Table of Contents

QLI 0 Lo O] o (=] ) (OSSPSR i
CHAPTER ONE: BASIC PROGRAIM DESIGN ..ottt sttt seste s ssensesessessessasessenes 1
Eligible and INligible CDBG ACLIVITIES ......cuiiiiiiieitieeei ettt ettt b et s e e b e b bt et e st es e e s e besaesbentas 1
= o T o] (3 o AL 1= OSSR URUPURPURRIN 1
INEIIGIDIE ACTIVITIES. ...ttt bbbt bt st et e b et e s bt e b e b e b e e b e e Rt es e e e e b e nbeeb e et e e Rt es e e nnenbenbesbennas 3
Definition of LOW- and MOGEIAtE- INCOME.......c.oiiiiiiiiieiiiieieise ettt ettt bbbt s e be b e nesbe b e ne et sbens 3
[0 E g To [ Ty SO SO PRTSPRO 4
Owner OCCUPIEd LOANS AN GIANTS ......c.veiiiieiieitiieiteeteeeeeete st e e s e ste e stesteeseesseseetestestestesteesesseasseseestestesaeataeseesseseestestesrens 4
Absentee Owners and Rental RENADITITALION. ... 7
Developing the Program Policies and Procedures StateMENt ...........cccvivirieeiereirere e se st ese s esie et sre e enae e e srennes 7
Addressing Minimum Property Standards and Building COUES ..........civeriereiiieiie e sne s 9
Writing the FINanCial ASSISTANCE PLAN .......c.oiiiiiiiiie bbb et b ettt eb ettt sb e et esbe et e ane e 11
TEMPOTAIY REIOCALION ......viieiciiseeee ettt bbbt bbbtk h et ekt bbb et ekt e b e st b b e st et b s e b r e 11
Circumstances for the Reconstruction 0f @ HOUSING UNIt...........coiiiiiiinii e 12
Marketing and PUDIIC AWAIEINESS .......oiuiiieiuieiie ettt ettt ettt b et be bt et e st e b e st e s besbeeb e e bt es e e s e e e eneeseeabesbeebeebeeneeneenbesbenbesaeas 13
A WOrd 0N SUNVEY MELNOUOIOGY .......eeueiiiie ettt et b et b et e st e b e bt b e s bt beeb e e e e beseesbe b e 14
[0 Tor L@ 3 o L T T T OSSPSR 14
COMPLIANCE WITH FEDERAL REGULATIONS REGARDING LEAD-BASED PAINT .....cccooeiiiiieiveecesieis 15
A, REQUITEMENTS DISCIOSUIE: ... c.uiiiiiie ettt st et e e e e st e st e b e besbeabeeae et e e s e enbesbesbesbesaeeteessenteneeneenee e 15
B Lead Hazard EVAIUALION: .........oiiiiieieiite ettt bbb et bttt be et ab et ebenbe e ebenbe e 15
C Lead Hazard REAUCLION: .......c.oiiiiiiectiiteet ettt e b ettt b ettt b ettt eb e et e bt et e ab et ebeabe e ebenbe e 15
TR 1141010 SRS 15
A.  Lead Hazard Control for Rehabilitation ProOgramsS...........coooiiiiiiiiiiiniee ettt 17
I OSSR 17
I T 1 OSSR 18
Y=Y 1 OSSOSO 18
F N R T U F= U o OSSPSR RSP 19
B. COMPIIANCE STANUAITS: ... .ottt bttt b e bt bt b e bt b et e ab e sb e eh e e beeb e e b e e m e em b e eeeebenbeebeebeeneeneenneabenbeaaeas 20
O 1= o USSP 20
[ @ oot U o Ty Ll 0] (=Tt 4 o) OSSPSR 20
S O 1 T Lol OSSR PEPRR 21
F. Lead Hazard Control for HOMEDUYEr PrOGram ........ccccviiiieieie e ettt sttt sne e e enaesnenaesnenneas 21
CHAPTER TWO: SELECTING THE KEY PARTICIPANTS ..ottt sttt sbe e sve et sne st sre e 22
L [oTot T a0 IR TCIRS - S 22
THE PIOGIAM DITECION ...ttt bbbt bbb bbb bbbt b e b ek bbbt et b et 22
THE FINANCIAL AUVISOE ...viviieieiieie ettt et sttt et e e tesb et e s bt et e seene e st e st e besbeeb e e seen b e neenbenbeabeebeeseeneeneenteneenneas 22
The ReN@DITITALION AGVISOT.......c.iiiiiii ettt bbbt s e b e b b e bt b e e bt e bt e seem b e sb e e b e sbeebeebeeneeneeneenbenbesbeas 23
B I AL O 1] OSSO TPV UR PRSPPI 23
SEIECHING TNE ADPIAISE ... . ettt ettt sttt ettt ettt et e be s ee b e e beebe e b e e aees b e ee e b e e R e eb e e b e ehe e b e e Rt e m b e ebeeben b e e bt eb e e bt erbe e e benbesbentas 23
LT LYo g Lo R TN N 4 ] )Y 24
SECUINNG GENEIAl CONITACIOIS ... eviiviiiectieeete ettt te et e et e e st et e st e s tesbeebeeseess e st e e e testesbeabeeaeeReeseesbesee b e nbesbeabeeneeneeeenbeneesrenrs 24
(070011 2= To1 (0] £ O] 01 T 1 o SO SO SOURSOPR 26
Y o T (o] Tl IRt g Tcl O] = Tod (o] £ SRS 27
CHAPTER THREE: ADMINISTERING THE PROGRAM ......coiiiiitieitst ettt sbe et sae st sne e sse b e 28
(PRE-SETTLEMENT) ...oetititet sttt sttt sttt sttt sttt s be st et s be e e te s b et e be st et e be st e st e be st e se e ke s b e st e Ee s b e st e be st e st e Ee st et e besbeneatenbens 28
TaKiNg the APPIICALION ......eieiiieiei et bbb bt bt bbb b e b e ekt s b e st ekt e bRttt e b e st b b e st e be b s e e b n e 28
"D0'S" and "DOoN'tS" OF INTEIVIBWING ......ooviieiiitiiieiit bbb bbbt bbb bbb naenes 29
APPLIcation ProCessing (INTLIAI ........cooiiiiiiie bbbt b ettt b ettt sttt sb e et e sbe e ebesne e 30
DOCUMENTING INCOIME..... ittt b ettt ettt s e e b e b e be e bt e b e e a e e R b e ee e b e e bt eh e e b e e Rt e s e e e et e nbeebesbe e bt eb e et e beneesbennas 30
VEITTYING OWNEISNID ..ttt ettt bbbttt ht b et e s e b e b e b e E e e E e e R e e Rt ek e e Reem b e nb e b e nbeebeebeemeeneeneenbenbesbeas 32
Preparing the Work Write-Up and COSt ESTIMALE............eiiiiiiiiie et et seesae s 32
COMPLIANCE WITH LEAD-BASED PAINT REQUIREMENTS ..ottt 33
NV e\ To g R (o T = o OSSOSO PPPRSPRN 33
The Bid Opening (Open, Free and Competitive Bidding) .........cccoviviiiiiiiiicie ettt e e e sne s 34
Guidelines for CDBG Residential Rehabilitation Programs Rev 9/09



INEGOLIAIEA BIOS ...ttt et b et btk bbbkt e bt e bt e b et ekt b e R £ ekt b e st ekt e b e st b b e st et b e st st r e 34

L0an ProcesSing (FINAI STAJE) ......cveiiiieiiiieietisteet ettt bbb bbbt s bt bbb s e bbbt b ne b b enes 35
Selecting Type Of FINANCIAI ASSISTANCE .......c.eviiiiiieiiite et bbb bbb bbb nnenes 35
Preparing the FINANCIAI PACKAGE ..........cooiiii et bttt e e b b e b e b et ene e e e be e sbeneas 35
Arranging and Preparing for Loan/Grant SEttIEMENT...... ..o e 35

CHAPTER FOUR: ADMINISTERING THE PROGRAM (SETTLEMENT)...ccctiiitiiiineire st 37

Conducting the Pre-ConsStrUCtION CONTEIBNCES . ......cviiveiieiiie it eie st te s te e e e et e te st e besbeeteese e st e stesbesteeseesee e enbesresrenrs 37

Elements OF CONSITUCTION CONTIACT ..........ciieieiiterieiite ettt sttt s bbb b st e et s e b e nbes e et et en e et et eneanentenes 37

GEOIgia LIEN REGUITEMENTS .. .euiitieiiie ittt sttt e e st e st e teeteete e e et e st e s besbesbeebeeseesee s e et e eesbeebeeReeseessenteseesbeabeeaeeseeseenbeneesrents 38

Federal ContraCtual REQUITEIMENTS. ........ccviiiieeeieiesese e ste s et e et et esse et e et esteseestesbesseeteaseeneeseensesbesreereaneeneeseenseneenneas 39

EXeCUtiNg the Loan SEttIEMENT ... ..o i ettt re e s s e e e s e es e e seesbesbesneereeneeneesnentenrenreas 39

Rehabilitation ESCrOW ACCOUNE TFANSACTIONS ........eiviitirieiietieieiesie st steste st e et ee et seestesbessesteeseeneesaessesbesseeteeneeneessesseseesnens 39

Requesting Final Title EXAMINATION ........coiiiiiiiii bbb bbb bt 40

CHAPTER FIVE: ADMINISTERING THE PROGRAM ..ottt sttt et sne e sre b 41
(POST-SETTLEMENT) ...ttt ettt b ettt b et b e s b £ b e e b e e e bt e bt ekt e b st e b e e b e st e b e b e st e b e s b e st et e s b ene et b ene 41

INSPECTING TNE WWOTK ...ttt ettt bt bbbt e R et et ee e b e e b e eb e e b e e Rt 2 h e e e e b e ebeeb e s b e e beeb e et embeneenbenbe e 41

(08 a - 1o 1o e @ o[- £SO R PR P UTRPR 42

11 01U (1RSSR 42

ot U ] To O [T T | SRS 43

Documentation and FIlING SYSIEM.........ciiii ittt st e e st e st e be st e s tease e st e saesbesbesbeetaeneeneeseentenrenreas 44

A [0 L =T (U T =T 0410 S 44

[ 1@ AN 1Y o T3 ] 1o SRS 44
ComMMUNILY'S RESPONSIDIIILY ....cvvevesiee sttt et e st e et e e Rees e et et e tearesbeaneeree e enteneeneenre e 44
CoNFIAENTIAIILY OF RECOTAS ......eivieeiiitiieciet ittt bbb b bt b bbb s bbbttt b bbb b nnenes 44

LLUMP SUM DFBWHOWN ...ttt bbb e b bt h b8 h bt e bbb s bt b st b et st b bbb bt 46

Rehabilitation ESCIOW ACCOUNL .......ccuiiiiiiiiieieieste sttt et e e et estestestesteeseeseeseestebeseesbesbeaseeseaseeneeseeabenbeabeeseaneenaensenaeneesnens 46

Legal Counsel Review and DOCUMENE PrEPAratiON ............cuooiriiiiiiiieiieiieeeie sttt sae bbbt e e s sbeseesae 47

Form 1 Application fOr HOUSING ASSISTANCE ......c.ueiviiiieeeeeesiesie e ste e et eeese e e sae e sresre s e esee e e e seesaestesseaseeseenseseeneeneenns 49
FOrm 2 FINANCIAL STAEMENT.......c.iiiiieiec bbbt b et b e btk e b e st et s b et st b et et e b e n et b e 52
Form #3 Financial Statement (For Investor Direct/Leverage Loan ONlY) ... 53
FOFM 4 INSPECTION REPOIT ...ttt ettt bbb e bbb e bt e bt e b e bbb ekt e b e st ekt e b e st e bt e b e st e bt b et et e b e st et nr e 55
Form 5 Disposition Of FUNTS STAEMENT..........coiiiii ettt b e e b e be b e sb e bt e b e et e b e e sbe e e 56
FOrm 6 Contractors Bid PACKET..........ooiiiee e et b e et h et b e bbb e bt et e et e b b sbe st 57
FOrm 7 AmENdMENTS t0 CONTIACT..........cii ittt bbb e bbbt b e e ae e R e e e et e sbeebeeb e e bt et e e e enbeseeebenbe e 58
FOIM O Bid ADSTIACT......uiicieiteice ettt sttt b ettt s bt e Ee s b et e b e b et e b s b et e b e e b e st e b s b et e b s b et e benbe st et st ens 59
FOrm 10 NOtICE OF COMMENCEIMENT........oiiiiieiiteiieese ettt sttt be e e b e be st e besbe st e be s be s b e st e be st et e besbe st abenbe st abenbens 60
Form 11 Affidavit General Contractor’s Invoice, Release of Liens and Warranty ..........cccccoceveveiiinsieseecvsneene e 62
Form 12 Affidavit Release and Waiver of Claim for Subcontractor or Material Supplier...........ccocoovvveieievic s, 64
Form 13 Watch Out for Lead-Based Paint POISONING .........cccoiiiriiiiiiiiie sttt sne e 66
Form 14 Certificate of FiNal INSPECLION........c..oii ittt re et e st sa e s teeneere e e enseseenaenee e 68
FOrm 15 SatiSfaCtion STAEMENT..........coiiii et s e ettt e s te bt e st e e et e sbesbesteeseereeseenseneenaeneeaes 69
Form 16 Guide Form Preliminary Notice That Tenant That Will Not Be Displaced............cccccccoveniiininniiennienenee, 70
Form 17 Guide Form Final Notice That Tenant Will Not Be Displaced............ccccooereiiiiniieninneneseee e 71
FOPM 18 TENANT DATA ......ceiiiiiiiiie ettt ettt h e bt e e bt e bt a st e R e e eb e e be oAb £ 2R b e e R b e eb e e e b e e ebe e eeeab e ehe e ebe e bt enbeanbensbenbeens 72
Form 20 A Owner’s Selection of Bidding Method and Contractor-Rehabilitation ...............ccociiiiiiiiiiii 74
Form 20 Owner’s Selection of Bidding Method and Contractor-ReconStruCtion ............ccccceieieieiiiinieniice e 75
Form 20 C Owner’s Selection of Bidding Method and Manufactured Home Dealer .............cccccoovvviiiiecvicieccne e 76
Form 21 Housing Rehabilitation Bid PACKEt PICK UP ..ottt sttt 78
Form 23: Certificate of Installation of INSUIATION .........ccoiiiiioiiii e 79
Form 24: Notice 0f RigNt OF RESCISSION .....cvviiiieiici sttt et e e stesr e s reeneere e e enseseenaenre e 81
FOrm 25 GENEral REIEASE FOIMN......c.oiiiiiiiteieece ettt ettt b et st b e s bt etk e b e st e b s b e st st b et st e s b en et b e 83
Form 26 Notice 0f RIght OF RESCISSION ......c.veiiieiiiiie sttt et reeae e e e et saenteaneer e e e eneeseennenre e 84
Form 27 Certificate of FINAI PAYMENT.........cooiiiiiii ettt sttt bt 85
Form 28 Guideform Residential Tenant to Be DiSPIACEM..........cccoiiiiriiiiieiie e 86
Exhibit F1: Housing Rehabilitation Construction CONTIACT...........cociiiiiiiiiiiee et e 89
Exhibit F2a General Conditions SECTION 1 (PAIT 2).......coiiiiiiiiiie ettt bttt s e e e b e 100
Exhibit F2b Special CONAITIONS SECTION 2.......c.eiiiiiieie it b et e e bbbt e st es e e et e e b e 107
Guidelines for CDBG Residential Rehabilitation Programs Rev 9/09



