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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: Michelle.Serrano@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: Christine.Phuangkeo@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 use “Send this File” or 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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—
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)
Delegated/E-Tran

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-

TRAN (J&K) &6
504 Loans SAVE SOME MONEY!

Loan shipped to the CLSC once the debenture
has funded.

I ———.
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Upload Loan Authorization to E-Tran?

* Top of E-Tran Servicing look for Documents

e Clickonit

— E-Lend Servicin cument Repository : SBA Loan Number

Guaranty Purchase (GPTS)

— E-Lend Servicing Document Repository : SBA Loan Number

®! Etran Servicing Guaranty Purchase (GPTS)

Upload Documents

Name it, LoanAuthorization
No #5%"&*()

EE——
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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

Sﬂ'\—


https://www.sba.gov/document?sortBy=Effective%20Date&search=&documentType=SOP&program=All&documentActivity=All&page=1

—
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

Sﬂ.‘—
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50106
*Started October 1, 2020

*Where can | find it?

* https://www.sba.gov/document/sop-50-10-lender-
development-company-loan-programs-0



https://www.sba.gov/document/sop-50-10-lender-development-company-loan-programs-0

—
SOP 50-57-2 /5055

“Should” versus “Must”

*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.

]
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SOP 50-57-2 [/ 50 55

“Should” versus “Must”

*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.
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Loan Servicing Standards

Your 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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Changes After Final Disbursement

SBA considers a partially disbursed revolver as fully disbursed.

 Servicing Center services all 7a and 504 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.

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

» Use 7a Lender Matrix for guidance on what requests require SBA approval.
* CDC use CDC Matrix.

U—



ervicing and Liquidation

7(a) Lender Matrix,

S' AI Servicing and Liquidation Actions

L ) 7(a) Lender Matrix

l:z;,larg The Offce of 1=rd<\ Program Operations (OFFO)
anis,

cps and dstibutes ok, ich 3 s loan 2cn . whlch
Is acourate at ihe tme It s devel
piying with them. In the event of a coni

r for SEA lending pariners fo find and
9 nge thes tools, hows
Catie Loan Program Requ

ot nzrrna—pr;u ate
Locan Program Requirement wil preval

Pl'!msui'm ar md'q{dmmm An kmfn' nm:lﬁr_w

SBA notification o prior SBA approval will ot receive an acknowledgsment

If alender makes a change nsing E-Tran servicing, I Requires Prior
2 separate nofification fo SBA is not required and Should not be sent. ‘Nofify Center 3“"“"‘3‘::0" SBA Approval
Prior to final disbursement, actions that require prior SEA notification and.

5 requests for prior SEA approval Must be sent to the Standard 7(a) Loan Guaranty

‘lwahn\ga s gf credit are cansidered fily disbursed wpen initial disbursement e

Changes to Loan Autherizasion within loan program guidelines:
Loan approved under delegated authority’ X
Loan approved by the Smndard 7(z) Loan Guaranry Processing Cemer (LGPC) X

Increase or Decrzase loan ameunt oo loans approved under delegated autharity’ X

Increase or Decrzase loan amount oo loans approved by the Swndard 7(a) LGPC

Change in SBA's Guaranry percentage

(Change inrerest rate prior to initial disbursament * X

(Change interest rate after initial dishursement - X

Change an oblizar EIN or SN for loan approved under delegated authority X

Change loan maturity date X

Extend final distursement date X

11 | Change Oblipar's address or lezal/made name of business

12 |Cancel SBA Guaranty prior to inial dishursement

13 | Cancel SBA Guaranry after inirial disbursement”

14 | Change the monchiy payment amount in E-Tran. (Loan should be amortized at least anmually)

15 | Change the adjusiment period i E-Tran

16 | Change from the Date of the Note to the Date of Inifial Disbursemens in E-Tran

17 | Change the Bomower's Name ar Address in E-Tran

18 Addn Guarentor (Al SO Reuirements agply 2 i orgial pocessing. 1910, Credit ate)

19 | Change in the ownership of a Barrower prior to final disbursemens X

20 | Reinstatement of SBA Guaranty X

‘After final disbursement. actions fhat require SBA Dotfication

Loans in S & Liguidation disburseme and requests for prior SBA approval Must be sent to the appropriate

See SOP 50 57 1 and 13 CFR 120,535 and 120330 Commencial Loan Servicing Cantar (CLSC).

