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3 PROPERTY ANALYSI S

3-0 | NTRODUCTI ON

The FHA gui delines for property anal ysis include specific

requi renments to which appraisers nmust adhere for the appraisal to
reflect an accurate valuation that wn:

o denote any deficiencies in the subject property
0 protect HUD s interest in that property

The property anal ysis includes General Acceptability Criteria for
conducting the appraisal to address FHA m ni mum property
requi renents.

3-1 APPRAI SAL REQUI REMENTS

(o]

The apprai ser nust make a conpl ete visual inspection of the
subj ect property - interior and exterior - and conplete the
VC form

The apprai ser nust take photographs that show t he sides,
front and rear of the subject property and all inprovements
on the subject property with any contributory value. A
phot ograph of the street frontage is al so required.

The appraiser is required to submt a single photograph of
each comparable sale transaction in the addenda to the
apprai sal report.

The map of proposed construction nust clearly show proposed
r oadways.

The apprai ser nust provide a copy of a local street map that
shows the | ocation of the property and each conparabl e sale.

If the subject property is proposed construction and the
i mprovenent has not started, the apprai ser should take a
phot ograph that shows the grade of the vacant |ot.

3-2 ANALYSIS OF SITE
For both proposed and existing construction, the appraiser nust
determ ne the present highest and best use for the site,

di sregarding i nprovenents that may exi st or are proposed for the
site. This conclusion serves as the basis of conparison for
estimating the market price of the |and and di scl oses t he extent
to which the existing or proposed building inprovenents are

appropriate or inappropriate for the site. This also forns the
basis for selecting conparable | and sal es.

The apprai ser nust anal yze the site to:

0 establish the basis for conparing the nmarket estimates of
sites in the estimate of replacenment cost of the property
0 determine suitability for the existing or proposed use
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Careful ly consider the topography, suitability of soil, off-site
i nprovenents, easenents, restrictions or encroachnents.

A TOPOGRAPHY

(3-2)

Proper topography and site grading can be inportant el enents
in preventing wet basenents, danp crawl spaces, erosion of
soils, and overfl owi ng sewage di sposal systens. To ensure
proper protection, the appraiser nust anal yze the

rel ati onship of street grades, floor elevations, and |ot
grades. |If the foundation or its bearing soils may be

af fected by seepage or frost, the dwelling is unacceptable
unl ess the surface and subsurface water is diverted fromthe
structures to ensure positive drai nage away fromthe
foundati on.

B. SU TABILITY OF SO L

Consi der the readily observable soil and subsoil conditions
of the site including the type and perneability of the soil,
the location of the water table, surface drainage

condi tions, conpaction, rock formati ons and ot her physica
features that affect the value of the site or its
suitability for devel opnent. Also observe the effects of
the adverse features of the adjoining |and.

C OFF- SI TE | MPROVEMENTS

Consi der the off-site inprovenents adjoi ning the subject
property, including street surface, curbs, sidewal ks, curb
cuts, driveways, aprons, etc., that are not contained within
the | egal boundaries of the site but enhance the narket
acceptance and the use and livability of the property. Al so
consi der these situations:

0 Conpare the subject property with the i mediate
nei ghborhood to deternine the dominant off-site
i nprovenents required by the market. Note any
necessary off-site inprovenents that are not in
exi stence or are proposed for the subject property and
adjust for themin the market val ue.

0 Any proposals for installing off-site inprovenents and
| evyi ng assessnents by the | ocal governing body in the
near future may affect value. These proposals wll
necessitate a commitment condition that requires the
installation of inprovenents and the paynent of the
assessnent before or imrediately after insurance
endor sement .

D. EASEMENTS, RESTRI CTI ONS OR ENCROACHVMENTS

Consi der all easenents, restrictions or encroachnments and
their inmpact on the market value of the subject property and
list themon the appraisal. These factors are often
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di scovered during the survey and title report once the
apprai sal has begun. Performlimted due diligence to
verify the existence of these types of significant liniting
factors. Also record these itens in the URAR which were
considered in the val ue estinmate.

E. ENCROACHVENTS
As a general rule, an encroachment will cause a property to

be ineligible for FHA nortgage insurance. _However, there

are exceptions to this rule and further information can be

found by calling the | ender. The appraiser Shotkd—identify

any of these conditions:
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encroachment of a dwelling, garage, another phys
structure or other inprovenent onto an adj acent
property, right-of-way or utility easenent

encroachrment of a dwelling, garage, another physica
structure or inprovenments on the subject property

encroachrment of a dwelling, garage or another physica
structure into the setback requirenent

An encroachnent nmay be acceptable if the adjoining | andowner
or the | ocal governing authority provides a perpetua

encroachnment easenent that is filed in the County derk and
Recorder's O fice. The Direct Endorsenment under-witer will
handl e is issue under the General Waiver guidelines

3-3 ANALYSI S OF PHYSI CAL | MPROVEMENTS

Anal ysi s of the physical inmprovenents results in conclusions as
to the desirability, utility and appropriateness of the physica
i mprovenents as factors in deternmning nortgage risk and the
ultimate estimte of val ue.

