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WELCOME

Congratulations on receiving your Commitment to enter into a Housing Assistance Payment contract (CHAP)
from HUD under the Rental Assistance Demonstration (RAD)! RAD is an important tool for preserving our
nation’s public and assisted housing. We look forward to working closely with you to convert your project
from the public housing program to a Section 8 Housing Assistance Payment (HAP) Contract.

All program requirements are contained in the RAD Notice and the RAD Fair Housing, Civil Rights, and
Relocation Notice, both of which can be accessed at: https://www.hud.gov/hud-partners/rad-notices. This

document is intended to provide a general overview of the RAD conversion process and highlights areas you
and your partners should be pay particular attention to after receiving a CHAP. It is organized under the
following headings covering the most critical areas that you and your partners should be familiar with at this

stage:
e Conversion Process Overview e Conversion Process —What to Expect
e HUD Contacts - Who is Involved e First Steps — What to Do Now
e Systems — Where to Make Submissions e Coordination with Other Programs

e Foundations — Key Requirements

OVERVIEW OF THE CONVERSION PROCESS

Below is a diagram of the major steps in converting a public housing project to Section 8 rental assistance
under RAD. The section on Conversion Process provides greater detail on each step.

Strategic Planning, Initial HUD Review and Issuance of the RAD
Application, and CHAP Conversion Commitment (RCC) Construction
)
+/60 days +/-90 days 0-18 months
* What do you want to do with your asset? » HUD reviews for long-term physical and financial » Work called for in the
* Are residents and Board part of the viability RCC is completed
conversation? * HUD reviews for long-term preservation and * Resident relocation if

* RAD application is just beginning the resident protections necessary
conversation=nocommitments Conditional approval of conversion plans Resident right to return
* CHAP provides rent information and RCC sets out terms of conversion and expected Resident opportunities

confirms eligibility construction through Section 3
6-24 months +/- 60 days
» Concept Call * Removal from public housing program
 Due Diligence {capital needs assessment, * Entry into Section 8 Housing
environmental, etc.) Assistance Payments (HAP) Contract
* Up-Front Civil Rights Reviews and RAD Use Agreement
. . * Resident consultation Closing and  * Residents sign new leases
Financing Plan Development . secyre financing commitments Conversion

and Submission « Submit Financing Plan for HUD Review
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HUD CONTACTS — WHO IS INVOLVED

RAD is administered by the Office of RAD Resource Desk

Recapitalization, who is responsible for supporting
PHAs throughout the conversion process and making
sure properties comply with HUD requirements.
Throughout the conversion process, a PHA may
interact with the following roles.

The RAD Resource Desk serves as a key line of
communication with HUD. You will receive notifications
from the RRD, (for example, your CHAP was sent from
the RAD Resource Desk), and you may submit questions
about your conversion and RAD requirements.
resourcedesk@radresource.net

HUD has contracted with technical assistance providers who are available to provide
direct support to your PHA. There are two kinds of assistance you can receive:

e HUD will assign Launch Technical Assistance to your agency to conduct a
kick-off call with your team to introduce key points of contact, communicate
associated roles and responsibilities, convey the basic RAD program
requirements and timeframes; and provide preliminary feedback on the

Technical Assistance

Providers

planned conversion.

e You may request On-Call Technical Assistance at any point during the
conversion process. On-call technical assistance has been used in a variety of
ways, such as helping PHAs to develop a plan for paying off a Capital Fund
Financing Loan, procure a development partner, develop and deliver a
presentation to a PHA board, and to perform financial modeling.

The Transaction Manager will be your primary contact, from your Concept Call request
until issuance of the RCC. Your Transaction Manager will conduct the Concept Call and
review your Financing Plan to make sure that the conversion meets all RAD program
requirements. They will communicate with you throughout the review process via
email and phone. It is important to respond to your Transaction Manager in a timely
manner when addressing any open questions in order to keep the conversion process

Transaction Manager

on track and meet any financing deadlines you may have.

The Closing Coordinator is responsible for keeping all parties on track towards closing.
The Closing Coordinator will review submitted closing documents for RAD program
compliance and coordinate with a HUD attorney to review the documents for legal

. . compliance.
Closing Coordinator
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Up until conversion, the Local HUD Public Housing Field Office will continue to be your
point of contact for all matters related to the administration of your public housing
program. The Field Office will support the RAD conversion, including by:
Field Office v Approving the PHA Annual Plan/Significant Amendments
v Confirming the units and non-dwelling structures that you are proposing to
remove from the public housing program through the RAD conversion
v Approving the use of Capital Funds in excess of $100,000 that you might propose
to use for pre-development expenses
v’ Reviewing any accumulation of vacancies to support rehab/relocation, and
v’ For PBV conversions, selecting an Independent Entity if you plan to administer the
PBV contract and own the project.

HUD SYSTEMS

RAD Resource Desk (RRD)

* One of the first tasks upon award is to register for the RRD. See "First Steps" section below.

e Where you will upload all program documents required for the Concept Call request,
Financing Plan submission, Closing, and Post Closing.

* Has training and document libraries and a resource "search" function that includes helpful
Frequently Asked Questions.

e Although the public has access to the RRD for general program information, only users that
you authorize will have access to specific information on your transaction.

e See the RRD User Guide at https://www.radresource.net/ for more on how to navigate the
tool.

