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Multitamily Programs
Revised Summary of Modifications
2004 Qualified Allocation Plan & Program Guidelines

This is 4 sumunary of changes that may impact the application process. The Agency may amend ar
supplement the Apphicanon andéor Guidelines and will post the related inforrmation on its wehsite,
wiyww phiworg.  All applicanls are encouraged o review the Agency’s website prior to completing and
submitting an application.

Change in Address
« The Agency’s new street address is shown below,  All applications must be submitted o this
address.

Zi 1 Norih Tront Strect
Harrsburg, PA 171401

Application Submisston
s The application deadline tor Cyele 2 applicants seeking Low Income Housing Tax Credits and/or
PennHOMES funds is 3:00 PM on April 9, 2004, I as anticipated  that snncuncement of
Pennl1OMIS Feasibility approvids and Tax Credit reservations will be made in September 2004,
Please note the applications are due by 3:00 PM. nut by the close of the business day.

Program Guidelines

» A Regquest Jor Proposal (RFP) for developments seeking tax-cxempt Tinancing has been issuud,
Applicalions are being accepied on g first come, {irst serve basiz. Flease refer to the RED and the
Application Instructions for related informaricon.

»  Applications for consideration under the Low Income Housing Tax Credit Homeownership
Choice Ser-Aside will be aceepled on  lirst come, first serve basis. Please reter 1o the 2004
Qualilied Allocation Plan for more information. The Addinonal Tax Credit and Preservation Set-
Asides are closed,

» Chperating Txpense ranges Jor all regions are available on the Agency’s web site al
www PHI A org.

»  Low Income Housing Tax Credit Rates are posted (and reanlarly updated) on the Ageney's
websile,

o Legal foes (excluding syndicavion legal fees) are now limited to Salk0i.

v The State Colluge Metropolitan Area has been eliuinated [rom the st of Dilfeul 1o Develop
Avreas and therelore, will not qualily for the 130% boost in e s credin basis.

Funding Limitations

= MNew Maximum Fer Unil Low Income FHousing Tax Credil Basis Limits are in Exhibin MAX
Basis of the Program Guidelines,

« The maxnnum allocation of Tax Credits 1o any one development is none S 1L660.A00.

« The maximum PepnHOMES loan for developments in Participating  Jurisdictions remains
S30 000 per unit or 1,500,000 per development, whichever is less.

*  The maximum Pennl IOMES loan tor developments in Non-Participating Furisdictions is found in
Exhibir 221d3 of the rogram Cruidelines.
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Program Fuading

The PennHOMES Program for 2004 will have $15,000,000 for developments in Participating
Jurisdictions. OFf this amount, 312,000,000 wiil be available for general program funding and
$3.000,000 will be available for developmients submitted in the Preservation Ret-azide. It is
anticipated that the $3,000.000 for the Preservation Scl-Aside will not ba available in Cyele 2.
The PennHOMES Program for 2004 will have F12,200.000 dor developments in Nan-
Participating Jurisdictions.  Of this amaount, $9.800,000 wiil be available for general program
funding and $2.400,000 will be available for develupments submitted in the Preservalion Sel-
Aside.

Low Incone Housing Tax Credits for 2004 tota] approximately $26,000,000. Please refer o the
Qualified Alloeation Plan for information on the various set-asides. Il 1s anticipated that Cyele 2
will have approximately $%,400.000 Tax Credits for the Regional Sel-Asides and $1,3 14,000 Tax
Credits for the HCE Set-Aside,

Selection Criteria:

The Selection Criteria has been amended for 2004, 1n addition, the Agency has adopted a 173
minirnam peint threshold {or applications. Applicants should review the criteria carefully to
determine changzes thal may affect their proposals,

Fhe estimated market pricing of the Low income Housing Tax Credits, net of all svndication
costs, will be $.78 in Cvcle 2.

