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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
Small Business Administration (SBA) staff with information that relates to the involvement and respons-
ibilities 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 ref-
erence the applicable SOP's, as well as industry training materials provided by Development Company Fin-
ance (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
CDC - Certified Development Company
SBA - U.S. Small Business Administration

> DN

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

Eagle Compliance, LLC - current Fiscal Agent under contract with SBA

NADCO - National Association of Development Companies

COTR - Contracting Officer Technical Representative

SOP - Standard Operating Procedure

CFR - Code of Federal Regulations

10. SLPC - Sacramento Loan Processing Center

11. SBACLSC - SBA Commercial Loan Servicing Center (includes Fresno and Little Rock)

© © N o o
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13.

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;

. Operation of the SBA's 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. Tax reporting; and
12. 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 activ-
ities 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 Cir-
cular, 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 mar-
ket 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;

3. Participating in the settlement of each sale of the debentures, Debenture Guar-
antees, and Certificates (the closing certifications and cross-receipts that must be

CSA Manual | 10/01/2018



executed and distributed to Treasury, SBA, the CSA, and lead Underwriter);

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

5. 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;

© © N

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

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

12. Periodic 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;

4. Production of a weekly commentary that is posted on www.eagle-
compliance504.com under the heading of Resources and Information;

5. 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;

6. Evaluation of the merits of outside firms seeking to participate in the funding pro-
cess;

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

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

9. Monitoring the financial markets for changes affecting interest rates and secur-
itization trends; and
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10.

2.4 Trustee

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

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.

S A L S

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

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
CSA Contact

CSA Contractor ~ Wells Fargo, Corporate Trust Services

Mailing Address  Attn: 504 Central Servicing Agent, 9062 Old Annapolis Road, Columbia, MD 21045-
1951

Overnight Deliv-  Lockbox Services 6441, 1801 Parkview Drive, 1st Floor, Shoreview, MN 55126
ery

Mailed Checks NW 6441, P.O. Box 1450, Minneapolis, MN 55485-6441
(Lock-Box)

Toll Free Phone 855-572-1637 (Option 4)

Email Servicing Inbox: sba504csa@wellsfargo.com

Funding Inbox: sba504csafunding@wellsfargo.com

Fax Number 866-707-2390
Website https://caweb.sba.gov/cls/dsp_login.cfm

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@dcflic.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
2 Updated SOP Citation and Links to Revised Sample Forms 10/1/2018

*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) J, 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 deben-
ture to be sold:

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

2. Development Company 504 Debenture (SBA Form 1504) (ori-
ginal);

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 deduc-
ted 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.

B. SBA District Counsel:

1. Reviews closing package received from the CDC; and
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C.

D.

2. 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.

CSA:

1. 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.

2. 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 down-
load by the CDC:

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

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

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

3. Process Overview:

A.

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

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 com-
plete (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.

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. The deadline varies by
office, but is typically 35-45 days prior to the Funding Date.

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.

The CDC and/or Designated Closing Counsel forwards the documents identified
in Section 2 (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.


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

F. Upon receipt, the CSA will review the loan package for accuracy and com-
pleteness.

G. Ifany information is missing or erroneous, the CSA will send an email to the des-
ignated 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)

Click here for a sample form with instructions for completion.

1. 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 and 25
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 cor-
rectly 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 pro-
ceeds on page 4 (The CDC must ensure the debenture proceeds
match);
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g.

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

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

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

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

B. Debenture (SBA Form 1504)

Click here for a sample of a debenture form with instructions for

completion.
1. Common Errors:

a.

-~ ® o O T

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;

Number of consecutive payments is incorrect;
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
aname.

C. Note (SBA Form 1505)

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

1. Common Errors:

a.

b
c
d.
e

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;
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h.

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

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

Missing signatures on page 5; and

Incorrect or missing signature date.

D. Authorization Agreement for ACH Debit

1.

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

-~ ® a o0 T o

Common Errors:

Missing account or routing number;

Box “Periodically” is not checked;

Missing signature;

Voided check information does not match information on the form;
Missing or incorrect account specification; and

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

E. IRS W-9 Form

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

a.

Common Errors:

Missing EIN or SSN Numbers (CDCs 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 bor-
rower name as an individual, then the W-9 must have an SSN doc-
umented.);

Multiple W-9's submitted (CDCs 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 address;
Incorrect loan number entered on line 7 of the W-9 Form;
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
4,6 Updated Link to Sample Form and Reference to 25-year Debenture 10/1/2018

*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 col-
lateral 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;

2. SBA provides a guarantee of payment of principal and interest on the deben-
ture; and

3. 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 par-
ticipates 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 a fiduciary capacity for the 504 debenture program
and holds legal title to the debentures and other assets constituting the
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asset pool;

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

The Trustee is responsible for calculating and disbursing the semi-annual
debenture payments, including amortized principal and interest, any pre-
payment principal and applicable prepayment premium, and any accel-
erated 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

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, com-
pleting certain documents, preparing the amortization schedules for the 504
notes, and providing related documentation to the SBA and the CDC.



3. Process Overview
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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 and 25-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 Com-
pliance, LLC's website by selecting "Funding Calendar" under the "Funding" tab or
by clicking the following link: Access to Funding Calendar. CDCs should make
special note of the deadline to pull a loan from the funding pool (9 days prior to the
Funding Date).

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.
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Table 5.1 Funding Deadlines

NUMBER OF DAYS PRIOR
TO FUNDING DATE EVENT

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 (S:lét')o\mission by the CDC and/or Designated Closing Counsel to the
9 Days Prior* Last date for the CDC to pull a loan from funding

8 Days Prior Announcement Date Debenture Pricing

6 Days Prior Debenture Pricing

Funding Date Net Proceeds wired

1 Day Following Funding Balance of fees disbursed by CSA

1 Day Following Funding Conformed copies available to CDCs via CDC Online

*Except for September and October. 8 Days Period for those two months.

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 Amort-
ization Schedule to the CSA. The CSA will forward a copy to the CDC a
few days after funding.

2. The Trustee sends one (1) "conformed" copy of the Debenture Amort-
ization Schedule to the CDC.

D. Debenture Prepayment Premium Schedule

22
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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 out-
standing 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 prin-
cipal.

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 pub-
licly 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 and 25-year 504 deben-
ture rates. 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 Deben-
ture, the Debenture Prepayment Schedule and the Debenture Amortization Sched-
ule.
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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.

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 Amort-
ization 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.

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 reg-
ulatory 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 writ-
ing 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 begin-
ning 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. CDCs can monitor market influ-
ences 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

. The current Fiscal Agent commentaries can be found under the Weekly

Commentary & Additional Information tab of the Eagle Compliance, LLC
website: Weekly Market Commentary



https://www.eaglecompliance504.com/fee-chart.html
https://www.eaglecompliance504.com/historical-rate-tables.html
https://www.eaglecompliance504.com/historical-rate-tables.html
https://www.eaglecompliance504.com/weekly-market-commentary.html

1. Revision History*

Section Revision Description Date
N/A Original Published Guidelines 4/1/2015
3 Miscellaneous Updates 10/1/2018

*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 CSAis responsible for the collection and disbursement of fees to the appro-
priate 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 "com-
pensate 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 Deben-
ture.

d. Thefee is 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 pro-
ceeds.

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.
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3. SBA Guaranty Fee

a.

b.

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

The SBA Guaranty Fee is established by the SBA on an annual
basis.

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 Pro-
cessing Fee by the borrower was waived. Loans approved during
that period (February 17, 2009-March 4, 2011) show a 0% Pro-
cessing 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 Gross Deben-
ture calculation under these circumstances must be determined
based upon the current SOP.

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.



d.

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

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 inter-
vals. 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 deb-
ited 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 fol-
lowing:

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 pay-
ment following the prepayment.

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

3. CSA Servicing Fee
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a.

The CSA collects a monthly servicing fee of one-tenth of one per-
cent (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.


https://nadco.site-ym.com/resource/resmgr/Docs/AmortSchedSamplefull.pdf
https://www.eaglecompliance504.com/historical-rate-tables.html
https://www.eaglecompliance504.com/historical-rate-tables.html

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

1. Theloanis paidin full;

2. Inthe event of prepayment, the servicing fees are collected
through the month of the next semi-annual debenture pay-
ment 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 feeg;

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, col-
lected by SBA, in the amount of one-eighth of one percent (0.125%).

c. 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 other loans, 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 6.1

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 elec-
tronic funds transfer, and the following occurs:
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1. 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;

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

3. 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

D. Other Fees

the following:
1. Theloanis paid in full;

2. Inthe event of prepayment, the servicing fees are collected
through the month of prepayment;

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

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

5. Inthe 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

6. 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.

1. Late Fees

a.
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A late fee will be assessed if the borrower's monthly payment is not
received by the 15th calendar day, or the previous business day if
the 15th is not a business 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 Pay-
ment Report, accessible on CDC Online. The report is generated on
the 16th calendar day, or the next business day if the 16th is not a
business day. Late fees will also be shown in the Status of Portfolio
Report.


https://caweb.sba.gov/cdconline/help/CDC_ACH_Credit_Form.pdf

e. 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.

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 per the
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 bor-
rower 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. A borrower'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 Fin-
ancial Services Provider) 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
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. The CDC should provide the borrower with the ACH debit author-

ization form and request that it be completed, signed, and returned
prior to the CDC's district submission deadline.

. The CDC must send the completed and signed form to the CSA by

the CSA cut-off date, which is 15th or previous business date prior
to the funding date.

On the first 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 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.

. The CDC should verify the ACH has been set-up by looking at the

borrower's loan detail on CDC Online.

