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HOUSING REHABILITATION POLICIES AND GUIDELINES
Alabama Community Development Block Grant Program

The housing rehabilitation program funded wholly or partially through the Community Development Block Grant (CDBG) Program shall be carried out in accordance with locally established plans, policies, and procedures. Housing rehabilitation programs are generally complicated and if not properly administered can very easily become the subject of local criticism and incur compliance findings from the State and Federal governments. The adoption of plans, policies, and procedures by the community will insure the implementation of housing rehabilitation programs in a systematic and consistent manner and reduce the risk of compliance findings.

The ADECA has developed the following policies and guidelines for the housing rehabilitation programs funded from the State’s CDBG program. The State requires that these policies and guidelines be addressed by applicants undertaking CDBG housing rehabilitation projects. The applicant’s rehabilitation policies shall be received by the ADECA as part of the special conditions prior to any actual rehabilitation work being done. The applicant’s rehabilitation standards proposed in the policies shall not be less than the standards specified in the application.
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HOUSING REHIBILITATION POLICIES

Any community conducting a CDBG housing rehabilitation program shall incorporate the intent of the following policies in the design and implementation of its rehabilitation program.

1.
The local community rehabilitation program shall aid in the stabilization of existing neighborhoods and/or conservation of existing housing stock.

2.
The rehabilitation program assistance shall not be restricted so as to exclude very low income and minority households.

3.
The rehabilitation program design relating to selection of beneficiaries shall give additional consideration to needs of households with very young, elderly, and handicapped persons.

4.
The rehabilitation program, to the extent possible, shall leverage other resources to increase rehabilitation activities. The other resources may consist of local match, public or private dollars, and/or homeowner contribution. In case of the leveraging of private dollars, the ability of low and very low income households to repay the loan must be taken into account.

5.
The acquisition of properties and relocation of families shall be kept to a minimum as a component of the rehabilitation program. The acquisition and relocation shall be attempted only when absolutely necessary.

6.
For rental housing rehabilitation, the program shall include provisions to protect renters from rent increases or evictions.

7.
The program shall establish eligibility requirements related to the condition of dwelling units, maximum income and rehabilitation costs. The program shall also establish a reasonable selection system based on factors such as household income, household size, age of household members, condition of dwelling units, etc.

8.
The program shall establish procedures for acceptance and ranking of applications.
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9.
The program shall establish a reasonable contracting procedure for the award of rehabilitation contracts.

10.
The program shall delineate program parameters which specifically address whether any variation from the established criteria and procedures such as: (a) increase from the maximum grant/loan ceiling or (b) selection of a contractor other than the lowest bidder, will be permitted and how such variation will be carried out.

11.
The rehabilitation program shall be carried out by a qualified inspector and program manager. Such qualification shall be judged primarily upon the inspector’s and the program manager’s prior rehabilitation experience.

12.
The program shall establish grievance procedures to address any complaints from owners, contractors or other individuals.

13.
The rehabilitation work shall be aimed at taking care of health and safety related items first. Items such as essential appliances shall be permitted only as exceptions. Procedures shall be established to indicate when and how such exceptions will be made.

14.
The program shall maintain an adequate central filing system and keep records of all applications, work write-ups, bid proposals, rehabilitation contracts, inspection complaints, written change orders, etc.

REHABILITATION GUIDELINES
PURPOSE:

The purpose of these guidelines is to assist communities in designing and writing a rehabilitation program which will upgrade the existing housing stock in the State of Alabama. The guidelines describe the major tasks associated with housing rehabilitation. These tasks include defining the type of rehabilitation program to be implemented, developing rehabilitation program guidelines and staffing, solicitation and selection of recipients, and contracting for rehabilitation work.
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TASK A:
DETERMINING THE TYPE OF PROGRAM TO BE


IMPLEMENTED
DEFINITION:

Deciding what type of rehabilitation assistance to

provide and identifying additional program resources

(See CDBG Regulations 570.202 Code of Federal

Regulation).

