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I. PROJECT IDENTIFICATION AND OVERVIEW  
 
Project Name: The Strand Hotel 
 
Applicant Name: Historic Strand, LP 
 
Project Address: 6315 S. Cottage Grove (building) 6314 S. Maryland (land) 
 
Ward and Alderman: 20th / Cochran 
 
Community Area: Woodlawn 
 
Redevelopment Project Area: Woodlawn TIF Redevelopment Area 
 
Requested Action: Negotiated sale of vacant city land, city building, and 

designation of Developer.  
 
Proposed Project: The project includes the rehabilitation and historic 

preservation of the former Strand Hotel and the 
redevelopment of the adjacent vacant parcel for parking. 
The project will provide 63 housing units including 53 
affordable units for households earning no more than 60 
percent of the area median income.  

 
Appraised Market Value: $600,000 ($10 psf ) - Building 
 $75,000 ($6 psf ) – Land 
 Total Value $675,000 
 
Sale Price: $1 
 
Acquisition Assistance: $ 674,999 land write-down 
 
TIF Assistance: $2,000,000 
 
 
II. PROPERTY DESCRIPTION 



 
Address: 6315 S. Cottage Grove and 6314 S. Maryland 
 
Location: 63rd and Cottage Grove and 63rd and Maryland 
 
Tax Parcel Numbers: 20-23-100-004 and 20-23-100-007 
 
Land Area: Gross Land Area – approx. 15,625 Sq. Ft. 
 Gross Building Total - approx. 60,000 Sq. Ft.  
 Gross Land Area – approx. 12,500 Sq. Ft. (vacant parcel) 
 
Current Use: Vacant  
 
Current Zoning: Residential Business Planned Development 
 
Environmental Condition: The City required the applicant to obtain a Phase I 

environmental report which was submitted to DFFM 
(2FM).  A Phase II report has since been completed and is 
currently under review by 2FM. The land will be sold as-is 
with no warranties or representations as to its 
environmental condition, and it will be the responsibility of 
the applicant to complete any remediation that may be 
required by the City or the Illinois EPA.  The 
redevelopment agreement with the selected respondent will 
include release and indemnification language protecting the 
City from liability.  

 
Inventory Profile: The City acquired the land through a demolition lien in 

1995, and the building through tax foreclosure in 2002. 
 
III. BACKGROUND 
 
The Strand Hotel is conveniently located at 6315 S. Cottage Grove Avenue, just south of 63rd 
Street. Cottage Grove Avenue is the main north-south thoroughfare through the community, and 
63rd Street is the primary east-west thoroughfare, providing direct access to the Dan Ryan 
Expressway (I-90/94) 1.3 miles west, and to South Lake Shore Drive (via Hayes Drive), 
approximately 1.6 miles east. The parking lot will be accessible by way of Maryland Avenue, a 
southbound one-way street one block east of Cottage Grove, and via the alley immediately north 
of the building. 
 
Once a prominent feature of the thriving business district at 63rd and Cottage Grove, the Strand 
Hotel now sits vacant and is owned by the City of Chicago.  Constructed in 1914, the architectural 
features of this building, including the facade and interior lobby and public spaces, are largely 
intact.  The building was listed on National Register of Historic Places on January 29, 2013. 

 
The City acquired the land through a demolition lien in 1995, and the building through tax 



foreclosure in 2002. In 2011, the developer submitted an application as part of the City’s 
Multifamily Housing Low Income Housing Tax Credit (LIHTC) funding round.  In January 
2012, the developer was invited to submit its stage two application for the project and ultimately 
was approved to proceed as the selected developer of the site. 
 
Based upon the most recent market study completed by American Marketing Services, Inc., the 
subject property is located in the Woodlawn community, near the busy commercial intersection 
of 63rd Street and Cottage Grove Avenue. The immediate area is comprised mainly of large 
institutional land-uses and small commercial and mixed-use buildings. While some of the 
commercial buildings are in good condition, large proportions are older and show signs of 
deferred maintenance. In addition, some of the older storefronts are currently shuttered. The 
residential blocks consist primarily of two-flats, three-flats and small multifamily buildings. 
Some blocks in the neighborhood show the negative effects of decades of disinvestment and 
decline, with a high concentration of poverty and numerous vacant lots and boarded-up homes. 
Nonetheless, there has been new housing development and renovation activity, particularly to the 
north and east of the development site. 
 
