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DATE:  February 21, 2012 
 
SUBJECT:  Revision of Affordable Housing Program for Buckingham Village 3 
 
C. M. RECOMMENDATION:   
 

1. Approve the revised affordable housing program of 92 apartments (Parcel A – 
completed) and 48 affordable apartments (Parcel B). 

 
2. Authorize the County Manager to execute all documents related to facilitating and 

supporting a Low Income Housing Tax Credit application for the 48-unit rental 
component for Buckingham Village 3, Parcel B, subject to approval by the County 
Attorney. 

 
3. Direct staff to develop a recommendation for funding for the Moderate Income Purchase 

Assistance Program (MIPAP) to be used for first-time home buyer assistance for 
qualifying residents of the Buckingham Neighborhood.  

 
ISSUES:  This is a request to amend the affordable housing program for Parcel B of 
Buckingham Village 3.  The revision would create a 48-unit affordable rental housing 
development instead of a 48-unit condominium offering affordable home ownership.  Alternative 
home ownership opportunities may be provided through the MIPAP program. 
 
SUMMARY:  In March 2009 the County purchased Buckingham Village 3 (BV3) for $34.5 
million and executed a Ground Lease with Buckingham Village LLC, an entity associated with 
Telesis Corporation.  In June 2009 the County Board approved an Affordable Housing Program 
for BV3 designed by the Buckingham Village 3 Working Group, which was composed of 
community residents and representatives as well as County staff.  The approved program for 
Village 3 consisted of two components: 
 

1. Parcel A:  92 apartments serving households at 60%, 50% and 40% of the Area Median 
Income (AMI); and 

2. Parcel B:  48 condominiums serving households at 60% to 80% of the AMI.   

 

30. 
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The Telesis/NHT team subsequently completed a renovation and lease-up of Parcel A using Low 
Income Housing Tax Credit equity as part of the funding package.  Changes in the home 
ownership market and home mortgage environment since the original housing program was 
approved prompted a re-evaluation of the program for Parcel B.  The recommendation to revise 
the program is a result of that analysis. 
 
BACKGROUND:  Buckingham Village 3 is located in the 300 block of N. George Mason 
Drive, Arlington, Virginia, presently improved with sixteen (16) residential apartment buildings, 
containing one hundred forty (140) residential units.  On June 9, 2007, the County Board 
approved a comprehensive development package for Buckingham Villages 1 and 3, including an 
Agreement of Sale providing for the acquisition of Village 3 for $34.5 million.  
 
The County issued a Request for Proposals (RFP) from developers for the redevelopment of BV3 
in January of 2008. Several firms, including the Telesis Corporation and NHT/Enterprise 
Preservation Corporation responded to the RFP and the County subsequently selected the Telesis 
Team to redevelop the Property.  The County issued a letter of intent on August 1, 2008, 
providing that Telesis would refine and determine the specific elements of the affordable housing 
program, the renovation and construction plan, and the financing plan for the project related to 
the redevelopment of the Property, subject to approval by the County. 

On February 24, 2009, the County Board approved financing for the purchase of the 140-unit 
Buckingham Village 3 apartments; approved a seventy-five year Ground Lease with an entity 
associated with Telesis Corporation to operate and renovate the complex; and added BV3 to the 
locally designated Buckingham Village Historic District.  The purchase (for $34.5 million) and 
simultaneous lease execution occurred on March 3, 2009.  At about the same time the County 
Manager appointed a working group to craft an affordable housing program for BV3. 
 
The Working Group included BV3 tenants, representatives from the Housing Commission and 
the Historic Affairs and Landmarks Review Board (HALRB), Telesis team members and County 
Staff.  The Working Group met weekly in April and May 2009.  On June 13, 2009 the County 
Board approved the Housing Program recommended by staff and the Working Group.  Four 
objectives were listed in the Board Report: 
 

 All 140 units remain affordable; 
 Renovation plan consistent with historic guidelines; 
 Opportunities for home ownership; and, 
 Minimal displacement of current residents. 

 
The approved program consisted of 92 low-income housing tax credit (LIHTC) apartments and 
48 for-sale condominiums.  The details of the ownership component were to be worked out and 
staff would return to the commissions and Board with recommendations for a final plan.  The 
Board Report of June 13, 2009 states:  “If the ownership component becomes infeasible, the 
units would remain as affordable apartments.” 
 
