
~-

IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

DOROTHY GAUTREAUX, et al., ) 
) 

Pl~intiffs, ) 
) 

v. ) 
) 

CHICAGO HOUSING AUTHORITY, ) 
PATRICIA ROBERTS HARRIS, Secretary ) 
of Department of Housing and Urban ) 
Development, et al., ) 

) 
Defendants. ) 

0 R D E R 

No. 66 C 1459 
66 c 1460 

(Consolidated) 

This matter coming on to be heard on the recommendation of 

the Master to whom this matter has previously been referred for 

the entry of a proposed order~ and 

The court having determined that the proposed order is 

appropriate and in furtherance of the purposes of the judgment 

orders entered in this consolidated cause, 

!T IS HEREBY ORDERED: 

1. -Plaza Courts, HUD Project No. IL06-0043-002, located on West 

Roosevelt Road between Kedzie and Homan in Chicago, Illinois and 

Douglas Development Corporation, Phase I, HUD Project No. IL06-

0040-008 located at 36th and Michigan in Chicago, Illinois shall, 

for all purposes of this consolidated cause)henceforth be treated 

as exc~ptions to the orders previously entered in this consolidated 

cause ahtl the United States Department of Housing and Urban Develop­

ment m~~ a~~~bve Section 8 housing assistanc~ payments for these 

projectp not~ithstanding such orders. 
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2. The Judgment Order entered herein on September 11, 1973, as 

amended by the court's order of May 5, 1975, shall not be deemed 

to preclude HUD from approving an application from Pyramidwest 

Realty Management, Inc. for housing assistance payments pursuant 

to Section 8 of Housing and Cornmunity Developnrent Act of 1974 for 

the North Lawndale project, which consists of 1,463 multi-family 

units in 135 buildings in the North Lawndale neighborhood of 

Chicago. 

3. Except as and to the extent specifically provided in this Order, 

this court's Judgment Orders previously entered herein, as modified 

from time to time, remain in full force and effect, and this court 

retains jurisdiction of this cause for all purposes. 

ENTER: 

Judge, United States District Court--

Dated September , 1978. 
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IN THE UNITED STATES DISTRICT COURT 

FOR THE NORTHERN DISTRICT OF ILLINOIS 
EASTERN DIVISION 

DOROTHY GAUTREAUX, et al. ) 
) 

Plaintiffs, ) 
) 

v. ) 
) 

CHICAGO HOUSING AUTHORITY, ) 
PATRICIA ROBERIJ'S HARRIS, Secretary ) 
of Department of Housing and Urban ) 
Development, et al., ) 

) 
Defendants, ) 

J.V10TION 

No. 66 C 1459 
·66 c 1460 

(Consolidated) 

Defendant, Patricia Roberts Harris, Secretary, Department of 

Housing and U~ban Development, by her attorneys, and pursuant to 

paragraph (3) of the order of this Court entered on May 5, 1975, 

hereby moves the .f.iaster to make a recommendation to the Court in 
. ...· . ·- . . -

substantially the form attached hereto. The purpose of defendant's 

r:-totiqn, seeking a recommendp.tion by the r..Japter, is twofold. First, 

defendant seeks to except two Section 8 ne\'l construction projects in 

the City of Chicago, Plaza Courts and Douglas Development Corpore-

tion Phase I, from the orders prev+ously entered in this consolidated 

cause and to permit the United States Department of Housing and Urban 

Development to approve Section 8 holl.sing assistance payments for these 

projects, notwithstanding such orders. Second, the defendant asks 

the court for a declaratory judgment tnat the Judgment Order entered 

on. September 11, 1973, as ~mended by the Court's Order of May 5, 1975, 
l , I 

does not preclude HUD from approving a~ application from Pyramidwest 

Realty Management, Inc. for housin~ assistance paymept~pursuant to 

Sect~or 8 of the Housing and Community Development Act of 197~ for 
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the North Lmmdale project, which consists of 1,463 multi-family 

units in 135 buildings in the North Lawndale neighborhood of 

Chicago. We will consider each of these matters seriatim. 

