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SBA Procedural Notice 

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All RAs; DDs; BMs; Field Counsels; Field Finance, USEAC,  PLP and LowDoc Loan Processing Centers, PLP Review Branch and Disaster Area Counsels and Directors, Commercial Loan Servicing Centers Personnel; and Staff in the Offices of Field Operations, Financial Assistance, General Counsel, and  International Trade
CONTROL NO.:
5000-731

SUBJECT:
Loans in SBA Sale #5
EFFECTIVE:
5-03-2001 

This is another in a continuing series of notices about the Agency’s Asset Sales.  In the Agency’s fifth loan sale, loans from the following programs have been selected for sale: purchased 7(a) guaranteed loans (both SBA-Serviced and Lender-Serviced), Community Development Company loans (Section 502, 503, and 504), direct 7(a) loans, and home and business disaster assistance loans.  The main criteria used to select the disaster assistance loans was as follows:  (1) Loans must be fully disbursed, and (2) Two years must have passed between the date of final disbursement and the date of selection.
LOANS IDENTIFIED FOR SALE:

The SBA’s Asset Sales Intranet website has information on this sale that is not available to the general public.  It contains, among other items, this Procedural Notice and related attachments and exhibits; a revised list of field office and district counsel contacts for the Asset Sales Program; the Business Rules for Asset Sales and the Asset Sales Source Book for Contractors and Investors.  It is also the only means that is available to the SBA field office staff to obtain the attachments and exhibits to this notice and the loan list for Loan Sale #5. The website may be accessed through the SBA Program and Field Offices option on the SBA’s Intranet website.  The address is: http://yes.sba.gov/offices/assets. 

Exhibit A (the loan list for Sale #5) is a single worksheet with both disaster assistance loans and 7(a)/ CDC loans, which are targeted for this sale, but may be subject to lender consent.  To review the list of loans that may be sold in this sales initiative, click on the following website address: http://yes.sba.gov/offices/assets  and select the appropriate file.  Double click the self-extracting executable file and download the file to a local directory.  Unzip the file first and then open the Excel document.  To obtain a list of loans for only your office, from the Excel toolbar, select DATA, select FILTER, select AUTOFILTER, click the down arrow on SBA Servicing Office, and select your servicing office. The list may be sorted again to separate disaster loans from 7(a)/CDC loans.

LOAN LIST REVIEW:

The Asset Sales Coordinators at each field office should coordinate the review of the loan list for your respective office. A list of any loan(s) that should not be sold in Sale #5 should be provided to the Loan Sale #5 coordinator, Nick Liu (202-205-7540) via e-mail at assetsales@sba.gov.  The field office is responsible for reviewing all loans that require lender consent, including those that the TFA is responsible for, to determine if they should be rejected from the sale.  This is to ensure that lenders are not asked to consent to loans that will later be rejected from the sale.

The list of loans to be excluded from the sale should contain the loan number, borrower name, and rejection code. A list of rejection codes and definitions is attached as Exhibit B.  The e-mail accompanying the list(s) of rejected loans must state whether the list is the final scrub list, or whether the review process is still ongoing.  Once the final scrub list is received, Asset Sales will assume that all remaining loans may be sold.
In addition, if an SBA loan in this sale has a related loan(s) or note(s) receivable that is not listed on Exhibit A, the additional loan(s) or note(s) receivable should be included in the sale.  The loan numbers for these related loan(s) or note(s) receivable should be provided to Nick Liu via e-mail at assetsales@sba.gov, with a copy to the due diligence contractor, who has not been selected yet.  The loan files for the related loans should be shipped along with the other loans.

During the SBA due diligence period, SBA’s disaster area offices may continue to receive requests from borrowers for a loan increase or loan reinstatement.  The area offices have been advised to follow existing procedures to obtain the loan file from the appropriate Servicing Center.  When the request for the loan file is received by the Servicing Centers, these loans should be excluded from any ongoing sale

and placed in the next sales initiative.  To exclude a loan from Sale #5, please notify Nick Liu (202-205-7540) at assetsales@sba.gov, with a copy to the due diligence contractor, TBD. If the file has already been shipped to the Due Diligence Facility, the due diligence contractor will then return the loan file to the disaster area office, and notify the current servicing office via e-mail. 