Public and Indian Housing Information Center (PIC)

* The database on public housing development groupings, including information on unit
counts, acreage, non-dwelling structures.

e Within PIC’s Demolition and Disposition Module, you will submit a PIC “Removal”
application for the units to be removed as part of the conversion. See "First Steps" section
below.
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FOUNDATIONS — KEY REQUIREMENTS

This section provides a brief description of the basic requirements of a RAD conversion and a reference to the
full description within the RAD Notice.

Rent Setting

Your CHAP includes a schedule of contract rents that will be included in the HAP contract if the property is
converted. These contract rents are based on current public housing funding levels. See Section 1.6.B.5 (PBV)
and Section 1.7.A.5 of the RAD Notice.

Properties that qualify for a RAD/Section 18 Blend — based on the level of construction proposed
(“RAD/Section 18 Construction Blend”) or for PHAs with 250 or fewer public housing units (“RAD/Section 18
Small PHA Blend”) — can often receive higher rents. Use the function in the Concept Call page on the RAD
Resource Desk to calculate the rents available through a RAD/Section 18 Blend. Further, you should evaluate
if your property is otherwise eligible for higher rents (see “First Steps” section below).

One-for-One Replacement

RAD is a preservation program. Consequently, you must convert as many units to Project-Based Section 8 as
assisted units existed at the project prior to conversion, with allowance for a “de minimis” reduction.
Generally, you may reduce the number of assisted units by the greater of either:
e 5% of the total units of the developments to be converted, or
e 5 units, unless the units have been vacant for 24 months, you are consolidating efficiency units, or
units will be used for social service delivery. See Section 1.4.A.4 of the RAD Notice.

Ownership or Control

Following a RAD conversion, the property must be owned or controlled by a public or non-profit entity. You
have substantial discretion in determining the ownership structure. You can:
e Continue to own the project directly.
e Transfer the ownership to instrumentality or a “special purpose entity” that is wholly controlled by
the PHA.
e Transfer the property to a non-profit affiliate.
e Transfer the property to an unaffiliated non-profit.
e Transfer the property to a for-profit entity as long as the property is still controlled by a public or non-
profit entity. This is routinely done to facilitate the use of Low-Income Housing Tax Credits.

Reference Section 1.4.A.11 of the RAD Notice and HUD’s ownership and control guidance for additional details.
During the closing process, HUD will confirm that the ownership structure of the property following

conversion complies with these requirements. Consult with your legal counsel to assess your options.
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Resident Rights and Relocation

Residents have robust rights throughout the RAD conversion process, including:

e Required resident meetings prior to conversion, including two meetings between the receipt of the
CHAP and the request for Concept Call. See Section 1.8 of the RAD Notice.

e Residents may not be relocated prior to HUD issuing the RAD Conversion Commitment (RCC), except
with approval by the Office of Recapitalization.

e All tenants have a right to return. No matter what your plans are for repositioning the property, you
must accommodate existing residents in appropriately sized units in the converted project.

e Existing residents cannot be rescreened at the time of conversion, even though they are entering the
Section 8 program.

e After conversion, residents will continue to have the right to organize, to grieve adverse action, and to
advance Notice of Termination of Assistance. Further, unless your agency receives an exemption as
part of your application, all projects will be subject to the respective RAD Choice Mobility
requirements for PBV and PBRA, where a resident can request a tenant-based voucher after a period
of occupancy.

See Sections 1.6 and 1.7 of the RAD Notice. See also the Fair Housing and Civil Rights Requirements and
Relocation Requirements Notice, which provides guidance on your relocation obligations and resident

engagement in planning and developing a Relocation Plan.

CONVERSION PROCESS

This section provides more detail on each of the significant conversion steps. Please remember that the
project remains public housing until the day it converts. You remain subject to all applicable public housing
requirements for operating and maintaining the public housing units approved under the CHAP award,
including occupancy, reporting, and maintenance/repairs, until the units convert.

Kick-Off Call
For PHAs that iving their first CHAP or that . . .
or FrAs that are receving ?'r !rs or a_ Suggested Kick-off Call Participants
have not completed a conversion in years, HUD will
assign to you a technical assistance (TA) provider v' PHA staff

PHA consultants, as relevant and needed
PIH Field Office staff
PIH Region RAD representative

whose first responsibility will be to invite you to a
kick-off call, typically within 30 days of receiving your
CHAP. The purpose of the kick-off call is to discuss
your current vision of the project plans and where

AN

Technical Assistance provider, if applicable

you are in the process to make sure you are on a

good path. The technical assistance provider will ensure you understand RAD program requirements specific
to your transaction and begin to identify where TA can help. This is a great opportunity for you to ask for help
wherever you may need it.
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A sample of questions that may be asked during the kick-off call is included below. You do not need to have
answered these questions, but calls are most productive when you have considered these beforehand:
e What are you planning to do with the property?
e What is the level of anticipated rehabilitation? Have you already undertaken a capital needs
assessment of the property?
e Are you planning on any demolition and new construction?
e Have you identified and assembled your development team? Will you be developing yourself or hiring
a third-party developer?
e Areyou intending to transfer the assistance to a new property?
e What sources of financing are proposed? Have you already secured any sources?
e Are you contemplating tax credits? If yes, will it be a 4% or 9% application, and what is the timing of
the application submission?
e Will the project require any resident relocation?
e Have you completed your Significant Amendment to your PHA Annual Plan, or have you already
included the required RAD language in your Annual Plan?
e If you have multiple CHAPs or have a portfolio or multi-phase award, it will be helpful to discuss the
timing and sequencing of the different conversions on the kick-off call.

