
  
  ARLINGTON COUNTY, VIRGINIA 

 
 

County Board Agenda Item 
Meeting of November 5, 2016 

 
 
 
 
 
DATE:  October 5, 2016 
 
SUBJECT:  Allocation of up to $9,919,255 of Affordable Housing Investment Funds to assist 
with renovating Culpepper Garden I Apartments and to fund a Transition Reserve Fund and a 
Tenant Assistance Fund.  
 
C.M. RECOMMENDATIONS:   
 

1. Allocate up to $9,386,579 of Affordable Housing Investment Fund (AHIF) funds 
(101.495130.91102) to Culpepper Garden I, Inc., or its designated County-approved 
ownership affiliate, (101.456300.91102) to assist with renovation of Culpepper 
Garden I Apartments and to fund a Transition Reserve fund. The financing assistance 
is subject to the allocation of low-income housing tax credits from the Virginia Housing 
Development Authority and the approval of the related loan documents by the County 
Board. The financing assistance would be in the form of a subordinated, residual 
receipts loan, subject to the loan terms and conditions outlined in this report.  

 
2. Allocate up to $532,676 of Affordable Housing Investment Fund (AHIF) funds 

(101.495130.91102) to the AHIF allocated funds account (101.456300.91102) to 
provide a Tenant Assistance Fund (TAF) for eligible residents at Culpepper Garden I 
Apartments, subject to approval of the related grant documents by the County Board. 

 
ISSUES:  This is a request for AHIF funds by the Applicant to assist with the renovation costs and 
to fund a transition reserve fund and a Tenant Assistance Fund for Culpepper Garden I 
Apartments located at 4435 N. Pershing Drive. This request has no known issues. 
 
SUMMARY:  The Arlington Retirement Housing Corporation (ARHC), in conjunction with its 
development partner, Wesley Housing Development Corporation (WHDC), together, the 
“Applicant,” is requesting up to $9,919,255 in new AHIF funds for the renovation of Culpepper 
Garden I Apartments (CGI), including a Transition Reserve Fund of $348,494 and a Tenant 
Assistance Fund (TAF) of $532,676. The need for this additional funding was anticipated and, if 
approved by the County Board, would bring the total outstanding AHIF funding for CGI to 
$11,269,255 (approximately $53,663/unit). The total includes rollover of an existing $1,350,000 

 

 

County Manager:  ##### 
 

County Attorney:  ***** 
 
Staff:  Maureen Markham, Yoomie Ahn, CPHD Housing Division 



 
 

AHIF loan awarded in 2014 and funds for a Tenant Assistance Fund (TAF). The TAF will be 
established to help current tenants with higher rent payments after they move back into their 
renovated units. A summary of the existing and requested County funds for the project appears 
below. 
 

SUMMARY OF COUNTY FUNDS 
Description Amount Per Unit 

Existing Loan  $   1,350,000 $   6,429  
   

Renovation funds  $   9,038,085 $ 43,039  
Transition Reserve  $      348,494 $   1,659  

Total New Funds Loan  $   9,386,579  $ 44,698  

Total AHIF Loan  $ 10,736,579 $ 51,127  
   

Tenant Assistance Fund (Grant)  $      532,676 $   2,537  

Total AHIF Assistance  $ 11,269,255 $ 53,663  
   

Total New AHIF Assistance 
(new loan plus TAF grant)  $   9,919,255 $ 47,235 

 
 
Built in 1975, CGI presently consists of 204 affordable units for independent seniors. AHIF 
funds are requested to assist in the renovation of this 40-year-old property, replacing all major 
systems and upgrading the interior, and converting space for an additional six units. All 210 units 
will be restricted at 60% Area Median Income (AMI). However, rents will be set lower since 
currently over 90% of the residents at CGI have incomes below 40% of AMI, and nearly 80% of 
the residents have incomes below 30% AMI.1 There are 42 project-based rental assistance 
vouchers committed to the project through HUD’s Rental Assistance Demonstration (RAD). 
Closing on AHIF financing would occur in the spring of 2017 with construction to follow. 
 
BACKGROUND:  Culpepper Garden has been providing affordable housing to low income 
elderly for 40 years. Property staff work very closely with the County’s Department of Human 
Services’ Aging and Disability Services staff to ensure that residents are getting services, meals, 
and other assistance they need to live at the property. CGI was originally financed through the 
U.S. Department of Housing and Urban Development’s (HUD’s) 236 Mortgage Program with 
rents restricted at the 80% AMI level. It is connected to Culpepper Garden II and III, which are 
each separately financed with different operational and tenant restrictions.  
Beginning in 2012, the CGI Board along with ARHC began a comprehensive review of its 
property. The County provided funding through the Community Development Block Grant 
(CDBG) program which allowed CGI to obtain a Site Building Analysis, Condition Survey, and 
Scope of Work recommendations for all three buildings. That report provided the CGI Board 
thorough information about the condition of its mechanical, electrical, plumbing and structural 

1 Click here for 2016 Income Limits  
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systems, individual units, common areas, and the outside portions of the property including the 
parking lot and the garden.  
 
