	


	



	



	



	



	



	




	
	CHA 'fesses up: It lacks funds for building plan
Chicago Sun-Times
December 31, 2001
BY KATE N. GROSSMAN STAFF REPORTER 
Since the Chicago Housing Authority announced grand plans to transform public housing three years ago, it's been dogged by questions about covering the huge costs.
Now, for the first time, CHA officials openly admit the dollars don't add up. 
But instead of waiting until the money is in place, the CHA's new plan is to spend the bulk of its $1.6 billion in federal money by 2006, leaving a hole that could require hundreds of millions or more to fill. 
City Hall says it'll help the agency find the money--a promise some are greeting with great skepticism. 
All Mayor Daley has agreed to is a written pledge to "identify and help secure additional funding" for the CHA's 10-year plan. 
"It's about as nebulous and non-committal as a crafty lawyer could draft--by no means can you take that to the bank," said Bob Whitfield, counsel to a citywide tenant board. "It's a leap of faith based on a pledge to look for money. . . . That's not the same as a real pledge." 
Whitfield believes Daley supports the CHA's plan to transform public housing, but says its fate should not be left to chance or political whim.
Over 10 years, the CHA has pledged to rehab or rebuild 25,000 apartments for seniors and families. Almost 7,000 of the family apartments are scheduled to come back between 2006 and 2009. This includes some of the city's most difficult developments, such as the Robert Taylor Homes on South State Street and Altgeld Gardens on the Far South Side. 
Despite the risks, many observers think the CHA is playing it smart. Most agree the $1.6 billion isn't enough and say the original plan to spread it out over 10 years is unworkable. The Chicago Sun-Times raised that issue earlier this year in its series "CHA's Big Gamble." 
The new plan allows the CHA to spend the money it has on hand now, generating units more quickly. So far--two years into the 10-year plan--demolition of the CHA's doomed high-rises has dramatically outpaced construction of new public housing. 
"We're going to take advantage of our money so we can bring people back" to public housing, CHA chief Terry Peterson said. 
Peterson and city officials say they already are thinking up ways to generate more money. But only by showing some progress, they argue, can they truly make the case for more money.
"I'm more concerned about getting some successes now," Peterson said. "When 2006 comes, the mayor said he'll be there."
For some, that's simply not good enough. Whitfield and others want a more concrete commitment, something city officials say can't be done. 
"It's a huge gamble," said Whitfield, former CHA general counsel. "We have great concern that we'll get lost in the shuffle. When smoke clears, where will we be?" 
*****
There is nothing modest about the CHA's plan to transform public housing. 
To replace doomed high-rises, the agency promises new communities where the poor, working class and middle income will live side-by-side. In the place of isolated neighborhoods, the agency promises new parks, stores and services. Instead of dilapidated senior apartments, the CHA promises new floors, toilets, stoves and more. 
So far, the CHA doesn't have much to show. 
The agency has demolished 9,300 apartments, including many already vacant or in closed buildings. In the same time, 790 new units have been built, along with the rehab of 330 family apartments, 750 scattered sites and 1,000 senior units. 
Few people think 10 years is a realistic timetable and cite several reasons for delays--lawsuits and changes in administration, to name a few. The CHA also didn't get funding for its 10-year plan for transformation until February 2000.
But one explanation comes down to simple math. The CHA wasn't putting in enough money. 
To spread its dollars over 10 years, the CHA has been contributing only about half of the cost for each new CHA apartment, throwing a wrench into the development process. The rest was made up with other government subsidies, a resource that can only go so far. 
Now, the CHA intends to pay more for each CHA unit and accelerate construction. Considerable private money and city and state subsidies are still needed to finance the apartments for higher-income families, but that money can go further with the CHA picking up more of the tab.
The CHA can do this because it already has about $500 million of the $1.6 billion. That includes eight federal grants--most awarded in the 1990s--to develop mixed-income housing. 
"The federal government wants that money spent," said Becky Carroll, a senior City Hall spokeswoman. "Otherwise, they'll say 'don't come back [for more.]'"
City officials also say front-loading the money makes sense because the longer you wait, the higher the construction cost will be. Getting developments going now also increases the amount of tax revenue that can be used for development later on. 