One block north of 63rd Street, on both sides of Cottage Grove, is Woodlawn Park, the large-
scale community redevelopment initiative at the site of the former Grove Parc Plaza housing 
development. Woodlawn Park was awarded a Choice Community Initiative grant from HUD, 
which brought over $30 million in comprehensive redevelopment funding to the community. The 
first phase of the development is complete and occupied, while the second phase is under 
construction. When complete, Woodlawn Park will provide more than 400 units of new mixed-
income family housing, as well as senior housing, commercial space and shared recreational 
amenities.  The site has moderate access to shopping and services. A grocery store, pharmacy, 
convenience store, and restaurants can be found within one block of the site. 
 
Land uses north of 61st and east of Cottage Grove are dominated by the University of Chicago’s 
South Campus. The ongoing redevelopment project includes dormitories, classrooms, medical 
offices, a 1,000-space parking facility and the Reva and David Logan Center for the Arts. 
 
The Primary Market Area (PMA) for the Strand Hotel includes the area bounded by the Dan 
Ryan Expressway (I-90/94 ) on the west; 79th Street on the south; Stony Island and Cottage 
Grove on the east; and 60th Street and Garfield Boulevard (55th Street) on the north. The PMA 
encompasses the entirety of the Woodlawn community, as well as portions of the Washington 
Park, South Shore, Greater Grand Crossing and Avalon Park communities.   
 
According to the market study, it’s expected that 75% of the prospective renters at the Strand 
Hotel will come from the PMA. Additional demand is expected to come mainly from other 
portions of the city’s south side. The PMA is predominantly African American, with this group 
representing 91.8% of the 2013 population. The remaining population is 3.4% White, 1.8% 
Latino, and 2.9% other; little change is projected for the next five years.  
 
Householders in the PMA are generally older than those in the city of Chicago as a whole. In 
2013, 4.0% were under age 25 and 55.3% were between 25 and 54 years of age. By comparison, 
in the city, 4.6% were under 25 and 60.7% were 25 to 54. Some 41.0% of PMA householders 



were over the age of 55, compared to only 34.7% in Chicago. By 2018, households in both the 
PMA and Chicago are projected to trend older, with the proportion of householders between the 
ages of 25 and 54 years falling to 52.8% in the PMA and 59.4% in the city. During the next five 
years, the 55 or older age group is projected to rise to 43.4% of the PMA and 37.1% of the city. 
 
Household sizes in the PMA closely mirror those of the city as a whole. From 2000 to 2013, 
the average PMA household size decreased 6.8%, to 2.48 persons, while the city average fell 
6.4%, to 2.50 persons. During the next five years, household size is projected to fall only 
slightly.  In 2018, average household size is expected to be 2.46 persons in the PMA and 
2.47 persons in Chicago.  The household size distributions were also similar in the areas 
examined. In 2013, 36.4% of PMA households consist of one person, compared to 35.5% of 
Chicago households. Households with one or two persons, which are expected to comprise 
demand for the proposed units, comprise 61.3% and 62.9% of the two areas, respectively. 
 
The median household income of the PMA is lower than that of the city of Chicago, and 
income growth over the past thirteen years has been slower. In 2013, the PMA median income of 
$25,543 was a full 42.9% lower than the Chicago median income, and median household income 
is expected to change very little over the next five years in both areas, with a slight decline of 
0.6% in the PMA. 
 
 
IV. PROPOSED DEVELOPMENT TEAM 
 
Development Entity:   
 
Developer:               Holsten R.E. Developer and HHDC, NFP (Peter Holsten, President) - 

Holsten Real Estate Development Corporation has developed over 2,400 
units of housing with a total development cost of over $500 million. Each 
of these projects has used multi-layered financing including Low-Income 
Housing Tax Credits, Historic Tax Credits, New Market Tax Credits, 
Illinois Affordable Housing Tax Credits, TIF financing, Federal Home 
Loan Bank loans, and conventional construction and mortgage loans 
among other sources. In addition to development, Holsten manages its 
own projects.   

