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Introduction
Housing Needs Assessment

SB Friedman Development Advisors (SB Friedman) was engaged by the City of Naperville
("City") to conduct a Housing Needs Assessment. The purpose of the assessment is to:

«  Evaluate whether the existing housing stock meets current and projected needs over the
short-term (5 years) and long-term (20 years);

* |dentify key housing-related issues and unmet needs; and

« |dentify potential programs, policies, and strategies to address identified housing
challenges and opportunities.

Simultaneous with SB Friedman’s analysis, two other planning processes were underway that
address housing issues in Naperville:

* Naperville Housing Action Plan, conducted by the Metropolitan Mayors Caucus,
Chicago Metropolitan Agency for Planning (CMAP) and Metropolitan Planning Council
through the Homes for a Changing Region program

* Naperville Comprehensive Plan Update, currently under way and being led by Houseal
Lavinge Associates

While SB Friedman has engaged with both groups to understand their analyses and
anticipated conclusions, the studies were not completed prior to our engagement or the
completion of much of the housing needs assessment.

Naperville Housing Needs Assessment
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Introduction
Housing Needs Assessment

DEFINITION OF AFFORDABLE AND ATTAINABLE HOUSING

The Housing Needs Assessment includes an analysis of affordable and attainable
housing. The definitions of each, for the purpose of this analysis, align with the
Illinois Housing Development Authority’s (IHDA) 2019 gross rent limits for the
Chicago region, which includes DuPage and Will Counties. Gross rent limits are
related to percentages of area median income and based on households paying no
more than 30% of their income on housing.

Gross rent limits were used for renter-occupied housing, while gross rent limits were
adjusted to account for home occupancy costs (taxes, utilities, etc.) for owner-
occupied housing. For the purpose of this analysis, affordable and attainable
housing are defined as:

 Affordable Renter-Occupied Housing. Gross monthly housing costs at or below
the 60% gross rent limit. At 60% gross rent limits, homes would be affordable to
households earning approximately $53,000 for a family of 4, with monthly rents
of +$1,340

* Attainable Renter / Affordable Owner-Occupied Housing. Gross monthly
housing costs at or below the 80% gross rent limit. At 80% gross rent limits,
housing would be affordable to households earning approximately $71,000 for a
family of 4 (estimated purchase price of $278,000 or monthly rent of $1,780)

Naperville Housing Needs Assessment

* Attainable Owner-Occupied Housing. Gross monthly housing costs at or below
the 120% gross rent limit. At 120% gross rent limits, homes would be affordable to
households earning approximately $107,000 for a family of 4 (estimated purchase
price of $425,000)

CITY-DEFINED SUBAREAS

Naperville is a large community with varied neighborhood typologies. SB Friedman
therefore worked with City staff to identify 10 subareas to better understand how
socioeconomic and housing characteristics vary across neighborhoods. These
subareas and their general characteristics are presented on the following page.

Given the irregularity of Naperville's boundary, the subareas were constructed to
align with census tracts delineated by the U.S. Census Bureau (Census). In certain
situations, the census tracts include portions of neighboring communities and/or
unincorporated areas outside the City or exclude certain parcels that are
incorporated in the City. Therefore, data collected at the subarea level is used only
to understand the general characteristics of the area.



City-Defined Subareas

10 Subareas with Comparable Socioeconomic & Housing Characteristics

SUBAREA SUBAREA LAND USE SUMMARY

Commercial along 1-88; Residential east and west of IL-59;
Commercial and industrial south of Aurora Road

Commercial along 1-88 including BP campus; Recreational including Cress Creek
Country Club and McDowell Grove; Residential; Naperville North High School

Commercial along 1-88; Residential;
Commercial along Ogden Avenue;

Springbrook Prairie Forest Preserve; Residential generally south and east of Ogden
Avenue; Industrial/Commercial generally along, north and west of Ogden Avenue

Downtown Naperville; North Central College; Residential

Commercial on 75th Street; Residential

Subarea 7 Commercial at IL-59 and 95th Street; Residential

DuPage River and adjacent recreation; Quarry; Residential

Industrial in northwest corner; Commercial along IL-59;
Neuqua Valley High School; Quarry; Residential

Downtown Naperville; Naperville Central High School;
Edward Hospital; Residential

Naperville Housing Needs Assessment

CITY-DEFINED SUBAREAS

Sources: U.S. Census Bureau, Esri, SB Friedman



Executive Summary
Housing Needs Assessment

NAPERVILLE TODAY

Naperville is both a desirable residential community and a major employment
center in the Chicago region. The City’s residential population is predominantly
higher-income households comprising families with children at home and empty-
nesters, while the workforce consists of a mix of professional and business services,
retail and health care sectors. Much of the Naperville workforce lives outside of the
City, while most City residents commute elsewhere for work and earn higher
incomes than those working in the City.

The City maintains a somewhat diverse housing stock (62% single-family detached)
with a median year built of 1988 and high occupancy (96%). The concentration of
single-family detached housing, as a percentage of total housing stock, generally
increases as you move from the northwest to the southeast. Approximately 75% of
housing units are owner-occupied. The median home value is approximately
$399,000, while the median rent is $1,415 per month. To afford this housing, owners
would need to earn approximately $100,000 per year, while renters would need to
earn $57,000 per year.

New construction owner-occupied units are generally located near downtown
Naperville and along the perimeter of the City. New construction near downtown
generally replaces smaller, lower-cost entry-level housing that has been torn down.

Naperville Housing Needs Assessment

Newer owner-occupied product sold at a 40% premium to the median home value
in 2019, while newer renter-occupied units leased at a 25% premium to median
rents.

Senior and income-restricted housing is very limited, with senior and income-
restricted units accounting for 19% and 4% of all rental units respectively. Senior
housing is predominantly nursing care. SB Friedman estimates that approximately
21% of Naperville's owner-occupied housing could be considered naturally-
occurring affordable housing (NOAH) at 80% affordability levels, this increases to
66% at the 120% affordability level (attainable/workforce housing). Approximately
12% of rental units are NOAH at the 60% affordability level.

Given the high home values and rents, housing affordability appears to be a
challenge across several income cohorts. Approximately 20-22% of existing
homeowners and 38-44% of renters are currently paying more than 30% of their
gross income on housing. These households are considered cost-burdened and
many are low-income. Therefore, there appears to be a considerable need for both
owner- and renter-occupied affordable and income-restricted housing throughout
the City to meet current residents’ needs.

In recent years, population growth has slowed, and the City has become nearly
built-out. The lack of additional developable land, combined with the desirability of



Executive Summary
Housing Needs Assessment

the community, is driving several housing-related issues, particularly in terms of
housing affordability and constrained supply at certain price points.

Furthermore, the lack of developable land has increased property values to a level
where building new housing at lower price points is challenging. Key informants
indicated that housing affordability challenges are impacting not only lower-income
households, but middle- and working-class households as well, particularly seniors
looking to downsize, entry-level home buyers, and Naperville workers who wish to
live closer to their workplace. Key informants also indicated unmet housing needs
for people with special needs, those currently facing or at risk of homelessness, and
veterans.

NAPERVILLE IN THE FUTURE

Naperville's population is projected by the Chicago Metropolitan Agency for
Planning (CMAP) to grow through 2050, despite limited available sites for residential
development. Change in City policies and redevelopment at a higher density would
be required to achieve this level of population growth. In the near term, Esri projects
that the population will become older and more affluent, with a near-term increase
in owner-occupied home values and owner-occupied households by 2024.

A constrained supply of land available for residential development is likely to impact
the type of new product that can be built in Naperville going forward. Much of the

Naperville Housing Needs Assessment

residential growth will need to occur through changes in land use and
redevelopment of existing sites. This is likely to result in a shift to more dense and
small-lot development, including additional multifamily product and attached
single-family homes. This shift aligns with broader trends in residential development,
both regionally and nationally, that are leading to more compact development.
However, key informants indicated that denser development may face some
opposition from existing residents.

SB Friedman prepared a housing needs forecast for both renter and owner
households. The model incorporates population projections from CMAP, which
allocates regional demand to communities based on a number of socioeconomic
factors. However, it is important to note that given Naperville's status as a nearly
landlocked community, to achieve the CMAP population projections, the City would
need to make a policy decision to increase residential density throughout Naperville.
After discussions with City staff, SB Friedman utilized slightly more conservative
population projections based on recent population growth rates for the purposes of
this analysis.

Unmet needs were identified for two time periods, as requested by the City: 2025
and 2040. The results of the analysis indicate that to achieve a balanced housing
profile - where appropriate unit types are available and affordable to anticipated
households (accounting for both existing cost-burdened households and projected



Executive Summary
Housing Needs Assessment

population growth) - there appears to be the need for 6,900-8,600 new housing
units by 2025 and 11,700-13,000 new units by 2040. Over the long-term (to 2040),
this would amount to the construction of 510-565 units per year. For comparison

purposes, the City added an average of +340 units per year between 2010 and 2017.

Approximately 6,500 of the projected units appear to be needed by 2040 to
alleviate housing cost burdens for households at lower incomes.

Additional units are also anticipated to be needed to address unmet housing needs
identified by key informants. This includes a constrained supply of housing for
seniors looking to downsize, entry-level home buyers, Naperville workers, people
with special needs, those currently facing or at risk of homelessness, and veterans.

TOOLKIT TO ADDRESS UNMET HOUSING NEEDS

The City can begin to address housing-related challenges and work towards
establishing a diversity of housing at a variety of price points by:

* Implementing proactive housing programs;

* Modifying regulations;

+ Identifying and leveraging financing mechanisms; and
 Undertaking housing-related strategic planning.

Naperville Housing Needs Assessment

The programs, policies and strategies outlined on pages 60-70 range from action
steps that are immediately feasible to those that, with more complex
implementation, may require longer-term efforts.



1. NAPERVILLE TODAY

Key characteristics regarding Naperville's population, household,
workforce and housing characteristics.



Historic & Current Population (1950 Through 2017)

1.1 Population/Household Characteristics

Naperville has experienced significant growth historically, HISTORIC POPULATION GROWTH

particularly from 1980 to 2000, when the City's population 142 388 146,431
tripled. Historic growth was driven, in large part, by the 146 43 1 :
ilability of developable land for residential h 4
availability o devg opable ahd or residential uses and the Napenville population, 2017
growth of Naperville as a major employment center. The

current population of Naperville exceeds 146,000.

In recent years, the City has become nearly built out, with

limited large-scale development-ready parcels available in

the City and adjacent unincorporated areas. This,

combined with the Great Recession of the late 2000s and

lingering regional impacts into the 2010s, has resulted in

slower growth rates over the last decade. 12,033

7,013 10-YEAR POPULATION GROWTH
84.4% 76.2% 86.9% 100.3% 50.4% 10.9% 2.8%

1950 1960 1970 1980 1990 2000 2000 '

Sources: U.S. Census Bureau, SB Friedman
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Key Population Characteristics
1.1 Population/Household Characteristics

Much of Naperville’s population reflects its status as a
suburban location attractive to families, with nearly 60%
of the population consisting of adults in the family years
(age 35-54) and children under age 19.

However, the population is also aging. The median age is

38.7, which is older than the median age of the U.S.
Census Bureau-defined Chicago-Naperville-Arlington
Heights Metropolitan Division!" (36.9).

Furthermore, between 2010 and 2017, the median age in
Naperville increased from 37.9 to 38.7. The share of the
population age 55+ (empty nesters and seniors)
increased from 20% to 25%, with decreases in adults in
the family years (age 35-54) and children under age 19.

[1] The Chicago-Naperville-Arlington Heights Metropolitan Division is defined by the
U.S. Census Bureau as DuPage County, Will County, Cook County, and McHenry
County.

