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SUBJECT: Rental Assistance Demonstration — Final Implementation, Revision 4

Purpose
This revised notice (Notice) provides program instructions for the Rental Assistance

Demonstration (RAD or Demonstration), including eligibility and selection criteria.

Background
RAD is authorized by the Consolidated and Further Continuing Appropriations Act of 2012

(Pub. L. No. 112-55, approved November 18, 2011), as amended by the Consolidated
Appropriations Act, 2014 (Pub. L. No. 113-76, approved January 17, 2014), the Consolidated
and Further Continuing Appropriations Act, 2015 (Pub. L. No. 113-235, approved December 16,
2014), the Consolidated Appropriations Act, 2016 (Pub. L. No. 114-113, approved December 18,
2015), the Consolidated Appropriations Act, 2017 (Pub. L. No 115-31, approved May 5, 2017),
and section 237 of Title I, Division L, Transportation, Housing and Urban Development, and
Related Agencies, of the Consolidated Appropriations Act, 2018 (Pub. L. 115-141, approved
March 23, 2018) collectively, the “RAD Statute.” RAD has two separate components:

e First Component. The First Component allows projects funded under the public housing
program to convert their assistance to long-term, project-based Section 8 rental assistance
contracts. Under this component of RAD, public housing agencies (PHAs) may choose
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between two forms of Section 8 Housing Assistance Payment (HAP) Contracts: project-
based vouchers (PBVs) or project-based rental assistance (PBRA). No incremental funds
are authorized for this component. PHAs will convert their assistance at current subsidy
levels. The FY 2018 Appropriations Act authorizes up to 455,000 units to convert
assistance under this component. Section I of this Notice provides instructions for PHAs
that apply for conversion under the First Component.

While the RAD Statute, as amended, contains language authorizing HUD to convert
Section 8 Moderate Rehabilitation (Mod Rehab) projects (including Mod Rehab
McKinney Vento SROs)! under the First Component, HUD is exercising its discretion to
prioritize public housing conversions under the competitive requirements of this
component. The demand for public housing conversions is extremely high and
significantly exceeded the initial limitation on the number of units that could be
converted under the First Component. In addition, unlike Mod Rehab conversions, there
is no Second Component option available for public housing projects. Consequently,
Mod Rehab conversions are processed exclusively under the Second Component of RAD,
which is non-competitive.

Second Component. The Second Component allows owners of projects funded under the
Rent Supplement (Rent Supp), Rental Assistance Payment (RAP), and Mod Rehab
programs to convert to PBV or PBRA contracts upon contract expiration or termination
occurring after October 1, 2006. The Second Component further allows owners of
projects funded pursuant to Project Rental Assistance Contracts under the Section 202
Supportive Housing for the Elderly program (202 PRAC) to convert to PBV or PBRA
contracts. Section II of this Notice provides instructions for owners of Mod Rehab
projects. Section III of this Notice provides instructions for owners of Rent Supp and
RAP projects. Section IV of this Notice provides instruction for owners of 202 PRAC
projects.

Collectively, pre-conversion projects whose assistance is converting from one form of rental

assistance to another are referred in this Notice as “Converting Projects.” Post-conversion
projects with assistance converted from one form of rental assistance to another are referred in
this Notice as “Covered Projects.”

Previous versions of this Notice were published as follows:

Notice PIH 2012-18 (March 8, 2012, superseded by Notice PIH 2012-32)
Notice PIH 2012-32 (July 26, 2012)
Notice PIH 2012-32 REV-1 (July 2, 2013)

I All references in this Notice to Mod Rehab include Mod Rehab SRO unless otherwise stated.
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e Notice PIH 2012-32 REV-1 Technical Correction (February 6, 2014)
e Notice PIH 2012-32 REV 2 (June 15, 2015)

e Notice PIH 2012-32 (HA) H 2017-03, REV 3 (January 12, 2017)

e Notice PIH 2018-11 H 2018-05 (July 2, 2018)

e Notice PIH 2018-22 H 2018 11 (December 11, 2018)

The terms of the Notice in effect at the time of closing generally govern all projects converting
assistance under either component of RAD, notwithstanding execution of a conditional approval
or commitment for conversion. For all conversion types, HUD reserves the right, in its sole
discretion and upon request from the applicant, to apply provisions from previous versions of
this Notice to program participants that are near conversion.

Major Revisions in Revision 4

This revised Notice includes a change in eligibility and selection criteria as well as clarifications
of existing instructions. Major revisions are summarized below. Where indicated, the provisions
will be subject to a 30-day Notice and Comment period.

First Component (Public Housing Conversions
1. Extends all resident rights to households that will reside in non-RAD Project Based
Voucher (PBV) units placed in a converted public housing project so as to facilitate the
standard protection of residents (see Section 1.6);

2. Increases resident notice requirements to improve communication with residents
throughout the conversion process (see Section 1.8);

3. Establishes a mechanism for public housing agencies (PHAs) to enter into partnerships in
order to pool resources or capacity with each other so as to effectively convert properties
through RAD (see Section 1.5.L.);

4. Allows limited rent increases for public housing conversions to Project Based Rental
Assistance (PBRA) contracts in certain scenarios, including in designated Opportunity
Zones (see Section 1.7.A.5);

5. Modifies the requirements for portfolio awards so as to provide PHAs greater flexibility
in staging the conversion of their properties (see Section 1.9.C.);

6. Streamlines Capital Needs Assessment (CNA) requirements to eliminate the submission
of the CNA Tool when certain conditions have been met (see Section 1.5.A.);

7. Introduces a “Concept Call” so that PHAs can receive confirmation that project plans are
sufficiently advanced to submit a Financing Plan (see Section 1.12.C.);
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8. Prohibits PHAs from entering debt into the Earned Income Verification “Debts Owed”
module purely as a result of the 50058 End of Participations that is required to be
submitted into Public and Indian Housing Information Center (PIC) as part of the
conversion (see Section 1.13.B);

9. Broadens the use of “tiered” environmental reviews so that streamlined submissions are
needed for certain 24 CFR Part 50 reviews; requires the use of the HUD Environmental
Review Online System (HEROS) for Part 50 reviews; and requires radon testing for
PBRA and PBV conversions (see Attachment 1A);

10. Establishes policy that RAD rents will be updated every two years and the updated rents
will be applied to new awards issued after those established dates (see Attachment 1C);

11. Establishes a priority for “Section 3” employment and other economic opportunities for
residents of public housing or Section 8 assisted housing (see Section 1.4.A.18.).

The following additional changes are subject to Notice and Comment because they impact
eligibility and selection criteria (see below):
1. Removing restrictions on certain HOPE VI properties that are under 10 years old; and

2. FEliminating the selection of applications based on previously established “Priority
Categories” so that HUD reviews applications on a first-come, first serve basis. In the
event that a waiting list forms, establishes the priority selection of applications for
properties located in designated Opportunity Zones.

Second Component (Section 202 PRAC, Mod Rehab, Mod Rehab SRO, Rent Supp, RAP
Conversions)

1. Implements the provision of the 2018 Appropriations Act authorizing the conversion of
Section 202 PRAC projects to Section 8 PBRA or PBV contracts

2. Streamlines Capital Needs Assessment (CNA) requirements for Mod Rehab conversion
to eliminate the submission of the CNA Tool when certain conditions have been met;

3. Broadens the use of “tiered” environmental reviews so that streamlined submissions are
needed for certain Part 50 reviews; requires the use of the HUD Environmental Review
Online System (HEROS) for Part 50 reviews; and requires radon testing for PBRA and
PBYV conversions

4. Streamlines the Conversion Plan (Financing Plan) requirements for Mod Rehab
Conversion when certain criteria has been met

5. Creates an ability for Mod Rehab and SRO properties converting to PBRA to utilize
contract rents based on the condition of the property following rehabilitation
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6. Provides an ability for owners of converting SRO properties serving the homeless to
establish a leasing or occupancy preference that facilitates permanent supportive housing;

7. Fully establishes resident right of return and the prohibition against re-screening for
existing residents; and

8. Establishes a final date that any remaining RAP properties may make a submission of
conversion under RAD.

Notice and Comment for Changes in Eligibility and Selection Criteria

This Notice is effective immediately except with respect to changes in the project eligibility and
selection criteria, which are subject to a 30-day comment period commencing on the effective
date for the remainder of the Notice. Unless HUD receives comment that would lead to the
reconsideration of any of the indicated changes in eligibility and selection criteria, these changes
will become effective seven calendar days following expiration of the 30-day comment period. If
HUD receives adverse comment that leads to reconsideration, HUD will notify the public in a
new revision immediately upon the expiration of the comment period. Please submit all
comments to RAD@hud.gov.

PHAs and Project Owners applying to RAD during the 30-day public comment period will be
subject to the new eligibility and selection criteria of this Notice. In the event that HUD
reconsiders any changes to the eligibility and selection criteria after the 30-day comment period
that materially impact an application submitted during the comment period, a PHA or Project
Owner may amend an application previously submitted. However, CHAPs and Portfolio Awards
for projects satisfying eligibility and selection criteria that are subject to notice and comment will
only be issued upon expiration of the comment period.

Notice Organization

The main body of this Notice (Program Instructions) is divided into four sections:

e Section I: Provides instructions to PHAs and their development partners, who can
convert the assistance of public housing projects under the First Component of the
Demonstration.

e Section II: Provides instructions to owners of Mod Rehab projects, including SROs, who
can convert the assistance of these projects under the Second Component of the
Demonstration.

e Section III: Provides instructions to owners of Rent Supp and RAP projects, who can
convert the assistance of these projects under the Second Component of the
Demonstration.

e Section IV: Provides instructions to owners of 202 PRAC projects, who can convert the
assistance of these projects under the Second Component of the Demonstration.
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Please refer to the appropriate section for relevant instructions. A table of contents is provided on
pages 6-8 of this Notice for reference.

Demonstration Goals

RAD provides the opportunity to test the conversion of public housing and other HUD-assisted
properties to long-term, project-based Section 8§ rental assistance to achieve certain goals,
including the preservation and improvement of these properties through enabling access by
PHAs and owners to private and public debt and equity to address immediate and long-term
capital needs. RAD is also designed to test the extent to which residents have increased housing
choices after the conversion, and the overall impact on the subject properties.

Evaluation
Each component of RAD will be evaluated separately:

e For conversions under the First Component, HUD is required under the RAD Statute to
assess and publish findings regarding the impact of the conversion on: the preservation
and improvement of the former public housing units, the amount of private capital
leveraged as a result of such conversion, and the effect of such conversion on residents.
(The 2012 Appropriations Act does not require an evaluation of the conversion of Mod
Rehab under the First Component.) On September 30, 2014 HUD published “A Progress
Report on the Rental Assistance Demonstration (RAD) Evaluation,” which provides a
summary of early program results and outlines the evaluation underway.? In addition, in
September, 2016 HUD published the “Interim Report: Evaluation of HUD’s Rental
Assistance Demonstration (RAD).”

e For conversions under the Second Component, the legislation requires that the
Comptroller General of the United States conduct a study of the long-term impact of the
fiscal year 2012 and 2013 conversion of TPVs to PBVs on the ratio of tenant-protection
vouchers to project-based vouchers. The study, which was completed and published on
April 24, 2014, is available at http://www.gao.gov/products/GAO-14-402.

Further Information

Please check www.hud.gov/rad for the latest information on RAD or to join the RAD listserv.

Materials referenced in this Notice may be obtained from this RAD website. Email questions to
RAD@hud.gov. Additionally, HUD will develop informational materials to address various
program elements that HUD will post on the RAD website.

Paperwork Reduction Act
Approved

2 http://www.huduser.org/portal/RAD_Evaluation.html
3 http://portal.hud.gov/hudportal/documents/huddoc?id=RAD _InterimRpt_Final.pdf
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The information collection requirements contained in this document have been approved by the
Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44
U.S.C. 3501-3520) and assigned OMB control number 2502-0612, 2529-0013, and 2506-0087.
In accordance with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a
person is not required to respond to, a collection of information unless the collection displays a
currently valid OMB control number.

Pending

The information collection requirements contained in this document are pending approval by the
Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44
U.S.C. 3501-3520) and assigned OMB control number 2502-0118. In accordance with the
Paperwork Reduction Act, HUD may not conduct or sponsor, and a person is not required to
respond to, a collection of information unless the collection displays a currently valid OMB
control number.

R. Hunter Kurtz, Brian D. Montgomery,
Principal Deputy Assistant Secretary Assistant Secretary for Housing —
for Public and Indian Housing Federal Housing Commissioner
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Definitions

DEFINITIONS

The Act. The United States Housing Act of 1937.

Administering PHA. A PHA that administers rental assistance under the Act, which may include
the HCV, Mod Rehab, or PBV programs.

Affordable Housing Purposes. Activity that supports the pre-development, development or
rehabilitation of other RAD conversions, public housing, housing assisted under Section 8§ of the
Act, properties subject to Low-Income Housing Tax Credits (LIHTC) use restrictions, or other
federal or local housing programs serving households with incomes at or below 80% of area
median income, or that provide services or amenities that will be used primarily by low-income
households as defined by the Act.

Anniversary of the HAP Contract. The annual recurrence of the date of the first day of the term
of the HAP Contract.

Annual Contributions Contract (ACC). The written grant agreement between HUD and a PHA
under which HUD agrees to provide funding for a program (e.g., public housing or HCV) under
the Act, and the PHA agrees to comply with HUD requirements for the program.

Capital Needs Assessment (CNA). A detailed physical inspection of a property to determine
critical repair needs, short- and long-term rehabilitation needs, market comparable
improvements, energy efficiency, unmet physical accessibility requirements, and environmental
concerns, including lead-based paint. In accordance with Chapter 5 of the MAP Guide, the CNA
identifies “Critical repairs,” which include 1) “Life Safety” repairs that, in HUD’s determination,
are needed to address hazards to life and health and must be completed before residents can
occupy or continue to occupy the affected units and 2) “Accessibility” repairs that are needed to
correct accessibility deficiencies. The correction of accessibility deficiencies must take the
minimum time reasonably possible given the physical characteristics of the repairs and
construction process and given the reasonably anticipated impact of the deficiencies and the
repairs on the tenants, including disruption or displacement of their occupancy and their safe and
full enjoyment of the property.

Choice-Mobility. For residents of Covered Projects, the option to obtain an HCV from a PHA
after a defined period of residency. (See Section 1.7.C.5 of this Notice for PBRA conversions,
and 24 CFR § 983.261 and Section 1.6.D.8. for PBV conversions, for further details on the
Choice-Mobility component.)

Closing. The event during which the applicable transaction documents are entered into.
“Conversion” does not occur prior to Closing. (See Section 1.13 for further details on closing.)
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Combined Agency. A PHA that either directly, or through an affiliate, administers both an HCV
program and public housing.

Commitment to enter into a Housing Assistance Payments Contract (CHAP). Conditional
commitment provided to the PHA for units that have been selected under the First Component of
the Demonstration that describes the terms under which HUD would enter into a HAP Contract
with the Project Owner once the project complies with all requirements in the CHAP, this
Notice, and other statutory and regulatory requirements applicable to the project.

Contract Administrator. HUD or a PHA under ACC with HUD that either executes a HAP
Contract with a Project Owner or, in PBRA, to which HUD may assign the HAP Contract and
which upon assignment, the assignee becomes responsible for administering the HAP Contract.

Contract Rent. The total amount of rent specified in the HAP Contract as payable to the Project
Owner for a unit occupied by an eligible family. In PBV, the contract rent is referred to as “Rent
to Owner.”

Converting Project. The pre-conversion property whose assistance is converting from one form
of rental assistance to another under the Demonstration.

Covered Project. The post-conversion property with assistance converted from one form of
rental assistance to another under the Demonstration.

Current Funding. Applicable to public housing conversions, the combination of Federal subsidy
and tenant rents for which a project is eligible under the public housing program in the fiscal
year of conversion. (See Sections 1.6.B.5. and 1.7.A.5., and Attachment 1C for further details on

current funding.)

Date of Full Availability (DOFA). Per 24 CFR § 905.108, the last day of the month in which
substantially all (95 percent or more) of the units in a public housing project are available for
occupancy.

Declaration of Restrictive Covenants (DORC). The restrictive covenants covering a public
housing mixed-finance project that obligate the Project Owner to operate a project in accordance
with the Act, HUD regulations, the ACC, the Mixed Finance ACC Amendment, the HOPE VI
Grant Agreement (if applicable), and the Choice Neighborhoods Implementation Grant
Agreement (if applicable).
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Declaration of Trust (DOT). The restrictive covenant on projects assisted through a public
housing ACC that obligates PHAs to operate public housing projects in accordance with the
ACC, the Act, and HUD regulations and requirements. In some cases, a Declaration of
Restrictive Covenants is used in lieu of a Declaration of Trust, which Declaration of Restrictive
Covenants obligates the owner of the property to operate certain units as public housing in
accordance with the ACC, the Act and HUD regulations and requirements. For purposes of this
Notice, the defined term Declaration of Trust (DOT) shall refer to a Declaration of Trust and/or a
Declaration of Restrictive Covenants, as applicable to the specific site.

Distributions. Any withdrawal or taking of Surplus Cash by the Project Owner (see definition for
“Surplus Cash”, below). Surplus Cash, once determined pursuant to applicable HUD
requirements, is not subject to further federal restrictions.