A GRCSS LI VI NG AREA

Gross Living Area is the total area of finished, above-grade
residential space. It is calculated by neasuring the
outside perineter of the structure and includes only
fini shed, habitable, above-grade living space. Finished
basements and unfinished attic areas are not included in
total gross living area. The appraiser nust nmatch the
nmeasur enment techni ques used for the subject to the
conmparable sales. It is inportant to apply this measurenent
techni que and report the building di mensions consistently
because failure to do so can inpair the quality of the
apprai sal report.

B. BASEMENT BEDROOMS, BASEMENT APARTMENTS

As a rul e basenent space does not count as habitabl e space.
I f the bedroom does not have proper light and ventilation
the room can not be included in the gross living area. The
following requirenents apply to the valuation of bel ow grade
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roons:

0 The wi ndowsill may not be higher than 44 inches from
the floor.
0 The wi ndowsill must have a net clear opening (w dth x

hei ght) of at |east 24 inches by 36 inches.

0 The wi ndow shoul d be at ground | evel; however,
conmpensating factors may all ow | ess.

In all cases, use reasonable care and judgnent. |f these
standards are not substantially net, the basenent area
cannot be counted as habitabl e space.

C DESI GN
Design is the cohesive el enent that blends the structural
functional and decorative elenents of a property into a
whole. Wth good design, the property's parts will be in
harmony (each part with all the other parts). The whole property,
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(3-3)
inturn, will be in harnony with its immediate site and environnent.

Because good design is recognized and desired, the econonic
life of properties and nei ghborhoods will be extended and
prices will typically exceed those for properties offering
the sanme nunber of roons and area but |acking good design
This competitive advantage usually continues through the
entire econonic life of the property.

The apprai ser nust recogni ze this denonstrable price
differential and reflect it in the conparative adjustnents
of market data and the final finding of value.

D. CONFORM TY OF PROPERTY TO NEI GHBORHOCD

A residential property with good physical characteristics
may not necessarily be good security for a nortgage | oan
even if it is situated in a good location. The property may
be entirely appropriate at another location, but not inits
actual location. The property may be displ easi ng when
viewed in relation to its surroundings, and it may not
conformin other respects to the nost narketable use in the
particul ar nei ghborhood. Wen deternining the effect of
property-nei ghborhood rel ati onships to marketability,
consider elenments other than sinilarity of physica
characteristics.

Anal ysis of the El enents of Conformty. Analysis of
Conformity requires consideration of Suitability of Use-
Type, Appropriateness of Functional Characteristics, Harnony
of Design and Rel ati on of Expense of Omership to Fanmily
| ncone Level s.



0 Suitability of Use-Type. The term Use-Type refers to
the use for which a dwelling is designed - single-
famly, two-famly, etc. In nost neighborhoods only
one use-type is suitable. In sonme nei ghborhoods,
however, because of their heterogeneous devel opnent,
several use-types may be found suitable.

0 Appropri ateness of Functional Characteristics.
Functional Characteristics refer to the living
facilities provided in a residential property. They
relate to site use and to arrangenent, nunber and size
of roons. Usually well-defined nei ghborhood market
pref erences are observabl e.

Nonconformity may exi st because of the placenent of the
house on the site. Carefully consider any deviation from
the accustoned or accepted placenent to determ ne whether it
adversely affects desirability.

If a site is substantially snmaller than the size typica
t he nei ghborhood, marketability may be limted. The shape
or topography of a particular lot may nake it |ess desirable
than those typical of the area

The nunber, arrangenent and size of roons frequently conform

to definite preferences in given neighborhoods. 1|n sone
| ocalities where one-story dwellings doninate, a two-story
dwel i ng may neet consi derabl e mar ket resistance.
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0 Harmony of Design. Confornity of the exterior design

of a structure with other structures in the i mediate
nei ghborhood is not inportant unless it contrasts

i nharmoni ously with them There may be consi derabl e
variety in the exterior design of dwellings in a

nei ghbor hood and yet each nay present a pleasing
appearance when viewed in relation to its surroundi ngs.
On the other hand, a dwelling may be w thout any
architectural faults and yet clash so violently with
the design of neighboring properties that marketability
may be seriously limted.

