barbara.Jung@sba.gov

504 Loan Purchase and Liquidation:
All requests relating to 504 loans downgraded to “in liquidation” status.
Supervisor: Gary.Wamhof@sba.gov

Post Servicing: 504/7A Post Liquidation Actions: Offers in Compromises,
loan charge off. Supervisor: Raymond.Kulina@sba.gov.
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Role of the Servicing Center

Four Main Functions

Loan Servicing : 504/7A Loan servicing.
Supervisor: Shirley.Walls@sba.gov

SBA Express Purchase and Liquidation: Purchase demand package
(purchase demand kit) processing.
Supervisor: Gerald.Johnson@sba.gov

504 Loan Purchase and Liquidation:
All requests relating to 504 loans downgraded to “in
liquidation” status. Supervisor: Steve.Park@sba.gov

Post Servicing: 504/7A Post Liquidation Actions:
Offers in Compromises, loan charge off. Supervisor:
Izora.Harris@sba.gov

—————————————————————————————
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Fresno Servicing Contact Information

Fresno Commercial Loan Servicing Center
801 “R” Street, #101
Fresno CA 93721
Tel: 800-347-0922, Fax: 202-481-0483
General e-mail:
fsc.servicing@sba.gov

Please fax request if company policy prevents sending private information via email
and must be sent as secured. Center not allowed to open secured email.
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Little Rock Servicing Contact
Information

Little Rock Commercial Loan Servicing Center
2120 Riverfront Drive, Suite 100
Little Rock, AR 72202
Tel: 800-644-8564, Fax: 202-292-3878
General e-mail:

Ir'sc.servicing@sba.gov

Please fax request if company policy prevents sending private information
via email and must be sent as secured. Center not allowed to open
secured email.
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Green = Fresno

& Yellow = Little Rock




—
Centralization of Servicing

Loan Approved by
Processing Center

Loan transferred to CLCS after final disbursement of term
— loans and partially disbursed revolving loans ($1 is a
partially disbursed loan) ARC loans have
disappeared...or should have...
Delegated/E-Tran PP

Loan Loan transferred to CLCS after final disbursement

of term loans/partially disbursed Express
Revolvers. PLPs No Longer need to send Loan
Authorizations to Centers but rather upload into E-

504 Loans TRAN (J)

Loan shipped to the CLSC once the debenture
has funded.

I ———.
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—
Loan Servicing Standards

That Question from the Lender. ..you know the onel!

m Assetforth 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.

]
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Loan Servicing Regulations

* Agency regulations set forth at 13 CFR 120.535 and 120.536,
SOP 50-57-2, 50 55 and SOP 50-10 that was in effect at the
time the loan was approved provides standards for the
lender loan servicing.

* Link to SOPS

e https://www.sba.gov/document?sortBy=Effective%20Date&search=&docu
mentType=SOP&program=All&documentActivity=All&page=1
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—
SOP50-10

* SOP 50-10-4 * SOP 50-10-5 (F)
* Loans approved 01/29/99 to * Loans approved 01/01/14 to
07/31/08 09/30/14
* SOP 50-10-5 (A) * SOP 50-10-5 (G)
* Loans approved 08/01/08 to * Loans approved 10/01/14 to April
09/30/09 30,2015
» SOP 50-10-5 (B) * SOP 50-10-5 (H)
 Loans approved 10/01/09 to * Loans approved 05/01/15 to
09/30/10 12/31/2016
* SOP 50-10-5 (C) * SOP 50-10-5 (1)
* Loans approved 10/01/10 to * Loans approved 1/1/2017 to
09/30/11 12/31/2017
* SOP 50-10-5 (D) * SOP 50-10-5 (J)
* Loans approved 10/01/11 to « Loans approved on or
05/31/12 after 1/1/2018
» SOP 50-10-5 (E)
* Loans approved 06/01/12 to * SOP 50-10-5 (K)
12/31/13 * Loans approved on or
after4/1/2019
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SOP 50-57-2

“Should” versus “Must”

e Should =Guideline.

* Recommended but not required. Lender will have to document file to ensure credit
decision based on prudent lending practices followed when “should” requirement is not
followed.

* Must = Required.

» Will need exception to policy by SBA.




—
Changes After Final Disbursement

SBA considers a partially disbursed revolver as fully disbursed.

Servicing Center services all 7a Loan Programs in its jurisdiction (borrower
physical address).

Loan Processing SOP 50-10 that is in effect at the time loan was approved for
increases, interest changes, guaranty percentage changes, loan program
requirements and assumptions/ownership changes.

Loan Servicing SOP 50-57-2 (7A) Note: 50-55 is for the 504 program.

Delegated versus Non-Delegated
* Once loan is fully disbursed, all 7a lenders have delegated
authority.

Use 7a Lender Matrix for guidance on what requests require SBA approval.

]
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New 7a Matrix
Version 14
Where can it be found?

SBA’s new process for measuring urban and rural lending activity

To enhance the quality of SBA’s reporting, SBA will rely on data from the US Census
Bureau to determine whether the small business applicant is located in a rural or
urban county. Loans with a project address in a county the US Census Bureau has
defined as - ‘Mostly Rural’ or ‘Completely Rural” will be treated as rural loans and as
l ‘Mostly Urban’ will be treated as urban loans.

