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The Central Servicing Agent (CSA) User Manual is created and maintained by the Fiscal Agent designated
by SBA under contract. The manual is designed to assist Certified Development Company (CDC) staff and
U.S. Small Business Administration (SBA) staff with information that relates to the involvement and
responsibilities of the Central Servicing Agent (CSA) for the 504 loan program.

The manual is not intended to be a complete instruction manual on how to close and service loans under
the 504 loan program. For additional guidance regarding closing and servicing procedures, users should
reference the applicable SOP's, as well as industry training materials provided by Development Company
Finance (Eagle Compliance, LLC) and the National Association of Development Companies (NADCO).

Information in this manual will be updated on a periodic basis. For the most recent updates to the Code of
Federal Regulations and SBA's Standard Operating Procedures, the following link can be used to access
SBA's website.

SBA's website

Questions, comments, and suggestions regarding the information contained in this manual may be directed
to Eagle Compliance, LLC.

For information regarding Eagle Compliance, LLC, please click the link below.

About Eagle Compliance, LLC

Acronyms/Definitions as used in this manual:

1. CSA-Central Servicing Agent

2. CDC - Certified Development Company
3. SBA-U.S. Small Business Administration
4

. Designated Closing Counsel - an Attorney hired by a CDC to close 504 loans, who has been
approved by SBA to perform closings

5. Eagle Compliance, LLC - current Fiscal Agent under contract with SBA
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10.
. SBACLSC - SBA Commercial Loan Servicing Center (includes Fresno and Little Rock)
12.

13.

NADCO - National Association of Development Companies
COTR - Contracting Officer Technical Representative

SOP - Standard Operating Procedure

CFR - Code of Federal Regulations

SLPC - Sacramento Loan Processing Center

ALP CDC - a CDC with delegated authority under the Accredited Lender Program (as defined by
SBA)

PCLP CDC -a CDC with delegated authority under the Premier Certified Lender Program (as
defined by SBA)



2.1 Central Servicing Agent (CSA)

The Central Servicing Agent (CSA) is appointed by SBA (through an awarded contract, as outlined in 13
CFR § 120.954) to serve as an agent for CDCs participating in the 504 loan program. The CSA performs
payment collection, escrow, and paying agent functions for 504 loans, debentures, and pools.

Responsibilities of the CSA include:
1. Maintaining fund accounts for flow of funds;
2. Loan and debenture payment processing;

3. Collection and disbursement of fees, payments, and prepayments on loans and
debentures;

Review and processing of sale (funding) documents;
Computation of the note rate and the loan amortization schedule;

Maintenance and operation of the SBA's mainframe-based computer systems to
properly account for and report all transactions. All software and technical data is the
property of SBA, including new software and upgrades;

Providing customer service to CDCs and SBA on a timely basis;
Generating reports available to CDCs and SBA via CDC Online;

. Communicating regularly with SBA, Eagle Compliance, LLC, NADCO, and the
Trustee;

10. Attending NADCO and SBA events;

11. Coordinating with the SBA to update and maintain the CDC Management Database
(LAMP system); and

12. Tax reporting.

13. Calculating catch-up plans for borrower deferments.

2.2 Fiscal Agent

The Fiscal Agent is contracted to provide technical and management expertise on behalf of SBA in
activities related to the SBA 504 program. Per 13 CFR § 120.952, specifically, the Fiscal Agent is
appointed to "assess the financial markets, minimize the cost of sales, arrange for the production of the
Offering Circular, Debenture Certificates, and other required documents, and monitor the performance of
the Trustee and the underwriters." Duties include:

1. Inadvance of each sale's Announcement Date, inform Treasury and SBA of market
changes and funding estimates after receiving monthly loan data from the CSA;

2. Onthe Pricing Date, obtaining Treasury and SBA approval for the sale of the
debentures and the offering of the certificates;
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Participating in the settlement of each sale of the debentures, Debenture
Guarantees,and Certificates (the closing certifications and cross-receipts that must
be executed and distributed to Treasury, SBA, the CSA, and lead Underwriter);

Comparative evaluation of each month's sale that is reported in a monthly pricing
memo to the COTR on Pricing Date;

Monthly reporting on the constant prepayment rate and the constant default rate to
SBA;

Semi-annual reporting to SBA of an Issuance Summary for the program;
Representation at 504 program-related meetings at the request of SBA;
Presentations to investors;

Offering assistance to SBA for selection and monitoring of the performance of the
trustee;

Participation in monthly conference call between Trustee and SBA;
Participation in bi-monthly conference call between Trustee and CSA; and

Annual update of the CSA manual in cooperation with SBA, CSA, and NADCO User
Committee.

2.3 Selling Agent

The contractor appointed as the Fiscal Agent also serves as the Selling Agent. Per 13 CFR § 120.951, the
Selling Agent is appointed by the CDCs, with SBA approval, to "select underwriters, negotiate the terms
and conditions of Debenture offerings with the underwriters, and direct and coordinate Debenture sales."

Responsibilities include:

1.

Handling CDC and bank inquiries on the funding process and other market-related
issues;

2. Attending the CDC annual meeting;

Distribution, after SBA approval of the annual debenture funding schedule to the
industry;

Production of a weekly commentary that is posted on www.eaglecompliance504.com
under the heading of Resources and Information;

Selection and monitoring of the underwriters' performance and an accounting firm to
provide a comfort letter for the Offering Circular; validation of the amortization
schedules and weighted average life of the Certificates;

Evaluation of the merits of outside firms seeking to participate in the funding process;

Coordination of the sale, funding process, and closing, to assure funding of each
month's loans;

Negotiation of the debenture interest rate, which determines the borrower's note rate;
and

Monitoring the financial markets for changes affecting interest rates and securitization
trends



10. The Fiscal and Selling Agent engages a Program Advisor, whose responsiility is to
perform project planning in coordination with the fiscal and selling agent's staff.

2.4 Trustee

The Trustee is appointed by SBA, as per 13 CFR § 120.953, to provide custodial, issuing, and trust ser-
vices on behalf of the SBA. The trustee serves as issuing agent, document custodian, calculation agent,
paying agent, and information agent. Responsibilities include:

1. Entering monthly funding information into a mainframe system;

Providing prepayment, acceleration, and amortization schedules to the CSA;
Generating program reports as required by SBA;

Mailing the debentures to the CDCs;

Retaining the original debentures and certificates;

Paying the semi-annual interest and principal to debenture holders; and

N o g b DN

Meeting with the CSA and the Fiscal Agent as needed.
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Contact information for the parties involved in the 504 closing, funding, and servicing process is referenced
below.

CSA Contact Information

Contact
CSA Contractor Wells Fargo, Corporate Trust Services
Mailing Address Attn: 504 Central Servicing Agent, 9062 Old Annapolis Road, Columbia, MD

21045-1951
Overnight Delivery Lockbox Services 6441, 1801 Parkview Drive, 1st Floor, Shoreview, MN 55126
Mailed Checks (Lock- NW 6441, P.O. Box 1450, Minneapolis, MN 55485-6441

box)
Toll Free Phone 855-572-1637 (Option 4)
Email Servicing Inbox: sba504csa@wellsfargo.com
LAMP Inquiries: sba504lamp@wellsfargo.com
Funding Inbox: sba504csafunding@wellsfargo.com
Fax Number 866-707-2390
Website https://sba504servicing.wellsfargo.com
Fiscal Agent/Eagle Compliance Contact Information
Contact
Fiscal Agent Eagle Compliance, LLC
Mailing Address 1725 DeSales Street NW, Suite 504, Washington, D.C. 20036
Telephone Number 202-349-0069
Email fxk@eaglecompliance504.com,
dripley@dcfllc.com
Contact Rates, Pricing, Issuance: Frank Keane 980-299-0193
General Inquiries: Denise Ripley 202-349-0069
Eagle Compliance Website www.eaglecompliance504.com
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Table 3.3 SBA Contact Information

Fresno Servicing Center SBA Fresno Servicing Center

Little Rock Servicing Center SBA Little Rock Servicing Center
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1. Revision History*
Section Revision Description Date

N/A Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual
2. Responsibilities
A. CDC:

1. Comprehensive responsibilities of the CDC for closing the 504 loan and debenture
can be found in SOP 50 10 (5) H, Subpart C, Chapter 6. The CDC is responsible for
working within the requirements of the respective District Counsel in delivering the
closing files to the SBA for review prior to funding.

2. Responsibilities that relate to CDCs' communication with the CSA include the
following:

a. After SBA sends the CDC notice of which debentures SBA has approved for
sale, the CDC must send to the CSA by overnight delivery the following
debenture closing documents for each debenture to be sold:

1. Servicing Agent Agreement (SBA Form 1506) (original);

2. Development Company 504 Debenture (SBA Form 1504) (original);
3. Note (CDC/504 Loans) (SBA Form 1505) (copy);
4

. Authorization Agreement for Preauthorized Payment (Debit), fully
completed and signed (a voided check is preferred but not required)
(original or copy);

5. Request for Taxpayer ID Number and Certification (IRS Form W-9)
(copy);

6. Third Party Lender participation fee check (if not being deducted from
the CDC processing fee) (original); and

7. Copy of the email from the SBA district counsel approving the loan for
inclusion in the current debenture sale.
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B. SBA District Counsel:

1.
2.

C. CSA:

Reviews closing package received from the CDC; and

Provides notice via e-mail to the CSA and the CDC upon approval of the closing
package, authorizing the funding of the 504 loan for the upcoming debenture sale.

Reviews debenture closing documents, package, and price debenture for sale, and
conduct debenture sale. The CSA notifies the CDC of any changes that need to be
made or additional information to be provided before the debenture sale can occur.

The CSA generates conformed copies of the Note and Servicing Agent Agreement to
include the note rate and payment amounts.

3. The CSA executes the Servicing Agent Agreement.

4. The CSA will provide the following documents on CDC Online for download by the

CDC:
a. The conformed copy of the Note,
b. The Note amortization schedule, and
c. The funding statements.

The CSA will send the debenture amortization schedule and the debenture
prepayment schedule by e-mail to the CDC upon receipt from the Trustee.

D. Trustee: The Trustee will provide copies of the Debenture and the debenture amortization
and prepayment schedules to the CDC, CSA, or SBA, as directed.

3. Process Overview:

14

A. The CDC's timing in the steps outlined below should be based on deadlines established by
SBA , the CSA, and Eagle Compliance, LLC. The current funding schedule can be obtained
here: Funding Schedule

B. The CDC and/or Designated Closing Counsel closes the 504 loan in time to meet a specific
debenture funding date. At the time of closing, the project must be complete (except funds
put into a construction escrow account to complete a minor portion of the project as specified
in SOP 50-10), and any final changes to the Authorization for Debenture Guarantee must be
approved by SLPC. The most recently issued version of SOP 50-10 governs the closing
requirements.

C. The CDC and/or Designated Closing Counsel sends its closing package to the SBA District
Counsel. All documentation required to satisfy the terms of the Authorization must be in
place. Each SBA District Counsels sets deadlines for submission of Regular and Expedited
Closing Packages. If the SBA District Counsel has not set a deadline, then the deadline for
submission to SBA District Counsel is 29 days prior to debenture funding.

D. The SBA District Counsel reviews the closing package and notifies the CSA and CDC via e-
mail that the 504 loan is approved for debenture funding.

E. The CDC and/or Designated Closing Counsel forwards the documents identified in Section 2
A. (2) (a), along with a copy of the District Counsel's clearance email to the CSA prior to the
cut-off date specified in the annual funding calendar issued by DCF.

F. Upon receipt, the CSA will review the loan package for accuracy and completeness.


https://www.eaglecompliance504.com/funding-calendar.html

G. If any information is missing or erroneous, the CSA will send an email to the designated
CDC funding contact requesting correction or additional information. The information must be
corrected and returned to the CSA prior to the date referenced in the email from the CSA.

H. Following the review of all the loans submitted by the CDC, the CSA will send an email to the
designated CDC funding contact requesting verification of the Loan Number, Debenture
Amount, Third Party Lender Principal, Amount to Withhold, Net Debenture Proceeds,
Closing Costs, and CDC Processing Fees.

I. The CDC should send an email reply to the CSA confirming the accuracy of the loans.

J. After the cut-off date, the CDC and SBA can pull a loan from the funding pool by the close of
business Monday prior to the Pricing Date.

K. Information regarding the funding process is provided in detail in the next chapter.

L. The CSA publishes and maintains a Funding Quick Reference Guide, which CDC's may use
as a supplemental tool when compiling packages. Click here to access the Funding
Quick Reference Guide

4. CSA Requirements for Documents Submitted for Closing:
A. Servicing Agent Agreement (SAA) (Form 1506)

1. Click here for a sample form with instructions for completion.

2. Common Errors:

a. Incorrect or missing Note or Debenture Dates on page 3 (The CDC must
ensure the dates match the respective documents);

b. Miscalculated Underwriter Fee (The CDC must ensure they are using the
correct calculation for the loan term: .4%-20 year, .375%-10 year);

c. Incorrect or missing wiring instructions on page 4 (The CDC should note that
the Beneficiary Loan Number is required by larger lending institutions, including
but not limited to: JP Morgan Chase, Wells Fargo, Citibank, Bank of America,
Bank of the West, Regions Bank, SunTrust, and Zions Bank);

d. Incorrect or missing amounts in the Disbursement Authorization on page 4
(The CDC must ensure the disbursement amounts total correctly and match
the Authorization);

e. Incorrect servicing or ongoing guaranty fees on page 8 (The CDC must ensure
the fee amounts match the amounts required per the fee chart published by the
fiscal agent Fee Chart);

f. Net debenture proceeds on page 2 do not match debenture proceeds on page 4
(The CDC must ensure the debenture proceeds match);

g. Mailing address does not match the project property address. (The CDC must
ensure the addresses match);

h. Loan amount on page 3 does not match the loan amount in the Disbursement
Authorization section on page 3 (sometimes page 4). (The CDC must ensure
the amounts match);

i. Date of signature on page 6 is not on or after the note date. (The CDC must
ensure the signature is not dated prior to the note date); and
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j.

Missing original signatures on page 6. (The CDC must ensure every line that
displays a name has a signature).

B. Debenture (SBA Form 1504)

1. Click here for a sample of a debenture form with instructions for completion.

2. Common Errors:

a.

b
c
d.
e
f

Debenture principal does not match the Servicing Agent Agreement (SAA);
SBA Loan number is incorrect;

Debenture date is incorrect;

Issuance Date does not match Funding Date;

Incorrect Maturity Date;

Principal amount of loan written in numbers does not match principal amount

. written in words;
g.
h.

Loan number does not match SAA and 504 Note;
Small Business Project Name does not match SAA and 504 Note; and

Missing original signatures on page 6 and on every line that displays a name.

C. Note (SBA Form 1505)
1. Click here for a sample Note form with instructions for completion.

2. Common Errors:

a.

b
c
d.
e

h.

Incorrect Note Date;

Issuance Date does not match Funding Date;
Incorrect First Payment Date;

Incorrect Maturity Date;

Principal amount of loan written in numbers does not match principal amount

written in words;

Loan number does not match Servicing Agent Agreement and 504 Note;

Incorrect or missing Borrower Name, SBA Loan Number, CDC Name,
CDC Number; and

Missing signatures on page 5.

D. Authorization Agreement for ACH Debit

1. Click here to view a blank copy of the ACH Authorization form.

2. Common Errors:

a.
b.

C.
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Missing account or routing number;
Missing original signature;

Voided check information does not match information on the form;
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d.

e.

Missing or incorrect account specification; and

Incorrect or missing CDC Number, SBA Loan Number, Borrower Name,
Statement Name.

E. IRS W-9Form
1. Click here to view a blank copy of the IRS W-9 Form.

2. Common Errors:

a.

Missing EIN or SSN Numbers (CDC's should note that if the SAA lists the
borrower name as an LLC, then the W-9 must have an EIN documented,
unless the LLC has a single member and is using the member's social security
number for tax reporting purposes. The CDC must note this exception on the
W-9. If the SAA lists the borrower name as an individual, then the W-9 must
have an SSN documented..);

Multiple W-9's submitted (CDC's should note that only one W-9 can be used
by the CSA for tax reporting);

Name on W-9 does not match the Borrower Name on the Servicing Agent
Agreement;

Incorrect or missing Federal Tax Classification; and

Missing signature or date.
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5. Closing Process Flowchart

CLOSING PROCESS OVERVIEW
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1. Revision History*

Section Revision Description Date

N/A Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual
2. Responsibilities
A. CDC

1. The CDC and/or Designated Closing Counsel is responsible for meeting all funding
deadlines for submitting and withdrawing loans from the funding pool; and

2. The CDC signs the Debenture and assigns the 504 note and other collateral to the
SBA.

B. SBA

1. SBA's District Counsel is responsible for providing the approval for the 504 loan
based on the review of the closing documentation;

SBA provides a guarantee of payment of principal and interest on the debenture; and

SBA ensures the timely distribution of principal and interest to the holders of the
participation certificates.

C. Fiscal Agent

1. The Fiscal Agent is responsible for negotiating the rate of interest in the monthly sales
of 504 debentures with the underwriters;

2. The Fiscal Agent obtains the approval for the terms and timing of the sales from
SBA and the U.S. Treasury;

3. The Fiscal Agent approves the production of the Offering Circulars and participates as
a principal, where participation certificates are exchanged for the funds that flow to the
borrower; and

4. The Fiscal Agent reports the funding results to the CDCs.
D. Underwriters

1. The underwriters purchase the debentures, aggregate the debentures into a pool and
simultaneously exchange them for participation certificates.

E. Trustee and Issuing Agent

1. The Trustee serves in afiduciary capacity for the 504 debenture program and holds
legal title to the debentures and other assets constituting the asset pool;

2. The Trustee is responsible for ensuring timely payment of the principal and interest to
the participation certificate holders;

CSA User Manual | 11/4/2016



20

3.

The Trustee is responsible for calculating and disbursing the semi-annual debenture
payments, including amortized principal and interest, any prepayment principal and
applicable prepayment premium, and any accelerated principal; and

The Trustee, as Issuing Agent, is responsible for the issuance/cancellation of the
Development Company Participation Certificates (DCPCs) and maintaining records
of registered DCPC investors.

F. Underwriter Legal Counsel and SBA General Counsel

1.

G. CSA
1.
2.

The respective legal counsels provide opinions as to the legality of the sale and the
issuance of the DCPCs.

The CSA is responsible for approval of the documents required for funding;

The CSA is responsible for providing a list of debentures to be funded and forwarding
the debentures to the Trustee; and

Following funding, the CSA is responsible for disbursing the proceeds, completing
certain documents, preparing the amortization schedules for the 504 notes, and
providing related documentation to the SBA and the CDC.



3. Process Overview

From Borrowers to Investors: The Process
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Source: Menill Lynch Research, 1996.

4. Dates in the Funding Cycle

A. 504 Debentures are sold and proceeds disbursed on the Wednesday following the second
Sunday of each month. 20-Year debentures are offered every month. 10-year debentures are
offered every other month in odd-numbered months.

B. Pricing of the debentures occurs on the Thursday of the first full week of the month, starting
with Sunday.

C. The deadlines applicable to each funding date can be accessed via Eagle Compliance, LLC's
website by selecting "Funding Calendar" under the "Funding" tab or by clicking the following
link: Access to Funding Calendar. The Eagle Compliance, LLC homepage also
features a scrolling marquee showing all funding deadlines. CDCs should make special note
of the deadline to pull a loan from the funding pool (10 days prior to the Funding Date).
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D. The funding calendar issued each year by the Fiscal Agent can be accessed by clicking the
following link: Funding Calendar

E. The table below shows general funding deadlines for each funding cycle.

Funding Deadlines
NUMBER OF DAYS PRIOR TO FUNDING EVENT
DATE
35-45 Days Prior Submission by the CDC and/or Designated

Closing Counsel to the SBA District office
(timing varies by office)

20-22 Days Prior Submission by the CDC and/or Designated
Closing Counsel to the CSA

10 Days Prior Last date for the CDC to pull a loan from
funding

9 Days Prior Announcement Date

7 Days Prior Debenture Pricing

Funding Date Net Proceeds wired

1 Day Following Balance of fees disbursed by CSA

1 Day Following Conformed copies available to CDCs via
CDC Online

5. Documents Completed and Provided through the Funding Process
A. Conformed copies of the Debenture

1. One (1) "conformed" copy of the Debenture is sent by the Trustee to the CDC
approximately 2 weeks after the funding date. The Trustee maintains the original
Debenture.

2. A sample Debenture form with instructions for completion can be found in the
following link: Click here for Sample Debenture

B. Conformed copies of the Note
1. The CSA sends one conformed copy of the 504 Note to the SBA Servicing Center.

2. The CDC may access a conformed copy via CDC Online. One copy of the conformed
note should be sent from the CDC to the borrower.

3. The SBA Commercial Loan Servicing Centers retain the original 504 Note.
C. Debenture Amortization Schedule

1. The Trustee sends one (1) "conformed" copy of the Debenture Amortization Schedule
to the CSA. The CSA will forward a copy to the CDC a few days after funding.

22
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2. The Trustee sends one (1) "conformed" copy of the Debenture Amortization Schedule
tothe CDC.

D. Debenture Prepayment Premium Schedule

1. The Trustee sends one (1) copy of the Debenture Prepayment Premium Schedule to
the SBA Servicing Center.

2. The Trustee sends three (3) copies of the Debenture Prepayment Premium schedule
to the CSA. The CSA will forward a copy to the CDC a few days after funding.

3. The Trustee sends one (1) copy of the Debenture Prepayment Premium Schedule to
the CDC. The CDC is responsible for sending a copy to the borrower.

E. Note Amortization Schedule

1. The CSA sends one (1) copy of the Note Amortization schedule to the SBA Servicing
Center.

2. The CDC may access a conformed copy via CDC Online. The CDC is responsible for
sending a copy to the borrower.

3. Key information about the note amortization schedule:

a. Interest on 504 loans is calculated based on a 30/360 day basis, paid in arrears
(interest is applied from the preceding month);

b. Monthly payments made by the borrower remain the same for five-year
periods, at which time the fees are adjusted based on the outstanding principal
balance of the Note at each subsequent 5-year anniversary date; and

c. Interest applied in the first month is accrued based on the period between the
debenture funding date and the 30th of the month. Therefore the first payment
will show a higher application to principal.