PennHOMES Policy Updates

Beginning in 2004, the Agency will allow for the disbursement of all sofl financing, including
Pennl LOMES funds, prior wo the payout of owner's equity, The owner must pest a letter-of-credit
at imitial construction ioan closing for the amount of the equity to be disbursed during the
construction perivd,

Reginning in 2004, the Agency will require that only 0% of exeess rovenog be used o repay the
PennHOMLES loan, Excess revenue will be determined by the Agency at vear end hased upon
review of the properties annval audited financial statements. Upon review. the Agency will
approve the amount due for repayment of the PennOMES loan and vwner distribution.

The Agency will allow an equily bridee leader to secure the property as collateral for the Joan 1f
the loan is coterminaus with the consiruction peried and subordinate o any and all Agency loans.

The Agency will deler uniil construction completion the deposit of all cash funded operating
reserves and escrows.

Construction cost savings will be deposited iato an escrow account. AT the end of the initial
operating vear and upon review of the Mnancial status of the development. the Agency may
release up to 50% of the savings (o the owner o pay deferred developer’s fees (iFapphicable) and
S0%5 1y the Anency to repay the PennHOMES loun,

Developments seeking PennHOMES funding will be underwritten with the equily amount
documented in the syndicator’s lerter, net of abl syndication costs, or $.78 per credit, whichever iz
higher. 1f the actual, net of ali syndication costs, 15 less thar $.78, the developer’s fee will be
used to fill the gap.

All developments seeking PennllOMES funding must include supportive services to meer the
needs of the targeted Tenam population. The services must be identified in a supportive services
plan and accounted for financially.




Application Jssues
BPevelopments secking a reservation of Low Income Housing Tax Credits should be aware that the

Avency 15 reating cenlain capital costs as [ollows;

Line Ltcm Total Acquisition Basis Rehabhbilitation Basis
. _..|Froject Cost
Appraisal 10095 I Acquisition Tax Credits are - Mang

baing sought, then only a prorated
porticn {building value divided by
the total land and butlding
acquizition cost) of the cost should
* be included in basis.

Other 1009, © " Same proration as applicablc ta the | None
Acquisition Cost | appraisal cost.
Tax Credir 100% A prorated poction of the cost equal | Balance of cost or 100% of the
Reservation and to the percentage of Acquisition cast if no Acquisition Tax
. Allocation Fees Tax Credits 1o total Tax Credits, - Credits are being sought,
Cist 1% ar The same proration as the Lax *‘L'he same proration as the Tax
Cerlification | 510,000 Credil Reservation and Allocation Credit Reservartion and
whichever 15| Fec. Allocation Fee.
e C dess : e
, Title and L 100% ' Same proration as applicable to the | The balance of the cost. 1t the

© Recordin | appraisal cost. development is not seekin
g _ P eking
Acguisition Tax Credits then

none of the cost should be
R ) meluded 1 basts,
Koft Cost None None None
Contingency : _ .
Mevelapment W junded 1n None None of the OPCraling rescrve
Contingency cash. 1. will be included in the “need”
Fund CIFa letter-of- caleulation for delennining

: credit, none. t Tax Credits.

The Multifamily Housing  Application and Guidelines are available on the Agency’s website
it phiacocgprograms/multifamilvAindes.btm Mulifamly Application Package and Guidelines.
Applicants may also contact the Agency (717-780-38827 10 olwain the information on CL-ROKM.
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2003 Application Pitfalls

Developmert Symopsts
s The synopsis is inaccurate andior inconsistent with the application.
Crre Application

« Information 15 missing or inconsistent with the appiication.
* Dudgets include costs that exceed the limis published in the Development Cost Limits exhibit w the
Program Cuidelines.

Selection Criieria
»  Dgcumentation in the application does not support the sel (=scoring conpleted by the sponsor.
Muarket Studvillousing Needs Assessment

o Market Study not submitted.

o Study completed without requesting the PHFA Housing [nventory Request form,

« The study is completed without using local comparables or a reasonable explanation why local comparables
were not used.

s The quality of the market siudy needs to improve. An example: an elderly development has an overall
caplure tate between 35 and 40%. The analyst cornments on the affordable housing options omly included
the cost Lo purchase a home and mentioned nothing wboul the other developments included in the overall
caplure rale caleulation.

s The address and photographs of the comparable developments did not agree with each other.

o The absorplion period 1s being estimated using data from developments that arc not within a reasonable
distance of the subject.

o The sudy does nol adequately discuss the potential impact that the subject may have on existing
developments.

v The study does not follow-up on negative comments received {rom interviews with local ofhicials or
Oroamzations.

o Apention to detail and accuracy of inforemation needs to mprove,

o Developers must review, analvze, and mieerate the results of the market study mio the application.