Phase I of the renovation included site improvements and the renovation of the 92 rental units in 
Parcel A.  The renovation of Parcel B and the establishment of the 48-unit condominium would 
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be Phase II.  The Telesis/NHTE team applied for, and received, an allocation of Low Income 
Housing Tax Credits for Parcel A in August 2009.  In March 2010 the County Board approved 
the Use Permit for the renovation of BV3 and approved a resolution establishing a Voluntary 
Coordinated Housing Preservation and Development District (VCHPDD).  In June 2010 the 
County Board approved the subdivision of the property into Parcel A (92 units) and Parcel B (48 
units), simultaneously dividing the ground lease into two leases, one for each parcel.  The lease 
for Parcel A was subsequently amended in August 2010 to meet conditions required for loan 
closing by VHDA.  The renovation of Parcel A, including site work and improvements affecting 
the entire site, commenced in the fall of 2010, and was completed in December 2011. 
 
Because the ownership component was not yet defined, the lease for Parcel B is structured as a 
lease with rental property, but acknowledges the possibility of ownership in the future.  The 
Affordable Housing Program included as Exhibit E to the lease states that the 48 apartments will 
be renovated either as affordable rental units or affordable ownership units.  The Exhibit further 
states “The ownership alternative would be implemented as market conditions and development 
requirements allow.”   Staff continued discussions with the Telesis Team about the ownership 
component and monitored the ownership environment which changed significantly with the 
economic downturn and the ensuing national housing mortgage crisis. Given the instability in the 
regulatory and mortgage lending environment final decisions regarding the ownership program 
were postponed with hopes that the situation would improve.  However, with the completion of 
Phase I there is a need to move forward with plans for Phase II without any more delay.  Many 
factors, including the poor condition of the existing boiler heating system serving the apartments 
on Parcel B, the impending 2012 tax credit application deadline (March 16), and the desire of the 
County to structure permanent financing of the existing purchase debt while rates are low, point 
to the urgency of making a decision about Parcel B now. 
 
SYNOPSIS OF MAJOR MILESTONES 
 
7/11/06 Board approves a Memorandum of Understanding with the owner of 

Buckingham Villages 1, 2, and 3 regarding the proposed redevelopment 
6/9/07 Board approves comprehensive development package for BV1 & 3 

including the agreement of sale of BV3 
8/1/08 Telesis Team selected as developer for BV3   
2/24/09 Board approves financing for purchase of 140-unit BV3;  

Board approves ground lease for BV3 property to Telesis-designated 
entity;  
Board adds BV3 to locally designated Buckingham Village Historic 
District; 
Board recognizes Tenant Relocation Plan as consistent with adopted 
guidelines 

3/3/09 County purchases BV3 and executes ground lease with Telesis 
6/13/09 Board approves Affordable Housing Program for BV3 
8/26/09 Telesis receives allocation of Low Income Housing Tax Credits from 

VHDA for Parcel A 
3/13/10 Board approves Use Permit for BV3 renovation & Resolution for 

VCHPDD (Voluntary Coordinated Housing Preservation & Development 
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District) 
6/12/10 Board approves Subdivision of the Property and leases for Parcels A & B 
8/25/10 County and Telesis sign amended lease for Parcel A; Telesis closes 

financing with VHDA, Capital One, and Hudson Housing Capital; 
Telesis remits first Parcel A lease payment to County  

9/10 – 12/11 Telesis Team completes renovation of Parcel A 
 
 
DISCUSSION:  A major goal of the Buckingham redevelopment project has always been the 
preservation of the Buckingham community.  In the original MOU, signed between Paradigm 
and the County in July 2006, one of the objectives included preserving “the ability of people who 
currently live in BV to continue to live in BV or in the immediate neighborhood, including HBP 
(Historic Ballston Park).”  When the Affordable Housing Program for BV3 was crafted, it 
recognized the community’s desire for ownership opportunities; offering units for sale to 
households between 60 to 80% AMI was a strategy to avoid displacing residents who would not 
be able to qualify for LIHTC rental units because they were over-income.  This strategy was also 
viewed as a fiscally responsible choice because a portion of the revenue from the sales of the 
units would reduce the principal on the debt incurred to purchase BV3, and this potential 
reduction, given financing assumptions at that time, was significantly larger, and would occur 
earlier than the reduction that would be possible given an all-rental scenario.   
 