Sale #5 also contains approximately 12,000 loans with an outstanding balance of approximately $98 million that are currently being serviced by ACS Lender Services, Inc. (ACS) for the SBA.  The SBA COTR for this contract will be responsible for all communications between Assets Sales and ACS.

If a 7(a) loan that has been selected to be in Sale #5 was recently purchased from a lender or the secondary market, the field office must complete a post-purchase review before the loan can be included in the sale. In the post-purchase review, the lender’s loan origination, servicing and liquidation practices must be examined to determine whether the SBA has a cause of action against the lender.  If the post-purchase review reveals that any of the actions of the lender are suspect, the lender may be required to reimburse the Agency.   Please complete any outstanding post-purchase reviews as quickly as possible. 

SBA-serviced and lender-serviced loans in litigation will not be automatically excluded from the sale.  The district counsel in each office should review the loans that are currently in litigation and scheduled to be sold.  Based on the status of the litigation, if a district counsel believes that it is not in the best interest of the Agency to sell a particular loan at this time, they should contact either Bill Gery at (202) 401-2803  (William.Gery@sba.gov) or Diane Jansson at (215) 580-2789 (Diane.Jansson @sba.gov.)   The final decision to remove loans from the sale due to litigation will be made on a case-by-case basis by Bill Gery or Diane Jansson.  

Loans that are currently under investigation or being audited by the SBA’s Office of Inspector General (OIG) cannot be included in this sale without OIG’s prior approval.  Each SBA district office and servicing center must provide a copy of their respective loan list to the OIG representative in their office, who will determine whether any loans on the list are subject to an on-going investigation.  Asset Sales will also provide OIG at HQ with the master loan list for Sale #5.  Any conflicts between the loan list review by OIG in the field offices and OIG at HQ must be resolved before a loan may be sold.  

As in prior loan sales it is anticipated that, where appropriate, some loans will be included in this sale that have been referred to the Department of Justice (DOJ).  The District Counsels must obtain DOJ’s consent to sell a loan before the loan can be sold.  To facilitate the process of requesting DOJ’s approval, please identify any loans that have been referred to Justice on the loan scrub lists that are returned to Asset Sales. 

Immediately after the closing date the following collection processes must be terminated.  Loans referred to the Treasury Offset Program will be removed by OCIO once Asset Sales has provided the list of loans sold.  Any Federal Salary offsets that were established by the servicing office must be terminated with the applicable payroll office.  DOJ must be notified of all loans sold and be requested to stop servicing the loan by the applicable District Counsels.  DOJ should be advised of where to send any funds collected but not remitted as of the date of notification.  Pre-authorized debits that are not terminated by the borrower prior to the servicing transfer date will be automatically terminated once the asset sales status has changed to a “T”.  Generally speaking, all payments collected after the servicing transfer date will be forwarded on to the appropriate purchaser once the SBA has collected good funds.  This is normally 21 days after deposit.

All monies received through offsets after the closing date will be returned to the borrower by the Denver Finance Center.  In addition, all funds received from the Department of Justice due to a judgement against the borrower must be sent to the purchaser as of the Cut-off Date.  Finally, any bankruptcy payments sent to the SBA after the Cut-off Date from the trustee must be sent to the purchaser. 

SHIPPING SCHEDULE FOR CREDIT REFORM LOAN FILES:

A statistically representative sample of the disaster assistance loans in Sale #5 has been selected.  Column B of Exhibit A identifies the disaster assistance loans that comprise the credit reform sample.  Development Company and 7(a) loans are not part of the credit reform sample.  These loans must be the first shipment to the Due Diligence Facility to establish a preliminary indication of the credit reform implications of selling the disaster assistance loans selected for Sale #5 as soon as possible.

The loans that are part of the credit reform sample must be boxed and shipped to the Due Diligence Facility by every office in accordance with the shipping schedule.  The shipping schedule will be provided once the due diligence contractor is engaged, which is expected to be early April 2001.  Contrary to the SBA’s standard operating procedures, the servicing and collateral files for any given loan must be put in the same box. Please mark the exterior of the box(es) with the following label:  Credit Reform Loans-Sale #5.  The shipping procedures for the remaining loans, including related loans identified by field offices, are outlined in the next section. 

