Summary of Housing Policy Recommendations

Millenial Housing Commission

1. A policy that must be maintained is the pass-through interest deduction for owners of housing cooperatives.

2. We urge HUD to revise its Project-based Section 8 strategy (in lieu of an expansion of tenant vouchers) so that the housing can be kept affordable in perpetuity.

3. We ask that Section 8 vouchers be used for homeownership, having been used successfully in housing cooperatives in Chicago.  Co-op conversions of Section 8 properties are one strategy for affordable housing preservation in Chicago.  

4. Our recommendation is to re-capitalize HUD’s Section 221(d) 3 mortgage program (dating from the 1960’s), which has been the most successful HUD mortgage programs ever created, with a low default ratio.  The renewal of this loan program will spur the production of affordable cooperative housing in Chicago and nationally.

5. We also recommend the re-capitalization of the LIPHRA program, which is often touted as a successful program in rehabilitating multi-family housing in Chicago.  LIPHRA has helped to create tenant ownership for thousands of low-income families in the city.  

6. We urge the expansion of CDBG funds and HOME dollars in the creation of affordable housing cooperatives in Chicago.  An expansion of the HOME program is particularly critical because it does not have the restrictions of low-income housing tax credits in the creation of affordable housing cooperatives.

7. We ask that the HOPE VI and Section 202 be more widely marketed as financing tools to create affordable housing cooperatives.

8. We recommend that HUD offer funding and assistance in creating a replicable model for the conversion of expiring tax credit properties to limited-equity housing cooperatives.

9. We recommend expanded HUD funding nationally of a New York-based program known as Naturally Occurring Retirement Communities (NORC).  NORC provides social, health, nursing, adult day care and recreational programs for seniors (60 and older) who have “aged-in-place” in housing co-ops.  A $1 million Year 2000 HUD grant replicated the program in Maryland and Illinois, but additional funding is needed to bring the program to California, Minnesota and other states with concentrations of older populations in housing cooperatives.

Overview of Chicago Mutual Housing Network

Founded in 1994, CMHN supports and develops resident-controlled and managed housing for Chicago’s low and moderate-income families.  We accomplish this task via three unique approaches: by developing cooperatives for low-moderate income families; by enhancing the skills of disadvantaged families in financial and property management; and by informing private lenders, government, organizations and individuals about the benefits of cooperative housing.  Since our inception, we have assisted in the creation of over 2,200 units of resident-controlled housing.

Section 8 Vouchers

How well or badly are vouchers working in different markets?

Owners of Project-based Section 8 properties are planning to opt out – Chicago stands to lose approximately 16,000 affordable housing units due this phenomenon.  As reported in the June 11, 2001 Crain’s Chicago Business, owners of Project-based Section 8 properties find HUD regulations “onerous” and this has forced them to end their participation in the program.  These building owners are also seeking to “cash-out” in rapidly gentrifying areas of the city.

To what extent should vouchers be project-based or otherwise linked to production programs?

We urge HUD to revise its Project-based Section 8 strategy (in lieu of an expansion of tenant vouchers) so that the housing can be kept affordable in perpetuity.  Currently, vouchers are reaching approximately 1 in 5 low-income families that need them in Chicago.  Clearly, one of the advantages of Project-based Section 8 is that the affordability of the housing remains intact.  As family incomes stabilize and joblessness mitigated, families move on to affordable or market rate rental housing, or affordable homeownership.  This provides opportunities for lower income households to move into reliable Project-based Section 8 housing.

How can vouchers best support mobility and self-sufficiency for the families that receive them?

Section 8 Vouchers should be used for homeownership, and have been used successfully in housing cooperatives in Chicago.  Co-op conversions of Section 8 properties are one strategy for affordable housing preservation in Chicago.  Two excellent examples of 100% Section 8 properties that have successfully converted to housing cooperatives include the Gill Park Cooperative, 810 West Grace Street and Lafayette Plaza, 50 West 71st Street.  The Chicago Dept. of Housing has also looked into a condominium/cooperative model (or cond-op) for 80/20 Section 8 properties in gentrifying areas of the city.  This would enable lower income households to remain in a mixed-income housing community while concurrently offering them tenant ownership.

Housing Finance & Housing Preservation

How can we best provide the capital to finance the rehabilitation needs of the affordable housing stock (both public housing and assisted inventory?

Our recommendation is to re-capitalize HUD’s Section 221(d) 3 mortgage program (dating from the 1960’s), which has been the most successful HUD mortgage programs ever created, with a low default ratio.  The renewal of this loan program will spur the production of affordable cooperative housing in Chicago.  Chicago area cooperatives that benefit from this mortgage program include London Towne Houses in the Pullman neighborhood.  Established in 1964, the 803-unit development benefits from a 1% FHA guaranteed mortgage allowing families to live in the development today for as little as $400 per month.  Overall, cooperative loans have proven to be the FHA’s top performing loans in the portfolio, outperforming any other FHA loan program (Source: 1995 study by the Urban Institute and the National Cooperative Bank.)