Activity creating real, apparent, or potenfial conflict of inferest! Confer a Preferencs *

Eelease Borrower or Guarantor

Compromse principal balance owed

Assumeption of loan with release of original Bormower | Guarnior

Take tile to any property in the name of SBA

Take tile to Contamirated property, or take aver operation of control of a business

that handles Hazardous Substances or is located on Coaraminated properry.

Emergency Purchase fom secendary market

armination of imvoluntary prepayment | subsidy recoupment fes

insiatement of SEA Guaranry

servicing fee per 13 CFR. 1302315}

11 | Tncrease loan amount on Joans approved by the Standard T(a) LGEC

12 Transfer, sell or pledze more than 90% of a loan

13| Change in the ownership of a Borrower in the first 12 months after fmal di "

1 | Transfer. sell or pledge O0% or s of 2 loan. X

2 |Decrease to loan approval amount or SBA's Guaranty percentaze X

3 | Teminate SBA Guaranty priot to submissien of Guaranry Puschase Demand Kir

4 |Extend matursry prior to stated marurity date for Joans in Regular Servicing

5| Estend muamuriry prior to sted manirity date for loans in Liguidation X
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Add a Guarantor to the Joan X
9 |Correct or Change ETN or S55° X
10 | Change Obliper's address or legal'Tade tama of business -
11 | Assumption of loan without release of original Borrower / Guarantor ¥
12 | Transfer loan into liquidation status” X
3, |Return loan to regalar servicing status™ X
Change a loan to PTF status” X
15 | Increase Joan amount on loans approved under delezated authoriry” X
16 | Change loan from revolving o ton-revoiving X

For the mast recent version of this matrix, click here

7 SBA Natificarion R equired

Version 15 4/25/2013

Capitallzed words In this Matrix are defined In Ch 2 of SOP 50 57 2 *Please check the SBA Wibsite for the most up 1o date version

ersion 15-04/25/19

S' BA' Servicing and Liquidation Actions
) Lender Matrix
Tilateral Actions
I Requires Prior
Notify Center ""R""“‘?‘::“" S;?i;pwﬂl
1 [Subardizare  elease lien X
.| 3 |Defer payments* * X
;5 3 |Release / substinwe collateral* X
E ¥ 4 |Accept prepayments (subsidy recoupment fes may apply) X
ES 5 | Changes 1o Loan Auwthorizarion, including changes to use of proceads ' X
5% 6 Comect typomaphical emors in loan documents (inchuding Loan Autharization) X
* 7 |Make loax that does not advesely affect collaferal position of SBA guaraateed loam X
& |Change flood, life or hazard insurance requirements” X
Liguidation Actions *
Timedstios Poos Tor Toams spproved wader (P procedises (Ligmdntion Pl are "
1| encouraged fir othes loans as an aid to rec X
Sale of collateral o7 acquired collateral o the Lender, an Associaie of Lender, n
2 | employes of Lender or Close Relative of an employes of the Leader X
| Puete saleof collaterl o acquid colltesal o an Obligor, o Closs Relatve o ssociate of <
Obliger
4 | Appoint a receiver X
5 | Continne liquidstion actions for mare than 24 months past date of guaraaty purchase " X
6 |Public, private of negotisted sale of collateral (other han those atave’ X
7 | Tnitiate foreclostae proceeding”* X
Oibtaiz Phase Tor Phase T exvirommenial s (may be nesded for possible
& | acquisition of property or ather reason) X
9 Desdmben that mll ant X
10 Ester Protective Bid a foreclosure sals X
11 Purchase ar pay prior lien’ X
12 Sine visit X
13 | Obrain curment Appraisal X
14 Pay real estate fmses X
15 | Hire auctionesr or appeaises’ X
15 Postpone liquidation action if necessary X
17 | Abandon collateral when jusdified x
18 Terminate SBA Guaranty after submsssion of Guaramry Purchas Demand Kit X
Litigution Actions
Litigation Plas acd budge! (for Rowine Lifigation” acd legal f=s wnder S10.000) X
| Litgarion Plan and budger (< legal ees encead $10,000 or Noa-foucine Lilgaion'™; ar *
if Routize Lifization becomes ot fouing)
| Amendimesrs to Ligadon Plans wrhers mareral changes aie hat wase not addessed. .
in the ariginal plan
4 | Azy amendmens o an approved Litigation Plan i fees increase by mare i 15% 3
Ear e most rEcent version of IV MAiD ClcK e
Guaranty Fees

On loans that have been inifially 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 is subsequently cancelled. Approval of the requestad increass or etension of mamrity in E-Tren will constimte
SEA'S prior Written consent.

