How WEALTHY INVESTORS ARE
MAKING MILLIONS EXPLOITING
ILLINOIS PROPERTY TAX LAW

Their profits come at the expense of
Black and Latino communities
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OVERVIEW

Hedge funds, private equity firms and real estate inves-
tors have made millions of dollars by exploiting a little-
known loophole in Illinois’ property tax law, siphoning
nearly $280 million away from schools, parks, libraries,
fire departments and other government agencies during
the past seven years, a study by the Cook County Treas-
urer’s Office has found.

The loophole — a key source of profit for private inves-
tors — can be found in a subsection of the Illinois prop-
erty tax code dealing with the sale of delinquent
property taxes.

The investors, known as tax buyers, pay a property
owner’s delinquent taxes hoping to later recoup their in-
vestment from owners who repay at interest rates that,
after three years, can climb as high as 54%.! If the owner
does not pay their delinquent taxes, including interest
and fees — a transaction called “redemption” — the tax
buyer can seek a court-ordered deed to take ownership
of the business or home.2

Institutional tax buyers, many of them headquartered
outside of Cook County, often do not want to take own-
ership of a property, having determined it was not worth
pursuing in court.?

An Illinois law that tax buyers helped to rewrite gives
them an out: the “sale-in-error” statute.*

1 “Due Dates, Delinquencies, and Enforcement of Payments,” Illinois Property
Tax Code, 35 ILCS 200/Art. 21. Section 21-215 states the maximum penalty
bid is 9%, and Section 21-355(b)(6) states that penalty is multiplied six
times for the last period to redeem.

2(351ILCS 200/22-30, 22-40). See “Petition for deed” and “Issuance of deed;
possession.”

3 Cecil Smart et al,, Cazenovia Creek Funding 11, LLC Caz Creek TX, LLC, (New
York: Kroll Bond Rating Agency, 2018). One tax buyer, Cazenovia Creek of
Charlotte, N.C,, has foreclosed on only 120 properties out of a total of more
than 326,000—or about.00037%.

4(35ILCS 200/21-310). “When, upon application of the county collector, the
owner of the certificate of purchase, or a municipality which owns or has
owned the property ordered sold, it appears to the satisfaction of the court
which ordered the property sold that any of the following subsections are
applicable, the court shall declare the sale to be a sale in error...”

5 “Motion to Vacate Tax Sale,” In the Matter of the Application of the County
Collector, Etc., Petition of Real Tax Acquisition, LLC, Case No.
2018C0OTD004729, December 5, 2019.

Sales in Error | Overview

The sale-in-error statute exists to vacate, or undo, tax
sales that should never have taken place, including when
a property owner had paid their taxes before the sale;
the property was government owned; the property was
owned by a church or other nonprofit group; or the
property was part of a pending bankruptcy at the time of
the tax sale.

However, tax buyers have been exploiting the statute to
overturn tax cases and to get their money back — with
interest — for reasons that would not be allowed in
other states.

Tax buyers have received their money back for “errors”
because the Assessor’s website stated a home had no air
conditioning when it did have air conditioning;> a home
was made of stucco when it was made of brick;é and an
existing two-story commercial building had zero square
feet of space.”

The Treasurer, as the county’s tax collector, must refund
all taxes, costs and fees to the private investors for such
“errors,” and often pays interest — up to 12% per year.8.?
When a tax sale is undone by a sale in error, the money
paid to tax buyers comes from the accounts of often
cash-strapped local governments in Black and Latino
communities. The property is returned to the delinquent
tax rolls.10

6 “Petition for Order Declaring a Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of Eeservices Inc., Case No.
2018COVT001541, August 9, 2018.

7 “Petition to Vacate Tax Sale,” In the Matter of the Application of the County
Treasurer, Etc., Cazenovia Creek Funding I, LLC, Case No. 2016COVT001660,
August 25, 2016.

8 (35ILCS 200/21-315(b)). “Interest shall be awarded and paid to the tax
purchaser at the rate of 1% per month from the date of sale to the date of
payment, or in an amount equivalent to the penalty interest which would be
recovered on a redemption at the time of payment pursuant to the order for
sale in error, whichever is less.”

9 (351ILCS 200/21-320). “The interest under this subsection shall be calcu-
lated at the rate of 1% per month from the date the other taxes were paid
and not from the date of sale.”

10 (35 ILCS 21-310(d)). “... [T]he county collector shall, on demand of the
owner of the certificate of purchase, refund the amount paid... for each item
purchased at the tax sale, pay any interest and costs as may be ordered un-
der Sections 21-315 through 21-335, and cancel the certificate so far as it re-
lates to the property. The county collector shall deduct from the accounts of
the appropriate taxing bodies their pro rata amounts paid.”
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KEY FINDINGS

In its study, the Treasurer’s Office examined 10,8931!
sales in error granted from September 2015 to Septem-
ber 2022, in which a total of about $277.6 million — in-
cluding at least $27.7 million in interest — was funneled
back to tax buyers.

Among the key findings:

Black and Latino communities have been especially
harmed since many of the properties that end up at
tax sales are from economically distressed areas.
Nearly $241 million intended for those communities
was returned to investors, depleting funds they
counted on to deliver services. In other words, 87%
of all money paid to tax buyers was drained from
these communities.

