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Multifamily Housing Programs 
2004 Pre-application Meeting 

Agenda 

Intmductinns 

Overview of changes to the Qualified Allocation 
Plm 

Overview of changes to the PennHOMES Program 

Review ofthe 2004 Multifamily Housing 
Application mmponents aka .  “Tabs” including 
previous application pitfalls 

Break 

Discussion of Prescn7ation Developments 

William J. Kaons 
Direc-hr of Developmenr 

k3-9 to 9:oo 

Susan M. Belles 
Senior Tax Credit 
Officer 

Douglas S. I3:aughton, Jr. 9.20 t D  9 3 0  
Development Officer I1 

Panel 9:30 io 11:15 

Panel 

1O:OO to 10115 

m3O to 1 2 1 5  

Brian L. Slid1 
Senior Development 
Ufficer 

1 2 1 5  to 1230 
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2003 A v pli cat io n Pi tfdls  

+ 
Tci-rns r i l ~ h u  loan Lire no1 llisclvssd in the commitrncnL ~ W T .  

'I'lic finnncirig letter of intent docs no1 include the 1-equired I anguay .  Each Ieirer must state that: thr: lcnder 
has rcviswtcl ths applisatinn including the operating budgcr: and h a s 4  un their review is  willing lu p~ni:jdc 
the Im1i in the specified amount. 
The pi-cqwsd [innixing i s  iiut cnniniittcd. 
'l'hr: proposed 1cr1-11 of suhrdinnlr hruicjnz is less than tlic J'crinHISUFS l v m  terni. 
Thc sum oflhe trnctinmii tled I C ~ i i 5  and fiikanshg gap exceeds 7.5% uf'thc proposcd developer's fee. 

Rridgc I i i u i i  inlci-cst is classiiicd as cori!itruction lunn inkrest on the dsvsloprricnt budgel. 
Tlic I J J W S ~ U J  pay-in kinis require n bridge l c m  but iiune is noted j ~ i  thc applica1iun. 
T h t  1cndr:r's 1r:ttcr dms ni,l liilly disclose thc tcrrns and tmdilioiis of the laari. 
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Kent Struriui-c 
Lndcrwiring fur PHFA Taxable Ht;lnd dcbt can includc HiW contract rcrits if thc 
c u n t r x t  is extended for 20-yeas by HUT). 
I,-nassis!ed reim shuuld 1-101 exceed nrarket rcrlts as dctcrmhcd by 111c iiiarkct 
study. 
L.xisiing lcrianr rmrs will be limited to a iiiaxinium 7 5  increase post 
rclmh i 1 i r n t i m ,  
Vacancy pwjcclims sliuuld b,t. n minimum 01' 5%. !.hits that arc T ~ D L  competitive 
in the market place ma): haw highei- vacancy raLw 

Sit e <1m-ttroliHUD A p pruvsr is 
+ 

+ 

Site control rncetirig tax credit apylicatinii rsquireinents. 
Tlit sost of acquisjtim alluwcd iii !he dcvelopmenl budger i u  111c lesser of the 
aciual purchase price or '-xi is" value determined by an appraisal? 
'i'he applimiiim should hmJc a lcricr which confirms thr status of any EUKI all 
requircd HUD approvals (k '1'YA: rcnt hcrcas~', application to de-cc~uple a 
S d m  276; stc. i .  

Operating Uudgrt 
+ 

+ 

Tie budpet sliould be prepared within tlic Agericy's publishsd puidclincs and with 
1112 i i ~ p ~ t  from t l r  rnanagwncnt agerit. 
The proposed operatilip cnst slmuld be reconciled with prim- year's actual cwts.  
If ~ h c  prr)pscd budget is lcss than prsvims acnial cost tlic dn-Aopcr inusi 
provide a detailed explslnatjm why the r m t s  are less. 
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PENNSYLVANIA HOUSING FTNANCE AGiENCY 
2004 PemnHOMES 

