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SBA Fresno and Little Rock

Commercial Loan Servicing Center
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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: Gary.Wamhof@sba.gov

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

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



—

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) 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-

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

Loan shipped to the CLSC once the debenture
has funded.
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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 Loan Authorization.pdf
No #5%"&*()
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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

° https://www.sba.gov/document?sortBy=Effective%20Date&search=&docu
mentType=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 e Loans approved 05/01/15 to
09/30/10 12/31/2016
* SOP 50-10-5 (C) * SOP 50-10-5 (I)
* 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
after 4/1/2019



—
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.

e Must = Required.
* Will need exception to policy by SBA.




—
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.



—
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 loanis 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.

%\—
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7(a) Lender Matrix,

Loan Fr'gl? Rquiremere ai e

Servicing and Liquidation

Please see Foomotes ai end of document. Al lender actions Must

Lenders are required to use E- mmmmmnmmMmemszmmmﬁ Lenders are required 1o

sdentified below. For actions requining SBA notfication via the Center, Lenders will receive a reply
SBA notification of prir SBA approval will not receive an a

If 2 Jender m:lamu-gz using E-Tran servicing,
a5ep: and Should not be sent

Changes to Loan Authorization within loan program gisdelives:
I | Lo apgroved under delegated authoriry’ i
2| Loan approved by he Smndard 1) Loar Guaraary Processng Cemrar (LGBC)
3 Increase o Decrease loan amount on oans approved under delegated autharity'
4 Increase or Decrease loan amount an loans approved by the Standard 7(2) LGPC
5 Change in SEA's Guarmary percaniage

6 |Change! ‘Brior ro initial d
7| Change imserest rate after initial disbursement ©
S |Change an obligor ETN or SSN for loan approved unier delezated authority

9 |Chanpe Joan mamrity date

10 Extend final distursement dare i

11 | Chane Oblipers address or leml/made rama of business

12 Cancel SBA Guarauty grier to imehal disbursement

13 | Cancel SEA Guaransy after initial disbursement”

14 Change the monthly paymen: amount in E-Tran (Loan should be amortized at least anmally)
15 | Change the adjusiment period m E-Tran

16 | Change from the Date of the Note o the Date of Initial D
17 Change the Bomower s Name or Address i E-Tran
18 | Add a Guarantor (Al SOP Requirements apply as in
19 | Change in the ownership of a Borrower priot to
20 |Reinstatement of SBA Guaranty

Se¢ SOP 5037 2and 13 CFR J20.535 and

Unilateral Actions

Requires Prior
No Notification | | 553 approval

Notify Center i

for prioe

Processing Center (LGP} in accorance with SOP 50 10 5, Subpart B

final fisbursement, actions that require prior SEA

notfication and
(a) Loan Guaraary

SEA appeosal Muust be sems 1 the Standard

X
X
X
X
X
X
X
X
X
X

X

X

‘Affer fmal disbursement, actions fhat require SBA DoUnCon
and requests for prior SEA approval Must

= sent to the appropriste
Commercial Loan Servicing Canter (CLSC).

T | Activiry creating real, apparent, conflict of interest Coufer a Preference *
2 Release Borower of Guamntor
3 | Compromis principal balance owed *

4 Assumprion o loan with release of ongimal Bamuwer | Guaranior

5| Take tirle to amy property in the name of SEA

‘Take title to Contammated property. or take over operation or control of a business
that hanfles Hazardous Substances ar is locatsd om Comramminaed propeny.
zency Purchase from secondary market

1 {mvohmary et | subsidy

mmESEAG\my

maartinary servicing fee per 13 CFE. 130 231(8)

11 |Tncrease Joan ameunt on loans apgroved by the Standard 7(z) LGPC *

12 Transfer, zell or pladze mare dan 90% of a loan

S84 Appis

R

13 | Change in the ownership of 2 Boryowes in the first 13 mnths after fnal dis i

