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Amendment Transmittal

A Reason for Amendment

Exhibit 17 has been amended to update the administrative liquidation costs for FY 2012.

Note: Administrative liquidation costs based on GS hourly pay rates for employees have not

changed in FY 2012.
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Exhibit 17
(Par. 103, 246, 247)

*--Instructions for Using eDALRS$ (Continued)

4 eDALRS$ Formulas (Continued)

J Debt Writedown and Buyout Limitation

eDALRS attempts to develop a feasible plan with a 10 percent debt service margin. All
program loan servicing, excluding writedown, is considered before reducing the debt service
margin. eDALRS$ will consider writedown only if all of the following conditions are met.

The borrowers have not received the lifetime limitation for writedown or writeoff with
buyout.

At least 1 program loan is delinquent.

The debt service margin is at zero percent.

If a feasible plan is found with writedown, eDALR$ determines the amount of writedown
necessary for the borrower to have a positive cash flow.

6-18-10

If the amount of the writedown is less than or equal to $300,000, a feasible plan has been
found.

If the amount of writedown is greater than $300,000 and the debt service margin equals
1.00, or a feasible plan cannot be developed, eDALR$ determines the amount of--*
writeoff, with buyout at the current market value.

If the amount of writeoff, with buyout at the current market value, is less than or equal to
$300,000, the borrower is offered buyout.

If the amount of writeoff, with buyout at the current market value, is greater than

$300,000, the borrower is not eligible for loan servicing or buyout and the borrower is
offered debt settlement.
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Exhibit 17
(Par. 103, 246, 247)

Instructions for Using eDALR$ (Continued)

5 Periodic Data

A Administrative Liquidation Costs

1-13-12

The administrative liquidation costs for each loan type are provided in the following table.

Loan Type Calculation Cost
OL (3063 + 60 = 51.05) X $24.10 = $1,231
FO/SW/CL (3063 + 60 = 51.05) X $24.10 = $1,231
EM/EE (3063 + 60 = 51.05) X $24.10 = $1,231
RH (Used for RHF loans only.) (3063 + 60 = 51.05) X $24.10 = $1,231

Note: Costs were calculated using the most recently available Delphi study for the average
number of hours spent on a liquidation activity by FSA employees, and used the
*--2011 GS-11/1 hourly pay rate. The Delphi study is a nationwide survey and--*
forecasting tool that records averages of times and actions on FSA accounts.

Legal Liquidation Costs

Legal liquidation costs will be determined for real estate and chattel foreclosures, as well as
chattel-only foreclosures. These costs estimate liquidation costs for Government attorney
time for foreclosure cases in both judicial and nonjudicial foreclosure States and will vary by
State. Legal liquidation cost estimates should be determined based on the costs that have been
incurred during past liquidations in that State. U.S. Attorney Office costs should only be
included in States where judicial foreclosures are required.

Determining Chattel Costs

Chattel costs are determined based on the following:

“Months Held in Inventory” - FSA rarely acquires chattel property because it can be sold
much more quickly and easily than real estate. Therefore, the average holding period for
chattel property will be zero, unless the Administrator approves chattel acquisitions and
determines that chattels do have a holding period.

Note: If significant acquisitions occur and a chattel holding period becomes necessary,
States will contact the National Office for guidance and provide detailed
information about the acquisition and planned disposal of the chattel property.

e “Sales Commission Rate” - Authorized agency official will conduct a survey of
auctioneers to determine the average commission rate for chattel sales in the area.

e “Other Sales Costs” - These are miscellaneous costs typically incurred when selling
acquired chattels. County Offices should request State Office guidance in unusual cases.

e “Rate of Change in Value” - This is a yearly percentage decrease or increase in the value
of the property. The normal rate of change in value for chattels will be zero as FSA rarely
acquires chattel property.
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Exhibit 17
(Par. 103, 246, 247)
Instructions for Using eDALR$ (Continued)
5 Periodic Data (Continued)
F State Supplement

SED’s will issue a state supplement to:

e address the estimated costs and average holding period to be used in making calculations
of net recovery value

e provide the factors to use in adjusting market value.
Note: The State supplement shall be issued after completing the cost analysis, but no

*--later than 60 calendar days after the updates to administrative liquidation costs
have been issued.--*
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Instructions for Using eDALR$ (Continued)

5 Periodic Data (Continued)

G Determining Property Management Costs
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Exhibit 17

(Par. 103, 246, 247)

Property Management Cost is the administrative cost of managing a property while the
property is being held in FSA inventory. The cost will be deducted in cases involving real
property. The following worksheet is used to calculate the property management costs.
Delphi data standards are used and average actions per month per the national average from
the Delphi Study for required actions per property are also put into the formula. Complete the
worksheet by using the average holding period of inventory property determined according to
subparagraph C. An example has been completed based on national average data with an
average holding period of 5.5 months.

Determining Property Management Costs

Step Action
1 |( 215 X 5.5 = 1.1825 )
Average Actions Per  Average Holding
Property/Month Period
2 |( 180 + 60 = 3 )
Delphi Data for
Real Estate Loans
3 |( 1.1825 X 3 X 24.10 = 8549 )
*--Amount from Amount from 2011 GS 11/1--*
Step 1 Step 2 Hourly Pay
4 |( 648 + 60 = 10.8 )
Delphi Data for
Inventory Actions
5 ( 10.8 X 24.10 = 260.28 )
*--Amount from 2011 GS 11/1--*
Step 4 Hourly Pay
6 ( 85.49 + 260.28 = 346.00 )
Amount from Amount From Administrative Costs
Step 3 Step 5 for Inventory Property
(Rounded to nearest $)

5-FLP Amend. 16

Page 42