The top six tax buyers who profited the most from
tax sale errors include a series of shell companies
linked to a single suburban Chicago address; a firm
run by the sons of a longtime Chicago tax buyer; a
firm whose majority owner is a Denver-based hedge
fund; a New Jersey-based fund of high-wealth inves-
tors; a Chicago firm run by a father and son, both
lawyers; and a Florida-based investment firm, whose
top management includes a former NFL player.

Under current state law, tax buyers get their money
back if a property owner files for bankruptcy after a
sale. They get money back with interest, even though
the bankruptcy “error” was not the result of any gov-
ernment action or official duty.

111n 29 of the 10,893 cases, the reason for the sale in error could not be de-
termined because key court records were unavailable.

Sales in Error | Key Findings

Government leaders in Springfield and Cook County
have failed to remedy longstanding loopholes in the
tax sale process, while also failing to take sufficient
steps that could reduce sales in error.

Nearly one out of every two sale errors resulted from
a mistake by a Cook County office.

Judges granted the most sales in error for mistakes
on the Assessor’s website, although many of those
errors were trivial and would have caused no finan-
cial loss to the tax buyer.

The offices of the Sheriff and the Clerk of the Circuit
Court repeatedly failed to timely notify property
owners — as required by law — that they were in
danger of losing their homes or businesses. Sheriff
service errors were the second most-often cited rea-
son for county errors after the Assessor’s website
mistakes.

The Treasurer’s Office has continually sold the same
error-prone properties at tax sales, allowing inves-
tors to cash in again and again.

Cook County judges have liberally interpreted the
sale-in-error law relating to county errors, while not
weighing whether any actual financial harm was
done to the tax buyer, an indication the law needs to
change.
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BACKGROUND

The study was conducted by a research unit Treasurer
Maria Pappas created last year to investigate inequities,
inefficiencies and flaws in the sprawling property tax
system.1Zz Pappas, who has tried to change Illinois’ ar-
cane sale-in-error statute, instructed the research unit to
examine tax sales that were overturned due to errors
and to make recommendations for change.

In previous studies, the research unit analyzed 1.8 mil-
lion Cook County tax bills and found that Black and La-
tino suburban residents bore the brunt of 2020’s
increases in property taxes!3 and, in July 2022, docu-
mented how the county’s tax sale system failed to re-
store vacant and abandoned properties in minority
areas to the tax rolls.14

Interest can skyrocket on taxes sold at a tax sale
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Figure 1: Under state statute, a property owner who waits three
years to repay their tax debt could pay up to 54% in interest to a
tax buyer.

For its latest study, the research unit examined the re-
sults of eight Cook County property tax sales held from
2015 to 20109.

The study found that the General Assembly, and the of-
fices of the Treasurer, Assessor, Clerk, Sheriff, State’s At-
torney and Circuit Court Clerk need to do more to

12 Treasurer Maria Pappas’ instructions to the research unit were to follow
the facts, even if findings show her office made mistakes and should make
improvements to reduce sales in error.

13 “Tax Bill Analysis and Statistics,” Cook County Treasurer’s Office, @

14 “Maps of Inequality: From Redlining to Urban Decay and the Black Exo-
dus,” @7

15 “Petition for Sale in Error,” In the Matter of the Application of the County
Treasurer, Etc., Petition of County Collector for Refund to: Fair Deal of Illi-
nois Inc., Case No. 2018COVT000581, March 13, 2018.

16 “Petition for Sale in Error,” In the Matter of the Application of the County
Treasurer, Etc., Petition of County Collector for Refund to: Wheeler Financial,
Case No. 2017COVT001304, October 6,2017.

Sales in Error | Background

prevent tax buyers from unfairly profiting from avoida-
ble government mistakes.

Poor communication and lack of cooperation among
county offices often leads to errors going uncorrected.

The Assessor’s Office has repeatedly stated a property
contained a single-family home when it was a vacant lot,
and the Sheriff and Circuit Court Clerk have been weeks
late in notifying property owners that their home or
business could be foreclosed on.

The Treasurer’s Office has sold parcels that should not
have been offered — tax-exempt nonprofit- and govern-
ment-owned properties — leading to big paydays for tax
buyers.

This occurs in part due to incorrect information on the
Assessor’s website showing properties as taxable when
they are not, from nonprofit groups failing to apply for
tax-exempt status with the Illinois Department of Reve-
nue and from the Treasurer’s Office not fully researching
properties before they are offered at a tax sale.

The Treasurer’s Office in 2017 sold taxes on a tax-
exempt church, rectory and parish center that had been
owned by the Catholic Church since 1889.15 The Treas-
urer sold taxes on property owned by a synagogue,16 on
a church cemetery,!” on a U.S. Postal Office!8 and on nu-
merous Chicago-area highways.

The Treasurer’s Office conducts pre-sale research on
properties before offering them at a tax sale, but still
misses avoidable errors.

The Treasurer’s research unit surveyed government fi-
nance offices in populous municipalities in other states
that sell taxes. Several have teams tasked to identify po-
tential errors before a sale.

17 “Motion to Amend Agreed Order Granting Sale in Error Entered on Febru-
ary 22, 2016,” In the Matter of the Application of the County Treasurer, Etc.,
Petition of: FNA 2015-1 Trust, U.S. Bank National Association, as Indenture
Trustee, Case No. 2016COVT000229, January 29, 2016.

