
August 25, 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) financial assistance to Silverwood Associates, Inc. 
(SAI), to assist with construction of The Sierra Condominiums. 

 
RECOMMENDATIONS:  1.  Deobligate $1,100,000 of 2004 AHIF 

funds for Monterey Apartments 
(formerly Columbia Heights 
Apartments) (001.713) which were 
approved on July 19, 2003. 

 
2. Allocate up to $1,890,000 in FY 2004 

AHIF funds (001.713), to SAI or its 
designated County-approved 
ownership affiliate, as financing 
assistance for the construction of The 
Sierra Condominiums (formerly 
Columbia Heights Apartments).  This 
financing assistance would be in the 
form of a subordinated construction 
loan 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 $1,890,000 
to SAI 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. 

 
 
Staff:    Winsome Craig, CPHD, Housing Division 
            Kenneth Aughenbaugh, CPHD, Housing Division 
 
Reviewed by the County Attorney:________________________________________ 



4. Authorize the County Manager to use 
the County portion of the sales 
proceeds (approximately $2.2 million) 
from The Sierra to “buy down” up to 
10 condominiums (approximately $1.2 
million) and use the remaining  
proceeds (approximately $1 million) 
to repay on the $3.2 million AHIF loan 
on the Monterey Apartments. 

 
5. 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 improves the 
County’s financial security, financial 
position, or enhances the housing 
program and which changes do not 
adversely affect the County 
financially, prior to or subsequent to 
execution of the County’s financing 
documents. 

 
 
ISSUE:      Should the County allocate up to $1,890,000 in FY 2004 AHIF 

funding for construction of The Sierra Condominiums? 
 

SUMMARY:  It is recommended that the Board approve up to $1.89 
million in AHIF funding, repayable in 3 years, for 
construction of 96 new condominiums in the Columbia 
Heights West neighborhood.  See attached map.  SAI will 
provide 10 condominiums to be sold to families earning up 
to 60% of the area median income (AMI).  The County will 
share in the developer’s condo sales proceeds (profits) by 
using 50% of the expected proceeds (approximately $2.2 
million) to buy down the sales price of 10 additional condo 
units (for a total of 20 affordable) and pay down a portion of 
the outstanding previously approved $3.2 million AHIF loan  
to Monterey Apartments.  Separate recommendations on a 
security mechanism to keep the condominiums affordable 
over the long term will be presented at a County Board 
meeting within the next few months.  
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BACKGROUND:   SAI bought the 152-unit Columbia Heights Apartments on 
March 12, 2003 with a first trust from Wachovia Bank and a $3.2 million AHIF 
loan that was allocated to the project by the Board on February 8, 2003.  SAI 
was awarded 9% tax credits in July to use as equity for the apartments, so the 
additional $1.1 million in AHIF funding that was allocated at the July 13, 2003 
Board meeting is no longer needed.  This amount was in addition to the 
previously approved $3.2 million AHIF.   Plans are underway to subdivide the site 
into 109 rental apartments, renamed the Monterey Apartments, and 96 
condominiums, to be named The Sierra.   
 
SAI 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 in the 
Douglas Park Neighborhood on Columbia Pike, the 110 unit Patrick Henry 
Apartments in 2001 near Seven Corners 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:   SAI is asking the County for an AHIF construction 
loan of $1.89 million, repayable in three years, to build the condominiums. The 
County will share in the developer’s condo sales proceeds (the difference 
between the sales price and project costs) by using 50% of the proceeds 
(approximately $2.2 million) to buy down 10 additional condo units (for a total of 
20 affordable) and pay down a portion of the $3.2 million AHIF loan on Monterey 
Apartments.  
 
Financing Plan: SAI has agreed to pursue primary financing from  Wachovia 
Bank to complete the purchase and construction of the project with the County 
in second lien position. The total development cost is projected to be $20.4 
million of which $3.3 million is attributed to acquisition of land, $14.7 million in 
hard costs and $2.4 million in soft costs.   See Table 1 – Sierra Condominium 
Sources and Uses. 
 
