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SBA Procedure Notice

11/5/96

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


CONTROL NO.:
5000-742

SUBJECT:
Notices to Lenders on Delinquent Guaranty Fees Notices and Automatic Cancellation of Loans when Fee Remains Unpaid
EFFECTIVE:
7-26-2001

OVERVIEW:

The Purpose of this notice is to announce the implementation of the automated SBA guaranty notice and cancellation system.  This system has been developed to support the revised policy and procedures for the collection of guaranty fees contained in Revision E of SOP 50 10.  

In accordance with the SOP, effective August 1, 2001, all 7(a) guaranty loans with an original maturity in excess of 12 months that were approved on or after December 1, 2000, are subject to automatic cancellation if the guaranty fee is not paid within 90 days of approval.  The Loan Authorization gives the lender notice of its obligation to pay the guaranty fee within 90 days of the date of the Authorization.  The Authorization also gives notice that the lender’s failure to “timely pay the guaranty fee will result in cancellation of the SBA guaranty.” 

“NOTICE OF OVERDUE GUARANTY FEE”

As a courtesy to the lender, for any loan on which the guaranty fee is not timely paid, SBA intends to provide a second notice to the lender that the fee is delinquent, the “Notice of Overdue Guaranty Fee.”  However, SBA’s failure to provide this second notice affects the lender’s obligation to pay the fee, or SBA’s rights to cancel its guaranty if the fee is not paid.  

If SBA does not receive the guaranty fee on a loan by the 90th day after loan approval, the Agency’s Denver Finance Center (DFC) will issue to the lender a “Notice of Overdue Guaranty Fee.”  This notice will be generated on or after the 91st day after loan approval and will include  the name of the lender, the name of the borrower and the SBA loan number.

The notice will also state the following:

According to Agency records, the SBA approved a (percent of guaranty %) percent guaranty on a ($ dollar amount) 7(a) loan to a business called (name of business) on (date of approval).  As of this date, the SBA has not received the required guaranty fee for the above referenced loan.  The amount received to date for this account is ($ amount).  The amount due is ($ amount).
You are reminded that by regulation, the lender must pay the guaranty fee to SBA within 90 days of the date the loan is approved by SBA.  Failure to pay this fee in the required timeframe will result in the cancellation of the SBA guaranty.

If the required fee is not received at SBA by (date), the guaranty for this loan will be cancelled and the funds will be made available for other loans.

Questions regarding these issues should be addressed to the (insert servicing office name) at (phone number). 

“CANCELLATION OF LOAN GUARANTY” – FINAL NOTICE:

If the guaranty fee remains unpaid on the 121st day after approval, DFC will send a “Cancellation of Loan Guaranty” notice to the lender.  Concurrent with this notice, the SBA guaranty of the loan will be cancelled automatically, and a notation of this action will be automatically posted to the Delinquent Loan Collection System (DLCS).

The final notice will include the name of the lender, the name of the SBA borrower, and the  SBA loan number.  It will state the following:
The guaranty which SBA provided (name of business) on (date of approval) has been cancelled.  This action was taken, because the Agency did not receive the required guaranty fee of ($ total guaranty fee) within the required timeframe;

SBA may reinstate the cancelled guaranty, subject to funding availability, if the lender submits the following to the SBA office servicing the account:

1. A written request that the guaranty be reinstated;

2. The remittance of the full guaranty fee; and

3. Certification that there has been no adverse change to the financial or operational condition of the applicant concern since the loan was originally approved. 

Questions regarding this notice should be addressed to the (Office of Record) servicing office at (office telephone number).
SERVICING OFFICE RESPONSIBILITY

Whenever a guaranty fee is not paid within 90 days of loan approval, information about the account will be reported on a new Desktop Application called GTYFEE.  This Application will identify loans with unpaid and late guaranty fees and loans that have been cancelled for non-payment of the fee.

When SBA has not received the guaranty fee within 90 days of the date of SBA approval, the following message will appear:

“The SBA office administering the loan must contact the lender by telephone to ensure that the responsible individual is aware of the pending cancellation, confirm that the guaranty fee was not received from the lender, and inquire as to lender’s intentions.”

Any office responsible for servicing any 7(a) loans must frequently check the GTYFEE site to determine if any of the loans in its portfolio are subject to automatic cancellation.  Information on the loans that have delinquent guaranty fees will be posted daily.

If the required guaranty fee is received and processed by SBA before the end of the 120th day (from date of approval), the loan will no longer be reported within the GTYFEE system.

If a lender remits payment of the guaranty fee directly to an SBA field office, that office must process the fee through the field cashiering system.  If the payment check will not have time to clear before the 121st day when the automatic cancellation will occur, the field should call the Denver Action Desk at (303) 844-2411 for assistance in preventing an automatic cancellation from occurring.  However, the field office must have the payment check in its possession before place the call to the action desk.

An annotation about the pending cancellation is automatically posted to DLCS and to PMQD26 when a loan becomes subject to automatic cancellation.  Any SBA staff that contacts a lender must report the outcome of that conversation in the DLCS.  The report should include date and time of contact, name and title of the lender official and a summary of the lender’s statements regarding the payment of the guarantee fee.

The procedures for reinstating a guaranty are further explained in Chapter 10, paragraph 3 of SOP 50-50 (pages 10-4 and 10-5).  The procedures in subparagraph “b (3)” of this SOP are to be followed when reinstating a guaranty that was cancelled for non-payment of the guaranty fee.

OBTAINING ACCESS TO THE GTYFEE SYSTEM

The GTYFEE application is similar to “RISKLender,” which is an ELIPS application presently in use providing information from the Agency’s mainframe computer.  The Application must be set up at an individual’s workstation with password access.  The supervisory IT (Information Technology) representative from each District Office and Commercial Loan Servicing Center should  “e-mail” SBA’s IT Security to obtain access.

Information on the installation of the GTYFEE application will be sent to the supervisory IRM before July 1, 2001.  A PowerPoint presentation on the use of GTYFEE will be put online at http://yes.sba.gov/ocio/lada/.

SBA Supervisory personnel should send questions about the guaranty fee collection system to Sloan Coleman or Bin McConnell at (202) 205‑6490.

Jane Palsgrove Butler

Associate Administrator

   For Financial Assistance

Expires: 7-01-2002    
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