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 ARLINGTON COUNTY, VIRGINIA 
 

County Board Agenda Item  
Meeting of October 14, 2006   

 
 
 
DATE:  September 22, 2006  
 
SUBJECT:  
 

Allocation of Fiscal Year (FY) 2007 Affordable Housing Investment Fund AHIF/HOME 
funds to the Arlington Partnership for Affordable Housing (APAH) as a loan to assist with 
the rehabilitation of the Fisher House Apartments. 

 
C. M. RECOMMENDATIONS: 

  
1. Allocate up to $795,000 of AHIF/HOME (101.91102)  to APAH to assist with the 

rehabilitation of Fisher House I - IV.  The financing assistance is in the form of a 
subordinated loan to APAH, subject to the terms and conditions outlined in this 
report.   

 
2. Authorize the County Manager to execute the required documents for a loan of up to 

$795,000 to APAH or its County-approved affiliate, subject to approval by the 
County Attorney.   

 
3. 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 or after execution of the County’s financing 
documents. 

  

ISSUE:  Should the County provide a loan to APAH for the rehabilitation of the Fisher House 
Apartments?   
 
SUMMARY:  APAH, an Arlington based non-profit, has requested up to $795,000 in 
AHIF/HOME funds to be combined with significant other resources to refinance and renovate 
four buildings known collectively as the Fisher House Apartments. This action will preserve and 
enhance affordability for a total of 33 units.  APAH proposes an extensive renovation which 
includes replacing and upgrading all major systems, and building seven brick “bump-out” 
additions that will convert 14 of the one-bedroom units to family-sized units.  



 
 
 
BACKGROUND:  These properties are clustered in close proximity just off Washington 
Boulevard in the Westover Neighborhood, at 1201 & 1211 N. Kennebec St., 1111 N. Kenilworth 
St., and 5701 N. 11th Rd.  They are two and a half story solid brick buildings constructed in the 
1940s, and acquired by APAH in the 1990s.  Currently there are 30 one-bedroom, 1 two-
bedroom, and 2 three-bedroom units.  All existing one- and two-bedroom units have one 
bathroom.  All one-bedroom units have original kitchens and bathrooms, with minimal unit 
upgrades since they were built.   
 
In 1991 APAH acquired Fisher House I and II (1211 N. Kennebec St. & 1111 N. Kenilworth 
St.).  At that time state and federal funds were used to assist in the acquisition and minor rehab of 
these properties.  The loans carried affordability requirements for low and moderate income 
tenants on these 17 units for a period of ten years.  APAH subsequently acquired Fisher House 
III and IV in 1995.  Again, financing for the project came entirely from state and federal sources, 
and only minor code-related repairs were done. The terms required that 13 of the 16 newly-
acquired units be affordable to households at 60% AMI until 2025.  There is no current 
outstanding public debt on the properties.  The financing plan includes refinancing an existing 
conventional loan balance of approximately $1.5 million to improve project cash flow.   
 
Redevelopment Plan:  The proposed plan includes replacing or upgrading all existing operating 
systems including plumbing, electrical panels and HVAC systems, doors and windows, kitchens 
and bathrooms, sprinkler systems and roofs.  APAH will construct seven "bump-out” additions 
in order to convert 14 existing 1-bedroom units into 13 two-bedroom/2-bath units, and one three-
bedroom unit.  These larger family-sized units will accommodate low-income families that face 
very limited affordability options in Arlington.  One unit will be made fully handicapped 
accessible.  
 
Proposed Affordable Housing Plan: Currently there are no formal affordability restrictions on 
Fisher House I and II.  As a result of the AHIF/HOME loan, 17 additional CAFs will be added to 
the County inventory for a term of sixty years, and the required affordability period for the other 
16 units will be extended by 41 years, to 2066. Thirty-one of the 33 units in the project will be 
affordable to households at up to 60% of Area Median Income (AMI), and two will be set-aside 
for households at 50% AMI.  Of these affordable units eleven will be designated as HOME units.  
 
