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CHAPTER 4. LOCATI ON ANALYSI S
SECTION 1 - NEI GHBORHOOD CHARACTERI STI CS

PURPOSE OF LOCATI ON ANALYSIS. The purpose of Location Analysis is to
identify the characteristics of l|ocation which affect the val ue and
economic |life of a specific property.

GENERAL. The anal ysis of location requires a determ nation of
desirability and utility of the site and the degree and extent to
which the site, by reason of its environnental influences, shares in
the market for conparable and conpetitive sites in the comunity.

The anal ysis of location requires a forecast of the changes likely to
be experienced at the site due to probable future trends. An
apprai sal of the present situation and know edge of the trends which
af fect the valuation of real property is necessary to properly

anal yze the location. The principle of change is fundanental to rea
estate appraising and to the analysis of a location. Value is
created and nodified by econom c, social and governnental changes

whi ch occur outside of the property itself. It is necessary to
predict the direction of the trend and deternine the future effect it
wi || have on property val ues.

COVPETI TI VE LOCATI ONS. Locations are conpetitive when they are
improved with, or appropriate for, residential properties that are
approximately simlar in accomobdations, and are within a sales price
range or rental range that proves acceptable to typical residents or
prospective occupants.

THE METHOD OF ANALYSIS. Each feature of the location is conpared
with the same feature of conpetitive |ocations in the comunity. An
acceptabl e location nust be related to the needs of the prospective
occupants and to the alternatives available to themin other
competitive | ocations.

CONSI DERATI ON I N THE ANALYSI S OF LOCATION. In the anal ysis of

| ocation, no cognizance is taken of the character or quality of the
bui l di ng i nprovenents which exist on the site or which are proposed
in the application for nortgage i nsurance. A vacant site wll,
therefore, have the same | ocation evaluation of quality as an

i nproved site under simlar environnental influences.

ECONOM C TRENDS. Consideration nmust be given to economic trends of
t he nei ghbor hood, such as:

A. Industrial, comercial, agricultural and retail sales activity.

B. Price and wage | evels - purchasing power of individuals.
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C. Enpl oynent.

D. Supply and demand for living units.

E. Taxation |evels.

F. Mortgage interest rates.

G Building costs.

H.  Popul ati on change.

. Activity in the real estate sal es market.

LAND USES. Location Analysis involves a determination of the effect
of actual and potential neighborhood | and uses upon the subject

| ocation. A location which contains the proper bal ance of |and
usage such as residential, comercial, parks, schools and

pl aygrounds, enhances the value and the economic security of a
property. The followi ng are factors which formthe pattern for
present and future | and uses:

A.  Zoning. Appropriate and well drawn zoni ng ordi nances and | and
use controls which receive public approval and are strictly
enforced will provide one of the means of protecting residentia
| ocations from adverse influences that dimnish the desirability
of sites.

B. Protective Covenants. Properly drawn protective covenants have
proved nore effective than zoning ordi nances in providing
protection from adverse environnmental influences; and, when
conbi ned with proper zoning, provide maxi mum|egal protection to
assure that a devel oped residential area will maintain desirable
characteristics, or that a proposed, or partially built-up
nei ghborhood will develop in a desirable manner. The protective
covenants shoul d be superior to any nortgage and shoul d be
binding on all parties and all persons claimng under them

C. ldentification of Inharnonious Land Uses. |nharnonious |and
uses in the neighborhood nust be identified. The present and
long termeffect such uses will have on the market val ue and
economc |life of the subject property nust be defined. The
mar ket val ue and remai ning econonmic life nust reflect these
i nfluences. In situations where the inharnonious | and uses
represent a serious detrinment to either the health or safety of
the occupants or to the econom ¢ security of the property, the
application for nortgage insurance nust be rejected.
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D. Natural Physical Features and Landscaping. Few, if any,
honmeowners are oblivious the favorabl e topographic and site
features such as pleasing view, wooded |ots, broad vistas, and
climatic advantages. Attractive street |ayouts and preservation
of natural attractiveness are characteristics of good
nei ghbor hood design. Streets which have been laid out with
proper regard to drainage, |land contours and traffic flow
increase the desirability of the nei ghborhood.

E. Attractiveness of Nei ghborhood Buil dings. The appeal of a

| ocation is strengthened if the buildings in a neighborhood are
attractive as a group and harnonize with one another and with
their physical surroundings. A pleasing variety that results in
har moni ousl y bl ended properties w thout nonotonous repetition is
desirable. It has been denonstrated that a pleasing variety in
dwel I i ng desi gn need not be sacrificed in nei ghborhoods conposed
of | ow cost housing.

F. Nei ghborhood Character. Mdbility and econonic growth have
conbined to alter neighborhood patterns. Shopping, recreation
pl aces of worship, schools and places of enpl oynent should he
reached with conparative ease. The |essened disparity between
i ncone of professions and trades and of managenent and skill ed
| abor has contributed to a mingling of such families in stable
nei ghbor hoods.

G Character of Neighborhood Structures. In the analysis of this
el ement, the age, quality, obsol escence, and appropri ateness of
typical properties in a neighborhood nust be carefully studied.
These characteristics affect the stability and attractiveness of
the properties in the neighborhood. The analysis nust take into
account the attitude of the user group as well as the
alternative choices available to the specific market under
consi der at i on.

H Effect of Age of Structures. Age of neighborhood structures is
not as inportant as the condition and mai ntenance of the
bui | di ngs, and the anobunt of rehabilitation which has taken

pl ace or is taking place in the neighborhood. |In any case, age
of structures in an area is not a cause for rejection of a
property.

COVWUNI TY SERVI CES. Conmmunity Services include commercial, civic
and social centers. For a neighborhood to remain stable and retain
a high degree of desirability it should be adequately served by

el enentary and secondary school s, nei ghborhood shoppi ng centers,
churches, playgrounds, parks, community halls, libraries, hospitals,
and theaters. Areas occupied by lowincome famlies will ordinarily
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require easier and | ess expensive access to these facilities.

