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MEMORANDUM

TO: Kent Street, Village Manager

FROM: Jeff Ryckaert, Principal Planner

DATE: September 8, 2008

RE: Strategies/Tools to Promote Workforce (Affordable) Housing in Deerfield

Earlier this summer, the Board of Trustees held a Committee of the Whole meeting to
discuss tools available to encourage workforce housing, including the concept of an
inter-agency coalition to pool resources to create and preserve workforce housing in the
communities of Deerfield, Highland Park, Lake Forest and Northbrook. A number of
strategies/tools to promote workforce (affordable) housing in the Village of Deerfield,
along with the advantages and drawbacks of each, are discussed below. These
strategies (either separately or in combination) are some options for Deerfield to
consider in order to promote moderately priced workforce housing in the Village.
Currently, with the slower housing market and slower economy, there is less residential
development taking place. Because of this, the creation of more workforce housing
units will also probably be slower.

1. Inclusionary Zoning Program

Inclusionary zoning is a tool that helps create housing opportunities for people at a
variety of income levels. It requires developers to include a certain percentage of
affordable units alongside the market price units in new housing developments.
Inclusionary zoning may also allow a developer to pay a fee into an affordable
housing fund, in lieu of providing the required lower cost housing on-site.
Inclusionary zoning is a tool that can be used in both growing communities and
“built-out” communities. An inclusionary zoning program works with the market
engine that drives private residential development to create more affordable units.
Built-out communities can use an inclusionary zoning program to ensure that future
private residential development will create some housing affordable to low- and
moderate-income households. Inclusionary zoning uses development cost offsets
(density bonuses, reduced parking requirements, expedited permitting, etc.) and
uses the power of the marketplace to produce less costly workforce housing and
apartments.

Advantages:
 Inclusionary zoning is a market-based tool that does not, by and large, require

the use of municipal, Federal, or State tax dollars to create moderately priced
workforce housing.
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Drawbacks:
 A slow residential market will result in fewer opportunities to create workforce

housing units.
 Requires the Village to enforce the covenants on the workforce housing units,

so that when they are sold in the future, they remain less costly.
 The limited amount of vacant property in the Village extends the time required

to provide units.

Example: Inclusionary Zoning Regulations
In Highland Park, the inclusionary zoning regulations apply to residential
developments – new construction, renovations, and conversions – that result in 5 or
more units. Developments covered by the ordinance are required to set aside 20
percent as affordable units (for example, a new 15 unit residential development
would be required to provide 3 affordable housing units). While the city of Highland
Park prefers that affordable housing units be constructed on-site, developers of
smaller single family projects of less than 20 units may opt out by making a cash
payment of $100,000 per affordable unit to a housing trust fund.

In for-sale projects, at least half of the affordable housing units must be sold at a
price affordable to households whose incomes do not exceed 80 percent of the area
median income (AMI), (e.g., $56,500 for a household of 4). Any remaining
affordable housing units may be sold at a price affordable to households whose
incomes do not exceed 120 percent of AMI. In rental projects, at least one-third of
the affordable units must be leased at rents affordable to households whose
incomes do not exceed 50 percent of AMI (e.g., $37,700 for a household of 4); at
least one-third must be leased to those whose incomes are between 51 percent and
80 percent of AMI; and no more than one-third may be leased to those with incomes
from 81 percent to 120 percent of AMI.

Attached is a copy of Highland Park’s inclusionary zoning regulations adopted in
2003. In addition to the 20 percent affordable requirement, Highland Park’s
inclusionary zoning regulations ordinance covers the conversion of existing rental
apartments to condominium property (page 4 of Highland Park inclusionary zoning
attachment). The ordinance also requires that the affordable housing units be
disbursed throughout the development (page 7); the exterior appearance of the
affordable hosing units must be visually compatible with the market rate units in the
development (page 7). A component of Highland Park’s inclusionary zoning
regulations is density bonuses and development cost off-sets (page 6). Density
bonuses and development cost off-sets are discussed below. Highland Park’s
inclusionary zoning regulations have produced about 3.75 affordable units per year
in scattered locations throughout the city.

2. Density Bonuses and Other Zoning Incentives

Density bonuses (the ability to construct additional market rate units for providing
affordable units), and other incentives regarding zoning requirements for developers
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who provide affordable housing, such as reduced parking, lot size, setback or lot
coverage requirements.

