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As the holder of a first mortgage on the debtor’'s home, HSBC Mortgage
Corporation has filed a proof of claim seeking payment in Chapter 13 for pre-
petition arrears in the amount of $200. These arrears represent a $100 fee for a
title report ordered in anticipation of a foreclosure that the mortgagee never
commenced, and $100 as the cost of a Broker’s Price Opinion that the lender
ordered to determine a current value for its collateral. Ronald Zunner, the debtor
herein, objects to both elements of the claim, and asserts that they represent
unauthorized expenses for which he should not be charged. For the reasons stated
hereafter, this objection is overruled with respect to the title update, but sustained

with respect to the Broker’s Price Opinion.

An updated title report is a necessary first step in any foreclosure proceeding.
The mortgagee’s counsel represents that he ordered the disputed title report in

anticipation of foreclosure. Although the debtor appears to have cured any default
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prior to the commencement of litigation, the title update would have been an
appropriate expense at the time that it was incurred. Under the terms of the
mortgage, Zunner granted a lien to secure not only his indebtedness, but also an
obligation to repay “any amounts that Lender spends under this Mortgage to protect
the value of the Property and Lender’s rights in the Property.” Accordingly, the cost
of the title update became a secured obligation that the mortgagee may properly

recover as a claim to be paid in chapter 13.

The mortgagee contends also that the court should allow a secured claim for
the cost of a Broker’s Price Opinion, in that it represents a necessary cost of
preserving the collateral. Essentially, a Broker’s Price Opinion provides an
inexpensive estimate of the value of real estate. But that estimate really does
nothing to protect value. Prior to the closing of a loan, an accurate valuation will
enable a prospective lender to assess transactional risk and to decide whether to
grant credit. After the closing, however, the time has passed during which a lender
might use information about value to reduce its exposure. The value of the
mortgaged property will be whatever it will be upon foreclosure. The Broker’s Price
Opinion, therefore, is not an expense that will protect the collateral, and its cost

cannot be allowed as a claim under the mortgage.

Based on the foregoing, the court will allow a secured claim for the cost of an
updated title report in the amount of $100, but will in all respects disallow the claim

for reimbursement of the cost of a Broker’s Price Opinion.

So ordered.

Dated: Buffalo, New York /s/ CARL L. BUCKI
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