EXNibit F2d Bid @Nd ProPOSal..........cciiiiiiiieiiieie ittt sttt st et e besbeeteese e s e se e besbesbesteaneenee e enreneenrenrs 134

Exhibit F2g Terms and Conditions of Rehabilitation ASSISTANCE ..........ccciveiiiiiie i 135
Exhibit F2h Progress Payment SCHEAUIE A .......oc.o oottt ettt sttt b e teene e s e e e et e e srennas 146
Exhibit F2i Progress Payment SCHEAUIE B ........c.oiiiiiiiiiiece et ettt neste e en e e eneenaennenns 147
[ a1 o T A C R CT=To] o= I =T o I S 148
Exhibit | Rehab FeasiDility TESt FOIM.. ..o e et e e et resreanees e e e eneeneenrenes 156
EXNibit J ReNt REQUIALOIY AQIEEIMENT.........iiiiiitiitiieiiitee ettt bbbttt b bbb bbb bbb b e bt st bbb 158
Exhibit K Deed to Secure Debt / Repayment Agreement OWNer OCCUPIEA ..........oovviriiiirierininieise e 161
INDEX ...ttt ettt ettt sttt b bt 4 bbb e bt b et e st e b e b e e b ek oAt e b e R e e bt e At e b ebe et et e b e b e b et b et et e b et e et et et ebete et ere s et re s 174
Guidelines for CDBG Residential Rehabilitation Programs Rev 9/09



CHAPTER ONE: BASIC PROGRAM DESIGN

The Georgia Community Development Block Grant Program is a program designed to assist local communities in their
efforts to serve the needs of the low — to moderate — income (LMI) citizens within their jurisdiction. These grants are limited
in scope to the housing, safety, and health circumstances of this population. Broadly speaking, there are two elements of the
CDBG grant: housing and infrastructure. Either element can be addressed individually (a “single activity”) or in combination
(a multi-activity™). Both activities have limiting criteria as to LMI demographics in order to be eligible.

As the name implies, the Community Development Block Grant program was developed as a tool to be used in the
revitalization of the community at large. The grant is intended to serve as a tool for the reestablishment and reinvigoration of
once vital communities and neighborhoods that, through age, neglect, or demographics, have fallen into a state of disrepair
and disorder. To the local governing body, it will provide resources in their attempt to restore both the character and structure
of the community and, in doing so, to provide a better quality living environment for its residents.

Eligible and Ineligible CDBG Activities

National Objective—Low-and Moderate-Income Benefit

Activities eligible under the State of Georgia's CDBG program are those eligible under the Housing and Community
Development Act, as amended. An excerpt from this Act that lists eligible activities is contained in Appendix A of this
manual.

Eligible activities:

Acquisition of Real Property in whole or in part by purchase, long-term lease, donation or otherwise by the applicant, another
public agency, a non-profit, and/or private individuals and for-profits for the purpose of carrying out housing rehabilitation,
economic development activities, public facilities, or other eligible activities.

Disposition or costs incidental to disposing of property acquired with CDBG funds. Examples of eligible costs include
appraisal, survey, marketing, legal, financial, transfer taxes, etc.

Public Facilities and Improvements, including the acquisition, construction, reconstruction, rehabilitation and/or installation
are considered eligible activities. This activity includes, but is not limited to, water and sewer facilities, flood and drainage
improvements, parking, streets, curbs, gutters, sidewalks, parks and playgrounds. Other activities may include the
development of shelters for homeless, elderly, mentally ill, abused and impaired persons. Public facility activities may also
include the development of medical, community, senior and handicapped centers, or centers for literacy training.

Clearance costs within a "targeted area™ generally include the demolition and removal of structures and other items (mobile
homes, dilapidated houses, junk cars, etc.) to appropriate sites.

Interim assistance to a deteriorating "target area” may include activities which are low-budget and otherwise ineligible such
as pothole, lighting, fencing, sidewalk, street repair, etc. Interim assistance may also include special refuse collection,
trimming and removal of trees and overgrowth, etc. Assistance under this activity is generally associated with a
redevelopment project.

Relocation or temporary relocation of families and individuals, businesses or other organizations are eligible activities.
Relocation may be required by Federal law and regulation (the Uniform Relocation and Real Properties Acquisition Act of
1970, and pursuant regulations), or it may be "optional" and subject to local policy approved by DCA based upon need.
Temporary relocation activities associated with housing rehabilitation (including lead-based paint hazard control) or
reconstruction should be budgeted within the appropriate activity line item (rehabilitation or reconstruction) on Forms DCA-
7 and 8, not on the relocation budget line. Only permanent relocation activities should be included in the relocation line items
on Forms DCA-7 and 8.
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Removal of Architectural Barrier activity includes modifications to existing structures which are necessary to remove
material and architectural barriers which restrict the mobility and accessibility of the elderly and handicapped to publicly or
privately owned buildings, facilities and improvements.

Housing Rehabilitation will utilize CDBG funds to finance the rehabilitation of public or private residential property,
including the conversion of non-residential properties (in downtown commercial districts, etc.) for housing. Rehabilitation of
housing units built prior to 1978 must provide for compliance with lead based paint hazard control regulations (24 CFR Part
35).

Reconstruction of housing provided that it is (a) owner-occupied, and (b) the house proposed for reconstruction is "not
feasible" for rehabilitation. The reconstructed unit must be built on the same parcel of land as the unit it replaces. Please
consult DCA for detailed guidance if reconstruction is planned.

Down Payment Assistance can be used as a strategy to encourage homeownership. This tool can be used for assistance in
providing help with down payment, loan closing and other related costs as well. In keeping with HUD policy “to improve the
likelihood of continued affordability,” down payment assistance requirements have been revised to support fixed rate loans.
DCA encourages mortgage loans at a fixed rate of interest for the term of the loans for housing secured using CDBG down
payment assistance. Community Development and Finance Division policy now requires DCA review of adjustable and/or
variable rate mortgages and other flexible mortgage financing plans. Please see the guidance memorandum entitled
“Determining Affordability of First Mortgages on Loans with CHIP or CDBG Assistance” published April 12, 2004 and the
guidance memorandum entitled. (See Appendix J)

Code Enforcement related to the payment of salaries and overhead costs directly related to activities within a declining
"target area.”

Economic Development activities or assistance to "for profit entities," whether during the Annual Competition or through the
Economic Development set-aside programs, generally take one of two forms:

Direct loans to businesses/industry

Public infrastructure in support of business/industry.

Project related soft costs including appraisal costs and cost related to reviews under the Programmatic Agreement or required
for extraordinary environmental compliance.

Administrative costs necessary to carry out a CDBG project; these costs may include expenses for general management,
oversight and coordination. This category refers to the direct costs of overall program management, coordination, monitoring
and evaluation. It also includes similar costs associated with carrying out projects with multiple activities. (For example,
salaries, related expenses and all other costs directly related to the overall management, oversight and coordination of a
project with several activities, such as within a defined concentrated project area should be charged to this category).

Indirect costs. Costs associated with an approved cost allocation plan prepared in accordance with OMB Circular A-87 "Cost
Principles Applicable to Grants and Contracts and State and Local Governments."

Citizen Participation. Costs related to citizen participation in the planning, implementation and assessment of the program,
including, but not limited to, the costs of providing program information to the public, providing technical assistance to
citizens and citizen organizations, publishing notices, and holding hearings.

Reasonable costs of environmental studies (including historic preservation clearances, project specific environmental
assessments, and clearances for eligible activities) necessary to comply with Federal, State and local law, and other eligible
administrative costs. (Please consult FMC A-87 for guidance.)

Administrative costs, however, do not include direct costs and other professional services directly related to design and
implementation of an engineering or architectural project. These costs should be budgeted as part of each appropriate
engineering or architectural line item. Such costs may include the preparation of cost estimates, land surveys, easement plats,
pre-design meetings, preliminary construction drawings, permits and interagency approvals, construction drawings, pre-
construction conferences, meetings with contractors/recipient staff, bid openings, contractor investigations, contract
administration, inspections, training, & as-built drawings, etc. Other such eligible administrative costs (generally not related
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to the design and construction services contract) may include archaeological studies, in-depth historic assessments, archival
photographs, legal fees, title work, housing inspections, etc. Please consult DCA staff for budgetary guidance.

Ineligible Activities
Generally speaking, activities are ineligible if they do not meet HUD’s National Objectives.

Examples of ineligible activities:
Acquisition of furnishings, movable equipment, machinery, and land write-downs

Operating and maintenance expenses

Construction of buildings for the general conduct of government

Purchase of construction equipment

Cost of furnishing and personal property associated with new construction

Constructing new housing, creating a "secondary housing unit" (an in-law suite, etc.) attached to a primary unit; installing
luxury items such as upgraded appliances, spas, pools, etc.; the cost of non-built-in equipment and furnishings (stoves and
refrigerators are exceptions); and labor costs for homeowners themselves to rehabilitate their own property.

An exception to the new construction prohibition may be granted whenever: 1) No comparable local resources exist and the
community can demonstrate eligibility under “Last Resort” as defined under 49 CFR Part 24.404; or (2) a local government
provides funding to a community based housing development organization meeting the criteria outlined in HUD 24 CFR
570.204. DCA reserves the right to require additional market data and other development information prior to funding any
new housing construction activities.

Any form of direct grant assistance to a business or industry (for-profit entity) is ineligible.
Definition of Low- and Moderate- Income
CDBG regulations specify the maximum income of program beneficiaries as summarized below:

A low- and moderate-income (L/M income) person is defined as a member of a household having an income equal to or less
than the Section 8 Housing Assistance Program low income limit established by the U.S. Department of Housing and Urban
Development (HUD).

A household includes, but is not limited to: a person who lives alone or intends to live alone, or two or more persons sharing
residency whose income and resources are available to meet the household’s needs and who are either related by blood,
marriage, or operation of law, or who have a stable family relationship.

The Section 8 income guidelines are available for each county and are based on 80 percent of the county's median income or
80 percent of the statewide non-metropolitan median income, whichever is greater, with adjustments for family size. They
are published each spring and are distributed by HUD and DCA. Refer to Appendix B for the most recently calculated
income limits.

Family income is defined as follows: "the anticipated gross income from all sources (except those specifically excluded by
HUD) received by all family members 18 years of age and older, including those who are temporarily absent from the unit.

Each CDBG activity must meet minimum threshold requirements for low- and moderate-income benefits. For example, all
housing activities must benefit a minimum of 70% Low- and Moderate-Income persons within the target area. But note that
all funds for direct benefit housing activities such as rehabilitation, reconstruction and buyer assistance must benefit 100%
low- and moderate-income persons to remain competitive.
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Public Facilities: 70% Benefit to Low- and Moderate- Income Persons
Economic Development: 51% Benefit to Low- and Moderate- Income Persons

Instructions for determining low- and moderate-income benefit are located in Part 11 of this manual. (Instructions for Form
DCA-6.) A sample low- and moderate-income survey is included in Appendix C. Applicants are reminded to include a
complete description of the method used to determine benefit. Neighborhood surveys are the most reliable method for area
benefit projects. Please refer to DCA's "Acceptable Survey Methodology" (Appendix C) publication for assistance in
designing and implementing a sample survey.

In the case of buildings serving low/moderate income persons, do not "double count” clients. DCA is interested in the total
number of people using the facility--not the number of visits to the facility. DCA counts the unduplicated number of
beneficiaries over a year’s time.

Each activity listed in this section is eligible only to the extent to which it addresses the needs described in Form DCA-4 and
benefits at least 70% (at least 51% for economic development and 100% for direct housing) low and moderate-income
persons. This determination must be satisfactorily demonstrated on Form DCA-6. Failure to adequately demonstrate low-
and moderate-income benefit may lead to application denial.

Loans and Grants

There are many financing techniques presently being administered under CDBG. Program policies must be explicit in
eligibility and applicability for each financing technique being used in the in the program. The following are the most
common being administered in the State of Georgia.

Note Regarding Loans: DCA has implemented policy regarding use of Adjustable Rate Mortgage loans. Use of fixed rate
loans is recommended and strongly encouraged to insure continued affordability for the property owner. In certain
circumstances, however, on a case by case basis DCA will consider the use of an ARM product. If a local government
chooses to pursue this type loan for a qualified household, prior permission must be obtained from DCA before such an
activity. Please consult DCA for guidance on this process.

Owner Occupied Loans and Grants

Direct Grant - A direct grant is awarded by the community with no lien placed against the property or a monetary liability
incurred by the owner/occupant. Direct Grants normally address the elderly, handicapped and/or the very low income sector
of your target areas. Direct Grants should be used only for "Minimum Property Standard" violations--not "General Property
Improvements.” Since "grants" are traditionally intended for extreme hardship cases to avoid displacement of homeowners
who have no other means of financing repairs and improvements which must be made to their homes, Direct Grants normally
are not made to homeowners who have any financial resources or loan affordability to meet minimum property standards.

Back End Mortgage- A “Back-End Mortgage™ is a loan from the community to the property owner that will be repaid in
its entirety upon sale or transfer of property within a specified time in the future. This option is usually used for owners in
circumstances described in the above section but may be a better alternative as there is potential for the funds to be recaptured
at a later date.

Leverage Loan - A direct loan from a federally insured private lender. The private lender is the mortgagee. The
community will provide an interest or principal subsidy to the lender as an inducement to approve a loan applicant with
limited income. The main purpose for subsidizing private 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 or buying down the principal
amount of the loan (principle reduction payment) and extending the length of the mortgage term to the greatest extent
feasible. Should the community decide to pay the interest or principal subsidy "up front" (at loan settlement), the lender
should agree to rebate the unearned portion of interest subsidy at the time of prepayment. For the prepaid interest subsidy
technique to be effective, it is essential that the "time value of money" factor be applied to the amount of interest subsidy.
See the Proposed Leverage Loan Agreement (Exhibit "E") for an example in computing interest subsidy. Some of the
advantages of using the "Leverage" Loan as the primary source of financing are as follows:
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The community can maximize their rehabilitation funding and thereby increase the number of units produced. The funding
of Direct Loans, Grants and Deferred Payment Loans require 100% of the CDBG cost of rehabilitation, whereas the
"Leverage" Loan is used as a percentage of the cost. The leverage effect will increase the number of properties rehabilitated
and consequently maximize impact in the project area(s).

There is no recourse to the community should a loan default. The private lender is entirely responsible for the collection of
the loan. Should the loan become delinquent and foreclosure is necessary, the community will not be held accountable or
liable for its collection.

The local lending market will not perceive that the community is in competition with them. The "Leverage" Loan may be
used as a first or second mortgage, 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 also
provides equitable financing for investors (rental property owners).

Deferred Payment Loan (DPL) - A zero interest mortgaged loan from the community to owner-occupants for a specified
period of time. It may be conditional in the respect that the loan will graduate into a grant as it matures. The pay back will
be commensurate with the remaining term of the loan. No payments shall be required from the property owner as long as the
property remains his or her primary 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 primary legal residence, repayment will be due and payable immediately.