Advantages:
 Does not require a large financial investment by the Village.
 Provides the developer with the incentive of allowing a bonus market rate

housing unit for each required affordable housing unit.

Drawbacks:
 Density bonuses can be controversial, and there could be significant

opposition to density increases. Often, this controversy stems from an
opposition to building heights and traffic generation rates that may not fit in
with the town’s character.

 Claims that moderately priced unit owners do not pay property taxes relative
to the public services the unit receives.

Example: Highland Park Density Bonus
Highland Park’s Zoning Ordinance outlines the city’s density bonus requirements
(page 6 of Highland Park inclusionary zoning attachment). For all developments
covered under this article, a density bonus is provided equal to one (1) market rate
unit for each affordable housing unit required. In Planned Unit Developments which
provide affordable housing units on the site of the covered development, the
developer may, as part of the PUD process, seek an additional density bonus up to
0.5 market rate units for each required affordable housing unit.

3. Fee Reduction or Fee Waivers/Development Cost Off Sets

Local governments, in the process of approving construction and development
projects, charge various fees. These fees add to the cost of housing and sometimes
inhibit affordability. However, these fees can be used to achieve specific public
goals, and can be waived for workforce housing projects. The fee waiver strategy
can include fee reductions or waivers for those providing workforce housing for the
following: reduced or waived building permit fees, plan review fees, sewer and water
tap-on fees, and inspection fees for affordable units. Also, expedited processing of
applications for those proposing to provide affordable housing can be considered.

Advantages:
 Can help lower the cost of construction and speed up the time to build,

making it more affordable.

Drawbacks:
 The Village does not recover all or part of the costs associated with such

things as performing plan review, processing the building permit, building
inspections, sewer and water tap-on, etc.
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4. Demolition Fee for a Tear-Down

This strategy involves a fee for demolition of residential uses to help fund affordable
housing initiatives. The fees collected from demolitions can be pooled in a fund
where all monies are directed to support other affordable housing strategies,
programs and initiatives. Lake Forest applies a $10,000 tax for demolition of single
family homes which is allocated directly to the Lake Forest housing trust fund, and
that fund provides financial support for affordable housing activities of the city.

Advantages:
 Creates a revenue source for affordable housing activities.

Drawbacks:
 An additional cost for a developer who will pass the cost onto the homeowner.

5. Affordable (Workforce) Housing Trust Fund

Trust funds are primarily used to subsidize new construction and rehabilitation of
affordable housing. Trust funds provide the financing needed for affordable housing
projects and provide resources to promote various affordable housing strategies. A
trust fund is supported by on-going revenue sources such as developer fees, real
estate transfer taxes, and public and private grants. In most cases, a trust fund
takes about two to three years to organize, and requires knowledgeable staff for its
administration, and it establishes criteria for who receives subsidies.

Advantages:
 Adaptable to the affordable housing needs of the jurisdiction.
 Sustained financing from on-going revenue source supplements outside

funding sources (Federal, State, and non-profit).

Drawbacks:
 Usually requires a constant funding source in the form of taxes or fees
 Long start-up time.
 Requires knowledgeable, trained staff for its organization and administration.

Example: Highland Park Affordable Housing Trust Fund
Highland Park created an affordable housing trust fund in 2002 to provide financial
support of affordable housing activities that address the needs of low- and
moderate-income people who live or work in Highland Park. The housing trust fund
is operated and managed by the city (Highland Park has a full time housing planner)
and is part of the city’s affordable housing plan. The housing trust fund was
designed to fund affordable housing development activities including new
construction, rehabilitation of existing housing, construction or rehabilitation of
mixed-use buildings, and acquisition of property. Housing may be either single-
family or multi-family and may be either owned or rented. Recently, the Highland
Park Housing Trust Fund has created a matching fund for local Highland Park
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employers whose employees purchase in Highland Park through an employer
assisted housing benefit (much like the State’s Illinois Housing Development
Authority (IHDA) matching fund).

