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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Office of Housin
Office of Public and Indian Housing
ceico of .
Special Attention of: Notice H-2019-09 PIH-2019-23 (HA)
Public Housing Agencies
Public Housing Hub Office Directors Issued: 09/05/2019

Public Housing Program Center Directors

Multifamily HUBRegional Center Directors Supersedes: Notice PIH-2012-32 (HA) H-
Multifamily Pregram-CenterRegional Satellite  2017-03, REV-3;-and Notice PIH 2018-11
Office Directors (HA) H 2018-05 and Notice PIH 2018-22 H
Regional and Field Office Directors 2018-11

Regional Administrators

Performance Based Contract Administrators Issued=January-12,2017

Expires: This Notice remains in effect until
amended, superseded, or rescinded.

SUBJECT: Rental Assistance Demonstration — Final Implementation, Revision 34

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 Censelidated
Appropriations-Aet2044Consolidated Appropriations Act, 2014 (Pub. L. No. 113-76, approved
January 17, 2014), the Censolidated-and-Further-Continuing-Appropriations-Act;
2015Consolidated and Further Continuing Appropriations Act, 2015 (Pub. L. No. 113-235,
approved December 616, 2014), and-Bivision-L—TFitle-H-Section237-of the Consolidated
Appropriations-ActConsolidated Appropriations Act, 2016 (Pub. L. No. 114-113,
enactedapproved December 18, 2015), the Consolidated Appropriations Act, 2017 (Pub. L. No
115-31, approved May 5, 2017), and section 237 of Title I1, 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:
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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
between two forms of Section 8 Housing Assistance Payment (HAP) Contracts: project-
based vouchers (PBVSs) or project-based rental assistance (PBRA). No incremental funds
are authorized for this component. PHAs will convert their assistance at current subsidy

| levels. The 2045FY 2018 Appropriations Act authorizes up to £85455,000 units to
convert assistance under this component. Section | 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 excluswely under the Second Component of RAD,
WhICh is non- competltlve D :

e 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 tepant-protection-veuchers-{(FPVs)to PBVsPBYV or PBRA contracts
upon contract expiration or termination occurring after October 1, 2006. \WWhile-there-is-he
cap-on-the-numberThe Second Component further allows owners of units-that-can-convert
assistaneeprojects funded pursuant to Project Rental Assistance Contracts under this

eempenen%ef—RAD—and-n&Fequ#emen{the Sectlon 202 Supportlve Housmq for

avalJrabm{y—eH%Elderlv program (202 PRAC) to convert to PBV or PBRA contracts.
Section |1 of this Notice provides instructions for owners of Mod Rehab projects. Section
111 of this Notice provides instructions for owners of Rent Supp and RAP projects.
Section 1V of this Notice provides instruction for owners of 202 PRAC projects.

= { Formatted: Font: +Body (Times New Roman) J

Mod Rehab SRO unless otheanse stated
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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:
e Notice PIH 2012-18 (March 8, 2012, superseded by PH4-Notice PIH 2012-32)
e PiH-Notice PIH 2012-32 (July 26, 2012)
e PHH-Notice PIH 2012-32 REV-1 (July 2, 2013)
e PiH-Notice PIH 2012-32 REV-1 Technical Correction (February 6, 2014)
e Notice PIH 2012-32 RevREV 2 (June 15, 2015)-")

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—Fherefore;the-terms-of this-Netice-will

apphy-to generally govern all projects eurrenthy-seeking-conversionconverting assistance under
elther component of RAD, notwnhstanqu executlon of assrst&nee—eve&#a GHAP—ha&a#eady

p#e}eetsma{—havenet—ye%elesed—may—reqaest—HUDcondltlonal approval teJeenveFt_under—the

Rewsmn—l—eﬁhsweueeor commitment for conversion. For aII 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
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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.);

8. Prohibits PHASs 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
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2. Eliminating 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 (HERQS) for Part 50 reviews; and requires radon testing for PBRA and
PBV 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

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

1.8.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 immediately-effective upen-theseven 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.
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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 threefour sections:

o Sectiont: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.

o Section-H:Section I1: 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.

o Section-Hk:Section 111: 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.

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:

tgFor 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
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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
has 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 eenversion-of TPV/sto-PB\/sSecond 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.

