
Staff: Winsome Craig, DED, Office of Development
 Kenneth Aughenbaugh, DED, Office of Development

Reviewed by the County Attorney:____

January 28, 2003

TO:  The County Board of Arlington, Virginia

FROM: Ron Carlee, County Manager

SUBJECT: Allocation of Fiscal Year (FY) 2003 Affordable Housing
Investment Fund (AHIF) and Housing Reserve Fund (HRF)
financial assistance to Silverwood Associates, Inc. (Silverwood),
to assist with the purchase, substantial rehabilitation and partial
redevelopment of Columbia Heights Apartments.

RECOMMENDATIONS: 1. Acknowledge the receipt of FY 2003 loan
repayments in the amount of $1,538,675
and reappropriate that amount to the FY
2003 AHIF  (001.713).

2. Allocate up to $2,500,000 in FY 2003
AHIF funds and loan repayments
(001.713), and up to $700,000 from the
Housing Reserve Fund (HRF)
(099.681.0599) to Silverwood or its
designated County-approved ownership
affiliate, as financing assistance for the
acquisition and substantial rehabilitation
of the Columbia Heights Apartments.
This financing assistance would be in the
form of a subordinated residual receipts
loan to Silverwood or its affiliate, subject
to the terms and conditions outlined in
this report.

3. Authorize the County Manager to
approve the ownership affiliate, if any,
and to execute the required loan
documents for a loan up to $3,200,000 to
Silverwood or its affiliate, 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.
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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 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 execution of the
County’s financing documents.

ISSUE: Should the County allocate up to $2,500,000 in FY 2003 AHIF
Funding and repayments and up to $700,000 from the HRF to
Silverwood to assist in the acquisition, substantial rehabilitation
and partial redevelopment of the Columbia Heights Apartments?

SUMMARY: Silverwood is requesting up to $5.867 million in AHIF funding for
acquisition, substantial rehabilitation and partial redevelopment
of the 152-unit Columbia Heights Apartments located at S. 8th

Rd., S. Greenbrier St. and S. Florida St. in the Columbia Heights
West neighborhood (see attached map).  The plan is to
rehabilitate substantially 109 rental units while demolishing 2
buildings, (a loss of 43 rental units), to accommodate 96 new
condominium units.  Because there is not adequate County
funding available for both the rental and homeownership portion
at this time, only the rental portion will be funded with an option
to fund the homeownership portion in the next fiscal year.

Silverwood’s proposal would need $3.977 million to fund just the
rental portion with 100% of the units affordable at 60% of the
Area Median Income (AMI).  This level of funding would be
needed if tax exempt bonds and 4% Low Income Housing Tax
Credits (LIHTC) were used to fund the project.

Staff recommends that Silverwood pursue a competitive
application for 9% Low Income Housing Tax Credits (LIHTC)
since this would need only $2.8 million in County funding.
Moreover, to enhance the housing program by making 25% of
the units affordable at 50% of AMI rents, a total of $3.2 million
in County funding would be needed.  This enhanced plan is
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recommended since it meets the majority of the Goals of the
Columbia Heights West Housing Task Force.

Silverwood’s original plan could still serve as a back up scenario:
tax-exempt bonds from Virginia Housing Development Authority
(VHDA) and 4% tax credits could still be pursued next year in
the event the 9% credits are not obtained.  If Silverwood does
not receive the 9% tax credits, the project would need an
additional $1.5 million in FY 2004 County assistance in order to
maintain the enhanced housing program with 25% of the units
at 50% of AMI and 75% at 60% of AMI.

The staff recommended affordable housing plan would include
25% (27) of the units affordable at 50% of AMI and 75% (82) of
the units affordable at 60% or less of AMI.  In addition, Section
8 project based rent assistance would be pursued to allow for up
to 25% of the units to be designated as project-based Section 8
units.  This would have the net effect of making 50% of units
affordable at or below 50% of AMI rent levels.

The developer would be required to maintain an option for the
County to participate, in FY 2004, in a proposed homeownership
program component.  Staff recommends that the optional
program should include as many as 25% of the condo units for
families earning 60% AMI, at a cost to the County ranging from
$1.25 million to $2.12 million.

