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January 19, 2010

Mr. John Chase

Mr. David Kidwell

Mr. Ray Gibson

Tribune Corporation

435 North Michigan Avenue

Chicago, IL  60611

I am providing this updated correspondence, following up on my letter of January 15, to respond to additional questions you have raised and to provide additional information I have uncovered.  It appears that after about 11 months of inquiry, the questions raised by the Chicago Tribune reaffirm that my personal code of conduct and compliance with a wide range of government ethics provisions have ensured that I have maintained ethical standards.  Mr. John Chase and Mr. David Kidwell, the lead Tribune investigative reporters, admitted to my spokesman that this investigation had uncovered:

· no evidence of a quid pro quo between my legislative acts and my private law firm clients;

· no evidence of favorable treatment of my clients by the Cook County Assessor; and

· no evidence of favorable treatment of my clients before the Cook County Board of Review.

These findings are consistent with my code of conduct, which simply states:
1. No State benefit is ever offered to gain a client and any potential client who seeks a State benefit is not accepted;

2. If a client of the law office requests my intercession with a State agency, I refuse; and

3. If a client of the law office expresses an interest in legislation such as to create a conflict of interest, I recuse myself from consideration of the bill.

For example, when Mr. Zell and the Tribune Company recently sought State assistance amounting to $100 million, I recused myself from any discussion or involvement due to the law firm’s representation of properties in which Mr. Zell had an interest.

Below you will find factual information responsive to the questions you raised in your January 8 and 13, 2010 communications with my spokesman, Steve Brown.  If there are additional questions, please feel free to bring them to my attention.

1. Whether my sponsoring a $3.5M State grant in 2003 to repave a private road at 76th and Kostner adjacent to the Ford City Shopping Mall and Tootsie Roll Plant was a conflict of interest?
The road improvement in question was located in my legislative district and was initiated solely at the request of the Ford City Condo Association, not the Ford City Shopping Center, Tootsie Roll or General Growth (the then-manager of Ford City Mall). Moreover, the Condo Association was the principal beneficiary of the repaving and the road is now public. The firm has never provided any legal services to the Ford City Shopping Center.  No official or representative of Ford City, Tootsie Roll or General Growth ever discussed these road improvements with me or the members of my law firm.  The firm represents Equity Commercial, the then-owner of the Mall, on other properties; represents General Growth on one office property and Tootsie Roll on two properties. 

As for any additional incentives received by Tootsie Roll in or around 1993, neither Tootsie Roll nor Equity Commercial, had any contact with either me personally or my law firm regarding that topic.  However, as I understand it, in 1993 Equity Commercial gave notice that it was not renewing Tootsie Roll’s lease, and Tootsie Roll sought help from the City of Chicago to stay in the city, rather than move its operations to Tennessee, North Carolina, or Mexico (all of which had offered relocation deals to Tootsie Roll).  City officials contacted Governor Edgar and then-Treasurer Pat Quinn for assistance, and the result was a plan for a $20 million low-interest loan to Tootsie Roll so that the company could purchase the property and stay in Chicago.  According to at least one published report, Governor Edgar, Mayor Daley, and Treasurer Quinn held a press conference to announce the State incentives in August, 1993.  The Chicago Sun-Times editorialized that the State incentives were a “win-win-win situation for the city, the company and its employees.”

In any event, Tootsie Roll did not discuss this issue either with me or my law firm.  In fact, my firm’s relationship with Tootsie Roll did not begin until after it purchased the property—prior to that time, it was a renter, not an owner, and did not owe property taxes under its lease.
2.
Whether my alleged request to the Director of the TRS Pension fund

to meet with Mr. John Cooke for purposes of serving as Manager of

a portion of the Pension funds was a conflict of interest?
Neither I nor any members of the firm have any recollection of Mr. John Cooke.  Assuming this contact occurred at TRS (although, parenthetically, I note that your apparent source is Jon Bauman, who was ousted from TRS at the urging of several officials, including me, after his role in a scandal at the Pension Fund was revealed), it is likely it was related to my numerous efforts and those of then-State Senator Obama to expand the role of minority asset managers at all Illinois pension funds.  Senator Obama had requested my assistance in asking Illinois pension funds to consider providing greater opportunities to minority managers, and I agreed to do so, sometimes with Senator Obama accompanying me and sometimes not.