I 

Specific Project Exceptions to Court Order 

1. During Fiscal year 1978, the Chicago Area Office published two 

Notices of Fund Availability (NOFA's), pursuant to the provisions of 

24 CFR, Part 880, inviting the submission of proposals for New Con­

struction Section 8 projects to be located in the City of Chicago. 

2. After consultation and agreement with plaintiffs' representative, 

the Departmen~ inserted the following provision in the Developer's 

Packets, which were prepared pursuant to both NOFA's" 

Special Requirement for New Construction Only 

(a) Proposals for new constructed non-elderly units to be located in 

the "Limited Pub lie Housing Area II of the City of Chtcago -~ (as de fine 

in judgment order dated July 1, +969, as amended, entered in the 

lawsuit styled Dorotny Ga.utr~~!_~t a_! . .!,._y~_phicag_o Housing 

Authority, United States District Court, Northern District of 

Illinois, Eastern Divisiop, Cfvil Actipn No. 66 C 1459, may (1) 

include or be accompanied by proposal for substaptial rehab or 

ne~ly constructed non-elderly unit~ having at least 1 1/2 times 

such proposed number of non-elderly units to be located outside 
I 

the Limited Public Housing Area or (2) may be ~ubmitted separately . 

Howeve~ if a new construct!on project is submitted exclusively for 

un~ts in the Limited Pu~lic Housing Area, that project cannot be 

funded unless units 1 1/2 tiwes such proposed number of nor.-elderly 
> I 

~nits have been funded in the General Public Housing Area. 
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3. In response to the first NOFA, which ran from 3/13/78 to 4/17/78, 

the Department received six proposals for family units, one in the 

General Area and five in the Limited Area. Of these, two have been 

determined to be acceptable proposals, the one in the General Area 

(Humbolt & Armitage) for 52 units and one in the Limited Area (36th 

and Michigan) for 80 units. The proposal in the General Area is 

being funded. 

4. In response to the second NOFA, which ran from 7/12/78 to 8/16/78, 

the Department received three proposals, all in the Limited Area. 
an 

Of these, one has been determined to be/acceptable proposal. It is 

located in the Limited Area (Roosevelt and Kedzie) for 48 units. 

5. HUD approval of the three acceptable proposals received in response 

to its NOFA's would not be in accordance with the 60%/40% ratio 

between projects located in the General Area and projects located in 

the Limited Area of the City ofChfcago. HUD is of the op·inion · tnat 

both of the acceptable proposals in the Limited Area, notwithstanding 

their location therein, should be funded and merit exception from the 

court onders in this consolidated cause. 

6. pouglas Development Corporation Phase I, HUD pro~ect IL06-0040-008, 

is to be located on a 2-acr~ site at 36th and Michigan. T~e propos~d 

proJect, a joint venture between Dpuglas Community Development 
: I 

Corporation and McHugh-Levin & Associates, consists of two buildings, 

eaQh a 2 1/2-story walkup. The project contains an equal number of 

two anp three bedroom unit~. Open ~pace is provided between the 

bu1ldings and parking is provided. 
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7. The project is located between 36th Street, Michigan Avenue, 

" 36th Place and 'Habash Avenue. It is acr·oss the street .fron the Raymond 

Elementar·y School, appr·oximately four blocks southeast of the Illinois 

Institute of Technology and one block west and 3 1/2 blocks south of 

Prairie Shores and Lake Meadows. Other major institutions in the area 

are De LaSalle High School and Illinois College of Optometry. 

8. The Douglas Development Corporation has 1·ecei ved $50,000 from the 

City o.f Chicago to develop a comprehensive redevelopment plan .for the 

Douglas neighborhood. In addition, they have received $100,000 from 

the Department' o.f Human Services for implementation of the plan. 

9. This project is the first stage of new construction activity for 

the area. Also, proposed is a Section 8 - 202 project .for the elderly. 
surrou (l d ,;,9 Simultaneous rehabilitation efforts are going on in the general area 

with both private and public .funds. The City has also designated the 
. . 

area to receive Community Development Block Grant monies.- Sever-al of 

t he buildings in the area have architectural significance and will be 

protected under the urban development plan .for the area. 

l C. In HUD's opinion, the Douglas Development Corporation Phase I 

project represents an important contrlbutiop to the revitalization of 

the neighborhood, and will assist in the compr·ehensi ve redevelopment 

efforts, both public apd private, which are taking place in the Douglas 

area. 