More information about the Census Bureau’s urban-rural classification and the Census
Bureau’s County Classification Lookup Table can be found

here: https://www.census.gov/geo/reference/urban-rural.ntml &
here:http://www?2.census.gov/geo/docs/reference/ua/County_Rural_Lookup.xlsx

Unilateral Action Matrix for 7(a) Loan Servicing-Liquidation V-14
Download the SBA Unilateral Action Matrix for 7(a) Loan Servicing Liquidation V-14
here.




Servicing and Liquidation
7(a) Lender Matrix, Version 14 - 05/01/18

Servicing and Liquidation Actions
a) Len lel Matrix

icabie Loan Frogram Reg
Plauss see Foomotes atend of document. Al lender actions Mist comply with SEA Ioan program requirements
Lendars irod to wse E-Tran icih d with nthe E-Trn R ired columes below. Landars are required to notify the

Cemtar for other
sctions, as idsatified balow. For actions roquizing SEA actification via the Cantes, Lendsrs will recsive 3 raply ackowlading that the nocificasion was recaived. Actioms subsined 1o e
lodgemant.

Cantar that do not requine SBA natification or pricr SBA approval will not receéve an acknaw]

TUmilateral Actions

¥ 2 lender makes a change msing E-Tran servicisg,
2 separate netification to SBA is not required and Should not be seat.

Requires Prior
Mo Noification | | 553 Approval

Natify Center] Required

i T SO ST

and roquasts for pricr SBA approval Mist b sext to the Standard 7(z) Loan

Guarmty Processing Caatar (LGPC) i accordanca with SOP 30 10 5,
i B

Approved Loans Prior to Final Di - See SOP 50 10 5, Subpart B
*Revalving lincs of credi dered fully dhsbursed wpos tnittal dish
cmmmm“mmm]nmpmmgmmm
Loan approved under delegated autharity’ X
Loan approved bry the Standard 7(a) Lean Guarsaty Processing Conter (LGPC) X
Inczwase or Decrsase lean amomnt oo lozms approved nndar delegated authority X
Incroass ar Decrsasa loan amsomnt oo loans approved by th Standard 7(a) LGPC
Changs in SBA's Guaranty percentage.

c'-_, puior to imitial dishu: £ X

1[4

wummWsmmmmwmwmmuwm x
Change losm maturity dse X
Extand final divburssmant dat X
Changs Obligers address or logal'mads name of usinsss

Cancal SBA Guaranty prior to mitial disbunamant

Cazcal SBA Guasanty after initial disburssmant |

Change tin in E-Tran. (Loan should b
wﬂnldjmpmndeT]m

Changs from the Dats of the Not 1o the Dat of Iuitial Dishunsment in E-Trm
Caaage e Bomower s Nams ar Address in 5-Tran

Add 2 Guaranter (All S0P Rogus apply iginal 1815, Condi, stz )
Fsinstatomant of SBA Guarasty X
Afier final disbw actions & ira SBA notificat
Loans in Servicing & I igwidation after final ‘prior SBA apgroval Must be seat to the appropiats
See SOP 5037 7 and 13 CFR 120,535 and 1 20,336 Commarcial Loan Sarvicing Canse (CLSC).

Activity cruating real, apparsat, or potuntizl conflict of imturest/ Confier 2 Prafersace ©
Fslsate Borrowsr or Guarasor

(Comproesise principal balance owsd *

Assumption of loan with ralsase of origimi Borower | Guaramar

Tako titla to amy property in the nama of SBA

Tako titla to Contaminated proparty, or take oves cperation ar commel of a business
tiae hamdlos Hazardons Sshstances or is located en Contaminated property.
Emargancy Purchise from sscondary markst
Detsrination o & 7/ subsidy:

loast ammally)

R I

S Approval Regulral

Reimmmment of SBA Guaramy
Extracrdinary sarvicing & par 13 CFR. 120231 (5)
Encruass Joan amoust an loams approved by the Standard 7(a) LGPC *
Tramsfior, 36l or plodge more than 50% of a loan
Tramsfer, 3ol or plodge 907 or less of a loan x
Docrezse 1o loan approval amesnt o SBA's Guaranty perceaiage x
mmﬁmmmmimwmmm x
B i for loans in. fcing © '* X
date for oana fn Liguidation
cmmmmmmmlnmgmgm
Changs in Borrowse's logal structus”
Add a Guarantor to the loan X
(Comrest or Changs BIN ar S5H ' X
Changs Obligers address or legal'rads name of busizes’ x
A o of loan wi iginal Bormowar | Guarantor X
Transfor boas into liquidstion status’ X
Rstura loan to regnlar servicing statas” X
Change a loan to PIF stams’ X
Encruass Joan amount on beams approved ndar delegated authority” X

— X

i [m

|

Etran Update or SBA Notflcation Raguired

Foor the most recent version of this matrix, cick herst

vErHon 13 SiU
*Flease check S S3A Websiis for the most up by date version.