 
General Contractor:     Linn Mathes, Inc. has worked with Holsten Real Estate Development 

Corporation on several successful and on-budget projects including 
Parkside of Old Town, Hilliard Towers Apartments, and the Lawndale 
Restoration project.  Linn-Mathes has a substantial track record dating 
back more than twenty-five years in achieving affirmative action goals.  In 
addition, it has consistently met the requirements of the Chicago of 
Chicago, Illinois Housing Development Authority, and the United States 
Department of Housing and Urban Development. 

 
 
Architect:                    Johnson & Lee Architects is an award winning design-oriented 



architectural and planning firm with thirty years of experience and 
provides a wide range of services on the design and construction of office, 
commercial, residential, institutional and interior projects. The firm’s 
work is based upon budgetary guidelines, scheduling, technical skills, 
sustainable designs, energy efficient, green technology and an awareness 
of the human factors that must be considered to produce architectural and 
planning excellence. 

 
Attorney:                     Applegate & Thorne-Thomsen was formed in 1998 to serve its clients in 

all aspects of development, ownership, financing and investment in real 
estate.  The practice includes experience in various HUD grants and loan 
programs for multi-family housing, public housing redevelopment 
programs, transfers of physical assets, loan management matters and other 
publically financed, assisted and insured lending transactions involving 
multifamily properties.   

 
Historic Consultant:    Anne McGuire and Mark Igleski are the principals and owners. Anne 

McGuire with over 30 years of experience and Mark Igleski with over 20 
years of experience, serve private and public clients in architecture and 
historic preservation. McGuire Igleski & Associates has on staff LEED 
Accredited Professionals certified by the U.S. Green Building Council and 
are members of the American Institute of Architects. McGuire Igleski & 
Associates, Inc. is an architectural firm offering the full range of 
professional services and historic preservation services.  They are a 
certified WBE and DBE firm serving governmental agencies, public 
entities and private clients. In addition, they work in partnership with other 
architectural and engineering firms.  

 
V. PROPOSED PROJECT 
 
Project Overview: A proposed residential business planned development by Historic Strand, LP 
for the property generally located at 6315 S. Cottage grove avenue and 6314 S. Maryland 
Avenue.  The applicant proposes to rehab and renovate the former strand hotel into a mixed use 
commercial/residential building.  The proposed building is a five-story building containing 63 
residential units and three commercial units on the ground floor.  There will be 62 residential 
units on floors two through five, and one residential unit for the on-site building manager. The 
project will also include a surface parking lot on south Maryland avenue consisting of 30 parking 
spaces, two (2) of which will be accessible spaces. There will be 46 spaces for bicycle parking 
located in the strand hotel building, and there will be two exterior bike parking spaces. 
     
A site plan, floor plans and elevation are provided as exhibits to this report. 
 
 
 
 
Residential Unit Profile: The following tables provide detailed descriptions of the market-rate 



and affordable components of the proposed project.   The subject property will provide a total of 
63 housing units of which 53 units will be affordable for households earning no more than 60 
percent of the area median income.   These units will satisfy the Chicago Affordable 
Requirements Ordinance, which requires 10 percent of the total units to be affordable in projects 
developed on land sold by the City or 20 percent of the units in projects receiving TIF assistance.  
 

Rental Unit Profile 
 

Unit Type # of Units* AMI % Size-sf 
Rent paid 
by Tenant 

Monthly Rent 
Received by 

landlord 
Total Monthly 

Rents 
FMR for 

Area 
Studio 3 60% 350 $ 525 $ 525 $   1,575 $716 
One BR 10 50% 580 $ 575 $ 575 $   5,750 $836 
One BR 40 60% 580 $ 674 $ 674 $ 26,960 $836 

Studio 9 
Market 

Rate 350 $ 625 $ 625 $   5,625 $716 
Total 62 Units 50%-MR 33,780 sf   $ 39, 991  

*Total of 63 units including the one bedroom Residential Manager’s Unit. Tenants pay electricity and water heating. 
 
affordable rent paid by the tenant is based on the tenant’s income and not on market 
comparables.  The maximum rent for each defined “affordable” income level is published 
annually by the US Department of Planning and Development and listed according to building 
construction type (i.e. apartment, townhouse, house), number of bedrooms and household size.   
Rent per square foot is not considered except that HUD housing quality standards and Chicago 
zoning and building codes set minimum room and unit sizes.  Different federal funding 
development and operating support sources may have different maximum income and rent 
restrictions. 
 
