
County Board Meeting – December 7, 2002 
26.DOC  

        November 25, 2002 
 
 
 
TO: The County Board of Arlington, Virginia 
 
FROM: Ron Carlee, County Manager 
 
SUBJECT: Consideration of a Request for an Allocation of Affordable Housing 

Investment Funds (AHIF) to AHC, Inc. (AHC) for Four New Affordable 
Townhouse Units. 

 
RECOMMENDATIONS: 
 

   1.   Allocate up to $120,000 in AHIF Funds (001.713), for the 
long-term financing of four new townhouse units 
affordable to households at 65% of Area Median Income 
(AMI) or below. County funds to be provided to AHC to 
assist four first-time moderate-income homebuyers subject 
to the terms and conditions outlined in this report. 

 
       2. Authorize the County Manager to execute the required 

loan documents for the $120,000 AHIF Funds to AHC 
and authorize and direct the trustees for the County's 
Deed of Trust to execute the required loan subordination 
documents for each affordable unit subject to approval 
by the County Attorney.  

 
        3. Authorize the County Manager, with the consent of the 

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

 
ISSUE: Should the County use AHIF funds to fund homeownership projects in 

the form of long-term financing? 
 
 
STAFF: Tunji Akiwowo, DED, Real Estate Development Group 
 Ken Aughenbaugh, DED, Real Estate Development Group 
 Jane Eboch, CPHD, Housing and Community Development Division 
 
Reviewed by the County Attorney:                                  
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SUMMARY:     AHC is requesting a $320,000 construction loan at a 6% interest rate 
from the County’s AHIF/HOME Program.  The funding would come 
entirely from the federal HOME portion of the AHIF, and would be used to 
finance the construction of five townhouses and the substantial renovation 
of two single-family units, four of which would be affordable and three 
would be market rate units. 

 
Although AHC’s proposal meets the basic AHIF funding criteria, staff has 
been working with AHC to reduce the amount of long-term financing that 
would leave $80,000 per affordable townhouse in the project in the form 
of a third trust financing.  This funding level would set a new high cost 
precedent in the use of AHIF funds per affordable unit.  In addition, AHIF 
funds have usually been used as construction financing in homeownership 
projects and are repaid pro-rata as the units are sold.  This proposal 
would leave HOME funds in the project as loans to the first time 
homebuyers.  The high costs of producing the affordable units reflect the 
rapidly increasing costs of land acquisition and construction costs over the 
past two years that takes homeownership out of the reach of moderate-
income families.  

 
      After lengthy discussions with AHC and input from the Housing 

Commission, staff recommends reducing County HOME funding to a 
maximum of $120,000 and increasing the affordability level of the affordable 
units from 50-55% to 60-65% of AMI.  This approach recognizes that the 
market reality of increased development costs and the 60-65% affordability 
level are necessary to make home ownership projects both financially 
feasible and cost effective. 

 
     The proposal does meet several Housing Policy Goals as well as the 

Consolidated Plan objectives of providing assistance for up to 26 
families through the First Time Home Buyer program. 

 
Staff recommends the use of AHIF funds for this development in the 
form of long-term financing for the affordable units in order to make 
the units affordable to families earning up to sixty-five (65%) of AMI. 

 
BACKGROUND:  AHC has purchased the property located at 2018 - 2024 South Glebe 
Road in the Nauck Neighborhood Strategy Area (NSA) near the intersection of Glebe 
Road and South Shirlington Road (see attached area map).  AHC purchased the 
property using $420,000 in Community Development Block Grant (CDBG) funds from 
their Moderate Income Home Ownership Program (MIHOP) income. 
 
There are two (2) existing dilapidated single-family houses on the site that will be 
moved and substantially renovated.  AHC would construct five (5) new units for a total 
of seven (7) units including four (4) affordable and three (3) market rate units. 
 
 

DESCRIPTION OF UNIT # OF UNITS #  AFFORDABLE 
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Existing Units to be Substantially Renovated 2 0 

   
New Construction Units 5 4 

   
Total 7 4 

 
AHC’s original proposal requested $312,500 in AHIF as a construction loan with 
$200,000 in long-term financing to reduce the affordability level of the affordable units 
and the balance of $112,500 in the form of a grant.  Staff requested that AHC reduce 
the total development cost of producing the units by finding efficiencies in the budget 
through value engineering and reducing the size of the units from 18 foot wide.  
Subsequently, AHC solicited construction bids from three prime contractors and the 
lowest bid came in higher than the budget.  The result is a reduction in AHC’s developer 
fee from $200,000 to $148,000, a very low $10,000 hard cost contingency and a 
$30,000 increase in total development costs to bring the budget in line with the lowest 
bid. 
 