Kohemaiic Plosns

e The submission 1s not complele,
e Plans do not support the varous cerhilications.
« The locanon ol aceessible and bearing/vision units are nol shown on the floor plans.

.on {“]
- ke el eS8 .W,KB_.
Sife Coptred Cor e + e \4—61.!1.& .
"ﬂﬂ ':l.J?- o 'r _F 2,1_) 1\} J 16
s Sitc control is not provided through the required date. gwf : qf

e Inconsistencies with the name of the varous parties throughout the site control documents. (i.e. seller listed
an the agreement of sale is not the same entity on the deed).

Jancary 2= ]



2003 Application Pitfalls

Certification of Building Ameniries/Energy tfficiencies/Unit Amenities

e |he certification is not consistent with the application docwmentation.

RN
Locativon Mo i i Ao :
e

« The map docs not clearly refercnce the sile in relation to the favorable neighborhood characteristics.

s Maps and color photos are not included in the application.

« Poims arc being requested for favorable neighborhood characleristics which are not detailed on the location
map.

« The map is of poor guality,

Special Needs housing, Supportive Services, Families in Transition

o Service Provider Questicnnaire is not submitted with the application.

o The supportive service plan is not speeific to the development.

=  The plan docs not identify the location of where services will be delivered (1. on sitc. w the service
provider’s office, ete.) or 11 not on site, the method by which the residents will pet there?

+ ‘The plan does not clearly define the methods to outrcach or inlurm the residents abour the availability of
SErVICes.

s The plan does not clearly deline the statfing required for serviee delivery or coordination. The plan does
not clearly delime the number ol hours that staff will be on site addressing the needs of the residemts.

e If an cscrow is capitalized 1o provide cash for service delivery, the plans have lacked details regarding the
use of the escrow (i.e. the schedule of pay-ouls w determine the length of time the cserow will be availahle
for services),

o Leuers of intent o provide services from community based organizations or evidence of coerdinauon with
coOmmunily resources 1s not specific to the residents of the proposed development.

Development Tean bxperience

» The certifications from the tcam members are not included or are incomplete,
« Certificatioms [or expenience 10 other states have not been forwarded w0 the appropriate state for completion.

Statement of Prodable Construction Costs

o A breakdown of demwolition,. off-site improvements, and site work is not included in the application.

» |he statement did not include the cost allocated to commercial space. Copies of cuitent leases must also be
provided when the development has oceupied commercial space.

s The Statement of Frobable Canstruction (nsts 15 inconsistent with the Development Budget.

Lrilities

o Owmer paud ulihity ¢ost do not include meter charges and are not caleulated using a professionally prepured
estimate of vsage and current utility rales.
*  Documentation 15 not applicable to the type of building or 15 outdated.

January 2. ?



2003 Application Pitfalls

« Documentation does not indicate which urilities are the respunsibility of the tenanmt and which arc the
responsibility of the owner.

¢ Dievelopers have inaccurately caleulated project paid sewer and water rates by using the number of meters
instead of the nomber of umts.

» The applicant does not provide documentation supporting how the atihty cost was calculated.

Construction Firancing and/or Permanernt Financing Lerters of Iatent

»  Terms ol the loan are not disclosed in the commitment letter.

The financing letrer of intent does not melude the required langnage.  Fach letter must state that the lender
has revicwed the application wmeluding the operating budger and hased on their review is willing w provide
the loan in the specified amount.

The proposed Oinancing 15 not commitied.

‘The proposed term of subordinate financing is less than the PennHOMES loam term.

o The sum ol the uncommitted loans and financing gap exceeds 75% of the proposed developer’s fee.