PROCEDURES:

In their applications, most communities propose only one type of housing rehabilitation program. Often the decision as to what type of program to implement is made without understanding the options available. The program staff should review the basic types of assistance that can be provided as soon as possible in the planning process and assess their appropriateness to local conditions. There are many financing techniques presently being administered under CDBG. The following are the most common:

DIRECT LOAN - A low interest direct loan from the community amortized for no more than 20 years (this will allow for a low monthly payment). In all cases, regardless of amount, this loan should be secured by a mortgage against the property to be rehabilitated. The community is the mortgagee and the loan is serviced by a reputable lender. The direct loan can best be utilized as a secondary source of financing by supplementing another source. The community may want to encourage other funding sources to lend their funds for housing rehabilitation by offering to take a second position or mortgage. In order to protect the community’s interest, it is recommended that the payment of taxes and insurance be added to the monthly principal and interest payment.

DIRECT GRANT — A direct grant is awarded by the community with no lien placed against the property nor any monetary liability incurred by the owner. Direct grants should address the very low income sector of target areas.

CONDITIONAL DEFERRED PAYMENT LOAN - A zero interest mortgage loan from the community for a specified period of time. It is conditional in the respect that the loan will graduate into a grant as it matures. The pay back will be commensurate with the remaining terms of the loan. No payments shall be due from the property owner as long as the property remains his or her legal residence. During the term of the loan, if the property is transferred by sale, or if the owner ceases to occupy the property as his or her legal residence, the repayment will be due and payable immediately. For example, on a $5,000 loan for a five (5) year period, the following repayment schedule would apply:
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From Date of Mortgage
Balance Due
End of Year 1
$4,000

End of Year 2
3,000

End of Year 3
2,000

End of Year 4
1,000

End of Year 5
0

Conditional Deferred Payment Loans (DPL) should address the low income sector.

“LEVERAGE” LOAN - A direct loan approved by a local lender. The community will provide an interest subsidy to the lender as an inducement to approve a loan applicant with limited income. The basic premise for subsidizing loans is to reduce the monthly payments to an amount which low and moderate income owners can afford. This can be done by subsidizing the interest rate and extending the length of the mortgage term to the greatest extent feasible. Should the community decide to pay the interest subsidy “up front” (at loan settlement), the lender must agree to rebate the unearned portion of interest subsidy at the time of prepayment. The “time value of money” factor should be considered in the interest subsidy on amortized loans. An alternate method to an “up front” interest subsidy payment is the community paying their portion of the amortized interest on a monthly basis.

The advantages of using the “leverage loan” as the primary source of financing are as follows:

1.
The community can maximize their rehabilitation funding and consequently produce more cases. The funding of direct loans requires 100% of the cost of rehabilitation, whereas the “leverage” loan normally does not exceed 50%. The leverage-effort can increase the number of properties rehabilitated by up to three (3) times, if amortized loans are available.

2.
The local lender is completely responsible for the collection of the loan. Should the loan become delinquent and foreclosure necessary, the community will not be held accountable or liable for its collection.

3.
The local lending market will not perceive that the community is in competition with them.
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The “leverage” loan may be used as a first or second mortgage source, but in either case the yield to the lender should not exceed the current market rate of either mortgage. The “leverage” loan will address the low and moderate income sector of owner-occupied applicants. It may also provide financing for investors at a lower amount interest subsidy and a higher rate of loan interest to the borrower. Example: on a loan of $5,000 with a contracted interest rate of 12%, an investor receives a subsidy interest of 5% which the borrower pays the balance of contract interest rate of 7%.

CONDITIONAL INVESTOR GRANT - A direct grant from the community to investor applicants on properties within the target areas. This type of grant should only be made on those properties whose rental units do not exceed the Section 8 rental limits per month at the time of application. Successful applicants must agree not to increase rental rates more than a percentage to be determined by community officials for three (3) years after the completion of rehabilitation. Displacement of tenants should be avoided. The maximum grant amount is at the discretion of the community, but it should not exceed 40% of the rehabilitation costs.

This type grant will serve as an inducement to investor owners to rehabilitate their properties, and consequently the community will achieve concentrated rehabilitation. It will also allow the community to regulate the rent after rehabilitation so as to avoid displacement for a specified period of time. This grant will exclusively address those investors owning property(s) within the community’s target area(s).