Naperville Housing Needs Assessment

TOTAL POPULATION BY AGE - 2010

Under Age 19 Age 20-34 Age 35-54 Age 55-74 Age 75+
31.2% 15.2% 33.6% 16.1% 3.9%
CHILDREN YOUNG WORKING ADULTS & EMZ‘TJONUESLERS SENIORS
AT HOME PROFESSIONALS FAMILY YEARS
SENIORS
Under Age 19 Age 20-34 Age 35-54 Age 55-74 Age 75+
28.5% 16.6% 30.3% 20.1% 4.5%

TOTAL POPULATION BY AGE - 2017

37.9

38.7 36.9

Sources: U.S. Census, SB Friedman
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Key Population Characteristics
1.1 Population/Household Characteristics

Approximately 73% of the population identifies as white,
with the next largest racial group being Asian (18%).
Approximately 6% of the population identifies as
Hispanic. Foreign-born residents represent 18.9% of the
population, which is a percentage over twice as high as
the Metro Division.

+4,500 people in Naperville (3.0% of the population) are
veterans. Of the total veteran population, 59% are age
65+, 23% live with a physical or cognitive disability, and
1.6% live below the poverty line.

+9,400 people in Naperville (6.5% of the population)
have a physical or cognitive disability. Of the total
population with disabilities, 43% are age 65+, and 15%
live below the poverty line.

The population with disabilities by age and subarea is
presented on the following page.

Naperville Housing Needs Assessment

TOTAL POPULATION BY RACE

5.7%

3.0%

Sources: U.S. Census Bureau,

SB Friedman

18.9%

6.5%

Black

5.0%

Asian
17.9%

Other
4.1%
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Population with Disabilities
1.1 Population/Household Characteristics

POPULATION WITH A DISABILITY BY SUBAREA, 2017 [11i2]

549

354

98
44

[ |
Subarea 1

36%

562

283

2 45

Subarea 2

28%

229 240

gp 102

Subarea 3

24%

439

60

Subarea 4

m Under Age 18

23%

741

109

Subarea 5

18 to 34 Years

15%

SHARE OF POPULATION WITH A DISABILITY BELOW POVERTY, 2017 (1!

570

Subarea 6

m 35 to 64 Years

12%

227
175
97
20

Subarea 7

M 65 Years or Older

10%

284
196

54
[

Subarea 8

25

9%

765

629

236
159

Subarea 9

6%

0o 11

Subarea 10

4%

[1] The share of population with a disability below poverty and the count of population with a disability are calculated from different universes and therefore, one should not be multiplied by the other to generate counts of the

population with a disability below poverty.
[2] Subareas were built from Census tract boundaries and do not precisely align with City boundaries. Some areas outside of City boundaries are included while some areas within City boundaries are not included. For this reason,

the sum of population represented in this chart will not match City totals for population with a disability.
Source: U.S. Census Bureau, SB Friedman
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Current Households by Age & Income

1.1 Population/Household Characteristics

There are over 51,000 households in Naperville. A breakdown of
households by age and income cohort is presented to the right.
Households are predominantly in the 35-54 (family years) and 55-74
(empty nester and young seniors) age cohorts and earn more than
$100,000 per year.

Approximately 46% of senior households (age 75+) have incomes of
$50,000 or less.

The average household size of 2.80 reflects the large percentage of the
population being in the family years with children at home. For
comparison, the average household size for the Metro Division is 2.63.

The median household income is approximately $114,000, approximately
75% higher than that of the Metro Division overall ($65,322). However,
there is a substantial differential in the median household income of
owner and renter households in the City. Owner households have a
median income of +$134,000, while renter households have a median
income of +$62,000. Median household incomes are presented spatially
on the following page. Overall, higher income census tracts are located
in the southern and eastern portions of the City.

Naperville Housing Needs Assessment

CURRENT HOUSEHOLDS BY AGE & INCOME
7,000

6,000

5,000

4,000
3,000
2,000
"

Under $35K $35K-50K $50K-75K $75-100K $100-150K $150-200K Over $200K

Source: Esri; SB Friedman E Under35 m35-54 m55-74 75+

51,272 2.80 38.7

Sources: U.S. Census Bureau, SB Friedman



Key Household Characteristics
1.1 Population/Household Characteristics

=2r

$114,014

Naperville overall median
household income, 2017 [1!
$65,322 in Metro Division

- Less than $75K
| $75Kto$100K
[ $100K to $125K
I Vore than $125K

1 Mile

Naperville Housing Needs Assessment

=2p

$134,316

Naperville owner-occupied median
household income, 2017 (1]
$85,690 in Metro Division

Less than $75K
(o) | $75K1t0$100K
[ $100K to $125K
I More than $125K

1 Mile

=2p

$61,745

Naperville renter-occupied median

household income, 2017 (1!
$39,991 in Metro Division

B Less than $75K
(s6) [ $75Kto $100K

- e [ $100K to $125K
- More than $125K
[ insufficient Data

=
1 Mile

Sources: U.S. Census Bureau, SB Friedman
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Lower-Income Households by Age & Race
1.1 Population/Household Characteristics

A demographic profile of lower income households (annual income below $50,000) by subarea is presented below. Of the lower income households, there is a relatively even
split amongst age cohorts (age 25+) overall. Lower-income households are largely white overall.

% of HH with LOWER-INCOME HOUSEHOLDS BY LOWER-INCOME HOUSEHOLDS BY
3'5“:‘.’)'3& AGE OF HOUSEHOLDER RACE OF HOUSEHOLDER % HISPANIC
swarca2 o 2o [ Subarea 2

sbarea1o  rox 2+ [ Subarea 10 P o
sbareat  7sx > [ Subarea 1
swarca? s 15 ] Subarea
Subarea 5 80% <1% I Subarea 5 17% 2% (1% 1%
NAPERVILLE go% 1% [l 7% 7% NAPERVILLE 1%
Subarea 3 81% 1% . Subarea 3 17% <1% m\ <1% 2%
Subarea 6 82% 1% [} Subarea 6 b33 1%
Subarea 4 84% 1% I Subarea 4 13% 1% m\ 1% 1%
Subarea 8 85% 0% Subarea 8 13% 1% 1% <1%
Subarea 9 90% 0% Subarea 9 % 1% m\ <1% <1%

. Under 25 Years 25 to 44 Years . White Black or African-American
. 45 to 64 Years . 65 Years and Over . Asian . Other

Sources: U.S. Census Bureau, SB Friedman
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Current Housing Preferences by Age & Income
1.1 Population/Household Characteristics

Housing preferences of the existing population
vary based on the age and income of the
householder. Current housing preferences in
Naperville by age and income cohort are
presented to the right.

Most householders under age 34 are renters, while
householders in the family and empty nester years
are predominantly owners. While seniors are also
primarily owners, the percent of renters is higher as
seniors seek other housing arrangements as they
age.

From an income perspective, as householders earn
higher incomes, home ownership also increases.

Naperville Housing Needs Assessment

CURRENT HOUSING PREFERENCES BY AGE

Under 34

OO

= Own = Rent

35-54

55-74

CURRENT HOUSING PREFERENCES BY INCOME

Under $35K

$35-50K

$50-75K

75+

$75-100K

$100-150K

$150K +

0O0O6LH9O9O

= Own = Rent

Sources: Esri, SB Friedman
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Current & Historic Employment
1.2 Workforce Characteristics

Approximately 80,500 people are employed in Naperville. The Professional and
Business Service sector contains the most jobs in Naperville and experienced the
largest absolute job gains from 2002 to 2017 (+8,900 jobs). Major sectors include
Professional, Scientific, and Technical Services and Finance and Insurance.

Healthcare has grown the most on a percentage basis, nearly doubling over the time
period (+6,000 jobs).

Construction/Other was the only sector which lost significant jobs in Naperville over
this period, primarily reflecting job losses in the construction field.

Naperville's employment growth rate of 33% over this time period (1.9% annual
growth rate) is also more rapid than the region overall and DuPage County.

Naperville Housing Needs Assessment

NAPERVILLE EMPLOYMENT COMPOSITION, 2002 AND 2017
__ Construction /

Manufacturing; 3% Other; 4% Manufacturing; 2%
T/U/WL]; 7% Construction / T/U/W[1]; 7%
, Other; 2% Government

Government

d Education: 10% and Education; 11%
and Education; 10%

Healthcare; 11% Healthcare; 16%

Retail; 24% Retail; 21%

Professional and
Business Service;
41%

Professional and
Business Service;
40%

60,400

Naperville Jobs, 2002

80,500

Napenville Jobs, 2017

2002 2017

[1] Primarily construction employment

[2] Transportation and Warehousing, Utilities, Wholesale Trade

Source: Bureau of Labor Statistics Occupational Employment Statistics (BLS OES); Longitudinal Employer-
Household Dynamics (LEHD); SB Friedman
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Estimated Wages

1.2 Workforce Characteristics

SB Friedman estimated wages for jobs in Naperville using average wages for the employment base, has an estimated wage of $66,000 per year. Retail jobs, which are
Chicago region by industry, weighted to Naperville's jobs mix. Professional and shrinking as a share of Naperville’s total jobs, have the lowest estimated wage in
Business Service jobs, which made up 41% of jobs in 2017, have an estimated annual ~ Naperville at $34,000.

wage of $78,000. Healthcare, the most rapidly growing segment of Naperville's

ESTIMATED ANNUAL WAGE (CHICAGO REGION), 2017

Professional and
Business Service

$78,000

Construction /

. $70,000

Healthcare Y KILI]

Government
and Education

$57,000
AVAUNI $41,000
Manufacturing ECXF#ILID]

U $34,000

[1] Transportation and Warehousing, Utilities, Wholesale Trade
Source: Bureau of Labor Statistics Occupational Employment Statistics (BLS OES); Longitudinal Employer-Household Dynamics (LEHD); SB Friedman
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Commuting Patterns
1.2 Workforce Characteristics

Workers are predominantly commuting into Naperville. Of the total number of
workers, 85% (68,490 workers) live outside Naperville, primarily in surrounding
communities. The remaining 15% of the workforce lives in Naperville (12,014
workers). Similarly, a survey of City government employees in 2018 revealed that
80.6% commute from outside of Naperville. Approximately 83% of Naperville

residents (57,729 workers) are commuting elsewhere to work. Areas with enhanced
transportation access (via freeway or train) appear to be the most common
employment destinations. Over 11,000 residents work in Chicago (16% of employed
residents). Overall, Naperville residents who commute elsewhere are generally
working in higher wage professions than workers commuting into Naperville.

: {757
— | -

&

a

52

68,490 12,014 57,729

Workers live outside Naperville Naperville residents also Residents of Naperville
and commute in to work work in Naperville commute elsewhere to work

Source: LEHD; SB Friedman
Naperville Housing Needs Assessment
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Median Housing Age & Occupancy

1.3 Housing Characteristics

There are approximately 54,000 housing units in Naperville. The age and character of
the housing stock is reflective of the City’s major periods of growth (from 1980 to
2000). Overall, the median year built is 1988, though the age of the housing stock
varies throughout the City. In the neighborhoods closest to downtown Naperville, the
median year built is 1976, while the median year built in the southwest portions of the
City is 1997.

Overall, housing occupancy is Naperville is 96%, which is indicative of a strong

housing market.
MEDIAN YEAR BUILT BY SUBAREA, 2017 []

Subarea 7

Subarea 9
NAPERVILLE 1)
Subareal RE:)1:]
Subaread )1
Subarea8 L4
Subarea2 L]
Subarea6 WYL
Subarea 3 1976
Subarea5 EY(
Subarea 10 (!

[1] Subarea values are averages of median year built for constituent tracts weighted by counts of all housing units
by tract, presented by year.
Source: U.S. Census Bureau, SB Friedman

Naperville Housing Needs Assessment

MEDIAN HOUSING AGE
A
N

Sources: U.S. Census Bureau, Esri, SB Friedman

[ Before 1970
777 1970 t0 1980
| 1980101990
After 1990
- Insufficient Data

il
il

1 Mile
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Housing Typology

1.3 Housing Characteristics

Approximately 63% of housing units in Naperville are single-family detached.
However, the proportion of single-family homes varies throughout the City. Areas
generally north and west tend to have higher shares of multifamily or attached
single-family while areas to the south and east tend to have higher shares of
detached single-family. At the extremes, over 50% of units in Subareas 1and 2, are in
multifamily buildings, while in Subareas 8 and 9 multifamily constitutes less than 5%
of units. Overall, the mix of housing is consistent with DuPage County and is more
diverse than Will County.