11. Plaza Courts, FUD Project ILOo-0043-002, is to be located on a 2.9 
' ' I 

acr~ site on the south side of Roosevelt Road between Kedzie and Ho~an. 
! ~ I ' 

T(le project is proposed by Py::ramiqwest ~ea:ttY Management, Ipc., as 
I 

geperal partner, and Pyramidw~st Development Corporation and Douglas 



Park Development Corporation as limited partners. Pyramidwest works 

closely with the Lawndale Peop~e's Planning and Action Council which 

is the major community organization in the area. The project cor!sists 

of twelve townhouse buildings containing 48 units, twelve 2-bedroom· 

and thirty six 3-bedroom units. 

12. The project is part of an overall redevelopment program for the 

area bounded by the Eisenhower Expressway on the north, Oakley and 

Western on th~ East, Cermak Road on the South and the City Limits on 

on the West. Already approved and occupied is the California Gardens 

Nursing Home (302 beds). Lawndale Terrace, a 120-unit project for 

the elderly has received a Section 8 fund reservation. The Department 

of Housing and Urban Development has approved, subjebt to a court 

order exception, a request to sell 1463 HUD-owned units with Section 8 

subsidy to Pyramidwest through the City of Chicago, which will then be 
- ~- . --

rehabilitated by Pyramidwest. These units are currently in, or in the 

process of being added to,ijUD's inventqry of properties. 

13. The City of Chicago has selected this area to receive community 

development block grant funds and h~s applied for a Neighborhood 

Strategy Area grant for Section 8 rehabilitation funds. A new high 
I 

sc~ool, Collins, was built in 1975 in Douglas Park an~ a new police 

station and fire house were erected in 1976. Douglas Park now has 

a f}Wimming pool and DouglflS BOulevard pp.s peen beautified with Model 

Cities funds. 

14. Private ~evelopment in tpe area inclu~es a new Sear's Roebuck and 

C9mpany warenouse that cost approximately $1.5 million, a new shopping 

center in Which Commun+ty Discount ha~ leased 115,090 square feet of 

~p~ce. Another major tenant is e~p~cte~ to lease 4~~00Q square feet 
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in the near future in this pla z.-a. The Community Bank of Lawndale 

is 
was created in June, 1977. Currently it/occupying temporary head-

quarters and it will move to the La1mdale Plaza. shopping center si.te. 

15. In HUD's opinion, Plaza Courts represents an important contribu~ 

tion to the revitalization of the neighborhood, and will assist in 

the comprehensive redevelopment efforts, both public and private, 

which are taking place in the Garfield area. 

II 

The North Lawndale Project 

16. Pyramidwest Realty and ~anagement, Inc. is a wholly owned subsi-

diary of Pyramidwest Development Corporation. Pyrarnidwest Development 

Corporation is a community development corporation with investments 

in a variety of businesses in the North Lawndale Community. The voting 

stock of Pyramidwest Development Corporation is spread among some 

2, 000 residents of the North Lawndale community. Pyramid-west Develop­

ment Corporation and Pyramidwest Realty and Management, Inc. have 

worked closely 1'lith the City of Cpicago, the United States Community 

Services Administration and Ecqnomic D~velopment Administration of the 

United States Depa.rtrr.ent of Comrnerc~, and the United States Department 

of Housing and Urban Development to encourage and aspist in the resi-

dential, corr~1ercial and indpstrial redevelopment of the No~th Lawndale 

area. 

17. Pyramidwest Realty anq Man~~erneqt, Inc. has proposed to the Depart­

ment of Housing and Urban Dev~loprnent to purchase~ with Section 8 rent 

as~istanc~ 1,~63 dwelling units, h~retnlfter referred to as the North 
( l• :.> r <-< r1<-<< .. h o .J) 

Lawndale project.ASection 8 assistance would be provided pursuant to 

~h·~ provisions of 24 CFR, ·rart 886~ Sub.:pcp:•t c ... (r:JJ ·•II• A.-s·) 



.· : ;; ... , 
. '--

18. All of the properties in the North Lawndale project are either 

owned by HUD or have mortgages assigned to HUD or have mortgages 

insured by HUD. The proposal provides tha.t HUD would acquire tit~e 

to properties it does _not already oi'm and convey all properties to 

the City of Chicago, which in turn would reconvey them to Pyramid-

west. 

