
65.DOC

July 1, 2002

TO: The County Board of Arlington, Virginia

FROM: Ron Carlee, County Manager

SUBJECT: Allocation of Fiscal Year (FY) 2003 Affordable Housing Investment
Fund (AHIF/HOME) financing to Cameron Commons Development
Corporation (CCDC), to assist with the construction of 5 new units
and rehabilitation of the existing 11-unit property located at 2028
N. Cameron Street.

RECOMMENDATIONS:

1. Allocate up to $609,000 FY 2003 AHIF/HOME
Program funds, as financing assistance for the new
construction of 5 units and the rehabilitation and long
term financing of 2028 N. Cameron Street.  This
financing assistance would be in the form of a
subordinated loan to CCDC subject to the terms and
conditions outlined in this report.

2. Authorize the County Manager to approve the
ownership affiliate, if any, and to execute the
required loan documents for the loan of up to
$609,000 to CCDC, and authorize and direct the
trustees for the County's Deed of Trust to execute the
required loan subordination documents subject to
approval by the County Attorney.

3. Approve the extension of the term of the existing
$197,000 bridge loan portion of the previous $439,000
AHIF loan to CCDC to be concurrent with the
remaining term of the permanent portion of that loan.

STAFF:  Derek DuBard, AED - REDG
   Kenneth Aughenbaugh, AED - REDG

Reviewed by the County Attorney:                                                           
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4. Authorize the County Manager, with the concurrence
of the County Attorney, to act as the County Board's
representative in approving financing, and program
revisions, including the combination of the existing and
newly allocated County loan, that are necessary to
remove any ambiguity or inconsistency or which
improves the County's financial security or financial
position, and which changes do not adversely affect
the County financially prior to execution of the
County’s financing documents.

ISSUE: Should the County allocate up to $609,000 in AHIF/HOME loan
to CCDC in addition to the existing $439,000 County loan that
facilitated the acquisition of the property to assist in the new
construction of a 5-unit apartment building and the
rehabilitation of the 11-unit 2028 N. Cameron St. Apartments?

SUMMARY: Arlington Partnership for Affordable Housing (APAH), on
behalf of CCDC, its ownership affiliate, initially applied for an
AHIF/HOME loan of $361,000 to facilitate the construction of 5
townhouse style units and the moderate rehabilitation of the
11-unit Cameron Commons Apartments located in the
Highview Park Neighborhood at 2028 North Cameron Street.

After discussions with the Bricks and Mortar Subcommittee
and the Housing Commission, APAH provided three rehab
options for consideration with varying degrees of work and
associated costs.  The three options are outlined in the New
Construction/Rehabilitation Plan section of this Board Report.
At a minimum, the rehab work would include a new parking
lot, new kitchen cabinets, and replacing the roof.

The original new construction design of townhouse style units
was changed to a multifamily garden apartment style design
to accommodate the required number of parking spaces.  The
unit mix will be five 3-bedrooms rather than four 3-bedrooms
and one 1-bedroom.

The project would have new primary financing through the
Virginia Housing Development Authority’s (VHDA’s)
Sponsoring Partnerships and Revitalizing Communities
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(SPARC) Program, funds from the Virginia Fund for Housing
Preservation, and the County AHIF/HOME loan.

Approval of an AHIF/HOME loan of up to $609,000 would be
contingent upon completion and approval by the U.S.
Department of Housing and Urban Development (HUD) of the
Environmental Assessment as required by HOME Program
regulations and HUD’s approval of the Request for Release of
Funds.  Staff is recommending the amount of $609,000 rather
than the $666,000 requested by APAH since its underwriting
analysis indicates that cost savings in the rehab or a higher
primary loan amount can be obtained.

The opportunity to add new affordable housing in this
particular community as well as the new building design has
received unanimous support from the John M. Langston
Citizens Association.  The preservation of affordable housing is
consistent with the objectives set forth in the County’s
Consolidated Plan, as well as the County Boards Affordable
Housing Policy Goals as adopted on December 9, 2000.

