
  

 
County Manager:  _____________ 
 
County Attorney:  _____________ 
 
Staff:  David Cristeal, Housing Division, DCPHD and Gus Vega, DMF 

 ARLINGTON COUNTY, VIRGINIA 
 

 
 
 

County Board Agenda Item 
Meeting of June 9, 2007 

 
 
 
DATE:  June 4, 2007 
 
SUBJECT:  Increase of current housing credit facility from SunTrust Bank to the Industrial 
Development Authority (IDA) from $11.3 million to $68.3 million to facilitate the County’s 
purchase of Village 3 and land and improvements in Village 1. 
 
C. M. RECOMMENDATIONS:   
 

1. Adopt by roll call vote the attached resolution approving a $57.0 million increase in 
the credit facility in the form of loans and/or letter of credit from SunTrust Bank to 
the Industrial Development Authority ("IDA") to expand the Affordable Housing 
Investment Fund (“AHIF”) program and authorize the County Manager to execute the 
required documents for the credit facility subject to the terms and conditions 
described in this report. 

 
2. Authorize  an amendment to an existing Support Agreement with the IDA to provide 

for certain payments to the IDA, subject to appropriation by the County Board in an 
amount up to $68.3 million plus interest as detailed in this report. 

 
3. Authorize the County Manager, with the concurrence of the County Attorney, to act 

as the County Board’s representative in approving details of the financing, including 
the credit facility and the support agreement and entering into necessary agreements 
consistent with the contents of this report. 

 
4. Authorize the County Manager to execute the required documents (including, but not 

limited to a subject-to-annual appropriation debt service support agreement) to 
facilitate the not to exceed $52.0 million credit facility for the purchase of 
Buckingham Village 3 and a portion of Buckingham Village 1 with the Industrial 
Development Authority (IDA) and SunTrust Bank subject to approval by the County 
Attorney. 

 
ISSUE:  Should the IDA enter into up to $57.0 million additional loan under a credit facility 
with SunTrust and should the County approve an amendment to the Support Agreement in an 
amount up to $68.3 million to serve as credit enhancement for the IDA's credit facility for the 
purpose acquiring Village 3 and a portion of Village 1? 



 
 

 
SUMMARY:  In 2005, through the County’s competitive purchasing process, SunTrust Bank 
was chosen to enter into a $20.0 million variable interest rate credit facility in the form of one or 
more loans to the IDA and/or one or more letters of credit to secure bonds issued by the IDA to 
expand the AHIF program.  In 2006, the County, through the IDA used $16.7 million of this 
facility to help the Arlington Partnership for Affordable Housing (APAH) purchase the 112-unit 
Courthouse Crossings apartment complex.  APAH’s purchase will preserve 112 units of 
affordable housing in Arlington for at least 60 years.  APAH has an outstanding balance of $11.3 
million of the original loan and it is the only portion currently covered by the Support 
Agreement. 
 
Buckingham Villages presents the County with a similar situation.  In order to increase the credit 
facility in the form of loans and/or letter of credit from SunTrust Bank to the Industrial 
Development Authority ("IDA") to expand the AHIF program and allow the purchase of Village 
3 and a portion of Village 1, the credit facility with SunTrust needs to be increased by $57.0 
million.  The proposed increase in the credit facility would provide the County with an 
appropriate and timely funding mechanism to purchase the property from Paradigm to complete 
the proposed redevelopment of affordable housing and additional community benefits. 
 
As in the 2005 agreement, the County would provide support to the IDA by agreeing, subject to 
annual appropriation, to pay amounts to the IDA necessary for the IDA to make payments on its 
bonds or loans or under the letter(s) of credit up to an estimated principal amount of $52.0 
million. The County would not be pledging its taxing authority or its full faith and credit to this 
obligation.  The County’s obligation to make payments to IDA would be subject to annual 
appropriations by the County Board.  Loans made from the credit facility would be amortized, 
and debt service repayments from project income would begin in the first year of funding. 
 
BACKGROUND:  In 2002, the County needed $16.0 million to help AHC purchase the Gates 
of Arlington, a 465-unit historic project in the Buckingham community.  At that time, the AHIF 
and Housing Reserve Fund (HRF) programs had insufficient funding for the project.  To finance 
the project, the County entered into a one-time $10.0 million credit facility with Fannie Mae and 
used $5.5 million in County pay-go funds.  This situation brought to the County’s attention the 
need to have a larger source of funds, such as a line of credit, available for larger projects. 
 