HOUSING TYPOLOGY BY SUBAREA, 2017

Subarea8 | 92% <1%
Subarea9 | 89% <1%
Subarea5 | 80% 0%
Subarea6 [i72% 10%  17% | <1%

Subarea10 = 65% 7% 28% 0%

Subarea3 | 64% 10% 25% 0%

NAPERVILLE = 63% 12% 25% <1%
Subarea4 | 55% 21% 24% 0%

Subarea7 | 47% 32% 21% | <1%

Subarea2 | 41% 7% 53% |<1%

Subareal | 23% 19% 58% 0%

Share Single-Family, Detached ® Share Single-Family, Attached = Share Multifamily = Share Other

Sources: U.S. Census Bureau, SB Friedman

Naperville Housing Needs Assessment

SHARE OF SINGLE-FAMILY, DETACHED HOMES BY SUBAREA

A Share of Housing Units in
N Single-Family, Detached Homes

| Lessthan 25%
25% to 50%
50% to 75%
More than 75%

@ ©)
6
‘/‘T/f
7~ 8
1
.
Sources: U.S. Census Bureau, Esri, SB Friedman 1 Mile
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Housing Tenure
1.3 Housing Characteristics

Citywide, approximately 75% of occupied housing units are owner-occupied, while HOUSING TENURE BY SUBAREA, 2017

the remaining 25% are renter-occupied. The pattern of housing tenure is similar to A Share Owner-Occupied
1 H H H N @ Less than 45%

the density pattern noted above — lower-rates of home-ownership generally coincide ——

with higher shares of multifamily buildings. Therefore, areas in the north and west of I 0% to 80%

the City tend to have higher rates of renter-occupied units while areas to the south I v s

and east tend to have higher rates of owner-occupied units.

The overall ratio of owner-to-renter housing is consistent with rates in DuPage
County, but reflects a higher share of renter-occupancy than in Will County.

HOUSING TENURE BY SUBAREA, 2017
Subarea 8 Y&

Subarea 9
Subarea 6
Subarea 5
NAPERVILLE
Subarea 4
Subarea 3
Subarea 10
Subarea 7 55
Subarea 2
Subarea 1
—
m Share Owner-Occupied m Share Renter-Occupied Sources: U.S. Census Bureau, Esri, SB Friedman 1 Mile

Sources: U.S. Census Bureau, SB Friedman
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Median Home Values
1.3 Housing Characteristics

Naperville's median home value is approximately $398,500 according to the Census.
Under U.S. Department of Housing and Urban Development (HUD) standards,
housing is considered affordable if up to 30% of income is attributed to housing
costs. Median Naperville home values are therefore affordable to households earning
approximately $100,000 per year!",

Areas east of downtown (Subareas 3 and 5) and along the City's southern edge
(Subareas 8 and 9) generally have home values higher than the City overall —
following to some degree the pattern of new home construction described later.

MEDIAN HOME VALUE BY SUBAREA, 2017 2]

Subarea9 Y LLHOII]
Subarea5 Y ELHONI]
Subarea3 Y YLHI]I)
Subarea8 YA LNNITI]
NAPERVILLE $398,500
Subarea 10 BECEFLINN]
Subarea4 EXF{K ]I}
Subarea7 XY LHI]I]
Subarea 6 XTI

Subarea 2

Subarea 1 $260.000

[1] For an explanation of how gross owner-occupied monthly housing costs were estimated, please see Appendix.

[2] Subarea values are averages of median home values for constituent tracts weighted by counts of owner-
occupied housing units by tract. Subarea values rounded to the nearest $5,000.
Source: SB Friedman; U.S. Census Bureau
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MEDIAN HOME VALUE BY SUBAREA, 2017

A Median Home Value

N Less than $250K

| $250Kto $350K
~ [ $350K to $450K
g \ I \ \~
= ]
6 ‘

[ More than $450K
.
29 y

Sources: U.S. Census Bureau, Esri, SB Friedman 1 Mile
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Recent Home Sales Activity
1.3 Housing Characteristics

Census-reported home values are largely consistent with recent single-family home After declining in the wake of the Great Recession, both sales volume and prices
transactions as identified through the Multiple Listing Service (MLS). In 2019, the have risen. While prices appear to be continuing to increase, 2019 data appears to
average sales price in MLS data for the City was $405,000, which would again be indicate a slight decline in transactions after several years of essentially unchanged
affordable to a household earning approximately $100,000. MLS data also indicated transaction levels.

that recent pace of sales has been relatively stable, with around 7% of the owner-
occupied housing stock transacting annually.

SALE PRICE AND VOLUME BY YEAR, 2010 T0 2019

$410,000 ALL SINGLE FAMILY ATTACHED AND DETACHED SALES $405,000 3,000

2,655 2,654 2,669

$400,000

2,312 2,500
2,006 2,020
$390,000 $385,000 2,000
1,696

$380,000 1,285 1,500
$370,000 1,000
$360,000 500
$350,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: MLS via Midwest Real Estate Data; SB Friedman Transaction Count b= Average Sale Price
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Recent Single-Family Development Activity

1.3 Housing Characteristics

Recent single-family home development has clustered near downtown Naperville and
in the remaining greenfield areas of the City — primarily along the City’'s edges in the
southwest and northwest.

Naperville has averaged approximately 280 new construction permits per year since
2013. The household income needed to purchase one of these new units, assuming
30% of income is attributed to housing costs, has historically been around $170,000.
Key informants indicated that high land costs are driving the higher price points for
new construction single-family homes.

Gorii e || Avermee Vel @l Estimated Home Estimated . Min. Affordable

Year | ot bormits SF Permit Value. Based on | Monthly Housing Household
Permit Value Cost @ Income
2013 205 $425,000 $706,000 $4,200 $168,000
2014 324 $346,000 $575,000 $3,500 $140,000
2015 267 $355,000 $590,000 $3,600 $144,000
2016 312 $657,000 $1,091,000 $6,500 $260,000
2017 323 $411,000 $683,000 $4,100 $164,000
2018 250 $368,000 $611,000 $3,700 $148,000
2019 B! 108 $409,000 $679,000 $4,100 $164,000

[1] For permits which included value; rounded to nearest $1,000

[2] See Appendix for housing cost assumptions; rounded to nearest $100

[3] Through September 2019

Source: City of Naperville; DuPage County (Clerk, Treasurer); Federal Reserve Bank of St. Louis; National Association
of Homebuilders; National Association of Realtors; SB Friedman; U.S. Energy Information Administration

Naperville Housing Needs Assessment

SINGLE-FAMILY NEW CONSTRUCTION PERMITS, 2013-2019

ﬁ Single-Family Permits

Sources: City of Naperville, Esri, SB Friedman 1 Mile
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Recent Single-Family Tear Down Activity
1.3 Housing Characteristics

Recent single-family home construction in the neighborhoods surrounding DEMOLITION PERMITS, 2013-2019

downtown Naperville has typically been associated with the demolition of existing
smaller and lower-cost units that may have historically served entry-level
homeowners. At least 360 permits have been issued for demolition of single-family
homes since 2013, averaging nearly 55 units per year. Approximately 20% of single-
family construction permits appear to be accompanied by a demolition permit.

ﬁ e Demolition Permit

Key informants indicated that these teardowns are contributing to affordability
challenges and is further constraining the supply of entry-level and lower cost
housing.

SINGLE-FAMILY DEMOLITION PERMITS BY YEAR

65
53
I 48
2013 2014 2015 2016 2017 2018 2019 (1] )
——
[1] Through September 2019 Sources: City of Naperville, Esri, SB Friedman 1 Mile

34

Source: City of Naperville; SB Friedman
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Median Gross Rent
1.3 Housing Characteristics

Per the Census, Naperville's median gross rent is $1,415, which would be affordable to
a household earning approximately $57,000[". These rents are consistent with data
available through CoStar for multifamily product in Naperville. Subareas in the
south/southwest and northeast have median gross rents higher than the City overall
while subareas in the northwest and east have lower median gross rents.

MEDIAN GROSS RENT BY SUBAREA, 2017 [2]

Subarea 9 $2,000
Subarea 7 $1,690
Subarea 4
Subarea 3 $1,500
Subarea 8 $1,480
NAPERVILLE Y RN
Subarea 1 $1,410
Subarea 6 YWY
Subarea 10 Y WPII]
Subarea5 Y1)
Subarea2 QEEYWLT]

[1] Assuming a household paid monthly rent of $1,415 and devoted no more than 30% of their income to rent.
[2] Subarea values are averages of median gross rents for constituent tracts weighted by counts of renter-
occupied housing units by tract. Subarea values rounded to the nearest $10.

Source: SB Friedman; U.S. Census Bureau
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MEDIAN GROSS RENT BY SUBAREA

A Median Monthly Gross Rent
N V! Insufficient Data
Less than $1200
[ $1200to $1500
I $1500 to $2000
I Vore than $2000

Sources: U.S. Census Bureau, Esri, SB Friedman 1 Mile



Existing Market-Rate Multifamily

1.3 Housing Characteristics

Naperville contains +8,750 multifamily units in buildings with 4+ units and that are
tracked by CoStar. As noted earlier, many of the multifamily properties are in the
northern and western portions of the City.

Apartments are predominantly 1- and 2-bedroom units with few family-sized units
(3+ bedrooms). Existing product is generally older with an average age of 30+. Since
2013, average rents have increased amid generally steady vacancy. Multifamily
vacancy is currently 5.6%, which is relatively low, in particular for older product.

Key informants indicated that older multifamily product frequently serves as
naturally-occurring affordable housing.

$1,432

o

$1,411 $1,411

AVERAGE RENT PER UNIT &
ANNUAL VACANCY RATE

$1,318

$1,376

$1,211
7.4% 1% e ———
6.1% 6.0% 6.0% 5.6%
2013 2014 2015 2016 2017 2018 2019 YTD
CURRENT UNIT MIX

St 1-Bed, 44% 2-Bed, 52% l+, 3%

Source: CoStar; SB Friedman
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MARKET-RATE MULTIFAMILY PROPERTIES

A
N o

ST

. @
@ ’dj R
o.-_o..'--
’..Gﬂ. .¢P
g
. J
. I\
@ n =

Sources: CoStar, Esri, SB Friedman

Number of Units
* Less than 50
® 51to100
® 101to200
@ More than 200

——

1 Mile
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Recent Multifamily Development Activity

1.3 Housing Characteristics

Unlike the distribution of existing market rate multifamily, which is clustered toward

the City's northwest, recently completed and proposed multifamily projects are
located near downtown Naperville and in the City's southwest. New units were
delivered in 2014 (298 units) and 2018 (107).

Newer multifamily product is typically luxury and caters to younger, and higher-
income households. New units tend to have higher asking rents than the market
overall and a slightly higher share of family-sized units. Vacancy for new product is
somewhat high, given that several projects delivered in 2018 are still in lease-up. This

product is leasing at approximately a 25% premium to the overall supply.

Naperville Multifamily Naperville Multifamily
Built Since 2010 All Units ™

Number of Units 405 8,742
Vacancy 9.2% 5.6%
Average Rent $1,774 $1,432

Share Family-Sized Units ! 9% 3%
[1] Buildings of 4 or more units; The smallest building built since 2010 has 8 units.
(2]

[3] Units of 3 bedrooms or more

Source: CoStar; SB Friedman

Naperville Housing Needs Assessment

Includes 3 buildings built in 2018 which are still leasing up and one building built in 2014 with 8.1% vacancy.

