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IN THE UNITED STAT ES DISTRICT COU RT 
FOl~ THE NORTHER.i.'i DISTRICT OF I LL U:OI S 

EASTERN DIVIS I ON 

DOROTHY GAUTREAUX, et al., ) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Plaint iffs , 

v s . NOS. 66 C 1459 
66 c 1460 

(Consolidated) 
GEORGE W. ROMNEY and .. :-, .. - ._ 
CHICAGO HOUSING AUTHORITY, 
et al., 

Defendants. 

PLAN FOR INCREASING THE SUPPLY OF HOUSING FOR 
LOW-INCO}ffi FAMILIES THROUGH NEW CONSTRUCTION 
AND ACQUISITION WITH SUBSTANTIAL REHAB ILITATION 

The Department of Housing and Ur ban Development promul gat ed r~gulations 

in the Federal Register (24CFR 841.401 et seq) on Januar y 31 , 1977 

providing for an alternative to the traditional method of public housing . 

The alternative permits the acquisition of exis ting housing for leasing 

to low-income families either with rehabilitation and 'dthout rehab i lito.-

tion where not needed . In accordance with underst andings reached in 

pre-trial conference wi t h the Master, Cl~ es t abl ished basic c riteria to 

screen blocks in the General Public Housing Ar ea de t ermined to be e ither 

in a "s l t:.m and blighted area" or "deteriorated or de terior at i ng" area 

where CHA could, pursuan t to its s t atutory powers , a cq uire exis ting 

buildin gs for the purpose of provi ding additional hous ing for t he p laintif f 

class. Attached as Attachment A is a copy of a map sh owin ~ t he dist ri bu t ion 

of 79 block s i n t he general public housing area which have been detenJln~d 



· · ~ 

by established criteria to be either "slum and blighted", or "deteriorating 

areas". 

A summarization of the s t atus of CHA' s pr ~sent ::llloc.H Lon of un:Lts for 

low-income families is as follows : 

Program Reservation 2E .•.....•..... .. .... ....... 
Constructed or under construction contract ...... . 
Balance of Reservation 2E ...............•..••.... 
Under ACC but not under construction contract ... . 
Units yet to be put under ACC .................. . 

1,500 units 
114 

1,386 
153 

1,233 

If HUD established policy is followed in the preparat ion of a development 

program and the analysis of construction bids and recent experience in bids 

received for new construction continues, it is obvious that detached and 

semi-detached buildings cannot be bid within HUD Prototype Limits. There 

is some doubt that even 6-flat structures can be developed. However, it is 

in this area that the greatest potential for approval exists and the new 

construction portion of this plan limits itself to 6-flat structures only, 

all 3 bedroom. 

Insofar as Acquisition with Substantial Rehabilitation is concerned, 

HUD 7417.1 (March, 1977) Chapter 9 covers policy and procedures to be 

followed and certain pertinent exerpts from that publication are summari zed 

below: 

1. "All arrangements with owners for acquisition .... must be 

accomplished by negotiation and • . . .eminent domain, or the 

threat of its use, may not be employed by the PI~ unless the parcel 

is needed to "round out" a neighborhood r evitalization project ..• ". 

2. Factors to consider in evaluation of properties are (a) the design 

and quality of original construction, (b) feasibility and cos t of 

relocating site occupants, and (c) effect of local building and 

zoning codes. 
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3. Suggested source of properties are Government owned, HUD-Owned, 

HUD-Held or HUD-Insured or such propert ies in dange r of forecl osur2. 

4. HUD will provide a list to PB~ of propert ies in categories listed 

above • 

. 5. Consideration should be given to privat ely owned properties ~hlch 

are fn default or under a distre ssed mortgage. HUD st rongly urr,es 

the PHA to acquire such propert ies. 

6. HUD Field Office is available to help arrange contacts with Federal 

Agency staffs. 

7. "Pro~rties Needing Repair, Alteration and/or Rehabilitation shall, 

after completion •••• , comply with HUD Minimum Property 

Standards for Rehabilitat ion. " 

8. The PHA shall submit required HUD forms and request Tentative Si t e 

Approval. A HUD team will inspect the property to detercine ito 

acceptability. 