Enhanced Vouchers (EVs). A type of tenant protection voucher provided pursuant to an
eligibility event under Section 8(t) of the Act. EVs differ from regular vouchers in three
significant ways: (1) the payment standard used to calculate the voucher housing assistance
payment for EVs may exceed a PHA’s ordinary payment standard; (2) an EV provides residents
with a right to remain in the project as long as the units are used for rental housing and are
otherwise eligible for voucher assistance; and (3) the household must pay for rent no less than
the rent the household was paying on the date of the eligibility event (minimum rent). If the
household elects to move, the voucher is administered as a regular voucher. HUD provides EVs
and funding to a voucher agency that has jurisdiction over the area in which the property that the
eligibility event occurred is located.

Fair Market Rent (FMR). The cost in a particular housing market area of privately owned,
decent, safe and sanitary rental housing. HUD establishes and publishes in the Federal Register
FMRs for dwelling units of varying sizes for each metropolitan area. FMRs are gross rent
estimates, i.e., they include the cost of tenant-paid utilities. See 24 CFR part 888 subpart A. The
use of the term “FMR” on its own refers to the metropolitan area-wide FMR.

Family Self-Sufficiency (FSS). FSS is a program authorized under section 23 of the Act and
designed to promote self-sufficiency of assisted families through the coordination of services.
Residents enter into a five-year contract of participation which outlines goals related to seeking,
obtaining, and maintaining employment. During the period of participation, residents may earn
an escrow credit, based on increased earned income. FSS Coordinator funding may be available
to PHASs to pay for the salary and benefits of a program coordinator who links residents with
training opportunities, job placement organizations, and local employers.

Financing Plan. Documentation submitted to HUD for review to demonstrate that the Covered
Project can be sustained physically and financially for the term of the HAP Contract at the rent
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levels permitted under the Demonstration. The Plan must show how the project’s immediate and
long-term capital needs will be addressed.

Good-Cause Exemption. An allowance made by HUD exempting a PBRA Covered Project from
the Choice-Mobility component. (See Sections 1.7.C.5 and 2.6.1 for further details on good-cause
exemptions.)

Green Building. An approach to building, rehabilitation, repairs, maintenance, and property
operations that is more sustainable than traditional approaches to such activities and results in a
project that is more energy efficient, costs less to operate, has better indoor air quality, and
reduces its overall impact on the environment. (See Section 1.4.A.2 for further details on green
building.)

HOTMA Implementation Notice. Federal Register Notice Housing Opportunities Through
Modernization Act of 2016: Implementation of Various Section 8 Voucher Provision, published
January 18, 2017 at 82 FR 5458.

Housing Assistance Payment (HAP). The payment made by the Contract Administrator to the
Project Owner of an assisted unit as provided in the HAP Contract. Where the unit is leased to an
eligible household, the payment is the difference between the contract rent for a particular
assisted unit and the tenant rent payable by the family.

Housing Quality Standards (HQS). Standards set forth in 24 CFR § 982.401 that must be met by
all units in the HCV program before assistance can be paid on behalf of a household. The HQS
in 24 CFR § 982.401 apply to PBV, in accordance with 24 CFR § 983.101. Generally, Voucher
Agencies must conduct HQS inspections of PBV projects not less than biennially during the term
of the HAP Contract.

HAP Contract. The contract entered into by the Project Owner and the Contract Administrator
that sets forth the rights and duties of the parties with respect to the Covered Project and the
payments under the contract.

Identity of Interest (I0I). A relationship where two parties have closely related business
operations or other activities. An identity of interest must be disclosed and may be prohibited.
Examples of Identity of Interest relationships include, but are not limited to, a financial or family
relationship between the PHA or owner (which includes but is not limited to an officer, director,
or partner of the PHA or owner) and general contractor, subcontractor, seller of the land or
property, any consultants, or other parties to the transaction.

MAP Guide. Housing Guidebook 4430.G “Multifamily Accelerating Processing (MAP) Guide”
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Mixed-Finance Project. A public housing project developed in accordance with 24 CFR part 905
subpart F using public housing, nonpublic housing, or a combination of public housing and
nonpublic housing funds, where the public housing units are owned in whole or in part by an
entity other than the PHA, pursuant to 905.604(a). A mixed-finance project may include 100
percent public housing (if there is an Owner Entity other than the PHA) or a mixture of public
housing and non-public housing units.

Operating Cost Adjustment Factor (OCAF). An operating cost adjustment factor established by
HUD that is applied to the current contract rent, less the portion of the rent paid for debt service.

Ownership or Control. The RAD Statute provides requirements for the ownership or control of
Covered Projects under the First Component. See Section 1.4.A.11 for a description of how to
satisfy those requirements for PBV and PBRA conversions.

Prepayment. The satisfaction (i.e., payment in full) of the underlying mortgage prior to its
maturity date. Prepayment is one of the eligibility triggering events for RAD conversion under
Section III of this Notice.

Project. For purposes of determining a RAD transaction, a “project” 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. For a
RAD PBYV conversion, the definition of “project” in 24 CFR 983.3 continues to apply for all
references to the term in 24 CFR 983.%

Project-Based Voucher (PBV). A component of a PHA’s HCV program, where the PHA attaches
voucher assistance to specific housing units through a PBV HAP Contract with an owner,
pursuant to 24 CFR 983. Unlike a tenant-based voucher, the PBV assistance remains attached to
the unit when the family moves, and assists the next eligible family to move into the PBV unit.
The PBV program is administered by HUD’s Office of Public and Indian Housing.

Project-Based Rental Assistance (PBRA). Rental assistance under Section 8(C) of the Act
provided by HUD to owners according to the terms of a HAP Contract for the provision of

4 For instance, 24 CFR § 983.202 provides, in part, “With the exception of single family scattered site projects, a
HAP contract shall cover a single project. If multiple projects exist, each project shall be covered by a separate HAP
contract.” The definition of “project” in 24 CFR § 983.3 is used to determined how many PBV HAP Contracts must
be entered into.
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housing to eligible tenants. The PBRA program is administered by HUD’s Office of Housing.

Project Owner. The term Project Owner refers to the owner of the Covered Project, including but
not limited to any owner pursuant to a HAP Contract. For purposes of HAP Contracts, an Owner
is a private person, partnership, or entity (including a cooperative), a non-profit entity, a PHA, or
other public entity, having the legal right to lease or sublease the dwelling units subject to the
HAP Contract.

Public Housing Agency (PHA). A Public Housing Agency that administers programs under the
Act, which could include public housing, Mod Rehab and HCVs. In addition to this general
definition, the term PHA, as used in this Notice, refers to the owner of a First Component
Converting Project (even if the project is a mixed finance project and the PHA does not own the
ACC units).

Public Housing Assessment System (PHAS). The current system used to measure the
performance of PHAs administering the public housing program, per 24 CFR part 902, or any
successor system.

Public Housing Project. Per 24 CFR § 905.108 the term *‘public housing’’ means low-income
housing, and all necessary appurtenances thereto, assisted under the Act, other than assistance
under 42 U.S.C. § 1437f of the Act (section 8). The term ‘public housing’’ includes dwelling
units in a mixed finance project that are assisted by a PHA with public housing Capital Fund
assistance or Operating Fund assistance. The term “public housing project” means housing
developed, acquired, or assisted by a PHA under the Act, and the improvement of any such
housing. Each public housing project has a project identification number in the Public and Indian
Housing Information Center (PIC), though a PHA may propose to convert individual sites within
the public housing project..

RAD Conversion Commitment (RCC). For the First Component, the contract executed by HUD,
the PHA and, as applicable, the pre-conversion owner (if not the PHA), and the post-conversion
Project Owner. The RCC follows completion of HUD’s review of the Financing Plan and
describes the terms and conditions under which HUD will approve the proposed conversion and
execute closing documents. (See Section 1.12 and Attachment 1A for further details on the
RCC))

RAD Fair Housing, Civil Rights, and Relocation Checklist or Checklist. The Accessibility and
Relocation Checklist or its successor, the RAD Fair Housing, Civil Rights, and Relocation
Checklist (when available) used in First Component transactions.

RAD Fair Housing, Civil Rights, and Relocation Notice. The “Rental Assistance Demonstration
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(RAD) Notice Regarding Fair Housing and Civil Rights Requirements and Relocation
Requirements Applicable to RAD First Component — Public Housing Conversions,” Notice H
2016-17; PIH 2016-17 (HA), as may be amended from time to time.’

RAD Use Agreement. Applicable to the First Component, the document specifying the
affordability and use restrictions on the Covered Project, which will be coterminous with the
HAP Contract and must be recorded in a superior position to any new or existing financing or
other encumbrances on the Covered Project. (See Sections 1.6.B.4 and 1.7.A.4 for further details
on the RAD Use Agreement.)

REAC. HUD’s Real Estate Assessment Center.

Resident Opportunity and Self-Sufficiency Service Coordinators (ROSS-SC). Funding under this
program is made available for Service Coordinators to assess the needs of residents of public
housing and coordinate community resources to meet those needs. These services should enable
participating families to make progress toward achieving economic independence and housing
self-sufficiency, or, in the case of elderly or disabled residents, improve living conditions and
enable residents to age-in-place.

Section Eight Management Assessment Program (SEMAP). The current system used to measure
the performance of PHAs administering the Section 8 HCV program, per 24 CFR part 985, or
any successor system.

Small Area FMR. The FMR established on a zip-code basis per 81 FR 80678, as published
annually in the Federal Register.

Surplus Cash. For both PBV and PBRA, following completion of the Work, the amount
determined to be available at the end of an annual fiscal year period after payment, or after funds
have been set aside for payment, of (i) operating expenses, (ii) mortgage payments, and (iii) all
amounts required to be deposited in the replacement reserve or other restricted accounts essential
to the Covered Project’s operations.

Tenant Protection Vouchers (TPVs). Vouchers issued to eligible tenants of certain properties
when an event at the property would otherwise expose tenants to a loss of rental assistance,
resulting in an increase in their housing costs. Such events include when a Rent Supp or RAP
contract terminates due to expiration, prepayment of the underlying mortgage, or an enforcement
action; the termination or expiration of a Mod Rehab or SRO contract; or HUD approval of
public housing unit demolitions, dispositions, and conversions under Section 18, Section 22, or
Section 33 of the Act. HUD provides TPVs and funding to a voucher agency that has jurisdiction

5 https://www.hud.gov/sites/documents/16-17HSGN_16-17PIHN.PDF.
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over the area in which the property is located. TPVs may be regular HCVs, which are
administered in accordance with all HCV program requirements, or EVs, as described above.

Tenant Rent. The amount payable monthly by the household as rent to the unit owner as defined
in 24 CFR Part 5.634 (public housing and PBRA) and 983.353 (PBV),

TTP. The total tenant payment as calculated pursuant to 24 CFR Part 5.

Uniform Physical Condition Standards (UPCS). Protocols used for HUD Real Estate Assessment
Center (REAC) physical inspections in accordance with 24 CFR part 5, subpart G.

Uniform Relocation Act (URA). The Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970 as amended (42 U.S.C. 4601 et seq.) and its implementing
regulations (49 CFR part 24).

Utility Allowance. As defined in 24 CFR Part 5, the amount that a PHA or Project Owner
determines is reasonable for tenant-paid utility costs. In the case where the utility allowance
exceeds the Total Tenant Payment (as defined at 24 CFR § 5.613), the tenant is reimbursed in the
amount of such excess.

Voucher Agency. A PHA that administers an HCV program.

Work or Scope of Work. The improvements required by HUD to be performed within a defined
period following the conversion and specified in the RCC or other RAD conversion documents.
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Section I: Public Housing Projects

SECTION I: PUBLIC HOUSING PROJECTS

1.1 Purpose

Section 1 of this Notice provides instructions to PHAs and their development partners seeking to
convert assistance of a public housing property.

1.2 General Program Description

Under the First Component of RAD, PHAs may choose between two forms of Section 8 Housing
Assistance Payment (HAP) Contracts: project-based vouchers (PBVs) or project-based rental
assistance (PBRA). No incremental funds are authorized for this component. As such, initial
contract rents are established based on public housing funding levels, and are subject to
applicable program rent caps. Applications may be submitted for a specific project (using the
RAD Application) or a PHA-defined portfolio of projects (which may include a multi-phase
conversion of a pre-existing public housing site). If a PHA applies for a portfolio award, HUD
will reserve RAD conversion authority for the number of units covered by the award, and the
PHA will be required to submit a RAD Application for each individual project. Following
review and selection of a RAD Application, HUD will provide the PHA with a Commitment to
enter into a Housing Assistance Payment (CHAP), after which the PHA will have to present a
Financing Plan for HUD to approve. After HUD approval of the Financing Plan, issuance of an
RCC and successful closing of the conversion, a project will receive a long-term Section 8 HAP
Contract. Upon conversion, units whose assistance has been converted pursuant to RAD will be
removed from the public housing program. Converting Projects will be released from the public
housing Declaration of Trust (DOT) and the Declaration of Restrictive Covenants (DORCs), if
applicable, and a RAD Use Agreement will be placed on the Covered Project.

A. PBV Conversions. Where the PHA converts assistance of a public housing project to
Section 8 PBVs, the HAP Contract will be administered by the agency with which HUD has
entered into the applicable Voucher ACC (which in many cases will be the same agency that
is converting assistance). Contract rents will be established according to the terms described
in this Notice and will be adjusted annually by HUD’s published OCAF on each anniversary
of the HAP Contract, subject to the availability of appropriations for each year of the contract
(see Section 1.6.B.5 and Attachment 1C) and the rent reasonableness requirement discussed
later in this Notice. The initial contract will be for a period of at least 15 years (up to 20 years
upon approval of the administering Voucher Agency). At or prior to the expiration of the
initial contract and each renewal contract thereafter, the Voucher Agency shall offer, and the
Project Owner shall accept, a renewal contract for the prescribed number and mix of units,
either on the site of the project subject to the expiring contract or, upon request of the Project
Owner and subject to PHA and HUD approval, at another site through a future transfer of
assistance. Each project with a PBV HAP Contract will also be subject to a RAD Use
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Agreement that will renew with the HAP Contract on the property assisted by the HAP
Contract. Further, the administering Voucher Agency (i.e., the Contract Administrator) will
provide a Choice-Mobility option to residents of Covered Projects in accordance with section
1.6.D.8. With the exception of provisions identified in this Notice (as well as retained
flexibilities of Moving to Work (MTW) agencies), all regulatory and statutory requirements
of the PBV program in 24 CFR part 983, and applicable standing and subsequent Office of
Public and Indian Housing guidance, including related handbooks, shall apply.

B. PBRA Conversions. Where the PHA converts assistance of a public housing project to
Section 8 PBRA, the HAP Contract will generally be administered by HUD’s Office of
Housing, unless later assigned to a PHA that is under ACC with HUD for the purpose of
administering project-based Section 8 HAP Contracts. Contract rents will be established
according to the terms described in this Notice and will be adjusted annually by HUD’s
published OCAF at each anniversary of the HAP Contract, subject to the availability of
appropriations for each year of the contract (see Section 1.7.A. and Attachment 1C). The
initial contract will be for a period of 20 years and will be subject to annual appropriations.
At expiration of the initial contract and each renewal contract, HUD shall offer, and the

Project Owner shall accept, a renewal contract for the prescribed number and mix of units,
either on the site of the project subject to the expiring contract or, upon request of the Project
Owner and subject to HUD approval, at another site through a future transfer of assistance.
The initial contract shall be eligible for renewal under the Multifamily Assisted Housing
Reform and Affordability Act of 1997 (MAHRAA). Each Covered Project with a PBRA
HAP Contract will be subject to a 20-year RAD Use Agreement that will renew with the
HAP Contract on the property assisted by the HAP Contract. Further, Project Owners must
offer a Choice-Mobility option to residents of Covered Projects, as specified in Section
1.7.C.5. of this Notice, unless exempted from this requirement. With the exception of
provisions identified in this Notice, all regulatory and statutory requirements of the PBRA
program in 24 CFR part 880, and applicable standing and subsequent Office of Housing
guidance, including related handbooks, shall apply (as modified and published in Appendix [
of this Notice).

C. Waivers. A major goal of the First Component of RAD is to test the conversion of the public
housing assistance to long-term, project-based Section 8§ assistance available to Project
Owners of assisted multifamily housing in order to generate additional sources of private
financing. Consequently, HUD is applying its waiver authority and ability to establish limited
alternative requirements for the effective conversion of assistance on a limited basis to
facilitate the major goals of the Demonstration and maintain existing distinctions between the
PBV and PBRA forms of contract assistance. Such distinctions will enable a PHA or Project
Owner to choose the form of assistance that best meets its needs. It will also enable HUD and
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Congress to assess how effective each form of assistance proves to be in meeting such varied
circumstances and needs.

D. Resident Rights and Relocation. Equally important for the success of RAD are meaningful

resident participation, procedural and relocation rights, and mobility, which are addressed in
detail in various sections of the Notice and the RAD Fair Housing, Civil Rights, and
Relocation Notice and summarized in Attachment 1B.

E. Fair Housing Requirements. RAD transactions are governed by the same civil rights
authorities that govern HUD-assisted activities generally. These authorities prohibit

discrimination and impose affirmative obligations on HUD program participants. See HUD’s
general regulations at 24 CFR § 5.105. For example, the Fair Housing Act prohibits
discrimination in housing (see 42 U.S.C. §§ 3601, et seq., and 24 CFR part 100) and requires
all Federal executive departments and agencies to “administer their programs and activities
relating to housing and urban development . . . in a manner affirmatively to further” fair
housing (42 U.S.C. § 3608(d) and (e)). All Federally assisted programs and activities are
subject to Title VI of the Civil Rights Act of 1964 forbidding discrimination on the basis of
race, color, and national origin (see 42 U.S.C. §§ 4000d, et. seq., and HUD regulations in 24
CFR part 1) and Section 504 of the Rehabilitation Act of 1973, which forbids discrimination
on the basis of disability and requires that federally assisted programs make each activity
“when viewed in its entirety” readily accessible to persons with disabilities and make
reasonable accommodation to the needs of persons with disabilities (see 29 U.S.C. §§ 701, et
seq., and 24 CFR part 8), as well as Titles II and III of the Americans with Disabilities Act
(12 U.S.C. §§ 12101, et seq., and 42 CFR parts 35). Executive Order 11063 (24 CFR part
107) was issued to prevent discrimination based on race, color, religion, sex, or national
origin in Federally assisted housing property or facilities and to require program participants
to provide information on race, color, religion, sex, or national original of applicants for and
participants in Federally assisted housing.

