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County Board Agenda Item 
Meeting of January 25, 2014 

 
 
 
 
 
DATE:  January 14, 2014 
 
SUBJECT:  Allocation of Fiscal Year 2014 Affordable Housing Investment Fund (AHIF) loan 
funds for acquisition of land and construction of a new mixed-income housing complex located 
at 4318 North Carlin Springs Road. 
 
C. M. RECOMMENDATIONS:   
 
1. Allocate $7,827,700 of FY 2014 Affordable Housing Investment Fund (AHIF) funds  

(101.495130.91102) to Arlington Partnership for Affordable Housing (APAH) 
 (101.456300.91102) or its designated County-approved ownership affiliate to assist with the 
cost of acquisition of land and construction of The Springs Apartments, a proposed 
mixed-income housing complex. The financing assistance is subject to the allocation of 
low-income housing tax credits from the Virginia Housing Development Authority and the 
approval of the related loan documents by the County Board. The financing assistance 
would be in the form of a subordinated residual receipts loan subject to the loan terms and 
conditions outlined in this report. 

 
2. Authorize the County Manager, with the concurrence of the County Attorney, to act as 

the County Board’s representative in approving financing or program revisions that are 
necessary to remove any ambiguity or inconsistency or which improve the County’s 
financial security or financial position, and which changes do not adversely affect the 
County financially, prior to or after execution of the County’s financing documents. 

  
ISSUES:  This is a request for Affordable Housing Investment Fund (AHIF) funds by APAH to 
assist with the acquisition of land and construction of The Springs Apartments.  
 
SUMMARY:  APAH is requesting approximately $7.8 million in funding from the Affordable 
Housing Investment Fund (AHIF) to assist with the acquisition of land and the construction of 98 
Committed Affordable Units (CAFs) within its proposed 104-unit mixed income, mixed-use 
project. On March 14, 2014, APAH will submit an application to the Virginia Housing 
Development Authority (VHDA) for a reservation of Low Income Housing Tax Credits (LIHTC). 
The proposed project includes the demolition of an existing garden apartment building with 27 
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units and the construction of a 104-unit, five-story complex with new offices for APAH on the 
ground floor. The tax credits, AHIF loan, additional private first mortgage, deferred developer 
fee, and seller note will provide the financing necessary for the construction of the affordable 
units. If APAH obtains the needed financing, they expect to complete the project by the fall of 
2016. The County Manager recommendation is to approve $7,827,700. 
 
BACKGROUND:  In 1997, the County provided APAH an AHIF loan of $475,000 to assist 
in the acquisition and rehabilitation of Carlyn Springs Apartments. APAH paid off this 
original residual receipts loan in 2003. Since that time, APAH has continued to operate and 
manage the 27 units in the garden-style apartments. All of the units are in the committed 
affordable housing stock by definition of non-profit ownership; however, 21 of these units 
are currently income-restricted affordable units, while the remaining 6 are not income-
restricted. 
 
In February 2013, the County Board adopted the North Quincy Street Plan Addendum which 
recommended a General Land Use Plan change for the corner of North Carlin Springs Road and 
North Thomas Street (this site) to “High-Medium Residential Mixed-Use” in conjunction with a 
site plan application that provides a building form and massing scheme compatible with 
surrounding properties and appropriate for the transitional location.  The potential density could 
be up to 3.24 FAR, but the plan also recommended a height of no more than five stories.   
 

In May, APAH filed a Section 4.1 Site Plan Special Exception application to redevelop the 
property into 104 new units in a five-story stick built complex with an underground garage and 
ground floor office space for APAH’s new headquarters. Of the 104 units, 98 will be committed 
affordable, income-restricted units.  
 
In November, APAH submitted an application for AHIF funds to assist in funding the 
acquisition of the property by the tax credit partnership and the new construction of 98 
affordable units. This AHIF request is concurrent with a request for the site plan for the project. 
 
By March 14, 2014, APAH will submit a competitive LIHTC application to VHDA. If APAH is 
successful in obtaining a tax credit award, it would hope to close on financing by fall of 2014 
and subsequently begin construction. 
 
DISCUSSION:  This project is an opportunity to meet multiple Affordable Housing Goals & 
Targets. There will be 11 units at rents affordable to households earning up to 40% of area 
median income (AMI), 11 affordable to those earning up to 50% AMI, and 76 for those earning 
up to 60% AMI. This total of 98 CAFs (or 71 net new CAFs) will be committed affordable for 
60 years. The redevelopment will increase the number of bedrooms in CAF units at the site from 
48 to 199 (an increase of 151 or 315%). There will be 80 family-sized CAF units, eleven fully 
accessible affordable units, and eleven supportive housing units. 
 