AHC proposes to set the value of the affordable townhouses at $285,000 each.  With an 
$80,000 (AHIF/HOME funds) principal buy down and the use of the County’s Moderate 
Income Purchase Assistance Program (MIPAP), the affordable units would effectively be 
sold at $180,000.  With the use of special Virginia Housing Development Authority 
(VHDA) below-market mortgage loans the units would be affordable to families earning 
between 50% and 55% of AMI depending on household size. 
 
FINANCING PLAN: In September, AHC revised its request to $320,000 in AHIF funds 
at six percent (6%) interest for 2 years as a construction loan.  Other sources include a 
$500,000 loan commitment from the Neighborhood Housing Services (NHS) a non-
profit national housing lender, a $313,000 contribution from its development revolving 
loan fund and $350,000 commitment from the Sun Trust Bank. Upon completion, AHC 
proposes to repay all loans with the exception of the County AHIF funds that would be 
used as third trust on each affordable unit. 
 

PPOPOSED USES OF FUNDS BUDGET/AFFORDABILITY 
(1st Revised AHIF Request) Total Per Unit Affordability 

    
Construction Loan (AHIF) $320,000 $80,000 N/A 

    
Less Long-term Subsidy for the  ($320,000) ($80,000) 50-55% 
4 Affordable Units    
AHIF to be Repaid Upon Sale of Units $0 $0  
 
 
AHC plans to make application to VHDA’s Sponsoring Partnerships and Revitalizing 
Communities (SPARC) first trust mortgage program.  SPARC offers mortgage interest 
rates at 1% below the standard VHDA rate (currently SPARC rate is 4.75%).  The 
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application is due first of December and successful applicants would be notified in early 
January. 
 
In addition, AHC would use a County MIPAP loan of up to $15,000 per household and 
a low-interest rate fourth trust in the amount of $15,000 per household from the 
Neighborhood Redevelopment Corporation (NRC) a non-profit housing lender. The 
MIPAP loan is amortized over 25 years and repayment begins in Year 6.  The affordable 
units would appraise at approximately $325,000. 
 
Staff recommends funding $120,000 in AHIF as long-term financing in the form of zero 
percent (0%) deferred payment loans that roll over to future moderate income buyers.  
The funds will be provided to eligible households earning between 60% and 65% of 
AMI for principal buy down and as a third trust.  This approach would limit the amount 
of County AHIF funds needed as long-term financing (see attachment #1). 
 
CURRENTLY PROPOSED USES OF FUNDS FUNDING RECOMMENDATION 

(Staff Recommendation) Total Per Unit Affordability 
    

Long-term Subsidy for the 4 Affordable Units $120,000 $30,000 60-65% 
    

 
In order to control appreciation and ensure that future purchasers are moderate 
income, appreciation and income restrictions will be incorporated in the loan 
agreements.  The long-term subsidy for the affordable units (3rd trust) would be 
secured by a deed of trust that cannot be paid or released without notice to and 
approval by the County.  The deed of trust would secure up to $30,000 per unit in 
AHIF funds as 3rd trust and the initial equity (difference between the appraised value 
and affordable price).  In addition, each of the affordable units would be secured by a 
declaration of restrictive covenants and conditions (deed covenant) to be executed by 
AHC and recorded among the land records of the County running with the property.  
The deed covenant would include specific conditions on future buyer eligibility, sale 
price, equity-sharing provisions, and property value appreciation to insure continued 
affordability. 
 
SCOPE OF IMPROVEMENTS: The 4 affordable townhouse units will be 22-foot wide, 
approximately 2,000 square feet structures, with 3 bedrooms, 2½ bathrooms, two-car 
garage and a net livable space of approximately 1,500 square feet. The market rate 
units will be 22-foot wide, with 2,200 total square feet plus high-end appliances, 
fixtures and other upgrades.  Both the affordable and market rate units will have a front 
and side brick veneer exterior finish.  All units, affordable and market rate, will front on 
and have access from South Glebe Road (see attached site plan and building elevation 
plan). 
 
AFFORDABLE HOUSING PLAN: AHC initially proposed to sell the 4 affordable units 
to families earning up to $75,200 per annum or 80% of Washington, D.C. Metropolitan 
Statistical Area (MSA) median income for a family of 5 as defined by the U.S. 
Department of Housing and Urban Development (HUD).  The Nauck community does 
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not support the affordability levels of the affordable units and maintained that the units 
would not be affordable to many Nauck residents.  In response, AHC revised its plan to 
sell the affordable units households of 4 to 6 people earning between 50% and 55% of 
AMI or between $45,750 and $58,382.  This plan would need County subsidy of 
$80,000 per unit plus MIPAP loan of $15,000/unit and NRC subsidy of $15,000/unit to 
result in an effective affordable sale price of $180,000 per unit. 
 
