4150.1 REV-1

CHAPTER 12. M SCELLANEQUS

12-1. VALUATI ON | NSTRUCTI ONS FOR SPECI AL PROBLEMS AND PROCEDURES

A

General. The purpose of this section is to promul gate
instructions to assist the appraiser in the solving of special
problenms. It also contains valuation information relating to
HUD policy that requires unusual or special processing nethods.

Difficult Market Comparisons. HUD Form 92019 Estimate of Market
Price by Conparison, provides a format that permits an orderly
graphi c anal ysis of the conplex nmarket data. The formwill he
used at the discretion and direction of the chief appraiser in
the anal ysis of disputed appraisals and the training of both
staff and fee panel appraisers in the use of the conparison
approach to val ue.

Difficult Physical Problems. A structural, sanitary

engi neering, or simlar conplex problemthat requires a
speci al i zed exam nation may be returned to the Field Ofice or
to the Direct Endorsenent nortgagee with a nmenorandum t hat

expl ains the condition which precludes conpletion of the
processing. The appraiser may tel ephone the Field Office to

di scuss the problem and to request gui dance when the matter in
question can be handl ed by phone. An appraiser shall not be
required to process any case w thout assistance when, in his/her
j udgrment, assistance fromthe Field Ofice is required in order
to assure quality processing.

Properties in Resort and Recreational Areas. The constant
increase in the formation and growth of resort areas throughout
the country and the increase in use of residential properties in
such areas for all year use (or for nore than seasonal use) has
made the application of proper valuation considerations in such
communities increasingly nore inportant.
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Eligibility Criteria. It is possible that the term"resort and
recreational areas" often | eads to general and incorrect
assunptions. The fact that an area contains natural attributes
that contribute to recreation or vacation purposes does not
necessarily renove such areas fromuse and desirability by
homeowners or nultifamly tenants who are interested in year
round occupancy. Obviously, certain kinds of resort areas and
certain types of housing are not acceptable for nortgage



i nsurance consideration. For instance, a vacation or resort
area that can only be used for a particular season or for a
particular type of recreation and is |argely abandoned at other
times woul d not be acceptable. Properties not suitable for year
round occupancy, regardless of the area, are not acceptable.

a. Areas and communities that have year round anenities
and use are not ineligible nerely because they have a
seasonal influx of vacationers. Hones or apartments
may be acceptable if they are |livable the year round
even though many such hones are occupi ed seasonal ly by
their owners or tenants.

b. Favor abl e consi deration should be given to proposals
invol ving primary or secondary hones of pernanent
character in localities where residents are both year
round and seasonal. Community facilities, utilities,
shoppi ng and ot her necessities and amenities nust be
present as required, to produce an acceptable rating
of location. Such honmes nust be readily marketabl e
for year round occupancy. There should be no
requirenent as to the mninmum/|length of occupancy by
the owner or tenant any nore than such requiremnments
woul d be inmposed in nonresort areas. The inportant
criteria would be suitability for year round use,
purchase or rental demand on that basis, and
i ndividual ability to pay.

2) Market Depth. In an area having all year anmenities and
use, the Area Economi st should be requested to deternine
not only the market associated with the normal growth, but
al so the demand on a year round basis which is affected by
seasonal occupancy. Where it can be determined that a
portion of this demand has sufficient stable
characteristics to warrant its inclusion in the total
mar ket projection, then to this extent, it should be
considered in the underwiting process.
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3) Rental Properties. |In appraisals requiring gross renta
i ncone capitalization the customary projection of the
monthly rentals obtai nable on an annual |ease should be
used. No difficulty should be encountered here or in
finding and applying either the applicable gross rent
multiplier or rates. Rentals for "seasons" are considered
only for their influence upon rates for annual occupancy.
The unit which is susceptible to this seasonal subletting
may produce a higher annual gross than another equa
property that has no seasonal denmand. The higher renta



will have its effect upon val ue.

4) Location Analysis. Those features that affect the
mar ketability and desirability of sites, as set forth in
the |l ocation analysis, nust be objectively analyzed
notw t hstandi ng any resort or recreational aspects comonly
associated with the area but not exclusive of such
characteristics. Predom nantly comercial or business
| ocations, present or prospective, or |ocations subject to
noi se or other influences adversely affecting the use and
enj oynent of the typical owner or occupant should be
avoi ded, with due consideration of the |levels of acceptance
typical of the area

a. The site nust be conpared with all locations in the
housi ng narket area which are inproved with, or
appropriate for, structures that offer acconmodati ons,
and anmenities simlar to the dwelling under
consi deration. Such comparisons are not linmted to
ot her | ocations having seasonal or seni-permnent
attributes but would include all conpetitive sites
within the housing narket area that offer all or nmany
of the sane anenities.

b. The Location Analysis, nust reflect accurately the
attitude of the typical purchaser toward the
environnmental influence surrounding the resort area
site.
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12-2. APPRAI SAL OF ACQUI RED PROPERTI ES

A

When requested by the Housi ng Managenent Division, the Valuation
Branch will assign a fee panel or staff appraiser to prepare an
apprai sal report setting forth the value and condition of
property to assure the nost expedient, orderly disposal of a
P.D. property. |If a fee panel appraiser is used, the Housing
Managenment Division will be responsible for paynent of the
apprai ser's fee.

1) Fair Market Value. The value to be reported will be the
Fair Market Value "as-is." |In addition, the appraiser wll
identify and estinmate the costs of the repairs needed to
bring the property up to the M ninmum Property Standard
(MPS) for Existing Housing - One to Four Family Living
Units (HUD Handbook 4905.1).

The appraiser will prepare list of repairs, including cost
estimates and the total costs of repairs. Cosnetic and



2)

other non MPS repairs will be excluded fromthis list.

The value will represent the best price obtainable free and
cl ear of any assessnents, liens, or encunbrances within a
reasonable time if properly exposed to the market. It
contenplates the willing, fully inforned, and able
purchaser-seller relationship with conpl ete absence of

dur ess.

Best Price otainable. "Best price obtainable"

is the price that will contribute to orderly turnover at as
rapid a rate as is conpatible with the market generally
prevailing in the community. The price should produce a
sale within a reasonable tine assumng the property will be
suitably exposed to the market. This, of course, does not
inply that the price found will enable the liquidation of a
| arge group of properties within an unreasonably short
period of tine.
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3)

Appr ai ser Recomrendati ons. The apprai ser should be fully
aware that in conpleting the appraisal report he/she is
recomendi ng the best programto follow to bring naxi mum
recovery within a reasonable period of tine. The repairs
or rehabilitation, the best estimte of the cost of
repairs, and the estimate of value "as is" will all be part
of the recomendations. |f the appraiser deternines that
the property is not eligible for an insured nortgage,

he/ she shoul d recommend only those repairs which are
necessary to protect the property fromfurther
deterioration until such tine as an "as is" sale for al
cash or on strong terms can be consunmat ed.

a. If the property is in good condition for ready sale
the apprai ser may value the property "as is," inits
present condition subject only to cleaning, clearing
debris, trimming | awns, checking the plunbing, etc.
The appraiser will, under those conditions, always
assune a reasonabl e expenditure for these minor itens.
In such a case the appraiser would reconmrend it be
sold with HUD nortgage insurance

b. If a property should need $3,000 or less in repairs in
order to neet the Mninmum Property Standards for
Exi sting Housing, the appraiser should recomend t hat
the property be sold with HUD nortgage insurance al ong
with a repair escrow established to ensure conpletion
of the repairs.



c. If a property which, in its present condition, fails
to qualify for either of the foregoing, the appraiser
shoul d recommend that it be offered for sale without
nmort gage i nsurance or rehabilitated under Section
203( k).

12-3. CLAI M5 W THOUT CONVEYANCE OF TI TLE (QWCOT).

A. CGeneral. For all nortgages for which a conditional conmtnent
to insure was issued, or under the Direct Endorsenent program
where the property appraisal report was signed by the
Underwriter on or after Novenber 30, 1983, nortgagees may file
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(12-3) clainms for insurance benefits on these nortgages w thout
conveying title to HUD. Mrtgagees may also utilize these
procedures for nortgages insured prior to the above dates at
their option.

B. Appraisal Procedures. Were the residence is vacant or
non- owner occupi ed, nortgagees shall identify vacant homes and
non- occupant owner(s) through sources such as |oan origination
files, property inspections and collector reports. Presuning
that these conditions exist, the |l ender nust take the follow ng
steps to obtain an appraisal report:

1) Call the Valuation Branch Assignment Cerk in the | ocal HUD
O fice which has jurisdiction over the property to obtain
the nane of a fee appraiser or HUD staff person, if
avail abl e, to performthe appraisal

2) Call the assigned appraiser to schedul e the appraisal

3) Forward to the fee appraiser a conpleted Application for
Property Appraisal and Commitnent, Form HUD-92800, and a
Uni form Resi denti al Appraisal Report (URAR). The nortgagee
must stanp the top of the Form HUD- 92800, "PROPERTY IN
FORECLOSURE." This statenment will serve as a "flag" to the
apprai ser as well as the local HUD office as to the
di sposition of the appraisal report.

C. UD Ofice Action.
1) When the nortgagee calls the local HUD Office for
assi gnnent of a fee appraiser fromthe panel of approved
fee appraisers, or HUD staff, if available, the Valuation
Branch rmnust:

a. Make an exception for these properties in foreclosure



by accepting tel ephone assignnents if the Field Ofice
nornmal |y requires nortgagees to submt witten
requests for assignments of appraisers and case
nunbers.

b. Determ ne whether to use HUD staff or assign a fee
apprai ser; and

c. Provide the name of a fee appraiser or HUD staff
person, if available, to performthe appraisal

If the nortgagee has any problemin pronptly arranging for the
appraisal, it will call the local HUD O fice, Valuation Branch
I f necessary, HUD may assi gn anot her apprai ser
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(12-3) NOTE:

In areas where a pre-foreclosure apprai sal nust be made by
an i ndependent apprai ser such as one enpl oyed by the
Sheriff's Ofice, the nortgages shall subnit the appraisal
if it is obtainable, along with the HUD-91022 in |ieu of
requesting a HUD approved fee appraiser

D. Valuation Branch

1)

2)

3)

When the nortgagee calls for an appraiser assignment, the
Recei vi ng/ Assi gnnent Clerk will assign the case into CHUMS
with its old case nunber and assign an appraiser fromthe
panel of approved fee appraisers or use a HUD staff person
if available. Field Ofices should use their staff

apprai sers when avail able since this presents an
opportunity to maintain staff appraisal skills and for

pur poses of cost efficiency.

