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|. Executive Summary:

The Affordable Housing Planning and Appeal Act (P.A. 93-595/P.A. 93-678, cited as 310
ILCS67/), addresses a shortage of housing that is affordable to people who are vital to local
economies and who provide critical community services. All communities in Illinois with less
than 10% affordable housing (unless having a population of less than 1,000) are “non-exempt”
from the Affordable Housing Planning and Appeal Act, and thus are required to approve and
implement a housing plan that enables the community to increase its stock of affordable housing.
The law also creates a State Housing Appeals Board that, beginning in 2009, can review
developers’ appeals of certain local decisions affecting proposed affordable housing
developments. The Illinois Housing Development Authority (IHDA), named the State-
administering agency in the law, has produced the enclosed Recommended Procedural
Guidelines for Compliance to aid non-exempt communities in complying with the law.

Compliance with the Affordable Housing Planning and Appeal Act does require clarification on

what certain terms and concepts mean in reference to the act. While the Recommended

Procedural Guidelines for Compliance goes into greater depth on a variety of terms, it should be

noted that IHDA has primarily been receiving inquiries regarding the following matters:

= Development is defined as the act of building and readying for occupancy a unit or series of
units of housing that previously did not exist on the site because the site was vacant or the
structure that previously occupied the non-residential site was demolished to clear the site for
the new unit(s).

= Redevelopment is defined as the act of converting or changing an existing non-residential
structure into a housing unit, or converting or changing an existing housing structure into a new
type of housing structure, including demolition and reconstruction activities.

= Teardowns are defined as the razing of a housing unit, and the replacement of the unit with
another housing unit. When an affordable unit is razed, it must be removed from the count of
affordable units as well as the total housing stock.

= Home Rule. Fourteen of the forty-nine non-exempt municipalities determined in August of
2004 are home rule municipalities. It has been IHDA’s position that this law does not
specifically exempt home rule municipalities from coverage under this law, and that neither
House nor Senate bill sponsors or members requested a Home Rule Note to make such a further
determination during the process of this law or its later amendment being approved by the
Illinois General Assembly. IHDA has no authority to interpret the legislative intent of the law
and is only required to implement the law as it has been enacted.

In addition to defining terms and concepts, Recommended Procedural Guidelines for
Compliance seeks to recommend steps that will aid non-exempt municipalities in tracking units
that are added to or lost from the housing stock through development, redevelopment, teardowns,
or conversions. Recommended within are tools that municipalities can use to make accurate
annual updates of the affordable/non-affordable housing units within their jurisdictions. The
tracking of units in this way will help municipalities make positive progress towards compliance
not only with the law, but with the goals set forth in their affordable housing plans.

It is important to realize that a housing unit that is currently affordable may not always stay that
way. Therefore, ongoing tracking, monitoring, and controls become crucial tools for a



community to use to ensure that units remain affordable and thus are counted towards the
affordable percentage for years to come. When the 2010 Census data is published, exempt status
from the Affordable Housing Planning and Appeals Act will be recalculated using the figures
from the Census. If units are not kept affordable, it is possible that they will not be counted as
such by a future Census and therefore will not be counted as affordable in the next determination
of exempt status. It is also the intent of the Recommended Procedural Guidelines for
Compliance to provide resources that non-exempt communities can use to help them work
towards compliance. Discussed within are Federal, State and local resources that may be
accessed for assistance in complying with the Affordable Housing Planning and Appeal Act.

The Affordable Housing Planning and Appeal Act is not intended to supplant local decision-
making in the development process. It is, however, intended to strongly encourage local
planning strategies that foster the development of affordable housing. The law is not intended to
dictate the type of housing (owner vs. renter, senior vs. family, etc.) that will be developed or
which local incentives (inclusionary zoning, tax abatements, etc) are to be used. Such decisions
are local decisions. The major purpose of the Recommended Procedural Guidelines for
Compliance is to provide clarification on issues and questions that have already been raised and
are anticipated in an effort to aid the local decision-making process.



