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SYNOPSIS 
Staff has reviewed the Village s ability to cede private activity bond authority (volume cap) to the 
Illinois Housing Development Authority (IHDA) for the purposes of creating an affordable housing  
assistance program in Downers Grove.  

STRATEGIC PLAN ALIGNMENT 
While creation of an affordable housing program is not directly identified in the Five Year Plan and 
Goals for 2006-2011, the ideal of Preservation of the Residential and Neighborhood Character is 
identified along with the supporting objective of Continuing Reinvestment in the Neighborhoods which 
is related to the topic.  As staff has noted previously, the Strategic Planning process is the most 
appropriate time for Council to determine the relative priority of Affordable Housing needs in the 
Village as compared to other Village responsibilities.  

FISCAL IMPACT 
N/A.  

RECOMMENDATION 
Discussion only.  

BACKGROUND 
At the June 19, 2007, Village Council Workshop meeting under new business, Commissioner Waldack 
presented a proposal to cede the Village s bond cap authority to IHDA. The Council indicated that they 
would review the materials and direct comments and questions to the Village Manager. To date, the 
Manager has had limited conversations about this proposal with several Council members. The Council 
has not directed the Manager to place this issue on an active agenda for Council consideration. Staff 
anticipated that this issue may be discussed in conjunction with Versatile Card Technology s request1 

for the Village to issue a private activity bond (see active agenda item on July 10, 2007) and has 
prepared this report to provide the Council with information about the IHDA home purchase programs.  

Each year the state grants each Home Rule municipality the authority to issue tax exempt bonds for 
certain qualifying industrial developments and low income housing projects. The value of the bonds that 
can be issued is based on the Village s population as stated in the most recent census. This year the                                                 

 

1 On June 18, 2007, staff received an application from Versatile Card Technology (VCT), 5200 Thatcher Road, for the use of 
the Village's volume cap authority to issue a private activity bond. The Village s Debt Management Policy and the Village Code 
specifically authorize the Village to issue private activity bonds for industrial expansion projects.  The Debt Management Policy 
requires staff to review, evaluate and make recommendations of applications and further states that the recommendation of 
the staff should be presented to the Village Council as promptly as practicable thereafter. Staff has reviewed the application 
and has determined that the application conforms to Village Code and the Debt Management Policy.   



Village s private activity bond volume cap is $4,172,990. State law requires the Village to grant, transfer 
or reserve the bonding authority by resolution no later than May 1, 2007.   On March 27, 2007 the 
Village Council held a Workshop meeting and discussed reservation of the Villages private activity 
volume bond cap authority.  As a part of this discussion the Manager reported that the Village had been 
contacted by a local industrial business that may request the Village to issue private activity bonds to 
help finance a planned expansion.   It was noted that the project appeared to qualify under the terms and 
conditions of the private activity bond and that pursuant to the Village Debt Management Policy, any 
request for the issuance of a private activity bond shall be in the form of an application with the required 
supporting information.  On April 3, 2007, the Village Council reserved the Village s private activity 
volume cap authority.  

In regards to the option of ceding private activity volume cap to IHDA, their goal is to finance 
affordable housing throughout the state of Illinois for people of low or moderate income levels. IHDA is 
funded through the Illinois Affordable Housing Donations tax credit fund, an allocation of the federal 
Low Income Housing tax credits and the federal HOME Investment Partnership Program funds.  

Upon ceding bond authority to IHDA, the Village would become eligible to participate in any or all of 
the following three programs. 

1. 30-Year Fixed-Rate Program: IHDA offers mortgages having interest rates below the average 
market rates. IHDA interest rates are approximately 50 basis points (bp s) below market rates. In 
addition, if the borrower adds 25 bp s to the rate, thereby lessening the difference between 
IHDA s rates and the market s, IHDA will provide $1000 toward down payment and closing 
cost assistance. An additional 37.5 bp s to the rate will result in $1500 in down payment and 
closing cost assistance. Please see the attachment for IHDA s current mortgage rates. 

2. HELP Program: IHDA holds that many potential borrowers do not qualify for mortgages 
because they do not possess enough available capital to put toward a down payment and 
origination fees (which include closing costs). With the HELP Program, IHDA offers a grant of 
4.25% of the purchase price of the property to go toward the down payment costs (3%) and 
closing fees (1.25%). If this program is used IHDA will hold the mortgage. Since IHDA provides 
grant funds, the interest rate of the mortgage is 50 bps higher than the standard IHDA mortgage 
rates. 