Table 1.  Sierra Condominium Sources and Uses 
 
SOURCES USES OF FUNDS 
Wachovia Bank $18.5 million Acquisition $  3.3 million 
  Const./Hard Costs $14.7 million 
Arlington County $  1.9 million Soft Costs $  2.4 million 
Total Sources $20.4 million Total Uses $20.4 million 

 
New Construction Plan:  A 4.1 Site plan was approved on February 8, 2003 
for this 96-unit building that includes two elevators. The plans include a four-
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story building with a modified y-shaped design around a central courtyard.  The 
roof will be pitched and have numerous gables.  The base of the building will be 
constructed of reddish brick matching the buildings at the Monterey Apartments.  
Also included will be an exercise facility, a business center and a one level 
parking structure which, due to topography, will be partially at and below grade.  
Some green building components have been included. The unit mix will be 19 
one-bedrooms, 13 one-bedrooms with dens, 45 two-bedrooms and 19 two-
bedrooms with dens.  Although three-bedrooms will not be built, 6 of the two-
bedroom units will have lofts that could be converted into a third bedroom.  
Sales on the units will commence in June 2004. 
 
Affordable Housing Plan: Ten (10) units will be affordable to families earning 
at or below 60% of AMI. The annual income for families at this level would be 
between $39,000 and $47,000 based on one and a half person and three-person 
household incomes, respectively.  The proposed sales price for the affordable 
one-bedroom is $135,000 and $155,000 for an affordable two-bedroom.  (Market 
sales prices range from $187,000 to $322,000 for one and two bedroom units). 
SAI is applying to Virginia Housing Development Authority (VHDA) SPARC 
program for a 4.5% interest rate mortgage for the homeowners.  If there is not 
enough SPARC funds at 4.5%, the County has SPARC funds at 4.75% to allocate 
to the project.  (This rate increase would further reduce the condo sales price 
and the buyer’s mortgage on the affordable units to $130,000 and $150,000 for 
the one-bedroom and two bedrooms, respectively).  MIPAP loans of up to 
$15,000 for downpayment and settlement costs would be available from the 
County for first time homebuyers.  See Table 2- Developer’s Proposed Affordable 
Housing Plan. 
 
Table 2.   Developer’s Proposed Affordable Units and Sales Prices 
 

BR Size # of Units Proposed Sales    Income Served 
     Price
 
1 BR        14   $187K – $244K      Market 
1 BR         5    $135K      60% 
1 BR + Den   13   $203K –  $233K   Market 
2 BR        40    $260K -   $305K   Market 
2 BR           5      $155K      60% 
2 BR + Den   19    $294K -   $322K   Market 

      96 
 
Community Involvement: The Columbia Heights West Housing Task Force 
(Task Force), comprised of members of the community, including tenants and 
homeowners, members of tenants organizations and County staff, studied the 
project.  The Task Force provided SAI with a list of goals that it had developed 
for both the homeownership and rental portions of the buildings.  SAI also met 
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with the Columbia Heights West Civic Association, Columbia Pike Revitalization 
Organization (CPRO) and other tenant representative groups.  Letters of support 
for the project were sent to the County Board members on February 8, 2003. 
 
Schools Impact: According to Arlington Public Schools it is expected, that the 
student population, based on 96 new homeownership units and 109 rental units 
remaining will decrease by 26, leaving 145 school age children.  The 
development is in the Carlyn Springs Elementary, Kenmore Middle, and 
Washington-Lee High School districts.  
 
Handicapped Accessible Units: Two units will be accessible under standards 
established by the Americans with Disabilities Act (ADA) on the first floor. 
 
DISCUSSION:  For use of $1.89 million AHIF funds (for three years) to 
construct 96 condominiums, SAI will provide 10 affordable homeownership units 
and a 50% share of its profits to the County to buy down additional units to the 
60% AMI level as well as pay down the AHIF loan for Monterey Apartments.   
 
This proposal will result in, the County being repaid about $3 million to the AHIF 
fund ($1.89 million construction loan, $170,000 in interest earned and a $1.0 
million early repayment on the Monterey Apartment loan from the sales 
proceeds).  This AHIF construction loan will be repaid in 3 years as opposed to 
permanent AHIF loans for periods of up to 30 years. 
 
In addition, the County will “buy down” 10 additional units to the 60% 
affordability level from the County’s portion of the sales proceeds making a total 
of 20 affordable condo units in this development at prices of $135,000 and 
$155,000 for one and two bedroom units, respectively.  See Table 3 -County’s 
Proposed Affordable Housing Plan  
 
Table 3.   County’s Proposed Affordable Units and Sales Prices 
 
BR Size # of Units Proposed Sales  Income Served 
     Price
 
1 BR     12    $187K – $244K      Market 
1 BR      8    $135K      60% 
1 BR + Den     13    $203K –  $233K   Market 
2 BR    32    $260K -   $305K   Market 
2 BR    12        $155K      60% 
2 BR + Den    19    $294K -   $322K   Market 

   96 
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The County’s subsidy to the homeowner ranging from $40,000 to $100,000 in 
each condominium (the difference between market sales price and the affordable 
sales price) would be retained by the County through a deed covenant and/or 
deed of trust which would effectively keep the units affordable in perpetuity.  
The developer, and subsequently each purchaser, would execute and record in 
the County’s land records a deed covenant in favor of the County and assignable 
to a County-designated nonprofit housing sponsor.  The covenant would specify 
the affordability period, how future appreciation would be calculated, and the 
resale prices of the units as well as provide for future sales to low and moderate 
income households.  The covenant would address resale, refinancing, rental, 
foreclosure and related concerns.  Additionally, a County deed of trust for the 
subsidy amount may be recorded on each unit.   
 