6. Waiving Development Impact Fees

The Village of Deerfield imposes development impact fees on new residential
developments in the Village. These fees are intended to provide additional
resources to offset the cost of additional demands on public services caused by the
addition of new units and households. The school districts, the library, the Park
District, the fire protection district, and the Village share revenues from development
impact fees. Waiving these fees for affordable housing developments will help
promote the development of workforce housing in the Village of Deerfield.

Advantages:
 The developer is able to provide housing at a lower cost, which makes it

easier to provide workforce housing units.

Drawbacks:
 The owners of the affordable housing units are not paying for their share of

increased burden on public services.

7. Inter-Jurisdictional Housing Initiative

A regional housing initiative is being facilitated by the Metropolitan Planning Council
(MPC) regarding workforce housing. The Metropolitan Planning Council is a non-
profit, nonpartisan group of businesses and civic leaders committed to serving the
public interest through the promotion and implementation of planning and
development polices for a competitive Chicago region. The regional housing
initiative has resulted in a proposed inter-jurisdictional housing arrangement
between the participating municipalities of Deerfield, Northbrook, Lake Forest,
Highland Park and Highwood. At the June 2, 2008 Committee of the Whole
meeting, the Deerfield Board of Trustees was open to the idea of an inter-
jurisdictional regional housing initiative, but wanted further information on the various
strategies/tools available to promote affordable housing and their possible impact on
Deerfield prior to further consideration of formally endorsing the coalition.

Attached is a letter of intent/memorandum of understanding on the MPC regarding
the proposed inter-jurisdictional regional housing initiative. The goals of the inter-
jurisdictional regional housing initiative are: pool technical resources; develop and
implement housing policies and programs; provide technical assistance; provide
information and data on local and regional housing issues; allocate public resources
to attract private and non-profit investment into expansion of workforce housing
options; work together utilizing both community resources and employer resources.
As a longer term goal, the MPC proposes to launch a sub-regional trust fund that
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taps the resources of the participating communities as well as those area employers
and other interested foundations or governmental agencies.

Advantages:
 Deerfield has limited locations for affordable housing within its corporate

borders, so the inter-jurisdictional regional housing initiative will allow a built-
out community such as Deerfield to participate in providing affordable housing
in reasonable proximity regardless of land opportunities within its borders.

 Provides the opportunity to work on workforce housing issues with other
surrounding communities and with a regional non-profit organization.

 Metropolitan Planning Council (MPC) staff will help guide the process.

Drawbacks:
 See attached email dated 9/4/08 where staff has posed questions to MPC

staff regarding potential funding issues.

8. Employer Assisted Housing

Employer Assisted Housing (EAH) refers to a variety of programs that employers
use to help their employees find and finance housing closer to the workplace. It can
include counseling about home buying, direct financial help with a down payment,
closing costs, and mortgage payments, rental assistance or some combination of
these. EAH can also include agreements between employers and banks for
favorable mortgage financing, employer-sponsored down payment loans, and
mortgage write-downs with employer purchased bonds.

Advantages:
 Encourages a jobs/housing balance.
 Can effectively buy down the costs of existing homes, which is less expensive

and controversial than new construction.

Drawbacks:
 Requires adequate staff to coordinate initiatives between employers and

public agencies.
 Usually benefits only moderate-income households, not low-income

households.

9. Land Trust

A land trust preserves existing affordable housing stock and can also be used as a
tool to construct new affordable housing units. The land trust purchases properties
on the market, retains ownership of the land, and sells the residences at affordable
prices to income-qualified buyers while leasing them the land for a nominal fee.
Resale restrictions require that homes be sold back to the land trust or to an income-
qualified buyer at a formula price that keeps the homes affordable.
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By holding land for the benefit of the community, the land trust counters increasing
housing costs that are driven by rapidly appreciating land values. In addition, by
preserving existing housing stock, the land trust helps preserve the character of
existing neighborhoods by reducing the number of teardowns. Finally, through the
resale restrictions the land trust maximizes the cost-effectiveness of the public and
private investment used to make land trust homes affordable to the first buyer,
providing a fair return to the homeowner while ensuring continued affordability for
succeeding buyers.