Bridee Loan Financing

* Bndge loan interest 1s classified as construction loan interest on the development budged.
o The investor payv-1n terms require a bridge loan but none is noted in the apphication.
e The lender’s letier does not [ully disclose the terms and conditions of the loan.

Syndication Information

o The syndicator’s letter 1s not complete.
s  When the financing plan also includes the syndication of Historie Rehabilitation Tax Credits. the investor
letter does not provide a breakdown of the equity generated from the two credits.

Clperating Budget

The budget 1s not completed according to Agency instructions.

The operatng budget did not include the Replacement Reserve,

The controllable annual operating expenses are not within the published expense ranges.

Teal estale tux documentation and insurance quodes are not included in the application.

» Tor preservation developments, the operating budget submitted with the application is not reconciled with
previous vears' actual operating numbers.

Rental fncome

e The meorrect calcwlation of rental imcome has been the nurmber one reason for the rewn of recent
applications for both PennHOMES and Low Income Housing Tax Credits. The problem stems from using
neantect rents or temts which cxeoed the market,

»  Of (he unis which are assisted with PennHOMES funds. one-half MIST be income and rent testricted for
households a1 or below 30% of the area’s median iwcome. The remaining PennHOMES assisted units imay
be mecome and rent resteicted at 60% of the arca’s median income,  For those units seeking only Low
income lousing Tax Credits. the maximum income and rent restriction is 60% of the area’s median income.

Jenuar, Z0414 k!



2893 Application Pitfalls

s Without exception, the rent of & PennHOMES assisted unit can not exceed the lesser of {1} the maximum
rent par unit size per the respectuve neome restriction, (2) the published fair market rent, or (3} market. A
development seeking only Low Inecome [ousing Tax Credits is limited to items (17 and (3) only.

« For preservauon developnients seeking PennHOMES funds, the rent paid by the wenant upon completion o
the rehabilitation can not be incicased by more than 7% of the rent paid prior 1o the start of rehah.

L 2003



The Pennsvlvania Housing Finance Apency
Mululamily Housing Development Programs
2004 Program Year

Issues relevant to Preservation Developments:

Rent Struciure

Uinderwriung for PHFA Taxahle Bond debt can include HAP contraet rents 1t the
contract is extended for 20-yvears by HUTL

Unasststed rems should not exceed muarket rents as determined by the market
study,

Existing twnant rents will be limited to a2 maximum 7% increase post
rehabilitation.

Vacancy projections should be a minimum of 5%, Units that are not competitive
in the market place may have higher vacancy rates.

Site Control/HUD Approvals

Site control meeting tax credit application requirements.

The cost of acquisition allowed In the development budger is the lesser of the
actual purchase price or “as is™ value determined by an appraisal?

The application should have a letier which confirms the status of any and all
required HUD approvals {i.c. TPA, rent increase, application to de-couple a
Section 236, ctc.).

Operating Budget

The tudeet shouid be prepared within the Azency’s published guidelines and with
the mput from the manapement agent.

The proposed operating cost should be reconciled with prior vear's actual costs.
If the proposed budget 15 less than provious acmial cost the developer must
provide a delailed explanalion why the costs are less.

Financing Structure

The applicant should he awarc of any and all 1ssues that impact the development
budgel stemming from the assumption ol existing dehi.

An IRP loan can be sized using 100% of the lowest vears™ remaining paynients
ior debt service. (If requesting 1'ax Credits, the IRP loan should be prorated and
deducted Trom the acquisition and rehabilitation eligbie bagis.)

The Ageney may use g Mlurcated taxable bond structure 1f the development bas a
20-yvear HAP contract and rents in excess of program lLimits. (An example
follows.)



Physical Needs Assessment/Environmental Testing

The report must be completed by a qualified firm.

The apphcation should address the environmental issues outlined in the report.
+ The proposed scope-of-work should meet the needs as outlined in the PNA,
¥ind the proper balance between repairing and replacing items now ot laler.

Regulatory Lssues
s ldentify those issues that you can and can not control.
¢ Understand the potential impact that new or existing regulatory issues may have
on your development.
* Arc there zoming, building code, or other governmenial approvals that will he
necessary to obtain? If so, what is the time frame 1o receive the approvals?
» Don’t assume anything!