‘CapMETERT WO T hi= Matrix are defined In Ch 2 of S0P 50 57 2
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SBA Servicing and Liquidation Actions
7(a) Lender Matrix

Tmilatesal Acsions
Require: Prier
Nosify Center "“;“:1“3:::“ 5';;::1911107:1

Subordinars | eleass lisn' X

. Defer payment™ X

3 Raleasa | sabutiuta collasral” X

E:é aeply) X

z !Chmmlommmmmmgmnomnrmm X

2 ¥ Carmct fypagraphical amar in loan documeats, (incleding Loan Authorisation) X
Maka Joan that does nct advarialy afect callstaral positon of S84 guarantosd loan X
Chmﬂwthﬁlnrhandmmmmm X

Li Aciions !
Liguidstion Flams and Tor L d under CLP proceduses (Liquidation Flans are <

otier aid )

Sale of collateral ex acquized collateral o the Lender, an Associats of Lender, *
amplayes of Lender or Closs Ralative of an scsployes of the Landsr
Privats sals of collsweral or acquired collataral to 3= Okliger, or Close Ralatve or Associste of an <
Obligor
Appeint a mecaiver x
Comtizrss liquidstion actions for mows than 24 months past dats of guaranty purchase x
Public, privats or negotizted s2la of collatersl {sther than thoss abovs]” X
Initiat foreclosure procesding'® X
Obeain Phase T or Phase IT anvircomenta] andit (may be neodad for possibls x
acquisition of property or ofiser rezsem)
Dosd in lisn that will mot y X
Enter Protective Bid at foraclosem sala X
Purchase or pay prior lisa' X
Sita visit X
Obtain corrant Appraisal X
Pay roal sstato taxss X
Hire anctionecr or appraisar’ X
Postpoms liguidstion action if necessary '* X
Abandon collztsal when justifed X
Tarmimats SBA Guaranty aftar subesission of Gazranty Purchase Dumand Kit | X

Iitipation A cien:
Lifigation Plan and budgat (for Routine Litigation'" and logal feos undar $10.000) X
Liigation Plan and badgst (if logal feos axceed £10,000 or Nan-rewtine Liigaticn™; or x
if Rourins Litigation bacoms : nen-ronting)
Amandnscats to Litigation Plass whare mabarial changes ariss thart wars not addresied <
in tho arigizl plan
Any smondmants to an approved Litigarion Plan if Sz incraase by mera than 15% X

Eor the most recent version of this matry, cick herst
Guaranty Fees
Om lpans that have been mitially disbursed, the guaranty fee associated with any increase in loan amount or extension of maturity approved by SBA Must be paid
to SBA, whether or not the increase or extension of maturity i= subsequently cancelled. Am:lumln\fﬂl.e)aq\madmmwmmnfmmmEmnwm
constinmte SBA'S prior written consent.
The Lenders are reminded to remit Guaranty fees to SBA using www pay gov (in accordance with SBA Procedural Notice 2000-766 dated 713

f097). Ifa servicing action
(Lender's

requires that a fee be paid to SBA. such as for an increase to a lan amount or extension of manarity, mﬂﬂeﬁmdﬂemﬁmﬁme{mw change in
E-Tram). In the event a short term loan is extended to over 12 months the additional Guaranty fes is owed or an explanation that the extension iz solaly for purposes of
orderhy repayment of the debt (subject to determination by SBA) Must be sent to the CLSC.

Lender Documentation

Lenders Must document the business reason and justification for their decisions and retain these and supporting documents in the lean file for firure SBA review to
determine if the actions taken were prudent, commercially reasemabile (consistent with generally accepted commerrial lending practices) and complisd with applicable
]nan]xogmmrequnmis “‘hmmhqgmﬂm&llswnhmahn&fsnmkmlambm the lender iz encouraged to notate the loan fle with a statement such as,
"This action was taken under unilateral autharity "

Lender Reporting after Guaranty Purchase (Liguidation Status Reports)

(1) Lenders Miust submit a loan stats report within 135 business days of Purchase by SBA from the secondary market. The report Should address the status of the Bomower,
Guarantors, collateral, workout or restructuring plans, Squidation activities melding sale of collateral, foreclonures and litization. The report Should be accompanied by
documentation needed for SBA to conduct a pest-Purchase review.

(2) For all loans SBA has purchased. sither from the secondary market or directly from the Landar, Landsrs mmst provide the SBA Loan Canter with a written status report
every 6 months, starting with § months from fhe date of guaranty purchasa. or the effective date of the most recant SOP 50 57, whichever is earler, until the Landar has
provided evidence suficient to SBA that the loan is resohved.

{3) Lenders Must submit Charge O Tabs (also known as 2 Wrap-up Repart) for each loan cnce all for collaction and liqui icfied. and further
Tecovery actions are ot cost-=ffective. Lenders Must notify SBA if they will contimpe recowery actions since loans cannot be sent to Treasury for firther collection if the
lender is till servicing the loan.