When developers determine the rent to charge for a project that is using HUD program subsidies 
through one of the City of Chicago’s Multifamily Financing programs, the developer is required 
to establish market-area rents by commissioning a market study of the targeted market area. The 
developer is allowed to charge the lesser of HUD-estimated Fair Market Rent or the rent cap by 
income group (i.e., the 60% rent), but must also take into consideration the localized rent for the 
development’s targeted market area, which is often much lower than the HUD FMR, and may be 
the same as, or even lower than, the affordable” rent levels.  
 
Environmental Features:  
 
The building will include a number of environmental features such as energy efficient window  
and appliances, and low VOC paints. Downspouts from the building will be connected to a 55  
gallon rain barrel at the south side lot. This will recapture stormwater runoff for use as irrigation.  
Also, the development site provides permeable pavement for all parking areas to allow for  
infiltration, and also detaining detention for 100-year storm event. This system captures the  
stormwater runoff and recharges the groundwater table. It also prevents excess stormwater from  
reaching the municipal sewer main, thereby providing relief for the City water treatment plants. 
VI. FINANCIAL STRUCTURE 



 
The project includes the historic preservation and rehabilitation of the former Strand Hotel.  The 
new construction includes 63 studio and one bedroom units, including one residential 
management unit.  Of these units 53 will be affordable for tenants with incomes at or below 60% 
of AMI.  In addition to the land write-down and the $2,000,000 in TIF, which represents 11.65% 
of the total project cost, the City will include a Multifamily Loan amount of approximately 
$4.7M , up to $1.25M in 9% Low Income Housing Tax Credits (LIHTC), and up to $337,500 in 
Donation Tax Credits (DTC’s).  Other project financing will include $155,000 in DCEO funds 
and approximately $3.7M in Historic Tax Credits (HTC). Together the LITHC’s, DTC’s, and 
HTC’s will generate approximately $15.7M in Tax Credit Equity for the benefit of the project.  
 
The TIF will be provided from area-wide increment, and based on availability, and will be paid 
out partially during construction, and partially after construction completion.  The total TIF 
payment of $2,000,000 is estimated to be paid in two payments, $1,000,000 in the second half of 
2014 and $1,000,000 at certificate of completion. The units are required to maintain the 
affordable rents and occupancy restrictions for a minimum of 30 years as a condition of the 
financing. The total project cost is $22,916,932. 
 
The following table identifies the sources and uses of funds.  
 
Sources Amount           % of total 
*Equity  $15,748,564   68.72% 

• LIHTC($12,410,008) 
• HTC($3,338,556) 

HOME(City)  $  4,709,618   20.55% 
**TIF(City)  $  2,000,000      8.73% 
General Partner Equity  $       10,000     0.04 %   
IHATC(City DTC’s)  $     293,750     1.28% 
DCEO Grant  $     155,000     0.68% 
Total Sources  $22,916,932    100% 
*Project will have a construction loan of approximately $12.3 M which will be paid off by equity and TIF. 
**$1M in the TIF funds will be provided during construction and remainder at Certificate of Completion, and the  
developer will provide a bridge loan to cover the remaining $1M TIF amount through construction completion. 
 
Uses  Amount          $/sf of Building* 
Land Acquisition  $                1   $ 0 psf 
Hard Construction Costs (68.2% of TPC) $15,638,810   $ 188.97 psf 
 
Soft Costs 
Architect’s Fee (4.98% of hard costs)  $     778,218   $  9.40 psf 
Loan Origination Fee (0.79% of loan) $     100,000   $  1.21 psf 
Legal Fees (1.1% of total costs)  $     575,000   $  6.95 psf 
Marketing (0.82% of total costs)  $     188,760   $  2.28 psf 
Loan Interest (3.71% of total costs)  $     850,000   $10.27 psf 
Environmental (7.24% of total costs)  $  1,660,000   $20.08 psf 
Reserves (5.24% of total costs)  $  1,200,000   $14.50 psf 
Developer Fee (4.36% of total costs)  $  1,000,000   $12.08 psf 
Other Soft Costs (4.04% of total costs) $     926,144   $11.19 psf 



Total Soft Costs (31.8% of total costs) $  7,278,122   $87.94 psf 
Total Uses  $22,916,932   $276.91 psf 
*Gross building area is 82,758 square feet 
 
VII. PUBLIC BENEFITS 
 
The proposed project will provide the following public benefits: 
 
Affordable Housing: The project will provide 53 new affordable housing units.  
 
