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Production Overview:

	
	Resource Allocation

% of 2003 Goal
	Units 

% of 2003 Goal

	Multifamily Housing
	25%
	52%

	Single Family Housing:

    Reported

    Public Funds Only (excl. CPAN)
	23%

19%
	30%

	Improvements
	25%
	48%


	Units Created By Income 

	
	0-15% AMI
	16-30% AMI
	31-50% AMI
	51-60% AMI
	61-80% AMI
	81-120% AMI
	Total Units

	Multi-Family
	1,465
	900
	507
	281
	25
	7
	3,205

	Single-Family
	0
	7
	44
	53
	109
	148
	384

	Improvements
	107
	380
	463
	49
	60
	66
	1,166


As reported on page one, the Department has indeed surpassed both its resource allocation and unit goals for the entire five year plan, having spent 102% of its projected resources and creating or assisting 106% of its projected units. Much work remains to be done to address the city’s growing need for affordable housing. We trust that the Department’s excellent performance, as evidenced in its thorough quarterly progress reports, warrants increased support from the city over the course of the next five-year Affordable Housing Plan.

Resource allocation this year, however, has lagged, and besides a few star programs, unit production and assistance has also slowed to low levels. With the year half over, the Department had committed less than a fourth of its available resources. It makes sense for the Department, and government in general, to take advantage of the lower construction and interest costs that accompany slow economic times, and to make investments in homes, communities, and jobs that would be too costly in better times.

In particular, two of the largest line items on the Department’s budget—HomeStart and City Mortgage—continue to lag well behind their goals. The $20 million HomeStart bond issue has failed to produce a single new unit to date, even while the inventory of well-located city-owned parcels continues to dwindle. Instead, developers are opting to develop their projects using other means, whether buying the land at market value or participating in Chicago Partnership for Affordable Neighborhoods (CPAN).

City Mortgage, the second largest single program that the Department runs and by far its largest homeownership program, also suffers from a lack of demand. Even though changes in the program this year were supposed to make it more palatable to homebuyers in the face of fierce competition for home loans within the private market, the program made only $2.27 million in loans in the second quarter—less than 4% of its annual capacity. At this rate, the program only used 13% of its available resources in the first half, and is on track to use a bit more than 20% of its resources in the entire year—leaving $48 million in bonding authority unused and available for other purposes.

Furthermore, these two laggardly programs do little to assist needy Chicagoans. Over half of City Mortgage recipients earn over 80% of Area Median Income (i.e., $60,320 for a family of four)—placing them in the better-earning half of Chicago families, since incomes in the city are almost 20% below those in the Primary Metropolitan Statistical Area. (See chart below.)

	 HH
	PMSA
	Chicago
	PMSA
	Chicago
	PMSA
	Chicago
	PMSA
	Chicago
	PMSA
	Chicago

	size
	30% AMI
	30% AMI
	50% AMI
	50% AMI
	80% AMI
	80% AMI
	100% AMI
	100% AMI
	120% AMI
	120% AMI

	1
	$15,840
	$12,777
	$26,400
	$21,295
	$42,240
	$34,073
	$52,800
	$42,591
	$63,360
	$51,109

	2
	$18,090
	$14,592
	$30,150
	$24,320
	$48,240
	$38,913
	$60,300
	$48,641
	$72,360
	$58,369

	3
	$20,370
	$16,431
	$33,950
	$27,386
	$54,320
	$43,817
	$67,900
	$54,771
	$81,480
	$65,725

	4
	$22,620
	$18,246
	$37,700
	$30,411
	$60,320
	$48,657
	$75,400
	$60,821
	$90,480
	$72,985

	5
	$24,420
	$19,698
	$40,700
	$32,830
	$65,120
	$52,529
	$81,400
	$65,661
	$97,680
	$78,793

	6
	$26,250
	$21,174
	$43,750
	$35,291
	$70,000
	$56,465
	$87,500
	$70,581
	$105,000
	$84,698

	7
	$28,050
	$22,626
	$46,750
	$37,711
	$74,800
	$60,337
	$93,500
	$75,421
	$112,200
	$90,506

	8
	$29,850
	$24,078
	$49,750
	$40,131
	$79,600
	$64,209
	$99,500
	$80,261
	$119,400
	$96,313


Source: HUD 2002 Income Limits; Census 2000 (using per capita income as factor)

City-assisted loan products targeted at lending markets less extensively covered by the private market—in particular, the NHS-run Neighborhood Lending Program targeted at families interested in rehabbing—are finding a more willing market than City Mortgage. The programs are achieving high resource utilization rates while also assisting recipients with lower incomes than City Mortgage—only 19.9% of NHS/NLP recipients had incomes over 80% of AMI, compared with 61% of City Mortgage recipients. We recognize that these programs have different funding sources, but given the demonstrated demand for non-traditional loans, perhaps the Department should investigate ways to allocate its resources accordingly.

One rehab program that still has yet to prove its merit, though, is the Bungalow Rehab Tax Credit. This program has cost the city $203,000 to improve a mere six houses, all of which belong to owners with relatively high incomes (half over 80% of AMI). We question the need for this program, first of all because a federal income tax credit does not seem like the most effective use of, or most logical way to receive, city resources, and second because other programs, at lower cost to the city, are available to assist those who wish to rehab their bungalows.

The underperformance of both HomeStart and City Mortgage certainly drag down the Department’s entire homeownership balance sheet, but they are by no means alone. The Department had helped only 384 families buy their homes in the first half of this year, less than a third of its goal. The City-funded City Land and New Homes for Chicago programs are resulting in relatively few units—the programs had produced only 34% and 36% of their unit projections.