In August 2011, pursuant to ongoing discussions with the Telesis Team and growing concerns 
about the ownership component due to the change in market conditions, County staff requested 
that Telesis commission an independent market study to help assess the feasibility of the project.  
Two market studies were subsequently prepared: one by McWilliams/Ballard, an Alexandria-
based real estate marketing and sales company with extensive knowledge of the local 
condominium market, and the other by BAE Urban Economics, a national real estate advisory 
consulting firm with an office in Washington D.C., that specializes in services for non-profit and 
public sector clients.  Both firms concluded that, given substantial concessions and an extended 
marketing and sales period, the 48 condominium units could be sold to households in the 
targeted income range.  However, both studies identify significant risks and confirm that the 
challenges to success are formidable: 
 

1. Significant price reductions, as well as down payment and closing cost assistance, are 
necessary to reach low-income purchasers, to compensate for affordability restrictions, 
and to compete with other available properties, especially neighboring Arlington Oaks 
and properties selling at reduced prices due to foreclosures and short sales; 

2. Procuring mortgage financing for low-income purchasers will be challenging given 
tighter credit requirements, higher mortgage insurance premiums, and the unsettled 
regulatory environment especially as it relates to condominiums; 

3. The pace of unit sales will be slower than previously assumed and may take up to four 
years, increasing carrying costs and providing additional risks related to presales and 
financing, including potential increases in lender fees and interest rates;  

4. The impact of the permanent affordability restrictions may slow sales to the point where 
program revisions and/or additional price reductions might be necessary. 
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In addition, both market studies suggest broadening income eligibility to populations earning 
greater than 80% of AMI and relaxing affordability restrictions, compromises which would 
jeopardize the original objectives for the program to maintain long-term affordability and to 
preserve the Buckingham community.   
 
As demonstrated in the Financial Comparison table below, the price concessions and slow 
absorption rate of the current condo option would increase the per unit county subsidy required 
to implement the ownership option by nearly $90,000/unit over the original condo proposal.  As 
a result the County’s ability to pay down the outstanding principal on the purchase debt would be 
reduced from approximately $5 million to less than $1 million.  Furthermore it is now estimated 
that an ownership unit will cost the County $80,000 more than the subsidy needed for an 
affordable rental unit.  By comparison the average AHIF subsidy for Committed Affordable 
rental units in recent years is less than $78,000/unit. 
 

FINANCIAL COMPARISON OF OPTIONS FOR PHASE 2 (48 units) 

 Original Condo 
Option 

Current Condo 
Option 

Rental – 9% 
LIHTC Option 

COUNTY FUNDS  
1. Acquisition for 48 units  
(County funds - pro-rated for Parcel B) 

11,828,571 11,828,571 11,828,571 

2. Plus: Estimated MIPAP 
Subsidy (County funds) 

2,400,000 2,668,913  

3. Less: Short-term Cash Return 
to County from Redevelopment 
(3 – 4 years) 

(7,363,441) (3,484,115) (2,632,147) 

4. Less: Additional Cash Return 
through lease payments  
(NPV of 75-yr rental lease) 

  (2,044,045) 

5. Long term net county subsidy
(in today’s dollars) 

6,865,130 11,013,369 7,154,112 

6. Short term return to County 
(Line 3 – Line 2)   

4,963,441 815,202 2,632,147 

7. County subsidy per unit (48) 143,000 229,445 149,044 

 
Recommended Affordable Housing Program:  Staff recommends revising the Affordable 
Housing Program for BV3 to include 48 affordable rental apartments on Parcel B instead of for-
sale condominiums.  The mix of units would mirror the mix established on Parcel A except for 
the addition of up to five “market rate affordable” units for households whose incomes range 
between 60% and 80% AMI.  Although these 80% AMI units would not be eligible for Low 
Income Housing Tax Credits, the units are recommended to help minimize the displacement of 
vested BV3 residents whose incomes are above the tax credit eligibility ceiling and who are not 
interested in, or cannot qualify for, mortgage loans.  The additional cost to the County for 
providing the 80% units is partially offset by the ability of the project to carry a larger first 
mortgage debt.  Consistent with the original plan, vested tenants whose incomes exceed 80% 
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AMI would be able to rent one of the renovated market affordable units at Parcel B.  However, 
upon turnover these units would be rented to 80% AMI households.  The net additional cost to 
the County for providing the 80% units is approximately $381,785.   
 
