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Lender Liquidation Plan

2-FLP Par.358 on page 14-9 through 14-12
Once the decision to liquidate is made, all (SEL, CLP, and PLP) lenders must prepare a liquidation plan within 150 calendar days of the payment due date.  

The SEL and CLP lender’s liquidation plan, and any revisions of the plan, must be approved, in writing, by the Agency. 
It is recommended that the lender read the following prior to liquidation of the account:

· the Liquidation Section of the Lender's Agreement

· 2-FLP Handbook Part 12, Par. 300, Monetary Default - Overall Loan Servicing Process
· 2-FLP Handbook Part 14, Par. 355-362, Liquidation
Interest Assistance 60-day Consideration: The lender may then proceed to begin liquidation actions at its discretion as long as it has been at least 60 days since the borrower’s eligibility for interest assistance was considered.  The lender must submit the form FSA-2248 and have checked block 14(A) indicating that Interest Assistance has been ruled out or the involuntary liquidation may be delayed.  The lender must not initiate foreclosure action on the loan until 60 calendar days after eligibility of the borrower to participate in the IA program has been established by FSA.
Within 150 Days after the payment due date all lenders must submit a

1. written liquidation plan that must include a schedule of all projected liquidation activities, and a complete inventory of the security to be sold. 
2. estimated loss claim unless the account will be completely liquidated.

The liquidation plan needs to include the following:

	Date

Completed
	

	
	1. A current signed and dated balance sheet (farm and nonfarm assets and liabilities) from all liable parties.  If under the protection of the bankruptcy court, a copy of the bankruptcy filing, schedules, and discharge notice.

	
	2. A proposed method of maximizing the collection of debt which includes specific plans to collect any remaining loan balances on the guaranteed loan after loan collateral has been liquidated, including possibilities for judgment.

	
	3. If the borrower has converted loan security, the lender will determine whether litigation is cost effective. The lender must address, in the liquidation plan, whether civil or criminal action will be pursued. If the lender does not pursue the recovery, the reason must be documented when an estimated loss claim is submitted.

	
	4. Any proposal to release the borrower from liability will be addressed in the liquidation plan in accordance with Par. 361 (7 CFR 762.146(c)) on page 14-24 through 14-25.  If approved in writing by FSA, a release of liability will not be granted until all of the collateral has been liquidated and properly accounted for.


	
	5. Provide FSA with a copy of the acceleration notice.  Foreclosure proceedings commence once a loan is accelerated.

	
	6. An estimate of time necessary to complete the liquidation from start to finish.

	
	7. An estimate/explanation of reasonable liquidation expenses (Par.359 B).

	
	8. No later than 150 days after the payment due an estimated loss claim must be submitted on the Form FSA-2254, “Guaranteed Loan Report of Loss.”  Utilize the form FSA-2295, “Guaranteed Estimated Loss Review Checklist,” in preparing the estimated loss claim.

	
	9. An estimate/explanation of any protective advances (Par.360 D). 

	
	10. Provide a copy of an independent appraisal report on ALL collateral (chattels and real estate) securing the loan that meets the requirements of Par.181-183 (7 CFR 762.127). 

It is recommended that prior to issuing a work order to the appraiser that FSA concurrence be obtained.

For chattels, provide a copy of a current chattel appraisal and/or statement of value from the auctioneer prior to a sale. (Use MO 2-FLP Guide 23 or similar format.) 
For real estate, the appraisal must be completed as per Uniform Standards of Professional Appraisal Practices and 2-FLP Par.183.  
Once the appraisal is received, it will be forwarded to the FSA Staff Appraiser for an appraisal review.

The appraisal requirement may be waived by the Agency in the following cases:

· bankruptcy trustee is handling the liquidation and the lender has submitted the trustee’s determination of value.

· lender’s proposed method of liquidation rarely results in receipt of less than market value for livestock and used equipment.

· purchase offer has already been received for more than the debt.

	
	11. If real estate, provide FSA with a completed Exhibit 10 of 2-FLP Handbook, “Net Recovery Value,” (7 CFR 762.102). 

· When it is necessary to enter a bid at a foreclosure sale, the lender may bid the amount that it determines is reasonable to protect its and the Agency’s interest. At a minimum, the lender will bid the lesser of the net recovery value or the unpaid guaranteed loan balance (Par.357).  

· Before the foreclosure sale is held, the lender needs to obtain written concurrence from the Agency on what the minimum bid would be.


If, within 20 calendar days of the Agency’s receipt of the liquidation plan, the Agency fails to approve it or fails to request that the lender make revisions, the lender may assume the plan is approved and proceed with the liquidation of the account as long as it has been at least 60 days since the borrower’s eligibility for interest assistance was considered.