% http://www.huduser.org/portal/RAD_Evaluation.html
4 http://portal.hud.gov/hudportal/documents/huddoc?id=RAD_InterimRpt_Final.pdf

H-2019-09 PIH-2012-322019-23 (HA)}H-2017-03,-RE\/-3), Rental Assistance Demonstration REV-4 — Final 7
Implementation




Paperwork Reduction Act

rscordapesni-the PasepporlcBeductop- A RRA Approved

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 mformatlon unless the collectlon dlsplays a currently valid OMB
control number. ?

Lourdes-Castro-Ramirez-R. Hunter Kurtz Ed-ColdingPrirenalDesuiyBrian D.
Principal Deputy Assistant Secretary Montgomery,
_for Public and Indian Housing Assistant Secretary for 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, seetierhousing 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 Heusing
Chelee-Vouchers-(HCVHHCV) 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. Sriticiatln accordance with Chapter 5 of the MAP Guide,
the CNA identifies “Critical repairs-are-werk,” which include 1) “Life Safety” repairs that, in
HUD?’s determination, are needed to address #mminent-hazards to life and health and safety
threats-to-residents-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 aan HCV from a PHA
after a defined period of residency. (See Section +#E-51.7.C.5 of this Notice for PBRA
conversions, and 24 CFR 8 983.261 and Section 4-6-5-91.6.D.8. for PBV conversions, for
further details on the Choice-Mobility component.)
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Closing. The event during which the applicable transaction documents are entered into.
“Conversion” does not occur prior to Closing. (See Section 4:131.13 for further details on
closing.)

Combined Agency. A PHA that either directly, or through an affiliate, administers both aan 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-is, 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-L-7A5;(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, and-the HOPE
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VI Grant Agreement (if applicable)-), and the Choice Neighborhoods Implementation Grant
Agreement (if applicable).

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 surpluseashSurplus Cash by the Project Owner (see
definition for “Surplus Cash”, below). Surplus eashCash, once determined pursuant to applicable
HUD requirements, is not subject to further federal restrictions.

Enhanced Vouchers (EVs). FerantA type of tenant protection veuehersvoucher provided
pursuant to an eligibility event under seetienSection 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 EV's 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 PHAs to pay for the eestssalary and benefits of a program coordinator who links residents
with training opportunities, job placement organizations, and local employers.
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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
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 +-#C-51.7.C.5 and 2.6.3] 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 +-4-A:21.4.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 VVoucher 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 eentract
administraterContract 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 (I01). 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.
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MAP Guide. Housing Guidebook 4430.G “Multifamily Accelerating Processing (MAP) Guide”

Mixed-Finance Project. A public housing project developed with-a-cembination-ef-private
finaneingand-public-heusing-developmentfunds-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-11See 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 111 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 a-cembination
oefmultiple 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 PBV 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.

® For instance, 24 CFR § 983.202 provides, in part, “With the exception of single family scattered site-projects;site
projects, a HAP contract shall cover a single proejeetproject. If multiple prejeetsprojects exist, each prejeetproject
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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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
housing to eligible tenants. The PBRA program is administered by HUD’s Office of Housing.

Project Owner. Ferpurposes-of Section-t—Hand-Hl-of this-NeticetheThe 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 8 905.108 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. 8§ 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. When-used-in-reference-to-The term “public housing;
the-term—"prejeet™ 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 HUbB-apprevatcompletion of HUD’s review of the Financing
Plan and describes the terms and conditions efunder which HUD will approve the proposed
conversion_and execute closing documents. (See Seetion-1-12-and-Attachment-LASection 1.12
and Attachment 1A for further details on the RCC.)

RAD Fair Housing, Civil Rights, and Relocation Checklist or Checklist. -The Accessibility and
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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
(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-41.6.B.4 and - 7-A-41.7.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—Service-Coordinaters 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,

® https://www.hud.gov/sites/documents/16-17HSGN_16-17PIHN.PDF.
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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
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 aan HCV program.
| Work or Scope of Work. The seope-of-workimprovements 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

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;-er (which may include a multi-phase
prejeetconversion of a pre-existing public housing site). If a PHA applies for either-a portfolio
or-multi-phase-award, HUD will reserve RAD conversion authority for the projects-er
phasesnumber of units covered by the award, and the PHA will be required to submit a RAD
Application for each individual project-erphase. 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)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
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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 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-9-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-sectionL-7A5-and-Attachment-1C)-(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 +-7E-51.7.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+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
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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 tethat best meetmeets its needs. It will also enable
HUD and Congress to assess how effective each form of assistance proves to be in meeting
such varied circumstances and needs.

