


application. In addition, the manager must provide you with monthly management reports detailing
all gross rental receipts and all property expenses paid with rental income, including any deductions
for a management fee. Total rental income received and all expenses made by the property
manager that are deducted from the gross rental receipts must be summarized and reported in the
Form 2 via memo entries. When an operating order is obtained, rent receipts should have a UTC of
1130/1230, and operating expenses should have a UTC of 2690. Your records should be sufficient
to determine, per property, the gross monthly rental receipts, total expenses, and net rents turned
over to the trustee.

Trustees should pay particular attention to the activities of professionals who are not closely
regulated by state authorities or who take physical possession of estate property and funds, such as
auctioneers, liquidators, brokers, collection agents and property managers. The general standards
for supervising auctioneers (see Handbook, Chapter 4.C.10.g) apply equally to other professionals
who take possession of estate funds and property.

4, Sales of Real Property: Real estate property taxes received in closing from the buyer
should not be considered part of the sales price. These taxes should be credited against any property
taxes paid at closing by the trustee or estate, as the seller, or prior to closing if the trustee has been
operating the property and paying ongoing expenses such as taxes and insurance. Real estate taxes
typically have a UTC of either 2820 (other state or local tax (post-petition)) or 4700 (other gov. tax
liens real property tax liens pre-petition).

There also may be instances where there is a real estate tax credit but no deduction for real estate
taxes from the sale proceeds because the taxes were previously paid by the debtor or the secured
creditor. The reporting will depend on the facts. Check with your TIR or TFR reviewer or your U.S.
Trustee’s office if you have questions.

5. Cases Converted from Chapter 13: Special claims considerations exist when a case
converts from chapter 13 to chapter 7 after the Chapter 13 trustee made payments to creditors
based on a confirmed plan, and post filing/pre-conversion claims are filed in the chapter 7 case.
Section 348(d) provides that claims that arise after the chapter 13 case is filed but before the case is
converted to a chapter 7 proceeding are to be treated as if the claim arose prepetition. The
provision states:

A claim against the estate or the debtor that arises after the order for relief but
before conversion in a case that is converted under section ... 1307 of this title, . .
. shall be treated for all purposes as if such claim had arisen immediately before the
date of the filing of the petition.

Section 348(d). Ideally, when a trustee makes a distribution in the chapter 7 case, the post
filing/pre-conversion claims should be paid until the percent distributed to claimants in the chapter
13 is reached, and then all creditors should be paid the same pro rata amount. Thus, if during the
chapter 13 case unsecured creditors received a distribution of 10 percent of their claims then the
post filing/pre-conversion claims should receive the same 10 percent distribution before any further
funds are distributed to the pre-filing claimants. We are not sure if your software can do this. Ata



minimum, trustees must reduce the chapter 13 claim by the amount paid by the chapter 13 trustee.
If this situation arises, discuss the case with your software provider.

6. Unclaimed Funds: The UTC for unclaimed funds turned over to the court should be the
same UTC used for the original distribution to the creditor that was unclaimed. The payment to the
court should have a wildcard (digit 7 in a UTC) of 1. For example, if a former employee of the debtor
does not cash a priority wage check that was coded with UTC 5300-000 then the trustee’s reversing
entry is 5300-000 and the trustee’s check to turn over the funds to the court would have UTC 5300-
001.

7. UTC Sub-Codes: Region 18 does not use optional sub-codes (digits 5 and 6 in a UTC).
We've seen disbursements with a sub-code used (e.g., 3210-600, 3220-610, and 4800-070). Please
make sure sub-codes are not utilized.

8. Form 3 Disposition Dates: The date of disposition by TFR or TDR in Column 7 should be the
date submitted to the U.S. Trustee, not the date the TFR or TDR is filed with the Court. See Chapter
7 Trustee Handbook, Supplementary Materials, Instructions for Form 3.

9. Blanket Bond Amounts Reported on Forms 2 and 3: Please be sure to update the blanket
bond amount each year on Forms 2 and 3 when you receive the renewal endorsement, on or around
April 1. Please note that the current blanket bond does not have a per case limit, so the only limit is
the aggregate amount of the bond.

10. Untimely TFRs: We have noted instances where a trustee’s failure to file a TFR promptly
after all assets are fully administered results in unnecessary bank service fees. In some cases, the
trustee has been surcharged or has agreed to forego a portion of the fees. Trustees should close
cases promptly to avoid unnecessary bank fees. Trustee responsibilities such as obtaining a claims
bar date, reviewing claims, and retaining a CPA to prepare and file tax returns should be performed
concurrently with other case administration duties wherever possible, rather than routinely waiting
until the end of the case and then doing these tasks consecutively which delays the case closing.

11. Employment Applications: We have noted instances where professionals are commencing
work prior to their employment by the estate. Effective immediately, please note in the
employment order the date that the professional commenced work for the estate.

12, Public Sales: FRBP 2002(c)(1) requires that the notice of a proposed use, sale, or lease of
property, other than in the ordinary course, include the time and place of any public sale. We have
noticed that many sale notices do not include this information. Please include the time and place of
any auction or other public sale in your notice of the sale.

Please contact me should you have questions

Roy Hilmer

Senior Bankruptcy Analyst

U.S. Department of Justice

Office of the United States Trustee



700 Stewart Street, Suite 5103
Seattle, WA 98101
206-553-2000 x 241

This message and any attachments are intended only for addressee and may contain information
that is privileged, "Limited Official Use," or "Sensitive But Unclassified." If the reader of the
message is not the intended recipient, then any dissemination of this communication is strictly
prohibited. If you have received this communication in error, please notify us immediately by
replying to this e-mail message or by telephone at the number above, and delete the message and
any attachments from your system. Thank you.



