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What is the Northwest Side Housing Preservation Ordinance?

The Chicago City Council approved the Northwest Housing Preservation Ordinance
(the “Ordinance”) in September of 2024. The Ordinance is a pilot program intended
to address the shortage of affordable housing available in the city and discourage
gentrification in certain neighborhoods.

The Ordinance increases the demolition permit surcharge in certain neighborhoods,
but the most striking change is that it creates a Tenant Opportunity to Purchase
(“TOP” or "ROFR"), which is a tenant right of first refusal, when rental property is
being sold in the Logan Square, Avondale, Humboldt Park and Hermosa
neighborhoods (known as the “Predominance of the Block (606) District” or “Block
606").

Helpful Links:

City of Chicago Information Page
Ordinance

Amendment to Ordinance

What area is included in Block 606?

Block 606 includes the area bound by Addison Street, the North Branch of the
Chicago River, Western Avenue, Division Street, California Avenue, North Avenue,
Kedzie Avenue, Hirsch Street, Kostner Avenue, Kostner Avenue, Fullerton Avenue
and Pulaski Road. Here is a Map of Block 606.

When is the effective date of the Ordinance?

The City of Chicago, Department of Housing, recently posted information on their
webpage (City of Chicago Northwest Side Preservation Ordinance) regarding timing
and implementation of the ordinance. The City stated that the ordinance goes into
effect on March 1, 2025. Properties listed after the effective date must comply with
all provisions of the ordinance. Properties listed prior to March 1, but not yet sold,
must comply with ordinance provisions starting with the timelines outlined in
5-11-060 (Right of first refusal).

The changes to the demolition permit surcharge became effective on October 9,
2024.


https://www.chicago.gov/city/en/depts/doh/provdrs/developers/svcs/NWSPreservation.html
https://occprodstoragev1.blob.core.usgovcloudapi.net/matterattachmentspublic/58981a3a-09f6-4d56-b49a-f9fd41a8317f.pdf
https://files.constantcontact.com/6fa15f84701/d4f6c3fc-3e98-46ce-b518-1c00e6b4e0de.pdf?rdr=true_gl=1*187c2ou*_ga*M2VlMTMwOTktZDBiMi00NGVmLTgwODItN2YyZWRjZTg3NmI1*_ga_14T5LGLSQ3*MTc0MDQ5NDg2OC4zMy4xLjE3NDA1MDYyNDQuMS4wLjA.
https://chicagorealtor-12462.kxcdn.com/wp-content/uploads/2024/10/Predominance-of-the-Block-606-District-07-12-2024-2.jpg

Both the tenant ROFR pilot program and the demolition permit surcharge increase
expire on December 31, 2029 unless further action is taken by the City Council.

What types of properties are impacted by the ROFR?

Rental properties located in Block 606 in RS3 (residential single-unit) and RT3.5
(residential two-flat, townhouse, multi-unit) zoning districts are impacted by the
ROFR.

How does the tenant right of first refusal work?

Notice of Intent to Sell: The property owner/landlord must provide notice to the
tenant(s) or tenant association and Chicago’s Department of Housing ("DOH")
within the time frame listed below. The tenant(s) or tenant association may
request certain disclosures from the property owner regarding the rental status of
the building including the rent roll and vacancy rate.

Five or more units - no less than 60 days prior to listing or otherwise offering the
property for sale

Four or fewer units - no less 30 days prior to listing or otherwise offering the
property for sale

Notice of Offer: Once the property owner receives and accepts a bona fide offer
from a third party to purchase the rental property, then they must promptly provide
the tenant(s) or tenant association and the DOH with a Notice of Sale along with a
copy of the purchase agreement and the rental disclosures. The purchase
agreement with the third party purchaser must include a contingency for the
tenant’s ROFR.

Exercising the Tenant’s ROFR: The tenant or tenant association has the amount of
time listed below to form a tenant association and provide notice that it elects to
exercise the ROFR. The tenant must also provide either a letter of intent from a
community organization or lender or a preapproval letter from a lender, depending
on the number of units.

Five or more units - The tenants have 90 days to (i) form a tenant association, (ii)
provide notice that it intends to exercise the ROFR and (ii) provide a letter of intent.
Three or four units - The tenants have 30 days to (i) form a tenant association, (ii)
provide notice that it intends to exercise the ROFR and (ii) provide a letter of intent.

One or two units - At least one tenant has 15 days to (i) exercise the ROFR and (ii)
provide a preapproval letter from a lender.



Please note that the formation of a tenant association is required to exercise the
ROFR if the property has three or more units.

Time for Closing: The tenant or tenant association shall have the amount of time
listed below to conduct due diligence and secure financing unless the parties have
agreed otherwise in writing.

Five or more units - 120 days from the date of providing notice of intent to exercise
the ROFR

Four or fewer units - 60 days from the date of providing notice of intent to exercise
the ROFR

The owner shall sell the property to the tenant or tenant association at the end of
the 120 or 60 day period.

Tenant Rejection of ROFR: If the tenant or tenant association fails to exercise the
ROFR on or before the deadlines specified in the Ordinance, the right will be
deemed waived and the property owner may sell the property to the third-party
purchaser identified in the purchase agreement. If the sale fails to close for any
reason or there is a material change in the terms of the purchase agreement the
ROFR is reinstated. Any sale to a different purchaser or on any materially different
terms shall be null and void.

Can the tenants assign the ROFR?

Yes, the tenant(s) can exercise the ROFR either (i) in conjunction with a third party
or (ii) by assigning the rights to any party, whether private or governmental. The
rights are assignable at any point in the process.

Can the tenants waive the ROFR prior to the expiration of the prescribed
time periods?

An owner may not request or require a waiver of the ROFR from the tenant(s) or
tenant association at any point during the process. An owner may ask, but not
require, a tenant if they intend to waive the ROFR after the 30 or 60 day period
prior to listing the property expires (the Notice of Intent to Sell period).

If the property consists of five or more units and at least 50% of the tenants waive
the ROFR, then the ROFR is waived and the owner does not need to wait to sell the
property to the third-party purchaser.



If the rental property is purchased under the Ordinance does it need to be
maintained as affordable housing?

If a purchaser purchases a rental property under the Ordinance and uses any public
funds in the purchase, then the rental property must be maintained as affordable
housing for no less than 30 years under a procedure to be established by the DOH.

What are the penalties for failing to comply with the ROFR requirements?
Any person who violates the ROFR requirements shall be fined not less than $200
nor more than $1,000 for each offense. Each day that a violation continues shall

constitute a separate and distinct offense.

The Ordinance also confers a private right of action that allows aggrieved persons
to pursue legal and equitable remedies for violations of the Ordinance. All remedies
under the Ordinance are cumulative.

Are there any additional title requirements we can expect to see for
properties located in Block 606?

The requirements will likely vary depending on title insurance underwriter insuring
the transaction. If you are representing a client selling a rental property in the
affected area or the tenant(s) purchasing the property you may need to provide the

following:
e Return receipts from all notices mailed to the tenant(s), tenant association
and DOH.

e Copies of all notice and tenant association forms received by the owner.
e Copies of the rent rolls and leases.
e A copy of the third-party purchase offer with the waiver(s) of the ROFR.