PIFA
o KO PEEMANENT DISPLACEMENT WILL BE ALLOWED,
o Give usacall earty in the process and 11 seeking an Agency loan (PennlJOMES or
Taxable Bond). request a pre-application site inspection.



Bifurcated Financing Example

Sizc of Unit | Numtber of | Proposed Rent | Program Limit | Market

L Lmits : : Rent
One- | L0 Z0-year HAP currently © 60% Rent or FMR | $360
Bedroom at $375 $535

In this scenario. the {irst portion of the debt would be caleulated using the Program Limn
rent of 335 Lo deternmine the NOT. Afwer applving 115% D&C Raue 1o the NOI, the
remaiming NOT will be used to amortive a loan over a 30-yvear term. Examiple:

"Nurmber of LT_- __ Program Linlﬁ-]"{en_l_s_ B Annual Budge_f_
100 $535 5642.000
MW . - =

Operating Expense 'i:r_g;l_'_u'nit

' §350 $420,000

~Net Operating Income I LY 000

~ DSCRatio!  113%

- 1 NI available for debt | $193,043

R Deb %enlu: (onstant (7% for 30- ua__rb) Q798

L :__ | Iirst portion of debt _ $2.419,110

The second portion of the debt would be calculated using the difference in the Proposed
Rents and the Program Limit Rents 340 with 4 loan termn of 20-vears. Example:

“Number of 1nits Difference in Rents [ Annoal Budt?l

- 10 $40 S48.000 |
- e DSC Ratig 11_5%]
o NOT available for debt $41.740 |
~ T Debx Service Constant (7% | or 2-years) 930 |
- Second portion ol debt S448 817 i

In this case, the Agency would provide two loans totaling $2.867.927. This mcthod of
determining the Taxable Bond Debt 18 used only when the FLAP rents cxceed program
limits.



PENNSYLVANIA HOUSING FINANCE AGENCY
2004 PennHOMES
COMPETITIVE APPLICATION

e PLAN AHEAD . FOLLOW GUIDELINES
-- Attend the Pre-Application -- Completion of Application
Meeting -- Understand the Selection Criteria
-- Ask Questions # Project Location
-- Type of Housing o Application Characteristics
-- Select a2 Good Site e Special Housing Need
-~ Develop a Capital Budget o Project Amenities
-- Operating Statements * Rent Affordability
-- Obtain Local Support s Ability to Proceed
— Know vour Partners e SURPASS THE MINTMUM
-- Prepare a Market/Needs Study -- (0 beyond the Minimum
-- Read Carefully Requirements

TO ARRANGE A 2004 PennHOMES PRE-APPLICATION SITE VISIT,
CONTACT BILL KOONS AT 717-780-3882.



Rev, December 4, 2003

PHFA’S FINANCING GUIDELINES

NON-REFUGNDABLE APPLICATION FEE - Lesser of 323 perunit or $1,000

CIL.OSING FLE - $2.500

INTEREST RATES - These rates are subject to change baged upon market conditions.

ConStruction &%
Taxable G.25%%
Tax-Exempm 3.25%
PennHOMES 0%

ANNUAL LOAN SFRVICE FEE (BOND FINANCING ONLY)

Upto §1 miliion AT75%
Upto $2 million 250%
U o 34 mullian 200%
Owver £4 million A125%

ANNUAL CREDIT ENHANCEMENT/MORTGAGE INSTRANCE PREMIUM (MI1*)
25% of the declining mortgage balance, which is paid from annual operating imcome

30% of the declining morgage balance, which is paid from annual operating income
if HUD Risk Sharing is used {Agency Taxable Bond Loans greater than $400,0060)

HMORTGAGE LOAN ORIGINATION FEE (BOND FINANCING OONLY}

Lipto §1 million mortgage 2.55%
Up ta 32 million montgage 2.0
Up o 34 million mortgage |.5%
Over $4 million mortzage 1.0%

INFTTAL CREDIT ENHANCEMENT FEE/MORTGAGE INSURANCE PREMIUM (MIF)

30%% of the mortgage amount

COST OF 13SUANCE - 1% of the taxable mortgage, or 3% of the tax-exempt moitgage
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LEGAL COSTS

Up to $60.000 must be based upon reasonable lepal services provided ONLY for the real ¢slate portien of the
development and must be supported by time sheets.