I1. Introduction and Outline of the Statute:

On January 1, 2004 the Affordable Housing Planning and Appeal Act (P.A. 93-595/P.A. 93-678,
cited as 310 ILCS67/) came into effect in the State of Illinois, addressing a shortage of housing
that is affordable to people who are vital to local economies and who provide critical community
services. Many teachers, police officers, nurses, firefighters, and other key employees in local
jobs cannot afford to live in the communities where they work. Furthermore, seniors are often
priced out of the communities in which they have spent their lives, and young families cannot
afford to return to the communities where they grew up to raise their own children. Home prices
continue to outpace incomes throughout the Chicago region. All communities in Illinois with
less than 10% affordable housing (and a population greater than 1,000) are “non-exempt” from
the Affordable Housing Planning and Appeal Act, and thus are required to approve and
implement a housing plan that enables the community to increase its stock of affordable housing.
The law also creates a State Housing Appeals Board that, beginning in 2009, can review
developers’ appeals of certain local decisions affecting proposed affordable housing
developments. Any community that has met the affordable housing goal specified in its plan is
automatically exempt from the authority of the Appeals Board.

IHDA is named the State-administering agency in the law, and was to publish a list of exempt
and non-exempt local governments beginning by October 1, 2004. IHDA contracted with an
independent third party, the University of Illinois at Urbana-Champaign (Building Research
Council), and worked closely with them to produce the needed data and report, a copy of which
was provided to all 49 non-exempt municipalities on August 11, 2004. The purpose of that
report was to develop and apply a methodology, consistent with the provisions in the statute, and
to determine which local governments are exempt from the provisions relating to the
development of an affordable housing plan and from the State Housing Appeals Board appeals
process.

It is recommended that communities that are non-exempt from the Affordable Housing Planning
and Appeal Act develop a methodology for tracking changes in the number of affordable units
within their housing stock. It is a major purpose of this memorandum to provide further
guidance for non-exempt local governments for counting, summarizing, and reporting progress
towards compliance with the Affordable Housing Planning and Appeal Act.



A. Home Rule:

Since the passage into law of the Affordable Housing Planning and Appeal Act, the Illinois
Housing Development Authority has received a number of inquiries about whether this new law
applies to home rule municipalities and counties in Illinois.

The bills passed by both houses of the legislature (House Bill 625 in 2003 and Senate Bill 2724
in 2004) were silent on this issue. Also, in neither case did a legislator request a Home Rule
Note, a process administered by the Department of Commerce and Economic Opportunity
(DCEO) upon legislative request, to make a determination of home rule applicability to that
particular bill. Since the law does not specifically provide for a home rule exemption, IHDA will
assume that the law does apply to home rule municipalities and counties. IHDA does not intend
to request or issue a legal opinion on this matter. Municipalities or counties wanting further
legal clarification should consult their own legal counsel.

B. Plan Review:

IHDA is designated in the legislation as the administrator and point of receipt for all affordable
housing plans required to be submitted from local governments.

e Upon receipt of a plan from a designated non-exempt local government, IHDA will send
notice of receipt and inform the jurisdiction of the review process.

e |HDA will review the submitted plan for completeness in conformance with the statutory
requirements. Jurisdictions are recommended to submit complete and fully documented
plans to assure compliance with the requirements.

e |HDA will notify the non-exempt jurisdiction in writing, if questions of completeness or
documentation arise in the review of the plan. Upon satisfactory review, IHDA will send
non-exempt communities a letter noting sufficiency of the submission.

e All plans and IHDA correspondence and notifications to and from jurisdictions and
to/from developers are considered public information.

While the statute provided no specific date for local compliance with plans submitted, it is
assumed that compliance must occur by the time of the activation of the State Housing Appeals
Board to hear appeals, which is January 1, 2009.

IHDA anticipates that non-exempt local governments will likely act to comply with this statute
and their submitted affordable housing plan and, as such will collect, analyze, and present data
(to IHDA, on behalf of the possible future consideration/review by the State Housing Appeals
Board) in order to demonstrate compliance. IHDA will not provide an approval of such data, but
will acknowledge receipt as well as identify in all subsequent annual updates of the non-exempt
local governments list those municipalities that have reported such local compliance to IHDA.



C. State Housing Appeals Board:

Beginning January 1, 2009, the State Housing Appeals Board (SHAB) can hear and render a
decision affecting an affordable housing development only if the following five conditions are
met:

1) A non-exempt community must fail to prepare, submit, and implement an affordable
housing plan.

2) A developer, believing there is a market for such housing, must obtain site control in
a community and voluntarily come forward with a proposal that includes at least 20%
of the dwelling units are subject to covenants or restrictions that require that the
dwelling units be sold or rented at prices that preserve them as affordable housing for
a period of at least 15 years, in the case of for-sale housing, and at least 30 years, in
the case of rental housing

3) The developer’s proposal must be denied, or approved with conditions that rendered
the project infeasible.