EMERGENCY ASSISTANCE GRANT - A direct grant from the community to those owner-occupied property owners within the target area(s) to repair a dangerous and hazardous condition on their property. Existing conditions of property must be of extreme hazard to the owner’s health and safety. The maximum amount of the emergency assistance grant should be at least 50% below the maximum amount of the direct grant — the reason being the difference in standards. This type grant will address very low income applicants who have made application for assistance but did not qualify because the amount of rehabilitation required results in the repair being economically unfeasible and/or the applicant cannot afford the monthly payments. Should the costs of achieving health and safety standards exceed the maximum grant amount of the emergency assistance grants, then replacement may be the most appropriate solution under the acquisition and relocation policies.
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LOAN GUARANTEE - A direct loan from a private lender. The community deposits funds with a lender which serves as a cash guarantee to compensate for any actual losses on approved loans. To be specific, should a borrower default, the community will pay off the balance of the account or the guaranteed portion of the loan. In essence, the community is substituting its own credit for that of the borrower. Consequently, the community’s credit is under the scrutiny of the lender.

The loan guarantee technique can be effective should the lender agree to take an acceptable marginal risk in his credit judgment; whereas the leverage loan does not require the lender to vary from their standards. Caution should be taken to prevent the referral of credit worthy home owners who would normally qualify under the lender’s existing standards and market rates.

The type of assistance that you provide should be determined by local needs and your administrative capacity. Generally, but with many exceptions, grant programs are most suitable for owner—occupied units, the very low income and the elderly. Loan programs are suitable for both owner— and tenant— occupied units, and younger families. However, a number of other factors related to local conditions should be considered; these are covered in greater detail in Task B.

In addition to your CDBG resources, you should consider tying in other federal assistance programs which may be available in your locality. Some sources to be on the “look out” for are listed below:


TYPE
CONTACT AGENCY

*
USDA Rural Development
USDA County Office


502 and 504 Home Improvement


Program

*
Weatherization
Community Action Agency

*FHA Title 1 Home Improvement
Local Lenders and HUD


Program
Area Office

*
Historical Preservation Loans
State Historical



Preservation Officer
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TASK B:
DESIGN OF PROGRAM AND PROCEDURAL REQUIREMENTS
DEFINITION:

Formulation of program guidelines regarding the type of financial assistance to be given eligible program recipients, rehabilitation standards, advisory committees (if any), and program operating procedures.

PROCEDURES:

Detailed eligibility criteria must be developed to guide program operation. The guidelines should address the following:

TYPES OF FINANCIAL ASSISTANCE:
(See Task A)

APPLICANT ELIGIBILITY:

A. INCOME:

1.
Verification should be required for all sources of income. The applicant should sign a general release for the use of all appropriate information to further assure there are no violations of the privacy act.

a.
Fixed Income: Social security, Aid to Families with Dependent Children, Retirement, etc.

b.
Other: Alimony, Court Ordered Support, etc. There should be an information request form which is mailed to the appropriate agency and returned by the agency to the public body. The verification should have the signature of the appropriate public agency and date. In verifying alimony and court ordered support, verification should include divorce decrees and court orders to verify amount of benefit.

c.
Employment: Verification of income forms should be signed by the employer and the form should include all salaries, bonuses, tips and overtime. In the event that the applicant is self-employed, an income tax return for the previous year should be submitted.

d. Public Agency Validation: It should be the responsibility of the public agency to verify the amount of benefits being reported if they
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appear insufficient to support the applicant. If the applicant has been found to have misrepresented income, they shall be disqualified from participating in the program.

B. CREDIT:

For loan cases, it is recommended that a credit report of the applicant be acquired so that evaluation may be made to possible conflicting data.

C. OWNERSHIP:

1.
Residency: Establish minimum residency requirements.

2.
Verification: Ownership should be verified for loan or grant assistance with a title report showing ownership and encumbrances. Unless a real estate staff person has extensive title experience and knowledge of real estate law, the verification should be performed by a reputable title firm. Title insurance may be warranted for a low interest loan or a leveraging loan.

3.
Title Status: It is acceptable to process cases with Contracts for Deed or Sales Contracts provided that the contract is consummated into a deed before final closing of the loan.

