I >k CHICAGO

GREEN SOCIAL HOUSING:

ixed-income Housing Production Model

I PROBLEM:

- Chicago is facing a housing crisis with supply for housing unable to meet demand. 119,000 fewer affordable apartments
than there are families in need.

- Over 51% of Chicago Renters are cost burdened, meaning they spend more than 30% of their income on rent and utilities.

- Traditional Affordable housing, like LIHTC, relies on federal funding sources which are unlikely to grow in the coming years and may
face significant cuts.

- Poor indoor air quality, including fuel combustion in living areas, can lead to negative health outcomes including increased asthma in
children. Buildings make up 70% emissions in Chicago.

l SOLUTION:

- Green Social Housing (GSH) is an environmentally and fiscally sustainable, mixed-income housing production model. Chicago will
develop permanently affordable housing for all Chicagoans while providing a minimum of 30% income-restricted affordable units
for 50-80% AMI and 70% market rate units. The Residential Investment Gorporation will strive to include deeply affordable units for
0% AL

= In April 2024, the Johnson admin passed the Housing and Economic Development Bond with a set-aside of $135 Million for the GSH
Revolving Loan Fund.

- The GSH Revolving loan fund is financially efficient and sustainable tool to develop mixed-income housing that leverages the scale and
experience of the private sector while recycling the initial investment for continued investment in Chicagoans.

I GSH HOUSING PRODUCTION IMODEL IS SIGNIFICANT FOR MANY REASONS INCLUDING:

1. “Grow the pie”: GSH will increase City-supported affordable and mixed-income housing production by up to 50%.

2. It utilizes a short-term revolving loan fund, a self-sustaining funding source that will continue to produce new housing develop-
ments in the City without further City, State or Federal appropriations.

3. Green building standards will improve indoor air quality and reduce tenants’ utility bills by an average of $572 /year, putting money
back into families’ pockets.

[ ex sreps:
- DOH is seeking authority from City Council to establish the 501(c)3 subsidiary “Residential Investment Corporation™ (RIC)
development entity.

- This follows national best practices for jurisdictions pursuing this development model, freeing up the subsidiary to move “at
the speed of the market.”

- Establishing this 601c3 creates a pathway for RIC and DOH to issue RFQs, engage developers, and eventually manage Green
Social Housing assets.

- This ordinance does not authorize any development or expenditures

- Additional Administration and Council approval will be required to fund each project utilizing the GSH model per Bond Ordi-
nance’s $5M council authorization threshold.



Chicago Green Social Housing Program
Frequently Asked Questions

How is the Green Social Housing different from CHA/LIHTC?

CHA is federally funded to administer federal Section 9 and Section 8 public housing and voucher
programs. While CHA does work with third party developers to build and operate mixed income
housing, that housing relies on federal public housing, Low Income Housing Tax Credit (LIHTC), and
other funds, and income mixes are not designed for cross-subsidy, as GSH is.

The Residential Investment Corporation (RIC) will develop housing without federal subsidies and will
underwrite mixed-income units in order to allow each development to be financially self-sustaining
over time.

The GSH model is also unique in that it reinvests the profits generated through equity and rent
collection in property maintenance and additional development or acquisition of mixed-income
housing.

Traditional models of affordable housing usually do not generate enough income to cover long term
costs—requiring periodic “preservation” investments from the public sector. Market rate
developments with affordable components, such as ARO buildings, generate profits for private
property owners and developers.

Why create a new non-profit?

This model is different in important ways from all other multifamily programs that currently exist in
Chicago. Following national best practices, an independent entity with board oversight can maximize
the benefits of public financing and a public mission while maintaining nimble and efficient operations
and managing risk. The non-profit will be able to move at the speed of business, reducing costs and
thereby increasing affordability for residents.

What roles will the Residential Investment Corporation (RIC) and Department of Housing (DOH) play?

DOH will incorporate the RIC, a non-profit public developer. The RIC will enter into development
agreements, maintain an ownership stake in the properties, and contract insurance, legal, and
property management. Initially the RIC may rely on contracted support for consultants, underwriters,
and legal guidance. As the RIC becomes more established it will hire its own in-house staffing.

What will these buildings look like?

The buildings will look like any other residential private development. There is no single design and
building standard that all GSH developments will adhere to. The RIC will fund a variety of
developments with this model. RIC will evaluate developments based on the existing neighborhood
context to ensure that GSH buildings do not drastically alter the character of the neighborhood where
they are being built.



We expect to be able to finance a wide range of developments, size and unit count will be considered
on case-by-case basis and there is no single standard applied for GSH developments. Early on it’s fair
to expect GSH developments to be larger, around the 100+ unit range. This sizing will allow for
significant affordable units to be developed where it otherwise might be difficult to.

Is this an efficient and fiscally responsible use of public dollars?

Yes. GSH will be one of the most efficient multifamily programs in Chicago for a number of reasons:

1) Unlike other programs where public subsidy makes up almost the entire cost of construction, the
City’s contribution through the revolving loan program is estimated to be only 15-30% of
construction costs.

2) The GSH RLF fund will be repaid with interest, enabling ongoing investment.

3) The absence of federal funding and the multi-layered “lasagna financing” of traditional affordable
housing means fewer and less onerous and time-consuming compliance requirements. Total
construction costs are likely to be closer to market rate development than typical subsidized
development.

Because GSH financial assistance is provided in the form of a loan, the funds from the Housing and
Economic Development Bond approved in 2024 can be used repeatedly over time to fund many
projects.

Affordable housing is extremely expensive to build in Chicago--will GSH be as expensive?

No. GSH is likely to be less expensive per unit than traditional affordable housing. GSH financing
model reduces high construction costs through effective partnership with private sector developers
and avoids complex and costly federal rules.

How much will green building standards increase costs?

By committing to the Sustainable Development Policy, GSH developments will be built to the same
standards that private market-rate developments of a similar scope and scale are held. Furthermore,
the SDP will apply to any GSH projects seeking Planned Development zoning review. Committing all
GSH projects to the SDP will provide an equal field for Board approval and a common standard for
sustainability across all projects.

Will these buildings pay property taxes?

Under current law, they will qualify for the Affordable Housing Special Assessment program, and they
will get the deepest 20% tier of relief. Any further tax relief options would require legislative action on
the state or local level.


https://www.chicago.gov/city/en/sites/sustainable-development-policy/home.html
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