COMPETITIVE APPLICATION 

PLAN AHEAD 

-- Attend the Prc-Application 

Meeting 

-- Ask Q I I ~ S ~ ~ O I ~ S  

-- Type Of H o u s ~ ~ ~  

-- Select a Gaod Site 

Devehp a Capital Budget 

-- Operating Statements 

-- Obtain Local Support 

-- Know your Partners 

-- Prepare a MarkeUNceds Study 

-- Read Carefully 

I FOLLOW GU1DELTNE.S 

-- Cumplction of Application 

-- Understand the Selection Criteria 

Project Location 

Application Characteristics 

Special Housing Need 

Project Amenities 

Rent Afforda bility 

rAbility t(i Proceed 

SURPASS THE MINTMUM 

-- Ga beyond the Minimum 

Rcqui rcrn cn t s 

TO ARRANGE A 2004 I’ennHOMES PRE.-APPLICATION SITE VISIT, 

CONTACT BlLL KOONS AT 71 7-780-3882. 



Rev. Dcceinbcr 4, 20413 

PHFA'S FINANCING GUIDELINES 

1NTEKEST KATES - 'I'hese rates 3re suhjtcf to change based upon market cundiliuns. 

-25% of the declining mo,rtgagc balancet: which i s  paid from antiud upcratirig incume 
.5fl% of-the declining modgage balance, which i s  paid finm annual opcraling iiicoma 
if HUD Risk Sharing is used (Agency 'l'axable Rand Loans @eater rhan $400,000) 

L-p to $1 million imr~gige 7.5% 
Up to $2 millivn murtpaye ?,O% 
Up IO $4 iiiilliuii mortgage I ,5% 
Over $4 million mortgage 1.0% 

W S T  OF ISSUANCE - 1 % nf the taxable ~nottgagc, or 3% uf the tax-exempt moltgage 



Up to $60,000 iiiust be based upuii reamnabla lagal saivicts provided ONLY for tlie rcal cs l i ik  purrion of t h e  
development and must be supported by t ime sheets. 

Applicatious must cunsist of 10 or more units that are under c.nrniiion nwnersliip, iiianagcrritnl, iind financing. 
Developiiients locaied iii the Cities of  Philadelphia arid Pittsburgh, or Alleghelir; Counry, rnusl cunsist of 15 units or 
inore, except for spacial iieeds housing. Taxable and tax-exeinpt f?naiiced developments gcnsmlly cunsist of 15 units 
or niore; developments with less than I 5  units will be considered if-311 ,Agency guideljiies and fimnix requirements are  
n i e t .  

As siiited: t h e  1'enuliOMES funds are limited: and there are certain restricticlnsas to where w m e u f t h e  fundingso~~rces 
may be used. 'I'htrefure, il is iietxssary to place fundiiig l i i i i i iatinnson a per-unit basis tcr a k w  hrancquinblernethod 
u i  distribuliny riiiids to more devalopmtiits. 'I'he per-unit h i l t a t i o n s  for varifius areas nf-thc Cummonwealth we as 
r d l u w s ;  

Developiiieiits lamed in ParticipxiIig jurisdiclions are l imi ted to S30JUU per iiiiit. Philadelphia dewlopmenlr 
requiring a supponive sen-icc C S C ~ O W  may increase the fii i idiiiprequest to 5?7.5ULI per unit. At tio Time may rha total 
PcmHOMES funds 10 011c rlwelopment exceed F 1 ,SUU,OUI). 

rlevelupments Iwi l te t l  in c u m u n i t i t s  that do not receive entit leinti it allocatiotis under thc Federil HOME Jnvediiiant 
Partnerships P r o p a m  (I+~ii-Participatiiig jurisdictinns) are liin ited ?LI 100 percent ofthe HcrD 22 1 (dx3) p r - u n i t  1 iinis 
for developmeiits with elevators. 

Thr Pc1irrHOMES loan kntl inusl be coterininous with pr i i i i ay  debt h a r i c i n g .  If t1iti-c i s  nu primary debt f i n a r ~ i n g ,  
the PeiinHOLlES loan tertii wil l  not be greater than 30 years. 

Iii the event the loan i s  prepaid, howver ,  restriajvr: cowxiants and 0,ther Federal requiremen% relating 10 [he 
affcrdabil ip, period shall continue. 