19. All of t6~ properties in t~e North Lawndale project were originally 

constructed or rehabilitated under one of the mortgage insurance 

programs authorized under the National Housing Act. Each of the 

properties has been or is being acquired by HUD after mortgage default 

through foreclosure or by means of deeds in lieu of foreclosure. All 

of these acquired or soon-to-pe acquired properties are part of HUD's 

property disposition inventory. 

20. All of the dwelling units in the North Lawndale project are 

generally within the North La\mdale Community. The popul-ation . o-f 

this area is more than 95% minority. Betwe~n the years 1960 and 1970, 

there was a 25% decline in the number of housing units in the area. 

!t ~s estimated that the population has declined further since 1970. 

Unemployment in the area was more than 11% in 1970. In that year the 

median income was $6,972 per household, and more than 39% of the house-

holds qualified for public hou~ing. 

21. Under HUD regulations, 24 CFR §290.10, the disposition of HUD-owned 

multifamily projects shall be parried out, to the extent feasible, 
I 

in accordance with the follpwing o~Jec~~ves; 

(a) To reduce the inventory of HUP-owned projects 
in such a manner as to ert 'sure the ma~imum return 
to the mortgage insuranp~ funds copsistent with 
the ne~d to preserve anq mainpain urQan residential 
areas and communities~ anp to protect the financial 
interests of the Government by obtaining & satis­
factory retu~n based on the project'~ present market 
value and antic~pated future use. 



(b) To maintain through a rental subsidy, or 
otherwise, rents at levels low-to-moderate­
income families can afford, if the project was 
intended to serve low-to-ntoderate-j_ncome 
groups. 

22. HUD has no other source of rental subsidy funds with which it 

can dispose of its subsidized acquired projects other than Section 8 

housing assistance funds. 

23. The North Lawndale project will assist the Department in attaining 

several objectives, namely: to maintain the amount of decent, safe 

and sanitary housing stock affordable by lower-income families, to 

minimize displacement of tenants, to preserve and revitalize resi­

dential neighborhoods, and to reduce the number of HUD-owned properties 

in a manner consistent with meeting the Department's property disposi-

tion objectives. 

24.0n September 13, 1978, HUD Secretary Patricia Roberts Harris 

announced approval of Pyramidwest's proposal for the North L~wn~ale 

Project, but stated that HUD's action was subject to approval by the 

court in this proceeding. (copy attached). 

25. HUD urges the l'w1aster to recommend and the court to enter an orqer 

holding that the prior orders enter•ed in t~is consolidated cause shall 

not be deemed to preclude HUD ·from approving Pyramidwest's proposal 

for the North Lawndale Proj ep~. for the follpwing reasons: 

A. HUD approval of Section 8 assistapce for the North Lawndale 

project will not incr~ase ~inority concentratiqn in the area, 
I 

because the housing P,~its are already occupied predominantly, 

if not exclusively, by members of minority groups. The North 

Lawndale project consist? pf existing dwelling units and not 

new construction. 
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B. The North Lawndale Project will maintain the amount of 

decent, safe and sanitary housing stock affordable by lower­

income families and will contribute-to the preservation and 

revitalization efforts, public and private, that are taking-

place in the North Lawndale area. 

C. The North Lawndale project will assist HUD in attaining 

its property disposition objectives as set forth in 24 CFR, 

Part 290.110. 

D. The allocation of Section 8 funds for the North Lawndale 

project is from a special HUD Central Office allocation of 

funds, which is separate and distinct from the normal Section 8 

fund allocation to the HUD Chicago Area Office. Thus HUD 

approval of the North Lawndale project will not reduce Section 8 

funds otherwise available to the HUD Chicago Area Office. 

