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4-11

4-2.1

4-2.2

VOLUME 4: CHAPTERS 12 AND 13 CASE ADMINISTRATION

CHAPTER 4-1: REFERENCES

REFERENCES

Unless otherwise noted, reference to the "United States Trustee" shall
mean "United States Trustee or a designee of the United States Trustee."

Unless otherwise noted, reference to the "Director” shall mean "Director or
adesignee of the Director."

Reference to the "Handbook" for chapter 12 or chapter 13 standing
trustees refers to the most current issue of the Handbook for Chapter 12
Standing Trustees and the Handbook for Chapter 13 Standing Trustees,
respectively.

CHAPTER 4-2: APPOINTMENT OF STANDING TRUSTEES

28 U.S.C. 8§ 586(b)

The United States Trustee is authorized by law to appoint one or more
individuals to serve as a standing trustee in chapter 12 or 13 cases.
28 U.S.C. § 586(b).

QUALIFICATION FOR APPOINTMENT AS STANDING
TRUSTEE

To be dligible for appointment as a standing trustee, an individual must
have the qualifications for membership as set forth at 11 U.S.C. § 321 and
at 28 C.F.R. 8§ 58.3 and 58.4. Anindividual need not be an attorney to be
eligible for appointment as a standing trustee. A corporation may be
appointed as a standing trustee only with the
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4-2.3

approval of the Director. 28 C.F.R. 858.4. A trustee applicant must
qualify to be bonded.

RECRUITMENT AND SELECTION

During the selection process, the United States Trustee should screen
applicants for potentia conflicts of interest.

Whenever a standing trustee is to be appointed, the United States Trustee
isto conduct an open solicitation of persons interested in serving as a
standing trustee. The United States Trustee must comply with applicable
diversity policies and initiatives in the recruitment process.

A notice and solicitation package should be forwarded to the Assistant
Director for Review and Oversight. The solicitation package should
include the standard vacancy notice; alisting of all recruitment sourcesin
the community to be used, including free advertising; and a description of
al steps the United States Trustee plans to take to ensure that the selection
process is open. The Office of Review and Oversight maintains and
distributes the standard vacancy notice. All advertisements must conform
to this notice.

After review of the recruitment package to ensure that diversity initiatives
have been satisfied and that the standard vacancy notice has been used, the
Office of Review and Oversight will forward the notice to the
Administrative Services Division of the Executive Office for placement of
the advertisement in the publications identified and, as appropriate, will
also send a copy of the vacancy announcement to various national
organizations. Absent extraordinary circumstances, the notice shall remain
open for aminimum of two weeks from the last date of publication.
Gathering information about submission deadlines and the frequency of a
publication will help ensure that this standard is met.

When the United States Trustee has narrowed the selection down to two or
three candidates, the names should be forwarded to the Office of Review
and Oversight, along with the United States Trustee's
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4-2.4

4-3.1

recommendation, for approval by the Director. No candidate should be
advised that he/she will be appointed prior to the Director's approval.

BACKGROUND INVESTIGATION

The appointment of a standing trustee is subject to completion of a
satisfactory background investigation. A proposed appointee must submit
to the United States Trustee an employment application, SF-86
(Questionnaire for Sensitive Positions), DOJ-488 (Tax Check Waiver),
FD-258 (Fingerprint Cards), 1-9 (Employment Eligibility Verification), and
a Form 555(a) (Disclosure and Authorization Pertaining to Consumer
Reports Pursuant to the Fair Credit Reporting Act, 15 U.S.C. 8 1681).
After the United States Trustee has reviewed the documents for
completeness and accuracy, they are to be transmitted to the Office of
Review and Oversight for final review and processing. Severa of these
forms are time sensitive and require immediate review. Upon acceptance
of the completed forms, an applicant can be appointed, conditioned on the
completion and closing of a satisfactory background investigation.

The Office of Review and Oversight will notify the United States Trustee
of any background information that requires additional information or
clarification by atrustee. The resolution of questionable information will
require an affidavit and/or other documentation from the appointed trustee.

The Office of Review and Oversight will notify the United States Trustee

when a trustee's background investigation has been completed. The United
States Trustee should then notify the appointed standing trustee.

CHAPTER 4-3: TRUSTEE SUPERVISION

GENERALLY

The primary responsibilities of the United States Trustee in chapters 12 and
13 cases are the appointment of one or more individuals to serve as
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4-3.2

4-3.3

standing trustees; the supervision of such individuals in the performance of
their duties; and the supervision of the administration of cases under
chapters 12 and 13.

Trustee supervision requires the monitoring of a standing trustee's budget,
annual report, monthly reports, and such other reports as may be required
by the United States Trustee. It entails monitoring a standing trustee's
performance of statutory duties, including compliance with the policies and
initiatives of the United States Trustee Program, and adherence to fiduciary
standards. Thisinformation is used to evaluate a standing trustee's
competence, commitment to administering cases properly, compliance with
applicable laws, and integrity in the discharge of a standing trustee's duties.

STANDING TRUSTEE COORDINATORS

To focus responsibility and ensure the proper quality of supervision, the
United States Trustee shall designate one employee in the region to
coordinate al standing trustee matters. A standing trustee coordinator is
expected to have the knowledge and ability to assess and expeditiously
resolve most standing trustee issues. It is standard practice that the
coordinator be a bankruptcy analyst. The designation as standing trustee
coordinator is not intended to alter any reporting structure, nor does it
preclude efforts by other employees in the standing trustee area. The
United States Trustee and the coordinator will serve as the primary points
of contact for the Office of Review and Oversight with regard to standing
trustee matters. In addition, the United States Trustee may designate an
attorney or attorneys to work with the standing trustee coordinator to
conduct substantive reviews of the standing trustees. An element
delineating these responsibilities is to be included in a standing trustee
coordinator's performance work plan.

EVALUATION OF STANDING TRUSTEES

The United States Trustee shall prepare aformal annual written evaluation
of each standing trustee's performance in the format set forth at

Appendix 4-1. The annua evaluation must be completed by September 1
for a chapter 13 standing trustee and by December 1 for a chapter 12
standing trustee, so that it may be reviewed in coordination
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with a standing trustee's proposed budget, compensation level, and
percentage fee.

Upon completion of the evaluation, the United States Trustee shall confer
with the standing trustee to discuss the evaluation. At the meeting, the
United States Trustee shall identify any deficiencies and discuss the
proposed resolution of any deficiencies. The standing trustee shall be
afforded an opportunity to raise matters with the United States Trustee. A
summary of the conference and the United States Trustee's determination
of the standing trustee's performance as a fiduciary, in the administration of
cases, and of the responsibilities of the office shall be reflected in the
evaluation.

The evaluation shall be reviewed in conjunction with the standing trustee's
budget and recommendation for percentage fee and compensation that are
submitted to the Director. No percentage fee or compensation order may
be issued prior to the completion of the evaluation. The evaluation shall
reflect the efforts of the United States Trustee to meet regularly to discuss,
analyze, and document the standing trustee's performance. Based upon the
evaluation, as well as other documents and observations, the United States
Trustee shall determine whether remedia or enforcement actions are
required.

The United States Trustee is to provide a copy of the completed evaluation
to the standing trustee. The evauation, at a minimum, shall consist of the
following criteria:

1. Timeliness and Quality of Monthly Reports Filed by the Chapter 12
or 13 Standing Trustee. A standing trustee is required to filea
monthly report in the format set forth in the Handbook for
chapter 12 or chapter 13 standing trustees. A standing trusteeisto
submit the monthly report within 30 days following the prior
month. The monthly report, along with copies of reconciled bank
statements submitted by a standing trustee, are to be reviewed
within 30 days of receipt by the United States Trustee. The report
alows the United States Trustee to determine that payments are
being made by debtors and that the standing trustee is disbursing
moniesto creditors. The United States Trustee shall monitor the
expense fund
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to determine if funds in excess of the allowed operating reserve
have been expended or if there is a decrease in receipts.
Fluctuation in receipts may require an adjustment to a standing
trustee's percentage fee and level of compensation.

The report should aso be reviewed to determine the sufficiency of
the standing trustee's bonding, whether estate funds are adequately
collateralized, and whether the approved budget has been adhered
to. Notations shall be made if the reports are inaccurate,
incomplete, consistently late, or not filed.

Bank Account Information. Bank account information isto be
reviewed monthly by the United States Trustee to verify that estate
funds are held in proper accounts pursuant to the Handbook for
chapter 12 or chapter 13 standing trustees; that the financial
information contained in the monthly report is accurate; that bond
coverage is adequate; that bank collateralization is sufficient; that
estate funds have been timely deposited; that the standing trustee is
making disbursements on atimely basis; and that no unauthorized
fund transfers have occurred.

There are severa methods of review of bank account information:
monthly review of bank statements, monthly review of account
summaries of estate funds from the standing trustee's bank(s),
submission of bank statements with reports, and periodic on-site
reviews. To the degree there are departures from standards, the
standing trustee is to be notified and the matter documented.
Deficiencies are to be noted in the evaluation and/or discussed
during the evaluation, as appropriate. A standing trustee must
authorize his/her bank(s) to release al estate account information to
the United States Trustee.

Section 341 Mesetings of Creditors. A standing trustee shall
personally conduct the meeting of creditors pursuant to 11 U.S.C.
8 341, unless another qualified individual is approved in writing by
the United States Trustee. Pursuant to 11 U.S.C. 88 341 and 343,
attendance and oral examination by the trustee, creditors, or the
United States Trustee of all debtors, including both spousesin a
joint case, at the section 341 meeting is
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mandatory, unless excused by court order. At least annually, the
United States Trustee shall review the cases assigned to a particular
standing trustee's docket or calendar by attending a meeting of
creditors (and/or by reviewing audio tapes of the meeting) and
evaluating whether appropriate questions were asked; that
irregularities and deficiencies in the petitions, plans, or budgets
were identified; and that deadlines were imposed upon debtors for
the submission of additional information. The United States
Trustee should verify that a standing trustee tapes all section 341
meetings, that the tapes are audible, and that the tapes are retained
for two years. A standing trustee's conduct of section 341 meetings
isan element in the trustee's annual evaluation. The United States
Trustee shall provide a written report of the review for the trustee's
file.

Substantive Case Administration. The United States Trustee shall
determine whether a standing trustee files pleadings consistent with
professional standards in the following areas. motions to dismiss,
objections to confirmation; review of and, if appropriate, objections
to clams; and objections to attorney fees. The United States
Trustee shall aso review a standing trustee's systems to assure that
they adequately address issues such as serid filers, unauthorized
filings, and compliance with the requirements in the Bankruptcy
Code and Bankruptcy Rules applicable to chapter 13 debtors
engaged in business. The level of knowledge and compliance with
the law and United States Trustee policiesisto be documented in a
trustee'sfile. When appropriate, deficiencies should be discussed
with the standing trustee and noted in the evaluation or other
document conveyed to the standing trustee. |ssues to be examined
include: plan feasihility, claims review, plan modification, and
misdisbursements. The Office of Review and Oversight maintains a
Management Review Guide that can be used as atool to assess a
standing trustee's case administration.

Court Performance. At least annually, the United States Trustee
shall observe a standing trustee's court appearances. A summary of
performance is to be documented in the trustee'sfile.
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Public Complaints. The United States Trustee should request that
any complaint concerning a standing trustee be made in writing. If
appropriate, the written complaint is to be sent to the standing
trustee and the trustee shall send a written response to the United
States Trustee by a date set by the United States Trustee. Each
complaint is to be investigated independently and not evaluated
solely on the standing trustee's response. Immediate and
appropriate remedial action is to be taken on all valid complaints.

All complaints and full reports of investigations are to be
maintained in the trustee'sfile. The United States Trustee should
respond in writing to each complainant within 30 days of receipt of
the complaint. A lawsuit against a trustee, or a pleading requesting
that a standing trustee close a case, distribute funds under a
confirmed plan, or which seeks the removal of the standing trustee,
isto be investigated to determine whether it should be considered
to be a public complaint to be investigated by the United States
Trustee.

Lawsuits or Claims Filed Against a Standing Trustee. Any lawsuit
or claim against a standing trustee, including litigation not related to
the standing trustee's duties and performance, shall be investigated,
consistent with the procedures applicable to investigating public
complaints (see preceding paragraph).

Declination of Cases/Conflicts. A standing trustee must be
knowledgeable of 11 U.S.C. § 101(14), which defines
"disinterested person,” and 11 U.S.C. § 101(31), which defines
"insider,” and must decline any appointment in which he/she has a
conflict of interest, where thereis alack of disinterestedness, or
where the trustee isan insider. Conflicts of interest include,
without limitation, the representation by a standing trustee's firm of
a debtor during the administration of the chapter 12 or 13 case.
Further, a conflict existsif a standing trustee's representation of a
client requires the standing trustee to take a position contrary to the
fiduciary responsibilities of a standing trustee or the trustee's firm.
If atrustee discovers a conflict of interest or alack of
disinterestedness after accepting an
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appointment, the trustee should immediately file a notice of
resignation in the case and notify the United States Trustee, who
must reassign the case to another trustee. Conflicts may not be
waived by either the debtor or a creditor.

If aconflict exists, or if the trustee is not disinterested or is an
insider, the standing trustee shall resign from the particular case.
The number of and reason for resignations for conflict shall be
documented. To the degree that a trustee has a large number of
resignations for conflicts, the United States Trustee, with the
approval of the Director, may institute an enforcement action
against the standing trustee.

If astanding trustee is engaged in another occupation or business,
or is affiliated with an entity that conducts a business or practice
that provides services to debtors or creditors, the standing trustee
must advise the United States Trustee of those interests so that the
United States Trustee may determine whether the standing trustee's
other occupation or business conflicts with the fundamenta duties
of a standing trustee.

A standing trustee may not act as an agent for insurance companies
on any sale of insurance to chapter 12 or 13 debtors, nor make any
clam for commissions on any premiums paid to an insurance
company by chapter 12 or 13 debtors. This restriction extends to
any relative as defined in 28 C.F.R. § 58.4.

A standing trustee should demonstrate compliance with the
Handbook for chapter 12 or chapter 13 standing trustees
concerning conflicts and/or outside business interests.

A standing trustee may not advertise in newspapers or other public
information media or take any other action that could reasonably be
interpreted as encouraging debtors to file petitions under chapter 12
or 13 of the Bankruptcy Code. Subject to the approval and
guidance of the United States Trustee, a standing trustee may
disseminate information to interested persons about chapter 12 or
13 and may participate in meetings, educational seminars, or
institutes concerning chapter 12 or 13.
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9. Review of Budget and Annua Report.

a

Review of Budget. A standing trustee must maintain an
accounting system that will provide, at a minimum, the
budget data required to fix his/her percentage fee and
annual compensation. An annual budget must be submitted
to the United States Trustee by July 1 of each year in the
case of a chapter 13 standing trustee, and by October 1 of
each year in the case of achapter 12 standing trustee.
Separate reports are required to cover a standing trustee's
administrative expenses, personnel expenses, allocated
expenses (including the basis for the allocations), and
workload exhibit. (See Appendix 4-2.)