How can this existing stock be preserved so that the properties involved are self-supporting in the future?

We recommend the re-capitalization of the LIPHRA program, which is often touted as a successful program in rehabilitating multi-family housing in Chicago.  LIPHRA has helped to create tenant ownership among thousands of low-income families in the city.  Three former HUD properties (including 5030 North Marine Drive, 4848 North Winthrop and 707 West Waveland) have all been successfully converted into limited-equity housing cooperatives through LIPHRA, representing a total of 783 affordable housing units.  The Chicago Mutual Housing Network has worked with resident-owners in all of these properties in order to make successful cooperative conversions, including resident training, Board operations, financial and property management, member selection, bylaws, occupancy agreements, etc.  We are currently working with a fourth LIPHRA building (known as 4550 North Clarendon or Lakeview Towers) to enable a tenants association to purchase the property from the owner.  

Housing Production

How well do current programs operate as production tools (e.g. HOME, CDBG, Hope VI, 202)?

We urge the expansion of CDBG funds and HOME dollars in the creation of affordable housing cooperatives in Chicago.  An expansion of the HOME program is particularly critical because it does not have the restrictions of low-income housing tax credits in the creation of affordable housing cooperatives.  CDBG funds from the Chicago Department of Housing enabled the Network to provide direct resident/tenant training to approximately 360 households in 2000.  We will serve over 500 households this year through a CDBG grant.

HOME dollars were used to create Chicago’s first master lease cooperative in Humboldt Park.  The Nuestro Hogar (Our Home) Cooperative will house 31 low-income families.  
We ask that the HOPE VI and Section 202 be more widely marketed as financing tools to create affordable housing cooperatives.  It is unclear to the Chicago affordable housing community that the Section 202 program could be used for cooperatives serving the elderly or disabled.  One cooperative that has worked well in this instance is the Silent Cooperative, a 99-unit co-op at 2500 West Belmont Avenue in Chicago.  HOPE VI funding in Chicago has been largely targeted for CHA redevelopment, with little to no attention given to the creation of housing cooperatives.   

What innovative and creative programs are being used by states and local governments to produce affordable housing?

Currently, the Network is working with HUD funded or public housing properties to convert the properties to cooperatives or mutual housing associations.  One such property is the Chicago Housing Authority’s Lake Parc Place at Oakwood Boulevard and Lake Park Avenue.  A mixed-income, 280 unit twin high-rise development, Lake Parc has been successfully self-managed for the past two years.  The resident council is now working with the Network to convert to a housing co-op.

How could the various tax policy tools (e.g. tax credits, bonds, passive loss allowances) be better used to promote (a) the production of affordable rental housing, including housing for extremely low-income families, and (b) homeownership?

Tax credits are one of the few deep subsidy programs that we have utilized for housing production, but the fifteen year wait for actual tenant ownership make tax credits an unworkable solution for the creation of housing co-ops.  The recent federal expansion of the tax credit program will result in more affordable rental property constructed, but will not assist us in creating tenant ownership opportunities for low-income families.  We need federal dollars without the restrictions that tax credits require.

Community Linkages  

How can the eligibility requirement and planning requirements that govern housing programs be coordinated with non-housing programs (such as transportation, child care and health care) so that housing policy reinforces welfare reform to assist strong, self-sufficient families?

We recommend expanded HUD funding nationally of a New York-based program known as Naturally Occurring Retirement Communities (NORC).  NORC provides social, health, nursing, adult day care and recreational programs for seniors (60 and older) who have “aged-in-place” in housing co-ops.  A program that serves 50,000 seniors and 40 cooperative developments in New York State, we have brought social, health, nursing, adult day care and recreational programs to four affordable housing developments in Chicago.  One pilot site is located at the Harper Square Housing Cooperative, 4800 South Lake Park Avenue.  The second site consists of a trio of developments located at Gill Park Cooperative, 810 West Grace Street, Lakeview East at 707 West Waveland and the 820 West Belle Plaine Mutual Housing Association.  Medical and supportive services will be provided at Harper Square Co-op by the non-profit Chicago Commons, while White Crane Wellness Center will provide services to Gill Park et al.  We were able to bring the NORC program to Chicago through the assistance of the NORC Supportive Services Center in New York, which received funding from HUD in 2000 to replicate the NORC program nationally.  NORC Supportive Services Center has also replicated the program at the 1,500 unit Greenbelt Cooperative Homes in Greenbelt, Maryland. 

In working with low-income affordable housing developments, it is clear that a cooperative child care program would be effective in allowing parents to pursue work options, computer literacy or to participate in the collective decision-making process that is a critical component of cooperative living.  A childcare collective (co-op) would work effectively with cooperative housing, providing work options for the unemployed or underemployed.  

The self-managed CHA development Lake Parc Place has been effective in employing residents in security or property management positions.  As noted by John Clement, the President of the Resident Management Association (RMA) at Lake Parc Place, “these folks were on the street before they were employed by the RMA.  Now, they are part of a productive workforce.” 