Staff is working with the Housing Commission on various security mechanisms to 
keep homeownership affordable over the long term and will provide options for 
the County Manager to bring forth in a separate set of recommendations to the 
County Board at a later date.  Approval by the County Board to “buy down” the 
sales price of condominium units as described in this Board report will provide 
the County with an opportunity to ensure affordable homeownership until final 
decision on a type of security instrument is made.  If the County decides not to 
pursue affordable homeownership at this project, the sale proceeds that the 
County would use to “buy down” the additional 10 condominiums at market 
prices (approximately $1.2 million) would be placed in the AHIF account.   
   
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. 
 
• 

• 

• 

Two units would be handicapped accessible.  Five percent (5%) of the units 
in the new construction element must be in compliance with ADA standards.   

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

SAI is building 45 two-bedroom units suitable for larger families with children.  
 
 Goal VI: Distribute committed affordable housing within projects, within 
neighborhoods and throughout the County. 
 

The project will have one building with the 20 affordable units distributed 
within.  

 

32 BRDRPT108-Sierra-l.doc 6



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

• 

The 96 new condominiums will be available in a neighborhood that has not 
seen such product within the last 10 years.  Every effort will be made by SAI 
to help existing tenants in the current Columbia Heights Apartments to 
become homeowners. 

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

Because of the County financial involvement in the project, SAI must adhere 
to specific non-discrimination provisions in the County’s AHIF Agreement.   

 
Housing Commission Recommendation: On August 21, 2003, the members 
present at the Housing Commission meeting voted 7-0 to support the staff 
recommendation that up to $1.89 million in AHIF funds be allocated to the 
project.  The Commission added a clause to the recommendation that the deed 
covenant permit the purchaser to earn a share of the appreciation above market 
value of the unit.  The Commission will provide a separate letter to the County 
Board stating their position on funding for this project. 
 
FISCAL IMPACT: The current balance of the FY 2004 AHIF/HOME is 
$1,700,000.  By deobligating $1,100,000, the balance increases to $2,800,000.  
Approval of staff recommendation in an amount of up to $1,890,000 from the 
AHIF would result in a remaining FY 2004 AHIF/HOME balance of $910,000. 
 
CONCLUSION: Approve the $1.89 million construction loan to SAI or its 
designated County approved ownership affiliate, as project financing assistance 
for The Sierra Condominiums, subject to the following loan terms and conditions: 
 
1. This financing assistance will be in the form of an interest only loan at 3%, 

compounded annually for a term of up to three years, to be secured by the 
property and repayable in full from sales proceeds.  The loan will be 
subordinate to SAI’s primary financing of approximately $18.81 million.  
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2. The developer shall provide 10 condominiums at sales prices affordable to 
families earning up to 60% of the area median income consistent with the 
Affordable Housing Plan section of this report.  Furthermore, the developer 
will allow the County to “buy down” the sales price of 10 additional market 
rate condo units to the 60% AMI level, for a total of 20 units, from the share 
of the County portion of sales proceeds (approximately $1.2 million).  Any 
remaining proceeds (approximately $1 million) will repay a portion of the 
$3.2 million AHIF loan on Monterey Apartments. 

 
3. The developer agrees that the affordable housing plan shall require that 

individual units have recorded covenants to remain affordable.  All deeds 
from the developer to initial transferees shall contain language setting forth 
that the units are subject to the affordability covenants with such language 
to apply to future deeds transferring the individual units, as approved by the 
County Attorney.  The developer will insure that the deed covenant 
restrictions will be included in the condominium by-laws. 

 
4. 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. 

 
5. The applicant must secure a commitment from a lender for primary  

financing, with terms acceptable to the County Manager. 
 
6. The applicant must provide a professionally prepared real estate appraisal 

acceptable to the County Manager. 
 
7. The developer agrees to provide a cost certification of the costs of the 

completed Sierra Condominiums for approval by the County Manager.   
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