The project meets most of the goals set by the Columbia Heights
West Housing Task Force, which has worked closely with the
developer over the past several months.  The affordable housing
component of the project meets a high priority of the County’s
Consolidated Plan by increasing the number of affordable family
units.  The project also meets most of the County’s Housing
Policy Principles and Goals as adopted by the County Board.
Additionally, the proposal preserves the option to increase the
rate of affordable homeownership due to partial redevelopment
of the site into condominiums.  A companion Board Report on
the County Board’s February 8, 2003 agenda is for consideration
of a rezoning of the property and Site Plan application.

BACKGROUND:   Built in the late 1940s, this brick garden apartment complex is
situated on 5.67 acres in the Columbia Heights West neighborhood.  It presently
consists of 152 units, located in 7 buildings, of which 59 are one-bedroom and
93 are two-bedroom units.  Silverwood plans to rehabilitate substantially five of
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the buildings as rental units, demolish two buildings, and build 96 for-sale
condominiums on the vacated land.

DEVELOPER:  Silverwood Associates, Inc. (Silverwood) is a for-profit residential
and commercial development organization.  This company has been developing
residential properties in the metropolitan area for 20 years.  They recently
completed the 172-unit Quebec Apartments complex in the Douglas Park
Neighborhood at Columbia Pike, the 110 unit Patrick Henry Apartments near
Seven Corners in 2001, and the 134-unit Marbella Apartments project in Fort
Myer Heights in 1999.  All of these projects were assisted with tax-exempt bond
financing, tax credits, and AHIF loans from the County.

COUNTY FUNDS REQUESTED: Silverwood originally requested financing
assistance of up to $5,867,000 from the AHIF program and Housing Reserve
Fund (HRF).  As proposed by Silverwood, the rental project would need $3.977
million as a residual receipts loan.  A two-year construction loan of $1.89 million
would be needed for the homeownership portion.  All profit from the
condominium sales would be shared equally between the County and the
developer.   The County loans would be secured by a subordinated 2nd deed of
trust on the properties and repayable from cash flow and/or sale proceeds.

FINANCING PLAN: Silverwood has agreed to pursue primary financing from a
conventional lender to complete the purchase and construction of the project,
together with tax credit equity, and deferred development fees and the County’s
AHIF/ HRF loan, all as set forth below.  Silverwood will be submitting a
competitive application to VHDA for an allocation of 9% Low Income Housing
Tax Credits in March of 2003 for the rental portion of the project.  In the event
that Silverwood does not secure this allocation, it could apply VHDA for tax
exempt bond financing with an allocation of 4% tax credits.  Additional County
funds will be needed if this occurs.

RENTAL PORTION (9% LIHTC)

SOURCES USE OF FUNDS
Conventional
Mortgage

$7,369,968 Acquisition $7,852,000

Tax Credit Equity $6,434,509 Const./Hard Costs $6,658,875
Arlington County $3,200,000 Soft Costs $3,093,602
Deferred
Developer Fees

$  600,000

Total Sources $17,604,477 Total Uses $17,604,477
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REHABILITATION/RENOVATION PLAN:
•  Rental portion - Silverwood would substantially rehabilitate 5 buildings (109

units) and demolish 2 existing buildings resulting in the loss of 43 rental
units.   Rehabilitation work would include new heat pumps, electrical systems,
new truss roofs, new kitchens and bathrooms, upgrades to living areas,
masonry work, and additional parking and extensive landscaping that includes
irrigation systems.  Between 12 and 18 two-bedroom units would be
expanded into three-bedrooms, two units would be handicap accessible and
the office would include a new resident business center.   A tot lot would be
situated on the site.

•  Homeownership portion - A new 96-unit condominium building, serviced
by 2 elevators, will be constructed.  This four-story building has a modified y-
shaped design around a central courtyard.  The building has a pitched roof
with numerous gables.  The base of the building would be constructed of
reddish brick designed to match the existing buildings.  This project would
include an exercise facility, business center, and structured parking.