9. The PHA shall later submit required HUD forms and request Final Site 

Approval. HUD will again inspect the pr operty to determine the 

acceptability of the property and the adequacy of planned rehabil­

i t ation. The HUD appraiser member of the team Hill detennine the 

"as is" value of the property. 

10. The Total Development Cost of an Acquis ition with Substantial 

Rehabilitation proj ect may not exceed 90% of the imputed develop­

ment cost of a comparable hypothetical newly construc ted project. 

This maximum (wi thin Regional Office Approval Authority) is der~ 'Jed 

by multiplying current Prototype limits by 110%, the result by ns:; 

and that resul t by 90% . The effect of this is tabulated in 

Attachment "ll". 
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It is the position of the Authority that the development of housing should 

include additional housing in areas where there is crit ical need, where 

the development of new or the rehabil itation of existing structures wi l l 

have maximum i mpa ct on revitali zing a deteriorating or deteriorated 

neighborhood and where the ultimate location of a fami ly can be accompl i shed 

with the least possible disrup tion of their pers onal lives. Accordingly, 

the plan that is herein proposed encompasses new const ruc tion and rch3bili-

tation with these units to he developed in the General Pub lic Ho us ing 
.• . •J, . 

Area and the Limited Public Housing Area on a 1 to 1 basis. 

CHA is obligated to acquire in Slum and Blighted, De teriorated or 

Deteriorating areas. To determine where these existed, staff obtained 

data from Chicago Area Geographic Information, University of Illinois which 

was compiled from the latest census and computerized to show, in part, 

Census Blocks where existing units were deficient in regard to having 

amenities_ that are today considered norma l and necess ar y for safe, sanitary 

and decent family living. Each deficiency was assigned a point value and 

each Census Block was scored on the basis of total points for all deficiencies. 

Those blocks that scored above 20 points were categorized as Slum and 

Blighted, Deterior ated or Deteriorating. Within the General Public Housing 

Area, some 79 blocks were so identified. 

Staff then undertook a personal, block by block inspect i on and r e cord~~ t ~ e 

n~ber of vacant s ites, number of frame struc ture and · ~' 'rr.bP r o f L'a:;u'l"/ 

structures with story heigh t of each as ,., .~ 11 as number anJ de sc:r: i pt :.cn c,f 
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vacant, boarded up masonry structures. The re s ults of that inspection t.>1as: 

No. vacant, boar ded up masonry structures.. ............ 8 

No. oc cupied , ~sonry structures... ............... .. ... 675 

111 1 story disper~ed in 36 bloek3 
22 - 1-1/2 s tory dispersed in 14 blocks 

.318 - 2 story di spersed in 78 blocks 
185 - 3 story dis persed in 60 blocks 

39 - over 3 stories dispersed in 22 blocks 

No. vacant, residentially zoned lots .. . . .... .. . . . . ..... 23 

16 zoned R-3 (not suitable for 6-fl~ts) 
5 zoned R-4 
2 zoned R-5 

Specific buildings and addresses will be compiled within 30 days after 

final approval of the proposed plan. An in-depth analysis has not been 

made of areas in the Limited Public Housing Area but it is a known fact 

that substantial vacant land exists as well as many masonry structures 

that are rehabitable . Any problems encountered in selecting sites and 

buildings in the LPHA will come from too wide a selection rather than any 

inadequacy. A review of Attachment "B" will show that HUD ha s some very 

definite limitations on Total Development Cost for Rehabilitation and 

that estimated cost s for relocation of si te occupants represents a 

significant portion of the cost of rehabilitating occupied structures. In 

order to minimize this cost as well as le sseni ng the disruptive effects 

of relocating families, i t i s proposed to concentr.:1te our e f for ts in the 

79 previously described Census Blocks and to have our initi~l efforts directed 

towards acquisition and rehabil i t a t ion of vac ant buil dings. Following closely 

behind will be the acquisi tion of ex~sting occupied structures and planning 

t he reloca tion of t hose tenants into the newly r e'1 abilit3ted apar t ments . Othe r 
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families will be screened and ready t o move f rom another occupied structur e 

scheduled· for ·rehabiliation into the newly constructed or rchabilitat cJ 

units. Although this will require ~aximum coordination and coopera tio n 

between CHA, HUD and DUR, it is fel t that this n:t:thod Hill nllow the I!laxir.uJl 

number of units to be constructed and rehabilitated, while having a s ignHi-

cant effect in reducing overall costs and maximizing the potential for 

development within established HUD cost limitt>. 