RECENT MULTIFAMILY DEVELOPMENT ACTIVITY

Number of Units,
Proposed and Under Construction
* Lessthan 50
¢ 51to100
@ 101to 200
@ More than 200

A
N

Number of Units,
Built since 2010

¢ Lessthan 50
® 51to 100

@® 101to200
@ More than 200

Sources: CoStar, Esri, SB Friedman 1 Mile
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Existing Senior Housing
1.3 Housing Characteristics

There are approximately 2,400 senior housing units in Naperville. Most of the existing SENIOR MUTIFAMILY PROPERTIES

product is nursing care (NC) facilities that are on average 25 years old. Recent 4 D Number of Units
56 ¢ Lessthan 40
construction has been only independent living (IL) and assisted living/memory care J o 4110100
(AL/MC) facilities. Like market-rate multifamily properties, many of these facilities are ‘ o
located in northwest Naperville, with fewer facilities to the south and east. I:: I ST
L
: o : : o a 1
Constrained supply appears to be limiting options for seniors who want to remain in 5;7
the City. This was confirmed by key informants. The market has responded through |t . U
the construction of age-restricted, active adult communities. However, this product is = ®
again largely luxury and catering primarily to higher-income households. GFJ ¢ o
‘ 52)
iy o7
Property Count . ﬂ
. a
Unit Count 622 614 1130 2,366 9
= P _ S o
Share of Total 26% 26% 48% 100% n -
. (o) O
Average Year Built 1999 2006 1985 1994 ‘[Jt:]
Source: National Investment Center, SB Friedman 0; ‘
-
[~ ]
; - ©
—
Source: National Investment Center, Esri, SB Friedman 1 Mile
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Existing Income-Restricted Multifamily

1.3 Housing Characteristics

Based on data from HUD and IHDA, Naperville contains approximately 550 income-
restricted units in 7 affordable properties. This accounts for only 4% of the City's

overall rental housing stock. Nearly all of these units are in the 4 projects outlined
below. Income-restricted housing developments are typically constructed by non-profit
developers with financial assistance available through federal programs, and may
receive ongoing rental support through HUD. Operators indicated that existing
facilities have multiyear waiting lists.

Martin Avenue Ogden Manor Charles Court Countrywood
Apartments Apartments

122 (+68 under

Uit o construction)

Bedroom Types Studio, 1BR, 2BR 1BR, 2BR, 3BR 1BR, 2BR 1BR, 2BR
Public Support [1 PBV, LIHTC PBV, LIHTC PBV LIHTC

Population Served seniors, Family, Seniors, Seniors Family

Special Needs Special Needs

[1] LIHTC: Low-Income Housing Tax Credits; PBV: project-based vouchers that provide ongoing rental assistance
Sources: Affordable Housing Online; lllinois Housing Development Authority (IHDA); SB Friedman

Naperville Housing Needs Assessment

INCOME-RESTRICTED MULTIFAMILY PROPERTIES

N @ i

r *sz

“He #"

—pe s

1 J

— - [~}
] =
(o) O
Tl
.
% ©
1]
-
Sources: lllinois Housing Development Authority, U.S. Department of Housing and Urban 1 Mile
Development, Esri, SB Friedman

Number of Units
* Less than 50
® 51to100
® 101to200
@ More than 200

: &g] o) G
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Existing Income-Restricted Multifamily
1.3 Housing Characteristics

Housing choice vouchers (HCV) also provide rental subsidies for lower-income
residents and can be used for market-rate units. Voucher holders are a protected
class in Naperville. However, it is difficult to quantify through publicly available
sources the number of HCV currently utilized in Naperville.

In addition to larger facilities, there are scattered-site projects/programs in
Naperville focused on seniors, people with special needs, and homeless populations
or those at the risk of homelessness.

The market appears unable to address a lack of affordability on its own, likely
requiring intervention by the public sector. The need for affordable housing was
expressed by many stakeholders and appears to be a high priority in the City today.

Naperville Housing Needs Assessment
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Owner-Occupied Naturally-Occurring Affordable Housing

1.3 Housing Characteristics

SB Friedman quantified the universe of owner-occupied naturally occurring
affordable and attainable housing (NOAH) in Naperville through an analysis of
home sales available through MLS (2010-2019, adjusted to 2019 dollars).

SB Friedman evaluated NOAH at two affordability levels using IHDA-defined gross
rent limits for the Chicago region, which includes DuPage and Will Counties:

1. Gross monthly housing costs at or below the 80% gross rent limit. At this
affordability level, homes would be affordable to low-income households
earning approximately $71,000 for a family of 4; and

2. Gross monthly housing costs at or below the 120% gross rent limit. At this
affordability level, homes would be attainable to households earning
approximately $107,000 for a family of 4.

Naperville Housing Needs Assessment

80% GROSS RENT LIMIT

SB Friedman estimates that approximately 27% of sale transactions in Naperville
from 2010 to 2019 represented NOAH units at the 80% affordability level. NOAH
transactions were primarily older and/or attached units. There were no estimated
NOAH transactions on detached housing built since 2001 in Naperville. Applying the
rates of NOAH transactions by unit bedroom count to Naperville's housing mix,

SB Friedman estimates that approximately 21% of Naperville's owner-occupied
housing could be considered NOAH.

120% GROSS RENT LIMIT

SB Friedman applied the same methodology to households at the 120% affordability
level. While a far greater share of units are considered NOAH at this income level
(66%), there is still almost no newer detached housing in the NOAH range. Rather,
most NOAH units are in older detached single-family homes.
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Owner-Occupied Naturally-Occurring Affordable Housing

1.3 Housing Characteristics

COMPOSITION OF OBSERVED, ESTIMATED
80% NOAH TRANSACTIONS, 2010 T0 2019

Detached, Pre-2001;
8%

ESTIMATED NOAH
UNITS at 80%

Detached,
2001 or
Later; 0%

NOAH: 21%
NOAH; 27%

2001 or
Later; 2%

Detached, Pre-2001;
52%

Non-NOAH; 79%

Non-NOAH; 73%

Attached, Pre-2001; 6%

Attached, 2001 or
Later; 7%

Source: DuPage County (Clerk, Treasurer); Federal Reserve Bank of St. Louis; IHDA; MLS via
Midwest Real Estate Data; National Association of Realtors; SB Friedman ; U.S. Census Bureau; U.S.
Energy Information Administration
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|—
Attached,

COMPOSITION OF OBSERVED, ESTIMATED
120% NOAH TRANSACTIONS, 2010 T0 2019

ESTIMATED NOAH
UNITS AT 120%

Detached, Pre-2001;
40%

NOAH; 66%

NOAH; 70%

Detached, Pre-2001;
Non-NOAH; 19%
34% Non-NOAH; 30%

Source: DuPage County (Clerk, Treasurer); Federal Reserve Bank of St. Louis; IHDA; MLS via
Midwest Real Estate Data; National Association of Realtors; SB Friedman ; U.S. Census Bureau; U.S.
Energy Information Administration

.—
Detached,

2001 or
Later; 1%

Attached,
Pre-2001;
1%

e

Attached,
2001 or
Later; 2%
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Owner-Occupied Naturally-Occurring Affordable Housing

1.3 Housing Characteristics

NOAH transactions at the 80% affordability level were mapped to illustrate where
pockets of naturally occurring for-sale housing exist. These transactions are spread
throughout the City and in adjacent unincorporated areas.

The distribution likely reflects the pattern of older housing stock, which was observed
to more likely be NOAH. Areas of concentration may reflect historic developments
with more affordable price points, and which have maintained their affordability.

Naperville Housing Needs Assessment

ESTIMATED OWNER-OCCUPIED 80% NOAH TRANSACTIONS

Estimated NOAH
ﬁ = Transaction

City of Naperville
Low-Moderate
Income Areas by
Census Block
Group

—

-
I

Source: City of Naperville; DuPage County (Clerk, Treasurer); Federal Reserve Bank of St. Louis; Mile
IHDA; MLS via Midwest Real Estate Data; National Association of Realtors; SB Friedman ; U.S.
Census Bureau; U.S. Energy Information Administration
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Renter-Occupied Naturally-Occurring Affordable Housing
1.3 Housing Characteristics

SB Friedman estimates that approximately 16% of rental units in Naperville are either RENTER-OCCUPIED NOAH PRODUCT

NOAH units[! affordable to residents at 60% of IHDA income limits (12%) or are A Number of NOAH Rental Units

N
income-restricted affordable housing (4%). The highest number of units are :s::so“
concentrated in northwest Naperville, with the lowest concentration in the northeast [ 15010250
and southern portions of the community. E—————— B e s e

ESTIMATED RENTER-OCCUPIED NOAH

City of Naperville By Subarea
Atfordable Units: 16% R 313
Income-Restricted Units: 4% Subarea 2 266
Subarea 5 221
Subarea 10 195
Subarea 6 186
Non-Affordable Units; Non-Affordable Units; Subarea 4 142
84% 84% Subarea 3 79
Subarea 7 69
Subarea 9 59
Subarea 8 35

[1] For this analysis, SB Friedman defined renter-occupied NOAH units as units with monthly rent (adjusted by
bedroom count) per U.S. Census figures at or below IHDA’s 2019 60% gross rent limit for the Chicago region which
includes DuPage and Will counties.

Source: IHDA; SB Friedman; U.S. Census Bureau; U.S. Dept. of Housing and Urban Development (HUD)
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Home Values & Rents Relative to Neighboring Communities
1.3 Housing Characteristics

Naperville has high housing prices relative to its neighboring communities. Its median home value exceeds that of neighboring communities and is more than $60,000
above values in the next highest-priced community. In terms of median gross rent, Naperville is also near the top of the list. While Plainfield is significantly higher and
Oswego slightly higher, those communities both have far fewer apartment units than Naperville and rental units are a much smaller share of the housing mix in those

communities.

NAPERVILLE
Lisle

Plainfield
DuPage County
Oswego

Will County
Bolingbrook
Warrenville

Aurora

MEDIAN HOME VALUE, 2017
$398,500

$296,800
$289,900

$216,400
$209,200
$204,500

$170,800

Sources: U.S. Census Bureau, SB Friedman
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Plainfield
Oswego
NAPERVILLE
Warrenville
Bolingbrook
Lisle

DuPage County
Aurora

Will County

MEDIAN GROSS RENT, 2017

$1,778
$1,427
$1,415
$1,410

$1,145
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Housing Affordability Analysis
1.4 Housing Affordability

Given the high median home values and rents, housing affordability appears to be a
challenge across several income cohorts. This was confirmed through key informant
interviews. SB Friedman evaluated housing affordability through two analyses:

1. Evaluating the number of households at each income cohort relative to the
supply of housing available to that cohort; and

2. Reviewing the number and spatial distribution of cost-burdened households, as
identified by the Census.

The results of these analyses are presented on the following pages. Separate
analyses were undertaken for owner- and renter-occupied housing.

Naperville Housing Needs Assessment
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Owner-Occupied Housing Affordability by Income Cohort
1.4 Housing Affordability

Presented below is the number of owner-occupied households at each income Many of these households may be long-time homeowners with declining incomes
cohort relative to the supply of housing available to that cohort. Income groups (e.g., seniors) who would be unable to purchase a home with current income levels.
labeled A are those where the number of households exceed the number of However, for supply to match demand (based on the incomes of households
occupied housing units affordable at that level. While group A-2 can occupy owning homes), over 3,000 lower-cost, owner-occupied units would be needed to
housing at lower affordability levels, group A-11is challenged by a lack of affordable achieve balance for current Naperville households with incomes below $50,000.

units available at their corresponding income level. These households are likely

spending more than 30% of total income on housing and are therefore considered Income groups labeled B are those where the number of occupied housing units

affordable at that level exceeds the number of households at that income level.
cost-burdened.