MINIMUM NUMBER OF UNITS

Applications must consist of 10 or more units that are under common ownership, management, and [inancing.
Developments located in the Cities of Philadelphia and Pinishurgh, or Allegheny County, must consist of 15 units or
more, except for special needs housing. Taxable and tax-exempt ftnanced developments generally consist of 13 units
or more; developments with less than 15 units will be conszidered if all Agency guidelines and finance requirements are
met.

PER-UNIT FUNIHNG LIMITATIONS

As sidted, the PennHOMES funds are limited. and there are certain restrictions as to where some of the funding sources
may be used. Therefore, it is necessary to place funding limitations on a per-unit basis to allow for an equitable method
of distributing [unds to more developments. The per-unit Bmitations for various areas of the Commonwealth are as
Firllowes:

Developments located in Participatng jurisdictions are limited to 530,000 per unit.  Philadelphia developments
requiring a supportive Servics C5erow may increase the funding request to $32.500 per unit. At no tune may the total
PennHOMES funds 1o one development exceed $1,300,000.

Developments located in communities that do not receive entitlement allocations under the Federal HOME Investment
Partnerships Program {(Non-Participating jurisdictions) are limited to 100 percent of the HUD 221{d{3) per-unit limits
tor developments with elevators.

TERM OF LOAN

The PennHOMES loan tenn must be coterminous with primary debt financing, It there is no primary debt financing,
the PennHOMES |oan term will not be greater than 30 vears.

In the event the lean is prepaid, however, restrictive covenants and olher Federal reguirements relating o he
atfordability period shall cortinue,

The loan termn tor both taxable and lax-exempt bond financing is 30 years.

AMORTTZATION OF PENNHOMES

Payment of the PennHOMES funds may be deferred for the torm of the loan. I cash Now is available, the maximum
annual principal repayment will be 1/30 of the original lean principal amount.



sl

REPAYMENT TERNMS

Developments with |2 or maove units with ¢ash flow will dedicare excess cash flow first to cover a one-year payvment of
the PennHOMES loan. Any remaining cash flow may be used to pay one year of owners” return on cquity, 1f excess
cash {low is still available afier payment of the PennHOMIES loan and owsers’ retirn on equity, proceeds will be
distributed evenly between accumulated balances of PennHOMES and return on equity,

On any repavments, development cash flow will not be entirely depleted. All repayments will only be made atier
sufficient funds are available to cover one month of debt service payments on the first mortgage debt financing or, if oo
first morigage debi financing, one month of the PennHGMES principal repayment.

For developments of 11 or less units, there are no scheduled loan repaymient requirements from available cash flow.
However, the Ayency may, in its discretion. require that available cash be applied to repay outstanding PennHOMES
principal.

DEBT SERVICE COVERAGE RATIO
For Agency first mortgage debt financing, the debt serviee coverage ratio is 115%. It the first mortgage is other than
PHFA, the debt seryice coverage ratio reguired is 115%,
" LOAN-TO-VALUE RATIO/FREQUITY REQUIREMENT

80% of replacement cost for for-profit developers

100% of replacement cosl for nonprofit developers
SUPPORTIVE SERVICES ESCROW
All general-designated developments that are proposed in Philadclphia are required to escrow $5,000 per unit to pay for
supportive services for the residents. The Agency will provide 100% mateh for the applicant™s contribution of $2,500
per unit. Waivers of this requirement may be obtained from the Agency if the applicant has an alternative method to

cover the costs of services for residents. Please conract the Agency’s Housing Services Representative at 610:270-
1985,

REPLACEMENT RESERVE
Elderly 5296
Family 400
SRO $183

All amounts ara per unil per vear.
Plus $20 per room per year [or painting and decorating

MINIMUM LOAN AMOUNT

‘The minimum loan amount for taxable financing is S108,000; the minimum loan amount tor tax-exempt financing is
$1.000,000, unless there are a sufficient number of developments requesting tax-exempt financing that may be pooled
together to armive at the 51,000,000 balance,