4) The developer must decide to appeal the decision.

5) The developer must bear the burden of successfully proving to the State Housing
Appeals Board that the development was denied (or approved with conditions that
rendered the project infeasible) because of its affordable component. Developers
cannot appeal denials made by the local government that are on the basis of public
health and safety or requirements critical to the protection or preservation of the
environment.

The SHAB is to consist of seven members: 1) a zoning board of appeals member from a non-
exempt community; 2) a planning board member from a non-exempt community; 3) a mayor or
municipal council/board member from a non-exempt community; 4) a county board member;
5) an affordable housing developer; 6) a housing advocate; and 7) a retired circuit or appellate
judge who will serve as board chairperson. IHDA’s Chairman will also serve as an ex-officio
member.

P.A. 93-595/P.A. 678 (310 ILCS 67/) does not specify an appeals process for local governments
questioning their status as a designated non-exempt entity. The State Housing Appeals Board is
actually authorized to be formed on January 1, 2006 and has rulemaking authority under the law,
and could potentially establish such a process. As stated above, it cannot, however, hear
developer appeals until January 1, 2009. IHDA will accept and retain all such appeals on behalf
of the State Housing Appeals Board until that time.



D. Determination of “Non-Exempt” Status:

Consistency with P.A. 93-595/P.A. 93-678 was the foremost criteria used to develop the
methodology determining exempt status for Illinois local governments. As specified in the
statute, median household income for the local Primary Metropolitan Statistical Area (PMSA) or
county was used to determine the maximum affordable monthly payment for rental and for-sale
housing units. IHDA was formally informed in December of 2003 by both House sponsor
Representative Ricca Slone and by Senate sponsor Senator Iris Martinez that the bill’s legislative
intent was to use PMSA data in areas where it was available. These maximum affordable
payments were generally compared to decennial Census data describing the housing supply in
each local jurisdiction, producing a count of the total number of affordable rental units and
affordable for-sale units in each local jurisdiction. In the case of for-sale units, an additional step
required the conversion of the maximum affordable monthly payment to a maximum affordable
house value. The total number of affordable units was divided by the total number of year-round
housing units to produce the percentage of affordable housing units located in each local
jurisdiction. As stated earlier, a larger, more detailed report on this process has been made
available to non-exempt local governments and other interested parties, and is also on IHDA’s
website (www.ihda.org).

Of the 1,287 municipalities and 102 counties in Illinois, 49 municipalities have been determined
to be non-exempt from the provisions of P.A. 93-595/P.A. 93-678. An additional 10
municipalities had less than 10% of affordable housing, but were exempt because they have
populations below 1,000. All of the non-exempt local governments are in the six-county
Chicago Primary Metropolitan Statistical Area (PMSA). Lake and Cook Counties have the most
non-exempt municipalities, with 18 and 16 respectively, followed by DuPage County with 7
non-exempt municipalities, and then Kane, McHenry, and Will Counties with 3 or fewer. In
Illinois, 52.9% of all year-round housing units are classified as affordable. Percentages of
affordable housing for all Illinois municipalities and counties (unincorporated areas) are also
included in the required report.

Because the statute specifies the use of decennial Census data in determining the exempt / non-
exempt status of communities, the list of non-exempt counties will not be officially updated
again until the 2010 Census data is available. However, IHDA will provide annual updates of
reported compliance within non-exempt communities.



111. Local Governments’ Responsibilities:

A. Housing Plan:

Each municipality or county which has been determined to have less than 10% of its total year-
round housing stock deemed as affordable must develop and approve an affordable housing plan,
consisting of at least the following:

- astatement of the total number of affordable housing units that are necessary to
exempt the local government from the operation of this Act, as defined in Section 15
and Section 20, and based on the original numbers included in IHDA'’s Final Report;

- an identification of lands within the jurisdiction that are most appropriate for the
construction of affordable housing, and of existing structures most appropriate for
conversion to, or rehabilitation for, affordable housing, including a consideration of
lands and structures of developers who have expressed a commitment to provide
affordable housing and lands and structures that are publicly or semi-publicly owned;

- incentives that local governments may provide for the purpose of attracting affordable
housing to their jurisdiction; and

- agoal for increasing local affordable housing stock of:

e aminimum of 15% of all new development or redevelopment within the local
government that would be defined as affordable housing in this Act;

e aminimum of a 3 percentage point increase in the overall percentage of
affordable housing within its jurisdiction, as defined in Section 20 of this Act;

e aminimum of a total of 10% of affordable housing within its jurisdiction.