Hemdon Charge Off Tabs [Ersano/Litic Rock Charoe OFf Tabs

Versiom 14 52018

Capitalized words In this Matrix are defined In Ch 2 of S0F 50 572 *Flease check Se S3A Websiis for the most up ko Sate versian,




7(a) Lender Matrix (continued)

S BA Servicing and Liquidation Actions
7(a) Lender Matrix

Lenders may contact mwmmemmmumommw if they have questions regarding the use of this matrix.
Lendars Should direct thair actions. d quasts the following eouadl addresses:
ational thmcmu

General Equidation actions and questions: kanresobaticn/gika gov

Expenss rimbrrismsent submision and questions: shacpeditha gov

Wrap =p subesission and questions: shachergecfiZvba gov

Gezsral Purchase questions: JpaPurciaselshagoy

Sacondary market quasticns: nunmmmmﬁsh.m
Plaasa visit the Mational Guarasty Puschace Cantar Wabsits for all Liguidation and Purckase (non-SBAFxpress) rulated questions.
Commercial Loan Service Cemters
Landens Should direct their saricing actionTaquest to-
Fresnc's Contact information and Webcite Littis Rook's. :nnnntmnnmm and Webcite
Purchase Demand Kits & quesSions -_fsc. purchasingdisba gov Furchase Demand Kits & gue: o
General liguidation actions and questions - fsc ourchas RO @sba oo ‘General iquidation actons -LR3C st gov
‘Questions regarding Servicing - fic.senvicing st gov ‘Questions regarding Servicing - LESC. servcnafisba ooy
Charge OT/CIC submission and questions - S postservionadisba.goy Charge CSDOIC submission and quesSions - LRSC postsenvicing@sba. gow
Foofmotes
1 Afiar cloving a PLP loan, ths Jandar Mast send to the appropriate CLSC (Littls Rock) 2 copy of the d ization, inchadi ifications. (S0P 50 10 5(T), Chapess 7,
E-2 page 228); 2l decuments should bo uploaded through ETRAN for loans approved after 01012018
SBA closing requirements ars the same for loan: paarmmed through PLP processing as for nox-delegased loans. The same fomss uireed; landar inall

im the Lender’s loan Sla

2 SBA dofines a foxed rats loan a3 ome that boars the sama intarust rate for the sxtire tarm of the boan. Afer loan approval, the lender may changs the initial Nots rats, inchuding tha bass
rate, the spread over the bass rate, or fum 2 fed rats to 2 varishls rats or from 2 variable e to a fxed rate, provided the new imerest rats doos not sxceed the Eaximum allowsbls
imtarest rate at the time of the loan application. The lender Must obtxin the Borowsr's written agresmant and Must notify the LGPC or appropriate CLSC of the change o, if prior to
disbursamont, macs the changy through F-Tran servicing. 1FSBA changes the permissible mxaximem imerest rates for 2 specific T{a) program, the now rates apply anky o loans.
approved on or afer the effsctive date of the changs.

3 Lenden are recsinded aot 10 sagags in sy action that cold create » Prufarsacs. (See definiticn in 13 CFR. 120.10 - rafurance is any smagsmsat gving 3 Landar or 2 CDC 2

SBA rlating to the making, mxmgmhqnmnnnndahnmlnmmmmmnhamg; as mp-\mm.nouamnl.pmmmml

muuamm!mmunnr.mnrwmm of a sapasate or om loan comsent.™) Expacially would be
a lamdar's acticns in y affact am SEA loan to the same Borrower.

4 Compnminmﬁmnr(}nmnmoiﬂmnpornmofamnndm‘upqmnhdanamﬂmﬂm

5 Lendar's Purchase demand Must be made within 180 days afier ofls son / litigation actions, or SBA may be ralaased of ifs lishility co the loan
Guaranty.

& For loams that Bave besa sald in th anyp ifications, change to the loan amount, interest rate changes, sxtensions of matrity and defcments over 30
dayi(l:mnhmu}\hnhmmwmwm Landurs Shosld sand thess Servicing Raquasts directly to tha FTA. with subsoquant notiication and evidenca of imester approval
Sarwazded to the appropriats CLSC.

7 Lendars st mse E-Tran to transfar loans to liquidation states 20 to cancel the SBA Guarasty pricr sas wat. Landers are obligated to pay the
SELA Amums] Servica Fos for mvacy sppraved Ioan u=sil tha landar cancels tis guaresty n E-Trem or subemit a darmand for gusrasty purchass with 2 complsts guarasty purcisss
packags acceptabls to SBA. per SOP 0 372 Ca.23. PaxC. Innd.mmryahom]!'hmmonrm]ﬁlﬂwpmngm Tfa parmitied wnmhmnm.mm‘nmun
far the changs s 1ot to ba sent to a CLSC. Afis leadrs will seed notify the Caoter i ardsr to tarminats the SBA Guaranty. After Guamanty

Burciuasa, Lamer's Must wse pay gev (SBA Feem 177) fo remnt SB.A's shars of amy recevary ez peyemess, inchading paymants fiat revelt in BIF. A Subidy Rascupessat Fos (SEF) &
payable to SBA for loans with a maturity of 15 years or mars that are pre-paid by more than 25% of the highest outstanding principal balancs duing 2y oas of tha first thres
mccessive 12-moath periods following loan diskemsemssnt, per 13 CFR. 120.223. Bomowar is respansitle for paying the SRF that Colson bills the landsr when applicabla.

# SBA Must be notified of a changs in Barrower lgal stracturs if it results in 2 change to FIN or S5M of any obliger. Pricr cwnars of 2 business may aot re-acquire 22 owmsnkip
interuat in the business i SBA Snancing =sed to purchse the business from the prior owner{s) recsiins outstanding.