AFFORDABILITY PERIOD
All developments musi remajn rental housing, meeting the low-to-moderate income lerancy requirement for the
term of the mortgage, or thirty (30} vears, as determined by the Agency.
MAXTMUM INCOME OF TENANTS
PennHOMES

A minimum of 50% of the units must be rented to familics whose incomes do not exceed 50% of the area
median ncome, adjusted for family size, The remaining units may be rented to families whose incomes do not exceed
60% of the area median income, adjusted for tamily size. Developments may sull house residents with incomes over
6% of median income, but only those units serving residents at 30% and 60% of median income or below for the term
of the PennHOMES loan are eligible for funding under the Program.
Tux-Exempt Bond Financing or Federal Low Inceme Housing Tax Credits

A minimum of 20% of the urils musl be renfed to persons with incomes at or below 509 of the area median
income, adjusted by {amily size; or a minimum of $0% of the units must be rented to persons with incomes at or below
£0% of the area median income, adjusted for family size,
Taxable Bond Financing

When using taxable bond financing not involving the 1ax credit, at lcast 209% of the units must be rented to
. persons with incomes at or below 80% of the area median income,
Construction Loan Program

A minimum of 20% of the units must be rented to families whose incomes do not exceed 50% of the arca

median income, adjusted for tamily size. This is for a construction only loan.

The information eontained in this term sheet is subject to change at the Agency®s sole discretion.



Socially and Economically Restricted Business Program (SERB)

The purpose of the SERB Frogram s to promate the use of small and emerging businesses by giving
them opportunities to participate in state contracting.

Many of the companies that qualify for SERB are too smail to bid as prime contractors an most state
contracts, however even those contracts may provide subcontracting and jeint venture opportunities that
would be within the capacity of & small business. The SERE Program encourages prime contractors {o
consider SERB husinesses when seeking supplies and services their own companies cannot provide,

In the RFP process, contracts are awarded according to a point system. Each proposal is evaluated,

and points are assigned for the technical aspect of the proposal, cost, SERB participation, and other
possible factors. The totai of these points determines which bidder will win the contract,

How does a business qualify as a SERB?Y
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 Business Enterprise (WEE) or

Second, by being located in a Pennsyivania Designated Enterprise Zone ar

Third, by being certified by the 1.8, Small Business Administration as a Small Disadvantaged
Business {SDB) and/or in the 8{a) Business Development Program.

IN ADDITION: to qualify as a SERR, a company must gross less than $8 million per year{$18 rnillion for
Information Technology (IT) companies) and have 100 or fewer employees.

Never assume a business qualifies as SERB because it is certified or is located inan Enterprise
Zone; you must also verify its gross annual revenues, Proof of gross revenues caninclude a recent
tax or audited financial statement. H the company has subsidiaries or is the subsidiary of another
company, the total revenue of the company and its subsidiaries must be under $8 million ($18 million for
IT companies).
Priority Rankings for SERB points
Of the maximum number of points available for SERB, a prime hidder can earn:

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

Up to 80% if the prime bidder erters into a joint venture agreement with a SERB.

Up to 50% if the prime bidder is subcontracting to a SERB (includes purchase agreements.)
The prime contractor is responsible for verifying SERB status wit/r each contract
1. If a business claims SERB status because it is DGS-certified, provide a copy of the certificate

and proof that the company does less than 58 millicn in gross annual revenues ($18 million for
Information Technolegy companies),
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If a business claims SERE status because its headquarters is located in a Pennsylvania
Designated E nterprise Zone, provide proof of the headquarters address (such as a lease or
deed), a statement from the local Enterprise Zone office confirming that the address is in a zone,
and proof that the company does less than 8 million in gross annual revenues ($18 mithon for

Information T echnology companies).

if a business claims SERB status because it is a SDB-certified andfor 8(a} business, pravide a
copy of their registration in PRO-Net (pro-net.sba.gov) and proof that the company does less
than $8 million in gross annual revenues {318 million for Information Teshnology companies).

