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Encumbered assets, follow up
Monday, August 19, 2019 10:32:00 AM

Dear trustees,
Thanks to everyone for coming to training and participating so well Friday.  I wanted to address one 
issue we didn’t get to.  The trustee handbook of course makes clear that in almost all circumstances 
fully encumbered assets should be abandoned, not administered.  However, even if there is some 
equity in the asset, it should still be abandoned if administering the property would leave unsecured 
creditors with a lower distribution after payment of trustee compensation.  For example, if you have 
property that can be sold for $50,000 but has a $49,000 lien, the trustee compensation for 
disbursement of the $50,000 will take all of the $1,000 in equity and also eat into other funds that 
could have gone to unsecureds, leaving them worse off than if the asset had been abandoned.

I don’t think this has happened very often in this district, but avoiding this sort of harm to 
unsecureds will be a UST priority going forward, either at the sale motion stage or if necessary at the 
TFR/trustee compensation stage.  This will be easy enough for situations with a definite sale price or 
offer.  For a pure public auction of an encumbered asset, where the ultimate price is not known, the 
solution will likely need be to setting a reserve price that ensures some return for unsecureds.

If you have doubts about any proposed sale, we will be happy to talk about it, and I’m happy to also 
talk about the problem and ways to address it generally. Thanks again for all your hard work.  As 
requested, I’m also attached a PDF of the pro se questionnaire.  As stated, getting these filled out by 
all pro se debtors is a priority given the abuses out there right now.

Best,
Richard

Richard.Drew@usdoj.gov
Assistant United States Trustee
United States Trustee Program
Western District of Louisiana
300 Fannin, Room 3196
Shreveport LA 71101
(318) 676-3484
(318) 676-3212 (fax)

Confidentiality Notice: The information and attachments contained in this email message is 
protected under the Electronic Communications Privacy Act, 18 U.S.C. 2510, et seq., and may also be 
protected by attorney-client and/or the attorney/work product privileges. It may contain “Limited 
Official Use” (LOU) material and is intended only for the use of the individual named above and the 
privileges are not waived by virtue of this having been sent by email. If the person actually receiving 
this email or any other reader of the email is not the named recipient, any use, dissemination,
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distribution, or copying of the communication is strictly prohibited. If you have received this
communication in error, please immediately notify me by telephone at (318) 676-3484 and return
the original message to me at Richard.Drew@usdoj.gov.  Thank you.
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