Anal ysis of this feature gives consideration to: quality and
accessibility of schools; quality and accessibility of shopping
centers and quality and accessibility of community facilities such
as churches and recreation centers.

TRANSPORTATI ON. Ready access to places of enployment, shopping
districts and centers, civic and social centers as well as to

adj acent nei ghborhoods in the area is a requisite of nei ghborhood
stability. The transportation requirenents of all nenbers of the
famly nmust be considered. No single nethod of transportation
shoul d be considered to the exclusion of all others:

UTILITIES AND SERVICES. UWilities and nei ghborhood services to be
considered are police and fire protection, tel ephone service,

el ectric, gas, garbage disposal, street |lighting, water supply,
sewage di sposal, drainage, street inprovenments and mai ntenance.
Sone nei ghbor hoods may not have all services, yet acceptability of
this feature may be warranted if the occupants do not consider the
| ack of such services a deficiency too great to be acceptable. In
nost netropolitan areas, subdivisions typically have hard surfaced
streets, concrete curbs, gutters and wal ks. Locations not having
these inprovenents would be at a conpetitive di sadvantage. On the
other hand, in small comunities the predom nant street inprovenents

may be found to be gravel streets, grass swales, and no wal ks. |f
i nprovenents of this type have no adverse effect on narketability
they will be acceptable. In judging this feature a conparison is

made of the extent and quality of utilities, street inprovenents,
and ot her services available with those available in all other
conpetitive nei ghborhoods. The charges for utilities and services
are considered only when they produce advantages or di sadvantages in
the |l ocation as conpared with all other conpetitive locations in the
area. The cost is not considered when it is substantially the same
for all conpetitive nei ghborhoods. The cost of maintaining

i ndi vi dual sewage treatnent and water systens will usually offset
the advantage of |ower nonthly cost of utilities.

SI NGLE | NDUSTRY COVMUNI Tl ES

A. In communities whose econony is dependent on a single industry,
proper underwiting requires a careful evaluation of the
| ong-term econonmi ¢ prospects of the industry, since a finding of
| ong-term econoni ¢ soundness or a degree of risk acceptable to
HUD is required for all Title Il prograns. This problem my be
particularly acute in new conmunities whose single dom nant
industry is based on the exploitation of a natural resource,
e.g., hatural gas, oil, coal, etc., the supply of which may be
limted and, in particular, nay not be sufficient to support the
econony of the area for a period at |east as long as that of a
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typical HUD-insured nortgage. In such areas, there nust be a
careful economic evaluation of the industry's prospects and
probabl e housi ng market inpacts by EMAD and Val uati on Branches
staff.

B. Handbook 4010.1, Definitions, Policy Statenents and Cenera
Rul i ngs, "Conditions Loading to Surplus Housing" is applicable
to these situations

C. Wile Headquarters' referral procedure described for margina
mlitary installations is not required for single-industry
| ocations, nmarket considerations are pertinent in single famly
i ndustry market areas.

STUDY OF FUTURE UTILITY OF PROPERTY.
A.  The study of future utility includes:
1) Sel ection of possible uses;

2) Determ nation of uses in terms of alternative kinds of
possi bl e typical buyers and differing notives of these
buyers; and

3) Rej ecti on of uses which are obviously | ower or higher than
the nmost probabl e uses.

B. The study of the future uses and utility of a particular
property will lead the appraiser to its highest and best use.

NEI GHBORHOOD CHANGE. Residential areas in any city change in
desirability with the passage of a substantial period of tine.
Popul ati on growm h has been one of the nmain causes of the change
which residential districts experience.
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Infiltration of comercial, manufacturing, industrial
enterprises and other nonconforning uses in residentia
sections, and the physical deterioration of buildings in these
sections are other obvious and commopn causes. Consideration
nmust be given to any such factors that cause decline in



desirability and utility of residential districts in order to
devel op the greatest accuracy in valuation estinates.

A. GCentrification. There is a phenonenon which affects some ol der

decl i ni ng nei ghbor hoods whi ch have not experienced heavy
comercial or industrial encroachment and which reverses the
decay and decline in values. This is known as "Gentrification."
It is brought about by the imm gration of people into a
deteriorating or renewed city area. In recent years nany people
have recogni zed the craftsnanship and arti sanship in sone ol der
homes whi ch cannot be found in new nodern hones. Because of the
desirability of these features and the advantage of living in
town close to their places of enploynent, they have purchased
and restored themto their original classic beauty. As nore and
nore people follow suit, the nei ghborhood desirability and

val ues gradually increase to a point whereby the nei ghborhood
becones once again viable and desirable.

B. Covenants and Zoning. Another area of concern to the appraiser
i s the adequacy of existing covenants and zoning. Residential
nei ghbor hoods i n whi ch zoning or covenants are | acking or are
not effectively enforced are often subject to a decline in
desirability.
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MARKETABI LI TY. The demand for homeownership in a nei ghborhood is
directly related to the marketability of the homes within the

nei ghbor hood or conpetitive nei ghborhoods. Data regarding

per cent ages of honeownershi p, vacancies and the marketing tine of
the dwellings in a neighborhood hel ps the appraiser to determ ne the
strength of the demand and the extent of supply.

SMALL COMUNI TIES. There is no particular fornula for use in

apprai sing properties in small comunities. The factors affecting
mortgage ri sk and value are basically the sane as those in | arge
cities, but there are also inmportant differences which nust be
recogni zed by the appraiser to avoid nmaking errors. |t is inportant
to understand that real estate patterns in small comrmunities include
soci al and economi c preferences which are dissinmlar to those
encountered in larger towns and cities. Certain services and
conveni ences desired by the urban dweller are not necessary or
desired by the honmeowner who lives in a small comunity.