 

Proposed Rents 
 

  Number of Affordable Units  Monthly Rent 
Unit Size 60% AMI 50% AMI w/o utilities 

1-Bedroom 16 units   $948  
2-Bedroom  1 unit  $930 
2-Bedroom 13 units  $1,133 
3-Bedroom  1 unit  $1,070 
3-Bedroom  3 units  $1,305 

Total 31 units 2 units   
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County Funds Requested:  APAH is requesting a County loan of up to $795,000 as part of an 
overall financing package that totals $7,378,631.  Substantial resources will be obtained through 
VHDA, including $2,953,550 in tax credit equity, a SPARC (Sponsoring Partnerships and 
Revitalizing Communities) loan of $1,500,000 at 4.5% interest for 35 years, a REACH 
(Resources Enabling Affordable Community Housing) loan of $795,000 at 2% interest for 35 
years, and a VHDA bond-financed first trust mortgage for $1,000,000 at 7.5% interest for 35 
years.  APAH will defer approximately 50% of the developer fee, to be paid from project cash 
flow over 13 years.  Uses of funds include hard construction costs of $3,725,470, related soft 
costs of $662,010, and closing and other soft costs of $1,431,771.  The soft costs include 
amounts set aside for tenant assistance and relocation costs due to the renovation.  Uses of funds 
also includes refinancing existing private debt on the property to improve cash flow. 
 

Proposed Financing Plan 
 

SOURCES OF FUNDS USES OF FUNDS 
Tax Credit Equity $   2,953,550 Const./Hard Costs $  3,725,470 
VHDA SPARC $   1,500,000 Pay off debt $  1,560,000 
VHDA Bond  $   1,000,000 Const. Related Soft 

Costs 
$     662,010 

VHDA REACH. $      795,000 Closing Costs $    150,928 
AHIF/HOME $     795,000 Other Soft Costs $  1,280,223 
Deferred Developer Fee $     335,081   

Total Sources $  7,378,631 Total Uses $  7,378,631 

 
 
DISCUSSION:  This project will preserve and enhance existing affordable housing for low 
income families in the Westover Neighborhood.  It will assure affordability for 60 years, and 20 
units will reach a lower family income target than is currently required.  Although 17 of these 
units were at one time set aside for low and moderate income households, these affordability 
restrictions expired in 2001.  For Fisher House III and IV, the affordability period on all 16 units 
will be extended from 2025 to 2066. Therefore this AHIF/HOME loan will add 20 units to the 
County’s current inventory of CAFs that are secured by agreements, and will extend the 
affordability for the existing 16 CAFs by 41 years.  The new mix will include 31 units at 60% 
AMI and two units at 50% AMI.  
 
The project creates additional much-needed family-sized units.  Fourteen of the thirty 1-bedroom 
units will be converted into 2- and 3-bedroom units for families.  The number of bedrooms will 
increase from 38 to 53, an increase of 15 bedrooms. 
 
APAH has worked diligently to assemble a financing package for this project that minimizes the 
County investment required. Arlington County’s share is approximately 11%.  In other words, 
AHIF dollars will leverage other sources by about $9 for every $1 of County funds.  APAH has 
preliminary commitments from the Virginia Housing and Development Authority (VHDA) for 
the primary financing, including an allocation of tax credits that will raise $2,953,550.  The 
rehabilitation of these properties has a low per unit County subsidy cost of $24,090. 
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In summary, the project has the following advantages for Arlington County: 
  
 Adds 20 units to the CAF inventory in the County, and extends the required affordability 

period for an additional 13 units; 
 Creates 14 additional family-sized units.  
 Minimizes County funds required while leveraging significant funds from other sources to 

make this project feasible. 
 
 
Affordable Housing Policy:  This proposal meets several of the County Board adopted Housing 
Goals and Targets, as follows:  
 
Goal 1.  Support for persons with disabilities through creating a fully accessible unit;  
 
Goal 2.  Safe and decent housing (all of the units will be renovated, improving their livability 
and increasing their useful life);  
 
Goal 3.  Maintain the supply of affordable market rate units (the AHIF/HOME loan agreement 
will extend affordability for 60 years for families at 50% and 60% AMI); and 
 
Goal 5.  Increase the number of units with two or more bedrooms (14 one-bedroom units will be 
converted into family-sized units.  Currently there are only one two-bedroom unit and two three-
bedroom units). 
 