As soon as possible after .· .the plan is approved by the Commissioners and 

the Court, HUD should compile and make available to C~~ a list of suitable 

properties that are Gover nment Owned, HUD-Owned, HUD-HelJ or HUD-lnsured and 

other properties which are in danger of foreclosure. In addi tion, IIUD should 

provide assistance in arranging contacts with Federal Agency St affs so 

that information can be obtai ned showing any properties purchased ~•i t h 

Assistance from the Vet e r ans Administration \vhich a re nmv und e r cHstrcss . 

CHAwill seek lis tings o f pot entia l buildings from local Sav1ngs nnd Loon 

Associations or other lending ins titutions who have distressed mortgages 

and are willing to disclose the names of owners. In addition, the Chicago 

Building Department would be requested to compile a li s t of build ings 

that are known to have numerous code violations where the ow~er has not 

shown an overwhelming des ire to invest funds to correct these deficiencies. 

PHASE I OF THE PROPOSED PLfu~ 

As stated herein, there is under Annual Contributions Contrac t Authority .-
i n Program Reservation 2£ (among the total of 1500 uni t s ) a n alloca tion 

of 153 units for traditional new construct ion pub l i c hous i ng . Pursuant 

to the Order of this Court this allocation n1u.s r.: be use.d foe new 
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construction in the General Public Housing Area of Chica '"'o or -.rithin 

Cook County, Illinois. In giving recognition to areas of the grea est 

housing need as well as provi di ng hous ing on scattercJ sites througho ut 

Chicago in accordance 'A ith the spirit 0t -:: h<?. Cuuct 1 s Urder , CI!.A propo.->·J~ 

modification of the July 1, 1969 order of thi s Court to perrr:it the reh2bili-

tation or construction of low-rent housing hoth in the Genera l Publ ic 

Housing Area and Limited Public Housing on a 1 to 1 bC\sis and that CU.\ 

make application to HUD for modification of the Annual Contributions 
.. : .... - ·. 

Contract Authority to permit the rehabilitation of housing in accordance 

with the Acquisition Method as outlined i n HUD Manual 71-tl7 .1 (Harch, 19 77) *. 

Initially, CRA would acquire vacant buildings within the areas designat ed 

slum and blighted or deteriorating in accordance with the established 

criteria and so designated in the General Public Housing Area and on an 

equal basis in the Limited Public Housing Area using the s ame criteria. 

On the basis of its study over the past 3 months, CHA will establish an 

inventory of buildings in the General Public Housing Area for which 

preliminary site approval would be requested . Upon approval of modifi-

cation of the Annual Contrib utions Contract for 153 units and subject to 

Court approval, CHA ~dll proceed as follows: 

1. Application for Program Reservation CHA \vill seek 

modification of Pr ogr am Reservation 2E t o include acqui s.i.-

tion of existing buildings with rehabilitation in accordance 

with HUD Manual 7417.1 (March, 1977). 

* It should be noted that the Court as recently as September 27, 1977 
has entered exceptions to its Order of July 1, 1969 to permit Section S 
Housing Assistance Payments for The Webster Apartments and the Paul G. 
Stewart Apartments in the Limited Pub lic }lousing Area in r ecogn ition of 
the critical need for hous ing of low-inco~e families in Chicago. 
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2. Tentative Site Approval Existing buildings within the 

areas outlined would be included in an application for 

tentative site approval. Addi tional vacant sites to 

accommodate 6 or more uni t s ~•a uld be included in thi s 

report. Upon receipt o f Tentative Site App r oval, C~A 

would seek 60 day offer-options from owners s ubject to 

HUD Appraisal. The 60 day of fe r-option Hill permit 

opportunit~for appraisal and final site approval. 

Notification from HUD of the approved acquisition price 

will establish the sales price of the individual parcel. 

3. Final approval of Development Program would follow final 

site approval and would include a work write-up outlini ng 

the extent of rehabilita t i on and the estimated cost o f 

construction in the case of new construction. 

4. Final step in rehabilit a t i on pri or to commencing biddi ng 

procedures shall take into consideration conventional 

methods, as well as force labor. 