The standing trustee coordinator must conduct a detailed
review of the budget. After the United States Trustee
determines that the budget contains only actual and
necessary expenses, the budget should be forwarded to the
Office of Review and Oversight, with the United States
Trustee's recommendation as to the appropriate annual
compensation and percentage fee. The United States
Trustee's recommendation must be submitted by August 15
of each year in the case of a chapter 13 standing trustee, and
by November 15 of each year in the case of a chapter 12
standing trustee. No percentage fee or annual
compensation will be authorized in the absence of sufficient
supporting data.

During the budget review each year, the United States
Trustee should note in the trustee's file the number and
types of revisions that were made to the trustee's budget
submissions. Any savings obtained by reason of the region's
review also should be documented.

Review of Annual Report. A standing trustee must submit
an annual report in the format prescribed by the Executive
Office for United States Trustees for the period covering
January 1 to December 31 for a chapter 12 standing trustee,
and for the period covering October 1
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10.

to September 30 for a chapter 13 standing trustee. If a
standing trustee did not serve afull cycle, an annual report
must still be submitted for the period of service. Annual
reports are to be submitted to the United States Trustee by
February 15 in the case of a chapter 12 standing trustee, and
by November 15 in the case of a chapter 13 standing
trustee. If astanding trustee does not serve through the end
of areporting year, then the annual report must be filed
within 45 days of the date the standing trustee's service
ends.

The report must indicate the gross amount received by the
standing trustee, the amounts disbursed under plans, the
amounts disbursed to the standing trustee for compensation
and expenses, the amount of interest earned, the amounts
returned to debtors, and, if appropriate, the amounts to be
remitted to the United States Trustee for payment to the
United States Trustee System Fund.

The timely submission of an accurate report isimperative
because it serves as the basis for a standing trustee's audit.
The United States Trustee is responsible for reviewing the
annual report and for documenting any deficienciesin
timeliness or accuracy.

A standing trustee's failure to submit atimely or accurate
report may result in remedial action. If the annual report
indicates expenditures that are not actual and necessary for
fulfilling the standing trustee's duties, the standing trustee
shall be instructed to reimburse the expense account.
Continued violations shall be considered a breach of the
standing trustee's fiduciary duty.

Final Reports. At the time of evaluation, the United States Trustee
shall determine whether a standing trustee has filed timely final
reports on cases administered.
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11.  Audit/Accelerated Limited Scope (ALS) Audit/Office Visit.
Deficiencies noted in an audit, ALS, or office visit and the degree
of responsiveness by a standing trustee shall be documented, with
an emphasis on recurring deficiencies.

12. Misdisbursements. The United States Trustee shall evaluate the
number and level of misdisbursements made by a standing trustee
during the year and previous years.

13. Maintenance of Statistics. The Director shall keep statistics on all
chapters 12 and 13 costs and expenses from standing trustees
budgets and annual reports, including statistics on the amounts of
proposed expenditures the United States Trustee has denied or
reduced. These statistics shall be provided to the United States
Trustee to assist in monitoring the costs and expenses of the
standing trustees.

4-3.4 UPDATED SF-86

At the time a standing trustee submits the proposed budget for the
upcoming year, the standing trustee shall update the information set forth
in the Questionnaire for Sensitive Positions, SF-86, or similar form. Any
supplemental information shall be evaluated. The proposed budget shall
contain the following statement:

The information contained in the Questionnaire for Senditive
Positions, SF-86, submitted in connection with my appointment,
remains accurate. Any supplemental or updated information is
attached.

CHAPTER 4-4: INDEPENDENT AUDITS, ACCELERATED LIMITED SCOPE (ALS)
AUDITS, AND OFFICE VISITS

4-41 GENERALLY

Audits are the starting point for determining the adequacy of a standing
trustee's financial management, internal control procedures, and

Page 12 March 1998



United States Trustee Manual Chapters 12 and 13 Case Administration

4-4.2

4-4.2.1

4-4.2.2

organizational support and are part of the annual evaluation process. A
chapter 13 standing trustee shall receive afull scope audit annually. A
chapter 12 standing trustee shall receive either afull scope audit, an
Accderated Limited Scope (ALS) audit, or an office visit annually.

CHAPTER 13 STANDING TRUSTEES

A chapter 13 standing trustee shall receive an audit annually by an
independent accounting firm. The audit is designed to determine the
adequacy of both internal controls over estate monies and performancein
case administration.

Exit Conferences and Follow Up

At the completion of the audit, the United States Trustee shall participate
in the exit conference to determine any appropriate remedial action. Within
45 days of the date of the written audit report, the standing trustee must
submit a written statement confirming that corrective action has been taken
on noted deficiencies and changes implemented. Whenever an audit report
contains a consequential finding or a series of less consequentia findings,
the United States Trustee shall, within three months of the standing
trustee's response, make an on-site visit to the standing trustee's office to
verify compliance. For a compendium of consequentia findings or a series
of less consequential findings, see Appendix 4-3. Failure to implement
necessary changes shall result in appropriate remedial action by the United
States Trustee. A copy of the standing trustee's response to the audit shall
be sent to the Assistant Director for Review and Oversight, accompanied
by awritten verification by the United States Trustee that deficiencies
noted in the audit have been resolved and changes implemented. The
resolution of audit findings shall be completed within six months of the
audit, but no later than August 1.

Office Visits

Office visits for a chapter 13 standing trustee are to be used when deemed
appropriate. The scope of the office visit isalimited review and shall be
directed to any areathat atrustee's file or performance indicates may be

appropriate.
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4-4.3

4-4.3.1

4-43.1.1

CHAPTER 12 STANDING TRUSTEES

A chapter 12 standing trustee shall receive afull scope audit, conducted by
the Office of the Inspector General, every third year, unlessthereisa
compelling justification to omit the audit or schedule an audit more
frequently. In those yearsin which a chapter 12 standing trustee does not
receive afull scope audit, the standing trustee shall receive either an
Accelerated Limited Scope (ALS) audit or an office visit, as determined by
the United States Trustee.

|ndependent (OIG) Audits

The independent audit is designed to determine the adequacy of both
internal controls over estate monies and performance in case
administration. In selecting chapter 12 trustees to be audited,
consideration is to be given to the adequacy of reports, caseload, amount
of estate funds under a standing trustee's control, previous unsatisfactory
audit findings, and any recent deficiencies.

Exit Conference and Follow Up

The United States Trustee shall participate in the exit conference to
determine the appropriate remedia action necessary. Within 45 days of the
date of the written audit report, the standing trustee must submit a written
statement confirming that corrective action has been taken on noted
deficiencies and changes implemented. Whenever an audit report contains
aconsequential finding or a series of less consequentia findings, the United
States Trustee shall, within three months of the standing trustee's response,
make an on-site visit to the standing trustee's office to verify compliance.
Failure to implement necessary changes shall result in appropriate remedial
action by the United States Trustee. A copy of the standing trustee's
response to the audit shall be sent to the Assistant Director for Review and
Oversight and to the Inspector General, accompanied by a written
verification by the United States Trustee that deficiencies noted in the audit
have been resolved and changes implemented. The resolution of an audit
must be completed within six months of the audit, but no later than
November 1.
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4-4.3.2

4-4.3.3

Accelerated Limited Scope (AL S) Audits

An accelerated limited scope (ALS) audit is generally conducted by the
standing trustee coordinator, with assistance from an attorney, consistent
with Appendix 4-4. A written report of the audit is to be submitted to the
United States Trustee. Written notice of deficiencies and required changes,
with deadlines for implementation, is to be provided to the standing trustee.
A chapter 12 standing trustee must submit a written response within 45
days. Whenever an AL S audit notes a consequential deficiency or a series
of lesser deficiencies, the United States Trustee shall visit the standing
trustee's office to verify compliance within three months of the standing
trustee's response. The AL S audit report, along with the standing trustee's
response, isto be maintained in the trustee's file. Failure to correct noted
deficiencies or to meet deadlines set forth in the notice shall result in
appropriate remedial action by the United States Trustee. Deficienciesor a
determination of partial remedies must be conveyed to the standing trustee.
A copy of the standing trustee's response to the AL S audit shall be sent to
the Assistant Director for Review and Oversight, accompanied by awritten
verification by the United States Trustee that deficiencies noted in the audit
have been resolved and changes implemented.

Office Visits

The United States Trustee must make an office visit to each chapter 12
standing trustee who is not receiving either afull scope or limited scope
audit. The scope of the office visit isalimited review and shall be directed
to any areathat atrustee's file or performance indicates may be
appropriate. Any deficiencies or inadequacies are to be documented and
the standing trustee required to make a written response within a specific
time confirming that corrective actions have been implemented. A copy of
the standing trustee's response shall be sent to the Assistant Director for
Review and Oversight, accompanied by a written verification by the United
States Trustee that the deficiencies noted in the review have been resolved
and changes implemented. Failure to make the necessary changes shall
result in appropriate remedial action by the United States Trustee. The
report of the office visit is to be maintained in the appropriate file.
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CHAPTER 4-5: ENFORCEMENT ACTIONS AGAINST STANDING TRUSTEES

4-5.1

OVERVIEW

The United States Trustee's supervision of a standing trustee carries with it
the responsibility to take appropriate action when problems arise.

In selecting an appropriate enforcement action to address trustee
misconduct, the United States Trustee, in consultation with the Deputy
Director, must consider factors including the nature of the problem, the
resources to be committed, and the benefit the enforcement action will
have on case administration. If the nature of a trustee's misconduct reflects
dishonesty, deceit, fraud, or the serious mishandling of estate funds, a
single substantiated incident justifies immediate action by the United States
Trustee. Remedies include ceasing to assign cases to the trustee, moving
to seek the removal of the trustee, temporary restraining orders, orders to
turnover books and records, and referral to the United States Attorney.
Any decision to take an enforcement action must consider the available
evidence, including documentation of efforts and communications between
the United States Trustee and the standing trustee.

Enforcement actions with regard to a standing trustee may involve
circumstances unigue to the standing trustee. The large number of cases
typically assigned to a standing trustee heightens the need to pursue
appropriate remedies as expeditioudy as possible due to the substantial
monies at stake, as well as the number of parties affected. Any
enforcement action that precludes the assignment of future cases, even for
ashort period of time, however, presupposes that a capable individual to
administer those cases must first be appointed.

Whenever the United States Trustee seeks to remove a standing trustee
from existing cases under 11 U.S.C. § 324 or to terminate a trustee's
receipt of future case assignments, the United States Trustee must be
prepared to have a successor trustee appointed who can respond to the
exigencies of the circumstances. The alternative of having an Assistant
United States Trustee serve must be considered in the context of the
resources available to adequately administer cases. The United States
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4-5.2

Trustee may designate one or more Assistant United States Trustees to
serve in cases under chapters 12 and 13.

This chapter describes the range of enforcement actions to be taken to
ensure prompt, honest, and effective case administration by chapters 12
and 13 standing trustees. These enforcement actions include
administrative, civil, and crimina proceedings. It iscritical that
enforcement actions be exercised in amanner that isjustified by the facts
and the law and that is in keeping with the standards of the Department of
Justice.

GENERAL FACTORSAFFECTING CHOICE OF
ENFORCEMENT ACTIONS

In selecting the appropriate enforcement action to address a standing
trustee's deficiencies, the United States Trustee must consider the type of
remedy, the timing of the remedy, the resources to be committed, and the
impact the enforcement action will have on case administration.
Enforcement actions must be related to the nature and extent of a standing
trustee's misconduct. If the nature of a standing trustee's misconduct
reflects dishonesty, deceitfulness, fraud, or serious mishandling of funds, a
single substantiated incident justifies immediate action by the United States
Trustee. Remediesinclude removal, temporary restraining orders, orders
to turn over books and records, and referral to the United States Attorney.

Misconduct below dishonesty or fraud includes inadequacies in reporting,
bonding, internal controls, and overall administration. Such conduct may
call for the use of cumulative remedies or may be so serious as to warrant
seeking removal of a standing trustee and/or injunctive relief. Identifying
and documenting deficiencies is an important element in supervision.
Information devel oped must envision further enforcement remedies. Well
documented information emanating from credible witnesses, including
employees of the United States Trustee, where appropriate, will provide
the testimonial and documentary evidence to be used in court. Beyond
establishing arecord, this process provides for a continuing review of a
standing trustee's administration.

March 1998

Page 17



United States Trustee Manual Chapters 12 and 13 Case Administration

4-5.3

4-5.4

4-54.1

4-5.4.2

POSSIBLE CRIMINAL CONDUCT

Any allegation about a standing trustee or an employee or professional
retained by atrustee that involves the loss of estate funds or possible
criminal conduct is to be addressed in accordance with the procedures set
forth in Volume 5 of this Manual.

ENFORCEMENT ACTIONS

Suspension from Case Assignments

Where cause exists, a trustee may be suspended from the assignment of
future cases. The suspension of atrustee must be effected pursuant to
28 C.F.R. 858.6. See Appendix 4-5 for the form of the notice to the
trustee.

Removal

A standing trustee's inability to administer cases may result in the United
States Trustee filing amotion under 11 U.S.C. 8§ 324 to remove the trustee
from all existing cases. The decision to seek remova must be based on
evidence that demonstrates that the standing trustee has failed to carry out
the responsibilities of the office or has failed to comply with applicable law
or policy. The clearest case for removal is the discovery of fraud or
embezzlement; however, other kinds of financia mismanagement may form
the basis for removal. The United States Trustee must consult with the
General Counseal and the Assistant Director for Review and Oversight prior
to taking any formal action, and the Director must approve the final
decision.

The removal of atrustee is governed by 11 U.S.C. § 324 which states:

@ The court, after notice and a hearing, may remove atrustee,
other than the United States trustee, or an examiner, for cause.

(b) Whenever the court removes a trustee or examiner under
subsection (a) in a case under thistitle, such trustee or examiner
shall thereby be removed in al other cases under thistitlein
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4-5.4.3

4-5.4.4

which such trustee or examiner is then serving unless the court
orders otherwise.

Absent extraordinary circumstances, the United States Trustee shall also
terminate the assignment of future cases to the standing trustee prior to, or
simultaneous with, the filing of a motion to remove.

Recovery of Unauthorized Expenses or Excess Compensation

If a standing trustee takes excess compensation in violation of a
compensation order, takes all compensation prior to the end of the year,
improperly receives compensation by some other means, or makes
unauthorized expenditures, the United States Trustee shall demand that the
funds be returned. If the standing trustee fails to repay the sums
demanded, the United States Trustee shall inform the Director and make a
recommendation for further action, including the reduction of
compensation, termination of future case assignments, or the bringing of a
removal action or a suit against the trustee and the trustee's surety.