Thc loail term for l m h  tamblc  and lax-exempt bond fiiiancing is 3U years 

Payncnt 0 f - h  PcrmHOh.ES fiinds may be deferred for the turn o I I h e  loan. Ilcash flow is avaIlablc: the maxiniuui 
aniiual pri i icipal repayment will be 1:'30 of-ltrc original Iuan pi-incipal ninmiit. 



j 

REPAYMENT TF.KMS 

E111 iiny rcpytnents, dcvelopinenl cash flow will not bc cntireiy dtpleled. All repayments yill only be made after 
suKiciiant funds are available to c w e r  mc nionth uf deb1 service ~myrnaiits un thc fir4 iiiclrtgagedeht fiiimicing or, if no 
first murlgage debt: financing, one munlh uftlie YennHOMES principal repayment. 

For devehpmenis of- 1 1 or Icss units. there are no scheduled loan repaynlctbt requiremeiits froin wailable cash flow. 
However, the Agency may, in its discretion, reyuirc that wailnbla cash bc applied to I-epay outstanding PennHOMES 
pri nc i pa i. 

For Asencg, tir5t murtgage debt hatwing, the debt servicc coverage ratio is; 115%. Jf the firsr tnoitgage is nt l~er t l~ui  
PHFA, the debt service cuverags ratio required is 1 15%. 

90% of repiaccment cost for for-profit developers 
I DO% of  replacemtiit cost lor nonprofit developers 

SUPPORTIVE. SEHVICES ESCKOW 

All general-designnlcd devetupments that are proposed in Philadclphia are required to escruw $5,0W per unit tu pay for 
wppwtive services for the residents. Tkc Agciicy wi ii provide 100% niatch for the applicant’s contributim uf$2,500 
per uiiit. Waivers of this requirement may be obtained frnm the Ageii~y if thc applicant has an alterna~ive method to 
cnver the CUSLS of sewiccs for residents. Please conrac~ the Agency’s Hmising Sentices Rcprcsentative at fi1[);’270- 
1989. 

REPLACEMENT RESERVE 

h1INIMIJM LOAN AMOUNT 

‘h rriinimum lnan amount foi- taxable financing is S I0fl,Wl; the minimum loan mount for tax-txeinpt financing is 
$; 1,000,000, uriles~ there are a sufficitiit iiurnbcr of dcrl:lopments requesting lax-txcmpt. hanc ing  that may bt pxroled 
tngetlier t u  xriw at the SI ,00fl,D410 balance. 



All dsvclopnicnts iiii1s1 reinah rental housing, meeting Lhc low-to-tiloderate i i imrne tenancy requii-einent for Iha 
twin nf the inongage, 01- thirty (XI} years,,as dcterrnined hy the Agency. 

MAYlllIJM INCOME OP TENANTS 

PennHOMES 

A iniiiiinum UI S[I% ctftha units must be r w l t d  lo iarnilics whose inmmes du not exceed 50% of the area 
median iricomc, adjusted for famjly six.  The remaining units niay be rm-ncd to fain i l k s  whose incoines do not exceed 
Wh of the area median incurne: acljustcd for famill; size. Developli~nts may slill house residents with inmmcs o w r  
60% o f  median income, but unly thwe unirs s ~ ~ i 1 1 g  midents at 50% and HI% ufmedian incumeur baluw fur h e    mi 

oftlie PeiinHOhlES I03li are eligible fur hnding riiidcr Ihc Program. 

Tux-Exempt Bond Financing or Federal Low Income Housing Tax Credits 

A rniiiinium uf2O% d l h c  mils rnusl bc rcntcd to pcrsoi~s with incomes at or below 50% of the area median 
income; adjusted by fatilily size; or a iiiinimum 0r40% ofthc units rllust be rented to persons wi th  incnnies at or below 
hfl% o f t l i e  area median income, adjusted fur family s i w  

When using Iwable  bond fiiiancing iiot iiivotving the 1it.u crcdit, at: least 20% ofthe utiits must be rented to 
persons with incomes at 01- below X U K  of the area median inwmc, 

.4 ininimt~m u f X %  of the tiiiits must be rented t u  fiimilies whose incomes do  no1 cxcecd 50% or I f i t  m a  
rricdian iiicoiiie, acijuskd for family size. 'I'his is  for a coiistructiun only loan. 



