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The Revised RAD Notice incorporates lessons learned over the past 2+ years; adopts the
expanded list of Frequently Asked Questions (FAQs); and covers gaps in policy, process,
and management of transactions. The following are my large takeaways from reading
the revised notice, attending the four (4) part HUD webinar series (accessible here), as
well as participating in various industry conference calls:
a. For Component 1 Projects (PIH): Applications will be accepted through 9/30/18
b. For Component 2 Projects:
No Expiration Date for Rent-Sup / RAP project
submission
c. Collapsing of milestones and enhancing the significance of the Financing Plan
d. Allowing Single Room Occupancy (SROs) to convert under RAD
e. All Mod-Rehab projects are to be processed under Component 2 only
f. Rent setting provisions, including FY2014 rent levels for all awards
g. Clarifies non-dwelling unit property/land/building, and how to convert
h. Permits Section 8 assistance to “float” in mixed income properties
i. The RPCA is now called a CNA (Capital Needs Assessment) to coalesce with
other HUD Office of Multifamily Housing initiatives
j. Allows PHAs to capture tenant-paid utility savings
Many of these and other items buried deep in the Notice warrant additional discussion
and clarification, especially as they pertain to Project Conversion, Financing Plan and
Lender involvement:
1.
-

2.
-

3.
-

PBRA Tenant Paid Utility Savings are detailed on Page 116
This is wonderful news for PBRA projects, where there are provisions to
recognize Tenant Paid utility reductions through engineered/modeled utility
allowances.
Consolidation of the early milestones into the 180-day Financing Plan
Greater emphasis has been placed on the 180-day financing plan milestone,
as it includes all due diligence reporting. Milestone 180 timing exceptions
have been made for projects pursuing LIHTC funding, as described in Section
C on page 89.
Exemptions to the CNA (Capital Needs Assessment) added at Section 1.4.A,
Item 1 (page 23)
Exemptions to the CNA narrative report and full ASHRAE energy audit can be
requested for newly constructed sites, comprehensive rehabilitations meeting

4.
-

5.
-

6.
7.

8.
-

9.
-

10.
-

11.
-

12.
-

13.

the definition of IEBC Level 3, and projects using competitive LIHTCs.
However, for ALL projects the reserve for replacement (R4R) must be sized in
the RAD excel tool or future CNA e-Tool platform.
Environmental Requirements are described at Section 1.4.A, item 3 (page 25)
It is clarified that environmental reporting is due at the 180-day milestone
along with the RPCA. PHAs should consider killing the proverbial 2 birds with 1
stone by requesting your Needs Assessor to perform environmental studies at
the same time.
De Minimus Unit Reduction is clarified at Section 1.4.A, item 4 (page 25)
Please note the conditions HUD has cited where a unit can be excluded from
the de minimus 5% reduction threshold. This added flexibility under RAD
conversions can potentially avoid SAC.
Accessibility requirements are discussed in Section 1.4.A, item 6 (page 27)
Accessibility requirements have been clarified, making Federal Accessibility
regulations applicable to “all conversions, whether they entail new
construction, alterations, or existing facilities.”
Site Selection and Neighborhood Standards were included in Section 1.4.A,
item 7 (page 28)
This section of the Notice was greatly strengthened, possibly in response to
the recent Fair Housing Act Disparate Impact ruling and the concepts of deconcentration of poverty and environmental justice.
Ownership and Control of the asset by a PIH is elaborated in Section 1.4.A,
item 11 (pages 30-31)
PHAs, developers and Lenders should give additional attention to the
descriptions of the residual interest a PIH must pay in a real estate asset being
proposed for conversion.
Transfer of Assistance is included in Section 1.4.A, item 12 (Page 32)
This section describes when, where, and how the transfer of assistance can
occur in a RAD project, and again brings in the concept of de-concentration
of poverty.
Davis Bacon Wage Rates clarifications presented at Section 1.4.A, Item 13
(Page 34)
Interestingly, DBWR is noted to be excluded for “replacement of equipment
and materials rendered unsatisfactory because of normal wear and tear by
items of substantially the same kind.” I feel there are some interpretations in
this section that could benefit many preservation transactions.
Section 3 Labor has been brought into the mix at Section 1.4.A, Item 14 (page
34)
Within the world of FHA and HUD grant funding, we have seen increased
requirements for Section 3. Unfortunately, some social programs increase
construction costs, which effectively reduces affordability, and RAD now has
to address Section 3 in rehabilitations.
RAD Selection Criteria for New Applications at Section 1.11 (page 87)

-

Selection criteria for future RAD awardees in the “Third Application Period” will
be merit based, and no longer on a first-come, first-serve basis.
13. Restrictions: Use of Public Housing Capital and Operating Funds for Capital (item
2 Page 36)
- This section contains some language that may prohibit excess transaction
costs (e.g. “cash-out”) on any single deal that uses Capital or Operating
Funds as capital (sources), unless it is the only or last property in a portfolio.
14. The CNA e-Tool, SEDI, and SEP are pending new transactional requirements
- The revised notice identifies some Office of Multifamily Housing processing
initiatives which are effective at a future date. For now this changes little, but
six months from the release of the HUD CNA e-Tool platform, the reporting for
a RAD Capital Needs Assessment greatly changes.
And in conclusion, I want to champion one of my favorite parts of the new notice,
which is the PBRA Tenant Paid Utility Savings detailed on Page 116. This is wonderful
news for PBRA projects, where a Financing Plan can recognize Tenant Paid utility
reductions achieved through energy improvements. RAD will be allowing Contract
Rent to be increased by 75% of projected Utility Allowance savings. We believe that all
deep-energy retrofit RAD conversions should explore these methods to add income to
a financing plan. So do you need Utility Allowance studies for your RAD deal? If so,
D3G has you covered with both the technical knowledge and capabilities to help your
financing plan.