Example: Highland Park Hyacinth Place
The Highland Park Illinois Community Land Trust (HPICLT) is a non-profit
organization established by the City of Highland Park to develop high-quality
affordable housing. The City of Highland Park donated the land on which the
Hyacinth Place development now sits. Hyacinth Place consists of ten townhomes
and four rental apartment units. The townhome units have 3 bedrooms, 2.5
bathrooms and are about 1,550 square feet in area. The development also received
fee waivers, grants from the city, special reduced interest rates from National City
Bank, exemption from Private Mortgage Insurance (PMI), a tax credit for first time
homebuyers, and matching funds from Highland Park for any employer who
contributes as part of an employer assisted housing program, all of which help make
the units affordable. The HPICLT owns the land beneath Hyacinth Place and is
selling the units as affordable to households earning up to 120 percent of the AMI at
a price of $239,000. These units are also “eco-friendly” with various sustainable
features. The target buyers are is Highland Park’s school, police, fire, library and
parks workers. Once purchased for an affordable price, the purchaser agrees to, in
the future, resell the unit at an affordable price.

Advantages:
 Useful in an area with little vacant land to create new affordable housing

units.
 Effective method of maintaining affordability in appreciating markets.
 Once purchased by the land trust, the property remains affordable without

additional subsidies.

Drawbacks:
 Requires large initial investment to purchase land and buildings.
 Requires knowledgeable, trained staff for its organization and administration.

10. Homeownership Subsidies

Currently, Deerfield has a senior subsidy program where residents who are 62 years
and older, and meet income limits may be eligible for financial assistance under the
Village’s Senior Housing Subsidy. Also, the Affordable Housing Corporation of Lake
County offers mortgage assistance and other programs to those qualifying to help
home buyers purchase a home and the Illinois Housing Development Authority
(IHDA) offers home ownership programs (mortgage down payments, down payment
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assistance, and closing costs). People who inquire with the Village about affordable
housing programs are provided with these agencies’ contact information.

Arlington Heights’ and Morton Grove’s First Time Homebuyers Programs
The Village of Arlington Heights offers a first time homebuyers program that is
supported by the IHDA’s homebuyer assistance program. Arlington Heights’
program provides down payment and closing cost assistance loans to qualified low-
and moderate-income first time homebuyers. Arlington Heights also provides an
assist program that grants first time pre-qualified low- and moderate-income
homebuyers 4.25 percent of the purchase price of their home; 3 percent is used
toward the down payment and the other 1.25 percent is paid to the lender as an
origination fee. The Village of Morton Grove provides a loan mortgage program
through IHDA which provides qualified first time homebuyers with a 30 year fixed
rate mortgage with interest rates approximately ½ percent below market rates. In
some cases, Morton Grove also offers options for assistance with closing costs.

Advantages:
 Uses existing housing stock instead of building new structures.
 Requires a relatively short time frame for implementation.

Drawbacks:
 Staff time to implement program.
 Replication of Lake County and IDHA first time homebuyers program.

Conclusions

The following groups of people are in need of workforce (affordable) housing in
Deerfield:

 Workers employed in Deerfield who cannot afford to live in the Village of
Deerfield.

 Seniors living on fixed or limited incomes.
 Single-parent families that are struggling due to a drop in income because of

divorce or loss of a spouse.
 Young households, some of which grew up in the community, seeking starter

homes.
 Persons with disabilities who need affordable housing.

Attached is a map of the possible locations for affordable housing in the Village which
was developed by staff a couple years ago.

The high price of homes has made it more difficult for individuals and families of
moderate-incomes and low-incomes to remain in, or move to Deerfield. The limited
housing options for such households also threatens Deerfield’s ability to maintain and
promote economic diversity within the community and its endeavor to increase its
variety of housing stock as stated in the Comprehensive Plan. It is apparent that no
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single strategy is going to solve the spectrum of workforce housing issues. It is more
likely that a number of strategies and recommendations will need to be employed.

Affordable (Workforce) Housing Plan

At the present time, the Village of Deerfield doesn’t have an affordable housing plan.
The Village’s Comprehensive Plan endorses the idea of affordable housing when
opportunities present themselves. Other surrounding communities such as Highland
Park, Northbrook, Kenilworth, Lake Forest, and Lake Bluff, and Wilmette have adopted
workforce (affordable) housing plans for their communities (see attached examples).
Deerfield should consider adopting a workforce housing plan that will further define
Deerfield’s workforce housing goals and include strategies to attain the goals, and
provide a way to measure the Village’s progress.
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