F. The CSA retains the original Servicing Agent Agreement.
6. Information about Pricing and Rates

A. The pricing of the debenture begins with a "benchmark", which is the rate on a publicly traded
security which can be used as a comparison. Most commonly the 10-Year Treasury Rate is
used as a benchmark for the 20-year 504 debenture rate. The 5-year Treasury Rate is
typically the basis of the 10-year debenture rate. This process is initiated by the Fiscal Agent
and also involves interest rate Swaps.

B. The "spread over Treasury" refers to the number of basis points over the Treasury rate at
which the debenture is priced. The spread is negotiated between the Fiscal Agent and the
Underwriters and is impacted by market factors, historical 504 loan performance in voluntary
prepayments and accelerations, and the volume of the offering.

C. The Debenture Interest Rate is the investor's rate of return on the purchase of the
Development Company Participation Certificates (DCPCs). The CDC's semi-annual
obligation on the debenture is calculated from the Debenture Interest rate. The rate is fixed
for the life of the loan. The rate is found on the completed Debenture, the Debenture
Prepayment Schedule and the Debenture Amortization Schedule.

D. The Note Rate is the rate the borrower pays on the 504 Note prior to the addition of fees. The
Note rate is calculated by the CSA and is the result of reconciling the semi-annual debenture
payments and the monthly Note payments. The Note rate is fixed for the life of the loan.
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E. The Effective Interest Rate is the rate the borrower pays when ongoing fees are included in
the monthly payment of principal and interest. The rate is calculated monthly by solving for
the interest rate required to generate the total of the interest and fees. A weighted-average is
then calculated from the monthly effective rates within each 5-year period of the note.

F. The overall effective interest rate is the weighted average of all monthly effective rates and is
provided by the CSA to the Fiscal Agent for each month's sale.

1. Fees are calculated on the outstanding principal balance of the 504 Note. The fees for
the first five (5) years are calculated on the gross debenture amount. If the borrower is
current at each 5-year anniversary date of the loan, the borrower's monthly payments
will follow the 504 Note Amortization Schedule. If the borrower is NOT current at the
5-year note anniversary date, the monthly payments for the next 5 years will be higher
than what is shown on the amortization schedule.

2. The effective interest rate will depend on the fees in place at the time the loan was
approved. Statutory fees added into the payment include:

a. CDC Fee -the minimum CDC fee is 0.625%, 0.125% of which is paid to
SBA for approvals on or after October 1, 1996. The regulatory ceiling for CDC
fees is 2%. However, fees may not exceed 1.5% in a rural area or 1% in a non-
rural area unless approved in writing by SBA.

b. SBA On-going Guarantee Fee - the guarantee fee is based on the subsidy rate
for the 504 loan program and is changed at the beginning of each fiscal year for
all loans approved in that year. The fiscal year begins October 1. The current
fee rates can be accessed on Eagle Compliance, LLC's website: Fee Rates

c. Central Servicing Agent Fee -the CSA fee is 0.1%.

G. The monthly interest rate is posted to the Eagle website, available under Rates, Stats,
Pricing as the Current Debenture Pricing. CDC's can monitor market influences by reading
the weekly commentary.

A. The current monthly and historic interest rate tables can also be found on the Eagle
Compliance, LLC page: Monthly & Historical Interest Rate Tables

B. The current and historic Fiscal Agent commentaries can be found under the
Resources and Information tab of the Eagle Compliance, LLC website: Fiscal Agent
Comments
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1. Revision History*

Section Revision Description Date

N/A Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual
2. Responsibilities

A. The CDC is responsible for identifying the fees in the Authorization for Debenture Guarantee
and disclosing the correct fees to the borrower.

B. The CSA s responsible for the collection and disbursement of fees to the appropriate parties.
C. The SBA is responsible for publishing the ongoing guaranty fee annually when applicable.

3. Fees applicable to 504 loans and administered/disbursed by the CSA. (13 CFR §s 120.971,
120.972). (Fee tables by year can be accessed via Eagle Compliance, LLC's website:Fee Rates

A. One-Time (upfront) Fees:
1. Third Party Lender Participation Fee

a. The Third Party Lender Participation Fee has been in effect for loans approved
since October 1, 1996.

b. The purpose of the Third Party Lender Participation fee is to "compensate
SBA for the senior lender’s lien advantage in a foreclosure situation."

c. The participation fee charged to the lender is one-half of one percent (0.50%) of
the senior lender's loan. The fee is not included in the Gross Debenture
calculation and is not financed in the Gross Debenture.

d. Thefeeis generally collected by the CDC and submitted to the CSA with the
funding package. The CDC may also elect to collect the fee and have the
CSA withhold the amount from the CDC Processing Fee disbursed by the
CSA upon funding.

2. 504 Funding Fee
a. The funding fee is disbursed by the CSA from the debenture proceeds.

b. The funding fee covers the cost of a public issuance of securities and the
Trustee.

c. The funding fee is one-quarter of one percent (0.25%) of the Net Debenture.
3. SBA Guaranty Fee

a. The SBA Guaranty Fee, when assessed, is disbursed by the CSA from the
debenture proceeds.

b. The SBA Guaranty Fee is one-half of one percent (0.50%) of the Net
Debenture.
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C.

The SBA upfront Guaranty Fee was waived during the enactment of the
American Recovery and Reinvestment Act of 2009 from February 17, 2009
through March 4, 2011.

4. CDC Processing Fee

a.

The CDC Processing fee is paid by the borrower to the CDC and is typically
included in the total gross debenture. The fee is disbursed to the CDC by the
CSA from the debenture proceeds (if financed as part of the gross debenture
amount). During the enactment of the American Recovery and Reform Act,
payment of the CDC Processing Fee by the borrower was waived. Loans
approved during that period (February 17, 2009-March 4, 2011) show a 0%
Processing Fee.

The fee is 1.5% of the Net Debenture.

The CDC Processing Fee may be paid upfront by the borrower and deleted
from the Gross Debenture calculation.

The borrower may pay the fee upfront and be reimbursed from the debenture
proceeds. In this case, the CDC will receive the fee from the CSA and the
CDC is responsible for reimbursing the borrower.

5. Closing Costs

a.

b.

The CDC may include reimbursable closing costs, up to $2,500, in the
debenture proceeds. Any amount charged over $2,500 must be paid out of
pocket by the borrower directly to the CDC.

The CSA will disburse the closing fees to the CDC.

6. Underwriter's Fee

a.

The Underwriter's fee is not disbursed by the CSA, but is withheld from the
debenture proceeds wired to the CSA from the sale.

Fees are disclosed in the Servicing Agent Agreement

All upfront fees referenced above and included in the debenture proceeds, along with the
Balance to Borrower, are to be disbursed by the CSA within one (1) Business Day
following receipt.

C. On-Going Loan Fees

1. General Information Regarding Ongoing Fees

a.
b.

C.

All 504 fees are governed by Federal Regulation.
Fees are disclosed in the Servicing Agent Agreement.

On-going fees are calculated on the outstanding principal balance of the Note
at the beginning of each five-year anniversary interval. The servicing fees
remain the same for the five-year intervals.

The borrower's monthly payment will follow the amortization schedule provided
the borrower is current at the five-year interval. If the borrower is delinquent at
the anniversary date, the fees will be recalculated based on the outstanding
note balance at the start of the five-year anniversary interval. As a result, the



e.

borrower will pay a higher monthly payment amount for the next 5-year interval
than shown on the amortization schedule.

For a sample amortization schedule illustrating the fees included in the monthly
payment, click here: Sample Amortization Schedule

2. Ongoing SBA Guarantee Fee

a.

f.

Effective with 504 loans approved on or after October 13, 1995, SBA charges
the borrower a fee per annum on the unpaid principal balance of the Note as
determined at five-year anniversary intervals. The fee was established to
provide a higher income stream to help offset the subsidy rate of the 504 loan
program.

The guarantee fee is factored into the total monthly payments debited from the
borrower's bank account.

The guarantee fee is listed separately on the borrower's 504 Note Amortization
Schedule.

The guarantee fee is determined at the time of 504 loan approval. The
SBA establishes the rate prior to the start of each federal fiscal year.

The Guarantee Fee is collected until the occurrence of one of the following:
1. theloanis paidin full;

2. inthe event of non-payment by the borrower, the fees will not be paid to
the SBA; or

3. inthe event of prepayment, the servicing fees are collected through the
month of the next semi-annual debenture payment following the
prepayment.

For alist of Guarantee Fee rates by year, click here Historical Fee Rates

3. CSA Servicing Fee

a.

The CSA collects a monthly servicing fee of one-tenth of one percent (0.10%)
per annum on the outstanding principal balance as determined at five-year
anniversary intervals.

Although the CSA collects one-tenth of one percent (0.10%), the amount the
CSA actually receives from SBA is determined by the contract executed
between the CSA and SBA.

The CSA servicing fee is factored into the total monthly payments debited from
the borrower's bank account.

The CSA servicing fee is listed separately on the borrower's 504 Note
Amortization Schedule.

The CSA servicing fees are collected until the occurrence of one of the
following:

1. theloanis paidin full;
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2. inthe event of prepayment, the servicing fees are collected through the
month of the next semi-annual debenture payment following the
prepayment;

3. inthe event of a debenture repurchase, if the servicing remains with the
CSA, the SBA may allow for the payment of the CSA fee;

4. inthe event of non-payment by the borrower, the fees will not be paid to
the CSA; or

5. Inthe event of a payment reject, the fees that were collected by the
CSA are required to be returned to SBA if payment has not been made
by the time of debenture repurchase.

4. CDC Servicing Fee

a. Per13 CFR §120.971, the minimum servicing fee to be charged by the CDC is
five-eighths of one percent (0.625%) per annum of the unpaid principal balance
as determined at 5-year intervals.

b. Forloans approved after September 30, 1996, the CDC servicing fee must
include a Development Company Guarantee Fee, collected by SBA, in the
amount of one-eighth of one percent (0.125%).

¢. The maximum CDC Servicing Fee which may be included in the monthly
payment is determined as follows:

1. Forloans in rural areas, the maximum CDC Feeis 1.5%.

2. Forall otherloans, the maximum CDC Fee is 1.0%, unless
SBA provides prior written approval, with maximum allowed for both
rural and non-rural areas as 2%, based on substantial need.

d. Example calculation of the servicing fee received by the CDC is provided in
Table 2.2

CDC Servicing Fee Calculation

Gross Debenture $400,000

CDC Servicing Fee %per SAA .625%

CDC Servicing Fee as shown on Authorization 400,000 x .00625/12
= $208.33

CDC Servicing Fee received by CDC 400,000 x .005/12 =
$166.67

Portion of CDC Fee received by SBA 400,000 x .00125/12
=$41.66

e. Payment of the CDC servicing fee by the CSA will be paid by electronic funds
transfer, and the following occurs:
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1.

2.

Payments received on the note payment due date, either by ACH, wire,
or check, will be disbursed to the CDC on the second business day
after the note payment date;

Any payments received after the note payment due date will be
disbursed to the CDC each subsequent Friday (unless Friday is not a
business day) and on the last business day of each month; and

The ACH Credit Form to be completed by the CDC for its fee payment
can be accessed via CDC Online (on the home page), or by clicking
here ACH Credit Form.

f. The CDC servicing fees are collected until the occurrence of one of the
following:

D. Other Fees

1.
2.

1. Late Fees

a.
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The loan is paid in full;

In the event of prepayment, the servicing fees are collected through the
month of prepayment;

In the event of a debenture repurchase, if the servicing remains with the
CDC, the SBA may allow for the payment of a CDC fee;

In the event of non-payment by the borrower, the fees will not be paid
the CDC;

In the event of a payment reject, the fees that were collected by the
CDC are required to be returned to SBA if payment has not been made
by the time of debenture repurchase; or

If SBA suspends the CDC for performance, the fees will be collected
but not paid to the CDC. SBA may direct payment of the fees to another
party for servicing the loan.

A late fee will be assessed if the borrower's monthly payment is not posted to
the account on the 16th calendar day, or the next business day if the 16th is not
abusiness day.

The amount of the late fee is the greater of $100 or 5% of the monthly payment,
unless applicable state law mandates a lower fee.

If a borrower fails to make a payment in a month, but makes a full monthly
payment in the next month, no additional late fee is assessed even though the
borrower is past due by a month, since a payment was made during the month.
If the borrower only makes a partial payment, a late fee will be assessed.

The CSA will notify the CDC of late fees assessed via the Late Payment
Report, accessible on CDC Online. The report is generated the first business
day after the 15th of the month. Late fees will also be shown in the Status of
Portfolio Report.

The CSA does not notify the borrower directly that a late fee has been
assessed. It is the CDC's responsibility to notify the borrower in writing.


https://www.ctslink.com/a/document.html?doc=SBA_AAPAP_CREDIT

f. The late fee is income to the CDC to compensate it for collection efforts. The
CDC may elect to waive a late fee by request in writing to the CSA. The
CDC's request should state which fees should be waived and the amount.

g. Payment of late fees:

1. The borrower may pay a late fee by wire to the CSA perthe CSA's
wiring instructions or by check. (Wiring instructions may be obtained by
contacting the CSA).

2. If paid by check, the check must be made payable to the CSA and
should include the SBA loan number.

3. The check may be sent directly to the CSA Lockbox by the borrower or
may be sent to the CDC and forwarded to the CSA. The Lockbox
mailing address can be found in Section 1.3 of this manual.

4. The check for late fees may not be paid directly by the borrower to the
CDC. The late fees must be processed through the CSA.

h. Late fees are disbursed by the CSA to the CDC by check. The check is sent
during the second week of the month for all fees received during the previous
month.

i. Funds are only applied to a loan when the loan is current. Payments received
from the borrower are applied to late fees last (see next chapter for application
of payments).

2. Assumption Fees

a. CDCs are permitted to charge an assumption fee not to exceed 1% of the
outstanding principal balance of the loan at the time of assumption.

b. The CDC must have written approval from SBA in order to charge an
assumption fee. ALP or PCLP CDC's may unilaterally approve payment of an
assumption fee provided the loan was approved under such delegated
authority. The CDC should collect the assumption fee directly from the
borrower/assumptor. The CSA should not be involved in the assumption fee.
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1. Revision History*
Section Revision Description Date

N/A Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual
2. Responsibilities
A. The CSA is responsible for the appropriate application of funds to each borrower's loan.

B. The CDC is responsible for communicating payment requirements to the borrower and for
monitoring the payment status of the borrower.

3. Definitions

A. ACH (Automated Clearinghouse): the automatic withdrawal of the monthly loan payments
from a bank account chosen by the borrower

B. ACH Reject: the unsuccessful debit of the borrower's bank account for the monthly payment
4. Payment Methods
A. Payment by ACH

1. Under the terms of the Servicing Agent Agreement, borrowers are required to make
monthly payments via ACH. There is no charge to the borrower for an ACH debit by
the CSA.

2. Aborrower's account can only be debited once per month for the monthly payment as
specified in the Servicing Agent Agreement or SBA-approved Catch-Up Plan.

3. If the borrower is not using a regular checking account, the borrower should confirm
with the bank that the desired account can be used for the monthly ACH debit.

4. The borrower's bank statement will show Wells Fargo (the current CSA) as the
financial institution debiting the borrower's account via ACH.

5. The borrower must provide a completed and signed ACH Debit form (Accessible here:
ACH Debit Form). A voided check is preferred, but not required. The CDC should
forward the form (original is not required) to the CSA.

6. Setting up a new borrower with ACH

a. The CDC should provide the borrower with the ACH debit authorization form
and request that it be completed, signed, and returned prior to the CDC's
district submission deadline.

b. The CDC must send the completed and signed form to the CSA by the
CSA cut-off date, which is 14 business days prior to the Funding Date.

c. Onthefirst business day following the 15th of the month prior to the first
payment, the CSA will "pre-note" the borrowers account. The purpose of the
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pre-note is to test the ACH process to check the accuracy of the information
on the ACH form. The amount of the "pre-note" is $0.00.

d. The CDC should verify the ACH has been set-up by looking at the borrower's
loan detail on the CSA website.

e. The CDC is recommended to remind the borrower the ACH debit will show as
"Wells Fargo" on the borrower's bank statement.

7. ACH Debit Cycle

Debit Cycle

15th calendar day of the month No ACH change requests for the
following month can be made

Three (3) business days prior to the last No additional ACH deletion

business day of the month requests for the following month
can be made.

Last business day of the month CSA sends debit request to
borrower's bank.

Last business day by the close of business "Good funds" required

First business day of the month Payment is due and debit from
CSA occurs.

Second business day through the 15th of the The majority of payment reject

month notices received by the CSA.

Note-the borrower has the
capability of rejecting the debit
up to 48 hours after the debit.

8. ACH Rejects
a. An ACH reject may occur for a number of reasons, including the following:
1. Insufficient funds;
The account type does not qualify for ACH;
Administrative errors in the ACH information prior to the first debit;

Borrower closed the account;

a M 0 DN

The bank was acquired and the necessary changes to the ACH were
not made; or

6. Borrower revoked the authorization or stopped payment.

b. The CSA receives natification of rejected payments beginning the second
business day of the month. However, it is possible for notification of a reject to
occur up to 48 hours following the debit.


https://sba504servicing.wellsfargo.com/

c. The CSA sends an email notification to the CDC when the ACH reject report is
available each month on CDC Online. The report is updated as reject activity
occurs. The CDC is responsible for checking the ACH reject report on a
periodic basis(see Chapter 2.8-CSA Reports).

d. The ACH reject report will indicate whether or not the borrower is being
removed from ACH.

e. The CDC must contact the borrower regarding the payment reject. The
CDC should request the borrower wire the funds by the 15th of the month in
order to avoid assessment of a late fee.

f. A wire is the only acceptable form of payment for an ACH debit that was
rejected. Payments should not be made via check. Payments via the Pay.gov
(www.pay.gov) may only be made if the debenture has been repurchased.

g. The borrower will be automatically removed from ACH under the following
circumstances:

1. The borrower revokes the authorization for the debit;
2. The bank account is closed; or

3. The borrower stops the payment.

4

. There are two (2) consecutive rejects. If the borrower shows a pattern of
rejects, such as every other payment, due to insufficient funds, the
borrower MAY be removed from ACH.

h. If aborrower has been removed from ACH, the borrower must complete a new
ACH debit authorization form. The CDC must send the form (original or copy)
with a voided check to the CSA. If the borrower stopped a payment or revoked
the authorization, the borrower should contact the bank to re-authorize the
CSA in addition to completing a new debit authorization.

i. Changes to ACH information must be submitted to the CSA on a new
ACH form, signed by the borrower.

j- When a 504 loan is assumed, the CDC must send a new ACH form for the
assumptor prior to the pre-note deadline preceding the assumptor's first
payment.

k. ACH rejects that occur within the same month of the debit and are the most
recent payment posted will show in the borrower loan detail screen in
CDC Online as payment type "AR." Rejects that occur after a payment has
been posted will be reflected as payment type "X."

B. Payment by Wire

1. The CDC must send a written request to the CSA on behalf of the borrower in order to
request permission to wire monthly payments. The CDC should inform the CSA that
the borrower will be sending a wire. The cost to wire is the responsibility of the
borrower.

2. When a CDC is aware that a borrower is sending a payment by wire, the CDC should
check CDC Online to verify the CSA received and applied the wire.

3. Wiring instructions must include the SBA loan number.
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4. Payments made by wire will be applied to the borrower's loan one (1) business day
following receipt of the wire. It will be reflected on CDC Online one (1) business day
following the posting of funds to the loan.

5. Inthe event a borrower sends a wire and the wire does not post to the borrower's loan
two business days after confirmation by the bank, the CDC should send an email to
the CSA requesting research of the payment. The email should include the loan
number, the dollar amount of the payment, and if possible, a copy of the wire
confirmation receipt.

6. If the account name and number are missing from the wire, and the application of
payment is delayed as a result, the borrower will be assessed a late fee if the payment
is not applied by the 15th of the month.

C. Payment by Check
1. NOTE: Checks are not an acceptable form of payment for regular monthly payments.

2. If aborrower owes a late fee or an amount over the regular monthly payment amount
the CSA will accept a payment by check for the additional amount or late fee amount.

3. The CSA will accept payment by check on a delinquent loan.

Checks should be sent by the borrower to the CDC, and forwarded by the CDC to the
CSA with a cover letter. The check should be made payable to Wells Fargo and the
SBA loan number should be written on the check. Checks should be mailed to the
CSA Lockbox referenced in Chapter 1.3.

5. Inthe event a check is returned to the CSA for non-sufficient funds, the CSA will send
an email to the CDC advising of the returned check. The CDC must follow-up with the
borrower to collect good funds for payment.

5. Application of Funds-Accruals
A. 504 loan interest is calculated on a 360/360 basis.

B. Interest and fees are paid in arrears, e.g., a payment made on February 3 would pay interest
and fees through January 30.

C. Daily interest accrual occurs only on the first payment or when the loan is over 30 days past
due.

1. Forthe first payment, interest is accrued from the day the loan is funded through the
30th. The amortization schedule and the loan detail will show a higher proportion of the
payment going to principal than in subsequent payments.

2. Iftheloanis not already 30 days or more past due, and the borrower makes a payment
on any day prior to the 30th, the payment will be applied as if the payment were made
on the first business day of the month. Interest will be paid through the end of the prior
month. Interest would accrue the following month.
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6. Order of Payment Application

(1)

)

©)

(4)

(®)

(6)

General Rules for Application of Payments

Borrower Receivable

*Applied in one (1) month increments until satisfied; balance applied to next fee if
there is not enough to satisfy a full fee payment.

*Order in which monies are applied:
a) SBA Guarantee Fee

b) CSA Servicing Fee

c) CDC Servicing Fee

Current Month's Fees

Applied in one (1) month increments until satisfied; balance applied to next fee if
there is not enough to satisfy a full fee payment.

*Order in which monies are applied:
a) SBA Guarantee Fee

b) CSA Servicing Fee

c) CDC Servicing Fee

Interest

Applied in full day increments until amount required is satisfied. If funds available
are less than a day of interest, the balance is applied to principal.

Principal
Applied until the balance matches the 504 Note Amortization Schedule.

Late Fee
Applied in one (1) month increments if a fee has been assessed.

Unallocated Funds

Monies available after all other categories are satisfied or where the amount
available is insufficient to pay the late fee due.