A. Small Community Market Preferences. The snmall town may have its
own set of standards. Architectural design, livability, style
of mechani cal equi prent, |ot size and pl acement of structure,
nature of street inprovenents, and all features of the physica
property and environnent nust be judged in the Iight of |oca
acceptance of |ocal standards and |ocal preferences.



B. Rate of Marketability. The rate of marketability nmust be judged
by |l ocal standards. Market depth may be partially dependent
upon the nunber of farmers, ranchers, or pensioners who retire
and ook to the community for hones, and a Iimted nunber of
nerchants and professional persons. This total, conbined with
the second generation popul ace, may increase the demand or serve
to maintain it at a fairly constant level. The sumtotal may be

2/ 90

4150.1 REV-1

(4-15)

4-16.

a nunerically small annual demand for housing. However,
typically this demand nmay be on the market for a rmuch | onger
time before it sells than would be expected in the city, and no
nodest price reduction would cause a qui cker sale.

C. Mbility of People. Another factor is the mobility of people.
I ndustry sonetinmes noves to the small comunity and draws its
enpl oyees fromother snmall comunities in the surrounding area.
| mproved hi ghways and nodern vehicles pernit comruting distances
once consi dered unt hi nkabl e. Shopping facilities in attractive
centers outside the congested urban areas are as convenient to
the small town resident sone mles distant as may be the centra
business district to the urban resident. This wi dens the market
for small town properties. The purchaser may not be confined to
the few categories nentioned above, but may appear from any
point within the comuting radius. Thus, properties within
these towns may then be conpetitive, and market transactions in
one nay be applicable to others.

D. Stagnant or Declining Gowh. The small town in which all
senbl ance of former industrial or comrercial activity is gone
presents different aspects. |Its residences nmay be occupi ed by
retired persons, or families conmuting to enploynent who live in
the town because of the | ow cost of housing. Current
transactions may involve repair or renodeling plans which wll
produce a housing facility at far | ess than current replacenent
costs of equival ent properties. Proposed construction may not
be econonmically feasible as |ong as existing properties are
avai l abl e at very | ow prices.

QUTLYI NG LOCATI ONS AND | SOLATED SI TES. Areas outside of towns and
cities have shared in residential construction activity to a

consi derabl e degree. The segnent of the market interested in buying
in outlying |ocations conpares the advantages and di sadvant ages of

other outlying locations. In many localities the rather strong
appeal of these outlying locations is evidenced by the activity of
the market for properties so located. |In nmost instances, the sites

of outlying properties are larger than the sites of nearby town or
city properties. Some dwellings in outlying |locations are



constructed on wooded sites or on | and where the topography is such
that sone natural protection is afforded agai nst encroachnment by

val ue destroying uses or influences; others are constructed on sites
taken fromagricultural |and. The presence of normal agricultura
use of land in the vicinity of an outlying site will not of itself
constitute a valid reason for finding the property ineligible as
nortgage security.
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horses or having a small hobby farm Provided that the use of the
property such as raising horses or farm ng does not constitute the
primary i ncone of the occupants, such |ocations are usually

accept abl e under Section 203(b) rather than 203(i). Such sites may
be ten acres or nore but are still considered in relation to the
typical size lots in the area

However, if the size of the site is excessive, such as 30 acres in
an area where only ten acres is typical for that purpose, the excess
land is not considered in the appraisal nor included in the
nor t gage.

ACCEPTABLE LOCATI ONS PURSUANT TO SECTI ON 223(e). Any ol der existing
community which is found unaccept abl e because of certain features
adversely affecting its location may be eligible pursuant to Section
223(e). (See HUD Handbook 4260.1 for a comnpl ete di scussion.)

Speci al funds have been appropriated by the Congress for this
program since the insurance of nortgages in such areas constitutes a
hi gher risk than other localities. Therefore, the Chief Appraiser
in each field office should beconme acquainted with and be aware of
such nei ghborhoods so as to assure that the special high risk funds
are used for properties in such areas.

This is not to be confused with "redlining." To redline is to

wi t hhol d hone | oan funds or insurance from nei ghborhoods consi dered
poor econonic risks. HUD does not withhold insurance but rather
desi gnates the insurance fund program which nust be used in
connection with the insuring of loans in these areas.

A.  The purpose of Section 223(e) is to pernmit the use of HUD
nortgage i nsurance in ol der, declining urban areas, in order to
provi de housing for |ow and noderate-inconme fanilies and to
contribute to the upgrading or stabilization of such areas.

B. Environmental factors which render a property unacceptabl e
because of conditions which constitute a danger to the health
and safety of the occupants or to the preservation of the
property are not subject to waiver under Section 223(e).



C. The physical life of the property nust be sufficient to pernmt
the long-term nortgage. The substitution of physical life for
economic life is justified because the Section 223(e) special
ri sk provisions conpensate for those environmental factors which
adversely affect the property, thus pernmitting a nortgage of up
to 30 years (See paragraphs 2-7 and 2-8). At the sane tinme, HUD
shoul d not be insuring | oans on homes that have a high degree of
certainty of failure due to any circunstances.
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CONSI DERATI ON OF GENERAL TAXES AND SPECI AL ASSESSMENTS. Genera
real estate taxes related to specific locations are a recurring
peri odi c expense in the ownership of taxable real property and nust
al ways be taken into account in the estinmate of value. Also,
speci al assessnents of various types are frequently an additiona
expense to the ownership of certain property and when encountered
must simlarly be taken into account.

A.  CGeneral Taxes. |In nost comrunities general tax levels are
fairly well equalized and sales prices and rentals reflect the
effect of the burden. |In other areas, and occasionally because
of differences in contiguous taxing jurisdictions, wde
variations in the level of assessnents for sinilar properties
are encount er ed.