5. The initial source for existing building sites and vacant 

sites shall be: 

a. Existing · buildings enume rated in t hE! current CIIA 

survey in the General Publ i c Hous i ng Area. 

b. Sites owner by CHA both in the General Public Housin g 

and the Limited Public Housing Area. 

c. HUD vacant and abandoned buildings secured from HUD. 

6. Community Resource Agencie s f o r the loca t ion and s elec t i on 

of additional existing buildings s hal l i nc l ude private 

lending institutions, community r ea l es t a t e board s ;2nd 
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interested ·community groups concerned with i.ncreastng the 

supply of housing to needy families in Chicago. 

7. Relocation In order to avoid relocation problems and 

its attendant costs it is proposed that as vacant and 

abandoned buildings and vacant sites arc rehabilitated or 

constructed into dwelling uni ts qualified tCi1.:nns in 

existing buildings being p urcha sed by CHA for r ehabil itation 
.. : •J ., - ·. 

would be moved into these units. The effect o f this on go ing 

procedure would provide relocation with minimum amoun t of 

temporary displacement and substantially reduced costs. 

Establishment of a procedure such as this is consistent 

with the goals of the Uniform Relocation Act. 

- . 
PHASE II OF THE PROPOSED PLAN 

Upon approval of the Development Plan for Phase I of this plan and after 

bidding procedures have established that costs are within prototype limita-

tions, CHA shall proceed with procedures established in Phase I to secure 

tentative site approvals, final site approval and Development plans for 

the remaining 1233 units. It has been determined that maximum efficiency 

would require that e ach development plan encompass not more than 200 un Lts . 

This represents a sufficiently large enough plan to g::..ve the t•conomy 

of numbers without being administratively cumbersome . It i s contempL.1 r2d 

that as each Development Plan is being pr epared continuous planning will 

be in effect to exhaust the remaining portions o f th e 1 23 3 unit r cse r 1at i on. 
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CHA Staff has done considerable work in establis hing areas \vith in the 

General Public Housing Area where it could statutorily acqui re existing 

buildings for rehabilitation. It should be made clear that co"mpletion of 

the survey did not include the inspection of buildings enuQerated. This 

necessarily will have to await final approval of this propos ed plan. 

Vacant sites CHA now owns which will accommodate 6 unit bui ldings or more 

will be considered in the development plans. Increasing the housing 

supply equally in the General and Limited Public Housing Areas will serve 

the needs of tnose persons and families who need low rent housing on a 

basis that deteriorating areas throughout city will be improved and local 

residents will have the housing they need. The proposed plan represent s 

attainable and desirable goals. 

Dated: January 23, 19 78 

CALVIN H. HALL 
General Couns el 

Respec tfully submitted, 

Executive Director 

Chicago Housing Authority 
22 Wes t Madison Street, Room 400 
Chicago, Illinois 6060 2 
Telephone: 791-8415 
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~L!r- :-2.nt i~a lk- ;Jp 

Prot otype DC& E Tirr:cs Times 
Limits 110% 175,; 

• 
F 3 BK - 25, 350 27 , 885 48,798 

4 BR. - 27 ,350 30 , 085 52,648 

*Other Costs ---- Es t. per DU 

Administration 1,580 

Interest 670 

Initial Operating Deficit 75 

Planning 600 

Acquisitic Ll lC),OOO 

Relocation 6,833 

CHA acquired Dw. Equip. 350 

Contingency @ 3% 603 

Total 20,711 

I . ___ ....__ 

A~TACHMENT "B" 

Acquisition with Rehabilitation 

Times 90% Less Ot her 
Max. TDC Costs * 

43,918 20,711 

47,383 20' 711 

n 

Available 
for 

Rehabilitation 

23, 207 

26 '6 72 

Contingency 
@ 3% 

696 

800 

Max . Re hab. 
Contr2c t 

22,511 

25,8 72 

f!From HUD 1371.1, Relocation Handbook, Chapter 5, 
Sections 3 and 4 for hypothetical 6-flat wi t h 
owner occupant: 

Moving & Dislocation, per family, 6 @ 500 3,000 

Displaced owners replacement housing payment, 1@ 15,000 = 15,000 

Displaced tenants replacement housing payment, 5 @ 4 ,000 

Relocation services from DUR, per family, 6 @ 500 

1/6 

) 

20,000 

3,000 

41,000 

:: 6,833 

• 

• 
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