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Albert F. Hokeld R

Agda L Bamss Since the beginning of April, 1990, the Board of
Carter Bthics has received several requests from
s individuals seeking advisory opinions as to the
Mariese O. Rankia propriety of their continued participation in the
Catherine M. Ryan Urban Homestead Program and the Section 312
Suiee 530 Rehabilitation Loan Program.- Max. 990, the
308 West Randolph Sireat Board-received a request from Y{iNDIViIDUAL A
Qi Biinols 60606 Until April the Board of

familiar with these programs nor had it reviewed .
- these programs in light of the Governmental Bthics
Ordinance. Once brought to the Board's attention, '
an investigation was initiated and extensive
resgarch was conducted in each of these cases. -
These requests raised two distinct issues: (1) :
Whether - City employees can receive property from
the City through its Urban Homestead Program; and %
(2) Whether City employees can receive loans from
gtogrm administer or funded by the City, -
ncluding funds from the Section 312 Loan Program.-

On August 10, 1990 the board concluded that, as a
general matter, the Governmental Ethics Ordinance
prohibits City employees from participating in the
. Urban Homestead Program. However, based on the

totality of the circumstances in this particular
case,

it is the Board's opinion tha

e require it to conclude that " INDMIDVAL

should be allowed to continue to participate

e Program. With regard to the issue of
. programs, the board concluded that
8k may not receive loans for $5,000

' [oan programs administered by the
City, including Section 312 Rehabilitation loans.

The Board of Bthics is the agency charqged with the
responsibllity of faithfully interpreting the
Governmental Ethics Ordinance. It renders
advisory opinions which are consistent with the
language, purpose and goals of the Ordinance.
When appropriate, the Board makes recommendations
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'urther actlon. Recommendations refl
- in this case shall be forwarded to peer. x

ng to its decisions, the Board made a thorough review of
the Urban Homestead Program and the Section 312 Rehabilitation
Loan Progrg and cond ad __extensive research of the facts
surrounding 3 particular situation. Our review
of the Urba Program indicates it was designed to
provide homes to low and moderate income families that reside in
the City of Chicago. The Program is administered by the City's
Department of Housing., Homes needing substantial rehabilitation
are made available to qualified winners of a random public
drawing (the Housing Lottery). ~Eligible winners purchase their
selected property for $1.00 and they proamise to fulfill
obligations stipulated in the Homesteader's Purchase Agreement,
which among other things requires the Homesteader to bring the
Pr:sérty; into City code compliance. Prior to the conveyance of
conditional title, the property: involved belongs to the City.

reviev oti :NDN\DUAL.-%A'S‘;- circumstances

The Board's
revealed the

follow

NOWibUAL A B

the lottery in (NN - o

won

unila: June of 1988 that she & winner, . Of DE L -
receiving notice that she “the lotter ' :
became employed by:the City of Chicago. . Her ADDLICALIOL _
Urban Homestead Program yag received on SNSRI that
applicationfiNbiiDual A 3§ 3d that she W oyed by the
City of ChicCago e T I TE i D « As
a lottery winne @ was given thé OppOrty y O KU the
necessary eligibility reguiremer inder the program. On two
geparate occasions o i . the Department of
Housing requested and reéceived verification of her enfloyment
with the City of Chicago. On these occasions her eligibility in

the Urban Homestead Program was not questioned.

2 all eligibility requirements

and her husband, INDviDVAL B
ader's Purchase Agreement with the
claim deed from the City was
g conditional title to the property
avarded under the program. Subsequent to this, City inspectors
determined the work he done and accepted bids from
contractors. Moreover, W iNDIviDvAL A | vas required to pay
approximately $125.00 an_ab : rty they were
to be awarded. RN applied for a
gsection 312 loan for $<20,500 SNOTTLY BArtér, plans were
made for them to receive smaller loans of approximately $4,000
each from the Chicago Energy Savers Fund and the Neighborhood

Y. On &3
recorded gran




oan Program. The Department o usi
DNBUAS Ad B | in __f;_pgling and applying for these

In anticipation of receiving the property chosenjmovriodlyAend

rchagsed furniture for their new home. The total purchase was
f: the amount of approximately $4,000. It was purchased on a
lay-a-way requiring monthly payments. Ml_fpproxiutely
$800,00 8till owed on it.  Becauge NOWVoUAs AevB} 1jve in an
apartment, they are now faced with the dilemma of what they will
do with this additional furniture once payments are completed.