The Lenders are reminded to remit Guaranty fees to SBA nsing werw pay.gov (in accordance with SELA Procedural Notice 2000-766 dated 7/13/08). Efa sexvicing action requires
thaa fos be paid to SBA, such as for an increase 103 loan amount or extension of maturiry, seid fes are dus within 30 dsys of SEA approval (Lenders changs in E-Tran). In the
event a shart term loan i extended to over 12 months the gdditional Guaranty fee is owed or an explanation that the extension is salely for purpases of orderly repayment of the debt
(subject to determination by SEA) Must be sent to the CLSC.

Lender Documentation

‘Lenders Must document the business reason &nd justification for their decisions and retain thesz and supporting documents in the loan file for fiumre SEA review to determine if the
actions taken were prudent, commercially reasonable (consistent with generally accepted commercial lending practices) and complied with applicable loan program requirements
“When tsking action that falls within & leader's unilaters] anthoriry, the lender is encoursged to notate the loan file with & statemenr such as, "This action was tsken under unilateral

Lender Reporting after Guaranty Purchase (Liquidation Status Reports)

(1) Lenders Must submit a loan stsms report writhin 15 business days of Purchase by SEA from the secondary market. The report Should address the stamus of the Borrower,
Guarantors, collareral, workout of restucniring plans, liguidarion activities including sale of collateral, foreclosures and tization. The report Should be accompanied by
documentation needed for SBA to conduct a post Purchase review.

(2) Forall loans SBA has purchased, either from the secondary market or directly from the Lender, Lenders must provide the SEA Loan Ceater with a written stams repart evary 6
‘months, starting with 6 months from the date of Zuaranty purchase, or the effective date of the most recent SOP 5057, whichever is earlier, unti the Lender has provided evidence
sufficient to SBA that the loan is resalved.

(3) Lenders Must subimit Charge Off Tabs (also known a5 a Wrap-up Repart) for each loan once all requirements for collection and liquidstion are satisfisd, and further recovery
actions are not cost-effective. Lenders Must notify SBA if they will continue recovery actions since loans cannot be sent to Tressury for firther collection if the lender is still
servicing the loen.

Hemgon Charge Off Tabs FresnoiLittle Fiock Charge Off Tabs

Version 15 4/25/2013)
*Please check the SEA Website for the most up fo date version

Capitallzed words In this Mairix are defined In Ch 2 of SOF 50572




7(a) Lender Matrix (continued)

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

Lenders may contact their District Office Lender Relations Specialists or Brand Managers if they have questions regarding the use of this matriz.
Lenders Should direct their actions, requests and questions to the following smail addresses:
National Guaranty Purchase Center
‘General Liquisation actions and questons: [oaresolutiondisba gav
Epense reimbursement submission and questions: sbacpcsha zov
Wrap up submission and questions: shacharzeofEisha zov
Genenal Purchase questions: sbaPurchaseiiishs 20w
Questions regarding in process Purchases: Purchasestanisisha. ov
Secondary market questions: secondanymasketliqiisha. sov
Please visit the Nationa] Guaranty Purchase Center Website for all Liguidation and Purchase (moe-SBAEspress) related questions,

i ial Loan Service Canters

TLenders Should diect thelf samviciLg aCHODTequEst &
Fresno's Contact Il\ll)rnllﬂull and Websita Lithe Rock's Contact information snd wWebsits
Purchase Demand KIts & qUBGHONS - J5C DUFENASINGILS0a GOV Purchase Demand Kits & questions - LRSC ExprescPurchace@sba gov
General IGUIaTion SCU0NS SN0 QUESTONS - J5C CUTCZENQIPEDd. QoY (General IguICIton actons and questions - LRSC. EXDIessPUMCNEsaglea.on
(Guestions regarding Servicing - f5c serdcingdtsna gov ‘Questions regarding Senvicing - LESC. sanvicing@ena gov
Charge COIC SUDMISEION and qQUESTIoNs - 150 FOSEENVIEINGMEDE qov (Charge OMOIC submission and questons - LRSC postsenvicingfhsba gov
Footnotes
1 Afier closing a PLP loa. the lender Miast send to the appropriate Conmercial Loan Service Center a copy of the execuied ization, inchuding any modifications. (S0P 50 10 5) ALl