Following the kick-off call, the TA provider will schedule at least three additional monthly check-in calls to
cover a total 4-month period. Each call should include all of the participants from the kick-off call. As needed,
you and the TA provider could choose to schedule more frequent calls and communicate via email or other
means in between full team calls. The purpose of these on-going calls is to help further shape the project
concept, where necessary, and to review the basic requirements associated with conversion, as applicable,
troubleshoot identified challenges to conversion, assess progress, and determine whether any plans have
changed. If there is a need for further support beyond the 4-month period, you can request it from HUD.

The CNA E-Tool

All projects, with a few noted exceptions described in Section 1.4.A of the RAD Notice, must complete a
Capital Needs Assessment (CNA). A CNA identifies short-and long-term capital repair and replacement needs
and is a critical tool for understanding your property. The purpose of a CNA in a RAD conversion is to ensure
that the immediate needs of a property are addressed through the conversion and to determine how much
funding the owner will need to set aside or deposit in a project account for capital repair and replacement
needs (“Replacement Reserves”). See the RAD Capital Needs Assessment Guide for more information.

When a CNA is required, you must use the CNA e-Tool, which automates and standardizes the initiation,
preparation, submission, review, and approval of a capital needs assessment. The CNA e-Tool contains two
major components:
1. The Narrative: The description of each component and its condition, which should be informed by
the energy audit.
2. Reserve for Replacement Analysis: The 20-year schedule and associated determination of the Initial
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Deposit to Replacement Reserve, or IDRR, and the Annual Deposit to Replacement Reserve, or ADRR.

Some RAD Conversions are exempt from using and submitting a CNA e-Tool, some are only required to
submit the Reserve Analysis, and some are required to prepare and submit both the Narrative and the
Reserve Analysis, as described in this table:

CNA Component

Scenario
Narrative Reserve Analysis

e Total units assisted will be less than 20% of the
total units

e New Construction with Annual Deposit to the Not required. Not required.
Replacement Reserve no less than $450 per
unit per year

. . . Not required. The investors Required. Used to determine
Transactions using 4% or 9% Low-Income Housing . . . L. .
Tax Credit will determine the project initial and annual deposits to
ax Credits
scope of work. replacement reserve.
Required. Used to determine Required. Used to determine
All other conversion minimum scope of work in initial and annual deposits to

the conversion. replacement reserve.

It will take time to procure a CNA provider and then for you to review the draft report and accompanying e-
Tool, if necessary. HUD has prepared a RAD Capital Needs Assessment Statement of Work that you can use

to procure a property assessor. You will then have to determine if you agree with all of the conclusions or if
you will need to work with your CNA provider to make any adjustments. If planning on securing a Federal
Housing Administration (FHA) loan, consult with your lender before the CNA e-tool is started. For FHA
transactions your lender will complete the CNA e-Tool, however, the RAD required elements will need to be
included in that e-Tool, so remind your lender that there are additional RAD program requirements that need
to be followed (primarily the inclusion of an ASHRE Level Il Energy Audit with the CNA).

This process begins in the HUD CNA e-Tool portal where you initial the CNA and then assign it to the needs

assessor you have contracted with. There are a number of items that you, as the property owner, will need to
input, but otherwise the needs assessor inputs the bulk of CNA information. You are a critical participant in
this process, and should be actively involved as the CNA is produced. Learn how to use CNA e-Tool, including
how to access, draft, and submit CNAs, here. The final CNA e-Tool will need to be submitted with the RAD
Financing Plan.

Is the CNA e-Tool like the capital needs assessment in the Public Housing Program?
For years, PHAs have been required to complete physical condition assessments under the Public Housing

Program. Further, some PHAs have used physical assessments for Section 18 demolition or disposition
requests. These CNAs are quite different in their objective, as well as the format of CNA e-Tool that is used.
The CNA e-Tool is considered a “finance-grade” assessment, meaning that lenders and investors use it to
determine how much rehab the project will require now and how much money you will need to put into the
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reserve for replacements for future repairs over the next 20 years. The same analysis is not required in CNAs
for the public housing program or for Section 18 actions. If you have completed an assessment for public
housing, it may not be sufficient for the RAD program.

Environmental Reviews (ERs)

An environmental review is the process of reviewing a project and its potential environmental impacts to
determine whether it meets federal, state, and local environmental standards. It is intended to ensure that

the proposed project does not negatively
impact the surrounding environment or Part 50 and Part 58 Reviews

have an adverse effect on residents’ health In cases of Transfer of Assistance, the new site where the

and safety. An environmental review is covered project will be located is subject to a Part 50
required of all transactions under RAD, environmental review. However, as a condition of
regardless of whether any repairs are being releasing the Declaration of Trust, the converting project

must also undergo a distinct Part 58 environmental
review, to be completed by the responsible entity
(generally the local government).

performed at conversion. However, the level
of review required varies depending on the
scope of work and the conditions of the
property.

All conversions will be subject to an environmental review under Part 50, which is completed by HUD once
you have submitted the Financing Plan for the project. You should procure the necessary environmental
reports once you understand the scope of work you intend to pursue. See HUD’s Environmental Review

Requirements for RAD Conversions.

Once you have submitted an application for a specific project, you may not take any choice limiting action
before the completion of the environmental review.