Zero or Reduced Compensation Order

With respect to budget disputes, zero or reduced compensation orders will
be issued when a standing trustee expends trust funds without prior
approval of the United States Trustee or prior to the final resolution of any
disputed budget amount. In the event that there is an unresolved dispute
between a standing trustee and the United States Trustee concerning a
particular budget item, the parties will explore resolution of the dispute by
informal means or utilize applicable formal dispute resolution procedures.
Pending final resolution of the dispute, the standing trustee may not expend
trust funds for any disputed portion of alineitem. In the event trust funds
are expended without final approval, the expense fund may be reimbursed
by deduction from the standing trustee's future compensation.

The United States Trustee may request that the compensation level be set
at zero if astanding trustee fails to undertake satisfactory efforts to correct
deficiencies, other than budget disputes, that have been noted by the United
States Trustee. The request must be forwarded to the Assistant Director
for Review and Oversight for final decision by the

March 1998
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4-6.1

4-6.2

4-7.1

Director. A zero compensation order may be used until the deficiencies are
corrected. Once corrected, a new order should be issued that permits the
standing trustee to receive compensation retroactively.

CHAPTER 4-6: PROCEDURES FOLLOWING THE RESIGNATION,

REMOVAL, OR DEATH OF A STANDING TRUSTEE

FINAL AUDIT

Upon the resignation, removal, or death of a standing trustee, all accounts
are to be closed and an annual report prepared. An audit of the trustee's
operation must then be performed by an independent auditor or by the
United States Trustee, covering the period from the close of the last annual
report to the date of resignation, removal, or death. The United States
Trustee should contact the Assistant Director for Review and Oversight to
coordinate the conduct and scope of the audit. If the trustee resigns, is
removed, or dies amidst allegations that trust funds are missing or cannot
be accounted for, the procedures set forth in Volume 5 of this Manual must
also be followed.

SUCCESSOR TRUSTEE

Upon the resignation, removal, or death of a standing trustee, a successor
trustee must be appointed who is willing and able to respond to the
exigencies of the circumstances. The aternative of having an Assistant
United States Trustee serve as the successor standing trustee should be
considered in the context of available resources.

CHAPTER 4-7: CASE-BY-CASE TRUSTEES

OVERVIEW

If there is an insufficient number of cases to warrant the appointment of a
standing trustee under 28 U.S.C. 8§ 586(b), the United States Trustee
should appoint a disinterested person to serve as atrustee in each
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4-7.2

4-7.2.1

4-7.2.2

4-7.2.3

chapter 12 or chapter 13 case pursuant to 11 U.S.C. 88 1202(a) and
1302(a). A case specific appointment may also be necessary in situations
where a standing trustee has a conflict of interest. If the caseload
increases, the United States Trustee should consider the appointment of
another standing trustee. An individual appointed on a case-by-case basis
needs court approval to receive compensation and reimbursement of actual
and necessary expenses from each case pursuant to 11 U.S.C. 88 326(b)
and 330. Supervision of the trustee by the United States Trustee requires
the same level of scrutiny as appliesto all trustees generaly.

RECRUITMENT AND SELECTION

Selection

The United States Trustee selects and appoints an individual as a
case-by-case trustee under chapter 12 or 13.

Qualifications and Eliqibility

The same qualifications, procedures, and eligibility requirements that apply
to individuals appointed to administer chapter 7 cases apply to those
appointed to administer individua chapter 12 or 13 cases. A background
investigation is required unless the individual has a current clearance asa
panel or standing trustee. The individual must be disinterested and must
reside or have an office in the judicial district or an adjacent judicia district
to where the case was filed. The individual must also post a bond.

Required Paperwork

A copy of the appointment and background investigation forms must be
forwarded within five days of the appointment of a case-by-case trustee to
the Assistant Director for Review and Oversight.
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4-7.3.1

4-7.3.2

OVERSIGHT OF CASE-BY-CASE TRUSTEES

Bank Accounts, Bonding, and Collater alization

A case-by-case trustee is to maintain a separate bank account for each
estate administered. The United States Trustee is to receive a statement of
account activity on amonthly or quarterly basis from the financial
ingtitution where estate monies are maintained.

The United States Trustee shall ensure that the financial institution has
posted adequate securities with the Federal Reserve Bank or has provided
an appropriate bond so that the monies on deposit are collateralized in
accordance with 11 U.S.C. § 345. The United States Trustee shall also
ensure that the trustee is bonded. A case specific bond may be appropriate.

Annual Evaluation

A trustee administering individual cases under chapters 12 and 13 shall be
evaluated on an annual basis following the same general criteria that apply
to standing trustees:

1. The timeliness and quality of the trustee's reports.

2. The trustee's conduct of the meeting of creditors pursuant to
11 U.S.C. §341.

3. The substantive administration of estates, including the quality of
advocacy in court and legal pleadings.

4. A review of al complaints or lawsuits filed against the trustee.
5. The trustee's responsiveness to audits.
6. The adequacy of bonding.

The evaluation shall be documented and provided to the trustee.
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4-7.3.3 Reporting
A case-by-case trustee shall provide the United States Trustee a monthly or
quarterly report which details the receipts and disbursements of each case
under his/her administration in the format prescribed by the United States
Trustee.
On an annual basis, the United States Trustee shall submit to the Assistant
Director for Review and Oversight a report containing the following
information:
1. Name of trustee assigned to a case.
2. Case/debtor name.
3. Case number.
4. Date filed.
5. If confirmed, date of confirmation.
6. The year the case is scheduled for completion.
7. Receipts during the reporting year.
8. Disbursements during the reporting year.
9. The amount of funds on hand at the end of the reporting year.
The report is due for case-by-case trustees administering chapter 12 estates
on February 15, and for case-by-case trustees administering chapter 13
estates on November 15.

4-73.4 Audits
A trustee administering individual chapter 12 or 13 cases shall receive a
biannual audit. The audit may be conducted by an independent audit firm,
the Inspector General, or the United States Trustee.
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UNITED STATES TRUSTEE SYSTEM
STANDING TRUSTEE EVALUATION RECORD

Name of Trustee:
Region/Judicial Dist(s):

Date of Original Appointment:
Evaluation for Period Beginning
and Ending

TOTAL CASELOAD

Total Cases at Beginning of Period
Total Cases Received During Period
Total Cases Disposed of During Period
Total Cases at End of Period

Total Cases 60 Months Old and Older
Percentage of Cases Over 60 Months Old %

EVALUATION FACTORS:

1.Monthly Reports filed by the Standing Trustee 5.Budgets, Annual Reports and Final Reports

2.8341 Mesetings 6.Response to Audits/Inquiries
3.Substantive Case Administration/Court Performance 7.Bonding, Estate Deposity/Investments
4.Public Complaints/Lawsuits

Comments:

Signatur e of Evaluating Officials
Date Assistant United States Trustee/Attorney
Date Standing Trustee Coordinator

Date United States Trustee



TRUSTEE NAME: PAGE -2

A. TRUSTEE DUTY:

No. 1 Prepares and files appropriate Monthly Reports with
bank account information.

B. EVALUATION CRITERIA:

Timeliness

Completeness/accuracy

Bank information attached

Trustee attentiveness to variances in receipts and budgetary
items

C. COMMENTS (DETAILED NARRATIVE):



TRUSTEE NAME: PAGE -3

A. TRUSTEE DUTY:

No. 2 Investigates financia affairs of the debtor
Presides over and conducts the $341 meeting of
creditors.

B. EVALUATION CRITERIA:

Punctually

Thoroughness

Demeanor

Preparedness

Use of Substitutes

Efficiency of Meeting

Review of Plans and Budgets

Follow-up of Deadlines Imposed

Reports Instances of Criminal Conduct to the
U.S. Trustee when detected

C. COMMENTS (DETAILED NARRATIVE):



TRUSTEE NAME: PAGE -4

A. TRUSTEE DUTY:

No. 3 Subtantively administers cases by filing
appropriate pleadings and appears effectively
before the United States Bankruptcy Court.

B. EVALUATION CRITERIA:

Pleadings

Motions to Dismiss
Confirmation Objections
Objectionsto Claims
Objections to Attorney Fees

Court Performance
Preparation
Demeanor
Knowledge of Case

Compliance with U. S. Trustee Policies

Familiarity with UST policies/guidelines, including Handbook
and compliance with same.

Nature and number of declinations of cases

C. COMMENTS (DETAILED NARRATIVE):



TRUSTEE NAME: PAGE -5

A. TRUSTEE DUTY:

No. 4 Responds to inquiries from the public, partiesin
interest/responds to complaints.

B. EVALUATION CRITERIA:

Responses
Courtesy

Hel pfulness/Cooperation with creditors, debtors counsel
Accuracy/completeness
Number of public complaints/resolution

L awsuits
Nature
Outcome

C. COMMENTS (DETAILED NARRATIVE):



TRUSTEE NAME:

TRUSTEE DUTY:

No. 5 Timely files budgets, annual reports and fina
reports; Judicioudly uses expense funds.

EVALUATION CRITERIA:

Budgets

Timely Filed

Accurately Calculated/Corrections made promptly

Reasonable, actual and neccessary expenses

Contains proper attachments (job descriptions, proof of
insurance, list of property, affidavits from banks)

Annual Reports

Timely filed

Accurately Calculated/Corrections made promptly
Number of Cases over 60 Months Old

Level of Misdisbursements, corrections made promptly

Final Reports
Timely Filed

COMMENTS (DETAILED NARRATIVE):

PAGE -6



TRUSTEE NAME: PAGE -7

A. TRUSTEE DUTY:

No. 6 Responds to audits, site visits and reviews,
responds to requests of United States Trustee.

B. EVALUATION CRITERIA:

Audits Site Visits Reviews (ALS)
Accurate Record Keeping

Wl Organized Files

Timeliness in Responses to Audits
Major Findings

Proper Corrective Action
Qualified Audits

Responses to United States Trustee
Expeditious, compl eteness

Attendance at UST training meetings
Enforcement actions necessarily taken by UST

C. COMMENTS (DETAILED NARRATIVE):



TRUSTEE NAME: PAGE -8

A. TRUSTEE DUTY:

No. 7 Maximizes and saf eguards estate/investments.
Complies with UST policy on banking and bonding.

B. EVALUATION CRITERIA:

Use of Approved Depositories
Proper Collateralization
Reconciliation of Bank Statements
Sufficiency of Bond

C. COMMENTS (DETAILED NARRATIVE):
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| NSTRUCTI ONS FOR THE PREPARATI ON OF
CHAPTER 12
STANDI NG TRUSTEE ANNUAL SUWMMVARY BUDCGET REQUEST

| nt roducti on

These instructions relate to the preparation of standing
trustee upcom ng budget estimates. The various policies with
budgetary inpact are covered, as is guidance on the
classification of expenditures fromtrustee office expense
account s.

I1. Responsibilities and Ti netabl es

A Standing Trustees The standing trustee will prepare
all budget estimates in final formfor subm ssion to the United
States Trustee by October 1 of each year.

B. United States Trustee The United States Trustee wl |
review the standing trustee's budget estimates, provide coments,
and indicate review by signing the budget requests along wth any
necessary nodifications for their subm ssion of the data to the
Assistant Director for Review and Oversi ght by Novenber 15 of
each year. The standing trustee's yearly budget (including new
or revised position descriptions and a statenent describing any
changes or corrections to the questionnaire for sensitive
positions (SF-86)) nust be acconpanied by a nmenorandum fromthe
United States Trustee reconmendi ng the upcom ng annual percentage
fee and conpensation |level. Evaluations should be sent to the
Assi stant Director by Decenber 1.

C. Executive Ofice for U S. Trustees The Executive Ofice wll

i ssue approved standing trustee conpensation |evels and any changes
in percentage fees by Decenber 31 of each year. Requests for Oders
Fi xi ng Conpensation and Percentage Fee will not be processed until

t he budgets are reviewed by the United States Trustee.

[11. Standards to be Used in Preparing Estimates

The standing trustee should use the nost recent annual report
for the actual -year data requested in the budget forns. Accounting
classifications may need to be nodified to capture data in the
requested | evel of detail and in the categories of expense used
t hroughout the subm ssion.
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You may find that the anount of detail required for an
expense in the Supporting Estimates (Exhibit 11), Detail of
Per sonnel Expense (Exhibit I11), and the Allocated Expenses
(Exhibit I'V) is greater than the space available on the form
"For those expenses, expand the space.

Current-year data should be based on expenses reported in

the nonthly reports of expenditures. All anmounts should be
rounded to the nearest dollar.

Exhibit |I. Summary of Necessary Expenses

This exhibit provides a breakdown of expense categories
whi ch are expl ai ned further below. Because nost of the
categories are used to prepare annual reports, the requested data
shoul d be avail able from standing trustee financial records.

Where the classification of an expense could_reasonabl¥ fall in
nore than one category, consistency in classification fromyear
to year is nore inportant than the category selected. |If a

classification is changed, please footnote.

Expense Classifications for Exhibits | and Il. The
foll ow ng guidance is provided for preparing cost figures for the
trustee's actual and necessary expenses.

ltem 1. *Enpl oyee Expenses: Charges for regular salaries and
wages, enployer's contributions (social security, unenploynent,
etc.), overtinme, bonuses, and cost of benefits provided to

enpl oyees.

Item 2. *Ofice Rent: Charges for rental of office space,
conference roons, garage space, and storage space. Of-site
storage cost should be broken out separately. |If operation noved

or is noving in md-year, use both rates and both square footage
amounts. If utilities are included in rental cost and a break-out
is avail abl e, please provide.

ltem 3. *Uilities: Self-explanatory.

ltem 4. *Bookkeepi ng and Accounting Services: Charges incurred
for all outside bookkeepi ng and accountinP necessary for the
operation of standing trustee office, including charges for the
preparation of payroll, payroll taxes, annual reports, tax
returns for trust accounts, and reconciliation of bank accounts.

Item 5. *Conputer Services: Charges for services for the

devel opment and nodi fication of software systens, data preparation
and conversion, consulting, research and devel opnent, and use of
proprietary prograns, including initial processing
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fees charged by a conputer firm |Includes software maintenance
charges. This item does not include training or supplies.

ltem 6. Audit Services: Charges incurred for services of any
i ndependent audit firns.

ltem 7. *Consulting Services: Charges incurred under contract
with individuals for services as attorneys, accountants and ot her
professionals. (This does not authorize paynment of expenses
incurred for the defense or settlenent of clains nade or actions
brought against the trustee personally.)

| tem 8. Tel ephone: Charges for |ocal phone service and/or |ong
di stance servi ce.

ltem 9. Postage: All postal charges, including parcel post,
express mail, and rental of post office boxes.

ltem 10. Ofice Supplies: Charges incurred for pencils, paper,
cal endar pads, standard forns, printed forms, envel opes,

phot ocopyl ng paper and supplies, conputer-related supplies, other
of fice supplies, and property of little nonetary val ue such as
gesk trays and pen sets. Includes rentals of safety deposit
OXes.

Item 11. *Bond Prem uns: Fees for prem uns on surety bonds,
i ncluding any prem uns paid to bond an enpl oyee.

ltem 12. Cderks Fees: Do not include any fees that are provided
to be paid under the plan.

