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Capital Fund Financing Program (CFFP)

Model Fairness Opinion Scope of Work

A Fairness Opinion must be submitted as part of a Capital Fund Financing Program (CFFP) Proposal. The Fairness Opinion (the Opinion) is third-party review rendering an opinion as to whether the financing transaction proposed is reasonable and fair given current market conditions.  The independent, third-party selected by a public housing agency (PHA) should be a firm that has at least five years of experience related directly to the evaluation of capital market transactions and pricings. The Opinion must include, at minimum, an evaluation of the following with respect to each PHA applying for approval:  

A   Review and assessment of the CFFP Proposal, including the CFFP Term Sheet, the Loan Agreement if a bank transaction, the Preliminary Offering Statement, and the Indenture if a bond transaction, (for any transaction if the security instrument is a separate document that should be reviewed) as well as any other financing documents necessary to provide the PHA or pool of PHAs with a written Opinion.  The Opinion should identify the documents reviewed (indicating version numbers or other identifying characteristics), and confirm that they are internally consistent, consistent with each other, and consistent with the CFFP Term Sheet.  Only completed documents should be reviewed.

B. The Opinion should address: 

1. Method of sale and planned marketing approach.

2. Projected pricing, including interest rate, spreads, and related maturities.  

3. Origination fees, cost of issuance (overall as well as addressing, at a minimum, each item in the sources and uses schedule format required by HUD), other fees, as well as ongoing fees.  

4. Structure of the proposed transaction, whether pooled or stand-alone, including a synopsis of the participating parties and their roles in the transaction.

5. Terms of the transaction, including: 

a) Security being provided;

b) Debt service coverage; 

c) Debt service reserves, capitalized interest; 

d) Acceleration, and call provisions;  

e) Interim investment strategy for CFFP transaction proceeds prior to expenditure;

f) Allowance for the issuance of additional bonds, confirming that further HUD approval would be required.  

6. Any other terms of the transaction deemed appropriate by the PHA and financial advisor in order to render a complete and comprehensive Opinion, including any suggestions for improving the quality and efficiency of the transaction. 

C. Each item addressed in the Opinion must include a rationale as to the fairness and reasonableness of the item being addressed, as well as a conclusion as to the fairness and reasonableness of the item given the current market conditions.  A conclusion as to the fairness and reasonableness of the overall transaction given current market conditions must be included.  The conclusion should include a statement as to whether or not the type and structure of the transaction is efficient relative to other options available in the market.
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