Pre-Financing Plan Approvals

Depending on the specific conversion plans, there are certain approvals that you need to secure from HUD
prior to submitting the Financing Plan or requesting the Concept Call. These reviews are to be completed as
soon as possible, as the results may require you to alter your conversion plan.

Front-End Civil Rights Reviews

The RAD Notice Regarding Fair Housing and Civil Rights Requirements and Relocation Requirements requires

that, if the planned conversion includes one or more of the activities listed below, HUD will perform a “front-
end” review for compliance with certain civil rights and fair housing requirements. Financing Plans must
include evidence that you have secured written approval from HUD for any of the following activities that are
included in your RAD conversion:
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e New construction, whether on a new site or on a current site, in an area of minority concentration

e Reductions in assisted units

e Reconfiguration of assisted units (e.g., reducing the number of 3-bedroom units and increasing the
number of 2-bedroom units)

e Introduction of selection preferences that will change occupancy (e.g., family to elderly)

e Relocation in excess of 12 months

e New construction or substantial alteration to assess compliance with Section 504 accessibility
requirements

e Conversions of assistance involving a converting project subject to a Voluntary Compliance Agreement
or Conciliation Agreement with HUD or a Consent Decree or Settlement Agreement with the U.S.
Department of Justice or HUD

The Concept Call checklist in the RAD Resource Desk (click on Transaction Pages > Concept Call Checklist)
includes a series of questions to help you determine whether a front-end review is required and, if so, what
information may need to be submitted. You are encouraged to submit this information as soon as you have
it so that HUD can complete its review as early in the conversion process as possible.

Transfers of Assistance

Under RAD, instead of converting the assistance on-site in the existing building or in a newly constructed
building, you can transfer the assistance and place it with another site. Transfers of assistance can be a
powerful tool for you to correct a geographic problem with your real estate. For example, you may have a
project with extremely high capital needs that is in an undesirable location, or that is overly dense. You may
decide that, rather than rehabilitate or redevelop the property, it would be in the best interests of the agency
and residents to replace some or all of the rental assistance off-site, either through new construction or in an
existing property.

You can request a transfer of assistance through the Concept Call page on the RAD Resource Desk, which you
will have access to once you have your CHAP. You will be asked to describe the condition and needs of the
public housing property, the nature of the receiving property, and the impact on the converting project’s
residents who have a right to move to the new site. Generally, a transfer cannot place the rental assistance in
neighborhoods with highly concentrated poverty (greater than 30% poverty rate). If you are planning a
transfer of assistance, you should submit the request as early in the process as possible to ensure that all
applicable requirements are satisfied.

Section 1.4.A of the RAD Notice describes both the HUD requirements to transfer the assistance from the
converting property and the additional requirements to remove the Declaration of Trust (DOT) from the
property from which assistance has been transferred.

Concept Call
Before you are able to submit your Financing Plan, you will need to submit a request for a “Concept Call.”
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Upon request of a RAD Concept Call, you will be assigned a Transaction Manager who will conduct the call.
The Transaction Manager is a HUD employee responsible for reviewing and facilitating the approval of
submitted documents. During the Concept Call and prior to submission of the Financing Plan, one of the major
roles of the Transaction Manager is to assess the general readiness of the transaction and assist with general
program information.

To plan for your Concept Call you will find the Concept Call Checklist on the RAD Resource Desk by clicking on
Transaction Pages > Concept Call Checklist, which captures important elements related to your transaction.
You will see an automated list of files required based on selections made in the RAD Resource Desk. Without
these files uploaded, the RAD Resource Desk will prevent you from being able to schedule a Concept Call. It
is important for you to review the Concept Call Checklist page on the RAD Resource Desk soon after your CHAP
is received, so that you are prepared for the questions and documents that you will need to submit for the
Concept Call request.

Following is the information and documents required to be completed or uploaded in the RAD Resource Desk
Concept Call Checklist in order to request a Concept Call:

e Conversion Overview

e Resident Participation & Comment Materials

e Front-End Civil Rights or Transfer of Assistance approvals (if applicable)

e Relocation checklist

e CNA e-Tool & Scope of Work

e Environmental Review

e A preliminary Sources and Uses and Pro Forma in the “Transaction Log”

e Evidence that a PIC Removal Application has been submitted (submission of a PIC DDA #)

The intent is to vet your transaction concept, confirming the RAD program requirements that are/will be
adhered to as part of the conversion. At this stage, all elements of your Financing Plan are not expected to be
complete or final. However, it is expected that information will not substantially change. The Concept Call
should be requested 30 days prior to when you expect that your Financing Plan will be fully complete and
ready to submit to HUD.

After the Concept Call, if the Transaction Manager believes that the project is satisfactorily prepared to submit
its Financing Plan within 30 days, they will formally invite you to submit the Financing Plan. A Financing Plan
cannot be submitted unless you have received the invitation from HUD.

The Financing Plan

The Financing Plan is due within 270 days (9 months) of CHAP award. Depending on financing complexity, it is
common for a transaction to take 9-15 months starting from CHAP issuance to be ready to submit the
Financing Plan. You may request extensions of your Financing Plan due date on RAD Resource Desk. HUD
routinely provides extensions to accommodate third-party financing award schedules. You may also request
Financing Plan extensions when tasks take longer than anticipated or you run into other unanticipated
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challenges. It is important to request Financing Plan extensions as early as possible to keep HUD updated on
the progress of your transaction.