Item 13. Dues to Professional Oganizations: Effective January
1, 1997, dues or nenbership fees for professional organizations
are not all owed expenses.

ltem 14. *Publications and On-Line Services: Charges for
subscriptions to and copi es of bankruptcy-rel ated journals and
eriodicals, books and directories in the standing trustee's
ibrary, and on-line services. The cost of textbooks for
training are excl uded.

ltem 15. *Insurance (other than enpl oyee benefits): Charges for
i nsurance to protect assets of the office of the standing trustee
or enpl oyees (such as errors and om ssions, fire, theft, and
accidental injury to property or third persons). |ncludes cost

of workers conpensati on I nsurance.

Item 16. Training Expenses: Charges for tuition, registration,
t ext books, suprlles, air fare, mleage, neals, and other costs
incurred as related to training activities directly associ ated

- 3 -



Revi sed 9/ 97
with the duties of the standing trustee or enpl oyee.

Ef fective January 1, 1998, if training expenses are no nore than
one percent of the fiscal year operating expense fund or $5, 000,
whi chever is greater, supForting detail is not required until the
trustee submts the annual report. Pre-approval of training
expenses is no longer required, which affords the standing
trustee nore managenent flexibility.

ltem 17. *Mai nt enance and Service Agreenents: Charges incurred
for the repair and mai ntenance, or service agreenents covering
such repair and nai ntenance, of the office suite and office

equi pnent, including all office machines and furnishings, and

i ncl udi ng charges for custodial services when not included in the
basi c | ease agreenent.

ltem 18. Phot ocopy Services and Transcripts: Self-explanatory.

Item 19. *Travel: Al travel charges except for travel related to
trai ning, which should be included in Item 16.

Item 20. *Equi prent/ Furniture Rental: Charges for the use of
equi pnent owned by anot her, including copying nmachi nes, audi o and
vi sual aid equipnent, rental of conputer systens and software,
printers, desks, tables, chairs, typewiters,
calculators/bookkeeBing machi nes, mailing machi nes, postage
meters, and file cabinets. Total rent paynents may not exceed
the cost of purchase.

ltem 21. *Equi pent / Furni ture Purchases: Charges for purchase

of novable furniture, fittings, and fixtures; including desks,
tables, chairs, typewiters, calculators and addi ng/ bookkeepi ng
machi nes, conputers, printers, telephone equipnent, and file

cabi nets, and including charges for services 1n connection wWth

shi pping and installation when perforned under contract. All

equl pnent/furniture Purchased from Chapter 12 funds remain the
possession of the office of the standing trustee, and are to be

used for the admnistration of all Chapter 12 cases by the rustee
and any successor trustee.

Item 22. Leasehol d | nprovenents: Charges incurred for space
adj ustments (including partitioning), alterations, and

i nprovenments to building or office suite as approved by the
United States Trustee.

ltem 23. *All Other Expenses: All expenses not otherw se
classified. |If several expenses are included, provide a
br eakdown of the m scel |l aneous expenses.
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Exhibit 11. Yearly Supporting Estimates

Several categories of expense on Exhibit | are asterisked to
i ndicate that supporting detail is needed to substantiate the
total expense. The supporting details are to be provided in
Exhibit 11, according to the foll ow ng guidelines:

The expenses item zed in the Yearly Supporting Estinmates
should agree with the total figures entered in the sane
F?tegorles of the Summary of Necessary Expenses Exhibit (Exhibit

Al'l expense itens should be |isted within the categories

requested in the Yearly Supﬁortin Estimates Exhibit. [If the
nunber of entries exceeds the nunber of |ines provided, then
additional lines should be inserted before proceeding to the next
cat egory.
Exhibit 111. Detail of Personnel Expense

The Detail of Personnel Expense (Exhibit II1l) is the _
supporting material needed for Item 1 of Exhibit I. To assist in

the United States Trustee's review of this exhibit, the |list of
st andi ng trustee_enplorees shoul d be prepared in descending order
(with highest-paid enployees listed first).

For each enpl oyee, provide individual data on sal ary,
overtinme pay, bonuses, benefits, average nunber of hours worked
per week, and hourIK wage (both the ma?e at the beginning of the
cal endar year and the one at the end of the cal endar year).

Bonus anounts for the upcom ng year are probably not as yet
apportioned to individuals. List total dollars on the sumary
page at the end of the Exhibit. Position descriptions item zing
all of the duties perfornmed for any positions that have changed
or been added nust acconpan¥ Exhibit 111. Four sanple blocks are
provided in the Exhibit. |If nore are needed, they should be
repeated in the sane format on suppl enental pages. Note that the
trustee is not an enpl oyee and, under the UST system payrol
taxes and benefits for the trustee are personal expenses of the
trustee; therefore, noline itemis provided for the trustee.

| dentify each enpl oyee who is related (by bl ood or narria%e) to
the trustee or to another trustee enpl oyee and describe the

rel ati onshi p.

Exhibit 1V. Allocated Expense Exhibit

List all costs apportioned between the standing trustee and
anot her business entity, e.qg., law practice or Chapter 13
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operation. ldentify the expense item total cost, cost to the
trustee operation, other business entity, allocation percentage,
and justification for allocation. The justification for

al l ocation may be square footage, hours worked, nunber of
enplo%ees, etc. However, for each separate allocation, approval
nmust be obtained in advance fromthe United States Trustee. In
the actual, full-year, and budget year colums, the total cost
and the cost allocated to the standing trustee operation are
entered. An exanple appears below if tinme spent is 50% on | aw
practice and 50% on the standing trustee operation:

CY xx CY xx CY xx
Act ual Ful | - Year Budget

ltem and Justification for Al ocation:

1. Expense Item Personnel Expenses.
Total Cost ..................... $50, 000 $58, 000  $64, 000
Cost Allocated to Ch. 12 er... $25,000 $29, 000 $32, 000
Al'l ocation Percentage (identity other party):
50% | aw practice; 50% Ch. 12 operation
Justification for Allocation:
Actual tinme spent on | aw practice and Chapter 12 operation

In this exanple, the justification for allocation is actual
tinme spent by staff on standing trustee's activities. The
percentage of time is 50% The total budPeted cost of personnel
I's $64, 000, and $32,000 of the cost is allocated to the standing
trustee's expenses. The full-year and budget year columms are
prepared with estimates for those years in the sane nanner that
actual previous expenses are shown.

_ ~If all allocations are nmade on the same basis, then only one
justification for allocation should be shown. |f nore than one
al l ocation basis is used, each should be descri bed.

For other exhibits in the budget subm ssion, only the anmpunt
allocated to the standing trustee office will be shown.

Exhibit V. Wrkload Exhibit

The Workl oad Exhibit is divided into two parts. The first
part covers recelgts and percentage fees. Receipts reported in
Item 1(a) should be net receipts i.e., after refunds to debtors.
Di sbursenents reported in Iten1(1)gb§ shoul d be only those
subject to percentage fee. Item2(a) is the percentage fee
needed to cover all expenses item zed in the Summary of Necessary
Expenses (Exhibit 1), and the trustee's conpensation in the
upcom ng year. (For prior and current year, give average
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percentage fee.) In Item2(b), indicate the percentage fee
revenues from2(a) in each year

Fees may not be received on paynents made directly by
debtors to creditors under plans confirnmed on or after Novenber
26, 1986, in original United States Trustee districts. This
restriction applies in other districts as to plans confirnmed
after Section 586(e) of Title 28 (as anended) becones effective
in the district.

The second(fart of the Workl oad Exhibit exam nes the Chapter
12 cases assigned to the standing trustee. |Instructions bel ow
w |l assist you in conpleting the caseload portion (ltenms 3-7 of

t he exhibit).

3. Cases active, start of period - Enter the nunber of active
cases as of the year indicated.

4. New cases assigned during the year - Enter the nunber of new
cases received. Petitions should be recorded when received, as
of the date they are received fromthe Bankruptcy Court.

5. Adj ustnents during the year - This section is used to adjust
the casel oad for changes in the status of active cases:
a. Cases transferred in (+) - Cases transferred from ot her
trustee offices are added.
b. Cases converted to Chapter 12 (+) - Cases converted from
anot her chapter are added.
C. Cases transferred out (-) - Cases transferred from your
office to another office are subtracted.
d. Conversions to another chapter (-) - Cases converted
from Chapter 12 to any other chapter are subtracted.
e. Dismssals (-) - Cases dism ssed are subtract ed.
6. Cases closed by the Court on conpletion of the plan or

hardshi p di scharge (-) - Enter the number of cases that the
Bankruptcy Court has cl osed on conpletion of the repaynment plan
orbupon egtry of a hardship discharge. Cases closed are

subt r act ed.

7.  Cases active, end of period - This represents the total of
active cases at the end of the period, arrived at by adding the
figures in line itens 3 and 4 together, and then adjusting that
total for the figures initens 5 and 6. The entry for "Cases
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active, end of period" should be carried forward as the nunber of
"Cases active, start of period" for the next year.

Exhibit VI. Bond Cal cul ati on

The information for Colums (1) and (2) should be taken from
the trustee's records and nonthly bank statenents for the current
year to date with estimates utilized for the nonths of Cctober,
Novenber and Decenber. The anmount of the Standi ng Trustee Bond
for the upcomng year will be 110% of the Hi ghest Daily Total
Bank Bal ance listed in Colum (4).

Exhibit VII. Conputation of Anmpunt Available for Conpensation and
Qperating Reserve

Item 1. The amount to be inserted should be the operating
reserve estimated to be on hand at the end of the current year.
This figure should equal the estinmated expense account bal ance at
the end of the current year.
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CHAPTER 12 ANNUAL BUDGET
January 1, 1998 - Decenber 31, 1998

NAIE:
DATE:

SUMVARY OF NECESSARY EXPENSES

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

NECESSARY EXPENSES:

*1. Enployee EXpenses. . ... ...
*2. Ofice Rent. ... .. .
*3. Utilities (if not included inrent)..............
*4. Bookkeeping and Accounting Services..............
*5. Conputer ServicCesS. ... ... ...
6. Audit Services.......... ...
*7. Consulting ServicCes. . ..... ...
8. Telephone. ... ... .. . . . . .
9. PosStage. .. ... ...
10. Ofice Supplies...... ... ... .
*11. Bond Prem ums. . ... ...
12. Cerk Fees (not under plans).....................
13. Dues to Professional Organizations............... N A N A N A
*14. Publications and On-Line Services................
*15. Insurance, other than Enploynent Related.........
16. Training (See Instructions)......................
*17. Maintenance and Service Agreenents...............
18. Photocopy Services or Transcripts................
*19. Travel . ...
*20. Equi pnent/Furniture Rental .......................
*21. Equi pnent/Furniture Purchases....................
22. Leasehold Inprovenments.......... .. ... .. .. ... .....
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SUMVARY OF NECESSARY EXPENSES

CY 98- CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

*23. O her expenses (list):

TOTAL Necessary EXpenses. . ... ...... ...

* These entries require additional detail on the "Yearly Supporting Estimtes"” and "Detail of
Per sonnel Expense" exhibits. The line itemtotals fromthese exhibits should tie to the "Summary of
Necessary Expenses".
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11, YEARLY SUPPORTI NG ESTI MATES

CY 98-CY 97
CY 96 CYy 97 CY 98 Percent age
Actual Full-year Budget Change

1. Enpl oyee expenses!:

Sal aries (including anounts withheld)............
OV i MR, o ot e e e e
BONUSES. . . . . e
Enpl oyer's Contribution ........... ... ... ... .....
Errpl oyee Benefits

Total Health Insurance.......................
Total Life Insurance............ ... ... ....
Total OQher Insurance............. ... ....
Total Retirement........... . . . ... .
Total Parking........... ... .. .. .. ...
Total O her Benefits............ .. .. .. .......
TOTAL Benefits. . ... e
TOTAL Enpl oyee EXPeNnsSes. . . ...

mooOw>

oukwhE

2. Rent:
A. Total Square Footage Leased (O fice Space).......
B. Sq Ft Apportioned to Ch. 12 Cpr (O fice Space)...
C. $ Anpbunt Paid Per Square Foot (Office Space).....
D. $ Amount Ofice Space........... ...
E. $ Arount O f-Site Storage........................
TOTAL Rent . ... e e

| s Chapter 12 Qperation renting froma related party? (YES\ NO
If yes, identify party

3. Uilities (if not included in rent):
A Electricity. ... ...
B. GBS, . .
G VAt er . .
TOTAL Uti i ties. . e e e

1 Paynment of payroll taxes and benefits for trustees are not allowabl e expense
i tens.
- 3 -
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11, YEARLY SUPPORTI NG ESTI MATES

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

4. Bookkeepi ng and Accounting Servi ces:
A. From Third Parti es:
1) vendor nane and type of service

2) vendor nanme and type of service

B. From Standing Trustee or Related Party:
1) vendor nane and type of service

2) vendor nanme and type of service

TOTAL Bookkeepi ng and Accounting Services

5. Conputer Services:

A. Vendor nane

B. Vendor nane

TOTAL Conputer Services




YEARLY SUPPORTI NG ESTI MATES

7. Consulting Services:

(This does not authorize paynent of expenses incurred for the defense or
or actions brought against the trustee personally.)

A. From Third Parti es:
1) Consul tant nanme and area of

expertise......

Revi sed 9/ 97

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

settl enent of clainms nmade

2) Consul tant name and area of

expertise......

B. From Rel ated Party:
1) Consul tant nanme and area of

expertise......

2) Consul tant name and area of

expertise......

TOTAL Consulting Services..............
11. Bond Prem uns:

A. For Standing Trustee...........

B. For Staff......................

TOTAL Bond Premuns....................

14. Publications and On-Li ne Services:

A (name)........ ... i
B. (name)......... .. .. .. . .. .. .. ...
C (etc.). o
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11, YEARLY SUPPORTI NG ESTI MATES

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

15. Insurance, other than Enpl oyee Benefits:
A. Errors and Om ssions insurance (insurer name)..

B. (insurer nanme and type of insurance)...........
C. (insurer nane and type of insurance)...........
D, (Bt C. )t it
TOTAL I NSUranCe. . .. . e e e e e e e e
16. Training (See Instructions):
A (training attended)......... ... .. .. ... . .. . ... ..
B. (training attended)........... ... ... .. ... .....
G (B C. ) et
TOTAL Training EXpenses. ... ....... ...
17. Mai ntenance and Servi ce Agreenents:
A (T tem .
B. (Ttem . . .
G (B C. ) et
TOTAL Mai ntenance and Service Agreenments...............
19. Travel:
A Transportation.............. ...
B. LOAQiNg. .. ..o
C Meal S, .
D. Oher (list)... ... . e
TOTAL Travel .. ... e e e e




1. YEARLY SUPPORTI NG ESTI MATES

20. Equi prment/ Furniture Rental s:
A. From Third Parties:
1) Business equipment.............. ...,
2) Conputer equipment............... ...
3) Furniture....
4) O her rental

B. From Standing Trustee or Related Party:
1) Business equipment............... ...
2) Conputer equipment............... ...
3) Furniture....
4) O her rental

TOTAL Equi pnent/Furniture Rentals......................