HUD has issued a separate notice, the RAD Fair Housing, Civil Rights, and Relocation
Notice, to provide more detailed guidance regarding certain civil rights requirements of RAD
transactions. This Notice has been updated to remove civil rights guidance and requirements
that are duplicative of the provisions of the RAD Fair Housing, Civil Rights, and Relocation
Notice. The removal of this language does not modify any of the requirements contained in
the RAD Fair Housing, Civil Rights, and Relocation Notice. PHAs should consult the RAD
Fair Housing, Civil Rights, and Relocation Notice early in the planning process so that they
are aware of RAD’s civil rights related requirements for project construction and operation,
site selection, submission of information to HUD, and HUD approval.
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RAD conversions that include one or more of the circumstances described in the RAD Fair
Housing, Civil Rights, and Relocation Notice must undergo a Front-End Civil Rights
Review. The purpose of the review is early identification of the risk that elements of
proposed RAD projects will be out of compliance with certain fair housing and civil rights
requirements. When such circumstances are present, the PHA must obtain written approval
from HUD.®

1.3 Eligibility

Only PHAs may apply under this section of the Notice. However, PHAs may consider enlisting
partners to facilitate recapitalization and development of its projects. Additionally, while public
housing mixed-finance projects are eligible for conversion under the Demonstration (see Section
1.9 of this Notice), the application for conversion of assistance must be submitted by the PHA on
whose ACC the units are included. This requirement also applies to directly-funded

Resident Management Corporations (RMCs).

A RAD Application may be rejected, or a CHAP or RCC revoked, if HUD determines an
applicant or PHA to be ineligible.

To be eligible for the Demonstration, a PHA must:

1. Have public housing units under an ACC;

2. Be classified as a Standard or High Performer under the Public Housing Assessment
System (PHAS). If classified as “troubled” (Troubled) the PHA may still be eligible if the
PHA is making substantial progress under its Recovery Agreement, Action Plan,
Corrective Action Plan (CAP) or Memorandum of Agreement (MOA) or proposes a
revision to such agreement or plan that incorporates conversion under RAD and that is
acceptable to HUD. HUD must have determined that the factors resulting in the PHA’s
Troubled status will not affect its capacity to carry out a successful conversion under this
Demonstration.

3. Be classified as a Standard or High Performer under the Section Eight Management
Assessment Program (SEMAP) if the PHA will be administering the PBV contract under
RAD. If classified as Troubled, the PHA must be making substantial progress under the
CAP and HUD must have determined that the factors resulting in the PHA’s Troubled
status will not affect its capacity to carry out a successful conversion under this
Demonstration;

¢ Properties being redeveloped with funding under a Choice Neighborhoods Implementation (CNI) grant are not
subject to the RAD Fair Housing, Civil Rights, and Relocation Notice, including the RAD front-end and civil rights
transaction reviews.
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4. Be in substantial compliance with HUD reporting and programmatic requirements and/or
satisfactorily in compliance with any CAP or MOA related to any 1) program finding or
2) failure to carry out, to the satisfaction of the Department, management decisions
relating to an audit by the Office of Inspector General;

5. Not have a debarment, suspension, or Limited Denial of Participation (LDP) in Federal
programs lodged against the applicant, PHA Executive Director, Board members, or
affiliates, unless HUD has determined that the RAD conversion is likely to place the
property under the control of a more capable entity;

6. Submit a completed application that complies with all RAD Application instructions.

7. Resolve to HUD’s satisfaction any outstanding civil rights matters prior to conversion.
All pending legal processes must have been satisfied to meet this standard. If eligibility
would be denied on this basis, HUD will notify the applicant of its determination and any
actions necessary to permit a finding of eligibility.

Additionally, a PHA may be required to demonstrate that its proposed activities under RAD are
consistent with and will not hinder or delay satisfaction of any applicable fair housing or civil
rights VCA, conciliation agreement, consent order or consent decree, final judicial ruling, or
administrative ruling or decision. HUD may terminate a CHAP or RCC if it determines that the
terms of the conversion would be inconsistent with fair housing or civil rights laws or is
inconsistent with, would hinder, or would delay satisfaction of a fair housing or civil rights court
order, settlement agreement, or VCA (see Section 1.12 of this Notice).

1.4 Project Conversion Requirements and Financing Considerations

One of the main purposes of RAD is to demonstrate how the conversion of current public
housing assistance to long-term, project-based Section 8 rental assistance contracts can generate
access to private and public debt and equity to address immediate and long-term capital needs
through rehabilitation or new construction. HUD therefore expects that the majority of projects
undergoing conversion of assistance through RAD will do at least some rehabilitation or
reconstruction. The following include requirements related to conversion plans more broadly,
including those involving rehabilitation and construction:

A. Conversion Planning Requirements.

1. Capital Needs Assessment (CNA). Except as noted below, each project selected for
award will be required to perform a detailed physical inspection to determine both
short-term rehabilitation needs to be included as a Scope of Work that will be
completed as part of the RAD conversion and long-term capital needs to be addressed
through a Reserve for Replacement Account. A CNA must be submitted with the
Financing Plan and must have been completed no earlier than 180 days prior to
submission of the Financing Plan, except with HUD approval.
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e CNA eTool. The CNA eTool is required as part of any RAD Financing Plan (or
application for FHA Firm Commitment), except as described below. The CNA
eTool contains two major components — the narrative (the description of each
component and its condition and may include an energy audit) and the financial
model (the 20-year schedule and associated determination of the Initial Deposit to
Replacement Reserve, or IDRR, and the Annual Deposit to Replacement Reserve,
or ADRR).

e Contractor Qualifications. The CNA must be completed by a qualified,
independent third-party professional as required by the MAP Guide.

e Exemptions. HUD may exempt the transaction types set forth below from CNA
requirements, provided that the proposed exemption is confirmed with HUD prior
to submission of the Financing Plan and eligibility for the exemption confirmed in
HUD’s review of the Financing Plan. Exemptions may apply to some or all
portions of the CNA, including the assessment of immediate needs and the
portions of the CNA eTool necessary to produce the 20 Year Reserve Schedule.

a. For non-FHA transactions, neither component of the CNA will be required
as long as the Annual Deposit to the Replacement Reserve is no less than
$450 per unit (or a lower amount if justified by an alternate form of CNA
acceptable to HUD, typically one performed for an investor or lender), and
the Project:

i. Has been newly constructed or financed with 9% LIHTC within
the last five years, as calculated from the date the final certificate
of occupancy was issued,’ or

ii. Qualifies as new construction or will be financed with 9% LIHTC;

b. For non-FHA transactions, the narrative will not be required where the
transaction will be financed with 4% LIHTC;

¢. For non-FHA transactions, neither component of the CNA will be required
where the total assisted units (e.g., RAD units and other PBV units) at the
project will constitute less than 20% of the total units at the project (or a
higher percentage at HUD’s discretion, taking into consideration the
absolute number of RAD units at the project).

d. For FHA transactions, PHAs should follow applicable requirements in the
MAP Guide governing exemptions.

e Utility Consumption Baseline. No utility consumption baseline analysis is
necessary as part of the CNA conducted for the RAD conversion.

" Prior to confirming an exemption from the CNA HUD will require a disclosure of any construction defects and a
PHA certification that it conducted a site review/inspection of the project with respect to accessibility for persons
with disabilities and that the property complies with federal accessibility requirements
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2. Healthy Housing and Energy Efficiency. For all projects retrofitted under a RAD
conversion, if systems and appliances are being replaced as part of the Work
identified in the approved Financing Plan and RCC, PHAs shall utilize the most
energy- and water-efficient options that are financially feasible and that are found to
be cost-effective by the CNA described above. The CNA will provide detailed
analyses of energy-saving alternatives and other green building components,
including payback and cost/saving analyses. The use of Energy Star®, WaterSense®
or Federal Energy Management Program (FEMP)-designated products and appliances
replacements, if any such designation is available for the applicable system or
appliance, is presumed to be the minimum threshold for meeting such requirement.®
PHAs are strongly encouraged, for all RAD conversion projects, to scope
rehabilitation and ongoing replacements that utilize the components that the CNA
indicates make financial sense, and other components that the CNA indicates will
improve indoor air quality and/or reduce overall environmental impact where those
components have little or no cost premium, consistent with the principles and best
practices of the green building industry.

Where a PHA is planning to use a RAD conversion in conjunction with new
construction, projects shall at a minimum meet or exceed the 2009 International
Energy Conservation Code (IECC) for single family or low-rise multifamily
properties (three stories or less) or the ASHRAE 90.1-2007 standard for mid- or high-
rise multifamily projects, or any successor codes that are adopted by HUD under the
requirements of the Energy Independence and Security Act of 2007. All new
construction projects are encouraged to meet or exceed the requirements for Energy
Star for New Homes or Energy Star for Multifamily High Rise buildings. Further, in
new construction and applicable retrofit projects, HUD strongly encourages the use of
industry-recognized, green building certifications, such as the US Green Building
Council’s LEED Rating System, Enterprise Green Communities Criteria, the National
Green Building Standard, Green Globes, GreenPoint Rating, EarthCraft, Earth
Advantage, Passive House, or Living Buildings.

3. Environmental Review. Under Federal environmental review requirements,
proposed RAD projects are subject to environmental review under either Part 50 or
Part 58, as applicable, and environmental documents are required to be submitted no

8 For Energy Star®, see http://www.energystar.gov/. For WaterSense®, see http://www.epa.gov/watersense/. For
FEMP, see http://www].eere.energy.gov/femp/.
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later than the applicant’s Financing Plan.” HUD will not issue an RCC if the project
plan does not meet the environmental review requirements described in Attachment
1A. Once an awardee has submitted an application for a specific project, they may not
make any choice limiting actions before the completion of the environmental

review.!?

4. Substantial Conversion of Assistance. Conversions may not result in a reduction of
the number of assisted units, except by a de minimis amount. A de minimis reduction
of units may include any of the following:

a. The greater of five units or the number of units (rounded to the nearest
whole number) corresponding to five percent of the number of ACC units
in the Project (or RAD-converted portfolio, if both the portfolio and de
minimis units are counted in the aggregate) immediately prior to
conversion;

b. Any unit that has been vacant for more than 24 months at the time of RAD
Application; and

c. Units that, if removed from assistance, will allow the PHA to more
effectively or efficiently serve assisted households through: 1)
reconfiguring apartments (e.g., converting efficiency units to one-bedroom
units); or 2) facilitating social service delivery (e.g., converting a
basement unit into community space), subject to HUD approval.

Otherwise, a PHA may not reduce the number of ACC units at a project without
Section 18 Demolition or Disposition approval from the Special Applications Center
(SAC).

9 Under Part 58 Review, the PHA submits a Request for Release of Funds (HUD-7015.15) or the local responsible
entity’s finding of exempt activity to the HUD Field Office. When the PHA submits a Request for Release of Funds,
the HUD Field Office provides environmental clearance, using Form HUD-7015.16, if no valid objections are made
and HUD has no knowledge of deficiencies cited in 24 CFR § 58.72(b). PHAs submit only the Form HUD-7015.16
with the Financing Plan, not the full environmental review record. Under Part 50, HUD staff complete the review in
conjunction with the Financing Plan review and therefore the PHA should submit full environmental review
documentation no later than the Financing Plan submission. HUD may require earlier submission in order to
ascertain whether a conversion has sufficiently advanced (see Section 1.12 for discussion of the Concept Call).

10 A choice limiting action means an action that may have an adverse impact on the environment or limit the choice
of reasonable alternatives. A choice limiting action may include, but is not limited to, real property acquisition,
demolition, disposition, rehabilitation, repair, new construction, site preparation or clearance, ground disturbance,
and leasing. For more information see the Environmental Review Requirements for RAD Conversions Quick

Reference Guide: https://www.hudexchange.info/resource/42 1 6/environmental-review-requirements-for-rad-
transactions/
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In all cases, the PHA shall submit within its PIC removal application (See Section
1.12) a narrative explanation of the proposed reduction, including a description of the
units to be removed, an explanation of why the project meets the exclusion criteria,
and any supporting evidence. HUD may approve any reduction of units by project or
portfolio. Any de minimis reduction request must be included in the approved
Financing Plan prior to closing of the associated transaction.

The de minimis allowance may be calculated across portfolio conversions, but the
number of de minimis units allowed must be calculated based on the RAD
conversions closed prior to or simultaneous with the execution of the de minimis
reduction. For example, a PHA that is converting 200 units across three properties is
permitted to replace 190 RAD-assisted units (i.e. 95% of 200) across its portfolio and
apply the unit reductions to a single property. However, the property that would have
10 fewer units assisted under a RAD HAP Contract must convert simultaneous with
or after the first two properties, not before.

A PHA must demonstrate that any reduction in units better serves residents, the
Covered Project, or the operating viability of the PHA’s RAD or public housing
portfolio, will not result in the involuntary permanent displacement of any tenant
family, and will not result in discrimination based on race, color, religion, national
origin, sex, disability, or familial status.

Any property or the proceeds received from the sale of any property that is released
from the DOT under the de minimis exception must be used for Affordable Housing
Purposes.

5. Relocation Requirements.

a. RAD Fair Housing, Civil Rights, and Relocation Notice. Relocation
requirements related to public housing conversions under RAD are
described in the RAD Fair Housing, Civil Rights, and Relocation Notice.!!
The RAD Fair Housing, Civil Rights, and Relocation Notice provides
PHASs and their development partners with information and resources on
RAD program requirements, Uniform Relocation Act (URA)
requirements, and other requirements which may be applicable such as
Section 104(d) of the Housing and Community Development Act of 1974,
as amended (Section 104(d)) when planning for or implementing resident

! For properties being redeveloped with funding under a Choice Neighborhoods Implementation (CNI) grant, the
RAD Fair Housing, Civil Rights, and Relocation Notice is superseded by requirements regarding relocation included
in the applicable CNI NOFA and applicable CNI Grant Agreement.
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moves in connection with a RAD conversion under the First Component
of RAD. Specifically, the RAD Fair Housing, Civil Rights, and Relocation
Notice provides guidance on relocation planning, resident right to return,
relocation assistance, resident notification, initiation of relocation, and the
fair housing and civil rights requirements applicable to these activities.

The appendices to the RAD Fair Housing, Civil Rights, and Relocation
Notice include recommended relocation plan contents. Sample relocation
notices for issuance to residents depending on RAD project characteristics
are available on the RAD website at www.hud.gov/rad. The primary
source for First Component relocation requirements and guidance is the
RAD Fair Housing, Civil Rights, and Relocation Notice and not this
Notice. In the event of a conflict between this Notice and the RAD Fair
Housing, Civil Rights, and Relocation Notice, with regard to relocation
requirements, the RAD Fair Housing, Civil Rights, and Relocation Notice
controls.

b. Right to Return. Any resident that may need to be temporarily relocated
to facilitate rehabilitation or construction has a right to return to an
assisted unit at the Covered Project once rehabilitation or construction is
completed. Permanent involuntary displacement of residents may not
occur as a result of a project’s conversion of assistance, including, but not
limited to, as a result of a change in bedroom distribution, a de minimis
reduction of units, the reconfiguration of efficiency apartments, or the
repurposing of dwelling units in order to facilitate social service delivery.
Where the transfer of assistance to a new site is warranted and approved
(see Section 1.4.A.12), residents of the Converting Project will have the
right to reside in an assisted unit at the new site once rehabilitation or
construction is complete. For more information on how to implement
these provisions see the RAD Fair Housing, Civil Rights, and Relocation
Notice.

c. Ineligibility of Tenant Protection Vouchers. Conversion of assistance is
not an event that triggers the issuance of Tenant Protection Vouchers to
residents of public housing projects going through a RAD conversion.!?

6. Accessibility Requirements. Federal accessibility requirements apply to all
conversions, whether they entail new construction, alterations, or existing facilities.

12 This provision does not preclude a PHA from receiving tenant protection vouchers for a property that has also
received a Choice Neighborhoods Implementation grant.
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See the RAD Fair Housing, Civil Rights, and Relocation Notice (Notice H 2016-17
PIH 2016-17 (HA)) for a full description of the applicability of accessibility
requirements in RAD and the situations under which HUD will perform an up-front
review.

PHAs are encouraged to use universal design principles, visitability principles, and
active design guidelines in planning retrofit and new construction work, wherever
feasible. However, adherence to universal design principles does not replace
compliance with the accessibility requirements of Section 504, the ADA, and the Fair
Housing Act.

