
STAFF:  Winsome Craig, CPHD, HCD 
Reviewed by the County Attorney’s Office:  _________ 
 
County Board Meeting – June 28, 2003 
 

June 18, 2003 
 
 
TO:  The County Board of Arlington, Virginia 
 
FROM: Ron Carlee, County Manager 
 
SUBJECT: Resubordination of County Loan to facilitate a Refinancing of the South 

Ballston Place Apartments 
 
RECOMMENDATION:   Authorize the County Manager, and direct the 

Trustees to execute, a Deed of Subordination, and 
to amend or execute other related contract and 
loan documents, to subordinate the County’s 
Affordable Housing Investment Fund (AHIF) Deed 
of Trust on the South Ballston Place Apartments to 
a first Deed of Trust as detailed in the staff report, 
subject to County Attorney’s review and approval. 

 
    

ISSUE: Should the County Board approve the subordination request? 
 
SUMMARY: The owners of South Ballston Place apartments, John and Kalliopi 

Papadopoulous are planning to refinance their first trust in order to 
take advantage of the favorable interest rate environment.  The 
reduction in interest rate would lower the debt service, thereby 
increasing the cash flow to the property, which would then allow 
Mr. Papadopoulous to repay its $490,524 County loan at a faster 
rate.  Before the owners can refinance the existing first trust, the 
County must agree to re-subordinate its Affordable Housing 
Investment Fund (AHIF) second trust to Citibank. 

 
 
BACKGROUND: In 1990, the County approved a $510,000 AHIF loan at 4.79% 
compounded interest rate for the construction of South Ballston Place, a 15-unit garden 
apartment building.  Repayments to the County called for principal and interest 
payments starting at $5,000 and increasing by annual increments of $5,000, over a 20-
year period.  Because of the weak rental market in the early to mid nineties, a first trust 
with a 9.25% interest rate, and no professional management of the property, 
Papadopolous could not make the County’s required payments.    
 



 

In 1999, Papadopolous hired a management company, refinanced the first trust to a 
lower interest rate and received the County Board’s approval to restructure his AHIF 
loan.    The County gave the owners a seven-year interest free period, to end in 2004, 
a change in the 4.79% interest rate from compound to simple, and increased the 
affordability and loan repayment period for four more years, to 2016.  In addition, the 
County received the option to buy the property, if the owners decided to sell the 
property during the affordability period.  Repayments to the County are now based on a 
50% percent split of annual cash flow, plus a $6,000 and $20,000 midyear payout to 
the County and Papadopolous, respectively.   Payments over the past years have been 
timely and in line with projections. 
 
The building containing a mix of two, three and four bedroom units has an Affordable 
Housing Plan where seven (7) units are to be rented to families earning up to 50% of 
the area median income and four (4) units are to be rented to families earning up to 
80% of the area median income.   
 
DISCUSSION:  The owners have the opportunity to refinance the property at a lower 
interest rate with Citibank, which would increase the cash flow to the property.  The 
interest rate would be reduced from 7.5% to approximately 5.75% and the new first 
trust amount would be $725,000, a reduction of $25,000 that had been repaid from the 
original $750,000 first trust principal amount.   No funds would be taken out of the 
property to repay either the County or Owners.   
 
Reduction in the debt service payment would allow a larger annual loan repayment to 
the County, now, and if later there is a downturn in the rental market, the property 
would still be able to maintain adequate cash flow.  The County received approximately 
$40,000 last year as payment on the AHIF loan.  The remaining principal balance on the 
AHIF loan is $490,524. 
 
Approval to subordinate the AHIF loan is required by the County Board in order that the 
owners can refinance the first trust on South Ballston Place.  The repayment schedule 
would remain unchanged. 
 
FISCAL IMPACT:  The County should receive a larger annual loan repayment.  