1) In such cases the effect on the cost of ownership and upon
net income expectancy nust be recognized and all narket
data should be carefully scrutinized to ascertain the
differences in prices and rentals which are attributable to
the varying | evel of assessnents.

2) Were the general tax levels are not equalized and narket
data do not reflect uniformy the effect of general taxes,
the data must be adjusted to conpensate for the
di fferences.

LEVEL OF TAXES AND ASSESSMENTS. A deternmination is nade as to the
relative effect of the tax and special assessnent burden upon the
desirability of the Iocation. The el enents considered are:

A.  The Tax Burden. The only concern is to deternmine the relative
advant ages or di sadvantages of the tax burden on the subject
| ocation in conparison with all other conpetitive |ocations.
The wei ght of the general tax burden does not influence the
conclusion if the tax burden on a location is substantially the
same as that borne by conpetitive |ocations

1) The basis of assessnent for taxation purposes, and often



the tax rate itself, may vary for different nei ghborhoods
within a comunity.

2) If the location is in a nei ghborhood which is receiving
preferential treatnent with respect to assessnments or tax
rates and it is believed that the condition will continue,
the beneficial effect will be recognized regardl ess of the
reasons for the condition.

Unassessed Properties. Were the tax burden is unknown, as with
a proposed new building or a newWy constructed building not yet
listed for tax purposes, an estinmate is nade of the probable

t ax.
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The estimate is acconpli shed by conparison with known tax
assessnents for recently assessed sinmilar properties, adjusted
for visible differences in the properties, and by taking into
account any pendi ng change in the general |evel of assessed
val ues or of tax rates.

Speci al Assessnments. Special assessnents are usually inposed to
provide the taxing jurisdiction with funds to pay for, or to
provide a sinking fund to Iiquidate bonds issued to pay for
street inprovenents, sidewal ks, sewers or other utilities which
are for the benefit of the property so assessed. Such

i mprovenents will usually have the effect of increasing the

val ue of the benefited property in a sumat |least equal to their
cost. If special assessnents exist, or if they are in inmediate
prospect, the length of time such assessnments continue as well
as the total paynment required are considered. Even though
speci al assessnent paynents nmay be required for only a few
years, they must be given consideration. A few years of high
speci al assessnents may seriously affect desirability for hone
ownership. A distinction nust be nade, however, between genera
assessnents and prepayabl e assessnents which specifically
benefit the properties assessed. The latter are rarely

obj ectionabl e, since they usually enhance the properties in
proportion to their amount. |In some conmunities each individua
property is nmade security for an entire bond issue and the
property cannot be freed fromthe special assessnment lien unti
the bond issue has been entirely retired.

Because favorable financing is usually obtained when speci al
assessnents are used, the formation of these Districts should
not be discouraged. HUD does not require that where assessnents
are prepayable, they nust al ways be prepaid. Based on the bond
financing, current interest rates, etc., it my be to the
purchaser's advantage not to prepay. This is a decision which
shoul d be left to the purchaser

Since market data may not uniformy reflect the effect of these



assessnents, it may be necessary to adjust the conparables to
conpensate for the differences. The estimate of value is to be
predi cated on fee sinple title unencunbered by the assessnent.
Accordi ngly, where necessary, an adjustnent to reflect the
anount of the special assessnment renaining unpaid will have to
be nmade. For exanpl e:

I ndi cat ed Val ue Wthout Special Assessnent $50, 000
Unpai d Anount of Special Assessnent 5, 000
Esti mated Market Val ue $45, 000

VWere this type of adjustment is nmade, an appropriate notation
shoul d be nade on the URAR
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Non- prepayabl e Assessnment and Benefit Bonds. |t has becone
customary in sonme taxing jurisdictions to finance by the

i ssuance of bonds, installations of street inprovenents,
utilities, public water, or sewage disposal systens. These
bonds differ fromthe usual special assessnment bonds and nore
nearly resenbl e general obligation bonds. ligations of this
type are variously known as Front Foot Benefit Bonds, Revenue
Bonds, or simlar titles. Paynents by property owners of
principal and interest into sinking funds for retirement of
Front Foot Benefit Bonds are usually spread over a |long term of
years and are collected seni-annually or annually with genera
taxes. Paynents for retirenment of Revenue Bonds are custonarily
chargeable to users of water and sanitary facilities; they are
usual |y based upon water consunption, calculated as a percentage
of the water used and collected with water bills. Bonds of
these types usually do not constitute prior |iens against
properties in a lunp sum anmount but only becone a lien for the
anounts of any delinquent paynents. Such assessnents are
usual 'y nonprepayable in fact or because of prohibitive or
costly penalties attached to prepaynent privileges. For these
reasons it is considered unnecessary to reflect the total
amounts of such assessnents in Estimates of Value for insured
nort gage | oan purposes. The annual paynents will be treated in
the apprai sal process as costs of ownership or operation

| mmi nent Assessnents Not Yet Levied. Occasionally, at the tine
of appraisal, public work is inmnent or has been authorized but
the anmpbunt of the inpending special assessnent is not definitely
known and there is reasonable certainty that at the tine of
closing the I oan the assessnent will not have been spread upon
the tax roll. If, in such instances, it is deemed advisable to
predi cate the apprai sal upon the assunption of conpletion of the
proposed work, the anpbunt of its costs will be estimted and



reflected in the Estimate of Value in accordance with the
instructions of Paragraph 4-19c above. The anount of the
estimated assessnment will be noted in the appropriate space so
it can be dealt with upon the assunption that the assessnent
will not be paid off fromthe proceeds of the settlenment, but
will continue as a lien
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only in instances where the property being appraised is subject to
hazards, noxi ous odors, offensive sights or excessive noises to the
poi nt of endangering the physical inprovenents or seriously
affecting the livability of the property, its marketability or the
health and safety of its occupants. Rejection may al so be
appropriate if the future econonmic life of the property is so