“ SBA required Bazard insurance ez all callateral (13 CFR. 120.160). SBA comsiders it tobea ing practice for landars to maintain § ila collateral.
1w 1m.smum“mm!ummvamamn-MIhmofmnoo mumumm:uumnm»sm
11 Routine Litigation meazs ‘mattars § ctions) baving estimated lagnl faes not exceeding $10,000.

lf\wm:qnmﬂnkwwhglhndptwﬂlnmd!mﬂﬂﬂ um,.mmnmMmmmmmsmmﬂmmadmupmnmmpmmnm
via the losursssluton b gov in-box for Hemden. fis purchasingiiiba gov for Freawo, 2nd LRSC FapresiPurchaseguhe gov for Linls Rock. Leadars Should convalt addstiomal

litigation in SBA's oz 21 13 CFR. 120.540. Landers are canticoed not to incer Jegal fiss or other costs oa loans whers recovery camat reasemably be sxpected.
17 Mon-routime. inchides:
1) All iigasion whars factual or lagal ismes ars i di : hnticn thromgh adjuds

(2) Any lifigation whare lagal fess are estimated o exceed 10,000
(3) A=y litigation inwolving 2 loan whers a leadar has 2 actml or potential conflict of itersst with SBA
(%) A=y lifigation inwolving 2 a) lan whare the lander ka: mads 2 segarats loan to the same Besrowsr which is ot 2 7(a) loan.

3 5BA loans sbould be removed Som liquidation statms and retumed to regular servicing whea the bormower bas execated 2 writtan oo of regular
paymants. Lenders meest st o SEA 2 cogy of e sxscated workont ar medsfeation agrament alang with fais reqess to changs the states offhe lotn back ta regular sarvicing.

14 Lendens he iate SBA center for any changes which invalve 3 bormower with Joazs to sltipls istitutions, as such actica cannct be pacformed via E-Tran.
15 Landars Must sufar to the S0P 50 10 in affect at the tms of kan approval for Program Guidslines and sctioss ralative to Loan or Bamewer Eligiblity, graranty or loan ameznts, o
those relaed to inberest rates. IFSBA changes the permissible maximem guarazzy ar loan amount, thoss sew Progmam Guidslines apply caly to loazs
approved an o affer the sffective dats of the chungs.

& Landers £ the resclution of all SBA purchased loams within 24 months of purckase - mless SBA approves 2 written extension price o tha sxpintics
of the applicable 4 month period. SBA reviews all axtansion Tequssts on a case by case basis to svalmate the existunce of sxtemmating circamstances that cold warrant an extansion,
inclading fudicial foreclosurs and protractsd basknuptcy procesdings. Ses SOP 30 572 Chapter 23. Paragmaph F for additional geidance om the mbesission of extensicn requasts.

Eor the most recent version of this matix, cick here?
Wersion 14 SM/2018

Capitaized words In this Matrix are defined In Ch 2 of S0F 50572 “Flease check S SEA Websits for the most up b cate versian,




—
Documentation Requirements for Actions

taken within Unilateral Servicing Authority

When taking any servicing/liquidation actions not requiring SBA's prior written
consent, please take great care to document the justifications for your decisions
and retain these and supporting documents in your file. Such documentation will

be crucial to SBA’s review of your handling of the loan and for SBA’s determination
as to whether your actions were prudent, commercially reasonable, and
complied with all Loan Program Requirements. This same documentation and
justification is also crucial to facilitate the comprehensive SBA review of purchase
packages and liquidation wrap-up reports which Lenders must submit to SBA at
the completion of liquidation.

Document! Document! Document!

& Copy of Matrix in effect!

—————————————————————————————
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E-TRAN - Servicing
see Matrix

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

e Guaranty Fee calculator built into E-TRAN servicing module.
* Instant turn around on loan servicing actions.

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

Sﬂ.‘—
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For Center Assistance on E-Tran
Servicings
Please contact your local District
Office for E-Tran Guidance and
Training




—
SBA Form 1502 Reporting
SOP 50-10

e Mandatory on all 7a loans with an outstanding SBA guaranty, regardless of payment
activity.

* The due date for the Form 1502 and payments to Colson is the third calendar day of
each month, or the next business day if the third day is not a business day, plus a two
business day grace period.

* Responsibility of lender to know what loans to report & not Colson.

 Important! Go to Colson’s website and be familiar with it.

« “1502 Fee Calculator”

e https: nservi nymellon.com

Sﬂ.‘—
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1502 Common Errors

* Loan status incorrectly in “Paid in Full”/status code “6”

* Lender reported erroneously on 1502 as “Paid in Full”.

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

* Onrevolvers with $ 0 balances, do not report as “Paid in Full”. Report the 0 balance with
the interest paid to date.

* If aloan 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”.

 Loan has matured and system will automatically mark loan as “Paid in Full”.

»Loan disbursed and guaranty fee not paid within 90 days of approval

Sﬂ.‘—



—

1502 Common Errors (continued)

* Disbursed revolver loan being reported as undisbursed or Paid in Full when paid down to 0.
* Oncerevolver disbursed, DO NOT report as status code “9”.

* Loan balance being reported, but no disbursement amount being reported.

* Loan balance is greater than approved Loan Amount:

* Revolver loan incorrectly booked in system as term loan and undisbursed funds after 48 months decreased
from loan amount.

* Loan amount entered incorrectly in system.
* Increase approved by SBA, but not entered by SBA in system.
® Loan not reporting on 1502

e Incorrect SBA loan number.

« Incorrect servicing lender.
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1502 reporting (continued)

Colson Customer Service

(877) 245-6159
E-mail: info@colsonservices.com

Think Dashboard!