3. Mortgage Credit Certificate (MCC) Program: Homebuyers may apply an MCC to any type of 
mortgage loan they acquire. The MCC allows the homebuyer to receive a reduction in their 
federal income tax in an amount equal to 20% of their annual mortgage interest payments.  

IHDA s three programs are available to homebuyers who meet the following requirements: 

 

Have not owned a home of their own in the last three years 

 

Meet the program s income and purchase price limits (see attachment) 

 

Live within the municipality s corporate limits 

 

Live in the house as a principal residence 

 

Move in within 60 days of closing.  

To participate in these programs, the Village would have to adopt a Resolution ceding the bond 
authority to IHDA. The Resolution should indicate in which programs the Village would like to 
participate. If the Village elects to participate in the MCC Program, the Resolution must indicate the 
amount of funding to be earmarked for this program. If the Village elects to participate in the 30-Year 
Fixed-Rate Program or the HELP Program, the Resolution must indicate the amount of funding to be 
earmarked for the programs in total. IHDA has the ability to shift funds between these two programs and 
will do so based on program demand and after consultation with the Village.  



In all three programs, IHDA does not originate the mortgages. Participating lending institutions 
originate the mortgages and IHDA purchases and holds the mortgages.  Much of the success of IHDA s 
programs depends on the cooperation of local banks and realtors. IHDA suggests the Village of 
Downers Grove convene a meeting of these groups to encourage participation in these programs to 
market IHDA s presence in Downers Grove.  

Once the Village s bond authority is ceded to IHDA, there is no guarantee that all of the money will be 
used for property purchases within Downers Grove. IHDA s current practice is to target homebuyers in 
Downers Grove for one year, but at the conclusion of one year, if the money is not being used, IHDA 
has the ability to use the funds in other participating localities. Assuming an average purchase price of 
$300,000 for properties purchased under an IHDA program, approximately 13 properties could be 
purchased using the Village s $4.2 million of bonding authority. IHDA indicated that participation in 
these programs in higher housing cost municipalities is substantially less than in municipalities with 
more affordable housing prices. The lesser participation rate is directly related to the number of housing 
units for sale within the municipality that fall within the IHDA purchase price limits. During the past 
seven months, approximately 21% of the single family detached houses and 92% of the attached 
reported as sold by Suburban Realtors Association fall within the current IHDA purchase price limits 
($325,890).  

IHDA provides a three-step process to completely administer its programs. The Village s role can range 
from little involvement (passing a Resolution) to active involvement (creating a Village-specific 
program, marketing the program, recruiting lending institutions and realtors to participate in the 
program). It is recommended that more intensive research, data retrieval and discussions take place in 
order to ensure the success of IHDA s programs. Further discussions about how much time the Council 
would like the Village to dedicate to IHDA program research and administrative duties will need to take 
place. The programs will continue either until the money is expended or for three years.  

It should be noted that the Village has the authority to issue bonds and operate a similar program 
directly. Pursuant to Section 27-19 of the Village Code entitled, Mortgage Revenue Bonds, the 
Village may administer similar programs to IHDA s on its own.  Staff is continuing to research a 
mortgage assistance program that was offered to Village residents (possibly under this section of the 
Municipal Code) in the early 1980s.   

Staff believes it would be appropriate to consider this action for the FY08 budget because a number of 
issues should be considered before moving forward and redirecting staff resources. Staff recommends 
the issue be included in the strategic planning discussions.  In addition, the Village Council may wish to 
consider referral of the item to the Public Services Standing Committee of the Village Council for 
further review as well as the Downers Grove Economic Development Corporation (relative to the loss of 
industrial revenue bond availability.)    

On a related matter, it should also be noted that staff requires Council direction regarding preparation of 
the necessary actions to form an Ad Hoc committee on affordable housing.  It may also be warranted to 
seek comment from such a committee on the need for Village participation in any or all of the three 
programs offered via IDHA as compared to Mortgage Revenue Bonds provided for under §27-19.  