0 Rel ati on of Oawnership Expense to Fanmily | ncones.
Fam | ies usually sel ect hones in nei ghborhoods where
typical occupants have financial nmeans sinmilar to their
own. A home that is too costly for these famlies to
purchase or maintain will have limted marketability.

3-4 REMAI NI NG ECONOM C LI FE OF BUI LDI NG | MPROVEMENTS

Because a building is subject to physical deterioration and

obsol escence, its period of usefulness is limted. As a building
deteriorates or becones obsolete, its ability to serve usefu

pur poses decreases and eventually ends. This may occur gradually



or rapidly.
A ECONOM C LI FE VS. PHYSI CAL LI FE

0 The total physical life of a building is the period
fromthe tine of conpletion until it is no longer fit

or safe for use or when maintaining the building in a
safe, usable manner is no |onger practicable.

o] The total econonmic life of a building is the period of
time fromits conpletion until it can no | onger produce
services or net returns over and above a return on the

| and val ue.

Economic life can never be |onger than the physical life,
but may be and frequently is shorter. A structure that is
sound and i n good physical condition with many years of
physical life remaining may have reached the end of its
economic life - if its remaining years of physica
useful ness will not be profitable.

B. ESTI MATI ON OF REMAI NI NG ECONOM C LI FE
In predicting the remai ning economic life of a building,
consi der these factors:

0 the econom ¢ background of the community or region and
the need for accommpdations of the type represented

0 the rel ationship between the property and the i medi ate
environnment the architectural design, style and utility
froma functional point of view and the |ikelihood of

obsol escence attributable to new inventions, new

mat eri al s and changes in tastes

0 the trends and rate of change of characteristics of the
nei ghbor hood and their effect on | and val ues
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0 wor kmanshi p, durability of construction and the rate
wi th which natural forces cause physical deterioration

0 the physical condition and probabl e cost of maintenance
and repair, the maintenance policy of owners and

occupants and the use or abuse to which structures are

subj ect ed

C END OF USEFUL LI FE OF BUI LDI NG | MPROVEMENTS
The useful life of a building has cone to an end:

0 when the building can no | onger produce annual income
or services sufficient to of fset maintenance expense,

i nsurance and taxes to produce returns on the val ue of

the | and



AND
0 when rehabilitation is not feasible

The inprovements on the lot at the tinme have no nore val ue
than the anmpbunt obtainable froma purchaser who will buy
them and renove themfromthe site.

3-5 CODE ENFORCEMENT FOR EXI STI NG PROPERTI ES

Local municipalities design |ocal housing code standards;
therefore, enforcenment of such housing standards rests with the
| ocal authority. HUD does not have the authority or the
responsibility for enforcing | ocal housing codes except for

nort gages on properties to be insured under Section 221(d)(2)-a
programwith nortgage linmts at $36,000. Loans insured under
Section 221(d)(2) of the National Housing Act require code
enforcenment. The appraiser should contact the |l ender for further
instructions if the nortgage is to be insured under Section
221(d)(2).

3-6 CGENERAL ACCEPTABI LI TY CRI TERI A FOR FHA- | NSURED MORTGAGES
These criteria define standards for existing properties to be
eligible for FHA nortgage i nsurance. Underwriters bear primary
responsibility for determining eligibility; however, the

apprai ser is the on-site representative for the | ender and
provides prelimnary verification that these standards have been
net. Many of the requirenments are technical and beyond the
expertise of the appraiser. They are presented here for
reference, and the appraiser's responsibility is noted by
category.

These criteria formthe basis for identifying the deficiencies of
the property that the appraiser nust note in the VC formand that
nmust be addressed by the | ender before closing. Wen exam nation
of existing construction reveal s nonconpliance with the Genera
Acceptability Criteria, an appropriate specific condition to
correct the deficiency is required if correction is feasible. |If
correction is not feasible and conpliance can be effected only by
maj or repairs or alterations, the lender will reject the
property. The appraiser is only required to note conditions that
are readily observabl e.

As- Repai red Appraisal. The appraiser prepares the valuation "as-
repai red" subject to the conditions noted on the VC form Those
items not listed on the VC will formthe basis of conparison to
conpar abl e properties for physical conditions.
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Required repairs are limted to those repairs necessary to
preserve the continued narketability of the property and to
protect the health and safety of the occupants.

Def erred Mai ntenance. Any operable or useful elenent that will



have reached the end of its useful life within two years shoul d
be replaced. Wth respect to such deferred nmai ntenance itens,
exerci se good judgnment in requiring repair.

Repl acenment Because of Age. |If an elenent is functioning well,
do not recomrend repl acenent sinply because of its age.