D. DEPENDENTS:

Program design should address the definition of a dependent. Areas to be considered are: age, student status and physical or mental disability. Verification of dependents may vary from affidavits, copies of legal orders, or tax forms.

PROPERTY ELIGIBILITY:

The characteristics of the individual properties used to define eligibility for participation in the program should be clearly stated and include:

A.
Occupancy characteristics (owner-occupied, renter-occupied).

B.
Housing condition (degree of deterioration).

C. Housing location (neighborhood target area).
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ELIGIBLE REHIBILITATION IMPROVRMENTS:

Eligible improvements under this program should be listed. The following must be included:

A.
Listings of structural items that can be repaired or replaced in a dwelling unit; i.e. roof, porches, piers, steps, siding partitions, windows, doors, etc.;

B.
Listings of electrical, heating and plumbing items that can be repaired or replaced;

C.
Identification of circumstances when painting of interior and/or exterior of unit can be done in conjunction with other eligible activities;

D. Termite inspection and extermination requirements;

E.
Listings of special features necessary for the elderly or handicapped, i.e., grab bars, ramps to replace step, etc.;

F.
Listings of eligible secondary improvement activities; i.e., trash removal, clearance, demolition, stoves and refrigerators.

REHABILITATION STANDARDS:

The purpose of developing standards for the rehabilitation of existing structures is to set forth basic objectives and provisions. The standards should be consistent with or more stringent than local codes, ordinances or regulations as well as Section 8 standards. Things to be considered in developing the rehabilitation standards include the following:

A.
General Condition: This should describe the scope of work to be performed and a brief description of all general requirements of the program. Also, a brief definition of the terminology which will be used throughout the standards.

B.
Demolition-Concrete-Masonry: Describe demolition policies and requirements and specifications for all concrete and masonry work to be performed.

C. Carpentry: This should detail the various stages of construction and describe the minimum sizes of materials to be used, along with the accepted construction methods.
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D.
Stucco-Plastering and Wall Board: The standards should also cover the various exterior/interior materials to be used and the accepted methods of application.

E.
Glass and Glazing: This section should describe the type of glass and glazing compound to be used and the proper methods of installation.

F.
Roofing: State the minimum specifications of compliance for shingles, gutters, downspouts, caulking, flashing, etc.

G.
Plumbing: State the minimum codes accepted for all phases of plumbing and gas equipment.

H.
Electrical: State the minimum codes accepted for the installation of electrical equipment and electrical work to be performed.

I.
Heating: Describe briefly the requirements for the heating equipment which is existing and to remain in place, the requirements if a new system will be installed, and the guarantee which will be required for either. Operating as well as initial costs should be considered.

J.
Landscaping: This section should describe the requirements for rough grading, topsoil, seeding, sodding and the accepted methods of application for each.

K.
Insulation: This section should state the minimum R-Value, type, locations of the insulation to be used, and “the applicator’s statement.”

APPLICANT SELECTION PROCESS:

Since demand for rehabilitation assistance typically exceeds the resources available, a community must establish procedures for selecting recipients and include them in the program guidelines.

A priority rating system combined with staggered review and award periods will allow you to meet demand in an equitable fashion. A priority rating system means that each application is assigned points and ranked on the basis of such household characteristics as to income, size, and housing condition. A rating system must be carefully planned to assure that the criteria used do not discriminate unfairly. The rating system should assure that resources are going to the highest priority cases.
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After the first applicant has been selected and it has been determined that applicant and property criteria are in compliance with the design of the program, the applicant should be asked to provide the following documents:

1.
Warranty Deed for property to be rehabilitated.

2.
Rehabilitation Property Insurance Policy (optional).

3. Most recent real estate tax receipts for property to be rehabilitated (optional).

4.
Verification of income for all adult members of the household.

5.
Names, address, account numbers and balances of existing mortgages.

At the time of the appointment, the program manager should have obtained, reviewed and have ready for execution the following documents:

1.
Rehabilitation Application.

2.
Verification of Employment(s).

3.
Verification of Mortgage (s).

4.
Terms and Conditions of Rehabilitation Loan.

5.
Bidding Procedures.

6.
Financial Statement.

The program manager should also run copies of all the documents (except government checks) brought in by the applicant and return the originals to the applicant before they leave the office.