D. FenantResident 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 AttachmentdB-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 requlations at 24 CFR § 5.105. -FheFor example, the Fair Housing Act prohibits
discrimination in housing (see 42 U.S.C. 8§ 3601, et seq., and HUB-regulationsin-24 CFR
part 100) and requires all federalFederal 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)). tr-addition—aH
federalyAll 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. 88 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. 88 701, et seq., and-HUbB-regulationsin 24
CFR part 8), as well as Titles Il and 111 of the Americans with Disabilities Act and(12 U.S.C.
88 12101, et seq., and 42 CFR parts 35) Executlve Order 11063 aﬂd—HJcl&FegquaﬂensaP(M

emhe—baa&%) was |ssued to preventdlscrlmlnatlon based on race, color ellglon sex, or
national origin

G} in Federally aSS|sted housmq property or tha{—may—mpeée—ebsmmt—pﬁevemfamlltles and

to require program participants to provide information on race, color, religion, sex, or

undermine-efforts-to-affirmatively-furtherfairnational original of applicants for and

participants in Federally assisted housing.
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site-tr-an-area-of-minority-coneentration—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.

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.’

" 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.

H-2019-09 PIH-2042-322019-23 (HA}H-2017-03-REV.-3), Rental Assistance Demonstration REV-4 — Final 25
Implementation




Section I: Public Housing Projects

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
1.43-B9 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)-or-). If classified as “troubled” (Troubled};) the PHA mustmay 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\) andor
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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. Beclassified 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;

4. Be-stherwise 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.

pat&em%praeﬂe&e#dﬁemwmﬂen%demal-ef any outstanqu CIVI| rlghts matters = {Formaned: Font: +Body (Times New Roman) ]
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HUD will determine-ifof its determination and any, actions {o-reselve-the-items-listed-above-are

—Cepcenboree teaRteR e er
8.7 Finaljudicialruling-oradministrative-ruling-or-decisionnecessary 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 seetionSection 1.12 of this Notice).
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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.

o Transitionto CNA eTool. HUD is-inthe process of developing a
standarehizedThe CNA eTool formultiamiby-heusing-thabwit-also-be-reguired-of
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al-RAD-transactions—This-new-CNA-eToolwil-beis required as part of any RAD
Financing Plan (or application for FHA Firm Commitment)-submitted-six-menths
after-publication-of-), except as described below. The CNA eTool contains two
major components — the narrative (the ENA-eTool-Anry-CNA-submitted-prier-te
this-date-must-use-eitherdescription of each component and its condition and may
include an energy audit) and the ENA-eFeol-ifavatablefinancial model (the 20-
year schedule and associated determination of the Initial Deposit to Replacement
Reserve, or feuew—the—gmdanee—uﬂdeFRevisien—l—ef—this—Neﬁe&QIDRR 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 in-the-apprepriate- HUD-guidanee
{the RAD-PCA-orthe CNA-eTooh-by the MAP Guide.

e Exemptions. HUD may exempt the feltewing-transaction types set forth below
from CNA requirements, provided that the proposed exemption is confirmed with
the-exeeptionHUD prior to submission of preparingthe 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-and-the-Utility-Consumption-Baseline

a. PrejeetsFor 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,™

%0 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

H-2019-09 PIH-2042-322019-23 (HA}H-2017-03-REV.-3), Rental Assistance Demonstration REV-4 — Final 30
Implementation




Section I: Public Housing Projects

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;
b-c.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 ameuntpercentage at HUD’s discretion, taking into consideration
the absolute number of RAD units at the project).

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

77777777777 - {Formatted: Font: +Body (Times New Roman) ]
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2. GreenBuidingHealthy 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, ata-minimum-PHAS

A

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 eedecodes that isare 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.

2 For Energy Star®, see http://www.energystar.qov/. For WaterSense®, see http://www.epa.gov/watersense/. For

FEMP, see http://www1.eere.energy.gov/femp/.