documens should be uploaded through ETRAN for loans approved after 01012018
SBA closing requirements are the same for loans guaranteed through PLP processingas for noo-delegated loans. The same forms are required. lender omist retain all documens in the
Lender's loan fle
2 SBA defines a fived rate Joan as one that Dears the same interest rate for the entire term of the loan. After loan approval. the lender may change the initial Note rate, including the base rate, the
Spread over the hase Tate, or from 2 fixed rate 10 2 variable rate or from 2 variabls Tate to a fived rate, provided the new imtersst rats Goes ot wcesd the masimum allowable mtarest rate at the
time of the loan application. The lender Must obtain the Bomower's written agreement and Maust notfy the LGPC ar appropriate CLSC of the change . if prior to dishursemant, make the
change through E-Tran servicing. 17 SBA changes the permissible maxizum interest ates for a specific 7(a) program, the new rates apply acly to loans approved on o afer the effective date of

S > 3 Lendars are reminded not to engage in any action that could create a Preference. (See definition in 13 CFR. 120.10 - "Preference is any amangemen giving a Lendes ar a CDC 2 prefemred position

comparedta SBA relating o the making servicing, ar liquidation of a business loan with respect to such things as repayment, collateral, Fuaransses, conol, mainrtenance of a compensatng
balance, purchase of a cetificate of deposit or acceptance of a separate or companion loan, without SBA's consent”) Especially problematic would be a lendsr's actions in comnection with a non-
‘monetary defnlt on its own loan that may adversely affect an SBA guaramteed loan to the same

4 Compromiss with Borrower ar Guarantor of all or 2 partion of accrued interest i perminted as a unilareral action.

% Lender's Purchase demand Must be made within 130 days after loan maturity or completion of liguidation / litigatian actions, or SBA may be released of it liability on the loan Guaranty

& For loans that have been sold o the secondary market, any payment modifications, change to the loan amownt, interest rate changes, extensions of manmity and deferments over 90 days
{cumulative) Maust have investor approval Lenders Should send these Servicing Requests directly to the FTA, with subsequent notification and evidence of investor approval forwarded to the
appropriate CLSC.

7 Lendrs omist use E-Tran to mansfer loans to liquidarion suanus and 1 cancel the SEA Guaranry prior o submission of Guaranry Purchase request. Lendars are oblizated to pay the SBA Amnual
Service Fes for every approved loan until the lendsr cancels the puaranty in E-Tran or aubmits a demand for guaranty purchase with a complete guaranty purchase package acceptable to SBA. per
SOP 50 57 2 Ch.23. Par.C. Lenders may also use E-Tran to correct 1502 reporting emors. [fa permitted change is made in E-Tran, a duplicate notice for the change is pot to be sentto a CLSC.
After submiission of Guaranty Purchase request, lenders ol need notify the Center in order to terminate the SBA Guaransy. After Guaranty Purchase, Lender's Must use pay.zov (SBA Form 172)
1o remit SBA'S share of anry recovery or payment, inchuding payments that resulr in PTF. A Subsidy Recoupmant Fee (SRF) is payable o SBA for loans with a manity of 15 years or more that
are pre-paid by more than 25% of the hishest outstanding principal balance during any one of the first three successive 12-manth periods following loan disbursement. per 13 CFR. 120,223,
Borrower is responsible for paying the SRF that Colson bills the lender when applicable.

5 SBA Mist be notified of 2 change in Borrower legal structure if it results in a change to EIN or SSN of any eblizor. Prior owners of 2 business may not r2-acquire an ownership interest in the
‘business if SBA financing used o purchse the business from fhe prior owner(s) femains ouStanding.

% SBA required hazard insurance on all collateral (13 CFR. 10.160). SEA considers it to be a prodent Jending practice for lenders to maintain insurance on worthwhile collateral.

18 Ifthe fareclosure procseding is considersd Non-routine or will exceed a budget of $10.000. fhen the lender Must submit a Liization Flan to SBA.