A. Payment Category Details

Borrower Receivables

a. When aloan payment is made by ACH, the CSA pays out the fees to the
CDC, SBA, and CSA on the second business day of the month. If the
ACH rejects subsequent to the distribution of the fees by the CSA, the
CSA creates a "Due from [Name of Borrower] Receivable" account for the
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fees that were advanced.

b. The next payment received from the borrower will be applied first to the
Borrower Receivable.

c. Funds applied to the Borrower Receivable are applied in one (1) month
increments until all receivables are fully paid.

d. If funds are not available to satisfy a monthly increment, the funds will be
applied to the next borrower receivable in the sequence where funds are
adequate to satisfy the monthly increment.

e. Ifaloanis transferred to SBA for servicing or is accelerated, and a Borrower
Receivable is outstanding for CDC servicing fees, the outstanding
CDC servicing fee is deducted from the CDC servicing fee payments in the
next monthly fee disbursement to the CDC.

f. If fees are advanced in a month due to an ACH payment reject, and the
borrower is still on ACH, the CSA will advance the servicing fees the next
month. Upon the second sequential ACH reject, the CSA will remove the
borrower from ACH and no additional fees will be advanced.

2. Current Month's Fees: If there are no borrower receivables, the CSA applies the
payment to the current month's fees prior to application to any other categories. The
order in which the fees are applied is the SBA Guarantee Fee, the CSA Servicing Fee,
and the CDC Servicing Fee. If there are not enough funds in the payment to cover an
entire fee, the funds are applied to the next fee.

3. Interest

a. If the borrower is current, the funds remaining after payment of the borrower
receivable and fees will be applied to interest accrued through the end of the
prior month. If funds are not sufficient to cover the entire month, funds will be
applied to the number of full days of interest available and the remainder of the
funds will be applied to interest.

b. If the borrower is not current, funds will be applied to interest in full day
increments until interest is current to the end of the prior month.

c. The daily interest amount is calculated by multiplying the actual principal
balance times the note interest rate divided by 360. Typically the number of
days of interest due is 30 days, unless the payment in the prior month was not
sufficient to satisfy an entire month of interest.

d. When the payment satisfies the total of the interest accrued, OR, the amount
available is less than a full day of interest, the remainder of the payment will be
applied to principal.

e. CDC's are encouraged to reference CSA Online or contact a CSA customer
service representative to obtain information on the amount of accrued interest.

4. Principal

a. After funds are applied to the maximum number of full days of interest owed,
the balance is applied to principal.
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a.

C.

d.

b. Principal is applied until the actual note balance matches the 504 amortization

schedule.
5. LateFees

a. If aborrower monthly payment is not posted to the account, a late fee is
assessed on the 16th calendar day, or next business day.

b. Late fees are applied in one month increments and cannot be partially paid.

c. The amount of the late fee is the greater of $100 or 5% of the monthly payment.
The 504 note late fee falls under Federal law and supersedes the rate set by
state law.

d. Latefees may be paid at any time but will only be applied when the borrower is
current.

e. Latefees may be paid by wire or by check. The check should be made payable
tothe CSA.

f. If an amount is insufficient to pay the late fee for a month, the funds will be
placed in the unallocated funds account.

g. The collected late fees are sent to the respective CDCs on the first business

day of the month for fees collected in the prior month.

6. Unallocated Funds

Unallocated funds may also be referred to as Escrow, Escrow Reserve, or
Difference to Escrow. The account is used for any balance received that has
not been applied.

Funds are placed in the unallocated funds account when there is a balance
remaining after a borrower makes a payment and all amounts the borrower
owes are satisfied.

Common reasons for unallocated funds:

1. The borrower is not on ACH and did not reduce the payment to match
the five (5) year reduction on the anniversary date.

2. The borrower did not send a payment sufficient to pay an entire late fee.

3. The borrower is in arrears and paid more than was needed to satisfy all
amounts due.

The CDC may instruct the CSA in writing to return the balance to the borrower.

B. For payment application examples, see Appendix 1

7. Payment adjustment at 5-year anniversary dates

A.

B.

The CSA will automatically adjust the debit amount on the 5-year anniversary date for all
borrowers on ACH.

If a borrower is not on ACH, but is current, the CDC should advise the borrower of the
adjusted payment amount.

If the loan is not current at the 5-year anniversary date, the CSA will recalculate the fees
based on the remaining principal balance at the 5-year anniversary date. For the next five (5)
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years, the fees paid by the borrower will be higher than indicated on the original amortization
schedule. Principal and interest will continue to follow the original schedule once any past
due interest and principal is current.

8. Loans funded prior to July 1999-Amortization Difference

38

A.

The 504 Note and the 504 Authorization obligate the borrower to repay the 504 loan in equal
principal and interest installments through the life of the loan. However, for loans funded prior
to July 1999, the note amortization schedule shows the outstanding principal and interest due
on the last payment date at a fraction of the normal monthly payment. A full payment is
necessary to retire the debenture, even though the note shows a lower balance. The
amortization discrepancy, described in more detail below, was corrected for loans funded
beginning in July 1999.

The 504 loan amortization schedule is derived from the 504 debenture amortization schedule
by dividing the semi-annual debenture payment by 6 and calculating the note interest rate
based on the required monthly payment. The calculation of interest prior to July 1999 resulted
in an understatement of the rate, which in turn resulted in slightly more of each monthly
payment being applied to principal reduction, leaving a smaller balance at the end of the
amortization than a normal payment.

For 504 loans prior to July 1999, the difference between the loan and debenture amortization
builds over time. This difference is transparent to the borrower until the last payment. For a
ten year loan, the note amortization table shows a lower outstanding balance than the
debenture amortization table through the life of the loan. For a 20 year loan, the note
amortization shows a higher outstanding balance than the debenture amortization table
during the first 12 years, and a lower outstanding balance after the 12th year.

The CDC's float check includes a component for the difference between the outstanding
note balance and the outstanding debenture balance at the time of prepayment. Therefore, if
a 504 loan prior to July 1999 prepays in the first 12 years, the CDC benefits from the
difference and if the loan prepays after the 12th year, the difference is subtracted from the
CDC's float.

Itis the CDC's responsibility to communicate with the borrower regarding the last payment.
Although the borrower is required to pay the normal monthly payment on the last payment per
the terms of the loan, the CDC may elect to pay the payment difference for the last payment
upon request by the borrower.

A CDC may examine the potential financial impact in any year by reviewing the number of
504 loans prior to July 1999 reaching maturity in the year. Based on the average life cycle of
504 loans, the number of loans that reach maturity is typically small relative to the loans
funded in any year.

For the complete memo issued by DCFC relative to this issue, as well as examples of the
amortization differences, see Appendix 2.



1. Revision History*

Section Revision Description Date

N/A/ Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual

2. Responsibilities

A. CDC:
1. Communicate and work with the borrower to schedule a prepayment; and

2. Meet the CSA's deadlines regarding prepayment notice and final prepayment.
B. CSA:

1. Provide final prepayment figures to the CDC via CDC Online;

2. Accurate application of funds resulting from a prepayment; and

3. Provide notice to CDC and SBA upon maturity and payment in full of a 504 loan.
C. SBA Commercial Loan Servicing Center:

1. Grant a limited Power-of-Attorney to the CDC to execute release documents for paid
in full loans.
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3. Prepayments
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Prepayment Timelines

No less than 8 calendar days prior to the CDC submits the request for prepayment to the

prepayment date CSA viaCDC Online.

From the 6th business day of the month CSA publishes required prepayment amount on

until 5:00 PM EST on the 3rd Thursday of CDC online.

the month CDC notifies the borrower of the amount required
to prepay.

Prepayment Date-3rd Thursday of the Borrower wires the prepayment prior to 5:00 PM

prepayment month, or the next pusiness Eastern.

day foIIowl|ng thel3rd Thursday if the 3rd Prepayment may be made from the 6th of the

Thursday is a holiday month until 5:00 PM EST on the 3rd Thursday.

A. Prepayment Calculation considers:

1.

The remaining principal balance of the 504 Note at the next semi-annual debenture
payment date;

The scheduled prepayment premium on the debenture (per the Debenture Prepayment
Schedule);

All monthly principal and interest payments on the 504 Note up to and including the
payment due on the debenture's semi-annual payment date;

CSA servicing fees up to and including the semi-annual debenture payment date;
SBA guarantee fees up to and including the semi-annual debenture payment date;

CDC fee for the month in which the 504 Note is prepaid (the fee that would have been
paid in the payment on the first of the month following the date of prepayment);

If the borrower is not current, all accrued interest and fees;

8. All outstanding late fees, if not waived by the CDC; and

9. Any outstanding receivables, including "care and preservation" expenses incurred by

the CDC and/or SBA.

B. Process Overview

1.

504 Loan prepayments must be scheduled no later than eight calendar days prior to
the 3rd Thursday of the month in which the prepayment is to be made. Loans must be
scheduled to pay off during the prepayment window, which ranges from the sixth
business day of the month to the 3rd Thursday of the month. If the scheduling
deadline of 8 calendar days prior to the 3rd Thursday is missed, the CSA can
schedule loans to prepay up until the 3rd Wednesday of the month by request of the
CDC via email. If requested via email, the CDC must provide the loan number,

SBC name, debenture issue date, original debenture amount, prepayment date, and
CDC contact name and fax number.



2. Upon request by the borrower for a prepayment estimate, the CDC may obtain the
estimate via CDC Online. Prepayments can be scheduled and estimates can be
provided up to six months in advance of the anticipated prepayment date.

3. The CDC should be aware of the semi-annual debenture payment dates when
working with the borrower on scheduling a prepayment. If the borrower is approaching
the semi-annual date for the loan, prepaying the loan the month before the semi-
annual date instead of during or after the semi-annual date will save the borrower from
paying up to an additional six months of interest, SBA fees, and CSA fees. The
CDC fees are not collected for the period between the prepayment date and the semi-
annual date for any loan that prepays.

4. The CDC must obtain the borrower's request to prepay the loan in writing.

After scheduling the prepayment, the CDC can print a confirmation letter from
CDC Online.

The CDC must provide the official prepayment amount in writing to the borrower.

. Prepayments must be made by wire transfer. No other form of payment (check,
ACH, etc) will be accepted to pay off a loan. The wire can be accepted beginning at
8:00 AM EST on the sixth business day of the month, and must be received by the
CSA no later than 5:00 PM EST on the prepayment date (the 3rd Thursday of the
prepay month). Wiring instructions are included in the prepayment confirmation letter
from the CSA. The wire must include the borrower's operating company name and the
loan number.

Wells Fargo Bank, NA
420 Montgomery Street,
San Francisco, CA 94104
ABA #: 121000248
Beneficiary Account #: 4000113241
Beneficiary Account Name: SBA 504 Master Deposit Account
Reference: Loan # (insert 504 Loan #)
Borrower Name: (insert Borrower name)
Attn: SBA 504

8. The prepayment will be rejected if funds are not received by the deadline; if funds are
wired to any party other than the CSA; if funds are sent by check or any form of
payment other than a wire; or if funds are not sufficient to pay the obligation in full.

9. If the loan does not prepay as scheduled, it is the responsibility of the CDC to change
the prepayment date to another month or to delete the prepayment request.

C. Post Prepayment Activity

1. The release letter confirming the prepayment has been processed is generally
available on CDC Online within two business days of the CSA receipt of the wire.
However, there are a few notable exceptions:

a. Prepayment wires that are over $1 million dollars will take an additional
business day to post for every additional million dollars included in the wire. For

CSA User Manual | 11/4/2016



example, a wire of $800,000 will have a release letter available within three
business days; a wire of $2,800,000 will have a release letter available within
five business days, etc.

b. Loans submitting a prepayment wire within the current semi-annual month for
the debenture will not have release letters available until after the 20th day of
the month. Generally, the release letters will be available on the 21st, however,
if the 20th falls on a weekend, the letters will not be available until Tuesday of
the following week.

2. The CSA will change the loan status to "prepaid" and the loan will no longer appear in
the CDC's Status of Portfolio Report following the same timing as outlined in step 1
above. The loan will still appearin the CDC Online system.

3. The CSA will disburse any accrued CDC fees and late fees to the CDC at the end of
the month.

4. The CSA will disburse the SBA guarantee fees to SBA and the CSA fees to the CSA
at the end of the month.

5. The CSA will deposit the principal, interest, and prepayment premium into an escrow
account until the debenture prepayment occurs on the first business day of the semi-
annual month.

6. The CSA will change the loan status to "prepaid" and the loan will no longer appear in
the CDC's Status of Portfolio Report. The loan will still appear in the CSA online
system.

7. The SBA CLSC will notify the CDC to prepare release and satisfaction documents for
the loan and will grant a limited power-of-attorney to the CDC to execute the release
documents.

8. The CDC executes the release documents and sends to the title company, escrow
company, or the recorder's office for recordation.

9. The Trustee returns the original debenture to the CDC and sends a copy to the
SBA District Office.

4. 504 Loan Maturities

A. Following receipt of the last payment that is adequate to pay the 504 Note and debenture in
full, the CSA will disburse the fees, deposit the principal and interest into escrow to satisfy
the debenture, and send a memo to the CDC and the SBA CLSC confirming the loan has
been paid in full.

B. The SBA CLSC will notify the CDC to prepare release and satisfaction documents for the
loan and will grant a limited power-of-attorney to the CDC to execute the release documents.

C. The CDC executes the release documents and send to the recorder's office for recordation.

D. The Trustee returns the original debenture to the CDC and sends a copy to the SBA District
Office.

5. 504 Debenture Repurchases

A. Requirements and authority for liquidation can be found in SOP 50-55 and SOP 50-51,
available on SBA's website (SBA SOP Reference)

B. Information regarding the liquidation process and best practices can also be obtained through
the liquidation training course offered by NADCO.
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C. Placing aloan "in liquidation" status refers to the requirement by SBA to submit a liquidation
plan, which typically involves repurchasing the debenture, when a loan is at or approaching
65 days past due without possibility of an approved deferment. The loan must also be placed
in liquidation in the following circumstances:

1.
2.

3.
4.

the third party lender has initiated foreclosure;

A lawsuit has been filed against a borrower/guarantor which may adversely affect
SBA's collateral position;

the borrower files bankruptcy; or

the CDC receives notice the borrower has abandoned the collateral.

D. Whenaloanis placed in liquidation status and the debenture is required to be repurchased,
the following actions take place:

1.

The SBA CLSC sends a list of loans to be accelerated each month to the Trustee.
The Trustee then provides the outstanding debenture payoff information to the CSA.
The CSA utilizes the information received by the Trustee to generate the transcripts
for the loans to be accelerated. The transcripts are then sent to SBA (Denver Finance
Center) to prepare the wire.

SBA (Denver Finance Center) sends funds to the CSA for the debenture purchase for
all loans that accelerate in that semi-annual month.

The CSA will change the status code in CDC Online to accelerated at the time of
SBA and Trustee request. However, the debenture purchase does not occur until the
loan's next semi-annual date.

When the loan's status is changed to accelerated, the CSA's servicing responsibility
is terminated and the loan accounting is transferred to SBA.

The CDC's servicing fees are terminated at the time the loan's status is changed to
accelerated. Additionally, the CDC would not be paid any past due fees unless the
borrower brings the fees current.

The loan is removed from CDC's status of portfolio report. However, the CDC may
remain actively involved in the liquidation based on the CDC's delegated authority.

The SBA loan number is changed to denote the repurchase, typically the 7th digit is
changedto a 5.

E. Loan payments on loans where the debenture has been repurchased

1.

Although the accounting for loans where the status code has changed to accelerated
is handled by SBA, a link to the loan is available through the CDC Online website. It
may take up to 30 days following debenture repurchase for the link to become active.

Payments on accelerated loans cannot be paid to the CSA. Payments can be made
through Pay.gov. Borrowers may make payments through pay.gov using bank
account information, credit/debit card. Additionally, the SBA accepts wire transfers
and checks.

In the event a payment does not show on SBA's loan management system, the
CDC should contact the SBA CLSC for information.
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1. Revision History*

Section Revision Description Date
N/A Original Published Guidelines 4/1/2015
4 Amended deferment/catchup section to reflect CSA's handling  10/25/2016

of calculating the catch-up payments
*Table above indicates revisions and updates made to Manual

2. Responsibilities

A. The CDC is responsible for obtaining the appropriate SBA approval (if required) prior to
providing notification to the CSA of an action.

B. The CSAis responsible for providing the CDC with information requested in order to
complete a servicing action and for accurately reporting loan information upon notification of
changes resulting from servicing actions.

3. General Information Regarding Servicing Actions

A. Requirements and authority for servicing actions can be found in SOP 50-55, available on
SBA's website (SBA SOP Reference).

B. Servicing actions which fall under the unilateral action authority of the CDC still require
acknowledgment by SBA prior to submission to the CSA.

C. CDCs must work with their respective SBA servicing center, Little Rock or Fresno, for all
servicing action approvals and acknowledgments.

D. Servicing actions covered in this manual only include actions which may involve the CSA by
impacting payments or borrower names/tax numbers, namely deferments and assumptions.

E. Inmany cases, deferments and assumptions arise through work-out efforts of the
CDC when proactively addressing problem loans.

F. Detailed information regarding CDC activities in loan collections and work-outs is also
provided through training offered by the National Association of Development Companies
(NADCO).

G. The CSA provides a Work-Up Request Form which may be used as a coversheet fora
request by a CDC. The form is not required and a CDC may elect to use its own format or
coversheet when requesting information or action by the CSA. The form can be accessed on
CDC Online - Work-Up Request Form

4. Deferments and Catch-Up Plans

A. Deferment Basics:
1. Deferments are described in Chapter 12 of SOP 50-55.

2. Deferments are employed as a solution to a temporary problem impacting a
borrower's ability to make loan payments. A deferment is not appropriate when it is
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apparent the borrower’s financial difficulty is so severe that a deferment would only
prolong the potential acceleration of the loan.

The amount deferred may include full or partial payments.

Partial payment deferments may be structured so that the borrower pays fees only,

. fees plus interest, or a specified dollar amount. When structuring an amount, the

CDC should ensure the amount is sufficient to pay at least one entire fee amount, as
partial fee payments cannot be paid.

Deferments 6 months or less cumulative: may be granted unilaterally by CDC's. The
SBA Servicing Center must be notified but SBA approval is not required.

Deferments more than 6 months: may be granted unilaterally by PCLP CDC's. Non
PCLP CDC's must obtain approval by the SBA Servicing Center.

The CSA must receive deferment requests no later than the 20th calendar day of the
month or the business day prior, to be effective for the upcoming month.

B. Catch-up Plan Basics:

1.

Beginning in January 2016, CDC -calculated catch-up loans are no longer accepted
by the CSA. CDC's must request a CSA-calculated catch-up plan by following the
Deferment and Catch-up Request Process described in the next section.

The Catch-up plan is an estimate that will provide details of how the borrower will
repay the deferred principal amount and all accrued interest, servicing fees, and late
fees. It will specifiy payment amounts and the time period for paying back the deferred
amount so the borrower is back on schedule with the original Note Amortization
Schedule as per the agreed upon timeframe.

The catch-up period should be within 10 years or prior to the maturity date of the loan,
whichever is earlier.

Catch-up plans can take two forms-Standard or Step-up.

a. Standard: the CSA calculates the catch-up amount for the entire Catch-up
period.

b. Step-up: the CDC provides a catch-up payment amount for a specific time
period, and the CSA calculates the final catch-up payment amount for the
remainder of the Catch-up period.

A borrower can remit multiple payments during a month if paying by wire. Multiple
ACH payments cannot be made during a single month.

A Catch-up plan cannot be a lump sum balloon payment to be paid at the end of the
catch-up period.

C. Deferment and Catch-up Request Process: To make a Deferment and Catch-up request to
the CSA, the CDC must follow the process detailed below. All documents should be sent to
SBA504CSA@wellsfargo.com

1.
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CDC emails the completed form to the CSA, along with any other documentation and
SBA approval, if applicable

CSA processes the form and sends the calculated Catch-up plan to the CDC

CDC Representative and Borrower both review and sign the calculated Catch-up
plan.

CDC sends the signed Catch-up plan to the CSA.

CSA completes final processing of the Catch-up plan and sends confirmation to the
CDC.

D. Instructions on Completing the CDC 504 Deferment and Catch-up Form: CDC must send
the completed CDC 504 Deferment and Catch-up Form to the CSA, along wtih any other
relevant documentation and SBA approval, if applicable.

1.
2.

CDC must include loan number, date, and CDC number.

CDC must complete section 1 to affirm if SBA approval is required by checking "Proof
of SBA approval has been provided" or "N/A". If SBA approval is required, it must be
attached to the request form.

CDC must complete section 2 by checking the type of Deferment (Full or Partial),
entering the deferment time period(s), and the Catch-up payment amounts (only for
Step-up Catch-ups).

CDC must complete section 3 by checking the type of Catch-up (Standard or Step-
up), entering the Catch-up time period(s), and the Catch-up payment amounts (only
for Step-up Catch-ups).

CDC should complete section 4 to notifiy the CSA to waive late fees by checking the
first box and entering the amount desired to be waived or checking the second box to
give the CSA permission to apply any unallocated funds to late fees at the end of the
Catch-up plan (if applicable).

CDC should complete section 5 to notify the CSA that an ACH change form has been
included with the Catch-up request. ACH information is deleted for Full Deferments.
Therefore, a new ACH Form is required to have the borrower set back up on ACH
when the borrower starts the Catch-up period.

CDC should complete section 6 to notify the CSA of any additional information. CDC
should comment if the request is a Catch-up revision request or a Retroactive
Deferment.

E. Deferment and Catch-up Deadlines:

1.

CSA must receive Deferment requests no later than the 20th calendar day of the
month or the business day prior, to be effective for the upcoming month

CSA must receive retroactive Deferment requests by the 15th calendar day of the
month or the business day prior, to be effective for the upcoming month.

CSA must receive signed Catch-up plans by the 15th calendar day of the month or the
business day prior, to be effective for the upcoming month.
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4.

Any changes to the ACH information must be received by the 15th calendar day of the
month or the business day prior, to be effective for the upcoming month;

F. Continuous Monitoring: it is the responsibility of the CDC to monitor the borrower's
compliance with the Catch-up plan.

1.

5. Assumptions

CDC is to verify that the total monthly payment paid by the borrower matches the
Catch-up plan every month. The CDC Online Loan Detail screen can be utilized for
verification.

Loans on Catch-up status will automatically revert to Active-Delinquent status if
borrower payment is not received 2 business days prior to month end.

CDC must email the CSA to place the loan back on Catch-up status once the
borrower remits the missed payment and it has posted to CDC Online.

Loans that do not adhere to the Catch-up plan payment schedule will accrue additional
interest and new Late Fees causing the original Catch-up plan to be inaccurate.

Late Fees will be assessed on the 16th calendar day of the month or next business
day. Borrower payments must be received in full by the 15th calendar day or business
day prior to avoid late fees.

CDC Online Late Fees Assessed report and the Status of Portfolio report should be
utilized to monitor Late Fees.