—

WpvouALs As4g) vere notified that their 312 loan:
| deen oved and a settlement date was scheduled. : However,.
| oVe ROLL iat - this “loan was. pu :

ing
fthey

fecelpt of property itself un:
' ' Since that t

ersatio u;h.;‘:@l;oamag.lthi._qg stat
. IVOVAL A - I also inditated that, in addition to
considerable e in the whole process, she regularly deferred
signing a lease on her present apartment with the expectation

that her situation in the Homestead Program would be resolved in
the near future.

ISSUE I3 llhether‘ City employees can receive property from the
City through its Urban Homestead Program. '

The Board has concluded that City employees are prohibited by the
Governmental Ethics Ordinance from receiving property through the
Urban Bomestead Program. The Board, in coming to this
determination, looked to Section 26.2-11 of the Ordinance. . This
section contains two provisions which prohibit City employees
from receiving property under the Urban Homestead Program. The
girst provision that the Board reviewed prohibits an employee
from having a financial interest in a contract of the City when
the consideration of the contract is pa{d with Funds which Eelong
to or are administered by the City or when the consideration of

the contract is authorized by ordinance. The exact language of
Section 26.2-11 is as follows:

‘Ko elected official or employee shall have a fipanciél_
interest in his on name or in the name of any other . -
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ferm in any ooattact, work or business of the City or’
n the sale of any article, vhenever the expense, priee
 sale is paid with:funds belonging n .
the City, or is authorized by ordinance. ' Co o
for property taken pursuant to the citf's ‘eminent
domain power shall not constitute a financial interest
vithin the meaning of this section. Unless . s0ld
pursuant to a process of competitive bidding following
public notice, no elected official or employee shall
have a financial interest in the purchase of any
roperty that (i) belongs to the City, or (ii) is sold .

or taxes?if.or;,aammnts. or {111) is s%l&-:by vittf of
-‘-:uit of the ci,@_ e WO

One deﬂnltlon-- of . nancnl intc:ut in thc Ethics Ordinance inf

"any interest with a cost or present value of $5,000.00 or more."

: _xouctnd_e_r"fo -

vhich one vonhlad _‘rcooive, under the .

“up ntexe Dbenefits
city's consideration ot 't :
Homestead property, and the contract : 1n quution ‘is the

Homesteader's Purchase Agreement. llouove:. the transfer of the

property to the Homesteader is made pursuant to City Council
ordinance. Consequently, the Board was coapelled to conclude
that any employee who enters into the Homesteader's Purchase
Agreement with the City would have a financial interest in a
contract, the consideration of which is authorized by ordinance.
This conduct is clearly prohibited by the Ethics Ordinance.

Additionally, on this same issue, the Board looked to the
provision of S8ection 26.2-11 which prohibits an employee from
having a financial interest in the rchase of property which
belongs to the City. Our research shows the Homestead %rogran
Involves a purchase of City property because the Homesteader
receives property by quit claim deed from the City in exchange
for $1 and the promise to fulfill obligations stipulated in the
Homesteader's Purchase Agreement. An exception to this part of
the provision exists for rty sold by the City pursuant to a

process of competitive bgdd ng. However, since the Homestead

Program does not involve competitive bidding at any point of the
process, - this exception does not apply..
this provision required it to conclude
‘-__(havc a ' financial

: that an esployee
nterest. ia the . purchase of prop

or consideration of the contract ork, business or -

gSection 26.2-1(1)(ii).: Our research indicates that the pxopi*ty_;x' :

the benefit

%
x
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bélongs to the City if they entered into the Homesteader's
Purchase Agreement with the City. Accordingly, it is the opinion
of the Board that Section 26.2~11 of the Ordinance prohiblts City
employees from receiving property through the Homestead Program. -

Our investigation reveals thatl/NMViDvAL A B entered into the
Homesteader's Agreement on G I Under Section 26.2-
41, penalties may be imposed on employees for a violation of the
Ethics Ordinance. Based on the opinion stated above, the
question with. was necessarily confronted was
whether (NDIVIDUAL Aand should be allowed to continue to
participate in the Urban Homestead Program. '