AFFORDABLE HOUSING PLAN:
•  Rental portion – After extensive work with the community and based on

comments from the Columbia Heights West Housing Task Force and
Tenants group, the County is proposing the following plan, which
Silverwood has agreed to, if the 9% tax credits are awarded:

 Proposed Rents*:  (75% at 60%AMI and 25% at 50%AMI)

BR Size    # of Units     Proposed Rents   Income Served
1 BR                     8                    $739                       50%
1 BR                    26                    $825                       60%
2 BR                 16                  $870                    50%
2 BR                    47                    $990                       60%
3 BR                   3                  $999                    50%
3 BR                   9              $1,200                    60%

  109 units (100% affordable)

*less utility allowances

The applicant is working with Department of Human Services (DHS) staff
to allow for up to 25% of the units (from the 60% set-aside) to be
designated as project-based Section 8 units for tenants earning from 0%
to 50% AMI.

•  Homeownership Option – The developer will agree to maintain an
option for the County through at least FY 2004, to set aside 10% (10) to
25% (24) of the condo units affordable to households at 60% or less of
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AMI.  In order to exercise this option, the County will need to provide
additional funding in FY 2004.

Proposed Sales Prices

BR Size # of Units Proposed Sales Price Income Served
1 BR                   27             $187K – 235K                Market
1 BR                     5             $137K - $151K               60%
2 BR                   57             $276K                             Market
2 BR                     5             $164K                             60%

96

HANDICAPPED ACCESSIBLE UNITS: Two (2) rental units would be
accessible under standards established by the Americans with Disabilities Act
(ADA).

TENANT RELOCATION PLAN: Silverwood submitted a Relocation Plan in
January 2003 to the County’s Housing Services Section. The proposed plan
complies with the Arlington County Tenant Relocation Guidelines.
Silverwood held a meeting with the tenants on December 11, 2002 at Arlington
Mill Community Center.  More than 50 tenants attended to hear about the plans
for the development after the sale of the property. The Tenant-Landlord
Commission held a public hearing on the relocation plan at its January 22, 2003
meeting with approximately 30 tenants in attendance.  See attached Relocation
Plan and Rent Survey Summary.

SCHOOLS IMPACT: Arlington Public Schools (APS) staff has reviewed its
records which indicate that in the 2002-03 school year there are 171 students
attending Arlington Public Schools who reside in this apartment complex.  Since
only 109 rental units will remain and 96 homeownership units will be built
(totaling 205 units), it is expected that the student population will decrease by
26, leaving 145 school age children.  Homeownership units tend to have a small
impact on the student population.  The current 90 elementary school students
will likely be reduced to 78 students.  There are currently 45 middle school
students which likely will decrease to 37 students, and 36 students attending
high school will likely be lowered to 30 students. The development is in the
Carlyn Springs Elementary, Kenmore Middle, and Washington-Lee High School
districts.
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HOUSING POLICY GOALS: The proposal meets most of the County Board
Adopted Housing Policy Goals as described below:

•  GOAL I: Balance support for the elderly and persons with disabilities with
a transitional safety net for working families with children.

The proposal will provide housing for families and will assist persons with
physical disabilities through the creation of two (2) accessible units in the
rental property.  In addition, the new construction element must include
5% of the units to be in compliance with ADA standards.

•  Goal II: Ensure through all available means that all housing in Arlington
County is safe and decent.

Because this project will be substantially rehabilitated and has to stay
affordable for at least 30 years, the County will have leverage to ensure
that the units will remain safe and decent for at least the period of the
County loan term.

•  Goal III: Permit no net loss of committed affordable housing, and make
every reasonable effort to maintain the supply of affordable market rate
housing.

This project would help to mitigate the loss of affordable market rate
housing units in an area where the market forces are leading to upscale
renovation of some properties and rapidly escalating rents.

•  Goal IV: Reduce the number of households in serious housing need
(defined as those earning below 40% of median income who pay more
than 40% of their income in rent).

The proposal addresses this through the use of Section 8 Project Based
Vouchers (between 0% to 50% AMI) and County Housing Grants, a viable
option for very-low income residents.  Section 8 Vouchers have been
difficult for households to use due to the lack of available units or
apartment complexes that accept them.

