


ILLUSTRATION STEVE McCRACKEN

CH-APRIL 2004

By AN ParMaAN

Fraud (noun)—Deceit; trickery; intentional

perversion of truth in order to induce another

to part with something of value or to surrender

a legal right; an act of deceiving or misrepre-

senting.— Webster’s Dictionary

t is no secret that fraud exists in corpo-
rate America. The morning newspaper
brings new examples to our attention
almost daily. Many high profile compa-
nies and individuals have experienced the
uncomfortable spotlight of media and

investor attention in recent years due to
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fraudulent business activities.

and small investors felt the sting of corpo-
rate scandals through the loss of money in
investments and pension funds. As a result,
Congress, the federal regulatory agencies,
and corporate America itself, are sctting in
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place safeguards to identify and fight fraud.

The manufactured housing industry is
also taking serious steps to reduce fraud
and restore consumer confidence in the
industry through its new alliance with the
Mortgage Asset Rescarch Institute Inc.
(MARI, pronounced “Mary”). Fraud in

lcnding has increased significantly over
the past three decades as home lending,
once primarily conducted face-to-face
with the borrowers community bank or
savings and loan, has changed. Today, there
can be many people involved in the lend-
ing process and most of them will never

xperience the security of

working with the lending experts.

CHASE MANUFACTURED HOUSING

your business

Committed to providing Manufactured Home financing solutions
that offer exceptional quality and value

Providing the support of a team of professionals who are
responsive to your needs

A true partner with the financial resources and the experience to
help you grow your business

Acknowledged by the Manufactured Housing Institute as “Lender of
the Year” and as a leader in “Lender Best Practices”

Contact us today and let us show you what Chase can do for
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(800) 760-9999
(800) 329-1884 (FAX)

www.chase.com/mhbusiness
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meet the borrower. Jim Croft, the founder
of MARI, reports that the compartmental—
ization of the loan processes and commis-
sion-based compensation have signifi-
cantly contributed to incidents of fraud in
home 1ending.

FIERCE COMPETITION

From the mid to the late 'gos, lending
fraud in the manufactured housing indus-
try increased as retailers competed for cus-
tomer sales and lenders competed with
each other to fund those sales. This com-
petitive frenzy increased the incidence of
fraud and contributed significantly to the
high number of loan defaults and the glut
of foreclosed homes that dampened new
home sales.

Recently, the Manufactured Housing
Institute entered into an agreement with
MARI with the goal of reducing the inci-
dence of fraud in manufactured home loan
transactions. Hopefully, the end result will
be fewer loan defaults and, as a result, bet-
ter loan terms for consumers. Higher
defaults cost lenders more money, and that
gets passed on in higher rates to consumers.
In addition, the industry’s participation in
MARI can help prevent consumers from
obtaining loans that are too large for their
budgets or for the homes they purchase,
and therefore, increase their ability to
build home equity.

REPORTING FRAUD
MARI is the information service provider
that collects reports of possible incidents of
Wrongdoing in the mortgage and financial
service industries. MARI has developed
and maintains a database that includes two
types of information: 1) non-public inci-
dents of alleged fraud, material misrepre-
sentations and other serious misconduct;
and 2) public sanctions against profession-
als and companies involved in the mort-
gage and financial services industries.
Subscribers to MARI’s services con-
tribute the non-public information. They
are mortgage lenders, financial service
companies, secondary market agencies
(Fannie Mae and Freddic Mac) and mort-
gage insurers. The subscribers, or clients, of
MARI can then access the database to per-
form background checks on individuals or
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firms with whom thcy have a pending
business transaction.

Public sanction data are gathered from
over 160 regulators and oversight organi-
zations in the mortgage, securities, real
estate, commercial banking and appraisal
industries. Sanctions, for example, include
license revocations and suspensions, debar-
ments, cease-and-desist orders and fines.

Non-pubic incidents are forwarded to
MARI when a subscriber discovers mater-
ial misrepresentation that causes the lender
(subscriber) not to fund the loan—or had
they known about the misrepresentation,
they would not have funded the loan. This
could include false employment or down
payment information, an inflated appraisal
or invoice, a straw borrower, a modified
credit report, and other types of fraud.

