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(As of August 2017)

Where We’ve Been (the good news)



• RAD $5B+ in leveraged construction costs 
(800+ developments)

• RAD cap @ 225,000 units – full with a 
85k+ unit waitlist

• Proposed FY2019 Budget:

• Lifts cap 

• Provides $100M in “add’l funding”

• …eliminates capital fund & severely (44%!) 

reduces operating fund 
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Where We Are Today (the good-ish news)



• HUD continues underwriting/closing at 
breakneck pace

• …Hiring freeze = no new Asset Mgrs to 

oversee the 88k units of new RAD Sec-8

• Lack of HUD oversight post-construction 
remains (unless FHA), little/no HUD 
interest in opening this issue

• Section-8 HAP payments routinely delayed 
at start of calendar year
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What’s Next? (the bad-ish news)



• Assume you’re on your own post-closing

• Private sector is RAD’s best compliance friend

• Construction lender, perm lender, equity 

provider, HFAs

• HUD has deferred to them in underwriting – safe 

assumption for post-closing items

• First year compliance remains difficult:

• Over-income tenants, unit mix changes, delayed 

HAP payments
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Best Practices (for uncertain times)
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 New relationships – state agency, syndicator, HUD

 New policies needed – No more ACOP

 PBV: Admin plan, lease (PHA-owned units)

 PBRA: TSP, House Rules, EIV Use & Security 

Policy 

 Staff training is key!

 Being an expert in PH or LIHTC compliance 

doesn’t mean you know how to run PBV/PBRA

 New software, file systems, forms, etc. 

RAD: Things to Consider



 Households in place at the time of the conversion not 

subject to rescreening

 Subject to any ongoing eligibility requirements for actions that 

occur after conversion 

 A key component of RAD is the right to return

Existing Residents are Special



Program Income Limit Do income 
limits apply to 
in place 
residents?

Income 
Targeting

RAD PBRA 80% Section 8 No 40% of new 
admissions to the 

project at ELI

RAD PBV Same as HCV
Typically 50% 

Section 8

No 75% of combined 
PBV/HCV 

admissions at ELI

LIHTC Either 50% or 
60% MTSP 

Yes Typically reach 
lower set asides 
like 30 or 35% 

MTSP

Income Limits



 Under RAD, over-income household at the time of 

conversion continue to be assisted

 LIHTC does not recognize the RAD right to return 

 RAD says once the over-income, in-place family moves 

out, unit must be leased to income eligible family

 But it’s probably too late to qualify the unit for LIHTC

The Problem



 In both PBRA and PBV, when a resident’s TTP exceeds 

gross rent, no HAP is paid on their behalf

 Regular rules don’t apply in RAD

 Except for new admissions in RAD PBV

 Everyone in RAD PBRA and all in-place families in RAD PBV 

have different rules

TTP Exceeds Gross Rent



 Rent setting in this case depends on when the HAP 

contract was signed 

 REV-2 (before 1/19/17): Tenant rent is 30% of monthly adjusted 

income minus UA

Doesn’t consider LIHTCs

 REV-3 (on or after 1/19/17): Tenant rent is the lesser of TTP 

minus UA or applicable LIHTC max rent

Everything is ok for LIHTC

What are the RAD Rules?



 In LIHTC, gross rent can’t exceed LIHTC maximum gross 

limit rent when no HAP is paid on behalf of the household

 But in REV-2 projects, HUD requires family pay 30% of 

monthly adjusted income minus UA

 This rent could exceed LIHTC maximum

Why is this a problem?



 Public housing: No restriction on occupancy by students

 PBV and PBRA: Follow Sec 8 Student Rule

 PT or FT students at institutions of higher education must be 
income eligible and come from income eligible parents (with 
exceptions)

 LIHTC has its own rule

 Households consisting entirely of FT students don’t qualify 
(with exceptions)

Student Status



 Nobody was looking at student status when these were 

public housing units

 RAD says that you can’t rescreen in-place residents for 

eligibility

 But for LIHTC, student rule still applies and is a crucial 

component of eligibility

Why is this a problem?
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RAD Case Study



• Closed December 31, 2014

• Located in City of Elgin

• $33.5M Total Dev. Cost

• 164 units – Elderly

• 150 LIHTC; 14 Market Rate 

• Self-Develop Approach

• New Construction and Rehab

• Relocation in place and offsite

• LIHTC/RAD

• Project Based Rental 
Assistance (PBRA)

• Former LIPH Development

• Green Enterprise 
Communities Certified

Sources of Funds

HUD First Mortgage $6,746,100

HAE Loan $440,083

Seller Note $7,850,000

County Note $169,236

Deferred Dev. Fee $1,102,316

GP Capital $100

LP Capital (Tax 
Credits)

$13,796,620
(.84 cents)

State Donation 
Credits

$3,349,500

Total $33,455,955

Central Park Towers





• City of Elgin

• $17.4M Total Dev. Cost

• 74 units - Family

• Development Partner 
Approach

• Rehabilitation

• Relocation offsite

• LIHTC/RAD

• Project Based Rental 
Assistance (PBRA)

• Former LIPH Development

Sources of Funds

IHDA First 
Mortgage

$3,300,00

HAE Loan Second 
Mortgage

$200,000

TBF TE Loan Third
Mortgage

$1,550,000

Seller Note $6,450,000

GP Capital $100

LP Capital (Tax 
Credits)

$5467,937
($1.05/LIHTC)

Deferred Dev. Fee $445,212

Total $17,413,439

Fox River Townhomes





• City of Elgin

• $7.7M Total Dev. Cost

• 31 Units - Family

• Development Partner 
Approach

• Rehabilitation

• No relocation

• LIHTC/RAD

• Project Base Voucher (PBV)

• Former LIPH Development

Sources of Funds

First Mortgage $3,000,000

Second Mortgage $1,100,000

Seller Note $1,000,000

Seller Note 1,735,000

GP Capital $100

LP Capital (Tax 
Credits)

$297,866
($0.93/LIHTC)

Deferred Dev. Fee $107,943

Total $7,755,602

River’s Edge Townhomes



• Relocation of residents (FHEO; relocation 
plan)

• PBRA administration of vouchers
• PBV administration of vouchers
• Staffing cuts/changes/reassignments
• Central Office Cost Center changes
• First year credit delivery (while under 

construction)
• Initial certifications
• HQS timing of PBV
• Lease requirements/terminations

Compliance, Challenges & Lessons
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