> If the septic system shows evidence of failure because of
age, reconmend a specific inspection

Val uati on Conditions. The Valuation Conditions Formand its
protocol help the appraiser evaluate the standards required by
the General Acceptability Criteria. The criteria are described
bel ow. The apprai ser nmust ascertain if the condition called for
exists and mark yes if it does.

> If the observed deficiencies exist, mark "YES" in the
appropriate location on the Valuation Conditions Form
condition the appraisal on the requirenment for repair or
further inspection and prepare the appraisal "as-repaired”
subject to the satisfaction of the condition

The foll owi ng guidelines are HUD s General Acceptability Criteria
for existing properties. They provide general guidance for
determining the property's eligibility for FHA nortgage

i nsurance. For instructions on filling out the VC form see the
protocol in Appendix D

A GENERAL ACCEPTABI LI TY CRI TERI A

These m ni mum requirenments for existing housing apply to
existing buildings and to the sites on which they are
| ocated. The buil dings may be:

det ached

seni det ached

mul ti pl ex

row houses

i ndi vi dual condom ni umunits

O O0OO0OO0Oo

These requirenents al so cover the inmedi ate site environnent
for the dwelling, including streets, other services and
facilities associated with the site.

1. Subj ect Property

The subject property nmust be adequately identified as a
single, marketable real estate entity. However, a
primary plot with a secondary plot for an appurtenant
garage or for another use contributing to the
marketability of the property will be acceptable if the
two plots are contiguous and conprise a readily
mar ket abl e real estate entity.
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(3-6) 2. Hazar ds

The property nmust be free of all known hazards and
adverse conditions that:

0 may affect the health and safety of the occupants
0 may affect the structural soundness of the

i mprovenent s
0 may inpair the custonmary use and enjoynent of the

property

These hazards include toxic chem cals, radioactive
mat eri al s, other pollution, hazardous activities,
potential danmage fromsoil or other differential ground
novenents, ground water, inadequate surface drainage,
fl ood, erosion, excessive noise and other hazards on or
off site.

> If the property neets the acceptability guidelines
in the VC protocol (Appendix D), quantify the
deficiency's inpact in the property valuation

> If the property does not neet the acceptability
gui delines, note the appropriate hazard in VC-1 and
expl ai n.

In the appraisal of new and proposed construction
speci al conditions may exist or arise during
construction that were unforeseen and necessitate
precautionary or hazard nmitigation nmeasures. HUD will
require corrective work to mtigate potential adverse
effects fromthe special conditions as necessary.
Speci al conditions include:

0 rock formations

0 unstabl e soils or slopes

0 hi gh ground water |evels

0 springs

0 other conditions that nay have a negative effect

on the property val ue

The buil der must ensure proper design, construction and
satisfactory performance when any of these issues are
present.

For specific instructions about noting this information
inthe VC form see VC-1 in the protocol (Appendix D).

3. Soi | Contani nati on
a. Septic and Sewage
If a septic systemis part of the subject
property, the apprai ser nust determ ne whether the

area is free of conditions that adversely affect
the operation of the system Consider the
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fol | owi ng:

3-8

0 the type of system

0 t opogr aphy

0 depth to ground water

0 soil perneability

0 the type of soil to a depth several feet
c

bel ow t he surface

If in doubt about the operation of sewage di sposa
systens in the neighborhood, mark "YES" in VC 2,
condition the appraisal on further inspection and
prepare the apprai sal "as-repaired" subject to
satisfaction of the condition.

The I ender will contact the | ocal health authority
or a professional to determine the viability of
the system

b. O her Soil Contam nants

The foll owi ng conditions may indicate unacceptabl e
| evel s of soil contami nation: pools of |iquid,
pits, ponds, |agoons, stressed vegetation, stained
soils or pavenent, druns or odors.

> If there is evidence of hazardous substances
in the soil, require further inspection. Mark
"YES" in VC-2, condition the appraisal on
further inspection and prepare the appraisa
"as-repaired" subject to the satisfaction of
condi ti on.

C. Under ground Storage Tanks

During the site inspection, the appraiser nust
wal k the property and search for readily
observabl e evi dence of underground storage tanks.
Evi dence woul d include fill pipes, punps,
ventilation caps, etc.

> If there is evidence of underground storage
tanks, require further analysis. Mark "YES'
in VG2, condition the appraisal on that
requi renent and prepare the appraisal "as-
repaired" subject to the satisfaction of the
condi ti on.

Dr ai nage
The site nust be graded to provide positive drai nage

away fromthe perinmeter walls of the dwelling and to
prevent standing water on the site. Signs of

i nadequat e draini ng include standing water proximate to
the structure and no mtigation neasures such as
gutters or downspouts.