. 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
Timeframe
15th calendar day of the month

Three (3) business days prior
to the last business day of the
month

Last business day of the month

Last business day by the close
of business

First business day of the
month

Second business day through
the 15th of the month

Activity

No ACH change requests for the following month can be made

No additional ACH deletion requests for the following month can be
made

CSA sends debit request to borrower's bank

"Good funds" required
Payment is due and debit from CSA occurs

The majority of payment reject 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

32

a. An ACH reject may occur for a number of reasons, including the fol-

lowing:
1. Insufficient funds;
2. The account type does not qualify for ACH;

3. Administrative errors in the ACH information prior to the first
debit;

4. Borrower closed the account;
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5. The bank was acquired and the necessary changes to the
ACH were not made; or

6. Borrower revoked the authorization or stopped payment.

. The CSA receives natification of rejected payments beginning the

second business day of the month. However, it is possible for noti-
fication of a reject to occur up to 48 hours following the debit.

. 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 check-
ing the ACH reject report on a periodic basis (see Chapter 2.8-CSA
Reports).

. The ACH reject report will indicate whether or not the borrower is

being removed from ACH.

. 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.

. 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.

. The borrower will be automatically removed from ACH under the fol-

lowing circumstances:
1. The borrower revokes the authorization for the debit;
2. The bank account is closed;
3. The borrower stops the payment; or
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.

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

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

i. 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.

. 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."


http://www.pay.gov/
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B.

C.

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.

Payments made by wire will be applied to the borrower's loan one (1) busi-
ness 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 bor-
rower'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 applic-
ation of payment is delayed as a result, the borrower will be assessed a
late fee if the payment is not received by the 15th of the month.

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 pay-
ment 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.
B.

504 loan interest is calculated on a 360/360 basis.

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

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



1.

For the 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 pay-
ments.

If the loan is 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.

6. Order of Payment Application
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(1)

)

©)

(4)

(®)

(6)

General Rules for Application of Payments

How Payment is Applied

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
1. Borrower Receivables

a. When aloan payment is made by ACH, the CSA pays out the fees
tothe 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 fees that were advanced.

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



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

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.

If aloan is transferred to SBA for servicing or is accelerated, and a
Borrower Receivable is outstanding for CDC servicing fees, the out-
standing CDC servicing fee is deducted from the CDC servicing fee
payments in the next monthly fee disbursement to the CDC.

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 Guar-
antee 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.

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.

The daily interest amount is calculated by multiplying the actual prin-
cipal 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.

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.

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
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a.

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

Principal is applied until the actual note balance matches the 504
amortization schedule.
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5. Late Fees

a.

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

Late fees are applied in one month increments and cannot be par-
tially paid.

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.

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

Late fees may be paid by wire or by check. The check should be
made payable to the CSA.

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

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

a.

Unallocated funds may also be referred to as Escrow, Escrow
Reserve, or Difference to Escrow. The account is used for any bal-
ance 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. Forpayment application examples, see Appendix 1

7. Payment adjustment at 5-year anniversary dates

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

B.

C.

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) 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

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 frac-
tion of the normal monthly payment. A full payment is necessary to retire the
debenture, even though the note shows a lower balance. The amortization dis-
crepancy, described in more detail below, was corrected for loans funded begin-
ning in July 1999.

B. The 504 loan amortization schedule is derived from the 504 debenture amort-
ization schedule by dividing the semi-annual debenture payment by 6 and cal-
culating 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.

C. 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 out-
standing balance after the 12th year.

D. The CDC's float check includes a component for the difference between the out-
standing note balance and the outstanding debenture balance at the time of pre-
payment. 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.

E. 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.

F. 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.

G. Forthe complete memo issued by DCFC relative to this issue, as well as
examples of the amortization differences, see Appendix 2.
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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. Communicate and work with the borrower to schedule a prepayment; and

2. Meet the CSA's deadlines regarding prepayment notice and final pre-
payment.

B. CSA:
1. Provide final prepayment figures to the CDC via ETRAN Servicing;
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 doc-
uments for paid in full loans.

3. Prepayments

Prepayment Timelines

Date Event
No less than 8 calendar days prior to the prepayment date CDC submits the request for pre-
payment to the CSA via ETRAN Ser-
vicing.

From the 6th business day of the month until 5:00 PM ESTon  CSA publishes required prepayment
the 3rd Thursday of the month amount on ETRAN Servicing.

CDC notifies the borrower of the
amount required to prepay.

Prepayment Date-3rd Thursday of the prepayment month, or ~ Borrower wires the prepayment prior to
the next business day following the 3rd Thursday if the 3rd 5:00 PM Eastern.

Thursday is a holiday Prepayment may be made from the 6th
of the month until 5:00 PM EST on the
3rd Thursday.
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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 pay-
ment date;

If the borrower is not current, all accrued interest, fees and any behind prin-
cipal;

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

8. 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 win-
dow, 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.

Upon request by the borrower for a prepayment estimate, the CDC may
obtain the estimate via ETRAN Servicing. Prepayments can be scheduled
and estimates can be provided up to six months in advance of the anti-
cipated prepayment date.

The CDC should be aware of the semi-annual debenture payment dates
when working with the borrower on scheduling a prepayment. If the bor-
rower 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 col-
lected 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.

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

from ETRAN Servicing.

The CDC must provide the official prepayment amount in writing to the bor-
rower.



7. 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 instruc-
tions 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 pre-
payment request.

C. Post Prepayment Activity

1. The release letter confirming the prepayment has been processed is gen-
erally available on ETRAN Servicing within two business days of the CSA
receipt of the wire. However, 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 let-
ters 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 appear in the ETRAN Ser-
vicing 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 busi-
ness day of the semi- annual month.
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6. The SBA CLSC will notify the CDC to prepare release and satisfaction doc-
uments for the loan and will grant a limited power-of-attorney to the CDC to
execute the release documents.

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

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

4. 504 Loan Maturities

A.

C.

D.

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.

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

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

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

5. 504 Debenture Repurchases

A.

B.

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

Information regarding the liquidation process and best practices can also be
obtained through the liquidation training course offered by NADCO.

Placing a loan "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 defer-
ment. The loan must also be placed in liquidation in the following circumstances:

1. The third party lender has initiated foreclosure;

2. Alawsuit has been filed against a borrower/guarantor which may adversely
affect SBA's collateral position;

3. The borrower files bankruptcy; or
4. The CDC receives notice the borrower has abandoned the collateral.

When a loan is 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 tran-
scripts are then sent to SBA (Denver Finance Center) to prepare the wire.


http://www.sba.gov/lender-documentation-tool/sops

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 changed to a 5.

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

1.
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Although the accounting for loans where the status code has changed to
accelerated is handled by SBA, alink to the loan is available through the
CDC Online website. It may take up to 30 days following debenture repur-
chase 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 sys-
tem, the CDC should contact the SBA CLSC for information.


http://www.pay.gov/
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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 of calculating the  10/25/2016
catch-up payments

4 Updated Link and Miscellaneous Grammatical Edits 10/1/2018

*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 CSA s 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, avail-
able 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 defer-
ments 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).

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 apparent the borrower's financial difficulty is so severe that a
deferment would only prolong the potential acceleration of the loan.

3. The amount deferred may include full or partial payments.
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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 bor-
rower will repay the deferred principal amount and all accrued interest, ser-
vicing fees, and late fees. It will specify 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 spe-
cific 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 doc-
uments should be sent to SBA504CSA@wellsfargo.com

1.

2.

48

CDC completes the CDC 504 Deferment and Catch-up Form, which is
available on the homepage of CDC Online. (Click here to access form)

CDC emails the completed form to the CSA, along with any other doc-
umentation and SBA approval, if applicable.


mailto:SBA504CSA@wellsfargo.com
https://caweb.sba.gov/cdconline/help/CDC_504_Deferment_and_Catch_up_Form.pdf

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 con-

. firmation 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 with 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 pay-
ment amounts (only for Step-up Catch-ups).

CDC should complete section 4 to notify 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 unal-
located 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 inform-
ation. CDC should comment if the request is a Catch-up revision request or
a Retroactive Deferment.

E. Deferment and Catch-up Deadlines:

1.
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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.

Any changes to the ACH information must be received by the 15th cal-
endar 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 bor-
rower'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 cal-
endar 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 witha"C" in
the last column of the report.

Application of Catch-up payments - Payments will be applied in the fol-
lowing 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 bor-
rower 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 assumptionis a
request by an unrelated entity to take over a borrower's legal obligations and bene-
fits 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.

CSA Manual | 10/01/2018


https://caweb.sba.gov/cdconline/help/CDC_504_Assumption_Control_Worksheet.pdf
https://caweb.sba.gov/cdconline/help/CDC_504_Assumption_Control_Worksheet.pdf
https://nadco.site-ym.com/resource/resmgr/Docs/CDC_504_Assumption_Control_W.pdf

52

This page intentionally left blank to ensure new
chapters start on right (odd number) pages.



1. Revision History*

Section Revision Description Date
N/A Original Published Guidelines 4/1/2015
48&5 Updated Links, Screen Shots and Narrative to Reflect CDC Online Access 10/1/2018

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

A. The SBA s responsible for providing CDCs and the SBA with online access to bor-
rower 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://caweb.s-
ba.gov/cdconline/index.cfm

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

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

D. 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. Gotothe SBA Capital Access Financial System (CAFS) for enroliment
(https://caweb.sba.gov/cls/dsp login.cfm). Complete and submit the enroll-
ment form, and wait to receive the approval email from SBA.

C. Upon SBA approval, log in to CAFS and request access to the CDC Online mod-
ule.

D. Access CDC Online upon receipt of SBA approval email.

E. Contact the SBA IT Help Desk (1-888-484-2237/ cls@sba.gov) for issues with
enrolling or accessing CAFS or CDC Online, or to remove access for any person
no longer employed by the CDC.
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5. Navigating the website

A. Logintothe Capital Access Financial System (CAFS).

/ [ Capital Access Financial

&

x
C | @ Secure

SBA Account Login

Not Enrolled?
Forgot Password?
Forgot Username?