Within 60 days after the local approval of an affordable housing plan or revisions to its existing
affordable housing plan (which must address these four elements), the non-exempt local
government must submit a copy of that plan to IHDA. The law, as amended, now requires non-
exempt local governments to locally approve the affordable housing plan by April 1, 2005.

P.A. 93-595/P.A. 678 (310 ILCS 67/) also does not specify a preference between developments

of single-family and multi-family housing as a means of complying with the requirements of the
statute. The type of housing developed to comply with the law is entirely a local decision and is
to be made on a local level.



B. Ongoing Reporting:

It is recommended that each non-exempt community report to IHDA on its annual progress
towards its chosen goal.
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1)

2)

15% of All New Development — If a non-exempt community chooses to pursue a goal
that 15% of all new development and redevelopment will be affordable, the municipality
should track all new development and redevelopment (Clarification of the definition of
“development” and “redevelopment” are contained below in this memorandum). Since
the 15% goal specifies that 15% of all new development and redevelopment must be
affordable, there is no need to include units built up to the year 2000 Census.
Furthermore, municipalities that chose the 15% goal should consider the cumulative
totals of development and redevelopment (as defined below) as the statute does not
require municipalities to make sure that 15% of their separate development and
redevelopment efforts are affordable. Thus, the formula for tracking this goal is:

# of Affordable Units
= Added to Housing Stock X 100

Affordable Percentage
of New Development
and Redevelopment

Total # of Units Added to
Housing Stock

Increasing Affordable Housing by 3 Percentage Points or Increasing Affordable Housing
to 10% of Community Total - If a non-exempt community chooses to pursue either the
goal of increasing their total affordable housing stock by 3 percentage points or
increasing the amount of affordable housing units to 10% of the total, they must track not
only new development and redevelopment, but also existing development. The
recommended formula for tracking progress under these two goals is:

Total Number of Affordable Housing
Units Identified from the 2000
Affordable Percentage Census + Total Number of

of All Development = Affordable Units Added to Housing
and Redevelopment Stock X 100

Total Number of Housing Units
Identified from the 2000 Census +
Total Number of All Housing Units
Added to Housing Stock

In counting existing units, it is important that communities not only track the total of new
units added to the housing stock, but also the ongoing status of existing units. Units that are
“lost” by redevelopment must be subtracted from the denominator. Affordable units that are
“lost” via teardowns, by redevelopment favoring lower density, condominium conversion to
unaffordable units, or affordable units that are otherwise replaced by unaffordable units must
be removed from the numerator (and from the denominator ONLY if the affordable units are
completely lost and not converted to unaffordable housing).



1V. Definitions of Key Terminology:

A. Defining “Development” and “Redevelopment”:

The focus of the AHPAA is the creation of housing units, and therefore definitions of
“development” and “redevelopment” must focus on actual actions that result in the establishment
or reestablishment of a housing unit. The 1967 Illinois Housing Development Act (20 ILCS
3805/) provides a definition of development that can be used as a starting point for this
discussion:

“’Development’ means a specific work or improvement undertaken to provide
dwelling accommodations, including the acquisition, construction or
rehabilitation of lands, buildings and community facilities...”

As such, the Illinois Housing Development Act definition includes both “development “ and
“redevelopment”. These terms are further defined in terms of the AHPAA below, as it is
important to define and distinguish between “development” and “redevelopment” for tracking
compliance with the law. While the examples provided are not exhaustive, the definitions
provided are intended to provide guidance on what actions should be counted per the assumed
intent of the AHPAA:

Development — for the purposes of tracking affordable development, “development” is
defined as the act of building and readying for occupancy a unit or series of units of
housing that previously did not exist on the site because the site was vacant or the non-
residential structure that previously occupied the site was demolished to clear the site for
the new unit(s).
Count as development:
o All new construction of housing units.
o Creating a new or adding an additional housing unit(s) within existing
structures that is intended to be sold or rented as independent housing units
(e.g., converting a single-family home into a duplex)
o Construction of a coach house or garage or any other structure that will
provide a newly created housing unit that will be sold or rented.
Do NOT count as development
o0 Additional living space added to existing housing structures, that is not
intended to be independently occupied, sold or rented.
0 Rehabilitation of single-family or multi-family housing to correct building
code violations or deficiencies.
0 Aesthetic improvements or changes to existing housing structures or property
that does not create a new housing unit.
o Conversion of a coach house or garage or any other structure that is intended
to compliment or be used by occupants of an existing housing unit and is not
otherwise sold or rented to another household / person.