•  Goal V: Increase the number of housing units with two or more bedrooms
in order to match the needs of households with children.

This project specifically addresses this goal since there are no three-
bedroom units at the site.  Silverwood plans to expand between 12 and 18
two-bedroom units into three-bedrooms thereby increasing the housing
units for larger families with children.
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•  Goal VI: Distribute committed affordable housing within projects, within
neighborhoods and throughout the County.

The project would distribute affordable housing within this project by
providing very low-income units (via Vouchers and Housing Grants), 60%
of median income affordable units, and 25% of the units at rents at or
below 50% of median income through Section 8 Project Based Vouchers.
It includes no units at market rates but the average annual turnover rate
(50%) and turnover due to rehabilitation of the site could, in part,
mitigate this issue.  In addition, every effort will be made by Silverwood to
help these tenants become homeowners, or relocate tenants to suitable
replacement rental units.

•  Goal VII: Increase the rate of home ownership throughout the County,
and increase homeownership opportunities for low and moderate-income
households.

The proposal will increase the rate of home ownership because 96 newly
constructed condominiums will be available in a neighborhood that has
not seen such product within the last 10 years.

•  Goal IX:  Ensure, through all available means, that housing discrimination
is eliminated.

Because of the County financial involvement in the project, there are
specific non-discrimination provisions in the agreement with the applicant.
Ongoing monitoring of the property by County staff will further ensure
that housing discrimination is not likely to occur at this complex.

•  Goal X:  Provide housing services effectively and efficiently.

This proposal provides affordable housing units at a per-unit loan amount
(with the County’s recommendation of $29,400 per unit), which is above
the AHIF program average of approximately $25,000 per unit.  However,
the AHIF loan per unit is well below the high cost program precedents.  It
also provides very low-income units without additional cost to the County
through the use of Section 8 Project Based Vouchers.  This will help to
achieve better utilization of non-County Section 8 resources and could
ultimately help to justify applications for additional Section 8 resources
from the federal government.

COMMUNITY INVOLVEMENT: Over the past 18 months, the Columbia Heights
West Housing Task Force (Task Force), comprised of members of the
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community, including tenants and homeowners, members of tenants
organizations and County staff had been meeting to formulate a proactive
approach to redeveloping the Columbia Heights neighborhood.   When
Silverwood secured a contract to purchase Columbia Heights it resulted in the
Task Force focusing on the project and a list of goals was developed and
presented to Silverwood.  The Task Force goals included:

1. Homeownership
•  100 of a potential 180 units on the site to be ownership housing, with

at least half of them affordable to households earning less than 60%
of area median income (AMI), including some affordable to households
earning less than 50% of AMI

•  Counseling and assistance in buying to current resident households
•  First right of tenants to purchase the rental portion at a discounted

price at the end of the tax credit period

2. Minimal displacement of current resident households
•  Phased and tenant friendly renovation schedule
•  Use of Section 8, Housing Grants, and other forms of assistance to

serve lowest incomes
•  Substantial relocation benefits/service by a relocation specialist other

than the developer

3. Affordable units (rental and homeownership)
•  More multi-bedroom units
•  At least half of rental units to serve 50% or less of AMI and 25% of

the homeownership units to serve 60% of AMI
•  Tenant income survey should determine income mix—desirable for mix

of incomes on site

4. Better quality housing
•  Good appearance and quality
•  Mix of types of housing
•  Adequate parking

5. Community involvement and input into development plan and its
operation
•  Tenants organized to monitor and advise developer in planning and

carrying out the project
•  Wider community to have an advisory and monitoring role in project

planning and implementation
•  Early notice of assistance, time frames, etc. to tenants in English and

Spanish
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Silverwood also met with the Columbia Heights West Civic Association, Columbia
Pike Revitalization Organization (CPRO) and other tenant representative groups
to discuss issues related to the purchase, proposed renovation and
redevelopment of Columbia Heights.  Although the Task Force never formally
voted on the project, the majority of the goals have been addressed through
modifications to the proposal.  The Civic Association and CPRO have prepared
separate letters to the County Board indicating their support for the project.