CONTRACTING REQUIREMENTS:

The homeowner must be a party to the contract for rehabilitation services and must have final say with respect to contractor selection. The community remains responsible for monitoring contractor compliance with Federal standards, financial management, and other program requirements. Consequently, you probably will want a three-party contract to afford the community greater visibility in the process. This contract must include all of the applicable Federal standards (see TASK

G).
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The guidelines should specify contracting procedures and any other procedures which govern the conduct of work such as those relating to written change orders, dispute resolution, and acceptance of work. Regarding the latter, the community should assume final authority for sign-off on completion of work.

OPERATING PROCEDURES:

The guidelines should specify such other issues as complaint procedures, responsibilities of the recipient, relocation policies in the event of the need for temporary relocation, etc. Complaints always exist with rehabilitation programs. It is important to distinguish between the rational and the irrational. The best prevention is to conduct frequent on—site inspections of the work, and stop the work when there are problems. Also make sure that your recipients are well—informed about the contract work, have signed—off on the work write—up, and have a copy of the program guidelines. Your complaint procedure itself should include written responses from community representatives and an appeal procedure. You must also require the recipient to notify you of any changes in circumstances such as occupancy or use of the property.

In conclusion, the guidelines should be developed by staff, with input from citizens and elected officials. They should always include:

1.
A clause describing the process by which they can be changed.

2.
Adoption by council resolution.

3.
Plain language.

4.
Provisions for conflict of interest.

5.
Rating guides.

6.
Section 8 Standards as the minimum acceptable standards, and any other applicable codes on standards which exceed Section 8 Standards.

TASK C:
STAFFING
In staffing a rehabilitation program it is helpful to understand the specific skills that will be needed.

First there is a need for a program manager who can deal with low/moderate income persons, process papers, and who can manage the program.
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Second, there is a need for a rehabilitation inspector/specialist. He or she should be a person with experience and knowledge in the areas of home construction; knowledge of local codes, inspection (building, electrical, mechanical and plumbing) and cost estimating.

Third, there is a need for a clerk/typist and/or secretary.

The success of a rehabilitation program depends on the quality and experience of the people implementing the program. Inexperienced or incompetent staff can play havoc with a rehabilitation program. Every effort should be made to locate qualified staff members.

If inexperienced staff are unavoidable, make sure they attend rehabilitation workshops and/or training programs. Also arrange for them to spend a week or so in a community with an on-going rehabilitation program to gain a better understanding of its problems and potential.

TASK D:
SOLICITATION AND PRELIMINARY SCREENING OF APPLICANTS
DEFINITION:

Informing community residents about the Program, conducting family surveys and making preliminary determination of eligibility.

PROCEDURES:

The locality must inform target area residents of the availability of rehabilitation assistance. The program should be well-publicized, and thoroughly explained to all interested individuals.

The following are various proven methods for publicizing a program:

1.
Newspaper advertisements.

2.
Radio ads.

3.
Posters placed in various sites which are popular to the public, e.g. courthouses, post offices, community centers, drug stores, restaurants, churches, welfare offices, and etc.

4. “Word of Mouth” — This is one of the best methods of publicizing the program.
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All interested applicants should be screened first for eligibility under income and other criteria as specified in the guidelines. Although the cost of improvements is also a critical factor, a preliminary eligibility review can spare you the substantial costs of inspections and work write-ups for ineligible applicants. The information needed to determine basic eligibility can be obtained through a household survey guide which solicits information on income, family composition, place of employment, tenure, etc. Usually the program manager will conduct the interview. The community must verify ownership, income and employment. Verification should be done carefully and sensitively since many people do not wish others to know they have applied for assistance. The information solicited is confidential and should be treated as such.

TASK E:
SELECTION OF RECIPIENTS
DEFINITION:

The process of screening applicants whose homes can be brought up to minimum standards within the grant amount, and selecting which applicants shall receive the grant/loan.