]
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Seasoned Loans

Servicing requests should generally be less stringent for “seasoned” loans.
However, lenders must exercise care to avoid abuse of the classification. If a lender
recommends a request based on the “seasoned” loan classification, lenders must

identify this classification in their credit write up.

» Seasoned Loan means that for 18 months after the initial disbursement /
final disbursement if it occurred more than six months after the initial
disbursement, or if there was a default, the Borrower cured it and for 12
months following the 18 month post-disbursement period, the Borrower did
not:

* a. Fail to make a scheduled loan payment;
* b. Fund a scheduled loan payment from the sale of collateral;
* ¢. Have more than three consecutive scheduled full payments deferred; or

* d. Experience an event of default that required the loan to be classified in

liquidation.
$BA —
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Increases - Express Revolvers

* Not allowed on Recovery Act or Jobs Bill Loans. Funds have exhausted.

* Increase on these (Express Revolvers) must be requested within 7 years
from the date of approval. 50105 J -5 years!

* For maximum loan amount, refer to the SOP 50-10 which was in effect at the
time the loan was approved.

* Any increase request on an Express Revolver Loan that is above 33% above
the original loan amount must include an analysis of appropriate credit and
risk factors.

o Additional guaranty fee due within 30 days from Date of SBA approval of
increase. Note: if lender increases in E-TRAN fee is due!
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Increases - Term Loans

Not allowed on Recovery Act or Jobs Bill Loans. Funds have exhausted.

Any increase request on a Standard 7 (a), CLP, PLP, SBA Express and Pilot Loan Program term loan
that is more than 20% of the original loan amount or is more than 18 months after the original
approval date, the lender must include with its request its analysis showing the purpose of the
increase is the same as the original purpose of the loan and the borrower’s cash flow can
support the increased payment amount.

Key to remember 48 months...Increases within the first 48 months on term loans!

For maximum loan amount, refer to the SOP 50-10 that was in effect at the time the loan was
approved.

If sold on the secondary market, SBA cannot approve increase without investor approval.

Additional guaranty fee due within 30 days from Date of SBA approval of increase.

]
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CAPLines

» Maturity on CAPLines approved after 10/1/11 = Revolving period no greater than 10 years,
except on Builder’s Capline which cannot exceed 5 years.

* Maturity on CAPLines approved priorto 10/1/11 = Revolving period no greater than 5 years.

* Increases:
* Not allowed on Recovery Act or Jobs Bill Loans. Funds have exhausted.

* Increases on loans approved prior to 10/1/2011, limited to one increase and no more
than 33.3% above the original loan amount. On what is required for an increase request,
please refer to the 50-10 that was in effect at time the loan was approved.

* Loans approved on or after 10/1/11, SOP 50-10-5 series, Subpart B, Chapter 3, Paragraph
D that revolver loans must be requested within 10 years from the date of loan approval
unless Builder’s CAPLine then 5 years from date of loan approval. Lender’s request must
include an analysis of the appropriate credit and risk factors along with the borrower’s
cash flow can support the increased payment amount.

o Moral of the story for CAPLines....GO to the SOP 50 10 in effect to review.
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Maturity Extensions

» Analysis and review of request should follow requirements found in
SOP 50-57-2 or Chapters 6 and 7.

e Unilateral if loan has not matured.

* May be extended for up to 10 years beyond its original maturity date if:

* The extension is requested before the SBA loan guaranty expires, less than 180
calendar days after the maturity date.

* Will aid in orderly repayment of the loan.

e If applicable, additional guaranty fee will have to be paid within 30
days of approval or entire loan will cancel.

Think original 12 month term... First extension of
Maturity!
Note: Lenders are not required to pay an additional guaranty fee if a maturity date extension is

needed to aid in the orderly liquidation of the loan and no additional funds are disbursed. SOP
50 57 2 page 54

—
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Subordinations

» Analysis and review of request should follow requirements found in
SOP 50-57-2 on 50 55 Chapters 6 and 8.

e Ta...Unilateral if no preference to servicing lender and “must” requirements have
been meet.

* General Requirements:

* It will help the long or short term needs of the Borrower without unduly
impairing the ability to recover on the SBA loan.

 Satisfactory credit history.

» Be to a specific amount and should not extend to future advances.
 Sufficient equity to secure the SBA loan after the prosed request.
* Terms should be set out in document signed by all parties.
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Obligor Changes

» Analysis and review of request should follow requirements found in
SOP 50-57-2 or 50 55 Chapters 6, 8 and 11 (Assumption).

e Substitution of Guarantor:

* Financial strength of proposed substitute guarantor should be equal or
greater than the financial strength of the existing Obligor; and

* Neither the release of the existing Guarantor nor the substitution for the
proposed Guarantor should adversely impact the operation of the
business. Substitution of the proposed Guarantor may be conditioned on
retention of the original Guarantor for a transitional period during which
time no material adverse change in the financial condition of the
business.

]
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Obligor Changes (continued)

* Release of obligors:

 Loan must be seasoned.