SBA will pay for the shipment of SBA-serviced files and lender files for lender-serviced loans, which can be charged to Federal Express # 232404426.  Files are to be shipped using the 2-day delivery option.  The address of the Due Diligence Facility is:

SBA/ Deva & Associates, Attn: Files Manager

1050 Connecticut Avenue, NW, 8th Floor

Washington, DC 20036

Phone: (202) 296-8989

SHIPPING SCHEDULE FOR REMAINING LOAN FILES- SBA SERVICED LOANS:
The shipping schedule for the remaining SBA serviced loans in this sale will also be provided once the due diligence contractor is engaged, which is expected to be early April 2001.  Again, contrary to the SBA’s standard operating procedures, the servicing and collateral files for any given loan, including related loans identified by the field offices, must be put in the same box.  Exhibit C is the inventory form that must be completed and included in each box of SBA-serviced loans. 

The servicing and collateral files for 7(a) loans that are less than 100% owned by the SBA and SBA-serviced loans should not be shipped until the Agency has received the lender’s consent to sell these loans.  The due diligence contractor will contact each office to coordinate shipping these loans once the Agency has received the lender’s consent. 

SHIPPING SCHEDULE FOR REMAINING LOAN FILES- LENDER SERVICED LOANS:

The lender’s servicing and collateral files for 7(a) loans that are less than 100% owned by the SBA and lender-serviced loans should not be shipped until the Agency has received the lender’s consent to sell these loans. Attachment VI is the inventory form that must be completed and included in each box of lender serviced loans. Again, contrary to the SBA’s standard operating procedures, the servicing and collateral files for any given loan, including related loans, must be put in the same box.  The due diligence contractor will contact each office to coordinate shipping lender-serviced 7(a) loans once the Agency has received the lender’s consent.  Lender-Serviced Loan Consent Notification Spreadsheet (Attachment VIIIA) lists all the loans by lender for which the SBA has received the lender’s consent to sell.  As consents are received, the due diligence contractor will prepare and send this spreadsheet periodically to the field offices.

Servicing transfer(s) to the winning bidders of Sale #5 are anticipated to occur in the first quarter of 2002.  If a lender has 20 or fewer lender-serviced loans in the sale, they are required to make a copy of the servicing and collateral files, and continue to service their loans until servicing is transferred to the purchaser(s).  If lenders have over 20 lender-serviced loans in the sale, they have the option of (1) copying their own files, or (2) requesting Compact Disks (CD’s) with electronic images of their files. 

The electronic images of the files will have the collateral documents created at loan origination.  The electronic images will also include modifications and correspondence in the servicing file that are 5 years old or less, or the most recent five years of correspondence.  The CD’s will be provided within 15 business days of receipt of their files by the SBA’s due diligence contractor.  In all cases, the original servicing and collateral files/documents must be forwarded to the Due Diligence Facility.

For all lender-serviced loans, field offices must request that lenders complete the Lender Questionnaire (Attachment IV).  This checklist provides contact information and indicates whether the lender requires CD’s.  File shipment by lenders will be arranged by the field office contacts.  Field office contacts will confirm the expected shipment dates with the due diligence contractor for lenders who have requested CD’s of the electronic images of their original files.  This will ensure that lenders will be able to access the files needed to service their loans within 15 business days of receipt of the lender’s files.  To the extent files are not received at the Due Diligence Facility within 10 days from receipt of the lender’s consent, the due diligence contractor will follow up directly with the lenders.
When the lenders send loan files to the Due Diligence Facility, they should include all prior and current invoices for expenses for the care and preservation of collateral (CPC) that have not been reimbursed by the borrower.  In addition, Lenders should submit expenses that have not been reimbursed by the SBA for payment as soon as possible, and continue to submit them to the SBA as incurred until the Closing Date.  The Lenders should also send copies of all new invoices to the due diligence contractor as they are received.

Updates to the loan file, commonly referred to as “Trailing Documents”, should be provided to the SBA’s due diligence contractor as received.  Trailing documents include borrower correspondence, such as compromise offers, bankruptcy filings or other legal actions, and invoices for CPC expenses, etc.  In addition to the normal Form 172 reporting, executed payoffs and compromises should be reported to your SBA field office contact as soon as they occur so the loans can be removed from the sale, and the necessary documents can be returned to you.

Do not send SBA’s loan file for a lender-serviced loan.  SBA is not required to provide the purchaser(s) with the SBA’s copy of the servicing and collateral files.   However, the files may be needed during the representations and warranty process, which will be completed approximately twelve (12) months after the Closing Date.  Once access to the files is no longer required, the SBA COTR for the sale will notify the servicing offices so they can store the files in accordance with SBA’s record retention policy.  