In the event that the appraiser is unable to enter the
property, the best estimate of value possible will be nade,
based upon an exterior review, tax records, a conparison of
conpar abl e properties and other available information. The
estimate of value should reflect the property inits "As
Is" condition. |If appropriate, the appraiser nust

indicate in the report that the property could not be
entered and identify the sources enpl oyed in naking the
estimate of val ue.

Upon conpl etion of the appraisal or estimate of value, the
appraiser will send the report to the Valuation Branch
where it will be date stanped, |ogged into CHUMS and desk
reviewed. The desk review will be conducted by Val uation
staff. The Valuation Branch will then imrediately
handcarry the appraisal report to the Single Fam |y Loan



Managenment Branch. Expeditious handling of the appraisa
report nust be maintained to insure the success of the
CWCOT process.

4) Shoul d the nortgagee wi sh to cancel the appraisal request
before the appraisal is done, the nortgagee will notify
both the Valuation Branch and the appraiser of the
cancel l ation. The Valuation Branch will enter the
cancellation into CHUMS. Al so the nortgagee shall confirm
such action via letter to the SF Loan Managenent Branch
which will cancel further processing of the Form
HUD- 91022.
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5) Those appraisals or estimtes of value are good for six
months. | f a new or updated appraisal or estimte of val ue
is needed, the nortgagee will again contact the Valuation
Branch for a new appraiser assignment follow ng the sane
time requirements.

If the nortgagor reinstates the nortgage after foreclosure has
been instituted, the nortgagee wll:

1) Contact the fee appraiser to cancel the appraisal, or if
"HUD staff" was assigned, notify the HUD Val uati on Branch
and

2) Advi se the local HUD office SF Loan Managenent Branch by
tel ephone and follow up with a letter verifying such
action. The SF Loan Managenent Branch nust file this
letter with the HUD 91022.

PROPERTI ES ENCUMBERED BY EASEMENTS, RESTRI CTI ONS AND RESERVATI ONS
When the property to be purchased is encunbered by covenants running
with the | and, easenents, restrictions, or reservations, the effect
on the value resulting fromthese linmtations nust be ascertai ned.

A

Surface and Subsurface Easenents. This is the termapplied to a
right or privilege that one person has in the |land of another
Basi cal |y, easenents are a means of providing conveni ent use for
others, w thout excessive dilution of the property rights of the
owner. Those npbst comonly encountered in residential
transactions involve joint driveways, access to water supply,
drai nage, pipelines for gasoline and natural gas, and public or
private utilities.

1) The apprai ser nust deal with property so encunbered on an
i ndividual basis. H's estimation of the anpunt the



property burdened by the easenent will suffer nust be based
on the degree and quantity of the rights rel eased.

2) Custons, attitudes, and preval ent practices in a comunity
have direct bearing on the nonetary inportance to be
attached to easenents by the appraisers.
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be subject to being used by persons other than the owner to
such an extent and in such a manner that its value as a
residential property is seriously affected. Under such
conditions determ nation nust be nade whether the property
is eligible as security.

Avi gation Easenents. The general increased volune of air trave
has nade the problemof noise in take-off and |anding zones and
its effect on residential properties |located therein nore
significant. (See also paragraph 4-25 A, B, and O

1)

2)

3)

An avi gation easement grants the rights to use and/or
control air space above property to soneone other than the
owner of the land. It inpairs full use and enjoynent by
the fee owner of his property and in effect is little
different froma surface or sub-surface easement. The
apprai sal must reflect the decline, if any, in value in the
mar ket attributable to the effect of such encunbrance.

Each case nust be considered and anal yzed on its own
merits.

The avi gation easenent will deprive the fee owner of the
right to permit structures, trees, poles, or any other

i npedi mrents to extend above a specified plane above the
property and will convey to the grantee certain prescribed
rights to the use of the air above this height. The

di stance agreed upon above the ground may or may not vary.
This plane may be parallel to the ground or may be at a
tangent. The closer to the ground that this plane is
drawn, the greater will be its adverse effect on the val ue
of the fee.

Properties subject to avigation easenents nust be checked
to ascertain their eligibility under outstanding noise
gui del i nes
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(12-4 C.

Reservation of Leases of O and Mneral Rights.

The apprai ser need not be concerned with the fact that ownership
of the fee is separated fromownership of oil or mnera

deposits since the valuation of the property is based entirely
upon the benefits which will accrue to the typical purchaser for
residential uses. The degree to which the residential benefits
may be inpaired or the property damaged by the exercise of the
rights set forth in the oil or mneral |ease as well as those
appl i cabl e to nei ghboring properties nmust be consi dered.

1) Consi derati on should be given to:

a. The infringenment on the property rights of the fee
owner caused by the rights granted by the reservation
or | ease.

b. The hazards, nui sances, or damages which may arise

therefrom (See al so paragraph 4-26)

C. The hazards, nui sances, or damages which nmay accrue to
the subject property from exerci se of reservation or
| ease privileges on nei ghboring properties.

2) The extent to which the property rights of the owner of the
fee is affected by a mineral or oil reservation or a |ease
of subsurface areas will vary in accordance with the
privileges reserved in the instrunent. |n one instance the
privileges may be only to renove subsurface deposits by
directional exploration fromsome area outside of the
subject plot. |In another instance the privilege may be
conpl ete ingress and egress, to explore fromany surface
area of the plot, to store equipnent, or nmake installation
thereon. In the former case, depending on the proximty of
expl oration area and the attitude of the local market, it
is possible that there would be little or no adverse effect
on value. In the latter case, the effect on the property
rights of the owner of the fee is such that the val ue of
the property for residential use may be destroyed.

3) In mneral areas the problem may be one of subsidence from
directional nmining. The extent of the hazard is deternined
by the past history of such operations, a know edge of the
extent of the mning, and the depth and the subsurface soi

structure.
4) In oil-producing areas, the hazards and nui sances may arise
fromthe drilling operation, ingress and egress, storage,

pi pel i ne transportation, danger of fire or explosion and
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danger from gusher wells. The effect of such nui sances,
hazards, or damages on the subject property would be
determined by their proxinmity and their intensity and
attitude of the local market. 1In an "oil conscious" area a
situation may be acceptabl e which would not be acceptable
in an area where gas oil exploration was a mnor factor in
the area's econony. (See al so paragraph 4-22)

D. In the case of new subdivision proposals it nmay be possible to
suggest certain restrictions to the devel oper-owner of the fee
that will materially lessen risk if he desires to retain the
m neral or oil rights. Were a mneral, oil or gas reservation
is retained, an agreement may be obtained limting the
expl oration area to one undevel oped part of the tract, providing
for directional drilling, and restricting against ingress and
egress across individual residential lots. |In sonme cases it may
be necessary to nodi fy outstandi ng covenants or obtain
protective covenants on nei ghboring | and uses.

Sunmary. Easenents, reservations or restrictions such as discussed
in this section may be involved in nortgagees' requests for waiver
of objection to title to the nortgaged prem ses. Such requests are
processed as outlined in HUD Handbook 4170.1. The granting of a

wai ver of objection to title appears to inply also a waiver of

obj ection to the physical condition of any property resulting from
the exercise of the rights created by the encunbrance.

Consequently, the possibility of any hazards, nui sances or damages
emanating fromthat source should be carefully eval uated before
granting the waiver.

MORTGAGE CREDI T REQUESTS FOR APPRAI SAL. The Mdrtgage Credit Section
may request in estimate of value on property which is being accepted
by the seller as part of the purchase price. This is done in order
to establish the equival ent anpbunt of cash which is being paid for
the property on which a commitnment is to be issued. Wth the
request, the Mortgage Credit Section will furnish the trade-in price
which is being allowed for the property by the seller. Such
requests will be treated as informal appraisal assignments. A

conmpl ete appraisal report will not be required. A nenorandumtype
report will suffice. |In such a case, a detailed description of
property and nei ghborhood, ratings, operation expense data,
supporting sales data, and replacenent cost estimates will not be
required.

A. Only the followi ng need be furnished:

1) Address of property (including city or town).
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2) Nunber of roons, bedroons, and baths.
3) Garage or carport facilities.

4) Brief statement as to conformity or any mmjor deficiency
havi ng a bearing on val ue.

5) Estimate of Market Price (Cbtainable (exclusive of C osing
Costs).

Closing Costs will not be added at any point on an appraisal of
this type. Although the report nay be kept to the briefest
terns, the appraiser will nmake an estimate and draw sufficient
conpari sons with conparable properties to reach a valid
concl usi on.

EXI STI NG HOUSES BEI NG MOVED TO NEW FOUNDATI ONS

A

Eligibility. Three types of properties are eligible:

1) Ener gency noves of properties already covered by HUD
i nsurance. The nove can be nade at the risk of the
nmort gagee w t hout prior approval of HUD.

2) Non- ener gency noves of properties covered by HUD i nsurance
requiring prior approval by HUD.

3) Non- ener gency nmoves of properties not insured by HUD but
seeki ng such insurance and requiring prior approval.

Applications for Insurance. Applications for insurance nmay be
submi tted under any hone nortgage section of the Nationa
Housing Act. On properties already insured, the request for
non- energency noving of structures is made in the formof a

|l etter of proposal fromthe nortgagee setting forth the

condi tions and reasons for the nove.

1) Application for insurance or |letter of proposal after
i nsurance nust clearly outline all aspects of the proposed
transaction, including the present address or |ocation of
the dwelling to be noved, and the |location of the site to
which the dwelling will be noved.

2) No Buil der's Warranty will be required.

Architectural /Valuation Processing. (Al proposals except
energency.) The followi ng steps will be foll owed:
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1)

2)

3)

4)

Exhi bits shall be subnmitted with each application and will
be reviewed by the Architectural section. Exhibits for the
new | ocation shall include a plot plan show ng proposed

| ocati on of the house, garage, terraces, stoops, walks,
driveways, utilities, etc., as well as footings,

i nundations, and slab details. Draw ngs of the existing
structure are necessary only to the extent required to show
any proposed alterations or repairs. |f pertinent,
subdi vi si on exhibits and exhibits required for individua
wat er supply and sewage di sposal systens shall be

submitted

For m HUD- 92005, Description of Mterials, conpleted to the
extent necessary, shall be subnmitted to describe any
features of the new construction which cannot be shown on
t he draw ngs.