BACKGROUND:  Built in 1964, the building at 2028 N. Cameron Street is a brick
clad, wood-framed structure consisting of 11 (all two-bedroom) units with 12
parking spaces and unused density for up to six additional units.  CCDC
purchased the Cameron Street property and the adjacent vacant lot in August
2001 using an AHIF loan of $439,000 approved by the County Board on May 22,
2001.  A portion of this previous AHIF loan ($197,000) was provided as a bridge
loan to assist in purchasing the adjacent lot on which APAH and CCDC is now
proposing to build 5 new affordable units.

The Developer: APAH and its affiliates currently own 196 units of affordable,
multifamily housing in ten properties within Arlington.  Paradigm Management,
which also has significant affordable housing experience, manages all of these
properties.  APAH’s properties are consistently above 95% occupancy and all are
operating within their budgets.  The new ownership entity is CCDC, and APAH is
serving as the development sponsor its behalf.

County Funds Requested: APAH’s initial application requested $361,000 from
the AHIF/HOME program as a residual receipts loan at a 3.5% interest rate for
30 years. This option would have provided for construction of 5 new units (4
three-bedroom and 1 accessible one-bedroom unit) using the unused density on
the parcel.  After discussions with the Housing Commission’s Bricks and Mortar
Subcommittee, APAH re-evaluated the new construction costs and added the
cost of providing heat pumps, duct work and electrical upgrades, increasing the
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estimated amount of County funds needed from $361,000 to $666,000.  Under
any approach the new County loan would be secured by a subordinated 2nd or
3rd deed of trust, repayable from the cash flow generated by the property.  This
new County loan may also be combined with the existing County loan if that is
determined to be in the best interest of the County.  The 3.5% interest rate on
the County loan would ensure that the debt service on the County loan could be
repaid over the term of the loan, although APAH has requested that the interest
be deferred until such time as the permanent financing is in place.

New Construction/Rehabilitation Plan: APAH plans to construct a new five
unit multifamily building which will be all three-bedroom units of approximately
976 square feet.  Furthermore, APAH plans to rehab the existing building.  Due
to the high amount of AHIF loan per unit, staff asked APAH to provide options
with varying degrees of scope and cost in an attempt to evaluate the best use of
County funds.

The following rehab options were provided by APAH:

Rehab
Option

Rehab
Cost

New
Const.
Cost

Total Dev. Cost
(Includes
Acquisition)

Existing
AHIF
Loan

Additional
AHIF Loan
Needed

Total AHIF
Loan per
Unit

1 $131,600 $562,500 $2,350,000 $439,000 $471,000 $56,875
2 $181,000 $562,500 $2,426,000 $439,000 $547,000 $61,625
3 $258,100 $562,500 $2,545,000 $439,000 $666,000 $69,063

Each of the following options include a new parking lot, new kitchen cabinets,
new roof plus one of the following:

Rehab Option 1: New energy saver appliances.  Under this option, total rehab
costs would be $131,600. Total additional County funds needed, including new
construction plus Option 1 rehab, would be $471,000.

Rehab Option 2: Packaged Terminal Air Conditioners (hotel style units), and
minor electrical upgrades.  Total rehab costs would be $181,100.  Total
additional County funds needed, including new construction plus Option 2 rehab,
would be $547,000.

Rehab Option 3: New heat pump systems, ductwork, and electrical upgrades.
Total rehab costs would be $258,100. Total additional County funds needed,
including new construction plus Option 3 rehab, would be $666,000.