18 “Petition for Order Declaring A Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of AJD Tax Liens, LLC, Case No.
2016COVT000871, March 24, 2016.
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Officials in New York City, which sells bulk property tax
and other municipal debt to an investor-backed trust ra-
ther than to individuals, say they conduct a pre-sale
“scrubbing process” to identify and remove properties.1?
New York City’s Department of Finance works with
other city departments — law, real estate, housing, and
environmental protection — to identify properties that
should not be sold.20

One treasurer’s office in Georgia uses an online federal
court database to see if owners filed for bankruptcy and
withholds those properties from a tax sale. Others check
to see if a property is government or nonprofit owned.

Denver County, Colo., has a team that researches about
9,000 properties each year to try to detect mistakes and
block those from sale.?!

Certainly, properties in those locations get sold when
they should not have been. Denver, for instance, reports
making 78 erroneous sales from October 2015 through
October 2021 in which they returned a total of $659,490
to tax buyers.22 Cook County has paid back more than 9
times that amount for a single error - $6,274,918.23

None of the eight municipalities surveyed reported hav-
ing anything as charitable as Illinois’ sale-in-error stat-
ute.

19 New York City Department of Finance officials, email question and answer,
November 2021-February 2022.

20 [bid.

21 Dalton Weisshaar, business operations administrator for the City and
County of Denver Treasury Division, email question and answer, October
2021-December 2021.

22 |bid.

Sales in Error | Background

“Buyer Beware” is the motto in Baltimore, Md.; Newark,
N.J.; Fulton County, Ga. (home of Atlanta); Denver
County, Colo.; Miami-Dade County, Fla.; and Maricopa
County, Ariz. (home of Phoenix). Tax buyers must do
their own due diligence and assume the risk.

“On your own volition, you are about to
enter the ultimate ‘Buyer Beware’ busi-
ness. Best of Luck!”

— Maricopa County Treasurer John Allen, in
website message to potential tax buyers

On his website, Maricopa County Treasurer John Allen
warned potential tax buyers: “On your own volition, you
are about to enter the ultimate ‘Buyer Beware’ business.
Best of Luck!”24

And none of the municipalities reported paying inves-
tors back for government website errors, saying that
while they strive to be accurate, the websites are for in-
formational purposes.

“We don’t have that problem, thank goodness,” said
Michelle Jones, Newark’s tax collector. “That’s ridiculous.
You need to amend that. I think they’re taking advantage
of you guys.”25

23 “Amended Petition for Order Declaring a Sale in Error,” In the Matter of the
Application of the County Collector, Etc., Petition of SLS I, LLC, Case No.
2017COVT001464, November 27, 2017.

24 John M. Allen, “Tax Lien Sale - Disclaimer,” Maricopa County Treasurer’s
Office, archived April 17, 2021, @

25 Michelle Jones, Newark Tax Collector, interview, December 2, 2021.
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THE TAX BUYERS

“Tax buyers have a reputation (often
well deserved) of being crooked, greedy,
and unethical.”

— Tax buyer Timothy E. Gray26

Over the years, the tax buying industry nationwide has
taken hits to its reputation. Tax buyers have been ac-
cused of rigging tax sales in New Jersey,2’” Maryland?8
and Madison County, Illinois.2? In lawsuits, they have ac-
cused their own of racketeering and conspiracy3? and
stealing trade secrets.3!

One tax buyer, eager to unload six distressed properties,
deeded them to a homeless Chicago man who later told
news reporters that he felt like then-real estate devel-
oper Donald Trump.32

Critics of tax sales say they overwhelmingly impact
struggling Black and Latino households and businesses,
saddling them with high interest rates as tax buyers
threaten to seize their homes and businesses. Tax buyers
hold that power because when they pay someone’s taxes,
they get a lien that allows them to take the property if
the owner fails to pay up.

26 Timothy E. Gray, No Redemption: Tax Lien Auctions, Evictions, and Lessons
from the Foreclosure Crisis (Rolling Meadows, IL: Windy City Publishers,
2016), p. 53. Gray goes on to write: “I have worked very hard to change this
perception, and though it won’t be truly removed until the old ghouls are
gone, progress is being made. Still, the reputation clearly carries on...”

27 Joe Tyrrell, “FBI Probe Snares Another Firm for Rigging Tax-Lien Auc-
tions,” NJ Spotlight News, January 10, 2013, @7 “Because the Justice Depart-
ment does not reveal details of ongoing investigations, attorneys in the civil
suit have been negotiating settlements with some conspirators who already
have pleaded guilty, trying to learn more details. Already, the plaintiffs con-
tend that some of the conspirators’ discussions took place at meetings of the
National Tax Lien Association, (then) based in Washington, D.C.”

Sales in Error | The Tax Buyers

New York’s attorney general has called on New York City
to reform its tax sale process, saying surcharges and high
interest rates “turn a relatively small tax lien into an
overwhelming financial burden.”33

For their part, tax buyers say everyone benefits from the
sale of tax liens: Governments immediately get money
they may not otherwise collect to pay for critical ser-
vices; property owners are given extra time to come up
with the money to pay their delinquent taxes while re-
maining in their homes; and investors benefit by making
a profit at a low risk.

Indeed, investing in someone else’s delinquent taxes has
proven to be low-risk and high-reward, attracting so-
phisticated financial companies, lawyers and others.

The dominant tax buyers nationwide often set up
opaque shell companies that are controlled by hedge
funds, private equity and other financial investment
firms. Typically, these institutional tax buyers partici-
pate in tax sales in multiple states that include Ohio, New
Jersey, Connecticut, Georgia, Maryland, Colorado, Ari-
zona and Florida.