Disclaimer

You are accessing a U's Government nformation system,
which includes (1) this computer, (2)this computer

network, 3) all computers connected to this network, and
4) 3t evices and storage media attached to this network
0rto a computer on this network. Thi information system
s provided for U Goverment. authorized use only

Unauthorized or improper use ofthis system may resutin
discipinary action, s well as vl and criminal penalties

By using this Information system, you understand and
consentto the following:

onable expectation of rivacy regarding
s or data ransitingor stored on this
¢ any time, the government may for
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CaprtaL Access FINANCIAL SYSTEM

SBA Today

Portfolio Size & Dollars (in
Billions)

684,320 instruments for

Financial Instruments Funded FY
2018

PSB Bid Bonds

PSB Final Bonds

Guaranteed Bid Bonds 5341

Guaranteed Final Bonds 2624

53896

7(2a) Loans

504 Debentures 5353

SBA’s new process for measuring urban and rural lending activity Disaster Loans 137137
To enhance the quality of SBA's reporting, SBA will rely on data from the US Census

Bureau to determine whether the small business applicant is located in a rural or

Loans to Microborrowers 4652

Loans to Microlenders 56
SBAgov

409300

—

B. Click on the Loans drop down menu and select Electronic Lending — Servicing
(ETRAN).
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SBA Agent

Account at a Glance

HQ Location: 515455 - Pwc Public
Sector Lip-Csa

Email: trang,y.nguyen@us.pwc.com

: Steve Stine

Financial Instruments Funded FY
2018

#
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PSB Final Bonds 587
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C. The user will be directed to the landing page of the ETRAN Servicing with access
to loan-level data and reports.

— a02BCAD
s E-Lend 3 = v
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ELend News and Updates

Version 5.2in Production

Support for CDC's performing 504
Delegated Servicing in place 6/30

Today's date is Thu, September 05,

SBA Loan

Servicing
System

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

2. Settings Menu - Provides access to the update profile, password reset, and
access request screen.

Help - Provides information on browser errors.
Contact Us - Provides Wells Fargo contact information.

Search - Provides access to individual loan histories (loan number is recom-
mended to search for a specific loan). Details regarding the loan history
statement are described in Section D below.

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

D. Options available under "Prepayment”

1. Prepayment Home Page

/ s SBA 504 Program - Welc. x \! e - X
< C' | @ Secure | https:/c b elend/servicing/dataentry/prepayment/index.cfm i
— S0 C A
SBA S0 s
) Prepayment
Expand_|_Collapse |
“J Prepayment Home Welcome Central Office: 504 Prepayment
3 Letters.
9 Prepayment Confirmat | —Loans scheduled for Prepayment as of August 30, 2018 -
3 Prepayment Cancallati
O CEisT Yy “Scheduled for Prepayment - Loan Number PrepaymentDate  [08/30/2018 Add New Loan
 Transcript History. Estimates . - = —
9 Prepayment Release L
) Reports.
 ACH Reject Reclplents show 10_v ] entries search:
o Estimates - Closed Schedt Loan ,  Loan Sorrower Name Prepay action GFD status
Program Number Date Received
504 [ ] 01/17/2019 N Open
504 | 01/17/2019 N Open
504 —— 011772019 N Open
504 — 01272019 N Open
504 — 122072018 N Open
504 — 121202018 N Open b
ast modifod: 10/132017 120000 AM . s SaA precesding 0176 coics

a. Schedule an Actual:
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1. Enter the loan number and prepayment date(3rd Thursday of
the month)

i 55450 Program - W X e - o x
€ C @ secure | htps//caweb sbagov/elend/servicing/dataentry/prepayment/dsp loan form.cim
504 SO0UABCAD
SBA | propayment

Expand | Collapse

- P Actual Request Edit - N

2 Leters
1 Repors

o AGH Rejoct Rociplots

o Estimates -Closed Seheds

16
Fox 2126236104

]

Email Address +

Request for information on the following loan:

st modifed 02022012 120000 A

2. Hit Add New Loan
Enter appropriate contact information.

4. Hit Submit twice. A confirmation letter will appear showing
the loan has been scheduled.

b. Schedule an estimate:

1. Click on Schedule for Prepayment — Estimates.

s SBA 504 Prog e - a x
> cC https//cavieb sba gov/cle *
Sh | 202Btam
Propaymant
Expona | Coepse | 3
‘i Prepayment Home August 30,
S st N P o &
O rpors i ] y T AodNew Loan
o AcH Rejct Ractionss
o Eatimate - Closed Sohdt show (107 Jenvies sesn
Loa Loan prepay o
pamn e Sormower ame " o s
504 — I 05/21/2020 N Open
o E— — asnezots " open
00 — — 487018 N open
o — — ovasras " oven
504 — I 037212019 N Open
504 — I 0212142018 N open
o — —— oz "
o p— o "
e o4 i

2. Follow step 1to 4 from above.

3. The screen will read that the record has saved when com-
pleted.



2. Under the Letters tab on the left-hand side of the page, there are the fol-
lowing selections: "Prepayment Confirmation Letter," "Prepayment Can-
cellation Letter," "Work-up Cover Letter," "Transcript History," and
"Prepayment Release Letter.”

| Expand | Collapse |

‘_J Prepayment Home

' Letters
@ Prepayment Confirmation Letter
@ Prepayment Cancellation Letter
@ Work-up Cover Letter
@ Transcript History
@ Prepayment Release Letter

Qa Reports

@ ACH Reject Recipients

@ Estimates - Closed Scheduled

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

s SBA 504 Program - Welc x (s SBA - CSA 504 x e - x
& C | & seare | hips d/senvicing/dataentry/prepa p_req_conf letter.cim aw i

2a028¢€an|
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b.

C.

Prepayment Cancellation Letter - In order to generate a Prepayment
Cancellation Letter, the user first needs to go Prepayment Home
Page and enter the loan number and prepayment date and Hit Add
New Loan. On the next screen, the user should select "Cancelled"
from the status drop-down. Once the request has been processed,
the user can generate the letter.

e - <] X

Q|

A0UBCAD

Work-up Cover Letter - The Work-up Cover Letter shows the details
of the prepayment estimate or the actual prepayment amount, if
applicable.

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.

s SBA - C5A 504 % \\ e - x

sp_transcript_fistory.cim Q% i

PXCRST=ACR Jcd




e. 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.

s 554 501 Program - wele x \(a S9A- CSA 504 X\ e - x
<« C @ Secure | htty elend/servicing/dataentry/prepayment/dsp_release._letter.cfm Q| i
504 A0UBCAP

SBA e

3. Reports: Under the report tab on the left-hand side of the page, there are following sec-
tions.

a. Closed Scheduled: Aftera CDC views the Work-up Cover Let-
ter, the loan will move from the Open Scheduled list to the
Closed Scheduled list. This does not mean that the loan has pre-
paid, only that the Work-up has been accessed.

o SOA 504 Program - Welc x \(a SBA CSA 504 <\ e - 85 x
& C @ Seaue | hips y/prepayment/dsp loans scheduled closed.cim %)
— N 202BCa®
SBA  eropamon
' Prapayment Home Welcome Central Office
L Letters.
ST L d Closed 30,
0 @emaesear) Show 10+ lentries Search:
> cancelied o o
an repay
0 (Enemies o Borrower Name R o St
3 Scheduled Payolts Dollars
& EX | — 08182018 N Closed.
3 Schedulad Prapayments by S/A Date
o 0 — — 516208 N Closed
@ ACH Reject Recipients 04 NN W 05157018 N Cosed
o Estimates - Closed Scheduled 504 pS WSS 05157015 N Closed
S0 m— — 0376208 N Closed
00— ene208 N Closed
s0:  m— — Bne8 N Closed
s+ o SN 015015 N Closed
04— 0815208 N Closed
00— 05162018 N Closed
2 s a4 s

|Last modifed: 102472017 12:00.00 A

b. Canceled: Shows loans which were scheduled for prepayment
and subsequently canceled.
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€ > G| @ secure | hutpsy/caweb.bagov/elend/servicingdataentry/prepayment/dsp_loans cancelledcfn % i
504 QOB CAG®
SBAL | e
Expand T Compse ]
4 Prepayment Home Welcome Central Office

(J Letters

[~Loans cancelled as of August 30,
Show |10 v Jentries Search

e Prepay
Borrower Name. €DC Name o

05/15/2008

3 Scheduled Prepaymen|
3 Released Loan Report

3 ACH Reject Reciplents

3 Estimates - Closed Schach

0972072012

04/15/2004

“#0in “No Fear A ADA

st moitea var202017 12,00 00 At

AL H

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

— - s02BCa®
— Prepayment

Welcome Central Office

Show 10 v entries Search

Loan o Prepay
N Borrower! Name Nemper <DC Name. o

‘ruamunem loans as of August 30, ‘

Schedule Payoff Dollars: Shows the loans that have had their
Work-up Cover Letters opened and the total prepay amount for
each of those loans.

Expand | Collapse ]

{3 Prepayment Home Welcome Central Office
3 Letters

 Prepayment Confirmat|
9 Prepayment Cancallati|
® Work-up Cover Latter

Scheduled Payoff Dollars as of 06,
|—\o(al Records: 0

 Transcript History
3 Prepayment Release L
‘3 Reports

Schedule Prepayment by S/A Date: Shows all loans for which
the CDC has scheduled a prepayment date with the CSA after
entering in a select S/A date period.

Expand | Collapse ]

‘3 Prepayment Home Welcome Central Office
(] Letters
(1 Reports

3 ACH Reject Recipients

9 Estimates - Closed Sched: Enter S/A Date Range

Get Prepayment Report by Semi Annual

e 1 O e T

4. On the left-hand side, the Estimates- Closed Scheduled list shows all loans that have
had their estimate Work-up Cover Letters opened.