TENANT-LANDLORD COMMISSION RECOMMENDATION: The Tenant-
Landlord Commission voted unanimously to recommend that the County Board
adopt the proposed relocation plan.

HOUSING COMMISSION RECOMMENDATION: On January 16, the
members present at the Housing Commission meeting, absent a quorum,
unanimously supported the project, 5-0 based on staff recommendations.  The
Commission added a clause that required discussions between Silverwood and
staff to work on attaining a “reasonable” buy-out provision to a non-
profit/resident group at the end of the 30-year affordability period.  Furthermore,
Silverwood shall employ a non-profit group to educate tenants on the relocation
process and available housing services.  The Commission will provide a separate
letter to the County Board regarding their position on funding for this project.

LOAN TERMS AND CONDITIONS: Approve the $3.2 million loan to Silverwood
or its designated County approved ownership affiliate, as project financing
assistance for the acquisition and substantial renovation of the Columbia Heights
Apartments (109 rental units) subject to the following terms and conditions:

1. This financing assistance would be in the form of a subordinated residual
receipts loan, secured by the property, and repayable from the cash flow
from the property.  This loan will be made at an interest rate of 4%
compounded, annually, over a term of up to 30 years.  This loan will be
subordinate to Silverwood’s primary financing of approximately $10 million.

2. The applicant must apply for the competitive 9% LIHTC in March. If the tax
credits are not secured and the project is financed with tax-exempt bonds
and 4% LIHTC, the applicant would agree to give the County the option to
buy down up to 25% of the rental units for families earning 50% or less of
AMI in FY2004.

3. The applicant must comply with the affordable housing set-aside for the
rental units as follows.  All rental units would be affordable with 25% (27)
affordable to households earning 50% or less of AMI and 75% (82) of the
units affordable to households earning 60% or less of AMI.  Of that 60% AMI
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portion, 33% (27) would be project based Section 8 units, if approved by the
County and HUD.

4. The applicant will agree to pursue Project-based rent assistance and to set-
aside up to 25% of the units as project-based units under the County’s
Section 8 Housing Program, subject to the availability of such assistance

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 and the County Attorney.

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

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

8. The applicant shall provide staffing from an independent outside agency to
coordinate with relocation staff in finding suitable replacement housing and to
serve as a liaison to County Section 8 and Housing Grants programs.

9. The developer shall allow the County an option to participate in the
homeownership component, in FY2004, and to buy down as many as 25% of
the condo units for families earning up to 60% of the area median income
based on the homeownership housing plan submitted by the applicant.

10. The developer agrees to provide a purchase option for a County-designated
non-profit housing sponsor or tenant group to purchase the property at a
price at least 90% below market rate after the 30-year tax-credit compliance
period.  If the developer decides to sell the property any time prior to the 30-
year tax credit compliance period, the developer shall provide a right of first
refusal to the County under the terms described above.

FISCAL IMPACT: The current balance of the FY 2003 AHIF/HOME is
$2,978,625, of which $2,017,300 are Federal HOME funds.  Recently received
AHIF repayments totaling $1,538,675 will increase the AHIF/HOME balance to
$4,517,300.   Approval of staff recommendation in an amount of up to
$2,500,000 from the AHIF would result in a remaining FY 2003 AHIF/HOME
balance of $2,017,300.  The current balance of the Housing Reserve Fund is
$709,769.   Approval of staff recommendation in the amount of $700,000 would
result in a HRF balance of $9,769.
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COLUMBIA HEIGHTS APARTMENTS
RELOCATION PLAN

Vesting: The relocation plan states that tenants are eligible for benefits if they
occupied a unit on the day of County Board approval of the project, are residents
at the time a 120 day notice to vacate is issued, and are in compliance with their
lease. Pre-existing overcrowding of a unit will not be grounds for denying a
tenant a relocation payment.

Notice and Phasing: Tenants will be sent a 120-day notice to vacate in
accordance with Virginia Code. The notices to vacate will be phased based on
the construction schedule for the buildings.