Property Taxes: The project will expand the tax base by returning a tax exempt property to the 
tax rolls. 
 
Environmental Features: The project will incorporate permeable pavers and rain barrels, and 
the building with meet Chicago’s energy star rating requirement. 
 
Construction Jobs: The project will produce at least 75 temporary construction jobs. 
 
Affirmative Action: The developer will comply with the requirements of Chicago’s affirmative 
action ordinance, which requires contract participation of 24% by minority-owned business 
enterprises (MBEs) and 4% by woman-owned business enterprises (WBEs).  The developer has 
provided notification of the proposed project, by certified mail, to several associations of 
minority and women contractors.  A sample version of the letter and copies of the post office 
receipts for the certified letters are presented as exhibits to this report. 
 
City Residency: The developer will comply with the requirements of Chicago’s city residency 
ordinance, which requires that at least half of all construction-worker hours be filled by Chicago 
residents.  The developer will also comply with the requirement that all construction jobs are 
paid the prevailing wage. 
 
Permanent Jobs: The project is estimated to generate 2 permanent jobs in maintenance and 
property management.  
 
VIII. COMMUNITY SUPPORT 
 
Alderman Cochran endorses the project and has provided a letter of support (see exhibits for 
copy). 
   
IX. CONFORMANCE WITH REDEVELOPMENT AREA PLAN 
 
The proposed project is located in the Woodlawn TIF Redevelopment Project Area.  The 
proposed project will satisfy the goals of the area’s redevelopment plan by providing new 
commercial and residential development, and the rehabilitation of existing structures.  The 
implementation strategy for achieving the plan’s goals envisions the sale of City land for 
residential or mixed use development.  The proposed project also conforms to the plan’s land use 
map, which calls for mixed use development at the subject site.   
 



X.  CONDITIONS OF SALE 
 
If the proposed resolution is approved by the CDC, DPD will release a public notice announcing 
the proposed sale and seeking alternative development proposals.  The public notice will be 
published in one of Chicago’s metropolitan newspapers at least once for each of three 
consecutive weeks.  If no responsive alternative proposals are received within 30 days of the 
publishing of the first notice, the department will accept a good faith deposit from the proposed 
developer, and a redevelopment agreement will be negotiated.  The redevelopment agreement 
will incorporate the parameters of the proposed project as described in this staff report.  
 
It is DPD policy that no business will be conducted with a development entity whose any 
principal has outstanding municipal debts (such as unpaid parking tickets, unpaid water bills, 
unpaid business licenses, and others), is in arrears of child support payments, or who is a debtor 
in bankruptcy, a defendant in a legal action for deficient performance, a respondent in an 
administrative action for deficient performance, or a defendant in any criminal action.   
Closing of the sale of the property will not occur before the City Council has approved the 
redevelopment agreement, the developer has obtained all necessary City approvals including 
zoning and building permits, and the developer has presented proof of financing.  The documents 
will include a development timetable. 
 
XI. RECOMMENDATION 
 
The Department of Planning and Development has thoroughly reviewed the proposed project, 
the qualifications of the development team, the financial structure of the project, the need for 
public assistance, its public benefits, and the project’s conformance with the redevelopment area 
plan, and DPD recommends that the CDC approve the sale of 6315 S. Cottage Grove and 6314 
S. Maryland to Holsten Real Estate Development Corporation, Historic Strand LP, or it’s related 
entity  for the rehabilitation and historic preservation of the former Strand Hotel for the purpose 
of affordable housing, and the redevelopment of the adjacent vacant parcel for parking, and 
recommends the designation of Holsten Real Estate Development Corporation,  Historic Strand 
LP, or its related entity as Developer. 



 
EXHIBITS 

 
TIF Project Assessment Form 

Redevelopment Area Map 
Neighborhood Map or Aerial 

Survey or Plat 
Site Plan 

Typical Floor Plan 
Front Elevation or Rendering 

Sample M/WBE Letter 
Copies of M/WBE Certified Letter Receipts 

Letter of Interest from Lender 
Alderman’s Letter of Support 




























































































































































