Over the past several years the County has allocated approximately $5.0 million annually to the 
AHIF program.  Other funds, including, federal funds, HRF and loan repayments totaling 
approximately $2.0 million per year, are added each year, bringing the annual total to about $7.0 
million.  Despite this level of funding, current projects, such as Buckingham Villages, easily 
exceed the County’s annual allocations.  The proposed increase in the credit facility would 
provide an additional source of funding. 
 
In 2004, the County advertised a request for proposals for a qualified financial institution to 
provide the County, operating through its IDA, with a credit facility for up to $20.0 million for 
the expansion of the AHIF program.  The program would continue to expand the supply of 
affordable housing over the next several years and provide loans for new construction or 
acquisition and rehabilitation of affordable rental housing in the County.  The expanded AHIF 
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program would provide loans in lieu of or in conjunction with AHIF loans and provide gap 
financing for projects.  Loans would be long term, 20 to 30 years, and/or short term, one to five 
years, for mezzanine financing or bridge loans.  Loans made under the expanded program would 
be repaid monthly, unlike the AHIF programs where loans are repaid only if any funds remain 
after all expenses, reserve and debt service payments are paid.  
 
PROJECT:  On July 11, 2006, County Board entered into a Memorandum of Understanding 
(MOU) with Paradigm Development Corporation to participate in a process that results in a 
redevelopment plan for Villages 1, 2, and 3 in the Buckingham community. 
 
Since that time, the County, Paradigm, and community representatives have prepared a 
redevelopment plan that addresses four objectives:  
 

 Preservation of as much affordable housing as possible within Buckingham Villages or in 
the immediate neighborhood, including Ballston Park with a goal of no less than 300 
committed affordable units; 

 The ability of people who currently live in Buckingham Villages to continue to live in 
Buckingham Villages or in the immediate neighborhood, including Ballston Park; 

 The historic preservation of Buckingham Village 3 and historically sensitive 
redevelopment of the other two villages; and, 

 The incorporation of land values that approximate what could be achieved under by-right 
development. 

 
The affordable housing programs proposed for Villages 1 and 3 that are a major part of the 
overall redevelopment proposal reflect each of the above objectives.  The proposed 
redevelopment for Village 1 includes 100 new affordable apartments, up to 406 market-rate 
apartments, 68 market-rate townhouses, two new streets, and a public park.  For Village 3, the 
community and staff are considering affordable ownership options for all or a portion of the 140 
units, including a cooperative or condominium scheme. 
 
The credit facility would be used to purchase the land needed for the two public streets, the land 
for the park and all of Village 3.  The estimated cost for this phase of the project is $52.0 million.  
The proposed increase in the existing credit facility would provide a source for the needed 
funding. 
 
DISCUSSION:  SunTrust offers either a tax-exempt or taxable bond solution to fund the credit facility.  
In both situations, the bonds would be sold to the public.  As with the 2005 credit facility, either bond 
solutions would be available for projects that would require funding of over $5.0 million and for long-
term financing.  The maximum aggregate amount that could be borrowed by the IDA from either bond 
solution is $57.0 million.  At this time, the County considers either bond structure to be the most 
practical solution for purchasing Village 3 and land and improvements in Village 1.  The main terms of 
the SunTrust’s proposed bond approach are listed below. 
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ITEMS BOND SOLUTION 

Amount: Up to $57.0 million (with a $5.0 million minimum) 

Facility: Tax Exempt or Taxable (“Loan” in both cases). Tax status 
will be determined by Bond Counsel. 

Security: First Deed of Trust on the housing project(s) funded with 
this financing 
Support Agreement between the County and the IDA 
stipulating that the IDA will receive regular payments from 
the County sufficient to pay the debt service and other fees 
on the Loan. 
Pledge of a debt service reserve fund (DSRF) in an amount 
equal to 6 month’s debt service at a computed interest rate 
of 6%; may be funded from Loan proceeds. 

Draw Period: Up to 3 years from the date of closing. 
Final Maturity: Three (3) years from the date of closing.  At that time, 

SunTrust will consider any extension of the Loan for an 
additional 1 year period, provided that the repayment 
history of the Loan has been satisfactory and that there has 
been no material adverse change in the financial condition 
of the County.  The actual rate will be determined at the 
time of the extension. 

Amortization: Interest only, with principal repayment schedule 
Interest Rate Current Tax exempt: 5.18%  

Current Taxable: 6.22% 
Closing Date: To be determined. 
 
