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Background

Underfunded

« $90 Billion estimated capital repair backlog
«  $800 Million annual funding gap
* 10,000 units/year lost to disposition or demolition

Capped Public Housing
Faircloth Amendment (10/1/1999) is a critical piece
- 260,000 Public Housing Units on the “shelf” in the affordable

Encouraged to Reposition housing market
- Multiple paths to convert to Section 8
*  More stable funding
* No net increase in cost (supposedly)
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.- What is Restore Rebuild (Faircloth to RAD)?

- Every Public Housing Agency (PHA) has a set amount of Faircloth
Authority to build “public housing”

- If a PHA has more Faircloth Authority than Public Housing units in
operation, it can build public housing units and then convert them to

RAD vouchers

* Vouchers much better than just building new Public Housing with that
authority because they are:
Stable and reliable
Not subject to annual appropriations in the same way
Increases at a reliable amount, unlike rents in the public housing program.
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How do you use Restore Rebuild? /////\\\T

*  Projects must be developed or acquired as new public hou' ' ~ |

- Before lease up, the public housing units are converted to k\ ar
RAD operating subsidy contracts )

- RAD Rents are very low — 30/40 AMI depending

*  Projects must meet HUD architecture, procurement and financing
requirements

» This process can be done for either new construction for preservation,
by adding to existing unsubsidized units. Both have already been
done by public housing authorities across the country

pad
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What is the value of Restore Rebuild?2.

*  Provide stable cash flow that helps to cover operations for deeply ~ |

affordable units \,
»  Support deeper affordability across your pipeline ‘
- Stabilize existing affordable units that lack rent subsidies

Note: Base RAD rents are too low to support debt service. However,
under "rent augmentation" PHA’s can use its reserves (as available) to
Increase rents to cover operations and support debt.

<
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Rent Augmentation

- PHA can use unspent dollars in the Faircloth RentAugmentati
Section 8 program budget, as " CIENEEIEE Gl
available, to increase ("augment") o0
the rents paid on RAD units up to  sssw
110% of HUD Fair Market Rent b0

N

$2,500
*  Augmented rents can cover $2,000
operating costs to decrease other ZZZS
operating subsidies and support .
debt service, which decreases 5- :
. . Baseline Faircloth  Augmented Faircloth Typical PBV
capital subsidy needs Voucher Voucher

m Faircloth Rent mCost to Housing Authority
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Value and Impact

»  Creates opportunity for additional PBVs. Restore Rebuild i
subject to 20% PBYV portfolio limit

- Stability from long-term contracts for PSH
- Significant opportunity to leverage debt
*  Provides stable cash flowing assets across your portfolio

*  Many agencies have pursued nationwide: Boston, Washington DC,
Miami, Los Angeles.

* Used by MTW and non-MTW PHAs
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Timeline

6. Issue RAD
Conversion
Conditional
Approval (RCCA)

2. Issue
Notice of

S 3. Conduct : .
Anticipated Preliminary 10. Units | 12. Finalize
RAD Rents Conversion | 5.Approve | Entered | Closing

(,N,’T‘T?,F,{,),,,, Call | MFDP intoPIC | Reviews 14. RAD Closing

[ — | = I | u |

1.RequestNARR | | 4. Submit Mixed 7. Mixed- 8. Notify HUD of Nearing || 9. Submit | 13, Submit
and hold RAD [ | Finance Finance ‘ Construction Completion Date of | Documents to
ﬁu:?fo;ﬁy;hroggh a | Development Construction L I I Fun(firtl)gl Escrow, inc.
ortfolio Awar , : Eat
: , | Proposal (MFDP) Closing Completion Update which ?BISIFZ)I iy iAD Use t
| and Upload RAD : confirms accuracy of FP Materials Rgl'r::s?i? t'he
| Financing Plan (FP) and RCCA |

Jions — | DORC and
| (only documents Begin Uploading RAD Termination
| not covered within