For example, on a $10,000 5-year loan, computed on the unexpired term of the loan period, the following repayment
schedule would apply:

From Date of Mortgage  Balance due from Owner

Within Year 1 $10,000
End of Year1 8,000

End of Year 2 6,000

End of Year 3 4,000

End of Year 4 2,000

Endof Year5 O

See Exhibit K for a sample Repayment Agreement/Deed to Secure Debt. A flexible financial assistance plan will use the
Deferred Payment Loan (DPL) in conjunction with the Leverage Loan for those "Low and Moderate" income property
owners whose existing Leverage Loan application does not meet the required underwriting policies of the private lender. The
amount of the DPL is determined by the financing amount required in excess of the approved Leverage loan amount as per
the lender's underwriting policies and/or any other approved outside financing. The example below is offered for your
assistance in determining the required loan amount.

EXAMPLE: Required Rehabilitation Costs = $16,000

Financed by: Approved USDA #504  +5,000
Approved Leverage Loan +7,000

Difference in Rehabilitation Costs: $ 4,000
Amount of DPL: $ 4,000

The basic intent is to sufficiently reduce the amount of required rehabilitation costs by the actual amount of leverage loan
approved by the lender and/or other financial resource(s) with the balance being financed by CDBG funds in the form of a
DPL subordinate to the leverage loan.

Proceeds of the DPL normally address 1) minimum property standard violations 2) other loan related costs incurred
subsequent to loan settlement.

Normally, in the case of death of the owner, the legal instrument will allow for the unexpired term of the loan to be assumed
by a "low / moderate” income household. In the event of the death, the legal heir may use the property as primary residence.
However, if the unit becomes a rental unit, the community must monitor the property to ensure that 1) the tenants are low /
moderate income and 2) the rent charged is “affordable” as per local policies (which must be made available to the general
public); and, 3) a Rent Regulatory Agreement must be agreed to by the owner and tenant. (See Exhibit J for a sample Rent
Regulatory Agreement.)
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Direct Loan - A low interest direct loan from the community. Normally, the loan is secured by a mortgage against the
property to be rehabilitated. The city is the mortgagee and a reputable lender or agency usually services the loan. It is
recommended that the Direct Loan be utilized as a last resort in financing, should the combination of other techniques be
insufficient to meet the required rehabilitation

Conditional Investor Deferred Payment Loan (C.1.D.P.L.) - A mortgaged loan from the community to rental
property owners to rehabilitate substandard properties. Unlike the Deferred Payment Loan for owner-occupants, the total
amount of the C.1.D.P.L. will become due and payable should default occur any time during the term of the loan. There is no
rebate applied to the payoff of the loan for the expired loan term. Conditions of default also include a violation of the terms
and conditions of the Rent Regulatory Agreement. C.I1.D.P.L. funds are usually used in three different ways or a combination
thereof: an interest or principal subsidy of a Leverage Loan. Since affordability is normally not a primary factor for approval,
the subsidy is based on the property producing sufficient income to exceed the debt service; or,

a cash incentive to participate in the program. To be effective this type of subsidy should not exceed 10% of the
rehabilitation cost or $2,000, whichever is less. These funds must solely address rehabilitation costs, and should be used in
conjunction with the "Leverage" Loan as an added inducement to participate in the program; or,

a matching Deferred Payment Loan to the investor. As a rule, CDBG funds should not exceed fifty percent (50%) of the
rehabilitation costs. The investor's match can be either a private loan from a lender or cash injection escrowed at loan
settlement;

The total amount of the C.1.D.P.L. should be the sum of all CDBG subsidies provided, with default terms contingent upon
compliance to the conditions of the Rent Regulatory Agreement.

Emergency Assistance Grant - A direct grant from the community to the owner/occupant of a unit who has no other
means of financing the repairs necessary to make the dwelling "habitable". Existing conditions of the property must be an
extreme hazard to the occupant's health and safety. Units addressed by this type of grant should not be counted as
"completed rehabilitation" for reporting purposes because the structure will not comply with the program’s minimum
property standards. Temporary relocation may become necessary until repairs are complete. Caution should be taken in the
public awareness of this type of grant as the citizenry may perceive this form of assistance to be the primary objective of your
program; whereas the program's minimum property standards should prevail. Prior DCA approval is required on a case-by-
case basis before any CDBG monies are expended for Emergency Assistance Grants.

Other Financing Resources - Communities should always be seeking other program sources of rehabilitation financing to
supplement their CDBG assistance. The following programs are worthy of consideration:

Type Contact Agency

USDA Loan USDA County Office

#502 and #504 Home Repair

#533 Housing Preservation Grant

#515 Rental Housing Repair (62 and older, Disabled)

Weatherization Community Action Agency

FHA Title I Home Improvement Local Lenders and HUD Office

Community Services Block Grant County Government

Rental Rehabilitation Georgia Housing Finance Authority

Foundation Grants Private Foundations and Corporations

Hazard Mitigation Grant Program Georgia Emergency Management Agency

HOME Program (including CHIP) Georgia Department of Community Affairs
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Absentee Owners and Rental Rehabilitation

In no case should CDBG funds be used as a Direct Grant to finance rental rehabilitation. In all cases, a Deferred Payment
Loan mortgage will be recorded for the total amount of CDBG subsidy(s) provided. DCA rental rehabilitation policy
anticipates each community to execute a written Rent Regulatory Agreement with the Owner specifying certain terms and
conditions as given in Exhibit "J".

If assisted rehabilitation raises the rent/utilities of a "Low/Moderate income dwelling unit™ (unit's rent/utilities do not exceed
"FMR") to a level of rent/utilities that is above "Fair Market Rent" limits, the Community must replace the unit within 3
years of rehab. Replacement dwellings may include additional new/rehabilitated public housing or existing housing to
receive Section 8 project-based assistance, or a vacant (3 months) substandard dwelling rehabilitated to standard conditions,
with the new rent/utilities within "Fair Market Rent" limits. Also, displaced persons will be entitled to Relocation benefits
under the Housing Community Development Act (Section 104d) or the Uniform Relocation Act. Current "Fair Market Rent"
tables may be obtained from DCA.

Should a CDBG rehabilitated unit be converted from a "Low/Moderate income dwelling unit," or if the occupants are
"economically" or permanently and involuntarily "displaced" as a result of the CDBG Rehabilitation "project", please refer to
HUD Handbook 1378, Tenant Assistance, Relocation and Real Property Acquisition. Compliance with the proposed Rent
Regulatory Agreement (Exhibit "J") will prevent conversion.

It is important to remember that every Rent Regulatory Agreement developed is a local policy decision and as such should be
approved by your local attorney. After local counsel's review, and prior to the community conducting rental rehabilitation,
DCA requests that the agreement be submitted for final approval.

Timely Notices to Tenants

1. General Information Notice at Time of Application. As soon as feasible after the community's CDBG Grant Award
the community shall issue a general information notice to the occupants of the property, or ensure that the owner
issues such a notice. (See Form 16 entitled Preliminary Non-Displacement Notice).

2. Notice at Time of Approval of Application. Promptly after the approval of the Owner's application and his
concurrence to the terms of the Rent Regulatory Agreement, the community shall issue to the occupants residing in
the property a Final Notice of Non-displacement (See Form 17). This notice shall explain the reasonable terms and
conditions under which the tenant may be temporarily relocated and/or lease and occupy the real property upon
completion of the rehabilitation and, if applicable, the steps to be taken to obtain Section 8 assistance. NOTE: If
this notice is not provided on a timely basis, the tenant may move and qualify as a "displaced person,"

Both notices require evidence of receipt.

Developing the Program Policies and Procedures Statement

A written public statement on the program'’s policies is a management tool that will protect the community from allegations
of fraud and mismanagement. Due to the variance of community social-economic/demographic environments and
comprehensive housing strategies, the subject matter may differ; however, the basic structure of the statement should be
uniform and meet DCA’s standard.

The preparation of the Program Policies statement is a major undertaking and should be given serious attention. The size of
the statement will vary among the communities however, voluminous detail is not appropriate in a clear and concise
"statement”.
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Listed below is an outline of the essential topics that should be addressed in the Program Policies and Procedure Statement.

Introduction

Basic program goals and objectives

Identification of Project Area

Source(s) of funding

Job descriptions of staff (optional)

Financial Plan

CDBG financing technique(s) definitions: eligibility and applicability
Other financial resources

Income adjustments to financing technique eligibility (optional)

Applicant Eligibility

Definition of "gross household income" (see "Verifying Income" - Chapter 3;)

"Low and Moderate" income tables (current year limits)

Owner-occupied and/or rental property owners (see "Verifying Ownership" - Chapter 3.)
Appeal procedure

Priority(s) in processing and funding (see "Taking the Application” - Chapter 3)

Rehabilitation Feasibility Test (See Exhibit "I" for Sample)
Economic
Structural

Contractors Qualifications including requirement for State License
Application procedure

Debarment conditions

Other terms and conditions (see "Securing General Contractors” - Chapter 2.)

Public Awareness

Citizens Advisory Committee
Neighborhood meetings

Fair Housing statement

Arbitration
Ad-Hoc Committee selection
Procedure and rules

Applicants/Contractors Terms and Conditions (This section may be referenced by exhibits)

Equal Opportunity Provisions

Federal/State requirements

Lead-based paint testing and requirements

Conflict of interest

Construction Contract and bid document specifications

Rent Regulatory Agreement

Financial Legal Instruments (Repayment Agreement, Promissory Note, Deed to Secure Debt, etc.)

Project Contingency (Optional)
Limitations (project and/or individual case)
Nature of work

Emergency Rehabilitation (optional)
Limitations

Eligibility (existing conditions)
DCA approval required

Bidding Policy
Open, free competitive bidding
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Negotiation

Selection of Contractor

Limitation of contracts in progress
"Reasonableness" of bid
Withdrawal of bid policy

Temporary Relocation (See “Temporary Relocation” in Writing the Financial Assistance Plan)

Applicability - all occupants that will have to be temporarily relocated as a direct result of rehab, lead hazard control or
reconstruction

Eligible expenses:

Moving costs to and from temporary unit

Temporary Storage

Increased housing costs

Other conditions

Policy Statement, i.e.; Relocated household will be reimbursed for all "out of pocket™ reasonable costs, and offered assistance
in writing prior to relocation

Certification (see form 19 —Temporary Relocation Notice and Certification)

Description and availability of Minimum Property Standards (See “Minimum Property Standards” below).

Definitions (Mandatory for CDBG Rehab)

Standard Condition: The structural/mechanical conditions of a dwelling unit comply with the State of Georgia housing code
and/or, at a minimum, the Housing Quality Standards of the Section 8 Housing Assistance Payments Programs.

Substandard Condition Suitable for Rehabilitation:

The structural/mechanical conditions of a dwelling unit do not comply with the State of Georgia housing code or, at a
minimum, the Housing Quality Standards of the Section 8 Housing Assistance Payments Program. However, the dwelling
unit is determined to be "structurally and financially feasible for rehabilitation" according to the Rehab Feasibility Test.

Dilapidated: A substandard dwelling unit that does not meet the "Structural and/or Financial Feasibility" criteria of the
Rehabilitation Feasibility Test.

Current "Fair Market Rent" (Section 8) Limits (Mandatory for CDBG Rental Rehab)
Methodology for utility costs (Mandatory for CDBG Rental Rehab)

Direct loan underwriting criteria (Mandatory, if applicable)

Method for amending policies

The Program Policies Statement must have evidence that the governing authority has officially adopted the document. The
statement must also indicate the method by which it can be revised.

Addressing Minimum Property Standards and Building Codes

In order to truly "localize” a CDBG housing rehabilitation program, DCA has refrained from imposing a uniform code of
property standards. It is recognized that local officials are more aware of the community's housing conditions and needs than
anyone else. Consequently, they can realistically establish property standards that will be practical to administer and tailored
to their specific needs. Minimum Property Standards are not to be confused with Standard Building Codes adopted by the
State of Georgia (addressed below).

While it is important that the community rehabilitate the number of units stated in the application, quality in the construction
is essential for the program to impact favorably in the target area. Quality rehabilitation, initially achieved, will cause a
"snowball" effect in the neighborhood and quantity will eventually become evident.

If the program cannot qualify a property to meet the standards because of excessive costs, the property should not be
rehabilitated. (See "Reconstruction” below as a possible alternative). In no case should the Rehabilitation Advisor
compromise the program's minimum property standards by omission of required work items or applying a double standard.
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Consequently, a thorough and accurate survey should be conducted in the target area with particular attention to the existing
condition of housing prior to the community selecting the appropriate housing activity(s) in the program application.
Communities are now required to use the Rehabilitation Feasibility Test Form (Exhibit "1") for this reason.

The importance of the Rehabilitation Advisor being thoroughly familiar with the program’s minimum property standards and
the state’s adopted Standard Building Codes cannot be overstated. One cannot prepare a work write-up without knowing
what work is eligible in the program, or determine if a property is going to be feasible for rehabilitation according to program
policies. The best way for a Rehabilitation Advisor to become familiar with the standards is to participate in the selection of
the appropriate standards for the project area with the assistance of the local building inspector and the local historic
preservation planner.

In order to assist communities in the selection of appropriate minimum property standards for their CDBG rehabilitation
program, DCA recommends use of model codes and standards being used in Georgia.

These codes and standards are intended to assist Georgia communities by serving the following purpose:

A To present to local governments and regional development centers that plan to administer a Community
Development Block Grant (CDBG) Housing Program a definition and description of applicable codes and standards
that can be adopted as the minimum property standards for the program.

B. To suggest that communities, who are currently administering a CDBG housing program, analyze and assess their
existing program standards by identifying problems and constraints which can be corrected by modifying and
amending their standards for future programs.

C. To present a method for communities to easily review the applicable codes and standards and adopt the items
indexed that will be appropriate for the program.

D. To assure compliance to the Georgia State Energy Code and Historic Preservation standards.
E. To provide a sound economic and regulatory basis for energy-efficient housing rehabilitation.
The following codes and standards are mandatory* by Georgia law and are applicable to all construction.
International Building Code (Standard Building Code)

CABO One and Two Family Dwelling Code

National Electric Code

Standard Gas Code

Standard Mechanical Code

Georgia State Energy Code

Standard Fire Prevention Code

Standard Plumbing Code

HUD lead-based paint requirements (24 CFR Part 35) compliance mandatory for all programs using CDBG, HOME USDA
or other Federal funding.

*These mandatory codes are applicable in units undergoing rehabilitation only to the extent that the proposed rehabilitation
work shall replace or modify existing components covered by the code. For example if electrical work is required in a unit,
that work must meet all provisions of the electric code. However if the electrical system in the unit is safe and no electrical
work is proposed, the program is not required to bring the unit electrical system “up to code”.
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The following codes and standards are permissive and may be adopted by the local government:
HUD Section 8 - 882.109 Housing Quality Standards

United States Secretary of Interior's Standards for Housing Rehabilitation.

