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RAD Basics/Key points

RAD allows public housing agencies to leverage
public and private debt and equity

Ground lease structure. Developer owns buildings

Units move to a Section 8 platform with a long-term
contract
Residents pay 30% of their income towards rent

The RAD program is cost-neutral and doesn’t
increase HUD's budget
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FHA/Rental Assistance Demonstration Program (RAD) Merrill Lynch

FHA/RAD Benefits

1.11X DSC; 90% Cost/Value; 97% occupancy for both 221d4
and 223f (HUD Maximums)

Long-term Section 8 PBV or PBRA contract allows use of
Section 8 rents

Lower MIP for Affordable (25 bps)
Developer Fee permissible and mortgagable
HUD open to scattered sites in RAD transactions.

Equity requirements — same as other LIHTC deals
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FHA/Rental Assistance Demonstration Program (RAD) Merrill Lynch

FHA/RAD PROCESS

Coordination of processes essential between Housing and
RAD teams at HUD.

ldentify and address environmental issues as early as
possible

Concept meeting required. After concept, FHA processing to
commitment is typically 120 days from when plans and specs
are at least 80%. Includes 60 days HUD processing timeline
RCC approval required prior to FHA Commitment

Closing generally within 30-45 days assuming RAD processing
is tracking FHA. Both closings must be simultaneous.

Typical Timing: 6-8 months for refi; 8-10 months for NC/SR
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Bank of America FHA/RAD experience — all 4% deals

e PHA’s in Baltimore, MD, El Paso, TX and North Little
Rock, AR

e S66 millionin FHA/RAD business to date

* S$36 million closed to date

e $13.5 million anticipated closing September 23rd
e $16.7 million closing by November

e Scattered sites of 8 properties in 4 deals including:
e 3 scattered site deals with SR

 Deal with two properties: one RAD, one Section 18
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CASE STUDIES



RAD Case Study — Govans Manor Apartments
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» RAD 221(d)4 Sub-Rehab, Baltimore, MD
» 191 Units

> Loan Amount — $16,000,000

» Interest Rate — 3.32%

> $89,647/unitin rehab

> Initial Endorsement-11/30/2016

» Final Endorsement—-7/3/2019

» Underwritten and closed in 8 months
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Govans Manor Apartments (cont.) Merrill Lynch

Funding Sources
» $16,000,000 HUD Financing

» $11,117,768 Tax Credit Equity Tax Credit Equity

provided by BOA; Permissible I-of-1 with MAP
Lender

> $12,000,000 Seller Take-Back Note
> S 714,395 Deferred Developer Fee
> S 1,050,000 NOI During Construction

> $40,882,163 Total Sources

% $5,036,671 Bridge Loan Funds provided by Bank of America
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Govans Manor Apartments (cont.) Merrill Lynch

Uses

> $13,000,000 Purchase Price

> $21,097,744 Mortgagable Development Costs
> $4,284,419 Non-Mortgagable Uses

> $2,500,000 Developer Fee

> $40,882,163 Total Uses

A/

** 18-month construction period
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Govans Manor Apartments (cont.) Merrill Lynch

Scope of Work

* Repair and replace concrete throughout the exterior

e Reconfigure first floor common space to include a community room with an
upgraded kitchenette, central laundry facilities, fitness center, craft/game
room, computer center, furnishings and energy-efficient lighting

* All units will receive new paint, kitchen and bathroom cabinets, countertops
and sinks, medicine cabinets, closet shelving, entry, closet and patio doors,
blinds, windows and Energy-Star appliances

* Refinish all Bathtubs
* Install new flooring over existing

 Completely renovate 8 existing UFAS units and bring them up to full
compliance. Add 2 more to meet the 5% minimum

* Remove and replace entire roof
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Govans Manor Apartments (cont.) Merrill Lynch

Scope of Work

12

HVAC: All air-handling units, unit HVAC systems and roof exhaust fans will be
replaced

All Balcony railings and handprails will be replaced

Electrical: system will be substantially upgraded, with new feeder lines to
panels that feed apartments, new switches, receptacles and smoke/carbon
monoxide alarms in all apartments, energy-efficient lighting throughout,
provide high-sped internet in public areas and provide new CCTV system with
interior and exterior cameras

Plumbing: hot and cold domestic water lines and hot water boilers will be
replaced, all fixtures and faucets will be replaced with low flow

EIFS will be installed over the existing brick and masonry walls of the entire
building
Replace all existing original windows with new Energy-star rated windows
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Before and after

13



Govans Manor Apartments (cont.)
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Before and after
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Govans Manor Apartments (cont.) Merrill Lynch

Before and after
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Govans Manor Apartments (cont.) Merrill Lynch

Before and after
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RAD Case Study — Sandoval Two Apartments Merrill Lynch

