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SBA Procedural Notice

G
11/5/96

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


CONTROL NO.:
5000-815

SUBJECT:
How to Report and Remit Prepayment Penalty on 7(a) Program


EFFECTIVE:
7/26/2002

This notice supplements SBA Procedural Notice 5000-703 (December 29, 2000), which provides information on legislative changes to the Sections 7(a) and 504 loan programs.  This notice provides instructions as to how to report and remit a prepayment penalty (“subsidy recoupment fee”).

Here is the relevant excerpt from SBA Procedural Notice 5000-703:

The following change is effective for all loans where the applications were received by the lender on or after December 22, 2000:

1.  A new prepayment charge paid by the borrower to SBA (“subsidy recoupment fee”) has been added for those loans that meet the following criteria:

a. have a maturity of 15 years or more where the borrower is prepaying voluntarily; 
b. the prepayment amount exceeds 25 percent of the outstanding balance of the loan; AND
c. the prepayment is made within the first 3 years after the date of the first disbursement (not approval) of the loan proceeds.  
2.  The prepayment fee calculation is as follows:

a. during the first year after disbursement, 5 percent of the amount of the prepayment;

b. during the second year after disbursement, 3 percent of the amount of the prepayment; or

c. during the third year after disbursement, 1 percent of the amount of the prepayment.

Lenders are instructed to report and remit all prepayments along with prepayment penalties within two (2) business days to Colson Services Corporation’s Section 7(a) Loan Payoff Department.  Regardless of the secondary market status of the loans, lenders are to report the prepayment and the prepayment penalty on SBA Form 1502.  Please indicate below the “SBA GP Number” that the subject 1502 remittance is for prepayment and prepayment penalty.  Prepayment penalty amount should be reported on the “Remittance Penalty” section of the 1502.   The “prepayment amount” does not include accrued interest.  It refers only to the principal amount being prepaid.
1502 Reporting for Prepayment and Prepayment Penalty

Fax Number:

1-718-242-8302
E-mail: 


1502@colsonservices.com
Address:


4 Chase Metrotech Center

3rd Floor

Brooklyn, New York  11245
Telephone Number:
1-877-245-6159



All prepayments are subject to the prepayment penalty unless determined to be involuntary.  Questions regarding whether a particular prepayment is considered voluntary or involuntary will be resolved by Central Office staff on a case by case basis.  If a determination is necessary, lenders must forward a written request for review to the appropriate SBA District Office or Servicing Center.  The District Office and Servicing Center have the authority to determine that a prepayment is voluntary and the penalty is owed.  Determinations that a prepayment is involuntary can only be made in Headquarters.  The 327 action requesting a determination of an involuntary prepayment must be sent to Office of Loan Programs, Section 7(a) Branch at SBA Headquarters.  

If there are questions on this notice, please contact Jihoon Kim on (202) 205-6024.












_________________________

James E. Rivera
Associate Administrator

     for Financial Assistance

Expires:  7/1/2003
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