In 2014, CGI obtained a County AHIF loan of $1,350,000 to pay off the original 236 HUD 
mortgage and to fund predevelopment expenses related to planning a comprehensive refinancing, 
recapitalization, and renovation plan for the property (Board Report of November 15, 2014).  
The current request is a result of that planning effort. The terms of the 2014 AHIF loan restricted 
units to households at 60% AMI, which is $45,660 for a single-person household. However, the 
actual rents charged were set at a lower level than required  because the average income of 
households living at CGI is currently $18,600 (24% AMI).  Upon prepaying the HUD 236 
mortgage, CGI applied for and received a new 15-year project-based voucher contract that 
provides rental subsidies to 42 CGI residents through HUD’s Rental Assistance Demonstration 
(RAD) Program. These vouchers provide the difference between the rent charged and 30% of the 
tenant’s monthly income. In addition to the RAD vouchers, 11 tenants had tenant-based Housing 
Choice Vouchers, approximately 70 had Arlington County Housing Grants, and the rest were 
unassisted.2 Staff estimates that the annual cost to the County’s Housing Grant program will 
increase over time because of rising rents, and the impact of the six additional units.   
 
The County Department of Parks and Recreation (DPR) currently operates a senior center on the 
lower level of the property. This center will be relocated, and the space reconfigured to 
accommodate six additional tenant units, as well as remodeled common space. Culpepper 
Garden and County DPR staff worked closely together on the decision and plans for the senior 
center relocation. The lease for the senior center at Culpepper expires in December, 2016. Issues 
with upkeep and parking led to declining participation at the center. Only about 20% of the 
Culpepper residents were participants in the senior center program. About 75% of program 
participants have already been transferred to other sites, including the Lubber Run Center which 
is about two blocks away. 
 
DISCUSSION:  CGI has not had any substantial renovations or improvements since 
construction was completed in 1975. Steady maintenance and normal repair/replacement has 
occurred over the years as items have deteriorated or required repair. However, the property 
has its original systems, windows, etc., which are nearing the end of their useful lives and/or 
are not in conformance with current code requirements.  In order to be a viable property for low 
income seniors for the next 30-40 years, substantial improvements, upgrades, and renovations 
are recommended. 
 
The Applicant has developed a financing plan to complete the renovations and upgrades that 
are recommended in the scope of work. The Applicant anticipates construction beginning in the 
spring of 2017, and is requesting additional AHIF financing of approximately $9,919,255 
million for gap financing for the project. As described above, the total AHIF funding would 
then be $11,269,255 (approximately $53,663/unit), which includes a rollover of the existing 
$1,350,000 million AHIF loan awarded in 2014, a Tenant Assistant Fund to offset the rent 
increases for existing tenants for three years, and a transition reserve that will operate as a rent 
increase escrow for existing tenants in Years 4 through 15. (See Sources and Uses table on 
page 5.)  

2 As of August 2016 – these numbers fluctuate monthly. 
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The scope of the renovation includes mechanical, electrical, plumbing and interior finishes of 
apartment units and common areas within the CGI property. The Senior Center will be relocated 
off-site, and an additional six units will be added to the existing 204 units, staying within the 
existing building footprint. Of the 210 total units, 5% (11 units) will be renovated to meet UFAS 
and ANSI Type A requirements, and all common areas will be reconfigured to comply with 
ADA standards. Energy efficiency improvements include mechanical system upgrades, 
replacement of existing windows with more energy efficient windows, and repairs to the external 
building skin which will prevent water infiltration. 
 
Affordable Housing Plan: The affordable housing program will include 210 committed 
affordable units (CAFs). All 210 units will be committed affordable for 60 years, restricted at 
or below 60% AMI, except that there may be one or two units at 80% if necessary to avoid 
displacing current residents. In 2016, the AMI for a single person household in Arlington 
County at 60% of AMI is $45,660. However, as stated above, the property is serving 
households at much lower income levels and in August 2016 the average income of 
households living at CGI was $18,600. Affordability will be achieved through a combination 
of HUD vouchers, Arlington County Housing Grants, and voluntarily setting rents for some 
units at 50% and 40% AMI levels. None of the tenants will be permanently displaced as a 
result of the renovations.   
 