This case presented a very unique and difficult situation to the
Board. The uniqueness of the case in the first instance centers
on the fact that considerable luck is r ,
become a Homesteader. Under this proqran,imn'mwm. A
name had to be randomly chosen at the public drawing known as the
Bousing Lottery. This "luck of the draw" requirement
distinguishes the Homestead Program from all other programs
previously analyzed under Section 26.2-11 of the Ethics
Additionally, the Board took notice of the fact that
iNDIVIDVAL A B hecame a lottery winner prior to the time she became
employ by the City. hes es, when viewed in

1ight of the totality of {NbdwiovaL A's [T circumstances, gave
the Board much to consider in coaing to its decision.

throughout her participation in the Program $indwivacs SEES
acted in good faith and in reliance on the affirmative actions of
others to her detriment, She 4id not conceal the fa

City employee. The initial application filed onm
*clearly states her employer as the City of Chicago.
ubsequent documents which she was required to also
verify this fact, Yet, until recently { nowibvaL 4 was
allowed to participate in the Program.
Moveover, since winning the Lottery both ‘mbt\noum. A H and
the City have expended substantial sums o me, o and
money. The Board conclude be a great loss to
everyone concerned, shouldW rNbDivibuAl A not be permitted to
continue in the Program. Among other ngs, contracts have been
entered into, title to the property transferred, credit checks
run, inspections and appraisals completed, bids received, and a
contractor selected. Under these circumstances, for the Board to
negate what has already been ‘done would be unconscionable,
Therefore, in coming to our decision on this matter, we

considered not just the letter of the Ordinance but the
principles of equity, good consclence and justice.
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For the foregoing reasonsa the annot in this case make the
recommendation that {inpvitvac i@ be prohibited from further
participation in the Program. We have concluded that to do so
would be highly inequitable and unjust.

1SSOUE II: Whether City employees can receive loans from
programs administered or funded by the City,
including funds from the Section 312 Loan Program.

The Board also reviewed Section 26.2-11 to determine whether City
employees are eligible to participate in Section 312 and other
loan programs. As previously discussed, no City employee may
have a financial Iinterest in any contract when the price or
congideration of the contract is paid with fundas administered by
the City. It is our understanding, based upon our review of the
Section 312 Loan Program, that HUD provides loan funds which the
City Department of Housing administers. 1In past decisions of the
Board, it has been determined that the Ethics Ordinance prohibits
City employees from receiving loans of §5,000 or more from
programs administered by the Department of Housing (e.g. Case No.
89121.A). In that case, the Board of Ethics determined that the
loans fell within Section 26.2-11 of the Ordinance because: (1)
loan agreements are contracts; and (2) the loans in question were
administered by the City. Por these reasons, it is the Board's

opinion in this case that City employees are prohibited from
receiving loans of $5,000 or more from loan progr ‘administered

by the City. This opinio% allows Qinmvibuar A - tO receive
Toan funds of less than $5,000 throug P administered

by the City. Loans for $5,000 or more would constitute a
violation of the Ordinance.

CONCLUSION:

The Board's determination and recommendations to the BHousing

Department based upon thi_m.talltv of cumstances in this case
are as follows: (1) that™ iNdMIDvAL A be allowed to continue

her participation in the Urban Homestead Program, so long as she
eet the conditions of the Program; (2) thatP—momnuM.A g
may not receive funds of $5,000 or more from ISANW programs

‘administered by the City.

RELIARCE:

An advisory opinion issued for one case is not a sufficient basis
for inferring legal permissibility or impermissibility of conduct
in other cases, even though cases may be similar in some
respects. This advisory opinion is based on the specific set of
circumstances described above. It should be relied upon for
legal guidance only by the following persons: (1) persons
involved in specific transaction or activity with respect to
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which an advisory opinion ismrehdered, or'(zj persons involved in
a specific transaction or activity which is indistinguishable in

all its material aspects from the transaction or activity with
respect to which an advisory opinion is rendered.

cc: Michael Schubert, Commiséioner
Department of Housing

Kelly Welsh, Corporation Counsel
Department of Law
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