Assuming Mr. Cooke was employed by Granite Partners, please note the firm was not retained by Granite Partners until September, 2006, well after the supposed contact was made with TRS.  The firm’s work for Granite related solely to contesting the 2006 assessment on a partially built affordable townhome project.  Our legal services were performed in calendar year 2007.  No services were rendered thereafter and Granite Partners is not currently a firm client.  Moreover, our records indicate that the firm billed Granite Partners for our services but was never paid.
You have subsequently suggested, on January 18, 2010, that the firm was retained by Community Builders, Inc. in 2005 on another property and that Community was a partner with Granite in the Arches at Oakwood Shore (the property managed by Granite).  First, Community may have an ownership interest in Oakwood Shores, but to the best of our recollection it was not disclosed to us.  We were retained to perform work for Oakwood Shores by Granite, acting as manager for the owner, Oakwood Boulevard, LLC.  Our 2006 appeal reflects this fact.  Second, we were not retained by Community to do tax work until January 25, 2006, and our first filing on their behalf was in that month.  Again, this is well after the alleged recommendation of Mr. Cooke to TRS.

3.
To what do I attribute the growth of the firm between 1998 and 2008 as measured by the alleged increase in the valuation of the real properties the firm represents?
First, during this time period the value of almost all commercial property rose dramatically.  The firm does not keep statistics on the aggregate amount of property values, percentage of assessment mistakes corrected or comparisons with other firms.  After an  exhaustive review of more than 20,000 property tax filings, Mr. Chase confirmed that “no favoritism or special treatment” was given the firm or its clients.  

Second, the firm does not track rates of success at the Assessor versus the Board of Review.  To the extent the firm in recent years has been more successful at the Board of Review, it may be attributable to a systemic difference of opinion between these assessing officials concerning the proper method of valuing the property.  The firm suspects this success ratio, if true, is experienced by most other practitioners.

Third, I would further point out that in the overwhelming majority of tax appeals filed by the firm, our fee is not tied to the amount of tax savings achieved.  Rather, the firm negotiates a fixed annual fee with our clients related principally to the amount of work estimated to be involved.  This is especially true of larger commercial properties.  Furthermore, our representation of these properties is typically secured through a competitive bidding process—i.e., we respond to RFPs issued by building ownership and/or management.
4. Whether it was improper for the firm to contact potential clients after a property had been rezoned by the City of Chicago?
The firm looks to various reports of new developments as one avenue of prospective business.  A report of a successful rezoning is one such report, as new projects, in particular, need real estate consultancy services.  Your letter references the Elysian Hotel and the managers of McClurg Court as two clients we contacted after rezoning was approved by the 42nd Ward Alderman.  Preliminarily, it is important to note that neither I nor the law firm had any input or involvement with the rezoning of these properties.  The Elysian Hotel and McClurg Court are clients of the firm.  However, our representation of McClurg Court was not related in any way to any rezoning report and the managers of McClurg Court are not our client.  We were retained by the property owner and to our knowledge the management firm played no role in our retention.  On one occasion, the firm did contact one of the principals of the management firm for potential work on another property, but our services were not engaged.  As a mature firm, most of the firm’s new business is obtained either by referrals from existing clients or through the RFP process.

5. Why did I vote “present” on an amendment to an existing TIF District in Hoffman Estates?

I voted “present” as an act of caution because I was unsure whether the firm  represented any  property within the newly amended TIF District that might directly benefit from passage of the bill.  In light of your strained attempts to link my legislative actions to clients of the firm who might remotely and incidentally “benefit” from such action, my caution appears well-founded.