21. Equi prent/ Fur ni ture Purchases:
A. Business equipment............ .. ...
B. Conputer equipment............. ...
C. Furniture.......

D. O her

(specify).

TOTAL Equi pnent/Furniture Purchases....................

23.

ot her

Expenses(specify third or related party):

Revi sed 9/ 97

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change
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L. DETAI L OF PERSONNEL EXPENSE?

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

#1 Enpl oyee Nane & Position:
If hired in Cy 97 or CY 98,
give nonth and year of hire
Salary (including anounts withheld)...............
Overtine, if applicable

Enpl oyer's Contribution (payroll, social security).
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)................
Life Insurance. .. ........ ...,
O her I nsurance
(e.g., vision) identify

Retirement. ... ... . .. .. . .. .
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee EXpense. ... .. ... ..

Aver age nunber of hours/week......................
Hourly Salary - Beginning of Year® ...............
Hourly Salary - End of Year® .....................
Average hourly TOTAL Enpl oyee Expense.............

ldentify by marking with an "*" each enpl oyee who is related (by bl ood or
marriage) to the trustee or to another trustee enpl oyee and descri be the
relationship. Also for any retirenment plan(s) in effect, define contribution
f ormul a.

3 For CY 96, enter either average hourly salary for the year or the beginning an
endi ng hourly sal aries.



Revi sed 9/ 97
L. DETAI L OF PERSONNEL EXPENSE

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

#2 Enpl oyee Nane & Position:
If hired in Cy 97 or CY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable.......... ... ... .. .. .. ... ...

Enpl oyer's Contribution (payroll, social security).
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)................
Life Insurance. .. ........ ...,
O her I nsurance
(e.g., vision) identify

Retirement. ... ... . .. .. . .. .
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee EXpense. ... .. ... ..

Aver age nunber of hours/week......................
Hourly Salary - Beginning of Year.................
Hourly Salary - End of Year.......................
Average hourly TOTAL Enpl oyee Expense.............
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L. DETAI L OF PERSONNEL EXPENSE

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

#3 Enpl oyee Nane & Position:
If hired in Cy 97 or CY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable.......... ... ... .. .. .. ... ...

Enpl oyer's Contribution (payroll, social security).
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)................
Life Insurance. .. ........ ...,
O her I nsurance
(e.g., vision) identify

Retirement. ... ... . .. .. . .. .
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee EXpense. ... .. ... ..

Aver age nunber of hours/week......................
Hourly Salary - Beginning of Year.................
Hourly Salary - End of Year.......................
Average hourly TOTAL Enpl oyee Expense.............
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L. DETAI L OF PERSONNEL EXPENSE

CY 98- CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

#4 Enpl oyee Nanme & Position:
If hired in Cy 97 or CY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable.......... ... ... .. .. .. ... ...

Enpl oyer's Contribution (payroll, social security).
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)................
Life Insurance. .. ........ ...,
O her I nsurance
(e.g., vision) identify

Retirement. ... ... . .. .. . .. .
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee EXpense. ... .. ... ..

Aver age nunber of hours/week......................
Hourly Salary - Beginning of Year.................
Hourly Salary - End of Year.......................
Average hourly TOTAL Enpl oyee Expense.............
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L. DETAI L OF PERSONNEL EXPENSE

CY 98-CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

Tot al Enpl oyee Expense Per Enpl oyee:

Enpl oyee #1 (Name&position)..........................
Enpl oyee #2 (Name&position)..........................
Enpl oyee #3 (Nanme&position)..........................
Enpl oyee #4 (Name&position)..........................

Enmpl oyee #5 Name&position)............. ... ..........
Enpl oyee #6 me&position)........ ... .. .. ...
Enpl oyee #7 me&position)........ ... .. .. ...
Enpl oyee #8 me&position)........ ... .. .. ...

(

(

(
Enpl oyee #9 (Name&position).............. ... .........
Enpl oyee #10 (Nanme&position)..........................
(Name&position).......... .. ...
(Name&position).......... .. ...
(Name&position).......... .. ...

Enpl oyee #14 (Name&position)..........................
Enpl oyee #15 (Nanme&position)..........................

Bonus FUuNnds. . .. ... ... e

Enpl oyee #11
Enpl oyee #12
Enpl oyee #13

EEE5566666

TOTAL Al Enployees. . ....... ..

NOTE: Attach witten job description for each enployee listed above, if position is new or
responsi bilities have changed.
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| V. YEARLY ALLOCATED EXPENSE EXHI BI T#

CY 98- CY 97
CY 96 CYy 97 CY 98 Percentage
Act ual Ful | -year Budget Change

ltem and Justification for Allocation:

1. Expense Item
Total CoSt ... ...
Cost Allocated to Ch. 12 Operations ..............
Al'l ocation Percentage (identify other party):

Justification for Al ocation:

2. Expense Item
Total CosSt . ... ..
Cost Allocated to Ch. 12 Operations ..............
Al'l ocation Percentage (identify other party):

Justification for Allocation:

3. Expense Item
Total CosSt ... ... .
Cost Allocated to Ch. 12 Operations ..............
Al l ocation Percentage (identify other party):

Justification for Al ocation:

4. Expense ltem
Total CosSt ... ... .
Cost Allocated to Ch. 12 Operations ..............
Al l ocation Percentage (identify other party):

Justification for Al ocation:

4 Exampl es of "Justification for Allocation"” are hours worked, square footage, nunber of
enpl oyees.
- 13 -
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V. WORKLOAD EXHI BI T

CY 96 CY 97
Act ual Ful | -vyear
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CYy 98-Cy 97
CY 98 Percentage
Budget Change

a) Receipts, actual or estimate, net of refunds
(exclude constructive receipts)................

b) Di sbursenents subject to percentage fee,
actual or estimte, (exclude
constructive disbursenents).....................

c) Interest earned on trust and expense funds,
actual or estimate......... ... .. .. .. ... ...

d) Revenue from awards under 8503(b)...............

a) Average percentage fee, actual or requested...... % %

b) Revenue fromperct. fees (Item1(b) x Item2(a)) $
c) Revenue fromfees on direct paynents............ $

© A

Cases active, start of period......................

New cases filed during year (+)....................

Adj ust ment s during year
a) Cases transferred in (+)............ .. .. .. ......

b) Cases converted from anot her chapter (+)........

c) Cases transferred out (-)........ ... .. .. .. ... ...

d) Conversions to another chapter (-)..............

€) Dismssals (-). ...

Total adjustnment (+) or (-)....... ...,

Cases closed by the Court on conpletion of the plan
or hardship discharge (-)....... ... .. .. . .. . . . ...

Cases active, end of period (3+4+45-6)..............

NOTE: The entry for "Cases active, end of period" should be carried forward as the nunber of "Cases
active, start of period" in the next cal endar year.



January
February
Mar ch
Apri

May

June
July
August
Sept enber
Cct ober
Novenber
Decenber

TOTAL
Sanme as Item V(1) (a)

Upcom ng Year Estinate

Hi ghest Daily Total

NOTE: Upcom ng Year Bond Calculation is Based on the H ghest Daily Tota

(4) x 110%

VI. BOND CALCULATI ON

(1) Cy 97 (2) Cy 97 (3) Cy 98
Mont hl y Hi ghest Mont hl y
Recei pts Dai ly Tot al Recei pts
Ful | Year Bank Ful | Year
Estimate Bal ance Estimate
Bank Bal ance X 110%

(4) Cy 98
Estimate
Hi ghest
Daily Tot al
Bank Bal ances

Bond Requi red

Revi sed 9/ 97

Bank Bal ance Listed in Col um



© N o 0 k~ 0 N

Vil. COVPUTATI ON OF AMOUNT AVAI LABLE FOR COVPENSATI ON AND OPERATI NG RESERVE

End- of -year CY 97 Qperating Reserve

Revi sed 9/ 97

[ shoul d equal estinated expense account bal ance at end of CY 97]

I nterest earned on trust and expense funds [sane as V.1(c)]

Revenue from awards under 8503(b) [sane as V.1(d)]

Revenue from percentage fees [sane as V. 2(b)]

Revenue fromfees on direct paynents [sanme as V. 2(c)]

Total revenue [1+2+3+4+5]

Less Total Necessary Expenses [sane as total of |. on Page 2]

Bal ance of funds avail able for conpensation (inclusive of
20% in benefits) and operating reserve [6-7]

NOTE: Entries for lines 2-8 reflect nunbers for upcom ng year

STANDI NG TRUSTEE' S CERTI FI CATI ON TO BUDGET REQUEST

| hereby certify that the information contained herein is correct, and request that this annual
budget be exam ned and reviewed by the United States Trustee.

CHAPTER 12 STANDI NG TRUSTEE' S SI GNATURE

REVI EVED BY:

Uni ted States Trustee
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| NSTRUCTI ONS FOR THE PREPARATI ON OF
CHAPTER 13
STANDI NG TRUSTEES ANNUAL SUWVARY BUDGET REQUEST

| nt r oducti on

These instructions relate to the preparation of standing
trustee upcom ng budget estimates. The various policies with
budgetary i npact are covered, as is guidance on the classification of
expenditures fromtrustee office expense accounts.

I1. Responsibilities and Ti netabl es

A ~Standing Trustees. The standing trustee will prepare al
budget estimates in final form for submssion to the United States
Trustee by June 1 of each year

B. United States Trustee. The United States Trustee w ||
review the standing trustee's budget estimates, provide coments,
and indicate review of budget requests along with any necessary
nmodi fications for their subm ssion of the data to the Assi stant
Director for Review and Oversight by August 1 of each year. The
standing trustee's yearly budget (including job descriptions and
a statenent describing any changes or corrections to the
guestionnaire for sensitive positions (SF-86)) nust be
acconpani ed by a nenorandumfromthe United States Trustee
reconmmendi ng the upcom ng annual percentage fee and conpensation
| evel . Evaluations should be sent to the Assistant Director by
Sept enber 1.

C. Executive Ofice for U S Trustees. The Executive
Ofice wll issue approved standing trustee conpensation |evels
and percentage fees by Septenber 30 of each year. Requests for
Orders Fixing Cbnﬁensation and Percentage Fee will not be
processed until the budgets are reviewed by the United States
Trust ee.

I[11. Standards to be Used in Preparing Estinmates

The standing trustee should use the nost recent annual report
for the actual -year data requested in the budget forns. Accounting
classifications may need to be nodified to capture data in the
requested |l evel of detail and in the categories of expense used
t hroughout the subm ssion.
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You may find that the anount of detail required for an
expense in the Supporting Estimates (Exhibit 1), Detail of
Per sonnel Expense (Exhibit I11), and the Allocated Expenses
(Exhibit IV) is greater than the space available on the form
For those expenses, expand the space.

Current-year data should be projected fromthe | atest

avai l abl e nonthly report of expenditures. Al anmounts should be
rounded to the nearest dollar.

Exhibit |I. Summary of Necessary Expenses

Thi s exhibit(Provides a breakdown of expense categories
whi ch are expl ai ned further below. Because nost of the
categories are used to prepare annual reports, the requested data
shoul d be avail able from standing trustee financial records.
Where the classification of an expense could reasonably fall in
nore than one category, consistency in classification fromyear
to year is nore inportant than the category sel ected.

Expense Classifications for Exhibits | and Il. The
foll ow ng guidance is provided for preparing cost figures for the
trustee's actual and necessary expenses.

ltem 1. Enpl oyee Expenses: Charges for regular salaries and
wages, enployer's contributions (social security, unenploynent,
etc.), overtinme, bonuses, and cost of benefits provided to

enpl oyees.

Item 2. Rent: Charges for rental of office space, conference
roons, garage space, and storage space. Of-site storage cost
shoul d be broken out separately. |[|f operation noved or is noving
in md-year, use both rates and both square footage anounts.

ltem 3. Uilities: Self-explanatory.

Item 4. Bookkeepi hg and Accounting Services: Charges incurred
for all outside bookkeeping and accounting necessary for the
operation of standing trustee office, including charges for the
preparation of payroll, payroll taxes, annual reports, tax
returns for trust accounts, and reconciliation of bank accounts.

ltem 5. Conputer Services: Charges for services for the

devel opment and nodi fication of software systens, data
preparati on and conversion, consulting, research and devel opnent,
and use of proprietary prograns, including initial processing
fees charged by a conputer firm |Includes software maintenance
charges. This item does not include training or supplies.




Revi sed 4/97
| tem 6. Audit Services: Charges incurred for services of any
i ndependent audit firns.

ltem 7. Consulting Services: Charges incurred under contract
with individuals for services as attorneys, accountants, and

ot her professionals. (This does not authorize paynment of
expenses incurred for the defense or settlenent of clains nade or
actions brought against the trustee personally.)

| tem 8. Tel ephone: Charges for |ocal phone service and/or |ong
di stance service.

ltem 9. Postage: All postal charges, including parcel post,
express mail, and rental of post office boxes. |If the standing

trustee sends out notices, include the cost of that postage, and
al so break out separately in the footnote.

ltem 10. Ofice Supplies: Charges incurred for pencils, paper,
cal endar pads, standard fornms, printed forns, envel opes,

phot ocopyl ng paper and supplies, conputer-related supplies, other
of fice supplies, and property of little nonetary val ue such as

desk trays and pen sets. Includes rentals of safety deposit
boxes.
ltem 11. Bond Prem uns: Fees for premuns on surety bonds,

i ncluding any prem uns paid to bond an enpl oyee.

ltem 12. Clerks Fees: Do not include any fees that are
provided to be paid under the plan.

Item 13. Dues to Professional Organizations: Effective Cctober
1, 1996, dues or nenbership fees for professional organizations
are not all owed expenses.

ltem 14. Publications and On-Line Services: Charges for
subscriptions to and copi es of bankruptcy-rel ated journals and
periodi cals, books and directories in the standing trustee's
[ibrary, and on-line services. The cost of textbooks for
training are excl uded.

ltem 15. | nsurance (other than enpl oyee benefits): Charges for
i nsurance to protect assets of the office of the standing trustee
or enpl oyees (such as errors and om ssions, fire, theft, and
accidental injury to property or third persons). Includes cost
of workers conpensati on I nsurance.

Item 16.  Training Expenses: Charges for tuition, registration,
t ext books, supplies, air fare, mleage, neals, and other costs
incurred as related to training activities associated with the
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duties of the standing trustee. |Includes NACTT educational fees,
whi ch count toward the cap.

ltem 17. Mai nt enance and Service Agreenents: Charges incurred
for the repair and mai ntenance, or service agreenents covering
such repair and nmai ntenance, of the office suite and office

equi prent, including all office machines and furnishings, and

i ncl udi ng charges for custodial services when not included in the
basi c | ease agreenent.

ltem 18. Phot ocopy Services or Transcripts: Self-explanatory.

ltem 19. Travel: Charges for travel related to training should
be included in Item 16.