The recommendation for the rental project includes the following mix of units:   
 
Parcel B:  48 apartments 
 

1. Rental affordability: 
a. 10% of units (5) affordable to 80% AMI households 
b. 50% of units (23) affordable to 60% AMI households 
c. 30% of units (15) affordable to 50% AMI households 
d. 10% of units (5) affordable to 40% AMI households 

 
2. Unit Mix by Size 

a. 26 one-bedroom units 
b. 12 two-bedroom units 
c. 10 three-bedroom units 
 

3. Accessibility and Supportive Housing 
a. Minimum of 5 fully-accessible units  
b. 5 units designated as supportive housing and/or subsidized for tenants with 

mental, cognitive, or physical disabilities, subject to DHS funding. 
[Expectation is that these units would not necessarily be the same as the fully-
accessible units.] 

c. Universal Design elements consistent with historic requirements and budget 
 

4. Net cost to County  (Considering NPV of 75-year ground lease) 
a. $7,154,112 
b. Approx $149,000/unit   
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The table below shows the unit mix and affordability for the recommended rental component: 
 

Unit Size Affordability Max. Rent Level1 # Units 

1-bedroom 40% $731 2 
(26) 50% $893 10 

 60% $1,043 12 
 80% $1,363 2 

2-bedroom 40% $909 2 
(12) 50% $1,111 3 

 60% $1,298 5 
 80% $1,750 2 

3-bedroom 40% $1,092 1 
(10) 50% $1,335 2 

 60% $1,560 6 
 80% $2,142 1 

Total   48 
 
 
Financing: The recommended rental program will be financed with a blend of public and private 
financing, including federal Low Income Housing Tax Credits (LIHTC) and federal and state 
Historic Tax Credits.  At the completion of the renovation and the close of permanent financing, 
the County’s development subsidy in Parcel B will be approximately $9,198,157.  Over time, a 
portion of this development subsidy will be paid back by annual Ground Lease payments (for 75 
years).  The estimated NPV of these payments is approximately $2 million. Consequently, the 
net County subsidy needed for the above income mix is projected to be $7,154,112, or 
approximately $149,000/unit.   
 
The table below shows the anticipated sources and uses of the Parcel B rental component. 
 

Sources & Uses - 48 Affordable Apartments 
Sources: Uses: 

LIHTC $4,435,000 Acquisition $11,828,571 
Permanent Debt $3,950,000 Renovation $5,675,684 
VA Hist.Tax Credits $1,169,000 Soft Costs $881,333 
Fed Hist.Tax Credits $1,352,000 Finance Costs $334,264 
Deferred Dev.Fee $300,000 Reserves $294,305 
County Funding $9,198,157 Developer Fee $1,390,000 
Total: $20,404,157 Total: $20,404,157 

 
The total development cost reflects the market-rate acquisition price and a complete renovation 
that includes bump out additions to create the ten 3 bedroom units.  Both LIHTC and permanent 
debt figures are based on current rates and presume a successful allocation of 9% tax credits for 
construction costs.  If Telesis is unsuccessful in obtaining 9% tax credits in the 2012 

                                                        
1 Based on HUD rent limits for 2012 less utility allowance. 
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competition, they may apply again during the 2013 cycle, or consider a 4% tax credit structure 
which is available without competition.  The developer fee represents approximately 7% of the 
total.  The higher than average County subsidy per unit is a result of several factors - the market-
rate acquisition for the land, the subsidy needed to achieve 40% and 50% AMI rents, and the 
inability to use tax credits on 80% AMI units.  The inclusion of 40% and 50% AMI units are 
necessary in order for the application to remain competitive in the VHDA 9% credit round. 
Without providing these lower-income units, the project would lose nearly 35 available points. 
Because of the reduced mortgage capacity due to lower rents for the 40% and 50% AMI units, 
the additional cost to provide these units is approximately $614,000 – approximately $22,000 
more per unit for fifteen 50% AMI units, and approximately $56,700 more per unit for five 40% 
AMI units.  However, because the addition of these units makes the project much more 
competitive in the LIHTC application process, we are investing $600 thousand to leverage $4.4 
million in tax credit equity.   
 