Unit Size 60% AMI  50% AMI 40% AMI TOTAL 
Efficiency 86 10 33 129 
One Bedroom 12 28 34 74 
Two Bedroom 2 3 2 7 
Total  100 41 69 210 

 
Outstanding County AHIF Loan: As noted above, in 2014 CGI, Inc. received $1,350,000 million 
in AHIF funds for prepayment of the HUD 236 loan and predevelopment costs for CGI. The 
funds were provided for a 40 year term with a two percent interest rate, repayable from the 
project’s Residual Receipts, with the expectation that the loan would be subordinated to a future 
AHIF loan to fund the renovations. Staff recommends that the original loan be refinanced with 
the outstanding principal folded into the new AHIF loan so that only one outstanding loan 
remains, and that a release of satisfaction of the original note be recorded. The new loan would be 
a residual receipts loan with an interest rate of zero percent.  
 
Development Budget and Financing Package: Total development costs are estimated to be 
$62,691,775. The project will leverage about four dollars for every one dollar in County 
investment. The Applicant will apply for non-competitive 4% tax credits. The anticipated 
financing package for the project will include a first mortgage (tax exempt bonds), tax credit 
equity, deferred developer fee, and the proposed AHIF loan. The Applicant will also apply to the 
Virginia State Department of Housing and Community Development for state and federal 
Housing Trust Funds and the Federal Home Loan Bank Affordable Housing Program. If the 
Applicant is successful in accessing these funds, the award will offset the principal of the AHIF 
loan. 
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County Funds Requested and Terms: The Applicant has requested $11,269,255 in total AHIF 
funds which includes the original AHIF predevelopment loan of $1,350,000 million. The new 
consolidated $10,736,579 AHIF loan would carry a zero percent interest rate for up to 30 years, 
secured by a subordinated deed of trust and payable from the residual cash flow of the project. 
Fifty percent of the residual cash flow shall be paid to the County. The TAF funds of $532,676 
will be provided as a grant as described below.  
 

SOURCES AND USES 

 SOURCES OF FUNDS  USES OF FUNDS 
 AHIF Loan – Existing   $   1,350,000  Acquisition Cost  $ 25,205,000 
 Senior Loan   $   9,151,933  Construction Costs  $ 23,689,981 
 AHIF Loan - New  $   9,386,579  Engineering &  Architecture  $   1,596,540 
 AHIF Grant - TAF  $      532,676  Soft Costs  $   3,225,484 
 LIHTC Equity  $ 18,371,854  Financing Costs  $   3,091,074 
 VA Housing Trust Fund3  $      750,000  Transition Reserve  $      348,494 
 Seller Note  $ 21,685,131  Developer Fee  $   5,002,526 
 Deferred Developer Fee  $   1,463,602  TAF  $      532,676 
 Total Sources  $ 62,691,775  Total Uses  $ 62,691,775 
    
  Total AHIF Funds New   $ 9,919,255  
           Per unit  $47,235  
  Total AHIF Funds including existing loan  $11,269,255  
           Per unit  $53,663  

 
 
Relocation Plan: The Tenant-Landlord Commission voted to support the Applicant’s Relocation 
Plan at its meeting on July 13, 2016, and the plan is in compliance with Arlington County’s 
Relocation Guidelines. The renovations, which are anticipated to begin in the spring of 2017, will 
require that all current tenants vacate their units. Tenants will be temporarily relocated on a 
rolling basis throughout the renovation. All relocation will be accomplished on-site, and no 
existing households will be permanently displaced. The renovation will be conducted in phases of 
16 units each (13 phases total). Property Management of CGI will build up a pool of at least 16 
vacant units leading up to construction start. Residents will be temporarily relocated to these 
vacant units for four to five weeks each while their units are being renovated. In addition to being 
in compliance with the Arlington County Relocation Guidelines, all relocation plans and 
assistance will adhere to the policies and procedures of the Virginia Housing Development 
Authority’s Relocation Assistance Guidelines, and the Uniform Relocation Act (URA) 
Guidelines of the federal government. Information about the Tenant Assistance Fund and the 
Transition Reserve Fund is described below. 
 

3 Funds not yet allocated. Applications due November 30, 2016 
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Tenant Assistance Fund: Approximately 120 households currently receive assistance through 
RAD vouchers, Section 8 Housing Choice vouchers, or County Housing Grants. Approximately 
90 households do not receive rent assistance through other programs and may be eligible to 
participate in the Tenant Assistance Fund. The funds will be held by Arlington County and 
administered as a grant of up to $532,676 from the AHIF pursuant to a TAF Grant Agreement 
between the County and ARHC. The TAF Grant Agreement will include the following or 
substantially similar terms: 
 

• The funds for the TAF will be held by the County, and disbursed to ARHC monthly as 
reimbursement for documented rent assistance payments. 