In Cook County, at least 29 tax buyers have received $1
million or more in refunds from September 2015 to Sep-
tember 2022 for sales in error, alone.

28 Fred Schulte, Ben Protess, and Lagan Sebert, “The Other Foreclosure Men-
ace,” The Center for Public Integrity, May 18, 2010, @

29 Robert Patrick, “Rigging Bids: Tax sale scheme cost Madison County prop-
erty owners millions,” St. Louis Post-Dispatch, February 24, 2013, @7
3‘l§rika Slife, “Firms file suit in tax auction,” Chicago Tribune, July 19, 2005,
Q

31 First National Assets Management, LLC v. Eliza Garzon, Real Tax Acquisi-
tions, LLC and Tryko Partners, LLC, Case No. 2016CH06597.

32 Matthew Walberg and Ted Gregory, “Tax buyer deeds abandoned proper-
ties to homeless man,” Chicago Tribune, October 26, 2015, @7

33 New York State Office of the Attorney General, “Attorney General James
Urges Sweeping Reforms to NYC Tax Lien Sale,” December 14, 2020, @
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Investors who received more than $1 million in sale-
in-error refunds September 2015 to September 2022

Investor

GREG R. BINGHAM and

Sales in
Error

Total
Refunded

Including
Interest of:

related companies 2,309 | $95,350,712.82 | $7,822,972.00
WHEELER FINANCIAL 1,277 | $28,300,152.32 | $3,684,781.20
FIRST NATIONAL

HOLDINGS 1,205 | $23,668,863.65 | $2,334,975.86
MADISON/STONEFIELD 244 | $17,869,851.94 | $2,251,744.77
PHOENIX BOND & IN-

DEMNITY 214 | $11,889,312.50 | $1,543,177.46
ALTERNA 240 | $8,285,797.90 | $1,403,036.30
NAR SOLUTIONS INC 146 | $6,969,887.98 | $436,324.49
CAZENOVIA CREEK 85 | $6,641,336.70 | $421,001.82
PINE VALLEY ONE 373 | $6,069,914.05 | $680,948.77
PFS FINANCE HOLD-

INGS 52 | $5,804,089.37 | $970,645.18
TRYKO HOLDINGS 300 | $5,4402,817.05 | $693,821.07
GSRAN-Z 334 | $5,365878.63 | $305,724.87
NEWLINE FINANCIAL 270 | $4,933,337.65 | $415,830.45
RDG FUND 117 | $4,579,922.60 | $698,506.08
ICIB/OAK PARK IN-

VESTMENTS 252 | $3,381,204.93 | $179,023.82
SABRE INVESTMENTS

LLC 96 | $2,564,880.60 | $300,569.72
BELMONT REALTY

CORP 145 | $2,149,671.21 $124,047.52
CORONA INVEST-

MENTS 115 | $1,991,914.60 | $262,839.11
MUNICIPAL POINT

CAPITAL 32 | $1,690,139.03 | $191,636.66
INTEGRITY INVEST-

MENT FUND 33 | $1,667,714.86 | $137,995.22
FAIR DEAL OF ILLINOIS 90 | $1,637,481.43 | $126,863.60
MMGJV INVESTMENT

FUND 88 | $1,540,180.07 | $178,090.97
RIPPLECREEK INVES-

TORS LLC 24 | $1,489,168.43 | $122,480.97
INTERSTATE FUNDING

CORP 59 | $1,487,169.59 | $211,980.16
SMM-TAX INC 66 | $1,388,657.73 $99,434.68
FIG IL 18 LLC 77 | $1,251,643.26 $75,241.84
SCRIBE FUNDING LLC 80 | $1,192,865.75 | $133,597.56
LONGSTREET CAPITAL

FUNDING 45 | $1,036,891.00 | $125,268.27
5-HOLE ACQUISITIONS

INC 44 | $1,021,415.54 $89,173.27

Sales in Error | The Tax Buyers

The tax buyers who have received the most money for
sales in error, including interest, court costs and fees in-
clude:

e Various shell companies in northwest suburban
Northlake, Ill. associated with tax buyer Greg Bing-
ham and others.

e Wheeler Financial, also known as Wheeler-Dealer, a
Chicago firm run by two brothers.3+

o First National Assets, whose majority owner is Den-
ver-based hedge fund ArrowMark.35

o Stonefield Investments, a New Jersey-based invest-
ment fund that specializes in real estate and tax
liens.36

e Phoenix Bond & Indemnity, a Chicago firm run by
Stanford Marks and his son, Andrew, both of whom
are lawyers.3?

e Alterna Tax Asset Group, a Florida-based investment
firm founded in 2007 by Albert Friedman and former
Miami Dolphins fullback Robert Konrad.38

3+ Wheeler Financial Inc. v. Law Bulletin Publishing Co., 129 N.E.3d 53 (Ill.
App. 1 Dist. 2018).

35 “Home,” First National Assets, @7 Note: The First National Assets website
has been taken offline by the time of publication.

36 “Deposition of Ephraim B. Finkelstein,” In the Matter of the Application of
the County Collector, Etc., Petition of Madison C/0 Stonefield IV, Case No.
2020COVT000134, November 8, 2021, p. 7-8.

37 Darrell Hotheinz, “Ibis Isle couple sells lot, lists house, builds home; They
list house at 2255 Ibis Isle Road W. for sale at $2.195 million,” Palm Beach
Daily News, January 24, 2014.