Closing Documents | of the R&0O
| MFDP) - A and MF ACC
RS | Amendment |

Pre-Development

NALHFA 2026 |




QNALHFA

Restore-Rebuild
Stand Alone
New Construction

Washington County CDA
Minnesota



.. Washington County CDA

» Twin Cities Suburban County
« Highest Housing Costs
- Lowest Wages

* 107 Faircloth Authority Units

- 58 Units available
Result of scattered site Disposition

* 49 Remaining Units T
 Qur Goals RU
«  Maximize federal resources

- Expand our Housing Choice Voucher program . |
- Feasibility with RAD rents T T
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.: Timeline

* Began exploring Restore-Rebuild options

« Awarded $7.5 Million in ARPA Funds
» Searched for possible sites

 Solicited private proposals
« Submitted HUD applications

 Final approvals
 Close on financing

» Construction completed
* Building leased

NALHER 2026




Bluestem, Cottage Grove MN

* 1-acre infill site
« 52 senior apartments

Mix of efficiencies and one-
bedroom units

- Affordable 30% & 60% AMI
« 36 Restore-Rebuild units

*  Developed by local nonprofit
developer

NALAFA 2020 ¥V oooois- ANNUAL CONFERE N cCE oW




Financial Structure

- $15.6 Million TDC
- Tax Exempt Bonds
* 4% LIHTC

» Subordinate Debt

* American Rescue Plan Act
« City Tax Increment Loan
- CDA GROW Loan

* Deferred Developer Fee

NALHFA ane ‘ DD ANNUAL CONFERENCi.E‘-O

.............

-------------




.. PBV vs. PBRA

- Decide early on Project Based Vouchers or Project Based Rental
Assistance
Different paths for the PHA process
Different environmental review processes

- PBRA allows for Mark-Up to Market after initial HAP term

- PBV allows for choice and mobility for residents
Administrators may be different (HUD, state HFA, PHA)
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Lessons Learned / .

*  RAD rents are typically low and require intense underwriting

MTW Agency yet small program doesn’t afford the rent enhance ~.\/°
* Able to use HCV reserves to supplement RAD rents.
 Significant gap financing is needed.

- Use of knowledgeable consultant is incredibly helpful.
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San Francisco Projects to date

Closed two projects in December 2025

+ 1303 Larkin — rehab with Chinatown Community Development Center
« On USPS air rights lease
« State funding recast
 Existing Section 8 HAP contract

« 2970 16t Street — new construction MHDC/MEDA

* Local Operating Subsidy combined with Restore Rebuild
* On Bart Station
* 100% PSH

Four remaining projects in cohort pipeline
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... Parties Involved

- SFHA - HUD
- CSG Advisors * Architect
- Recap Team
* Developer Team . PIH
«  City Attorney - Field Office

* Local homelessness agency
* Lender Investor
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.- Roles and Responsibilities

- SFHA - HUD
- CSG Advisors * Architect
- Recap Team
* Developer Team . PIH
«  City Attorney - Field Office

* Local homelessness agency
* Lender Investor
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Valuable Documents to Review

« HUD Restore Rebuild Guide
*  Timelines from CSG

* Architecture

* Mixed Finance Best Practices
- MOHCD Negotiating Tactics

- Mixed Finance Development Plan
« CSG Training Slides
- Site and Neighborhood Standards Example
- MFDP Application, Attachments and Development Calculator
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Project Process up to Closing

«  Select a project
»  Communicate procurement with PHA
+  Submit NARR

- Being MFDP — 9 months before close

- HUD Architect Review

«  Commitment Letter from PHA

* Complete MFDP and Get Comments from PIH

»  Get approval letter!

NALHFA 2026 V oo annualL CONFERENCiEv“_Q




==\

Best Practices Learned %N
- Communicate program structure to all parties early
*  Provide timeline to HUD Grant manager as soon as possibl

+ ldentify timeline to complete MFDP and start evidentiary documents
*  Ensure PHA and other HUD teams on some page

»  Shape a set of numbers for MFDP

» Account for closing sign off timelines from HUD and final due
diligence items
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Thank you for
attending this session

PP We value your opinion:

Please share your feedback by taking
the session survey in the mobile app.