Most non-public incident reports in
MART database today are about mortgage
brokers, appraisers, real estate agents and
employees of lending institutions. An inci-
dent report:
¢ Identifies who took the application from

History of MARI

he Mortgage Asset Research Institute (MARI) is a private company that was

established in 1990 as an information service provider to the mortgage and

financial services industries. Initially, the MARI database was built from pub-
lic information on disciplinary actions from regulatory agencies such as the Securities
Exchange Commission (SEC), the Federal Deposit Insurance Corporation (FDIC) and
other self-regulatory organizations that perform oversight for the mortgage, real
estate, appraisal, commercial banking and securities industries.

Over time, the subscribers to MARI services wanted to share with one another
non-public information about incidents of fraud and misconduct by professionals in
the mortgage industry. Fannie Mae, Freddie Mac and the largest mortgage insurance
companies funded a feasibility study on the creation of the system and conducted
legal research on this type of collection and information sharing. In 1995, MARI
began to collect non-public information from their lender and financial service com-
pany subscribers.

The U.S. Department of Justice reviewed the information-sharing database and
issued to MARI a business-review clearance. Great care is taken to protect contribu-
tors, the users and the subjects of the non-public reports.

For more information about MARI, visit its Web site at www.mari-inc.com.
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Vanex™ PEX was the first PEX tubing to
achieve the new NSF-CL listing for both
traditional domestic and recirculating
plumbing systems. This certification con-
firms Vanex PEX provides:

* Durability
* Reliability

* Proven Performance
and a level of chemical resistance that
many other PEX producers cannot match.
The proof is on our PEX, is it on yours?

Vanguard
! Piping Sy=temas, Inc.
1-800-7T5-5038 = (G20) 241-6369
W anjuardpipe.com

Vanguard's MANABLOC® Manifold Distribution
System and Vanex PEX for hot and cold plumbing
supply systems provide:

* Fast hot water delivery

* Balanced flow so0 you
¢an turn on several fix-
tures without noticing
a dramatic change in
pressure

 Individual valves for
gach fixture

* Only one-third the fit-
tings of conventional
plumbing

MARCH-APRIL 2004

= IQgm= MODERN HOMES



We're cultivating
success stories!

Merge your

business and

team with Clayton

and leverage your
present success for
future stability. Join

the team. Pick Clayton
and enjoy full benefits,
401(k), recognition,
awards, trips and trainifig.
Confidentially: call (865)
380-3333.

And Team up with Home Buyers Warranty

When you join forces with Homa Buyers Warranty - you'll gain
new sales strength that will raise your sales to a new laveall

10-Year Stnuchunal Coverage
WA, FHA, RHS Approved
Arbitrafion Featura

Major Sales Tool for New Home Market
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the borrower (individual and company)
and, if appropriate, other professionals
whose area of responsibility is related to
the misrepresentation (such as the appraiser
when the appraisal is inflated);

e Indicates how the information was
verified;

* Provides a factual narrative describing
the misrepresentation; and

o States the date of the incident.

LBP LENDERS PARTICIPATE

IN MARI

Participation in MARI is now a require-
ment of the Manufactured Housing Insti-
tute’s Lender Best Practices (LBP) program.
“The members of the LBP Steering Com-
mittee felt it was important for industry
lenders to become more diligent in both
the detection and reporting of fraud,” said
Don Scarmuzzi of DFS Consulting LLC
who assisted in putting the LBP and MARI

programs together.

Public sanction data are
gathered from over 160
regulators.and. ove;csig]ilit

organizations in the

mortgage, securities, real
estate, commercial
banking and appraisal
industries.

The LBP program is a voluntary pro-
gram that manufactured home lenders can
use to enhance the integrity of their lend-
ing transactions. By following the program,
LBP lenders are able to demonstrate to
their funding sources (investors) that they
have the appropriate business systems,
procedures and standards in place to pre-
vent fraud and improve loan portfolio
performance.

Beginning in the fall of 200 3, LBP lenders
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LBP

Lenders

he following lenders have

been certified by MHI's

Lender Best Practices (LBP)
program. This voluntary certifica-
tion program requires lenders to
submit to an annual independent
audit to verify that their day-to-
day lending and business practices
meet the requirements of the LBP
program. These lenders participate
in MARI as a requirement of the
LBP program.

B Chase Home Finance,
www.chase.com

B Origen Financial LL.C,

www.origenﬁnancial.com

B Triad Financial Services,
www.triadfs.com

B Vanderbilt Mortgage and
Finance,
www.vmf.com

To learn more details about the
LBP certification program, go to
www.manufacturedhousing.org and
click on “Quick Links” and then
click on “MHI’s Lender Best Prac-
tices Program Summary.”

were required to report incidents of wrong-
doing in manufactured home lending trans-
actions to MARI. This reporting require-
ment covers all types of manufactured
home loans, to include personal property
(chattel), non-conforming (land home) and
conforming mortgages. Anyone involved in
the loan transaction that commits an act of
fraud—a retailer, mortgage broker,
appraiser, closing agent or even the lender’s
own employee—can be reported.