38 “About,” Alterna Tax Asset Group, https://alternacap.com/about.
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Figure 2: Ventures tied to Greg Bingham share this building in
Northlake, Ill. (Photograph by Todd Lighty.)

Bingham is a longtime tax buyer in Illinois. The Treas-
urer’s Office found at least 10 ventures linked to Bing-
ham that have shared the same address in a low-slung
commercial building that once housed a piano store.

Bingham'’s business associates include financial traders
Arthur J. Duquette and John “Jack” Rusher V.39 Duquette
and Rusher, according to their LinkedIn business pro-
files,40 41 work at Bluefin Traders, now known as Bluefin
Capital Management, a New York-based trading and in-
vestment firm.

Bingham has bought taxes and assigned them to shell
companies set up by Duquette and Rusher, a former
Olympic rowing medalist. Duquette is the manager of
AJD Tax Liens and Rusher is the manager of Red Top Illi-
nois, according to Illinois Secretary of State records.

Entities controlled by Bingham, Duquette and Rusher
have overturned at least 2,309 tax sales —one out of
every five sales in error that were granted — far more
than any other tax buyer. The Treasurer paid back more

39 “RE: 2016 Cook County tax sale disclosure with Gan C LLC,” Cook
County Treasurer’s Office, April 11, 2018.

40 “Arthur J. Duquette,” LinkedIn, CQ?

41 “Jack Rusher,” LinkedIn, @.7

42 “David Gray Obituary,” Chicago Sun-Times, June 2010, CQ?; Wheeler Fi-
nancial Inc. v. Law Bulletin Publishing Co., 129 N.E.3d 53 (Ill. App. 1 Dist.
2018).

43 “Timothy Gray,” LinkedIn.

Sales in Error | The Tax Buyers

than $95 million to Bingham and associated entities, in-
cluding at least $7.8 million in interest.

Wheeler Financial, formed in 1996, is run by brothers
Timothy Gray and David Gray Jr., according to the Illinois
Secretary of State’s Office. Their father for years was a
prominent tax buyer in Chicago.2

David Gray Jr. is the general counsel for Wheeler Finan-
cial and Timothy Gray, a realtor, serves as Wheeler’s
chief executive officer. “Wheeler has invested over 130
million dollars at tax sales and has acquired hundreds of
tax deeds,”3 according to Timothy Gray’s LinkedIn biog-
raphy.

Wheeler, which received the second-highest dollar
amount in refunds, had at least 1,277 tax sales over-
turned from September 2015 into September 2022. The
firm received a total of more than $28 million, including
atleast $3.6 million in interest on its investments during
the period analyzed by the research unit.

The third most active tax buyer was First National As-
sets, which overturned at least 1,205 tax sales and was
given back nearly $24 million, including about $2.3 mil-
lion in interest.

First National, Alterna Tax Asset Group and others have
bundled tax liens into asset-backed securities and sold
them to investors. Several tax buyers proclaim on their
websites and separately to investors that they conduct
rigorous due diligence before a tax sale, using proprie-
tary computer applications and sophisticated metrics to
guide investment decisions.

First National, founded in 199944 and based in Chicago,
is a major player around the country in tax sales, having
purchased more than $2 billion in liens in Illinois and at
least 10 other states, including Arizona, Florida and New
Jersey.4> The firm has told investors more than 95% of
taxes are repaid within three years.46

44 First National Assets, “About FNA,” @

45 Usman Khan, Lenny Giltman, and Shi Shen, FNA VI, LLC, (New York:
Kroll Bond Rating Agency, 2021).

46 [bid.
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ArrowMark, which manages over $19 billion in assets, 4’
purchased a majority interest in First National in late
2014.

First National touts its proprietary apps and due dili-
gence research. “Our long experience has taught us that
there is no substitute for fully understanding a property
prior to buying a tax lien on it,” according to First Na-
tional’s website. “The riskier the investment, the more
diligence we do. It's a time consuming, labor-intensive
process to review detailed legal files or to visit and in-
spect thousands of properties each year, but the differ-
ence is clear in our results.”48

First National starts researching properties about a
month before a sale. The company gathers information
for each parcel’s property index number and loads itinto
its software application, FNA App. The proprietary app

47 Ethan Nelson, “2021 Colorado-Based Investment Managers and Finan-
cial Planners Ranked by Total assets managed as of Oct. 1, 2020,” Denver
Business Journal, February 26, 2021, @7

Sales in Error | The Tax Buyers

contains detailed information for each parcel such as pic-
tures, property type, the owner’s payment history and
information from any prior tax sale.4® The company also
visits properties to determine “the size, value and quality
of a potential investment.”50

Out-of-state tax buyers have found Illinois a lucrative
and attractive place to do business. Cook County tax
sales have drawn investors from Arizona, California,
Connecticut, Florida, Georgia, Louisiana, Nebraska, New
Jersey, New York, Pennsylvania, Texas and Wyoming.

Besides Florida-based Alterna and New Jersey-based
Stonefield Investments, other out-of-state firms actively
buying up taxes in Cook County that have been success-
ful seeking sales in error include private equity company
Tryko Partners in Brick, N.J. and hedge fund GSRAN-Z
based in Atlanta, Ga.

48 “The FNA Advantage,” First National Assets, @7 Note: The First Na-
tional Assets website was taken offline prior to publication.