7. Site Selection and Neighborhood Standards. Where a PHA is planning to convert
assistance under RAD, the PHA must comply with all applicable site selection
requirements as set forth in this Notice and in accordance with any additional
applicable guidance provided by HUD. Site selection requirements set forth at 24
CFR § 983.57 shall apply to RAD conversions to PBV assistance and site selection
requirements set forth at Appendix III shall apply to RAD conversions to PBRA
assistance. Site selection must be consistent with the requirements of the Fair
Housing Act, Title VI of the Civil Rights Act of 1964 including implementing
regulations at 24 CFR § 1.4(b)(3), Section 504 of the Rehabilitation Act of 1973
including implementing regulations at 24 CFR § 8.4(b)(5), and the Americans with
Disabilities Act. Choice Neighborhoods Implementation projects are subject to the
site and neighborhood standards published in the applicable NOFA. See the RAD
Fair Housing, Civil Rights, and Relocation Notice (Notice H 2016-17 PIH 2016-17
(HA)) for a full description of Site and Neighborhood Standards requirements in
RAD and the situations under which HUD will perform an up-front review.

8. Additional Design Considerations. Applicants are also strongly encouraged to
demonstrate contemporary best practices in rehabilitation and construction, utilizing a
long-term and holistic view of costs and benefits and a decision-making process
which includes current and future stakeholders. Planning and design should include
building lifecycle costs, energy and water-efficiency, social inclusion and
connectivity, broadband infrastructure, senior fall prevention and aging in place
design, occupant health and welfare, basic environmental stewardship, and climate
change resilience.'?

13 PHAs may wish to reference additional product certifications and standards in their building specifications and
can find additional guidance via the US Green Building Council’s Leadership in Energy and Environmental Design
(LEED) Rating System. Most of these programs build on the Energy Star certification and the IECC / ASHRAE
standards for ease of coordination.
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9. Demolition. Conversion plans may include the partial or complete demolition of the
Covered Project and replacement of assistance on-site or off-site. Unless approved in
writing by HUD,'* a PHA may not demolish and/or dispose of units until after the
closing of construction financing for the Covered Project.!> Both the demolition
action and new construction or rehabilitation (either on-site or off-site) are considered
as part of a single Environmental Review. PHAs should be aware that the CDBG and
HOME programs have additional requirements regarding demolition if those sources
of funds are used.®

10. Change in Unit Configuration. Where a PHA is proposing to change the unit
configuration as part of the conversion, the PHA must demonstrate that the change in
bedroom distribution will not result in the involuntary permanent displacement of any
resident and will not result in discrimination based on race, color, national origin,
religion, sex, disability, or familial status. For example, if three and four-bedroom
units are replaced with one and two-bedroom units, the conversion may, but not in all
cases, result in discrimination against families with children. See the RAD Fair
Housing, Civil Rights, and Relocation Notice (Notice H 2016-17 PIH 2016-17 (HA))
for a full description of the situations under which HUD will perform an up-front
review when a PHA proposes to change the unit configuration of a project.

11. Ownership and Control. Except where permitted to facilitate the use of tax credits,
during both the initial term and all renewal terms of the HAP Contract, HUD will
require ownership or control of the Covered Project by a public or non-profit entity.
HUD may also allow ownership of the project to be transferred to a tax credit entity
controlled by a for-profit entity to facilitate the use of tax credits for the Covered
Project, but only if HUD determines that the PHA or a non-profit entity preserves an
interest in the property.

14 Demolition prior to replacement is common in transactions utilizing Choice Neighborhood Implementation grants.
Whenever approval is granted, a PHA cannot begin demolition before entering into a Converting Awaiting Transfer
(CAT) agreement, which converts the public housing assistance and reserves the PHA’s ability to place it under a
HAP contract at a future date.

15 Section 18 of the Act does not apply to RAD Conversions and is not needed for conversion plans involving
demolition. Demolition approval pursuant to Section 18 is not sufficient to permit demolition of units under RAD
and may cause the Converting Project to be ineligible for conversion under RAD. In rare cases, Section 18 approval
(including an approval letter from the Special Application Center) is required for elements of certain transactions
which cannot be implemented under RAD authority. See Section 1.5.B.

16 The most relevant requirements are contained in Section 104(d) of the Housing and Community Development
Act of 1974, as amended.

H-2019-09 PIH-2019-23 (HA), Rental Assistance Demonstration REV-4 — Final Implementation 30



Section I: Public Housing Projects

Public or non-profit ownership or control, or preservation of an interest by a PHA or
non-profit in a property owned by a tax-credit entity controlled by a for-profit entity,
may be satisfied if the PHA, public entity or non-profit entity (or entities), directly or
through a wholly owned affiliate: (1) holds a fee simple interest in the real property of
the Covered Project; (2) is the lessor under a ground lease with the Project Owner; (3)
has the direct or indirect legal authority (via contract, partnership share or agreement
of an equity partnership, voting rights, or otherwise) to direct the financial and legal
interests of the Project Owner with respect to the RAD units; (4) owns 51 percent or
more of the general partner interests in a limited partnership or 51 percent or more of
the managing member interests in a limited liability company with all powers of a
general partner or managing member, as applicable; (5) owns a lesser percentage of
the general partner or managing member interests and holds certain control rights as
approved by HUD; (6) owns 51 percent or more of all ownership interests in a limited
partnership or limited liability company and holds certain control rights as approved
by HUD:; or (7) demonstrates other ownership and control arrangements approved by
HUD.

Control rights referenced in the examples above include control over the leasing of
the Covered Project, such as exclusively maintaining and administering the waiting
list for the Covered Project, including performing eligibility determinations, and
consent rights over certain acts of the Project Owner (including, for example,
disposition of the Covered Project, changing the number of affordable units or the
affordability targeting, setting utility allowances or any unregulated tenant fees for the
affordable units, selecting the management agent, setting the operating budget and
making withdrawals from the reserves). Control may be established through the terms
of the Project Owner’s governing documents or through a Control Agreement,
provided that in either case amendment of the terms of control requires consent from
HUD. Ownership and control structures are subject to HUD review to ensure
compliance with statutory requirements.

If HUD, in its sole discretion, determines intervention is necessary in situations
involving foreclosure, bankruptcy, or termination and transfer of assistance for
material violations of, or default under, the HAP Contract, HUD will first seek to
require ownership or control of assisted units by a capable public or non-profit entity
before considering another capable entity, as determined by the Secretary.

All current and future ownership entities are subject to the eligibility requirements of
Section 1.3 of this Notice, including the civil rights threshold requirements.
Furthermore, if a PHA or project is subject to a Voluntary Compliance Agreement
(VCA), conciliation agreement, consent order or consent decree, or final judicial
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ruling or administrative ruling or decision (hereafter referred to as “VCA and related
agreements”), it must ensure that the ownership agreement or other appropriate
document makes the new owner subject to the remedial provisions contained in such
documents to the extent required by Federal, state, and local law to ensure continued
applicability of appropriate provisions of the VCA and related agreements to the
property and its operations. It is the PHA’s obligation to disclose such VCA and
related agreements to the prospective owner. The extent of the new owner’s
responsibilities, including whether the responsibilities are appropriately limited to the
development, maintenance, or operation of the particular RAD project, must be
appropriately documented. The PHA will follow any applicable requirements for the
modification of such VCA or related agreements. If HUD is a party to the VCA and
related agreements, the RAD project will not close without HUD’s express approval
of the transfer of obligations to the new owner.

Transfer of Assistance. In order to facilitate the financing, development, and
preservation of decent, safe, and affordable housing, there are three scenarios under
which assistance converted pursuant to RAD may be transferred off of the existing
parcel of land (for the purposes of this sub-section,unless specifically stated
otherwise, transfer of assistance does not include transfers to an adjacent site): (1)
where the PHA requests assistance to be transferred as part of the conversion from
Converting Project to Covered Project; (2) post-conversion where a Project Owner
requests a partial or full transfer of assistance, or (3) where, as a result of a default of
the Use Agreement or HAP Contract, HUD terminates the HAP Contract. In all cases,
the transfers of assistance will be subject to the ownership and control provisions
described in this Notice.

Approvals of a PHA or owner’s request to transfer assistance will be determined in
HUD'’s sole discretion considering the condition and needs of the Converting Project,
the nature of the proposed Covered Project, and the impact on the Converting
Project’s residents. The transfer shall not place housing in neighborhoods with highly
concentrated poverty based on the criteria formulated for transfers under Section
8(bb) of the Act."” The transfer shall comply with all applicable fair housing and civil
rights requirements and all requirements detailed in this Notice, including
environmental review (see Section 1.4.A.3 and Attachment 1A), Site and

17 The analysis can be found in Section VIII B.1 of H-2015-03 “Transferring Budget Authority of Project-Based
Section 8 Housing Assistance Payments Contract under Section 8(bb)(1) of the United States Housing Act.” A copy
of the criteria is available at www.hud.gov/rad. At a minimum, projects that are located in neighborhoods that meet
these criteria will meet the requirement under this Notice that transfers not occur to neighborhoods of concentrated
poverty. HUD may modify these criteria as appropriate to fit the purposes of RAD and will post the applicable
criteria at www.hud.gov/rad.
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Neighborhood Standards (see Section 1.4.A.7), Changes in Unit configuration (see
Section 1.4.A.10), and Accessibility requirements (see Section 1.4.A.6). See the RAD
Fair Housing, Civil Rights, and Relocation Notice (Notice H 2016-17 PIH 2016-17
(HA)) for a full description of the an up-front civil rights review HUD will perform
when a PHA proposes a transfer of assistance. Further, unless otherwise approved by
HUD, a PHA may transfer units from a public housing project to an existing low-
income housing tax credit project within its 15-year tax credit compliance period only
if the transfer is necessary to help with the de-concentration of poverty and/or the de-
densification of a public housing project. PHAs should be aware that acquisition of

the transfer of assistance site for a Federally-funded project is generally subject to the
URA and the commerecial or residential occupant of such site may be eligible for
relocation payments and assistance.

The project to which assistance is transferred will be subject to all of the contract
terms as described in the HAP Contract, RCC, and RAD Use Agreement.

a. Transfer at Conversion. Where a PHA proposes assistance to be transferred to a
new site as part of the conversion, this information must be included in the PHA’s
Five Year, Annual, or MTW Plan, or as an amendment to the Five Year or MTW
Plan or significant amendment to the Annual Plan and must be consistent with the
Consolidated Plan. In a conversion where residents will remain in the Converting
Project (i.e., the current public housing site) until the rehabilitation or construction
of the Covered Project (i.e., the receiving site) is complete, the PHA and Project
Owner must submit a request with their Financing Plan to either a) enter into the
HAP contract at the close of construction financing at the Covered Project and, if
residents will continue to occupy the former public housing units until
construction is complete, execute a Master Lease between the Project Owner
(Lessee) and PHA (Lessor) for the units with lease payments made from Rehab
Assistance Payments or other available funds or b) with HUD approval, enter into
a contractual agreement regarding delayed conversion (“Delayed Conversion
Agreement”), pursuant to which the Converting Project will remain as public
housing while occupied by public housing residents during construction of the
new site and the entire HAP Contract will be executed and effective as
construction is completed and units are ready for occupancy. Please note that a
Delayed Conversion cannot accommodate “staged” effective dates for distinct
clusters of units.'®* HUD will approve such requests in its sole discretion, based on
sufficient demonstration that it is necessary to facilitate conversion.

18 Please see guidance available on www.RADresource.net “Master Lease vs. Delayed Conversion Agreement”
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When the assistance will be transferred at execution of the HAP Contract
(including to an adjacent site), the PHA must submit as part of the Financing Plan
a brief narrative describing its plans for the Converting Property. Generally, a
PHA'’s plans must propose for HUD’s review one of the following:
i. Release the Declaration of Trust and place the property under an alternative
restrictive covenant at closing that, generally, will:

a) Be recorded in a superior position to all other liens on the property that
could compromise the applicability or enforceability of the alternative
restrictive covenant;

b) Run for a period of twenty years after which it will extinguish by its
terms;

¢) Require that either:

1) the use of the property be restricted to Affordable Housing
Purposes, which restriction shall apply to any successor owners of
the property, or

i1) where the property is not used for Affordable Housing Purposes,
any net income generated from the property, including through
lease agreements, be restricted to Affordable Housing Purposes,
which restriction shall apply to any successor owners of the
property;Require that for the duration of the use restriction, HUD
approve any changes in ownership to confirm ongoing compliance
with the use restriction;

d) Require that, for the duration of the 20-year use restriction period or
until the property is sold at Fair Market Value (whichever is shorter), the
PHA retain records of and annually report to its board regarding the use
of the property (including any use for Affordable Housing Purposes) and
any proposed sale of the property; and further require that until any
proceeds from the property are fully expended, the PHA retain records
of and annually report to its board the net income generated from the
property, the proceeds of any sale of the property, and the use of such
funds for Affordable Housing Purposes. HUD will require such records
whenever HUD approval is needed for sale or transfer of the property or
upon request; and

e) Permit a subsequent removal of the alternative restrictive covenant with
HUD approval under the following situations:

1) for sale of the property at Fair Market Value (or equivalent market
valuation, e.g., negotiated sale) as long the as proceeds are
restricted to Affordable Housing Purposes, or
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i1) when replaced with an alternative restrictive covenant (e.g.,
LIHTC extended use agreement) that, in HUD’s determination,
satisfies the Affordable Housing Purposes requirement.

ii. Retain the Declaration of Trust and separately demolish and/or dispose of
the Converting Property under section 18 of the Act or dispose of (retain)
the Converting Property under 2 CFR part 200 (see Notice PIH 2016-20); or

iii. Release the Declaration of Trust at conversion in order to imminently sell
the original property at Fair Market Value (FMV) (or equivalent market
valuation) with a plan to use the proceeds from the sale for Affordable
Housing Purposes.

Until expended, the PHA must place any proceeds in an account subject to a
HUD-51999, General Depository Agreement which specifies the insurance and
security investment requirements.

b. Transfer After Conversion. In general, a Project Owner may only request a
transfer of assistance to HUD after 10 years from the effective date of the initial
HAP Contract. A Project Owner may submit a transfer request sooner if it is
needed as a result of eminent domain proceedings, natural disasters, unforeseen
events, or as otherwise approved by HUD (for example, if HUD provided
approval of a future transfer prior to conversion). HUD may consider, and
approve with such conditions as HUD determines appropriate, a partial or
complete transfer of assistance to a new location if the new location complies
with applicable site selection standards. Substantially all units covered by the
initial HAP Contract must remain or be replaced as a result of the transfer.
Residents of the original location at the time of the transfer request shall not
experience a loss of rental assistance. PBV-assisted families living at the property
upon termination of a PBV HAP Contract have a statutory right to receive a
tenant-based voucher and to certain tenancy protections.!” (A family may
voluntarily decline the tenant-based voucher and accept a PBV unit at the new
location but may not be required to do so.) Termination of a PBV contract is not
cause for issuance of additional tenant-based voucher assistance from HUD.

19 See the Housing Opportunity Through Modernization Act of 2016 (HOTMA) and HUD’s implementation notices
including the "January 18, 2017 HOTMA implementation notice, 82 Fed. Reg. 5458," and the "July 14, 2017
technical correction and clarification notice, 82 Fed. Reg. 32461." Also see Notice PIH 2017-21. Pursuant to
applicable Housing Choice Voucher program requirements, upon PBV HAP Contract termination the family must
be given the option to remain in their unit with HCV assistance if the unit remains rental housing, the rent is
reasonable, and the unit meets housing quality standards.
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PHAs and owners contemplating RAD PBYV transfers after conversion must take
the PBV families’ right to tenant-based voucher assistance into consideration and
ensure that there will be sufficient resources available to the PHA to both
effectuate the transfer and meet the PHA’s obligation to provide tenant-based
vouchers to those families that wish to receive them. Subject to the availability of
appropriations, PBRA-assisted families living at the property upon termination of
a PBRA HAP Contract that meet the eligibility requirements for voucher
assistance may receive tenant-based tenant protection vouchers (TPVs) in the
event the termination of the original PBRA HAP Contract qualifies for issuance
of such vouchers. If applicable, any lender to and/or investor in the Covered
Project must approve the transfer of the assistance. In the event of a transfer of all
RAD units, a RAD Use Agreement will be recorded encumbering the new
location to which assistance is transferred and the original RAD Use Agreement
on the Covered Project will be released. In the event of a partial transfer, a RAD
Use Agreement will be recorded encumbering the new location to which
assistance is transferred and HUD shall consider appropriate modifications to the
original RAD Use Agreement.

c. Transfers as a Result of Default. In the event of default of a Covered Project’s
Use Agreement or HAP Contract, HUD may terminate the HAP Contract and
transfer the assistance to another location. HUD will determine the appropriate
location and owner entity for such transferred assistance consistent with the
statutory goals and requirements of the Demonstration. As to the events of breach
of the RAD Use Agreement, HUD will avail itself of such legal actions as
described in the RAD Use Agreement.

13. RAD Use Agreement. Pursuant to the RAD Statute, a Covered Project shall have a
RAD Use Agreement that will be in such a form as prescribed by HUD including but
not limited to the following:

a. Berecorded in a superior position to all other liens on the property that could
compromise the applicability or enforceability of the RAD Use Agreement.*
The Use Agreement shall be recorded prior to the Security Instrument or any
other mortgage or security instrument relating to an FHA-insured loan or a
Risk-share loan;

b. Run until the conclusion of the initial term of the HAP Contract, automatically
renew upon extension or renewal of the HAP Contract for a term that
coincides with the renewal term of the HAP Contract, and remain in effect

20 For projects being developed under a Choice Neighborhoods Implementation grant, the Choice Neighborhoods
Declaration of Restrictive Covenants (DORC) may be recorded in a superior position to the RAD Use Agreement.
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even in the case of abatement or termination of the HAP Contract, unless the
Secretary approves termination of the RAD Use Agreement in the case of a
transfer of assistance;

c. Provide that in the event that the HAP Contract is removed due to breach,
non-compliance or insufficiency of Appropriations, for all units previously
covered under the HAP Contract new tenants must have incomes at or below
eighty percent (80%) of the area median income (AMI) at the time of
admission and rents may not exceed thirty percent (30%) of eighty percent
(80%) of AMI for an appropriate-size unit for the remainder of the term of the
RAD Use Agreement; and

d. Require compliance with all applicable fair housing and civil rights
requirements, including the obligation to affirmatively further fair housing.