Item 20. Equi pnent/Furniture Rental: Charges for the use of
equi pment owned by another, including copyi ng machi nes, audio and
vi sual aid equipnent, rental of conputer systens and software,
printers, desks, tables, chairs, typewiters,
calculators/bookkeeBing machi nes, mailing machi nes, postage
meters, and file cabinets. Total rent paynents may not exceed
the cost of purchase.

ltem 21. Equi pnent / Furni ture Purchases: Charges for purchase of
nmovabl e furniture, fittings, and fixtures; including desks,
tables, chairs, typewiters, calculators and addi ng/ bookkeepi ng
machi nes, conputers, printers, tel ephone equipnment, and file

cabi nets, and including charges for services 1 n connection with
shi pping and installation when perforned under contract. All

equl pnent/furniture purchased from Chapter 13 funds remain the
possession of the office of the standing trustee, and are to be
used for the admnistration of all Chapter 13 cases by the
trustee and any successor trustee.

ltem 22. Leasehol d | nprovenents: Charges incurred for space
adj ustnents (including partitioning), alterations, and

i nprovenents to building or office suite as approved by the
United States Trustee.

Item 23. Al Qher Expenses: All expenses not otherw se
classified. |If several expenses are included, provide a
br eakdown of the m scel |l aneous expenses.

Exhibit Il1. Yearly Supporting Estimates

Several categories of expense on Exhibit | are asterisked to
i ndicate that supporting detail is needed to substantiate the
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total expense. The supporting details are to be provided in
Exhibit 11, according to the foll ow ng guidelines:

The expenses item zed in the Yearly Supporting Estimates
shoul d agree with figures entered in the sane categories of the
Summary of Necessary Expenses Exhibit (Exhibit ).

Al'l expense itens should be |isted within the categories

requested in the Yearly Supporting Estimates Exhibit. If the
nunber of entries exceeds the nunber of |ines provided, then
additional lines should be inserted before proceeding to the next
cat egory.
Exhibit 111. Detail of Personnel Expense

The Detail of Personnel Expense (Exhibit I11) is the
supporting material needed for Item 1 of Exhibit I. To assist in

the United States Trustee's review of this exhibit, the list of
st andi ng trustee_enplorees shoul d be prepared in descending order
(with highest-paid enployees listed first).

For each enpl oyee, provide individual data on sal ary,
overtinme pay, bonuses, benefits, average nunber of hours worked
per week, and hourly wage (both the wage at the begi nning of the
fiscal year and the one at the end of the fiscal year). Bonus
anounts for the upcom ng year are probably not as yet apportioned
to individuals. List total dollars on the summary page at the
end of the Exhibit. Position descriptions itemzing all of the
duties performed for anK Bositions t hat have changed or have been
added nust acconpany Exhibit I11. Four sanple bl ocks are
provided in the Exhibit. |If nore are needed, they should be
repeated in the sanme format on suppl enental pages. Note that the
trustee is not an enployee and, under the UST system payrol
taxes and benefits for the trustee are personal expenses of the
trustee; therefore, noline itemis provided for the trustee.
| dentify each enpl oyee who is related (by blood or marriage) to
the trustee or to another trustee enpl oyee and descri be the
rel ati onship.

Exhibit 1V. Allocated Expense Exhibit

List all costs allocated between the standing trustee and
anot her business entity, e.qg., law practice or Chapter 12
operation. ldentify the expense item total cost, cost to the
trustee operation, other business entity, allocation percentage,
and justification for allocation. The justification for
al l ocation may be square footage, hours worked, nunber of
enpl oyees, etc. However, for each separate all ocation, approval
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nmust be obtained in advance fromthe United States Trustee. In
the actual, full-year, and budget year colums, the total cost
and the cost allocated to the standing trustee operation are
entered. An exanple appears below if tinme spent is 50% on | aw
practice and 50% on the standing trustee operation:

FY xx FY xx FY xx
Act ual Ful | - Year Budget

ltem and Justification for Al ocation:

1. Expense |tem
Per sonnel Expenses......

Total Cost ................ $50, 000 $58, 000 $64, 000
Cost Allocated to Ch. 13
Qperations.............. $25, 000 $29, 000 $32, 000

Al'l ocation Percentage (identify other party):
50% | aw practice; 50% Ch. 13 operation
Justification for Allocation:
Actual tinme spent on | aw practice and Chapter 13 operation

In this exanple, the justification for allocation is actual tine
spent by staff on standing trustee's activities. The percentage of
time is 50% The total budgeted cost of personnel is $64, 000, and
$32,000 of the cost is allocated to the standing trustee's expenses.
The full-year and budget year columms are prepared with estimates for
those years in the same manner that actual previous expenses are
shown.

_ If all allocations are nmade on the sane basis, then only one
justification for allocation should be shown. [|f nore than one
al location basis is used, each should be descri bed.

For other exhibits in the budget subm ssion, only the anount
allocated to the standing trustee office will be shown.

Exhibit V. Wrkload Exhibit.

The Workl oad Exhibit is divided into two parts. The first part
covers recei pts and percentage fees. Receipts reported in Item 1(a)
shoul d be net receipts i.e., after refunds to debtors. D sbursenents
reported in Item (1)(b) should be only those subject to percentage
fee. Item2(a) is the percentage fee needed to cover all expenses
item zed in the Summary of Necessary Expenses (Exhibit 1), and the
trustee's conpensation in the upcomng year. gFor prior and current
year, give average percentage fee.) In Item2(b), I1ndicate the
percentage fee revenues from2(a) 1n each year

- 6 -
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Fees may not be received on paynments made directly by debtors to
creditors under plans confirmed on or after Novenber 26, 1986, in
original United States Trustee districts. This restriction applies in
other districts as to plans confirned after Section 586(e) of Title 28
(as anmended) becones effective in the district.

The second part of the Workload Exhibit exam nes the Chapter 13
cases assigned to the standing trustee. Instructions below wll
assi st you in conpleting the caseload portion. (ltens 3-7) of the
exhi bit.

3. Cases active, start of period - Enter the nunber of active cases
as of the year indicated.

4. New cases assigned during the year - Enter the number of new
cases received. Petitions should be recorded when received, as of the
date they are received fromthe Bankruptcy Court.

5. Adj ustments during the year - This section is used to adjust the
casel oad for changes in the status of active cases:
a. Cases transferred in (+) - Cases transferred from ot her
trustee offices are added.
b. Cases converted to Chapter 13 (+) - Cases converted from
anot her chapter are added.
C. Cases transferred out (-) - Cases transferred from your
office to another office are subtracted.
d. Conversions to another chapter (-) - Cases converted from
Chapter 13 to any other chapter are subtracted.
e. Dismssals (-) - Cases dism ssed are subtracted.
6 Cases closed by the Court on conpletion of the plan or hardship

di scharge (-) - Enter the nunber of cases that the Bankruptcy Court
has cl osed on conpletion of the repayment plan or upon entry of a
hardshi p di scharge. Cases closed are subtracted.

7. Cases active, end of period - This figure represents the total of
active cases at the end of the period arrived at by adding the figures
inline items 3 and 4 together, and then adjusting that total for the
figures initens 5 and 6. The entry for "Cases active, end of period"
shoul d be carried forward as the nunber of "Cases active, start of
period" for the next year.
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Exhibit VI. Conput ati on of Anpunt Avail able for Conpensati on and
Opnerating Reserve.

ltem 1. The anobunt to be inserted should be the operating reserve
estimated to be on hand at the end of the current year, limted to no
nore than 17% of current year expenses. This figure should equal the
esti mat ed expense account bal ance at the end of the current year.
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CHAPTER 13 ANNUAL BUDGET
Cctober 1, 1997 - Septenber 30, 1998

NAIVE:
DATE:

| . SUMVARY OF NECESSARY EXPENSES

FY 96 FYy 97 FY 98
Act ual Ful | -yvear Budget

FY 98- FY 97
Per cent age
Change

A OPERATI NG EXPENSES:

*1. Enployee EXpPenses. ... ...

*2. Ofice Rent. .. ... .. . .. e

*3. Utilities (if not included inrent)...............

*4. Bookkeeping and Accounting Services...............

*5. Conputer ServicCesS. ... ... ...

6. AUdit ServicCes. . ... ... ... e

*7. Consulting ServicCes. . ..... ...,

8. Telephone. . ... ... . . . .

9. Postage® ....... ..

10. Ofice Supplies. ... ...

*11. Bond Prem UnB. . . ... .. e

12. Cerk Fees (not under plans)......................

13. Dues to Professional Organizations................ N A N A
*14. Publications and On-Line Services.................

*15. Insurance, other than Enploynent Related..........

16. TraiNiNg. . ... e

*17. Maintenance and Service Agreements................

18. Photocopy Services or Transcripts.................

*19. Travel .. ... ..

*20. Equi pnment/Furniture Rental ........................

$

® |f postage anount includes postage for notices, provide an estinmate of that cost:
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SUWARY COF NECESSARY EXPENSES

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

*21. Equi pnent/Furniture Purchases.....................
22. Leasehold Inprovenments............. .. .. .. ...
*23. Ot her Expenses (list):

Total Operating EXxpenses............. .. ... ..

B. OPERATI NG RESERVE

(not to exceed 17% of Total Operating Expenses)...

C. TOTAL NECESSARY EXPENSES [A + B]..................

*These entries require additional detail on the "Yearly Supporting Estinmates" and
"Detail of Personnel Expense" exhibits. The line itemtotals fromthese exhibits should tie to

the "Summary of Necessary Expenses”.



Revi sed 4/ 97
11, YEARLY SUPPORTI NG ESTI MATES

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

1. Enpl oyee expenses:*®

Sal aries (including anounts withheld)..........
OVer i M. . ot e e
BoNUSES. . ... e
Enpl oyer's Contribution .......................
Errpl oyee Benefits

Total Health Insurance.....................
Total Life Insurance.......................
Total OGher Insurance......................
Total Retirement.......... ... . .. ...,
Total Parking............ ... .. .. . .. .. .. . ...
Total O her Benefits.......................
TOTAL Benefits. . ... e
TOTAL Enpl oyee EXpPenses. ... . ... ...

mooOw>

oukwhE

2. Rent:
A. Total Square Footage Leased (O fice Space).....
B. Sq Ft Apportioned to Ch. 13 Cpr (O fice Space).
C. $ Amount Paid Per Square Foot (Office Space)...
D. $ Amount Ofice Space............. ...
E. $ Amount O f-Site Storage......................
TOTAL Rent . ... .. e e e e e e

S Chapter 13 operation renting froma related party? (YES/ NO
f yes, identify party

3. Uilities (if not included in rent):
A Electricity. ... ... ..
B. G8S. .. .
G VAt er.
TOTAL Utilities. ..o e e e

¢ Paynment of payroll taxes and benefits for trustee are not allowabl e expense itens.
- 3 -
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11, YEARLY SUPPORTI NG ESTI MATES

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

4. Bookkeepi ng and Accounting Servi ces:
A. From Third Parti es:
1) vendor nane and type of service

2) vendor nane and type of service

B. From Standing Trustee or Related Party:
1) vendor nane and type of service

2) vendor nanme and type of service

TOTAL Bookkeepi ng and Accounting Services

5. Conputer Services:
A. Vendor Nane:

B. Vendor Nane:

TOTAL Conputer Services
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11, YEARLY SUPPORTI NG ESTI MATES

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

7. Consulting Services: _
(This does not authorize paynent of expenses incurred for the defense or settlenment of clains
made or actions brought against the trustee personally.)

A. From Third Parties:
1) Consultant nanme and area of expertise......

2) Consultant nane and area of expertise......

B. From Rel ated Party:
1) Consultant nanme and area of expertise......

2) Consultant nane and area of expertise......

TOTAL Consulting ServicCes. . ....... ...
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11, YEARLY SUPPORTI NG ESTI MATES

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

11. Bond Prem uns:
A. For Standing Trustee............ .. ...,
B. For Staff....... ... . . . . . .

TOTAL Bond Prem ums. . ... .. ... e

14. Publications and On-Li ne Services:
A (NaMB) .

TOTAL Publications and On-Line Services................

15. Insurance, other than Enpl oyee Benefits:
A. Errors and Om ssions insurance (insurer name)..

B. (insurer nanme and type of insurance)...........

C. (insurer nane and type of insurance)...........
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11, YEARLY SUPPORTI NG ESTI MATES

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

19. Travel:
A Transportation.......... ... ...
B. LOAQiNg. .. ..o
C Meal S, .
D. Oher (list)... ... . e

TOTAL Travel . ... ... e st s

20. Equi prment/ Furniture Rental:
A. From Third Parties:
1) Business equipment............... ...,
2) Conputer equipment............... ...,
3) Furniture. ... . . e
4) Oher rental (list)........ ... .. . . .. . . ... ...

B. From Standing Trustee or Related Party
1) Business equipment............... ...,
2) Conputer equipment............... ...,
3) Furniture.. ... ... . . .
4) Oher rental (list)........ ... .. . . .. . . ... ...

TOTAL Equi pnent/Furniture Rentals......................




1. YEARLY SUPPORTI NG ESTI MATES

FY 96
Act ual

21. EqU|pnent/Furn|ture Pur chases:
Business equipment........... .. ...

Revi sed 4/ 97

FY 98- FY 97
FYy 97 FYy 98 Per cent age
Ful | -yvear Budget Change

Conmputer equipment. ........... . ...

Furniture. ... ... . .. e

onw>

Oher (specify). ... ...

TOTAL Equi pnent/Furniture Purchases....................

23. | OQther Expenses(specify third or related party):
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L. DETAI L OF PERSONNEL EXPENSE’

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

#1 Enpl oyee Nanme & Position:
If hired in FY 97 or FY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable........ ... ... ... .. .. ... ...

Enpl oyer's Contribution (payroll, social security)
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)...............
Life Insurance. .......... .. .. ...
O her I nsurance
(e.g., vision) identify

Retirement......... . .. .. . .,
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee Expense. ............ ...,

Aver age nunber of hours/week.....................
Hourly Salary - Beginning of Year® ..............
Hourly Salary - End of Year® .....................

! ldentify by marking with an "*" each enpl oyee who is related (by bl ood or
marriage) to the trustee or to another trustee enpl oyee and descri be the
relationship. Also, for any retirenment plan(s) in effect, define contribution
f ormul a.

8 For FY 96, enter either average hourly salary for the year or the beginning and endi ng
hourly sal ari es.

-9 -
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Average hourly TOTAL Enpl oyee Expense............
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[ 11. DETAIL OF PERSONNEL EXPENSE

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

#2 Enpl oyee Nanme & Position:
If hired in FY 97 or FY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable........ ... ... ... .. .. ... ...

Enpl oyer's Contribution (payroll, social security)
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)...............
Life Insurance. .......... .. .. ...
O her I nsurance
(e.g., vision) identify

Retirement......... . .. .. . .,
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee Expense. ... ......... ...,

Aver age nunber of hours/week.....................
Hourly Salary - Beginning of Year................
Hourly Salary - End of Year......................
Average hourly TOTAL Enpl oyee Expense............
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L. DETAI L OF PERSONNEL EXPENSE

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

#3 Enpl oyee Nane & Position:
If hired in FY 97 or FY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable........ ... ... ... .. .. ... ...