Redevelopment - for the purposes of tracking affordable development, “redevelopment”
is defined as the act of converting or changing an existing non-residential structure into a
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housing unit, or converting or changing an existing housing structure into a new type of
housing structure, including demolition and reconstruction activities.

Count as redevelopment:

0 Adaptive reuse — converting an existing non-residential structure to housing
stock.

o Conversion of rental housing into condominium housing.

0 Reconstruction, substantial renovation, or rehabilitation of existing housing
stock that changes the status of the stock from affordable to unaffordable or
unaffordable to affordable (regardless of occupancy).

o Teardown of housing (as defined below) that replaces an unaffordable unit
with an affordable unit or an affordable unit with an unaffordable unit

Do NOT count as redevelopment:

o Structural improvements to existing housing (unless substantial rehabilitation
and unoccupied).

0 Additions to existing properties.

Aesthetic improvements or changes to existing housing structures or property

o0 Teardown (as defined below) that has been documented as unaffordable or
affordable both before and after the reconstruction.

0 Substantial renovation or rehabilitation of existing housing stock that does not
change the status of the stock from affordable to unaffordable or unaffordable
to affordable.

@]

B. Teardowns:

The razing of a housing unit and the replacement of the unit with another housing unit is
considered a teardown. It is recommended that municipalities document all teardown activity.

0 When a teardown changes the status of the unit (from affordable to
unaffordable or from unaffordable to affordable), it is recommended that the
action be included in the count of redevelopment occurring within a
community.

0 When an affordable unit is razed and replaced with an unaffordable unit, it
must be removed from the count of affordable units within a community, but
should remain in the count of total housing stock.

o0 When an unaffordable unit is razed and replaced with an affordable unit, the
unit should be added to the count of affordable units within the community
and remain counted in the total housing stock.

0 Units that are documented as unaffordable or affordable both before and after
reconstruction can be deleted from the total housing stock, then added back;
for a net effect of no change.

When tracking teardowns, the unit’s affordability prior to being razed and after replacement
should be documented to determine its impact. For the purposes of tracking towards the 15% of
all new development goal, only teardowns that change the status of a unit from affordable to
unaffordable or from unaffordable to affordable should be counted.
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V. Tracking Units:

A. Recommendations for Tracking Units Added to the Housing Stock Each Year for
Annual Reporting:

It is recommended that the municipality track the number of affordable housing units and
market-rate housing units added to its total housing stock each year. It is recommended that
communities report this information to IHDA as documentation of progress towards their goals.
What should be tracked is sales price, or rental price of the unit. Outlined below are several
sources of information for tracking number affordability status of units. It should be noted that
all of the sources listed do not necessarily capture all cost elements of affordability unless they
also report information on property taxes, insurance, and homeowners / condominium
association fees:
1) Certificates of Occupancy - this is the preferred methodology, as Certificates
of Occupancy represent and correspond to each completed unit within a
municipality. A municipality may ask developers to include an estimated value
of each unit on the Certificate of Occupancy application.

2) Building Permit Data — with related cost information
3) Multiple Listing Service (MLS) of Illinois
4) Local Planning Staff — quite often in working with developers, municipal

planning staff are very knowledgeable about local sales or rental prices of
newly developed or converted units.

5) Local Assessor’s Office — the assessed value of a unit may help to determine its
affordability.

6) Affordable homes that are developed with local, state or federal financing or
that are part of a local affordable housing development program, such as an
IHDA assisted program, a County HOME funded project, or an inclusionary
housing ordinance with deed restrictions or resale restrictions, will be very easy
to track, as the documentation/records required to be maintained for these
financing programs will generally suffice as adequate.

