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DIGEST:

Lender's claim on Government-insured mobile home loan in
default may properly be certified for payment based on

sale price of mobile home, not withstanding that regulation
calls for use of higher of sale price or appraised value,
where lender complied with regulations and acted cgnsistently
with protection of Goverament's interest and where, through
no fault of lender, appraised value cannot be ascertained.

This decision 1is in response to a letter dated March 24, 1975
(ref. AFMI:TI:CE), from Mr. B. C. Tyner, an authorized certifying
officer of the Department of Housing and Urbaam Devclopuent (GRUD),
asking whether a voucher enclosed therewith, payable to Imperisal
Savings Association of Amarillo, Texas, in the amount of $4,783.21,
may be certified for payment. The voucher coverg s claim on a loan
made by Imperial Savings Assoclation to Clarence H. and Janet F.
“Amerine for the purchase of a mobile home. The lender was insured
by HUD with respect to this loan pursuant to section 2 of title I
of the National Housing Act, as amended, 12 U.S.C. § 1703 (19790).

The certifying officer explains the circumstances giving rise
to the claim as follows:

“"The borrowers purchased a 1973 Glenbrook Mobile YHome,
vehicle identification number 3B302R~512522. The cash
price of the hone was $9,163.00 with a down payment of
$533.00 for a loan balance of $8,630.C0., One payment
of $93.56 was nade on the loan and it subsequently went
into default on July 1, 1973, The howe was repossessed
by the lending institution on February 4, 1974, and was
offered for sale to the highest bldder for cash on
February 27, 1974, at 2:00 p.m., in the offices of
Imperial Savings Assoclation of Amardillo, Texas, located
at 415 West 8th Street, Amarillo, Texas. The borrower
was glven notice of the sale by certified mail on
February 22, 1974. The lender failed to receive
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satisfactory bids at the first sale and set down a
second sale on Hay 29, 1974. The borrower was given
notice of the above sale by certified waill on May 24,
1974, Imperial Savings Association received three bilds:
(1) a bid of $3,000 from Naticnal Mobile Exchange, Inc.;
(2) a bid of 2,785.00 from Amarillo Trailer Sales; and
(3) a bid of $3,410.30 from Kinpg Mobile tomes. The home
was sold to the highest bidder, Iing tlobile Komes, on
May 31, 1974 for 3,410.00 and title was transferred

to King Mobile Tomes."

The method of computing the amount of refmburserent by HUD of an
insured lender for losses on mobile home loans made pursuant to 12 U.S.C.
§ 1703 is prescribad in paragraphs (a) through (c) of 24 C.F.R. § 201.680.
Paragraph (a) provides as follows:

¥(a) Deduct from the unpaid amount of the obligation

(net unpaid principal and the earned portion of the
financing charge, at the tine of default) the actual
sales price ovtained for the robile home following its
reposaession, or the appraised value of tie wobile howe,
whichever amount is the zreater. The determination of

. appraised value (for the purposes of this paragraph)
shall be made by the Coumissioner, at his option, on the
basis of eitber the value listed in a current accepted

~ "blue or red book' value rating publication (establish-
fag wholesale values for comparable mobile homes in the
geographic rating area) or on the basis of an actual
appraisal of the mobile heme, The Commissioner's deter-
mination of appraised value shall be binding on the
i{nsured for the purposes of establishing its loss.”

The certifying officer states that HUD has been unzble to find a
value listing in a current accepted "blue book or red book' value rating
publication for the mobile home in question, and that the howme is wo
longer available for an actual appraisal by an agent of the Secretary.
Thus, dctermining an appraised value by either of the methods prescribed
by regulation i3 not possible. The certifying officer asks, in cffect,
whether the voucher may bLe certified for payment, where the amount has
been computed on the basis of the actual sales price obtained for the
home, notwithstanding the fact that the regulation requires that it be
conputed based on the appraised value where that is greater than the
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The regulation cited above allows the use, for deternmining appraised
value, of the '"value listed in a current accepted 'blus or red hook' value
rating publication (establishing values for comparable mobile homes in the
geographic rating area) * & %, It is incurhent upon HUD, in accordance
with its regulation, to make every practicable effort to determine in =
given case, whether there 1is a listing in a current accepted value rating
publication for a mobile home, particularly where, as is tha case in this
instance, there i3 a lack of an actual appraisal. If it i3 administratively
determined that the value of the mobile home in question as of the tine of
default is listed in a current value ratinz publication, the regulation
requires that it be used to compute the amount of reimbursement to the
insured lender. '

