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SBA Procedural Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All Employees 


CONTROL NO.:
5000-745

SUBJECT:
Guaranty Repair Tracking 

System Update


EFFECTIVE:
8-29-2001

What is the guaranty repair tracking system?
Procedural Notice 5000-700 dated December 12, 2000, provided instructions for SBA’s new guaranty repair tracking system, which assists the Agency in identifying and evaluating situations where a lender’s actions or omissions may result in reduction of a purchase payment or denying liability in full under SBA’s 7(a) guaranty on a loan.  The system also allows the Agency to identify lender and district office performance trends related to guaranty issues.  This notice describes recent updates to the system.

As indicated in Procedural Notice 5000-700, if a lender was deficient in loan origination or servicing and the deficiency is significant enough to potentially warrant full or partial denial in the event a purchase request is received from the lender,  the SBA servicing loan officer must indicate the problem in the loan record using the Delinquent Loan Collection System (DLCS).  This is done by entering a “GI” (for “Guaranty Issue”) in the action code input field in the DLCS action/update screen.  In addition, comments must be entered in the chronological record regarding the nature of the problem.  

If problems with a loan identified by a “GI” are subsequently resolved prior to purchase, such as through an adequate explanation from the lender or through corrective action taken by the lender, a “GR” (for “Guaranty Issue Resolved”) is entered in the action code input field in the DLCS action/update screen.  Once this is done, the guaranty issue indicator will no longer appear for the loan.

What changes have been made in the guaranty repair tracking system?

Three new codes have been created.  The first (“W”) is used when a lender voluntarily agrees to release SBA from its guaranty on a loan (whether or not a guaranty issue had previously been entered in the DLCS system) and there is no apparent problem with the lender’s handling of the account.  To remove the loan from the Agency’s database of guaranteed loans, you need to indicate in your SBA Form 327 action sent to Denver Finance Center (DFC) that this is not a repair situation, and instruct DFC to use the “W” code.  If you had previously indicated that a guaranty issue existed on the loan, you must also enter a “GR” in the DLCS action/update screen.

The second new code (“Z”) is for the purchase of fewer than 120 days of interest when there is no repair.  The repair tracking system is programmed to indicate a repair if you are purchasing less than 120 days interest.  In some instances, however, purchase of a reduced number of days interest is not a repair, such as when a lender liquidates prior to purchase and has already collected up to 120 days interest from liquidation proceeds.  In situations like this, use the new code “Z” when you process the purchase.  This code will allow the purchase to proceed and will not show a repair in the tracking system.

The third new code (“N”) is to be used when you process a repair while purchasing a loan that has a guaranty issue (the loan has a “GI” indicator) that was identified by the Office of Inspector General (OIG).  In this situation, enter the “N” into the repair code input field of screen 1128 in the Guaranty Loan Purchase System when you process the purchase.  The loan may not be reclassified as “GR” unless the purchase was processed in accordance with the OIG recommendation that generated the “GI” code.  Any purchase action other than those specified in the OIG recommendation requires OIG concurrence before the loan can be reclassified “GR.”  If OIG does not respond within 15 days to your request for concurrence, you may proceed with the action consistent with normal field office authority.  In all cases, you must notify OIG of the purchase action taken and final disposition of the guaranty purchase.  
For example, if SBA management agreed to recommend a denial of liability if a lender should request purchase based upon an OIG recommendation, you should not purchase the loan if a request is received from the lender (instead, you should process the denial of liability).  If you decide to honor the purchase request or take other action that is contrary to the OIG recommendation (whether or not SBA management previously agreed with the OIG recommendation), you must refer the matter to OIG for review and concurrence prior to reclassifying the loan as “GR.”  If OIG does not respond within 15 days, you may proceed with your action.  On the other hand, if a purchase action taken prior to or at the time of purchase complies with the OIG recommendation, all that is required is to notify OIG of the final disposition of the purchase request (e.g., action taken, amount of repair or partial denial).
What else is new?

A supervisor must approve a recommendation to identify a loan as having a guaranty repair issue prior to the loan’s identification with a “GI” in the tracking system, or the subsequent change of a “GI” to “GR.”  The approval of either action will be by SBA Form 327 indicating the nature of the repair issue, or how the repair issue was resolved.  
Also, if you identify a guaranty issue after you have processed a purchase either directly from the lender or from the secondary market holder, enter the guaranty issue (“GI”) indicator in the action code input field in the DLCS action/update screen as explained earlier. This will serve as a reminder of the outstanding issue that must be resolved prior to or at the time of the lender’s liquidation wrap-up.
Questions?

Please contact Walter Intlekofer in the Portfolio Management Division (202-205-7543).

________________________

Jane Palsgrove Butler

Associate Administrator

     for Financial Assistance
Expires: 8-01-2002  
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