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County Board Meeting – July 19, 2003 

June 30, 2003 
 

 
TO:    The County Board of Arlington, Virginia 
 
FROM:  Ron Carlee, County Manager 
 
SUBJECT: Allocation of Fiscal Year (FY) 2004 Affordable Housing 

Investment Fund (AHIF) for Silverwood Associates, Inc. 
(Silverwood), to assist with funding the substantial rehabilitation 
of Columbia Heights Apartments. 

 
RECOMMENDATION: Allocation of $1,100,000 in FY 2004 AHIF funds 

(001.713) to Silverwood, or its designated 
County-approved ownership affiliate, as 
financing assistance for substantial 
rehabilitation of the Columbia Heights 
Apartments.  

 
ISSUE:      Should the County allocate $1,100,000 in FY 2004 AHIF funding for 

substantial rehabilitation of the Columbia Heights Apartments? 
 

SUMMARY:      Silverwood is requesting up to $1.1 million in AHIF funds for 
Columbia Heights Apartments, a reduction from the $1.5 
million projected cover the funding gap, if bonds had to be 
utilized.  Silverwood was not awarded the competitive 9% 
tax-credits and is continuing to pursue VHDA’s discretionary 
set-aside of 9% tax credits, due to be allocated by the end 
of July.  This approval is contingent upon Silverwood not 
receiving those tax credits and would have to apply for 
bonds, in August. 

 
BACKGROUND:   Built in the late 1940s, this brick garden apartment complex 
consisting of 152 units, is situated on 5.67 acres in the Columbia Heights West 
neighborhood.  In October 2002, Silverwood Associates requested  $5.867 million 
in AHIF funds to substantially rehabilitate 109 units, all affordable to families 
earning up to 60% of median income.  In addition, two buildings would be 
demolished, (a loss of 43 rental units), to accommodate 96 new condominium 
units of which 10% (10) units would be sold to families earning up to 60% of the 
area median income.  
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On February 8, 2003, because there was not adequate County funding remaining 
in FY 2003, the County Board approved funding of $3.2 million (for the rental 
portion only), from AHIF and Housing Reserve Funds (HRF).   This amount 
included $500,000, which allowed Silverwood to lower the rent on 25% (27) of 
the units for families earning up to 50% of the area median income.  Silverwood 
also agreed to apply for project based Housing Choice vouchers on 25% (27) of 
the units.  As a condition for funding, the Board requested that Silverwood apply 
for the competitive 9% tax credits, and, if unsuccessful, could reapply for up to 
an additional $1.5 million in FY2004 to supplement the loss of the credits.    
 
A site plan application to increase the number of units from 152 to 205 on the 
site was also approved by the County Board in February. The County Board also 
received from Silverwood an option to buy down up to 25% of the condominium 
units for families earning up to 60% of the area median income in FY 2004.   
In September, Silverwood plans to apply for additional AHIF funding of $1.8 
million in construction financing for the condos.   From the condo sale proceeds, 
approximately $2.02 million would be repaid to the County to reduce the rental 
portion of the AHIF loan, or buy down more affordable condo units, at the 
County’s option. 
 
On March 12, 2003, Silverwood purchased the apartments with a first trust loan 
from Wachovia Bank, and AHIF funds in second position.  If bond financed, the 
Wachovia loan will be replaced by VHDA after construction.  Building permits 
have been filed and plans to subdivide the site are being processed.   
 
DISCUSSION:  A tax credit application was submitted in March, but 
Silverwood’s project was ranked lower than competing projects and did not 
receive the tax credits in June.  Although innovative, this project did not fare well 
in the competition because of the high cost of construction in Northern Virginia.  
Based on the project’s other merits, Silverwood is lobbying the VHDA Board to 
fund this project with its discretionary tax credits.   A decision will be made by 
the end of July whether Columbia Heights Apartments will get any credits.  
Furthermore, Silverwood will be submitting an application to VHDA for tax-
exempt bonds, which will be made available in August, if needed.  Since the 
County Board does not meet in August, Silverwood is asking for an of $1.1 
million in AHIF in case the tax credit are unavailable and has to use bonds to 
fund the project.   
 
In the bond financed and 4% LIHTC scenario versus the 9% LIHTC scenario, the 
total development cost increased from $17.6 million to $17.9 million due to 
additional soft costs required when using tax-exempt bonds.  Equity anticipated 
from the sale of tax credits was reduced from $6.4 million to $4.1 million since 
only 4% tax credit would be allocated to the project.  The tax-exempt bond 
proceeds are $8.9 million versus $7.4 million with a conventional mortgage since 
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the tax-exempt bond interest rate is lower than conventional financing.  
Therefore, $1.1 million is the County funds needed to cover the gap in the bond-
financed scenario.  (See Sources and Uses - 9% LIHTC and Bonds with and 4% 
LIHTC).   
 
TABLE 1.  COLUMBIA HEIGHTS APARTMENTS- Sources and Uses-  

9% LIHTC and Bonds with 4% LIHTC 
 

A.    9% LIHTC (previously submitted) 
 

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 $17,604,47& 

 
 
 
B.    Bond financed with 4% LIHTC  
 

SOURCES USE OF FUNDS 
Tax-exempt Bonds $8,881,158 Acquisition $7,852,000 
LI H Tax Credit 
Equity 

$4,144,723 Const./Hard Costs $6,729,040 

Arlington County $4,300,000 Soft Costs $3,344,841 
Deferred 
Developer Fees 

$  600,000   

Total Sources $17,925,881 Total Uses $17,925,881 

 
 
FISCAL IMPACT: The current balance of the FY 2004 AHIF/HOME is 
$2,800,000.  Approval of an allocation of $1,100,000 from the AHIF would 
reduce the remaining FY 2004 AHIF/HOME balance to $1.7 million of which 
$1,134,744 is Federal HOME funds and $565,256 in local funds.  (A board report 
on this agenda, requesting $1.2 million in AHIF funds to pay FY2004 debt service 
for Fannie Mae credit facility reduced the FY2004 AHIF balance from $4,000,000 
to $2,800,000). 
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