"If anything, it's just an emphasis on trying to get the deals moving," said Peter Levavi, of Brinshore Development, which is working on the Robert Taylor and Henry Horner homes. "They're being wise about their resources." 
The approach already is bearing some fruit. 
For example, the CHA plans to speed up redevelopment of 760 units at Horner. In 2002, construction on almost 1,000 new public housing units is expected to begin. At the same time, the CHA expects to finish renovating 4,500 senior units and 1,100 scattered site apartments. 
"We're getting ready in 2002 to execute," Peterson said. "When we get to 2006, you'll be able to say . . . either 'you failed' or 'you achieved,' but you'll never be able to say we didn't try. And, as I've said before, failure isn't an option."
*****
Where this leaves the CHA in 2006 is still unknown.
"There is nothing we can do that secures the funding or sets it aside for 10 years," said Mike Harris, the city's budget director. "But we'll look to uncover every rock to make sure the money is there."
The city's role is already huge. The Housing Department is contributing half its family development subsidies to CHA projects. The Planning Department is helping with land acquisition and intends to create tax increment financing districts surrounding the redevelopment areas--a way to generate money for the future redevelopment. 
And the city has pledged to help build the sidewalks, tap into water and sewer lines and take care of other infrastructure needs. City officials meet regularly on these deals--something developers cite as a vast improvement over a more haphazard system in the past--and the city can cite specific commitments for some projects. 
For example, design engineering surveys are under way for the largest redevelopments, and the city already has spent $850,000 looking for existing sewer, water and electrical lines. The city also already has spent money on new parks, retail and schools near a few developments. 
But Harris and others couldn't pinpoint how much they might spend or where the money will come from. They say they are simply folding the once-isolated CHA into capital spending plans, just as they regularly add new big-ticket items. 
That approach worries some developers and budget experts. They say it's disingenuous to suggest that you simply add something this large into a finite capital budget.
"They should and can isolate the projected and estimated costs," said Jackie Leavy, director of the Neighborhood Capital Budget Group. "This administration is masterful at maximizing its flexibility and keeping all its options open and not committing itself." 
It's a pattern Leavy and others see repeated in the city's open-ended commitment to help the CHA between 2006 and 2009. 
"When the CHA plan says the city will help after 2005, we need much more aggressive of a statement," said Kevin Jackson, director of the Rehab Network, a housing advocacy group. "What we keep getting reminded of is how monumental and huge this is." 
Because the city's role is already so large, it's unlikely it could significantly increase its contribution after 2005 unless policies are changed now, Jackson said. There are concrete policies the city and the CHA could adopt today, Jackson said, to ensure more affordable housing down the road. 
City officials say there is no way to know exactly what the CHA will need in the last years of the transformation plan, but maintain they are pursuing different options. After 2006, the CHA also can use any money it saves now and, through 2009, it will continue receiving $139 million in federal money annually--though some of that is already committed to paying debt.
"It's not as though we're just sitting around," said Housing Commissioner Jack Markowski. "There are a number of creative things we're looking at."
Those include generating more federal and state money, issuing bonds against revenue from the TIF districts and exploring new financing options, such as requiring more developers to set aside CHA and affordable units in private developments and increasing developments that can generate profits to be funneled back into creating additional public housing.
The CHA already has tried one particularly innovative approach. 
To speed up the rehab of its senior units, the CHA issued bonds in November to raise $275 million. These bonds, backed by the $1.6 billion in federal money, will allow the CHA to finish its senior apartments by 2004. It's a first-of-kind move for any public housing authority and a feather in the CHA's cap, an agency better known for fiscal mismanagement.
Proponents of the CHA's new plan also say the strength of the mayor's word should not be underestimated. As with the public schools, Daley has staked his reputation on the CHA's success.
But critics aren't convinced. 
The CHA has promised 25,000 apartments, and they intend to hold them to it.
"Even the mayor can't make bricks out of sand if the money is being diverted to other priorities," Whitfield said. "We have to go on faith that the city will do the right thing."
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