Expand_|_Collapse

(4 Prepayment Home
(] Letters
(1 Reports
3 ACH Reject Recipients

9 Estimates - Closed Scheduled

60

Loans Scheduled for Prepayment and Closed as of 06,2018 -
Show| 10 v |entries Search:
Loan Loan Prepay . GFD
B N Act staty
Program Number orrower Name Date ction Received atus

504 [ ] _ 09/20/2018 W N Closed
504 | ] _ 09/20/2018 W N Closed




E. Loan Detail Information:

1. Select CDC Online on the Loan dropdown menu.

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

3 S04 504 Progam - Weknme 10 the CDCOriine - Google Chiome - 8 X
Secure | MR caweb b gov) . v a

& -

Welcome Central iffice

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

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

Note Principal - Original balance of the loan.

d. 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

h. 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 sched-
ule 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 sched-
ule as of the Amort Date above (assuming the loan is current).

k. 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 inform-
ation 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 fol-
lowing abbreviations:

1. A: ACH payment;

2. AR: ACH reject;

3. W: Wired payment;

4. C: Check payment;

5. X: Adjustment or returned check; or
6. CC: System adjustment by CAFS.

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

CSA Manual | 10/01/2018

T ([OANNUWEER: I PRINCIFALLEFT: IS0 G |

REFINANCED: MO AMORT DATE: oaja0/2008 |
REGIOM: AMORT INTEREST: 85210
CDC: . AMORT PRINCIPAL: 3 s
LOAN STATUS: lf'I'I\'E AMORT PAYMENT: 5019.34

NOTE PRINCIPAL:  723,000.00 NOTE BALANCE: 23922506

NOTE RATE: 4.85533 FEE PAID DATE: 06/30/2018 4

ISSUE DATE: 04/18/2003 INTEREST DATE: o6/20/2008 ©
MATURITY DATE: 04/00/2023 CURR LOAN DATE: 04/01/2023
ACH BANK: e— | [[C0RR AT weeDED: 10,6%0.3:

SMIL BUSINESS CONS:
W-aim:

W-0 NAME:

W5 STREET;

W-a CITY:

W9 STATE:

W9 21

a ACH ROUTING:
ACH MCCOUNT:
BORROWER NAME: I
BoRROWER STREET: I
BORROWER CITY: I
BoRROWER STATE: I
sorrower 2iP: [N

|.|||I‘L

= €DC Loan Detall Fee Information

PuT POSTING TOTAL DFe S8A CsA coc INT PRINC. LATE UMALLOC  PREPAY E
DaTE FYMT FEES FEE FEE FEE AMT AMOUNT FEE AMT AMT
w 07/11/2018 10,038.68 31497 000 0.00 0.00 1,003.22 872049 0.00 0.00 0.00 239,225.26
AR 07/a3/2018 3497 0.00 85.52 20.56 08,59 Q.00 .00 0.00 0.00 0.00 247.945.75
h A 08042018 501934 3497 BS52 2086 w859 202556 2,363.94 0.00 0.00 000 24794575
AR 05022018 497 .00 B5.52 20086 208,59 000 .00 000 0.00 000 250,300.59
W 04/17/2018 527618 0.00 one 0.00 000 000 527618 0.00 0.00 0.00 250,309.59
a A 04/03/2018 527618 0.00 31052 7574 7136 208483 204773 9.00 0.00 000 2965857
LW O3132018 527618 .0d 18526  37AT 3TR6E LOSTAT 364720 .00 .00 .00 257.633,50



64

. ACH Information - If the loan is not current and no longer on ACH,

the ACH information will be blank.

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.

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).

. The application of funds for the payment made April 2018 - Shows

that two months of fees were paid, with the remainder to past due
interest until not enough funds remained for a day's worth of
interest.

Funds are posted to DFB (Due From Borrower) fees when an adjust-
ment 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.

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



1. Revision History*

Section Revision Description Date
N/A Original Published Guidelines 4/1/2015
4 Updated Links, Screen Shots and Narrative to Access Various CDC Reports 10/1/2018

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

A. The CSA is responsible to properly account for and report all transactions. All soft-
ware and technical data are the property of SBA, including new software and
upgrades.

B. The CSAis responsible for providing the five-day, 15-day, 45-day, and 65-day
delinquency reports, as 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 Portfalio;
Status of Portfolio-Non Current;
Application of Funds;
Funding Statement;
Amortization Schedules;
Funding-Conformed Copies;
45 Days Delinquent;
65 Days Default;

Late Fee Assessed;

© ©® N o g > w Db =

—
©

Late Fees Disbursed;

N
—

Late Report;
Loans with no ACH; and
13. Float Report.

—
N

B. The following reports are generated multiple times each month based on activity:
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1. ACH Reject; and
2. Payout Statement.

C. 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 Agree-
ment. 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.

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

E. 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 com-
municate 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.

F. Accessing a report by clicking directly on the report name displays the datain 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, Applic-
ation of Funds, 45 Day Delinquent, and 65 Day Default reports.

4. Reports
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.

- SEA S8 Frogeam - Wel: 8 - 8 x
& 3 © | @ Secure | hrps.icawebasba gow exch o i
55} a0UBTAM|

i —
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:
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a. If the report 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.

- SRASGL Frogram - Wek: % A - & x

€ = | @ Secure | hups.icawebsba govcdoaninerdn_stats portfohia.chr e 01 SCDC b 00HS e s e rpt ines e i

Welcoms Cantral Offics

o ’rﬁuuwlnlAMw.mﬂ and Raport to view. ’,m orde by Indiidual
TER Lo WA

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.

5. Inorder to further sort or group the data, the user may export
to Excel or to a text file

c. Ifthereport is accessed from the Report menu, the user will select
from xlIs or txt format and save the report download.
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B. Status of Portfolio-Noncurrent

1. The report may be accessed from the "Status of Portfolio-NonCurrent" link
near the top of the screen.
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2. Thereport 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 in4 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

— Data for the App Funds for each loan.

LOAN NUMBER:
DISTRICT NAME:
CDC NAME:

RECEIVED DATE: 08/02/2018

SBA FEE: 2.88

CSA FEE: 15.98

CDC FEE: 158.77

INTEREST APPLIED: 805.59

PRINCIPAL APPLIED: 1,250.92

DIFF TO ESCROW: 0.00
Top of Report

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).

8. If aborrower 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.




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

2. Thereport lists all loans in the CDC portfolio which are not currently paid
via ACH.

3. 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

Expand | Collapse

& fnc Home Welcome Central Office
{2 Reports
9 Status of Portfolio
@ status of Portfolio - Non ¢ —Please select a Region, CDC and Report to view, ———————— View records by individual
9 Application of Funds REGION  ¢DC REPORT loan number.
9 Loans with No ACH Banks - [ K ACH Reject v Submit ENTER LOAN
NuBER Submit

9 45 Days Delinquent
9 65 Days Default
9 Payout Statement

504 PROGRAM - ACH REJECT MONTHLY
9 Funding
9 Other Reports Date: 09/06/2018 Region: Il coc:
(1 1098 / 1099 / Annual Stateme Results Per Page: 10| 20|50 100 |
3 SBAReports

-_—

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

N

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

w

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

>

The report lists each loan with a payment reject on the Rejected Date, indic-
ates the reason for the reject and whether or not the ACH has been deleted.
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5. Ifthe 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.

F. 45 Days Delinquent
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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 pay-
ments due, the next semi-annual date, and whether or not the loan was fun-
ded 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 2.

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

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

N o o A

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



G. 65 Days Delinquent
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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. For purposes of the report, 65 days delinquent is defined as 3 payments
owed as of the 20th of the month.

The report is generated on the 20th of each month.
User options are the same as described for the 45 day report

The report is used by SBA to identify the loans which should be accel-
erated unless the CDC has submitted a workout plan to SBA.

H. Payout Statement
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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.
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3. The report 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 addi-
tional 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.

I. Funding

1. Reports related to the monthly funding may be accessed from the "Fund-
ing" link near the top of the screen.

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.

s SBA 504 Program - Wele X e = X

— SOBCAG®

Expand | Collapse. 504 PROGRAM - Schedule - August

<<Back

5 staws of Porfalio- Non ~Loan Number: IR

o Application of Funds Top?

Vears  PerMonth
L v e Borrower T Amount BB E 5125330

Issue Date Aug1s 18 Note Rate 50 5050

CDC Number — Escrow 5104938 1115 5116949
Loan Number I Term 20vears  16-20 51,114.87

D G Month  No Interest Principal Balance sBA  coc s Payment
(1 1058 1099 AnruatStateme stP1s oL s8042 §759%  SI7824006 95T $9323 492 5128330
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UAN19 005 $s3T2 551366 §17619470 9577 59323 S1492 125330
FEB19 006 Ss34ar $51521 S1561949 9507 $9323 S149) 5125330
MARIS 007 $532.60 551678 S17516271 S9577 59323 S1482 5125330

a5t maaied: 071132018 120000 .

b. Conformed Copy - User enters the funding date to generate the con-
formed 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 - August 2018

Funding Statement - August 2018

Loan Number Borrower Debenture CDC Fee Closing Balance To
Amount Costs Borrower
| ] ] $179,00000  $2,580.00 $2,500.00 $774.00
Lender SBA Fee Withheld $1,075.00

ACH Credit: $4,005.00

* Fee paid by CAIP/NAD Bank

<< Back




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

CSA Manual | 10/01/2018

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

— FLOAT REPORT

pear coc: 03l

Semi-Annual Float Interest Payment for October 1, 2017 thru March 31, 2018

An ACH credit for the above amount has been issued.
The Pro Rata calculation is based on 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.