Proposed on-site inprovenments, e.g., footings, foundations,
wal ks, etc., shall conply with or exceed all applicable

M ni mum Property Standards in 24 CFR 200.926d (HUD Handbook
4910.1, Appendix K). Existing construction, including
repairs, alterations, and additions thereto, shall conply
with the General Acceptability Criteria of the M ninmm
Property Standards as shown in the beginning of this
chapter and the stated objectives of all other applicable
standards. Repairs, alterations, or additions not started
or conpleted at the tine of conmtnent for insurance or at
the time of issuance of HUD letter of approval to nove a
structure already insured, shall be done in accordance with
the specified standards wherever practicable.

Field inspection of the existing property prior to nmoving
shoul d be made concurrently by an apprai ser and inspector
The local building authority will require a noved house to
be brought up to the present building code. Such
requirenents are reflected in the cost of repairs and are
made a specific condition of the cormitment. This will
assure HUD that all items of repair or replacenent
necessary to bring the property into good sal eabl e and
eligible condition have been discovered and the repairs
required as a condition of the commtnent. The inspector
shoul d note structural defects which m ght be aggravated by
the nmove and whi ch need special conmtnent requirenents for
correction.

After inspecting the proposed new | ocation the appraiser
wi |l appraise the property as it will exist at the

conpl etion of the nove assuming conpliance with al

requi renents. The Uniform Residential Appraisal Report
will be used in the usual nmanner.
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5) Except in those instances where the conplexity of the case
warrants or when requested by the Director of
Housi ng/ Housi ng Devel opnent, cost estimates, including any
involving alterations, additions or repairs, wll be
prepared by the appraiser. The URAR will be conpl eted by
the appraiser as in the case of any existing property.

6) When exam nation of the structure reveal s nonconpliance
with the objectives of the M nimm Property Standards and
correction is feasible, an appropriate specific condition
is reconmended in the report. Were no correction is
feasi bl e and conpliance can be effected only by excessive
maj or repairs, rejection is indicated, and the reasons
clearly explained in the report.

7) Requi rements for conpliance inspections will be nade on al
new work (footings, foundation walls, gradings, etc.) as
wel | as proposed or required alterations, additions, or
repairs. The nortgagee shall notify HUD 48 hours prior to
start of construction of proposed inprovenments and shal
notify HUD of the date the house is to be placed on the new
foundati on.

8) The apprai ser shall require an architectural inspection of
the foundation before the house is placed on the new
foundation. A second inspection shall be required before
the covering of any structural elenents or nmjor conponents
(electrical, plunbing, etc.) when new additions or major
alterations are proposed. A final inspection is always
requi red upon the conpletion of the dwelling.

9) In cases involving proposed individual water supply and/or
sewage di sposal systens, necessary requirenents will be
made pursuant to outstanding instructions.

HUD ACCEPTANCE COF VA CERTI FI CATE OF REASONABLE VALUE (CRV). The
Certificate of Reasonable Value (CRV issued by the ns
Departnment of Veterans Affairs shall be accepted by the
Field Ofices as the basis for establishing val ue,

nortgage term and specific conditions in issuing
commitnents in cases involving a known borrower subject to
the restrictions and processing instructions shown bel ow
Field Ofices shall accept CRVs for both existing and
proposed construction at face value. No CRV shall be
rejected unless there is evidence in the office of
unacceptability in which case it nmay be rejected, but the
Field Ofice is to send a copy of the Rejection notice to
the Single Fam |y Valuation and Technical Support Branch



in Headquarters for informational purposes.
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General Processing Procedures. |n order to be eligible for
processing under this procedure, the nortgagee's application
must i nvol ve a known borrower, include conpleted Form HUD- 92800
and 92900 with all required exhibits (except those nornally
required to establish value), the CRV (VA Form 26-1843), and
evi dence of conpliance with any requirenents established by VA
whi ch have been satisfied before the application is submtted.

1) Proposed Construction. The nortgagee nust subnit a Buil der
Certification of conpliance with HUD regul ati ons and the
exhi bit requirenments in HUD Handbook 4145.1, and ensure
that the builder has attached the proper certification on
the front page of each set of plans prior to subnmitting an
application. It is not necessary for nortgagees to revi ew
the plans. On individual proposed VA-CRV's, a
certification nust be attached to each case. On Master
VA-CRV' s, a value for each nodel to be converted nust be
submitted. Plans need not acconpany VA-CRV conversion
requests.

a. In the case of a master CRV, the value of the basic
house is shown on an attached list and the first page
of the master CRV shows the value of avail able
alternates. Wen the application is acconpani ed by
such a master CRV, the alternates included in the
property covered by the application nust be circled.

b. In these cases, the value of the basic house and the
val ue of included alternates will be added and the sum
will indicate the Value of Property. |f on alternates
are circled, the nortgage credit (examner will assune
that no alternates are included and will record the
val ue of the basic house as Value of Property. (These
cases are the sole exception to the requirement that
any change in value be nmade by VA. |f val ue was
determned on the basis of a master CRV w t hout
considering alternates and the nortgagee | ater submits
evi dence that alternates should have been incl uded,
the Field Ofice may adjust the HUD Val ue accordingly
wi thout reference to VA)

C. Cl osing costs and other information necessary for
nmortgage credit processing will be taken fromthe form
entitled "Mrtgagee Request for Conversion - VA CRV'
to be provided by the nortgagee. Wen necessary for
nortgage credit processing, the estinate of nonthly



rent will be provided by the Valuation Branch from
data available in the office.
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2)

Exi sting Construction. Upon receipt of the entire
application by the Valuation Branch, the case is

i medi ately assigned to an appropriate staff menber for
review of the docunents and other itens such as fl ood
hazard area, etc., and then forwarded to the Mortgage,
Credit Branch. An expired CRV is unacceptable unless
evidence is provided that a sales contract had been
executed prior to its expiration

a. Unsatisfied Repair Conditions. Any repair conditions
listed on the CRV shall be transferred to the Firm
Conmi t rent and may not be nodified except by VA
Evi dence must be submitted at insurance endorsenent
that all specific conditions requiring inspection by
other than the nortgagee have been net to the
satisfaction of VA which is responsible for making any
necessary inspections of proposed construction
properties and for resolving any construction
conplaints. Wen the application involves an existing
property and the CRV requires repairs, VA nust be
asked to clear them A nortgagee's certification that
the repairs have been conpleted is acceptable if so
stated on the CRV

b. Mortgage Term The termof the nortgage will be
cal cul ated fromthe Renmai ning Econonmi c Life entry on
the CRV. HUD will nmake no change in the estinmate of
economic life shown by VA and will assune the VA
estinmate to be correct, even though this may result in
a shortened nortgage term Mortgagees questioning the
VA estimate should be directed to that agency for
relief.

c. Changes in Value or Mortgage Term Any request for
changes in value or nortgage term nust be submtted by
the nmortgagee to the Departnent of Veterans
Affairs and may be used by the Field Ofice only if VA
i ssues an anended CRV. When value and nortgage term
are based on a CRV, the Director of Housing
Devel opnent does not have the prerogative of naking
changes in either itemduring the life of the
original, unextended conmmitment.

d. Qut st andi ng Conditional Commitnments. HUD will not
knowi ngly accept a CRV application for conversion when



there is an outstanding HUD conditional conmmtnent
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12-8.

12-9.

12-10.

involving the sane property. |If the HUD conditiona
commtnment is returned for cancell ation in connection
with the CRV conversion transaction, the resultant HUD
commi tnent may not exceed the val ue shown on the
cancel | ed comm t nent.

e. Mort gagor Conpl ai nts. Conpl ai nts received by the
Field Ofice regarding VA inspection procedures, the
apprai sal made by VA, a lack of specific repairs on
the CRV, etc., are to be referred to the |ocal VA
of fice for handling.

APPLI CATI ON FOR OPERATI VE- BU LDER COVM TMENTS.
RESERVED

FI NI SHED FLOORI NG | N PROPOSED CONSTRUCTI ON CASES. HUD al | ows
carpeting as well as hardwood or other types of flooring as a
finished floor. The value to be attributed to carpeting is set
forth in the Marshall and Swift Cost Handbook

A. In the event that the carpeting is installed over another type
of finished floor, both the finished floor and the carpeting are
to be included in val ue.

B. It is therefore inportant that the apprai ser make a vi sua
i nspection of the subfloor by lifting a small corner of the
installed carpeting and exam ni ng the underl aynent regardl ess of
what is stated in the specifications.

C. Carpeting in bathroons and kitchens is not pernitted as a
finished floor in proposed construction cases unless a
wat er-resistant (linoleumor tile) finish is placed on the
subfl oor prior to installing the carpet.

CARPETI NG I N EXI STI NG HOUSES

A. In existing cases, carpeting in kitchens and bathroons nay be
accepted as a finished floor provided that a statenment is
obtai ned fromthe purchaser acknow edging this fact. It is not

to be considered in val ue.

B. Acceptable but worn carpeting in other rooms shall be eval uated
separately to determine its influence on the value of the
property being appraised. The value of the acceptable carpeting
is to be included in the value found for the property.
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12-11. SO L TREATMENT W TH | NDI VI DUAL WATER SYSTEMS. Were ternmite
infestation is found or suspected in existing dwellings using
i ndi vi dual water supply systems, precaution nust be taken in the
type of exterminating treatnent to be required in order to prevent
the possibility of infiltrating and endangering water supply. Soi
poi soning in such cases is an unacceptabl e treatnent nethod unl ess
satisfactory assurance is provided that the construction and
| ocation of the water supply system neets the specific requirenents
of 24 CFR Part 200. 926d.

12-12. ESTI MATE OF VALUE OF FRAGMENTAL PROPERTIES. Cases arise in which
nort gagees may request consent to the release of a portion of a
property which is subject to an insured nortgage. A speci al
Val uation Report is required in connection with these cases. (See
HUD Handbook 4170.1 REV., page 4-7.)