For specific instructions about noting this information
in the VC form see VC-3 in the protocol (Appendix D).

> |f drainage is inadequate and needs i nprovenent,
mark "YES" in VC-3, nake a repair requirenent,
condition the appraisal on that requirenent and
prepare the appraisal "as-repaired" subject to the
satisfaction of the condition.
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(3-6)5. Water Supply And Sewage Systens
Each living unit nmust contain the foll ow ng:

0 donestic hot water

0 a continuing and sufficient supply of potable
wat er under adequate pressure and of appropriate
quality for all househol d uses

0 sanitary facilities and a safe nmethod of sewage
di sposa

Connection rmust be nmade to a public water/sewer system
or a community water/sewer system if connection costs
to the public or conmunity system are reasonabl e (3% or
|l ess of the estimated value of the property). |If
connection costs exceed 3% the existing on-site
systens will be acceptable provided they are
functioning properly and neet the requirenents of the
| ocal health departnent.

> If the correction is feasible, require connection
Mark "YES" in VC-4, condition the appraisal on the
requi renent and prepare the appraisal "as repaired"”
subject to the satisfaction of the condition

a. I ndi vi dual Water Supply and Sewage Di sposa
Syst ens

If water and sewer systens are not connected to
public systens, the water well and/or septic system
must meet the requirements of the |local health
authority with jurisdiction. |If the |loca
authority does not have specific requirenents, the
maxi mum cont am nant | evel s established by the
Envi ronnmental Protection Agency (EPA) will apply.
If the authority is unable to performthe water
quality analysis in a tinmely manner, a private
commercial testing l|aboratory or a |licensed
sanitary engi neer acceptable to the authority may
take and test water sanples.

0 Each living unit rust be provided with a sewage
di sposal systemthat is adequate to di spose of
all donestic wastes and does not create a
nui sance or in any way endanger the public



heal t h.

0 I ndividual pit privies are permtted where such
facilities are customary and are the only
feasi bl e neans of waste disposal and, if they
are installed in accordance with the
recomendati ons of the |ocal Departnent of
Heal t h.

> If there is a well or septic systemon the
property, mark "YES' in VC4, condition the
apprai sal on further inspection by the |ender
and prepare the appraisal "as-repaired" subject
to satisfaction of the condition

A donestic well nust be a mininmumof 50 feet froma
septic tank, 100 feet fromthe septic tank's drain
field and a m ninum of 10 feet from any property
I'i ne.
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> Clearly show the location of private wells and
septic systens on the site sketch and note the
di stance between the two.

b. Unacceptabl e Conditions
The following water well conditions are
unaccept abl e and nust be noted in VC 4:

0 mechani cal chl ori nators

0 water flow that decreases noticeably when
si mul taneously running water in severa
pl unbing fixtures (the well may not be able to
provi de a continuous, adequate supply of
wat er)

0 properties served by dug wells unless a
conpl ete survey conducted by an engi neer was
delivered to the | ender and subsequently given
to the appraiser

0 properties served by springs, |akes, rivers or
cisterns (3-6)

To be consi dered acceptable, the engineer's survey
must include these itens:

0 a health report with no qualifications
0 i ndication that an inoperative well was cased,

seal ed and capped with concrete to a depth of
at |least 20 feet
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0 a punp test indicating a flow of at |east 3-5

gall ons per mnute supply for an existing

well, and 5 gallons per mnute for a new well
0 an acceptabl e septic report
0 no i ndication of exposure to environnenta

cont am nati on, nechanical chlorination or
anything el se that adversely affects health
and safety

> If these requirenents for individual wells or
septic tanks are not met, note themin VC-4 and
prepare the apprai sal "as-repaired" subject to
further inspection.

The I ender will require the engineer's follow up
report and will arrange for any
required corrective neasures.

6. Wbod Structural Conponents: Termites

Termites can cause serious problens in the wood
structural conmponents of a house and may go undetected
for a long period of time. FHA requires maxi num
assurances that a honme is free of any infestation. A
pest inspection is always required for

3-11
4150.
0 any structure that is ground |eve
0 any structure where the wood touches ground

Structures in a geographic area with no active ternite
infestation may not require a pest inspection
However, the appraiser nust always note:

0 any infestation
0 any danmage resulting from previous infestation
0 whet her damage frominfestation has been repaired

or is in need of repair

observe all areas of the property that have potenti al
for termte infestation, including the bottons of
exterior doors and franes, and wood siding in contact
with the ground and crawl spaces. Exanine nud tunnels
running fromthe ground up the side of the house for
possi bl e evidence of ternmite infestation

> |f there is any evidence of termte infestation
require an inspection by a reputable |icensed
termte conmpany. Mark "YES'" in VG5, condition the
apprai sal on the requirenent and prepare the
apprai sal "as-repaired" subject to the satisfaction
of the condition.