MARCH-APRIL 2004

NALLEY

2560 Moreland Ave * Atlanta, GA 30315 « 1 Mile North of 1-285 Off Exit 53
Visit Our Website At: www.truckpaper.com/nalley

888-813-1125

(52) 1995-96 International 8100’s with Cummins
300 HP, 7 Speed Trans, 36" Sleeper, 2- 4- or 6-
Way Kingsley Fisher Hitch, Extra Fuel Tank! Low
Miles!! Starting at $15,950
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SuN COMMUNITIES, INC.

Buying existing communities and new developments

has the nation’s most aggressive
manufactured housing community and development land
acquisition program. We are buying quality communities
and development parcels nationwide.

provides:
All cash deals
Tax deferred sales
Prompt closings
Confidential transactions

If you have a community or new development to sell,
contact :

dJonathan Colman
The American Genter ® 27777 Franklin Road © Suite 200
Southfield, MI 48034
248.208.2557  248.208.2646 Fax

WWWw.suncommunities.com
NYSE:SUI

Brenmar
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“We were fortunate that the MARI
database was already in existence and serv-
ing the mortgage market and other sub-
scribers. T firmly believe using MARI’s
database will advance our industry,” Scar-
muzzi added.

THE IMPACT ON RETAILERS
Because retail sales centers and their
employees are involved in lending transac-
tions for manufactured homes, those that
commit acts of fraud may now be reported
to MARL If anyone involved in a loan
transaction falsifies financial documents
such as W-2 forms or tax returns, or in any
way misrepresents the financial transaction
of a homebuyer, the LBP lender is required
to report the incident to MARIL Brenda
Westfall, chairman of MHI's National
Retailers Council (NRC) said, “The NRC
supports the new partnership with MARI
as well as other initiatives that might help
eliminate fraud in the manufactured hous-
ing industry.”

Services like MARI

can help the industry in
its efforts to regain a
sizable portion of the
housing market.

Companies active in loan transactions
can contact MARI to see if any reports on
the company or its employees exist in the
database. For retailers, because they are not
“subscribers” to the service, MARI may
charge a small fee for performing the data-
base search. If a report exists, the retailer
can respond to the information contained
in the report. The response becomes a part
of the report.
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If a subscribing LBP lender checks the
MARI database to see if a report exists on a
retail sales center or one of its employees,
and a report does exist, the retailer will
then be notified. This again gives the
retailer the opportunity to respond to the
information contained in the report.

Westfall, who is a member of MHI's LBP
Steering Committee, would prefer an addi-
tional step be included in the process before
a lender sends a report to MARI. She
explains, “When information being
reported is non-public information, I
believe the lenders should have a process in
place for investigating those claims of
wrongdoing before they are formally sub-
mitted to MARI. That extra step will help

ensure reports are valid and accurate.”

LONG-TERM BENEFITS

Over time, participants in MARI should
be able to identify clear-cut patterns of
fraudulent activity related to loan transac-
tions committed by companies and/or
individual employees in the manufactured
housing industry. MARI information can
help lenders make decisions about doing
business with companies with whom they
have not done business previously and,
therefore, reduce their risk of loss from
fraud.

In the future, the MARI database and its
uses may be able to be expanded to assist
more industry participants that want to
eliminate fraud. “The door was also left
open for retailers and manufacturers to
participate in the MARI services as they
are developed,” Scarmuzzi reports.

For example, retailers, manufacturers,
lenders and other industry companies
might be able to use MARI to screen
employment candidates for reported acts of
fraud. Manufacturers could use MARI to
screen retail businesses wanting to carry
their homes in the future. And, there
may be other ways the industry could
utilize MARI to enhance the business
environment.

As the industry turns the corner to
higher sales and production, it will be
important that the failures of the recent
past are not repeated. Services like MARI
can help the industry in its efforts to regain
a sizable portion of the housing market. m
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Advertise your homes today at

~

The Internet’'s largest
manufactured home
advertising site
and it's absolutely

|

*Unlimited Free listings for Retailers, Brokers,
Communities, Lenders, and others who are members of
MHI or a State Manufactured Home Association
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