11 Routine Litization means urcontested litigation (such as non-adversarial matters in banknuptey and undisputed foreclosure actions) having estimated legal fees not excaeding $10.000. Hyou
anticipate that your legal budget will axcesd $10.000. or that issues may arise that are noe-outine, please provide SEA with an amended or updated Litigation Flan and budzet via the

Ioanreselution@isha sov in-bor for Herden, fc purchasingigsba gov for Fresno, and | B SC.EvpressPurchase @isha zov for Litle Rock. Lenders Should consult additional litigation requirements

in SEA's repulations ar 13 CFR 130 540. Lenders are cautioned not to ineur lezal fees or other costs on 1oans where recovery cannor raasonably be expected.

12 Non-routine Litization includes
(1) ALl litigation whera facrual or legal issues are in dispute and require resolution through adfudication
(2) Any litization wher legal foes are estimated ro axread §10,000
(3) Any litization involvicz a loan whers a lender has an actual er potential conflict of interest with SBA
(8) Any litization involvicz a 7(a) loan where the lender has made a separate loan to the same Barrower which is not 2 7(z) loan.

13 SBA loans should be remeved from liguidation staus and renurmed to regular servicing when the borrower has exscuted a written agreement that provides for resuption of regular payments.
Lendars must submit to SBA 2 copy of the execured warkout ar modificarion agreement along with their request to changs the stans af the loan back 10 Tegular servicing

lilmimnms([mmnhmmwSBAcemnﬁwmymmzdmgstmMWubmwwwmﬂlhmsmmdﬂp]zmmrmussurhum caunot be performed via E-Tran
< Landars Must rafer to the SOP 50 10 in affect at the time of Joan approval for Program Guidslines and actions ralative to Loan or Barrower Eligibiliry, guaranty or loan amounts, of those related
10 interest rates I SBA changes the permissible maimm interest rate, guaranty parceniage, or loan amount, those new Progyam Guidelives apply auly to loans approved om or after the
effective date of the change.

1smmmnemmeermﬁwm“mmmnmmumam umless SBA approves a written extension prior to the expiration af the
applicable 24 month period SBA reviews all extension requests on a case by case basis to evaluate the existane of extenuaring circumstances that could warrant an exension. inc hding judicial
foreclosure and protracted baskrupicy proceedings. See SOP 50 57 2 Chapter 23. Paragraph F for additional guidance on the submission of extension requests.

17 Lenders may not unilterally approve any adjustment to or change in the ywnership of a Bosrower, mchuding a change i percentae of ownershiy, for 12 months after fnal dishursement on any
loan In arder to obtain SEA’s prioe approval on requests for changes of ownership Lenders should submst a request to the appropriate Loan Servicmg Center. The request should include the
season for the request, the details of fhe raquested action, along with supperting documentatiar and the reconzrendation of the Lender

Fior the most recent varsion of this maire, tiick nere

Vession 15 4/25/2019)
Capitalized words In this Matrix are defined In Ch 2 of SOP 50 57 2 “Please check the SEA Websile for ihe most up i date version
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Policy Notice Reminder
5000-19009

* Change in Ownership
*1. Non Delegated and Delegated!
*2.7aand 504 [
* 3. 12 months from Final Disbursement

4. Adjustment to or Change in Ownership of
Borrower

*5. Including a Change in Percentage of Ownership
* 6. Effective April 1,2019

*7.No Longer a Unilateral Action

8. Submit request to CLSC

)

Footnote
17
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*Why?
*To Verify ...

* a. Comply with Limitations on the
Aggregate Amounts of SBA Loans
to Borrower Including Affiliates

* b. No Prior Loss to Government

18
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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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SBA Form 1502 Reporting
SOP 50-10

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

* The due date for the Form 1502 and payments 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.

«Important! CAFS - FTA - 1502 Gateway -

]
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1502 Common Errors

e 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”.

 On revolvers 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®.

U—
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1502 Common Errors (continued)

* Disbursed revolver loan being reported as undisbursed or Paid in Full when paid down to 0.

 Once revolver 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. %
m  Loan not reporting on 1502 @@@
« Incorrect SBA loan number. Q&@W

« Incorrect servicing lender.

U—
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1502 Reporting Error?

* ETRAN Servicing “1502 Info” - Click on it!