Standard Housing Code

Standard Existing Buildings Code

Standard Unsafe Building Abatement Code

Writing the Financial Assistance Plan

The key factor in developing loan and grant programs under the CDBG program is the development of a will thought-out
Financial Plan and a key part of the plan is FLEXIBILITY. A variety of financing techniques and resources will allow the
community to assist more property owners by combining CDBG funds with other resources to accomplish the program goals
and affordability. A combination of techniques and resources can result in "total" rehabilitation, whereas an exclusive
technique could disqualify an application because of its program "ceiling" and income limitation. Without good resource
planning, your community inherits the risk producing "partial” rehabilitation (rehab that does not bring property up to
prescribed minimum property standards) or, worse, an ineffective and chaotic result.. In short, the community will not have
to compromise its standards with a flexible financial assistance plan.

The Financial Plan, (an example is shown in Exhibit "H") is designed to assist the community in determining what is realistic
and affordable in financing the rehabilitation of "low and moderate” income housing. In the process of developing this plan,
the following factors should be considered:

1. The amount of funds appropriated for housing rehabilitation from the CDBG grant.

2. The number of owner-occupied and rental properties in the community's target area(s) that are suitable for
rehabilitation (derived from the housing survey-Exhibit G).

3. The minimum property standards that the community desires to achieve.

4, The availability of other financial resources.

5 Each family's "ability to pay" based on the estimate of "gross household income™ of all eligible units in the target
area(s); derived from housing survey. (Exhibit "G")

6. Total proposed cost of rehab (CDBG plus Other funds) per unit.

7. Additional budget for Lead Hazard Control for all units built prior to 1978 (use 25% of total rehab cost estimate per
unit to derive this budget item).

An appropriate housing survey it will be necessary to compose a financial assistance plan to meet the program's goals and
objectives. (See “A Word on Survey Methodology” later in this section).

Temporary Relocation

When necessary or appropriate, an occupant who will not be required to move permanently may be required to relocate
temporarily for the project (i.e. Substantial Rehabilitation, Reconstruction, Lead-based paint hazard control or Emergency
Rehabilitation). All conditions of temporary relocation must be reasonable. At a minimum, the occupant shall be provided:

Reimbursement for all reasonable "out-of-pocket™ expenses incurred in connection with the temporary relocation, including
the cost of moving to and from the temporarily occupied housing and any increase in monthly rent/utility costs at such
housing.

Appropriate advisory services, including reasonable advance written notice (see Form 19) for:
the date and approximate duration of the temporary relocation;
the address of the suitable, decent, safe, lead-safe, and sanitary dwelling to be made available for the temporary period,;
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the terms and conditions under which the tenant may lease and occupy a suitable decent, safe and sanitary dwelling in the
building/ complex upon completion of the project; and
the provisions of (1) above.

The occupant(s) shall be reimbursed for actual reasonable out-of-pocket costs incurred in connection with temporary
relocation, including moving expenses and increased housing costs, if:

1. The "Low and Moderate” Income occupant must relocate temporarily because continued occupancy of the dwelling
unit constitutes an immediate danger to the health or safety of the person or the public (i.e. Emergency
Rehabilitation); or

2. Lead-based paint hazard control work can generate hazardous dust and debris. If the housing unit is occupied prior
to commencing lead hazard control work, the occupants must be temporarily relocated until the work is finished and
final clearance is achieved; or

3. Reconstruction is undertaken on the owner-occupied unit; or

4. During the course of normal rehabilitation, it becomes necessary to temporarily incapacitate an essential system (i.e.,
plumbing, electrical or heating) in excess of 24 hours.

NOTE: If the occupant is not reimbursed for all eligible and reasonable "out of pocket" expenses incurred for temporary
relocation, the community may be responsible for paying relocation benefits under the Uniform Relocation Act and/or the
Housing and Community Development Act (Section 104d.). Consequently, the community should request a written
statement (see Form 19) from every Head of Household that is temporarily relocated stating the eligible expenses reimbursed
by the community or paid directly to the services, and certification that after he or she re-occupied the unit there were no
outstanding debts related to the temporary relocation nor did he or she have to pay any expenses "out of pocket."

The community should file all invoices from the services provided.

Circumstances for the Reconstruction of a Housing Unit

CDBG funds may be used to "reconstruct” housing that is owned and occupied by "Low and Moderate" income households
and will be located on the same property as the original structure. There are two situations when reconstruction can be
approved - Planning and Rehabilitation.

Planning: After completing the housing survey, planners may choose to reconstruct certain houses that were determined not
"structurally feasible" for rehabilitation (see Exhibit "I") in lieu of acquisition and relocation activities provided all the
following conditions are met:

1. Unit is "unsuitable for rehabilitation” as indicated in the "structural feasibility” test and Reconstruction is more cost
effective than Acquisition/Relocation in the "Economic Feasibility" test.

2. The estimated cost of reconstruction (constructing a comparable replacement house on the same property) will be
substantially less than the estimated cost to purchase a comparable house (including land) that would be newly
constructed in a comparable neighborhood within the community's jurisdiction.

The estimated cost of reconstruction will be less than the fair market value of the property (dwelling and land) after
reconstruction. This is determined by obtaining an appraisal prior to reconstruction on the projected value of the property
including the reconstructed house and land. Note: Rehab Feasibility Test form (Exhibit "I"") must be submitted to DCA for
prior approval of each unit.

During Rehabilitation: After a housing rehabilitation Construction Contract has been awarded and work has commenced, the
Contractor and/or the Rehabilitation Advisor may discover additional work necessary to bring the property in compliance
with the program property standards (such as replacing hidden rotten joists and sills or structural termite damage). If the
estimated costs for the change order (when added to the current contract amount) will exceed the economic feasibility for
(approved) replacement housing (see Exhibit "I'") and the condition of the house does not meet the "structural” feasibility test
the community may decide "reconstruction” would be the most cost effective action to undertake. At this point, issue a stop
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order to the contractor and contact DCA for approval. If approved, it is important to note that the current Construction
Contract should stay in effect with the same contractor. Non-applicable items should be deleted from the existing Work
Write-up and a new Work Write-up for reconstruction all incorporated into a change order. A cost estimate should be
prepared and each item negotiated to determine reasonable costs.

Since demolition of existing dwelling is included in the reconstruction work, Section 104(d) one-for-one Replacement
Housing is triggered. The reconstructed unit will qualify if the number of bedrooms and living area are comparable. The
number of bedrooms should not be increased beyond the number in the original unit, however, the number of bedrooms may
be decreased to a minimum of two if the family size and composition so warrant.

Marketing and Public Awareness

Housing rehabilitation, at its best, is a "people” program. If experience is any teacher, marketing the program to the public is
as critical to the program's success as the development of an effective financial plan. It is easier for a program to begin on a
positive note if the administering agency will take the program to the people in the Project Area(s) and allow them to speak
freely about the program and its objectives. If the project is confined within a specified Target Area the best forum for this
neighborhood meeting is not necessarily at city hall or the county courthouse, but at a facility such as a church, school, or
other public facility located in the target area. In a city/county wide project a centralized location providing equal geographic
access should be located.

It would be to the best interest of the local government to select a "civic coordinator" to help promote the program. This
individual should reside in the target area and have a reputation of respect among the citizens of the neighborhood.
Naturally, this person should be made familiar with the program's policies and procedures and be willing to volunteer his or
her services to the advancement of the program.

Caution should be taken in the preparation of the meeting agenda to avoid being sidetracked into unrelated issues. The
following agenda is offered for the first neighborhood meeting:

Introduction of program staff with brief description of duties.
Program goals and objectives

Presentation of previous housing rehabilitation programs.
Financial plan and applicability

Eligibility criterion

Program policies

Purpose of minimum property standards

"Fair Housing" objectives and requirements
Question/answer

0. Registration of applicants (pre-application for assistance)

BoOoo~NoO~LONE

Clear and concise disclosure without minuscule detail will remove a great deal of skepticism on the part of the citizens when
it comes time to take applications. Program staff must be very careful not to make commitments to individuals in regard to
eligibility at this stage.

A helpful aid to promoting the program has been the use of a small booklet or flyer that addresses:
Financing techniques and its applicability in layman terms

Staff assistance

Program objectives

Location and phone number of the office

Applicant eligibility and the required documents necessary to make application
"Fair Housing" objectives and requirements

ocourwdE

As the program progresses, neighborhood meetings should continue in order to maintain a close relationship and an open
forum for the people to express their feelings about the program. Some communities prepare and mail newsletters or
bulletins on the program'’s progress. This periodic update tends to create an air of unity and pride among the citizens - all
necessary to achieve the program's goals.
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A Word on Survey Methodology

Any type of survey that fulfills criteria discussed below can be used to determine whether an area qualifies as low and
moderate income. The most commonly used surveys are:

1. telephone surveys

2. door-to-door surveys

3. mail surveys.

For CDBG planning, however, “door-to-door” or an equivalent form of one-on-one survey will usually yield the best results.
Door-to door surveys involve a little more work than telephone or mail surveys. The interviewers must actually go outside,
knock on doors, and do the “leg work” necessary to obtain interviews. In small areas, this type of survey may be the best
because you can define the target area by its geographic boundaries, observe area needs and develop procedures for sampling
so that no list of the families in the area is needed beforehand.

Selecting the Sample. In sampling, you are looking at a portion of everyone in a group and making inferences about the
whole group. For those inferences to be most accurate, everyone who is in the group should have an equal chance of being
included in the sample. For example, if you are sampling from a list, using a random numbers table will provide you with a
highly random sample. In using a random numbers table, you take a list of your universe and draw from it according to the
table. If, for example, the first three random numbers are 087, 384, and 102, then you would go through your universe list
and take the 87th, 384th, and 102nd families to try to interview. Continue until you have achieved the desired sample size.

Local Official Awareness

Decision-making for certain policy matters of the rehabilitation program is in the hands of the local officials. Since the
policy matters of this chapter are complex, and the program authority lies in the hands of these officials, it is vitally important
that they become aware of the program and its objectives as well as educated as to how it actually functions. Some
communities in Georgia have established CDBG committees consisting of elected officials of the city who are appointed to
report back to the main body with their recommendations for the program.

It is suggested that the Director arrange for a series of meetings with the committee for the sole purpose of teaching every
member the applicability of program policies, including financing techniques, standards, and the staffing requirements.

If the committee is knowledgeable of how the program will function from the beginning, they will be able to make practical
decisions on any subsequent issues affecting the program and efficiently respond to their constituents.
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COMPLIANCE WITH FEDERAL REGULATIONS REGARDING LEAD-
BASED PAINT

The U.S. Department of Housing and Urban Development has published a final rule entitled "Requirements for Notification,
Evaluation and Reduction of Lead-based paint Hazards in Federally Owned Residential Property and Housing Receiving
Federal Assistance”. The regulation is being issued under sections 1012 and 1013 of the Residential Lead-Based Paint
Hazard Reduction Act of 1992, which is Title X of the Housing and Community Development Act of 1992. Sections 1012
and 1013 of Title X amended the Lead-Based Paint Poisoning Prevention Act of 1971. The regulation appears within title 24
of the Code of Federal Regulations as part 35 (24 CFR 35). This rule, which updates and expands previous rules, directly
effects federally assisted housing rehabilitation and Homebuyer Programs.

Rehabilitation of all housing constructed prior to 1978 is subject to these regulations (Subpart J). Additionally, all Home
Buyer Programs where purchase of a pre-1978 unit is proposed must comply (Subpart K). Exempt properties are outlined on
the following page.

A. Requirements Disclosure:

Distribute EPA “Protect Your Family from Lead in Your Home” pamphlet within 60 days of rehabilitation activity. (It’sa
good idea to give out the pamphlet at the time of the application for assistance AND at contract signing).

Disclose results of all testing and risk assessment.

Disclose all planned Lead hazard reduction activities.

Disclose results of all clearance examinations

Written verification of receipt of ALL OF THE ABOVE must be in the case file (See Form 13).

B. Lead Hazard Evaluation:

Conduct visual assessment, paint testing and/or risk assessment, depending on activity.
Presume presence of Lead-Based Paint

C. Lead Hazard Reduction:

Conduct Lead hazard reduction activities including paint stabilization, interim controls, standard treatments, or abatement
depending on the activity type.

Only Qualified Safe Work Practice Trained Contractors may perform paint stabilization, interim controls or standard
treatment activities.

Only Georgia EPD Certified Abatement Contractors can perform abatement.

Conduct Clearance Examination to confirm that no lead-based paint hazards remain when work is complete.

D. Exemptions
PROPERTY EXEMPTIONS UNDER THE LEAD-BASED PAINT REGULATION

Residential structures built after January 1, 1978.

Areas where state or local governments banned lead-based paint prior to January 1. 1978.
Properties found not to have lead-based paint during previous inspections that met prior evaluation requirements.
Properties where all lead-based paints has been identified and removed using approved methods.
Unoccupied housing units that will be demolished.

Property that will not be used for residential habitation.

Rehabilitation that does not disturb paint.

Child occupancy unlikely.

Zero-room dwelling units

Elderly and disabled housing

Emergency action activities
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NOTE: Elderly and disabled housing refers to units built for EXCLUSIVE use by these populations. It does not mean any
housing occupied at present by this population.

In summary, the rule requires the following:

Prohibits the use of lead-based paint for properties constructed prior to 1978, applicants for rehabilitation assistance and
tenants of property to be rehabilitated must be notified:

That the property may contain lead-based paint;

Of the hazards of lead-based paint;

Of the symptoms and treatment of lead-based point poisoning;

Of the precautions to be taken to avoid lead-based paint poisoning;

Of the advisability and availability of blood lead level screening for children under seven years of age; and
in the event lead-based paint is found on the property, appropriate hazard control methods will be used to
remove identified hazards.

Copies of all reports (Inspection, work write-up, risk assessment, clearance) are provided to the owner. (Written evidence of
receipt must be in the file.) The housing unit must pass clearance prior to re-occupancy of the unit.

PoooTw

Communities must complete the "Watch Out For Lead Paint Poisoning" disclosure notice (See Form 13) for all heads of
households and owners of vacant units and retain a signed copy at which time a copy of the EPA pamphlet "Protect Your
Family from Lead in Your Home" shall be distributed to the occupant of each unit constructed prior to 1978 within 60 days
of the start of rehabilitation work. (Written evidence of receipt must be in the file.)

For properties constructed prior to 1978, procedures are established to eliminate lead-based paint hazards. The elimination
procedures, described below, include evaluation, testing and Hazard Control actions that must be implemented.
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A. Lead Hazard Control for Rehabilitation Programs

The amount of federal assistance that will be provided in a unit is the key to determining the minimum level of Lead
Hazard Control required. The amount used for this determination should include only the hard costs involved in the
rehabilitation disregarding lead hazard reduction costs and soft costs (administration, relocation, environmental review, etc).
The minimum required level of Hazard Control is broken down into three categories according to the amount of Federal
assistance per unit. The following chart describes the three levels of activity.