short ened by obvi ous and conpelling pressure to a higher use as to
nmake a fairly long termnortgage | oan inpractical. These

consi derations are applicable on an individual case basis, however,
taking into account the needs and desires of the user group to which
the property will appeal. There is no policy which categorically
causes rejection of any property because of proximty to adverse

i nfluences. For exanple, properties should not be rejected sinply
because they abut conmercial use. Sonme commercial uses may be
entirely inoffensive to a specific market segment while other
conmerci al uses may be intolerable. The decision to accept or
reject a property affected by any of the above-cited conditions, or
any other conditions nmust be made on a case-hy-case basis by the
apprai ser who inspects the property and its environnent to determ ne
if the property neets the eligibility criteria, the objectives of
the MPS and the location criteria.

PHYSI CAL ATTRACTI VENESS. The features |isted bel ow are anal yzed to
determ ne the physical conditions of the neighborhood that affect
the physical inmprovenents and the health and safety of the occupants
or influence their pleasure in the appearance of the environment.
The el ements considered in this anal ysis are:

A. Hazards and Nui sances. Physical conditions may be found in sone
nei ghbor hoods that are a hazard to the personal health and
safety of the occupants or may endanger the physica
i mprovenents. Such conditions include unusual topography,
subsi dence, flood, unstable soils, traffic hazards, and various
ki nds of grossly offensive nui sances.

1) Topography. Special hazards are sonetinmes found to result
fromthe peculiar topography of a nei ghborhood.
Marketability is often adversely affected in hillside areas



by the hazards caused by denuded sl opes, soil erosion, and
| and slippages. Earth and nmud slides from an adjoi ning
property, falling rocks, etc., are sonme of the hazards
associated with steep grades and nust be considered in the
eval uati on of the |ocation

2) Subsi dence. Danger of subsidence is a special hazard that
may be encountered under a variety of circunmstances. The
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danger may exi st when buildings are constructed on

uncontrolled fill or unsuitable soil containing foreign
matter such as organic nmaterial. It nmay be present in
certain areas where the subsoil is unstable and subject to
sl i ppage or expansion. In mning areas consideration nust

be given to the depth or extent of mning operations, and
the | ocation of operating or abandoned shafts or tunnels in
order to reach a conclusion as to whether the danger is

i mm nent, probable, or negligible. 1In locations where the
danger of subsidence exists, a specific site will be deened
ineligible unless conplete and satisfactory evidence can be
secured that will establish the probability that any threat
of subsidence is negligible.

OPERATI NG AND ABANDONED O L OR GAS WELLS. Both operating and
abandoned oil and gas wells pose several potential hazards to
housi ng. Hazards include potential fire, spray or other pollution
and expl osion. Accordingly, no dwelling may be | ocated cl oser than

300 feet froman active or planned drilling site; this applies to
the site boundary, not to the actual well |ocation
A, Qperating Wells. Wen operating wells are located in single

famly subdivisions, it is required that no housing be built
within 75 feet of an actual operating well unless mtigation
measures are taken. This is to avoid nui sance during

mai nt enance, to dimnish noise | evels caused by punping and to
reduce the likelihood of contami nation by potential petroleum
spills. Field Ofices should require that operating wells be
fenced and permanently screened by appropriate tall and dense
| andscapi ng.

Abandoned Wl ls. Mst petrol eum produci ng States have specific
required well abandonnent practices, but sone wells have been
abandoned in the past without necessary precautionary actions.
Since it is infeasible for HUD personnel to verify the adequacy
or safety of an abandoned well, a letter fromthe responsible
authority within the State governnent should state that the
specific well in question was safely and pernmanently abandoned.
Where such a letter is provided housing nay be | ocated no cl oser



than ten feet from an abandoned wel|.

Hazards from i nproperly abandoned wel |l s include bl owout and
potential fire. Where a State does not issue a letter as
descri bed, housing nust be |located at |east 300 feet froman
abandoned wel | .

C. Special Case -- Proposed, Existing or Abandoned Wells. In some
geographic areas (Womnming is one) hydrogen sul fide gas may be
emtted frompetrol eum product wells. It is considered a ngjor
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hazard since it is highly toxic and a threat to life and health.
It is heavier than air and tends to fl ow downsl ope, through
val | eys and canyons and can cause deaths before people becone
aware of the problem and can escape. M nimum cl earances from
sour gas wells may be established only after a petrol eum

engi neer's assessnent of risk and cl earance reconmendations are
obt ai ned and concurred with by State authorities responsible for
petrol eumindustry regulation and for public health and safety.

D. Slush Pits. A slush pit is a basin, in which drilling "nud" is

m xed and circulated. The nud is circulated during drilling to
| ubricate and cool the dill bit and to flush away rock cuttings.
Drilling mud normally contains |arge quantities of bentonite,

which is a very expansive soil material, and results in a site
with great soil volunme change potential, which my be very
damagi ng to buil dings. Wenever a building is proposed near an
active or abandoned well, the old slush pit |location should be
determined. After it is located, either all unstable and toxic
materi als should be renoved fromit and the pit filled with
conmpacted selected materials or no dwelling construction nmay be
accepted on a lot that includes any part of a slush pit.

FLOOD HAZARD AREAS.

