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SUBSIDY LAYERING INFORMATION
GUIDANCE FOR SUBSIDY LAYERING REVIEWS

Federal law requires HUD or its delegated representative to perform a subsidy layering review when there is a possibility that more than one source of federal, state, or local governmental assistance may fund a transaction.  

A subsidy layering review is required if the transaction:

· will be utilizing new LIHTCs; 

· has existing LIHTC that is still generating positive tax benefits (i.e., during  the 10 year period after having been placed in service); 
· is receiving new federal, state or local capital resources (e.g., HOME funds)

· has a Section 8 HAP Contract; or

· has an Interest Reduction Payment contract as a former HUD Section 236 property. 

A subsidy layering review is not required if the transaction:

· either does not have LIHTC or has LIHTC that is no longer generating positive tax credits and does not have any of the other subsidies listed above

1. If the transaction is or will be receiving a capital subsidy, such as LIHTC or HOME-funded grants or debt, a Sources and Uses Statement must be completed.  Sources and Uses Statement forms for New Construction or Substantial Rehabilitation transactions, on the one hand, and Acquisition or Refinance transactions, on the other hand, are included below.

2. If the transaction is or will be receiving assistance over a period of time, such as project-based assistance under Section 8 of the United States Housing Act of 1937 or an Interest Reduction Payment contract, the Borrower must provide a Pro Forma Annual Operating Statement for the property, including both the government contract payments and the projected debt service for the new loan.   A projected Debt Service Coverage (DCR) must be calculated and shown. Generally, HUD will be looking for a DCR of not less than 1.10 and not more than 1.45.
3. If a transaction has both a capital subsidy and is receiving assistance over time, both the Sources and Uses Statement and the Pro Forma Annual Operating Statement must be provided.

WHAT WILL BE SUBMITTED

The following forms should be completed and submitted to either the state housing credit agency or through Fannie Mae to HUD:
a.
HUD Form 2880 
b.
This Form 4672, Fannie Mae/FHA Risk Sharing Subsidy Layering Information, and/or Pro-forma Operating Statement with DCR calculation as required per the guidance above
c. 
For transactions that involve the syndication of new Low-Income Housing Tax Credit and related benefits, a copy of the letter from the state housing credit agency awarding the tax credits, as well as either the syndication commitment letter or partnership agreement that references the pay in of syndication proceeds

WHO WILL PERFORM THE SUBSIDY LAYERING REVIEW
HUD has delegated subsidy layering review for new LIHTC transactions to state housing credit agencies that agree to take on such responsibility.  In most jurisdictions the agency is the same state agency that allocates tax credits.  
For i) properties located in states in which the state housing credit agency has not agreed to administer the subsidy layering review function for new LIHTC transactions, and ii) for all other transaction types that require a subsidy layering review, the appropriate forms and related materials must be submitted via Fannie Mae to HUD.
For transactions where HUD will be performing the subsidy layering review, the subsidy layering package should be delivered electronically to: FHA_RiskSharing@fanniemae.com.
After the subsidy layering review is completed, the applicable reviewing office will issue a certification to the Borrower indicating whether the total amount of governmental assistance exceeds that required for Property feasibility.  The certification must be issued prior to the Lender's obtaining a Commitment, and prior to the release of the preliminary official statement for tax-exempt bond financed transactions.  

SOURCES AND USES STATEMENT

NEW CONSTRUCTION OR SUBSTANTIAL REHABILITATION

Name and Address of Property:

SOURCES


Property Sources:

Debt Sources:


Fannie Mae loans/products
  _______________


Other loans (specify)
  _______________


Other (specify)
  _______________

Equity Sources:


Grants available for property uses (specify)
  _______________


Estimated Net Syndication Proceeds
  _______________


Additional Sponsor Equity
  _______________


Other Equity Sources (specify)
  _______________
Total Sources
$_______________

Property Uses:

Acquisition Costs
$_______________


Construction Costs
  _______________


Builder's General Requirements
  _______________


Builder's General Overhead
  _______________


Builder's Profit
  _______________


Architect's Fees
  _______________


Bond Premium (if applicable)
  _______________


Other Fees
  _______________


Construction Interest
  _______________


Taxes
  _______________


Insurance
  _______________


Inspection Review Fees  
  _______________


Financing Fee
  _______________


Title & Recording
  _______________


Legal
  _______________


Contingency Reserve (Sub Rehab)
  _______________


Working Capital Reserve (or Letter of Credit Costs)
  _______________


Operating Deficit Reserve (or Letter of Credit Costs)
  _______________


Developer's Fee
  _______________


Other Uses (specify)
  _______________
Total Property Uses
$_______________
SOURCES


Estimated Net Syndication Proceeds (if applicable):


Total Tax Credit Allocation
$_______________


Estimated Gross Syndication Proceeds
$_______________

Syndication Expenses:


Accountant's Fee
$_______________


Syndicator's Fee
$_______________


Attorney's Fee
$_______________


Housing Credit Agency Fee
$_______________


Organizational Expense
$_______________


Other (Specify)
$_______________
Subtotal Syndication Expenses
$_______________


Bridge Loan Costs less Interest (if applicable)
$_______________
Total Reductions from Gross Syndication Proceeds
$_______________
Estimated Net Syndication Proceeds
$_______________

Note:  Use attachments if necessary to specify.
SOURCES AND USES STATEMENT
REFINANCING OR ACQUISITION

Name and Address of Property:

SOURCES
 
Property Sources:

Debt Sources:


Fannie Mae loan
 ___________________


Other loans (specify)
 ___________________


Other (specify)
 ___________________

Equity Sources:


Grants available for property uses
 ___________________


Estimated Net Syndication Proceeds
 ___________________


Additional Sponsor Equity
 ___________________


Other Equity Sources (specify)
 ___________________

Total Sources
$__________________

Property Uses:
Use Limitations Related to Value and Mortgage Financing:

"Fair Market Value" of the Property including Repairs 
$__________________


Acquisition Costs (for Acquisition Loans)
$__________________


Initial Deposit to Replacement Reserve Account
$__________________


Operating Deficit Reserve
$__________________


Borrower's Profit
$__________________


Other uses (specify)
$__________________
Total Property Uses
$__________________

Estimated Net Syndication (if applicable):

Total Tax Credit Allocation
$__________________


Estimated Gross Syndication Proceeds
$__________________

Syndication Expenses:


Accountant's Fee
  __________________


Syndicator's Fee
  __________________


Attorney's Fee
  __________________


Housing Credit Agency Fee
  __________________


Organizational Expenses
  __________________


Other (specify)
  __________________
Subtotal Syndication Expenses
$__________________


Bridge Loan Costs less Interest (if applicable)
$__________________
Total Reductions from Gross Syndication Proceeds
$__________________

Estimated Net Syndication Proceeds
$__________________

Other Subsidies:

1. Existing LIHTC transaction (placed in service less than 10 years ago; if more

 than 10 years ago leave blank)
   Net Syndication Proceeds 
$__________________
   Date transaction Placed in Service
  __________________

   # Remaining months of tax credits

2. New Federal Capital Resources (example: new soft debt from a state 
   or local government funded via HOME funds)
$__________________
Briefly describe the capital resource. Include the name of the agency providing

the resource and its structure (grant or debt; if debt describe the terms)

Note:  Use attachments if necessary to specify.
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