6. Was my “support” in 2009 of an $18M expenditure of State funds for a new interchange on the northwest Tollway in Hoffman Estates a conflict of interest?
The completion of the tollway interchange you referenced has been actively sought by cities in the region for decades.  In addition to the Village of Hoffman Estates, which initiated the request to the Illinois Department of Transportation (“IDOT”), an adjacent hospital was the most vocal advocate.  In 2009, IDOT included this interchange project among many others in their 2010-2015 five year plan for road improvements.  IDOT’s plan was submitted to the Legislature as part of the 2009 Capital Bill which included numerous infrastructure improvements.  My support for this project consisted simply of voting “yes” for the entire Capital Improvements Bill.  This improvement was not sponsored by me and it was not done at the behest of any client or potential client.  Your letter alleges, but does not identify, “two developers” who supposedly retained the firm for tax work subsequent to the passage of the Capital Bill and whom you speculate might receive some benefit from this interchange.  I am advised by the other members of the firm that the only new client which could conceivably receive an incidental benefit from the new interchange, if and when it is built, is a small 50,000 square foot warehouse.  I have had no contact with this property owner at any time, and until you raised the point with me, I was unaware of even this remote connection.

IDOT indicates that the reason this project was included in the FY 10 IL Jobs Now program relates to the loss of a hospital in the area.  This loss requires another hospital to pick up emergencies on both sides of the interstate even though there is not direct access from the west.  The remaining hospital has agreed to pick up $1 million of the local share of this project, and the ISTHA has indicated that they are prepared to commit their share as well.

You indicated that Senator Noland and Representative Crespo told you that they discussed this project with me.  I am not certain that your representations are accurate.  Nor do I recall those specific conversations.  However, it is certainly possible that they took place.  It is perfectly routine for members to request that their legislative leaders support projects of this size in final budget negotiations among the four leaders and the governor.  The fact that I voted in favor of this project in a capital bill that contained myriad other projects, especially given that this project had the widespread support of local leaders and groups, is not the least bit surprising or improper. 

7. Have I Supported state road expenditures for a commercial development in Country Club Hills?

You indicate that two firm clients are seeking $20M in State road expenditures on a 464-acre commercial development in Country Club Hills and that this constitutes a conflict.  First, IDOT has indicated that they have made no such commitment and the only project funded was a small resurfacing project along Pulaski Road and Crawford Avenue.  Second, I have no knowledge of the commercial development in question, and my firm does not represent the development.  The developers you have identified, The Prime Group and Tucker Development, are clients of the firm on other properties.  Since neither I nor the firm has played any role whatsoever in this development and the purported request for State road funds, I do not believe that this constitutes a conflict of interest.

8. Whether my “approval” of a $1.8M  State project to rehabilitate a METRA train stop in Beverly is a conflict of interest because it is near a 15-unit apartment building owned by State Rep. Monique Davis, who retained us to represent the property for tax work?
My understanding is that METRA has sought this funding for over twenty years.  My further understanding is that this project is part of a much broader, $136 million plan to rehabilitate two dozen METRA stations and build new ones, all of which are the result of the recent omnibus capital bill passed in 2009.

In any event, I had no involvement with the initiation of this project and I did not “approve” it within the context of your question.  Again, I am almost certain this was part of the capital bill containing appropriations for numerous projects for which I voted “yes” (these Bills typically receive huge majorities).  Ms. Davis’s retention of our firm to file a tax appeal for her 15-unit apartment building (for which my firm did not receive a fee) was not related in any manner to my vote for this project.  Any benefit the rehab of the METRA stop may confer on her ownership of a small apartment building is speculative.