A. Value of a Small Area. Frequently the area involved in the
rel ease is small and unusable by itself. Because of its |ack of
utility taken by itself, it nmight appear logical to assign no
value to it, but this would be incorrect. |If a snall area
contributes sonething to the utility of the whole property, it
nmust have sone val ue even though it nmay be nomi nal

B. Property Sold to an Adjacent Omer. The release of a portion of
the property fromthe nortgage may be sought so that it may be
sold to the owner of an adjacent property. Under these
circunstances the purchase price is a guide to the estimte of
val ue though it often may greatly exceed a plausible valuation
Because of matters such as the presence of necessity or
extraordi nary notivation on the part of the buyer

12-13. CONSI DERATI ON | N AREAS AFFECTED BY M LI TARY | NSTALLATIONS. Field
O fices may have situations in which HUD nortgage i nsurance may not
be proper because of the housing demand attributable to military
installations in the area. Such situations arise when the
per manence and stability of the demand for housing to serve these
installations are not evident. The phrase "nilitary-connected
civilian personnel” means civilian enployees of mlitary
installations, and of contractors and subcontractors directly
associ ated with the mlitary.)

A. Market Considerations. All considerations respecting the use of
HUD i nsurance in mlitary-inmpacted areas nmust recogni ze that the
per manency of the "permanent" military installation is by no
means assured. Changing world conditions and technol ogi ca
advances can materially affect the activities and assigned
personnel strength of military installations. Further, a rapid



2/ 90

12-18

4150.1 REV-1

(12-13)

turnover of personnel in these areas nay be antici pated.
Current housing needs, therefore, nmay not provide the basis for

| ong-

bot h.

1)

2)

term support of either the sales or rental market, or

Even t hough housi ng can neet sales prices or rent ranges
commensurate with the capacity of military and
mlitary-connected civilian personnel and be within the
commuting radi us authorized for personnel of the
installation, the follow ng considerations will continue
to be paramount in deterninations with respect to nortgage
i nsurance:

a. The type and mission of installation, its historica
stability, and the projected continued necessity for
this type of activity or a logical replacenent.

b. Stability in the assigned strength (nilitary and
civilian) of the installation and the prospective
mai nt enance of this strength over a long term

c. The magni tude of the total current housing
requirenents for installation personnel relative
to the total housing needs (i.e., occupied housing
units) of the support area.

These factors cannot al ways be determ ned with a high
degree of certainty. For some areas, however, the
situation is practically self-evident and there is no need
for a thorough exam nation of the basic considerations.

For exanple, in localities with an econonic background t hat
will clearly assure absorption and the continued

mar ketability of additional housing, despite substantial or
complete curtailment of mlitary activity, nortgage
insurance is permissible for mlitary personnel as well as
civilian enployees of the installation

a. Any large nmetropolitan area in which the nunber of
mlitary and nilitary-connected civilian personnel is
m nor, conpared with the nunber constituting continued
demand from ot her sources, would fall in this
classification.

b. In such areas, however, locations within a mlitary
reservation (or near such a reservation, but
i nconveniently situated with respect to any other
source of enploynment) will be ineligible for nortgage



i nsur ance.
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(12-13) 3) As an opposite exanple, in any small comunity where the denand
for housing frommilitary and mlitary-connected civilian
personnel is clearly predom nant, conpared with the nunber
constituting continued denmand from ot her sources, nortgage
insurance is not to be utilized in the satisfaction of
mlitary-oriented demand

4) Bet ween these two extrenes there is a wi de diversity of
mlitary inpact. 1In those areas of nilitary inpact in
whi ch use of nortgage insurance is considered narginal
(after carefully considering the historic econonic
background of the conmunity and the conti nuing
mar ketability of additional units in the event of a change
in mssion or a significant decline in strength, i.e., 20
percent or nore) a request through the Regi ona
Adm nistrator to the Assistant Secretary for Housing for
consi deration shall be made for Field Ofice guidance on
operating procedure. (See HUD Handbook 4010.1.)

B. Marginal Situations. In the interest of consistency anong Field
Ofices, marginal situations will be deened to include all areas
in which either or both of the follow ng conditions exist:

1) The Secretary of Defense, or his designee, shall have
certified to the Comnmi ssioner that the housing is necessary
to provi de adequate housing for civilians enployed in
connection with a research or devel opnent installation of
one of the mlitary departnments of the United States, or a
contractor thereof, and that there is no present intention
to substantially curtail the nunmber of the civilian
personnel assigned or to be assigned to such installation
The certificate shall be conclusive evidence to the
Conmi ssi oner of the need for such housing.

2) Annual vol une of residential construction in the housing
mar ket area, either has increased during the last 12 nonths
or is expected to increase 50 percent or nore as a result
of recent or prospective military expansion

3) Mlitary and nmilitary-connected civilian personne
currently occupy 25 percent or nore of all occupied
residential units (permanent and tenporary type) in the
housi ng nmarket area, including housing on the nmilitary
reservation.
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Note: The Field Ofice Econonic and Market Anal ysis

Di vi sion should be consulted for information and
recomendat i ons concerni ng margi nal situations. Were
questions arise concerning the conditions, intensity, and
duration of characteristics of housing markets, the Area
EMAD wi | I undertake any appropriate nmarket studies that are
necessary to (1) describe the severity and probl ens of the
housi ng market and (2) to formul ate specific
recomendations to the O fice Manager for coping with these
probl ens.

Headquarters Referrals. The referral of these nargina
situations to Headquarters will include the data accunul ated by
the Field Ofice during its analysis of the matter plus comments
and recomendat i ons.

Periodi c Re-analysis. Periodic re-analysis of nilitary inpacted
areas nust be nade by the Field Ofice because with increases in
popul ati on, and expanded patterns of growth around netropolitan
areas, changes in demand from ot her sources can occur rapidly.

When demand from ot her sources becones predom nant or can be
accurately predicted, requests for changes in the office's
policy will be forwarded through the Regional Admnistrator to
the Assistant Secretary for Housing.

Condi tions of Application Acceptance. Hone Mrtgage
Applications can be accepted for individual conditiona
commitnents in all mlitary inpacted areas when a buyer is known
and a bona fide sales contract is submtted by the nortgagee.
These commitnments are limted to prospective owner-occupants.

Al nmortgagors including military connected nortgagors as
defined above are eligible. The nortgagor nust neet the
criteria for the Section of the Act under which application is
made.

12-14. SOLAR ENERGY.

A

To encourage the use of solar energy in hones, HUD will insure a
nmortgage up to 20 percent above the maxi mum al |l owabl e i nsurabl e
anount in a geographical area if such increase is necessary to
account for the increased cost of the residence due to the
installation of a solar energy system which may not exceed 20
percent of the value of the property. HUD prograns eligible for
this allowance are 203(b), 203(k), 203(n), 233, 244, 245, 809
and 203(i). Wiile Section 234 is not included as an eligible
program for an increased nortgage amount, there is no reason
that solar energy may not be included in a condonminiumwth
added val ue for the system provided that the nortgage anount
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does not exceed the maxi mum insurabl e anpbunt for the
geographical area in which it is |ocated. Applicable nortgage
anmounts for two-, three- and four-unit dwellings are
appropriately affected. Proper documentation of the Homeowners
Associ ati on acceptance and a hol d harnl ess covenant executed by
the nortgagor(s) nust be subrmitted with an application for a
condomi ni um uni t.

An eligible solar energy systemis defined as any addition
alteration, or inprovenent to an existing or new structure which
is designed to utilize wind or solar energy to reduce energy
requi renents obtained fromother sources. Solar heating and
domestic hot water systens are not acceptable w thout
operational 100 percent back-up conventional systens. Active
and passive sol ar energy systens are permtted in this program
The systens nust conply with HUD Handbook 4930.2, Internediate
M ni mum Property Standards for Sol ar Heating and Donestic Hot
Water Systens. Descriptions of various types of active and
passi ve solar systens are included in Appendi x C of these

st andar ds.

The sol ar energy systenis contribution to value will be limted
by its replacenment cost or by its effect on the market price of
the dwelling. |In the event that market data is not available to
i ndi cate the additional anpunt which would be paid for a
property containing a solar energy system the anount of

i ncrease woul d be the | esser of the actual cost of the solar
systeminstalled in the subject house or 20 percent of the

mar ket val ue of the property. The difference in added val ue
contributed by the solar systemin conparison to the
conventional system must represent a reasonable proportion of
the total value of the property and may never exceed 20 percent
of the market value of the property w thout a solar energy
system

If a Veterans Administration Certificate of Reasonable Val ue for
exi sting construction is involved, and a solar systemis

i ncluded, the value established on the CRV will reflect the
presence of the solar system |If the nortgagee requests a

nort gage based on the solar system whi ch exceeds the maxi mum
nortgage anount for the area, it is the responsibility of the
nort gagee to secure fromthe |l ocal VA office a copy of the

uni form Resi dential Appraisal Report on the property, URAR, and
submit it with the VA CRV. This formwll enable the | ocal HUD
Ofice to deternmine the incremental increase in the value of the
property added by the solar system Once the increase has been
identified by the HUD Ofice, the aforenmenti oned procedure for



determ ni ng the maxi mum nortgage anmount woul d govern. It is

2/ 90

12-22

4150.1 REV-1

(12- 14)

appropriate to note that in arriving at the VA established
reasonabl e value of a property with a solar system the anount
by which the solar systemincreases the value is based on market
conpari sons and not on the actual cost of the solar system

APPRAlI SAL PROCCEDURE. The appraiser shall reflect in value the
| ocal market acceptance of sol ar heating equipnent. Sol ar
heati ng and hot water systems are not acceptabl e without
operational 100 percent backup conventional systemnms. Sol ar
collectors nust be |ocated where they will be free fromnatura
or man made obstructions to the sun

1) Acceptability. Wen such systens are proposed to be
installed, they shall conply with the provisions of
Handbook 4930.2, Internediate M ni num Property Standards
Suppl erent for Sol ar Heating and Donestic Hot Water
Systens. Wen such a systemis already installed in an
exi sting hone, the appraiser may request an inspection of
the system by the person responsible for the architectura
or engineering aspects of the solar energy programin that
Field Ofice for recommendati ons as to acceptability.