Besides the ever-popular Police Home Buyer Assistance, the best-performing homeownership programs in terms of meeting unit goals are CPAN and HUD Homes/Preserving Communities Together. As of July, CPAN had secured nearly $5 million in developer contributions to affordable housing this year, accounting for nearly a fifth of the Department’s allocated resources for homeownership and almost all of its allocated funds for getting homeowners into newly built units. We believe that the CPAN model, particularly in those areas where it has become de rigeur, points the way towards a universal housing set-aside in the city. Such a program could create thousands of new, quality units, affordable to Chicago’s workforce and located in parts of the city that are now plainly unaffordable.

The improved reporting of CPAN projects, which includes addresses and the number of affordable units, is much appreciated. One curious difference between this chart and other program report charts is that the CPAN and Bungalow charts are both cumulative, counting units built since program inception, while other charts simply report on the quarter’s activity. Although it’s useful to know the cumulative numbers, it’s more useful to know how the programs are doing on a more regular basis. Also, the CPAN chart would be more useful if it included the dates on which the developer applications were approved—again, so that the program could be tracked over time.

Another program for which we would like to see changes in reporting is the Property Stabilization Fund. This multifamily program had spent nearly $800,000 to preserve 346 dwellings, an impressive achievement, but is not detailed within the progress report.

On the multifamily side, we are similarly concerned by the lack of activity. In the first half of the year, the Department has funded only four new rental projects—two HOPE VI/CHA redevelopments, one for-profit senior building, and one development narrowly targeted at foster families. This year has only seen 18 new family-size units funded for Chicago families without special needs—the three-bedroom Tax Credit and market rate rental flats at Madden Wells 1A. This number stands in stark contrast to the 3,205 rental units that the Department’s multifamily unit production figures—2,000 of which were CLIHTF assisted rentals. The Department’s refusal to separate unit totals for capital assistance (rehab & new construction) from preservation and rental assistance (rental assistance, safety, stabilization, and site enhancement) is a source of ongoing confusion about the true extent of the Department’s efforts.

Also, it is interesting to note that the “market rate” rents at Madden Wells are still affordable at 80% of AMI—a fact which calls into question the “infeasibility” of providing affordable units in new developments.

We recognize the hard work that has gone into creating Jazz on the Boulevard and Madden Wells, and congratulate the Department and the developers for their hard work. We are especially glad to see that the Drexel project includes a nonprofit, Century Place, as a partner in the development. However, it is disconcerting to find that Century Place is the only Chicago community development corporation which has received city funds to build rental housing this year.

We again want to encourage the Department on its continued success with the Troubled Buildings Initiative. In the second quarter, six vacant, crime-ridden buildings received private financing for transformation into affordable family housing, injecting much-needed investment into long-neglected neighborhoods. As we stated last quarter, “few programs are as cost-effective at achieving any of [the city’s] housing, planning, or policing goals – much less all of them.” The thorough reporting of this program, new to this quarter’s progress report, is also much appreciated.

To extend the efficacy of this program, we urge the city to investigate other ways to stretch its resources. Already, the program takes advantage of the city’s vast stock of abandoned buildings—its most valuable, but underused, affordable housing resource—and, as a result, results in considerable cost savings over new construction. TBI’s financing resources and enforcement mechanism (the “stick” of condemnation) could easily be combined with ongoing rental subsidies, other sources of capital funds, and the expertise that nonprofit developers have in identifying community needs, rehabilitation, and effective, economical management. When properly used, TBI could be a tool to improve many of Chicago’s neighborhoods for the long run, preserving historic urban fabric while also stabilizing and making safe urban communities. As Brent Staples observed in a August 24 New York Times editorial titled “Why Once-Violent Neighborhoods Stayed Calm During the Blackout,” “the calm that characterized Bushwick and other rebounding neighborhoods during the recent blackout vindicates the [city’s] housing initiative… the progress of the last 10 years reminds us that investing in the poorest communities benefits the city as a whole.”

We are surprised to see that, of the 380 affordable units ascribed to TIF subsidies under the report’s “Production Comparison to Plan” table, 35 are unrestricted, market-rate units leasing or selling for rates not even affordable at 120% of AMI. These units should simply not be counted in the unit totals. The TIF program’s success at creating new units demonstrates the private sector’s willingness to use financing from outside the Department of Housing in order to meet the city’s housing and planning goals.

The Department did indeed conduct most of its public involvement process for its five-year Affordable Housing Plan renewal during the second quarter. We found the public involvement component to be notably lacking. We would be surprised that the Department received only 57 comments about its billion-dollar plan from its public hearings, except that we know that outreach about the hearings was very poor indeed. We learned about the hearings from an article buried deep inside the Sunday Tribune – for hearings that Tuesday and Wednesday. Such short notice is simply unacceptable for a department that otherwise has been rightly proud of its outreach efforts (including these Quarterly Progress Reports).

Shortly after the end of the second quarter, the plan’s Advisory Group met to identify some potential new resources for affordable housing that could contribute to the Department’s goals over the next five years. We believe that this committee would be interested in some of our findings in this regard; we have attached the memorandum we distributed at that meeting. The Advisory Group was especially interested to hear about how other cities, notably New York, have used property tax incentives to spur the construction or rehabilitation of affordable rental housing. For instance, New York City’s J-51 tax abatement has helped to rehab (and keep affordable) nearly two million apartments over the past fifty years, continuing at a rate of nearly 100,000 apartments a year. The Advisory Group also discussed dedicated revenue streams for housing, an idea that the Department has supported in at least one form—the proposed Statewide Rental Assistance Program, which would tie deed recording fees to a statewide rental support program. Similar revenue dedication could stabilize and expand the resources available for affordable housing in Chicago.

Finally, we encourage each of you to learn more about and to support the housing set-aside.