If original documents are required by the loan servicer (either the SBA, a lender, or ACS) for unanticipated events, such as a loan payoff, the required documents can be returned to the servicer within five (5) business days. If the loan servicer needs a document that was not copied (and has not been imaged yet), the SBA will provide a facsimile or copy within 48 hours.  In both instances, please email your request to the due diligence contact, TBD.

REAL ESTATE APPRAISALS-SBA SERVICED:

SBA SOP 50 51 2, Chapter 16, requires an appraisal of real property to be obtained for loans in liquidation prior to liquidating the property, if the property has significant value.  To facilitate the marketing and sale of the business and disaster assistance loans, current appraisals (dated December 2000 or more current) are required for loans secured by real property based on the following parameters:

· No appraisals are needed on current or deferred loans. 

· No new appraisals are needed on loans with appraisals less than one (1) year old. 

· Loans with a gross outstanding balance of $249,999 or less require a current Broker’s Opinion of Value (BOV) containing the following information: color photographs (neighborhood, site exteriors, and comparable properties), general neighborhood data, property description and construction, unit mix, tenant data, comparable information, physical condition, and any visible environmental problems. 

· Loans with a gross outstanding balance between $250,000 and $499,999 require, at a minimum, a current drive-by appraisal. 

· Loans with a gross outstanding balance of $500,000 or greater, require a current appraisal on real property. 

· No new appraisals are necessary for personal property on loans secured solely by personal property. 

The appraisals should be shipped to the Due Diligence Facility with the loan file, and the SBA Loan Number should be placed prominently on the face of each appraisal.  

· If an appraisal cannot be ordered and received by the shipment date for the loan file, do not order the appraisal.  The due diligence contractor will order it.

· If the appraisal has been ordered, but not yet received, send the file on the scheduled shipping date.  However, please include a conspicuous flyer in the file that states the appraisal has been ordered. 
REAL ESTATE APPRAISALS-LENDER SERVICED: 

SBA SOP 50 51 2, Chapter 16, requires that an appraisal of real property be obtained for loans in liquidation when it appears that the property has significant value and will be liquidated.   In order to facilitate the marketing and sale of the business loans, current appraisals (dated December 2000 or more current) must be obtained on loans with an unpaid principal balance of  $500,000 or more. 
LENDER CONSENTS-GENERAL:

The three groups of 7(a) and lender participated CDC loans in Sale #5 that require lender consents are:

· Loans that were rejected from previous sales, but may now be available for Sale #5, such as loans subject to an IG investigation or an audit that has been completed in the interim; or loans with administrative problems (missing files that have been found or recreated, duplicate loan numbers that have been reconciled, etc.)

· Loans that the SBA purchased since the loan list for Sale #4 was created.

· Loans for which the lender’s consent was requested by the field offices, but the lender has not responded.

As noted above, this sale will include both SBA and lender-serviced, purchased guaranty loans and a limited number of other participated loans.  Prior to selling these loans, the Agency must obtain the consent of the appropriate lenders.  Separate lender consent agreement forms will be used; one for SBA serviced loans and the other for lender serviced loans.  If a lender has both SBA and lender serviced loans in the sale, they must sign both types of consent forms.  Please note that the consent agreements must be signed, witnessed, and notarized by both the lender and SBA.  Questions from lenders regarding this agreement should be referred to Bill Gery at (202) 401-2803 or Yolanda Swift at (202) 205-6918.

Immediate Participation Development Company loans require a specific lender consent form, which is not provided with this notice.  To obtain this consent form, please contact Bill Gery or Yolanda Swift. 

The following identifies which SBA office is responsible for obtaining the lender’s consent:

1. 
The district office that received credit for the loan approval is responsible for sending the lender consent letter, regardless of which Processing Center approved the loan or which Center is currently servicing the loan.

2. If a loan was approved at a Processing Center, and is currently serviced at a district office, that district office must send the consent form.

3.
If a 7(a) or CDC loan was approved at a district office, but is now being serviced at a service center, the originating district office is responsible for sending the Lender Consent forms.

4. If a district office currently services a 7(a) or CDC loan, that district office is responsible for sending the Lender Consent forms.