Relocation:  According to APAH’s relocation plan for this project, during the rehabilitation 
tenants will be temporarily relocated and will not be displaced.  Six tenants from 1201 N. 
Kennebec St. have already vacated that building.  Relocation payments will be made to those 
households which are temporarily displaced by the renovation, and APAH will offer a right of 
first return with no rent increase to those tenants in good standing.  The relocation plan was 
reviewed on January 18, 2006, by the Tenant Landlord Commission.  
 
Schools Impact:  Arlington Public Schools (APS) reports that between one and five children 
live in each building of the project at any one time.  Based on a .50 generation factor (.50 x 33 
units), APS projects 17 students after project renovation.  As such, given the history, the 
proposed redevelopment should have little impact on school population. 
 
Civic Association/Community Process:  APAH met with representatives of the Westover 
Neighborhood Association on May 20, 2006, and again in August. The neighbors are pleased to 
see the buildings being renovated, and there is no known opposition to the project.  
 
Housing Commission:  APAH will meet with the Citizens Advisory Commission on Housing 
(HC) on October 5, 2006.  The HC will send a separate letter to the County Board with its 
recommendation for this project. 
 
Loan Terms and Conditions:  Allocate up to $795,000 in AHIF/HOME funds to APAH as a 
loan to assist with the rehabilitation of four multi-family buildings located at 1201 & 1211 N. 

 - 4  - 
#33-Fisher House.doc



 
 
Kennebec St., 1111 N. Kenilworth St., and 5701 N. 11th Rd – the Fisher Houses I, II, III, and IV, 
subject to the following terms and conditions: 
 
1. The County Board’s commitment of the AHIF/HOME loan to APAH is a Conditional 

Commitment contingent on the completion of the Environmental Review Process and receipt 
by the County of a release of funds from HUD under 24CFR Part 58. 

 
2. The applicant shall execute a generally standard AHIF/HOME Program Agreement and loan 

instruments for the County loan in a form acceptable to the County Manager and the County 
Attorney. 

 
3. The $795,000 AHIF/HOME loan shall be in the form of a subordinated residual receipts 

loan, secured by a deed of trust, and repayable from the cash flow of the property.  This loan 
will be made at an interest rate of four percent (4%), compounded annually over a term of 30 
years.  The loan is subordinated to all other debt listed in the proposed financing plan on 
Page 3.  

 
4. The applicant must secure all commitments of remaining funds to complete the development 

budget prior to disbursement of any funds from the County.  
 
5. The affordable housing set-aside for the rental units will be as follows: two of the rental units 

will be affordable to households earning up to 50% of the AMI and 31 will be affordable to 
households earning up to 60% of the AMI, all for 60 years, as set forth in the chart on page 
three of this report.  The developer agrees that the affordable rents shall be established in 
accordance with HUD rent limits set for Arlington County.  Rents shall not exceed the 
established affordability level for the unit size, minus a utility allowance (if applicable) as per 
schedule annually approved by HUD for Arlington’s Section 8 Housing Choice Voucher 
Program. 

 
6. The AHIF Agreement between the County and APAH or its designated ownership affiliate 

shall include an Affirmative Marketing Plan in substantially that form as required by HUD 
for the federal HOME program and including, at a minimum, the elements specified in the 
Developer’s final Affordable Housing Plan and Affirmative Marketing Plan.   

 
7. The applicant, including any successors in interest, shall provide a purchase option including 

a right of first refusal to the County or its designee, if APAH decides to sell the property any 
time prior to the repayment of the approved County loan, wherein the County or its designee 
shall have the right, but not the obligation, for a period of up to 180 days, to purchase the 
property at 90 percent of its then-appraised fair market value, less outstanding principal on 
County loan.   

 
FISCAL IMPACT: The FY 2007 AHIF balance is $1,171,068 and, with the anticipated 
carryover of $8,159,674 in AHIF unallocated funds, the balance will increase to $9,330,742.   If 
$795,000 in AHIF/HOME is allocated, the balance will decrease to $8,535,742.  There are two 
other items on this County Board agenda that are requesting AHIF funds:  $970,418 for Fairview 
Manor and $2,500,000 for the buyback of condominium units.  If all three requests are approved 
the balance of AHIF funds would be $5,065,324.  
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