@ 1502 Info

* Hover the Mouse Over the Error Message

OutstBal | Undisb | OngngServ | Extract First Last
irst Last Disb Amt|GSS MFUploadDtWarn  Err
— I— Amt Amt Fee Dt Name |Name
Warn| Err — =
Name |[Name $18,358.00 1| $18,358.00 $0.00 $0.00 1069 'ﬂgz Colson
1068 Colson 518,358.00] 1| $18,358.00 $0.00 $0.00 | 1042,11% Colson

1068 loan is in inactive status

1| $18.358.00 §0.00 | I s 7o | _Colson|™|

1069 PPP loans must be fully disbursed. 1042 Outstanding balance plus Total Amount Undisbursed cannot exceed Loan Approval Amount (Net of
Cancellations and Increases).. 1196 Outstanding Balance must <= Current Loan Approval Amount.

—e

M= TETETT.
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1502 Reporting Error?

* Check the 1502 report ETRAN Servicing “1502 Info” -
hover the mouse over the error message

: QOutstBal | Undisb | OngngSe Extract First Last
First |Last Disb Amt|GSS ang MFUploadDtWarn  Err
Warn E_rr Amt Amt Fee Dt Name |Name
Mame [Name
518,358.00 1| $18,358.00 $0.00 $0.00 1069 if;é Colson
- 1068 Colson 518,358.00( 1| $18,358.00 $0.00 $0.00 | 1042 ,1196 Colson
1068 loan is in inactive status |
1| $18358.00! $0.00| | | il dvel | colson|™]
—| 1069 PPP loans rm.z?‘o{d sbursed. 10-12 Outstanding balance plus Total Amount Undis bur<ec cannot exceed Loan Approval Amount (Net of

Cancellations and Increases).. ,1196 Outstanding Balance must <= Current Loan Approval Amou

e Loan Amount = $18,357.50
* Lender Reported they Disbursed $18,358.00
* [t doesn’t Balance!

eMoral = Read the Error Message!

MraETETETE.
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Loans Sold on the Secondary Market

* Interest Paid to Date more than 60 days in Arrears!

* Or

 Payment Default Uncured for More than 60 days

* 60 days = Lender...... Can this be Cured?

* If not...

* Lender Purchase it Back!

* OR...

* SBA Purchase it Back! - PDK within 45 days

* Ifitis More than 120 days and SBA Purchases it Back.....

. [S)BA \:vill BILL the Lender for the Interest Accrued Beyond the 120
ays!

: Make A Decision!
» See 1086 paragraph 10

26
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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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Maturity Extensions

» Analysis and review of request should follow requirements found in
SOP 50-57-2 - 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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Maturity Extensior "

* Analysis and review of request should ¥ -nts found in
SOP 50-57-2 - Chapters 6 and 7. "(
‘E &

e \©
* May be ex’f' C\\a(\%rs beyond its original r \ Lt
\\N

e Unilateral if loan hac -

N\ > requested before the SBA loar (\‘30 olires, less than 180

aays after the maturity date. \o
* Wi« aid in orderly repayment of the lo~ Q\O

e If applicable, additional g $\ will have to be paid within 30
days of approval or en*’ ( .« cancel.

hink o~ ,b(\% aonth term... First extension of
Q Maturity!

Note: Lenders are not requi «d 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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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 & K & 6- 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!

Sﬂ.‘—
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Increases - Express Revolvers

* Not allowed on Recovery Act or Jo+ (a(\ . nave exhausted.
* Increase on these (E¥~ (\ .wust be reques? years
from the date o* % _J&K &6-5year o'(\

* Fr ¥ C .nount, refer to the S© ov\qm was in effect at the
2 N

N\ .vas approved

* Any increase request on an E»- (® «er Loan that is above 33% above
the original loan amount » @ _ ananalysis of appropriate credit and
risk factors. %

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

Sﬂ.‘—
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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.

U—
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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 oris more than 18 months after the
original approval date, the lender must include with its request its analysis showing the

puvnnea Anftha inecraaea 1ie tha cama ae tha aviainal niivrmaca afthalaan and tha havvraunrar ‘e Cash

"Does it Debt Service - Same Use of Proceeds

 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.

U—
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Increases - Term Loans

* Not allowed on Recovery Act or Jobs P*" %:‘(a -exb-  ad.
e

* Any increase request on a $*- e \(\ .y SBAExr (\\. .0an Program term loan
that is more than 20% (\% .aountoris” o .nonths after the original
approval date. +* a .ue withitsre~ o (\‘3 .ysis showing the purpose of the
increase - C _ginal purpose r” . the borrower’s cash flow can

sup- r a¥e .yment amount.