SBA has appointed Lender Liaisons for twenty-one of SBA’s largest lenders. The list of these lenders and the SBA liaison is attached as Exhibit K.  The field offices must coordinate with the respective Lender Liaisons regarding obtaining consent from these lenders. 

The Transaction Financial Advisor (TFA) will manage the lender consent task and will be responsible for coordinating and maintaining a database that tracks receipt of the consent forms from the lenders.  A TFA representative will contact the field asset sales coordinators to coordinate obtaining consent.  The field should fax a copy of signed consent to the Asset Sales Division at (202) 205-7519.  The original should be mailed to the SBA, Asset Sales Division, 409 3rd Street, SW, Mail Stop 7024, Washington, DC 20416, Attention: Meg Hawley.  The consents will then be: 1) properly logged, 2) executed by the SBA, 3) copied and provided to the TFA, and 4) a copy returned to the lender.

LENDER CONSENTS–SBA SERVICED:

The field offices should contact each lender whose SBA-serviced loans have been selected for this initiative, and who did not receive a lender consent form as part of the Sale #4 consent request process.  If it is necessary to request the lender’s consent, please send the following forms:

· SBA-serviced lender consent letter (Exhibit D);

· SBA-Serviced Lender Consent Agreement (Attachment IA);

· Schedule of Assets (Attachment IIA); and,

· Lender Consent Questions & Answers  (Attachment III).

If the lender was contacted recently as part of the Sale #4 consent request process, do not send another consent form.  The content of the lender letter, SBA-Serviced Consent Agreement and Lender Consent Q&A has been slightly modified.  All of these exhibits can be downloaded from the website.

LENDER CONSENTS–LENDER SERVICED:

The field offices should contact each lender whose lender-serviced loans have been selected for this initiative, and who did not receive a lender consent form as part of the Sale #4 consent request process.  If it is necessary to request the lender’s consent, please send the following forms:

· Lender-serviced lender consent letter (Exhibit E);

· Authorization and Consent to the Sale of Loans-Lender-Serviced Loans, SBA Form 2144 (Attachment IB); 

· Schedule of Assets (Attachment IIB); 

· Lender Consent Questions & Answers   (Attachment III);
· Lender Questionnaire: Sale of Lender-Serviced, SBA Purchased 7(a) Loans (Attachment IV);

· Borrower Notice & Borrower FAQ- Lender Serviced Loans (Attachment V); 

· Loan File Inventory Packaging Sheet (Attachment VI); and,

· Lender File Checklist for Related Loans (Attachment VII).

If the lender was contacted as part of the Sale #4 consent request process, it is not necessary to send another consent form unless:

(1) Sale #5 contains 7(a) and/or Development Company loans for which the SBA has purchased the guaranty since the Sale #4 loan list was established. 

(2) The lender stated that they would not participate in Sale #4, but would consider participating in subsequent SBA asset sales. 

The contents of the lender letter (Exhibit E), SBA-Serviced and Lender-Serviced Consent Agreements (Attachments IA and IB), and other exhibits may not be modified.  All of these exhibits can be downloaded from the Asset Sales website.

After a signed lender-serviced consent form is received, the due diligence contractor will provide a list of the loans for which lender consent has been obtained to the appropriate field office contact, using the Lender Serviced Loan Consent Notification Spreadsheet (Attachment VIIIA).  If the servicing office is a “servicing center ”, the e-mail will be sent to the field office contact that was the “originating office”.  The field office contacts must send the letter and attachments described in the Lender Serviced Loan Consent Notification Procedures (Attachment VIIIB) to each lender.

BORROWER NOTICE-GENERAL:

The Notice to the borrower and Borrower’s Frequently Asked Questions must be prepared and sent to all 7(a), CDC and direct loan borrowers (both SBA-serviced and lender-serviced), as well as home and business disaster assistance loan borrowers. Borrower Notices will not be sent on loans requiring lender consent until the lender’s consent has been received.  As further described below, there are three forms of Borrower Notice depending on the loan type and servicer:

· SBA-serviced disaster assistance home loans;

· SBA-serviced business loans (including disaster assistance business loans)

· Lender-serviced business loans.   