A\

1 Transfer, zell or pledze 907 of ks of 2 loan.

2 Diecrease to loan approval amouns or SBA's Gusranty perceniaze

3 | Termizate SBA Guaranty prios to submission of Guaranry Purchase Demand it ©
4 |Extend matursry prios to stated marurity date for oans in Regular Servicing
5 tammmmmmmmﬂq date for loans in Liguidarien

6 |Change inrerest rate: b
7 Change in Bormower's legal sruchre =

£ 'Add a Guarantor to fhe loan '*

9 Comect or Change EIN or 558" .

10 | Change Obligor's address or leml/made name of business
1 Amnnpmufhmm&lﬂiﬂaﬁevfm\gnﬂﬂuﬂvw;w"
12 |Transfer loan into Jiquication status’

3, |Reeturn loan to regular servicing satus™

Change a loan to PTF starus”

15 | Increase Joan amount on loans approved wnder delezated authority”
16 | Change loan from revolving o non-revoiing

NawjfTcaion R aquired

T

ks

Far the mast recent version of this matrix, click nese

Capitalized words in this Matrix are defined In Ch 2 of SOF 50 57 2

Vession 15 41252013
*Please check the SBA Wiebsits for the most up t date version

ersion 15-04/25/19

$BA

Subordine | relezse lien'
Defir payments™ ©
Belease / substinuee collareral”
(subsidy ‘may agply)
Changes 1o Loan Awherizarion, inchuding changes to use of proceeds "

b |

Nev Approval ve
Matlflcaion

No Notification

Requires Prior
5BA Approval

" & |Comrect ypogsaphical emars in loaa decuments (mchuding Loaa
7 Make loan that doss not adversely affect collasemi position of SBA guarantesd loan
3 | Change flood, T2 of hagard izsusance requirements’

Liguidagon Actions *

Bl b Bl ksl b R ke

T Diptaron Plcs wed Tar
for other Ioans as an aid to recovery)

Sale of collateral or acquired collnteral to the Lender. an Associate of Lender,

exployee of Lender or Close Relative of an employee of the Lender

5 Bvate sae of collateal o acquited collairal to an Oblzor. ar Close Relaive ar Associatz of
Obligar

4 | Appoint a recerver

5| Continue figuidation actions for mare than 34 months past date of guaranty purchase *

6 |Public, private or negotiated sale of collateral other fhan those above”

7 | Initiate foreclosure proceeding
Obtaiz Piase T or Phase 1T environmental audit {Hiy be nesded for possible

# acquisition of property ar ethes reason)

§ Desdmlbzn that wall not

ved under CLF proc: Tiguidation Plans are

b fal bt [ b | b

e

d

10| Enter Protective Bid at foreclosure sals

11 |Purchase or pay pror lisn'

12 Site visit -

13 | Obrain cument Appeaisal

14 Pay real estate mues

15 Hire muctioneer or appraiser’

15 Postpons liquidation action if necessary ™

17 | Abendon collateral when justified

18 Terminate SEA Guaranty after submission of Guaranty Purchase Demand Kit
la’r)gm'aﬂ.lm&m

El b ke L] R e B ] £

1 Lifigation Plan and budge (for Routine Lirization and legal fees under $L0.000)
Lirigarion Plan and budget (f lagal fee excead §10,000 or Nen-rourine Liriztion ™, ar
A if Baoutine Litization becomes non-routing)
Amendmenrs to Lizasion Plans where materia] changes arise that were Dot addressed
? in the arizinal plan
4+ Any amendmenss to an approved Litizarion Plan if fees increase by mare than 15%

Ear the mgst recent varsion of WIS MlNK, CIICK NEre,

Guaranty Fees

On loans that have been inifially disbursed, the uaranty fee associated with any increase in loan amount or extension of maturity appraved by SBA Must be paid to
SBA, whether or nat the increase or extension of maturity is subsequently cancelled. Approval of the requested increase or extension of manurity in E-Tran will constiture

SBA's prior written consent.