We understand that the certifying officer's statement that a value
listing could not be found for the particular rake and model of home here
involved was based on a check of one valua rating publication. ‘ie have
determined, however, that there are at least three such publications, and
that the Glenbrook mnhile home is listed in at least the current edition
of one of these publicatioens, the publication isasued by the Mational Aanto-~
mobile Dealers Association (WADA). Ve have not attermted to determine vhat
the NADA book value was at the time of default but presmaably the hook
valua of the rmobile home in question would have been higherr at that time
then at present,

- The NADA publication 13 used by financial ingstitutions and can fairly
be characterized, we believe, as a ''current accepted”’ publication, within
the meaning of the rcgulation. Ve understand that HID has some question
whether the FADA value listing is applicable to the particular model of

Glenbrook mobile home which is here involved.

Until KEUD has exhausted all rcasonable efforts to determine the "blue
or red book’ walue of the mobile howme involved here, the voucher may not be
~certified for payment. We would point out 1in this connection that it appecars
that the claim file in this case includes sufficient information on the
mobile home, including the manufacturer's gerial number, that it may be
. possgible, through inquiry to the manufacturer 1f necessary, to resolve any
doubt concerning whether there is indeed a book value listing applicable
to this particular model of mobile howme, whether in the HNADA “‘book,” or
another current accepted value rating publication.

I1f, ﬁowever, upon diligent inquiry, it appears that there is no value
lﬁigidg for the wmobile home, 1t would then be proper to consider whether
the instant voucher may he certified for pavment based on the actual sale
price obtained for the nohile home, UWith respect to that posaibility, w»
note that the regulations vhich prescribe the procedure to he followed by
the insured lender in the event of the borrower's default require that
a claim shall not be filed by the lender us+*l after default, repossession,
and sale of the mobile home. 24 CFR § 201.665(h). That procedure was
followed in this case. Thus, it is as a result of the lender's comnliance
with the HUD regulations that the collateral i3 not available for an
-gctual appraisal of its value,
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The present inability to determine whether the sales price is greater
than the appraigsed value or not is thus not the result ¢f non-compliance with
regulations by the insured lender. Rather, the burden of establishing the
value of the property in question is on the agency. The Cormissioner is
to determine appraised value, at his option, either by making an actual
appraisal, a procedure which the same regulation has precluded in this case
by requiring the sale of the mobile home before submission of the claim,
or by using the "book" value, which, if in fact it ShOULd be unavailable,
would be so through no fault of the lender.

We note that allowance of the claim based on the actual sale price
would not deprive the United States of its riphts as acalnst the borrowers.
‘The lender has assizned to the United States all its right, title, and
interest in the note executed by the borrowers. Moreover, since the
insured lender must, under the statute, bear at least 10 perceunt of the
loss on tha loan (12 U.S.C. § 1703(a)), the lender has an incentive to
realize as much as possible on the sale of the collateral. Further, in
the instant case the lender, when it did not receive satisfactory bids
at 8 sale of the molile howe after repossession, held a second sale at
which the highest of three bids was accepted. S .

Under the circumstances, and assuping that the “"bLool" wvalue cannot be
ascertained after dilirent effort, we believe that the voucher in the
instant case may properly be certified based on the sale price alone,
notwithstanding that no formal appraised value 1s available, if the
Commissioner determines that the price received for the home in question was
reasonable.

We note that, according to the certifying officer's submission, "% # %
the igsue affects a number of claims that have been submitted.! Vhere the
Commissioner cannot determine the appraised value of the collateral in
circumstances such as those here presented (i.e. under either of the
methods presented in the regulation), and where it appears that the insured
lender has made adequate attempts to sell the collateral under conditions
which will protect the interest of the Government, we would agree that
the sale price-~1if administratively determined to be reasonable--may be
used to compute the amount of reimbursement to the insured lender. Ve
recommend that the regulation which gives rise to this anomalous situation
be promptly amended.
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