Defendant further represents that _it has discussed the modifications 

of court order herein proposed with attorneys for the plaintiffs, who 

agree that the interests of t~e plaintiff class will be served by the 

modifications proposed. Attorneys for the Chicago Housing Authority 

have registered no objection to the proposed modification. 

Dated: · ___.&~- ~~=· ~~;.....- J,'--'--1_,_1..:...'7;;:::..~-

Respectfully submitted, 

' ·- ~(~ JOHij ;I • ?f:N ----- -----
As , - ~ e · Re Counsel, Region V 
U. S. Department of Housing and Urban 

Development 

Offiqe of Region~l Counsel, Region V 
U. s. Department of Ho~sipg and Urban Development 
300 South Wacker Drive ... Foom 213~ 
Ch1qago, Illinois 6o6o6 ' ( 3-53-6~61) 
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U.S. l:tEPARTMENT OF HOUSING­
AND URBAN DEVELOPMENT 

HUD-No. 78-308 
Phone (202) 755-5284 
(Tom Bacon) 

FOR RELEASE: 
Wednesday 
September lJ, 1978 

CHICAGO PROJFCI' IS FIRST UNDER 
A NEW HUD ASSISTANCE P.RCX;RAM 

Secretary Patricia Roberts Harris of the Department of Housing and 

Urban Developrent today announced that a rehabilitation eff01t involving 

over 1,400 units of housing in the North Lawndale Section of Chicago is 

the first to benefit under a nevi fnJD initiative. 

The initiative, the result of an anendment to the Section 8 Existing 
-. . - -

Housing Assistance Program, allows the sale of HUD-owned housing units 

with Section i; rental assistance. Under Section 8, the apartrrent owner 

feCti ves a subsidy to make up tht;: difference between what lo...r-income 

ten<.nts can afford to pay (not to excel3d 25 percent of anntal incorre) an~.-

the fair market rent. 

In ma.kir.g the announc~t, t.pe Secr·etary said, "This ne\i ap~:Jroach 
' 

w~ll opmplement the Departrnert's pres~nt efforts to restore housin~, which 
; . 

i;t owns and intends to sell, to decfffit, safE;! and ~anitarj conditions. 

"The new approach," Mr~. H~is added, "also will ass.tst the Depart-

~nt i{l attaining several ob~e~t~ ve~, ~arrely ~ to ~crease and maintain tr.<. 

am::-unt of decent, safe and sanitary hom;;ing affordable by lower-incorre far . ..i. ·­

li~s, to ~ze displacement of t~n~ts, to preserve and revitalize rt~i-

' . . 
q~t1al ne1ghborhocx:ls, and to n .. '<iuce the number of BUD-owned properties l :: 

(m-o-r-e) 
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a manner consistent with neeting the I:€part:rrent' s disposition objectives. " 

Implerrentation of · this approach in the North Lawndale section is 

subject to approval of the court administering the Gautreaux case, Secre-

tary Harris said, because that case restricts the use of st.JPsidies in 

minority-impacted areas of Chicago. 

The North Lawndale project, which consists of 1,463 multi-family 

units in 135 buildings, is being sold to the City of Chicago and will be 

conveyed to Illinois Limited Partnership which was established by Pyramid­

wast Realty Managerrent, Inc., a local carrmunity based managerrent finn which 

now rranages 1,048 of the project's units. 

The sales agreement calls for a price of approximately $2,000 per unit 

\vith provision for Section 8 housing assistance and an insured mortgage ~of ­

$21,930,000 to cover the cost of acquisition and rehabilitation. 

Secretary Harris made the announc~t at a joint ne-lS conference vi th 

Congres~'CllTian Cardiss Collins, in whose district the project is located. 

Noting that North Lawnqale is an area consisting primarily of detez :-

orating SIT'all multi-family properties OCC\.lpied by low-incarre tenants, 

Hr;:>. Harris described this as another examp+e of the Department's efforts 

to revitalize distressed neighborp9Qds without forcing out current tenants. 