‘The Lenders are reminded to remit Guaranty fzes to SBA nsing waw.pay.gov (in accordance with SBA Procedural Notice 2000-766 dated 7/13/08). K a servicing action requires
that a fee be paid to SBA, such as for 0 incresse 1o 3 Joan SmOWnt or extension of mumriy, said fees are due within 30 dsys of SBA spproval (Lender's change in E-Tran). In the
event a short term loan is extended to over 12 months the additional Guaranty fee is owed or an

{subjiect to determination by SBA) Must be sent to the CLSC.
Lender Documentation

Lenders Must document the business reason snd justification for their decisions and retein these and supparting documents in the loan file for fitre SBA review to daternume if the

15 salely for)

of orderty repayment of the debt

actions taken were prodent, commescially reasonable {consistent with generally sceepted commercial lending practices) end complied with spplicable loan progzam requirements.
“When tsking action that falls within s lender’s unilasers] authority, the lender is encourazed to notate the loan file writh a starement such as, "This action was taken under imilateral

Lender Reporting after Guaranty Purchase (Liquidation Status Reports)

(1) Lenders Must submir s loan stsms repors within 15 business days of Purchase by SBA from the secondary market. The report Should sddress the stams of the Borrower,
Guarantors, collaeral, workout or Testnucruring plans, liguidation activities inclading sale of collatessl, foreclosures and irigation. The report Should be sccompanied by
documentation

needad for SBA to conduct & post-Purchase review.

(2) Forall loans SBA bas purchased, sither from the sscondary market or diractly from the Lender, Lenders nmst provide the SBA Losn Censer with a wriften st repart every

‘months, stasting with § months Srom the date of guaranty purchase, or the effective date of the most recent SOP 50 57, whichever is earkier, until the Lender has provided evidence

sufficient to SBA that the loan is resaived.

(3) Lendars Must sabmit Charge OFf Tabs (slso knows a5 a Wrap-up Report) for each koan ance al requirements for callection and lquidation are satisfied, and fizther recovery
actions are not cost-effective. Lenders Must notify SBA if they will continue recovery actions since boans csmmot be sent to Tressury for further collection if the lender is still

servicing the loan.
Hemdon Off Tabs

Caplallzed words In tis Matrix are defined in Ch 201 S0P 057 2

FresnoiLittle Rock Chame Off Tabs

Version 15 4/2572019
“Piease check the SEA Wbsile for the most up o date version.




7(a) Lender Matrix (continued)

Actions

Lenders may contact their District Office Lender Relations Speci Brand if they have ding the use of this matriz.
Lengiers Should direct thair artions, Tequests and questions to the folowing smail addresses:
National Guaranty Purchase Center
General liquidation actons and mmus accEsolitona 2
Expense 20w
Tirap up subrmission and questions: 3 Mg@ o
(General Purchase questions: shaPurchaseiishs 2oy
Questions regarding in process Purchases: Puschasestamsiiisha zov
Secondary market questions: secondsrymarketliqiisba gov
Please visit the Mahonal Guamery Purchase Center Website for all Liguidation and Purchase (non-SBAExpress) related questions.
[< ia] Loan Service Centers
Tendars Should direct thelr senicing
Freano's Contact: Inmﬂmmmlﬁl‘n Lithe Reck's Contact information ana wsbsife
Purchase Demant Kits & qUASHONS - J5C PUTH3SINGEDS Gov. Purchase Demand Kt & questions - LRSC Expressurchase eha gon
Ganaral BqEITENON 3CUCNS aN0 GUEETONS - [EC MUNENIENCIDEDS g0y General HQWAon actions 3nd qUestions - LRSC. EXpressPUMIS5a Ss0a 0w
Cuestions regarding Servicing - fse senddng fs0a gow ‘Questions regarding Senicing - LRSC. servicing@eda ooy
Charge OMOIC SUDMIESION and QUESTIONS - M5 DOSIEANVICINGERED A GOV ‘Change OMOIC submission and quastions - LRSC postserviang@sta.gov