9. Whether my 2006 letter to State Pension Funds requesting they not invest in certain banks engaging in predatory lending practices constituted a conflict of interest?
It is with some irony that I respond to this question, given that I have been the leading voice in combating predatory lending practices of Illinois financial institutions from as early as 2000, when I asked the then-Department of Financial Institutions to promulgate the first set of administrative rules against this industry.  I warned then of the horrific effects of predatory lending on our neighborhoods and economy, a prediction that unfortunately came true this past year.  It is almost comical that you would attempt to take my efforts to fight predatory lending and attempt to impute some private financial motive.  A simple stroll through the neighborhoods of my district will explain my passion for this issue. 
Following the 2003 passage of the High Risk Home Loan Act, which essentially codified the 2000 administrative rules, we were faced with a new problem—federal law, which pre-empted our state law and allowed national banks (or institutions affiliated with them) to escape our regulation altogether.  Unable to do anything legislatively about this pre-emption, I tried a different tactic.  I asked our Illinois pension funds to cease doing business with any financial institution that engages in predatory lending practices.  If we could not regulate these predatory lenders, we could at least cut off State money to them.
At that time (and indeed, currently), it was extremely difficult to know which institutions engaged in predatory lending practices and which did not.  (It was in large part for this reason that I pushed through legislation (known as “House Bill 4050”) that created the predatory lending database in Cook County, so we could discover who was engaging in these harmful lending practices.)  The April, 2006 letter that you reference was an attempt to put the onus on the pension funds, who would then put the onus on would-be institutions seeking their business, to certify that they were not supporting predatory lending practices. 

Because we lacked a database or any listing of which institutions engaged in predatory lending practices, it is absurd to think that we could have intended to use this letter as a means of assisting our own clients at the expense of other institutions.  We did list four national banks in our letter for the simple reason that they were publicly resisting an investigation by the New York Attorney General into allegations of predatory lending, and they were doing so on the basis of federal pre-emption.  It merely underscored our point that there was only so much we could do legislatively, and that we needed the pension funds to help make sure the State was not giving business to these institutions that escaped our regulatory reach.

I am as proud of my decade-long fight against predatory lending practices as I am of anything I have ever done in the General Assembly.  It is flat wrong to suggest that suddenly, in April 2006, I developed an ulterior motive for this very public crusade. 

10. Whether my advocacy of affordable housing constitutes a conflict with the firm’s representation of certain affordable housing projects?


I acknowledge that I (together with most legislators) am a proponent of making housing available to individual and families of lesser means and that the firm provides real estate tax services to several affordable housing developments.  You indicate that I “sponsored and supported affordable housing legislation” and that clients of our firm received monies from that legislation (no particular legislation is identified).  First, the majority of State financing for affordable housing projects is provided through the Illinois Housing Development Authority (“IHDA”) and the IHDA Board, appointed by the Governor, determines which projects are funded, not the Legislature.  IHDA has a rigorous process of screening applicants and I have never contacted IHDA in support of an award of financing to any client or potential client.  Second, IHDA’s funds are provided through the Illinois Department of Revenue which receives an appropriation authorized by the Legislature.  My support of affordable housing consists of my “yes” vote on a general appropriation that includes some funds ultimately transferred to IHDA.  While it is always nice to have the firm characterized as the “pre-eminent tax appeal firm for affordable housing,” these appeals are a very limited part of the firm’s practice.  In my opinion, any benefit ultimately realized by a client of the law firm from my “yes” vote on a general Appropriation Bill is too remote and speculative to constitute a conflict of interest, particularly where all decisions on allocating the money to projects is made by an independent board over whom I neither have, nor seek to have, influence.

11. The firm’s relationship with Mayor Landek of the Village of Bridgeview and how the firm “came to represent” the Village and [Bridgeview] Bank.
An associate of the firm dealt with Mayor Landek and appeared before the Bridgeview City Council when he presented two or three applications for a Municipal Resolution to grant Class 6(b) Tax Incentive status to certain qualifying properties within the Village.  The Mayor was apparently impressed with the firm’s competence and retained the firm to handle a tax appeal on a commercial shopping center owned by the Village and for which the Village was responsible for real estate taxes.  Again, based on our performance, the Mayor requested us to do a tax appeal on a small 8,000 square foot office building in which he had an ownership interest in Summit, Illinois.  Mr. Landek was and is an employee of Bridgeview Bank and recommended our services to the bank.  We were subsequently retained to perform tax appeals on certain of the bank’s branch offices.  