221 (d)4 SR — Scattered Site RAD Transaction
El Paso, Texas

HILLARY J. SANDOVAL VALLE VERDE
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RAD Case Study — Sandoval Two Apartments Merrill Lynch

» RAD 221(d)4 Sub-Rehab

» Two-property scattered site — (Sandoval & Valle Verde)
» 15-miles apart

» 274 Units (224 units —Sandoval, 50 units - Valle Verde)
> Loan Amount - $14,242,800

» $91,055/unitin rehab

» Interest Rate — 4.33%

» Initial Endorsement — May 15, 2018
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RAD Case Study — Sandoval Two Apartments (cont’d) weri e

Funding Sources
> $14,242,800 HUD Financing

» $17,345,556 Tax Credit Equity provided by BOA;
Permissible 1-of-1 with the MAP Lender

> $11,410,000 Seller Take-Back Note
> S 4,460,239 Housing Authority

> S 2,185,113 Deferred Developer Fee
> $49,823,708 Total Sources

% $10,565,255 Bridge Loan Funds provided by B of A
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RAD Case Study — Sandoval Two Apartments (cont’d) weri e

Uses

> $11,410,000 Purchase Price

> $29,304,906 Mortgagable Development Costs
> S 3,076,479 Non-Mortgagable Uses

> S 6,032,323 Developer Fee

> $49,823,708 Total Uses

*¢* 24 months construction timeframe
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Sandoval Two Apartments (cont’d) Merril Lynch

Scope of Work

21

New kitchen and bathroom cabinets, countertops, flooring
New low-flow plumbing fixtures
New Energy-Star appliances and light fixtures

Existing UFAS units will be completely renovated and
brought up to HUD requirements

New Roofs

New HVAC, hot water heating and domestic cold water
systems

EFIS installed over brick
Common area renovations
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Sandoval Apartments (cont.) Menrill Lynch

Before and after
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Sandoval Apartments (cont.) Merrill Lynch

Before and after

View of a typical bathroom at Sandoval Apartments
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Sandoval Apartments (cont.) Menrill Lynch

Before and after

S

Soft demolition in pogre‘gsf_

View ofatyp;éal kitchen at Sandoval Apartments
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RAD Case Study — Hickory View Apartments Merrill Lynch

221 (d)4 SR — Scattered Site RAD/Section 18 Transaction
North Little Rock, AR

T — -

HICKORY VIEW | CEbAR G-ARDENS
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RAD/Section 18 Case Study — Hickory View Apts Merrill Lynch

» 2 Property Scattered site —
¢ Hickory View (f/k/a Heritage House) — Section 18 Disposition
** Cedar Gardens (fka Stephen W. Booker) - RAD

» Properties are adjacent

» 245 Units (171 units at Hickory, 74 units at Cedar)
> Loan Amount—-$12,100,000

> $68,425/unitin rehab

» Interest Rate —4.11%

» Initial Endorsement — August 28, 2019
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RAD/Section 18 Case Study — Hickory View Apts GankotAmerica 2
(cont’d)

Funding Sources:
» $12,100,000 HUD Financing
> $11,465,749 Tax Credit Equity
> S 8,860,000 Seller Take-Back Note
> S 1,749,578 Deferred Developer Fee
> S 950,000 Income During Construction
> S 900,000 Arkansas HOME Funds
> S 450,000 PHA Cash Loan
> S 110 GP Capital Contribution
> $36,475,437 Total Sources

#* $6,900,000—- Bridge Loan provided by 3'd party lender



RAD/Section 18 Case Study — Hickory View Apts Bankof America 2
(cont’d)

Uses

> $8,945,000 Purchase Price

> $21,108,563 Mortgagable Development Costs
> $2,521,874 Non-Mortgagable Costs

> $3,900,000 Developer Fee

> $36,475,437 Total Uses

*¢* 24 months construction timeframe
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Hickory View Apts (cont’d) Merrill Lynch

Scope of Work

* Replacement of all windows

 Complete mechanical, electrical, and plumbing overhaul

* All apartments will receive new appliances, plumbing fixtures,
cabinetry, floors and ceiling fans

* The existing parking lots will be repaired and restriped
e Sidewalks will be repaired to correct tripping hazards
 Community areas will be completely updated

* Elevators will be replaced

* New sprinkler System will be installed

29



Hickory View Apts (cont’d)
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Cedar Gardens Before
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Hickory View Apts (cont’d)
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Hickory View Before

Dweling unit 208 kitchen
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Dwelling unit 208 bathroom
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Questions/Contact Information
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Susan Monaco
FHA Chief Underwriter/Senior VP
Bank of America, N.A.

1800 K Street, NW, DC1-842-04-02
Washington, DC 20006
Susan.monaco@baml.com
(202) 442-7436
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