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

Read the RFP and follow it carefully!

Important information to note:

1.

You must name the specific SERE business{es) to which you are making commitments. Include
the company 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 condract is
awarded or by listing several companies and stating you will select one later.

Specify the type of goods or services the SERB business(es) will provide. Specify the timeframe
for the SERB(s) 1o provide the goods or services and the location where the SERB(s) will perform

these services.

Specify the estimated doilar value of the contract to each SERB. If subcontracting, a signed
subcontract ar letter of intent must ke included in the SERB porticn of the proposal. Also
estimate what percent of the total value of services or products purchased under the proposal will

be provided by SERBs.

Bind the SERE portion separately from the rest of the proposal. (Most RFPs ask that the SERB section
be sealed in an envelope). Only cne copy of the SERB section is needed. Be sure to identify your
company on the outside of the envelope.

How do 1 find qualified SERBs?

The Bureau of Contract Administration and Business Development (BCABD) miaintains a database of all
Minority Business Enterprises (MBEs) and Wamen Business Enterprises (WBEs) cerlified by the PA
Department of Genersal Services, Information on these firms is available an BCABD's website at
www . dgs . slale pa.us. Simply click on Doing Business with DG S, then Contract Administration and

Business Development (MBEAMBE Program), and go to Searchable Dalabase for PA Certified Vendors.

If you have difficulty using the website to search for MBEs and WBEs, contact BCABD for assistance.
Piease note that the businesses in BCABD's database are coded according to the goods or services
they are certified to provide. If you have problems finding the correct codes for the supplies or services
you are seeking, you can request a codebook from BCABD. Contact BCAED by e-mail at gs-
cabdinternet@state.pa.ug. If you do not have e-mail, call 717-787-6708.

For more information on Designated Enterprise Zones, contact the PA Department of Community and

Econornic Development at 717-720-7408 (phone), 717-787-4088 (fax), or skartorie@state.pa.us (e-
mail}. Regquest a list of Enterprise Zone offices.

for more information on Federal centification {SDB andfor the 8{a) program), cantactthe U.S. Small
Business Administration at 1-800-U-ASK-EEA (phoneg). 202-205-7064 {fax), or visil their website at

www £h5.90v and click an PRO-Net.



SERB Commitments are Binding

Commitments to SERBs made at the time of proposal submittal or contract negofiation become part of
the resulting contract and must be maintained throughout the term of the contract. Any proposed
change must be submitted to and approved by BCABD.

Joint 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 periormance of a common purpese. After the project
is completed, the Joint Venture terminates.

The Jaint Venture relationship is created by a contract between two or more companies. Each invests
its meney, labor or skilis in the venture. The profits are divided beiween them.,

All parties must agree on the terms of the contract before 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 pool their resources in a comnmon enterprise comprised of equal cbligations ard benefits. If
the contract indicates that one company is merely emploved to provide certain goods or perform Certain
services and has no financial interest in the enterprise other than compensation, there is no Joint
Venture. When a company has invested nothing in or contributed nothing to the project, there is no
Joint Venture.

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 paricipation in profits is conclusive that it is not a Joint Venture,

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

Examples of evidence indicating a Joint Venture relationship include: 1) showing a Checking account
with the Joint Venture name, 2) providing a copy of the contract establishing the Joint Veniure, 3)
providing an individual income tax return showing Joint Venturs income, 4) documenting a pooling of
assets into 8 common enterprise with a division of profits, §) providing evidence of a parity in direction
and management, and 8) showing proof of the securing of insurance in the name of the Joint Venture.

If asserting a joint venture with a SERB, the Joint Venture Agreement must be included in the SERB
portion of the proposal.

For more information on Joint Ventures, contact BCABDY's Evaluations Unit at 717 -7 87-7629.

Far more information on the SERB Program contact:
PA Bureau of Contract Administration and Business Development
613 North Office Buiding, Harrisburg, PA 17125
E-mail: gs-cabdinternet@state. pa.us
T17-787-68708 or FAX: 717-772-0021
To reach our Western Regional Office, e-mail cjumba{@state pa.ug or call 412-442-567 2.
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