14. Davis-Bacon prevailing wages. The Davis-Bacon prevailing wage requirements
(prevailing wages, the Contract Work Hours and Safety Standards Act, and
implementing regulations, rules, and requirements) apply to all Work, including any
new construction, that is identified in the Financing Plan and RCC to the extent that
such Work qualifies as development. “Development,” as applied to work subject to
Davis-Bacon requirements on Section 8 projects, encompasses work that constitutes
remodeling that alters the nature or type of housing units in a PBV or PBRA project,
reconstruction, or a substantial improvement in the quality or kind of original
equipment and materials, and is initiated within 18 months following the effective
date of the HAP Contract. Development activity does not include replacement of
equipment and materials rendered unsatisfactory because of normal wear and tear by
items of substantially the same kind. Davis-Bacon requirements apply only to projects
with nine or more assisted units.

15. Section 3 of the Housing and Urban Development Act of 1968 (Section 3). Section
3 is codified at 12 U.S.C. 1701u and implemented by regulation at 24 CFR part 135
Or successor part.

a. Pursuant to such requirements, all pre-development conversion costs funded
by public housing program funds pursuant to Section 1.5.A are subject to 12
U.S.C. 1701u(c)(1) and (d)(1), which sets forth Section 3 requirements
applicable to public housing activities.

b. While most RAD conversions do not utilize funding covered by Section 3,
HUD has established the alternative requirement that any Work required by
the conversion after the RAD Closing that involves housing rehabilitation or
housing construction is subject to the Section 3 requirements applicable to
housing and community development activities as set forth in 12 U.S.C.
1701u(c)(2) and (d)(2) and the regulations derived from such provisions,
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except that, with the exception of transactions receiving HUD housing and
community development assistance, such as CDBG (24 CFR part 570) or
HOME (24 CFR part 92), first priority for employment and other economic
opportunities shall be given to residents of public housing or Section 8§
assisted housing. Otherwise, the receipt of Section 8 rental assistance does
not, in itself, trigger the applicability of Section 3.

c. The Project Owner shall report Section 3 compliance through the post-closing
completion certification to HUD described in Section 1.13.B.7 of this Notice
upon completion of the Work. In addition, for any housing rehabilitation or
housing construction assisted with HUD housing and community development
assistance, such as CDBG (24 CFR part 570) or HOME (24 CFR part 92),
Section 3 compliance shall be reported consistent with such program
requirements.

16. Lead Based Paint Hazards. A property constructed before 1978 may contain lead-
based paint and lead-based paint hazards unless abatement was previously completed,
or a lead-based paint inspection determined that it was lead-based paint free. Pursuant
to 24 CFR part 35 subpart L, a PHA is required to conduct a lead-based paint
inspection and a lead risk assessment on a pre-1978 public housing property, and,
subsequently, conduct ongoing lead-based paint maintenance and periodic re-
evaluation for lead-based paint hazards. The PHA shall provide any documentation
available to the PHA regarding lead-based paint and lead-based paint hazards to the
firm preparing the CNA, if applicable, and to the Project Owner. The Project Owner
must evaluate and control lead-based paint hazards in the Covered Project pursuant to
24 CFR Part 35 subpart H, including, among other things, completing a risk
assessment if the multifamily property will receive more than $5,000 per unit in rental
assistance subsidy. If the PHA has provided the report of a current risk assessment
(less than 12 months old), or an older risk assessment and reports of all subsequent
periodic re-evaluations, that documentation shall satisty the Project Owner’s
requirement to have completed a risk assessment under subpart H. If applicable, the
CNA must incorporate the work necessary to meet the Project Owner’s requirements
to treat lead-based paint hazards under subpart H. (See subpart H if the multifamily
property will receive $5,000 per unit or less in rental assistance subsidy.)

17. Current PHA Employees. HUD encourages PHAs and their partners to grant current
workers whose employment positions are eliminated during conversion the right of

first refusal for new employment openings for which they are qualified.

B. Financing Requirements and Considerations.
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To the extent that a PHA lacks recent experience in accessing various forms of debt and/or

equity capital, it may wish to consider engaging technical assistance offered by local or national

development intermediaries, professional financing advisors, consultants, and/or development
partners to augment its capacities. In reviewing the Financing Plan for final approval, HUD
assesses the capacity of the development team.

1.

Debt Financing. Covered Projects are eligible for financing from private and public
lending sources. All loans made that are secured by Covered Projects must be
subordinate to a RAD Use Agreement. See Attachment 1A for full financing
underwriting requirements. Except where public housing funds are used in the
transaction (see paragraph 2 below), RAD does not prohibit excess loan proceeds
from being used to support other purposes consistent with the PHA’s mission, e.g.,

renovations to other properties, though other financing sources may impose such
restrictions.

Sources of private and public debt financing to consider include any and all sources
that are commonly used in other low-income, use-restricted developments. In addition
to commercial lenders, applicants should consider facilities — both construction and
permanent — offered by Community Development Financial Institutions (CDFIs),
Government Sponsored Enterprises (GSEs), Federal Home Loan Banks, and
applicable private foundation financing. Other funding sources that may be available
include Community Development Block Grants (CDBG), the Housing Trust Fund
(HTF), and state housing agency-provided financing. Many municipalities offer
infrastructure and other forms of development financing through tax-increment
financing (TIF) initiatives or other comparable public finance programs. In some
cases, transit-oriented development programs may prove accessible. Additionally,
HOME funds can be used to assist RAD projects. The participating jurisdiction
providing the HOME funds is responsible for ensuring that both the RAD project and
the specific use of the HOME funds meet the requirements of 24 CFR Part 92.
Eligible costs that may be paid with HOME funds are established at 24 CFR

§ 92.206. However, PHAs and participating jurisdictions should be aware of the
statutory prohibition on using HOME funds for public housing and must ensure that
HOME funds are not expended for any cost of public housing (e.g., legal fees related
to the release of the public housing declaration of trust or declaration of restrictive
covenants).

Public Housing Capital and Operating Program Funds. PHAs are permitted under
the Demonstration to use available public housing funding, including Operating
Reserves (as defined in Notice PIH 2011-55) and unobligated Capital Funds, as a
source of capital to support conversion (see Section 1.5 of this Notice for more
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details). With written HUD approval, PHAs may also use Section 18 disposition
proceeds upon confirmation that the proposed use meets the Section 18 requirements.
MTW agencies may use certain public housing and voucher funds authorized under
their funding flexibilities (“MTW funds”) as an additional source of capital to support
conversion. These funds, whether provided as a loan, a grant, or a capital
contribution, must be identified in the Financing Plan. If funds are contributed as a
loan, except in extraordinary circumstances, the loan must be structured as a “soft”
second mortgage payable from project cash flow. Financing proceeds in excess of
transaction costs will not be allowed when public housing Capital, Operating, or
MTW funds are contributed to the project conversion.

3. Existing PHA Indebtedness and Contractual Obligations. A PHA must address in
its Financing Plan the amount of project debt associated with the Converting Project
prior to conversion, including energy performance contracts, Capital Fund Financing
(CFFP), Operating Fund Financing, Public Housing Mortgage Program, program debt
(including ongoing repayment agreements related to audits or compliance reviews),
or other debt. The PHA may refinance existing debt obligations as part of conversion.
Conversion alone does not relieve the PHA of these or other obligations. RAD does
not constitute a waiver of any CFFP requirements and is not treated as a CFFP ACC
Amendment, including any provisions restricting the removal of units from the
inventory that would affect the debt service coverage ratio through diminished
Capital Funding or requiring defeasance or prepayment, arising from program
regulations or contractual relationship with the secured party. PHAs should be aware
that any new first mortgage lender, to the extent permissible within the existing
financing documents, may require that existing indebtedness be paid off or
subordinated in connection with the refinancing and conversion of the Covered
Project.

4. Federal Housing Administration (FHA) Insured Financing. FHA mortgage
insurance provides high leverage and long-term, fully amortizing fixed-rate financing
at competitive interest rates. For more information, PHAs should contact an approved
FHA Multifamily Lender:
http://portal.hud.gov/hudportal/documents/huddoc?id=aprvlend.pdf.

Some properties converting under RAD may qualify for financing under section
223(f) of the National Housing Act, which provides mortgage insurance for a
permanent financing and may include project repairs. If the scope of required
property repairs indicates “substantial rehabilitation,” as defined by the FHA
Multifamily Mortgage Insurance Program in the MAP Guide, the appropriate FHA-
insured financing may instead be section 221(d)(4) of the National Housing Act. FHA
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has released separate guidance detailing how HUD has modified the policy and
processing of FHA insurance programs to accommodate RAD conversions and
minimize duplicative requirements (See Notice H 2012-20, “Underwriting
Instructions for Projects Converting Assistance as part of the Rental Assistance
Demonstration (RAD) Program™).

Risk sharing programs offered by state housing financing agencies, Freddie Mac,
and/or Fannie Mae should be considered. Secondary financing, tax credits, and other
public sources can be used in conjunction with FHA-insured financing and risk-
sharing programs. All of the above financing options may be used to credit-enhance
tax-exempt bonds.

5. Low-Income Housing Tax Credits (LIHTCs), Historic Tax Credits (HTCs), and
Opportunity Zones. Applicants are encouraged to use LIHTCs and, if eligible,
historic preservation tax credits, opportunity zones and state or local tax incentive
structures, to support recapitalization. Covered Projects may be eligible for HUD’s
Multifamily Low Income Housing Tax Credit Pilot Program (Notice H 2012-1),
which offers a distinct application platform and a separate processing track under the
FHA Section 223(f) program described above.?! RAD does not prohibit excess equity
proceeds from being used to support other Affordable Housing Purposes.

Many states face excessive demand on an annual basis for allocations of 9% LIHTCs
and routinely do not fully allocate their supply of 4% as-of-right credits coupled with
tax-exempt bond financing allowed under their annual Private Activity Bond Volume
Cap. Applicants are encouraged to assess local demand and supply considerations if
proposing to utilize LIHTCs and to discuss their interest in applying for LIHTCs as
soon as possible with state or local tax credit issuing agencies to obtain guidance on
how to compete for awards most effectively.

While the applicant must indicate in its application if it intends to use tax credits,
there is no requirement to have secured these credits prior to submitting an
application.

6. Grant Funding or Cash Flow Financing. There are many sources of funding at the
local, state, and federal level, which may be structured as grants or as debt with

21 Notice H 2012-1 can be found at http://portal.hud.gov/hudportal/documents/huddoc?id=12-01hsgn.pdf.
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repayment only required from cash flow.?? State and local CDBG and HOME funds
may be utilized as “gap” financing for affordable housing developments.?* Numerous
state and local governments offer other funding programs which can be used as
sources in financing plans, particularly if a scope of work includes “green
retrofitting” or weatherization components. In many localities, utility companies and
appliance manufacturers offer grants related to energy-saving retrofit components.
(http://www.dsireusa.org/ is one source of information on incentives and policies state
by state.) Several private foundations and corporate social investment funds offer
funding in support of affordable housing development. Finally, the Federal Home

Loan Bank’s “Affordable Housing Program” has been a significant source of gap
funding in affordable housing projects, including many public housing mixed-finance
and HOPE VI developments, and may prove a generally-available source of gap
funding for properties converting under RAD. Note that in LIHTC transactions, these
funds are often structured as debt or granted to a sponsor entity and loaned from the
sponsor to the Project Owner.

7. Acquisition Proceeds. For transactions involving the transfer of ownership from a
PHA administering the public housing program to a new entity, a PHA is permitted to
receive cash acquisition proceeds in excess of any seller take-back financing unless
the PHA is using public housing Capital, Operating, or MTW funds as a source of
funds for the transaction.?* All such proceeds must be used for Affordable Housing
Purposes. Until expended, the PHA must place the proceeds in an account subject to a
HUD-51999, General Depository Agreement which specifies the insurance and
security investment requirements.

1.5 Waivers, Alternatives, and Other Public Housing Requirements

Under the Demonstration, HUD has the authority to waive or specify alternative public housing
requirements, or to establish requirements for converted assistance under the Demonstration
upon a finding by the Secretary that any such waivers or alternative requirements are necessary
for the effective conversion of assistance under the Demonstration. Additionally, the RAD
Statute imposes certain unique requirements. To facilitate the conversion of assistance, HUD is

22 PHASs and the source of the grant funds shall determine, based on local conditions, whether funds are structured as
grants or as loans pursuant to the terms of Section 1.4(B)(1). The same source, such as CDBG funds, could be
structured in either manner.

23 For relocation requirements specific to CDBG and HOME-funded activities, see the applicable CDBG and
HOME program regulations at 24 CFR part 570 and 24 CFR part 92. CDBG grantees, HTF grantees, and HOME
participating jurisdictions must ensure that their relocation requirements are followed regardless of whether the PHA
is fulfilling their requirements in accordance with the RAD Fair Housing, Civil Rights, and Relocation Notice.

24 Where a PHA is using public housing funds as a source for the transaction, a de minimis level of cash acquisition
proceeds in excess of any seller take-back financing is permitted with good cause.
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waiving or imposing the following alternative and other public housing program requirements
for public housing projects converting assistance (Sections 1.6 and 1.7 list the waivers and
alternative and other requirements of programs into which assistance is being converted):

A. Use of Public Housing Program Funds to Support Conversion. PHAs are permitted under

the Demonstration to use available public housing funding, including Operating Reserves,
Capital Funds, and Replacement Housing Factor (RHF) funds (see 24 CFR 905.400(1)), and
Demolition and Disposition Transitional Funding (DDTF) (see 24 CFR 905.400(j)), as a
source of capital in the development budget to support conversion, whether for rehabilitation
or new construction, as well as to increase initial contract rents. Eligible conversion-related
uses for these funds include pre-development, development, or rehabilitation costs of the
Covered Project, establishment of a capital replacement reserve or operating reserve,
payment of Capital Fund Financing Program (CFFP), Operating Fund Financing Program
(OFFP), or Energy Performance Contract (EPC) debt, and increase of the initial contract rent
pursuant to Sections 1.6.B.5 and 1.7.A.5. In order to use such funds on a Covered Project,
these funds must be identified in the Financing Plan and RCC. See also Section 1.4.B.2.

HUD may extend the PHA’s obligation end date for Capital Funds used in the conversion for
up to thirty-six months from the previous obligation end date. By extending the obligation
end dates, the expenditure end dates will be correspondingly extended. Any such extensions
must remain within the boundaries of the account closing law, including preserving sufficient
time for administrative close-outs. Such extensions will prevent PHAs from otherwise losing
their unobligated Capital Funds prior to conversion.

Prior to the approval of a Financing Plan, a PHA may expend up to $100,000 in public
housing program funds on pre-development conversion costs per CHAP without HUD
approval. Predevelopment assistance may be used to pay for materials and services related to
proposed rehabilitation or development and may, with HUD approval, also be used for
preliminary development work, including critical repairs.?® Public housing program funds
spent prior to Closing as contemplated in the RCC are subject to public housing procurement
rules.

Execution of Closing documents consistent with the RCC (as it may be amended) constitutes
approval to use public housing funds in the conversion as referenced in the final approved
Sources and Uses.

25 Please note that certain predevelopment activity may be considered a choice limiting action and cannot be
completed before completion of an environmental review.
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In the case of a PHA that will no longer have ACC units as a result of the pending or
simultaneous closing, or have less than 50 units remaining and have initiated procedures to
dispose of their final ACC units, there is no restriction on the amount of public housing funds
that may be contributed to the Covered Project(s) through the conversion. However, the PHA
must estimate and plan for outstanding liabilities and costs and must follow Notice PTH
2016-23 or successor notice regarding the administrative activities required to terminate the
ACC if it has no plans to develop additional public housing. In the case where the PHA will
continue to maintain other units in its inventory under public housing ACC, a contribution of
Operating Funds to the Covered Project that exceeds the average amount the project has held
in Operating Reserves over the past three years will trigger a subsidy layering review under
24 CFR § 4.13. Similarly, any contribution of Capital Funds, including RHF or DDTF, will
trigger a subsidy layering review. Notwithstanding the subsidy layering review, PHAs should
be mindful of how the Capital Funds or Operating Reserves used in the financing of its RAD
properties may impact the physical and financial health of properties that will remain in its
public housing inventory.

Following execution of the HAP Contract, PHAs are authorized to use Operating and Capital
Funds to make HAP payments for the remainder of the first calendar year in which the HAP
Contract is effective (See Section 1.13). Otherwise, a PHA may not contribute public housing
program funds to the Covered Project unless those funds have been identified in the RCC and
converted at Closing for Section 8 RAD purposes.

Where a PHA has used public housing funds to support the development budget and
structured the contribution as a loan, any repayment of the loan must be used for Affordable
Housing Purposes. However, any prepayment of principal on such a loan that occurs within
the first 10 years shall be considered program income and may only be used for public
housing or Section 8 purposes.

B. Special Applications Center (SAC) Applications and RAD.

1. General. HUD encourages PHAs to consider RAD as well as other tools that may be
available to them to reposition and preserve their public housing inventories. Other
available tools include application to the Special Applications Center (SAC) for
Demolition or Disposition under Section 18 of the Act, Voluntary Conversion under

Section 22 of the Act, including Streamlined Voluntary Conversion as described in
Notice PIH 2019-05, Required Conversion under Section 33 of the Act, and
Homeownership under Section 32 of the Act.