Footmotes

! Aster closing a PLP loan. the lender Must send to the appropsiate Commercial Loan Service Center a capy of fhe sxecuted including any modifications. (S0P 5010 5 All

documants should be upleaded throagh ETR AN for leans apmoved after 011013018

SBA closing requiremants ara the same for loans guaranmesd through PLP processing as for non-dalegated Inans. The sama forms are required: lender must rarain all documents in the

Lerder's Joan le

2 SBA defines a fixed rate loan as one that bears the same inberest rate for the entire tesm of the loan. After loan approval. the lender may change the initial Note rate. inclnding the base rate. the

spread aver the base rate, or ffam a fixed rae to 2 variahle rate or from 2 variahle Tate to 2 fised rate, providd the new intersst ate does Dot exceed the maximm allowable merest rate at the

time of the loan apphication. The lander Must obta: the Berowsr s written agreement and Must notify the LGEC of apprapriate CLSC of tha changs ar, if priar to dishursamany, make the
> change throgh E-Tran servicing. IF SBA chinges the pemissible maxinum intecest rates for a specific 7(a) program. the new rates apply auly to loans appuoved o of afer the effective date of

3 Lenders are reminded not to enzage i any action that could create a Preference. {See definition in 13 CFR 120.10 - "Preference is any amangement giving a Lender ar 2 CDC a prefemred position
compared to SBA relating to the making, sarvicing, or liquidation of a business loan with respect 1o such things as repaymant, collateral, guaramees, conwol, maintenance of 2 COMPENsAGRE
balance, purchase of a cerificate of deposit of acceptance of a separate of companion loan, without SEA's consent ") Espacially problematic would be 2 lsnder’s actions in counection with a ner-
‘monstary defult on its own loan that may adversely affect an SBA muaramteed loan to the same Borrower

4 Compromiss with Berrower or Guaramtor of all of 3 parten of accrued imterast is parminied 2z a wnilateral action.

3 Lender's Purchase demand Must be made within 180 days after loan maturity of completion of liquidation / litigation actions, or SBA may be released of its liability on the lean Guaranty.

 For loans that hava been sold i the secondary market, any payment modifications, change fo tha loan amount, inferest rate changes, extansions of mariry and daforments over 90 dayz
(cumulative) Must have investor approval Lenders Should send these Servicing Requests directly to the FTA, with mmmmmgurmmwmmm
appropriate CLSC.
7 Lenders pust use E-Tran o ransfes loans to Liquidasior status axd to cancel the SEA Guaramry priet o submissior of Guaranry Purchass request. Lendars are oblizated to pay the SBA Amnual
Service Fee for every approved loan unil e lendsr cancels the guaranty in E-Tran or submits a demand for guaranty purchase with a conplte zuaranty purchase package acceptable to SBA. per
SOP 5057 2 Ch 23, Par C. Lenders may also wse E-Tran o correct 1502 reporting emrors. ¥ permitted chanze is made in E-Tran, a duplicate notics for the chanze is pot to be ssnt to a CLSC.

After submission of Guaranry Purchase Tequest, lendsrs will need notify the Center in onder to ferminye the SBA Guaranry. Afer Guaranty Purchase, Lender's Must use pay.gov (SBA Form 172)

1o remit SBA's share of any Tecovery or payment, including payments that result iz PIF. A Subsidy Recoupman Fee (SEF) is payable to SBA for loans with a mamrity of 13 years or more thar
are pre-paid by more than 25% of the hizhest outstanding principal balance during any ane of the first three mccessive 12-month periods following loan disbursement, per 13 CFR. 120.223,
Barrower is respoasible for paying the SRF that Colson bills the lender when applicable.

% SBA st be potified of a chnge in Borrower legal siructure if it resulis in.a change to EIN or 53N of any obigor. Prior owners of a business may oot re-acquire an ownsrship imserest in the
business if SBA financing used fo purchse the business from fe prior owner(s) remains owrstanding.