General . When a property, including any portion of the site, is

| ocated in an area designated as a special flood hazard area, or is
ot herwi se determ ned to be subject to a flood hazard, it shall be
required by special condition on the conditional or firm conmtnent
or DE approval that the nortgagor and nortgagee nust obtain and

mai ntai n, where available, NFIP (National Flood |Insurance Program
fl ood i nsurance coverage on the property during such tine as the
nortgage is insured. Such insurance is required by |aw under the
Fl ood Di saster Protection Act of 1973 with respect to nortgages on
properties insured by HUD. However, if the Ofice Manager
determnes that the inprovenent on a property is located at such a
hi gh el evation that there is no risk of flooding, even though a
portion of the property is located within a special flood hazard



area, be nay exenpt the property fromthe flood insurance
requirenent. This determnation shall only be nmade in those cases
where the building site grade is substantially above the 100-year
frequency water surface el evation and where it is obvious, because
of the location of the property in relation to other properties in
the designated fl ood hazard area, that there is no risk of flooding
i nvol ved. The Manager shall place the burden on the nortgagee and
nmort gagor of establishing the facts necessary to make this

det er mi nat i on.
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(4-23) Properties should be rejected if they are subject to frequently
recurring flooding, or if there is any potential hazard to life or
safety, or if escape to high ground would be infeasible during
severe flood.

A. Extent of Flood |Insurance Coverage Required. The flood
i nsurance to be nmintained shall be in an anmobunt at |east equa
to either the outstandi ng bal ance of the nortgage | ess estinated
| and val ue or the maxi mum anmount of NFIP insurance avail abl e
with respect to the property, whichever is |ess.

B. Designation of Special Flood Hazard Areas. The Federa
Ener gency Managenent Agency (FEMA) is responsible for
determ ni ng special flood hazard areas on a nationw de basi s.
The designation of these areas within a comunity is
acconpl i shed by the issuance by FEMA of a Flood Hazard Boundary
Map. An area of special flood hazard may be desi gnated as Zones
A, AO AH, A1-30, AE, A99, VO, or V1-30, VE or V. Only those
properties within zones "A" and "V' require flood insurance.
Zones "B" or "C' do not require flood insurance because FEMA
designates only "A" and "V' zones as "Special Flood Hazard
Areas."

C. Availability of Flood Insurance. Flood Insurance is available
for all eligible buildings located within participating
conmuni ties.

D. HUD instructions for property appraisals require identification
of whether a property is in a FEMA-nmapped fl ood hazard area. An
Apprai sal Report with positive indication of a property |ocation
in a flood hazard area will trigger a commitnent requirenment for
flood insurance coverage. Under the Direct Endorsenent Program
the nortgagee nust inpose the flood insurance requirenent.

Mort gagees are responsi bl e for checki ng negative indications of
flood hazard areas.

Apprai sers nust be careful to identify special flood hazard
area, and nmamke a requirenent for flood i nsurance where



appl i cabl e because:

1) The nortgagee nmay be surcharged on its nortgage insurance
claimif the default is due to flood damage or destruction
and there is no flood insurance to cover the cost of repair
or replacenent.

2) The nortgagee may | ose its FHA approval

3) The nortgagee nay be subject to an action by a nortgagor
agai nst the nortgagee for negligence.
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4) The property and the nortgagor nay becone ineligible for
Federal | y-admi ni stered di saster assistance |oans or grants.

5) The fee apprai ser may be renoved fromthe fee panel because
of his negligence.

Distribution of FEMA Maps. Field Ofice Managers nust contact
the Federal Energency Managenent Agency, Flood Map Distribution
Center 6930 (A-F) San Tomas Road, Baltinore, MD., 21227-6227 for
copi es of Flood Hazard Boundary Maps and Fl ood | nsurance Rate
Maps. Comunity eligibility information can al so be obtained
fromthis same source. Maps nmay al so be ordered by calling

1- 800- 333- 1363.

Speci al Fl ood Hazard Requirenents.

1) Proposed construction, located or to be located within a
Speci al Fl ood Hazard area, is unacceptable regardl ess of
whet her or not the property is, or will be, covered by
Fl ood | nsurance because HUD does not w sh to encourage
devel opnment in such areas unless mtigation neasures are
adopted. In such cases, Field Ofices should inpl enent
procedures contained in Executive O der 11988.

2) The eligibility of existing properties |located in an area
designated as a special flood hazard area by FEMA will be
determ ned by nmarket attitude and acceptance. Fl ood
insurance will be required of those properties accepted for
nmort gage i nsurance within the designated fl ood hazard areas
as determ ned by FEMNA

3) In a condom nium the Homeowners Association is responsible
for maintaining flood i nsurance on the project as a whole
rat her than each individual unit owner being responsible
for their own unit.



4-24.

4) ot ai ning NFI P Fl ood | nsurance. Persons seeking advice as
to the availability of NFIP flood insurance should be
directed to any State-licensed property insurance broker or
agent in the community, or to the NFIP servicing conpany at
(800) 638-6620 or to any participating "wite your own"
conmpany (WY.Q).

OVERHEAD Hl GH VOLTAGE TRANSM SSI ON LI NES. No dwelling nay be

|l ocated within ten feet of the outer boundary of a Hi gh Voltage
transm ssion |line easement nor may the site be any closer than the
fall distance of a structural tower supporting the lines.
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HEAVY TRAFFIC. Location on streets having heavy or fast traffic

| essens desirability because of noi se and danger and often affect's
the value. Sites backing to freeways or other thoroughfares which
are heavily screened or where traffic is well bel ow grade and
sufficient distance fromthe property nmay not be adversely affected.
If the appraiser feels that there is sufficient noise to affect the
mar ketability of the property, it should be rejected and a cl ear
expl anation provided. Distance alone is not sufficient to reject
the property.

Al RPORT NO SE & HAZARDS. Locations near an airport may be subjected
to the noise and hazard of lowflying aircraft. Therefore,

consi deration nust be given to the desirability of an affected

| ocation in conparison with unaffected |ocations that are inproved
with or are appropriate for conpetitive structures.

A.  Proposed Residential Properties - Noise Zones.

1) I f proposed housing locations lie in an area in which the
noi se factor exceeds 75 decibels, the site should be
rejected and no new residential devel opnent shoul d be
considered in this zone.