16,924

ESTIMATED OWNER-OCCUPIED HOUSING AFFORDABILITY (WITH MORTGAGE), 2017

CURRENT HOUSEHOLDS CURRENT HOUSING STOCK

15,135

A-1 B
8,661
5,080
3,696 4,155 3,981
2,098 2,202 1,802 1,991
948
71 338
B
Under $15,000 $15,000-34,999 $35,000-49,999 $50,000-74,999 $75,000-99,999 $100,000-149,999 $150,000 & Over
Sources: U.S. Census Bureau, SB Friedman i . .
= Owner Households at Income Cohort ® Occupied Owner Housing Stock Affordable at 30% of Gross Income with Mortgage

Naperville Housing Needs Assessment

40



Cost-Burdened Owner Households
1.4 Housing Affordability

- [1]
According to Census data, approximately 8,600 households (22% of all homeowners) COST-BURDENED OWNER HOUSEHOLDS BY SUBAREA

are housing cost burdened, meaning that housing costs exceed 30% of income. The A RIS ARG
share of households that are cost burdened generally ranges from 19% to 26% by Less than 20%
subarea, though 32% of households in Subarea 7 are cost-burdened. 88 B 20% to 25%
I 25% to 30%
1 2 I wore than 30%

COSTBURDENED HOMEOWNERS BY SUBAREA, 2017 1]
Subarea7 REEYAA
Subarea3 W1YA
Subareal WI:VA
Subarea2 WILVA
Subarea5 XA
Subarea9 XA
Subarea 10 ¥4
NAPERVILLE ¥4/}
Subarea 8 ¥5
Subarea 6 AN
Subarea4d REYA

33/

N

[1] Does not include homeowners with no or negative income, less than 1% of all owner-occupied households in Naperville. 1 Mile
Sources: U.S. Census Bureau, Esri, SB Friedman

Naperville Housing Needs Assessment
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Renter-Occupied Housing Affordability by Income Cohort
1.4 Housing Affordability

Presented below is the number of renter-occupied households at each income These households are likely spending more than 30% of total income on housing
cohort relative to the supply of rental units affordable to that cohort. Again, income and are therefore considered cost-burdened. Over 2,200 lower-cost, renter-
groups labeled A are those where the number of households exceed the number of occupied units would be needed to achieve balance for current Naperville
occupied housing units affordable at that level. While group A-2 can occupy households with incomes below $35,000.

housing at lower affordability levels; group A-1is challenged by a lack of affordable

. . . o Income groups labeled B are those where the number of occupied housing units
units available at their corresponding income level.

affordable at that level exceeds the number of households at that income level.

ESTIMATED RENTER-OCCUPIED HOUSING AFFORDABILITY, 2017 5,181
A-1 B A-2
3,573
2,258 2,218
1,936
1,127 1,139
767
Under $15,000 $15,000-34,999 $35,000-49,999 $50,000-74,999 $75,000-99,999 $100,000-149,999 $150,000 & Over
Sources: U.S. Census Bureau, SB Friedman
= Rental Households at Income Cohort u Occupied Rental Housing Stock Affordable at 30% of Gross Income
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Cost-Burdened Renter Households
1.4 Housing Affordability

- [1]
Approximately 5,200 households or 43% of all renter households in Naperville are COST-BURDENED RENTER HOUSEHOLDS BY SUBAREA

housing cost burdened, based on Census data. Cost-burdened renter households A Share of Renter Households
. . with Cost-Burden
appear to be spread throughout the City; however, rental product is largely Less than 20%
concentrated in the northern portion of the City. 88 20% to 25%
[ 25% to 30%
g1 2 I More than 30%

COSTBURDENED RENTERS BY SUBAREA, 2017 [l
Subarea 10 1Y
Subarea2 RY:VA
Subarea 8 RJIVA

& (3
6
Subarea 6 IV

NAPERVILLE EEIR
Subarea5 W:YAA
Subaread RAUA [ 59) 9

Subarea3 W:IIFA
Subareal RE{A
Subarea7 Y&
Subarea9 Y&

[1] Does not include renters with no or negative income or which pay no rent, approximately 5% of all renter-occupied households in Naperville. 1 Mile
Sources: U.S. Census Bureau, Esri, SB Friedman
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Cost-Burdened Households Overall
1.4 Housing Affordability

; 1
Overall, approximately 14,200 households or 27% of all households in Naperville are COST-BURDENED HOUSEHOLDS OVERALL BY SUBAREA I*l

housing cost burdened, based on Census data. Cost-burdened households appear to A i i

be concentrated in the northern portion of the City where there is the most rental Less than 20%

product. W 77 5%
[ 25% to 30%

I Vore than 30%

COSTBURDENED HOUSEHOLDS BY SUBAREA, 2017 [l

Subarea 10 i34

Subarea2 EELVA

Subarea7 REIVA

Subareal REEyAA

Subarea3 EE{I}A
NAPERVILLE [p¥p5

Subarea5 WA

Subarea 6 L3

Subarea4 Ly

Subarea9 XA

Subarea8 pX{A

[1] Does not include households with no or negative income or renters which pay no rent, approximately 2% of all households in Naperville. 1 Mile
Sources: U.S. Census Bureau, Esri, SB Friedman
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Other Affordability Challenges
1.4 Housing Affordability

In recent years, population growth has slowed, and the City has become nearly
built-out. The lack of additional developable land, combined with the desirability of
the community, is driving several housing-related issues, particularly in terms of
housing affordability and constrained supply at certain price points. Furthermore,
the lack of land has increased land pricing to a level where building new housing at
lower, more affordable price points may be infeasible without public intervention.

Key informants indicated that housing affordability challenges are impacting not
only lower-income households, but middle- and working-class households as well.
Households experiencing affordability challenges include:

* Seniors Looking to Downsize. Key informants confirmed that there is a limited
supply for seniors seeking to downsize from their single-family homes into
another housing product while maintaining or reducing current housing costs in
Naperville. These seniors are primarily seeking housing that is accessible (e.g.,
ranch home or first-floor master bedroom), smaller and in walkable locations.
Many seniors are remaining in their single-family homes due to the constrained
supply, which is limiting turnover and available inventory in the market.

Naperville Housing Needs Assessment

* Entry-Level Home Buyers. Interviews with stakeholders indicated that finding an
entry-level unit can be challenging for younger households. This is primarily due
to a limited supply of lower-cost single-family homes, which is being further
constrained by teardowns. While there are more affordable attached units
available for purchase, many appear to be dated and do not offer the
environment typically preferred by younger families in terms of walkability and
proximity to amenities.

* Workforce. Naperville workers similarly have limited options. Given that the
income required to purchase a Naperville home at the average sale price in 2019
was approximately $100,000, at least two household members with typical
Naperville incomes would be needed to purchase a house at an affordable level.
Even renting an apartment at the median rent level, typically understood to be a
more affordable option, would likely only be affordable to single-earners in
professions with higher incomes (e.g., Professional and Business Services or
Construction). Typical incomes in other industries appear to be insufficient to
afford an apartment at the median rent level.
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Other Unmet Housing Needs
1.5 Other Unmet Housing Needs

Key informants also indicated unmet housing needs for the following groups:

* Housing for People with Special Needs. Households with special needs are
challenged to find accessible or adaptable housing units near public
transportation and available resources. Interviewees suggested there are no City
requirements regarding universal design for new construction units, though
projects receiving CDBG funds must meet ADA-accessibility standards. Limitations
on the availability of affordable housing has also pushed service providers into
considering how to provide housing for targeted populations. Multiple service
providers indicated they would prefer to focus on service provision, while working
in conjunction with affordable housing professionals who could provide housing.

* Housing for the Homeless. Homeless populations or those at the risk of
homelessness are challenged to find short-term, transitional, and supportive
housing. There are several programs who own units in the City or whose
coverage area includes Naperville. However, key informants indicated the need
for additional resources and housing units to meet unmet needs.

* Housing for Veterans. Members of the Housing Advisory Commission indicated
that veterans are also challenged to find transitional and/or accessible/adaptable
units in Naperville.

Naperville Housing Needs Assessment
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2. NAPERVILLE IN THE FUTURE

Understanding the impact of population and employment growth and
changing housing preferences on Naperville.
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Long-Term Population Projections
2.1 Projected Trends

Despite limited undeveloped sites in Naperville and LONG-TERM POPULATION PROJECTIONS

adjacent unincorporated areas, the City is projected to grow 159,587 165,961
through at least 2050. However, growth is anticipated to 142 388 149,783
occur at a rate much lower than experienced previously in :

Naperville.

CMAP projects the City's population will grow to 168,200 by
2050, with an overall average annual growth rate of 0.4%
through 2050. Near-term, CMAP projects population to
grow, on average, 0.7% annually through 2024, as
compared to a 0.4% annual growth rate from 2000-2017.

CMAP population projections, relative to historic census
estimates, are presented to the right.

1950 1960 1970 1980 1990 2000 2010 2020 2030 2040

Source: U.S. Census Bureau, CMAP, SB Friedman ~ =====Census CMAP Projections
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168,206

2050
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Near-Term Projected Growth in Households by Age & Income
2.1 Projected Trends

: — PROJECTED CHANGE IN HOUSEHOLDS BY AGE & INCOME (2019-2024)
Demographers from Esri are projecting a lower near-term

annual growth rate of 0.4% from 2019 to 2024. Growth in 600
households by age and income cohort, as projected by Esri, 200
is presented to the right.
- — : : 200
In aggregate, Esri is projecting a shift related to the aging of I I I
the Naperville population, with a loss of households ages ; - —- el - —
35-54 and growth of older households. The cohort with the
greatest increase in households is age 55-75 with a (200)
household income over $200,000 per year. (400)
(600)
(800)
Under $35K $35K-50K $50K-75K $75-100K $100-150K $150-200K Over $200K
Source: Esri; SB Friedman m15-34 m35-54 m55-74 W75+
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Near-Term Projected Growth in Households by Age & Income

2.1 Projected Trends

Demographers from Esri are also projecting a near-term increase in owner-occupied home values and owner-occupied households by 2024, as presented below. This
indicates that affordability challenges and a constrained supply of rental product will likely continue without City intervention.

OWNER-OCCUPIED HOME VALUE, AS A PERCENT OF TOTAL

26.1%
26.0%25.5% 24.8% ¢ 25.0%
21.3%
14.0%
1.6%
6.6%

4.2% 4.0% 5.4%
| ——
Under $100K $100-200K $200-300K $300-400K $400-500K $500-750K $750K-1M

Source: Esri, SB Friedman m2019 = 2024
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1.9% 1.9%
[ .
Over $1M

OWNER-OCCUPIED VS RENTER-OCCUPIED,
AS A PERCENT OF TOTAL

75,89, 76:5% 17.7%
. (1]

24.2% 23.5% 22.3%

Owner Occupied Renter Occupied

m2010 ®=2019 =2024
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Housing Needs Forecast
2.2 Housing Needs Forecast

To evaluate the impact of population growth on the housing market, SB Friedman
prepared a housing needs forecast model.

The model incorporates population projections from CMAP, which allocates
regional demand to communities based on a number of socioeconomic factors.
However, it is important to note that given Naperville’s status as a nearly
landlocked community, to achieve the CMAP population projections, the City
would need to make a policy decision to increase residential density throughout
the City. After discussions with City staff, SB Friedman utilized slightly more
conservative population projections for the purposes of this analysis, which align
with the 0.4% annual growth rate experienced from 2010 to 2017 and Esri near-
term projections.

The model evaluates projected households by income cohort, relative to existing
housing affordable to that cohort (assuming 30% of gross income is spent on
housing). The identified gap between households and housing stock is indicative
of unmet future housing needs.

Unmet needs were identified for two time periods, as requested by the City:

« 2025 (projected population of 152,700); and
« 2040 (projected population of 162,500).

Naperville Housing Needs Assessment

LONG-TERM POPULATION PROJECTIONS
166,000
159,600

162,500

149,800
155,900

28,358

2000 2010 2020 2030 2040

e Census CMAP Projections

Source: CMAP, SB Friedman. Figures are rounded.

e Adjusted Projections

The results of the demand forecast for both rental and owner households are
presented on the following pages.
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Housing Needs by Renter Income Cohort
2.2 Housing Needs Forecast

Existing rental households with incomes below $35,000 are cost-burdened and renting at higher price points due to a constrained supply. By 2025 an additional 3,000 homes
appear to be required to meet the needs of existing and projected very low-income (incomes below $15,000) and low-income (incomes below $35,000) rental households.
That figure increases to 3,300 by 2040.

Given that these households are currently renting higher cost homes, there is a projected surplus of housing for those earning between $35,000 and $100,000. Should price-
appropriate homes be built for the lower income population, there would likely be available housing stock for middle-income households.

It appears there will be continued demand for rental households with incomes of $100,000 or more who may be seeking higher-end rental options than what are currently
available.