May 03,2018

Pro rata share of the interest earned on your borrower's monthly payments
Pro rata share of the interest earned on your borrower's monthly prepayments
Balance due to the CDC Resulting from loan prepayments

ACH Credit Amount

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.

The float check is comprised of three components:

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

b. the CDC's prorata share of interest earned on loan pre-
payments, 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.

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 cur-
rent month.

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

Late Fee Assessed Report - July 16,2018
SBA Number Statement Name Amount Due Late Fee
Assessed
$3,363.55 $168.18
$1,064.90 $100.00
CDCTotal $4,428.45 $268.18
<< Back

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.

Late Fees Disbursed Report - July, 2018 | CDC: 091l

SBA Number Borrower Date Incurred Date Collected ~ Amount  Status

_ 05/16/2018 07/18/2018  $168.18
07/16/2018 07/18/2018  $168.18
—

CDC Total $336.36

<< Back

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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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.

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

2. Annual Statements

SBA 504 PROGRAM SM
[y et

ANNUAL STATEMENT

THE FOLLOWING IS THE INFORMATION AS IT APPEARS IN OUR RECORDS FOR THE CALENDER YEAR 2017

** THIS INFORMATION HAS NOT BEEN REPORTED TO INTERNAL REVENUE SYSTEM **

LOAN NUMBER ]
MAME OF THE BORROWER L]
]
TAX ID NUMBER ]
TOTAL INTEREST PAID $6,275.91
CDGC NUMBER I
COC NAME |

a. Annual statements are available for all borrowers that made pay-
ments 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 inform-
ation.



1. Current Loan - Sample Payment

A. Amortization Schedule

—Loan Number: _

Top*
Years Per Month
sorrower | Amount  $441,000.00 1-5 $2,938.25
Issue Date Jan 17 18 Mote Rate 2.96978% 6-10 $2,83854
coc Number [N Escrow $2,43587  11-15 $2,723.66
Loan Number - Term 20 Years  16-20 $2,590.42
Month No Interest Principal Balance SBA cDC CSA Payment
FEB 18 001 $509.32 $1,926.55 $439,073.45 $235.94 522965 $36.75 $2,938.25
MAR 18 002 $1,086.63 $1,349.24 $437,72421 $23594 $229.65 $36.75 $2,93825
APR 18 003 $1,083.29 $1,352.58 $436,371.63 $23594 $22069 $36.75 $2,03825
MAY 18 004 $1,079.94 $1,355.93 $435,015.70 $23504 522069 536.75 $2,038.25
JUN 18 005 $1,076.58 $1,359.29 5433,656.41 523594 5229.69 $36.75 $2,938.25
JUL18 006 $1,073.22 $1,362.65 $432,293.76 $235.94 $229.69 $36.75 $2,938.25
AUG 18 007 $1,069.85 $1,366.02 5430,927.74 $235.94 $229.69 $36.75 $2,938.25
SEP 18 008 $1,066.47 $1,369.40 $429,558.34 $235.94 $229.69 $36.75 $2,938.25
0OCT 18 009 $1,063.08 $1,372.79 $428,185.55 $235.94 522965 $36.75 $2,938.25
NOV 18 010 $1,059.68 $1,376.19 $426,809.36 $23594 $22069 $36.75 $2,838.25
DEC 18 011 $1,056.27 $1,379.60 $425,429.76 $235.94 522965 $36.75 $2,938.25
JAN 19 012 $1,052.86 $1,383.01 5424 046.75 $235.04 522069 $36.75 $2,038.25
FEB 19 013 $1,049.44 $1,386.43 5422,660.32 523594 5229.69 $36.75 $2,938.25
MAR 19 014 $1,046.01 $1,389.86 $421,270.46 $235.94 522969 $36.75 $2,938.25
APR 19 015 $1,042.57 $1,393.30 5419,877.16 $235.94 $229.69 $36.75 $2,938.25
MAY 19 016 $1,039.12 $1,396.75 $418,480.41 $23594 $229.65 $36.75 $2,93825
JUMN 19 017 $1,035.66 $1,400.21 $417,080.20 $235.94 522965 $36.75 $2,938.25
JUL 19 018 $1,032.20 $1,403.67 $415,676.53 $23594 $229.65 $36.75 $2,93825

B. Loan Detail - For a current loan, the payment application in the loan detail should
match the payment detail shown in the loan amortization.

CSA Manual | 10/01/2018
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—504 Program: Loan Details
Loay numeer: [N PRINCIPAL LEFT 419.558.34
REFINANCED: NO AMORT DATE 08/30/2018
reGion: i AMORT INTEREST 1.066.47
coc: [l AMORT PRINCIPAL 1,359 .40
LOAN STATUS: ACTIVE AMORT PAYMENT 293828
NOTE PRINCIPAL: 441,000.00 NOTE BALANCE 42955834
NOTE RATE: 296878 FEE PAID DATE 08/30/2018
ISSUE DATE: 01/17/2018 INTEREST DATE 08302018
MATURITY DATE: 01/01/2038 CURR LOAN DATE 01/01y2038
ACH BANK: =—— I CURRAMT 'IECED t'.i!t'l
achrouTing: [ SHL BUSINESS CONS [ ]
ach accoun: [ HNEGNG W3 1D [ ]
sosroweR vaE: INEE— wonwe
poRROWER STREET: [ W3 STREET —
RoRD LE —
pORROWER STATE: I | ]
eorrowER 2i7: [ [
—CDC Loan Detail Fee Information
BT POSTING TOTAL DFE  SBA CSA coC INT PRINC. LATE UNALLOC PREPAY BALANCE
DATE PYMT FEES FEE FEE FEE AMT AMOUNT FEE AMT AMT
A 0%/042018 293825 0.00 23584 3675 219.69 106647 136540 000 0.0 0] 419.558.34
A 08/02/2018 293825 000 23588 3675 229.69 1,069.85 136602 000 0.00 .00 43092774
A 07/03,2018 193825 0.00 235684 3675 22969 107322 136265 000 0.00 000 432293
A 06/04,/2018 293825 0.0 23584 3675 23969 1,076.58 135529 000 0.0 0.00 433,656 41
A 05/02/2018 293835  (L00 23804 3675 22060 107904 135503 000 000 43501570
A 04/03/2018 293825 000 23594 3673 229.69 108329 135238  0.00 0.00 000 43637163

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.

oistrict nave: [ MONTHLY PAYMENT:
PROGRAM NUMBER: 4 SBA FEE:
recion: i CSA FEE:

coc numseR: [l €DC FEE:

coc navE: I DIFF TO ESCROW:

LOAN NUMBER: IR TOTAL FEE DUE:
sorrower NAME: [ INTEREST DUE:
ISSUE DATE: 01/17/2018 PRINCIPAL DUE:

MAT DATE: 01/01/2038 LATE FEE DUE:

LAST PAYMENT DATE: 08/02/20158 TOTAL DUE:
LOAN AMOUNT: 441,000.00 PRINCIPAL LEFT:

2938125
235094
36.75
22969
0.00
502.38
1,066.47
1,369.40
0.00
2938125
430,927.74

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.

LOAN NUMBER: I

DISTRICT NAME: ]

RECEIVED DATE: 08/02/2018
SBA FEE: 235.94

CSA FEE: 36.T5

CDC FEE: 229.69

INTEREST APPLIED: 1,069.85
PRINCIPAL APPLIED: 1,366.02
DIFF TO ESCROW: 0.00

Top of Report

2. Past Due Loan - Sample Payment

A. Amortization Schedule

CSA Manual | 10/01/2018
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—Loan Number: INNNENEIIR

Top*
Years Per Month

sorrower [ NG Amount §514,000.00 1-5 $3,488.75

Issue Date Mar 17 10 MNote Rate 4.25491% 6-10 $3,433.37

€DC Number NN Escrow $3,178.21  11-15 $3,365.62

Loan Number_ Term 20 Years 16-20 $3,281.82
JAN 17 082 $1,367.83 $1,810.38 $383,953.56 50.00 $219.97 $35.19 $3,433.37
FEB 17 083 $1,361.41 $1,816.80 5382,136.76 50.00 5219.97 535.19 53,433.37
MAR 17 084 $1,354.96 $1,82325 $380,31351 50.00 £219.97 535.19 $3,433.37
APR 17 085 $1,348.50 $1,829.71 $378,483.80 $0.00 5219.97 $35.1% $3,433.37
MAY 17 086 $1,342.01 $1,836.20 $376,647.60 50.00 521997 53519 $3,433.37
JUN 17 087 $1,335.50 $1,842.71 $374,804.89 50.00 5219.97 $35.19 §3,433.37
JUL 17 088 $1,328.97 $1,849.24 $372,955.65 50.00 $219.97 $35.19 $3,433.37
AUG 1T 089 $1,322.41 $1,855.80 $371,099.85 50.00 5219.97 535.19 53,433.37
SEP 17 090 $1,315.83 $1,862.38 $360,237.47 50.00 £219.97 535.19 $3,433.37
0CT 17 091 $1,309.23 $1,868.08 $367,368.49 50.00 £219.97 535.19 $3,433.37
NOV 17 092 $1,302.60 $1,875.61 $365,492.88 50.00 521997 53519 $3,433.37
DEC 17 093 $1,295.95 $1,882.26 $363,61062 50.00 5219.97 53519 $3,433.37
JAN 18 094 $1,280.28 $1,888.03 $361,721.69 50.00 £219.97 535.19 $3,433.37
FEB 18 095 41,282.58 51,89563 $350,826.06 50.00 521997 53519 5343337
MAR 18 096 $1,275.86 $1,902.35 $357,92371 50.00 $219.97 53519 $3,433.37
APR 18 097 $1,260.11 $1,809.10 $356,014.61 $0.00 5219.97 $35.19 $3,433.37
MAY 18 098 $1,262.34 $1,915.87 $354,098.74 50.00 $219.97 $35.19 $3,433.37
JUN 18 099 $1,255.55 $1,922.66 $352,176.08 50.00 $219.97 $35.19 $3,433.37
JUL 18 100 $1,248.73 $1,829.48 $350,246.60 50.00 $219.97 $35.19 $3,433.37
AUG 18 101 $1,241.89 $1,836.32 $348,310.28 50.00 5210.97 535.19 $3,433.37
SEP 18 102 $1,235.02 $1,943.19 $346,367.09 50.00 $219.97 53519 $3,433.37
0OCT 18 103 $1,228.13 $1,950.08 $344,417.01 $0.00 5219.97 $35.19 $3,433.37
NOV 18 104 $1,221.22 $1,956.99 $342,460.02 50.00 $219.97 $35.19 $3,433.37
DEC 18 105 $1,214.28 $1,963.93 $340,496.09 50.00 $219.97 $35.19 $3,433.37