• ARHC will verify household incomes, determine assistance amounts, issue checks to 
owners/landlords, and invoice the County monthly with rent assistance amounts per 
household. 

• Households must have gross verified incomes not exceeding 60% AMI in order to be 
eligible for the TAF assistance. 

• Households which already participate in a rent assistance program (such as Housing 
Grants or Section 8 Housing Choice Vouchers) will not be eligible for the TAF. 

• During renovation and construction, TAF participant households will pay either the same 
amount they currently pay, or 35% of household income, whichever is higher, toward 
rent. The TAF will pay the remainder directly to the owner/management of CGI.  

• There will be no off-site temporary relocation necessary.   
 

The TAF rent assistance payments for eligible households will continue for up to three years. 
ARHC and WHDC will create a Transition Reserve pool with AHIF loan funds to provide rent 
assistance to counter the impact of gradual rent increases on the original tenants who remain at 
the end of the TAF period. As attrition occurs, the Transition Reserve will provide assistance to 
an increasingly smaller number of tenants in Years 4 to 15.  
 
Affordable Housing Master Plan (“AHMP”): This proposal to preserve affordable, 
service-enriched housing for low income elderly residents meets multiple goals, objectives 
and policies of the adopted Affordable Housing Master Plan. The renovation of these units 
will ensure that safe and decent housing will be sustained for the long term. There is also the 
opportunity to create six additional committed affordable units in a location that furthers the 
County’s geographic distribution policies.  
 
The project meets the following AHMP Policies: 
 

 

1. Policy 1.1.1 – Project will preserve 204 CAFs and create six additional CAFs through 
AHIF financial assistance. 

2. Policy 1.1.2 –Project prevents the loss of 204 CAFs. 

3. Policy 1.1.4 – Project promotes geographic distribution of affordable housing (North 
Arlington location).  

4.  Policy 1.1.5 – The CAFs will be committed affordable for 60 years. 
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5. Policy 2.2.1 – Housing Program plan includes direct rental assistance for households 
with incomes below 40 percent of the area median income. 

6. Policy 2.2.2 – Low-income residents will not be displaced out of the community during 
the renovation. 

7. Policy 2.4.1 – Project provides the opportunity for older adults to age in place. 

8. Policy 2.4.2 – Project incorporates universal design principles and other accessible 
renovations to facilitate access for aging adults. 

9. Policy 3.1.1 and 3.1.2 – Project renovation will correct modern building code 
deficiencies – e.g. installation of sprinkler systems. 

10. Policy 3.3.1, 3.3.2 and 3.3.3 – Project renovation will ensure environmental 
sustainability practices are incorporated into affordable housing. 

11. Policy 3.4.1 and 3.4.2 – Affordability restrictions will be in place for 60 years; County 
loans ensure the financial feasibility of the project. 

 
Civic Association/Community Process: ARHC/Culpepper Garden and/or WHDC have met with, 
and gained support from, several groups and commissions:  
 
Buckingham Community Civic Association May 2016 

September 2016 
Letter of support to County 
Board 

Arlington Forest Citizens Association May 2016 
September 2016 

Letter of support to County 
Board 

Housing Subcommittee of the Ten Year Plan 
to End Homelessness 

July 2016 Letter of support to County 
Board 

Commission on Aging September 2016 Letter forthcoming 

Tenant Landlord Commission  June 2016 
July 2016 

Relocation Plan approved 

 
 
Housing Commission: The Citizens Advisory Commission on Housing reviewed the AHIF 
request at its October 27, 2016 meeting and will send a separate letter to the County Board 
with its recommendations for this project. 
 
Impact on Schools: As expected in an affordable elderly community, there are no school-
age children residing at the property. 
 
Loan Terms and Conditions at Settlement: Staff is recommending that the County Board 
allocate up to $9,919,255 of FY 2017 AHIF funds and authorize refinancing the existing 
$1,350,000 loan to the Applicant, for a total AHIF funding of $11,269,255 to assist with 
the renovation of Culpepper Garden I Apartments as described in this report, subject to the 
terms and conditions included in Exhibit 1 of this report. The funding will be structured as a 
$10,736,579 residual receipts loan (AHIF Loan), and a $532,676 grant (AHIF Grant). 
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Anticipated Timeline and Future County Board Requests 
The Applicant will apply for non-competitive 4% Low Income Housing Tax Credits from 
VHDA in January 2017. If the County Board approves the allocation of AHIF funds requested 
by this report, and if the tax credits are awarded, County staff will bring forward a request during 
the April 2017 County Board meeting for approval and authorization of the documents for the 
$10,736,579 AHIF loan and the $532,676 TAF grant.   
 