CSA Status of Portfolio Report

a. During a Deferment, the loan will be displayed with a "D" in the last column of
the report.

b. During the Catch-up period, the loan will be displayed with a"C" in the last
column of the report.

Application of Catch-up payments - Payments will be applied in the following order:
a. Accrued fees in one-month increments, until current;
b. Interest in one-day increments until current;
c. Principal, until current; and
d

Late Fees in one-month increments (paid at the very end of the Catch-up
period).

At the end of the Catch-up period, the CSA will amend the ACH debit amount to the
regular monthly amount stated on the Catch-up plan. If a borrower is not on ACH, the
CDC should advise the borrower of the adjusted payment amount. Note, if a borrower
is not current on the 504 loan (either due to a Deferment, Catch-up, or ongoing
delinquency) at the five (5)-year anniversary date, the servicing fees will be
recalculated by the CSA based on the actual principal balance at the loan's five (5)-
year anniversary date. The resulting fees and total payment will be higher for the next
five (5) year period compared to the original 504 Note Amortization Schedule.

A. Assumptions are described in SOP 50-55, Chapter 11

B. Assumptions impact the tax reporting for a loan and the ACH authorization.
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C. Assumptions generally fall into 2 categories. A technical assumption is a request to change
the SBC name or form of organization, a change to a W-9 form, and/or a change to the
borrower name or form of organization. A third party assumption is a request by an unrelated
entity to take over a borrower's legal obligations and benefits under the loan documents
(typically associated with the purchase of assets). The latter requires more complex analysis
by the CDC. The CDC should provide the following documents to the CSA:

1. Copy of SBA's approval (or acknowledgment if approved unilaterally);
2. New IRS Form W-9 for interest expense reporting;

3. New ACH Debit Authorization Form with a voided check; and

4. A copy of the signed Assumption Agreement.

D. The CDC must submit a CDC-504 Assumption Control Worksheet with all assumption
requests. The worksheet can be found on the NADCO website Click Here: CDC 504
Assumption Control Worksheet. The worksheet outlines the required information and
documentation the CDC is required to submit for an assumption request.

E. The CDC may charge an assumption fee to the borrower/assumptor provided the fee does
not exceed 1% of the remaining principal balance of the note. The CDC must obtain SBA's
approval to charge the fee. The CDC should collect the assumption fee directly from the
borrower/assumptor. The CSA should not be involved in the assumption fee.
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1. Revision History*
Section Revision Description Date

N/A Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual
2. Responsibilities

A. The CSAis responsible for providing CDCs and the SBA with online access to borrower
transactions, payment histories, and portfolio reports.

B. CDCs are responsible for managing employee access to the system.
3. Overview

A. The website URL for CDC Online is: https://sba504servicing.wellsfargo.com/

B. A portion of the data available on CDC Online is also utilized to populate SBA's
CDC Management database (LAMP) report. Additional data inputs are provided by the
Trustee and SBA. The LAMP report, as well as OCRM's Lender Portal, are used by SBA to
evaluate the CDC's performance. The LAMP report may be accessed by CDC's through
SBA's portal: https://eweb.sba.gov/gl OCRM's Lender Portal may be accessed at the
following link by logging in with the credentials assigned to the approved CDC individual by
Dun & Bradstreet: https://mi.dnb.com/PDPSBA

C. All software and technical data maintained by the CSA is the property of SBA.

D. Security requirements for CDC Online are governed by and aligned with SBA's IT security
policies.

E. Changes and enhancements to the website are published periodically based on SBA's
guidance and written approval.

4. System Access

A. Each individual who will be accessing CDC Online should have his/her own unique log-in
credentials.

B. Request for access may be made by filling out the form available on the CSA website
(http://www.ctslink.com/GetDoc.do?doc=SBA_CDCONLINE_ENROLL). The form
should be completed and returned to SBA504CSA@wellsfargo.com. Upon receipt of the
completed form, the CSA will email a username and temporary password (which expires in
30 days).

C. The CDC manager should email the CSA Customer Service using the general
communications address (referenced in Chapter 1.3) requesting to remove access for any
person who is no longer employed by the CDC.
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5. Navigating the website

A. The CDC Online homescreen shows log-in information on the left-hand side of the screen
and access to various forms on the right-hand side of the screen. Forms may be accessed
and downloaded without logging into the system.

U.5. Small Business Administration
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COC Cring W Temsonabi gxper 800N of privacy in the BCcess of use of T compuber sysiem. LOG OFF IMMEDIATEL'Y f you do nof consent 10 the
condtions in this notice
GOILTE 554 504 Low Brosgran presvices curmon! policy information on specifid partfalins whis simplifing ihoulands of data slerments 1 quithy

[einvide the information readad b ideniify, monior, and miiats policy Sxposuns,

NOTICE: To actess LAMP iaparts. plesse vial: Pitps Newsb 4ba govigh. Reponts ane posted madihiy and are svalabls bagnning with e
February 2013 gt

SBA S C5A Annourcements - List Updaled on DBONZO0NE 3:30PM

584 504 C3A Froguently Asked Quesiors - Last Upciaind on (5247015 B57AM
SBA 504 Loan Programs - Paid Off Loses

S04 504 Certified Development Compary Loan Program
DG Onling: Enrelizwint Foim

COC Onling: Enrcliment Form for S84 Disinct Ofices - Laad Updabed on DE03R018 222PM
Authaiization Agieamint fof Pra-sutharization Paymen |Crede)
Authorization Agresmen for Pre-authorzation Peymend (Debd)
S84 Form 1505 S04 hote (GO Loans)

SBA Fom 1508 Senvizing

Certiled Development Companies Lisiing fink o SBA sile)
Work-up Ringues! Fom

COG 504 Assumption Control Werkahest

COG: 504 Parymant Aduustment Request Fomn

COG 504 Dehermnt and Cale hap Form

Saiion B0 ARRA - 584 First Lien Poaifion 504 Loan Pooling Program
Foem 2601 Firs! Linn Peaion S04 Loan Pucd Gusranine Agreerant

Form 2802 Form of Detnched As

Foarrm 24013 Applieation for Poal of Section S04 First Morigade Loan inbenesiy
Fool Orgnaton for 504 First Morigage Loan Pocl FULF) Progmm

Firat Lien Position 534 Loan Pooling Progeam Program Gude

FMLP Cartifi.nte Sampls

SEA Information Mobice: 5000- 1172 504 First Morigage Loan Pool Program Fees Effective On October 12010
FMLP Program Authorization Apreemeet ior Prasuthiezed Paymant - Debi
FMLF Program Authorization Apresment for Presuthorized Fayment - Credit
FMLP Enmlimest Form

FMLP Loan Detail
Ty o ity b5 funced by the L. 5. Small Business Adminisdadion {SBA) under coniract mamber SBAHG-12-R.0008. SBA's funding i nof an

encorsement of the contractir or any products, opinions of services. Al 584 programs are &xdended fo he putlic on 8 nonuEscrmnalon’
[
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B. After signing in with a username and password, the user will be directed to the secure
CDC Online system, with access to loan-level data and reports.

U5, Sraoll Busingss Admiriitrorian

CDC Online

Your Small Business Resovree

1 2 3 4
504 Prepayment | Oplions | Melp | Contsetls | Logol {nmemes)

5
Payments as of: July 22, 2016 6 Lean Detail  GoaLTL) |

7 .
Status of Portfolic  Status of Portfolio - HonCument  Application of Funds  Loans with no ACHbank  ACH Reject 45 Days Delinquent 65 Days
Defsult  Payout Statement  Funding  Other Repoms  1098/Annual Statement(s)

Welcome - S8k Download Reports 8
B Report download menu

1. 504 Prepayment - Provides options for requesting prepayment estimates,
scheduling prepayment dates, generating letters and reports related to
prepayments, and identifying the CDC contact name for prepayment
information. Details for each option are described in Section C below.

Options - Provides access to the password reset screen.
Help - Provides information on browser errors.

Contact Us - Provides Wells Fargo contact information.

o~ w0 N

Loan Detail - Provides access to individual loan histories (loan number should
be entered in the blank box). Details regarding the loan history statement are
described in Section D below.

6. Payments as of - Indicates the date the data was updated in the loan history
screen.

7. Reports Section - Shows reports which can be pulled up online. Details for
each report are described in the next chapter.

8. Report Download Menu - Provides a list of reports which can be downloaded in
txt or xIs format. Details for each report are described in the next chapter.
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C. Options available under "504 Prepayment"

1. Request--Hover over the text to see options for "New", "Edit", "Delete"

.5, Smoll Business fdminisfration

CDC Online

Your Small Besiness Resovrce

CDC Onling Home | Request | Letters  Repons  Options  Logor (S

HNiw
Edit
Delete

Schedule a Loan to Prepay

Piease anter a Loan Number * :
Prepayment Date *

Request Type”  [Prapayment Actual ~|

GO (ALT G)

Effective February 4, 2005, S0A has eliminated the requinerment for good faih deposts on S04 kans.
As of this date, the dapasit is no lnger necessany for a 504 loan 1o prepay.

54

a. New:

1. Enterloan number and prepayment date (if
applicable--3rd Thursday of the month), then
select from the following options:

a. Prepayment Actual: Select this option to
schedule a prepayment;

b. Prepayment Estimate as of: Select this
option to obtain a prepayment estimate
amount.

2. Afterclicking "Go," the following screen will
appear:




COC Orsirs Hesni

Lthads

Fobquest

CDC Online

Reports  Options

Logol! (MRENN

504 Prepayment - Prepayment Actual Request Edit

C3C email Adaress;
Fhaone:

Fax:

From";

Phoss* |

Fax*

Ermpd Address "

oraszon
Wric-Lin Conirel

|

135107
2124230104

Request lor information on the following loan;

Lean Humbar:
Original Amount:
coc;

COC Name
Program;

SEC Name
Issus Date:
Semi-Annual Date:
Prapay Date
GFD Regquired:
Satas":

(GFD Recaivid:

o]

quest Type{s):

Prepayment Actual

L

s

L]

—

LT
E—
|

D 2018

|08haa018

He

[Senet V]

Mo W

* Prepayment Estimate a3 of

Piease enter Details:

Pisase complete the required informartion s that your reguest vill be processad as quicidy a3 possibie. Thank you

® Inchicains reguined T

a. Fillinthe CDC contact information and confirm the
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details in the work-up screen, then select "OK" at
the bottom of the screen. The data will not be
saved and a prepayment will not be scheduled if
"OK" is not selected.

b. Afterselecting "OK" a message should appear
indicating the data was saved.

c. Afterclicking "OK" underneath the text "Record is
saved," the Confirmation Letter will appear on
screen if the Request Type selected was
"Prepayment Actual."

b. Edit - The edit option provides the user the ability to edit
information regarding a Request (shown above)
previously submitted.

c. Delete - The delete option provides the user the ability to
delete a Request (shown above) previously submitted.

2. Letters - Hover over the text to see options for "Prepayment
Confirmation Letter," "Prepayment Cancellation Letter," "Work-up
Cover Letter," "Transcript History," and "Prepayment Release Letter."

U5, Small Business Administration

CDC Online

Your Small Business Resource

CDC Online Home Request Letters Reports. Options. Logoff (.

Prepayment Confirmation Letter
Prepayment Cancellation Letter
Work-up Cover Letter
Transcript History

Prepayment Release Letter

Get Prepayvment Confirmation Letter
Please enter a Loan Number * :
Prepayment Date * 1
Request Type * Prepayment Actual v

GO (ALT G)

Effective February 4, 2008, SBA has eliminated the reguirement for good faith deposits on 504 loans.
As of this date, the deposit 12 no longer necessary for a 504 lean to prepay.




a. Prepayment Confirmation Letter - Generated when user has scheduled
a prepayment. User enters loan number, scheduled prepayment date,
and "Prepayment Actual" under Request Type. The letter does not
include prepayment amounts, but confirms the prepayment date and
provides wiring instructions.
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W5, Sl i Adiinl st

CDC Online

Your Bmif] Busieesi Resovite

COC Onfine Home ~ Request  Letiers  Repors  Options  Logoll (VY

Y e

Contral Humber: SR

Welli Farge Basi MA

Corml Sarveng Agier

504 Program

ORZ O Annagels Read

Colambia, MD 210431651

Az 0 Comal Satvieny

Juty 28, 208

Re: Cesfirmution of Establishment of S Prepayment
Duar COC

Pt 1 your request. § prplymet dase of 0RE 2012 had besn astabiiihed for the Bolowing debenture

Loan Humber IR
SEC

Goed Fuith Deposit Required WO

BCALCULATIONS WILL INCLUDE ALL MONTHLY PAYMENTS SCHEDULED LUP TO AND INCLUDING THE ORE DUE ON THE SEMIAMKUAL DATE FOLLOWING THE ABOVE PREPAYMENT DATE™

IMPORTANT

Edlactive February 4, 20108, the Good Faith Deposit is no longer requined %0 obtain an acsl prepayment caiculation

1. On the soxth basiness day of the prepaymant month, the pregayment amoun can be  obtained dom t website bry the COC scheduling the prepayment

2. Th guoted prapaymant amount must be wined pursusnt i the following insinuction
Direct to:

Wells Farge Bank, NA

420 Monigomery Strest

Son Francaes. CARAIDY

ABA I

Beneficiary Azcount . IEEINREP

Beneficiary Account Mams: SBA 304 Master Deposit Account

ReferenceiLoand__  [ingeet S0 Lean )
Borrower Name: [t Borrower rame]
Attn: SBA 500

Noti: The kan fusbar and SBC'S name Susl be Pohded it e wie

Nt Thi loas fumber 1nd SBCS RSt Hujt b wchoded i the v 3 If the hoadi It 022 bdivid 08 the prapiyman! disk. 1 Ay bi Reckiidey 1o fschidie the Soeglymit fod the it Bvadible
date Ardonal funds may b reguned B CoMplE N TANSICION 30 SOMESE T PTayRE 10U ha Iy QUESSONS CoRmct your Custimar Service Rpreti

£0¢ Fan nussber: IR




Prepayment Cancellation Letter

1. Inorder to generate a Prepayment Cancellation Letter, the user
first needs to go to "Request," "Edit," and enter the loan number,
prepayment date, and prepayment actual from the drop-down. In
the next screen, the user should select "Cancelled" from the
Status drop-down.

CDC Online

Taur Smoll Business Resouree

COC Oniine Home Request Letters Reports Options Logof [

504 Prepavment - Prepavment Actual Request Edit

Date: Q7252019
To:  WorkeUp Control

C5C email Address:  sba3dcsafwellsfarpo. com

Email Address " :

Request for information on the following loan:

Loan Humber:  RRMRAMNANN
Original Amount: SNSRI
CDC: -
COCName  EMNEEEN

Program: 504
SBC Hame: GG
tssus Date: ey
Semi-Anmual Date: Moy, 2098

Frepay Date 52152018

GFD Required:  ho
p—
GFD Received:  No

Prepayment Actual @ Prepayment Estimate as of

Please enter Details: |
Flease complete the required information 8o that your nequest will be processed as quickly as poasitle Thack you

= Indicates requined field
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c. Once the request has been processed, the user can generate the letter.

+5. Small Business Administratian

CDC Online

CDC Online Home Request Letters Reports Options Logof! (miemmebtemts

Prepayment Cancellation Notice

Wells Fargo Bank, N.A.
Ceniral Servicing Agent
504 Program

9062 Old Annapolis Road
Columbia, MD 21045-1951
Afttn: 504 Central Servicing

I

—

At C—

July 25, 2016

Re: Notice of Prepayment Cancellation

Dear CDC:

Chapter 11, section 3.c of SOP 50 50 4 requires a borrower to remit a $1,000.00 non-refundable
Good Faith Deposit. Wells Fargo. has not received the reguired

§1,000.00 non-refundable Good Faith Deposit for the loan listed below,

Loan Number
sec

Prepayment Date: 101172013
If you have any questions contact your Customer Service Representative.

Sincerely,

Wells Fargo Bank, NLA.

SBA 504 Cenfral Servicing Agent
SBAS04CSA@wellsfargo.com
1-855-572-1637

CDC Fax number: SRihReaaim




d. Work-up Cover Letter - The workup cover letter shows the details of the
prepayment estimate or the actual prepayment amount, if applicable.
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Prepayment Work up cover Letter

Woells Fargo Bank, M.A.

Central Servicing Agsnt

504 Program

8032 Old Annapolis Road

Columibiz, MO 21045-1851

Attn: 504 Central Senvicing

VOLUNTARY PREFAYMEMNT ESTIMATE OF 504 LOAN WORK-UP
Juby 25, 2018

ATTH: I
CDC: mimaaly SRR

Fax: I

The estimats was calculsted using the below list=d dats.

Loan Humber _
seC
Effective Dats Aug 18,2015
Balance at Next Semi-Annual Date 584,123 28
Principal 353885
Interest 42703

FEES

CS5A §7.28
cbhC $45.51
SBA §13.98
Late §0.00

Fees Due  $66.77
Amount Past Due £41.034.65
Months To Semi-Annual Date 3

Total Payments Due(Months x Monthly §3,103.95
Payment Amount)

Less CDC Service Fees(Months x Monthly £136.53
COC Fee Amount)

Net Amount OF Maonthly Payments £2.967.42
Less Met Amount of Unallocated Funds £0.01

Recoverable Expenses and/or Prepayment 50,00
Prremium

Less Good Faith Deposit £0.00

Amount Due To Prepay Loan $88,131.34

THE ABOWE AMOUNT IS OMNLY AN ESTIMATE AND SHOULD NOT BE USED TO.
DETERMINE THE EXACT AMOUNT THAT WILL BE REQUIRED TO PREPAY THE LOAM.
AN ACTUAL FREPAYMENT DATE MUST BE ESTABLISHED IN ORDER TO PREPAY THE
LOAN.




e. Transcript History - The Transcript of Account and Payment History
shows the application of the last payment received, accrued amounts
since the last payment, and the detail of payments due until the next
semi-annual date.

CDC Online

COC Dniliss Home Riequast Lemers  Reparts  Optiees  Leged IR

TRANSCRIPT OF ACCOUNT AND PAYMENT HISTORY

s8C Kame: el

coc:  mmille

COC Number: IR Mote Fate: NN

Lown Humtsr,  (ANENT Dute Lait Payment  JulDs 2008 SA Duts: I

Issue Dute: NS Termof Loan: 20 S Payment I

Mabority Dabe:  May 01, 2028 Prepaymesd Date:  Aug 152012

| Application of Payment

Date Fayrant Received Frincigal Int SBA Fee COC Fas C3A Fes Late Fes oFE Excats Ame
Jail 05, 2015 103488 5373 408 1358 a8 728 1] 900 o0
Aug 18

Past Due Payments (accruals) From Last Payment Received

Prisipal Interest SEA Fers CDC Fees. CEA Fees Lats Feas

Accrued Balaries a5 arer 1258 5 TaE (-1
Total amount to bring loan cement 100400
Aemortaation schedule balance s

Pripal Interest SEA Fes COC Fee CEA Fee
Sap, W06 103408 28 a2 1288 “n b
Ot 201 100405 N 115 “n
N, 2016 103405 R0 LR “n
Totals dor to SA date 183808 4104 1385 254

Debenture Information Provided By Wells Fargo Bank, NA.

PRINCIPAL BALANCE OF DEBENTURE AT KEXT SEMILANNUAL DATE 55188281
PREPAYMENT PREMIUM RATE  0000%
AMOUNT 3000
LISTED ABCVE 15 A FREPAYMENT TRANSCRIFT OF ACDOUNT' AS OF THE DATES INDICATED TAKEN FROM THE RECORDS OF WELLS FARGD
s o uare S 2 & the COC'S rescensitity to colecs Saymants I rawet abar th obmasasn of the ctual Soacaymant e and wark-g

Pragansd by D
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f. Prepayment Release Letter - The letter can be generated within 2-3
days following the prepayment of the loan. The CDC should forward the
letter to the SBA Loan Servicing Center.

W5, Smak Businass Adminlitresion

CDC Online

Your $moll Business Resource

COC Online Home  Request  Leters  Reports  Oplions  Logof (RN

Prepayment Release Letter

Wedls Fargo Bank, NA

Central Senncit W'.

204 Program N

2042 Old Annapols Road

Columbia, MD 21045-1851

At 504 Central Servicing

U5 Small Business Administration

Fresno Center

£01 R Swrewt, Suse 101

Fresno, CA 83721

July 25, 2008

Adtm; Paid in Full Department

Fax. -

RE: Receipt of Funds and Release of 504 Note
Losn Number: I

Dear Paid in Full Department

Wiells Fango has receved poapayment on the balow lissed loan and it was paid in full
Loan Number: I

61
Amount: S

SIA date; Octcber 012018

COC:

Al Bens and'or documents may be reiased

The eriginal Debenture vl be returned to the Canified Developmant Company by the Trustiee vhen the debentune @ paid in full 5t the nist seri-anmull payment date

1f you have any questions o resd any addtional information please contset your Customer Senvice Representative

14848721837

Co I
Fac ([

2. Reports: Hover over the text to select one of the following options:

a. Scheduled for Prepayment: Shows all loans for which the
CDC has scheduled a prepayment date with the CSA.
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115, Senall Business Administeation
CDC Online
Your Small Business Resovrce
COC Online Home Request Latters Reports Options Logofl (bt
Scheduled for Prepayment
Closed Scheduled
Cancelied
Non.current Loans
Scheduled Payoff Dollars
Scheduled P ts by /A Dat
cheduled Prepayments by - Prepayment as of July 26, 2016
504 = G i— 08N82016 N Cpen
504 T Sl 081812016 N Open
504 e ————EEE 081372016 N Open

b. Closed Scheduled: Aftera CDC views the Work-up Cover
Letter, the loan will move from the Open Scheduled list to the
Closed Scheduled list. This does not mean that the loan has
prepaid, only that the Work-up has been accessed.

14, Small Buysirass Adrind rrrian

CDC Online

Yaur Small Busines Resouree

CDC Onling Home  Request  Letiers  Reports  Opiions  Logof maE

Loans Scheduled for Prepavment and Closed as of November 01, 2016

Loan Numbsr Bomower's Nami Propayment Date GFD Received

Loan Program

c. Canceled: Shows loans which were scheduled for prepayment
and subsequently canceled.
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1.5, Smoll Bysinany Admirivirotion

CDC Online

Tour Small Business Resource

COC Online Home Request Letiers Reporis Oplions Logofl (nieikbey

Loans cancelled as of November 01, 2016

-
— I A — il

d. Non-current: Identifies loans currently scheduled for prepayment
which are non-current.