Existing Apartment Complex: The existing Carlyn Springs Apartments is a 27-unit complex 
located at the intersection of North Carlin Springs Road and North Thomas Street. The current 
unit mix is 9 one-bedroom units, 15 two-bedroom units, and 3 three-bedroom units. All 27 
units are considered CAFs by County definition of non-profit ownership, but only 21 are 
currently subject to income and rent restrictions. Those 21 units are affordable to households 
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earning up to 80% of AMI. The current affordability restrictions on the property will expire in 
2027. 
 
This project was originally financed in 1997 with a senior private mortgage in addition to the 
$475,000 residual receipts loan provided by the County. In 2003, APAH paid off the remaining 
AHIF loan principal and the accrued interest of $508,035. Over the years, the senior mortgage 
has been refinanced but the remaining $1.6 million was paid in full earlier this year by 
APAH. These funds will be reimbursed to APAH through sales proceeds obtained when 
the property transfers to a tax credit partnership at closing. 
 
Proposed Redevelopment: APAH submitted a site plan application in May 2013 that includes 
the demolition of the existing apartment complex to allow for the construction of a five-story 
building, per the North Quincy Street Plan Addendum. The new complex will have 104 units, of 
which 98 will be CAFs and 6 will be market-rate units. The 6 market units will initially have 
rents affordable to households earning up to 80% AMI, however the rents and incomes will 
not be restricted for these units. The market units will allow the residents living in market 
units at the current property to return without displacement. In addition, there will be ground 
floor office space for APAH’s new headquarters. 
 
Affordable Housing Plan: The affordable housing program will include 98 newly-
constructed units or a net gain of 71 CAFs to the County’s inventory. All 98 units will be 
committed affordable for 60 years.  The proposed unit and affordability mix for the CAFs is 
shown in the table below: 
 

Unit Type 40% AMI 50% AMI 60% AMI Market Total 
Efficiency 8 2   10 
1 Bedroom 1 3 4 1 9 
2 Bedroom 1 5 53 4 63 
3 Bedroom 1 1 19 1 22 
Total 11 11 76 6 104 

 
Of the total 104 units, approximately 10% will be affordable to 40% AMI, 10% to 50% AMI, 
73% to 60% AMI and 6% market-rate. Eighty-two percent of the units will be family-sized 
units. The total number of bedrooms in CAF units at the project will increase from 48 to 199 
(an increase of 151 or 315%). The applicant is proposing 11 supportive housing units and 11 
Type A fully accessible affordable units. 
 
Relocation: APAH submitted a Relocation Plan to address the relocation needs of the existing 
residents of Carlyn Springs Apartments, which the Tenant-Landlord Commission voted to 
support at its July 17th meeting.  Upon approval of this AHIF loan request and pending a 
successful award of 9% tax credits, all residents will relocate for the duration of the construction. 
Relocation assistance will be provided to all residents in accordance with the Arlington County 
Board’s Relocation Guidelines and applicable federal, state, and local laws. 
 
In addition, the County Board approved a Tenant Assistance Fund Policy (TAF) at its December 
14, 2013 meeting, which will apply to all AHIF projects going forward which involve tenant 
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relocation. The TAF will provide assistance for qualifying relocated tenants who need extra 
rental assistance to bridge payments during the period they are relocating to another apartment 
plus up to 12 months. If this project is awarded 9% tax credits this June, staff will bring a 
recommendation to the County Board in July for funding a TAF for Carlyn Springs residents. 
 
Development Budget and Financing Package: The total development costs are estimated to 
be $38,204,496, of which 66% are construction hard costs, 14% for soft costs and reserves, 
11.5% for acquisition costs and 8.5% for developer fee. APAH will apply to VHDA by March 
14, 2014 for competitive 9% tax credits. Pending an award of the tax credits by VHDA, 
APAH’s anticipated financing package will include a private first mortgage, tax credit equity, 
deferred developer fee, seller note, and the proposed AHIF loan. The table below shows the 
staff recommended sources and uses for this project.  
 