The interest rates would be set at closing based on the 87% of the current 1-month London Interbank 
Offering Rate (LIBOR) interest plus 55 basis points, or 0.55% (tax exempt);  100% of the current 1-
month London Interbank Offering Rate (LIBOR) interest plus 90 basis points, or 0.90% (taxable).   
The short-term variable rate instrument was chosen because: 
 

(1)  It currently has a lower interest rate than the long-term rates and up-front financing costs are 
lower;  

(2) There are only a limited number of investors who will consider the long-term rate structure;  
(3) The long-term investor requires disclosure on the loans that cannot be provided at this point 

in time whereas a short-term investor only looks to the letter of credit as their source of 
repayment.  Short-term investors do not look to the project or the County for credit security; 
they solely look at the letter of credit. 

  
As in 2005, SunTrust continues to need assurance that funds are available if the project is unable 
to meet scheduled interest or principal payments.  Through the provision of a support agreement, 
the County Board agrees to consider making an appropriation to cover any principal or interest 
payment when the project’s income is insufficient to make such payments.  This type of support, 
while not legally binding on the County, represents a pledge that enhances the credit structure of 
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the bonds.  A support agreement does not pledge the County’s taxing authority, but is considered 
in the financial markets to be a strong statement of planned intent and there is an expectation in 
the bond market that future County Boards, while not legally obligated to fulfill the commitment, 
would fulfill this limited non-binding obligation.  Failure of the County to provide an 
appropriation(s) to cover unforeseen project shortfalls would likely negatively impact the 
County’s high credit ratings and cost of borrowing.   
 
Project funds would be loaned by the IDA to the project at an interest rate margin of 2% to 4% 
over the credit facility interest rate.  This would serve as a cushion to increasing interest rates and 
generate additional income for the AHIF loan program.  The credit facility is structured as a 
revolving fund so that when funds are repaid to SunTrust the IDA could re-borrow the amount 
up to the maximum $57.0 million.  The credit facility would be loaned to the IDA with a letter of 
credit backed by the County’s subject to appropriation pledge; however the Housing Division 
would be responsible for servicing the credit facility and collecting repayments from the projects 
that receive the loan funds.  The Housing Division has been servicing the AHIF loan portfolio 
for over 25 years and is servicing the $11.3 million SunTrust outstanding loan under the credit 
facility which was used along with other County funds to help APAH purchase Courthouse 
Crossings apartment complex. 
 
FISCAL IMPACT:    There is no immediate fiscal impact in approving the $52.0 million 
needed for the acquisition and development by the County of  two parcels of real property owned 
by 4319 North Pershing Drive Apartments Investors LLC located in the County and known as 
Buckingham Village 3 and a portion of Buckingham Village 1 for use as affordable dwelling 
units and to provide land and funds for development as two public streets and a public park 
adjacent to and for the benefit of such affordable dwelling units.  The $52.0 million loan could 
be used by the County Manager to fund the purchase of the properties mentioned above at the 
closing date as negotiated with the current owner of these two parcels.  Prior to the closing date, 
the County expects to have negotiated with a housing corporation for the development of 
Buckingham project; this housing corporation will work with the County to establish a long term 
financing alternative.  
 
Should funds be used from the credit facility, the following safeguards will be established to 
reduce the financial risk to the County:  1) A debt service reserve would be established from the 
credit facility proceeds as projects are funded; and  2)  The project debt service would be 
underwritten at a 1: 1.05 debt service coverage ratio, meaning the projected net operating income 
of each project would be at least 1.05 times total debt service on the project.
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 A RESOLUTION OF THE COUNTY BOARD 

OF ARLINGTON COUNTY, VIRGINIA AUTHORIZING THE PURCHASE AND 
DEVELOPMENT OF BUCKINGHAM VILLAGE 3 AND A PORTION OF BUCKINGHAM 

VILLAGE 1, APPROVING AN AMENDMENT TO AN EXISTING INDUSTRIAL 
DEVELOPMENT AUTHORITY CREDIT FACILITY AGREEMENT TO FINANCE SUCH 

PURCHASE AND DEVELOPMENT AND AUTHORIZING AN AMENDMENT TO AN 
EXISTING SUPPORT AGREEMENT IN CONNECTION THEREWITH 

 

WHEREAS, the County Board (the "County Board") of Arlington County, Virginia (the 

"County") has determined that the purposes of its affordable housing program will be furthered 

by the acquisition and development by the County of those certain parcels of real property 

owned by 4319 North Pershing Drive Apartments Investors LLC (the “Seller”) located in the 

County and known as Buckingham Village 3 (“Buckingham Village 3”) and a portion of 

Buckingham Village 1 (together with Buckingham Village 3, the “Property”) for use as 

affordable dwelling units and to provide land and funds for development as two public streets 

and a public park adjacent to and for the benefit of such affordable dwelling units. 