PROCEDURES:

Since demand for rehabilitation assistance typically exceeds the resources available, a community must establish procedures for selecting recipients and include them in the program guidelines. Based on previous program years the ADECA has determined that the fairest way to determine the household assisted is to establish a priority rating system. A priority rating system means that each applicant is assigned points and ranked on the basis of such household characteristics as income, size of family, the number of minor children (under the age of six), whether or not the household has any elderly or handicapped members, the housing condition, and income of the applicant (low or low—mod). A rating system must be carefully planned to assure that the criteria used do not have the effect of discrimination once the applicants have been assigned scores based on their applications. However, the rating system should assure that resources are going to the highest priority cases.

TASK F: WORK WRITE-UPS AND COST ESTIMATES
DEFINITION:

The process of determining the type and cost of work necessary to bring the property into compliance with established standards.

VII-25
PROCEDURES:

An inspection of the property should be conducted to determine the type and cost of work necessary to bring the property into compliance with the established property rehabilitation standard and local codes. This is termed a work write—up and cost estimate. The work write-up should be designed so that it can form the basis for bid specifications if a loan/grant should be made.

The following should be considered in the design of the work write-up:

1.
CODE APPLICATION:

a.
Local Code Requirements — Communities should assure that rehabilitation conforms to all local codes. In the event that codes are superseded by standardized codes, the most stringent of the codes will be applicable.

b.
Communities should comply with all zoning requirements in their rehabilitation programs.

c.
Energy Code — Communities should be aware of the need for energy conservation and prepare specifications that are sensitive to this issue. Insulation, weather stripping and energy saving devices are an allowable cost under all types of assistance. It is necessary that adherence to the Energy Code be specified in work write-ups.

2.
STANDARD SPECIFICATIONS:

The reason for standard specification is to be able to communicate uniformly and effectively with contractors and other trade professionals. Specifications will give guidance to the method and type of application and also give a description of the quality of materials to be used. Specifications should be periodically updated to keep pace with the changing industry. Standard construction/material specifications are not to be misinterpreted as a work write-up, but are to be used whenever a work write-up is prepared.

3.
ESTIMATING:

The estimating process is multi-faceted, consisting of the preliminary estimate, the formal estimate, and the work write-up.
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a.
Preliminary Estimate — The Process of determining the feasibility of rehabilitation within the program guidelines. A visit to the property is required and during this visit the structure should be carefully checked to determine what the problems are and how they are to be corrected. Some of the items that are to be evaluated are termite infestation; damaged floors, walls, ceilings and roofs; and electrical, plumbing and heating systems. A preliminary estimate form is used to list the items that need to be corrected and to make necessary comments as to additions, enlargements or code requirements. A preliminary rehabilitation cost must be calculated. The costs for each item should be listed and a total should be calculated to reflect all of the required work.


DO 
DO NOT
1.
Inspect all areas of the
1.
Make assumptions that


structure thoroughly,

cannot be verified.


including foundation


and roof.

2. Inquire as to the number
2.
Guess at dimensions


of occupants in order to

if they can be


determine room sizes.

measured.

3. Ask the owners if they
3.
Neglect to ask


have any requests.

questions about


(This can affect the

anything doubtful.


cost.)

4. Highlight any problems
4.
Quote prices until


that will affect the

you have an


final determination.

opportunity to review.


to your findings.

b. Formal Estimate - The next step in the estimating process is the formal cost estimate. Another visit to the property is required. During this visit, the rehabilitation specialist needs to conduct an in-depth inspection of the entire structure listing every item needing to be addressed in the work write-up. A rough sketch should be made of the existing dwelling to indicate the room layout and dimensions, bath and kitchen fixtures, heater locations, etc. A formal estimate form should be used which encompasses interior dimensions and listing
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of all items of the house plus all exterior items. All work that needs to be done in one particular area should be listed consecutively, lessening the possibility of omission of any items. A checklist showing all possible rehabilitation items may be used to systematically check off every item applicable to the particular job. This checklist can also serve as a reference during the work write-up. A meeting with the homeowner should take place to discuss the work to be done; to obtain feedback from the owner as to his or her wishes (paint color, carpet color, vinyl flooring selection, etc.); and to explain any limitations or code requirements that will affect the rehabilitation. Once this has been completed, the next step is the work write-up.

DO

1.
Make a rough sketch of the dwelling.

2.
List all items to be addressed by the

rehabilitation.

3.
Keep a checklist of construction items

for referral.