B. Loan Detail

—504 Program: Loan Details

]
NO

.

|

ACTIVE

LOAN STATUS

NOTE PRINCIPAL
NOTE RATE
ISSUE DATE: 03/17/2010

MATURITY DATE: 03/01/2030
ACH BANK

514,000.00

428491

ACHROUTING:

gorROWER v2tE: [
eorrower sTReE T [
sorrower CiTy: [ NG
BORROWER STATE: [l
poRROWER ZiF: [

PRINCIPAL LEFT:
AMORT DATE
AMORT INTEREST:
AMORT PRINCIPAL

AMORT PAY

NOTE BALANCE
FEE PAID DATE:
REST DATE

—CDC Loan Detail Fee Information

BMT POSTING TOTAL DFB SBA CSA D INT
DATE PYMT FEES FEE | FEE FEE AMT

AR 080272018 255.16 0.00 3519

A 8 0 3519

A 35.19

A 3519

A 040372018 3519

C. Status of Portfolio
pistricT Name: [

PROGRAM NUMBER: 4
REGION: Il
coc numeeR: I

CDC NAME:

LOAN NUMBER: -
sorrower NAME: [N
ISSUE DATE: 03/17/2010
MAT DATE: 03/01/2030
LAST PAYMENT DATE: 07/03/2018
LOAN AMOUNT: 514,000.00

Status: 2
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PRINC
AMOUNT
0.00
192948
192265
191587
1904910
MONTHLY PAYMENT:
SBA FEE:
CSA FEE:
CDCFEE:
DIFF TO ESCROW:
TOTAL FEE DUE:
INTEREST DUE:
PRINCIPAL DUE:
LATE FEE DUE:
TOTAL DUE:
PRINCIPAL LEFT:
[ToTALS |

343337

0.00
70.38
439 94

0.00

510.32
248378
3,879.51
171.67
704528
350,246.60

| Top of Repart |




D. Application of Funds

pistrict NaME: [

PROGRAM NUMBER: 4
REGION: Il
coc numeeR: I

LOAN NUMBER: -
sorrOWER NAME: [N

ISSUE DATE: 03/17/2010

MAT DATE: 03/01/2030

LAST PAYMENT DATE: 07/03/2018
LOAN AMOUNT: 514,000.00

Status: 2

MONTHLY PAYMENT:
SBA FEE:
CSA FEE:
CDC FEE:

DIFF TO ESCROW:

TOTAL FEE DUE:
INTEREST DUE:
PRINCIPAL DUE:
LATE FEE DUE:
TOTAL DUE:
PRINCIPAL LEFT:
[ ToTALS |

343337
0.00
70.38
439 94

0.00

510.32
248378
3,879.51
171.67
704528
350,246.60

| Top of Report |

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
KCategory (In order |from Amount Amount
lof application) Payment Due Applied
IDFB Fees 22.655.76
RBA Fees 22.655.76 1,250.00 1,250.00
ILSA Fee 21,405.76 133.33 133.33
ICDC Fee 21,272.43 833.33 833.33
interest® 20,439,10 3,323.58 3,323.5%
Principal™** 17,115.52 25,325.04 17,115.52
IPast Due Principal 8,200.52

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

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

Daily Interest = 1,468,390,12*2. 71610%,/360= 110.76
Interest Due=30"110.76= 332358
**Principal Due = Actual principal balance as

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

principal balance as of 10/1/2014 per

Flmurtizatinn 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 sched-
ule, 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 cur-
rent, the principal and interest application should match the amortization schedule

even though the fee payments do not match.

B. Example Amortization Schedule - Past Due Loan

JAN18 054  ST,754.77 $12,002.04  $2,893,50353  $2,736.72  $1,82448  $20192  524,600.93
FEB18 055 $7,72274 $12,034.07 $2,881,550.46  $2,73672  $1,82448 520192 524,609.93
MAR18 036  $7,60062 51206619  $2.869049327  $273672  $1,82448  $20192  $24 50093
APR18 057  $7,658.41 $12,00840  $2,857,3094.87  $2,736.72  $1,82448  $201092  524,600.93
MAY18 058  $7,626.12 $12,130.69 §2,845264.18  §2,73672  §$1,82448  $291.92 $24,609.93
JUN18 058 $7,593.75 512,163.06 $2,833,101.12 52,736.72 5182448 529192 524,609.93
JUL18 060  $7,561.29 $12,19552  $§2,820,90560  $2,736.72  $1,82448  $20192  524,609.93
AUG1E 061 $7,528.74 $12,22807  $2,80867753  $2,20383  $1460922  $23508  $23,664.94 5-Year Anniversary
fee adjustment
SEP18 062  $7,496.10 51226071 $2,796,41682  $220383 5146922 523508  $2366494
OCT18 063  $7.463.38 $12,29343  §2,784,12339  $2203.83  $146922  $235.08  $23,664.94
NOV18 064  $7,43057 $12,326.24 §2,771,797.15  $2,20383  §1,46922  $235.08 $23,664.94
DEC 18 065 $7,39767 512,359.14 $2,759,438.01 $2,203.83 $1,469.22  $235.08 $23,664.94
C. Example Loan Detail - Past Due Loan
— 504 Program: Loan Details
LOAN NUMBER: _ FRINCIPAL LEFT 2,706.416.84
REFINANCED: NO AMORT DATE CB/B0/2018
recion: [l AHORT INTEREST 7496 10
coc [ AMORT PRINCIPAL 12,260.70
LOAN STATUS: ACTIVE AMORT PAYMENT 13668 54
NOTE PRINCIPAL:  3,503,000.00 NOTE BALANCE 270003777
NOTE RATE: 320260 FEE PAID DATE CB/30/2018
ISSUE DATE: 07/17/2013 INTEREST DATE 06/30/2018
MATURITY DATE: 07/01/2033 CURR LOAM DATE 07/01/2033
ACH BANK  ee— JCURR AMT NEEDED: zasias)
achmouTinG: [ SHL BUSINESS CONS. [
acHACCoUNT: LET ]
eosrowen o [N WS NANE EE—
eorrower sTreeT: [N W-9 STREET I
eorrower omv- [ W3 Y. | ]
porrower sTaTe: [l W-B STATE ||
eoreower oe: [ W3 ZIP. ||
—COC Loan Detail Fee Information
T POSTING  TOTAL DF8 SBA (=% B = [ INT PRINE. LATE UHALLOC  PREPAY AALANCE
DATE YT FEES FEE FEE FEE AMT AMOUNT  FEE AMT
A CR04/2015 1366854 000 120867 13529 147058 780308 123sam 0.00 000 000 LT90ETIT
A CBOINE 1366554 000 120867 13529 147058 TSIST0 1123110 0:00 000 000 181129140
A CIN9/2018 2450993 000 173671 19191 181448 7156823 11186.59 0:00 000 000 284351150
A OG/MU2018 2460993 000 LTWTI J9192 1AM448  TRDOST  1L1Sh14 0:00 000 000 2830017
€ OSUO2018 2460993 000 LTWTI TN 12448 TRII0F  121i3TA 0:00 000 000 saThSTEL
€ 112018 2460993 000 17T K102 183448 TEESID  1209LSL 0.00 000 000 285008100
W Q162018 2460093 000 ITITI H192 152448 TAOTAE 1108033 0:00 000 000 1ETLOTIEN
€ ON142018 2460993 Q.00 LTITT M9 LAMAE  TTHSE 1202713 0.00 [T T B TR R

D. Example Fee Calculation

1.
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Fee rates
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a. SBA-0.9375%

b. CSA-0.10%

c. CDC-0.625%
2. Amortization Schedule

a. Scheduled Balance at 5-year anniversary (July 2018):
$2,820,905.60

b. Scheduled fee payments beginning August 2018
1. CSA: $2,820,905.60*.001/12 = $235.08
2. CDC: $2,820,905.60*.00625/12 = $1,469.22

3. Loan Detail
a. Loan Balance at 5-year anniversary (July 2018): $2,823,512.59
b. Actual fee payments beginning August 2018
1. CSA: $2,823,512.59*.001/12 = $235.29
2. CDC: $2,823,512.59*.00625/12 = $1,470.58

3. The materiality of the difference to the borrower depends on
the difference in the amortization balance and the actual bal-
ance and the size of the loan. In the example, the borrower
will pay a total of $81.60 more in CDC fees over the 5 year
period.



Excerpt from Memo issued by DCFC in April 2004, updated September 2018:

In July 1999 the 504 note amortization table programming was modified to correct a problem that had res-
ulted in the last full monthly payment debited against a CDC’s designated bank account when their 504
amortization table showed the outstanding principal balance and accrued interest going into the last pay-
ment as only a fraction of the normal monthly payment.

The purpose of this memorandum is to bring an awareness and understanding of the differences that exis-
ted 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. With just $3,332,488.94 principal amount of
twenty year debentures outstanding as of September 1, 2018 most of these differences are past.