Socially and EcanomTcaIty Restricted Business Program (SERB) 

The purpose of the SERB Program is to promote the use of small and emerging businessses by giving 
them opportunities to participate in state wntracting. 

Many of the companies that qualify for SERB are too smail to bid as prime contractors on m m t  state 
contracts, however even those contracts may provide subcontracting and joint venture oppartunities that 
would be within the capacity of a small business. The SERB Program encourages prime contradm to 
consider SERB business= when Eeeking supplies and satvices their own companies mannot provide. 

In the RFP process, contracts are awarded accardding to a p in t  system. Each proposal is evaluatec, 
and p in ts  are assigned for the technical aspect of the propo,sal, cost, SERB participation, and other 
possible factors. The total d these points determines which bidder will win the contract. 

How does a business qualify as a SERB? 

A business can qualify as a SERB in one of three ways; 

First, by being certified by the PA Department of General Services as a Minority Business Enterprise 
[MBE) or Women Businm Enterprise (WEE) or 

Second, by being locatad in a Pennsyhania Designated Enterprise Zone or 

Third, by being certified by the U.S. Small Business Administration as a Small Disaduantaged 
Business [SDB) and/or in the 3{a) Business Development Program. 

IN ADDITiON: to qualify 3s a SERB. a company must gross less than $3 million par year ($18 million for 
Information Technology (IT) wrnpanks) and haw 100 or fewer employees. 

Never assume a business qualifies as SERB because it is certified or Is located in an Enterprise 
Zone; you must also verify Its gross annual revenues. Proof of gross revenues can include 3 mecent 
tax or audited financial statement. If the mmpany has subsidiaries or is the subsidiary pf anwther 
company, the total revenue of the company and its subsidiaries must ba under $8 million [$I8 million for 
IT companies]. 

Priority Rankings for SERB points 

Of the maximum number of points available for SERB, a prima bidder can earn: 

Up to 100% if the prime bidder qualifies as a SERB. 

Up to 90% if the prime bidder enters intD a joint venture agreement with a SERB 

Up to 50% if the prime bidder is subcontracting to a SERB (includes purchase agreements.) 

The prime sontractor 15 responsible for verifying SERB status with each contract 

1. If a business claims SERB status because It is DGS-certified, provide a copy d the certificate 
and proof that the company does less than $8 mikm in gross annual revenues ($18 million for 
Information Techno I ogy CO m pa nies 1, 



2. I f  a business claims SERB status because its headquarters is located in a Peennsykania 
Designated Enterprise Zone, provide proof d the headquarters address [such as a kase or 
deed), a statement from the local Enterprise Zona office confirming that the address is in a zone, 
and prod that the company does less than $8 million in gross annual revenues [$IS million for 
I nfmm ation T sch n olagy corn pan iss), 

3. t f  a businass claims SERB status kcausa it is a SDB-certified andlor 8Ia) business. provide a 
wpy of their registration in PRO-Net (pro-net.sba.gcw) and proof that the company does less 
than $3 million in gross annual revenues ($18 million for Information Technology companies). 

include the appropriate verifications in the SERB portion of the proposal. 

Read the RFP and follow it carefully! 

Important information to note: 

1. You name the specific SERB business(es) to which you are making ctjrnmhents. Include 
the campany name, address, and telephone number for each specific SERB business included in 
the proposal. You will not receive credit by stating that you will find a SERB after the contract is 
awarded or by listing several companies and stating you will select one later. 

2. Specify the type of goods or services the SERB business@$) will provide. Specify the timeframe 
for the SERB&) to provide the gmds or setvices and the location where the SERB(s) will p f m n  
these services. 

3. Specify the estimated dollar value of the contract to each SERB. If subcontracting, a signed 
subcontract or latter of intent must be included in the SERB portion of the prnpmal. Also 
Estimate what parcent of the total value of services or products purchased Under the proposal will 
be pmvided by SERBS. 

Bind the SERE portion ssparatejy from the Test of the proposal. [Most RFP5 ask that the SERB section 
b.e sealed in an anvelapel. Only one Copy ctf the SERB section is needed. Be sure to identify your 
company on the outside Df the envelope. 