2) I f proposed housing locations lie in an area in which the
noi se factor exceeds 65 decibels but not 75 decibels, while
normal |y not acceptable, may be mitigated by appropriate
sound attenuati on measures such as soundproofing, year
around air conditioning, or other treatnent.

3) Where the proposed location lies within an area in which
noi se levels are 65 decibels or |ess, noise should not be a
factor in considering residential devel opnment.

B. Existing Properties. Existing properties are not to be rejected
sol ely because of airport influences if there is evidence of
acceptance in the market. HUD s position is that since the



dwel lings are in use and are expected to continue so in the
foreseeabl e future, their marketability should be the strongest
i ndi cator of their acceptability.

1)

Mar ket Survey. Wien it appears that significant and
substantial changes are occurring, or are likely to occur
in the marketability of properties near an airport, a

compr ehensi ve in-depth market survey will be initiated by
the Chief Appraiser for the information and gui dance of the
Di rector of Housi ng/ Housi ng Devel opnment. This narket
survey will be directed to such facts and opi ni ons as:
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2)

3)

4)

a. Selling prices and rentals of honmes, as conpared with
simlar homes in other areas not subject to this
i nfl uence.

b. Length of tinme properties sold were on the narket, as
conpared with the exposure of similar properties sold
in unaffected areas.

C. Length of time rental properties were unoccupi ed, as
conpared with those in unaffected areas.

d. Nunber of properties for sale or for rent, as comnpared
with other unaffected areas.

e. I ncrease or decrease in sales since previous survey.

This survey should tap any informed sources of information
and shoul d be recorded bl ock by block. It should include
opi ni ons of former owners who have noved fromthe affected
area, or their attorneys, brokers, etc., if the owners are
not available. The reports of the HUD Area Econonist will
be useful in determ ning the potential market demand
created by the airport and related industries.

In the event that these market reports indicate adverse
changes in market attitudes, one copy of the report of the
survey and any supporting data must be forwarded upon

conpl etion to Headquarters, Ofice of Insured Single Fanmily
Housi ng, Val uation and Techni cal Support Branch, for
review, and one copy to the Assistant Regiona
Admi ni strator.

Conti nuing Marketability. The value of individua
properties and their continuing marketability will depend
to a great degree upon the type of planes, the frequency
and timng of flights, the intensity of noise, and other



5)

factors. There will be varying reactions with distance
fromthe airport, and these variances will be recognized in
val ue in accordance with denonstrated market reaction and
evi dence of trend. Also, there will be wi de variances in
the attitudes of different communities or localities, since
some will be much less sensitive to particular types of

di sturbance than will others. This is not peculiar since
simlar attitudes are found with respect to certain
industrial plants, types of highway installation, etc.

Location Analysis. After giving consideration to the
determ nations previously nmentioned invol ving existing
construction, the basic principles of location analysis
will
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6)

1)

be applied in accordance with outstanding instructions.
Consi deration should be given to the foll ow ng:

a. Plans for future expansion of airport facilities and
servi ces

b. Prospective or probable increases in the nunber of jet
or other flights using the field or specific runways.

C. The tim ng of the volune of the flights, (day, night,
etc.).

d. O her factors that may increase the annoyance in given
| ocations in the future.

If such changes are in reasonabl e prospect, as in the case
of plans to I engthen or relocate runways, to enlarge the
airport and build new runways, to increase the nunber of
flights or the weight of planes used, etc., the appraisa
must anticipate any adverse effect that is likely to
result.

Each case will be judged on its own nerits. The effect of
aircraft activity on the desirability of a particul ar

| ocation shall be conpared with other |ocations that are
improved with or appropriate for structures which are
conpetitive with those that are typical of the nei ghborhood
of the subject site.

Ai rport Hazards.

HUD wi Il not accept proposed construction cases and
existing dwellings | ess than one year old if the property



2)

is located within Runway C ear Zones at Civil Airports or
Cl ear Zones or Accident Potential Zone | at Mlitary
Airfields.

Exi sting dwellings nore than one year old are acceptable
provi ded the prospective purchaser acknow edges awareness
that the property is located in a Runway C ear Zone/ d ear
Zone. This acknow edgnent "Notice to Prospective Buyers of
Properties Located in Runway Cl ear, Zones and Mlitary
Airport C ear Zones" nust be used in every instance where
appl i cabl e and shoul d be used without change. A signed
acknow edgnent nust acconpany the application for firm
commitnent. See suggested format on pages 4-24a and 4-24b.
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3)

4)

Applications are not acceptable for existing dwellings if
maj or noderni zation or rehabilitation is involved. Any
proj ect which significantly prolongs the physical |ife of
existing units or increases the density or nunber of people
at the site will render the property unacceptable.

Approved Appraisers, Direct Endorsenent nortgagees and
approved HUD | enders nust all be nade aware of these
requi renents and be provided copies of appropriate maps.
Apprai sers are responsible for identifying properties

af fected and nmust condition acceptance on notification
bei ng provided to the prospective purchaser. Mrtgagees
are responsible for inserting the property address and the
nane of the airport on the Notice. Mrtgagees nust al so
ensure that the prospective purchaser receives the
notification at the time |oan application is initiated.
Copi es of the conpleted notification with the case nunber
i ncluded shoul d be distributed as foll ows:

HUD;

Mort gagees' records;

Pur chaser; and

Real Estate Agent (if appropriate).

o0 ToD

For cases being processed by HUD, the Notice must acconpany
the application for Firm Commtnent.

FI RE AND EXPLCSI ON. The storage or nanufacture of volatile or

expl osi ve products, and other conditions that constitute

extraordi nary exposure to the danger of explosion or conflagration
fromnearby industry, gas lines, or contiguous brush or grass |and,
are hazards that adversely affect value of the dwellings in the

nei ghbor hood.



