Rental Assistance Demonstration (RAD)
SUMMARY OF RETROACTIVE AND PROSPECTION CONVERSIONS
PIH Notice 2012-18 and PIH Notice 2012-32
Background: RAD is authorized by the Consolidated and Further Continuing Appropriations Act of 2012 and has two components identified below.  This document will provide owners with information relative to Retroactive and Prospective Conversions under Section III of the above PIH Notices for Rent Supplement or Rental Assistance Payment (RAP) contracts.

Rent Supplement and Rental Assistance Payment Projects

For a triggering event (contract expiration or termination due to prepayment of the mortgage), eligible tenants residing in a property with RAP or Rent Supp would be eligible for TPV.
· Under RAD, in lieu of the TPV, the owner may elect to receive a 15-year PBV contract.
· The conversion to PBV is non-competitive but is subject to annual appropriations.
Owners may seek a one-year contract extension of the RAP or Rent Supp contract (at current funding levels) to provide time to prepare and submit a request under RAD.  Extensions should be submitted to HUD Multi-Family (MFH) Hub.  The extended contract can be terminated if the RAD conversion occurs prior to the contract expiration.

Eligible Properties for Prospective Conversion

· Active Rent Supp or RAP Contract

· Last MOR must be satisfactory or higher; if not, owner must certify the current agent will be replaced by an acceptable agent

· HUD DEC must not have an active referral for the property/owner.  If the RAP or Rent Supp contract is terminated due to enforcement action, the property is not eligible for conversion.
· The most recent REAC score must be 60 or above.  Exceptions may apply if the owner demonstrates a plan to address the physical needs.

· Prior to entering into a PBV Housing Assistance Payment (HAP) contract, the assigned PHA will inspect units to ensure compliance with Housing Quality Standards (HQS).  If the property does not meet HQS, the HAP will not be executed and owner and PHA must enter into an Agreement to Enter into a Housing Assistance Payment (AHAP) contract until all repairs/rehabilitation are complete.

· Owner must be in compliance with all fair housing and civil rights requirements

· Rent Supp or RAP contract expires or will terminate by 9/30/2013.
· For FY 2014 or later Rent Supp or RAP contract expirations, owners may submit letters of interest to convert and decisions will be prioritized by date of letter of interest received.
· Rent Supp or RAP contract contract termination/expiration must occur no sooner than 60 days following the publication of the notice (7/26/12).
· If expiration/termination is less than 60 days from the issuance of the notice, a one-year extension can be requested to provide time to submit the prospective RAD request or allow time to issue TPVs for eligible tenants.
· If the property previously participated in a Section 236 IRP Decoupling and the RAP/Rent Supp did not terminate, the property is ineligible for conversion under RAD because there is not a triggering event.
Eligible Units for Prospective Conversion

· Rent Supp or RAP units: original contract units were occupied during 24 months preceding contract expiration or termination.
· Unassisted units:  if Enhanced Vouchers (EV) would be provided for unassisted residents due to a preservation-eligible mortgage prepayment, the EVs can be converted under RAD.
Timeline for Applying for Prospective Conversions
· Owners should contact the local HUD Multifamily Housing (MHF) office to express interest in a RAD conversion.
· HUD MFH and Public and Indian Housing (PIH) staff will work with owners to schedule a tenant briefing.  HUD staff will participate in the briefing but an owner/agent representative is expected to attend.

· Tenant notifications consistent with the PIH Notice must be provided and owners must take written and oral comments into consideration.  The tenant notice must provide a 30-day tenant comment period (must begin 5 days following the tenant briefing).

· Owners should contact a local PHA for a preliminary RAD conversation (formal PHA consent will be granted later).

· After these activities are completed, owners submit the request to RAD@hud.gov.

Eligible Properties for Retroactive Conversion

· Rent Supp or RAP contract terminated on or after October 1, 2006 and the property experienced an event that triggered TPVs; termination or expiration occurs within 60 days of the 2012-32 Notice and the owner does not receive a one-year contract extension to pursue prospective conversion; or, termination or expiration occurs within 60 days of the owner’s request for conversion and the owner does not receive a one-year contract extension to pursue prospective conversion; or, funding for TPVs has been requested and processed by the Office of Public and Indian Housing on behalf of the eligible project residents.  

· The owner must be in good standing with the PHA.

· PHA and tenant consent is required to convert the assistance. 

· HUD DEC must not have an active referral for the property/owner.  

· Units must meet HQS as determined by the PHA.

· Owner must be in compliance with all fair housing and civil rights requirements

Eligible Units for Retroactive Conversion

· Units occupied at the time of the RAD conversion by households that resided in Rent Supp or RAP units and received TPV assistance as a result of the expiration or termination of the Rent Supp or RAP contract.

· Unassisted units:  if Enhanced Vouchers (EV) were provided for unassisted residents due to a preservation-eligible mortgage prepayment, the EVs can be converted under RAD.
· NOTE:  Tenant consent is required to convert TPV/EV assistance to PBV assistance for retroactive conversions.
Timeline for Applying for Retroactive Conversions

· The owner submits a conversion request to the PHA that administers the TPVs that were issued in response to the Rent Supp or RAP contract expiration with a copy to rad@hud.gov. 
· Tenant notifications consistent with the PIH Notice must be provided and owners must receive written consent from the households in order to convert assistance to PBV.   TPV assistance will be converted to PBV assistance only for units where the household has signed a document consenting to the conversion of assistance.
· The owner must submit to the PHA a list of households/units to convert, consent forms, proof of good standing with the PHA, and evidence that units meet HQS.  The PHA has 15 days from the owner’s request to consent to the conversion.  The consent or non-consent is submitted to the HUD Field Office and rad@hud.gov. 
· Upon consent, the PHA enters into a HAP contract for existing projects or an AHAP for rehabilitation projects. 
HUD Waivers on PBV Rules

· The 20% limitation on the budget authority a PHA can project-based is waived.  

· Cap on the Number of PBV Units in each project is increased from 25% to 50%.  

· If requesting 100% of the units to be PBV, at least 50% must serve elderly, disabled or families receiving supportive services.  Owners must work with the PHA regarding the supportive services.

· Provisions concerning de-concentration of poverty.

· Owner proposal selection requirements – neighborhood and site selection standards.

· For properties that will refinance with an FHA-insured mortgage, HUD will perform the environmental review under 24 CFR Part 50, waiving the requirement under 24 CFR Part 58.  All other properties are subject to 24 CRF Part 58.

Additional information is available at www.hud.gov/RAD or by contacting HUD or MSHDA staff.  
HUD Staff:  
Contact Mark Dominick, Supervisory Project Manager, Detroit Multifamily Hub, at 313-226-7900 ext. 8138 or mark.r.dominick@hud.gov.
MSHDA Staff:  
Contact Lisa Kemmis, Project-Based Voucher Specialist, at 517-241-2427 or kemmisl@michigan.gov for information on the MSHDA’s Project-Based Voucher program and requirements under RAD.
Contact John Hundt, Manager, Rental Development, at 517-241-7207 or hundtj@michigan.gov for MSHDA financing options.
Contact Mike Witt, Transactions- Preservations Manager, Asset Management, at 517-241-1327 or wittm3@michigan.gov for Mortgage Prepayment information.
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