2. Joint RAD and Section 18 applications. In some instances, a PHA may be able to
combine RAD and Section 18 towards the preservation of a project. Where permitted,
a PHA submits a RAD application for all units in a project. Once HUD confirms that
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the PHA 1is eligible to combine RAD with Section 18, HUD will offer the PHA a
streamlined process for getting HUD approval for the units eligible for Section 18.

a. Ifa PHA is combining the use of RAD and Section 18 at a project,
including through the use of 24 CFR 970.17(c) to dispose of 25% of the
units at the project on the grounds that it allows for comprehensive
rehabilitation or replacement through RAD so that all units can be
operated under project-based assistance (i.e., RAD/Section 18 Blend, see
Notice PIH 2018-04 for more details), the RAD relocation requirements
described in the RAD Fair Housing, Civil Rights, and Relocation Notice
shall apply to residents of the Section 18 units, in lieu of the relocation
requirements under 24 CFR part 970. All of the RAD relocation
requirements shall apply to residents of the Section 18 units, including, but
not limited to, the resident notice and meeting requirements, the right to
return, and relocation assistance and payments. The PHA may not provide
different relocation rights and benefits to residents of the project on the
basis of whether they reside in a RAD unit or a Section 18 unit.

b. In conjunction and simultaneously with RAD, a PHA may pursue Section
18 approval under 24 CFR 970.17(c) to dispose of its last 50 or fewer
public housing units. For the RAD and Section 18 approval to be jointly
processed, the PHA must be converting sufficient units under RAD that
would result in the PHA having 50 or fewer units and the units being
converted through RAD must be in the same project (e.g., a high-rise or
group or properties that are managed as one project) as units being
removed through Section 18. The Section 18 approval will be conditioned
on the successful conversion of the RAD units.

c. Ifataconverting project a PHA is using 24 CFR 970.17(b) or 970.17(c) to
dispose of other units at the project justified on the grounds that
disposition allows more efficient or effective on-site or off-site
development (see Notice PIH 2018-04 for more details), HUD may
disapprove the conversion if HUD determines that the PHA’s use of both
RAD and disposition under sections 970.17(b) or 970.17(c) in a single
project undermines the unit replacement requirements of the RAD
program.

3. Switching applications. In some cases, after initiating a RAD or SAC application, a
PHA may determine to pursue an alternative tool.

a.  After submitting a RAD Application or receiving a CHAP, a PHA must
request to suspend its CHAP before submitting a SAC Application for the
same units. HUD may subsequently reinstate the CHAP without the
resubmission of a complete application described in Section 1.10.
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b.  Ifa PHA that has submitted a SAC application decides to pursue RAD for
eligible units, the PHA must first withdraw its SAC application, in writing
with a Board Resolution to support the withdrawal.

c. Ifa PHA that has been approved for a SAC application decides to pursue
RAD for eligible units, the PHA must request that SAC rescind or
conditionally rescind its approval of the application. If applicable, the
SAC will conditionally rescind its SAC application approval contingent on
the successful completion of the RAD transaction and will modify
IMS/PIC accordingly. Units for which a PHA has received a SAC
approval are ineligible for RAD if the PHA has taken any of the following
actions to implement the SAC approval:

1. executed a demolition contract;
ii. completed a disposition (i.e., transferring title and/or executing a
ground lease);
iii. received TPVs from HUD as a result of an approval;?¢ or
iv. Taken any steps to implement relocation under the approval (i.e.,
issuing the 90-day notice to residents).

C. Ineligibility for Asset Repositioning Fee (ARF), Replacement Housing Factor (RHF), or
Demolition Disposition Transition Funding (DDTF). PHAs will be ineligible to receive
ARF, Capital Fund RHF or DDTF grants (see 24 CFR § 990.190(h) and 24 CFR § 905.400(1)
and (j), respectively) for Converting Projects that are removed from public housing ACC.
RAD does not affect ARF, RHF, or DDTF for other public housing projects either previously
receiving those funds or which would otherwise be eligible to receive such funding in the
year in which the HAP Contract becomes effective. RAD does not affect the PHA’s
continued receipt of ARF, RHF, or DDTF for projects that were previously receiving these
funds.

D. Effect of Conversion on PHA’s Faircloth Limit. Section 9(g)(3) of the Act limits the
construction of new public housing units, referred to as the “Faircloth Limit.” Under the
Faircloth Limit, a PHA may not use funds allocated under the Capital or Operating Funds for
the purpose of constructing any new public housing units if the construction of those units
would result in a net increase in the number of units the PHA owned, assisted, or operated as
of October 1, 1999.

A PHA'’s Faircloth Limit will be reduced by the number of public housing ACC units
removed from the public housing inventory as part of a RAD conversion. For example, a

26 This does not apply to any dispositions approved or any TPVs received in conjunction with a Choice
Neighborhood award.
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PHA with a pre-RAD Faircloth Limit of 1,000 public housing units would have its Faircloth
Limit reduced to 900 units if it processed 100 ACC units through RAD, resulting in 95
Section 8 units and 5 units removed from inventory under the de minimis authority.

Please note that prior versions of the RAD Notice excluded any de minimis units from the
Faircloth Limit reduction. The change made in this Notice to include all public housing ACC
units from the Faircloth reduction is retroactive to include all completed RAD conversions.
However, any PHA that wishes to retain those de minimis units under its Faircloth Limit
must contact HUD (PIHOCI@hud.gov) within 90 days of publication of this Notice.

E. Conversion is a Significant Action under a PHA’s Annual/Five Year Plan. Conversion of
assistance under the Demonstration is considered a significant action by the PHA. If not fully
discussed in a PHA’s Five-Year Plan, Annual Plan or MTW Plan, the conversion of
assistance must be presented in an amendment to the PHA’s Five-Year Plan for qualified and
non-qualified PHAs, a significant amendment to the Annual Plan for non-qualified PHAs,
and an amendment to the MTW Plan for MTW PHAs with Standard MTW Agreements.?’
MTW PHAs subject to the MTW Operations Notice for the Expansion of the Moving to
Work Demonstration Program, 83 Fed. Reg. 51474, (“Operations Notice”) will include the
conversion of assistance as a significant amendment to their Annual Plan or Five-Year plan,
consistent with requirements applicable to non-MTW PHAs. Qualified and non-qualified
PHAs, as well as MTW PHAs, are subject to the Consolidated Plan requirements and the
public notice and Resident Advisory Board consultation requirements outlined in 24 CFR
part 903. MTW PHAs with Standard MTW Agreements must follow the MTW Plan
Amendment and public process requirements outlined in the Standard MTW Agreement in
lieu of the requirements in 24 CFR part 903. If the conversion will require changes to the
PHA’s Admissions and Continued Occupancy Policy (ACOP) and/or Section 8
Administrative Plan, these changes must also be addressed in the PHA Five-Year Plan,
Annual Plan, or MTW Plan, or submitted with the significant amendment to the PHA Plan or
amendment to the MTW Plan. In addition to the information already required by 24 CFR part
903 for PHA Plan amendments, all PHAs must provide the information listed in Attachment
1D. A PHA may fulfill this requirement by including the RAD-related provisions in its Five-
Year Plan, Annual Plan, MTW Plan, or Significant Amendment (as applicable), or provide
the information in any successor forms produced by HUD.

The Financing Plan must include a letter from HUD’s Office of Public and Indian Housing
approving the Five-Year Plan, Annual Plan, MTW Plan or Significant Amendment.

2739 MTW PHAs are subject to the Standard MTW Agreement, which outlines their terms of participation in the
MTW Demonstration. For more information, see
https://www.hud.gov/program_offices/public_indian_housing/programs/ph/mtw/mtwsa

H-2019-09 PIH-2019-23 (HA), Rental Assistance Demonstration REV-4 — Final Implementation 47



Section I: Public Housing Projects

In addition, any substantial change to the conversion plan is required to undergo the
significant amendment process or other HUD review if the substantial change involves a
transfer of assistance, a change in the number of assisted units, or a change in eligibility or
preferences for new applicants.

F. Moving To Work (MTW) Agencies. [f an MTW agency chooses to convert assistance to
PBRA under this Demonstration, the Covered Project(s) will no longer be included as part of
the PHA’s MTW program.

If an MTW agency chooses to convert assistance to PBV, the Covered Project(s) will
continue to be included in the PHA’s MTW program. (See Section 1.6 for a discussion on
provisions a MTW agency may not alter for properties converting under RAD).

Further, prior to conversion, MTW agencies with Standard MTW Agreements will be
required to amend Attachment A of their MTW Agreement to the extent HUD determines is
necessary to meet the statutory requirements of RAD. The PHA must request the amended
Attachment A language from its MTW coordinator and follow provided instructions to return
an executed Attachment A amendment to HUD no later than the Financing Plan submission.

G. Resident Opportunities and Self Sufficiency Service Coordinators (ROSS-SC) and
Family Self-Sufficiency (FSS). In order to allow public housing residents currently
participating in ROSS-SC or FSS to continue to do so following conversion, HUD is waiving
provisions in section 34 of the Act that limit ROSS-SC to Public Housing and provisions in
Section 23 of the Act that limits FSS to residents of public housing and the housing choice
voucher program.

H. Public Housing Assessment System (PHAS). After the PHA submits an application in the
PIC Inventory Removals Module (or successor module), as either “RAD Conversion PBV”
or “RAD Conversion PBRA,” for all units covered by the CHAP (see Section 1.12), the
Converting Project shall not be issued PHAS scores beginning with the fiscal year in which
the PIC removal application was accepted and continuing through subsequent fiscal years
until conversion to Section 8. In order for the project to be excluded from PHAS scoring,
HUD must accept the application in PIC by the fiscal year end for the project.

After HUD’s acceptance of the application in PIC, but prior to conversion, all projects
remain subject to the four PHAS assessments but will not be issued scores for the
assessments. “Subject to the four PHAS assessments” means that the PHA must timely
submit the required financial data schedule for each project and that the project will be
subject to a physical inspection, a management assessment based on the financial submission,
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and a Capital Fund Program assessment. However, these scores will not be issued. If a PHA
has at least one project without an accepted application in PIC by the fiscal year end, the
PHA will receive a PHAS score and designation for that fiscal year. If HUD revokes the
CHAP, HUD reserves the right to issue the PHAS scores (or reassess and rescore all PHAS
indicators, in its sole discretion) and issue the PHAS designation for the projects under the
revoked CHAP for all fiscal years during which the application was pending in PIC.

HUD is waiving 24 CFR part 902, Subpart A, to effectuate this treatment. After conversion,
all converted units will be subject to the applicable Section 8 program requirements.

I. Energy Performance Contract (EPC).2® A PHA may convert all units or a subset of units
within an EPC. If a PHA plans to convert a subset of units within an EPC the remaining EPC
must be financially viable and permitted under the current financing documents. The EPC

must generate sufficient savings to cover debt service and other EPC project costs without
counting the savings from the converting units. Unless otherwise approved by HUD, in order
to demonstrate this the PHA must submit updated EPC documentation to HUD’s Energy
Center to reflect the costs and performance of the remaining units, including:

1.  Updated HUD Cost Summary Sheet.

2. Updated HUD Cash Flow.

3. Other documents as requested by the Energy Center staff.

The Energy Center will review these documents with 45 days and provide a draft amended
EPC approval letter specifying the impact of the RAD conversion and the minimum amount
of debt that will need to be addressed in the conversion. As a result, HUD recommends that
PHASs submit the updated EPC documentation as early as possible. The PHA’s Financing
Plan must demonstrate how the PHA will address the debt identified in the draft amended
EPC approval letter. HUD will issue an amended EPC approval letter to the PHA.

J. Capital Fund Education and Training Community Facilities (CFCF) Program. CFCF
provides Capital Funds to PHAs for the construction, rehabilitation, or purchase of facilities
to provide early childhood education, adult education, and job training programs for public
housing residents based on an identified need. Where a community facility has been
developed under CFCF in connection with or serving the residents of a Converting Project,
residents of the Covered Project will continue to qualify as “PHA residents” for the purposes
of CFCF program compliance and must have continued access to the facility. The community
facility must continue to be available to public housing residents including “PHA residents.”

28 HUD will issue further guidance on the intersection of RAD and EPCs that will be available at www.hud.gov/rad
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K. Lease Termination at Conversion is Not an Adverse Action. 24 CFR § 966.4(¢e)(8)(i)

classifies lease terminations as an adverse action for which a tenant can seek a hearing under

the PHA’s grievance procedure. Public housing lease terminations that occur as part of a

RAD conversion do not qualify as an adverse action, provided that the tenants are provided
with a notice of termination in accordance with 24 CFR § 966.4(1)(3) as well as information
on when and how they will receive their new Section § lease, which must be effective the
same date the HAP Contract becomes effective. Grievance procedure requirements do not
apply to these lease terminations.

L. PHA Partnerships. Two or more PHAs may coordinate efforts and pool resources or

capacity with each other pursuant to a contractual agreement among the PHAs towards the

effective conversion of assistance of a public housing project. Section 1, below, describes
new authorities created under RAD and Section 2, below, describes existing tools available
to PHAs notwithstanding the use of RAD authorities.

1. Where the PHAs demonstrate to HUD mutual agreement under terms acceptable to
HUD, participating PHAs may:

a.

Contribute Capital Funds, RHF, DDTF, and public housing Operating
Reserves towards the conversion of another PHA’s property consistent
and in accordance with Section 1.5;

Forego any anticipated RHF/DDTF funding (funds that have not been
awarded and/or funds that have been awarded but not yet disbursed) to
boost another PHA’s RAD rents consistent and in accordance with Section
1.6.B.5.c.and 1.7.A.5.c;

Rent bundle across the PHAs’ RAD projects consistent and in accordance
with Section 1.6.B.5.b. and 1.7.A.5.b. (PHA partnership rent bundles may
not include non-RAD PBYV projects);

Transfer available land currently under DOT if the land is needed to
facilitate the conversion; and/or

Propose other partnership arrangements extending provisions permissible
in this Notice which HUD may approve on a case-by-case basis.

2. In structuring such arrangements, PHAs may consider other resources already at their
disposal, including the ability to:

a.

For PBV conversions, select another PHA with operational jurisdiction to
receive the new increment of units under their HCV ACC and to serve as
the contract administrator, with the attendant administrative
responsibilities and fees, or enter into an agreement to share administrative
duties (e.g., Housing Quality Standards inspections vs Subsidy
Administration). Where the new increment will be added to the HCV ACC
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of an MTW agency to administer the PBV contract, the MTW agency may
use the authority as detailed in Section 1.6.B.5.b. to augment rents of the
property under contract;
b. Transfer the RAD PBV or PBRA assistance for the converting project
outside of their jurisdiction to a project and owner (including another PHA
or its affiliate or instrumentality) that satisfies the ownership and control
requirements described in Section 1.4.A.11 and all other RAD transfer of
assistance requirements under 1.4.A.12;
Provide development guarantees using non-federal funds;
Serve as Developer;
Serve as Management Agent; and/or
Undertake a voluntary transfer or consolidation of HCV programs (i.e.
transferring budget authority and corresponding baseline units for the
HCV program in accordance with Notice PIH 2015-22).

o oao

As an example, PHA A could seek to convert Property A in partnership with PHA B. PHA B
could provide Capital Funds as a source of funds for the conversion and, in exchange, PHA
A could agree to have PHA B serve as the PBV administering voucher agency for the
Covered Project, even though PHA A might have a voucher program.

M. Section 33 Required Conversion Review.?’ While Section 33 of the Act would require that
a PHA annually review its inventory to identify projects that should undergo the Required
Conversion process, PHAs will not be required to assess projects that have been issued a
CHAP or are covered by a Portfolio Award because HUD considers the RAD conversion
process to fulfill the requirements of Section 33 of the Act. Accordingly, HUD is waiving 24
CFR part 972, subpart A for projects covered by a CHAP or a Portfolio Award.

1.6 Special Provisions Affecting Conversions to PBVs

Under the Demonstration, HUD has the authority to waive statutory and regulatory provisions
governing the PBV program, or to establish alternative requirements for the effective conversion
of assistance. Additionally, the RAD Statute imposes certain unique requirements and authorizes
HUD to establish requirements for converted assistance under the Demonstration.

Listed below are the “special” requirements applicable to public housing projects converting
assistance to long-term PBV assistance under the First Component of the Demonstration, with
reference to the affected statute and/or regulation, where applicable. Special requirements are
grouped into four categories: Project Selection, Contract Terms, Resident Rights and

29 Section 33 of the Act requires PHAS to identify projects that must be removed from the stock of public housing.
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Participation, and Other Miscellaneous Provisions. All other regulatory and statutory
requirements of the PBV program in 24 CFR part 983 and section 8(0)(13) of the Act apply,
including environmental review, lead-based paint requirements, Davis-Bacon, and fair housing
requirements.

MTW agencies will be able to apply activities impacting the PBV program that are approved in
their MTW Plans or included in the MTW Supplement to an approved PHA plan to these
properties as long as they do not conflict with RAD requirements. RAD requirements include
RAD statutory requirements, provisions of the PBV program specifically addressed in this
Notice (including provisions explicitly listed in Section 1.6 of this Notice as provisions of the
PBYV program that MTW agencies may not alter for properties converting under RAD), other
conditions and requirements of this Notice, or RAD contract forms or riders. With respect to any
existing PBV regulations that are waived or modified in this Section 1.6 pursuant to RAD
authority, except where explicitly noted below, MTW agencies may modify these or other
requirements of the PBV program if the activity is approved in its MTW Plan or included in the
MTW Supplement to an approved PHA plan. All other RAD Requirements listed below or
elsewhere in this Notice shall apply to MTW agencies.