4.
Obtain any special

requests from the

owners.

5.
Make a proposed schematic showing all floor layout changes and dimensions.

6.
Provide clear

instructions on what is

be done.
DO NOT

1. Overlook seemingly


minor items.

2. Guess at measurements.

3.
Overlook code


requirements.

4.
Specify materials that cannot be readily


obtained locally.

5.
Give ambiguous instructions.

6.
Give any cost information at this


time.

c. Work Write-Up - The final step in the estimating process is the work write-up. It is the document that instructs the contractor as to what work is to be done and the applicable method to be used. All of the required costs to complete the job are calculated. The costs can be compiled by either the (1) trade method or (2) room by room method.

VII-28
In the trade method, individual costs are listed for each trade and then these costs are added together to arrive at the total cost for the dwelling. The room-by-room method is the process whereby all code violations are listed for each individual room and costs are added together to arrive at the total cost for the dwel1ing.

It is a must to have accurate and current cost data. Prices on all raw materials, labor and subcontract work should be computed and updated periodically to reflect price changes. Price books are very helpful (The Building Estimator’s Reference Book, Home-Tech Estimator, National Repair and Remodeling Estimator).

“Before and after" schematics should show layout changes; room dimensions; electrical, plumbing and heating locations; any other pertinent information relating to the floor plan layout. In this way, the contractor can determine what changes are to be made to the structure.

Whether the room-by-room method or the trade method is used in the work write-up, it is important to present the information in a clear concise manner that will not be misinterpreted or be ambiguous. A helpful format is to list the work items in the order of the construction process. When the work write-up has bean completed, it should list all of the work to be done. Instructions should be clear and have all the costs accurately compiled.

TASK G: REHABILITATION CONTRACTING
DEFINITION:

Contracting for rehabilitation services, progress and performance inspections, and bid procedures.

PROCEDURES:

The lack of availability of interested and/or qualified contractors has been a major impediment for some localities to implementation of a rehabilitation program. Depending on the level of construction activity in the locality, home building and remodeling contractors may not be interested in relatively small jobs for repairing homes in poor condition. The locality should identify and list possible contractors and attempt to interest them in program participation. The yellow pages of the telephone book, the Chamber of Commerce, conversations with construction materials suppliers, and word of mouth are all information resources to aid you in developing a bidders list, along with activities undertaken for your Section 3 and other Equal Opportunity requirements.
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In order to promote the participation of small contractors, try to eliminate procedural barriers and provide what technical assistance you can. Technical assistance approaches some localities have adopted are:

(1) financial management assistance to small contractors; (2) talking to local suppliers to assure them of payment for any credit extended to rehabilitation contractors for CDBG—funded jobs guaranteed through two-party checks, if necessary; and (3) talking to local financial institutions to encourage them to extend lines of credit by offering to write letters of documentation to the Federal Reserve Board for their compliance with the Community Reinvestment Act. In order to expedite payment to small contractors who often have cash flow problems, draw down the full contract amount as soon as the contract is awarded and place it in a non—interest bearing escrow account so that it is available for immediate contractor payments. The funds can only be escrowed for a maximum of ten (10) days.

The contract for rehabilitation must include the language and requirements specified in applicable federal, state and local laws binding the program. As with general construction contracts, some federal provisions are triggered depending on the amount of the contract. Davis—Bacon and other Labor Standards provisions do not apply unless the rehabilitation is to be undertaken in a structure with eight (8) or more units. The following are the required Federal provisions with dollar thresholds indicated:

*
E.O. 11246 clause (7 paragraphs — above $10,000 or 3-paragraph Equal Opportunity provisions if 10,000 or under)

*
Notice of Requirement for Affirmative Action to Ensure Equal Employment Opportunity (2.0. 11246 -above $10,000)

*
Standard Federal Equal Employment Opportunity Construction Contract Specifications and Goals and Timetables (2.0. 11246 — above $10,000)

*
Title VI clause

*
Section 3 clause (written plan if $10,000+)

*
Section 109 clause

*
Segregated Facilities clause
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*
Contractor’s and Subcontractor’s Certification of Equal Employment Opportunity - HUD 950.1 and 950.2 (above $10,000)

*
Lead—Based Paint Clause

*
Lead—Based Paint Abatement

*
Access to Records/Maintenance of Records

*
Conflict of Interest

*
Flood Insurance, if applicable.

