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SBA Procedure Notice

11/5/96

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


CONTROL NO.:
5000-789

SUBJECT:
7(a) Loan Accounting Actions That Impact The Guaranty Fee 
EFFECTIVE:
4-24-2002

PURPOSE:

On Monday, May 1, 2002, the Agency will implement several modifications to the data input screens used to populate the loan accounting records of individual 7(a) loans.  These modifications will enable SBA staff that fund loans to see the dollar amount of the guaranty fee, as computed by the Agency, immediately after the funding process is completed.  In addition, Agency staff inputting certain types of post approval modifications will be able to see the dollar amount of the revised guaranty fee.  The principal purposes of these changes are:

1. To raise the consciousness of all SBA personnel involved with the approval or modification of 7(a) loans so that they may be aware that their actions may impact a loan’s guaranty fee;

2. To give instant feedback about the guaranty fee to the people inputting accounting data; and

3. To improve the collection of guaranty fees that become due as a result of actions other than a basic loan origination.  

PROCEDURES AT LOAN ORIGINATION: 

The Agency’s Loan Application Tracking System (LATS) is used to track an application through the various processing stages and to fund loans that have received favorable credit consideration.  Historically, the guaranty fee has not been displayed at time of funding.  The Office of the Chief Information Officer (OCIO) has modified LATS so that it will now display the guaranty fee, as computed by the Agency, at the conclusion of the funding process. 

The actual display of the guaranty fee will not be visible to the person inputting the data until after the entire loan origination data has been sent to the Agency’s mainframe computer.  Once the mainframe receives all the required information, it will generate the Loan Application Summary (135) document that will include the appropriate loan number and dollar amount of the guaranty fee.

SBA’s mainframe computes all guaranty fees under the assumption that there are no other loans outstanding to the subject business.  In most cases, this is a correct assumption.  However, when a loan is funded as part of a multiple financing arrangement involving two or more 7(a) loans being approved within 90 days of each other, the calculation of the guaranty fee for the second loan funded will most likely be incorrect and will require manual correction.

In order to remind SBA staff of what steps must be taken when the Agency’s computed guaranty fee is incorrect, a message has been inserted next to the dollar amount of the guaranty fee reported on the 135 document that says “Disagree – Send 327 to DFC.”  When the Agency’s calculated fee is incorrect, an SBA Form 327, Modification or Administrative Action, must be sent to Denver Finance Center (DFC) to explain why there is a difference and to initiate the process of manual correction.

PROCEDURES FOR SBA WHEN THE CALCULATED FEE IS INCORRECT
When the guaranty fee calculated by the Agency for a particular loan is incorrect because that loan is part of multiple 7(a) loans being approved to the same borrower within 90 days of each other, the office inputting the application data for the second loan must prepare a 327 that reports the correct guaranty fee and send it to the DFC within 10 working days of loan approval.  The 327 should use the language specified in subparagraph “q.” of SOP 50-10(4), Subpart “B,” Chapter 1, paragraph 15, (pages 221-3).

Once DFC receives the 327, they will correct the dollar amount of the “fee due” in the Agency’s records.  This is necessary to avoid situations where the lender sends in the correct fee (based on multiple loans), but SBA rebates a portion back because its records reflect a smaller fee on the basis of only one loan.  Only DFC can make this change to the system.

POST APPROVAL MODIFICATIONS

There are at least four post approval modifications that will impact the dollar amount of the guaranty fee of a 7(a) loan.  They are:

1. When an undisbursed loan is increased or decreased and the dollar amount of SBA’s participation also increases or decreases;

2. When a disbursed loan is increased and the dollar amount of SBA’s participation also increases;

3. When the guaranty percentage is changed on an undisbursed loan; and

4. When a loan with an original maturity of 12 months or less has its maturity increased beyond the 12th month and this action is considered a “Renewal” rather then an “Extension.”

The definitions and rules that apply to renewals and extensions are explained in subparagraph “m” and “n” of paragraph 15 in SOP 50-10 (4), Subpart “B,” Chapter 1.  They can be found on pages 221 and 221-1 of that SOP.  

Loan accounting changes 1, 2, and 3 above can only be made using the Loan Accounting – Budget (LAB000) system.  As a result of some changes to the input mechanisms, accounting change #4 will also only be able to be done in LAB000.

When such modifications occur, it is incumbent on the office that inputs the change to make sure the Agency receives the revised guaranty fee.  After any of these modifications are successfully input, the mainframe will send back confirmation that the change took place and display the revised guaranty fee.  Next to the displayed guaranty fee amount will be the message “Disagree‑Send 327 to DFC.”  This message is designed to remind field staff to send a 327 to DFC if they disagree with the amount of the guaranty fee calculated by the computer.  

SBA staff, including supervisors, who approve and/or input any of the modifications referenced herein need to make sure the procedures outlined in Q&A number 9, found in Subpart “A,” Chapter 6, paragraph 10, of SOP 50-10(4) (see page 177-2) are followed.  The procedures specify that no increases will be made in SBA’s mainframe without the additional guaranty fee having been previously received (and recorded) or without a “check in hand.”

EXTENDING MATURITY PAST 12 MONTHS

Lengthening the maturity of a loan past the 12-month threshold may or may not require an additional guaranty fee, and may affect the ability of a revolving loan to continue revolving.  There are two separate procedures to follow when lengthening the repayment period of a loan that originally had a maturity of 12 months or less.  The correct procedure is dependent on whether the action is a renewal or an extension.

The LAB000 system must be used when the additional months are provided as part of a renewal.  This means the lender is required to remit an additional guaranty fee.

The Loan Accounting Update (LAUD) system must be used when the additional months are provided as part of an extension.  This means that no additional guaranty fee is required and that no additional disbursements may be made.

The LAUD system must also be used to extend the maturity of a non-revolving loan that already has a maturity in excess of 12 months.

The LAUD system will only accept extensions for non-revolving loans.  Therefore, if a loan was originally set up to be a revolver, the revolving feature must first be switched off before an extension can be put through the system.  The “Revolving” question must be answered “No.”

The procedures for making modifications to the loan accounting records of individual accounts as outlined in this Notice will be reaffirmed in the Data Communications Systems Users Manual.  This information can be found at http://yes.sba.gov/files/7-man/contents.html.

These procedures are scheduled to go into effect on April 15, 2002.  At that time, personnel using the LATS, LAB000, or LAUD systems should see these modifications.

Questions about the procedures for funding loans should be directed to OCIO by calling (202) 205-6299.  Questions on the procedures for making loan accounting modifications should be directed to the DFC Action Desk, by calling (303) 844-2411.  

___________________________

Jane Palsgrove Butler








Associate Deputy Administrator
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