How do I find qualified SERBS? 

The Bureau of Gontrad Administration and Business Development (BCAED) maintains a database of all 
Minority Business Enterpri$i% (MEEs) and Women Business Enterprises (WBEs) certified by the PA 
Department of General Services. Information on these firms is available on BCABD's website at 
w . d q s  .slle.pa.us. Simply Click O n  Doing Business with DGS, then G m h d  Abminislrakm m d  
Business Dsveprnenf ( M 8 W B E  Prwram), and go ta Searchable Dakbase for P A  Certified Vendors. 

If you have diffjculty using the website to search for MBEs and WBEs, contact BCABD for assistance. 
Please note that the businesses in BCABD's database are coded according to the g o d s  or services 
they are certified to provide. If YOU have problems finding the correct codes far the supplies Dr services 
ynu 3re seeking, you can request a codebaok from BCABD. Contact BCABD by e-mail at E 
c a ~ d i n t e r n ~ t ~ ~ ~ a t e . p a . u s .  If you do not have a-mait, call 717-787-6708. 

For more information on Designated Enterprise Zones, contact the PA Department of Community and 
Economic Dwehpmcnt at 71 7-720-7408 (phone), 71 7-737-4088 (faax), ~r .BkaTfD~/~~~Sfat~, .Pa-us (e- 
mail). Request a list of Enterprise Zona offices. 

f o r  more information on Federal uxtifjcati~n {SDE and/or the 8(a)  program), contact the U.S. Small 
Business Administration at 1-800-tJASK-SBA {pbns). 202-205-7064 {fax), or visil their website at 
W , V . S ~ I ~ . ~ O Y  and cllck an PRO-Net. 



SERB Commitments are Binding 

Commitments to SERBs made at the time of proposal submittal or contract negotiation k m e  part of 
the resulting contract and must be maintained throughout the term of the contract. Any proposed 
changa must be submitted to and approved by BMBD. 

h in t  Ventures 

A Joint Venture is an association of two or more companies to carry out a project for profit. A Joint 
Venture generally requires a shared interest in the prhrmance of a common purpose. After the project 
is completed, the hint Venture terminates. 

The Joint Venture relationship is mated by a mnhd between two or more companies. Each invests 
its money, labor or skills in the venture. The profits 3m divided between them. 

All parties must agree on the terms of the contract &fore a Joint Venture relationship exists. 

Co-ownership of the project is one indication of a true Joint Venture, which occurs when two or more 
companies p ~ o l  their resources in a common enterprise camprisad of equal obligations and benefits. If 
the contract indicates that one company is merely employed to prwda certain good3 or perfarm certain 
services and has no financial interest in the enterprise other than cnmpensation, there is no &mint 
Venture. When a company has invested nothing in or contributed nothing to the project, there is no 
Joint Vedure. 

Generally, shared interest in the profits and losses resulting from a project is indicative of a Joint 
Venture. The participation in profits is an indispensable requisite of a Joint Venture relationship. The 
absence of participation in profits is conclusive that it is not a Joint Venture. 

The burden of proving a Joint Venture is on the party who asserls it. 

Examples of evidence indicating a Joint Venture relationship include: 1) showing a checking account 
with the Joint Venture name, 2) providing a copy d the contract establishing the Joint Verdure, 3) 
providing an individual income tax return showing Joint Venture income, 4) documenting a pooling of 
assets into a common enterprise with a division of profits, 5) providing evidence of a parity in direction 
and management, and 6) showing proof of the securing of insurance in the name of the Joint Venture. 

If asserking a joint venture with a SERB, the Joint VmturE Agreement must be incluckd in the SERB 
portion of the proposal. 

For more information on Jwint Ventures, contact BCABD’s Evaluations Unit at 71 7-787-7629. 

For more information on the SERB Program contact: 
PA Bureau of Contract Administration and Business Development 

623 North office Building, Harrisburgr PA 17125 
E -mail: ps -ca bdintjmeM3st ate. pa. us 
717-7374708 or FAX: 717-772-0021 

To reach our Western RagimaI Office, a-maij cjumb&stat-e.pa,us or call 41 242-5872 