Enpl oyer's Contribution (payroll, social security)
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)...............
Life Insurance. .......... .. .. ...
O her I nsurance
(e.g., vision) identify

Retirement......... . .. .. . .,
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee Expense. ............ ...,

Aver age nunber of hours/week.....................
Hourly Salary - Beginning of Year................
Hourly Salary - End of Year......................
Average hourly TOTAL Enpl oyee Expense............
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[ 11. DETAIL OF PERSONNEL EXPENSE

FY 98- FY 98
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

#4 Enpl oyee Nanme & Position:
If hired in FY 97 or FY 98,
give nonth and year of hire

Salary (including anounts withheld)...............
Overtine, if applicable........ ... ... ... .. .. ... ...

Enpl oyer's Contribution (payroll, social security)
Enpl oyee Benefits (list):
Heal t h | nsurance
(circle: famly or indiv.)...............
Life Insurance. .......... .. .. ...
O her I nsurance
(e.g., vision) identify

Retirement......... . .. .. . .,
Parking. .. ...
O her Benefits (identify)

TOTAL Enpl oyee Expense. ... ......... ...,

Aver age nunber of hours/week.....................
Hourly Salary - Beginning of Year................
Hourly Salary - End of Year......................
Average hourly TOTAL Enpl oyee Expense............
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L. DETAI L OF PERSONNEL EXPENSE

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

Tot al Enpl oyee Expense Per Enpl oyee:

Enpl oyee #1 (Name&position)..........................
Enpl oyee #2 (Name&position)..........................
Enpl oyee #3 (Nanme&position)..........................
Enpl oyee #4 (Name&position)..........................
Enpl oyee #5 (Name&position)..........................
Enpl oyee #6 (Nanme&position)..........................
Enpl oyee #7 (Name&position)..........................
Enpl oyee #8 (Nanme&position)..........................
Enpl oyee #9 (Nanme&position)..........................
Enpl oyee #10 (Nanme&position)..........................
Enpl oyee #11 (Nanme&position)..........................
Enpl oyee #12 (Name&position)..........................
Enpl oyee #13 (Nanme&position)..........................
Enpl oyee #14 (Name&position)..........................
Enpl oyee #15 (Nanme&position)..........................
Bonus Funds. . ....... ... . ..
TOTAL Al Enployees. . ....... .. i

NOTE: Attach witten job description for each enpl oyee |listed above.
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V. YEARLY ALLOCATED EXPENSE EXHI BI T°

ltem and Justification for Allocation:

1.

Expense Item

4/ 97

FY 98- FY 97
FY 96 FY 97 FY 98 Per cent age
Act ual Ful | -yvear Budget Change

Total Cost ...... ... .
Cost Allocated to Ch. 13 Operations ...........

Al l ocation Percentage (identify other party):

Justification for Al ocation:

Expense Item

Total Cost ....... .. . .
Cost Allocated to Ch. 13 Operations ...........

Al'l ocation Percentage (identify other party):

Justification for Al ocation:

Expense Item

Total Cost ....... .. . .
Cost Allocated to Ch. 13 Operations ...........

Al'l ocation Percentage (identify other party):

Justification for Al ocation:

Expense Item

Total Cost ....... .. .
Cost Allocated to Ch. 13 Operations ...........

Al l ocation Percentage (identify other party):

Justification for Al ocation:

°Exanpl es of "Justification for Al ocation"

enpl oyees.
- 15 -

are hours worked,

squar e f oot age,

nunber of



7.

NOTE: The entry for "Cases active,
"Cases active, start of period" in the next fiscal year.

V. WORKLOAD EXHI BI T

FY 96

Act ual

a) Receipts, actual or estimate, net of refunds
(exclude constructive receipts).................

Revi sed 4/ 97

FY 98- FY 97
FYy 97 FYy 98 Per cent age
Ful | -yvear Budget Change

b) Di sbursenents subject to percentage fee, actua
or estimate (exclude constructive di sbursenents)

c) Interest earned on trust and expense funds,
actual or estimate.......... ... ... .. .. .. ..

d) Revenue from awards under Section 503(b)........

e) Revenue fromnoticing............... .. .. .. ......

a) Average Percentage fee, actual or requested.....

b) Revenue fromperct. fees (Item 1(b)xltem 2(a)) $
c) Revenue fromfees on direct paynents............ $

Cases active, start of period......................

New cases filed during fiscal year (+).............

Adj ustnents during fiscal year
a) Cases transferred in (+)............ .. .. .. ......

b) Cases converted from anot her chapter (+)........

c) Cases transferred out (-)......... ... .. .. .. ... ...

d) Conversions to another chapter (-)..............

€) Dismssals (-). ...

Total adjustnment (+) or (-)....... ...

Cases closed by the Court on conpletion of the plan
or hardship discharge (-)....... ... .. . . . . ...

Cases active, end of period (3+4+45-6)..............

end of period" should be carried forward as the nunber of
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Vi. COVPUTATI ON OF AMOUNT AVAI LABLE FOR COVPENSATI ON AND OPERATI NG RESERVE

1. End-of-Year FY 97 Operating Reserve
(l'itmted to no nore than 17% of FY 97 Total Operating Expenses)

I nterest earned on trust funds [sanme as V.1(c)]

Revenue from awards under Section 503(b) [sanme as V.1(d)]

Revenue fromnoticing [sanme as V.1(e)]

Revenue from percentage fees [sane as V. 2(b)]

Revenue fromfees on direct paynents [sanme as V. 2(c)]

Total revenue [1+2+3+4+5+6]

© N o 0 k~ 0 N

Less Total Operating Expenses

[same as total of I. A on Page 2]

9. Bal ance of funds avail able for conpensation (inclusive of
20% in benefits) and operating reserve.

NOTE: Entries for lines 2-9 reflect nunbers for FY 98

STANDI NG TRUSTEES CERTI FI CATI ON TO BUDGET REQUEST

| hereby certify that the information contained herein is correct, and request that this
annual
budget be exam ned and reviewed by the United States Trustee.

CHAPTER 13 STANDI NG TRUSTEE' S SI GNATURE
REVI EVED BY:

Uni ted States Trustee
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U.S. Department of Justice

Executive Office for United States Trustees

Office of the Direcior Washingson, D.C. 20530

March 17, 1983

MEMORANDUM

TO: All United States Trustees

FROM: vﬂﬂ William ¥. Baity
Deputy Director

SUBJECT: Procedures for the Resolution of Deficiencies and
Closure of Chapter 12 and 13 Audits

The following discussion sets out the standard operating
procedure for closure of the auditors' reports on chapter 12 and
chapter 13 trustees, whether case-by-case trustees or standing
trustees. Currently, chapter 12 trustees receive an audit at
least once every three years conducted by the Office of Inspector
General. A chapter 13 trustee receives an audit every year
conducted by an independent accounting firm. To be able to
properly supervise the chapter 12 and 13 trustees, the United
states Trustee must be involved in the audit process and

resolution.

The regional standing trustee coordinator as the designee of
the United States Trustee should participate in the exit
interview between the auditors and the trustee. This interview
provides the United States Trustee with an overview of the
trustee’'s operations and identifies areas needing improvement and
areas requiring corrective action. Appropriate remedial action
alsc may be discussed during the exit interview.

Submission of an auditor's report to the United States
Trustee does not constitute closure of the audit by the Program.
Rather, as discussed below, closure occurs only after the United
States Trustee recommends and the Assistant Director for the
Office of Review and Oversight concurs that all findings have
been satisfactorily addressed. For chapter 12 audits, the United
States Trustee must submit a closure recommendation to the QOffice
of Inspector General. A copy of the recommendation should be
provided to the Assistant Director, Office of Review and

Oversight.
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Within 45 days of the receipt of the audit report, the
chapter 12 or 13 trustee must submit to the United States Trustee

a written explanation of corrective action and procedural changes
which have been implemented to prevent each noted deficiency from

reoccurring. The United States Trustee must confirm the
trustee's actions.

As part of the standing trustee supervision functions, you

should ensure that any actions reported as corrected by the
trustee have in fact been implemented. Whenever an audit report

contains a consequential finding as listed below, the United
States Trustee must seek documentation and/or make an on-site

visit to the trustee's office to verify resolution. This
verification must take place within three months of the trustee’'s

response. The designee will provide a memorandum to the files
describing, for each noted deficiency, the resolution implemented

and the verification process.

CHAPTERS 12 AND 13 AUDIT DISCREPANCIES
REQUIRING FOLLOW-UP VISIT(S)

1. Insufficient computer security, including lack of
restriction on internal software edits

2. Non-existent, inaccurate, incomplete or slow bank
reconciliations

No restrictive endorsement of debtor checks received

3
4, Lack of procedure to verify control over receipts
5 Lack of receipt policy for hard currency remittances

6. Inadegquate control over facsimile check signing machine
and signature stamp

7. Insufficient documentation of expenses

8. Inadequate oversight of cash related transactions and
emplovee delegated responsibilities in maintaining

financial records

9. Failure to make timely disbursements to creditors

The closure of the audit is more that a mere formality and
should be accomplished no later than six months from the date of
the audit report. The United States Trustee must determine that
the trustee has indeed corrected all noted deficiencies and
forward the audit closure report to the Assistant Director prior
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to this deadline in order to allow time for the Office of
Oversight and Review to determine that the audit closure report

is complete.

The above delineated audit closure procedures are effective
with the receipt of 1992 audits for chapter 12 standing trustees

and FY *'92 audits of standing 13 trustee.
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U S. DEPARTMENT OF JUSTI CE
EXECUTI VE OFFI CE FOR UNI TED STATES TRUSTEES

MONI TORI NG GUI DE FOR CONDUCTI NG REVI EWSOF CHAPTER 12 STANDI NG
TRUSTEES

MON12. REV



| V.

MONI TORI NG GUI DE FOR REVI EWS OF CHAPTER 12 TRUSTEES

PURPOSE

This review guide is for the nmonitoring of Chapter 12
trustee case admnistration and analysis of financial
transactions and records. The gui de 1 ncludes functions and
tasks common to the adm nistration of all Chapter 12 cases.
The United States Trustee nay inplenent the guide for those
trustees who are not scheduled for an audit conducted by the
O fice of the Inspector Ceneral.

Each United States Trustee will determ ne the anmount of tinme
and staff resources to be used to conplete a review. The
general tinme frame, which the on-site review can be
gonpleted by one individual, is estimated to be one or two
ays.

OBJECTI VES

The objectives of the review are to determ ne:

A, Wether the trustee established procedures and
practices for sound internal controls to assure that
all trust and expense funds are adequately safeguarded
agai nst | oss; and,

B. The accuracy of the trustee's reports.

SCOPE

The scope will enconpass the recent period of the |ast
Annual Report. Wbrking papers nust be prepared to support
al I concl usi ons.

METHODOL OGY

For the review of a Chapter 12 standing trustee, the anal yst
shoul d use the nonitoring guide formas the working paper
during the audit. This form provides the anal yst an
opportunity to incorporate the working papers 1nto the final
report. Please note that reference to your work Papers
shoul d be noted in the "coments" section of the form when
aﬁpropriate. | n addition, the anal yst nust designate
ether the findings noted in the review have been verified.
We can provide this formon a diskette for your convenience.



V. REFERENCES

A Bankrgptchdee (Title 11, U.S.C.), as Arended Pub. Law
5-598.

B. Handbook for Chapter 12 Trustees, June 1992, EQUST




VI. PROCEDURES

A. Survey and Initial Preparation

1. Determne the scope, tine frane, staff assignnents,

etc.
2. Tel ephone the trustee to set up a date within the
time franme of the assignnent for the field work to

begi n.
3. Obtain the follow ng information:
a. The | ast audited Annual Report.
b. The nost recent Annual Report.
C. The nost recent budget subm ssion

d. The last fixed asset |edger submtted by the
trust ee.

e. Lat est bank statenents if avail abl e.

B. Revi ew of Internal Controls

This section is used to determnm ne the adequacy of the system
of internal controls used by the trustee. At a mninmumthe
foll ow ng areas nust be eval uat ed:



VERI FI CATI ON
YES || NO

BANK LOCKBOX. Does the trustee utilize a
bank lockbox? YES _ ~ NO __ Is it
practical and cost effective for the trustee
to maintain a bank | ockbox to receive
substantially all debtor checks? YES
NO ~ This internal control avoids
aval lability of negotiable debtor checks to
persons within the trustee's office and
expedi tes bank cl earings.

COVMENT

| NI TI AL CONTRCL OVER RECEI PTS. (Qbserve how
debtor checks are received in the trustee's
of fice and how t he enpl oyees who physically
handl e the checks, post to journals or

| edgers. Note how and when the checks are
bat ched or how the checks are identified or
brought under nunerical control to ensure
that all checks received are ultimtely
deposi t ed.

COVMENT

TI MELY DEPOSI T AND DOCUMENTATI ON OF

RECEI PTS. Are debtor checks recorded on

i nput sheets, deposit tickets prepared, and
funds deposited, on a tinely basis? YES
____ NO ___ Are bank receipted deposit
slips conpared to debtor |edger posting?
Are debtor | edger posting independent of
receipts processing? YES  NO
This routine of deposit and i ndependent
conpari son secures funds fromloss or

m spl acenent through recording errors.

COVMENT

HARD CURRENCY REM TTANCES. Does the
standi ng trustee accept cash paynents? YES
~__  NO ___ Wen cash is received are
pre-nunbered recei pts given to the debtor
and i medi ate deposit nmade to the bank? YES
~_  NO __ Does the standing trustee
have an office procedure in place to
encourage the re-tendering of paynents by

NO

check or noney order? YES
COVIVENT




VERI FI CATI ON
YESy NO

REVI EW AND CANCELLATI ON OF EXPENSE
DOCUMENTATI ON.  Are invoices canceled to
prevent duplicate paynments by witing or
stanping "paid, date, check nunber" on the
invoice? YES _ NO

COMVENT
CREDI TOR OVERPAYMENT AND NSF CHECKS. Are

creditor overpaynment and debtor NSF checks
formally recorded and nonitored until

resolved? YES ____ NO____ Is there an
of fice procedure 1n place to accommodat e
t hese transactions? YES NO

Close attention by the trustee to these
matters is inportant as ultinmate repaynent
could be forgotten or collection

m sappropriated w t hout detection.

COVMENT

FACSI M LE CHECK SI GNI NG MACHI NE AND

SI GNATURE STAMP.  Wien a facsim | e check
signing machine is used observe if there are
procedures designed to overcone the absence
of direct signer involvenent. Procedures
woul d typically include sole control of the
signature plate by the trustee or a single
aut hori zed staff person, nonitoring of the
machi ne's nmeter indicating nunber of
signatures affixed, and reconciliation, by
an i ndividual not otherw se invol ved, of
nunber of signatures affixed to nunber of
checks approved and recorded. Use of a
signature stanp would require restriction to
a designated person, security of the stanp
in a locked safe or conpartnent and
restricted access to the secured
conpart ment .