3 SBA required hazard insurance on all collataral (13 CFR. 120.160). SBA considers it to be a prodent lending practice for lendsrs to maintain fnsursnce on worthwhile collsteral.

18 If the foreclosure proceeding is considered Non-routine or will exceed a budget of $10.000, then the lender Must submit a Litigation Plan to SBA.

u mmmmmmmsmmﬂme and undisputed foreclosu actions) having estimated legal fees ot exceeding S10.000. Fyou
mmmizmwmmmm ar that issies my arise that are non-routine, plesse provide SBA with an amended or updated Litizntion Plan and budzet via the
loanresolunoni@sha zov in-bex for Herndon, ingiicha WMMLRSC ExpracsPurchasegsba gov for Litle Rock. Lenders Should consult additional litigation requirements
in SBA' resularions ar 13 CFR 120 540, Lzudmmammuimmmmg;lmemamummmmmmmyummm;mw

12 Non-routine Lifizstion mchudes:

(L) Al litization where facrual or lezal ssues are in disputs and require resohwtion trouzh adfudication

(2) Any lirization where Iagal faas are estimaced 1o excead $10,000

(3) Any litization imvolving 2 loan whers a lender has an actual or potensial conflict of interst with SBA

(4) Ay litization ivolving 2 7(a) Joan whers the Jander has mads a separate loan to the same Borrower which is not a 7iz) loan.

13 SBA loans should be removed from liquidstion stanus and retarned to regular servicing when th has enecuted a written provides son of regular pavments
Landars must submit to SEA @ copy of the exvecuted workout of modification agreement along with fheis request fo changs the stanis of the loan back 1o regular servicing.

14 Lenders must contact the appropriate SBA center for any name changes which irvolve a borrower with loans o muldple msiirutions, as such action caznet be performed via E-Tran.

15 Lenders Must rafar to the SOP 50 10 in affact ar the time of loan approval for Program Guidslives and actiens ralative o Loar or Borrowar Eligibility, puaranty or loan amounts, of those relared
o interest rates TF SBA changes the permissible marvitmum inferest rate, masanty percentags, or loan amount, those new Program Guidslines apply ooy o loans approved on o affer fhe
effective date of the chanze.

16 Lenders nmust provad sufficient evidence of the resolution of all SBA purchased loans within 24 months of purchase - unless SBA approves a writien extension prier to the expiration of the
applicable 24 month period. SBA raviews all extension requests an a case by case basis o evaluate the existence of extanaaring ciroumstances that coald warrant an extension. fnchiding judicial
fareclosure and protracted barkrupicy proceedings. Ses SOP 50 572 Chapter 23 Paragraph F for addétional guidance an the submission of extension requests.

[ 17 Lenders may not unilaterally approve any adjustment to o chanpe in fhe ownership of 2 Borrower, mcluding 2 change in percentage of ownership, for 12 months after final dishursement on any

lean Tn order to obtain SBA's prior approval oo requests for changes of owaership Lenders mmndsuhnnmqne;rmmwe Loan Servicing Center. The request shouid include the
re2son for fhe request, the details of the requested actian, along with supporting documentation and the recommendation of the

For the mast recent varsion of tis M3t click nere

Vession 15 472572019
Capitalized words in this Matrix are defined In Ch 2 of SOP 5057 2 “Piezse check the SBA Websile for the most up & date version
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Servicing and Liquidati ctions CDC Matrix

All actions require SBA notification.
Actions that require prior SBA approval are identified.