* Release must not conflict with the SBA Loan Program Requirements in 13
CFR and SOP 50-10 that was in effect when loan was approved that
require Guaranties from specific Persons as a condition for SBA’s
guaranty of the loan.

e Must not jeopardize the ability to maximize recovery on the loan; shift
the risk of loss to SBA, or otherwise harm the integrity of the SBA loan
program; and

* If request is in conjunction with sale or reorganization, parties should be
encouraged to pay off the 7(a). If loan will not be paid off or substantially
paid down, instead of the release of obligors, they should be required to
guaranty the loan, but their guaranty may be limited to the amount of
any funds they are to receive as part of the change of
ownership/reorganization.
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Modifying Loan

» Analysis and review of request should also follow requirements found
in SOP 50-57-2 or 50 55 Chapters 6, 7 and 12.

* Defer loan payments
 To avoid balloon payment, extend maturity.
* Short term solution for a short term need.

* Reduce amount of loan payments on a temporary basis.
* Re-amortize loan payments.

» Extend maturity date no greater than 10 years beyond original maturity
date.
* Express revolvers limited to 7 years and will need to be termed out
after 7 years.

* Adjust the interest rate - also review SOP 50-10 that was in effect at time
loan was approved.
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Modifying Loan

* 504 Loan - 50 55 Chapter 7

e 2. Debenture Purchase

The terms of the Note may not be modified unless SBA has purchased
the Debenture, (which was sold to an investor to fund the loan),
unless the modification involves a deferment obtained in accordance
with the requirements of Chapter 12.

eDebenture will need to be purchased!

]
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How to Obtain SBA Approval of a Proposed
Loan Action.

All Serving requests must be reviewed, analyzed and acted upon in accordance with prudent lending
practices. As long as the Borrower is viable, the goal should be to meet the Borrower’s short and long term
needs without impairing the integrity of the SBA loan program.

For assistance on what is needed to be reviewed and analyzed, relevant steps listed in SOP 50-57-2, Chapter
6, Paragraphs B1-B11.

Letter, as in e-mail, Outlining Request:

[ ]

A brief description of the proposed Loan Action.

The amount funded, dated of funding, current balance and status of the loan.
Bullet Point ..please no War and Peace!

Justification for the proposed Loan Action.

The current financial condition of the Borrower.

If the proposed Loan Action will increase the risk of loss, any mitigating factor.

[}

o

[ ]

[}

[ ]
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How to Obtain SBA Approval of a Proposed Loan Action

(Continued)

» Asummary of prior servicing experience with the borrower;
» Whether the written consent of the FTA is required, if so, whether it has been obtained;

* If the proposed Loan Action will impact collateral.

* An summary of prior Loan Actions impacting the collateral an analysis of the
Recoverable Value of the collateral both before and after the proposed Loan Action;
and

« Alist of the Obligors and a statement as to whether their consent has been or will be
obtained for the proposed Loan Action.

* Itis not necessary to include a copy of the borrower’s financial statement or
supporting documents provided that they are adequately analyzed in the credit memo.

]
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Basic Outline

* Release of Guarantor

* (SOP 50 57 or 50 55, Chapter 8, Paragraph G)
* Loan was approved on 12/01/2015

* Disbursed on 12/01/2015

* Approved loan amount of $1,000,000

* Current balance of $974,000

* Thisis (not) a seasoned loan

* SUMMARY:

* Requesting a release of guarantor Mama Cass
* Reason:
* Mcguinn and Mcguire still a-gettin higher.....

* She has no ownership in the business and/or business assets. At origination, a residence was
going to be taken as collateral. The residence was 100% owned by her. The residence was
removed (prior to funding) due to not meeting the equity requirements; however, the
guaranty was not.
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* IMPACT ON BUSINESS:
e There will be no material impact to the business.

* OBLIGORS BEFORE:
* The Mamas and the Papas, LLC (borrower), NetWorthS§.......

* John Phillips (guarantor) Net Worth S.......
* Michelle Phillips (guarantor) Net Worth S.......
» Denny Doherty (guarantor) Net Worth S.......
* Mama Cass (guarantor) to be released Net Worth S.......

OBLIGORS AFTER:

* The Mamas and the Papas, LLC (borrower),
 John Phillips (guarantor)

* Michelle Phillips (guarantor)

* Denny Doherty (guarantor)
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* FINANCIAL ANALYSIS:

 DSCfor2016 1.25
 DSCfor2017 1.37

* COLLATERAL ANALYSIS:

* Collateral is All Business Assets with a LTV of 125%

e Attach Credit Memo if needed

]
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Guaranty Fee and Guaranty Rate:

» Maturity of 12 months or less = 0.25%
* Maturities over 12 Months

* Gross loan: $150,000 or less = 2.0% of guaranteed portion
* Gross loan: $150,001 - $700,000 = 3.0% of guaranteed portion

* Gross loan: $700,001 - $5,000,000 = 3.5% of guaranteed
portion up to $1,000,000

* PLUS 3.75% of the guaranteed portion over $1,000,000
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But Wait!

e Up Front Fee Waiver - Changed!

*Oh No.. Not Again!
* See Notice 5000-180010

*\Veteran Express Loans $0.00
* Only VETERAN EXPRESS LOANS

e HUBZone & Rural...........
*66.67% Discount
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Basic Guaranty Fee Calculation

Loan Amount X Guaranty Percentage =
Guaranty Portion X Guaranty Rate =

Guaranty Fee

]

————————————————————————————

[

w
)
>



—

$200,000
X
75%
=$150,000
X
3%
=$4,500 Guaranty fee

]
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Companion Loans!... 90 days

e Loan firstin line... then Loan next in line
« $200,000 X 75% = $150,000 X 3% = $4,500.00 fee
« $150,000 X 75% = $112,500 X 3% = $3,375.00 fee

e .....Question....
* Why does the $150,000 loan have a 3% rate?