WHEREAS, the Industrial Development Authority (the "Authority") of the County has 

received a proposal to provide financing for such purchase and development, along with certain 

other to-be-determined affordable housing initiatives, from SunTrust Bank (the "Bank") as 

hereinafter described. 

WHEREAS, the County previously approved a Credit Facility Agreement dated as of 

June 1, 2006 (the "Credit Facility") between the Authority and the Bank to finance the County's 

Affordable Housing Investment Fund Plus ("AHIF PLUS") program through loans from the 

Bank or the issuance of bonds by the Authority secured by letters of credit from the Bank not to 

exceed $16,735,000 in aggregate principal amount outstanding from time to time, $11,253,000 

#44A -Buckingham IDA Agreement.doc - 6 - 



 
 

of which is currently outstanding (the "Loan Commitment Amount"). 

WHEREAS, the County has entered into a Support Agreement dated as of June 1, 2006 

with the Authority (the "Support Agreement") whereby the County has agreed to make payments 

to the Authority, subject to annual appropriation by the County Board, to the extent there are any 

amounts owed by the Authority under the Credit Facility for which moneys available to the 

Authority under the AHIF PLUS program (i.e. revenues and/or security provided by AHIF PLUS 

program participants) are insufficient. 

WHEREAS, the Bank, by an Indicative Terms and Conditions Term Sheet dated  April 6, 

2007, as amended, proposes to increase the Loan Commitment Amount in order to provide 

additional financing for the purchase and development of the Property; provided, however, that 

the obligations of the County under the Support Agreement shall be increased to support any 

additional amounts owed by the Authority under the Credit Facility for which moneys available 

to the Authority under the AHIF PLUS program or from the Property are insufficient; and 

provided further that the payment obligations of the Authority under the Credit Facility 

following the borrowing by the Authority to finance the purchase and development of the 

Property (the “Loan”) pursuant to such increase in the Loan Commitment Amount are secured by 

a first mortgage lien on the Property (the provisions of this clause being referred to herein 

collectively as the "Finance Plan"). 

WHEREAS, the board of directors of the Authority by resolution adopted May 24, 2007, 

among other things, has authorized amendment of the Credit Facility to increase the Loan 

Commitment Amount up to a total of $68,253,000 in order to provide funds to make a grant or 

donation to the County (the "Grant") to finance the purchase and development of the Property 
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and has found the Grant to be in furtherance of the purposes for which the Authority was 

organized. 

NOW, THEREFORE, BE IT RESOLVED BY THE COUNTY BOARD OF 

ARLINGTON COUNTY, VIRGINIA: 

1. Approval of Authority Borrowing and Grant.  The County hereby approves the 

Loan and the use of the proceeds thereof for the purpose of the Authority’s making the Grant to 

finance the purchase and development of the Property.  The County hereby approves and 

authorizes the County's acceptance of the Grant for such purpose.  From the effective date of this 

Resolution to and including the date of settlement of the sale of the Property (the “Settlement 

Date”) pursuant to the Purchase Contracts therefor, the County Manager is authorized to direct 

the Authority and/or the Bank to draw and disburse the Loan proceeds and to transfer the amount 

of the Grant directly to the Settlement Agent (as defined in the Purchase Contracts) to be applied 

to County payments under the Purchase Contracts.  

2. Approval of Finance Plan.  The County approves the financing of the purchase of 

the Property under the Finance Plan for an amount not to exceed $52,000,000, provided that the 

details of the Finance Plan shall be approved by the County Manager and that amounts derived 

by the Authority under the Finance Plan shall be used to make the Grant for the purchase of the 

Property in furtherance of the County's affordable housing program. 