Impact on the County’s Affordable Housing Investment Fund (AHIF):  No additional AHIF 
funding is requested for the rental development.  However, the debt used to purchase BV3 is a 
variable rate note with monthly interest payments paid with AHIF funds.  Currently interest-only 
payments on the short-term note range from $1.0-1.5 million annually due to historically low 
interest rates.  Annual payments will increase when the County converts the short-term note to 
permanent financing and payments include both principal and interest.   Depending on the timing 
of the County’s refinance of the BV3 debt and infusion of tax credit equity with the rental 
project, the County may be able to use the short-term cash return in the Financial Comparisons 
table above to reduce the principal amount financed in the long-term obligation.  Further, 
ongoing annual lease payments from Parcels A and B could be applied to the debt service 
obligations, lowering the financial burden to the AHIF.   
 
Homeownership Opportunities:  Because the staff recommendation to convert Phase II to 
rental would mean no home ownership in BV3, staff recommends providing funding for the 
County’s Moderate Income Purchase Assistance Program (MIPAP) so that eligible households in 
the Buckingham neighborhood could be helped to become first time home buyers.  The MIPAP 
funding is not included in this report and in early summer staff would bring back for County 
Board approval funding sources and guidelines for the use of the funds. 
 
Staff attempted to update information regarding the demand for home ownership among 
Buckingham Village residents who might qualify for mortgage financing.  A survey of 163 
Buckingham Community residents in fall 2008 indicated that approximately 108 households 
(65%) would be interested in living in BV3 after renovations were completed.  This is fairly 
typical of market rate affordable rentals where the average annual turnover is approximately one-
third.  Of those households interested in staying, 34 or approximately one-third, reported 
incomes over 60% AMI.  Of that number, approximately 24 stated initial interest in purchasing a 
unit.  Throughout the development process, BUGATA and Telesis have remained in touch with 
approximately 11 interested former BV3 tenant households and Buckingham community 
residents, to keep them informed of the plans for Parcel B and the home buying and financial 
education resources available to them through County programs. BU-GATA and Telesis/NHT 
are working to understand how many of these households qualify for mortgage financing under 
current underwriting requirements. 
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As the renovation of Parcel A proceeded, over-income households living there were relocated to 
Parcel B or comparable units off-site.  As attrition occurred, units at Parcel B were rented to 
households who were informed of the renovation plans; these new households are not vested 
tenants and are not entitled to relocation benefits.   Currently there are ten vested tenants living in 
the units at Parcel B.  Of the ten, four households have incomes between 60 – 80% AMI; three 
households have incomes below 60% AMI; and three household incomes have not been verified 
despite repeated attempts to contact them.  In addition there are three vested households 
currently living off-site who have been receiving relocation benefits in anticipation of qualifying 
for the homeownership program at BV3.  These households have incomes that range from 60% 
AMI to higher than 80% AMI. 
 
Staff recommends pursuing an authorization of up to $560,000 in CDBG/HOME/AHIF funds to 
be used as MIPAP subsidies (Moderate Income Purchase Assistance Program) to assist eligible 
households who can qualify for first mortgages to buy homes elsewhere in Arlington.  Based on 
the analysis of Telesis regarding necessary purchase assistance funds, staff estimates that 
approximately ten households could be helped to become homeowners with this amount of 
MIPAP funding at an average cost of $56,000 per household.  Eligible households would have 
incomes up to 80% AMI and be current or displaced residents of the Buckingham Neighborhood 
as defined in the approved Tenant Relocation Plan.  (The defined area of the Buckingham 
neighborhood is based on the County’s Neighborhood Strategy Area boundaries.)  Ownership-
ready eligible households could access MIPAP provided they qualify for a first mortgage and 
execute a valid sales contract on a home to purchase in Arlington.  In addition County staff 
would provide technical assistance to those households over 80% AMI to help them identify 
favorable mortgage programs that may be available to them through lenders such as the Virginia 
Housing Development Authority (VHDA). 
  
