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Summary 
Interest rates on County loans for affordable housing projects are established based on current 
market interest rates, underwriting scenarios that forecast the level of debt a property can 
support, and negotiations with the developer and other financing partners.  Market changes 
over the last 10 years, including flat rents at properties with committed affordable units (CAFs) 
and increased operating expenses, have made repayment of certain County loans more 
challenging and have accelerated debt accumulation at these properties, including vPoint.  
Therefore, staff recommends an interest rate reduction on the County loan for vPoint. 
 
Background 
The County Board has approved 110 loans to affordable housing projects to-date (of which 
sixty-five are currently active).  The loan amounts, interest rates and terms are recommended 
based on staff underwriting of the projects and review of other financing sources.  The County’s 
loan terms typically remain unchanged throughout the term of the loan unless the project goes 
through a redevelopment or refinance and the County Board authorizes a change to the loan 
terms. At that point, the County loan is underwritten again to reflect the property’s current 
debt capacity and other conditions that may impact repayment of the County loan. 
 
In the past several years, market conditions have changed, and CAF properties have 
experienced increases in the cost of insurance, utilities, taxes and other operating and capital 
expenses.  Properties with fewer units and/or deeper affordability are more sensitive to 
impacts from these market forces.  As a result, many CAF property owners have pursued debt 
refinancing in recent years, so properties may benefit from the lower interest rates. The savings 
realized from lower interest rates allows properties to adjust to higher operating costs, 
unforeseen capital needs, higher vacancy rates, and other issues that pressure property 
budgets. Further, managing debt accumulation better positions these properties when they 
seek new financing in future years, thereby reducing the “gap” a future County loan may need 
to fill. 
 
At this time, the County Board has approved interest rate reductions for loans at five 
properties:  Shelton, Berkeley, Cameron Commons, Leckey Gardens, and Parc Rosslyn. These 
adjusted interest rates have slowed debt accumulation at these properties and thus improved 
the viability of these CAF communities. Staff therefore recommends using the same interest 
rate reduction tool for the County loan at vPoint.  
 
Discussion 
vPoint is a 116-unit multi-family, mixed-income property located immediately north of the 
Clarendon Metro on Highland and Hartford Streets. The property was placed in service in 2012 
and consists of 25 efficiency, 53 one-bedroom, 32 two-bedroom, and six three-bedroom units.  
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Of the 116 units, 46 are market rate and 70 are affordable with six units rented to households 
at or below 40% of the Area Median Income (AMI), six units rented to households at or below 
50% of the AMI, and the remaining 58 units rented to households at or below 60% of the AMI. 
 
The original settlement in December 2009 for the acquisition and construction of vPoint 
Apartments included both County and VHDA financing. The County’s AHIF loan for $13.1 million 
included a 3.5% annually compounding interest rate and a 40-year term. Meanwhile, VHDA 
provided a $14.5 million first mortgage at a 7.098% interest rate due on September 1, 2047. 
 
In addition, when the original financing was secured for vPoint in 2008 and 2009, the Country 
was experiencing a recession which greatly affected the housing market. The Low-Income 
Housing Tax Credit (LIHTC) program was struggling since businesses and individuals were not 
producing enough profits or receiving enough income to warrant the purchase of tax credits. 
Consequently, the U.S. Department of the Treasury (U.S. Treasury) stepped in with the Tax 
Credit Exchange Program to fill this gap and to keep projects moving toward completion by 
providing projects $0.85 in equity for every $1.00 in tax credits awarded. While vPoint received 
most of its equity contribution from the U.S. Treasury, there were also some investors who 
were interested in purchasing tax losses. vPoint secured additional funding through this 
process. 
 
Although vPoint has made over $1.6 million in repayments to the County as of June 30, 2019, 
these payments have been insufficient to keep pace with accumulating interest on the County 
loan. The Views at Clarendon Corporation Board contacted the County and VHDA about a 
possible refinance to re-position the property and reduce accumulating interest on the County 
debt. Given the 10-year lockout period on the VHDA financing, it was determined that a 
refinance would not be financially feasible until after December 9, 2019 due to prepayment 
penalties. In addition, with the added equity from the sale of the losses, vPoint gained an 
investor that is now the majority limited partner. The Views at Clarendon Corporation had to 
receive approval from the investor to reduce both the VHDA and County interest rates since 
any interest rate reduction would affect the tax losses for the property. The Views at Clarendon 
Corporation worked with its investor to demonstrate that the decrease in tax losses, via the 
interest rate reductions for both loans, would not greatly affect the investor if the County’s loan 
was reduced to no lower than the Applicable Federal Rate (AFR) which is 1.86% as of October. 
In fact, recommended changes to the VHDA and County loan interest rates, will increase the 
likelihood that vPoint will remain a viable property in future years. 
 
With investor approval secured and the VHDA lockout period satisfied in 2019, it is 
advantageous for the property to refinance the VHDA and County debts to reduce the interest 
rates. The new VHDA loan would include the balance of the current principal, which is 
approximately $13.7 million, an anticipated interest rate of 4.56% (the interest rate will be 
confirmed once it is locked in), and the same maturity date of September 1, 2047. The County 
loan terms similarly would remain unchanged but for the reduced interest rate from 3.5% to 
the Applicable Federal Rate (AFR), which is approximately 1.86% as of October. The reduction in 
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the VHDA interest rate from approximately 7% to 4.56% would equal an annual savings of 
$258,000. Meanwhile, the proposed reduction in the County rate is anticipated to decrease 
accumulated interest by $150,000-$200,000 annually. In combination, these savings could help 
offset increases in operating costs, reduce accumulating interest, as well as provide more cash 
flow for the County’s loan repayment. 

 
Staff Recommendation  
County staff supports the proposed interest rate reduction for vPoint.   
  