12. My “involvement in State Expenditures” for State projects around Toyota Park in Bridgeview.
The short answer is I have had no involvement in such projects and to my knowledge the roads surrounding Toyota Park, with the exception of Harlem Avenue, are municipal roads and have not received any State funding.  I have not sponsored and am not aware of any state funding for the  portion of Harlem Avenue adjacent to Toyota Park.

13. Whether a State grant I sponsored for the Raven Theater on the north side of Chicago was a conflict of interest?
I acknowledge I sponsored a State grant for the Raven Theater, a not-for-profit Illinois corporation.  My sponsorship was made pursuant to the request of the local Alderman, Alderman O’Connor, as he had determined the theater was beneficial to the area.  The Raven Theater is not a client and the firm has no other association with it.  Following your inquiry, I learned that the Bridgeview Bank is one of the lenders to the theater by virtue of acquiring the loan portfolio of Uptown Bank which had held a loan on the property.  Until this week, I had no knowledge of this fact and never discussed my sponsorship of the State grant with anyone from Bridgeview Bank.

14. My role in the creation of the southwest homeowners assurance program.
A local homeowners group and other individuals in or near my legislative district requested I sponsor legislation authorizing a referendum to create a homeowners assurance program for the benefit of the neighborhood.  The referendum passed.  Ken Pannarella ultimately became the Executive Director of this program.  The program later sought legislative approval to make home improvement loans to residents and I assisted in obtaining legislative approval for this power.

Ken Pannarella’s position as Executive Director was by vote of the program’s board without any input from me.  Similarly, any positions Mr. Panarella has held with the Village of Bridgeview have been independent of any action taken by me.
15. Other instances where the firm’s clients have supposedly benefitted from government action “where there is less evidence of my personal involvement.”
a. The Art Institute of Chicago may have received a $3.5M State grant, but I do not recall any role in that grant.  The Art Institute is not a client of the firm; it owns the majority of space in two buildings developed by a firm client on behalf of the Art Institute.  Following completion of rehab, the developer / client leased first floor retail space from the Art Institute.  By virtue of a vertical subdivision, the developer / client’s retail space, which we represent, is subject to real estate taxes and the Art Institute’s space, which we do not represent, is exempt.  The Art Institute uses its space for student housing.  The grant you reference was not made at the instance of the client, and the State monies are to be spent for building a new wing on the Art Institute’s principal building, not at the properties where our client leases space from the Art Institute. 
b. The firm represents one property for Northern Trust Bank.  According to you, Northern Trust allegedly manages monies held in State pension funds.  To my knowledge, the choice of Northern Trust as a pension fund manager was made well before the firm’s representation of the property owned by Northern Trust.  Decisions on fund managers are made by the pension fund boards, and at no time did I make a recommendation to any pension fund to retain Northern Trust as manager.

c. The firm represents the 77 West Wacker Building in Chicago and United Airlines recently became a tenant.  You allege that United Airlines received $1.3M in State job grants, the inference being that without these grants United would not have occupied the building (an inference with which I strongly disagree).  First, the 

firm has represented 77 West Wacker for real estate tax purposes since its inception in 1991.  Second, I played no role in United Airlines becoming a tenant of the building and, third, I specifically played no role in its receipt of a State jobs grant.

These grants are made by a State agency, DCEO, and I have had no input with that agency regarding this grant.  
d. United Business Association of Midway is a local not-for-profit small business association (similar to a Chamber of Commerce) consisting of businesses within or near my legislative district.  I have assisted United Midway in obtaining State grants for operating expenses.  The firm does not represent United Midway.

I have endeavored to answer your numerous questions in good faith.  I trust my answers have resolved your concerns whether there are any conflicts of interest between my law practice and my public acts. 
Sincerely,

Michael J. Madigan

MJM:lc

cc:
Mr. Don Liebentritt, Executive Vice President and General Counsel

Karen Flax, Deputy General Counsel 
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