5,181

RENTAL HOUSING NEEDS FORECAST

Sources: Envision Tomorrow, SB Friedman

2025 PROJECTED HOUSEHOLDS
2040 PROJECTED HOUSEHOLDS
CURRENT HOUSING STOCK

3,573

2,825

2,616

1,936
1,111 1,199

361 389 og

Under $15,000 $15,000-34,999 $35,000-49,999 $50,000-74,999 $75,000-99,999 $100,000-149,999 $150,000+

H Projected Households at Income Cohort (2025) H Projected Households at Income Cohort (2040) ® Occupied Rental Stock Affordable at 30% of Gross Income (2017)
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Housing Needs by Owner Income Cohort
2.2 Housing Needs Forecast

For owner households, there is projected to be an additional 2,200 owner households earning less than $50,000 annually that will be cost-burdened by 2025 and 3,200 by
2040. This unmet need reflects in part that there are some homeowners who had higher incomes at the time their homes were purchased but could not afford to purchase a
new home today regardless of price point. Households with very low incomes often cannot afford to purchase homes in any market, given the need for a down payment,
ability to secure a mortgage and need to cover ongoing and often unexpected housing maintenance. Certain households may be interested in shifting to rental product that
could reduce some of the burdens of homeownership for households with fixed or unreliable incomes. However, there may be an opportunity for the City to support
development or preservation of NOAH units affordable to lower-income households, particularly at the $35,000-49,999 cohort.

While there appears to be a surplus of homes affordable to incomes between $50,000 and $100,000, both lower- and higher-income households are occupying homes at
these price points. There continues to be housing demand for owner households with incomes of $100,000 or more; however, these households frequently pay less than 30%
of gross income on housing. Furthermore, the market appears to be responding to demand at price points affordable to this income cohort.

17,592
16,295

OWNER HOUSING NEEDS FORECAST 15,699

Sources: Envision Tomorrow, SB Friedman

2025 PROJECTED HOUSEHOLDS
2040 PROJECTED HOUSEHOLDS
CURRENT HOUSING STOCK

7,337
5,974 6,449 5,971 6,446
4,791 5,173 5,049
4,005
2,244 2,423 2,050
955 1,031 445
...
Under $15,000 $15,000-34,999 $35,000-49,999 $50,000-74,999 $75,000-99,999 $100,000-149,999 $150,000+
H Projected Households at Income Cohort (2025) H Projected Households at Income Cohort (2040) ® Occupied Owner Stock Affordable at 30% of Gross Income (2017)
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Housing Needs from Workforce Balance & Growth
2.2 Housing Needs Forecast

It is also important to ensure that appropriate housing stock is available and affordable to Naperville workers who wish to live closer to their workplace. As discussed
previously, only 14.9% of the 83,000 Naperville workers also live in the City. By 2027, it is projected that Naperville will add an additional 4,000 jobs, as presented below.
Much of the growth is anticipated to occur in Professional and Business Services and Healthcare where the average salaries are $78,000 and $66,000 respectively. These
incomes could support monthly housing costs ranging from $1,650-1,950.

54,200 71,900 75,900

Naperville Jobs, 2002 [1! Naperville Jobs, 2017 1] Naperville Jobs, 2027 (est.) [1]
Sector Total Number Projected Jobs Added, Estimated nggféaLlirlreﬁ:-lf:l:sxonégz
of Jobs, 2027 2017-2027 Annual Wage el

Retail 17,300 500 $34,000 $850
Healthcare 13,500 1,100 $66,000 $1,650
Construction / Other 2,000 200 $70,000 $1,750
Professional and Business Service 35,400 2,000 $78,000 $1,950
Manufacturing 1,700 (100) $37,000 $925
Transportation/Utilities/Wholesale Trade 5,500 200 $41,000 $1,025

[1] Non-government employment Source: BLS OES; LEHD; Moody's; SB Friedman

[2] 2017 dollars.
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Future Housing Preferences
2.2 Housing Needs Forecast

A constrained supply of land available for residential development is likely to impact
the type of new product that can be built in Naperville going forward. Much of the
residential growth will need to occur through changes in land use and
redevelopment of existing sites. This is likely to result in a shift toward product types
with more density (i.e., multifamily product, townhomes or other attached single-
family) and small-lot single-family homes. This shift aligns with wider trends in
residential development, both regionally and nationally, that is leading to more
compact development. In the future, it is also anticipated that there will be more
renters who could afford to own a home, but still choose to rent.

To achieve a balanced housing profile — accounting for both existing cost-burdened
households and projected population growth - there appears to be the need for
6,900-8,600 new housing units by 2025 and 11,700-13,000 new units by 2040. Over
the long-term (to 2040), this would amount to the construction of 510-565 units per
year. For comparison purposes, the City added an average of +340 units per year
from 2010 to 2017.

Of these projected units, 5,200 units are needed to address existing housing gaps
for low-income households (2,200 for current renter households with incomes
below $35,000 and 3,000 for current owner households with incomes below
$50,000).

Naperville Housing Needs Assessment
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Housing Needs Assessment

NAPERVILLE TODAY

Naperville is both a desirable residential community and a major employment
center in the Chicago region. The City’s residential population is predominantly
higher-income households comprising families with children at home and empty-
nesters, while the workforce consists of a mix of professional and business services,
retail and health care sectors. Much of the Naperville workforce lives outside of the
City, while most City residents commute elsewhere for work and earn higher
incomes than those working in the City.

The City maintains a somewhat diverse housing stock (62% single-family detached)
with a median year built of 1988 and high occupancy (96%). The concentration of
single-family detached housing, as a percentage of total housing stock, generally
increases as you move from the northwest to the southeast. Approximately 75% of
housing units are owner-occupied. The median home value is approximately
$399,000, while the median rent is $1,415 per month. To afford this housing, owners
would need to earn approximately $100,000 per year, while renters would need to
earn $57,000 per year.

New construction owner-occupied units are generally located near downtown
Naperville and along the perimeter of the City. New construction near downtown
generally replaces smaller, lower-cost entry-level housing that has been torn down.

Naperville Housing Needs Assessment

Newer owner-occupied product sold at a 40% premium to the median home value
in 2019, while newer renter-occupied units leased at a 25% premium to median
rents.

Senior and income-restricted housing is very limited, with senior and income-
restricted units accounting for 19% and 4% of all rental units respectively. Senior
housing is predominantly nursing care. SB Friedman estimates that approximately
21% of Naperville's owner-occupied housing could be considered naturally-
occurring affordable housing (NOAH) at 80% affordability levels, this increases to
66% at the 120% affordability level (attainable/workforce housing). Approximately
12% of rental units are NOAH at the 60% affordability level.

Given the high home values and rents, housing affordability appears to be a
challenge across several income cohorts. Approximately 20-22% of existing
homeowners and 38-44% of renters are currently paying more than 30% of their
gross income on housing. These households are considered cost-burdened and
many are low-income. Therefore, there appears to be a considerable need for both
owner- and renter-occupied affordable and income-restricted housing throughout
the City to meet current residents’ needs.

In recent years, population growth has slowed, and the City has become nearly
built-out. The lack of additional developable land, combined with the desirability of
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the community, is driving several housing-related issues, particularly in terms of
housing affordability and constrained supply at certain price points.

Furthermore, the lack of developable land has increased property values to a level
where building new housing at lower price points is challenging. Key informants
indicated that housing affordability challenges are impacting not only lower-income
households, but middle- and working-class households as well, particularly seniors
looking to downsize, entry-level home buyers, and Naperville workers who wish to
live closer to their workplace. Key informants also indicated unmet housing needs
for people with special needs, those currently facing or at risk of homelessness, and
veterans.

NAPERVILLE IN THE FUTURE

Naperville's population is projected by the Chicago Metropolitan Agency for
Planning (CMAP) to grow through 2050, despite limited available sites for residential
development. Change in City policies and redevelopment at a higher density would
be required to achieve this level of population growth. In the near term, Esri projects
that the population will become older and more affluent, with a near-term increase
in owner-occupied home values and owner-occupied households by 2024.

A constrained supply of land available for residential development is likely to impact
the type of new product that can be built in Naperville going forward. Much of the
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residential growth will need to occur through changes in land use and
redevelopment of existing sites. This is likely to result in a shift to more dense and
small-lot development, including additional multifamily product and attached
single-family homes. This shift aligns with broader trends in residential development,
both regionally and nationally, that are leading to more compact development.
However, key informants indicated that denser development may face some
opposition from existing residents.

SB Friedman prepared a housing needs forecast for both renter and owner
households. The model incorporates population projections from CMAP, which
allocates regional demand to communities based on a number of socioeconomic
factors. However, it is important to note that given Naperville's status as a nearly
landlocked community, to achieve the CMAP population projections, the City would
need to make a policy decision to increase residential density throughout Naperville.
After discussions with City staff, SB Friedman utilized slightly more conservative
population projections based on recent population growth rates for the purposes of
this analysis.

Unmet needs were identified for two time periods, as requested by the City: 2025
and 2040. The results of the analysis indicate that to achieve a balanced housing
profile - where appropriate unit types are available and affordable to anticipated
households (accounting for both existing cost-burdened households and projected
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population growth) - there appears to be the need for 6,900-8,600 new housing
units by 2025 and 11,700-13,000 new units by 2040. Over the long-term (to 2040),
this would amount to the construction of 510-565 units per year. For comparison

purposes, the City added an average of +340 units per year between 2010 and 2017.

Approximately 6,500 of the projected units appear to be needed by 2040 to
alleviate housing cost burdens for households at lower incomes.

Additional units are also anticipated to be needed to address unmet housing needs
identified by key informants. This includes a constrained supply of housing for
seniors looking to downsize, entry-level home buyers, Naperville workers, people
with special needs, those currently facing or at risk of homelessness, and veterans.

TOOLKIT TO ADDRESS UNMET HOUSING NEEDS

The City can begin to address housing-related challenges and work towards
establishing a diversity of housing at a variety of price points by:

* Implementing proactive housing programs;

* Modifying regulations;

* Identifying and leveraging financing mechanisms; and
 Undertaking housing-related strategic planning.
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The programs, policies and strategies outlined on pages 60-70 range from action
steps that are immediately feasible to those that, with more complex
implementation, may require longer-term efforts.
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Toolkit to Address Unmet Housing Needs

SB Friedman has identified several programs, policies, and strategies that the City can implement to begin to address the housing-related challenges identified above. These
programs, policies, and strategies are outlined below, and discussed further on the following pages. Each is classified relative to the complexity of implementation.

INTERMEDIATE
IMMEDIATELY FEASIBLE (which typically require COMPLEX, BUT EFFECTIVE
identifying a funding source)
Any 1 of the programs, policies or strategies Typically require identifying a Typically require both identifying a
could be implemented within 6 months to 1 funding source, which may take funding source and identifying/
year. Several could move in parallel longer than 1 year. establishing a high-capacity partner.

depending on available staff time/resources.

HOUSING PROGRAMS REGULATORY OPTIONS FINANCING MECHANISMS STRATEGIC PLANNING

Develop a Community Land Trust Implement an Inclusionary Zoning Establish a Housing Trust Fund Create Housing-Specific Staff
* Implement Deed-Restricted Housing Ordinance «  Develop Strategy for Use of TIF & Other Position(s) within City Government or a
»  Establish a Revolving Rehabilitation *  Amend Zoning Code to Allow Tax Capture Programs to Address Partner Organization
Loan Fund Accessory Dwelling Units Housing Needs »  Establish Additional Resources to Assist
»  Establish Grant/Forgivable Loan * Identify Areas to (Re)zone for * Implement a Teardown Tax Populations with Special Housing
Program Residential Uses +  Consider Changes to Community Needs
»  Establish Down-Payment Assistance *  Encourage Small-Lot and Attached Development Block Grant Program *  Develop a Strategy to Leverage
Program Housing *  Leverage County HOME Consortium Publicly-Owned Land to Address
*  Support Employer-Assisted Housing Housing Challenges
*  Promote Impact Investing *  Identify Surplus Land Held by Major
Landowners
»  Develop Strategic Plan to Preserve
NOAH

+  Develop Working Relationships with
Affordable Housing Developers
*  Assist in Assembling Sites for Housing
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Toolkit: Housing Programs

IMMEDIATELY FEASIBLE
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Implement
Deed-
Restricted
Housing

Develop a
Community
Land Trust*

Deed restrictions are often included for affordable housing units
receiving public subsidies to enhance long-term affordability for
homebuyers. New homeowners execute a deed covenant
stipulating that the home will be sold to a low-income household
in the future under an established formula. In some cases, use and
resale restrictions are instead appended to a homeowner's
mortgage. Deed restricted housing (DRH) is often the result of
inclusionary mandated and affordable housing incentives.