If approved, these additional affordable home ownership units would cost the County 
approximately $56,000/unit in loan funding for purchasers compared to the $229,445/unit 
required for affordable ownership units at a BV3 Condo.  Timing & Next Steps:  If the County 
Board approves the recommended affordable housing program, Telesis and its development 
partner National Housing Trust/Enterprise (NHTE) will submit a tax credit application in the 
2012 competition.  The application date is March 16.  If the Telesis team succeeds in obtaining 
necessary approvals and financing, it could begin renovation of Parcel B in the fall of 2012.  
Staff anticipates that the County Board would need to approve an amendment to the current lease 
on Parcel B to meet VHDA conditions and to update lease payments based on revised financial 
projections.   
 
Staff would also initiate the process to allocate funds to the MIPAP program to implement the 
alternative ownership component.  
 
Affordable Housing Goals & Targets:  The project meets the following Goals and Targets: 
 

 Sets aside 5 units (10%) for supportive housing and/or people with disabilities. (Goal 
1/Target 1A) 

 Improves existing housing stock and therefore ensures that it is safe and decent (Goal 3); 
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 Renovation will comply with EarthCraft standards (Goal 4/Target 4E); 
 Provides 48 units of committed affordable housing (Goal 5/Targets 5B & 5D); 
 Provides 10 rental units affordable to households earning up to 40% of the AMI (Goal 

6/Target 6B); 
 Includes 12 two-bedroom and 10 three-bedroom units for a total of 22 family-sized units 

(or 46% of the project) (Goal 7/Targets 7A & 7B); 
 Through MIPAP assistance, provides ownership opportunities for eligible low and 

moderate income households (Goal 9/Target 9B). 
 
Schools Impact:  In 2009 Arlington Public Schools (APS) projected the impact on schools as an 
increase of 13 students for the entire 140-unit project (47 then-current students and 60 after the 
renovation).  APS estimated minimal impact to each school with the breakdown split for the 60 
students as 50% elementary (Barrett Elementary School, for 30 students), 20% middle (Swanson 
Middle School, for 12 students) and 30% high school (Washington-Lee High School, for 18 
students).  The change in the housing program does not affect the unit number or size and would 
have no affect on the schools projection. 
 
Community Process:  Following the adoption of the Housing Program in June 2009 and 
throughout the renovation process, members of the Telesis Team, including representatives of 
BU-GATA and Rinker & Associates, continued to meet with tenants and to provide periodic 
updates on the status of the work.  They helped to manage the relocation process during the 
renovation of Parcel A.  With BU-GATA, they provided information on home ownership, 
worked with families to assess their ability to obtain mortgages, and maintained a list of 
interested households.   
 
On February 9, 2012 a Community Meeting was held at the Buckingham site to get resident 
input and to discuss the staff recommendation on the ownership component.  Original members 
of the Save Buckingham Coalition were invited.  Approximately 18 community residents 
attended the meeting.  About nine of those attending indicated their desire to purchase a unit at 
Parcel B; however it is not known whether these residents can qualify for mortgage financing.  
 
Housing Commission:  The Citizens’ Advisory Commission on Housing discussed the housing 
program related to ownership at meetings on January 12, February 2, and March 1. At the March 
1 meeting the Commission voted to support the staff recommendation to to develop a Low 
Income Housing Tax Credit rental at Parcel B and to pursue alternative ownership opportunities 
through the MIPAP.  The vote was five in favor, one opposed, and one abstention. The 
Commission’s letter will be forwarded to the County Board. 
 
FISCAL IMPACT:  No AHIF funds are requested for the rental development at this time.  
However decisions made regarding the housing program will impact the amount of County funds 
remaining in the development when renovations, lease-up and/or sales are completed.  This in 
turn will determine the future allocations of AHIF that will be needed to cover the debt service 
for the County’s purchase of Buckingham Village 3.   
 
 