For all loans that do not require lender consent and are initially selected for sale and posted on SBA’s intranet site (the “Initial Loan List”), the SBA COTR will contract for borrower letters to be prepared and sent by a third party contractor.    Borrower notification letters for all loans added subsequently will be the responsibility of the appropriate field office.
Unless otherwise agreed to by the SBA COTR, for all loans requiring lender consent and all loans that are subsequently added to the Initial Loan List, the following identifies the SBA office responsible for preparing and sending all other borrower notice:

1.
Current Servicing District Office:   All disaster, PLP, SBAExpress, LowDoc, 7(a) or CDC loans (both SBA-serviced and lender-serviced) that are currently being serviced by that office no matter where the loan was originated.

2. Service Center:  All disaster, PLP, SBA Express or low doc loans that were approved at a regional processing center, but are now being serviced by that service center.

3. Originating District Office:  All 7(a) or CDC loans that were approved at a district office, but are now being serviced at a service center.

If a Spanish versions of the Borrower Notices or Borrower Frequently Asked Questions are required, please contact assetsales@sba.gov.


BORROWER NOTICE-SBA SERVICED:
The Borrower Notice (Exhibit F) should be sent to each borrower of an SBA-serviced 7(a) purchased guaranty loan in Sale #5 once consent to sell the loan is received from the lender. Exhibit F should be prepared by the appropriate field offices, and sent to disaster business borrowers for all loans that are subsequently added to the Initial Loan List. A different Borrower Notice (Exhibit G) should be prepared and sent by the appropriate field offices to each disaster home borrower, for all loans that are subsequently added to the Initial Loan List. The notice to the disaster assistance loan borrowers should be sent within 60 days of the date of this notice.   The Borrower Frequently Asked Questions (Exhibit H) should be included with all Borrower Notices.  A copy of the Notices and the Borrower FAQ’s may be downloaded from the asset sales website.  The content of these exhibits should not be changed without the permission of the SBA COTR. 

BORROWER NOTICE-LENDER SERVICED:
A different Borrower's Notice and the Borrower FAQ’s (Attachment V) must also be prepared and sent to each borrower of a Lender-serviced 7(a) purchased guaranty loan and participated Development Company loan in the sale once consent to sell the loan is received from the lender.  The due diligence contractor will notify the district office when the lender’s consent is received.  A copy of Attachment V may be downloaded from the asset sales website.  The content of this attachment should not be changed.

LOAN BALANCE RECONCILIATIONS-LENDER SERVICED:

For lender-serviced loans, the Denver Finance Center is responsible for reconciling any material differences of the outstanding balance between the SBA’s accounting system and the lender’s records.  In instances in which there are discrepancies identified between the unpaid principal balances reflected on the books of the SBA and the lender-servicer, the field office is responsible for coordinating with the lenders to obtain the information necessary to perform the reconciliation.  The field office is also responsible for processing any Form 327 actions required to adjust the SBA’s unpaid principal balance as a result of the reconciliation.

ONGOING SBA FIELD OFFICE ROLES AND RESPONSIBILITIES:

In addition to requesting the lender’s consent to sell the guaranteed 7(a) loans, field office staff will be responsible for coordinating all sale processes with the lenders throughout the sale.  This will help reduce due diligence costs, which is critical.  

An e-mail address, lenderquestions@sba.gov, is dedicated to lender questions.  In addition, periodic notices will be prepared to keep lenders informed about key issues and to provide key dates concerning the sale.  The notices will be distributed by the field asset coordinators by e-mail, and posted on the SBA’s public website.  Some lenders will also want to talk directly with SBA staff regarding various issues, and each lender letter (Exhibits D and F) should provide lenders with a SBA field contact name, phone number, and e-mail address.

In addition to general communications with lenders, field offices:

· Communicate and coordinate with the lenders to ensure the lenders’ loan files are shipped to the Due Diligence Facility in a timely and coordinated manner; and that an updated, certified Transcript of Account is prepared. (See Attachment III, Lender Consent Questions & Answers Question #5.1, for more details on the Transcript of Account). The certified Transcript of Account, and CPC invoices that have not been reimbursed by the borrower, must be included in each loan file.

· Ensure lenders submit expenses that have not been reimbursed by the SBA for payment as soon as possible, and continue to submit them to the SBA as incurred until the Closing Date.

· Distribute periodic notices to lenders.

· Follow up with lenders to ensure that original trailing documents are sent to the Due Diligence Facility in a timely manner, and that all payments are reported promptly to the Denver Finance Center.

· Coordinate post-closing activities to see that lenders are informed of servicing transfer dates, where borrowers are to be referred, where to send any final documents, etc.,

· Send trailing documents for SBA serviced loans.