REHABILITATION

Subpart J

Amount of Federal

Assistance <$5000 $5000-$25,000 >$25,000

Approach to Lead

Hazard Evaluation and | DO NO HARM Identify and Control Lead | Identify and Abate Lead

Reduction Hazards Hazards

Notification YES YES YES

Lead Hazard Paint Testing Paint Testing and Risk Paint Testing and Risk

Evaluation (on surfaces to be Assessment Assessment
disturbed only)

Lead Hazard Abatement

Reduction Repair Surfaces (Interim controls on Exterior
Disturbed During Interim Controls Surfaces not Disturbed by
Rehabilitation Rehabilitation)

Clearance Clearance of work Site Clearance of Unit Clearance of Unit

Requirement

Clearance Standards for Federally assisted projects:

Floors 40ug/SF

Interior window sill (stool) 250u9/SF
Window trough 400ug/SF
Exterior Concrete Surfaces 800ug/SF
Soil* 1200ug/SF - in child play area 400u9/SF

*Applies only to risk assessment

Level I: For units where the amount of Federal assistance provided will total up to (and including) $5000, the painted
surfaces that will be disturbed during rehabilitation need to be evaluated (tested for presence of lead-based paint) before
rehabilitation activities begin. This must include all defective paint surfaces. If lead-based paint is discovered, the contractor
must use safe work practices in the areas that lead-based paint is found. The contractor must provide documentation that they
have attended and passed the HUD Safe Work Practices Training Course. Safe work practices include wet scraping, wet-
sanding, repair (painted components to be repaired should be thoroughly wetted prior to repair), HEPA vacuum sanding,
HEPA vacuum needle gun, or covering defective surfaces with durable materials (wallboard or vinyl siding) with all joints
sealed and caulked. Safe work practices are required on surfaces larger than 2 ft2 in any one interior room or space and on
exterior surfaces totaling more than 20 ft2. If all painted surfaces to be disturbed (or in deteriorated condition) are going to be
repaired, the assumption can be made that lead-based paint is present and testing can be skipped. Safe work practices must be
used since presence of lead is assumed. Regardless of which approach is used, a clearance examination must be conducted
(and passed) at the worksite(s) where lead-based paint is found or assumed. A clearance examination is defined as an activity
conducted by a Georgia EPD Certified Lead-based Paint Inspector or Risk Assessor following lead-based paint hazard
reduction activities to determine that no soil-lead hazard or settled dust-lead hazards exist in the dwelling unit or worksite (as
applicable). Clearance must be performed by a "neutral™ third party not otherwise involved in the actual hazard control work.
In no cases can the contractor performing work in the unit in any capacity or any designee of the contractor perform the
clearance examination. The clearance process includes a visual assessment and collection and analysis of environmental
samples, and a report detailing hazard control methods used and sample information. Clearance is not required if
rehabilitation did not disturb painted surfaces measuring total surface area parameters listed above.
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Level I1: For units where the amount of Federal assistance provided falls between $5000 and $25000, the entire unit must
be visually inspected for presence of deteriorated paint. Deteriorated paint and all coated surfaces that will be disturbed by
rehabilitation activities must be tested for lead-based paint and, if present, a risk assessment must be completed. The rehab
advisor may choose to have a lead-based paint inspection done, especially for a unit requiring extensive rehab. Generally, an
inspection will be less costly than a risk assessment and if inspection results are negative, will preclude a risk assessment
since no lead-based paint is present. If inspection reveals presence of lead-based paint a risk assessment is necessary.
Provided that the person performing the inspection is a certified Risk Assessor, they may be instructed to complete a Risk
Assessment while still at the property.

Lead-based paint inspection is defined as a surface by surface investigation to determine the presence and location
of lead-based paint on all painted, varnished or coated surfaces performed by a Georgia certified Lead Inspector and
provision of a report detailing results of the investigation.

Risk assessment is defined as an on site investigation by a Georgia certified risk assessor to determine the existence,
nature, severity, and location of lead-based paint hazards; and provision of a report by the firm or individual conducting the
risk assessment detailing results of the investigation and options for reducing the lead-based paint hazards.

Using the risk assessment report as a guide, the Rehab advisor must make a decision as to the implementation of the
recommendations using cost, long-term benefits, effectiveness, and rehab goals as some of the factors. Interim control
measures are allowed to reduce lead hazards in this category. Interim controls are defined as a set of measures designed to
temporarily reduce human exposure or likely exposure to lead-based paint hazards. Interim controls include, but are not
limited to, repairs, paint-film stabilization, temporary containment, specialized cleaning, clearance activities and operation of
management and resident education programs. Generally speaking, interim controls will be less expensive than abatement
(see level 111 below) and will provide more flexibility to the rehab advisor when completing the work write-up but cannot be
used in all situations. If planned rehab activities include replacement of components that test positive for lead-based paint,
such activity may be deemed abatement and the rules for abatement are triggered. Similarly, some interim controls cannot be
used on defective substrate materials such as rotted wood or damaged drywall. In these instances, the cause of the damage
should be corrected then the damaged component should be replaced.

On April 19, 2001 EPA and HUD issued a joint notice that basically states that only activity intended as abatement
shall be covered by the strict abatement guidelines. Intent is defined as “when “abatement” is specified in work
specifications, job write-ups, cost allocation or similar documents or when abatement is specifically ordered by responsible
state or local agency or court order”. A copy of this letter is available through DCA or on the HUD website. However,
Georgia EPD is the agency responsible for regulating lead-based paint activity. They have indicated that any work that can be
deemed an abatement technique (e.g., component removal regardless of intent) must be performed by a certified lead
contractor. In order to avoid a non certified contractor from violating the EPD regulations, it is advised that questions
regarding this issue should be directed to EPD prior to instituting interim control activity.

In all cases where interim controls are used, the contractor MUST utilize safe work practices. The contractor must
provide documentation of a “Notice of Completion” of the HUD approved one day safe work practices training course. Only
a certified abatement contractor can perform abatement activity. The rehab advisor may use a combination of abatement and
interim controls to eliminate the lead hazards in the property. Clearance of the entire unit must be achieved after work is
completed. The contract language should contain a clause making the contractor responsible for costs associated with failure
to pass clearance (i.e.: re-cleaning, additional testing, additional relocation etc.).

Level I11: For average per unit cost above $25000 abatement of all lead hazards is required. Abatement is defined as a set
of measures designed to permanently eliminate lead-based paint or lead-based paint hazards. (Permanent means an expected
design life of at least 20 years.) Abatement includes: (1) The removal of lead-based paint and dust-lead hazards, the
permanent enclosure or encapsulation of lead-based paint, the replacement of components or fixtures painted with lead-based
paint, and the removal or permanent covering of soil-lead hazards; and (2) all preparation, cleanup, disposal, and post
abatement clearance testing activities associated with such measures. Abatement activities can only be performed by Georgia
certified lead firms and individuals. Only Georgia certified lead contractors may perform abatement work. A listing of
certified lead contractors is available through the Internet site: www.ganet.org/dnr/environ/. All abatement work is governed
by rules and regulations promulgated by the Georgia Department of Natural Resources, Environmental Protection Division.
EPD requires notification of all abatement work and issues fee based permits for abatement work. Abatement activities can
be subcontracted to a certified contractor for completion of the lead abatement activities.
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An example of work specifications for lead hazard control are included in the DCA ‘Guidelines for Residential Rehabilitation
Programs’ manual (Exhibit F2c1).

All contractors working in rehab for CDBG are encouraged to attend HUD approved Safe Work Practices training (This
training is MANDATORY for contractors hired to perform interim controls). Contractors interested in becoming Certified
Lead Abatement firms must attend EPA certified training and pass a Georgia EPD certification exam. Further information on
the availability of training is available through DCA.

Hazard Control without testing: The grantee may forego testing and control all interior and exterior surfaces covered by the
rule in accordance with the methods described above. Under this assumption, all coated surfaces are assumed to have lead-
based paint and all surfaces must be treated accordingly. A risk assessment is required prior to rehabilitation activities in all
units receiving over $5000 in Federal assistance (levels Il and I11) even if lead-based paint is presumed (24 CFR part 35 §
35.930). Presumption of lead-based paint in units receiving under $5000 in Federal assistance requires that all defective paint
and all coated surfaces to be disturbed are assumed lead-based paint, and approved hazard control methods must be utilized
and clearance passed.

Exemptions: De Minimus Levels. Safe work practices are not required when maintenance or hazard reduction activities do
not disturb painted surfaces that total no more than:
(1) 20 square feet (2 square meters) on exterior surfaces;
(2) 2 square feet (0.2 square meters) in any one interior room or space; or
(3) 10 percent of the total surface area on an interior or exterior type of component with a small surface area.
(examples included window sills, baseboards and trim).

A. Regulations These lead-based paint regulations require that CDBG recipients utilize certain housing rehabilitation
forms and procedures:

1. A "Watch Out for Lead-Based Paint" disclosure receipt form must be completed (see Form 13). It or an equivalent
notice with the required disclosure must be completed for every owner and tenant (where applicable) of a pre 1978
unit.

2. A copy of the EPA pamphlet "Protect Your Family from Lead in Your Home" shall be distributed to the occupant of

each unit constructed prior to 1978. Copies of this publication are available through DCA. Form 13 will serve as
the signed acknowledgement of receipt of the pamphlet.

3. Applications for Rehabilitation Assistance (see Form 1) should contain applicant certifications that:
they received a copy of the "Watch Out for Lead-Based Paint" form and a copy of the EPA pamphlet "Protect Your
Family from Lead in Your Home", and
the unit will or will not be occupied by a child under seven years of age; a pregnant woman; or an EBL child.

4. Work write-up procedures should indicate whether the unit: (a) has been built prior to 1978; (b) that a lead-based
paint inspection and risk assessment has been performed; (c) whether hazard control measures are required and are
included. If hazard control procedures are required, the write-up should reflect what method will be used; (see
Exhibit F2C1for sample of lead hazard control specifications).

5. The Certificate of Final Inspection should show that the property conforms to the Federal and State Lead-Based
Paint Regulations and Policies. (See Form 14)

6. Bid Document Specifications must require that the Contractor has completed a HUD approved safe work practices
training course. Contact DCA for further guidance in this subject.

7. Minimum Property Standards must include the following verbatim:

"Inspection and Testing: Local government is required to perform lead-based paint inspection and risk assessment in
all units constructed prior to 1978. Elimination of lead-based paint hazards by recognized hazard control methods
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shall be included in the work write-up. If testing reveals presence of lead-based paint hazards, elimination those
hazards will be a part of the work write-up and bid document specifications. Testing is required for all units
constructed prior to 1978.

B. Compliance Standards:

1. Testing of paint surfaces and Hazard Control activities to eliminate the hazard of lead-base paint poisoning shall be
in compliance with HUD lead-base paint regulations (24 CFR, Parts 35 and 570).

2. The dwelling unit shall be in compliance with HUD Lead-Based Paint regulations, 24 CFR, Part 35 and 570 Subpart
"J") issued pursuant to the Lead-Based Paint Poisoning Prevention Act. Also, the Local Government shall provide a
certification that the dwelling is in accordance with such HUD Regulations and the Georgia Department of
Community Affairs Policies and Procedures on Lead-Based Paint Poisoning and Prevention. (See Form 14)

3. If the property was constructed prior to 1978, the Family upon occupancy shall have been furnished the notice
required by HUD Lead-Based Paint regulations and procedures regarding the hazards of lead-based paint poisoning,
the symptoms and treatment of lead poisoning and the precautions to be taken against lead poisoning.

C. Testing
1. Testing must be performed by a Georgia EPD Certified Inspector or Risk Assessor:

Lead concentrations must be determined either (1) on-site using a portable X-ray fluorescence (XRF) analyzer or (2)
by taking paint samples and having them analyzed in a laboratory.

2. Standards. Test readings of 1.0 milligrams per square centimeter (mg/cm2) or greater, using an XRF, shall be
considered positive for presence of lead-based paint. This standard can be used with laboratory analysis, if it is
possible to take a paint sample of known area. If not, the standard for presence of lead-based paint shall be a level
equal to or greater than 0.5 percent by weight (equal to 5,000 parts per million).

3. Paint samples. Paint samples for laboratory analysis must include all layers of paint down to the substrate material
(e.g., plaster or wood). If the paint sample is not of known area, it must not include any substrate material.
Inclusion of substrate material dilutes the lead concentration of the sample. This method of testing is destructive and
is not recommended (in most cases) as the primary means of performing a lead-based paint inspection.

4, Qualifications of testers and laboratories. An inspector or risk assessor certified by the State of Georgia
Environmental Protection Division must conduct testing. Documentation of current certification is required. The
U.S. Environmental Protection Agency (NLLAP) must accredit all laboratories used for analysis by the inspector,
for analysis of heavy metals.

D. Occupant Protection

The dwelling unit occupants and environment must be protected from contamination from lead-containing materials during
hazard reduction activities.

Occupants shall not be permitted to enter worksite during hazard reduction activities and not permitted to re-occupy until all
hazard control work has been completed and clearance has been achieved.

Occupants shall be temporarily relocated before and during hazard control activities. (Certain exemptions to this requirement
may apply. Contact DCA for guidance on this subject.)

The dwelling unit and the worksite shall be secured against unauthorized entry, and occupant belongings protected from
contamination from dust-lead hazards and debris during hazard reduction activities.

Occupant belongings in the containment area shall be relocated to a safe and secure area outside the containment area, or
covered with an impermeable covering with all seams and edges taped or otherwise sealed.

The worksite shall be prepared to prevent the release of leaded-dust, and contain lead-based paint chips and other debris from
hazard reduction activities within the worksite until they can be safely removed.

Warning signs shall be posted in accordance with 24 CFR Part 35 Section 35.1345(b)(2).
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E. Clearance

All lead hazard control activity MUST pass clearance. Clearance is defined as an activity conducted following lead-based
paint hazard reduction activities to determine that the hazard reduction activities are complete and that no soil-lead hazards or
settled dust-lead hazards exist in the unit (or, if Federal Assistance is less than $5000, worksite only). In all cases, the
clearance examination must be performed by a Georgia EPD certified inspector or risk assessor. In most cases this will be
the same personnel that conducted the risk assessment. While this is not mandatory, the clearance examination MUST be
performed by a certified individual who is a “neutral third party” that has no relationship with the contractor who performed
the hazard control activity. In NO case should the contractor or their designee perform the examination. The lead hazard
control contract should have provisions that make the contractor responsible for any costs associated with failure to pass
clearance (additional cleaning, continued relocation, additional testing, etc.).

The rehabilitation advisor should keep in mind that for Level Il and Il activity, the ENTIRE unit must pass clearance, even if
work was not performed in the entire unit. This means that write-ups for these units must include the specification of
specialized cleaning in preparation for clearance testing that must be performed for the entire unit, including any outbuildings
or other appurtenances. See Clearance Standards section on page 14.

The Inspection/Risk Assessment Reports along with the Lead AND General Work Write Ups must be submitted to DCA
PRIOR to soliciting bids from contractors. DCA will review each submission and provide a “Notice to Accept Bids” to the
grantee. The Notice to Accept Bids must be retained in each case file.

F. Lead Hazard Control for Homebuyer Program

All federal assistance provided for the purpose of purchase of pre 1978 housing must meet the following conditions:

The proposed owner must receive the EPA pamphlet “Protect Your Family From Lead In Your Home”

The proposed unit must undergo Visual Assessment for deteriorated paint. Personnel conducting this assessment should
complete the HUD Internet Course for Conducting Visual Assessment. This course is available at
http://www.hud.gov//offices/lead/training/visualassessment/h00100.htm If deteriorated paint is identified, the paint must be
tested and, if found to contain lead-based paint, stabilized using safe work practices. Clearance must be achieved in the unit
prior to occupancy if vacant or, if occupied, immediately prior to Federal Assistance.