The Financing Plan includes not just the Development Budget (Sources/Uses) and the Operating Pro-Forma
(Revenues/Expenses) but all other materials necessary for HUD to approve your transaction. You should
begin compiling the various required documents as soon as your CHAP is awarded, since many of the
requirements are complex and have long lead times. For example, procuring a Capital Needs Assessment
contractor and completing the CNA should be completed as soon as possible for applicable transactions.
HUD has developed Financing Plan guides based on a conversion’s proposed funding sources:

e Financing Plan Guide for FHA Insured Conversions

e Financing Plan Guide for Conventional Financing and No Debt Conversions

e Financing Plan Guide for Non-FHA LIHTC Conversions

For RAD/Section 18 Blends, there are additional submissions for the Financing Plan in order to satisfy Section
18 requirements. Please see the RAD and Section 18 Blend Processing Steps guide and the RAD and Section

18 Blends How-To Guide. Once all outstanding issues have been resolved, your Transaction Manager will
notify you that the Financing Plan has been accepted and that a RAD Conversion Commitment (RCC) will be
issued shortly.

Closing

The conversion of assistance under RAD typically occurs at closing, during which:

1. A projectis removed from the Public Housing Program (ACC units are removed from PIC) and the
project is placed under a Section 8 Housing Assistance Payments (HAP) contract.

2. The public housing Declaration of Trust (DOT) is removed, releasing underlying land and property,
grounds, parking lot, and green space that is necessary to support the project, and a RAD Use
Agreement is entered into the land records, recorded in the first position when there are multiple
security interests on the property.

3. Any financing associated with the project is also closed at this time.

Declaration of Trust (DOT) Removal and RAD Use Agreement

The public housing DOT should have been executed when the project was first developed and
renewed and kept current over the life of the project. However, HUD has found that the DOT has
not always been properly maintained. We encourage you to take the time now to begin the legal
work to locate the DOT (or record a new one) for the project. Without it, you cannot close and
ultimately convert via RAD.

Use the time while your Financing Plan is under review to become familiar with the closing document
requirements prior to the issuance of the RCC. Once HUD issues the RCC, the Office of Recapitalization will
assign you a Closing Coordinator and a HUD attorney. The Closing Coordinator is responsible for keeping all
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parties on track towards closing and will review submitted closing documents for RAD program compliance.
The HUD attorney will review the documents for legal compliance.

The time from RCC issuance to closing is estimated to be 60-90 days, depending on the complexity of the
transaction. During this time, you will need to submit draft documents that will be reviewed by the Closing
Coordinator and HUD attorney. All documents must be approved before closing can take place. The PBV
Closing Checklist or PBRA Closing Checklist and a description of required documents are available on the RAD

Resource Desk.

The RAD conversion is a formal real estate closing with a number of critical legal requirements. Depending on
the type and complexity of the financing, an attorney often takes the lead on structuring compliance with the
RAD program, and a local attorney is responsible for the state law opinion, local title work, etc. Employing an
attorney (particularly one with RAD experience) well in advance of the issuance of the RCC can lead to a
more efficient closing process. Visit the RAD Resource Desk for an overview of the RAD closing process.

Post-Closing

Following closing, the property is now subject to requirements under PBV or PBRA. The following guides are
intended to support your transition:

e The PBV Quick Reference Guide (2022)
e The PBRA Quick Reference Guide(2023)

However, there are still RAD-related actions you will need to take, and your assigned Closing Coordinator remains your
point of contact for RAD.

e Submission of 3-day docs: Within 3 days of closing, you will submit certain core closing documents
such as the fully executed HAP contracts, recorded DOT release, and recorded Use Agreement.

e Final Closing Docket: Within 30 days of closing, upload all final fully executed closing documents to
the RAD Resource Desk.

e Post-Closing requests made post-closing, such as those made during rehab or construction (i.e.:
Completion Certification extensions), HAP contract amendments, conversions to permanent financing,
and requests to add additional financing will be made with your Closing Coordinator.

e Completion Certification: All transactions must complete this certification on the RAD Resource Desk.
There are two types of Completion Certifications, based on whether or not post-closing repairs were
included in the RAD Conversion.

1. If your transaction had no post-closing repairs (per Exhibit D of the RAD Conversion
Commitment), the Completion Certification is abbreviated and is due no later than 10 days after
the effective date of your HAP contract.

2. If your transaction includes rehab or construction (per Exhibit D of the RAD Conversion
Commitment), the Completion Certification is due no later than 45 days after the completion of
the scope of work.
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FIRST STEPS — WHAT TO DO NOW

Now that you have a general overview of the RAD conversion process, here is a list of items that we
recommend you take to get the process started for your project. These items can generally be completed
simultaneously and do not need to follow the order in which they appear below.

Checklist
O Register on the RAD Resource Desk and authorize access to other users
O Put together your repositioning team
O Participate in a kick-off call with HUD’s technical assistance provider (for new PHAs)
O Submit a PIC Removal Application
o Plan for resident meetings
o Clearly identify the “project”
O Assess opportunities to increase contract rents
O Incorporate RAD into your PHA Plan
O Procure a Capital Needs Assessment and environmental reports
o Complete questions on Concept Call Checklist for Pre-Financing Plan Approvals
o Develop a plan if the converting property is covered under a Capital Fund or Operating Fund financing

programs, or Energy Performance Contract loan

o Evaluate Election of Project-Based Voucher or Project Based Rental Assistance

Register on the RAD Resource Desk

One of the first tasks upon receiving a Commitment to Enter into a Housing Assistance Payments (CHAP)
contract is to register for the RAD Resource Desk, where you will upload all program documents related to

the conversion, including for the Concept Call request, the Financing Plan submission, Closing, and Post
Closing. Although the public has access to the RAD Resource Desk for general program information, only
users that you authorize will have access to specific information on your transaction or be able to upload
materials.