LS, Small Business Admiristration

CDC Online

Four Small Business Resauvrce

COC Onling Home Request Lettirs Répons Options Logoft | n——"y

Non-current loans as of July 25, 2016

Loan o Borow' Name
e — 0aMENE
—

L] ——
I R L] DAME2018

3. Options: Provides the user the option to edit the CDC email contact
information.



D. Loan Detail Information

1. Enter the loan number in the box next to the Loan Detail label and select "Go."

] 771,849.42
NO 11/30/2014
e 2,040, 34
e | 2,410.78
ACTIVE 5,423.96
792,000.00 771,849 42
3.16225 11/30/2014
0d/16,/ 2014 11/30/2014
04/01/2034 04/01/ 2034
L J:T1 T CURR AMT NEEDED: 0.00
| pER
I

I P ROPERTIES LLC;
B ST

I

AZ

L]

r A 12/02/2014 5,423.96 0.00 494,24 66.00 412.50 2,040.24 2,410.78 0.00 0.00 771,849.42

A 11/04/2014 5,423.96 0.00 494.34 66.00 412.50 2,046.67 2,404.45 0.00 0.00 0.00 774,260.20
A 10/02/2014 5,423.96 0.00 494.34 66.00 412.50 2,052.99 2,398.13 0.00 0.00 0.00 776,664.65
A 08/03/2014 5,423.96 0.00 494.24 65.00 412.50 2,059.30 2,391.82 0.00 0.00 0.00 779,062.78
A 08/04/2014 5,423.96 0.00 494,34 66,00 412.50 2,065.58 2,385.54 0.00 0.00 0.00 781,454.60

2. Explanation of items in the Loan Detail (current loan):

a. Refinanced - Indicates where loan was funded under ARRA Refinance
program.

b. Loan Status - Indicates whether loan is Active, Prepaid, Paid Off
(matured), or Accelerated.

Note Principal - Original balance of the loan.

Note Rate - Rate stated on the 504 Note. The 504 note rate does not
include the impact of fees (the effective rate).

e. ACH information - Shows the bank, routing number, and account
number from which payments will be debited monthly.

f. Borrower information - Identifies the borrowing entity and mailing
address for the borrower.

g. Principal Left - Indicates the principal balance per the amortization
schedule as of the amortization date in the next field.
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. Amort Date - Identifies the date in the amortization schedule which

should match the current loan balance and fee dates (if the loan is
current).

i. Amort Interest - Reflects the amount of interest that should have been

applied in the most recent payment per the amortization schedule as of
the Amort Date above (assuming the loan is current).

j. Amort Principal - Reflects the amount of principal that should have been

applied in the most recent payment per the amortization schedule as of
the Amort Date above (assuming the loan is current).

. Amort Payment - Reflects the total payment amount including fees that

should have been applied in the most recent payment per the
amortization schedule as of the Amort Date above (assuming the loan
is current).

Note Balance - Shows the current balance of the note and should match

. the most recent entry in the balance column of the payment details.

Fee Paid Date - Indicates the date through which fees have been paid.

' The date should match the Amort Date if the loan is current.

Interest Date - Indicates the date through which interest has been paid.

. The date should match the Amort Date if the loan is current.

Curr Loan Date - Shows the maturity date of the loan.

Curr Amount Needed - Shows the amount required to bring the loan
current. If $0.00 is shown, then the loan is current. The amount shown
includes late fees.

. W-9 Information - Reflects the name, Tax ID, and address information

which will be used for tax reporting purposes. In most cases, the W-9
information matches the borrower information.

Payment Details - Shows the history of payments on the loan and how
each payment was applied. Payments are identified by the following
abbreviations:

1. A: ACH payment;
. AR: ACH reject;
. W: Wired payment;

2

3

4. C: Check payment;

5. X: Adjustment or returned check; or
6

CC: System adjustment performed at the mainframe level.



3. Explanation of items shown on a non-current loan:

1,119,000.00

1 803,792.67 b
NO 11/30/2014
| 4,140.48
] 3,959.06
ACTIVE 8,825.97

827,219.75 C

_ SECURITY BANK OF CALIFORNIA CURR AMT NEEDED: 36,926.15 f
 acmourne: oweusiness cons:
[re———  wosnm, —

12/15/2014 726.43 0.00 152.10 79.22 495.11 0.0 827,219.75

C 11/07/2014 8,825.97 0.00 304.20 158.44 990.22 7,350.01 23.10 0.00 0.00 0.00 827,219.75

E C 09/02/2014 8,825.97 0.00 456.30 237.60 1,485.33 6,643.31 3.37 0.00 0.00 0.00 827,242.85
W 06/20/2014 18,554.12 1,452.86 0.00 0.00 0.00 8,559.34 7,659.32 882.60 0.00 0.00 827,246.22

CC 06/05/2014 1,452.86 1,452.86 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 834,905.54

" AR 06/03/2014 1,452.86 726.43 152.10 79.22 495.11 0.00 0.00 0.00 0.00 0.00 834,905.54
AR 05/02/2014 726.43 0.00 152.10 79.22 495.11 0.00 0.00 0.00 0.00 0.00 834,905.54

C 04/18/2014 21,072.94 0.00 0.00 0.00 0.00 0.00 19,749.04 1,323.90 0.00 0.00 834,905.54

A 04/02/2014 8,825.97 0.00 152.10 79.22 495.11 4,399.87 3,699.67 0.00 0.00 0.00 854,654.58

a. ACH Information - If the loan is not current and no longer on ACH, the
ACH information will be blank.

b. Principal Left - This amount will show what the remaining principal would be if

the loan were current as of the Amort Date and will be lower than the Note

Balance for a non-current loan.

c. Note Balance - Shows the actual balance of the loan.

Fee Paid Date - Shows the date through which fees are paid. The number of

months between the Amort Date and the Fee Paid Date reflects the number of
months of fees past due.

Interest Date - Shows the date through which interest is paid. The number of
days between the Amort Date and the Interest Date reflects the number of
days of past due interest.

Curr Amt Needed - Shows the amount the borrower would have to pay to bring
the loan current (to the Amort Date).
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g. The application of funds for the payment made September 2014 - Shows that
three months of fees were paid, with the remainder to past due interest until not
enough funds remained for a day's worth of interest.

h. Funds are posted to DFB (Due From Borrower) fees when an adjustment is
made to reverse a payment (ACH reject, bounced check, etc) that included
payment of fees. The DFB is created to track fees that were paid to all parties
(SBA, CDC, CSA) prior to the reversal of the payment. When a DFB is
created, the next payment will be applied to any outstanding DFB's prior to
application to any other amounts due.

E. Reports are described in detail in the next chapter.



1. Revision History*

Section Revision Description Date

N/A Original Published Guidelines 4/1/2015

*Table above indicates revisions and updates made to Manual
2. Responsibilities

A. The CSA s responsible for the maintenance and operation of the SBA's mainframe-based
computer system and CDC Online to properly account for and report all transactions. All
software and technical data are the property of SBA, including new software and upgrades.

B. The CSAis responsible for providing CDCs and the SBA access to CDC Online, which
houses the five-day, 15-day, 45-day, and 65-day delinquency reports, was well as the
CDC Status of Portfolio Report, Non-Current Report, and Application of Funds Report.

C. The CSAis responsible for providing the CDC with a statement of interest expense paid
during the year and the loan balance at the end of the calendar year for each borrower
serviced by the CDC.

D. The CSA s responsible for complying with tax reporting requirements as they relate to
IRS Form 1098 and 1099 reporting.

3. General Reporting Information
A. The following reports are generated once per month:
Status of Portfolio;
Status of Portfolio-NonCurrent;
Application of Funds;
Funding Statement;
Amortization Schedules;
Funding-Conformed Copies;
45 Days Delinquent;
65 Days Default; and

Late Fee Assessed.

© ® N o g M w0 D =

—
©

Late Fees Disbursed

—_
—_

Late Report
Loans with no ACH
Float Report

PR N
w N
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. The following reports are generated multiple times each month based on activity:

1. ACH Reject; and
2. Payout Statement.

. The statement name used in reports (other than 1098 tax statements) is derived from the

"Statement Name" identified by the CDC in the Servicing Agent Agreement. If the Statement
Name is blank, the borrower name is used. The CDC may request a change in the statement
name by sending an email to the CSA.

Reports provided by the CSA to the SBA will show the borrower name rather than the
Statement Name.

Some reports include a column for "escrow" or "unallocated". If an amount is shown in the
unallocated account in a report, it is the CDC's responsibility to communicate with the

CSA to determine the disposition of the funds. Typically funds are held in unallocated when
funds sent by the borrower did not satisfy all payment categories, or an excess was paid on a
delinquent loan.

. Accessing a report by clicking directly on the report name displays the data in a web browser
and provides an option to export to txt or Excel. Accessing a report by clicking on the "Report
Download" menu sends the data directly to the desired output. The Report Download option
is available for the Status of Portfolio, Application of Funds, 45 Day Delinquent, and 65 Day
Default reports.

4. Reports

/2

A. Status of Portfolio

1. The Status of Portfolio Report is generated on the second of the month and reflects
information up to the end of the prior month. For example, the report generated
October 2 will show information as of September 30.

2. The report shows the loan balance for all loans in the CDC's portfolio (excluding
repurchased loans), sorted by loan name. Information includes the monthly payment
amount and the loan status.

3. The report may be accessed either from the "Status of Portfolio" link near the top of
the screen or from the Report Download menu.

a. Ifthereport is accessed from the "Status of Portfolio" link, the loans will be
shown in increments of 10 loans. The user can change the number of loans
displayed per page to 20, 50, or 100



(kakr: DG TR
Region
COx

S0 PROGRAM
STATUS OF PORTFOLIO

LEGEND:
= E=Number of months

deknguant
= "=0ver nine months
- debrequont
Downicad oot B (o) B 4 | o L=Lalo Foe Only
+ D=Dedorred
= C=Caich Up Pencd

Resulty Per Page: 12130 | 30| w0 | WEXT 10 RECORDS

|| = P=Aute Paydown
= A=Frve Your Broak

i Lode hutee for Loan Deta

CRSTRICT MAMES NN 0:STRCT CFFICE U8 58 MORTHLY PAYMENT: 27147 1
PROGRAM WUMBER- < SBA FEE: 4229
RECSOR: CEAFEE: 1330
CC LAl R - COCFIN: 4
DiFF TOESCROW: 000
TOTAL FDE DUE: 13545
MTERE ST DUE: &2 15
PEMCIPAL DUE: 118500
LATE FEE DUE: 000
MAT DATE: 020%000 TOTALDUE: 217 m
LAST PAYMENT DATE: 070520 PRIRCIPAL LEFT: 173,344 71
LN ABSOUNT: 00 000 03 STATUS:

FSSUE DATE: 001 50004

b. 1. The user may click on aloan number to view the Loan Detail for the
loan. The user also has the option to print or download the report from
the screen.

2. The Last Payment Date will only show the payments made through end
of the prior month. To see if a payment was made subsequent to the
last payment date, the user should view the loan detail.

Status abbreviations are defined at the top of the report page.
The print button will open a window with a printer-friendly report.

In order to further sort or group the data, the user may export to Excel or
to a text file.
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c. Ifthereport is accessed from the Report menu, the user will select from xIs or
txt format and save the report download.

A B € D E E G H I 1 K L M N o P Q R S T u v w X
1 [sod_num |district_n:cdc_regioicdc_num cdc_name program_tsba_loan_statement issue_date maturity_dalast_pym_loan_amo monthly_gsba_fee csa_fee cdc_fee diff_to_estotal_fee_interest_dprincipal_ate_fee_(total_due principal_status
2 900 SACRAME 9 24 CDC SMAL 4 9 S s 10/1/2027 9/3/2014 440000 3289.55 5.66 3145 196.56 0 23367 160843 4578.66 0 6420.76 341750 C
3 900 LOS ANGE 3 24 CDC SMAL 4 9 [BE, ##ssiis#  12/1/2033 9/3/2014 841000 5625.7  272.62 70.08  438.02 0 78072 234178 2503.2 0 5625.7 817990
4 900 SANTA AN 9 24 CDC SMAL 4 CC 1/17/2007  1/1/2027 9/3/2014 459000 3417.01 61.57 32.07 200.42 0 294.06 151526 1607.69 0 3417.01 336993
5 900 PHOENIX | 9 24 CDC SMAL 4 TC 6/11/2014  6/1/2034 9/3/2014 233000 1618.64 182.03 19.42 12135 o 322.8 58447 71137 0 1618.64 230680
6 900 SANTA AN 9 24 CDC SMAL 4 U #E 10/1/2020 9/3/2014 201000 1729.86 67.44 11.24 70.25 0 14893 560.16 1020.77 0 1729.86 93198.4
7 900 SANTA AN 3 24 CDC SMAL 4 \GI 5/13/1998 5/1/2018 9/3/2014 162000 1269.61 38.99 5.03 3145 o 75.47 24281  951.33 0 1269.61 45820.2
8 900 LOS ANGE 9 24 CDC SMAL 4 OT 9/14/2011  9/1/2031 9/3/2014 1495000 10043.4 933.13 124.58  778.65 0 183636 3190.15 5016.85 0 10043.4 1320662
9 900 LOS ANGE 9 24 CDC SMAL 4 LL 2/16/2005 2/1/2025 ####### 1106000 7953.32  300.04 76.35  477.16 0 85355 274172 4358.05 0 7953.32 700862
10 900 SANTA AN 9 24 CDC SMAL 4 RC 8/17/2011 8/1/2031 9/3/2014 573000 3976.54  357.65 47.75  298.44 0 703.84 141262 1860.08 0 3976.54 506844
11 900 LOS ANGE 3 24 CDC SMAL 4 S, 5/14/2008 5/1/2028 9/3/2014 542000 4023.63 6.84. 37.99 23745 0 28228 1989.98 1751.37 203.85 4227.48 428961 L
12 900 SANTA AN 9 24 CDC SMAL 4 AL ##E##EEE 11/1/2032 9/3/2014 742000 4926.08  682.02 61.83  386.46 0 113031 1216.02 2579.75 0 4926.08 685817
13 900 LOS ANGE 9 24 CDC SMAL 4 , I 8/15/2007  8/1/2027 9/3/2014 4000000 30362.1 50.71 281.7 1760.61 0 2093.02 14982 13287.1 0 30362.1 3068391
14 900 SANTA AN 9 24 CDC SMAL 4 Ol 6/15/2011 6/1/2031 9/3/2014 283000 2019.99 176.64 23.58 1474 0 34762 776 896.37 0 2019.99 249716
15 900 LEGAL DIV 3 24 CDC SMAL 4 | IN 6/15/2011  6/1/2031 9/3/2014 1382000 9864.37 862.6 11517 719.79 0 1697.56 3789.49 4377.32 0 9864.37 1219460
16 900 LOS ANGE 9 24 CDC SMAL 4 El s 11/1/2025 9/3/2014 258000 1944.19 51.95 18.04 112.75 0 18274 800.19 961.26 0 194419 1
17 900 LOS ANGE 9 24 CDC SMAL 4 ITEI 5/15/2013 5/1/2033 9/3/2014 1250000 7542.5 40521 104.17 651.04 0 1160.42 2074.13 4307.95 0 75425 1181068
18 900 LOS ANGE 9 24 CDC SMAL 4 O #H#######  10/1/2031 9/3/2014 376000 2509.31  234.69 3133 195.83 0 46185 779.3 1268.16 0 2509.31 333109
19 900 SANTA AN 3 24 CDC SMAL 4 El 5/14/2014 5/1/2034 9/3/2014 598000 4156.5 467.19 49.83 31146 0 82848 1500.1 1827.92 0 41565 590076
20 900 SAN DIEG¢ 9 24 CDC SMAL 4 AP ##f#####  10/1/2033 9/3/2014 407000 2905.41  317.97 33.92 21198 0 563.87 112251 1219.03 0 290541 393236
21 900 LOS ANGE 9 24 CDC SMAL 4 UL 8/13/2008  8/1/2028 9/3/2014 1894000 14651.2 28.13 13395 837.19 0 999.27 7798.7 5853.23 0 146512 1533957
22 900 SANTA AN 9 24 CDC SMAL 4 El #ass#aE  11/1/2031 9/3/2014 1719000 11564 1072.94 143.25 895.31 0 21115 3722 573047 o 11564 1530136
23 900 SANTA AN 3 24 CDC SMAL 4 LA s 11/1/2027 9/3/2014 111000 825.31 14 7.78 48.65 o 57.83  399.07 368.41 0 82531 857135
24 900 SANTA AN 9 24 CDC SMAL 4 LA ##ssssssg 10/1/2027 9/3/2014 143000  1067.7 1.81 10.03 62.7 o 7454 517.97  475.19 0 1067.7 110055
25 900 SAN DIEG( 9 24 CDC SMAL 4 AN 8/13/2008  8/1/2028 9/3/2014 811000 6273.56 12.04 57.36 35848 0 427.88 333936 2506.32 0 6273.56 656832
26 900 SAN DIEG¢ 9 24 CDC SMAL 4 EX 3/11/1998 3/1/2018 9/3/2014 175000 1377.35 4227 5.45 34.09 o 81.81 254.42 1041.12 0 1377.35 47629.5
27 900 SANTA AN 3 24 CDC SMAL 4 IMA sasasss#s  10/1/2021 9/3/2014 381000 2930.65 95.91 20.32 127 0 24323 90856 1778.86 0 2930.65 186715
28 900 SANTA AN 9 24 CDC SMAL 4 M #i  12/1/2032 9/3/2014 352000 2261.51 275 29.33 183.33 0 487.66 53422 1239.63 0 226151 326217
29 900 LOS ANGE 9 24 CDC SMAL 4 JA# 3/12/2008 3/1/2028 9/3/2014 296000 2198.69 4.36 2075 129.72 0 154.83 107819 965.67 0 2198.69 232420
30 900 LEGAL DIV 9 24 CDC SMAL 4 ES 7/14/2010  7/1/2030 9/3/2014 647000 4468.55 209.74 53.92 336.98 0 600.64 1766.84 2101.07 0 446855 549205
31 900 PHOENIX | 3 24 CDC SMAL 4 RT 7/17/2013  7/1/2033 9/3/2014 295000 2072.49  230.47 24.58  153.65 o 408.7 752.84  910.95 0 2072.49 282078
32 900 SACRAME 9 24 CDC SMAL 4 LY 5/17/2006 5/1/2026 9/3/2014 587000 4557.05 79.46 41.39 25867 0 37952 2087.33 2090.2 227.85 47849 420970 L
33 900 SAN DIEG( 9 24 CDC SMAL 4 INEI 6/11/2003  6/1/2023 9/2/2014 272000 1823.26 58.29 13.71 85.72 0 15772 504.83 1184.05 100 1946.6 146561
34 900 SANTA AN 9 24 CDC SMAL 4 VIl #E##EEE 12/1/2032 9/3/2014 269000 1765.36  247.26 2242 140.1 0 409.78 40826  947.32 0 176536 249299
35 900 SANTA AN 3 24 CDC SMAL 4 CC 8/15/2007  8/1/2027 9/3/2014 291000 2208.84 3.69 2049 128.08 0 15226 1089.94 966.64 0 2208.84 223225

B. Status of Portfolio-Noncurrent

1. The report may be accessed from the "Status of Portfolio-NonCurrent” link near the
top of the screen.

2. The report is generated on the 2nd of the month and reflects loans that were
noncurrent as of the end of the prior month.

3. The format of the report and export options are identical to the Status of Portfolio
report as described above in 4 A.3 a.

4. The number of payments the borrower is past due is derived by dividing the Total Due
less late fees by the Monthly Payment. The resulting number is rounded up to the
next number.



C. Application of Funds

Dabe: 08086
Region: 504 PROGRAM

COC: AFPPLICATION OF FUNDS

Resuits Per Page: 10 20 | 50 | 100 | NEXT 10 RECORDS

PRINT REPORT (ALT J) Download Report 2 (ais) Bl (o

“Chik Loan Mumber for Loan Detad

DISTRICT NAME: il CHSTRICT OFFICE U S 58
COC HAME: ]
LOAN NUMBER: L
RECEIVED DATE: OTMS2016
SBA FEE: 4“2

CSA FEE: 15,35

CDC FEE: 8593
INTEREST APPLIED: BT
PRINCIPAL APPLIED: 1,180,459
IDHFF TO ESCROW: 0.00

DISTRICT NAME: DS TRICT OFFICE U S S8

CDC NAME: R
LOAN NUMBER: —
RECEIVED DATE: OTRS2016

1. The report may be accessed either from the "Application of Funds" link near the top of
the screen or from the Report Download menu. The views and options are the same
as described for the Status of Portfolio.

2. The Application of Funds report is generated on the second of the month and reflects
information up to the end of the prior month. For example, a report generated on
October 2 will show information as of September 30.

3. Loans in the report are listed in alphabetical order by the Statement Name (as
identified in the Servicing Agent Agreement).

4. The report shows the payments applied to principal, interest, and fees for each loan in
the portfolio. It should be noted that the CDC fee reflects the gross CDC fee
(inclusive of SBA's 1/8th) and not the actual fee paid to the CDC.

5. The report will show late fees applied if applicable for the last payment, but will not
show late fees currently owed by the borrower.

6. If aborrower failed to make a payment during the month of the report, the loan will not
show in the report.

7. If aborrower's ACH payment rejected during the month of the report, the loan will
show on the report if the fees were advanced by the CSA (fees are advanced when
the borrower is on ACH unless the borrower is 2 payments past due).
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8. If a borrower makes more than one payment during the month or has an ACH reject
plus a wire/check, the loan will be shown twice in the report, once for each
transaction.

Loans with no ACH bank

504 Prepayment | Options | Help | Contact Us | Logoff Customer Service: 1-855-572-1637
Payments as of: October 27, 2014 Loan Detail E

Status of Portfolio » Status of Portfolio - NonCurrent  Application of Funds e €Loans with no ACH bank ACH Reject

45 Days Delinquent s 65 Days Default » Payout Statement ® Funding ¢ Other Reports *  1098/Annual Statement(s)

Loan with no ACH bank
TERRACE, LLC 38972
MONICA ZARATE 33986
'ORNIA INVESTMENTS 32481
NG,INC. 49624
PODIATRIC,INC. 21055
VICES, INC. 43891
ILE SYSTEMS, LLC 33944
ES,INC. 52476
TIES, LLC 50216
DINGS, LLC 36811
C 50146
& SHUZHI LIU 29790
ERS, LLC 31036
22664
D INC 40388
IOOL HOUSE, A 58043

—_

The report may be accessed from the "Loan with no ACH bank" link near the top of the
screen.