Community Land Trusts (CLTs) acquire and maintain permanent
ownership of land to ensure long-term affordability of housing
units. Residents purchase and own a home and enter a long-term
(usually 99-year) lease with the CLT. By separating the ownership
of land and housing, CLTs provide low- and moderate-income
households with an opportunity to build equity through
homeownership.

CLTs employ resale formulas to give homeowners a moderate
return on investment and maintain affordable pricing for future
homeowners. CLTs can also lease multifamily properties, in which
leaseholders are subject to the same resale restrictions.

DRH offers homeowners a limited return on
investment and restrictive covenants often lapse
after a specified period of time. This program
would be most relevant for new owner-occupied
developments receiving direct City funding.

CLTs require that a new non-profit organization be
created, with a board of directors, organizational
structure, and funding source. A CLT can build its
capacity over time to also develop new affordable
for-sale and rental housing and provide other
housing services for the City, developers, and
residents, such as administering other housing-
related programes.

*Also a Metropolitan Mayors Caucus (MMC), Chicago Metropolitan Agency for Planning (CMAP), and Metropolitan Planning Council (MPC) recommendation
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. NAME OVERVIEW FEASIBILITY / KEY CONSIDERATIONS KEY DECISION POINTS / NEXT STEPS

Determine the criteria and length of time for
covenants

|dentify potential developers/partners (e.g.,
Habitat for Humanity) to partner with in
developing DRH

Monitor DRH units over time (possibly with
assistance of county)

Evaluate technical assistance options (i.e,,
Grounded Solutions Network, local CLTs)
|dentify which unmet housing needs will be a
focus of the CLT

Identify possible funding sources for operations
and land or property acquisition

|dentify governance structure and mission and
establish a non-profit organization

Determine potential for land acquisition and
potential partners (i.e., Habitat for Humanity)
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Toolkit: Housing Programs

. NAME OVERVIEW FEASIBILITY / KEY CONSIDERATIONS KEY DECISION POINTS / NEXT STEPS

INTERMEDIATE

INTERMEDIATE

INTERMEDIATE

Establish a
Revolving
Rehab Loan
Fund

Establish
Grant/
Forgivable
Loan
Program

Establish
Down-
Payment
Assistance
Program

Revolving rehabilitation loan funds provide loans to homeowners
to rehabilitate their homes and/or make needed accessibility
modifications. Typically revolving rehabilitation loan funds have
criteria such as home age, type of improvement, cost of
improvement, resident income, etc. Recipients of the loan typically
would not be able to receive a loan from a traditional bank, and
loans are generally offered at lower interest rates.

Grants and forgivable loan programs also assist homeowners with
rehabilitating their homes and/or making needed accessibility
modifications. Awards may be grants or loans which are forgiven
once a homeowner satisfies certain conditions (such as length of
residency)

Down-payment assistance programs reduce barriers to
homeownerships for households that can afford the monthly
mortgage payments but face barriers in saving sufficient funds for
a down payment. The program could be focused on entry-level
home buyers and Naperville workers who are otherwise
challenged to find housing in Naperville.

Down-payment assistance is typically offered as either a grant or
second mortgage. Second mortgages can be structured as an
installment loan for moderate-income households or a deferred
loan due at a future date (i.e., upon sale or transfer of the home)
for lower-income households.

Naperville Housing Needs Assessment

An initial funding source would be required to
support the program; however, over time, loan
programs could become self-sufficient. CDBG

could be an initial funding source.

A program administrator would be needed to
review/approve applications and manage/track
payments.

Requires identification of an ongoing funding
source. CDBG could be one potential source.

A program administrator would be needed to
review/approve applications and manage/track
payments.

An initial funding source would be required to
support the program; however, over time, loan
programs could become self-sufficient.

A program administrator would be needed to
review/approve applications and manage/track
payments.

|dentify organization or City department to
administer program (ensure homeowners
complete improvements, disburse and service
the loans)

Identify funding source

Determine eligibility criteria and fund
requirements

|dentify organization or City department to
administer program (ensure homeowners
complete improvements, disburse and service
the loans)

|dentify funding source

Determine grant/fund structure and criteria

|dentify an initial funding source

Determine targeted populations eligible for
down-payment assistance

Identify program administrator

Determine financing terms (grants vs. loan,
interest rates, repayment options, etc.)
Outline application requirements
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Toolkit: Regulatory Options

. NAME OVERVIEW FEASIBILITY / KEY CONSIDERATIONS KEY DECISION POINTS / NEXT STEPS

INTERMEDIATE

w
|
o
)
<t
wi
55
>
|
w
-
<
[a)
w
=
=

Implement
an
Inclusionary
Zoning
Ordinance*

Amend
Zoning Code
to Allow
Accessory
Dwelling
Units

Inclusionary zoning (1Z) links the production of affordable housing
to private market-rate residential development through mandatory
or voluntary inclusion of units affordable to low- and moderate-
income households. In exchange, developers generally receive
offsetting benefits, such as density bonuses, zoning variances,
financial incentives, or expedited permitting.

Inclusionary units could begin to address unmet needs for low-
income households, Naperville workers, people with special needs
and veterans.

Regionally, Chicago, Evanston, Lake Forest and Highland Park have
mandatory inclusionary zoning policies, while several other
midwestern suburbs such as St. Charles, IL, Edina, MN, and St Louis
Park, MN have successfully implemented incentive-based
inclusionary zoning policies.

Accessory dwelling units (ADUs) are small rental dwelling units on
single-family home lots. ADUs can be contained within the
principal dwelling unit (i.e. basement apartment) or within a
separate structure entirely (i.e. carriage house or apartment above
a detached garage). ADUs increase attainable rental options,
present potential new income streams for homeowners, and
provide additional living arrangement options (i.e. family members
or caretakers living onsite) for seniors or other residents with
special needs.

|Z ordinances can impact the financial feasibility of
development. Therefore, careful testing should be
done to calibrate an IZ ordinance to the local
market, considering market rents and construction
costs.

Implementing an IZ ordinance will require City
Council approval.

The City zoning ordinance would need to be
amended to allow ADUs.

Implementation would require the buy-in/support
of elected officials and may require education of
residents.

*Also a Metropolitan Mayors Caucus (MMC), Chicago Metropolitan Agency for Planning (CMAP), and Metropolitan Planning Council (MPC) recommendation
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Conduct outreach with potential housing
developers to understand how an IZ policy
would impact their decision to develop in
Naperville

Decide whether the policy would be mandatory
or voluntary, and if there is a geographic criteria
Identify targeted percent of affordable units,
income levels and criteria for building the
affordable units (i.e. onsite or offsite, required
affordability period, etc.)

Evaluate the financial feasibility of the desired
set-aside percentage, income levels and other
criteria by testing the impacts on prototypical
projects

Decide whether a fee-in-lieu of developing the
units will be allowed, and if so, carefully
calibrate that fee and establish a plan for using
the fee-in-lieu funds.

Evaluate alternate forms of ADUs and
determine applicability to Naperville
Conduct public education regarding ADUs
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Toolkit: Regulatory Options
I O e

Identify Rezoning underutilized commercial areas and expanding The City can leverage the land use analysis Evaluate existing land uses and identify areas
Areas to residential zoning districts would support development of conducted as part of Comprehensive Plan update. appropriate for land use transition or

"8 (Re)zone for additional housing units. Municipalities can adjust zoning codes to ~ While zoning may be adjusted to accommodate accommodation of mixed residential and

=8 Residential allow for a variety/mix of housing types, relax caps on number of more residential units, the market will still commercial uses

é Uses units, increase densities, and more. Allowing residential units to be  determine feasibility of adding residential units *  Amend zoning code

> built in a variety of places could create more housing options at a and the type of residential development that is

"l<_-; variety of price points. feasible.

[a]

§ Incentives or other strategies may be required to

ensure a mix of price points or housing types
consistent with City objectives. Zoning
amendments will require City Council approval.

Encourage Small-lot and attached housing increases density on a site, Residential developers are often very specialized. * |dentify suitable land and potential developers
Small-Lot allowing additional units to carry high land acquisition costs. This The City would need to find a developer that is + Determine if current zoning code allows for
and Attached  could result in lower-cost housing that may be attractive to entry- interested and willing to undertake this sort of these typologies and amend if needed
Housing* level homebuyers and seniors looking to downsize into more development.

economical housing. This product typology includes cottage

clusters which are a group of smaller detached housing units that Given the strong demand for housing in

are clustered around a common open space. Naperville, the City may need to incentive
developers to undertake this sort of development,
rather than larger-lot higher value single-family
homes.
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*Also a Metropolitan Mayors Caucus (MMC), Chicago Metropolitan Agency for Planning (CMAP), and Metropolitan Planning Council (MPC) recommendation
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Toolkit: Financing Mechanisms

. NAME OVERVIEW FEASIBILITY / KEY CONSIDERATIONS KEY DECISION POINTS / NEXT STEPS

INTERMEDIATE

IMMEDIATELY FEASIBLE
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Establish a
Housing
Trust Fund*

Develop
Strategy for
Use of TIF &
Other Tax
Capture
Programs to
Address
Housing
Needs

Implement a
Teardown
Tax

A housing trust fund can be generated from a variety of sources
(including local revenue streams, Federal entitlement funds, fees
paid by developers, private grants/donations, interest from
government accounts, City general funds, etc.) to support a range
housing programs and investments. Typically funds are created to
support housing needs for target populations, types of projects, or
geographies.

TIF & other tax capture programs allow for the generation of local
revenue to contribute to a fund that can be used as an incentive
for development of a variety of housing types. Examples of tax
capture programs include Tax Increment Financing (TIF), Business
Districts (BD), Special Service Areas (SSA), and Sales Tax.

A teardown tax is a fee on builders, developers and homeowners
that are tearing down existing housing to build new construction.
The tax may be applied to certain geographies. Demolition of
existing housing stock, often naturally occurring
affordable/attainable housing (NOAH), limits the supply of entry-
level and lower cost housing. Revenue generated from the
teardown tax can be allocated to a housing trust fund or other
fund to support housing needs.

To be most effective, housing trust funds must
have a consistent source of funding. CDBG is one
potential source of funding. Clear guidelines for
providing trust fund dollars must be established.
Depending on the funding source, the creation of
the fund, as well as disbursement, may require City
Council approval.

Use of TIF or other tax capture mechanisms can
provide a dedicated revenue stream to support
City housing objectives.

Site eligibility criteria apply to certain programs
(TIF, BD) and revenues need to be spent within
defined geographies with TIF, BD and SSAs.

Some programs put an extra burden on residents,
business owners, or developers. Tax capture
policies may require City Council approval.

A teardown tax can provide a dedicated revenue
stream to support City housing objectives. As
identified in the earlier analysis, there are specific
neighborhoods a teardown tax may be applied to,
or it can be applied to the entire City. The tax puts
an extra burden on developers and could exempt
homeowners that have lived in the housing unit
for a defined period of time before demolition.

*Also a Metropolitan Mayors Caucus (MMC), Chicago Metropolitan Agency for Planning (CMAP), and Metropolitan Planning Council (MPC) recommendation
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Determine funding source and size of fund
Identify eligibility criteria such as target
populations, project types, types of assistance
(i.e., gap financing), etc.

