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SBA Procedural Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All SBA Employees
	CONTROL NO.:
	5000-956

	SUBJECT:
	Past Due Guaranty Fees on Short Term Loans
	EFFECTIVE:
	5/10/2005


Background

On August 1, 2001, a notification system was established to remind lenders of guaranty fees still owed for 7(a) loans with a maturity of more than 12 months.  This notification process did not include loans with maturities of 12 months or less (short term loans).  This procedural notice is announcing the implementation of an SBA notification process to remind lenders of guaranty fees that are past due for approved short term loans. 
It is important to note that while SBA is implementing this process to remind lenders of past due guaranty fees, nothing in this notice changes the fact that the guaranty fee on a short term loan is owed as of the date of loan application.  Whether or not SBA sends the lender the notifications described in this notice, the Lender is still obligated to pay the guaranty fee within the required time period.   
Notices of Overdue Guaranty Fee
First Notice (Attachment 1)
If the Denver Finance Center (DFC) has not received from the lender the full guaranty amount owed within 15 days of the date of approval, SBA will issue the first notice regarding the overdue guaranty fee and the impending cancellation of the guaranty.  The contact information for the lenders will be the SBA Servicing Center responsible for the loan.
Final Notice (Attachment 2)
If DFC has not received the full guaranty fee by the 30th day after the date of approval, SBA will issue a notice of cancellation to the lender.  The notice of cancellation will remind the lender that the cancellation of the guaranty does not result in a refund of any fee paid or change the status of the guaranty fee as still being past due and owed to SBA.  With short term loans, a lender owes the guaranty fee as of the date of application.  The only basis for a refund of the guaranty fee for short term loans is stated in 13 CFR §120.220(c):

(c) Refund of guaranty fee. For a loan with a maturity of twelve (12) months or less, SBA will refund the guaranty fee if the loan application is withdrawn prior to approval by SBA; if SBA declines to guarantee the loan; or if SBA substantially changes the Lender's loan terms and then approves the loan, but SBA's modified terms are unacceptable to the Lender. In the latter case, the Lender must request a refund in writing within 30 calendar days of SBA's approval.
When reviewing a lender’s continued participation in any of SBA’s loan programs, SBA will consider a lender’s failure to remit required SBA guaranty fees in a timely manner.
Request for Reinstatement of SBA’s Guaranty

If SBA’s guaranty is cancelled due to a lender’s non-payment of the fee, the lender may request that SBA consider reinstating its guaranty.  The Lender must submit the request to the SBA Servicing Center that is responsible for the loan and must include the following (SOP 50 50 4, Chapter 10):
1.  A written request that the guaranty be reinstated including the SBA Loan No. and the SBA Loan Name; 
2.  A remittance of the full guaranty fee owed with the SBA Loan No. and the SBA Loan Name written on the remittance; 
3.  A certification that there has been no unremedied adverse change in the financial condition, organization, operations, or fixed assets of the Borrower or Operating Company since the date of application for guaranty;
4.  If the loan has been disbursed in whole or in part, a certification that the loan is current, the lender has been reporting the loan on all 1502 monthly reports since the loan was disbursed, and the lender has been paying the SBA on-going guaranty fee in a timely manner on this loan; and
5.  A written explanation as to why the lender failed to pay the guaranty fee and what the lender has done to correct any deficiencies in its procedures.

Questions from lenders regarding this notice may be submitted to one of the two SBA Servicing Centers.  For the SBA Little Rock Servicing Center, questions may be directed to lrsc.servicing@sba.gov.  For the SBA Fresno Servicing Center, questions may be directed to fsc.servicing@sba.gov.   
__________________________ 

James E. Rivera

Associate Administrator

    for Financial Assistance
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