For specific instructions on noting this information in
the VC Form see VC-5 in the protocol (Appendix D).

7. Streets

Each property nust be provided with safe and adequate
pedestrian and vehi cul ar access froma public or
private street. Private streets nust be protected by
per manent recorded easenents and have joi nt mai nt enance
agreenments or be owned and numi ntai ned by a HOA

Al'l streets nust provide all-weather access to al
bui l dings for essential and energency use, including
access for deliveries, service, maintenance and fire
equi prrent. FHA defines all-weather surface as a road
surface over whi ch enmergency vehicles can pass in all
types of weather. Streets nust either be:

0 dedi cated to public use and mai nt enance
OR

0 retained as private streets protected by permanent
recorded easements (when approved by HUD)

> If these requirenents are not nmet, mark "YES" in
VC-6 and prepare the apprai sal "as-repaired"
subject to the correction of this deficiency.
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(3-6) 8. Def ecti ve Conditions
A property with defective conditions is unacceptable
until the defects or conditions have been renedi ed and
the probability of further danage elim nated.
Def ective conditions include:

0 defective construction

o] poor wor krmanshi p

0 evi dence of continuing settlenent
0 excessi ve danpness

0 | eakage

0 decay

o] termites

0

other readily observable conditions that inpair
the safety, sanitation or structural soundness of
the dwelling

The itenms outlined in VC-7: Structural Conditions, are
neant to alert the appraiser and the | ender to the
possibility of defective conditions. These itens are
readily identifiable characteristics that could
i ndi cate one of the defective conditions.

9. Ventil ation
Natural ventilation of structural space - such as



attics and crawl spaces - nust be provided to reduce
the effect of excess heat and noisture that are
conduci ve to decay and deterioration of the structure.
Al attics nust have ventilation to all ow noisture and
excessive heat to escape. The appraiser nust check the
attic areas to deternine whether the ventilation is
adequat e.

> |f ventilation is not provided, make a condition
for repair, mark "YES' in VC7 and prepare the
apprai sal 'as-repaired" subject to the satisfaction
of the condition.

10. Foundati ons

Al'l foundations nust be adequate to withstand al
normal | oads inposed. Stone and brick foundations are
acceptable if they are in good condition. The
apprai ser must review the conditions in VC-8 for
evi dence of conditions that could indicate safety or
structural deficiencies that may require repair.

> If the foundation is deficient, mark "YES' in VC 8
and prepare the appraisal "as-repaired" subject to
the repair of the deficiencies.

11. Crawl Space

To ensure agai nst conditions that could cause the
property to deteriorate and seriously affect the
mar ketability of the property, it is required that:
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(3-6) 0 There nust be adequate access to the crawl space;
the apprai ser nust be able to access the craw

space for inspection. Access is defined as ability

to visually examne all areas the crawl space

Specifically, the mnimmdistance is 18 inches.

0 The floor joists nust be sufficiently above ground
| evel to provide access for naintaining and
repairing ductwork and pl umbi ng.

0 The crawl space nust be clear of all debris and
trash and nust be properly vented.

0 The crawl space nmust not be excessively danp and
must not have any water ponding.

> |f these requirenents are not net, mark ' YES" in
VC-8 and prepare the appraisal "as-repaired"
subject to repair of the deficiency.

12. Roof
The covering nust prevent noisture fromentering and
nmust provide reasonable future utility, durability and



therefore

econony of maintenance. Wen re-roofing is needed for
a defective roof that has three |l ayers of shingles, all
ol d shingles nmust be rempved before re-roofing. The
details of the process are provided in the protocol

The apprai ser nust observe the roof to determ ne
whet her the deficiencies present a health and safety
hazard or do not allow for reasonable future utility.
The appraiser is only required to note readily
observabl e condi tions.

> If the roof is deficient, mark "YES' in VC9 and

prepare the appraisal "as repaired" subject to the
repair of the deficiency.

Flat roofs typically have shorter |ife spans and
require inspection.

> If there is a flat roof mark "YES' in VC-9 and

prepare the apprai sal "as repaired" subject to
further inspection.

13. Mechani cal Systens
These are the requirenments for mechani cal systens:

and econony

0 must be safe to operate
0 nmust be protected fromdestructive el enents
0 must have reasonable future utility, durability
0 must have adequate capacity and quality
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(3-6) The apprai ser nust observe the systens in VC 10 and

determine if any of the conditions do not neet the
above stated criteria.