ATTACHMENTS 
Current mortgage rates 
Non-targeted income & purchase price list (IHDA) 



Current Mortgage Rates 
 
I-LOAN Mortgage  
For first time homebuyers  
6.49% - 0 Points  
6.74% - 0 Points, 270-day rate lock  
6.34% - 1 Point  
6.59% - 1 Point, 270-day rate lock  
6.19% - 2 Points  
6.44% - 2 Points, 270-day rate lock  
6.04% - 3 Points  
6.29% - 3 Points, 270-day rate lock  
 
I-LOAN Mortgage With $1000 Grant from IHDA  
For first time homebuyers  
6.74% - 0 Points  
6.59% - 1 Point  
6.44% - 2 Points  
6.29% - 3 Points  
 
H.E.L.P. Program  
Offers 4.25% of the purchase price of a house as a “gift” which can be used for 3% downpayment 
and 1.25% for origination fee. Available in participating communities only.  
6.99% - IHDA grant of 4.25% of the purchase price.  
 
Rural Development Program  
 
6.24% - 0 points  
6.49% - 0 points, plus $1,000 grant towards closing costs  
6.615% - 0 points, plus $1,500 grant towards closing costs  
 
City Programs  
 
6.24% - 0 points  
6.49% - 0 points, $1,000 IHDA grant towards closing costs  
6.615% - 0 points, $1,500 IHDA grant towards closing costs  
 
DuPage County Program  
 
6.24% - 0 Points  
6.49% - 0 Points, 270 - day rate lock  
6.09% - 1 Point  
6.34% - 1 Point, 270 - day rate lock  
5.94% - 2 Points  
6.190% - 2 Points, 270 - day rate lock  
5.79% - 3 Points  
6.04% - 3 Points, 270 - day rate lock 
 
 
 
 
 
 
 
 
http://www.ihda.org/MortgageRates.aspx  

http://www.ihda.org/MortgageRates.aspx


Revised: Effective 4/20/2007

MRB AND MCC ATTACHMENT

County where Residence is Located
Household 
of 1 or 2

Household 
of 3 or More

New 
Construction  

1 Unit 1 Unit 2 Units 3 Units 4 Units
Cook, Du Page, Kane, Lake, McHenry, Will $72,400 $83,260 $325,890 $325,890 $367,060 $445,960 $514,570
DeKalb $69,400 $79,810 $325,890 $325,890 $367,060 $445,960 $514,570
Grundy $72,800 $83,720 $325,890 $325,890 $367,060 $445,960 $514,570
Kendall $83,900 $96,485 $325,890 $325,890 $367,060 $445,960 $514,570
McLean $73,500 $84,525 $237,030 $237,030 $303,450 $366,800 $455,840
St. Clair, Clinton, Jersey, Madison, Monroe $66,600 $76,590 $253,120 $253,120 $303,450 $366,800 $455,840
Bond, Calhoun, Macoupin $66,600 $76,590 $253,120 $253,120 $303,450 $366,800 $455,840
All Other Counties $66,600 $76,590 $237,030 $237,030 $303,450 $366,800 $455,840

Some of these limits have been determined by a Private Letter Ruling issued by the IRS to the Authority.
These limits may be used only in connection with Authority Programs.
Use of these limits in connection with other Bond Programs is prohibited.

NON-TARGETED AREAS INCOME & PURCHASE PRICE LIMITS

Maximum Household 
Income Limits

Maximum Purchase Price Limits 
Existing Construction



Revised: Effective 4/20/2007

MRB AND MCC ATTACHMENT

County where Residence is Located
Household 
of 1 or 2

Household 
of 3 or More

New 
Construction  

1 Unit

New 
Construction  

2 Unit 1 Unit 2 Units 3 Units 4 Units
Cook, Kane, Lake, Will $86,880 $101,360 $398,310 $448,620 $398,310 $448,620 $545,060 $628,910
DeKalb $83,280 $97,160 $398,310 $448,620 $398,310 $448,620 $545,060 $628,910
McLean $88,200 $102,900 $289,700 $370,880 $289,700 $370,880 $448,310 $557,140
St. Clair, Madison $79,920 $93,240 $309,370 $370,880 $309,370 $370,880 $448,310 $557,140
All Other Counties with Targeted Areas*** $79,920 $93,240 $289,700 $370,880 $289,700 $370,880 $448,310 $557,140

TARGETED AREAS INCOME & PURCHASE PRICE LIMITS

Maximum Household 
Income Limits

Maximum Purchase Price Limits 
Existing Construction

*** ALL OTHER COUNTIES WITH TARGETED AREAS: Adams, Alexander, Champaign, Crawford, Franklin, Greene, Jackson, 
Jefferson, Kankakee, LaSalle, McDonough, Macon, Marion, Mercer, Morgan,  Peoria, Pulaski, Rock Island, Saline, 
Sangamon, Stephenson, Tazewell, Vermilion, White, Winnebago.