COVMENT




10.

11.

12.

STALE DATED OUTSTANDI NG CHECKS. Are stale
dat ed out st andi ng checks cancel ed and

rei ssued or otherw se di sposed of? YES _
NO  This action is a nmeans of
protecting agai nst unauthorized

di sbursenents, possibly clearing under guise
of ol d outstandi ng checks.

COVMENT

DEBTOR REFUNDS. (bserve if debtor refunds
are made by check and if they are nade when
the case is closed, converted or disn ssed.

COVMENT

REVI EW AND CANCELLATI ON OF EXPENSE
DOCUMENTATI ON.  Cbserve if the check signer
reviews supporting docunentati on concurrent
wi th signing expense checks. Are all copies
of supporting docunentation physically
canceled to indicate conpletion of the

di sbursenent process? YES _~ NO

COVMENT

DI STRI BUTI ON OF SI GNED CHECKS. Are

i ndi vidual s i nvolved in the preparing of
trust and expense di sbursenent checks
involved in their stuffing and mailing? YES
___  NO __ Segregation of these duties
avol ds access to signed checks by persons
capabl e of inserting inproper checks into the
di sbursenment cycl e.

COVMENT

UNDELI VERABLE DI SBURSEMENT CHECKS. Are

di sbursenent checks that are returned,
because of inadequate address or other
reasons, processed by an individual

uni nvol ved with initial check authorization
and preparation? YES = NO

| ndependent processing of post office and
ot her returns provides a cross-check over
possi bl e m sdirection of returned checks.

COVMENT

VERI FI CATI ON

YES

NO



13.

14.

15.

16.

17.

TI MELI NESS AND APPROVAL OF BANK
RECONCI LI ATIONS. Are the reconciliations of
trust, expense, and other bank accounts up-

to-date? YES ___ NO____ Are the
reconciliations reviewed and approved by the
trustee? VYES NO  Is approval

i ndi cated on the face of each reconciliation
to fix responsibility for the performance of
this task? YES __ NO

COVMENT

CORRECTI ON OF RECONCI LI NG | TEMS. Are bank
account reconciling itenms requiring
correction resolved in a tinmely manner? YES
~__  NO __ Pronpt correction of
indicated errors will avoid what could
beconme a massive clerical backlog if the
errors are allowed to go without correction

COVMENT

BANK CUTOFF DATES. Are bank cutoff dates
the same as those for the financial records?
YES ~ NO __ Conformng these cutoffs
adds efficiency to the periodic bal ancing
process. End of nonth cutoffs may be highly

desirable for the two functi ons.

COVMENT

RECONCI LI NG OF DEBTOR LEDGERS W TH CHECKI NG
AND TI ME DEPCSI T BALANCES. Are debtor

| edgers periodically reconciled to
reconcil ed checking and ti nme deposit

bal ances to verify that detail ed case
records properly reflect overall receipt and
di sbursenent activity? YES __ NO

COVMENT

NON- | NTEREST BEARI NG FUNDS. (bserve that

| evel s of non-interest bearing fund bal ances
appear sufficiently low to conclude that the
trustee is efficiently investing idle funds.

COVMENT

VERI FI CATI ON
YES g NO



18.

19.

20.

21.

COVPUTER PASSWORD SECURI TY AND CONTRCLS.
Qbserve trustee procedures for preparing
data processing transmttals and receiving
(processed) data back into the office
routine. Are batch totals used to heIP
ensure doll ar and docunent integrity of data
processed? YES =~ NO  Does staff
review all manual check |1stings and ot her
data controls and error docunents on a
tinmely basis to verify or correct data? YES

NO The exercise of tinely user
controls is essential to nonitoring of data
processing activities. Mke sure passwords
are changed periodically.

COVMENT

LI M TED COWUTER FI LE ACCESS. Are dedicated
conput er passwords used to limt enpl oyee
access to sensitive data fields as creditor
name, creditor address, settlenent anount,
etc.? YES __ NO ____  The use of
passwords should not restrict the
peLfornance of individual enployee-assigned
| obs.

COVMENT

COVPUTER PROGRAMM NG SECURI TY. Are conputer
programmers all owed access to |live debtor/
creditor data files? YES _~ NO ___ The
segregation of these duties Is inportant to
provi de assurance that persons with access
to and capability of changlng appl i cations
prograns cannot |nd|V|dua |y address and
ossibl¥ change |ive debtor/creditor data

or self-serving purposes.

COVMENT

COVPUTER LOCK AND KEY SECURI TY. (bserve
that a physical |ocking nmechanismis used to
secure hardware when not in authorized use
and that keys are adequately secured.

COVMENT

VERI FI CATI ON

YES

NO



22.

VERI FI CATI ON
YESg NO

| NTERNAL COMPUTER SOFTWARE EDITS. Does t he
trustee's conputer prograns include
automatic edit checks for such matters as:

a. Agreenent of daily debtor/creditor
account posting wth daily receipts,
YES  NO

b. Agreenent of parallel debtor and
creditor account posting, YES _ NO

c. Agreenment of aggregate |edger bal ances
wth cunul ative transaction totals,
YES  NO

d. Agreenent of conpensation and expense
w th authorized percentages, YES
NO ___
e. Reconciliation of posted activity with
begi nni ng and endi ng | edger bal ances,
NO

YES _
f. "lllegal" transactions,
debtor/creditor, or other codes, YES
NO

g. Overdi sbursed debtor bal ances, YES
NO __

h. Unr easonabl y hel d undi sbursed debt or
funds? YES __ NO

These types of internal edit checks are critical
to detection of data entry, conputer program and

ot her

23.

ki nds or errors.
COMVENT

PERI ODI C DEBTOR COVMUNI CATI ON.  Are periodic
statenents nailed to debtors or debtors
attorneys in the ordinary course of business
to provide a passive control over potenti al
errors? YES __ NO

COVMENT




24.

25.

26.

27.

28.

DELI NQUENT DEBTORS. (Qbserve if delinquent
debtors are automatically flagged. |medi ate
recognition of delinquent status is essential for
maxi mum credi tor protection.

COVMENT

CASE FI LE MAI NTENANCE. Do case files that have
been observed throughout the engagenment generally
contain the typically expected docunents and
docunent copies (e.g., petitions, notices, proofs
of claimand confirnmation orders) and appear
otherwi se to be properly maintai ned? YES

NO Are periodic file reviews conducted to

hel p ensure follow up of mssing itens? YES
NO

COVMENT

SURETY BONDI NG. Does the surety bondlnP
listed on the Annual Report |nd|cate a level of
bond coverage that conplies with U S. Trustee
requirenents? YES __~ NO

COVMENT

OPERATI NG BUDGETS. Are operating budgets

nmoni tored and updated as each year progresses to
ensure that expenses are controlled and
conpensation limtations are not inadvertently
exceeded? YES __~ NO

COVMENT

FI XED ASSET LEDGER. Determne if the trustee
mai ntains a detailed listing of all trusteeshiﬁ
furniture and equi pnent in such a way that eac
year's additions can be conpared in dollar total
to expenditures reported on the Annual report.
This procedure is an effective way of avoi ding

| oss of typewiters, adding nmachi nes, and ot her
transportabl e asset s.

COVMENT

10

VERI FI CATI ON

YES

NO



29.

30.

31.

32.

33.

34.

DOCUVMENTATI ON OF STAFF PROCEDURES. Are routine
staff procedures docunented? YES =~ NO
Witten job descriptions hel p ensure consistent
staff performance, facilitate enpl oyee training
and cross-training.

COVMENT

MONI TORI NG OF STAFF ATTENDANCE. (observe if staff
attendance is nonitored, especially in |arger
standing trustee offices.

COVMENT

SAFEGUARD OF ACCOUNTI NG RECORDS. Cbserve that
Paper_apcountlng records are stored in secure
acilities to protect themfromloss due to fire
or theft.

COVMENT

SEGREGATI ON OF DUTIES. (Qbserve if enpl oyee
duties are segregated to insure that tasks and
functions are not totally assigned to any one
enpl oyee.

COVMENT

JO NT COST ALLOCATI ON. Are other business
operations in addition to the chapter 12
trusteeship (private | aw practice) operated
within the sane office? YES = NO
Revi ew the al |l ocati on net hods used to divide
expenses to determne if they are reasonabl e.
Docunent the basis used for the allocation.

COMVENT
STANDI NG TRUSTEE | NVOLVEMENT. As chi ef executive
of the trusteeship, note the extent of the

trustee's personal involvenent in the follow ng
significant control procedures.

a Test of receipted bank deposit slips against
posted recei pt totals.

b. Test of bank statenents and cl eared checks
agai nst nonthly bank reconciliations.

11

VERI FI CATI ON

YES

NO



VERI FI CATI ON

YES § NO

C. Test of aggregate nDnthIY debt or | edger
bal ances agai nst reconcil ed bank bal ances.

d. Test of trust disbursenent checks agai nst
debtor | edgers and pl ans.

e. Test of periodically mailed debtor
s}atenents agai nst debtor |edgers and
pl ans.

f. Exam nation and cancellation of
docunent ati on supEortlng expense account
di sbursenent chec
Monitoring of sundry income sources.

Monitoring of payroll anpunts and test of
payrol | checks agai nst permanent earni ngs

records.

i Preparation and nonitoring of operating
budget s.

] - Preparation and nonitoring of interimand
annual financial reports.

COMVENTS

Fi el dwor k and Exami nati on

1. Det erm ne the accuracy of cash bal ances for
each of the trust fund accounts, i.e.
unconfirmed trust account and confirnmed
trust account. Prepare a |ead schedul e of
all trust fund bank accounts and:

a. Reconcil e the detail of undi sbursed
funds by case nunber to the trust
account bal ances.

b. Revi ew two successive nonths of bank
statenments and investigate unexpl ai ned
transacti ons.

C. Revi ew t he | ast prepared outstanding
checks list and conpare with m ssing
checks on the bank statenents.

12



VERI FI CATI ON
YES | NO

d. Test a schedule of interest incone
earned by confirnmed trust bank account
and tie to total interest inconme per
trustee's general | edger.

COVMENTS

Determ ne the accuracy of the individual
debt or | edger bal ances for five cases.

a. Select five cases at random and trace
recei pts fromindividual debtor |edger
entry to bank deposit statenent.

b. Revi ew di sbursenent checks for these
sane five cases. Inspect checks for
payee, endorsenent, and validity of
paynment (per confirmed plan).

COVMENTS

Determ ne the accuracy of the expense
account bal ance.

a. Reconci |l e the expense account bal ance
per the |l edger to the bank account.

b. Review the last prepared outstanding
checks list and conpare with m ssing
checks on the bank statenents.

C. Determ ne the propriety of trusteeship
operati ng expenses. Review random
cancel ed checks and trace their entry
into the expense account | edger.

d. Reconcile the transfer of trustee
percentage fees fromthe Debtors Trust
Funds to receipts in the Trustee
Expense Fund for each nonth since the
| ast audited Annual Report. NOTE: The
"l ast audited Annual Report"” may be
prior to the | ast cal endar year.

Exam ne the cal cul ation of the trustee
percentage fee and ensure the
percentage is applied to the anmount of
di sbursenents nade under confirmnmed

pl ans.

COVMENTS

13



VI .

4. (Oontain copy of the fixed asset |edger by

conﬁaring the list of property submtted
with the |ast audited Annual Report and
any additions and deletions during the

peri od.
COMIVENT
5. htain a schedule of all |ease

comm tnments and ensure | ease
arrangenments can be reassigned properly.

COVMENT

CONCLUSI ON

A List all deficiencies disclosed in the
moni toring review.

B. Based on this reviewis an audit
reconmended?

14

VERI FI CATI ON

YES

NO
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Via Overnight Courier
Next Busi ness Day Delivery

NOTI CE OF [ SUSPENS|I ON OR TERM NATI ON|

TO

ADDRESS:

SPECI FY: whet her you are issuing a suspension, non-
renewal of appointnent, or a termnation. Any deviation from
normal case rotation, e.qg., a skipping of a rotation, consitutes
a suspension. |If you are issuing a suspension, describe the
condition or the duration (i.e., for six nonths).

DESCRIBE: in detail, the specific reason or reasons for
the decision. Explain —fully —the basis or bases for each
reason you rely upon. \Whenever possible, you should support
specific statenents or findings in the notice wwth detailed
citations to rel evant docunents. Describe any history of
rel evant past problens, instances of inadequate performance, or
ot her factors that you considered or that weighed in your
deci si on.

CITE: all relevant materials that docunent those
probl enms or factors and that document prior communications in
whi ch you have advised the trustee of those problens or factors.
| f you considered and rejected | ess drastic neasures, or if you
have been using progressive neasures, it is appropriate to
expl ain why you deci ded not to use | esser neasures or to describe
t he progressive steps you have taken in the past and why they
have not resolved the matter.

Insert the Followi ng Language in Every Notice:

1. “This decision is final and unrevi ewabl e unl ess
you request in witing a review by the D rector
Executive Ofice for United States Trustees, no |ater
than 20 cal endar days fromthe date of this notice. 28
C.F.R 58.6(b). To be tinely, the request for review
must be received by the office of the Director no |ater
than 20 cal endar days fromthe date of this notice. 28
C.F.R 58.6(b). Your request for review shall fully
descri be why you disagree with the United States
Trustee’ s decision, and shall be acconpani ed by al
docunents and materials that you want the Director to
consider in reviewng the decision. 28 CF. R 58.6(f).
You may request that specific docunents in the

possession of the United States Trustee be transmtted
to the Director for inclusion in the record. 28 C. F.R

1



58.6(f). The request for review should be sent to:
Director,
Executive Ofice for U S Trustees
Departnent of Justice
901 E Street, N W
Suite 700
Washi ngton, D.C. 20530

You nust send a copy of your request for review, and
any acconpanyin% ocunents and nmaterials, to the United
States Trustee by overnight courier, for delivery the
next business day. 28 C.F.R 58.6(f).”

(a) Unless you are issuing an interimdirective insert:
“The United States Trustee' s decision shall take effect
twenty (20) days fromthe date of this notice unless
within that time you seek review fromthe Director; if
you tinely seek such review fromthe Director, the
United States Trustee's decision will take effect upon
the issuance of a final witten decision by the
Director.” 28 CF.R 58.6(c).

(b) If you are issuing an interimdirective (see 28 CF. R
58.6(d) and (e)) your notice nust informthe trustee that
%ou have issued the directive. The interimdirective shal

e set forth in a separate docunent, and a copy of the
directive shall be attached to the notice.

Uni ted States Trustee



Additional Instructions for Notice:

1. SEND:. the notice to the office of the trustee by overnight
courier, for delivery the next business day, with copy to
the Executive Ofice for United States Trustees, attention:
DI RECTOR

2. ATTACH. to the notice copies of all pertinent materials upon
which the United States Trustee has relied and any prior
communi cations in which the United States Trustee has
agvgsed the trustee of the potential action. 28 C F.R
58. 6.

3. ATTACH. to the notice copy of 28 CF. R 58.6
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