Loan Program Integrity Matters - Chapter 1
Take any action that requires an exception to policy:
Take any action that confers a Preference, or resnlts in the appearance of a Preference on a CDC, an
Associate of the CD ird Party Lender. or an Associate of the Third Party Lender
Take any action for BA's prior written consent 1s required by another Loan Progmm
Requirement

Environmental Risk Management - Chapter 5
SBA's name
)C s name
us Substances
Property
Modification of Note - Chapter 7

Take title to Contaminated D
Take title to Contaminated prope
Take control of business that handl
Take control of business located on Co

(Cannet be done prior to Debenture purchase)
Change pavment due date
Chaﬁge installment amount
Cha.nge interest rate
Extend maturity date
Increase loan amouat
Modification of Collateral Requirements - Chapter 8
Subordinate lien position )
Substitute Guarantor or Co-Borrower
Substitute collateral - ) )
Release lien on collateral w/ FMV < 10% of Debenture amount or $ 10,000
Felease of lien on collateral w/ FMV = 10% of Debenture amount or $10.000
Release of Guarantor or Co-Borrower on loan in regular servicing
Release of Guarantor or Co-Berrower on loan jn_]iqilidat_i_on (treat as OIC)
Sell Op-eraﬁ:l_:_lg' Company when EPC reia.ms owqer&hif: of Proj'ecr' Property
Release condemnation proceeds
Insurance Coverage - Chapter 9
Modify requirements .
Force-place coverage
Endorse checks = $100.000
Endorse checks > $100,000
Release proceeds = 1 00.000

Pagel

'X" = Requires prior SBA approval

= = Non-PCLFP
PCLP CDCs CDCs
= X
X X
X X
X X
X X
X X
X X
X
X
X
X
X X
X
X
X
X
X
= X
p X
X
X
X
X
X

Version 2 - 02/14/2014
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Servicing and Liquidation Actions CDC Matrix

= Requires prior $BA approval

All actions require SBA notification. Non-PCLP

PCLP CDCs

Actions that require prior SBA approval are identified. CDCs

MoETY Biutcinl statéie of feqUlirEmings
Modify restrictions on compensation, dividends. fixed assets. etc.

Modify standby agreements
Allow payment to standby creditor

Release of claim against standby creditor

Allow assumption of loan
Transfer, sell. or pledge loan

Modification of Management Covenants - Chapter 10

Defer< 6 cummlative months payments or 20% t;for'igi.na¥ loan amount

Defer = 6 cumulative monthly payments or 20% of eriginal loan amount

Advance payment to bring sentor loan current

Purchase or pay off senior loan.

Establish Protective Bid amount and enter it vsing Treasury check
Take "No Bid" position at senior lienholder’s foreclosure sale
Exercise redemption rights using Treasury check

Collect excess.prmceeda from foreclosure sale on behalf of SBA

Accelerate Note
Classify loan in liquidation
Send demand letter

Implement Liquidation Plan or amended Ligquidation Plan
Retwn loan to regolar servicing status

Implement workout agreement (Cannot be done prior to Debenture purchase)

Initiate. modify. suspend or terminate

Initiate. modify. suspend or terminate

X
X
X
X
X
Assumption or Sale of Loan - Chapter 11
X
X X
Deferments - Chapter 12
X
Delingquent Secured Senior Loans - Chapter 13
X X
X X
X X
X X
X X
Ciassifying Loans in Liquidation - Chapter 14
X
X
X
X
= X
Workouts - Chapter 17
X
Administrative Wage Garnishment - Chapter 18
X X
Federal Salary Offset - Chapter 19
X X
Page 2 Version 2 - 02/14/2014
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Servicing and Liquidation Actions CDC Matrix

All actions require SBA notification.
Actions that require prior SBA approval are identified.