49 Khan, Giltman, and Shen, FNA VI, LLC.

50 Ibid., p. 7
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WHO PAYS?

Most tax buyers’ profits come at the expense of econom-
ically struggling Black and Latino communities, which
are pocked with distressed homes and businesses that
end up being sold at Annual and Scavenger tax sales.

months after the sale as buyers successfully seek their
money back with interest.

When money is returned to tax buyers, municipalities,

Top 25 Municipalities for money diverted to tax buyers®'

Number of Sales

" Total Refunded
in Error

Municipality

Interest Paid

Amount Refunded per

Person Racial or Ethnic Majority

Chicago 5,233 $85,426,671.37 $8,427,680.83 $31.11 | Majority Minority
Calumet City 358 $16,014,369.52 $1,181,162.11 $444.44 | Black

Harvey 599 $14,726,075.36 $1,650,773.44 $724.57 | Black

Chicago Heights 717 $11,248,918.95 $1,152,844.47 $409.35 | Majority Minority
Markham 260 $8,194,283.37 $856,560.57 $702.71 | Black

Dolton 301 $7,159,968.95 $867,882.82 $334.17 | Black

Riverdale 289 $6,967,622.65 $903,991.41 $653.44 | Black

Park Forest 224 $6,625,351.90 $676,280.97 $358.48 | Black

Cicero 112 $6,538,243.09 $667,296.29 $76.68 | Latino

Franklin Park 39 $5,717,691.45 $867,487.37 $309.62 | Latino

Maywood 193 $5,511,349.84 $499,863.35 $234.41 | Black

Hazel Crest 105 $4,100,586.19 $188,467.91 $306.43 | Black
Homewood 36 $4,005,603.09 $575,642.22 $205.81 | Majority Minority
South Holland 75 $3,843,977.19 $489,940.43 $179.08 | Black

Dixmoor 32 $3,396,315.30 $489,150.45 $1,142.39 | Majority Minority
Blue Island 98 $3,331,108.64 $236,283.60 $147.67 | Latino

Olympia Fields 28 $3,046,493.90 $221,865.82 $645.72 | Black

Lansing 87 $2,968,458.67 $303,577.67 $102.09 | Majority Minority
Matteson 59 $2,932,610.38 $274,619.94 $153.76 | Black

Bellwood 56 $2,728,496.93 $150,777.17 $145.22 | Black

Country Club Hills 110 $2,638,945.15 $174,667.87 $157.31 | Black

Berwyn 43 $2,529,948.84 $116,626.38 $44.19 | Latino

Sauk Village 147 $2,337,198.02 $132,725.69 $235.58 | Black

Chicago Ridge 15 $2,251,295.77 $321,229.24 $155.98 R
Flossmoor 28 $2,097,438.95 $226,176.29 $216.14 | Black

County Totals 10,893 $277,555,866.79 $27,773,730.71 $52.61

An insurance fund that tax buyers pay into meant to
cushion the economic blow to taxing districts quickly
runs out of money.

Tax buyers pay $100 for each PIN, or property index
number, they successfully bid on.52 That money is used
to cover interest on sales-in-error payments. But the in-
surance fund, which typically ranges from $1 million to
$1.4 million each tax sale,53 is depleted one to two

51 This table aggregates refunds based on the location of the properties that
had a sale in error. The refund totals are for all taxing districts within each
municipality. A portion of the refunds are taken out of two other funds: a
county fund where tax buyer fees are deposited and the county’s general fund,
where the initial penalty interest collected are deposited. Population data was
gathered from the 2020 decennial U.S. Census.

Sales in Error | Who Pays?

school districts and other government agencies pay the
price. Money is withheld from their current tax collec-
tions.

Essentially the taxing bodies are getting hit twice be-
cause they're losing the money they thought they had
(and likely already spent), and they’re now being penal-
ized by having to pay for the interest, which they likely
didn’t budget for.

52 (35ILCS 200/21-330) “Fund for payment of interest... Each person pur-
chasing any property at a sale held under this Code in a county with
3,000,000 or more inhabitants shall pay to the county collector, prior to the
issuance of any certificate of purchase, a fee of $100 for each item pur-
chased.”

53 Andrew Jatico, chief financial officer for Cook County Treasurer’s Office.
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That can throw the of-
ten-troubled finances of
many communities into

Locations of sale-in-error refunds

disarray.

Over time, local leaders
need to make up for
that lost revenue and
eventually increase tax
rates.

Due to its sheer size, Chicago, with a population
of about 2.7 million, easily had the most sales in
error in Cook County, with more than 5,200, and
the mostamount of money diverted from its tax-
ing districts — more than $85 million.

Although the majority of those sales in error
stemmed from proper-
ties on the city’s pre-
dominantly Black South
and West sides, the $85
million financial hit was
spread across the city,
which calculates to
about $31 per resident.

Refunds by Municipality
[ ] under $500,000

[] $500,000 to $1 million
[] $1 mittion to $5 million
. $5 million to $10 million
. More than $10 million

It's a different tale in

Chicago’s south suburbs, whose Black and Latino resi-
dents shoulder an outsized financial burden when tax
buyers get their money back.

Nowhere was that more evident than the tiny villages of
Dixmoor and Ford Heights.

Taxing districts in Dixmoor, with a predominantly Black
and Latino population of about 3,000, had nearly $3.4
million drained from their bank accounts — about
$1,142 per resident. Ford Heights, with a largely Black
population of about 1,800, had nearly $1.8 million di-
verted to tax buyers — about $970 per resident.