"Although the President's UrP,an Po+icy places strong eTttphasis on 

neig~rhood revitalization" phe sai¢1., "we a+e well a\-.rare thpt neighborhcx.x:ls 

are not just buildings--they FU;e ~,Ple, too. ~Je cannot save our cities, 

our peighborhoods, by displacing ~~ir residepts. " 

::.....;==-=-= .. ;;;;;-=~-o.~o;· ·;,iioli" ................. "'!!"""~~'""!!!!!'-----------------------··--· · · 
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The corrmunity residents and the city, she reported, are keenly 

interested in the project and are cqrmitted both to the success and to 

the overqtll revitalization of the entire area. 

"This," the Secretary noted, "is another fine exarrple of how the 

Federal and local Governrrents can work together with the private sector 

and local residents to help make the dream envisioned by the President's 

Urban Policy become a reality." 

# # # 

--~:.----- . . ~~--------

·~ 
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· IN THE UNITED STATES DISTRICT COURT 
FOR 'l'HE NORTHERN DIS'J'RICl' OF' ILLINOIS 

EASTERN DIVISION 

DOROTHY GAUTREAUX, et al., ) 
) 

Plaintiffs ) 
) 

v. ) 
) 

CHICAGO HOUSING AUTHORITY, ) 
PATRICIA ROBERTS HARRIS, Secretary ) 
of Department of Housing and Urban ) 
Development, et al., ) 

) 
Defendants, ) 

No. 66 C 1459 
66 c 1460 

(Consolidated) 

RECOMMENDATION OF MASTER 

In the proceedings being conducted pursuant to the r~emorandum 

Opinion and Reference Order entered in the cause on November 7, 1974, 

defendant Patricia Roberts Harris, Secretary of the Department of 

Housing and Urban Development, has appeared before. me by counsel and 

requested that I recommend the entry of an order in the form attached 

hereto. The representations advanced in support of defendant's request 

are contained in defendant's motion, dated September , 1978 and in 

the report of the proceedings held before me on September ' 1978. 

Plaintiffs and defendant Chicago Hous i ng Authority have represented to 

~e by counsel that they do not object to the entry of the proposed 

order. 

\\lberefore, being of the opinion that the entry of the proposed 

ord~r would further the objectives of the judgment orders previously 

entered in this consolidated cause, I do hereby recommend that an 

order in the form attached pereto be entered by the District Court. 
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The foregoing is an interim recon~endation only and is not the 

final Report of the Special Master called for by the Reference 

Order of November 7, 1974. 

Respectfully Submitted, 

Magistrate, United States District Court 

Dated September ) 1978. 
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REGION V 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
300 SOUTH WACKER DRIVE, CHICAGO, ILLINOIS 60606 

Honorable o.+ga Juroo 
UlitOO States Hagistrate 
axm 2405, 
EVerett Dirksen adl.di.t¥] 
219 South oeartom stxeet 
Ch.:i.cago, Illinois 60604 

Subject• GautJ:eaux, et al. v. OlAf et al., 
Nos. 66 c 1459 aiill46oeoosolidat:OO> 

D:x:lr Magistrate Juroo1 

IN REPLY REFER TO : 

19 S£p 1978 

I am enclos.irq lm:ewith a cq;:Jy of a M:>tian, t-1aster1 s 16:ximlandatian, and 
p~ cwrt Ol:dei:, which I int:eOO to pr:esent to yoo, an behalf of the 
Department, at ywr Sept:erliler 19th sessial. I believe tOO pl.eadin:Js are 
self-eKPllmatol:yJ llae7er, I will be hawY to provide whatever further 
infcmnat.i.a1 ~or downentatioo that might be requested by Your liJnOr 
or by other parties to this prooeed~ng in oonnection with this matter. 

As you are aware, the Department's fi.soql year concludes on Septanber 30, 
1978. 'rherefm:e, tba Department is anxious to util:ize its :fY 78 f\ll'Xls 
far the pmjects which are the subj~ of tm p;cposed IOOdifications, 
so that t,bJse fun:l4J miqht not be lost txl the ~ area. 

'!hank yoo far you;' ~istance in tQis :na~. 

Sincerely, 

5G 

~ - . ~.. . 

~~ ·~: : 

~:~: ~ · :tr~,~· 
; ... : ·: :~ . 

' . . 