7) Municipalities may develop their own methods for tracking units. Please

provide these methods to IHDA staff in advance to allow IHDA to provide
review and comments.
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B. Recommendations for Tracking Affordable Units Lost From the Housing Stock Each
Year for Annual Reporting:

Tracking units that have been demolished, converted, or otherwise subtracted from the housing
stock may be more difficult than tracking the units that have been added to the housing stock.
Tracking lost units, particularly lost affordable units, is very important, as lost units may
significantly affect the affordable percentage in a community. As with tracking added units,
each community may want to document the loss of a unit as thoroughly as possible. The
municipality will want to develop a method for documenting the value of lost units. EXxisting
housing units that have appreciated in value but have not been newly developed or redeveloped
are not considered “lost” for these purposes. Outlined below are several sources that may be
used to track lost units:

1) Demolition Permits — the number of demolition permits issued by a municipality is
the preferred method of tracking lost units. If the value of the units demolished is
included as part of the demolition permit, the demolition permit can be used
exclusively to track both the total number of lost units as well as the number of lost
affordable units.

2) Assessed Value of the Unit from Previous Years (from local assessor’s office) — if the
demolition permit does not include the value of the unit, the assessed value amount of
the unit from previous years should be consulted and reviewed.

3) Municipal Planning Staff — the institutional knowledge of local planning or municipal
staff can also be used to determine the affordability of lost units.

4) Municipalities may develop their own methods for tracking lost units. Please provide
these methods to IHDA staff in advance to allow IHDA to provide review and
comments.

C. Determining “Affordability”” for the Purposes of the AHPAA:

Communities will likely want to tailor the affordable rental and sales price to appropriate
household sizes to provide more flexibility in meeting plan goals. In addition, the “affordable
sales price” for a home and “affordable rental price” for an apartment or home will change each
year as income grows and other variables shift. Thus, communities should use only the area
median income (AMI) figures, compiled by IHDA (which are published annually by the U.S.
Department of Housing and Urban Development (HUD)), to determine what constitutes an
“affordable unit” at 80% AMI for owner-occupied units and 60% AMI for rental units.

To ensure uniformity and clear guidance, IHDA publishes an annual “price schedule” that shows
the maximum rents at 60% of the AMI by household size and the maximum affordable owner-
occupied sales price at 80% of the AMI by household size. This information is updated annually
and is posted on IHDA'’s website for public information (www.ihda.org).

14
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Median Incomes are based on annual HUD Estimates for Metropolitan Statistical Areas (MSAS).
Income limits are adjusted annually to reflect the HUD figures in effect at that time. For
background on income limits see http://www.huduser.org/datasets/il.html.

I. “Affordable Sales Price”. Per the AHPAA statute, non-exempt municipalities are
required to use the following definition of affordable owner-occupied housing: Owner-
Occupied units are considered affordable when they are affordable to an individual or
family earning 80% of the median household income and spending no more than 30% of
their income on housing. Housing costs include all payments made towards the principal
and interest of any mortgages placed on the unit, property taxes, and insurance, as well as
homeowner, neighborhood, or condominium association fees. Please note that payments
made for utilities are not included in this determination for homeowners, as it was not
required in the law as part of this calculation.

The initial maximum sale prices for a low and moderate income homeownership unit
should be set such that it is affordable to a household whose income equal to or below
80% of area median income. For purposes of this calculation, household income
applicable to a particular unit will be based on certain assumptions about the size of the
family most likely to occupy the unit. For example, in order to calculate the sales price
of a 2-bedroom unit, the project sponsor should begin by determining what is affordable
to a family earning 80% of area median income for a three-person household. For a 3-
bedroom unit, the calculation should assume a four-person household, and for a 4-
bedroom unit, a five-person household.

Ultimately, it is each community’s decision how they decide to track and document the
affordability of owner-occupied units. In the example below, two possible methods are
outlined:

Example 1: Tracking the affordability of owner-occupied units.