Relocation Payment: The relocation payments for tenants permanently
displaced will equal the recommended payments in the County’s Relocation
Guidelines. A standard payment will be made for tenants with incomes over the
federal very low income limit and a payment at 200% of the standard payment
will be made to those with incomes verified to be below the very low income limit.
Tenants must give a 14-day notice to vacate; half the relocation payment will be
made after notice is received and the second half paid after keys are returned
and the tenants vacate the building. The developer will attempt to return security
deposits within 10 days of the move-out but in no case will they be returned any
later than allowed by law (45 days).

Relocation Assistance: As stated in the Arlington County Tenant Relocation
Guidelines, Silverwood Associates is planning to hire a bilingual staff person to
provide relocation assistance services to tenants and to implement and
administer the relocation program.

Relocation services proposed are in compliance with the County Guidelines and
include:

•  Conducting personal interviews with tenants to be relocated to
determine relocation needs and preferences;

•  Making available current listings of vacant units within the county and
bordering jurisdictions within the tenant’s ability to pay;

•  Providing referrals to available units of interest to tenants including an
explanation of the displacement and a request for priority by the
owner of available units for persons being displaced;

•  Providing an interpreter to assist tenants with limited English in
interviews and in understanding and filling out forms;

•  Arranging for transportation assistance for visiting potential
replacement units;

•  Providing referral to home ownership programs;



13

•  Providing attention to the special problems of timing moves for families
with school age children; and

•  Arranging for moving assistance (trucks and drivers) for moving
furnishings, with special attention to elderly and disabled tenants.

Relocation services will be available during regular business hours and through
scheduled appointments in the evenings and on weekends to accommodate
tenants.

Temporary Moves: Temporary moves will be necessary during construction.
The developer will attempt to temporarily relocate tenants qualified to rent the
renovated affordable units on-site. If no units are available, the developer will
attempt to temporarily relocate the tenants nearby. Each tenant required to
move temporarily will be entitled to a relocation payment and reimbursement for
reasonable moving expenses. The tenants will be requested to sign a lease
agreement and pay a deposit for the new affordable unit before they are
reimbursed for any out of pocket expenses associated with the temporary move.

The developer will establish a prioritization plan for current tenants wanting to
return after renovation.
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TENANT SURVEY

Silverwood Associates contracted with Metters Industries, Inc. to conduct a
survey at Columbia Heights Apartments to collect demographic information about
the residents. The goal of the survey was to interview 100% of the residents. A
total of 118 households, comprising 80% of the 147 occupied units, actually
participated in the survey; 29 households (20%) refused to participate. The
information collected is self-reported; based on experience with other tenant
surveys that have been conducted over the years, staff believes that the data
regarding income and occupancy may be under-reported.

A summary of the survey results from the respondents, including the
number and percentage of households in each income category, follows:

Income ranges: Ethnicity:
�   0 – 40% of median:     60    51% � Hispanic:           75    64%
� 41 – 44% of median:      4      3% � Non-Hispanic:   43    36%
� 45 - 50% of median:       8      7% Race:
� 51 – 54% of median:      9      8% � White/Caucasian:             4    3%
� 55 – 60% of median:      5      4% � Black/African American:   2    2%
� 61 – 80% of median:     22    19% � Asian/Pacific Islander:    37   31%
� Over 80% of median:    10      8% � Native American/Alaskan Native:   0

Number and percent over income for proposed affordable units: 32 units     27%
Number and percent without enough income to pay minimum affordable rent: 30

units     25%
Number and percent of elderly tenants: 10        8%
Number and percent of disabled tenants: 3       3%
Number of children under 18 years old: 152

Number of school age children: 113
Number and percent of units overcrowded: 53       45%

� Number and percent of overcrowded households that can be
accommodated in the appropriate size units after rehabilitation or
construction: 31        26%

Number and percent of tenants that must be permanently displaced: 29
25%

� Number of households with school age children: 23        79%
� Number and percent of elderly residents: 2       7%
� Number and percent of disabled tenants: 0

Number and percent of households appearing to qualify to remain or return to
affordable housing units upon project completion: 89        75%
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