The owner must be provided all reports related to lead hazard control activity: Inspection/risk assessment report, lead hazard
control work write-up, and clearance report that includes lead hazard control work completed. Written documentation of
receipt of these items is required (see Form 13)
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CHAPTER TWO: SELECTING THE KEY PARTICIPANTS

With the citizen's involvement in the program and the community officials' approval of the Program Policies Statement and
Minimum Property Standards, the Director is ready to hire his or her staff. The size of the staff will be justified by a careful
analysis of: 1) the number of properties suitable for rehabilitation, 2) the goals set forth by the community officials, 3) the
amount of funds appropriated in the approved CDBG application for administrative expenses and inspection fees.

Selecting the Staff

A well designed staffing plan is important to the success of a housing rehabilitation program. The Director can justify his or
her demand for the size of the staff by presenting the required workload to meet the program goals for each position.

Realizing that housing rehabilitation is a complex process, some small communities may have no means of administering
their own program. Local officials and staff may be too busy with their normal workload to undertake such a responsibility
or there may be no one qualified locally to administer the program. There are outside resources available such as Regional
Development Centers, private consultants, nonprofit sponsors and other governmental agencies to fulfill the need. For those
communities who will be limited in scope and administrative expenses, it is suggested that they retain a qualified
Rehabilitation and/or a Financial Advisor to be paid for their respective services on a fee basis. There are many professionals
in the private sector, such as architects, contractors, consultants, mortgage loan processors and consumer finance managers
that are available for part-time employment. It is essential that an employment contract be written for those individuals or
firms that will be rendering services to the Rehabilitation program on a fee basis. This contract must clearly indicate their
responsibilities and duties for which they will be paid and it is further suggested that the City/County Attorney approve the
contract before execution. Specific tasks, goals, milestones and performance measures along with dates and deadlines should
be clearly outlined in the contract that stipulate the conditions and accomplishments that must be achieved in order to receive
compensation under the contract.

Communities are reminded that they are expected to comply with their own Employment Policies/Standards and Federal
"Fair Employment Practices" in the hiring of staff that will be on payroll. The selection of Consultant Firms or any other
private enterprises retained for services in the CDBG Rehabilitation Program must comply with the Federal "Fair
Employment Practices” and O.M.B. Circular A-102. Communities will be audited for compliance.

Regardless of who administers the program, there are certain positional functions that must be addressed either by part-time
employees for each position, or full-time employees responsible for a combination of positional duties. The following is a
sample list of typical job descriptions:

The Program Director (Full-Time CDBG Director)
The Director should be capable of performing the following duties:

Work constantly to improve the program by streamlining procedures.

Be prepared to make presentations to all types of groups.

Expand his or her knowledge of state and national housing programs and issues.

Maintain close surveillance of staff activities and balance the workload accordingly to assure quality control.
Provide progress reports of the program to appropriate local officials.

Spot check monitoring of contractor's workmanship and overall program administration to assure consistency and
integrity.

7. Assume responsibility for the performance of the program.

oupwdE

The Financial Advisor
The Financial Advisor should have the following qualifications:

1. Knowledge of mortgage lending practices either from experience or education if using a loan technique.
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Administrative capabilities.

Basic computer/word processing/spreadsheet skills.

Community mindfulness; a sincere concern for the people he or she will be serving.
Communicative ability to discuss the program effectively to all levels of people.

agkrwn

NOTE: Experience in title examination and appraising is very helpful.

The Rehabilitation Advisor

The Rehab Advisor should have the following qualifications:
NOTE: RESUME INCLUDING EXPERIENCE AND BACKGROUND MUST BE KEPT IN THE GRANT RECIPIENT
FILE.

Experience and/or education in the field of residential construction.
Computer/construction software literacy

Understand and capable of accurate cost estimation

Knowledge and capability to write appropriate job specifications.

Thorough understanding of federal lead-based paint regulations.

Community mindfulness; a sincere concern for the people he or she will be serving.
Communicative ability to discuss the program effectively to all levels of people.

Nogh~wdPE

The Clerk
The Clerk should have the following qualifications:

Basic computer/word processing/spreadsheet skills.

Capability of completing/processing write-ups accurately and in a timely manner.
Understanding the importance of completing legal documents flawlessly.
Communicative ability to discuss the program effectively to all levels of people.
Be able to act as the office receptionist and the Director's secretary.

Maintain a quality filing system.

I R

Obviously, the clerk's responsibilities are significant to the success of the program. This position should not be treated lightly
when hiring. This position is an important link to all of the staff's functions.

Regional Development Centers and private consultants are strongly urged to train a local government clerk to act as the
contact person in their absence. This is a must if the program is going to be under control and monitored properly by the
Administrator.

Selecting the staff is a significant phase of a successful rehabilitation program and should be dealt with accordingly.
Selecting the Appraiser

Should the program require the need for rehabilitation appraisals, the following are the qualifications recommended for the
program appraiser:

1. Has a general reputation among users of appraisals for satisfactory real estate appraisal work,

2. Has performed staff appraisals while in the employment of a firm, bank insurance company or other businesses
which utilizes real estate appraisals in its operations,

3. Has an educational background in real estate which would include, but not limited to, college level courses in

appraising and general real estate training sponsored by appraisal organizations and is certified by the Georgia Real
Estate Appraisers Board,
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4. Can provide copies of three narrative "demonstration type" appraisal reports which demonstrate the appraisers'
understanding of, and ability to deal with the types of appraisal situations encountered in providing rehabilitation
appraisals.

It is extremely important that the appraiser is aware of the program objective for the target areas. The appraiser must
understand that the value of the property to be rehabilitated must also take into consideration the neighborhood upgrading
expected as a result of the community's housing rehabilitation program. Should the appraiser refrain from applying this vital
consideration in the overall valuation of the property, it is conceivable that the assessments will be too conservative.
Consequently, this will result in some applications being disqualified and the program will not achieve its anticipated impact.

Like the attorney, the appraiser's timely service will be critical to the program's progress. When the community has approved
an appraiser, their name and qualifications should be referred to the local lenders participating in the "Leverage Loan
Program" for their concurrence.

Selecting the Attorney

In order to complete the loan package for approval, it will be necessary in most cases, to obtain a preliminary title
examination on the property to be secured, and subsequently a final title examination after loan settlement. This function is
vitally important to the Financial Advisor as the certificate will, in conjunction with the applicant's verified income and
liabilities, reflect what "package" of financing would be appropriate for the applicant's needs.

Special attention should be given to the selection of an attorney. A Director should consider not only the reputation of the
attorney or law firm, but whether the firm can deliver your certificates in a timely manner. The attorney should be made
aware that this service is critical to the success of the program. They should also be made aware that final certificate is
required before the contractor begins work. This should not be a time consuming task since a preliminary examination of the
chain of title has already been completed. Assure the attorney the program will assist in clearing any "clouds™ on the title,
but insist upon timely service. Should an attorney meet these qualifications refer their name to the local lenders participating
in the program for approval.

If the program is using the Direct Grant and/or the Deferred Payment Loan techniques the Certificate of Title from an
attorney may be substituted by a certified statement of "fee simple" by a staff member who has verified the applicant's
ownership of the property to be rehabilitated at the county courthouse deed room. The community must assure itself of
ownership as of the date of the CDBG subsidy award with supporting documentation. The decision to use an attorney for this
purpose is a local one. See CHAPTER THREE "VERIFYING OWNERSHIP" for details.

Securing General Contractors

NOTE: ALL GENERAL and RESIDENTIAL CONTRACTORS NOW ARE LICENSED BY THE STATE OF GEORGIA.
The License Number MUST be documented and noted in the client (Homeowner) case file.

The first step toward creating and maintaining a quality rehabilitation program is to establish a list of competent and
reputable General Contractors. It is suggested that the community inquire with the following sources:

The City and/or County Building Inspector's Office

Local Building Supply Dealers

Lumber Yards

Local Insurance Agencies (Property Insurance Claims)

Yellow Pages

Neighboring Communities presently administering rehabilitation programs
Local Newspaper - place an ad addressed to experienced general contractors.
Local agencies administering other housing programs.

N~ WNE

The Community should take all necessary affirmative steps to assure that minority firms, women's business enterprises, and
labor surplus area firms in their area are solicited to participate in the program.
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When contractors begin to inquire about the program, it is important that they understand the pre-qualification procedure.
This will involve a personal interview with the Director who will ascertain if the contractor is truly a General Contractor with
residential construction experience, or a systems subcontractor. Once it has been determined that the applicant is a General
Contractor, he should be given an application form to be completed and returned to the Director. This form (sample available
from DCA) should include the following questions:

State of Georgia General or Residential License Number

Name/address/social security number of principals

How long in business

Construction equipment owned

Other contracting firm titles under which the principals have operated or are presently operating under
Listing of State Certified Subcontractors (name and address)

Financial references (construction loans and checking accounts)

Listing of material suppliers (name and address)

Name and address of three most recent customers of which major structure construction has been completed.
0. Tax number of Business.

BoOoo~NoO~LONE

Should the "Common Rule™ procurement standards apply (see Chapter I11; "Invitation to Bid") to the program because the
Community is considered to be a party to the construction contract, the following affirmative steps are required:

Placing qualified small and minority businesses and women's business enterprises on approved  contractors register;
Assuring that small and minority businesses and women's business enterprises are invited to bid;

Dividing total rehabilitation when economically feasible, into smaller tasks or quantities (systems work) to permit maximum
participation by small and minority business, and women's business enterprises;

Establishing program schedules which encourage participation by small and minority business and women's business
enterprises;

Using the services and assistance of the Small Business Administration and the Minority Business Development Agency of
the Department of Commerce; and

Requiring the prime contractor, if subcontracts are to be let to take the affirmative steps listed above.

Besides the information requested on the Contractor's application form, there should be a section included for conditions that
the Contractor agrees to comply while performing the rehabilitation work. The following is a listing of these conditions:

1. To only use contract forms previously approved by local government;

2. That work will be performed by state certified workers in accordance with the program specifications, the Statewide
Uniform Construction Codes, applicable Federal regulations and the Building/Housing codes adopted by the
community;

3. That work will be subject to the inspection of the local government and its designee, the U.S. Government, and the
Georgia Department of Community Affairs;

4. That if work performed by the Contractor is found to be unsatisfactory by the local government, or if contract

relations between the General Contractor, or his subcontractors and the homeowner is found to be unsatisfactory, the
local government may remove the Contractor's name from the approved Contractor's register;

5. That evidence of the required Comprehensive Liability and Property Damage, and Workman's Compensation
insurance will be provided prior to every contract award;

6. That the Contractor will abide by the Equal Employment Opportunity provisions of the Civil Rights Act and other
applicable regulations listed in the construction contract;

7. That the withdrawal of a bid, without justification as determined by the local government, could remove the
contracting firm from the Approved Contractor's Register.

8. That if a dispute arises between the Owner and Contractor on matters related to the Construction Contract, the

Contractor will abide by the decision of the Arbitration Committee (if applicable).

The principals of the contracting firm will inform and officially acknowledge the preceding conditions when they sign the
application. All subsequent execution of documents, such as the bid forms and construction contracts, should have at least
one of the principal's signatures as indicated in their "application”, or it should not be accepted.
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A major concern of a Contractor, when considering doing work in the program, is the time frame and the source for receiving
his money. The Director should provide assure that there will be progress payments as per the contract terms, and a check
will be available within a reasonable time period; once an Affidavit and invoice is submitted and the Rehabilitation Advisor
concurs in writing.

Since the role of the Contractor is so critical to the success of the program, certain items of the Contractor's application
should be investigated with the findings documented. The investigation should include:

DCA clearance of De-Barred List

Credit Bureau reports on the principal(s)

Financial references cleared

Material supplier references cleared

Recent customers visited at home to evaluate quality of work. If the customers are out of town, a letter should be
sent to them requesting: a) the extent of the work, b) time period for completion c) their rating of the work. (Form
letter available at DCA).

abrwdE

When all the above information has been verified, the Director is ready to evaluate the Contractor. The following factors
should be considered:

1. Is the Contractor financially sound with the ability to finance a job to its completion? If not, is "factoring™ the
contract with a local lender a practical alternative?

Does the Contractor have the ability to coordinate his work effectively?

Does the contractor complete the work in a timely manner?

Does the contractor have the ability to get along with clients?

Does the contractor have sufficient construction and estimating experience?

Does the contractor conduct their work in a professional manner?

Does the quality of the contractors past work meet the program specifications?

Nogak~wd

The established register of approved Contractors, and all Contractors subsequently approved, should be listed on the
"Clearance of Prime Contractor"” form and submitted to DCA.

Contractors Conference

A major challenge to the small community is selling the program to local contractors. Perceiving that the program is
complex, they may be hesitant to get involved in something they do not understand. Small contractors do have legitimate
concerns about involvement in federally funded programs, and the most effective way to address these concerns is a public
forum.

The first step in setting up a Contractors' Conference is to obtain a list of all the contractors in your area. Send a letter to all
the contractors on the list briefly describing the program goals (number of units to be rehabilitated) and the minimum
property standards (electrical, plumbing, heating, framing and mechanical systems). The letter, along with an advertisement
in the local newspaper, should invite the contractors to an open conference at a certain time and place.

The basic purpose of the conference is to explain the program and how it can benefit contractors financially. The conference
itself can be handled with a detailed agenda that covers all the items of importance to contractors. The following is a sample
agenda:

Welcome and Introductions of staff

Source(s) of Funds/Project Area

Previous Program Experience

Temporary Relocation (if applicable)

State Certification of Contractors

Georgia Lien Statute

Terms and Conditions for Contractor's Qualification
Bid Document Specifications (see Exhibit F(2)c)
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Codes Compliance

Federal lead-based paint regulations
Bidding Procedures (See Form 20)
Insurance Requirements
Construction Contract

Progress Payments

Changes in scope of work

Permits and Licenses

Inspections

Removal from Register

Escrow of Rehabilitation Funds (if applicable)
Avrbitration Committee (if applicable)
Question/Answer

Adjourn

All Contractors should be given a copy of the Contractor's Application along with the agenda as they enter the meeting place.

It is essential to periodically conduct meetings with your contractors in order to retain their interest in the program, allow
them input into streamlining procedures, and provide a forum to voice their concerns.

Monitoring the Contractors

During the course of the project, difficulties may arise between a contractor and the staff. Some of the danger signals to
watch for are:

Failure of the contractor to respond to messages,

Lack of supervision at the job site,

Failure of the contractor to respond to "call backs" during the warranty period,
Financial problems (comments from creditors and suppliers),

"Shortcutting™ and using alternatives from the specifications,

Conflict with the Owner.
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All of these problems require prompt attention by the Director. Contractors should be kept under close control, but by the
same token, every contractor deserves to be treated fairly and with respect at all times.