N

The report lists all loans in the CDC portfolio which are not currently paid via ACH.

w

The report is generated on the 2nd of each month and reflects loans that were not set
up on ACH as of the end of the prior month.



E. ACH Rejects

Payments as of; August 11, 2018 Loan Detail Erm

Shate of Porfols  Tlalus of PorBiolis . NonCurmen!  Apphcation of Tunds  Lodss wihno ACH bank  ACH Rapsct 45 Days Delinguen! 65 Days
Defaull  Papout Siiement  Fundng  Other Repors 1088 Anfead Statemenals]

504 PROGRAM
ACH REJECT REPORT

Rejecnen e | 022016 | | ERITNEN

ACH Reject Moathly
] $21284 20
Loan Toials: T 521254 1)

. T
2 BOH Repoit Dusly Ry - Inbiet Enplares ]

Dster! (BRI FHO0E.
Hegion g0 FROGRAM
O

ACH REJECT DATLY - 0 foz /2016

Ercrwmibod Rugent

Program | Loan (o Posting | Regecied

My M (] Admyimanl

——
L DS AU (300705 10L544  INBURFICIENT FUNDS
—

1. The report may be accessed from the "ACH Reject" link near the top of the screen.

2. Thereport is generated by the 5th of the month and reflects payments that rejected on
the 2nd of the month.

3. Additional reports may be generated during the month for any payments rejected
subsequent to the debit attempt.

4. The report lists each loan with a payment reject on the Rejected Date, indicates the
reason for the reject and whether or not the ACH has been deleted.

5. If the ACH has been deleted, the CDC should obtain a new executed debit
authorization form in order to reinstate the ACH. After two unsuccessful debits, the
ACH information is removed.
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F. 45 Days Delinquent

Date: 0BDE2016
Region: 504 PROGRAM

L0 45 DAYS DELINQUENT

Results Per Page: 10 | 20 | 50 | 100 |

PRINT REPORT (ALT J) Download Report ‘i(.:lm B (o

*Click Loan Mumber for Loan Detad

DISTRICT MAME: N S TRICT OFFICE U
REGION: -

CDC NUMBER: -
COC MAME: ]
BORROWER MAME: e
LOAN NUMBER: ]
AMOUNT DUE: 2457.76
PAYMENTS DUE: 210

1. The report may be accessed from the "45 Day Delinquent" link near the top of
the screen or the Download Reports menu.

2. Thereport lists all loans which were 45 days or more delinquent as of the end
of the prior month and includes the total amount due, the number of payments
due, the next semi-annual date, and whether or not the loan was funded under
the Debt Refi program.

3. For purposes of the report, 45 days delinquent is defined as 2 payments owed
as of the end of the prior month. For example, if a borrower did not pay in
August or September, the loan would appear on the report released on October

The report is generated on the 2nd of each month.
The user can click on aloan number to view the loan detail for a loan.

The report can be printed or downloaded to either Excel or a text file.

N L

The report is used by SBA to identify the loans requiring a quarterly 45-day
delinquency status report.

G. 65Days Delinquent

1. The report may be accessed from the "65 Day Delinquent” link near the top of the
screen or the Download Reports menu.

2. Thereport lists all loans which were 65 days or more delinquent as of the 20th of the
month or the first business day following the 20th. The report includes the same
information as the 45 day report.

3. Forpurposes of the report, 65 days delinquent is defined as 3 payments owed as of
the 20th of the month.

4. Thereport is generated on the 20th of each month.

User options are the same as described for the 45 day report.



6. Thereport is used by SBA to identify the loans which should be accelerated unless
the CDC has submitted a workout plan to SBA.

H. Payout Statement

Payout Statement - 10/10/2014

Print Report |
e T e

F CATERING,INC. $1,600,000.00 5166.66 5833.332

SERVICES, INC.  $133,000.00 $9.08 $45.42

OAST ERECTORS  $347,000.00 $36.14 $180.73

ON ADMINIST  $412,000.00 $84.05 $420.27 =

SCAN IMAGING  $270,000.00 $24.15 $120.78

HELI-FLITE, INC. $865,000.00 $90.10 $450.52

HEMH R OF OPTOMETR  $219,000.00 5$14.15 $70.76

PARTNERS, LLC $1,330,000.00 $113.87 $569.35

RACH PARTMNERS  $379,000.00 $34.72 $173.61
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[ARDO DBA: SYS  $278,000.00 $11.55 $57.75

PDS, PROFESSIO  $327,000.00 $68.12 $340.62 *

5]
w
[=]
o
w
—
I=
w
)
=

s

65002 MON D CORPORATION  $285,000.00 $29.68 $148.44

75000 ETIC PRODUCTS $1,186,000.00 $247.08 $1,235.42 *

P LIGHTING,INC.  $690,000.00 $62.46 $312.31

G TECHNOLOGY, $247,000.00 $23.02 $115.14

'S MEAT MARKET  $166,000.00 511.64 $58.21

SALIMAR,INC. $2,313,000.00 $240.93 $1,204.69

EXPERTS, INC. $166,000.00 $6.28 $31.42

E SHINE DENTAL $127,000.00 $26.45 $132.30 *

[Nl [« K=
(LN [N W=
(=]} =] of O
[« W= oo
(G S BN N=]
o

20

e B

o

1. The report may be accessed from the "Payout Statement” link near the top of the
screen.

2. The report shows the funds paid to the CDC on the date of the report, net of the SBA's
portion of the CDC fee.

3. Thereport is generated on the 2nd day of the month for all loans on ACH, but may be
issued multiple times per month based on the receipt of additional loan payments. For
payments received throughout the month, the CSA typically pays out the fees to the
CDC on the Friday following receipt of the payment. If a payment is received during
the week and the month ends prior to Friday, payment will be made on the last day of
the month.

[. Funding

1. Reports related to the monthly fundings may be accessed from the "Funding" link near
the top of the screen.
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2. Options under Funding:

a. Amortization Schedule - User enters the funding date to generate the
amortization schedules for the loans funded on the funding date. The debenture
amortization schedule and prepay premium schedule are emailed to the CDC.
The CDC should send a copy of the note amortization schedule to the

borrower.

PRINT (ALT G)
(Frinter figndly versian) Amortization Schedule - July 2016 Top *
- - —— - ]
Borrower IS Amount SEREEREE  1-5 S202772
Issue Date Jul 13 16 Note Rate MENEENF: 6-10 5279428
CDC Number Sl Escrow  $2 30150 11-15 5264675
Loan Number Wi Term 20 Years 16-20 $2,483.07

m Interest Principal m cDC CSA Payment

AUG 16 001 $460.41  §1,83200 S450,167.91 §353.13  §23542 53767 S2,027.72
SEP16 002 $77018  $152232 S448B4550 S$35313 523542 S3ITET  S2027T72
OCT16 003 $77655  §152405 544712064 S35313 523542 S3767 S202772
NOV16 004 S7T7381  $152750 $44550305 S35313 $23542 S3767 8202772
DEC16 005 §77126  $1.53024 544406281 §35313 §23542 S3767 8202772

JANI1T 0DD6 §768.61 §1.53280 544252992 835313 §23542 83767 8292772
FEB1T 007 576596  §1.53554 544099438 §353.13 523542 83767 s29271.72
MAR 17 008 S763.30 $1,53320 43045618 §35313 $23542 S§3TET $2927.72

b. Conformed Copy - User enters the funding date to generate the conformed
copy of the Note. User can select all loans funded on the funding date or
individual loans. The conformed copy shows the note interest rate,

P&l amount, and monthly payment (blank in the signed version). The
CDC should provide a copy to the borrower.

c. Funding Statement - User enters the funding date to generate the list of loans
funded, showing the gross debenture, CDC fee, closing costs, balance to
borrower, and the amount of the 3rd party lender fee withheld from the CDC's
payment, if applicable.



Funding Statement - October 2014

Print Report
Debenture Balance To
Loan Number Borrower CDC Fee
54

%564,000.00 $8,190.00 %2,500.00 5959.00

$3,415.00

$816,000.00 $11,885.05 $2,500.00 $71.43

$5,320.00

$300,000.00 $4,344.00 $2,500.00 5184.00

$1,810.00

$1,500,000.00 $21,876.00 $2,500.00 5$286.00

$9,115.00

$298,000.00 $4,306.09 $2,500.00 5775.87
$1,794.20

$1,378,000.00 $20,091.00 $2,500.00 $451.50
$8,446.25

|
J. Other Reports

1. Miscellaneous Reports may be accessed from the "Other Reports" link near the top of
the screen.

2. Options under Other Reports

a. Float Report - User enters the float payment date to generate the details of the

float payment to the CDC.
May 08, 2013
T oo J
Semi-Annual Float Interest Payment for October 1, 2012 thru March 31, 2013
Pro rata share of the interest earned on your borrower's monthly payments .62
Pro rata share of the interest earned on your borrower's monthly prepayments .34
Balance due to the CDC Resulting from loan prepayments 190
ACH Credit Amount .86

An ACH credit for the above amount has been issued.
The Pro Rata calculation is based an the average daily balance maintained by borrower's during current period.

If you have any questions, please call Wells Fargo. at 1-855-572-1637.

1. The report and associated check or ACH credit (the CDC elects how
the float payment is received) are generated semi-annually, the 2nd
week of May and the 2nd week of November for periods ending March
31st and September 30th, respectively.
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2. Thefloat check is comprised of three components:

a. the CDC's prorata share of interest earned on the monthly
payments, held until the semi-annual debenture date

b. the CDC's prorata share of interest earned on loan prepayments,
held until the semi-annual debenture date

c. the difference between the outstanding note balance and the
outstanding debenture balance at the time of prepayment.

3. Funds related to the float are held in an escrow subaccount of the
Master Reserve Account (MRA) by the CSA. The CSA tracks each
loan for each CDC in the subaccount and is responsible for calculating
each CDC's prorata share of interest earned in the account.

b. Late Report - Displays payments not received by the 5th of the current month.

Payment Not Received by 5th - December Ol

Print Report | K Number Statement Name m
' I 53

M. INC, £4,5926.08
30

FORMING AND %2,158.69
LLC DBA %1,823.26
TH CARE 57, 748.50
NC. $10,858.04
PRODUCTS, IN £7.095.95
TRIC, IMNC. £3,630.62
, INC. %1,078.31
RS GROUP_INC %£3.217.84
YWSTEMS £13,485.78
FACTURING %3,043.23

c. Late Fee Assessed - User enters the payment month to view payments that
were not made by the 15th, resulting in the assessment of a late fee. If the 15th
falls on a weekend, the funds must be received on the Friday preceding the
15th. The CDC is responsible for notifying the borrower of a late fee and for
collecting the fee.

32



Late Fee Assessed Report - March 18, 2013
Statement Name Amount Due sl s
Assessed
6009 $6,255.35 $312.77
4010 $3,262.58 $163.13
6000 $10,176.59 $508.83
6009 RP $5,394.44  $269.72
6000 $3,111.87 $155.59
6005 $5,209.92  $260.50
6000 $3,818.29 $190.91
4010 S, CORP. $6,741.57 $337.08
6004 E $3,221.02 $161.05
4005 $9,800.56  $490.03
4000 $4,046.71 $202.34
6007 $1,316.55 $100.00
CDC Total $62,355.45 $3,151.95

d. Late Fees Disbursed-User selects a month from the dropdown menu to view
the late fees that were paid by borrowers during that month. The late fees
populated on the report will be disbursed to the CDC on the second business

day of the following month.

504 PROGRAM
LATE FEES DISBURSED REPORT

Downlosd Report 2 (.xis) Eltxt]

Late Fees Disbursed Report - July, 2016
COC: . ———

PRINT REPORT (ALT G)

7082016
080272012
02192013

SEA Number Horrower Date Incurred Date Collected|Amount] Status |
L

0122016 $502.69
071972016 $100.00
07192016 $100.00

K. Tax Information - Reports related to year-end reporting of interest and fees can be accessed
from the tax section at the top of the screen. Upon log-in, select the link named "1098/Annual

Statements."
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1.

1098 Individual Tax Forms
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a. User has the option to generate all 1098 forms for a given year or to select a
single loan.

b. 1098 tax forms are generated ONLY for qualifying borrowers per the IRS 1098
instructions. The basis for determining whether a borrower should receive a
1098 is the information provided in the W-9 form. Only qualifying borrowers are
individuals and sole proprietors.

1098 tax forms are sent directly from the CSA to the borrower.

d. The CDC can generate a copy of the 1098 by entering the tax date and the loan
number; or for all loans by leaving the loan number blank.

e. 1098 tax forms are typically available online after February 1.
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2. Annual Statements

WELLS FARGO BANK, ML
SEA 504 PROMRAM WAL
sz (LD ANNAPOLIS ROAD kg
MALT R1204-010 FARGO
COLUMELA, MI:0451951

ANNUALSTATEMENT

THE FOLLOWING IS THE INPORMATION AS [T AFPEARS 1IN OUR REDDRDE POR THE CALENDAR YEAR 2014
** THISE INFORMATION HAS NOT BEEN REPORETED TO THE INTERMAL EEVENUE SERVICE =

LAWK NUMBER: [t

NAME OF BORRIWER: I
TAX I NUMBER: OO KX 52

TOTAL INTEREST PATI: 435, 454.07

UIH KUTMBER:

— B

IF WL HAVE ANY QLUESTIONS (R REQUIRE ANY ADDITIONAL INFORMATION, PLEASE CALL YWLTR
CERTIFIED DEVELOPMENT COMPANY AT {(4a02) 663747,

FLEANE NOTE:

THE FOLLOWING DATA IS POR INFORMATION PURPIEES DMLY, PREFAYMENT OR PAYOFF AMOUNTS
SUET BE CDETAINED FROM YR CERETIFIED DEVELOPMENT COMPANY OR THE LFA. BMALL BUSINESS
ADMINIETRATION.

NOTE BALANCE AN OF DECEMBER 315T: 8707
CERTIFIED DEVELOPMENT COMPANY FEES PAID:  $2.Hn.300
SERVICING AGENT COMPANY FEES PAID: 4540
CINCOENCG SRA CUARANTEE FEE: 82 70

a. Annual statements are available for all borrowers that made payments during
the year. Annual statements show the total interest paid, fees paid, and the
balance of the loan as of 12/31.

b. Annual statements are not mailed by the CSA to the borrower. The
CDC should mail the annual statements to the borrowers.

c. The user can generate individual statements by entering the date and the loan



number, or all statements by leaving the loan number blank.
d. The annual statement has not been reported to the Internal Revenue Service.
3. Annual Statement Worksheet

a. The annual statement worksheet is generated by the CSA annually to show
the borrower name and tax ID as provided in the W-9 form for all borrowers in
the portfolio.

b. The worksheet identifies which borrowers qualify for receipt of the 1098 tax
form.

c. The CDC should review the worksheet annually to verify information.
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1. Current Loan - Sample Payment

A. Amortization Schedule

JAN 14 077 £15,551.89 s$12,717.20 $3,172,389.38 4$50.71 $1,760.61 $281.70 %$30,362.11
FEB 14 078 $15489.80 $12,779.29 $3,159,610.09 $50.71 £1,760.61 $281.70 %530,362.11
MAR 14 079 $15427.40 $12,841.69 $3,146,768.40 $530.71 51,760.61 $281.70 330,362.11
APR 14 080 3515,364.70 512,904.39 $3,133,864.01 $50.71 $1,760.61 $281.70 $30,362.11
MAY 14 081 515,301.69 $12,967.40 $3,120,896.61 $50.71 3$1,760.61 $281.70 530,362.11
JUN 14 082 $15,238.38 3$13,030.71 $3,107,865.90 $50.71 $1,760.61 $281.70 3$30,362.11
JuL 14 083 s$15,174.75 $13,094.34 $3,094,771.56 $50.71 $1,760.61 $281.70 s$30,362.11
AUG 14 084 $15,110.82 $13,158.27 %$3,081,613.29 $50.71 $1,760.61 $281.70 %$30,362.11
SEP 14 085 $15,046.57 $13,222.52 $3,068,390.77 $530.71 51,760.61 $281.70 %30,362.11

OCT 14 086 $14,982.01 s$13,287.08 %£3,055,103.69 %$50.71 £1,760.61 $281.70 %$30,362.11

NOV 14 087 $14,917.13 $13,351.96 $3,041,751.73 $50.71 51,760.61 $281.70 3530,362.11

Amortization Schedule - 2634 N
August 2007

[ Month |No | nterest_| Principal | _Balance | A |_cbC__|_CSA | Payment |

DEC 14 088 514,851.94 £13,417.15 $3,028,334.58 $530.71 51,760.61 $281.70 %30,362.11
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B. Loan Detail - For a current loan, the payment application in the loan detail should match the
payment detail shown in the loan amortization.

=2 N
|Ioi

ACTIVE
4,000,000.00
5.85923

08/15/2007

08/01/2027

- ——
XHK-XX-%183

JPMORGAN CHASE CURR AMT NEEDED:

N
3,041,751.73
10/30/2014
14,917.13
13,351.96
30,362.11
3,041,751.73
10/30/2014
10/30/2014
08/01/2027
0.00

1225 LOS ANGELES STREET
P
-

A 11/04/2014 30,362.11 50.71 281.70 1,760.61 14,917.13 13,351.96 3,041,751.73
A 10/02/2014 30,3%11 0.00 50.71 28]570 1,760.61 14,98&01 13,287.08 0.00 0.00 0.00 32,055,103.69
A 09/03/2014 30,362.11 0.00 50.71 281.70 1,760.61 15,046.57 13,222.52 0.00 0.00 0.00 3,068,390.77
A 08/04/2014 30,362.11 0.00 50.71 281.70 1,760.61 15,110.82 13,158.27 0.00 0.00 0.00 2,081,613.29
A 07/02/2014 30,362.11 0.00 50.71 281.70 1,760.61 15,174.75 13,094.34 0.00 0.00 0.00 3,094,771.56

C. Status Of Portfolio - The Status of Portfolio issued at the beginning of November reflects
activity up to the end of October. The details should match the payment made during October
in the Loan Detail. For a current loan, the ending balance should match the amortization
balance. The amounts due correlate to the payment due on November 1.

PROGRAM NUMBER: 4 CSA FEE: 281.70

CDC NAME: CDC I CDC FEE: 1,760.61

LOAN NUMBER: 2 s DIFF TO ESCROW: 0.00

| STATEMENTNAME:| | TOTAL FEE DUE: 2,003.02

ISSUE DATE: 08/15/2007 INTEREST DUE:  14,917.13

MAT DATE: 08/01/2027 PRINCIPAL DUE:  13,351.96

LAST PAYMENT DATE: 10/02/2014 LATE FEE DUE: 0.00

LOAN AMOUNT: 4,000,000.00 TOTAL DUE:  30,362.11

MONTHLY PAYMENT: 30,362.11 PRINCIPAL LEFT: 3,055,103.60
SBA FEE: 50.71 STATUS:

& TOTALS A TOP




D. Application of Funds - For a current loan, the statement shows the application of the payment
to principal, interest, and fees for the prior month and should correlate with the amortization
schedule (unless there was a previous delinquency on a fee-adjustment date). The amounts
are shown in the order of payment application.

DISTRICT NAME: M DISTRICT OFFICE U
CDC NAME: coc I
STATEMENT NAME: [
LOAN NUMBER: 263:

RECEIVED DATE: 10/02/2014
SBA FEE: 50.71

CSA FEE: 281.70

€DC FEE: 1,760.61

INTEREST APPLIED: 14,982.01
PRINCIPAL APPLIED: 13,287.08
DIFF TO ESCROW: 0.00
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2. Past Due Loan - Sample Payment

92

A. Amortization Schedule

cwon

Borrower [N ~TERING,INC.  Amount $1,600,00000 1-5 $10,858.04

Issue Date Apr 11 12 Note Rate 2.71610% 6 - 10 $10,409.73

CDC Number 05N Escrow $8,641.38 11- 15 $9,898.20

Loan Number INGEGGu_u_u 7 Term 20 Years 16- 20 $9,312.35

)
[ Monti [No | Tnterest | _Princpal | alance | SnA | GbC | GoA | Payment |
MAY 12 001 $2,414.31 $6,227.07 $1,593,772.93 $1,250.00 $833.33 $133.33 $10,858.04
JUN 12 002 $3,607.37 $5,034.01 $1,588,738.92 $1,250.00 $833.33 $133.33 $10,858.04
JuL12 003 $3,595.98 $5,045.40 $1,583,693.52 $1,250.00 $832.33 $133.33 $10,858.04
AUG 12 004 $3,584.56 $5,056.82 $1,578,636.70 $1,250.00 $833.33 $133.33 $10,858.04
SEP 12 005 $3,573.11 $5,068.27 $1,573,568.43 $1,250.00 $833.33 $133.33 $10,858.04
OCT 12 006 %3,561.64 $5,079.74 $1,568,488.69 $1,250.00 $833.33 $133.33 $10,858.04
NOV 12 007 $3,550.14 $5,091.24 $1,563,397.45 $1,250.00 $833.33 $133.33 $10,858.04
DEC 12 008 $3,538.62 $5,102.76 $1,558,294.69 $1,250.00 $832.33 $133.33 $10,858.04
JAN 13 009 $3,527.07 $5,114.31 $1,553,180.38 $1,250.00 $832.33 $133.33 $10,858.04
FEB 13 010 $3,515.49 $5,125.89 $1,548,054.49 $1,250.00 $832.33 $133.33 $10,858.04
MAR 13 011 $3,503.89 $5,137.49 $1,542,917.00 $1,250.00 $833.33 $133.33 $10,858.04
APR 13 012 $3,492.26 $5,149.12 $1,537,767.88 $1,250.00 $833.33 $133.33 $10,858.04
MAY 13 013 $3,480.61 $5,160.77 $1,532,607.11 $1,250.00 $833.33 $133.33 $10,858.04
JUN 13 014 $3,458.93 $5,172.45 $1,527,434.66 $1,250.00 $833.33 $133.33 $10,858.04
JUL13 015 $3,457.22 $5,184.16 $1,522,250.50 $1,250.00 $832.33 $133.33 $10,858.04
AUG 13 016 $3,445.49 $5,195.89 $1,517,054.61 $1,250.00 $833.33 $133.33 $10,858.04
SEP 13 017 $3,433.73 $5,207.65 $1,511,846.96 $1,250.00 $833.33 $133.33 $10,858.04
OCT 13 018 $3,421.94 $5,219.44 $1,506,627.52 $1,250.00 $833.33 $133.33 $10,858.04
NOV 13 019 $3,410.13 $5,231.25 $1,501,396.27 $1,250.00 $832.33 $133.33 $10,858.04
DEC 13 020 $3,398.29 $5,243.09 $1,496,153.18 $1,250.00 $833.33 $133.33 $10,858.04
JAN 14 021 $3,386.42 $5,254.96 $1,490,898.22 $1,250.00 $833.33 $133.33 $10,858.04
FEB 14 022 $3,374.52 $5,266.86 $1,485,631.36 $1,250.00 $832.33 $133.33 $10,858.04
MAR 14 023 $3,362.60 $5,278.78 $1,480,352.58 $1,250.00 $833.33 $133.33 $10,858.04
APR 14 024 $3,350.65 $5,290.73 $1,475,061.85 $1,250.00 $833.33 $133.33 $10,858.04
MAY 14 025 $3,338.68 $5,302.70 $1,469,759.15 $1,250.00 $832.33 $133.33 $10,858.04
JUN 14 026 $3,326.68 $5,314.70 $1,464,444.45 $1,250.00 $832.33 $133.33 $10,858.04
JUL 14 027 $3,314.65 $5,326.73 $1,459,117.72 $1,250.00 $833.33 $133.33 $10,858.04
AUG 14 028 $3,302.59 $5,338.79 $1,453,778.93 $1,250.00 $833.33 $133.33 $10,858.04
SEP 14 029 $3,290.51 $5,350.87 $1,448,428.06 $1,250.00 $833.33 $133.33 $10,858.04
OCT 14 030 $3,278.40 $5,362.98  $1,443,065.08  $1,250.00 $833.33 $133.33 $10,858.04
NOV 14 031 $3,266.26 $5,375.12 $1,437,689.96 $1,250.00 $832.33 $133.33 $10,858.04
DEC 14 032 $3,254.09 $5,387.29 $1,432,302.67 $1,250.00 $833.33 $133.33 $10,858.04




B. Loan Detail

=
o]

=]
0

ACTIVE

2.71610
04/11/2012
04/01/2032

1,600,000.00

I

I\ TERING, INC.

