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SUBJECT:
Changes to Advancing Due Dates on SBA Serviced Loans
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3-29-2001

Effective April 1, 2001, SBA will make several modifications to the loan accounting system with regard to advancing the next payment due date when the Agency processes payments on SBA-serviced loans classified in “regular servicing.”  The advancement of the next due date on a loan will now be limited to one installment period into the future.

At present, the system can advance the next due date on a borrower’s loan multiple periods into the future.  If the loan is current and a payment equal to the amount due is received, the due date is advanced one period into the future.  If the amount received is greater than the amount due, the system advances the due date more than one period into the future.  As a result, the Denver Finance Center routinely receives requests to adjust due dates.  If adjustments are not processed,  advanced due dates may cause borrowers to stop making monthly payments because they think no payments are due.

The system will be modified as follows:

The due date on loans that are current (up to 30 days late), will not advance more than one period.  The entire payment received will continue to be applied first to interest accrued and the balance to principal reduction.

The due date on loans that are past due (more than 30 days late) will be advanced more than one period.  This will allow borrowers to catch up on past due installments.  The due date can be advanced no more than one period into the future.

On loans that already reflect a next due date more than one period into the future, loan installments made will not change the due date until the reported due date equals the processing period.  For example, a loan has a next due date of June 1 and calls for monthly payments, the next due date will not be advanced to July 1 until the June 1 payment is made.

The changes will result in the following:

There will be a reduction of requests from servicing offices for the Denver Finance Center to adjust due dates after they have been advanced into the future.

By limiting the advance to the next due date to only one installment, borrowers will continue to make payments in accordance with the note terms.

SBA will service loans in accordance with the terms and conditions of the note.  SBA notes require regular, periodic payments (i.e. monthly, quarterly).  There are no provisions in the notes for advancing due dates and then suspending payments during the period until the next payment is due.  The initial deferral of payments on new disaster loans is a separate issue and will remain unchanged.

SBA’s servicing standards and due date rules will be consistent with industry standards.  With SBA’s ongoing program of asset sales, this change will have a positive impact on loan pricing.

If you have any questions, please contact the Denver Finance Center, OFO Help Desk.

__________________________

Jane Palsgrove Butler

Associate Administrator

    for Financial Assistance

Expires: 3-01-2002 
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