3. Authorization and Execution of Support Agreement Amendment.  The Chair of 

the County Board and the County Manager are authorized to approve an amendment to the 

Credit Facility (the "Credit Facility Amendment") increasing the Loan Commitment Amount by 

an amount not to exceed $57,000,000 (for a total revolving loan commitment of not to exceed 
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$68,253,000) and modifying certain provisions of the Credit Facility in connection therewith and 

to approve a conforming amendment to the Support Agreement (the "Support Agreement 

Amendment"), which approvals shall be evidenced conclusively by the execution and delivery of 

the Support Agreement Amendment, which may be designated by such name and be in such 

form (including, without limitation, the form of an amendment, supplement or restatement) as 

the Chair of the County Board and the County Manager may approve.  The execution and 

delivery of the Support Agreement Amendment and performance by the County under the 

Support Agreement, as amended by the Support Agreement Amendment (the "Amended Support 

Agreement"), is authorized.  The Chair of the County Board and the County Manager are 

authorized to execute on behalf of the County the Support Agreement Amendment.   

4. Authorization and Execution of Deed of Trust.  If the County is required to grant 

a first mortgage lien in the Property under the Finance Plan, as approved by the County Manager 

pursuant to Paragraph 3 of this Resolution, then the County Manager is authorized to approve a 

deed of trust relating to the Property, with the County as grantor (the "Deed of Trust"), which 

approval shall be evidenced conclusively by the execution and delivery of the Deed of Trust, 

which may be designated by such name and be in such form as the County Manager may 

approve.  The execution and delivery of and performance by the County under the Deed of Trust 

is authorized.  The Chair of the County Board or the County Manager is authorized to execute on 

behalf of the County the Deed of Trust.   

5. Authorization and Direction to Pledge Revenues.  Following the County's 

purchase of the Property authorized by this Resolution, the County Manager is authorized and 

directed to effect, and to cause any County designee or successor in interest to the Property to 

effect, a pledge or assignment of the revenues and receipts derived from the Property (the 
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"Pledge") to secure the payment obligations of the Authority under the Amended Credit Facility 

to the extent and in such form as may be required by the Authority and the Bank. 

6. Authorization and Execution of Other Documents.  The County Manager or his 

designee are authorized to execute and deliver on behalf of the County such instruments, 

documents or certificates, and to do and perform such things and acts, as they shall deem 

necessary or appropriate to carry out the transactions authorized by this Resolution or 

contemplated by the Finance Plan, the Credit Facility Amendment, the Support Agreement 

Amendment, the Deed of Trust and the Pledge; and all of the foregoing, previously done or 

performed by such officers or agents of the County, are in all respects approved, ratified and 

confirmed. 

7. County Intent and Recommendation.  By entering the Support Agreement 

Amendment, the County will undertake a non-binding obligation to appropriate to the Authority 

or as designated by the Authority such amounts as may be requested from time to time pursuant 

to the Support Agreement Amendment, to the extent amounts derived from the AHIF PLUS 

program or the Property are insufficient, to the fullest degree and in such manner as is consistent 

with the Constitution and laws of the Commonwealth of Virginia.  The County Board, while 

recognizing that it is not empowered to make any binding commitment to make such 

appropriations in future fiscal years, hereby states its intent to make such appropriations in future 

fiscal years, and recommends that future County Boards do likewise. 

8. Nature of Obligations.  Nothing in this Resolution or the Amended Support 

Agreement, as applicable, shall constitute a debt of the County.  The County's obligations to 

make payments to the Authority pursuant to the Amended Support Agreement shall be subject to 

#44A -Buckingham IDA Agreement.doc - 10 - 



 
 

and dependent upon annual appropriations being made from time to time by the County Board 

for such purpose.  Nothing in this Resolution or any Amended Support Agreement shall 

constitute a pledge of the full faith and credit of the County. 

9. Effective Date.  This Resolution shall take effect immediately. 

Adopted this 9th day of June, 2007. 
 

____________________________________ 
Clerk, Arlington County Board 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
\4530613.6 
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CERTIFICATE OF THE CLERK 
OF THE COUNTY BOARD OF 

ARLINGTON COUNTY, VIRGINIA 
 

At a regular meeting of the County Board of Arlington County, Virginia, held on the 9th 

day of June, 2007, the following County Board members were present as shown: 

PRESENT: 

 
 
 
 
 
 
 
 

On motion of ___________________, seconded by __________________, the following 

Resolution was adopted by a majority of the members of the County Board by a roll call vote 

recorded as follows: 

MEMBER       VOTE

 
 
 
 
 
 
 
 
 
 
Dated: _____________, 2007 
 
 
       ___________________________________ 
       Clerk, Arlington County Board 
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