BANK OF I

XXH-XX-X877

N
1,437,677.61
10/30/2014
3,266.23
5,375.15
10,858.04
1,451,286.66
09/30/2014
09/30/2014
04/01/2032

CURR AMT NEEDED: 20,739.28

I < RoAD

CA
93030

STATEMENT NAME:[_______ Sy (el el

ISSUE DATE: 04/11/2012
MAT DATE: 04/01/2032
LAST PAYMENT DATE: 10/10/2014
LOAN AMOUNT: 1,600,000.00
MONTHLY PAYMENT: 10,8558.04
SBA FEE: 1,250.00

TOTAL FEE DUE:
INTEREST DUE:
PRINCIPAL DUE:
LATE FEE DUE:
TOTAL DUE:
PRINCIPAL LEFT:
STATUS:

X 10/23/2014 12.06 -12.06 1,451,286.66
W 10/10/2014 22,655.76 0.00 1,250.00 133.33 833.33 3,323.58 17,115.52 0.00 0.00 0.00 1,451,274.60
W 09/08/2014 11,327.88 0.00 0.00 0.00 0.00 5,339.41 5,988.47 0.00 0.00 0.00 1,468,390.12
W 09/05/2014 11,327.88 0.00 3,747.99 399.99 2,499.99 4,672.01 7.90 0.00 0.00 0.00 1,474,378.59
X 06/24/2014 0.00 0.00 0.00 0.00 0.00 0.00 447.96 0.00 - 447.96 0.00 1,474,386.49
W 06/16/2014 11,327.88 0.00 2,498.66 266.66 1,666.66 6,677.32 218.58 0.00 0.00 0.00 1,474,834.45
W 04/14/2014 22,655.76 0.00 1,249.33 133.33 833.33 3,372.59 14,990.59 1,628.70 447.89 0.00 1,475,053.03
W 03/21/2014 11,327.88 0.00 1,249.33 133.33 833.33 3,385.55 5,726.34 0.00 0.00 0.00 1,490,043.62
W 02/18/2014 22,463.70 4,431.98 1,249.33 133.33 833.33 10,194.82 5,620.91 0.00 0.00 0.00 1,495,769.96
AR 01/03/2014 4,431.98 2,215.99 1,249.33 133.33 833.33 0.00 0.00 0.00 0.00 0.00 1,501,390.87
AR 12/03/2013 2,215.99 0.00 1,249.33 133.33 833.33 0.00 0.00 0.00 0.00 0.00 1,501,390.87
A 11/04/2013 10,858.04 0.00 1,249.33 133.33 833.33 3,410.12 5,231.93 0.00 0.00 0.00 1,501,390.87
C. Status of Portfolio

PROGRAM NUMBER: 4 CSA FEE: 133.33

CDC NAME: CDC I CDC FEE: 833.33

LOAN NUMBER: < o /I DIFF TO ESCROW: 0.00

2,216.66
3,284.87
13,609.05
1,628.70
20,739.28
1,451,286.66

1

® TOTALS A TOP
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D. Application of Funds

I D1STRICT OFFICE U
CoCH—
I A TERING, INC.
A0

10/10/2014

1,250.00

133.33

833.33

3,323.58

17,115.52

0.00

I O1STRICT OFFICE U
CDC I
N TERING, INC.
A0cmn

10/23/2014

12.06

0.00

0.00

0.00

- 12.06

0.00




E. Calculation of Payment Categories - The table below shows the amounts applied to each
payment category in order of application. The amounts correlate to the Application of Funds

report.

Amount

Available
Category (In order |from Amount Amount
of application) Payment Due Applied
DFB Fees 22,655.76 = -
SBA Fees 22,655.76 1,250.00 1,250.00
CSA Fee 21,405.76 133.33 133.33
CDC Fee 21,272.43 833.33 833.33
Interest™® 20,439.10 3,323.58 3,323.58
Principal** 17,115.52  25,325.04 17,115.52
Past Due Principal 8,209.52

*Interest Calculation:
Last payment 9/8/2014-Interest paid through 8/31/2014

Interest owed from 9/1/2014-9/30/2014 = 30 days
Daily Interest = Loan Balance * Interest Rate/360

Daily Interest = 1,468,390.12*2.71610%/360= 110.76
Interest Due=30*110.76= 3323.58

**Principal Due = Actual principal balance as

of 9/8/2014 (prior payment) less scheduled

principal balance as of 10/1/2014 per

amortization 25,325.04

3. Past Due Loan - Calculation of Fees on Anniversary Date

A. Fees are calculated based on the principal balance on the 5-year anniversary date. If the
principal balance on the anniversary date differs from the amortization schedule, the fees for
the following 5 years (and the total payment) will not match the amortization schedule for the
following 5 years. However, once the borrower is current, the principal and interest
application should match the amortization schedule even though the fee payments do not
match.
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B. Example Amortization Schedule - Past Due Loan

JAN 14 055 $1,322.07 41,125.52 $314,751.56 $0.00 $193.23 $30.92 $2,671.74
FEB 14 056 $1,317.36 $1,130.23 $313,621.33 $0.00 $193.23 $30.92 $2,671.74
MAR 14 057 $1,312.63 $1,134.96 $312,486.37 4$0.00 $193.23 $30.92 $2,671.74

APR 14 058 $1,307.88 $1,139.71 $311,346.66 $0.00 $193.23 $30.92 $2,671.74
MAY 14 052 $1,303.11 $1,144.48 $310,202.18 $0.00 $193.23 $30.92 $2,671.74
JUN 14 060 $1,298.32 41,149.27 $309,052.91 $0.00 $193.23 $30.92 $2,671.74

JuUlL 14 051 $1w =14 1 il 0o ﬁﬁgzlﬁﬁﬁlﬁa ﬂ] 00 $150.07 ﬁs i ﬁalﬁﬁ&ih

$1,288.67 $1,158.92 $306,739.90 $0.00 $160.97 $25.75 $2,634.31 fee adjustment

AUG 14 062

SEP 14 063 $1,283.82 $1,163.77 $305,576.13 $0.00 $160.97 $25.75 $2,634.31
OCT 14 064 $1,278.95 $1,168.64 $304,407.49 $0.00 $160.97 $25.75 $2,634.31
NOV 14 065 $1,274.06 $1,173.53 $303,233.96 $0.00 $160.97 $25.75 $2,634.31
DEC 14 066 $1,269.15 $1,178.44 $302,055.52 $0.00 $160.97 $25.75 $2,634.31

C. Example Loan Detail - Past Due Loan

E ] _ 302,055.58
= B T
ACTIVE _ 2,635.76
371,000.00 _ 304,669.83
5.02246 _ 11/30/2014
06/17/2009 _ 11/30/2014
06/01/2023 _ 06/01/2029
- CURR AMT NEEDED: 2,877.83

NC.

XXX -XX-X568
>

wn
~

0
=

w0
o
=
=1

12/05/2014 2,671.74 0.00 0.00 25.86 162.22 1,619.78 863.78 0.00 304,669.83
C 11/20/2014 2,635.76 0.00 0.00 51.82 324.44 2,216.85 42.55 0.00 0.00 0.00 305,533.61
W 09/25/2014 5,408.17 188.18 0.00 25.96 162.22 2,577.35 2,322.67 131.79 0.00 0.00 305,576.16
CC 08/14/2014 188.18 0.00 0.00 25.86 162.22 0.00 0.00 0.00 0.00 0.00 307,898.83
W 02/20/2014 5,507 16 000 000 25 06 16222 1 2303 6 572,70 530 50 0.00 0.00 30 w
W D06/25/2014 5,624.72 224.15 0.00 30.92 193.23 3,062.44 2,113.98 0.00 0.00 0.00 311,471.62
AR D5/02/2014 224.15 0.00 0.00 30.82 193.23 0.00 0.00 0.00 0.00 0.00 313,585.60
A D4/02/2014 2,671.74 224.15 0.00 30.92 193.23 2,187.71 35.73 0.00 0.00 0.00 313,585.60
AR D3/04/2014 224.15 0.00 0.00 30.82 193.23 0.00 0.00 0.00 0.00 0.00 313,621.33
A 02/04/2014 2,671.74 0.00 0.00 30.92 193.23 1,317.36 1,130.23 0.00 0.00 0.00 313,621.33
A 01/03/2014 2,671.74  0.00 0.00 30.92 193.23 1,322.07 1,125.52 0.00 0.00 0.00 314,751.56

5-Year Anniversary




D. Example Fee Calculation
1. Feerates
a. SBA-0%
b. CSA-0.10%
c. CDC-0.625%
2. Amortization Schedule
a. Scheduled Balance at 5-year anniversary (June 2014): $309,052.90
b. Scheduled fee payments beginning July 2014
1. CSA: $309,052.90%.001/12 = $25.75
2. CDC: $309,052.90%.00625/12=$160.97
3. Loan Detail
a. Loan Balance at 5-year anniversary (June 2014): $311,471.62
b. Actual fee payments beginning July 2014
1. CSA: $311,471.62*.001/12 = $25.97
2. CDC: $311,471.62*.00625/12 = $162.22

3. The materiality of the difference to the borrower depends on the
difference in the amortization balance and the actual balance and the
size of the loan. In the example, the borrower will pay a total of $75
more in CDC fees over the 5 year period.
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Excerpt from Memo issued by DCFC in April 2004:

With the first series of 504 loans reaching maturity, some borrowers are questioning why, for the last 504
payment, the full monthly payment amount has been debited against their designated bank account when
their 504 loan amortization table shows the outstanding principal balance and accrued interest going into
the last payment as only a fraction of the normal monthly payment. This situation pertains to outstanding
ten and twenty year 504 loans which funded prior to July 1999. In July 1999 the 504 note amortization table
programming was modified to correct this problem going forward.

The purpose of this memorandum is to bring an awareness and understanding of the differences that exist
between the pre-July 1999 504 note and underlying debenture amortization tables so that CDCs may better
appreciate the implications, quantify potential P&L impact and respond to their board, accountants and
borrowers who raise questions regarding these loans.

Description Of Problem

When 504 loans were introduced in November 1986, the Central Servicing Agent (CSA) at the time
developed a computer program to generate monthly amortization tables for both ten and twenty year 504
notes which would result in principal and interest being collected from 504 borrowers over six monthly
payments sufficient to satisfy the semiannual P&l payment due the holder of the underlying debenture.

The software which generated the amortization table was programmed to leave the smallest possible
principal amount to be repaid in the last payment resulting in the 504 amortization table and note interest
rate being understated. Because of this, the 504 loan amortization table allocated slightly more of each
monthly payment to principal reduction and slightly less to interest expense than should have been the
case. Therefore the pre-July 1999 amortization tables show only a small amount of principal and interest
due the last payment - only a fraction of the normal monthly payment which would be needed to retire the
underlying debenture. (See lllustrations 1 and 1a below)

The other result of the methodology employed in generating the 504 monthly note amortization table from
the semiannual debenture amortization table is that in the case of ten year loans, the note amortization
table, at any point in time during the life of the loan, shows a lower outstanding balance than the debenture
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amortization table. In the case of twenty year loans, the note amortization table, at any point during the first
twelve years, shows a greater outstanding balance than the debenture amortization table but reverses in
year thirteen when the debenture balance begins to show a greater amount than the outstanding note
balance. (See lllustrations 2 & 2a)

The difference, in the case of both ten and twenty year loans, builds over time but is transparent to the
borrower until the last payment when the borrower’s designated checking account is debited for the normal
monthly P&l amount which is greater than the final outstanding balance of principal and interest showing on
the borrower’s note amortization table. In loans reaching maturity, the difference may be close to the
amount of one monthly payment, but will never exceed the amount of one monthly payment.

Relationship To Float

If 504 loans were repaid on a semiannual basis the way the underlying debentures are, this problem would
never have occurred. The payment of principal and interest (P&l) received semiannually from a borrower
would be identical to that forwarded on to the debenture holder and the note and debenture amortization
schedules would therefore be identical. However, due to credit monitoring concerns and normal market
practices, 504 commercial mortgages are repaid monthly while the public bond markets expect debentures
with a semiannual repayment. As such, 504 payments made by our borrowers are held by the CSA up to
six months at which point the accumulated total is remitted to the debenture holder to cover the semiannual
payment of P&l.

All active CDCs with outstanding 504 portfolios receive a semiannual float check every May and
November. The first and component of this check is the interest earned on the monthly payments
mentioned above and held by the CSA until remitted to the debenture holder at the next semiannual
debenture date. The second component of this check is interest earned on loan prepayments held by the
CSA until the semiannual anniversary when the debenture is paid off. The last component of the float
check is the difference between the outstanding note balance and the outstanding debenture balance at the
time of prepayment.

Some CDCs have argued that the CDCs’ risk relative to the amortization table differences should have
nothing to do with the benefit the CDC receives from the semiannual float check and that the industry
should look to recoup the potential 504 amortization table differences from the SBA or the CSA. Both the
amortization table difference and the float arose because of the mismatch of the 504 monthly note
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repayment schedule versus the 504 semiannual debenture schedule and Eagle Compliance, LLC views the
CDC’s risk relative to the amortization table difference as consideration for the float.

Quantifying The Potential Financial Impact

The amortization table differences have a potential financial impact on CDCs. In the case of those loans
which reach maturity, borrowers, based on their amortization tables, may argue that they do not owe the
total final payment. Depending on the resolution of this between the borrower and the CDC, the CDC may
end up absorbing some or all of the last payment shortfall. In the case of those loans which prepay, the
prepayment amount as calculated by the CSA is based on the note amortization table. If a borrower
prepays during a period when the note balance is less than the debenture balance per the respective
amortization tables the CDC will experience the shortfall as a debit against its float check. With respect to
ten year notes this would be at any point during the life of the loan. In the case of twenty year notes, this
would be anytime after year twelve. Conversely, if a borrower prepays a twenty year note at any point
during the first twelve years when the note balance is greater than the debenture balance the calculated
prepayment amount will be greater than the amount necessary to satisfy the underlying debenture and the
excess will be credited to the CDC.

The process to quantify a CDC’s potential maximum exposure is a relatively simple one albeit possibly
labor intensive depending on the size of the portfolio. To do this, only the note amortization schedule is
needed. The maximum CDC exposure for each pre-July 1999 504 loan is calculated by taking the total of
accrued interest and principal balance outstanding on the last line of the amortization schedule (line 120 in
the case of ten year notes and line 240 in the case of twenty year notes) and deducting this from the
constant P&l component of the monthly 504 payment. The CDC’s maximum exposure is just a compilation
(which should be prepared by maturity date order) of this difference for all outstanding pre-July 1999 504
loans.

The above process will disclose the CDC’s maximum exposure as of the report date but may not be the
best management tool. The reason for this is that a CDC’s potential maximum exposure is in all likelihood
considerably greater than the actual loss it will incur. This is because prepayments will result in a smaller
note/debenture amortization table actual difference than the difference that would exist at the time of the
final 504 monthly payment. As of April 2004 only 444 of the 1,918 ten year 504 loans issued between
November 1986 and June 1999 remain outstanding. Of the 28,585 twenty year loans funded during the
same period, only 13,660 currently remain outstanding. The other factor which will reduce a CDC'’s actual
exposure is that not all borrowers will question the last payment on their 504 loan.
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If a CDC is looking for a more useful gauge of its exposure, a table that captures the changing amortization
difference over the life of aloan may provide a better management tool. By estimating the potential
exposure each year during the life of the portfolio, a CDC will be better able to gauge what effect the
amortization table differences will have on its operating results.

To do this the CDC would set up a spreadsheet with the vertical axis denoting year of maturity and the
horizontal axis denoting year of impact or in other words the potential maximum incremental loss in a given
year. The spreadsheet would be recalculated each year eliminating those loans which have either matured
or were prepaid. At the beginning of each year the CDC could get a fairly accurate assessment of it's
maximum potential exposure for that year.

To Reserve Or Not To Reserve?

Various CDC executives have stated that either their Board or CPAs have raised the issue of reserving for
the amortization table differences. This is a matter which has to be resolved by the individual CDC with its
professional advisors.

What Is Eagle Compliance, LLC’s Position

Based on research and discussions with individuals who were in the SBA or the CDC industry at the time
of the introduction of the 504 Program there is no evidence to suggest that the amortization table
differences were anything other than an unintentional result of the original programming of the 504 note
amortization table. It was always the intention of the program that the 504 borrower was to make 120 or 240
constant P&l payments sufficient to pay the interest and retire the underlying debenture.

While some CDCs have raised the possibility of suing the CSA and/or SBA to absorb the risk of the
amortization table difference, it is Eagle Compliance, LLC’s view that this would not be positive for the
industry.

Other CDC’s have questioned the possibility of reissuing the 504 note and amortization table with the
appropriate corrections. Eagle Compliance, LLC does not believe this to be an appropriate solution for the
following two reasons. Eagle Compliance, LLC is of the opinion that not all borrowers will question the last
payment when their note matures, but if new notes and amortization tables were issued this would raise
questions from the vast majority of borrowers with loans outstanding. Also, with the rate of prepayment,
this action would raise questions with borrowers who may ultimately prepay their notes thereby never

102



reaching maturity. Lastly it is questionable whether the interest rate on the notes and amortization tables
can be unilaterally changed by the lender.

Some CDCs have suggested that unless this matter is brought to an ultimate resolution, the CDC industry
risks having a class action lawsuit brought upon it by disgruntled borrowers. This is simply not the case. As
the situation currently stands, no borrower has been wronged and therefore has suffered no damages for
which to sue.

As can be seen from the foregoing this is not a simple issue. Eagle Compliance, LLC’s position on the
matter is to educate and provide support to CDCs regarding this issue. Eagle Compliance, LLC is of the
opinion that it was always the intent of the 504 program that the borrower make 120 or 240 constant P&l
payments sufficient to pay the interest and retire the underlying debenture. As such, Eagle Compliance,
LLC believes it is appropriate for 504 borrowers to make the last 504 payment in the full normal monthly
amount but that CDCs uses best practices when negotiating this with their borrowers to ensure the
continued good name of the individual CDC and the 504 industry.

How To Work With Your Borrower

Some CDCs have a policy to pay the last payment difference to any borrower who makes the request.
Other CDCs explain the issue to their borrowers in order for their borrower to understand that they are
responsible for the same P&l payment as they have made every month since their note was issued. In the
case of those CDCs for whom this has already been an issue, their borrowers agreed to the total final
payment only after they were explained the situation and were made to understand why the payment is
due.

The following talking points may be of help in explaining the issue to and negotiating with a borrower. Also a
letter (drafted by another CDC executive) which has been helpful in resolving the issue with borrowers is
included as lllustration 3.

The borrower receives a loan from the CDC which is funded by a debenture of the same amount held by an
investor. The investor is repaid via semiannual P+| payments over the term of the debenture which
matches the term of the 504 loan.
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The 504 monthly loan payments are calculated by dividing the semi-annual debenture payment amount by
six and rounding up to the nearest penny. Therefore, the total of principal and interest paid by a 504
borrower over six months is exactly the total of principal and interest that must be remitted to the investor
for each semiannual payment. The monthly 504 P&l payment is fixed for the life of the loan and
documented on the top of the note amortization schedule and the borrower was told at the time of take
down that they will be making either 120 or 240 payments of this amount plus fees over the life of the 504
loan.

However in the calculation of the 504 note and amortization table interest rate, there was a programming
glitch which understated the rate and therefore the 504 note amortization table applied slightly more of the
monthly P&l payment to principal than should have been applied, with interest being understated by a like
amount. As a result, the 504 note amortization table shows only a fraction of the total P&l that needs to be
remitted the last 504 payment in order to fully satisfy the outstanding principal and interest on the
underlying debenture.

By refusing to make the entire last payment, the borrower is exploiting a clerical error to avoid making the
total payments they fully expected to make upon obtaining the 504 loan. The shortfall then has to be made
up by the CDC which either originated or is currently servicing the loan.