It is suggested that the community establish a Board of Arbitration to conduct hearings with the Contractor, staff and/or
Homeowner on any disputes that the Director cannot resolve. This committee may consist of a: 1) respectable homeowner
from the target area; 2) building materials dealer; 3) social worker; 4) "outside” construction contractor; 5) attorney. All
board members should not have any self interest in the rehabilitation program. If a community established a committee for
this purpose, it should be noted in the Program Policies Statement and in the terms and conditions of the Contractor's
Application and the Construction Contract.

After the Director has completed all of the activities stated in chapters one and two of these guidelines, the program is ready
to take its first application. Assuming, of course, that all of the Grant Award documents have been properly executed and
submitted, and all "special conditions" have been cleared.
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CHAPTER THREE: ADMINISTERING THE PROGRAM
(PRE-SETTLEMENT)

Taking the Application

The most popular method of handling eligible applications is the "first come, first served" basis. However, the priority system
for the processing and funding of cases addressing all the units identified in the CDBG application as being feasible for
rehabilitation should be defined in the Program Policy Statement. One example of this prioritization system could be the
following:

Elderly/handicapped - owner/occupied applicants
Owner/occupied applicants

Rental property homeowners (low and moderate income)
Rental property investors (low and moderate income tenants)
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Where will you find your first application? In most cases, the Director has maintained a waiting list during the planning
(housing survey) and start-up stages of the program. Many residents have heard about the program through various public
awareness efforts. If the Director did not keep a waiting list, the best opportunity to secure a list of potential applicants is
when the Director held his initial neighborhood meeting in the target area. Before closing every meeting, the Director should
ask for those eligible homeowners who are interested in the program to list their name, address and phone number before
leaving.

The Director should keep in mind that the first job will be the most important job of the program. After categorizing the
applications according to the priority policy (if applicable, see above) the Director and the Rehabilitation Advisor should
survey the eligible properties under the most severe class to select a structure that will reflect the most dramatic change from
the outside; and without question, feasible for rehabilitation. Ideally, the Owner will have a small mortgage on the property
that can be refinanced with a loan that may reduce the borrowers housing expense after rehabilitation. Your first applicant
may become the program's strongest supporter, but by the same token should there be problems, the Owner can be the one
who can hurt your program the most. The Director should remember that many people living in the project area will be
going by and looking at the property while it is under rehabilitation.

Once the first applicant has been selected and it has been confirmed that the unit was targeted in the grant application, the
applicant should be asked to bring the following documents:

Form of Identification (i.e., Driver's License)

Warranty Deed for the property to be rehabilitated, including the year the home was constructed

Current Homeowner's Insurance Policy,

Most recent real estate tax receipts for property to be rehabilitated,

Recent pay stubs and/or documentation of income from all sources for all adult members of the households,
If self-employed, last two year's tax returns and current financial statement,

Name, address, account numbers and balances of the following: a) Mortgage Company(s), b) Open Creditors, c)
Depositories of savings and/or checking accounts,

NOTE: Item (7) is applicable only with Direct Loans and Leverage Loans.

8. A list of construction work desired (optional).

9. List of special needs (i.e. handicap measures).
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On occasion the Financial Advisor should be prepared to take the application at the applicants’ home if he or she is disabled
or otherwise unable to come to the office. Before the appointment, the Financial Advisor should have the following
documents ready for disclosure and execution:

Rehabilitation application (See Form 1 for sample)

Verification of Employment(s)

Verification of Deposit(s)

Verification of Mortgage(s) (applicable for Direct Loans and Leverage Loans)
Terms and Conditions of Rehabilitation Assistance (See Exhibit F2g;)
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Financial Statement (See Form 2 or 3; applicable for Direct Loans)
Lead-based paint notice and EPA Pamphlet (Form 13)

Selection of Bidding Procedure (see Form 20)

General Release of Information Form (see Form 8)

0. Identification of Rehab Property by owner on target area map
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Verification forms and cover letters are available at DCA.

At the time of personal contact with the applicant, he or she should be introduced to staff and briefed as to how each member
will be involved in the rehabilitation procedure. The Financial Advisor should begin the application process by disclosing
the elements of the program in the following order:

The sequence of processing the case

The benefits of the program

The eligibility requirements for assistance, including compliance with lead-based paint regulations
The limited use of funds

The bidding procedures
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After disclosure of the above, the Financial Advisor is ready to divulge and execute the eight documents previously stated
above.

Now the Financial Advisor takes the position of an interviewer. He or she will complete the following items on the
Rehabilitation Application (Form 1):

All basic applicant information and address as it reads on the Warranty Deed

Section | should include all full time occupants of the dwelling

Section Il includes all income information for household members. See "Documenting Income" section below
Information on existing debt on property to be rehabilitated

Applicant must read and sign certifications
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Two samples of income/assets vs. expense/liabilities forms are included. This type form is useful in determining
income/debt ratios for applicants to determine potential credit availability.

Copies should be made of all pertinent documents brought to the interview and the originals returned prior to the applicant
leaving the office.

"Do's" and ""Don'ts" of Interviewing

DO:
1. Be thorough in your explanation
2. Present a good appearance (office and dress)
3. Answer every question realistically and honestly
4. Be organized
DO NOT:
1. Promise the applicant anything that the program cannot deliver
2. Ask irrelevant questions
3. Over emphasize
4, Commit approval to financing eligibility

By conducting the interview in a professional manner, the applicant should leave with positive feelings about the program.
The challenge to the Rehabilitation staff at this stage is to instill enough faith and confidence into the applicant at first
meeting that he or she will be assured their interests are going to be protected. This impression should be retained throughout
the process.
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The next step is to give the applicant a copy of the "Terms and Conditions of Rehabilitation Assistance" (Exhibit F2g) and
advise them that the Rehabilitation Advisor will be in touch in the near future to arrange a meeting at the subject property to
inspect the property and mutually determine what work needs to be done to meet the Minimum Property Standards.

Application Processing (Initial)

With the written authorization on each of the verification forms secured at the time of application, the Clerk should be
instructed to prepare and mail the forms to the respective institutions. A cover letter should be enclosed along with a return
stamped envelope for their convenience. As the verifications are returned, the information should be entered in the
appropriate place in the application.

A folder should be created with the applicant's name and address as it reads on the Warranty Deed. This file should include
all the copies of the documents submitted and executed by the applicant besides copies of the letters and verification forms
mailed.

A Rehabilitation Tracking Sheet should be prepared and placed in the file (See Exhibit "A™). This form is a useful "at a
glance” tool in checking for completeness of the file.

Documenting Income
HUD has available an Income Calculator for use by CDBG and HOME programs. It is available at the following website:
http://www.hud.gov/offices/cpd/affordablehousing/training/calculator/calculator.cfm

This calculator was developed by the HOME program but usable for CDBG or any other program. This allows grantees to
efficiently determine income eligibility of applicants for rehabilitation loans, homeownership assistance, etc.

All sources of "gross household income" and earnings of all adult members anticipated to be received in the 12-month period
following the effective date of income certification(s) which will be used to determine whether the applicant is eligible for
assistance, must be verified and documented. Copies of these documents must be maintained in the applicant file.
Communities must use one or more of the following means of documenting the applicant's recent income.

1. Completing and printing calculations using the HUD Income Calculator described above.

2. Completed Verification of Employment Form. A completed "Request for Verification of Employment Form,"
(available at DCA), or another acceptable verification of employment form designed by the community which
includes all the information on the DCA form, is the best means of verifying income. However, the verification of
employment form must be mailed by the community to the employer and by the employer back to the community;
these forms should not be hand-carried by applicants.

3. Previous Year's Income Tax Return (1040). The Federal Income Tax Form (such as the IRS 1040 Form), signed by
the applicant and filed with the IRS, generally is acceptable as a sole source of income documentation if the
borrower is applying for assistance funds in the early part of the year. The IRS tax forms are the most accurate
source of income verification for applicants with irregular incomes or with updated information for the current year.
These forms are required for all self-employed borrowers. During the last six months of the calendar year, the
Federal tax forms should be supplemented with recent income documentation, such as one or more pay stubs or a
documented telephone call to the employer. This will help ensure that the applicant's income has not changed
significantly since the Federal tax form was prepared.

4. Salary Pay Stubs. When the income is solely from salary, salary pay stubs may be used as the sole or primary
source of income verification. These salary stubs must be for a recent, continuous one-month period. When the
salary pay stub documentation supplements a different verification source, such as the previous year's W-2 form(s),
one typical pay stub may suffice to verify the current salary.
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5. Previous Year's W-2 Form(s). Like the Federal tax form, the previous year's W-2 form(s) for all employment
income is generally an acceptable sole source of income verification, but only if the applicant is applying for
assistance in the early part of the year.

6. Pension, Disability, Social Security or Social Services Benefits. Acceptable methods of verifying such income
include any one or more of the following, which are listed in order of preference:
A Requesting information from the Social Security Administration Office which services the
community. In order to receive prompt service, it is best to send the request to the attention of a
particular individual;
B. A current copy of the award letter;

7. A photocopy of a regular benefit check, if the prospective borrower can bring the check to the office for
photocopying.

8. Bank statement which clearly indicates a direct deposit for fixed income benefits (such as social Security, SSI, etc.).

9. Currently Dated Balance Sheet and Statement of Operations. Where the principal source of income is from the
applicant's business, whether owned individually or by a corporation or partnership, or where the applicant itself is a
corporation, partnership or other legal entity, the community must obtain audited financial statements for the entity
prepared by an accountant, including a currently dated balance sheet and statement of operations, or a signed copy
of the legal entity's most recent tax return filed with the IRS. For partnerships, the community must also obtain this
same information from all general partners. For limited partnerships, the community must also obtain this same
information from as many limited partners as necessary to determine whether the partnership is an acceptable risk.
(This may or may not include all limited partners.)

10. Separation or Divorce Settlement Statement. A separation or divorce settlement statement for alimony or child
support payments is necessary. This statement must be supplemented by some evidence of regular payment of the
alimony or child support payments.

Verifying Other Income. The community must either use the previous year's Federal income tax return or the sources listed
below to verify the following types of other income:

1. Income and Expenses from Investment Properties -- verifiable with signed leases for income, cancelled checks or
copies of receipts marked paid for expenses, audited profit/loss statements or other statements from leasing agents
or; a completed Pro-Forma (available at DCA).

2. Interest or Dividends from Stocks, Bonds, or other Financial Institutions -- verifiable with statements from the
broker or financial institution. A "Verification of Deposit" form is available at DCA,;

3. Payments of Principal or Interest on Notes or Mortgages -- verifiable with copies of the legal instrument and some

evidence of regular payment. A "Verification of Mortgage" form is available at DCA;

Overtime, Bonuses or Commissions -- verifiable with statements from the employer;

Regular Contributions or Payments from Others, including funds contributed by other family members regardless of

whether they live in the same dwelling as the prospective borrower -- verifiable with cancelled checks written by the

payer, bank statements showing deposits in the prospective borrower's account, or a written statement concerning
the contribution or payment.

6. Various "Odd Jobs" -- verifiable with an executed notarized legal "affidavit."

o~

NOTE: Telephone verification may be used in lieu of forms and statements only when the services are not responding to
your written requests. The information gathered over the telephone should include:

1. ALL the information required on the appropriate verification form
2. Name and position of person providing information
3. Date and time of telephone call

This information should then be documented in the applicant's file.

After all the "gross household income" of the occupants has been verified, the community should compute the annual income
to determine if it is within the current "low and Moderate" Income Tables. If the annual income exceeds the "lower" limit,
the applicant is not eligible for financial assistance.
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Verifying Ownership

If the community is processing a Direct Loan or a Leverage Loan Application it must retain an attorney to prepare a
"Preliminary Certificate of Title Examination™ on the property to be rehabilitated. Forward a copy of the Warranty Deed and
real estate taxes with your request to the attorney. Normally, this is done after the Owner has accepted the "reasonable™ low
bid.

Should the community be processing a Direct Grant or Deferred Payment Loan application it may use one of the following
methods to verify ownership:

1. Secure a "Certificate of Title Examination” from an attorney.
2. Secure a "fee simple™ certification from an attorney without researching title objections to the property.
3. "In-house verification of "Fee simple" ownership by a staff person who will locate the Warranty Deed at

the county courthouse deed room and search all the indexes to the current date to assure the applicant is the
current legal owner of the property. A certified statement should be prepared by the staff person
conducting the title search which indicates: (1) Date of search (2) Deed Book and Page number of
Warranty Deed examined (3) "Fee Simple" of ownership (4) Certification of current ownership.

4. Secure a certified statement from the community's Tax Assessor confirming present ownership.

An applicant is considered to have met the requirement to own a dwelling if the person holds any of the following interest in
the real property:

Fee title, a life estate, a 99-year lease, or a lease, including any options for extension; or
An interest in a cooperative housing project which includes the right to occupy a dwelling; or
A contract to purchase any of the interests or estates described above (ie., Land sales contract); or
4, Any other interest, including a partial interest, which, in the judgment of the local attorney, warrants
consideration as ownership of the dwelling.
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Note: The term "dwelling" means the place of permanent or customary and usual residence of a person, according to local
custom or law, including a single family house; a single family unit in a two-family, multifamily, or multi-purpose property;
a unit of a condominium or cooperative housing project; a non-housekeeping unit; a mobile home; or any other residential
unit.

Preparing the Work Write-Up and Cost Estimate

The Rehabilitation Advisor's initial concern is whether the property is feasible for rehabilitation. (See Rehabilitation
Feasibility Test Exhibit "I") This is normally determined by the Rehabilitation Advisor during the housing survey. An
inspection checklist, if used properly, will be a "measuring stick™ for evaluating feasibility and eligibility for assistance. It is
imperative that the final feasibility decision, as it is stated in the Program Policies and Procedures Statement, be verified at
this stage of processing so as to avoid later embarrassment and wasted time and work. The Rehabilitation Advisor will
initially have to make a thorough inspection of the property classifying all of the Minimum Property Standards (MPS)
Violations, Incipient violations, and the General Property Improvements (if applicable).

Should there be any doubt about the feasibility of rehabilitation due to the existing condition of the structure, or should the
Homeowner dispute the community's decision, it is recommended that the rehabilitation advisor complete the write-up listing
all MPS violations with cost estimates. The Director should then request an appraisal on the property indicating the
replacement costs and as-is value. The appraisal in conjunction with the cost estimate should professionally justify the
feasibility of rehabilitation, as it is defined by local policy. The Rehabilitation Advisor should always keep in mind that the
property after rehabilitation must meet the program Minimum Property Standards.

The Rehabilitation Advisor should prepare the write-up at his earliest convenience. One cannot over-emphasize the
importance of being specific and clear on each and every item. The write-up should be written in such a manner that it
prevents misunderstanding by the bidding contractors and the homeowner. The Rehabilitation Advisor should not only be
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informed of the program's Minimum Property Standards, but should also be knowledgeable of the bid document
specifications (see Exhibit "F2c) to make cross-reference as needed in the write-up.