2) Limts to Value. The solar heating or hot water systems
contribution to value will be linited by its replacenent
cost and by its effect on the narket price of the dwelling.
In conpleting the estimate of val ue by market conparison
bet ween a subject property which includes a solar heating
system and a recently sold conparabl e property which
includes a fossil fuel systemonly, the sale price of the
conparable is increased by the anobunt typically paid in the
mar ket for the solar heating system to arrive at the
i ndi cated market price of subject property.

3) Tenmporary Procedure - Lack of Market Data. |In the event
that nmarket data is not available to indicate the
addi ti onal anmpbunt which would be paid for a property which
does include solar heating or hot water system then the
amount of the increase shall be the difference in cost
between all heating equipnent including solar installed in
the subject house |l ess the cost of all heating equipnent
installed in the conparable property w thout a solar
installation. However, in making this adjustment based on
differences in cost, the appraiser shall consider the ratio
bet ween the val ue added by solar heating system and the
val ue of the property with a conventional heating system
only, to ensure that the contribution of a solar heating



systemto total value represents a reasonabl e proportion of
the total value of the property.
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4)

Responsibility for Tenporary Limt. The Field Ofice
shal | consider the costs of acceptabl e solar energy
systens for hones of several sizes, and shall consider the
mar ket prices of typical honmes of these several sizes

(wi thout solar energy systens) in order to set alimt on
the ampbunt which a sol ar energy systemcan add to the
estimated val ue of the subject property. This linmt shal
be expressed as a percentage of the market val ue of the
subj ect property (before consideration of the solar energy
system) and this Iimt shall not exceed 20 percent of the
mar ket val ue of the subject property (without a solar
energy systenj.

The followi ng steps set forth the procedure which will be
utilized in determning the applicability of the authorization

1)

2)

Mar ket Data Survey

Mar ket data may be collected in two ways. The Field Ofice
may use either or both nmethods with the understanding that
met hod #1 be considered nore reliable and that method #2
will require additional consideration during analysis.

Met hod #1 - Price Extraction

a. The Val uati on Branch surveys buil ders of new
subdi vi sions or custom honmes to determ ne the price of
sol ar water systenms when sold to new hone buyers as an
add-on or alternate feature. These increnmental price.
i ncreases shoul d be expressed as a percentage of val ue
by dividing the price of the solar application by the
total sales price

Exanpl e: Base Price of Hone $110, 000
Sol ar Hot Water (alternate) 4,000

Upgrades (all other alternates) 3,700

Total sales price $117, 700

$4,000 / $117,700 = 3. 4% (shown bel ow as Data #6)
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There should be at |east ten such data indicators from
whi ch to devel op an overall val ue percentage for the
Mar ket Val ue Guide. DO NOT AVERAGE! Use of a nedian
or nmode (typical) is preferred to averaging.

Exanpl e: Data #1 2.8%
Dat a #2 2. 9%
Dat a #3 3. 1%
Data #4 3. 1%
Dat a #5 3. 2%
Dat a #6 3. 4%
Dat a #7 3.5%
Dat a #8 3.5%
Dat a #9 3.5%
Data #10 3. 9%

Sel ect ed 3.5% (nost typical)

If this type of data is not available to the Field
Ofice, then Method #2 nay be used.

3) Met hod #2 - Paired Sal es

a. The Val uati on Branch devel ops a nunber of paired
sal es, which will conpare existing hones with solar
wat er heating systens against simlar sold properties
wi t hout solar water heating. Since this is a crude
measur enent, the difference in adjusted val ues should
be expressed as a percent of value of the hone with
sol ar.
Exanpl e:
Conp. Sale Conp. sale
W't hout Wth
Sol ar Sol ar $ Difference % Difference
Pair #1 80, 100 82, 750 2, 600 3.1%
Pair #2 79, 000 81, 500 2,500 3%
Pair #3 101, 000 102, 000 1, 000 1%
Pair #10 98, 000 101, 500 3, 500 3. 4%
Medi an 80, 000 82, 500 2,500 3.125
sel ected
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4)

5)

6)

Since this nmethod neasures the rel ative market val ue
of existing solar applications in used or unknown
condition, a depreciation factor can be applied by
the appraiser in order to approxinmate the narket

val ue of a new system

Depreci ati on Factor

a.

Corr el

The Depreciation Factor should be selected by the

Val uati on Branch, based on "straight |ine" applied

to the typical (prevalent) age of solar heaters used
for the sanple. For exanple: Based on a 20 year
|ife and assumi ng straight line depreciation or 5
percent per year, if the conparable solar systens are
mostly 4-6 years old - then, the depreciation factor
of 25 percent could be selected (for 5 years.). This
factor should be expressed as 125 percent (one
hundred added). Exanple:

.05 (per yr.) x 5 (yrs) = 25% Depreciation
(convert to 125)

125 x 3.125 = 3.9 (Factor which represents
percent age di fference between sol ar and

non- sol ar equi pped homes approximately five
years old plus 125 percent addition to equate
to NEW system

ation

The Val uati on Branch may issue its val ue gui de based
on the results of Method #1, Method #2, or a
correlation of two nethods. Exanple:

Met hod #1
Met hod #2

= 3.5% (superior method)

= 3.9%

Selected - 3.5% (to be issued in guide)

(Met hod #1 given nost wei ght because data is nore
reliable)

Val uation Branch may sel ect either or make an

i nterpolation of the two nunbers.

Use of Appraisal Addendum

A sanpl e worksheet for use by underwiters is exhibited on

pages

12-32 thru 12-36 as a guide. |t may be conpl eted and

submitted with the apprai sal as an addendum
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(12-14) 7) Cost Approach to Val ue

a. When the Field office deternmines the market approach
is not appropriate for use because of inadequate
mar ket data, then the cost approach to value will be
used.

b. Cost will be calcul ated by Regional Ofices of Housing
for all Regional-accepted solar water heating systens,
and will be included as part of the Regional Uility
Engi neers' witten acceptance of each system |If
there are systemsize difference - nore than one cost
will be shown (see Exhibit #2, pages 12-29 through
12-31).

C. Regi onal O fices will also furnish locality adjustnent
factor's to Field Ofices on an annual basis, if
appl i cabl e.

8) Amendnment of URAR - Apprai sal

After the reconsideration of value action is conpleted

usi ng an addendum wor ksheet, the resulting new val ue shoul d

be entered on the original URAR Appraisal as the new

(anmended) market Val ue and re-dated and signed. A coment

shoul d be nade in the last Comments Section of the URAR

"See Sol ar Val ue Wrksheet or Addendum attached."

9) Ef fect of Value on Mortgage Anount

a. The full value of the appraised solar water heating
systemwi || be all owed when determ ned by the nethods
outlined in these instructions, except that a naxi mum
of $4,000 will be allowed per unit. The maxi mum
mortgage linmits for 1-4 unit properties may be
exceeded by the value of the solar water heating
system where needed to provide for the all owabl e costs
or value of such installations.

b. The maxi mum nortgage limts for condom niumunits
(Section 234) may not be exceeded under any
ci rcunst ances
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Sol ar Water Heating Market Val ue Guide - Field Ofice

The market val ue of solar water systens for this jurisdiction has
been determined to be as shown below. The values fromthis guide will be
used by all appraisers and DE underwiters to conplete the addendumto

apprai sal: Sol ar Reconsideration of Val ue.

Metro - Gty 3.5%

Rural & Small Towns 4. 0%
2/ 90
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Gent | erren:

Subj ect: Donestic Hot-Water Sol ar Systens

Qur office has reviewed your |atest submttal covering your
recircul ation solar systens. W find the recircul ation systens,
as shown on your FHA-001 Thru FHA-008 drawi ngs, to be acceptable for mld
tenperature areas in HUD Region __ . Your .38 and 41 nodel
col l ectors consist of black chroned copper absorber fins nmechanically
wr apped around 1/2" O D. copper tubing risers at 4.3" centers, lowiron
tenmpered gl ass gl azing, foil-faced foam and fibergl ass insul ati on, extruded
aluminium frame with baked Pol yester finish, and al unm num backsheet. Your
submitted systemis now acceptable for single-fam |y honme nortgage
i nsurance subject to the follow ng conditions:

1. The solar systemnust be installed in strict conpliance with the
submitted docunentation, identified as Drawi ngs FHA-001 thru
FHA- 008.

2. The solar systemnust be installed utilizing the materials which
were submtted. The acceptable materials are as foll ows:

- Col | ector: nmodel s 38 and 41

- Mount i ng Har dwar e: nodel s as required, bronze
pai nted al um num

- St orage Tank: Anerican Appliance MFG SSTA66XV, SSTA82XV,
or A O Smth.

- Control, Independent Energy C30-1S
- Punp, G undfos UML5-18SU

- I solation end set, 3/4" conpression



- 4-\Way val ve, Fluidtech 3/4"
- Tempering val ve, Taco #426
- Thernoneter, Letro SL2DW

- Check val ve, N bco S413Y, 3/4" CxC
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- Pressure-tenperature relief valve, NCLX5, 3/4"
- Pressure relief valve, FW2

- Air vent, MOM #75

- Sol ar flashing, Catey, 1/2" to 1"

- Hose bi bb, 3/4"Cxhose

- Di el ectric union, 3/4"FPTx3/4"C

- Freeze Valve: Dole FP-35, 1/2", opens at FP-45 opens at
43 deg. F or ASCO 8210C33, 3/8", opens on power outage.

The collector nust be installed in a generally "solar south"”
orientation, of adequate slope, and in a location that is not
now shaded (such as by trees), nor will be shaded in the
foreseeable future

Recircul ation solar systens are pernmitted only when provided
with both primary and secondary freeze protection, and then only
inmld tenperature areas. (defined as a geographic |ocation
where the ASHRAE "97.5% Tenperature Condition" is not |ess than
the follow ng:)

Wth Dol e FP-35 or FP-45 Freeze Val ve 35 deg. F
Wth Sol enoid Drain Valve 30 deg. F

I f water pressure serving the house exceeds 60-psi, a pressure
reduci ng valve (conplete with strainer and discharge pipe) nust
be installed when a freeze valve is used.

When appl ying for nortgage insurance, the solar firm nust
certify that the roof can adequately support the solar

equi prent, or provide such adequacy determination fromthe |oca
bui l ding of ficial.