Collateral Liquidation - Chapter 20 & 21

[Release lien on collateral w/ FMV < 10% of Debenture amount or $1fJ,U{]0

Release of lien on collateral w/ FMV = 10% of Debenture amount or $10.000
Allow voluntary sale of collateral by Obligor
Accept déed-_i.u—lieu of foreclosure
Imitiate judicial foreclosure (Requires assignment of Note & deed of trust or mortgage)
Initiate nou—_jud;icia] foreclosure (Requires assignment of Note & deed of trust or mortgage)
Collect rents on behalf of SBA
Collect accounts receivable on behalf of SBA
Swrrender life insurance pelicy for cash value
Appoint recerver (Requﬁ'es SBA — approved Litigation Plan)
Approve short sale with 100% of net proceeds to TPL or 504 Loan and no release of Obligors
Approve short sale with less than 100% of net proceeds to TPL or 504 Loan
Aﬁprove sh.c_n't sale with release of Obligors
Initiate eviction j:mceedings- Routine Litigation
Initiate eviction proceedings - Non Routine Liti gation )
Abandon collateral with Recoverable Value <510.000 real property/ <55,000 persenal property
Abandon collateral with Recoverable Value =%$10.000 real property’ 83,000 personal property
(Requires exception to policy.)
Acquired Collateral - Chapter 22
Take title in SBA's name
Take title in CDC's name
Sell. acquired collateral
Lease 'acqu_i.ﬂed collateral
Abanden acquired collateral
Offer in Compromise - Chapter 23
Compromise any portien of loan (principal balance or accrued interest)
Litigation - Chapter 24

Implement or amend Litigation Plan

Expenses and Recoveries - Chapter 25
Recoup Recoverable Expenses (liquidation and iitigation)

For additional mformation. please visit the Commercial Loan Service Centers’ website where you can find contact mformation for your local CLSC, answers

"X" =Requires prior SBA approval

¥ s, Non-PCLP
PCLP CDCs CDCs

X X

X
X X
X X
X X

X
X X

X
X X
X X

X
X X

X
X X
X X
X X
X X
X X
X X
X X
X X
X X

to frequently asked questions, and links to relevant SOPs. forms. and templates for commonly requested servicing actions.

Pape 3
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Policy Notice Update

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
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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



—
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 [nstant validation provides comfort that there are no errors in
data entry.......



—

For Center Assistance on E-Tran
Servicing:
Please contact your local District
Office for E-Tran Guidance and
Training

(=]
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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

* If it is More than 120 days and SBA Purchases it Back.....

« SBA will BILL the Lender for the Interest Accrued Beyond the 120
Days!

. Make A Decision!
» See 1086 paragraph 10

23
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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;
* c. 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.
SBA —
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S

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 m' v dateif:

calendar days after the maturity date.

* The extension is requested before the SBA loan - 0(\ .res, less than 180
* Will aid in orderly repayment of the loar n\(\

e If applicable, additional gu~ \Q\ .«1ll have to be paid within 30

days of approval or enti” . cancel.
Think or# %e( .onth term... First extension of
Maturity!

Note: Lenders are not 0 4 to pay an additional guaranty fee if a maturity date extension is
needed to aid in the ora. .y liquidation of the loan and no additional funds are disbursed. SOP
50 57 2 page 54

ﬂ\—
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Increases - Express Revolvers

* Not allowed on Recovery Act or Jobs Bill Loans. Fur~ 3ve exhausted.

\
* Increase on these (Express Revolvers) mus* 0(\ * «d within 7 years
from the date of approval. 50105J&¥K . (\
\O)
* For maximum loan amount, re* \\Q\O .¢ 50-10 which was in effect at the

time the loan was approve”’ \

* Any increase requ- e( sress Revolver Loan that is above 33% above
the original lo- (\% .ust include an analysis of appropriate credit and
risk factors. 06

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 exb-  =d.

\

Any increase request on a Standard 7 (a), CLP, PLP, SBA Exr (\ e ..oan Program term loan
that is more than 20% of the original loan amount or s 0 .onths after the original
approval date, the lender must include withitsre- ¢ 06 .ysis showing the purpose of the
increase is the same as the original purpose r” \ «the borrower’s cash flow can

support the increased payment amount. \Q\O

°
Key to remember 48 months...Incr~ &\\ . first 48 months on term loans!

For maximum loan amour’ e( S0P 50-10 that was in effect at the time the loan was
approved. (\%

If sold on the secondag «et, 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 prior to 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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What do..

Cheech and Chong
Scooby “Doobie” Doo
The SBA

Have in Common...