H-2019-09 PIH-2012-322019-23 (HA)}H-2017-03,-RE\/-3), Rental Assistance Demonstration REV-4 — Final 32
Implementation




Section I: Public Housing Projects

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 as
part-ofno 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-tA-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-defined-as-re-mere-than

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;

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

b-c.Redueing-the-tetal-unit-rumberUnits 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

2 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-7015.186, if no valid objections are made
and HUD has no knowledge of deficiencies cited in 24 CFR 8 58.72(b). -PHASs submit only the Form HUD-7015.16
with the Financing Plan, not the full environmental review record. -Under Part 50, HUD staff eenduetcomplete the
review in conjunction with the Financing Plan review and therefore the PHA should submit full environmental
review documentation as-part-efno later than the Financing Plan submission. HUD may eensiderearlyrequire
earlier submission and-review-enin order to ascertain whether a ease-by-ease-basis.conversion has sufficiently
advanced (see Section 1.12 for discussion of the Concept Call).

¥ 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/4216/environmental-review-requirements-for-rad-
transactions/
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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).

In all cases, the PHA shall submit within theirits PIC removal application (See
Seetion-112)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. Fhe-assighed-Fransaction

ManagerwitHUD 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.

De-Minimis-execeptions-are-alowed-The de minimis allowance may be calculated
across rwti-phase-er-portfolio conversions, but the number of de minimis units

allowed must be autherized-bycalculated 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

purpesesPurposes.

5. Relocation Requirements.
a. RAD Fair Housing, Civil Rights, and Relocation Notice. Relocation
requirements related to public housing conversions under RAD are

described in Netice-H-2016-17PH-2016-17 —as-may-be-amended-from
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time-to-time-{(“the RAD Fair Housing, Civil Rights, and Relocation
Noticez).."> The RAD Fair Housing, Civil Rights, and Relocation Notice
provides PHASs and their development partners with information and
resources on RAD program requirements-and, Uniform Relocation
Assistance-and Real Property-Acquisition-Policies 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
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. -Questions
regardingThe primary source for First Component relocation wi
generally-be-addressed-inrequirements 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.

hitp: h ments/h lotice2.pd .For propertles being redeveloped with
fundlng under a Ch0|ce Nelghborhoods Implementatlon (CNI) grant, the RAD Fair Housing, Civil Rights, and
Relocation Notice is superseded by guidancerequirements regarding relocation included in the applicable CNI
NOFA and applicable CNI Grant Agreement.
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Where the transfer of assistance to a new site is warranted and approved
| (see Section1-4-A-12),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 VVouchers. Conversion of assistance is
not an event that triggers the issuance of Tenant Protection VVouchers 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.

}973—§eet|en—':'>94%—the8ee the RAD Falr HousmgAet—éFhiAet}—enel—the—Ameneens
with-Disabilities Act(ADAY-Altheugh-the, Civil Rights, and Relocation Notice

(Notice H 2016-17 PIH 2016-17 (HA)) for a full description of the applicability of
cce53|blllty requwements e#eaeheﬁthesﬂawsateeeneewheedﬁeteht—PHA&must

alse—z&GFR—§%5—15}€b)—and—28—GFR—pa%6RAD and the situations under WhICh
HUD will perform an up-front review.

'8 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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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 8 983.57 shall apply to RAD conversions to PBV assistance and site selection
requirements set forth at Appendix 111 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.
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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
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design, occupant health and welfare, basic environmental stewardship, and climate
change resilience.”’

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 #r-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.

7 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.

%8 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.

1® 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.

? The most relevant requirements are contained in Section 104(d) of the Housing and Community Development
Act of 1974, as amended.
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SubjectHUD mav also allow ownershlp of the pr0|ect to HUD-reviewbe transferred to

g Ha tax credit entity
controlled by a for proflt entltv 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.

Public or non-profit ownership or control+eguirerents, 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 athe 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.
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»—PHAretainsControl 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-comphying-with-the PHA-Plan;

PHA-enters-into-a-Control-Agreement—by-which-the PHA-retains, and consent rights

over certain acts of the Project Owner (including, for example, disposition of the
Covered Project, feasingchanging 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)-and-retains-certain-rights-over-the- Covered-Project;
such-as-administering-the-waiting-tist:-or). 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.

i ble. invits sole disereti

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
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
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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.