Current Residents: APAH’s staff has conducted a tenant survey and this has
shown that many of the households include elderly residents.  Household
incomes based on this survey ranged from $19,500 per year to a high of $57,000
per year with the average at $29,294, which is roughly 35% of area median
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family income.  This project would be covered under federal Uniform Relocation
Act (URA) standards, if the County funds come from the federal HOME program.
No involuntary displacement will occur due to the limitation of rent increases to
levels where tenants will pay no more than the higher of their current rent or
30% of income for rent, plus a modest increase estimated at less than 5%.
From the sponsor’s initial survey, it appears that the all of the tenants will qualify
for the affordable rents as proposed by APAH.

Affordable Housing Set-Aside: APAH has provided a 100% affordable
housing plan which would maintain rents on all units to levels affordable at 50%
and 60% of area median income under the year 2002 rent levels established by
the U.S. Department of Housing and Urban Development (HUD).  In order to
attempt to balance the mixed income housing objectives, and to help enhance
replacement reserves, 12 units will have rents affordable at 50% of the area
median income and 4 units will be at 60%.  The minimum affordability period for
all 16 units will be 30 years after the execution of the Certificate of Final
Completion.

Currently, the 2-bedroom units are renting for $690 per month (affordable at
approximately 40% of area median income).  Post rehab rents would run from
$775 to $945 per month (50% and 60% of area median income) with an
affordability level tailored to the current tenant population.  New construction
rents would be 3 units at $962 and 2 units at $1,181 (50% and 60% of area
median income).

The following chart shows the proposed rent and affordable income levels under
the proposal:

Unit
Type

Existing
# Units

Existing
2000

Rent/mo.

Proposed
# Units

  Proposed
Rent/mo.

Affordable
to Inc. level

2 BR 50% of
MFI (Median
Family Income)

9 750 9 775 31,000

2 BR 60% of
MFI (Median
Family Income)

2 945 2 997 39,880

3 BR 50% of
MFI (Median
Family Income)

0 0 3 962 38,480

3 BR 60% of
MFI (Median
Family Income)

0 0 2 1181 47,240
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Handicapped Accessible Units: APAH originally proposed to construct a new
1-BR handicapped accessible unit.  However, due to the change in unit mix, a 3-
bedroom unit will be made fully accessible.

Tenant Landlord Commission: At this time, APAH does not believe that the
rehab work will require the relocation of existing tenants; Therefore, a relocation
plan is not being submitted for review by the Tenant Landlord Commission.

Community Contact: The opportunity to maintain affordable housing in this
particular community has received unanimous support from the John M.
Langston Citizens Association.  The preservation of affordable housing is
consistent with both the objectives set forth in the County’s Consolidated Plan,
as well as the County Boards Affordable Housing Policy Goals adopted on
December 9, 2000.

Schools Impact: Arlington Public Schools (APS) staff has reviewed its records,
which indicate that there are currently 4 APS students who reside in the existing
11 two-bedroom units at that address.  There is one student at Glebe
Elementary, one student at Williamsburg, one student at Yorktown and one other
using out-of-district services.  This property is located within the Glebe,
Williamsburg, and Yorktown districts.  The latter two are considered crowded.
Glebe is under capacity.

APAH staff has indicated that several other school age children at the property
attend private or non-County schools. Based on data of APS students per
bedroom-size unit living in other non-profit owned properties, the following is a
projection of APS students at the completion of the new construction phase of
the project:

2028 N. Cameron St. Total Number of School Age Children:

Non-Profit
Owned avg. No. of Projected

Unit Type per unit  units Number
Three Bedroom Units 1.00  5    5

Based on the number of grades per type of school:
50% will attend elementary: 3
20% will attend middle school:          1
30% will attend high school: 1

Staff from Arlington Public Schools have reviewed these calculations, and
essentially arrived at the same conclusion on the projected number of students-
that there is a potential for approximately 5 APS students.  Because there is no
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anticipated displacement of existing households, and since a large number of
elderly households currently reside in the property, it is anticipated that the
increase in school enrollment would occur over an extended period of time.   A
map outlining Community Benefits in this area is attached hereto.