 
 

SOURCES OF FUNDS: USES OF FUNDS: 
VHDA First Mortgage $ 8,339,5711  

 
Acquisition Costs $ 4,425,000 

Tax Credit Equity $ 20,037,225 Construction Hard Costs2 $ 25,191,260 
AHIF Loan $ 7,827,700 Construction Soft Costs2 $ 3,100,244 
Seller Note $ 900,000 Financing Soft Costs & 

Reserves 
$ 2,274,696 

Deferred Fee $ 1,100,000 Developer Fee $ 3,213,296 
Total Sources $ 38,204,496 Total Uses $ 38,204,496 

1Anticipated VHDA funds include $4,339,571 in a taxable bond mortgage; $1,500,000 in VHDA’s SPARC program, 
and $2,000,000 in VHDA’s REACH program. 
2  
The construction costs exclude the costs associated with constructing APAH’s office space. 
 

County Funds Requested: APAH has requested $7,827,700 in AHIF funds ($79,874 per CAF 
unit). These funds would cover a portion of the acquisition of land by the tax credit partnership and 
the construction of the affordable units.  
 
AHIF Terms 
The AHIF loan would carry a 2% interest rate for up to 30 years, secured by a subordinated deed 
of trust and payable from the residual cash flow of the project. Staff recommends that the final 
residual cash flow split be determined once APAH has secured its primary debt and tax credit 
equity commitments. The modeled assumptions for the interest rate on the senior debt and the tax 
credit pricing provide a conservative cushion to allow for continued volatility in both markets. 
However, if APAH is able to lock in at a lower interest rate or a higher tax credit price than 
assumed, then there is a potential scenario where APAH could obtain a larger share of its developer 
fee at construction completion. If this scenario happens, then the County would negotiate more than 
50% of the cash flow to pay down the AHIF loan. 
 
Affordable Housing Goals and Targets: The affordable housing program meets the following of 
the County Board-adopted Affordable Housing Goals and Targets: 
 

• Goal 5, Target 5B: Expands the County’s CAF supply with 71 net new units. 
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• Goal 1, Target 1A: Provides 11 affordable and accessible, Type A units for persons 
with disabilities and also provides 11 supportive housing units for DHS clients. 

 
• Goal 4, Target 4E: Creates a newly constructed building in compliance with EarthCraft 

or LEED. 
 

• Goal 7, Target 7B: Eighty (80) of the affordable units (or 82%) would be family-sized 
apartments. Of this number, 21 will be three-bedroom units. 

 
• Goal 8, Target 8A: 98 CAFs (or 71 net new) in Neighborhood Service Area D. 

 
 
 
Civic Association/Community Process: APAH met with The Buckingham and Bluemont 
Civic Associations on May 13, 2013 and October 23, 2013 respectively. No official position was 
taken on the project. Both associations were active throughout the three meetings that were held 
by the Site Plan Review Committee (SPRC) from July through October. 
 
Tenant-Landlord Commission: The Tenant-Landlord Commission voted to support 
APAH’s Relocation Plan at its July 17th meeting. 
 
Planning Commission: The Planning Commission will review the associated site plan request 
for this project at its January 15th meeting and will send a separate letter to the County Board 
with its recommendation for this project. 
 
Housing Commission: The Citizens Advisory Commission on Housing will review the 
AHIF request at its January 16th meeting and will send a separate letter to the County Board 
with its recommendations for this project. 
 
Schools Impact:  Arlington Public Schools (APS) projects the impact to be a net increase of 45 
students. As such, The Springs Apartments should not have a significant impact on any one 
school, although Swanson MS (104.9%) and Washington-Lee HS (102.3%) both exceed their 
building capacities.  Currently there are 16 students residing in the Carlyn Springs Apartments, 
and the mix is 44% elementary (Barrett ES, 7 students), 38% middle (Swanson MS, 6 students) 
and 18% high school (W-L HS, 3 students). Based on the current mix percentages The Springs 
Apartments is anticipated to yield a total of 27 elementary, 23 middle and 11 high school 
students. 
 
Loan Terms and Conditions: Allocate up to $7,827,700 of AHIF funds (“AHIF Loan”) to 
APAH or its designated County-approved ownership affiliate (herein as “Applicant”) to assist 
with the acquisition of land and new construction as described in this report, subject to the 
terms and conditions below. 
 
1. The Applicant will apply to the Virginia Housing Development Authority (VHDA) 
on March 14, 2014 for an annual 9% tax credit request for the complex. If the Applicant does 
not receive 9% credits from the 2014 award cycle, the Applicant commits to: reapply for 9% 
credits in 2015; or apply for non-competitive 4% credits as long as there is no additional 
AHIF request to fill an additional gap. 
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2. The Applicant shall execute an Arlington County, Virginia Affordable Housing 
Investment Fund Loan Agreement (“AHIF Loan Agreement”) and other related loan 
instruments, as drafted and finalized by the County Attorney, in a form acceptable to the 
County Manager and the County Attorney and subject to County Board approval. 
 