Staff’s recommendation would target the affordability level at 60% of AMI in order to 
reduce the amount of AHIF funds that would be needed (see attachment #1).  But allow 
incomes of up to 65% of AMI where necessary to accommodate smaller household 
sizes.  For example, affordability at 60% of AMI would require $30,000 per unit in 
AHIF for a household of five (5) people. 
  
AHC plans to use the County’s MIPAP for down payment and closing costs assistance 
for the purchasers of the affordable units.  In FY 2003, the MIPAP has provided 
assistance to 6 families and has a current balance of $845,000. 
 
TENANT RELOCATION: AHC submitted a Relocation Plan to the Tenant-Landlord 
Commission in October 2001.  The plan addressed the permanent and temporary 
displacement of the tenants.  AHC’s initial goal was to temporarily relocate the tenants 
while rehabilitating the two existing homes through the Moderate Income Home 
Ownership Program (MIHOP).  Due to a change in AHC’s plan to now redevelop the 
property instead rehabilitating the two existing houses as originally planned, the tenants 
would now be permanently displaced.  The tenants do not qualify to purchase any of 
the affordable units in the new development. 
 
Both tenants have been temporarily relocated from the site due to the dilapidated 
condition of the houses and AHC has been subsidizing their rents to make the 
replacement units affordable. The tenants have now been informed that they will be 
permanently displaced but have not received the federally required notice of 
displacement. AHC has hired a consultant to work with and assist the tenants to find 
affordable, decent, safe and sanitary replacement housing.  
 
The Relocation Plan complies with the County Guidelines and the federal Uniform 
Relocation Act (URA), a requirement that is triggered due to the use of federal funds to 
implement part of the initial proposal to rehabilitate the two houses. All notices, 
services and payments will be in accordance with the state law, County Guidelines and 
the URA.  
 
CIVIC ASSOCIATION COMMENTS: AHC presented the proposal to the Nauck Civic 
Association several times but is yet to secure the community position on the project.  
The Nauck Civic Association will discuss this proposal again at its December 2, 2002 
meeting. The Civic Association’s position would be provided as a supplemental 
distribution at the County Board meeting. 
 
IMPACT ON SCHOOL SYSTEM: The Schools Office of Administrative Services 
projected a range of 4 - 6 school-age children would most likely be added by this 
development. 
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UTILITY INFRASTRUCTURE IMPACT: None, public utilities are available at this 
site. 
 
HOUSING COMMISSION RECOMMENDATION: The Housing Commission reviewed 
this proposal at its November 21st meeting.  The commission voted 5-2 to recommend 
funding of a $120,000 for long-term financing to be applied to no less than 4 affordable 
units.  The Commission recommends that the $120,000 be applied to achieve 
affordability levels at sixty-five percent (65%) of AMI or below and a per unit subsidy of 
no more than $40,000. 
 
COUNTY MANAGER RECOMMENDATION: Provided the Nauck community shows 
support for the project, allocate $120,000 from the FY 2003 AHIF/HOME funds to AHC 
as a long-term financing pool to enhance the affordability of the affordable units 
contingent upon the following terms and conditions: 
 
1. The purchase price for the affordable units shall be set at approximately 

$285,000 per unit and affordable to households earning between sixty percent 
(60%) and sixty-five percent (65%) of the then-prevailing AMI based on 
household size (currently between $54,900 and $64,220). 

 
2. The County’s long-term AHIF subsidy shall be secured by a deed of trust and any 

other applicable loan security instrument subject to the approval of the County 
Attorney, including a covenant or easement to ensure controlled appreciation and 
continued resale to moderate income buyers at 65% or below AMI. 

 
3. The applicant shall execute an AHIF Agreement with the County in a form 

acceptable to the County Manager. 
 
4. The applicant will perform targeted marketing of the units to neighborhood 

residents.   
  
FISCAL IMPACT: The current balance of the FY 2003 AHIF is $3,098,625.  Approval 
of staff recommendation in the amount of $120,000 from the AHIF funds would result 
in a balance of $2,978,625. 
 
This proposal will result in the development of seven (7) new residential units with an 
estimated total value of approximately $1,840,000.  This will generate real property 
taxes of approximately $18,258 annually.  The current real property tax on the two 
existing single-family houses is $3,741. 