Put Together Your Repositioning Team

Once you have developed your project concept and vision, assess your agency’s internal capacity versus
project needs to determine whether you will need to hire new staff or bring in outside support. For example,
you may need to hire a Special Projects Manager to shepherd the conversion process forward or hire
technical consultants to navigate the Low-Income Housing Tax Credit (LIHTC) process. Resident leaders may
also need to be engaged during the partner selection process to provide transparency and build trust around
the conversion. Depending on the size of the project and/or your agency’s internal capacity, you may need to
consider finding a RAD consultant, a development consultant, or a development and/or property
management partner. HUD’s TA providers, while limited in time and scope, can also provide guidance on
shaping your team.
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Participate in a Kick-Off Call and Launch Technical Assistance

For PHAs that are new to RAD or that have not completed a conversion in a few years, HUD’s technical
assistance provider will invite you to a kick-off call and monthly calls over 4 months to offer “launch”
technical assistance. The local HUD Public Housing Field Office will be invited to all monthly check-in calls. In
advance of the kick-off call, think about the questions you have. The purpose of the call is to support your
conversion efforts, not to assess compliance with program requirements. Similarly, the launch technical
assistance will be available to you for 4 months to support you as you embark on this process.

Submit a PIC Removal Application

While not required until Financing Plan approval, you should submit a PIC “Removal” Application early for the
units, non-dwelling buildings, and land to be removed from the Public Housing Program as part of the
conversion. See Instructions for Submission of PIC Removal Application for Projects with CHAP Award.

This PIC entry is HUD’s way of knowing that you have decided to accept the CHAP. More importantly, the PIC
Removal Application:

e Exempts the project from being issued a Public Housing Assessment System (PHAS) score for the
duration of conversion. Note: the project will continue to receive REAC UPCS inspections as normal
until conversion.

e Allows you to propose the amount of real property to be removed from public housing restrictions as
part of the RAD conversion (the CHAP only addresses units). You will identify all non-dwelling
properties or parcels, which will be reviewed by your local Field Office to determine their disposition
treatment under RAD. See Attachment 1A, Paragraph M of the RAD Notice for a description of the
non-dwelling property that can be removed through a RAD conversion.

Your PIC removal request will remain “under review” until you close, at which point the Special Applications
Center (SAC) will remove the public housing units and property from PIC.

Plan for Resident Meetings

One of the keys to successful conversion is effective communication and engagement with residents. Section
1.8 of the RAD Notice describes the required resident meetings, as well as information about how those
meetings must be conducted. Additionally, the RAD Resident Engagement Guide provides best practices and

sample materials you can use as you conduct these meetings.

Between the receipt of your CHAP and your request for a Concept Call you are required to have at least two
resident meetings. The purpose of these meetings is to clearly describe and solicit feedback on conversion
plans, including projected timeline of the conversion process, proposed or needed property improvements,
potential relocation scenarios, management changes, services, or other items as appropriate. If you are
planning on converting using the RAD/Section 18 Blends, ensure that the Blend is discussed during resident
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meetings so that Section 18 requirements are met.

Meetings should be spaced to provide transparent updates on the progress of the conversion and meaningful
opportunities for residents to provide input, and to permit residents to raise questions and concerns. You are
encouraged to meet with residents each calendar quarter and to provide access to written materials
describing the conversion prior to each meeting. You will need to submit in the Financing Plan a summary of
qguestions and comments received in connection with the required resident meetings and the responses you
provided.

Clearly Identify the “Project”

Your CHAP constitutes the RAD transaction that HUD will review and approve through closing and beyond.
The CHAP must constitute a “project,” which is a structure or group of structures that in HUD’s
determination are appropriately managed as a single financial asset. In most cases, this corresponds to a
grouping of residential units that are managed and marketed as a single entity and are geographically
proximate. In determining whether multiple structures constitute a project, HUD will take into account types
of buildings, occupancy, location, market influences, management organization, financing structure, or other
factors as appropriate.

Multiple groupings of buildings could be considered a single project if the grouping is contiguous, or at least
not separated by large physical or environmental barriers (i.e.: highways, bridges, rivers, etc.), serves the
same population, and has the same property construction type. If multiple buildings will be separately
managed with distinct management agents or waiting lists, they would not be considered a project. If
buildings are geographically dispersed and/or serve different populations, they likely would not be
considered a project. If you are uncertain whether your CHAP is configured in such a way that would
constitute a project, we encourage you to request a conversation with the Office of Recapitalization early.
Additionally, lenders and investors may have concerns over sites that are scattered across different
neighborhoods.

To facilitate any changes to the project, you can easily request to amend a CHAP. Two or more CHAPs could
be combined into one or a single CHAP could be split into multiple. Instructions for amending the CHAP can
be found in the CHAP Amendment Guide. Changes in the CHAP should be submitted to the RAD Resource
Desk and will result in an amended CHAP.