54 Dr. Aisha El-Amin, “Black Excellence: Emanuel ‘Chris’ Welch,” 28 Days of
Black Excellence (podcast), UIC Office of Diversity, Equity and Engagement,
June 14, 2022. @

Sales in Error | Who Pays?
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Chicago’s south suburbs
disproportionately bore the
financial strain of sales in
error.

Indeed, not counting Chicago, 16 south Chicago suburbs
were in the top 20 areas for total amount of money re-
turned to tax buyers. Of those 16 communities, 11 had
predominantly Black populations, four were majority-
minority areas and one was predominantly Latino.

The four other suburbs among the top 20, were the ma-
jority Latino west suburbs of Cicero and Franklin Park
and the predominately Black west suburbs of Bellwood
and Maywood — the hometown of state Rep. Emanuel
“Chris” Welch, the first Black speaker of the Illinois
House of Representatives.54
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THE PROPERTY TAX SYSTEM

Governments need money to pay for schools, parks, po-
lice and fire protection and to provide clean water, gar-
bage collection and other services. About 40% of all
money collected by governments in Illinois comes from
property taxes.>>

Who pays and how much is determined in Cook County
through a multi-step process that involves local govern-
ments and the county offices of the Assessor, the Clerk
and the Treasurer.

School districts, municipalities and other agencies figure
out how much money they need to operate for the year
to pay for employee salaries and benefits, repave a road,
put a new roof on a school or buy a new fire truck.

The Assessor’s Office estimates the market value of
homes, businesses and other properties in each munici-
pality. Those assessments are used to determine what

55 State-by-State Property Tax at a Glance, Lincoln Institute of Land Policy
and George Washington Institute of Public Policy, 2022, @

Sales in Error | The Property Tax System

portion of the overall tax bill each property owner pays.
The Clerk’s Office then determines the tax rates based on
the overall assessed property values and how much
money each local government needs to provide services.

The job of collecting all that money, about $16.1 billion
each year, falls to the Cook County Treasurer’s Office.56
The Treasurer typically sends out tax bills in January and
June for about 1.8 million properties, collects that money
and distributes it to some 2,200 units of local govern-
ment.57

However, not everyone pays their taxes. It could be they
do not have the money, just forgot, thought their bank
paid or abandoned their property. On average, taxes
every year go unpaid on from 30,000 to 40,000 homes,
businesses and vacant lots in Cook County. When prop-
erty owners do not pay their share of taxes, the burden
over time is often shifted onto those who do.

56 “Duties and Responsibilities of the Cook County Treasurer,” Cook County
Treasurer’s Office, (@
57 Ibid.
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THE TAX SALE

In order to recoup some of the delinquent taxes, Illinois
law requires the Treasurer to annually conduct a public
auction at which the unpaid taxes for the prior year are
offered for sale.58 It is the delinquent taxes that are sold;
not the properties. To remove the lien that tax buyers get
in exchange for paying the taxes, a property owner must
pay all delinquent taxes, interest penalties and costs in
one lump-sum payment.

Illinois is one of 30 states, and the District of Columbia,
that offer property taxes for sale, according to the Na-
tional Tax Lien Association, a trade organization that
lobbies for the tax lien industry.5® These are known as

COOK COUNTY TAX YEAR 2019 DELINQUENCY
FINAL NOTICE BEFORE TAX SALE

PROPERTY [MDEX NUMBER (PIN) VOLUME TOWNSHIP
32.07-200-048-0000 on BLOOM

PAY THIS AMOUNT

$5,773.57

IF PAID 040212022 - 50112022
BETWEEN $5838.79

LATE INTEREST
151,57 PER MONTH,
BT STATELAW,

Property Location
19230 DIXIE HWY FLOSSMOOR IL 60422 1647

Attention:

= The 2019 Annual Tax Sale will begin on May 12, 2022.
= After April 22, 2022, all payments must be made by Certified Check, Cashier's Check, Money
Order, Cash, or Credil Card.

| f ions, including the last day to pay.

= See reverse side for

STY0O3H YNOA ¥O4 NOILYOd d3ddN 433N

Questions/Answers

Submit o question o cookeountytreasurer.com by choesing “Cenact Us by Email. TAXPAYER OF
OR CURRENT OWNER
19230 DIXIE HWrY

FLOSSMOOR IL 60422

SEE REVERSE SIDE OF THIS BILL FOR DETAILED PAYMENT INSTRUCTIONS

PAY THIS AMOUNT

$5,773.57 | .
o T s e

5N 0020190200 RT 500001075 AN (see PN} TC O0BOT 1ot o 10 0

002019020073207200044000030089112000057083570000577357600005838793000059040L0
COOK COUNTY TREASURER

PO BOX 805438
CHICAGO IL 60680-3116

ANIWAVA HUM JONTONI 3 HOV1Ia

32072000440000/0/19/F/0000577357/2

tax lien states. In some other states, however, govern-
ment officials auction deeds on tax delinquent

58 (35 ILCS 200/21-115). “The collector shall give notice that he or she will
apply to the circuit court on a specified day for judgment against the proper-
ties for the taxes, and costs, and for an order to sell the properties for the sat-
isfaction of the amount due.”

59 “Tax Lien States,” National Tax Lien Association, @7

60 (35 ILCS 200/21-110). “At any time after all taxes have become delinquent
in any year, the Collector shall publish an advertisement, giving notice of the
intended application for judgment and sale of the delinquent properties.”
6151 Guide to the Tax Redemption Process, Cook County Clerk’s Office, 2021,
Q

Sales in Error | The Tax Sale

properties with the purchaser taking ownership at the
time of the sale or a later date. These are known as tax
deed states.

