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 Rental Housing Preservation and Rehabilitation 

 
“If it’s worth doing, it’s worth doing well.” 
 
The single bond sale that helped 794 units of USDA RD Section 515 properties achieve rehabilitation 
and a 30-year extension of controlled rent is only one element of a complicated and wildly successful 
transaction. Our initial effort was such a success we know this is a process we want to repeat. It is an 
efficient and effective use of resources. 
 
THDA has authorized the allocation of Multifamily Tax-Exempt Bond Authority to local issuers for 
multi-family developments for over 20 years.  Communities across Tennessee have issued bonds 
allocated by THDA since 1993, creating $854.2M in proceeds to support 23,302 housing units, 2,366 in 
2015. Bonds must be issued by an entity with jurisdiction in the area of the proposed development, or 
with consent from the relevant entity.  
 
In 2015, THDA allocated $28 million in the aggregate to an amenable local issuing entity. Twenty multi-
family properties in the rural areas of 16 different counties across Tennessee were bundled into a single 
bond issue. The The Health, Educational and Housing Facility Board of the County of Sevier, Tennessee 
accepted the challenge and earned a fee for their general fund.  

There were no viable resources within USDA RD for adequate preservation. The owners were ready to 
sell since the properties were also at the end of their restricted-use agreements. The developments had an 
average occupancy rate of 96% or higher, itself a measure of the substantial need for the units.  The 
buildings were approaching the end of their lives, clearly in need of rehabilitation and renovation. The 
properties selected were primarily garden-style complexes built in the late 1970s and early 1980s. The 
bond issuance sizing allowed for the rehabilitation and modernization of these units. Ownership was 
transferred to new ownership entities, each of which extended the restrictions another 30 years.  

Greystone Affordable Housing Initiatives, a company that provides transaction-management consulting 
services, assisted with this complex financial transaction. Greystone assists affordable housing developers 
and owners with the acquisition, preservation and rehabilitation of properties, including performing due 
diligence, securing financing and managing the construction process.  

 
Financing the Deal  
 
Preserving the units required the assumption and subordination of the existing USDA RD Section 515 
debt, $28 million in multi-family private activity tax-exempt bonds, and purchase of 4 percent federal 
low-income housing tax credits (LIHTCs) by The Richman Group Affordable Housing Corporation to 
provide $17.9 million in equity.   
 
The existing low interest USDA RD mortgages on the 20 properties were assumed by the housing 
sponsors and subordinated to the mortgage securing the bonds. The bond proceeds were used to fund the 
acquisition and construction costs for the renovation and rehabilitation of each project, resulting in 794 
units of newly renovated affordable housing for families and the elderly in the rural areas of Tennessee. 
  
Costs Count 
 
Housing development is not the only area where costs count.  These  efforts  take “due diligence” to         
a new level.    
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Selling bonds for the grouped properties made the effort possible. Individual bond issuance would have 
been cost prohibitive. Open communication between the different entities smoothed the process. The 
beneficiaries are 794 households earning no more than 60% of the area median income. Because many of 
the properties included in the bond deal are located in the most rural areas of the state, the average median 
income levels of eligible families at 60 percent of AMI are particularly low at $27,840 for a family of 
four, and could be low enough to be eligible for a rent subsidy. 
 
  
Construction Planning 
 
Greystone Affordable Housing Initiatives creates efficiencies in the building process also. Its program is 
called Rapid Rehab.  
 
Rapid Rehab is a one-day renovation process to substantially improve the interior of the home(s). 
In a single day (from 7 am ‐ 6 pm), at least six units will be rehabbed simultaneously.  Throughout the 
day cabinets, appliances and bath fixtures are replaced and light fixtures, hot water heaters and HVAC 
systems are upgraded. This 
process continues until all 
apartments in the community 
are complete. Typically, one 
building is completed at a 
time. Prior to the Rapid 
Rehab, site inspections were 
made to document each 
specific unit’s existing 
condition(s). A notice is 
placed on each unit’s front 
door indicating the specific 
rehab date for that unit. Once 
the notice is received, the 
tenant is encouraged to begin 
making the necessary 
preparations, covered in a 
handout distributed earlier. 
 
Each unit is planned to 
undergo $11,000 to $17,000 
in rehabilitation, on average, 
resulting in dramatic 
improvements within these 
communities. The buildings 
will be placed in service by 
the end of 2017.  
 
It is with the cooperation of 
the general contractor, 
subcontractors, property 
management, tenants, and 
Greystone’s overall project 
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management, that the Rapid Rehab process continues to be a success, one substantially upgraded 
development at a time. 
 
The developments are managed by Sherwood Management Company, Inc. headquartered in Atlanta, 
Georgia.  
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Before (above) and after (right) of 
Creekwood Apartments, Carthage TN 
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