Assess Opportunities to Increase Contract Rents

Your CHAP award includes a table of both the contract rents and gross rents (including utility allowances) at
your project. The contract rents represent your “current funding”, as defined in the RAD Notice - essentially,
an amount equal to the project’s combined funding under the Operating and Capital Fund programs, plus

tenant rents. The utility allowance is taken from the information you provided HUD in your RAD Application.

e Contract Rents: The Overview of RAD CHAP Amendments and Contract Rent Flexibilities covers a number
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of flexibilities you can use to modify the contract rents included in the CHAP. Certain increases don’t
require you to utilize any of your own resources and should be evaluated first.

e RAD/Section 18 Blends: Small PHAs with 250 or fewer public housing units or projects from larger PHAs
that are rehabbing or redeveloping a property through conversion qualify for RAD/Section 18 Blends. In a
RAD/Section 18 Blend, the property can achieve higher (sometimes significantly) contract rents than in the
CHAP. HUD funds these higher rents by approving a portion of the converting units through Section 18,
which triggers new voucher funding. You can evaluate the rents your property could achieve through a
RAD/Section 18 Blend through a tool on the Concept Call page of the RAD Resource Desk.

e Rent boost for new construction or substantial rehab projects in designated Opportunity Zones: For any
PBRA RAD conversion that proposes to undertake new construction or substantial rehabilitation in a
designated Opportunity Zone, HUD may provide up to a $100 per unit per month (PUM) increase to the
RAD rents, subject to the availability of funds and conditions as HUD may impose.

e Tenant Paid Utility Savings: When conversion will result in the reduction of energy costs of one or more
utility components (e.g. gas, water, sewer, electric) used to establish the site-based Utility Allowance, HUD
will permit the RAD contract rent to be increased by a portion of the utility savings.

e Excess Utility Surcharge: If a converting project currently has surcharges for excess consumption of PHA-
supplied utilities, you may adjust the contract rents by the collected surcharges.

e Reduction of units so that certain units can be used for special purposes: Where certain ACC units at the
property will be used for resident services, resident organization offices, and related activities, such as self-
sufficiency and community building initiatives, the project can retain the subsidy attributable to those
units and the contract rents for the dwelling units will increase by a share of the foregone subsidy (i.e., the
Operating Fund and Capital Fund portion of the weighted contract rent).

e Areduction in units because units are being reconfigured through rehab to improve marketability (e.g.
combining efficiency units - Rare): Where a PHA wants to eliminate efficiencies (or otherwise reconfigure
units) because the units are hard to market and does so by combining units, the RAD rents for the project
can be adjusted so that the project can retain the subsidy attributable to those units. The contract rents
for the dwelling units, then, will increase by a share of the foregone subsidy (i.e., the Operating Fund and
Capital Fund portion of the weighted contract rent).

e Utility Allowances: Your CHAP includes a contract rent schedule, which includes utility allowances and a
“gross rent,” which is the sum of contract rents + utility allowances. When the property reaches
conversion, the HAP contract will include the most recent utility allowance for establishing your gross
rent schedule. You should make sure this is up to date. Note that updating the utility allowances will
increase the gross rent but will not affect the contract rent and the revenue you would receive under
the HAP contract. Additionally, many PHAs also have an interest in converting from project-paid
utilities at the time of conversion to tenant-paid utilities. You can find more information about
retaining tenant-paid utility savings in the CHAP Amendment Guide.

Incorporate RAD into Your PHA Plan

Your RAD conversion must be included in your Annual Plan, or you must complete a Significant Amendment
to the Plan. If you are planning to convert using a RAD/Section 18 Blend, ensure that your PHA Plan or Significant
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Amendment discusses both RAD and Section 18. When updating or amending your Plan, please be sure to
respond to any additional requests for information from PIH or FHEQ staff in a timely manner. Missing
information in your PHA Plan submission can delay the processing of your transaction.

The PHA Plan must include, at a minimum, the items in Paragraph 1.5.E of the RAD Final Notice. HUD has also

developed template PHA Plan language and a table of information that you can fill out to make sure you have

covered all required items. The template language satisfies the requirements under a RAD/Section 18 Blend,
as well.

Procure a Capital Needs Assessment and Environmental Reports

One of the critical first steps is to commission a Capital Needs Assessment and environmental reports.
However, the timing of procuring these items will depend on your conversion plans. Except in the cases
below, accessing the CNA e-Tool should be one of the very first steps you complete. The e-Tool will be used
to identify the minimum scope of work that you will need to complete at the property as part of the
conversion. Once you have reviewed the CNA and finalized the scope of work that you plan to undertake
(e.g., replacing building components that the CNA identifies will need to be replaced in the next 5 years or
adding in discretionary items such as landscaping), you can commission the environmental reports.

Exceptions

e [f the project will use FHA-insured financing (with or without Low Income Housing Tax Credits) the
FHA lenders will procure the Capital Needs Assessment and environmental reports. Work directly with
your lender to develop the scope of work, reminding them that the additional RAD program
requirements for the CNA need to be followed.

e If the project will use Low-income Housing Tax Credits, you will first develop the scope of work with
the investors. Once completed, you or your developer partner will procure a CNA and environmental
reports, which will be used to size the initial and ongoing replacement reserve deposits (see the CNA
e-Tool discussion above), and delineate the scope of work being completed.

e [f the project will be newly constructed, once you have specifications, you or your developer partner
will procure a CNA and environmental reports, which will be used to size the initial and ongoing
replacement reserve deposits (see the CNA e-Tool discussion above), and delineate the scope of work
being completed.