3. The AHIF Loan shall be secured by the property, and shall be repayable from the 
project’s Residual Receipts, as defined in the AHIF Loan Agreement. As set forth in the related 
promissory note, and subject to an Event of Default (as defined in the AHIF Loan Agreement), 
the unpaid principal balance of the AHIF Loan shall accrue interest at the below market rate 
of two percent (2%) per annum on the outstanding amount accruing immediately upon 
distribution of AHIF Loan funds and compounded annually as called for in the related 
promissory note, over a term of 30 years. 
 
4. The Applicant will provide $900,000 in seller financing for the project. The Seller Note 
will be made at an interest rate of no higher than 2%, compounded annually, and be paid 
from the Applicant’s portion of cash flow. The principal amount of the Seller Note may be 
reduced if the Applicant secures other project funding through a non-County source. 
 
5. The Applicant will defer $1,100,000 (34%) of its developer fee (“Deferred Fee”). The 
Deferred Fee will be paid out by the Applicant’s defined portion of cash flow per Condition 
#9 below. 
 
6. Beginning in the first operating year of the 104-unit mixed-income housing 
complex, and during repayment of the Applicant’s deferred developer fee, the County shall 
receive a portion of the Project’s Residual Receipts per Condition #9 below. Residual 
Receipts as defined in the County Loan Agreements, shall specifically include, but not be 
limited to, the amount by which gross revenues exceed annual debt service payments, 
approved operating expenses, payments to replacement reserve and a priority payment fee of 
up to $20,800 for resident services and asset management, and an investor management fee of up 
to $5,000, both of which can be escalated annually at 2%. Any other fees or payments in excess 
of what is stated here must be paid from the applicant’s portion of residual cash flow. The AHIF 
payment will be made from a percentage of the remaining Residual Receipts to be defined per 
Condition #9 below.  
 
7. The Applicant shall include these Loan Terms and Conditions for the County 
Project Loans when requesting proposals from senior lenders and investors. Any terms 
negotiated between the Applicant and other parties that are in violation of these Loan Terms 
and Conditions will be cause for the Applicant to submit a request to the County Board for 
consideration. 
 
8. Within 30 days of final primary debt and equity commitments, the Applicant shall 
submit a final sources and uses table for the Project for approval by the County Manager or 
her designee. 
 
9. Upon review of the final sources and uses budget, the Applicant will work together 
with County staff to determine an equitable residual cash flow split that takes into account the 
following: the percentage of total developer fee that is anticipated to be obtained at 
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construction completion; the updated projected residual cash flow based on final sources and 
uses; and the ability for the AHIF annual loan payments to pay for annual interest payments at 
some point during the loan term. This proposed residual cash flow split will be presented to 
the County Board during consideration of the AHIF loan documents. 
 
10. The Applicant must comply with the affordable housing set-aside for the rental units 
as follows: Eleven (11) of the units will be restricted to households earning up to 40% of the 
AMI; eleven (11) of the units will be restricted to households earning up to 50% of the AMI 
and the remaining seventy-six (76) units will be restricted to households earning up to 60% of 
the AMI for 60 years with the unit mix as shown in the table on page 3 of this report. 
 
11. The Applicant agrees that the affordable rents shall be established in accordance with 
LIHTC rents as published annually by VHDA for the unit size, minus a utility allowance (if 
applicable) as per the Utility Allowance Schedule annually approved by HUD for the 
Arlington County, VA Housing Choice Voucher Program or other manner as permitted by 
applicable federal regulations and approved by the County or, if such LIHTC rents are not 
published by VHDA, then in accordance with HUD rent limits set for Arlington County. 
 
12. The Applicant shall create a minimum of eleven (11) fully accessible Type A units for 
persons with disabilities, and will fully cooperate with an affirmative marketing program to 
market these units to households in need of such accommodation. 
 
13. The Applicant will execute an agreement with the Department of Human Services to 
provide eleven (11) supportive housing units with rents affordable to households earning up 
to 40% of the AMI. These may or may not be the same as the fully accessible units. 
 
The term for the affordability restrictions stated in Loan Term and Condition #10 above shall be 
60 years from the date the complex is placed in service. 
 
FISCAL IMPACT:  The current unallocated AHIF balance for FY 2014 is $26,322,216. 
Approval of the staff recommendation of a $7,827,700 AHIF loan would result in a remaining 
AHIF balance of $18,494,516. 
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 Site of existing Carlyn Springs Apartments 
 

4318 N. Carlin Springs Road 
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