When borrowers protest, a partial settlement may be reached in an effort to maintain the good name of the
CDC and the industry.
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Illustration 1

AMORTIZATION SCHEDULE
Monthly Payments Due at Frve-Year Intervals:
sccH  -coo0 000000 Rete 60065 -60: 856284 181-240; 766143
DEA: Issues: Feb 17, 1998 Escrow: 7,162.84 (a) 61-120: 8,363.62 241-300:
oan# [ o 20 yees 121-180; B,073.23
Monthly  Total Total
Month  No  Inferest  Principal  Balance SBA Fes CDC Fee CSA Fee Paymen! Interest Principal
{a) P&lI=7,162.84 - Normal Monthly P&l
Sep 16 211 96587 619697 18678421 22186 26630 3043 TEB1.43 69314345 81321579
Oct 16 212 93485 622799 180,556.22 22186 26630 3043 768143 699.073.30 813,443.78
Mov 16 213 90368 625916 174,297.06 22186 26630 3043 7.681.43 69998198 825,702.94
Dec 16 214 B7236 620048 16800658 22186 26630 3043 TBB143 TOOBSE34 83199342
Jan 1T 215 B40.BT 632187 16168481 2186 26630 3043 76143 70169521 83631539
Feb 17 216 B09.23 935361 15530100 22186 26630 3043 THB143 TO250444 84465000
Mar 17 217 77743 638541 1484558 22186 26630 3043 THE143 70328187 85105441
Apr AT 218 74547 641737 14252822 22186 26630 3043 TEB143 70402734 85T 471,78
May 17 219 71335 6,44949 13607673 221186 26630 3043 TEE1.43 70474069 BB3,921.27
Jun 17 220 BB1.0T 648177 12959596 2486 26630 3043 TEB143 70542176 7040304
Jul 17 221 B4BE3 651421 12308275 22186 26630 3043 768143 T06,070.39 876,917.25
Mg 17 222 B16.03 654681 11658594 22186 26630 3043 TEB1.43 70668642 883 46406
Sep 17 223 D5B3Z6 657953 10995635 22186 26630 3043 768143 707.269.68 390,043.64
Oct 17 224 55033 661251 10334385 22186 26630 3043 768143 70782001 895,656.15
Mov 17 225 517.24 664560 9669625 22186 26630 3043 768143 70833725 90330175
Dec 17 226 48387 6678.87 9001938 22186 26630 3043 THE1AZ TOBE122 90098062
Jan 18 227 45055 671229 8330709 22186 26630 3043 THB143 70827177 91668291
Feb 18 228 41685 674589 7655120 22186  266.30 3043 THE14Z TO9EBE.TZ 92343880
Mar 18 229 33819 677965 6078155  2ZMBE 26630 3043 THB143 T0071. 930,218.45
Apr 18 230 34936 6,81358 62967.97 2186 266.30 3043 766143 71042117 93T,032.03
May 16 231 31515 684769 5612028 2MB6 26630 3043 TEB143 T10,736.32 4387972
Jun 18 232 2B0BE 633196 4923632 22186  266.30 3043 TEB143 7101720 950,761.68
Jul 18 233 24644 631640 4232192 22186 26630 3043 TEB143 711.263.64 957 675.08
Aug 18 234 211.82 995102 3537090 22186 26630 3043 TEB1.43 71147546 964,629.10
Sep 18 235 177.03 693581 2638508 22186 26630 3043 768143 71165248 9716149
QOct 18 236 14207 702077 2136432 22186 26630 3043 THB1.43 71179456 97663568
Mov 18 237 10683 705591 1430841 ZMB6 26630 3043 THE1AZ T190149 98569159
Dec 18 238  T161 70923 THM7TA8 22186 26630 3043 T6B1.43 71197310 96278282
Jan 19 238 3612 TAXET2 a0 46 2286 26630 3043 THB143 T1200922 90050054
Feb 19 240 045 8046 0.00 ZMBE 26630 3043 THB143 T1200967  1,000,000.00
Las! Payment: B09.50
{b) P&l = 90.91 - Last Month's P&l Total Debenture Interest (Exhibit 1a) =T719,082.40
per Mote Amortization Table
Note Amortization Table
Understatement of Interest = T072.73 [c)
Normal Monthly P&| Payment from (a) =7,162.84
Last Month's P& from (b) =
7.071.93
80 rounding
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Illustration 1a

Payment
Date

08-01-59
02-01-00

08-01-00
02-01-01

08-01-01
02-0102

08-01-02
02-01-03

08-01-03
02-01-04

08-01-04
02-01-05

08-01-05
02-01-06

08-01-06
02-01-07

08-01-07
02-01-08

08-01-08
02-01-09

LS Government Guarantesd 5.9500% Development Company Parficipation Cerificates, Series 1989-208

CDC Name

Amount
Paid

15871.30
13699.24

14106.79
14526.47

1495863
15403.65

15861.91
16333.80

16819.73
1732012

17835.39
19365.99

18912.38
19475.02

20054.41
2065102

21265.39
21898.04

22549.50
23220.35

Interest
Paid

Z7105.36
FHETT B2

ZBBTO.2T
2645059

2801843
FIETER Y

ZM15.15
26643.26

26157.33
Z5856.84

2514167
24811.07

24064.66
23502.04

2292285
22326.04

2171167
21079.02

B0427 .56
19736.71

DEBENTURE AMORTIZATION SCHEDULE

Semi-annual
Payment

42977.06
425977.06

42977 .06
42977 06

42977 06
4297706

4297706
42977.06

42877 .06
42977.06

42977.06
42977.06

4297706
42977 06

4297706
42977 06

428977.06
42977.06

42977.06
42977.06

Small Business Cmcem_ Debenture Number:
lssuar: SBA Loan Numbar:

Debenture Principal: 1,000,000.00

Remaining Payment Amount  Interest  Semi-annual
Principal Amt  Date Paid Paid Payment

SB4128.30 08-0108 23911.16 10065.90 42977.06
87042026 02-01-10 2462251 18334.55 42977.06

56322 47 08-01-10 25355.03 1762203 42977.06
41796.00 02-01-11 26109.35 16867.71 42977.06

G26637.37 08-01-11 2688601 16090.96 42977.06
91143372 02-01-12 2768596 1528110 42977.08

B98571.61 08-01-12 2830962 1446744 42977.06
87823801 02-01-13 28357.78 13619.28 42977.06

86241828 08-01-13 3023117 1274588 42977.06
84509816 02-01-14 3113055 11846.51 42977.06

BZT262.77 08-01-14 32056.68 1092038 42977.06
BOBB9GE.TE 02:01-15 33010.37 0966.69 42977.06

785084 40 08-01-15 3399243 093463 42977.06
TT0509.38 02-01-16 35003.70 T7973.36 42977.06

75045497 08-01-16 3604506 693200 4297706
T29803.95 02-01-17 3711740 GBS0.6G 42977.06

TOB538.56 08-01-17 38221.65 473341 42977.06
BBE640.52 02:01-18 39358.74 361832 42977.06

B64091.02 08-01-18 4052966 244740 42977.068
4087067 02-01-19 4173575 124164 42977.06

Total Debenture Interest = 719.062.40 (to Exhibit 1)

Remaining
Principal Amt

616858.51
582337.00

5E60R1.97
S40B72.62\

513966.52
A86300.56

45779094
42843316

38820198
38T071.44

335014.78
302004.39

266011.98
233008.26

196863.20
159845.80

121624.15
B2265.41

41735.75
0.00
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Illustration 2

10-YEAR 504 SAMPLE LOANS - DIFFEREMCE BETWEEMN NOTE AMD DEBENTURE

COriginal Principal Balance § 265,000 Criginal Principal Balance § 330,000
Debenture Rate 6.050% Debenture Rate 6.950%
Mot Rate 6.122% Mote Rate 7.080%
lssue Date 31193 |s5ue Date a7
Spread Between Nole & Debenturs Rates 0.072% Spread Betwesn Nole & Debenture Rales 0.100%
Mate Bal Deb Bal Differance  Yr Nede Bal Deb Bal Difference  Yr
Sap-98 27387339 27397282 (99.43) 1 MWov-07 31742046 31752881 {108.35) 1
Mar-09 26204866 263.001.03 {142.35) May-08 30532256 30545246 (120.90)
Sep-99 25168527 251880.06 [194.70) 2 MWov-08 292,791.89 292 95645 {184.56) 2
Mar-D0 24007267 24032996 (257 .29) May-09 27981296 28002621 (213.23)
Sep-00 22610094 22843047 [330.43) 3 Mov-09  266,369.79 266,646 64 {276.85) 3
Mar-01 21575622 216,171.02 (414.30) May-00 25244571 25230213 (356.42)
Sep-01 20302970 H03,540.72 (511.02) 4 Mov-00 23802355 23847652 (452,47 4
Mar-02 18990862 190.528.36 (619,74} May-01 22308547 23356310 (47763
Sep02 17638076 1TTAZ2AT (T41.61) § Mow-01 207 613.08 208 3114.57 {T01.53) 5
MarD3 16243348 16331085 (877.36) May-02 19156713 19244302 (B55,89)
Sep-03 14805380 14806153 (1.027.73) i Mov-02  174,967.94 176,019.83  (1,031.99) 6
Mar-D4 13322831 13442178 (119347} May-03 157,734.96 15802614  (1231.18)
Sap-04 11724247  119B5T  (1.375.40) 7 MWov-03  139,966.97 14144182 (145485 7
Mar05 102.184.15 103,758.49 (1574.34) May-04 12154195 12324644  [1,704.409)
Sep-05 B593655 BT TATT1 (1.791.16) 3 Mov-04 10243712 1441877  [19B1.65) B
Mar-D6 6918524  T1.21200 (2028.78} May-05 8264887 8493884 (22B7.97T)
Sep-06 5191457 5419660 (226212 9 Mov-05 6215276  64.777.92 ([2625.186) 9
Mar-0T 3410846 3666667 (2558.21) May-06 4092347 439847 (290500
Sep-07 1575031 1860637 (2.B56.06) 10 Mow-06 1893478 2233416 (3,300.38) 10
Mar-06 17.90 1780 May-07 11.26 11.26
Original Principal Bakance §708.000 Criginal Principal Balance § 430,000
Debenture Rate 5.800% Debenture Rate 8.350%
Maole Rate 5.850% Mote Rate 8.491%
Issue Date a8 Issue Date 41/
Spread Between Note & Debenture Rates 0.058% Spread Between Mote & Debenture Rates 0.141%
Mate Bal Deb Bal Difference Yt Note Bal Deb Bal Difference YT
Mar-39 67928421 67966491 {280.70) 1 Oct-01 42287539  423,011.00 {135.61) 1
Sep-99 65156917 65138584 [416.47) Apr-82 407 877.39 40793364 {106.25)
Mar-DD  E230B0.TE 62363415 1573.39) 2 Oct-02  392.231.26 392,323.89 97.63) 2
Sep-00 59373629 504 48882 (752.53) Apr-83  375,909.02 376,020.55 {111.53)
Mar-01 56357230 5652742 (955.03) 3 Oct-83  353.881.43  359.031.34 (145.91) 3
Sep-01 53254502 SIZTETA0  (1,182.08) Apr-84 341 118.08 34133283 {214.80)
Mar-02 60062947 58206437 (1,434,580} 4 Oct-94 322 587.02  322,895.41 {308.38) 4
Sep-02 46T 80033 46951508 [1.714.75) Apr-83  303,255.23 30368822 (432 58)
Mar-03 43403143 43805441  (202258) & Cct-95  283,086.06 28387913 {591.07) 5
Sep-03 3D 25585 40185684  (2.360.85) Apr-96 26204940 28233468 (T85.26)
Mar04 3635B6.01 366,206.14 (2730.13) 6 Oct-06  240,101.60 241,119.94  (1,018.34) [
Sep-04 32881334 32084534 (3.132.00) Apr-87 21729537 218498631  (1,.203.28)
Mar-05 2BO.00B.60 20257672 (3568.12) T Oct-O7 19331971 19493288 (181347) T
Sep-05 25012170 25416178  (4.040.08) Apr-08 16840188 170,383.26  (1961.38)
Mar-06 21012163 21467122  {4,549.59) & Oct-B8 14240728 144.806.69  (2401.41) B
Sep-06 16BSTES3  1T4074.92  (5.008.39) Apr-89 11528935  118166.38  [2877.03)
Mar-0T 12666363 13234183 (568830 4 Oct-89 8699958 9041176 (341218) 4
Sep07  B3NE20 8544041 (63.H) Apr-00  S7487.32 6148638  (4,011.06)
Mar-DB 3838350 45337658  (6.999.08) 10 Qct-00 2669975 337787 (4676.12) 10
Sep-08 53,96 53.96 Apr-01 2975 20.75

Source: Debenfure Amortization Schedule and Mote Amaortization Schedule
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Illustration 2a

Z0-YEAR 504 SAMPLE LOANS - DIFFERENCE BETWEEMN NOTE AND DEBENTURE

Qriginal Principal Balance $ 95,000 Criginal Principal Balance $1,000,000
Debenture Rate B.800% Debenturs Rate 6.600%
Mot Rate 6.864% Mofe Rate 6,864%
Issue Date G699 Iszue Date 61699
Spread Between Nole & Debenturs Rates 0.064% Spread Between Mote & Debenfure Rales 0.064%
Male Bal Deb Bal Difference  ¥r Mote Bal Deb Bal Difference Yr
Dec-99 9357843 9359299 [14.56) 1 Dec-09  S85,03588  965,189.45 [163.57) 1
JunOD 8240556 52,4073 (1.75) Jun-00 GT2EROTY G972 T0BET (18.96)
Dec-00 9119186 91,181.32 10.54 2 Dec-00 968,51372 950,803 54 11018 2
Jun1 BO.93582 8991564 2028 Jun01 Q4669295 946,459 64 23331
Dec-01  BBG36.24 8860286 33.38 3 Dec-01 93301180 93266205 349.85 3
Jun02 BF291.32 BT 24752 43.80 Jun-02 91885454 91B,305.34 45%.20
Dec-02 B5B0057 8584610 5347 4 Dec-02 90420431 903 643.55 560.75 4
Jun-03  B4459.36 B4.397.03 62.33 Jun-03  BEOO44.03  BBB 30022 653.81
Dec-03  B2969.02  32,396.69 7033 -] Dec-03 87335596 87281827 737.69 H
Jun-Dd 8142679 8134941 77.38 Jun-04  BET 12171 BSE310.07 811,64
Dec-04  TOB308T 7974745 B34z 6 Dec-04 84032228 83044730 B74.89 ]
Jundds TAATRER TE091.02 89,36 Jun-05  B22O3T0E  B22011.38 926,60
Dec-05  TEATOAD  76378.27 8213 T Dec-05 80454847 803 882 55 9g5.92 7
JundDB TA 0184 7480729 94 65 Jun-06 TBE 33265 TREM0.T4 4.
Dec-06  T287192 72776.10 582 & Dec-06 76706872 766,085.11 1,003.61 8
Jun0T  TO978.18 7088265 95.53 Jun-07 74713413 T46,134.10 1,000.03
Dec-07 6901849 6892482 83867 ] Dec-07 72650552 72552544 9a0.0a 9
Jun0B 6609050 &5 90042 90.17 Jun-0&  TO5,15B.73 7T04,216.06 942 65
Dec-03 6489208 6480719 B4 B0 10 Dec-08 ©B3,06B77 66218221 BB6.56 10
Jun-08  B2720.51  E284279 772 Jun-(9 66020976 659,300.19 810.57
Dec-08 6047334 6040480 68.54 1 Dec-09 636554591 6358154 T13.37 1"
Jun-10 56314792 5808072 57.20 Jun-10 61207655 61146293 593,62
Dec-10  55,741.556 55,697 .96 4358 12 Dec-10 58674598 58625295 44985 12
June11 6325141 5322385 27 56 Jun-11 BBOG33S4 560252 46 280 56
Dec-11  S06T4.56 5066562 .96 13 Dec-11 53340853  533324.38 8417 13
Jun-12  48.008.03 4802041 [12.38) Jun-12 50533818 50548010 (140.92)
Dec-12 4524864 4528526 [36.62) 14 Dec-12 47629280 47668028 (39568, 14
Jun-13 4239320 4245712 [63.92) Jun-13  446234.TH  446.919.50 (BB4.72)
Dec-13 3043834 3953282 [B4.48) 15 Dec-13 41513050 41613754  (1,007.04) 15
Jun-14 3638050  35500.10 [128.50) Jun-14 3B204336 38430000  [1,365.84)
Dec-14 3321641 3333257 {166.16) 16 Dec-14 34063562 35138829 (1.7626T) 16
Jun-15 2984206 30,149.74 (207 .68) Jun-15 31516828 317,368.61 (2,200.32)
Dec-15 2655371 26,806.99 (253.28) 17 Dec-15 27950100 28218192 (268092 17
Jun-16 2304741 23,350.58 [303.18) Jun-16 24258187 245, TERED (320653
Dec-18 1941903 19,776.67 [36764) 18 Dec-16 20439797 20B1TB83  (37B0.88) 1B
Jun1T 16664.34  16,081.24 [416.80) Jun-17 16487427 160.2TH6R (440542
Dec17 1177883 12,260.16 [481.2%) 19 Dec-17 12387456 12005796  (50834% 19
Jun1B T75EZE  BA0AAT (550.91) Jun-18  B185094 AT HERT3  (5817.79)
Dec-18 350760 422384 (G26.24) 20 Dec-18 3785334 44 46545  (661161) 20
Jun-19 0.00 0.o0 0.00 Jun-19 0.00 0.00

Source: Debenture Amortization Schedule and Note Amorization Schedule
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Illustration 3

CDC LETTERHEAD
CDC NAME
CDC ADDRESS

DATE

BORROWER NAME
BORROWER ADDRESS

Re: Final Payment Amount on SBA 504 Loan
DearMr. /Ms,

It has come to my attention that your amortization schedule was miscalculated with regards to the final
payment on your SBA 504 loan. [ would like to clarify the discrepancy regarding final payments, explain
how they were calculated and why the final amount noted in your amortization schedule is incorrect,

SBA 504 Loans are funded through the monthly sale of a pool of debentures to investors. The debenture
interest rate is set based on what the investors are willing to accept as sufficient return on their investment,
and is used to caleulate the semi-annual Debenture Payvment to the investors, SBA, however, as a
convenience to the small business borrower, collects loan payments on a monthly basis. To caleulate the
Monthly Payment, the Debenture Payment is divided by six. Tt is elear from that calenlation that 120 equal
monthly payments will be needed to pay the Debenture in full. A “Mote Rate™ is then caleulated to express
the interest rate for the loan as amortized monthly, rather than the semi-annual based Debenture Rate.
However, the monthly amortization schedule that was printed for your reference was calculated incorrectly
and from this amortization schedule, the system “backed into™ an incorrect Note Rate (through iteration).
The Mote Rate is only an expression of your loan payments on a monthly basis. The Debenture Rate and
Debenture Payvment are still correct. Therefore, the correct caleulation of vour Amortization Schedule
wollld show that /20 equal monthly pavments are needed to pay off vour Debenture in full. A full final
payment is still needed to completely pay off the underlying outstanding principal balance of the debenture,

Due to the fact that most loans are paid off before maturity, it was decided that corrected Amortization
Schedules would not be issued, However, if vou refer to your closing documents for this loan, both the 504
Mote and the Loan Agreement refer to paying off the Debenture through equal monthly loan payments until
MATURITY DATE. The Central Servicing Agent Agreement also further describes the Note Rate and
payment calculation as being derived from the debenture. Essentially, the underlying Debenture must be
paid in full by making 120 equal payments of principal and interest, notwithstanding the amortization
schedule that was printed for reference. A refund of the final payment would mean that CDC NAME, as a
private, non-profit economic development entity, would be paying approximately 1/6 of your final semi-
annual debt obligation.

I hope this helps to clarify the mistake made and the actual amount owed for your last payment. [
apologize for any inconvenience this may have caused yvou, Should vou have any further questions
regarding this matter, please feel free to contact me.

Sincerely,

CSA User Manual | 11/4/2016



This page intentionally left blank to ensure new
chapters start on right (odd number) pages.

110



List of Tables

Table 3.1 CSA Contact Information ... .. . 11
Table 3.2 Fiscal Agent/Eagle Compliance Contact Information ... ... . .. ... ... ... ....... 11
Table 3.3 SBA Contact Information ... ... .. 12
Table 5.1 Funding Deadlines . ... ... oo 22
Table 6.1 CDC Servicing Fee Calculation ... 28
Table 7.1 Debit CyCle 32
Table 7.2 General Rules for Application of Payments .. ... . 35

Table 8.1 Prepayment Timelines



This page intentionally left blank to ensure new
chapters start on right (odd number) pages.

112



Index

Debenture Prepayment Premium
) Schedule 23

504 Debenture Repurchases 42 Deferments and Catch-Up Plans 45

504 Loan Maturities 42 Designated Closing Counsel 14
A E
ACH Credit Form 29 Eagle Compliance LLC Contact

Information 11
ACH Debit Cycle 32

ACH Debit form 31
ACH Rejects 32, 77
Acronyms 5

Eagle Compliance LLC Website 11

F

fee chart 15
fee rates 24

Annual Statements 86

Application of Funds 75, 91

Application of Payments 35

Authorization Agreement for ACH Debit 16

Fiscal Agent 7
Fresno Servicing Center 12
funding calendar 22

C funding deadlines 22

CDC Online 51
Central Servicing Agent 5, 7, 11 I

funding schedule 14

Closing Process Flowchart 18
IRS W-9 Form 17
Common Errors 15-17

Contact 11
L

D Little Rock Servicing Center 12

Loan Detail Information 67
Debenture 16

Debenture Amortization Schedule 22



N

Note 16
Note Amortization Schedule 23

(0

On-Going Loan Fees 26
One-Time (upfront) Fees 25
Other Fees 29

P

Pay.gov 33, 43

Payment by Check 34
Payment by Wire 33
Payment Methods 31

Post Prepayment Activity 41
Prepayment Calculation 40
Pricing 23

R
Rates 23

S

SBA's website 5
Selling Agent 8
Servicing Agent Agreement 13, 15

T

Trustee 9

w
Work-Up Request Form 45



	1    Purpose
	2    Role of the CSA and Fiscal/Selling Agent
	2.1    Central Servicing Agent (CSA)
	2.2    Fiscal Agent
	2.3    Selling Agent
	2.4    Trustee

	3    Contact Information
	4    504 Loan Closing
	5    504 Loan Funding Overview
	6    Information Regarding Fees
	7    Payment Procedures
	8     Prepayments; Maturities; Accelerations
	9     Servicing Actions
	10    CDC Online Website Access
	11     CSA Reports
	12    Appendix 1-Payment Examples
	13    Appendix 2-Amortization Difference
	List of Tables
	Index
	Bookmarks
	Table 3.1 CSA Contact Information
	Table 3.2 Fiscal Agent/Eagle Compliance Contact Information
	Table 3.3 SBA Contact Information
	Table 5.1 Funding Deadlines
	Table 6.1 CDC Servicing Fee Calculation
	Table 7.1 Debit Cycle
	Table 7.2 General Rules for Application of Payments
	Table 8.1 Prepayment Timelines