11.12. 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—HUbB-will-assess-that the-transfer-does 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
crlterla formulated for transfers under Sectlon 8(bb) of the Act.®? Aelelmenaﬂy,—HUD

weuld—aﬁeeuhe@ewemag—llmjeet—&resrder%—and-a#shall comply W|th all

applicable fair housing and civil rights requirements—Any-transfers-ef-assistanee-must
comphywith-al- and all requirements detailed in this Notice, including environmental

review (see Seetion-14-A3Section 1.4.A.3 and Attachment-1A)Attachment 1A), Site
and Neighborhood Standards (see Seetion-1-4-A-7)Section 1.4.A.7), Changes in Unit

% The analysis can be found in Section V111 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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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 commercial 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, aPHA-mustrequestapproval-fora-transferof
assistance-within-three-months-of CHAP-award-{see-Section-1.12).Thisthis
information must alse-be included in the PHA’s Five Year, Annual, or MTW
Plan, or ina-Significant-Amendmentas an amendment to the PHAs-Five Year or
MTW Plan or significant amendment to the Annual Plan e-MPA/ Plar-and must
be consistent with the Consolidated Plan. In anya 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 HAP—GGH%F&GPWHJ—WBJG&H%bé—G#@GEN&—GH—Fh&—G@V&F&d—PFGjGGF&%

appreveeLb%HUDPHA and Pr0|ect Owner must submlt a request W|th 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
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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.

When the assistance will be transferred at €losig-{execution of the HAP Contract

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._aspartofRelease the Financing-Plan-the PHA-providesplansDeclaration of

Trust and place the property under an alternative restrictive covenant at

closing that, generally, will:

a) Be recorded in a superior position to sel-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:

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

ii) where the property is not used for Affordable Housing Purposes,
any net income generated from the property, including through
lease the-land-within-ene-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;

% please see guidance available on www.RADresource.net “Master Lease vs. Delayed Conversion Agreement”
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d) Require that, for the duration of the 20-year efthe-execution-ef-the HAP
Ceontractuse restriction period or until the property is sold at Fair Market
Value te—thiresarsrnndusethaprecpeds oA ardnblo Housing
Purpeses—(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) Ypen-any-salethe-PHA-must-escrow-the-proceeds-i-Permit a bank
aeesupteavarad-ba Copernl Desesiior - AoroamenttsubsecUent
removal of the alternative restrictive covenant with HUD 51999)*-until

approval under the following situations:

i) 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—Further;-, or

- when removing-the- DOT-as-aresult-of-a-prospective-FM\sale;
HUD-may-require-thatreplaced with an alternative restrictive
covenant be-placed-en-the-property-until(e.g., LIHTC extended use
agreement) that, in HUD’s determination, satisfies the sale-is
effectuatedAffordable Housing Purposes requirement.

1. H-nRetain the Finanetng-Plan-the PHA-dees-rotprevide-a-plan-for
sellingDeclaration 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 within-one-year-ofthe RAD-clesing-or-doesnot
identify-a-specifiedat Fair Market Value (FMV) (or equivalent market
valuation) with a plan to use fortheland;-the DOTwillremain-in-force-unti
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such-time-as-the PHA-secures-approvalproceeds from the SAC-forsale for
Affordable Housing Purposes.

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

b. Transfer After Conversion. Exceptwith-HUB-approvalin 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-(unless. A Project Owner may submit a
transfer request sooner if it is needed seener-as a result of events-such-as-eminent
domain proceedings, natural disasters-ef, unforeseen events, or unlessas otherwise
approved by HUD prevides(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
s0.) Termination of a PBV contract is not cause for issuance of additional tenant-
based voucher assistance from HUD. PHASs and owners contemplating RAD
PBV 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

% 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.

H-2019-09 PIH-2042-322019-23 (HA}H-2017-03-REV.-3), Rental Assistance Demonstration REV-4 — Final 46
Implementation




Section I: Public Housing Projects

HAP Contract qualifies for issuance of such vouchers. If applicable, any lender to
and/or investor efin the Covered Project must approve the transfer of the
assistance. In the event of sucha transfer; of all RAD units, a RAD Use
Agreement will be recorded encumbering the Project-Owner-rmay-request-subject
to-HUD-consentthatnew location to which assistance is transferred and the
original RAD Use Agreement on the Covered Project will be meodified-orreleased
toreflectsuch. In the event of a partial transfer-of-assistance—A, a RAD Use
Agreement will be recorded againstencumbering 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.Be recorded 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
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

%" 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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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 ether
relatedimplementing 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.

1424 Section 3 of the Housing and Urban Development Act of 1968 (Section 3). of

3 (ls codified at 12 U.S. C 1701u and |mplemented by requlatlon at 24 CFR part 135)
apphieste-al- 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-inchuding-any
new-construction-that-is-identified-in-the-Financing-Plan-and RCCto- the

extent-thatsuch-repairs-quatify-as-construction-or- requir