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SBA Information Notice

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All Employees
CONTROL NO.:
5000-694

SUBJECT:
Processing of Delinquent Penalty Fees on Late Remittance of Monthly 1502 Report and Payment.
EFFECTIVE:
10-6-00

Lenders that have sold loans in the secondary market are subject to a late fee if the 1502 and borrower payments are not received at Colson by the due date.  This late fee is owed to SBA and is deposited in the fund that pays losses on the Section 7(a) program.  THIS FEE ONLY APPLIES TO LOANS SOLD IN THE SECONDARY MARKET—IT DOES NOT APPLY TO THE 50 BASIS POINT ONGOING FEE COLLECTED ON LOANS THAT HAVE NOT BEEN SOLD IN THE SECONDARY MARKET.  In an effort to streamline the collection of these penalty fees, SBA and Colson Services Corp., (FTA) will implement a new collection method.  The new collection method will be implemented in two phases.  The first phase will address the aged late penalty fees and second phase will be focused on establishing a procedure to process these late penalty fees on a monthly basis. 

A lender is subject to a late penalty fee when the current payment (the money for a loan with a Paid-to-Date in the prior month) for the loan in which the guaranteed portion was sold on the secondary market along with the matching 1502 reporting arrives at the FTA after 5:00 PM Eastern Time on the second business day after the Due Date.  

If the lender’s late loan payment submission was caused by the Borrower being either early or late, the Lender will have the means to certify to FTA, on a loan by loan basis, that the Borrower was early or late.  Lenders’ submission of borrowers’ early and late payments are not subject to late penalty fees.  For further information, please refer to the SBA Form 1086, Secondary Market Participation Agreement (http://www.sba.gov/sbaforms/sba1086.pdf).

Phase I: 


· As part of the first phase, FTA has identified the aged delinquent late penalty fees and issued invoices with demand letters which gives lenders 30 days to pay the delinquent late penalty fees.  

· Upon the end of the 30 day-period, FTA will evaluate the delinquent late penalty fees and will issue second demand letters without the invoices to those lenders that did not pay.  The second demand letter will again give 30 days for lenders to pay the delinquent late penalty fees.  The second demand letter will reference SBA Form 1086, Section II.6.c, “FTA and SBA reserve the right to withhold these penalty fees from settlement or any payment made by SBA or FTA to lender.”  


· FTA will provide to SBA the updated list of delinquent lenders after the second 30-day period.  SBA will send third and final demand letters that will advise lenders that if the late penalty fees are not paid in full within 30 days, lender’s next settlement will be offset to satisfy the delinquent penalty fees without further notice.

· FTA will provide the updated list of delinquent lenders and invoices.  SBA will authorize FTA to offset the future settlement.

Phase II:

· Starting with the cutoff month from Phase I, FTA will identify and send invoices with demand letters in the same month of the due report.  The letters will require that late fees be sent with the lenders’ next 1502 report and payment remittance.

· FTA will update the list of delinquent late fees and send second demand letters 30 days subsequent to the date of the first letter.  The second demand letter will reference SBA Form 1086, Section II.6.c, “FTA and SBA reserve the right to withhold these penalty fees from settlement or any payment made by SBA or FTA to lender.”  Lender will be given 30 days to pay the late fees.

· FTA will provide to SBA the updated list of delinquent lenders after the 30-day period.  SBA will send third and final demand letter that will advise lenders that if the late penalty fees are not paid in full within 30 days, lender’s next settlement will be offset to satisfy the delinquent penalty fees without further notice.

· FTA will provide the updated list of delinquent lenders and invoices.  SBA will authorize FTA to offset the future settlement.

· This process will repeat monthly.

All lender inquiries regarding late penalty fees, including a request for waiving of late penalty fees, must be referred to Mr. Larry Packer (packerl@colsonservices.com), of Colson Services Corp., at 212-266-7958.  Subsequent to referral to FTA, requests for waiving of late penalty fees will be addressed by Office of Financial Assistance on case by case basis.

Questions regarding this notice should be directed to Jihoon Kim of my staff at 202-205-6024 or e-mail them to jihoon.kim@sba.gov.

________________________________

Jane Palsgrove Butler

Associate Administrator 

   for Financial Assistance

Expires: 01-01-01
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