Complete Questions on Concept Call Checklist for Pre-Financing Plan Approvals

The Concept Call Checklist includes questions about your proposed conversion plans that will determine
whether you will need to prepare further submissions to HUD. HUD recommends that you review and
complete these questions as soon as you are able. You do not need to complete all of the questions on the
Concept Call checklist all at once and will be able to save your progress as you complete them. In particular,
you should complete the items related to front-end civil rights reviews and transfers of assistance, as
applicable.
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Develop a Plan if the Converting Property is Covered Under a CFFP, OFFP, or EPC loan

The Capital Fund Financing Program (CFFP), the Operating Fund Financing Program (OFFP), and Energy
Performance Contracts (EPCs) are special financing programs PHAs have used in their public housing
programs. If a property converting through RAD has been covered under one of these loan instruments as
part of the conversion, you will need to address the associated obligations, which could mean paying down or
paying off the debt (most common) or servicing the debt through cash flow of the converted project (this
obligation also applies to any program repayment agreements as a result, say, of a HUD audit).

Your plan to address this debt needs to be approved by HUD and all lenders and can take time to develop.
Even if you did not use the CFFP, OFFP or EPC proceeds on the project you are proposing to convert through
RAD, these types of loans may create obligations that affect your whole inventory, regardless of where or
how you used the funds. See Section 1.5.1 of the RAD Notice.

Evaluate Election of PBV or PBRA

Under RAD, you may convert assistance under the Public Housing Program to long-term, project-based
Section 8 assistance. You must choose between two forms of project-based Section 8 assistance: Project-
Based Vouchers (PBVs) and Project-Based Rental Assistance (PBRA). You identified your selection preference
in your RAD application. If you are going to change that election, you will want to make that determination as
early as possible in the conversion process, as the change could have an impact on the RAD contract rents
and other planning efforts. To assist you in making this decision, the Department has prepared a Guide to
Choosing Between Project-Based Vouchers and Project-Based Rental Assistance for Public Housing

Conversions.

COORDINATION WITH OTHER PROGRAMS

RAD conversions can use any of the financing sources available to other affordable housing developers. Two
such sources are also administered and underwritten by HUD. This section provides a brief overview on the

interaction of RAD with FHA-insured loans and with Choice Neighborhoods Implementation grants that will

impact conversion processing.

FHA-Insured Loans

Many RAD conversions use FHA-insured loans as a source of first mortgage financing, as they are often able to
provide a lower interest rate. There are two FHA products that are typically used:
e Section 223(f) insures mortgage loans for properties requiring a light to moderate level of repairs.
e Section 221(d)(4) insures mortgage loans for the new construction or substantial rehabilitation of
multifamily rental or cooperative housing. It is a construction loan that converts to permanent upon
project completion.
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When you are using an FHA-insured loan, some of the required conversion processing steps are coordinated or
modified:
e The primary contact is between the lender and FHA (it is the lender whose loan is being insured).
e Your FHA lender will procure the Capital Needs Assessment and all necessary environmental reports.
e About 30 days prior to your lender submitting its FHA loan application to HUD, there is an FHA
“concept call” (different from the RAD Concept Call) with the local FHA production staff. The purpose
of this call is to discuss things like the number of affordable units, the projected mortgage amount,
basic information on the principals and possible risks and mitigating factors. You would also at this
time request the RAD Concept Call, as described earlier in this document.
e Your lender will submit an “Application for Firm Commitment” to HUD, and you will submit the
Financing Plan on the RAD Resource Desk.
e To avoid duplication, HUD’s FHA underwriter will perform the primary underwriting of the
transaction. As a result, there are fewer items for you to submit in the RAD Financing Plan, and HUD’s
review will be more limited. See Financing Plan Guide for FHA Insured Conversions.

e HUD will issue the RAD Conversion Commitment only after FHA has issued its “Firm Commitment”, or
approval.
e The FHA loan and RAD conversion will close at the same time.

Choice Neighborhoods Implementation Grants

Many PHAs that receive a Choice Neighborhoods Implementation (CNI) award also choose to convert public
housing assistance through RAD. Make sure you inform your HUD CNI Coordinator that the property will also
be undergoing a RAD conversion.

Similar to FHA-insured loan requirements, some of the RAD/CNI conversion requirements and processing steps
are coordinated or modified:

e Many CNI projects involve demolition of existing units and redevelopment of new units over several
future phases. As RAD involves the conversion of public housing, there are certain steps you and HUD
must take to maintain RAD conversion eligibility prior to demolition. You must work with the CNI
Project Coordinator to be sure the ability to convert under RAD is not jeopardized.

e The conversion is not subject to the RAD front-end civil rights review and requirements described in
the RAD Fair Housing, Civil Rights, and Relocation Notice.

e The conversion is not subject to the relocation requirements described in RAD Fair Housing, Civil
Rights, and Relocation Notice. Instead, relocation is governed by the applicable CNI NOFA and
applicable CNI Grant Agreement.

e While RAD conversions are typically subject to an environmental review under Part 50, which is
completed by HUD, the environmental review for a RAD conversion in a CNI project may be
completed by a local Responsible Entity under Part 58 if converting to PBV.

e To avoid duplication, HUD’s CNI Coordinator will perform the primary underwriting of the transaction.
As a result, a streamlined RAD Financing Plan is required in conjunction with the submission of the
Development Proposal.
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