Example 1.a.: Affordability Chart:
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To determine the purchasing / housing costs limits of a low to moderate-income
homebuyer, the 80% of area median income figure is used by household size. The
chart below assumes that the homebuyer is spending a maximum of 30% of total
household income for housing costs (not including utilities, per the AHPAA statute).
The affordability calculations are based on a simplified formula using household
income divided by .30 (30%). This provides an estimate that conforms to the letter of
the law and includes payments of principal, interest, taxes, and insurance. In recent
AHPAA workshops, an affordability chart was provided using .36 (36%) in its
calculations instead of .30 (30%). It is an industry standard to use 36% to estimate
affordable housing costs as it assumes a 31% debt to income ratio, $350/month
escrow for taxes/insurance, and 3% closing costs. While using 36% in estimating
affordable housing costs is preferred as it creates a more realistic estimate of actual
cost, the AHPAA statute only requires non-exempt municipalities to use 30%. The
affordability chart below displays both the 30% and the 36% figures.


http://www.huduser.org/datasets/il.html

Owner Occupied Affordability Chart for Chicago Metro Area

1 Person 2Person 3Person 4Person 5Person 6Person 7 Person 8 Person
2004 INCOME LIMITS
(80% AMI) $40,250 $46,000 $51,750 $57,500 $62,100 $66,700 $71,300 $75,900

Affordable Cost (AHPAA

requirements) using 30%
of household income. $134,167 $153,333 $172,500 $191,667 $207,000 $222,333 $237,667 $253,000

Affordable Cost (Industry
Standard) using 36% of
household income. $111,806 $127,778 $143,750 $159,722 $172,500 $185,278 $198,056 $210,833

* Please note: The above chart uses 2004 income limits. Municipalities must make sure they are using the most
current income limits (available on IHDA’s website: www.ihda.org).

Example 1.b.: Affordability Calculator:

An affordability calculator system could also be used to determine the affordability of
owner-occupied housing. Though this system is more involved than a formulaic one
such as the affordability chart shown above, it can be used to determine affordability
in a more precise fashion. An accurate assessment of housing cost is derived using
the sales price of the home and basic assumptions about the down payment, interest
rate, and amortization period of the loan. Other variables, such as taxes and fees, are
also accounted for, and an accurate assessment of the monthly housing cost is
derived. Please note that utilities are not counted as part of this analysis. The
necessary annual income is calculated by assuming that no more than 30% of
household income will be spent on each monthly payment. This annual income
figure is then compared with income limits (published annually by HUD and by
IHDA) to determine if the home or condominium is affordable.
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http://www.ihda.org/
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Affordable Sales Price Calculator

Enter Amount Calculations
Sale Price $173,298 $173,298.00
Down Payment 3.00% $5,198.94
Mortgage Amount $168,099.06
Interest Rate
Amortization

Monthly P&l Payments
Taxes And Fees:
Annual Tax Rate
Annual Local Fees
Annual HOA Fees

Other Fees

Monthly Housing Cost $1,246.28
Necessary Annual Income $49,851.03
Affordability Test

Necessary Annual Income $49,851.03

Household Size
Affordable Limit (80%)

Both the Federal Home Loan Mortgage Corporation (Freddie Mac) and Federal National
Mortgage Association (Fannie Mae) publish current market interest rates on their
websites (www.freddiemac.com and www.fanniemae.com). It is recommended that
either of these standardized sources be used for determining the current market interest
rate regardless of tracking methodology. As of November 15", 2004 as an example, the
5.76% used in the above example is the current 30-Year Mortgage Rate as reported by
Freddie Mac.

ii. “Affordable Rental Price”. Per the AHPAA statute, non-exempt municipalities are
required to use the following definition of affordable rental housing: Rental units are
considered affordable when they are affordable to an individual or family earning 60% of
the median household income and spending no more than 30% of their income on
housing. Rental housing costs include all payments made towards the monthly rent and
utilities for a unit. Payments made for utilities are to be included in this determination as
it is required in the law as part of this affordable rental calculation. Each year, IHDA
publishes a listing of rental limits by bedroom size and by percentage of Area Median
Income. This listing uses the annual HUD data as its basis and therefore should be used
to determine the affordability under the AHPAA statute of rental units.



http://www.freddiemac.com/
http://www.fanniemae.com/

The chart below lists the current (2004) income limits for 60% area median income
(AMI) for the Chicago Metro Area:

1 Person 2Person 3Person 4Person 5 Person 6 Person 7 Person 8 Person

2004
INCOME
LIMITS  $31,680  $36,180  $40,740  $45240  $48,840  $52,500 $56,100 $59,700
(60% AMI)
For purposes of this calculation, certain assumptions must be made about the size of the

family most likely to occupy the unit. For example, in order to calculate the affordability
of a 2-bedroom unit, the municipality should begin by determining what is affordable rent
for a 2-bedroom apartment for a three person household earning 60% of the area median
income. Ultimately, it is each community’s deci