*....Answer....
* Combined loan amount dictates the guaranty rate.

]
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* Now try this.

*HUBZone

* Loan Amount $50,000

* Guaranty 50%

e Calculation

* $50,000 X 50% = $25,000

« $25,000 X 1.5% = $375.00

* $375.00 X 33.33% =5124.99 Fee paid to SBA
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* Now try this.

* Fee Retained?

* Loan Amount $50,000

* Guaranty 50%

e Calculation

* $50,000 X 50% = $25,000

 $25,000 X 2% = $500.00

¢ $500.00 X 33.33% =$166.75

¢ $166.75 X 75% = $124.99 Paid to SBA
*$166.75-5124.99 =541.66 Retained

]
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ponly | Documents | Chron | GuarantyFee | Whatlf | History | {e[il50F]

What does it do?
Calculates the additional guaranty fee....

Guaranty fee calculation of Loan Applicatiol

* Loan Amount $250,000.00 Qriginal Loan Amount $100,000.00
Guaranty Fee $3,750.00 Original Guaranty Fee $0.00
Guaranty Fee Billed $3,750.00

* SBA Guaranty Percentage 50.000 Qriginal SBA Guaranty Percentage = 50.000

* Loan Term 84 months Qriginal Loan Term 84

Maturity Date: 02/02/2025  |[F

| Reset || Clear || Compute |
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Loan Sold on Secondary Market

e SOP 50-57-2, Chapter 12 & Secondary Participation Guaranty
Agreement Form 1086.

* Investor approval is required for the following:

 Adjustments to the interest rate of any kind.

* Increase to the loan amount.
 Extension/modification of the loan maturity.
* Change to a seasonal/periodic payment plan.
 Modification of the installment amount.

» Change to interest accrual basis.

 Deferment of payments (lender may unilaterally grant a one-time
deferment of upto 3 months without obtaining prior permission
from the investor).

—————————————————————————————
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Investor Decline

» Repurchase loan from secondary market
* Loan greater than 60 days in default - Unilateral Authority.

e Emergency Repurchase - Requires SBA approval.

e SOP 50-57-2, Chapter 7, Paragraph 2b & Secondary Market Guaranty Agreement
Form 1086

* Non-delinquent loans.

» Critical situations where a borrower’s ability to remain in business
depends upon a modification of the installment payments.

 Written decline from investor to a specific request for a change in the
terms and conditions of payment.

* Current financial statements of the borrower.

» Statement that the proposed change in terms and conditions of the
loan is solely for the benefit of the borrower; and

* Lender certification that it will make the requested change in the terms

and conditions if repurchase is approved by SBA.
33\ —



—

Assignment of Lender’s Interest in Loan

« SOP 50-57-2, Chapter 11.

* A Lender may assign an individual 7(a) loan to another 7(a)
lender pursuant to Transfer of Participation Agreement.

* Request completed/submitted to CLCS by new lender and agreement
signed by both lenders.

* SBA does not charge a fee, nor does it require or prohibit the assignor
Lender from negotiating assignment fee to be paid by the assignee
Lender.

« Transfer of Participation Request/Agreement found on SBA’s website.

]
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Documentation associated with Loan Actions

For all 7a loans, the SBA relies on the lender/its legal
counsel to prepare/execute documents that are
legally sufficient (e.g., Subordination Agreement).
These types of legal documents do not need to be
submitted to SBA for review/execution.

For 504 loans, the SBA has approved documents that are legally sufficient (e.g.,
Subordination Agreement) which the CDCs need to complete and submit to the
SBA for review/execution and can be found at:

Fresno https://www.sba.gov/FresnoCLSC/useful-links
Little Rock https://www.sba.gov/LittleRockCLSC/useful-links
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Helpful Hints

On Protecting The Guaranty

o Close loan according to Loan Autherization!

» Be familiar with SOP 50-105 (J), 13 CFR, SOP 50-57-2, and Policy Notices,
which can be found on Servicing website.

o Decument, Document, Document all credit decisions, which should be
reasonable and prudent.

» Service and Liquidate SBA Loan in the same manner as lender’s non-SBA
loans.

* Include 7a Lender Matrix as part of lender’s documentation when
approving requests under lender’s delegated, unilateral authority. Always
check Servicing Website weekly for most recent version.

e File internal bank loan according to SBA’s Ten Tab
Purchase Demand Kit. This is to ensure lender has all
appropriate documents at the time lender demands SBA
honor its guaranty.
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RESOURCES

* Servicing SOP 50-57-2 and/or 50 55.
* Loan Processing SOP 50-10 5 (J) or in effect at time of loan approval.
* 13CFR.

 7(A) Lender Matrix, Version 13 Effective May 5, 2015.
* CDC Matrix, Version 2 Effective February 14, 2014

* Forms/Requests:

° 2237

 Reinstatement of Paid in Full loans.

* Transfer of Participation.
» Secondary Participation Guaranty Agreement Form 1086
* Colson Servicing Manual.

° https://www.sba.gov/FresnoCLSC
° https://www.sba.gov/LittleRockCLSC
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