The systemshall carry a full nmaterial and | abor warranty not
| ess than the foll ow ng:



- Col l ector - Five years material and | abor

- Storage Tank - Three years material and |abor, plus two
years material limted warranty on tank

- O her Equi pnent - One year material and | abor

8. The entire systemshall be installed to neet the requirenments of
the I ocal building inspection departnent.
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9. Collectors shall be | abeled to show the manufacturer's name and
address, nodel nunber, serial nunber, and collector weight
(dry). Technical data sheets shall al so be provided which
i nclude collector efficiency, maxi mum al |l owabl e operating and
no-fl ow tenperature and pressure, mnininmm all owabl e
tenperatures, and the types of fluids which can and cannot be
used.

We reserve the right to withdraw our acceptance at any time. It wll
be your responsibility to make sure that your contractors make no
deviations fromthe conditions of this acceptance. Any changes in
materials, methods of installation, or conditions of installation wll
i nval i date our acceptance.

Very sincerely yours,

Director
O fice of Housing

MAXI MUM | NSTALLED COST:

1 - Panel, 40 sq. ft. $3,000 Model 41-1
2 - Panel, 48 sq. ft. $3,240 Mdel 38-2
2 - Panel, 80 sq. ft. $4,200 Mdel 41-2

ADD $100 PER PANEL FOR RACK MOUNTI NG
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EXH BI T #3



Case #
EXAVPLE Addr ess

ADDENDUM TO APPRAI SAL
SCLAR RECONSI DERATI ON OF VALUE

The installation of Energy Conserving Sol ar Water Heating Systenms is
an anenity that increases the value of Single Famly Homes. |In order to
assist in the devel opnent of the increnental value created, the follow ng
wor ksheet may be used by HUD staff and DE Underwiters to docunent the
approach to val ue nost appropriate for the subject property.

Only one approach to value will be conpleted. The market approach is
preferred where data is sufficient. The Cost approach may be used if
market data is insufficient. |f a Market Val ue gui de has been issued by
the Field Ofice, it nust be used and the Cost approach will not be valid.

The FOLLOW NG ANALYSI S supports the final determ nation of value for
the Subject Property.

MARKET APPROACH Check if Field Ofice Has No Market Data
Tabl e and Use Cost Approach
1. Value of property (Original Appraisal) s (1)
2. Value of Solar Hot Water from Market Data
@uide (Furnished by Field Ofice s (2)
factor % X (linel) =% ___
ADJUSTED MARKET VALUE $ (3)
(Total lines 1 and 2) (Enter on URAR)

COST APPROACH

1. Value of property (Oiginal Appraisal) s (1)
2. Base Cost From Region Cost Anal ysis
I ncl udes |l ocality adjustnent $ (2)

(See attached Region Cost Tabl e)
ADJUSTED MARKET VALUE s (3)
(Total lines 1 and 2) (Enter on URAR)
UNDERWRI TER - CHUMS # DATE
2/ 90
12-32
4150.1 REV-1

EXH BI T #3(a)



Case # 05X-00112/6-703

EXAMPLE Addr ess 999 Digitalis
Lane Dune City,
AZ

ADDENDUM TO APPRAI SAL
SCOLAR RECONSI DERATI ON OF VALUE

The installation of Energy Conserving Sol ar Water Heating Systens is
an anenity that increases the value of Single Family Honmes. |n order to
assist in the devel opnent of the increnental value created, the follow ng
wor ksheet may be used by HUD staff and DE Underwiters to document the
approach to val ue nost appropriate for the subject property.

Only one approach to value will be conpleted. The market approach is
preferred where data is sufficient. The Cost approach may be used if
market data is insufficient. |f a Market Val ue gui de has been issued by
the Field Ofice, it nust be used and the Cost approach will not be valid.

The FOLLOW NG ANALYSI S supports the final deternination of value for
the Subject Property.

MARKET APPROACH X Check if Field Ofice Has No Market Data Tabl e
and Use Cost Approach

1. Value of property (Oiginal Appraisal) S (1)

2. Value of Solar Hot Water from Market Data
Qui de (Furnished by Field Ofice $ (2)
factor % X (line1) =%
ADJUSTED MARKET VALUE s (3)

(Total lines | and 2) (Enter on URAR)

COST APPROACH

1. Value of property (Original Appraisal) $ 102,000 (1)
2. Base Cost FromRegion __ Cost Analysis ~ Basic Size
I ncl udes | ocal ity adjustnent $ 3,100 (2)

(See attached Region _ Cost Table) = $
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ADJUSTED MARKET VALUE $ 105, 100 (3)
(Total lines 1 and 2)

(Enter on URAR)

Rose Gardens - GGYY3 12/ 12/ 88



UNDERWRI TER - CHUMS # DATE
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EXH BI T #3(a)
Case 05X-00111/1-703
EXAMPLE Addr ess 999 Foxgl ove Court

Dune GCity, AZ

ADDENDUM TO APPRAI SAL
SCLAR RECONSI DERATI ON OF VALUE

The installation of Energy Conserving Sol ar Water Heating Systens is an
amenity that increases the value of Single Famly Homes. |In order to
assist in the devel opment of the increnental value created, the follow ng
wor ksheet may be used by HUD staff and DE underwiters to document the
approach to val ue nost appropriate for the subject property.

Only one approach to value will be conpleted. The market approach is
preferred where data is sufficient. The Cost approach may be used if
market data is insufficient. |f a Market Val ue gui de has been issued by
the Field Ofice, it nust be used and the Cost approach will not be valid.

The FOLLOW NG ANALYSI S supports the final determination of value for
the Subject Property.

MARKET APPROACH Check if Field Ofice Has No Market Data Tabl e
and Use Cost Approach

1. Value of property (Original Appraisal) $ 102, 000 (1)

2. Value of Solar Hot Water from Market Data
GQui de (Furnished by Field Ofice $ 3,570 (2)
factor % 3.5 x 102,000(line 1) = $ 3,570

ADJUSTED MARKET VALUE $ 105, 570 (3)
(Total lines 1 and 2)

(enter on URAR)

CCST APPROACH

1. Value of property (Oiginal Appraisal) $ (1)
2. Base Cost FromRegion __ Cost Analysis
I ncludes | ocal ity adjustnment $ (2)

(See attached Region __ Cost Table)
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ADJUSTED MARKET VALUE $ (3)
(Total lines 1 and 2) (Enter on URAR)
Rose Gardens - GGYY3 12/ 12/ 88
UNDERWRI TER - CHUMS # DATE
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12-15. WEATHERI ZATI ON PROGRAM

A

Thermal Protection. The purpose of this programis to assist
the honeowner in reducing the heating and cooling expense of

mai ntai ning a home. Mortgagees and real estate brokers should
be encouraged to inform prospective purchasers of the fact that
thermal protection inprovenents are considered in each appraisa
and that they should consider having a honme energy audit
performed by their local utility conmpany. The follow ng types
of energy-saving inprovenments nmay be incl uded:

1) Ther nost at s.
2) Insul ation wap for water heaters.

3) I nsul ation of ducts and pi pes in unheated spaces of
heat i ng/ cool i ng systens.

4) Attic insulation

5) Insulation for floors and foundation walls.
6) Installation of weather stripping/caul king.
7) Installation of storm w ndows/doors

The installation of thermal inprovenents usually nmake them
cost-effective. The Departnent is comritted to encouraging the
installation of thermal inprovenments to conserve energy whenever
possi bl e.

Mort gagees shoul d enphasi ze the benefits of the trade-off
bet ween energy conserving capital costs and subsequent operating



expenses in underwiting single famly housing. Wility
schedul es require constant updating to reflect current utility
costs in properties having simlar thermal protection

i mprovenents. The utility costs after installation of thernmal

i nprovenents shoul d be | ower and therefore should of fset sone of
the cost due to the installation of energy saving devices.

C. Conditional commtnments/statenents of appraised value (form HUD

92800 5B)

i ssued on existing construction contain a

recomendati on that honmebuyers contact their local utility
conpany for a honme energy audit. |f estimated value and the
nort gage anount are to be increased, as stated subsequently

herein, the inprovements nust follow the procedure prescribed
bel ow
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1) The val ue of the property, as recorded by the appraiser on

the Uniform Residential Appraisal Report will not include
recomended thernmal protection inprovenents.

a.

The estimated value may | ater be increased by the
Mortgage Credit Branch or by a Direct Endorsenent

Mort gagee Underwiter by the anmount of the cost of

i mprovenents when such inprovenents have been nade and
a request is received for an increase in value and
nmort gage anount based upon those inprovenents.

This increase shall be nade by one of the follow ng
met hods if such inprovenents have been nade and noney
has been expended for weatherization and/or energy
conservation inprovenments to the property. A
contractor's statenent of cost of work conpleted or
buyer/seller's copy of a statenent showi ng the cost of
materials used nust be subnitted.

1. $2,000 or less without a separate val ue
determ nati on. (Subm ssion of a contract for the
work to be done.)

2. From $2,001 to $3,500 if supported by a val ue
determination nade by a HUD revi ew apprai ser,
staff appraiser, or Direct Endorsenent Mortgagee
Underwriter. (This is based upon subm ssion of a
contract or firmbid for the work to be done.
The val ue determ nation is nornally nmade by the
desk reviewer in house; however, sone val ue
determinations may require a field inspection of
the property. The review apprai ser shall nake
this inspection if necessary.



3. $3,501 or nore subject to an inspection nade by
a HUD approved fee appraiser/inspector or DE
staff appraiser. The lender will mail all
proposal s submitted by the homeowner concerning
the addition of thernmal protection inprovenents
to the Field Ofice or the Direct Endorsenent
Mort gagee Underwiter for review. The
apprai ser/inspector must review the expense
i nvol ved in adding the thernmal inprovenments and
determ ne what effect the inprovenents will have
on value. This will be done by an on-site

i nspecti on.
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(12-15) 4. In addition, appraisers should estimte any

2)

expected utility cost savings resulting from
energy-rel ated i nprovenents.

5. The appraiser/inspector will bill the | ender for
the inspection, but the fee charged cannot exceed
t hose charged for inspections in the geographica
area. The lender is responsible for paying the
fee appraiser/inspector for this service.