Consider administrative structure and
mechanism to distribute funds

|dentify appropriate programs to meet City
needs

Conduct eligibility analysis, including evaluating
revenue generation potential

Evaluate local support of those who would be
impacted by tax capture method

Determine priorities for using the funding
source

Determine geographic boundary, if any, and fee
structure (i.e. size of teardown, cost of new
construction, flat-rate, etc.)

Conduct outreach with potential housing
developers to understand impact to
development decisions

Determine fund to allocate revenue and
priorities for using the funding source
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Consider
Changes to
Community
Development
Block Grant
(CDBG)
Program

Leverage
County
HOME
Consortium

The City appears to use its CDBG allocation primarily for social
service and housing-related programs and rehab projects, rather
than creation of additional units. The targeted use of CDBG funds
could support the development of new affordable and/or
accessible housing in Naperville if a nonprofit organization was
established and approved by HUD to use CDBG funds for new
construction. There is the possibility to use CDBG funding in other
ways to support unit creation (conversion & rehabilitation of
existing non-residential buildings to residential uses).

The HOME Investment Partnerships (HOME) program, funded by
HUD is a federal block grant that is used to create affordable
housing for low-income households. Funds are allocated annual to
provide financial assistance to government agencies and non-
profit and for-profit organization to build, buy, and rehabilitate
affordable housing for rent or ownership, or to provide direct
rental assistance to low-income households.

Given that existing programs likely rely on CDBG

funding, it may be challenging to reallocate funds.

Alternate funding streams and the establishment
of a community development organization
recognized by HUD to may be needed for
program support.

HOME funds are allocated to a County
Consortium. The City can work with the
consortium to ensure that a portion of the
allocation is deployed in Naperville to address
unmet housing needs.

*Also a Metropolitan Mayors Caucus (MMC), Chicago Metropolitan Agency for Planning (CMAP), and Metropolitan Planning Council (MPC) recommendation
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Define long-term housing goals as part of
Consolidated Planning process.

Establish or support an existing community
development organization to be recognized by
HUD to use CDBG funds for new construction.
Modify City CDBG policies and practices to
achieve long-term housing production goals.
Publicize availability of CDBG funds to support
affordable and/or accessible housing
development.

Collaborate with the County Consortium to
advocate for more HOME funding to be used in
Naperville
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Support Employer assisted housing programs can include employers The City will need to identify and work with key » Educate local employers on employer assisted

Employer- developing housing for their employees or providing direct local employers to convey the importance of housing programs and the benefits

Assisted assistance to their employees through down-payment assistance, having affordable/attainable housing in Naperville  + Determine ways the City can incentivize local

Housing closing cost assistance, mortgage guarantee, home buyer for their employees. employers to establish employer assisted
education and counseling, etc. housing programs

Local governments can maximize the likelihood of employer
involvement in housing by offering financial incentives to augment
or offset private contributions and by facilitating collaboration with
nonprofit organizations that work with interested employers to
design and manage housing benefit programs.

INTERMEDIATE

Promote Philanthropic foundations and anchor institutions typically utilize Naperville will need to identify a partner(s) who » Conduct outreach and marketing to
Impact diverse investment portfolios to generate funds needed to pursue  would want to invest in housing in the community. philanthropic foundations and anchor
Investing their missions. Entities that engage in impact investing can allocate institutions

a portion of their investment funds towards community-based » Determine priorities for investment

organizations or projects that generate positive social outcomes,
including addressing housing challenges for low-income and
special needs populations.
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*Also a Metropolitan Mayors Caucus (MMC), Chicago Metropolitan Agency for Planning (CMAP), and Metropolitan Planning Council (MPC) recommendation
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Create
Housing-
Specific Staff
Position(s)
within City
Government
or a Partner
Organization

Establish
Additional
Resources to
Assist
Populations
with Special
Housing
Needs

Develop a
Strategy to
Leverage
Publicly-
Owned Land
to Address
Housing
Challenges

A dedicated housing department or staff is important to advance a
community's housing goals. Significant staff time can be required
to implement and operate new programs, and it can be difficult
for shared staff with multiple responsibilities to consistently
prioritize housing over competing duties.

The City could become a one-stop resource for connecting
populations with special needs to housing and program providers.

This information could be aggregated by special needs group:
low-income households, people with disabilities, seniors, veterans,
the homeless, and foreign-born residents with language barriers,
etc.

City-owned land can be provided to developers at a discount to
incentivize the private sector to address unmet housing needs
(affordable, senior, or supportive housing development, etc.). This
also activates underutilized City properties.

Naperville Housing Needs Assessment

Funding for staff salaries and benefits would need
to be identified and programmed within the City
budget. A standalone housing department could
be considered, or dedicated housing staff could be
housed within the Transportation, Engineering and
Development (TED) department. Naperville could
also consider collaborating with nearby
municipalities and/or DuPage County to create a
shared organization to addressing housing needs.

The City would need to allocate staff resources to
the aggregation and continual update of housing-
related information.

The City would need to make a policy decision
regarding using the land to meet unmet housing
needs, rather than capitalizing on its full market
value.

Determine number of housing staff and
departmental structure (i.e., within TED or new
Housing Department)

Identify funding source within City budget for
full-time housing staff

Engage nearby municipalities and/or DuPage
County to gauge interest of establishing a
shared organization to address housing needs

Reach out to housing and program providers to
identify resources available to each group
Aggregate information into an easy to
understand format and distribute

Maintain relationships with housing and
program providers and regularly update
materials.

Determine how much City-owned land is zoned
and available for residential development, or
where rezoning may be appropriate

|dentify target populations, project types,
length of affordability restrictions, etc.

Conduct outreach to potential housing
developers

Undertake Request for Developer Proposal
process
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Identify
Surplus Land
Held by
Major
Landowners

INTERMEDIATE

Develop
Strategic
Plan to
Preserve
NOAH

INTERMEDIATE

Surplus land held by major landowners can be redeveloped to
meet unmet housing needs. This could include mission-driven
landowners (e.g., hospitals, churches, etc.) who could redevelop
land for affordable, senior, and supportive housing, or major
employers who could redevelop surplus land for workforce
housing. The surplus land could be offered at a discount to
encourage desired housing development supportive of
landowners' overall goals.

The demolition of naturally occurring affordable/attainable
housing is furthering housing affordability issues in Naperville. The
City could develop strategies to preserve this lower cost housing
stock by implementing preservation overlay districts or
discouraging demolition activity.

Naperville Housing Needs Assessment

Landowners would need to evaluate space needs
to ensure that their future growth is not precluded.

Land would need to be appropriate for residential
uses, and the City may need to support rezoning
and/or invest in required infrastructure.

Discounted land alone may not make desired
housing development financially feasible.

Maintaining NOAH requires public intervention or
the private market will continue to result in upward
filtering as land values increase. Initial analysis
suggested the types of housing and general
location of NOAH. Additional research would be
needed to clarify boundaries of possible areas to
target NOAH preservation. Operators of rental
NOAH would need to be identified and partnered
with.

Identify major landowners with potential
surplus land

Determine priorities for housing development
Conduct outreach to the landowners

Evaluate feasibility of housing development on
the land

Identify additional funding mechanisms
available to support housing development

Determine desired areas to preserve NOAH
Evaluate options for preserving NOAH (overlay
districts, higher demolition fees, strategic
acquisition, working with owners of rental
NOAH)
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=8 Develop The City can play an important role in connecting affordable The City would need to allocate staff resources to + |dentify and meet with affordable housing

Z8 Working housing developers, funders, and service providers. It is important building these relationships, aggregating and organizations active in the area

E Relationships  to build relationships with organizations dedicated to affordable sharing housing-related information, and acting as ¢ Produce a document to inform organizations of
o with housing creation and preservation to leverage the City's a point of coordination amongst the various Naperville's housing needs and available

g Affordable investment into its affordable housing programs and capitalize on organizations. resources.

=8 Housing the expertise and financial resources of outside organizations.

=8 Developers

W Assistin The City can undertake site assembly and key predevelopment Site assembly is often time consuming and site * Identify key sites to support City housing

< Assembling efforts that are often cost prohibitive for infill development (e.g., costs may increase when City redevelopment production goals and conduct outreach to

@ Sites for building demolition, land remediation) to alleviate costs to housing = strategy has been publicized potential housing developers

% Housing developers. * Identify a funding source for land acquisition
g * Establish criteria for future development

» Prepare RFP/RFQ process for the land
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Estimated Owner-Occupied Housing Costs
A.1 Methodology

For multiple segments of this analysis, SB Friedman estimated gross owner-occupied
housing costs using the following process:

1.

Housing Unit Cost. The starting point for the analysis is the price of a housing
unit. This was sourced either from the City of Naperville or based on data
compiled by SB Friedman from the Multiple Listing Service.

1. For the NOAH analysis only, home sales by year were inflated using the S&P/Case-Shiller IL-
Chicago Home Price Index to 2019 values.

2. For the single-family permit analysis, the permit amount was estimated to be approximately
60% of the cost of the home based on data from the National Association of Homebuilders.
The remaining 40% consists of other development costs typically excluded from permit
values, including land and builder’s profit, among others.

Estimate of Monthly Principal and Interest Payments. SB Friedman estimated that
each home would be purchased using a 30-year mortgage, assuming the
average 30-year fixed rate mortgage rate at the time of the analysis, 3.68%. It
was estimated that the mortgage would be for 87% of the purchase price, based
on an average down payment value of 13% from the National Association of
Realtors.

Property Taxes. Property taxes were estimated by applying the assessment rate
(33.3%) to the market value of the home, subtraction of the homeowner
Residential Exemption ($6,000) and a prorated share of the Senior Citizens
Homestead Exemption which is assumed to impact 10% of households ($5,000

Naperville Housing Needs Assessment

total exemption, $500 removed in the SB Friedman analysis) and application of
the tax code rate for the principal City (Naperville, 6.646%). The result was an
estimate of annual taxes.

Homeowners' Association Dues. For the NOAH analysis, if the MLS data included
information on homeowners’ association due or similar assessments, that value
was included. Otherwise, this value was assumed to be zero. No assessment
information was added in the single-family permit analysis.

Energy Costs. Standard energy costs were estimated using information from the
U.S. Energy Information Administration for single-family detached and attached
homes in the Midwest (2015, inflation adjusted to 2019). Separate costs were
applied by unit type (detached or attached). If square footage was available for
the unit a per square foot value was applied, otherwise a standard value was
applied.

Summation. Monthly values calculated from the results of steps 2 through 5 were
summed to generate an estimate of monthly gross housing costs for owner-
occupied units.

To estimate annual income required to pay resulting monthly housing costs
affordably, monthly housing costs were multiplied by 12 and divided by 30% (i.e.,
what housing cost can be covered with 30% of income).
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Limitations of Our Engagement

Our deliverables are based on estimates, assumptions and other information developed from research of the market, knowledge of the industry, and meetings/
teleconferences with the City, key informants and developers during which we obtained certain information. The sources of information and bases of the estimates and
assumptions are stated in the deliverable. Some assumptions inevitably will not materialize, and unanticipated events and circumstances may occur; therefore, actual results
achieved during the period covered by our analysis will necessarily vary from those described in our report, and the variations may be material.

The terms of this engagement are such that we have no obligation to revise analyses or the deliverables to reflect events or conditions that occur subsequent to the date of
the deliverable. These events or conditions include, without limitation, economic growth trends, governmental actions, changes in state statute or city ordinance, additional
competitive developments, interest rates, and other market factors. However, we will be available to discuss the necessity for revision in view of changes in the economic or
market factors affecting the proposed project.

Our deliverables are intended solely for your information, for purposes of understanding current and possible future housing conditions and considering new municipal
policies to address unmet housing needs. The report should not be relied upon by any other person, firm or corporation, or for any other purposes. Neither the report nor
its contents, nor any reference to our Firm, may be included or quoted in any offering circular or registration statement, appraisal, sales brochure, prospectus, loan, or other
agreement or document without our prior written consent.

We acknowledge that upon submission to the City of Naperville, the report may become a public document within the meaning of the Freedom of Information Act. Nothing
in these limitations is intended to block the disclosure of the documents under such Act.
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