COMPLIANCE WITH LEAD-BASED PAINT REQUIREMENTS - If the dwelling was constructed prior to 1978, a
lead-based paint inspection is required for all CDBG grants awarded to communities after September 15, 2000 unless the
property is otherwise exempt (see Section I). If applicable, the inspection for lead-based paint should occur at this time. If
lead-based paint is detected, a risk assessment should be performed at the time of the inspection (if mandated by the level of
federal assistance. See the chart on page 14). The rehab advisor should use the risk assessment report as a guide in
determining how to best reduce the hazards found in the dwelling. If the federal assistance for the unit falls between $5000
and $25000 interim controls are a design option for lead hazard control. Above $25000, abatement is mandatory. Itis
imperative that the rehab advisor has a thorough understanding of the issues and procedures involved in this process to
achieve maximum effectiveness in the goal of creating lead-safe housing. In all cases where lead-based paint is detected,
clearance requirements must be met. Technical assistance is available through DCA on this subject.

Once the Rehabilitation Advisor has completed the write-up, a "Local Cost Index" (A current listing of all standard rehab
materials and labor costs that prevail in the community) should be used to estimate the costs for each item. The Rehabilitation
Advisor should then meet with the Director who has secured the Finance file with all of the verifications completed and
returned. The Director should have an idea as to whether or not the program will be able to afford loan assistance to the
applicant considering the budget evaluation, the availability of funds, and the maximum loan and grant limitations.

When the determination has been made to proceed with the processing, the Rehabilitation Advisor should contact the Owner
to finalize the write-up. Every item must be disclosed to the Owner, who should be made aware that the write-up will be
exclusive for bidding purposes. Copies of write-ups with cost estimates should be submitted to the Financial Advisor for their
file. The Rehabilitation Department is now ready to invite contractors to bid on the property if the Owner has selected the
"open, free and competitive bidding" method (see Form 20).

The Owner may select a General Contractor of his or her choice provided, however, that the Contractor qualifies under the
community's eligibility criteria and agrees to perform the work according to the Bid Document Specifications. The Owner
must also agree that the negotiated contract amount must prove to be advantageous to the program as determined by the
Community.

Invitation to Bid (Competitive Bidding)

The Clerk should make as many copies of the write-up (without cost estimate figures) as there are contractors on the register.
Bid Packages should be created including (1) the Bid Document General Conditions (see Exhibit F2a & b), (2) the Bid and
Proposal Form (see Exhibit F2d), (3) the write-up, with the Contractor's Bid Packet cover form (See Form 6) on top. A letter
should be sent to the contractors on the Register specifying the bid opening date, time and location, and inviting them to pick
up their packets at the Rehabilitation Office. It is suggested when the contractors pick up bid packets that they sign and date
a log or register (see form 21).

An excellent way to market the program to the public is advertising the invitation to bid in the local newspaper. Citizens and
contractors will note the progress of the program by how frequent the ads appear.

A letter, with the write-up (without cost estimate figures) should also be sent to the Homeowner advising that contractors will
be contacting them shortly to make arrangements for inspections. This letter should also invite the Homeowner to the bid
opening.

Rehabilitation Advisors are warned not to amend or alter the write-up on minor items after contractors have received bid
packets. This could lead to unnecessary confusion with the bidders and result in embarrassment to the community. Any
necessary write-up changes can be effected at the Pre-Construction conference by executing a change order immediately after
the Contract has been signed. If major items of the write-up need to be modified, all the contractors need to be informed that
the bid opening has been cancelled.
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The Bid Opening (Open, Free and Competitive Bidding)

It is possible that some contractors will submit their bid prior to the bid opening date. Should the staff receive any bids
within this period there are three steps that should be taken; the first step is to make sure that the bid is in a sealed envelope,
and the second is to mark the envelope "received" with the date and time noted on the envelope and initialed by the staff
member receiving the bid; the third is that the bid should be recorded on the "bid abstract" register (see Form 9). Attention
should be given in assuring that the contractor's name, the rehabilitation property address, and bid opening date is indicated
on the envelope. The primary purpose of the bid opening is to determine whether the low bidder has submitted a
"reasonable” proposal - not to award a bid.

At the bid opening, the precise time should be synchronized with all interested parties present. The Rehabilitation Advisor
should be present to answer any questions concerning the write-up. The Clerk should be present to record the bids (See Form
9) while the Director presides over the meeting. After all of the bids have been opened, the Rehabilitation Advisor should
determine as soon as possible what percentage the low bid is to the estimate. The ten percent spread (plus or minus) is a
popular limitation to ascertain the "reasonableness" of the low bid. If the low bid is below the "reasonableness" margin, as
per local policy, the Rehabilitation Advisor must meet with the contractor immediately to determine how he arrived at his bid
price. It could possibly be an estimate miscalculation on the part of the Rehabilitation advisor and not the contractor. If the
Rehabilitation Advisor can be assured that the acceptance of the bid will not cause the contractor to fail in completing the
work for lack of funds, then he can recommend the bid to be accepted by the Owner. By the same token, if the bid is above
the "reasonableness” margin, a close analysis should be taken of the cost estimate. In either case, both the Homeowner and
the programs interest should always be protected. The Homeowner will reserve the right to reject any and all bids. However,
the Owner will be relying on the Rehabilitation Advisor for an opinion as to whether the bid is "reasonable”. Withdrawals of
bids should always be in writing addressed to the owner. Contract awards will be made to a responsible contractor whose
proposal is most advantageous to the program (with price and other factors considered) regardless of the method of bidding
selected by the owner.

NOTE: If the final bid is above 20% of the allocated budget (in the original grant application) for the unit, the work write up
(with bid figures) must be submitted to DCA for review along with a cover letter detailing the reason(s) for the cost exception
as well as proposed method for financing the difference in cost. Approval to proceed from DCA is required prior to awarding
the bid.

When the Owner has accepted the bid, the Financial Advisor will determine the most beneficial and affordable financing
package to achieve the required rehabilitation. In order to accomplish this evaluation, the Financial Advisor must complete
the Homeowner Project Financing Summary (see Form 22). After completion of this information the Financial Advisor can at
least determine the probability of eligibility, "ability to pay," and refinancing at this stage with supporting documentation.

The applicant, after accepting the most reasonable bid, is quite anxious for the work to begin, but he or she is even more
concerned about the grant or loan eligibility. The Financial Advisor should advise the owner whether or not the bid qualifies
his application for assistance, but final determination for a loan cannot be made until an appraisal and title examination has
been made on the property and a credit bureau report has been secured.

Negotiated Bids

While open competitive bidding is the preferred method of selecting a contractor, it is permissible to use the negotiated
bidding method in instances where a community cannot attract multiple contractors to form a contractor pool or when a
property owner requests using a contractor of their choosing.

In all cases, the contractor must meet the programs contractor eligibility criteria as described in the previous section. The bid
submitted by the contractor must meet the criteria established in the program for determining a “reasonable” bid (usually
within 10% of the rehab advisors cost estimate). If the bid does not meet the criteria, the rehab advisor may negotiate price in
order to get the bid within a qualifying range. If the negotiation is not successful, the project should be re-bid OR the owner
may pay the difference between the contractor price and the cost estimate.

Similarly, should the owner choose to use a contractor not deemed “most advantageous to the program” by the rehab advisor
because of a high bid, the owner may pay the difference to the contractor of their choosing.
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In all cases, the owner is required to participate financially at the level required by the program and the differences cited
above would be in addition to that amount.

Loan Processing (Final Stage)

The Financial Advisor requests: 1) Appraisal Report; 2) Certificate of Title Examination; 3) Credit Bureau Report from the
appropriate sources. A copy of the Warranty Deed and current tax receipts should be enclosed with the letter to the Attorney.
A copy of the Warranty Deed and the write-up should be enclosed with the letter to the Appraiser. Every effort should be
made by the Financial Advisor to assist the Appraiser and the Attorney in completing their services in a timely manner. The
Financial Advisor should also be prepared to provide the Credit Bureau all the essential information for a written report.

Selecting Type of Financial Assistance

When the Rehabilitation Department is in receipt of the appraisal, title certificate, and the credit bureau report, the Financial
Advisor can: 1) make the final determination of eligibility; 2) ascertain "ability to pay" a Direct or Leverage loan; 3) provide
the most beneficial financing package to the applicant; 4) complete the rehabilitation application. The Homeowner Project
Financing Summary (see Form 22) is a good tool to achieve effective packaging.

If the primary source of financing is the Leverage Loan, the Financial Advisor should determine whether a Deferred Payment
Loan will be necessary to supplement rehabilitation costs. The eligibility and the actual amount of the DPL can be
determined by using the DPL Eligibility/Computation Form (available from DCA). As stated in the first chapter, "flexibility"
in the financing program should provide for a sound and beneficial "package" to the applicant.

Once the type(s) of financial assistance has been identified by the Financial Advisor, contact should be made with the
applicant to provide information regarding the amount of the grant and/or loan, monthly payments (including taxes and
insurance, if applicable), and term of loan, etc. With the applicant's concurrence, the Financial Advisor has a fully
documented financial package with his recommendations ready for approval. For Direct and Leverage loans it is important
that all essential objections to title have been cleared and all supporting documentation is attached to the Title Examination
Certificate, with copies in the file.

Preparing the Financial Package

In all cases, the Financial Advisor should feel confident that his or her "package" is completely documented and all the
eligibility test forms can be supported. This is especially important when submitting your cases to local lenders who are
professionals in the loan processing business. It is critical that the program reflect a professional image by living up to the
terms of the "Leverage" Loan Agreement that directs the CDBG staff to accomplish the origination (See Item 9 of Exhibit
"E"). Should the transmittal be complete, the lender will have nothing more to do but give the community their decision.
The only judgment factor that can be imposed by the lender is a questionable Credit Bureau Report. The Financial Advisor
should be prepared to research and justify any inaccurate report from a credit agency, as this occurs frequently.

Arranging and Preparing for Loan/Grant Settlement

When the Financial Advisor has been advised of the loan and/or grant approval, he is ready to set a date certain for
settlement.

Unfortunately, in some cases, the recommendations for approval may be rejected by the approving source. Again,
"flexibility" in your financial plan will still allow an alternate form of assistance to the applicant (See Chapter 1). Assuming
the package has been approved, the Financial Advisor should arrange a convenient time for all concerned parties to attend the
pre-construction conference and settlement. Upon contacting the applicant and advising him of the approval, it is important
that he or she knows exactly when and where the conference and settlement will take place. This action should immediately
be followed up by a letter to the applicant(s) (copy to lender) and the contractor to confirm the arrangements.
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Between the time of contact and the date of settlement there are three more steps that should be taken by the Financial
Advisor:

1. Contact the applicant's insurance agency to arrange for any lender required insurance coverage, with evidence of
same to be obtained at loan settlement, being effective on the date certain;

2. If refinancing is involved, the exact payoff must be secured from the mortgagee in writing;

3. A complete review of all the pre-construction and loan/grant settlement documents at least one day before date
certain;

Regardless of the financing technique(s) used, the person who packaged the loan and/or grant should not approve the CDBG
financial assistance. Normally, the approval is executed by a local government official with the recommendation by the
Financial Advisor.
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CHAPTER FOUR: ADMINISTERING THE PROGRAM (SETTLEMENT)

Conducting the Pre-Construction Conferences

The pre-construction conference should be arranged prior to loan/grant settlement. At the pre-construction conference the
Director, the Rehabilitation Advisor, the Owner, and Contractor will meet to discuss the terms, general conditions, and
subsequently execute the construction contract.

The Director should preside throughout the conference. The disclosure must be thorough, allowing the owner and the
contractor to ask questions concerning the contract and its contents. The primary objective is for the owner to leave with the
assurance of knowing exactly what he or she will be receiving from the funds appropriated for the contract. The Contractor
should leave the conference with the understanding of what will be expected of him before any funds are disbursed.
Disclosure should be in the following order:

General Conditions by Director

Work Write-up by Rehabilitation Advisor

Identification of Exhibits by Director

Execution of three original Contracts by Owner and Contractor

Right of Rescission (See Form 24) — If a Lien or Mortgage will be placed on the property, federal law requires
that the agreement entered by the owner may be rescinded by the owner (in writing) with no penalty within 3
days of entering the contract.

6. Contact DCA for further information on this subject.

arwnE

At the time the award is made, the Director should remind the applicant and the Contractor that the undertaking of the work
covered by the contract is subject to issuance of a Notice of Commencement (See Form 10) by the Owner within the number
of days stated in the General Conditions of the contract. Upon award of the contract, the Community should notify
unsuccessful bidders that they have not been awarded the contract.

In the award of a construction contract for rehabilitation, the Owner and Contractor should execute three original contract

documents. The Director should distribute the executed contract documents to the Owner, Contractor, Local Government and
a copy to the Local Lender (if applicable).

Elements of Construction Contract

The following is a list of items normally included in a standard CDBG housing rehabilitation construction contract:

1. Date
2. Names of parties to contract
3. Performance period
4. Required insurance (comprehensive liability, property damage and workman's compensation)
5. Obtaining applicable permits and licenses
6. Conformance of work to all applicable codes (local, state and Federal)
7. Conflict of interest
8. Guarantee or warranty - one year from final acceptance of work. Furnish Owner written guarantees and warranties
covering materials and equipment furnished in contract
9. Assignment of contract not allowed
10. Lien waiver provision
11. Method of payment and retainage provisions
12. Regulations affecting subcontractors (i.e., required state certification)
13. Provision for "Remedies" and "Termination For Cause and Convenience"
14, "Hold Harmless" clause protecting governmental entity (optional for 2-party contracts)

15. Equal Employment Opportunity provisions
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16. Materials conform to specifications. All work shall be performed in workmanlike manner and only new materials
will be accepted

17. General Contractor will supervise work
18. General Contractor will protect Owner's furnishings
19. Utilities to be used at no cost to contractor during work
20. Provisions on whether Occupant will or will not occupy premises
21. Clean up provisions - protection of vegetation and utilities
22. Allow inspection at all times by Local government, State and Federal officials
23. Provisions for change orders, if needed. To be in writing and approved and signed by Program Director (or
designee), Owner and Contractor
24. Provision for "liquidated damages"
25. Time period for issuance of "Notice to Proceed"
26. Avrbitration Procedures (optional)
217. Identified exhibits incorporated into contract (to include federal requirements) such as:
a. The Bid Document Specifications and General and Special Conditions
b. The Bid and Proposal
C. The Work Write-up
d. The Drawings (if applicable)
e. The Terms and Conditions of Rehabilitation Assistance
f. The Progress Payment Schedule (if applicable)
All of the above exhibits are attached to the contract and identified by property location and name(s) of
Owner(s).
28. Signature of parties witnessed and notarized.

See Exhibit "F1" for a sample private two-party (owner/contractor) construction contract.
Georgia Lien Requirements

Georgia lien statute amendment, O.C.G.A.844-14-361.5, provides that not later than 15 days after the Contractor
physically commences work on the Owner's property, "Notice of Commencement" shall be filed either by the Owner or the
Contractor in the Superior Court in the county where the property is located. It is suggested that the community assume this
responsibility. The notice must include (1) legal description of the property; (2) the name and location of the project, and the
name and address of the following: a) the contractor, b) the true owner of the property, the person at whose instance their
work is being furnished if not the true owner (e.g., a tenant), c) the surety (if any) and d) the construction lender (if any) (see
Form 10).

Once a Notice of Commencement is filed, any potential lien claimant that the community was not informed of (e.g.,
everyone but first tier subcontractors and suppliers) must provide a "Notice to Contractor” to the Owner and the contractor
within 30 days from the day it first furnishes labor or materials, or from th