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 pay-
ments 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 prin-
cipal 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. There-
fore 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

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 bal-
ance. (See lllustrations 2 & 2a)
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The difference, in the case of both ten and twenty year loans, builds over time but is transparent to the bor-
rower 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&I.

All active CDCs with outstanding 504 portfolios receive a semiannual float check every May and Novem-
ber. 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 semi-
annual 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 pre-
payment 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 pre-
payment 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
any time 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.
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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 con-
stant 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.

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 expos-
ure 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 hori-
zontal 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 its max-
imum 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 dif-
ferences were anything other than an unintentional result of the original programming of the 504 note amort-
ization table. It was always the intention of the program that the 504 borrower was to make 120 or 240
constant P&I 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 amort-
ization table difference, it is Eagle Compliance, LLC’s view that this would not be positive for the industry.
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Other CDC’s have questioned the possibility of reissuing the 504 note and amortization table with the appro-
priate corrections. Eagle Compliance, LLC does not believe this to be an appropriate solution for the fol-
lowing 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 reach-
ing 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 mat-
teris to educate and provide support to CDCs regarding this issue. Eagle Compliance, LLC is of the opin-
ion that it was always the intent of the 504 program that the borrower make 120 or 240 constant P&
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 con-
tinued 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 pay-
ment 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+I 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 bor-
rower 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 under-
lying 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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lllustration 1

AMORTIZATION SCHEDULE
Monthly Payments Due at Five-Year Intervals:
SBC;— Principal; 1,000,000 Rate: 6.006% 1-G0:  B,582.84 181-240; 7.681.43
DEA: Issues: Fab 17, 1969 Escrow: 7,162 84 (a) 61-120: 836362 241-300:
Loan ¢ e 20 e 121180, 8,073.23
Monlhly  Total Total
Month  No  Interest  Principal  Balance SBA Fes CDC Fes CSA Fee Payment Inferest Principal

fa) P&lI=7,162.84 - Normal Monthly P&l
Sep 16 211 98587 619697 18578421 22186 26630 3043  THB143 69814345 81321579
Oct 16 212 93485 622799 18055622 22186 26630 3043 788143 69907830 81344378
MNov 16 213 90368 625916 17429706  221.86 26630 3043 766143 6BO.98108 82570294
Dec 16 214 87236 620048 16500658 22186 26630 3043 786143 TO0B5434 83199342
Jan 17 215 B40.87 632197 16168461 22186 26630 3043 THE143 70169521 83631539
Feb 17 216 80923 935361 15533100  221.86 266.30 3043 788143 70250444  844,869,00
Mar 17 217 77743 638541 14884550 221868 26630 3043  TEE143 T03,281.87 85105441
Apr 17 218 T454T B41737 14252822 22186 26630 3043 TBB143 TO402734 85747178
May 17 213 71335 644948 13607873 22186 26630 5043 766143 70474089 86382127
Jun 17 220 6B10T 648177 12959686 22166 26630 G043  THE143 TOS421TH BT 40304
Jul 17 221 64863 651421 12308275 22186 26630 3043 TEE143 TOBOT0.39 BT 917.25
Aug 17 222 61603 654681 11658594 22186 26630 3043  THE143 TOGGB642 88346406
Sep 17 223 O0B326 657958 10995636 22186 26630 5043 76143 70726068 89004364
Oct 17 224 55033 661251 10334385 22186 26630 3043 756143 70782001 89665615
Mo 17 226 51724 664580 9669825 22186 26630 3043 7EE143 TORAITZS 90330175
Dec 17 226 48397 6GE7S87 9001938 22186 26630 3043  THE143 70862122  909980.62
Jan 18 227 45055 671229 8330700 22186 26630 3043 THE143 TO42TTT 91669281
Feb 18 228 41695 674589 7656120 22186 26630 3043 788143 TO4688.72 92343880
Mar 18 229 33818 677965 6978155 22186 26630 3043 7EE143 TI0.071.81 93021845
Apr 18 230 34826 681358 6296747 22186 26630 3043  THE143 TI04M1T7 83703203
May 18 231 31515 684769 5612028 22186 26630 3043  TEE143 TI07I632 94387972
Jun 1B 232 2B0BE 688186 4923832 22166 26630 5043 THE143 TI.0M720 85076168
Jul 1B 233 24644 691640 4232182 22188 26630 3043 TBE143 71126384 957 67E.0E
Aug 18 234 21182 985102 3537080 22166 26630 G043  THE143 TI147546 96462910
Sep 18 235 17703 698581 2838509 22186 26630 3043 TEE143 71165240 97161491
Oct 18 236 14207 702077 2136432 22186 26630 3043  THB143 71179456 97863568
Mov 18 237 10693 708591 1430841 22186 26630 3043 7EE143 T11.00149 98589150
Dec 16 238 T161 709123 721718 22186 26630 3043 THE143 71197310 99278282
Jan 19 239 3642 712672 90.46 22186 26630 3043 TEE143 71200922 90080954
Feb 19 240 045 9046 0.00 221.86 26630 3043 TEE143 T1200967  1,000,000.00
Last Paymant: 604,50

{b) P&1= 90.91 - Last Month's P&I Total Debenture Interest (Exhibit 1a) =T719,082.40
per Mote Amortization Table

Note Amortization Table
Understatement of Interest = T0T2.73 (c)

Normal Monthly P&| Payment from (a) =7,162.84
Last Month's P&I from (b) =80
7,071.93
80 rounding
7,072.73 = (c)
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lllustration 1a

lssuer.

Payment
Date

08-01-99
02-01-00

08:01-00
02:01-01

08-01-01
02:0102

08-0102
02.0103

08-01-03
02-01-04

08-01-04
02.01405

08-01-05
02-01-06

08-01-06
20107

08-01407
02.0108

(8-01-08
020109

US Government Guaranteed 5.9500% Development Company Participation Certificates, Series 1999-208

Small Business Cone
COC Name

Amount
Paid
15871.30
1365924

14106.79
1452647

1495863
1540365

15861.91
1633380

16619.73
1732012

17835.39
19365.99

1891238
1947502

2003441
20651.02

21265.39
218384

2254950
2323035

Interest
Faid

21105.36
2027782

2887027
2845059

2801843
2757341

2111515
2664326

26157.33
25656.94

2514167
461107

24064 68
2350204

2291265
22326.04

2T67
21079.02

2042756
19736.1

DEBENTURE AMORTIZATION SCHEDULE

Debenture Number:
SBA Loan Number,
Debenture Principal, 1,000,000.00

Semi-annual Remaining  Payment Amount Interest Semi-annual Remaining
Payment  Prncipal Amt Date  Paid Paid Payment  Principal Ami

4297706 98412830 080109 23911.16 1906580 4297706  616959.51
4207706 97042026 020110 2462251 1835455 4207706 54233700

4297706 95632247  06-01-10 2535503 1762203 4297706 56696197
4297706 4179600 020111 26109.35 16867.71 4297706 54087262,

4297706 926837.37  08-01-11 2688601 1609096 4297706 51398652
4297706 9143372 020112 2768596 1520110 4297706 48530056

4297706 BOS5T181 080112 2830962 1446744 4297706 457790
4207706 A7923A01 020113 2005778 1361028 4207706 42843316

4297706  B62418.28 080113 3023117 1274589 4297706  J98201.99
4297706  8A5098.16 020114 31130.55 1184651 4297706  J670T1.44

4297706 82726277 08-01-14 3203668 1082038 4297706  135014.76
4297706  B0BB9GTE 020115 33010.37 9966.69 4297706  302004.39

4207706 78996440  06-01-15 3309243 808463 4297706  268011.96
4297706 77050938 020116 3500370 797336 4297706  233008.26

4207706 75045497 080116 3604506 693200 4297706  196963.20
4297706 72980385 020117 371740 5859.66 4297706  158845.80

4297706 708538.56 080117 3822165 473341 4297706  121624.15
4297706 68664052 020116 3933874 361832 42977.06 8226541

4297706 66409102  08-01-18 4052966 244740 4297706 4173575
4207706 BAOBTO.ET 020119 4173575 124184 4297706 0.00

Total Debenture Interest = 719,082.40 (to Exhibit 1)
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10-YEAR 504 SAMPLE LOANS - DIFFERENCE BETWEEN NOTE AND DEBENTURE

Original Principal Balance § 285,000
Debenture Raie 6.050°%
Mote Fate B.122%
Issue Date 31198
Spread Between Mole & Debenture Rates 0.072%

Nale Bal Deb Bal Difference  Yr
Sep-98 27387330 27347282 [99.43) 1
Mar-80 262 04866 263,001.03 (142.35)
Sep-99 25168527 251 380.06 (194.79) 2
Mar-D0 24007267 24032996 (257.29)
Sep-00 22810094 22843047 [330.43) 3
Mar-01 21575622 216,171.02 (414,80}
Sep-01 20302970 20354072 (511.02) 4
Mar02 18990862 19052836 (614.74)
Sep-02 17638076 17T 12237 (T41.61) 5
Mar-03 16243348 16331085 (877.38)
Sep-03 14805380 14806153 (102773 [
Mar-04 13322831 13442178 (118347}
Sep-04 1734217 11931857 [1.375.40) 7
Mar05 102,184.15 103,75849 {1574.34)
Sep-05 8593655 AT 7271 (1,791.16) a
Mar-D6 6918524 7121200  {2,028.76)
Sep-06 5191457 5419660 (2.262.12) g
Mar)7T 3410846  36GEE6T  (2558.21)
Sep-07 157503 1660637  (2.856.06 10

Original Principal Balance £ 330,000
Debenture Rate 6.950%
Note Rate 7.050%
Issue Date 14097
Spread Between Note & Debenture Rales 0.100%