The foll owi ng standards nust be observed:

Thernmal protection for glazing shall be provided for al
habi t abl e heated areas in |ocations having nore than 1001
heati ng degree days annually for electric resistance heat
and for 3501 or nore heating degree days for all other
fuels. This should be effected through the installation of
storm sash, inserts or insulating glass. Storm doors
shoul d be provided for exterior doors in |ocations having
more than 1001 annual heating degree days for electric
resi stance heat and for 3501 or nore heating degree days
for all other fuels. Material and installation may be the
nost econonical |ocally acceptable.

a. Recomendati ons for storm doors need not be made for
doubl e front doors, double French doors, sliding glass
doors or any other door, the dinensions of which
requi re custom nanufacturing which is not generally
avai l abl e or the cost of which would be excessive.

b. Casenent, awni ng wi ndows, and ot her types of sash
havi ng di sconti nued sizes or unusual opening
configurations for which no storminserts are
manufactured and for which the cost of custom



manuf act uri ng woul d be excessive shall not be
i ncl uded.

3) Heating wi nter degree days and sumer cooling hours for
various cities will be found in the "NAHB | nsul ati ng Manual
for Hones and Apartnents." Data for cities and towns not
shown may be estimated by conparison or interpolation, or
may be obtained fromthe | ocal Wather Bureau
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(12-15) 4) Ceiling insulation equal to the follow ng R val ues shall be

reconmended for all habitable heated and cool ed areas as
fol |l ows:
Degr ee Days Type of Energy
Annual El ectric El ectric Al
Heat i ng Resi st ance Heat O her
Degr ee Days Heat i ng Punp Fuel s
0- 1000 19 19 19
1001- 2500 22 19 19
2501- 3500 30 22 22
3501- 6000 30 30 30
6001- 7000 38 38 30
7001 or nore 38 38 38

5) Addi tional insulation shall not be recomended unl ess the
recomended | evel is approximately 3 inches greater than
the existing insulation.

6) Exenption of the ceiling insulation recomendation will be
made for dwellings having flat roofs or other ceiling areas
when installation is determined to be inpractical

7) Doors and wi ndows shall be weather stripped to reduce
infiltration of air when weather stripping is inadequate or
nonexi stent; additional weather stripping is not required
when openings are protected by stormdoors or storm
Wi ndows.

8) Caul k, gasket, or otherw se seal all openings, cracks, or
joints in exterior walls when existing naterials are
i nadequat e.

9) In all instances, the adequacy of attic ventilation nust
be ascert ai ned.

10) The approxi mate thickness of nmineral fiber insulation for



each R value is indicated below. The R value will vary
with different materials, and when | abels or bags are
present, it will appear thereon.

2/ 90
12-40
4150.1 REV-1
(12-15)
| NSULATI ON CONVERSI ON TABLE
EQUI VALENTS
R Val ue Batt or Bl anket Loose Fill
19 51/2 - 6 1/2 Inches 6 1/2 - 8 3/4 Inches
22 6 1/2 I nches 7 - 9 1/2 Inches
30 9 I nches 10 - 11 Inches
38 12 I nches 13 - 17 Inches

11) Crawl space insulation of R-11 or R-19 val ue should be
pl aced beneath all habitable heated areas in |ocations
havi ng nore than 2500 annual heating degree days when
electric resistance heating is used and for areas of nore

than 3500 heating degree days for all other fuels. It is
al so very inmportant that a vapor barrier be placed on the
ground.

12) Upon receipt of a firmapplication where the thernmal
protection reconmendati ons have been nmet or are antici pated
to be net, the nortgagee subnmits paid bills or invoices
i ndicating the cost to the honeowner for weatherization
and/ or energy conservation inprovenents to be installed on
the property. The Mortgage Credit exam ner or DE
underwiter shall add the appropriate cost to the val ue of
the property in accordance with the linmtations cited
heretofore. A new nortgage anount will then be cal cul at ed.
The firmcommtment will reflect the new nortgage anount.
The i nprovenents need not be inspected by HUD. The
commitnent will be conditioned that a nortgagee
certification nust be received to assure HUD that the
thermal protection devices have been properly installed.

13) In the event the inprovenents are not conpl eted and
i nspected prior to firmcomm tnent (but will be made
later), a firmcontract bid by the installer nust be
presented to the Mirtgage Credit exami ner or DE underwiter
for consideration of the contract ampount prior to issuing
the firmconmtnment. The firmcontract price shall also
serve as the anount to escrow should there be any delay in
compl eting the conservation requirenents between firm
conmi t ment and i nsurance endorsement. Form HUD- 92300,
Mort gagee' s Assurance of Conpletion, shall be used where an



escrow is required. |f the inprovenents are not conpleted
within a reasonabl e anbunt of tine, the escrow will be
applied to reduce the | oan principle.
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12-16. WATER AND SEWAGE SYSTEMS. There are three types of water and sewer
systens whi ch may be acceptable to serve a dwelling:

A

A public systemwhich is owned, operated and nmai ntai ned by the
city, county or local unit of government with power of taxation
or assessnent. This systemis nmost preferred for safety and
reliability.

A community system which is a central system owned, operated
and mai ntai ned by a private corporation or a non-profit property
owner s associ ation

1) For both proposed and existing construction comunity water
systens mnust:

a. Have current water supply pernit fromthe local Health
Departnent with evidence that the water supply:

1. Meets State Drinking Water Standards for quality
and

2. Provides sufficient quantity to supply peak
demands in the devel opnent.

b. Be in conpliance with requirenents of the local or
state Health Authority. Deficiencies in the water
system shoul d not adversely affect the health of the
consuners, the acceptability of the quality of the
water for all househol d purposes nor provide for |ess
than the quantity of water required in the
devel opnent.

c. Have organi zati onal documents providing for ownership
and operation which neet requirenents of HUD Handbook
4075.12 Rev. to assure continuity of service at
reasonabl e rates.

d. Private systens operated for profit nust be under
jurisdiction of State Public Uility Conm ssion or
have a Trust Deed of Third Party Beneficiary Agreenent
as per HUD Handbook 4075.12 Rev.

2) A Comunity Sewer System nust:



a. Be in conpliance with requirenents of the Health
Authority having jurisdiction for satisfactory
operation of the sewage treatnment plant and di scharge
of treated wastes
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(12-16)

3)

4)

5)

6)

7)

b. Have capacity in the sewage collection system and
treatnment plant to adequately serve the properties in
t he devel opnent.

C. Have organi zati onal documents which assure continuity
of service at reasonable rates as required in HUD
Handbook 4075.12 Rev.

d. If a private system operated for profit, be regul ated
by the State Public Utility Comnmi ssion or have a Trust
Deed of Third Party Beneficiary Agreenent as specified
i n HUD Handbook 4075.12 Rev.

Farmers Hone Adm ni stration approval of water and/or sewage
systens is sufficient for eligibility on individual cases
where both agencies are invol ved.

Articles of Incorporation and By-Laws for water and

sewer age systens owned by property owner associations or
cooperatively owned systens will also be acceptable for
assuring continued service and reasonable rates if approved
by the Farnmers Hone Admi nistration

Whenever public or community facilities are within a
reasonabl e di stance fromthe property, a connection nust be
made to these utilities. However, if the cost to connect
to it would cause a financial hardship, this requirenent
may be wai ved.

Field Ofices should maintain a list of all approved
community systens for distribution to appraisers and Direct
Endor sement underwriters.

More detail ed i nformati on concerning central water and
sewer systens nmay be found in HUD Handbook 4075.12 Rev.

I ndi vi dual Systens are owned and nmi ntai ned by the honeowner but
subject to conpliance with requirenents of the local or State
heal th authority having jurisdiction

1)

Proposed Construction Properties.

a. I ndi vi dual water supply systens may be acceptabl e when



connection to a satisfactory public or community
systemis not feasible and there is assurance of a
conti nui ng adequat e supply of safe potable water for
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(12-16)

domestic needs and for auxiliary uses, such as |awn
and garden mai ntenance. Possible sources of pollution
of the water fromthe subject and adjoi ning properties
must be consi der ed.

I ndi vi dual sewage di sposal systenms may be acceptabl e
when connection to a public or community systemis not
feasible and the site conditions are such that the

i ndi vi dual system can be expected to function
satisfactorily. Exam nation of nei ghborhood
conditions is necessary to assist in this
determination. Local health departnment approval is
required.

2) Exi sting Construction Properties.

a.

I ndi vi dual wells should be checked to ascertain the

di stance fromthe septic system ease of nmintenance
and repair of the well, and adequacy of the water
pressure. The distance fromthe well to the septic
system must be in accordance with 24 CFR 200.926d (HUD
Handbook 4910.1, Appendix K). A well located within
the foundation walls of a dwelling is not acceptable
except in arctic or subarctic regions. The appraiser
shoul d turn on several cold water faucets in the house
to check water pressure and flow, letting the system
run during the tinme of the inspection. Flushing a
toilet at the sane tine will also reveal any weakness
in water pressure.

I ndi vi dual sewerage systens may be acceptabl e where
soil conditions are satisfactory for proper
installation and absorption of the effluent. After
checking the interior of the house and water pressure,
the apprai ser should then check the outside area for
any evidence of subsurface sewage failure, and/or
evidence of failures in the surroundi ng nei ghborhood.

Fai l ure of individual sewerage systens on adjoining
properties may be cause for rejection of the subject
property due to the health hazards invol ved.

If either systemin the subject property is failing,
the property should be rejected with a requirenent for



a repair proposal acceptable to local and State
authorities and HUD.

e. If the home is not occupied and the systens have not
been in use for several nonths, an inspection of the
sewer age system nust be nade by a State |icensed
sanitation or civil engineer, a State |icensed
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(12- 16)

contractor for sewage di sposal systens or a nenber of
a qualified inspection service to deternmine if the
sewage di sposal systemwas operating in a satisfactory
manner at the time of inspection and if the sewerage
systemis considered adequate to di spose of al
donestic wastes in a manner which will not create a
nui sance or endanger the public health. (If the
system has not been in use for thirty days, a dye test
i s recomrended.)

f. There nust al so be an inspection of the water system
and a certificate froma local health authority or a
St ate EPA approved | aboratory to determine if the
system was operating in a satisfactory manner at the
time of inspection, and if the quality of water supply
nmeets the local health or State drinking water
st andards based on results of:

1. Bact eri ol ogi cal analysis of the water supply
source.

2. Chemi cal analysis of the water supply source
where there is a history of ground water
contamination in the area

NOTE: Only the laboratory nay performthe
sampling. A third party is not acceptable.