So as to facilitate the uniform treatment of residents and units at a Covered Project, any non-
RAD PBYV units located in the Covered Project shall be subject to the same waivers and
alternative requirements where noted below.

Finally, the Housing Opportunity Through Modernization Act of 2016 (HOTMA) and HUD’s
implementation notices*® (‘HOTMA Implementation Notice”) modified the PBV program in
ways that partially or completely obviate the need for certain prior waivers or alternative
requirements adopted in RAD. These are noted below.

A. PBYV Project Selection.
1. PBV Percentage Limitation. Covered Projects do not count against the percentage
limitation applicable to the PBV program. The HOTMA Implementation Notice

excludes formerly assisted properties from the percentage limitation. For any Covered
Projects not otherwise covered under the HOTMA Implementation Notice, including
transfers of assistance to a new location, HUD is waiving section 8(0)(13)(B) of the
Act as well as 24 CFR § 983.6 with respect to Covered Projects As a result, a PHA
that is administering RAD PBYV assistance does not take the RAD PBV into
consideration when calculating the percent limitation for any non-RAD PBV actions
that are subject to the percent limitation. In other words, RAD PBV is excluded from

30 See "January 18, 2017 HOTMA implementation notice, 82 Fed. Reg. 5458," and the "July 14, 2017 technical
correction and clarification notice, 82 Fed. Reg. 32461." Also see Notice PIH 2017-21.
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both the numerator and the denominator when calculating the percent of vouchers that
may be project-based for non-RAD PBV.

2. Cap on the Number of PBV Units in Each Project. There is no cap on the number
of units that may receive RAD PBYV assistance in each project. Under the HOTMA
Implementation Notice, certain formerly assisted properties are excepted from the
project cap. For any Covered Projects not covered under the HOTMA
Implementation Notice, including transfers of assistance to a new location, HUD is
waiving section 8(0)(13)(D) of the Act, as well as related provisions of 24 CFR §§
983.56, 983.257(b), 983.262(a) and (d). Accordingly, units under the contract may
not be “excepted” for a specified purpose.

3. Owner Proposal Selection Procedures. In addition to situations already covered
under the HOTMA Implementation Notice (e.g., attaching PBV assistance to PHA-
owned units that were formerly assisted under the public housing program), HUD is
waiving 24 CFR § 983.51 so that a RAD PBV HAP contract is never subject to
competitive selection requirements. With respect to site selection standards, HUD
requires compliance with the site selection standards as set forth in this Notice.

4. Site selection — Compliance with PBV Goals, section 8(0)(13)(C)(ii) of the Act
and 24 CFR § 983.57(b)(1) and (c)(2). HUD waives these provisions having to do
with deconcentration of poverty and expanding housing and economic opportunity,
for the existing site. To facilitate the uniform treatment of residents and units at a
Covered Project, any non-RAD PBYV units located in the same Covered Project shall
be subject to the terms of this provision.

B. PBV Contract Terms.

1. Length of Contract. Covered Projects shall have an initial HAP Contract term of at
least 15 years (up to 20 years upon request of the Project Owner and with approval by
the administering Voucher Agency). To implement this provision, HUD is specifying
alternative requirements for section 8(0)(13)(F) of the Act (which permits a minimum
term of one year) as well as 24 CFR § 983.205(a) (which governs contract term).
Project Owners are required to make available for occupancy by eligible tenants the

number of assisted units under the terms of the contract and may not reduce the
number of assisted units without written HUD approval. Any HUD approval of a
PHA'’s request post-conversion to reduce the number of assisted units under the
contract is subject to conditions that HUD may impose. MTW agencies may not alter
this requirement.

2. Mandatory Contract Renewal. In accordance with the RAD Statute, at or prior to
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the expiration of the initial contract and each renewal contract, the administering
Voucher Agency must offer, and the Project Owner must accept, renewal of the
contract subject to the terms and conditions applicable at the time of renewal and the
availability of appropriations each year for such renewal. The renewal contract(s)
shall be for the prescribed number and mix of units but may, upon request of the
Project Owner and subject to HUD and Contract Administrator approval, be on one or
more transfer of assistance sites in lieu of the project site subject to the expiring
contract. Consequently, section 8(0)(13)(G) of the Act, as well as 24 CFR §
983.205(b), governing the PHA discretion to renew the contract, will not apply to the
extent that these provisions make renewal or extension decisions purely discretionary.
However, Contract Administrators and Project Owners may choose to extend the
initial HAP Contract term consistent with these provisions and are encouraged to do
so a minimum of one year prior to the expiration of the contract so as to avoid
unnecessary notice to residents per 24 CFR 983.206. The ability to extend the HAP
Contract term consistent with these provisions does not negate, in any way, the
mandatory renewal provision detailed in the first sentence of this paragraph. MTW
agencies may not alter this requirement.

3. Ownership or Control. This section has been moved to Section 1.4.A.11
4. RAD Use Agreement. This section has been moved to Section 1.4.A.13

5. Initial Contract Rent Setting. No additional or incremental funding is associated
with this Demonstration. HUD has calculated initial contract rents for every public
housing project based on each project’s subsidy under the public housing program.
All RAD applications, including applications for Portfolio Awards, will have initial
contract rents based on their “RAD rent base year” described in Attachment 1C.
PHAs have additional discretion in establishing initial contract rents using the
following flexibilities:

a. MTW Fungibility. MTW agencies may use their MTW funds to set the
initial contract rents higher than the normally applicable contract rent cap
that is based on the project’s public housing subsidy. However, the initial
contract rent set by the PHA is still subject to all other applicable program
caps. The agency must use existing MTW funds to supplement the initial
contract rents; HUD will only provide new incremental voucher funding
for the first full calendar year following conversion using per unit costs
(PUCs) based on normally applicable public housing subsidy initial rent
caps. Any use of MTW funds in setting higher initial contract rents shall
be subject to subsidy layering review and MTW continued service
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requirements, as calculated using the MTW Baseline Methodology
described in Notice PIH 2013-02, or successor notice.

b. Rent Bundling. Subject to HUD approval, PHAs may adjust subsidy (and
initial contract rents) across multiple projects as long as the PHA does not
exceed the aggregate subsidy for all of the projects the PHA has submitted
for conversion under RAD. For example, assume that a PHA is
considering bundling two identical projects, both consisting of 100 units.
In Project A, the contract rent is $500; and in Project B, the contract rent is
$600. The PHA could bundle the two projects such that the initial contract
rents for both projects will be $550. This use, which HUD refers to as
“bundled” rents, can occur under the following scenarios:

i. When a PHA is converting two or more properties within its
public housing portfolio. The execution and effective date of the
HAP Contract for the donor HAP Contract must occur prior to or
simultaneous with the effective date of the recipient HAP
Contract;

ii. When PHAs have formed a Partnership in accordance with
Section 1.5.M and are bundling rents between two or more
converting projects. The execution and effective date of the HAP
Contract for the donor HAP Contract must occur prior to or
simultaneous with the effective date of the recipient HAP
Contract; and

iii. When a PHA bundles rents between a converting project and
non-RAD Project-Based Vouchers. In such a case, the PHA must
use its own voucher funding to supplement the higher RAD rent
that is being offset by the lower PBV rent for the non-RAD PBV
project or projects; no additional voucher funding will be
provided through RAD. HUD will review the rents proposed for
the non-RAD PBV HAP Contract to ensure that the PHA does
not exceed the aggregate subsidy otherwise available for all of
the rent-bundled projects. Except as provided in section 1.6.B.d
below, the execution and effective date of the HAP Contract for
the donor project must occur prior to or simultaneous with the
effective date of the recipient HAP Contract.The owner of the
property with the non-RAD PBV HAP Contract must request an
initial rent (or redetermined rent if the contract has already been
executed) in accordance with 24 CFR §§ 983.301(b)(3) and
983.302 that reflects the amount approved by HUD. To ensure
that aggregate HAP costs do not exceed the costs incurred absent
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this provision, the owner of the property with the non-RAD PBV
HAP Contract must agree not to request, in accordance with 24
CFR § 983.301(b)(3), a redetermined rent that exceeds the
OCAF-adjusted rent. This OCAF limitation is in addition to the
existing PBV rent limitations in 24 CFR § 983.301(b) more
generally. The donor HAP Contract must have a remaining
contract term at least as long as the recipient HAP Contract.

iv. Where an Agreement to enter into a HAP Contract (AHAP) is
used on the non-RAD PBV HAP Contract and the RAD and non-
RAD PBYV projects are subject to a single financing, the
execution and effective date of the AHAP for the donor HAP
Contract must occur prior to or simultaneous with the conversion
of the recipient HAP Contract. The recipient RAD PBV HAP
Contract will include rent schedules for both unadjusted rents
and the anticipated rent bundled rents. The unadjusted rents are
the initial effective rents for the RAD PBYV recipient project. At
the completion of rehab/construction of the donor project, where
the terms of the AHAP have been satisfied and the PHA and
owner of the donor property are ready to execute a HAP contract,
the cost-neutral application of the bundled rents will occur. 1) the
HAP for the non-RAD PBV HAP Contract will be determined
based on the initial rent, which is the PBV rent the project would
have been eligible for under the PBV initial rent requirements at
24 CFR § 983.301 reduced by the amount that has been bundled
to the RAD HAP Contract. 2) Upon the effective date of the non-
RAD PBYV donor HAP Contract, the HUD-approved rent
bundled rents at the RAD HAP Contract will become effective.
For example, assume two 100 unit properties that will be
redeveloped under a single financing transaction, one developed
under standard PBV through an AHAP and another through
RAD. The estimated rents for the standard PBV are $1,000 while
the standard RAD rents are $500. The PHA plans to rent bundle
to increase the RAD rents to $750. Construction will occur on
the same timeline and the RAD PBV HAP Contract will close at
the same time as the AHAP is executed. The RAD PBV HAP
Contract will include unadjusted, pre-construction rents ($500)
as well as adjusted, post-construction rents ($750). The AHAP
will include estimated PBV rents, adjusted downward by $250.
When construction is completed, the post-construction rents on
the RAD HAP Contract will take effect when the donor non-
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RAD PBV HAP Contract becomes effective. The PHA will
determine the initial contract rents for the non-RAD PBV donor
project in accordance with PBV requirements and deduct $250
from that amount.

Please note that per Section 1.13.B.5, regardless of the initial contract
rents for the RAD HAP Contract, including as modified by this provision,
in the year of conversion the Covered Project will only be assisted by the
Operating and Capital Funds obligated to the PHA for that project.

c. Future Replacement Housing Factor (RHF) or Demolition Disposition
Transition Funding (DDTF).3! PHAs that are scheduled to receive
ongoing RHF or DDTF funding (funds that have not been awarded and,
with HUD permission, funds that have been awarded but not yet
disbursed) may choose to forgo any ongoing RHF or DDTF grants for the
purpose of offsetting an increase to the RAD rent. See Attachment 1C for
the calculation of how RHF or DDTF funding may offset increased RAD
rent.

d. PBYV Site-Specific Utility Allowances. PHAs may elect to establish a
site-specific Utility Allowance for any Covered Project. HUD is waiving
24 CFR 983.2(¢c)(6)(iii), which requires the PHA to apply the HCV Utility
Allowance schedule for PBV properties, and HUD is establishing an
alternative requirement. The Utility Allowance shall be calculated
consistent with Notice H 2015-04 unless PIH promulgates guidance
specific to the PBV program. The Project Owner may carry out all of the
responsibilities associated with Notice H 2015-04, but the PHA must
ensure that the Utility Allowance is calculated correctly. This waiver and
alternative requirement shall also apply to non-RAD PBV units located at
the Covered Project.

e. Tenant-Paid Utility Savings. Where a Covered Project will use a site-
specific utility allowance as described in sub-paragraph iv. and the
conversion will result in the reduction of one or more utility components
(e.g., gas, water & sewer, electric) used to establish the Utility Allowance
relative to the utility allowance of the Converting Project (i.e., the public
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housing project), HUD will permit the RAD contract rent to be increased
by a portion of the utility savings. See Attachment 1C for additional detail.

Notwithstanding HUD’s calculation of the initial contract rent based on
the project’s subsidy under the public housing program and any
modifications to the initial contract rent permitted under this Notice, initial
PBYV contract rents are subject to the statutory and regulatory PBV
requirements governing contract rents (see 24 CFR § 983.301), (except
where alternative rent caps have been approved in a MTW Plan or
included in an MTW Supplement to the PHA Plan). To this effect, initial
contract rents cannot exceed the lower of: (a) the reasonable rent (as
defined under 24 CFR § 983.303); (b) an amount determined by the PHA,
not to exceed 110 percent of the applicable FMR (or applicable exception
payment standard, or rent cap approved in an MTW Plan or included in an
MTW Supplement to the PHA Plan), minus any utility allowance; or (¢)
the rent requested by the owner.

6. Method of Adjusting Contract Rents. Contract rents will be adjusted only by
HUD’s OCAF (which is applied only to the portion of the rent not attributable to debt
service) at each anniversary of the HAP Contract, subject to the availability of
appropriations for each year of the contract term.*?> As such, section 8(0)(13)(I) of the
Act and 24 CFR §§ 983.301 and 983.302, concerning rent determinations, shall not
apply when adjusting rents. The rent to owner may at no time exceed the reasonable
rent charged for comparable unassisted units in the private market, as determined by
the Contract Administrator in accordance with 24 CFR § 983.303.3 However, the
rent to owner shall not be reduced below the initial rent to owner for dwelling units
under the initial HAP Contract.** MTW agencies may not alter this requirement.

7. Role of Independent Entity. Where the Covered Project is PHA-owned in
accordance with section 8(0)(11) of the Act as amended by HOTMA (see Attachment
A in Notice PIH 2017-21 for guidance on PHA-owned units), in addition to the
standard roles described in 24 CFR 983.59(b) (i.e., determining reasonable rents and

32 OCAFs are calculated and published each year by HUD in the Federal Register in order to calculate the contract
rent for the project in the following fiscal year.

33 If the Covered Project is deemed to be PHA-owned pursuant to HUD guidance, an independent entity will need to
perform the rent-setting and inspection functions set out in 24 CFR § 983.59.

34 The rent to owner may fall below the initial contract rent: 1) to correct errors in calculations in accordance with
HUD requirements; 2) if additional housing assistance has been combined with PBV assistance after the execution
of the initial HAP Contract and a rent decrease is required pursuant to § 983.55 (Prohibition of excess public
assistance); or 3) if a decrease in rent to owner is required based on changes in the allocation of responsibility for
utilities between the owner and the tenant.
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conducting HQS inspection) the independent entity must also determine the OCAF
adjustment.

8. Transfer of Assistance. This section has been moved to Section 1.4.A.12.

9. Agreement Waiver and RAD Rehab Assistance Payments. For public housing
conversions to PBV there will be no Agreement to Enter into a Housing Assistance
Payments (AHAP) contract. Therefore, all regulatory references to the AHAP,
including regulations under 24 CFR part 983 subpart D are waived. Instead, the PHA
and Project Owner typically will enter into a HAP Contract before construction
begins. During the period of Work identified in the RCC, standard HAP Contract
funding procedures will be used for occupied units. Units covered under the HAP
Contract that are not occupied at any point during the period of Work identified in the
RCC may be eligible, subject to the conditions below, for Rehab Assistance Payments
equal to the Public Housing Operating Fund and the Capital Fund amounts that
formed the basis for the calculation of initial contract rents (see Attachment 1C).

During the period of rehabilitation or construction as identified in the RCC, the
maximum number of units for which a Project Owner can receive RAD Rehab
Assistance Payments is limited to the number of units eligible for Operating Fund or
Capital Fund subsidy prior to conversion. As a result, some units in the Covered
Project may not be eligible for Rehab Assistance Payments.

The Project Owner will no longer be eligible to receive RAD Rehab Assistance
Payments upon the earlier of completion of the Work or expiration of the time period
identified in the RCC for completion of all Work, which date is specified in the HAP
contract. After such date, all units under the HAP Contract will be eligible for
payment only for occupied units or for vacancy payments, as applicable. MTW
agencies may not alter this requirement.

10. HQS Inspections. Under current regulations at 24 CFR § 983.103(b) a unit covered
under a HAP Contract must be inspected and must meet HQS before assistance can
be paid on behalf of a household, unless the PHA is using HOTMA non-life
threatening and alternative inspection provisions.** In addition, section 8(0)(8)(A) of
the Act provides that HAP Contract units must be inspected to ensure compliance
with HQS prior to payment of any assistance on behalf of a family. When Work is
occurring under RAD, HUD requires that all units meet HQS no later than the date of
completion of the Work as indicated in the RCC. Consequently, HUD is waiving and
establishing an alternative requirement to 24 CFR § 983.103(b) and section
8(0)(8)(A) of the Act in such cases.