Locations Near Hi gh Pressure Gas and Liquid Petrol eum
Transportation Pipelines. No part of any residential structure
shall be located less than ten feet fromthe outer boundary of
the pipeline easement of high pressure gas and |liquid petrol eum
transm ssion |lines. Wen new construction or subdivision |and
pl anning is proposed in areas outside the ten foot linmt, but
within an area that extends 220 yards on either side of the
centerline of such high pressure transm ssion |line, the

devel oper shall be required to conmply with the foll ow ng
procedure prior to HUD acceptance of applications for commtnent
on individual properties.
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The devel oper nust provide HUD with a statenent from an

aut hori zed official of a gas pipeline conpany certifying
compliance with each of the follow ng paragraphs of Title 49,
Transportation, of the Code of Federal Regul ations.

1) 192.607 - Initial determnation of class |ocation and
confirmation or establishnment of maxi num all owabl e
operating pressure.

2) 192. 609 - Required study for change in class |ocation

3) 192.611 - Change in class location; confirmation or
revi sion of maxi mum al | owabl e operating pressure.

4) 192.613 - Continuing surveillance practices (identification
and operating nethods used by survey team)

For liquid petroleum certifying that the pipeline conplies with
CFR-195 and all anmendnents thereto.

Pi pel i ne conpani es maintain records of the above, per agreenent
with the Departnment of Transportation as recorded in Federa
Regi ster, Volume 35, Nunber 161, dated August 19, 1970, which
has been previously distributed to all Field Ofices.

The above statenments obtained by the devel oper shall be retained
in the subdivision file.

4-28. SMXKE, FUMES, OFFENSI VE NO SE AND ODORS, AND FAI LI NG SEWAGE SYSTEMS.
Smoke, fog, chenmical funes, noxious odors, stagnant ponds or
mar shes, poor surface drai nage and excessi ve danpness nmay exist to a
degree that is hazardous to the health of nei ghborhood occupants.
O fensi ve noi ses and unsi ghtly nei ghborhood features such as
stabl es, kennels, and nal functioni ng sewage di sposal systens
adversely affect the appeal of the nei ghborhood.



Sewage System Failure. Were individual sewage disposal systens
are involved, an analysis of the location nmust be made to assure
that the area is free fromconditions which adversely affect the
operation of the systens. Consideration will be given to the
type of systens, topography, depth to ground water, soi
perneability and the type of soil to a depth of several feet
bel ow the surface. A check of other, septic systens in the

nei ghbor hood must be made to assure that failures within the

nei ghborhood wi Il not adversely affect the subject property.
Whenever there are instances of doubt concerning the operation
of sewage di sposal systens in a nei ghborhood, the services of
the local health authority should be obtained.
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*NOTE: More detailed information and instructions concerning many
of the foregoing special hazards and nui sances may be found
in HUD Handbooks 1390.2, 1390.4, 4135.1, 24 CFR Part 51 and
24 CFR Part 200. 926.

TERM TES. Term tes can cause serious problems in the wood
structural conponents of a home and in many cases go undetected for
a long period of time. Because the structural integrity of a
bui l di ng can be seriously affected, and the narketability of an

i nfested hone questionable, the Departnent requires assurance, to
the extent possible, that a home is free of any infestation

A.  PROPOSED CONSTRUCTI ON

To protect against decay and termite infestation, builders nust
follow the requirenments in HUD approved | ocal, state or CABO
bui l di ng codes. The builder must specify the type of treatnent
to be used. See USDA Forest Service Home and Garden Bulletin

64, Subterranean Termites-Their Prevention and Control in
Buildings. |If soil treatnment is used, subnmt Form HUD 92052,
Termite Soil Treatnment Guarantee as required by the Conditiona
Conmi t ment/ Di rect Endorsenent Statenent of Appraised Val ue, Form
HUD 92800. 5B

B. EXI STI NG CONSTRUCTI ON

In those parts of the country susceptible to ternite

i nfestation, appraisers nust | ook in areas of the property which
have a potential for ternmite infestation such as the bottons of
out si de doors and frames, wood siding in contact with the ground
and crawl spaces. They should also | ook for nmud tunnels running
fromthe ground up the side of the house. |If there is any
evidence or potential for termite infestation, the appraiser
must make a requirement for an inspection by a reputable,
|icensed termte conpany.
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NOTI CE TO PROSPECTI VE BUYERS OF PROPERTI ES LOCATED I N
RUNWAY CLEAR ZONES AND M LI TARY Al RPORT CLEAR ZONES
(I'n accordance with 24 CFR 51.303(a)(3), notice rmust be given to anyone
interested either in buying an existing HUD property, or using HUD
assi stance to buy an existing property, which is located in either a Runway
Clear Zone at a civil airport or Clear Zone at a nilitary installation.)

The property which you are interested in purchasing at

is located in the Runway C ear Zone/ C ear Zone for

St udi es have shown that if an accident were to occur it is nore likely to
occur within the Runway C ear Zone/ d ear Zone then in other areas around
the airport/airfield. Please note that we are not discussing the chances
that an accident will occur, only where one is nost likely to occur

You should al so be aware that the airport/airfield operator may wish to
purchase the property at sonme point in the future as part of a clear zone
acqui sition program Such prograns have been underway for nany years at
airports and airfields across the country. W cannot predict if or when
this mght happen since it is a function of many factors, particularly the

availability of funds, but it is a possibility.
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We wanted to bring this information to your attention. Your signature on
the space bel ow indicates that you are now aware that the property you are

interested inis located in a Runway C ear Zone/ d ear Zone.

Si gnature of prospective buyer Dat e

Type or print name of prospective buyer

(This notice must be nmaintained as part of the HUD file on this action.)
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