· Coordinate with the lenders to obtain the information necessary to perform any required balance reconciliations.

· Promptly process any Form 327 actions required to adjust outstanding loan balances, as required, after balance reconciliation is completed by Denver Finance.

· Research the interest rate, maturity date and/or payment amount of loans for which there appears to be a discrepancy between the SBA database and the due diligence file review. Process new 327 actions, as required, to correct any inaccuracies in SBA’s database confirmed by your research.     

The SBA requires that a certified Transcript of Account from the date of purchase by SBA to the present time, be prepared and included in each of the lender’s loan files. A payment history that is produced by the lender’s loan servicing system, certified as of the present time can be provided in lieu of the Transcript of Account.  At a minimum, the payment history should include: the latest unpaid principal balance, the “as of date” and the interest paid through date. For a more detailed description of these procedures please refer to the Lender Consent Questions & Answers, Question #5.1. (Attachment III).

BORROWER NEGOTIATIONS AND COMPROMISES:
Servicing cut-off dates will be established.  They will be the last date on which the servicing actions may be executed.  These actions must be in writing.  The following shows the approximate time after which specific servicing actions for loans in the Sale will not be allowed:

Date



Action

3 months before bid date
Modification of the Terms of the Note

1 month before bid date

Collateral Releases/ Subordinations

1 month before bid date

Deferments 

1 month before bid date

Borrower Negotiations/Compromises, Third Party Sales and/or similar 

situations that extinguish the debt to the SBA.

There is no change in the manner in which loans with ongoing litigation will be handled during the sale. However, written consent from Bill Gery, Diane Jansson or Yolanda Swift is required to initiate litigation.

The trailing documents evidencing the servicing actions noted above and e-mail summarizing the result of the servicing action must be received by the due diligence contractor (DDC) by the cut-off date.  Please e-mail the SBA loan number, borrower name, and date the transaction was recorded to the DDC.  The e-mail address of the due diligence contact will be provided once the DDC has been determined.

OTHER TASKS:

For any loans secured by commercial real estate, please complete the Pre-Asset Sales Environmental Questionnaire, SBA Form 2123 (Exhibit I).  Pre-Asset Sales Environmental Questionnaires are not necessary for loans secured by residential real estate or unsecured loans.  Please retain the original copy of the completed SBA Form 2123, Pre-Asset Sales Environmental Questionnaire, in the loan files. 

Finally, as an optional task, for SBA-serviced loans, complete the Loan File Summary (LFS), SBA Form 2124.  It is not necessary to complete this summary for every loan in your portfolio.  It should be prepared for loans that will be included in Sale #5, and that have had significant changes to collateral, guarantors, or borrowers.  The SBA Form 2124 is enclosed as Exhibit J, and is also available on the website.  This exhibit will provide the investors with a one-page synopsis of loan status and relevant history. 

The following is the timetable to complete the foregoing tasks:

Task
Due Date

Review Asset Lists and identify rejected loans
4 weeks from date of Procedural Notice

Ship Credit Reform Sample
In accordance with the shipping schedule*

Begin Shipping Non-Credit Reform Loans
In accordance with the shipping schedule*

Send Borrower Notices-SBA-serviced 
6 weeks from date of Procedural Notice

Send Borrower Notices-Lender-serviced
1 week from date of Lender’s consent

Send Lender Letters & Consent Agreements
4 weeks from date of Procedural Notice

Review of Asset Lists by District Counsel 
2 weeks from date of Procedural Notice

Review of Asset Lists by Inspector General 
2 weeks from date of Procedural Notice

Order Appraisals-Direct loans
3 weeks from date of Procedural Notice

Order Appraisals-7(a) SBA-serviced
1 week after consent from Lender received

Prepare LFS and EQ
Ship with loan files

Send Appraisals and drive-by appraisals 
As received, no later than 90 days from date of Procedural Notice

Coordinate with Lenders
On-going 

* It is anticipated that the first shipment date for Sale #5 loans will be mid May 2001.
Thank you for your help. If you have any questions, please contact Melinda Williamson, Field Operations at (202) 205-6598 or Margaret Hawley at (202) 401-8234.

__________________________ 
___________________________

Judith A. Roussel
 Jeanne M. Sclater

Acting Associate Administrator 
Acting Associate Deputy Administrator

for Field Operations 
for Capital Access

Expires: 5-01-2002
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