Localities should also consider including provisions in repair contracts which require the contractor to obtain and pay for all necessary permits and licenses; perform all work in conformance with local codes and requirements whether or not covered by the specification and drawings; keep the premises clean and orderly during repairs and remove all debris at the completion of work; obtain written consent for changes to the specifications; not assign the contract without written consent; and warrant the work for one year from final acceptance. In order to be a complete contract document, the applicable CDBG and local terms and conditions identified on the preceding page must be included. Also, a work write—up is required.

Requirements concerning bidding are dictated by local ordinance or State law. Public, competitive bidding is usually required for contracts above $7,500 or more. If competitive bidding is required, the job must be advertised, bid, and awarded to the lowest responsive and responsible bidder. If formal competitive bidding is not required, the homeowner may negotiate and select his/her own contractor or the locality can informally negotiate with contractors on their behalf. Some localities have added to local regulations that the contract cannot be awarded to the low bidder if that contractor has more than five (5) incomplete rehabilitation jobs. Prior to award of the contract, you should check with your ADECA Program Supervisor to verify that the contractor is not on the list of debarred contractors. Formal competitive bidding is only required where the locality is a party to the contract.

Following award of the contract, the contract package must be executed by all parties. The homeowner shall sign the work write-up and be given a copy to reduce possible misunderstandings about the scope of work to be performed. A Notice to Proceed shall be issued to the contractor which will specify the time period within which the work should begin and when the work must be completed. Many small contractors will want progress payments. However, these payments must be tied to
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inspection of the work. Progress payments should not total more than 90% of the work satisfactorily completed. Project milestones triggering progress payments should be specified in the contract.

Systematic, thorough inspections are critical to successful housing rehabilitation. Inspection should identify and remedy problems as early as practicable. Payments are the primary leverage over contractors and they should be withheld until faulty work is corrected. If serious deficiencies are identified through inspection, the community can terminate the contract, compute the cost of completed satisfactory work and escrow this money, and solicit another contractor to complete the job paying the original contractor from the escrow account only if sufficient funds remain for the new contractor to complete the work. The locality should also recognize that its staff may have to intercede on behalf of the contractor with the property owner who may have unfounded complaints about the repairs.

When repairs are completed and a final invoice is received from the contractor certifying completion in accordance with the contract and warranty, the locality must make a final written inspection. If the work is satisfactory and complete, the job should be accepted. After the receipt of a release of liens and applicable warranties from the contractor, all subcontractors and suppliers, final payment can be made to the contractor. The locality should perform a follow—up visit to the property owner in roughly 60 days to determine the existence of any problems with the job. If problems have occurred, the localities should assist the property owner to obtain corrective action according to the warranty.

TASK H: FILING SYSTEM
A separate file should be maintained for each rehabilitation project, with all of the required documentation. Unsuccessful applications should be retained in the file system.

A checklist should be completed and attached to the applicant’s file of all required documents.

In setting up an applicant’s file, a checklist of all required documents which are to be filed is a very useful way to assure the agency of what has not been completed.

The following is a list of the various records or

documents which should be in an applicant’s file:

1. Application
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2.
Family survey

3.
Verification of income

4.
Copy of deed

5.
Rating sheet

6.
Initial inspection

7.
Work write-up

8.
Cost estimate

9.
Contractor bids

10.
Construction contract

11.
Notice to proceed

12.
Written change orders (if any)

13.
Written progress inspections (if applicable)

14.
Performance draws

15.
Written final inspection

16.
Contractors Release of Lien

17.
Financial closeout statement

18.
Notice of Acceptance of Work

19.
Lead-Base Paint Compliance

20.
Lead-Base Paint aAbatement - Reserved

21.
General contractor/subcontractor/materialman/ affidavit warranty.

Also the agency should have a program filing system set up. The following items should be included:

1.
Policy and Procedures Manual

2.
Project application

3.
Guidelines and Resolution of Adoption

4.
Pending applications

5. Disqualified applicants and reasons for disqualification.
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