3. The wel |l construction nust neet the requirenents
of the health authority.

Suitability of Soil. The soil and subsoil conditions of the
site must be considered. The type and perneability of the soil,
the |l ocation of the water table, surface drainage conditions,
conpaction, and the existence of rock formati ons are anong the
physical features that are inportant in the analysis of the
site. Effects of the adverse features of the adjoining |and
nmust al so be observed.

12-17. SHARED WELLS. To be eligible for consideration for nortgage
i nsurance, any shared well| nust:



Serve existing properties which cannot feasibly be connected to
an acceptable public or community water supply system

Serve proposed construction only if:

1) It is infeasible to serve the housing by an acceptabl e
public or community water system and
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(12-17)

2) The housing is | ocated other than in an area where |oca
officials have certified that installation of public or
adequate comunity water and sewer systens are
econom cal Iy feasible.

Be capabl e of providing a continuing supply of water to involved
dwel ling units so that each existing property sinultaneously
will be assured at |east three gallons per mnute (five gallons
per mnute for proposed construction) over a continuous
four-hour period. (The well itself may have a | esser yield if
pressurized storage is provided in an amount that wll make 720
gal l ons of water avail able to each connected existing dwelling
or 1,200 gallons of water available to each proposed dwelling
during a continuous four-hour period. The shared well system
yi el d should be denonstrated by a certified punping test or

ot her neans acceptable to all agreeing parties.)

Provi de safe and potable water. This nmay be evidenced by a
letter fromthe health authority having jurisdiction or, in the
absence of |ocal health departnent standards, by a certified
water quality analysis demonstrating that the well water
complies with the U S. Environnmental Protection Agency's
National InterimPrimary Drinking Water Regul ations, as set
forth in CFR 40, Subpart B, Section 141.11.

Have a valve on each dwelling service line as it | eaves the well
so that water nmay be shut off to each served dwelling wthout
interrupting service to other properties.

Serve no nore than four living units or properties. |If nore
than four properties will be served by one well, one of the
owner shi p and organi zational alternatives identified in HUD
4075. 12 Rev., paragraph 3b, shall be inplenmented instead of a
shared wel | agreenent.

Be directly connected to the punping energy source (not through
a dwel ling) and energy used for punping nust be separately
nmet er ed.



H. Be covered by an acceptable well-sharing agreenment. Such an
agreenment nust:
1) Be bi ndi ng upon signatory parties and their successors in
title;
2) Be recorded in |ocal Deed Records
3) When executed and recorded, reflect joinder by any
nmort gages hol ding a nortgage on any property connected to
the shared well; and
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(12-1.7) 4) conply with guidance provided bel ow.

The sane agreenent provisions are essential regardl ess of
whet her the well will serve existing or proposed properties.
Provi sions that should be reflected in any acceptable

wel | -sharing agreenent include the foll ow ng:

1) Shall permit well water sanpling and testing by a
responsi ble local authority at any time at the request of
any party.

2) Shall require that corrective neasures be inplemented if
testing reveals a significant water quality deficiency, but
only with the consent of a majority of all parties.

3) Shal | assure continuity of water service to "supplied"
parties if the "supplying" party has no further need for
the shared well system ("Supplied" parties normally
shoul d assume all costs for their continuing water supply.)

4) Shal |l prohibit well water usage by any party for other than
bona fide donestic purposes

5) Shal | prohibit connection of any additional living unit to
the shared well system without:

a. The consent of all parties,
b. Appropri ate anendnent of the agreement, and
c. Conpliance with itenms C through F, above.
6) Shall prohibit any party fromlocating or relocating any
el ement of an individual sewage di sposal systemw thin 50

feet (100 feet for proposed construction) of the shared
wel | .



7)

8)

9)

Shal | establish easenents for all elenents of the system
assuring access and necessary working space for system
operation, maintenance, replacenment, inprovenent,

i nspection, and testing.

Shal | specify that no party may install |andscaping or
i mprovenents that will inpair use of the easements.

Shal | specify that any renoval and repl acenent of
pre-existing site inprovenents, necessary for system
operation, maintenance, replacenent, inprovenent,

i nspection or
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10)

11)

12)

13)

14)

testing, will be at the cost of their owner, except that
costs to remove and repl ace conmon boundary fencing or
wal | s shall be shared equally between or anbng parti es.

Shal|l establish the right of any party to act to correct an
energency situation in the absence on-site of the other
parties. An energency situation shall be defined as
failure of any shared portion of the systemto deliver

wat er upon denand.

Shall permt agreenment amendnent to assure equitable
readj ust ment of shared costs when there may be significant
changes in well punp energy rates or the occupancy or use
of an invol ved property.

Shall require the consent of a mpjority of all parties upon
cost sharing, except in energency situations, before
actions are taken for system nmai ntenance, repl acenent or

i nprovenent.

Shall require that any necessary replacenment or inprovenent
of a systemelenment(s) will at |least restore origina
system perf or mance.

Shal | specify required cost sharing for

a. The energy supply for the well punp;

b. Syst em nai nt enance including repairs, testing,
i nspection and di sinfection;

c. Syst em conponent repl acement due to wear
obsol escence, incrustation or corrosion; and



15)

16)

d. System i nprovenent to increase the service life of
material or conmponent, to restore well yield, or to
provi de necessary system protection

Shal | specify that no party shall be responsible for
unilaterally incurred shared well debts of another party,
except for correction of energency situations. Enmergency
situation correction costs shall be equally shared.

Shall require that each party be responsible for

a. Prompt repair of any detected leak in his water
service line or plunbing system

b. Repair costs to correct system damage caused by a
resident or guest at his property; and
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17)

18)

19)

20)

21)

c. necessary repair or replacenent of the service |line
connecting the systemto his dwelling.

Shall require equal sharing of repair costs for system
damage caused by persons other than a resident or guest at
a property sharing the well.

Shal | assure equal sharing of costs for abandoning all or
part of the shared system so that contanination of ground
wat er or other hazards will be avoi ded.

Shal | assure pronpt collection fromall parties and pronpt
paynment of system operation, maintenance, replacenent, or
i nprovenent costs.

Shal | specify that the recorded agreenent may not be
anmended during the termof a Federally insured or
guar ant eed nortgage on any property served, except as
provided in itens 5 and 11, above.

Shal | provide for binding arbitration of any dispute or

i npasse between parties with regard to the systemor terns
of agreenment. Binding arbitration shall be through the
Anerican Arbitration Association or a sinilar body and may
be initiated at any tinme by any party to the agreenent.
Arbitration costs shall be equally shared by parties to the
agr eement .

12-18. EARTH SHELTERED HOUSI NG

A

Earth sheltered housing can be built under Title 11 to conform



to M nimum Property Standards (MPS). For proposed construction
see HUD Handbook 4151.1. Typically such housing is built on
sloped sites or inrolling terrain. Designs which include
judicious rel ations between buil di ngs and grades should pernit
easy access to existing or proposed streets and conveni ent
access for deliveries, nmaintenance, fire equi pnent and car
par ki ng.

B. Foundation walls and roofs retaining or supporting earth, nust
be designed for the inposed | oads. They nust resist the
penetrati on of noisture.
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(12-18)C. Since a mmjor national goal is the conservation of energy, every
consi derati on nust be given to housing which provides the
possibility that energy use will be reduced. |In addition to
reduced energy costs, there is considerable interest in earth
shel tered housing in areas subject to tornados.

Earth sheltered housing in sone | ocations is obviously
i nappropri ate:

1) In costal areas where wind driven seas would prove a fl ood
hazar d.

2) In fl ood prone areas.

3) In areas having high water tables.

4) In any area where hydrostatic or other forces woul d nake

earth sheltered homes hazardous to life safety.

5) In any area where it is not honobgeneous with other hones in
t he nei ghborhood and is not sited in such a manner which
will lead to its attractiveness and marketability.

D. Earth sheltered housing proposals present a problemin
determning nmarketability and value. generally speaking, a wel
designed, attractive and well sited proposal which provides
anenities commensurate with conventionally built housing and
with an approximately sinilar replacenent cost should, pending
t he devel opnent of market conparabl e data, have an estimated
val ue at | east approximating that of the conventionally built
new housi ng.

12-19. DOVE HOVES. The sane considerations apply to done hones as earth
sheltered honmes insofar as location is concerned. |In order for such
a property to be fully marketable it nmust be located in an area of
other simlar types of construction and blend in with the



12- 20.

12-21.

| andscape.

UREA FORMALDEHYDE FOAM | NSULATI ON.  Since the Consuner Product

Saf ety Commi ssion has been unable to determ ne any absol ute safe

| evel of fornal dehyde exposure, the Departnment does not prohibit the
use or presence of urea fornmal dehyde insulation in single fanmly
residential buildings.

ASBESTOS. Al t hough asbestos has been used in many products in the
past, it is not an easily recognized material. This material nmay be
found anywhere in a home but nmay not be obvious to an appraiser
Wi | e an apprai ser may recogni ze an ashestos shingle roof or
asbestos siding on a house, asbestos used in this manner does not
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(12-23) pose a danger as would be if the material were deteriorating within

the confines of a home. Wiere it is used as an insulation wap for
hot water pipes, it is usually covered and poses no danger. Wen
the material is deteriorating into a fine powder and can be inhal ed,
it may pose a danger to one's health. Also it could be in hidden
areas to which the apprai ser has no access.

Asbest os wrappi ng around hot water pipes in the basenent of a
dwelling is usually found only in very old hones. |If an appraiser
notices this he/she should nmake a note on the appraisal report that
there appears to be asbestos insulation wap around the hot water
pipes. |If there is no obvious deterioration of the asbestos such as
punctures or other damage, it should be left alone. |If there is
obvi ous danmage, the appraiser should require that the pipes be
wrapped with heavy plastic or other appropriate material. The
apprai ser should not require that the asbestos be renoved unless it
is in such a deteriorated condition as to pose a serious health
threat. 1In such a case an asbestos expert nust be enployed to
remove it.
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