35 See Notice PIH-2017-20 for guidance on HOTMA non-life threatening and alternative inspection provisions.
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11. Floating Units. Upon the request of the owner to the Voucher Agency that will
administer the Covered Project, HUD will permit PBV assistance to float among units
within the project having the same bedroom size. A unit to which assistance is floated
must be comparable in condition to the unit it is replacing (i.e., the unit must be of the
same quality and amenities as the unit it is replacing). Assistance may float from a
required UFAS accessible unit only to another UFAS accessible unit that has the
same bedroom size and accessibility features. If assistance floats to a UFAS
accessible unit as a reasonable accommodation for a household that had not
previously been in a UFAS unit, the assistance may float back to a non-UFAS unit
when there is no longer need for the reasonable accommodation provided the required
number of UFAS units is maintained. Units that float are not specifically designated
under the HAP Contract. Therefore, the requirements in 24 CFR § 983.203(c) that the
HAP Contract provide “the location of each contract unit” and “the area of each
contract unit” are waived. Instead, the HAP Contract must specify the number and
type of units in the property that are designated as RAD units, including any excepted
units. From the time of the initial execution of the PBV RAD HAP Contract, the
property must maintain the same number and type of UFAS accessible units. Floating
units are subject to all of the requirements in this Notice and the PBV regulations,
including physical inspections, rent adjustments, and income-mixing requirements.
The alternative requirements with respect to floating units do not apply to non-RAD
PBV units.

C. PBV Resident Rights and Participation.

1. No Rescreening of Tenants upon Conversion. Pursuant to the RAD Statute, at
conversion, current households cannot be excluded from occupancy at the Covered
Project based on any rescreening, income eligibility, or income targeting. With
respect to occupancy in the Covered Project, current households in the Converting
Project will be grandfathered for application of any eligibility criteria to conditions
that occurred prior to conversion but will be subject to any ongoing eligibility
requirements for actions that occur after conversion.*® Post-conversion, the tenure of
all residents of the Covered Project is protected pursuant to PBV requirements
regarding continued occupancy unless explicitly modified in this Notice (e.g., rent
phase-in provisions). For example, a unit with a household that was over-income at
time of conversion would continue to be treated as an assisted unit. Thus, Section
8(0)(4) of the 1937 Act and 24 CFR § 982.201, concerning eligibility and targeting of

36 These protections (as well as all protections in this Notice for current households) also apply when a household is
relocated to facilitate new construction or repairs following conversion and subsequently returns to the Covered
Project.
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tenants for initial occupancy, will not apply for current households. Once the
grandfathered household moves out, the unit must be leased to an eligible family.
MTW agencies may not alter this requirement. Further, so as to facilitate the right to
return to the assisted property, HUD waives Section 8(0)(4) and 24 CFR § 982.201 to
the extent necessary for this provision to apply to current public housing residents of
the Converting Project that will reside in non-RAD PBV units or non-RAD PBRA
units placed in a project that contain RAD PBV units or RAD PBRA units. Such
families and such contract units will otherwise be subject to all requirements of the
applicable program, specifically 24 CFR Part 983 for non-RAD PBYV units and the
PBRA requirements governing the applicable contract for non-RAD PBRA units.

2. Right to Return. See Section 1.4.A.5.b. and the RAD Fair Housing, Civil Rights,
and Relocation Notice regarding a resident’s right to return. To facilitate the uniform
treatment of residents and units at a Covered Project, any non-RAD PBYV units
located in the same Covered Project shall be subject to the terms of this provision.

3. Phase-in of Tenant Rent Increases. If, purely as a result of conversion, the amount a
tenant would pay for rent and utilities under the PBV program (the tenant’s TTP)
would increase the tenant’s TTP by more than the greater of 10 percent or $25, the
rent increase will be phased in over 3 or 5 years. To implement this provision, HUD
is specifying alternative requirements for section 3(a)(1) of the Act, as well as 24
CFR § 983.3 (definition of “total tenant payment” (TTP)) to the extent necessary to
allow for the phase-in of tenant rent increases. A PHA must create a policy setting the
length of the phase-in period at three years, five years or a combination depending on
circumstances and must communicate such policy in writing to affected residents. For
example, a PHA may create a policy that uses a three year phase-in for smaller
increases in rent and a five year phase-in for larger increases in rent. This policy must
be in place at conversion and may not be modified after conversion.

The method described below explains the set percentage-based phase-in a Project
Owner must follow according to the phase-in period established. For purposes of this
section “Calculated PBV TTP” refers to the TTP calculated in accordance with
regulations at 24 CFR §5.628 and the “most recently paid TTP” refers to the TTP
recorded on line 9j of the family’s most recent HUD Form 50058. If a family in a
project converting from Public Housing to PBV was paying a flat rent immediately
prior to conversion, the PHA should use the flat rent amount to calculate the phase-in
amount for Year 1 (the first recertification following conversion), as illustrated
below.

Three Year Phase-in:
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e Year 1: Any recertification (interim or annual) performed prior to the second
annual recertification after conversion — 33% of difference between most
recently paid TTP or flat rent and the Calculated PBV TTP

e Year2: Year 2 Annual Recertification (AR) and any Interim Recertification
(IR) prior to Year 3 AR — 50% of difference between most recently paid TTP
and the Calculated PBV TTP

e Year 3: Year 3 AR and all subsequent recertifications — Full Calculated PBV
TTPY

Five Year Phase in:

e Year 1: Any recertification (interim or annual) performed prior to the second
annual recertification after conversion — 20% of difference between most
recently paid TTP or flat rent and the Calculated PBV TTP

e Year2: Year 2 AR and any IR prior to Year 3 AR —25% of difference
between most recently paid TTP and the Calculated PBV TTP

e Year 3: Year 3 AR and any IR prior to Year 4 AR — 33% of difference
between most recently paid TTP and the Calculated PBV TTP

e Year4: Year 4 AR and any IR prior to Year 5 AR — 50% of difference
between most recently paid TTP and the Calculated PBV TTP

e Year 5 AR and all subsequent recertifications — Full Calculated PBV TTP

Please Note: In either the three year phase-in or the five-year phase-in, once the
Calculated PBV TTP is equal to or less than the previous TTP, the phase-in ends and
tenants will pay full TTP from that point forward. MTW agencies must also
implement a three or five-year phase-in for impacted residents, but may alter the
terms above as long as it establishes a written policy setting forth the alternative
terms. To facilitate the uniform treatment of residents and units at a Covered Project,
any non-RAD PBYV units located in the same Covered Project shall be subject to the
terms of this provision.

4. Family Self Sufficiency (FSS) and Resident Opportunities and Self Sufficiency
Service Coordinator (ROSS-SC) programs. Public Housing residents that are
currently FSS participants will continue to participate in the PHA’s FSS program.

37 For example, where a resident’s most recently paid TTP is $100, but the Calculated PBV TTP is $200 and
remains $200 for the period of the resident’s occupancy, (i.e. no changes in income) the resident would continue to
pay the same rent and utilities for which it was responsible prior to conversion. At the first recertification following
conversion, the resident’s contribution would increase by 33% of $100 to $133. At the second AR, the resdient’s
contribution would increase by 50% of the $66 differential to the standard TPP, increasing to $166. At the third AR,
the resident’s contribution would increase to $200 and the resident would continue to pay the Calculated PBV TTP
for the duration of their tenancy.
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The PHA may continue to use any FSS funds already awarded to serve those FSS
participants who live in units converted by RAD. At the completion of the FSS grant,
PHAs should follow the normal closeout procedures outlined in the grant agreement.
If the PHA continues to run an FSS program that serves PH and/or HCV participants,
the PHA will continue to be eligible (subject to NOFA requirements) to apply for FSS
funding. Due to the program merger between PH FSS and HCV FSS that took place
pursuant to the FY 14 Appropriations Act (and was continued in the subsequent
Appropriation Acts), no special provisions are required to continue serving FSS
participants that live in public housing units converting to PBV under RAD.

However, PHAs should note that until provisions of the Economic Growth,
Regulatory Relief, and Consumer Protection Act are implemented, there are certain
FSS requirements (e.g., escrow calculation and escrow forfeitures) that apply
differently depending on whether the FSS participant is a participant under the HCV
program or a public housing resident, and PHAs must follow such requirements
accordingly. All PHAs will be required to administer the FSS program in accordance
with FSS regulations at 24 CFR part 984 (current, or as amended), the participants’
contracts of participation, and the alternative requirements established in the
“Waivers and Alternative Requirements for the FSS Program” Federal Register
notice, published on December 29, 2014, at 79 FR 78100. Further, upon conversion
to PBV, if the PHA no longer has a public housing program, funds already escrowed
for FSS participants shall be transferred into the HCV escrow account and be
considered TBRA funds, thus reverting to the HAP account if forfeited by the FSS
participant.®

For information on FSS PIC reporting requirements for RAD conversions, see Notice
PIH 2016-08 at http://portal.hud.gov/hudportal/documents/huddoc?id=pih2016-

08.pdf.

Current ROSS-SC grantees will be able to finish out their current ROSS-SC grants
once their housing is converted under RAD. However, once the property is converted,
it will no longer be eligible to be counted towards the unit count for future ROSS-SC
grants, nor will its residents be eligible to be served by future ROSS-SC grants,

38 The funding streams for the PH FSS Program and the HCV FSS Program were first merged pursuant to the FY
2014 appropriations act. As a result, PHAs can serve both PH residents and HCV participants, including PBV
participants, with FSS funding awarded under the FY 2014 FSS Notice of Funding Availability (FSS NOFA) and
any other NOFA under which the combination of funds remains in the applicable appropriations act. For PHAs that
had managed both programs separately and now have a merged program, a conversion to PBV should not impact
their FSS participants.

3% Where the PHA maintains a public housing program, any forfeited funds that had been escrowed prior to
conversion would revert to the PHA’s Operating Reserves.
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which, by statute, can only serve public housing residents. At the completion of the
ROSS-SC grant, PHAs should follow the normal closeout procedures outlined in the
grant agreement. Please note that ROSS-SC grantees may be a non-profit or local
Resident Association and this consequence of a RAD conversion may impact those
entities. To facilitate the uniform treatment of residents and units at a Covered
Project, any non-RAD PBV units located in the same Covered Project shall be subject
to the terms of this provision.

5. Resident Participation and Funding. In accordance with Attachment 1B, residents
of Covered Projects with assistance converted to PBV will have the right to establish
and operate a resident organization for the purpose of addressing issues related to
their living environment and be eligible for resident participation funding. To
facilitate the uniform treatment of residents and units at a Covered Project, any non-
RAD PBYV units located in the same Covered Project shall be subject to the terms of
this provision.

6. Resident Procedural Rights. The following items must be incorporated into both the
Section 8 Administrative Plan and the Project Owner’s lease, which includes the
required tenancy addendum (HUD Form 52530-c), as appropriate. Evidence of such
incorporation may be requested by HUD for purposes of monitoring the program.

a. Termination Notification. HUD is incorporating additional termination
notification requirements to comply with section 6 of the Act for public
housing projects that convert assistance under RAD and to non-RAD PBV
units located at the Covered Project. In addition to the regulations at 24
CFR § 983.257 related to Project Owner termination of tenancy and
eviction (which MTW agencies may not alter), the termination procedure
for RAD conversions to PBV will require that PHAs provide adequate
written notice of termination of the lease which shall be :

i. A reasonable period of time, but not to exceed 30 days:

1. If the health or safety of other tenants, Project Owner
employees, or persons residing in the immediate vicinity of
the premises is threatened; or

2. In the event of any drug-related or violent criminal activity
or any felony conviction;

ii. Not less than 14 days in the case of nonpayment of rent; and
iii. Not less than 30 days in any other case, except that if a State or
local law provides for a shorter period of time, such shorter

period shall apply.
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b. Grievance Process. Pursuant to requirements in the RAD Statute, HUD is
establishing additional resident procedural rights to comply with section 6
of the Act.

For the termination of assistance and several other PHA determinations,
PBYV program rules require the PHA to provide an opportunity for an
informal hearing, as outlined in 24 CFR § 982.555. RAD will specify
alternative requirements for 24 CFR § 982.555(b) in part, which outlines
when informal hearings are not required, to require that:

1. In addition to reasons that require an opportunity for an informal
hearing given in 24 CFR § 982.555(a)(1)(i)-(v),* an opportunity
for an informal hearing must be given to residents for any dispute
that a resident may have with respect to a Project Owner action
in accordance with the individual’s lease or the contract
administrator in accordance with RAD PBYV requirements that
adversely affect the resident’s rights, obligations, welfare, or
status.

1. For any hearing required under 24 CFR §
982.555(a)(1)(1)-(v), the contract administrator will
perform the hearing, as is the current standard in the
program. The hearing officer must be selected in
accordance with 24 CFR § 982.555(e)(4)(1).

2. For any additional hearings required under RAD, the
Project Owner will perform the hearing.

ii. There is no right to an informal hearing for class grievances or to
disputes between residents not involving the Project Owner or
Contract Administrator.

iii. The Project Owner gives residents notice of their ability to
request an informal hearing as outlined in 24 CFR §
982.555(c)(1) for informal hearings that will address
circumstances that fall outside of the scope of 24 CFR §
982.555(a)(1)(1)-(vi).

iv. The Project Owner provides opportunity for an informal hearing
before an eviction.

Current PBV program rules require that hearing procedures must be
outlined in the PHA’s Section 8 Administrative Plan.

40§ 982.555(a)(1)(iv) is not relevant to RAD as the tenant-based certificate program has been repealed.
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To facilitate the uniform treatment of residents and units at a Covered
Project, any non-RAD PBV units located in the same Covered Project
shall be subject to the terms of this provision.

7. Earned Income Disregard (EID). Tenants who are employed and are currently
receiving the EID exclusion at the time of conversion will continue to receive the EID
after conversion, in accordance with regulations at 24 CFR § 5.617. Upon the
expiration of the EID for such families, the rent adjustment shall not be subject to rent
phase-in, as described in Section 1.6.C.4; instead, the rent will automatically rise to
the appropriate rent level based upon tenant income at that time.

Under the Housing Choice Voucher program, the EID exclusion is limited only to
persons with disabilities (24 CFR § 5.617(b)). In order to allow all tenants (including
non-disabled persons) who are employed and currently receiving the EID at the time
of conversion to continue to benefit from this exclusion in the PBV project, the
provision in 24 CFR § 5.617(b) limiting EID to disabled persons is waived. The
waiver, and resulting alternative requirement, apply only to tenants receiving the
EID at the time of conversion. No other tenant (e.g., tenants that move into the
property following conversion or tenants who at one time received the EID but are
not receiving the EID exclusion at the time of conversion due to loss of employment)
is covered by this waiver. To facilitate the uniform treatment of residents and units at
a Covered Project, any non-RAD PBV units located in the same Covered Project
shall be subject to the terms of this provision.

8. Jobs Plus. Jobs Plus grantees awarded FY 14 and future funds that convert the Jobs
Plus target projects(s) under RAD will be able to finish out their Jobs Plus period of
performance unless significant relocation and/or change in building occupancy is
planned. If either is planned at the Jobs Plus target project(s), HUD may allow for a
modification of the Jobs Plus work plan or may, at the Secretary’s discretion, choose
to end the Jobs Plus program at that project. If the program is continued, the Project
Owner must agree to continue to implement the program according to HUD’s
program requirements. Jobs Plus target public housing projects must enroll public
housing residents into the Jobs Plus rent incentive, JPEID, prior to conversion. Any
resident of the Covered Project that had not enrolled prior to conversion is not eligible
to enroll in JPEID but may utilize Jobs Plus services that predominantly benefit the
former public housing residents who resided at the target project at the time of RAD
conversion. To facilitate the uniform treatment of residents and units at a Covered
Project, any non-RAD PBV units located in the Covered Project may voluntarily
utilize Jobs Plus services that predominantly benefit the former public housing
residents who resided at the target project at the time of RAD conversion.
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9. When Total Tenant Payment Exceeds Gross Rent. Under normal PBV rules, the
PHA may select an occupied unit to be included under the PBV HAP Contract only if
the unit’s occupants are eligible for housing assistance payments (24 CFR
§ 983.53(c)). Also, a PHA must remove a unit from the contract when no assistance
has been paid for 180 days because the family’s TTP has risen to a level that is equal
to or greater than the contract rent, plus any utility allowance, for the unit (i.e., the
Gross Rent) (24 CFR § 983.258). Since the rent limitation under this Section of the
Notice may result in a family’s TTP equaling or exceeding the gross rent for the unit,
for residents living in the Converting Project prior to conversion and who will return
to the Covered Project after conversion, HUD is waiving both of these provisions and
requiring that the unit for such families be placed on and/or remain under the HAP
Contract when TTP equals or exceeds the Gross Rent. Further, HUD is establishing
the alternative requirement that until such time that the family’s TTP falls below the
gross rent, the rent to the owner for the unit will equal the lesser of (a) the family’s
TTP, less the Utility Allowance, or (b) any applicable maximum rent under LIHTC
regulations. During any period when the family’s TTP falls below the gross rent,
normal PBV rules shall apply. As necessary to implement this alternative provision,
HUD is waiving the provisions of Section 8(0)(13)(H) of the Act and the
implementing regulations at 24 CFR § 983.301 as modified by Section 1.6.B.5 of this
Notice.*! In such cases, the resident is considered a participant under the program and
all of the family obligations and protections under RAD and PBV apply to the
resident. Likewise, all requirements with respect to the unit, such as compliance with
the HQS requirements, apply as long as the unit is under HAP Contract. The PHA is
required to process these individuals through the Form 50058 submodule in PIC. To
facilitate the uniform treatment of residents and units at a Covered Project, any non-
RAD PBYV units located in the same Covered Project shall be subject to the terms of
this provision.

Unless a waiver is requested and approved as described below, any new admission to
the Covered Project must meet the eligibility requirements at 982.201 and require a
subsidy payment at admission to the program, which means their TTP may not equal
or exceed the gross rent for the unit at that time. Further, a PHA must remove a unit
from the contract when no assistance has been paid for 180 days. If units are removed
from the HAP contract because a new admission’s TTP comes to eq