FISCAL IMPACT:  The current unallocated AHIF balance for FY 2017 is $4,358,982. In 
addition, there are a number of County Board actions on the November 2016 agenda which, if 
approved, would increase the total unallocated AHIF funding balance to $21,844,386. Approval 
of the staff recommendation to allocate up to $9,919,255 in FY 2017 AHIF funds for the cost 
renovating Culpepper Garden I Apartments, in combination with approval of these other board 
actions, would result in a remaining AHIF balance of $11,925,131. 
 
As noted in the background section, at any given time about 70 residents residing at Culpepper 
Garden I are receiving a Housing Grant. When the rents at Culpepper Garden increase after 
renovations are complete, costs to the Housing Grant program will increase.  In 2016, the cost to 
provide rental subsidy for 70 HG residents in 40% AMI units was $241,735.  Assuming that FY 
2020 is the first year that all units will be charging increased rents, and assuming that of the 70 
residents receiving a Housing Grant, 20 will be in units charging 50% AMI rent and 50 will be in 
units charging 60% rents, the project total cost is $402,000, an increase of $160,265. This 
increase will impact the FY 2020 County Housing Grant budget. 
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Map of Culpepper Garden Apartments 
4435 N. Pershing Drive. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

Culpepper 1 

Culpepper 2 

Culpepper 3 

Culpepper 1 
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EXHIBIT 1: 
  AHIF Loan Terms and Condition 
 

AHIF LOAN – Up to $10,736,579 
AHIF GRANT – Up to $532,676 
 

1. The Applicant for the AHIF Loan (“Applicant”) shall execute an Arlington County, 
Virginia Affordable Housing Investment Fund Loan Agreement (“AHIF Loan 
Agreement”) and other related loan instruments, as drafted and finalized by the County 
Attorney, in a form acceptable to the County Manager and the County Attorney and 
subject to County Board approval. 

 
2. The Applicant shall include these “AHIF Loan Terms and Conditions” when requesting 

proposals from senior lenders and investors. If any terms are negotiated between the 
Applicant and other parties that are in violation of these Loan Terms and Conditions, 
the Applicant must submit a request to the County Board to consider revision of these 
Loan Terms and Conditions as necessary to conform to the negotiated terms between 
the Applicant and such other parties. 

 
3. The AHIF Loan shall be secured by a subordinate deed of trust. The loan shall be 

repayable from the project’s Residual Receipts and 50% of future net proceeds from 
capital events, as will be defined in the AHIF Loan Agreement. As set forth in the related 
promissory note, and subject to an Event of Default (as defined in the AHIF Loan 
Agreement), the unpaid principal balance of the AHIF Loan shall accrue interest at the 
below market rate of zero percent (0%) per annum on the outstanding amount for a term 
of 30 years, unless extended by the County Board.  

 
4. Beginning in the first operating year of the 210-unit elderly project following the 

completion of the renovation, the County shall receive 50% of the Project’s Residual 
Receipts, as an annual payment towards the AHIF Loan. Residual Receipts as defined in 
the County Loan Agreements, shall specifically include, but not be limited to, the 
amount by which gross revenues exceed annual debt service payments, approved 
operating expenses, payments to replacement reserve and priority payment fees for 
Investor and WHDC asset management fees. Such fees shall not exceed $22,500 in the 
first year, and may be escalated annually at 2%. Any other fees or payments in excess of 
what is stated here must be paid from the applicant’s portion of residual cash flow.  

 
5. The Applicant shall execute an Arlington County, Virginia Affordable Housing 

Investment Fund Grant Agreement (“AHIF Grant Agreement”) for a Tenant Assistance 
Fund at the time of closing, as drafted and finalized by the County Attorney, in a form 
acceptable to the County Manager and the County Attorney and subject to County 
Board approval. 

 
6. The Applicant must comply with the affordable housing set-aside for the rental units as 

follows: all two hundred and ten (210) units will be affordable to households at or below 
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60% AMI. All 210 affordable units shall remain affordable for 60 years from the date of 
settlement. 

 
7. The Applicant agrees that the affordable rents shall be established in accordance with the 

HUD rent limits set for Arlington County for the unit size, minus a utility allowance (if 
applicable) as per the Utility Allowance Schedule annually approved by HUD for the 
Arlington County, VA Housing Choice Voucher Program or other manner as permitted by 
applicable federal regulations and approved by the County. 
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