> If the systens require repair, mark "YES

condition the appraisal on the repair or further
i nspection and prepare the apprai sal "as-repaired"
subject to the satisfaction of the condition

in VC 10,

> If systens could not be operated due to weather

conditions, explain that in VC 10, condition the
apprai sal on assuned functionality, and nake a note
of this condition on the Honebuyer Summary - Part 3
of the Conprehensive Val uati on Package.

14. Heating
Heating nust be adequate for healthful and confortable

iving conditions:

0 Dnel 1'i ngs that use wood-burning stoves or sol ar

systens as a primary heat source nmust have
permanently installed conventional heating systens



that can maintain a tenperature of at |east 50
degrees F. in areas containing plunmbing systens.
These systens nust be installed in accordance wth
the manuf acturer's recomendati ons.

0 Properties with electric heating sources nust have
an acceptable electric service that neets the
general requirements of the I ocal rnunicipa
st andar ds.

o Al water heaters nust have a non-adjustable
tenmperature and pressure-relief valve. If the
water heater is in the garage, it nust conply with
| ocal buil ding codes.

o All non-conventional heating systens - space
heaters and others - nust conply with | oca
jurisdictional guidelines.

Sol ar energy systens are di scussed in Appendi x B

15. Electricity

El ectricity nmust be available for lighting and for
equi prent used in the living unit. Refer to the
specific instructions in the protocol (Appendix D) for
determ ni ng adequate electricity.

16. O her Health And Safety Deficiencies
The apprai ser nust note and make a repair requirenent
for any health or safety deficiencies as they relate to
the subject property, including:

br oken wi ndows, doors or steps
i nadequat e or bl ocked doors
steps wi thout a handr ai

ot hers

O oO0o0oo
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The apprai ser nust operate a representative nunber of
wi ndows, interior doors and all exterior and garage
doors, as well as verify that the electric garage door
operator will reverse or stop when net with resistance
during cl osing.

If conditions exist that require repair, mark "YES" in
VC- 11 and prepare the appraisal "as-repaired" subject
to the satisfaction of the condition

17. Lead-Based Paint And O her Hazards
If the home was built before 1978, the appraiser should
note the condition and | ocation of all defective paint
in the home. Inspect all interior and exterior
surfaces - wars, stairs, deck porch, railing, w ndows
and doors - for defective paint (chipping, flaking or



peeling). Exterior surfaces include those surfaces on
fences, detached garages, storage sheds and ot her
out bui | di ngs and appurtenant structures.

> If there is evidence of defective paint surfaces,
condition the appraisal on their repair, mark "YES"
in VC-12 and prepare the apprai sal "as-repaired"”
subject to the satisfaction of the condition

For condominiumunits, the apprai ser needs to inspect
only the exterior surfaces and appurtenant structures
of the unit being apprai sed and address the overal
condi ti on, mai ntenance and appearance of the
condom ni um proj ect .

> I f the condom nium project was built before 1978
and shows signs of excessive deferred maintenance
or defective paint, mark "YES' in VC 13 and prepare
the appraisal "as-repaired" subject to the
sati sfaction of the condition.

B. OTHER CRI TERI A
There are other eligibility criteria that are not part of
the VC form The lender bears primary responsibility for
t hese; however, they are provided here so that the appraiser
may reference themif questions arise during the property
i nspection.

1. Party O Lot Line Wal

There nust be adequate space based upon market
acceptability between buildings to pernit naintenance
of the exterior walls for detached hones.

2. Service And Facilities

Trespass. Each living unit must have the capacity to
be nmi ntai ned individually w thout trespassing on
adj oi ning properties.

Uilities. Uilities must be independent for each
living unit except that common services - water, sewer
gas and electricity - nay be provided for living units
under a single nortgage or ownership.

0 Each unit nust have separate utility service shut-
of f s.
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(3-6) 0 Each unit nust have individual neters.
0 For living units under separate ownership, conmon

utility services may be provided fromthe mnain
service to the building line when protected by an
easenent or covenant and nmi ntenance agreenent
acceptabl e to HUD.



0 I ndividual utilities serving a unit nust not pass
over, under or through another unit, unless:

- Provi si ons have been nade for repairing and
mai ntaining those utilities wthout trespassing
on adj oi ning properties.

OR

- An easenent of covenant is nade for permanent
right of access for naintenance and repair of
utilities.

0 If a single drain line in the building serves nore
than one unit, the building drain clean-outs nust
be accessible fromthe exterior

0 O her facilities nmust be independent for each
living unit, except common services, such as

| aundry and storage space or heating, may be
provided for two-to-four-living-unit buildings
under a single nortgage.