Financing Plan: APAH would pursue primary financing from the VHDA SPARC
Program of approximately $1,390,000, $50,000 from the Virginia Foundation for
Housing Preservation and the AHIF/HOME County loan of $609,000.

 FINANCING PLAN

SOURCES USES OF FUNDS
Primary Mortgage  $  1,390,000  Acquisition -

Refinance
 $   1,109,000

Arlington County  $  609,000 *Rehab/Renovation $282,000
Other Sources       $50,000 *New Construction $743,000
Existing Arlington
County Loan

$439,000 Soft Costs $      354,000

TOTAL SOURCES  $2,488,000 TOTAL USES  $2,488,000
* Refers to total cost associated with scope of work (i.e. includes overhead, profit,
general requirements, etc.)

HOUSING COMMISSION RECOMMENDATION: The Housing Commission
Bricks and Mortar Subcommittee reviewed the proposal at its May 14, 2002
meeting and supported the request, as did the full Housing Commission at its May
16, 2002 meeting.  The subcommittee expressed concern that the new
construction costs were underestimated and also recommended that heat pumps,
electrical upgrades and duct work be included in the scope of work which resulted
in the increased costs and amount of AHIF/HOME loan needed.  The Housing
Commission voted unanimously to support project option 3, despite the high
AHIF/HOME loan amount of $70,000 per unit.

Due to the design change to accommodate the required number of parking spaces
and the change of a new 1-bedroom to a 3-bedroom, the project will be brought
before the Housing Commission for reconsideration at its July 18 meeting and it is
anticipated that a separate letter stating its position on this project will be provided
to the County Board.

COUNTY MANAGER RECOMMENDATION:

Allocate up to $609,000 in AHIF/HOME Program funds as financing assistance for
the new construction and rehabilitation of 2028 N. Cameron Street.  This
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financing assistance would be in the form of a subordinated loan to CCDC’s
primary financing subject to the terms and conditions outlined in this report.

Authorize the County Manager to approve the ownership affiliate, if any, and to
execute the required loan documents for the combined loans of up to $1,048,000
to CCDC, and authorize and direct the trustees for the County's Deed of Trust to
execute the required loan subordination documents subject to approval by the
County Attorney.

The County funds will be loaned at a 3.5% interest rate, compounded annually,
with a term of up to 30 years and repayable from the cash flow generated by the
project and with interest and payments deferred through the construction period
of up to 18 months.  The loan will be secured by a residual receipts promissory
note and deed of trust.  The loan will be made upon the following terms and
conditions:

1. The County Board’s commitment of the AHIF/HOME loan to CCDC will be
contingent upon the completion and HUD’s approval of the Environmental
Assessment and the commitment will only be considered effective after
HUD’s approval of the Request for Release of Funds.

2. The applicant must secure a commitment from VHDA for primary
financing, with terms acceptable to the County Manager.

3. The applicant must provide a professionally prepared real estate appraisal
acceptable to the County Manager.

4. The applicant must provide tenant relocation and tenant assistance fund
plan acceptable to the County Manager.  In addition, the applicant must,
within two years of completion of the final financing package, bring the
occupancy of the property into compliance with the agreed-upon mix of
affordable and market rate units, as set forth in the table of Page 5 and
keep the plan in place for the period set forth on that page.

5. The applicant shall execute a generally standard AHIF Program Agreement
and loan instruments for the County loan in a form acceptable to the
County Manager.

FISCAL IMPACT: The FY 2003 AHIF/HOME balance after the allocation of $1.9
million to the Gates project is $4,921,600.  Approval of this project at the staff-
recommended funding level of $609,000 would leave a balance of $4,312,600 in
FY 2003 AHIF/HOME of which $1.0 million will remain as a reserve for the Gates
project resulting in a balance of $3,312,600.  The $609,000 in federal HOME
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dollars recommended for this project are funds that are subject to recapture by
HUD if not committed to a specific local project by the end of July.

Map to be attached