°
* Keyto .wer 48 months...Incr- @\\ .< first 48 months on term loans!

 For maximum loan amour’ e( - 50P 50-10 that was in effect at the time the loan was
approved. (\%

* If sold on the seconda.o «et, SBA cannot approve increase without investor approval.

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

U—
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Increases

But Wait!

*No Increases
‘Loans Approved
(E-Tran = Funded )
*12/27/20 thru 09/30/21
‘Notices 5000-823852 & 829036

Sﬂ.‘—
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But Wait!

lncreases

* Prior 12/27/20
* Review Section 1112 payments

* Have they received all eligible payments
* Not eligible = No Payments

_ = Document file / Increase in E-Tran

Non-Delegated =
Increase request to the CLSC
Submit Certification on Section 1112 w/increase

Sﬂ.‘—
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Increases

But Wait!
lncreases

Additional Guaranty Fee may be billed

Additional Guaranty Fee
may be Billed!

Sﬂ.‘—
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Guaranty Fee and Guaranty Rate:
Based on Approval Date = Funded Date in E-Tran

* 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

Sﬂ.‘—
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Guaranty Fee and Guaranty Rate:

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

* Borrower pays the 2%
* Lender retains 25% of the 2% = .5%
e Lender remits to the SBA 1.5%

* The Fee E-Tran Shows as Billed is the 1.5%

]

I ———.
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But Wait!

° Guaranty Fee FYE 2022
Policy Notice 5000-818641

e Maturity of 12 months or less =
°Loans of $350,000 or less: 0.00%.

e Loans greater than $350,000: 0.25% of the
guaranteed portion

e Note:

Maturity extension may cause an additional
Guaranty Fee Billed!

I ———.
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But Wait!

° Guaranty Fee FYE 2022

Policy Notice 5000-818641
e Maturity of 12 months or less = 0“\'

o f $350,000 or’ .
oans of § or \\\?\0

e Loans gre>* % \‘\!,Jo 000: 0.25% of the
guarant ¢yai*P.on

e Note:

Maturity extension may cause an additional
Guaranty Fee Billed!

I ———.
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But Wait!

°Guaranty Fee FYE 2022
Policy Notice 5000-818641

e Maturities over 12 Months

° Gross loan: $350,000 or less = 0% of guaranteed
portion

° Gross loan: $350,001 - $700,000 = 2.77% of guaranteed
portion

° Gross loan: $700,001 - $1,000,000 =3.27%

I ———.
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But Wait!

e Guaranty Fee FYE 2022

Policy Notice 5000-818641

° Gross loan: $1.000,001 - $5,000,000 =
* 3.5% of guaranteed portion up to $1,000,000
*=$35,000.00

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

]
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But Wait!

»Companion Loans =

»Approved within 90 days of each other =

»Add loan amounts together to determine
the rate!
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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, 6 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.

 Moral for CAPLines....GO to the SOP 50 10 in
effect to review.

Sﬂ.‘—
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SBA

—J

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:

* Abrief 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.
* Ifthe proposed Loan Action will increase the risk of loss, any mitigating factor.

—————————————————————————————
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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 5057 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

e Current balance of $974,000

* This is (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.

Sﬂ.‘—




—

* 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)

Sﬂ.‘—
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FINANCIAL ANALYSIS:

DSC for 2017 1.25
DSC for2018 1.37
DSC for2019 1.19

* COLLATERAL ANALYSIS:

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

* Then Attach Credit Memo - Please Oh Please Do Not just send
us a 37 page Credit Memo attached to an e-mail that says
Guarantor Release

Sﬂ.‘—
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Loan Sold on Secondary Market

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

* Investor approval is required for the following: Does it

Mess with
 Adjustments to the interest rate of any kind.
* Increase to the loan amount. the Note?
 Extension/modification of the loan maturity.
* Change to a seasonal/periodic payment plan. 2nd ry Mkt
* Modification of the installment amount. Approva |1
* Change to interest accrual basis.

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

Sﬂ}—
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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\ —
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Assignment of Lender’s Interest in Loan

TOP = Transfer of Participation

 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

Sﬂ.‘—
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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.

Sﬂ}—
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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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