Dedi cation. Utilities nust be | ocated on easenents
that have been permanently dedicated to the | oca
governnment or appropriate public utility body. This
informati on must be recorded on the deed record so that
the utility services match the easenent.

3. Non- Resi dential Use Design Linmtations

A qualified property nust be predom nantly residentia
in use and appearance. Any nonresidential use of the
property nust be subordinate to its residential use,
character and appearance. A property, any portion of
whi ch is designed or used for nonresidential purposes,
is eligible only if the type or extent of the

nonresi dential use does not inpair and/or renove the
property's residential character and appearance.

4. Access Onto Property

Access to the living unit nust be provided w thout
passing through any other living unit. Access to the
rear yard nust be provided without passing through any
other living unit. For a rowtype dwelling, the access
may be by an alley, easenent or passage through the
dwel I'i ng.
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4150.

(3-6)5. Space Requirenents



Each living unit nust have the space necessary to
ensure suitable living, sleeping, cooking and dining
acconmodati ons and sanitation facilities.

6. Bedr oom Egr ess

Al'l bedroonms nust have adequate egress to the exterior
of the hone. |If an enclosed patio (solid walls) covers
the bedroom wi ndow, it is possible that the bedroom
won't qualify as a habitable bedroom Security bars
are acceptable if they conply with local fire codes
Cccupants of a bedroom nust be able to get outside the
hone if there is a fire.

7. Energy Efficiency

For new and proposed construction and properties |ess
than one year old, all detached one- and two-famly
dwel i ngs and one-fanily townhouses not nore than three
stories in height nmust conply with the CABO Mde
Energy Code, 1992 Edition, Residential Buildings,
except for sections 101.3.1, 101.3.2, 104 and 105.

These sections remain:

0 Section 101.3.2.2, H storic Buildings

0 The Appendi x

0 HUD | nternedi ate MPS Suppl enment 4930. 2 Sol ar
Heating and Domestic Hot Water Systens, 1989
edition

Val uati on procedures for solar energy systens can be
found in Appendi x B. 3.

C. CONDI TI ONS NOT REQUI RI NG REPAI RS

Conditions that do not ordinarily require repair include any
surface treatnent, beautification or adornment not required
for the preservation of the property.

These are sone exanpl es

o0 A wood floor's finish that has worn off to expose the
bare wood nmust be sanded and refinished. However, a
wood floor that has darkened with age but has an
acceptabl e finish does not need polishing or
refini shing.

0 Peeling interior paint and broken or seriously cracked
pl aster or sheetrock require repair and repainting, but
pai nt that is adequate though not fresh does not need
to be redone.

0 M ssing shrubbery or dead grass on an existing
property does not need to be replaced.

o0 Ceaning or renoving carpets is required only when
they are so badly soiled that they affect the
livability and/or marketability of the property.
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0 Installing paved driveways or aprons should not be
required if there is an otherw se acceptabl e surface.

o Installing curbs, gutters or partial street paving is
not required unless assessnment for the sane is
i i nent .

0 Conplete replacenent of tile floors is not necessary
if some tiles do not match, etc.

Avoi d unnecessary requirenents because they increase housing
cost wi thout adding any basic anenities to the property.

D. REPAI R CONDI TI ONS FOR NEW PROPOSED CONSTRUCTI ON

The apprai ser nust devel op the cost approach for new or
proposed construction and the nornal site devel opnent costs
must be included in the ot value. Were unusual cuts,
fills, retaining walls, etc. are necessary to prepare the
site for the proposed building inprovenents, estimate the
anount by which the cost of the work exceeds the cost of
preparing typical sites for simlar structures fromthe
Marshal |l and Swi ft Cost Handbook. This estinmate suppl enents
the estimate of the replacenent cost of building
i nprovenent s.

o Wien estimating the narket price of a site with unusua
site characteristics that nust be corrected, assune
that the site is in the condition that will exist after
the corrective work is conmpleted. Disregard the cost
of the treatnent, but use the value of the inproved
site in the estimte of the replacenent cost of the

property.
0 Use the suppl emental cost estimate to:

- determne the extent to which the replacenent cost
of the property will exceed the cost of a

substitute property produced by constructing

identical inprovenments on a typical site

- i ndi cate the extent to which value may be |ess
than the replacenent cost for that part in excess
of the cost of preparing the typical site

o0 Do not include the cost of treating unusual site
characteristics in the estinmate of replacenment cost of
buil ding i nprovenents. It is necessary to avoid
including both the effect of site treatnent and the
cost of the work in the estimate of replacenent cost of
the property.
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