50 105 K Update
Policy Notice 5000-17057
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Things to Remember!

1. Direct Marijuana Business

Grows, Produces, Processes, Distributes, or Sells Marijuana or Marijuana
Products, Edibles, or Derivatives

2. Indirect Marijuana Business

Reasonably be determined to aid in the use, growth,
enhancement or other development of marijuana.

BONG!
3. Hemp

Consistent with the Agriculture Improvement Act of 2018 (Public Law No.
115-334), a business that grows, produces, processes, distributes or sells
products made from hemp (as defined in section 297A of the Agricultural
Marketing Act of 1946) is eligible.

30
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What if my Borrower is now leasing spaceto a
business that is engaged...

* Borrower MAY NOT lease space to the ineligible
businesses described above because:

» 1. Collateral could be subject to seizure and

* 2. Payments on the SBA loan would be derived from
illegal activity.

* 3. If a borrower does lease to an ineligible marijuana-
related business, SBA District Counsel should be
consulted to determine what action should be taken.

31
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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:

* 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

» 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:
* 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:

DSC for 2017 1.25
DSC for 2018 1.37
DSC for2019 1.19

* COLLATERAL ANALYSIS:

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

e Attach Credit Memo if needed
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Send this File?

* sha.gov

* For Partners

* SBA Locations

* Loan and Guaranty Centers
* Fresno or Little Rock

Submit Your Forms...

Submit documents electronically to
an 3BA Loan Center using
{ThisFile, or use the E-Tran tool
applications.

Send This File

(=]
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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!

* Policy Notice 5000-19026

e NO WAIVERS or HUBZone/Rural Discount !
* Fees are Back to Normal
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Basic Guaranty Fee Calculation

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

Guaranty Fee
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$200,000 Loan Amount
X
5% Guaranty
=$150,000
X
3% Guaranty Fee Rate
=$4,500 Guaranty Fee
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Companion Loans!... 90 days

e Loan firstin line...then Loan nextin 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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Companion Loans!... 90 days

e Loan firstin line...then Loan nextin line
* $150,000 X 75% =$112,500 X 1.5% =$1,687.50 fee
« $200,000 X 75% = $150,000 X 3% = $6,187.50 fee

e .....Question....
* Why does the $150,000 loan have a 1.5% rate?

*....Answer....
* |t was done first so the rate applied is 1.5%
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Companion Loans!... 90 days

e Loan firstin line...then Loan nextin line
* $150,000 X 75% =$112,500 X 1.5% =$1,687.50 fee
« $200,000 X 75% = $150,000 X 3% = $6,187.50

e .....Question....
* Why does the $200,000 loan have a fee of $6,187.50

e ....Answer....
 The additional fee is added to this loan.



—
Companion Loans!... 90 days

e Calculation
« $200,000 X 75% = $150,000 X 3% = $4,500.00 +
« $150,000 X 75% =$112,500 X 3% = $3,375.00

* Total Fee $7,875.00
* Minus Fee already paid $1,687.50
* Fee Due $6,187.50

e |s there and EASY button?
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E- Tran

ponly | Documents | Chron | GuarantyFee | Whatlf | History | [ei=0E]]

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

v Guaranty fee calculation of Loan Applicatiol
* Loan Amount $250,000.00 Original 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 ': QOriginal SBA Guaranty Percentage 50.000
* Loan Term 84 | months Original Loan Term 84
Maturity Date: (021022025 |

v

| Reset | Clear || Compute |

46



*What does it do?

*Tells What has been done!
*\WWhen is was done!

And Who did it!

*Try itonce and see

]
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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:

 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 up to 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.

° 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.
$BA —
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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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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 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
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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
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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.
® Loan not reporting on 1502

« 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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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 Authorization!

* Be familiar with SOP 50-10 5 (J), 13 CFR, SOP 50-57-2, and Policy Notices,
which can be found on Servicing website.

o Decument, Document, Docurment 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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Questions????