Mode Bal Deb Bal Difference  ¥r

MNow-87 3742046 317 52881 {108.35) 1
May-08 30532256 30545246 (120.90)
Mov-08 29279189 292 95645 {1B4.56) 2
May-39 27981296 280,026.21 {213.23)
Now-B9  266,369.79 266,646.64 (£T6.85) 3
May-00 25244571 25280213 (35642
Mow-00 23802355 238.476.52 (452 .47) 4
May-01 22308547 223563.10 (47T 63)
Mow-01 20761304 208 3114.57 {701.53) g
May-02 19156713  192.443.02 (855,69
Mov-02 17496794 17601293 (103198 6
May-03 15779486 15802614 [1,231.18)
Mow-03 13296607 14144182  (1,454.85) T
May-04 12154195 12324644 (1,704.49)
Now-04 10243712 10481877 (1,981.85) B
May-05 3254887 84093884 (22B7.97T)
Mow-05 6215276 6477792  (2.625.16) g
May-06 4092347 439847 (2,595.00)
Mow-06 1893478 2233416 (3,360.36) 10

Iar-06 17.490 17.80 May-07 1.2 11.26
Original Principal Balance §708.000 Criginal Principal Balance $ 430,000
Debenture Rate 5.800% Debenturs Rate 8.350%
Mate Rate 5,858% Mote Rate 8.491%
Issue Date a1/98 Issue Date 41
Spread Between Note & Debenlure Rates 0.058% Spread Between Note & Debenfure Rales 0.141%

Naote Bal Deb Bal Differance YT
Mar-99 67928421 679.664.91 {280.70) 1
Sep-99 65156017 65198584 [416.47)
Mar-00 62308076 62363415 1573.39) 2
Sep-00 58373629 504 48887 (752.53)
Mar01 56357230 564 52742 (955.03) 3
Sep-01 53254502  53IZTITA0  (1,182.08)
Mar-02 60062947  SB2064.37  (1,834.90) 4
Sep02 46T A0033 48851508  (1.714.75)
Mar-03 43403143 438056441  (202258) 5
Sep-03 35524585 40183684  (2.360.95)
Mar04 36358601 366.206.14 (2730.13) [
Sep-04 32881334 32094534  (3,132.00)
Mar5 28900860 29257672 (3568.12) 7
Sep-05 25012170 25416178  (4.040.08)
Mar06 21012163 21467122 (4549.59) 8
Sep-06 16897653 17407492  (5098.39)
Mar-0T 12665363 13234103 (568830} 4
Sep07  B311820 8944041 (B3M1.21)
Mar-0B 3838350 4533765  (6,999.06) 10
Sep-08 53 96 53.96

Mete Bal Deb Bal Difference YT
Oct-01 42287539  423,011.00 {135.61) 1
Apr-02 407 877.39 40793364 {106.25)
Oci82 39223126 392,328.89 {97 63) 2
Apr-03  375909.02 376,020.55 {111.53)
Oct-03 35883143 359.031.34 {149.91) 3
Apr-94 341, 118.08 34133283 {214.80)
Oct-94  322587.02 32289541 {308.39) 4
Apr-85  303,255.23 30368822 (432.59)
Oot-895  283,086.06  283,879.13 {591.07) 5
Apr-96 262 04940 262 834 68 (T85.26)
Oct-96  240101.60 24111994  (1,018.34) 6
Apr-97 21729537 21849863 (1,293.28)
OctO7 19331971 19493288 (1613.17) T
Apr-08 16840188 170,383.26  (1,961.38)
Oct-08  142407.28 144.806.69  (2401.41) 8
Apr-99 11528935  118166.38 (2. 877.03)
Oct-99  96,999.58 2041176 (3.412.18) 9
Apr-00 5748732  61.486.38  (4,011.06)
Oct-00 2669976  HIT787  (4.678.12) 10
Apr-01 29,75 28,75

Source: Debenture Amortization Schedule and Note Amartization Schedule
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Z0-YEAR 504 SAMPLE LOANS - DIFFERENMCE BETWEEN NOTE AND DEBENTURE

Mot Rate

Dec-99
Jun-00
Dec-00
Jun-01
Dhac-01
Jun-02
Dec-02
Jun-03
Dec-03
Jun-04
[ec-04
Jun-05
Dec-05
Jun-06
Dec-06
Jun-07
Dac-07
Jun-08
Dec-08
Jun-09
Dec-09
Jun-10
Dec-10
Jun-11
-11
Jun-12
Dag-12
Jun-13
Dec-13
Jun-14
Dec-14
Jun-15
Dec-15
Jun-16
Dec-16
Jun-17
Dec-17
Jun-18
Dec-18
Jun-=19

lssue Date
Spread Between Nofe & Debenlurs Rates

Original Principal Balance
Debenture Rate

Male Bal
93 578.43
92 405.56
91,191.86
84,835.92
BE,636.24
87,291.32
B5.800.57
B4.459.36
B2,960.02
31,426,749
7983087
78.179.38
7647040
Td,701.54
7287192
7097818
9.018.49
66,8090.59
64, 892.08
62,720.51
6047334
58,147 92
56,741,556
53,251.41
74,
48.008.03
45 248 64
42.393.20
3943834
36.380.50
33.216.41
29,942 06
26.563.11
2304741
19,419.03
1566434
1177893
7,758,268
3,587 60
0.00

Deb Bal

9359299
92,407,311
81,181.32
8291564
84 F02.86
B7,247 53
85,846.10
B4,397.03
82,895.69
81,348.41
76,747 45
T8,081.02
76,378.27
74,607.29
72,776.10
70,882.65
§8,924.82
£6,900.42
54,807.19
£2,642.79
50,404.80
56,040.72
55,697.96
53,283.85

48,020.41
45,285.76
42 45712
3853282
36,500.10
3333257
30,148.74
26,806.99
23,350,589
19,776.67
16,081.24
12,260.16
8,309.17
427384
0.00

§ 95,000
6.800%
6.864%
61699

(.064%

Difference
[14.56)
i1.75)
10.54
20.28
33.38
43.80
5347
6233
T0.33
7738
B3.42
A8.36
0213
94 65
9582
9553
9367
9017
B4.B0
T2
68.54
57.20
43 50
27 .56

112.36)
(36.52)
(63.92)
(94 4B)
(128.50)
{166.16)
(207 68)
(253.28)
(303.18)
(367 .64)
[416.90)
[481.23)
(550.91)
(626.24)
0.00

¥r

Original Principal Balance

Debenture Rate

Mote Rate

|s5ue Date
Spread Betwesn Mole & Debenture Rales

Dec-89
Jun-00
Dec-00
Jun-01
Dac-01
Jun-02
Dec-02
Jun-03
Dec-03
Jun-4
Dec-04
Jun-05
Dec-05
Jun-06
Dec-06
Jun-07
Dac-07
Jun-0&
Dec-08
Jun-08
Dec-03
Jun-10
Dec-10
Jun-11

1
Jun-12
Dac-12
Jun-13
Dec-13
Jun-14
Dec-14
Jun-15
Dec-15
Jun-16
Dec-16
Jun-17
Dec-17
Jun-18
Diac-18
Jun-19

Mote Bal
G86,035,88
472 6891
95001372
B46,692.95
933,011.90
916,854 54
Q4 204 31
BBDD44.03
873,559
857.121.71
840,322.28
B22 037 96
Bl a8 47
THE 352,65
767 068,72
T4T 13413
T6,505.52
T05,158.73
683,0866.77
660,200.76
636,554.91
612,076.55
BBE 745,98
560,533, 54

4
505,330,186
476,292 50
446,234 TR
415,130.50
36294336
Mo 63562
315,168,290
279,501,100
242,501 57
204,387 57
164 874,27
123,874,568

£1,650.94

37,853.34

0.00

Deb Bal
QB 180 45
a72,T0B87
S50, 803 54
Q46,450 64
932,662.05
918,305.34
803,643.56
B88,380.22
B72,618.27
656, 310,07
30,447 38
£22.011.38
03,962 55
785,340.74
766,065.11
T46,134.10
725,525.44
704,216.06
£82,182.21
£59,399.19
£35,841,54
611,482,493
506,252 98
56 252 96

505, 4B0.10
476, 680,28
446.919.50
416,137.54
364.309.00
351,398.29
317,368,651
28218192
245,748,848
20817883
16827968
129,057 98

BT AGR.T3
44 465 45

$1,000,000
6.600%
6.864%
616/99

0.064%

Diffsrence
(153.57)
(18.96)
110.18
2333
343.85
453.20
BR0.75
B53.81
737.69
B11.64
B74.80
926 60
055,92
894 99
1,003.61
1,000.03
53008
54265
BA6.56
B10.57
713.37
593,62
449 85
280,56
A7
(140.82)
{306 68)
{684.72)
1,007.04)
(1,365.64)
(1,762.67)
(2,200.32)
(2,680.52)
[3,206.52)
(3,780.86)
[4,405.42)
(5,083.42)
(5,817.79)
(6,511.61)
0.00

¥r
1

2

6
T
L]
9
10
1}
12
1
14
15
16
17
18
19

20

Source: Debenture Amorbzation Schedule and Nole Amortization Schedule
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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 clanify 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 15 used to caleulate the semi-annual Debenture Pavment to the investors, SBA, however, as a
convenience to the small business borrower, collects loan payvments on a monthly basis. To calculate the
Monthly Payment, the Debenture Payment is divided by six, It is clear from that calculation that 120 equal
monthly payments will be needed to pay the Debenture in full. A “Note 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 icorrectly
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
would show that /20 equal monthly payments are needed to pay off vour Debenture in full. A full final
payment is still needed to completely pay ofT 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 Mote 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 vou. Should vou have any further questions
regarding this matter, please fecl free to contact me.

Sincerely,
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