As it prepares for a sale, the Treasurer’s Office publishes
a list of tax-delinquent properties in local newspapers to
alert owners and others of the looming sale.¢® The publi-
cation lists the tax delinquent parcels by property index
number, the name listed on the tax bill, the property clas-
sification and address, and the amount of taxes due. The
Treasurer also posts the list online.

€ Figure 3: Amailing sent by the Treasurer’s Office warning a prop-
erty owner their taxes were at risk of being sold at the 2019 tax sale.

The Treasurer separately sends certified mail notices
about the sale to the last-known addressee on the tax bill
for each property.6! The annual tax sale has been held
online in Cook County since 2008.62

Those who participate in the sale are known as “tax pur-
chasers” or “tax buyers.” Typically, around 300 buyers
register for the sale, but the bulk of the bids are made by
a few dozen larger investors. Tax buyers obtain a list of
delinquent properties and frequently conduct research
to identify which ones to bid on.

At the tax auction, which runs over several days, bids are
not made in cash but rather in an interest percentage on
the taxes owed, ranging from 0% to 9%, charged every
six months.63 This interest percentage is charged to
property owners when they pay back their taxes. The
lowest interest percentage bid wins a tax lien certifi-
cate.6*

When she first took office in 1998, Treasurer Pappas im-
plemented a rule change for tax auctions. She rejected
simultaneous, identical bids of more than 0% from tax
buyers for the same property. The rule restored compet-
itiveness to the tax sale by preventing tax buyers from

62 Qverview: Annual and Scavenger Property Tax Sales, Cook County Treas-
urer’s Office, October 3, 2012, p. 11, @7

63 As of Jan. 1, 2022, the maximum interest rate that a tax buyer could bid
was lowered from 18% to 9%.

64 (35 ILCS 200/21-215). “The person at the sale offering to pay the amount
due on each property for the least penalty percentage shall be the purchaser
of that property. No bid shall be accepted for a penalty exceeding 9% of the
amount of the tax or special assessment on property.”
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acting in concert to force owners to repay at the then-
maximum 18% interest, which also was charged every
six months. The Illinois Supreme Court upheld Pappas’
policy after several tax buyers challenged it in court.s5

The rule was designed so that the property owner will
be able to pay back taxes at the lowest interest rate.

Prior to Pappas’ policy change, about 95% of the proper-
ties sold at the maximum 18% interest.66 At the May
2022 annual sale, taxes on 33,077 properties were of-
fered for sale. Of the 5,700 that were sold about 88%
were sold with a winning bid of 0%.67 Only 3.6% sold at
the maximum interest rate.8 If more than one tax buyer
bids 0%, the winning bidder is chosen at random.

The large institutional tax buyers typically bid 0% on
properties — likely because under state law, if they win
the bid, they can pay any of the property’s following
taxes that go unpaid by the due date. Those are called
subsequent tax payments.

Subsequent taxes have become moneymakers for tax
buyers. Under current law, unpaid subsequent taxes
have an annual interest rate of 12% that is charged the
moment the tax buyer pays the taxes. Over just two
years, subsequent tax interest can grow to 36%.6° Those
generous interest rates allow tax buyers to profit at the
expense of property owners facing financial hardship,
especially harming Black- and Latino-owned businesses
and homes in lower income communities.

Those high interest rates can make it impossible for an
owner to save their home or business from foreclosure.
The Boston-based National Consumer Law Center, in a
nationwide study of tax lien sales, has recommended

65 Phoenix Bond & Indemnity Co. v. Pappas, 741 N.E.2d 248 (111. 2000), @

66 Ibid.

67 Information provided Treasurer Office tax sale unit.

68 [bid.

69 (35ILCS 200/21-355). “The deposit shall be in an amount equal to the to-
tal of the following: [...] (c) all taxes, special assessments, accrued interest on
those taxes and special assessments and costs charged in connection with
the payment of those taxes or special assessments... which have been paid by
the tax certificate holder on or after the date those taxes or special assess-
ments became delinquent together with 12% penalty on each amount so
paid for each year or portion thereof.”

70 John Rao, The Other Foreclosure Crisis: Property Tax Lien Sales, (Boston:
National Consumer Law Center, 2012), p. 5, @

71 Ibid.

72 (35 ILCS 200/21-250). “Certificate of purchase. The county clerk shall
make out and deliver to the purchaser of any property sold under Section
21-205, a certificate of purchase countersigned by the collector, describing
the property sold, the date of sale, the amount of taxes, special assessments,
interest and cost for which they were sold and that payment of the sale price
has been made.”

Sales in Error | The Tax Sale

that states make costs affordable “by keeping investor
profits reasonable.”70

“States and local governments must reform their prop-
erty tax lien laws to preserve homeownership,” wrote
the study’s author, John Rao. “Property tax collection
procedures should encourage repayment rather than
property loss and they should not provide an oppor-
tunity for speculators to earn huge profits off of home-
owner distress.”71

After the tax sale, the county issues a certificate of pur-
chase to the tax buyer showing a lien is on the prop-
erty.”2 These certificates are negotiable instruments that
may be assigned or transferred to others.

Within four months and 15 days after the sale, the tax
buyer is required to draft a notice informing the prop-
erty owner of the tax lien and the last day to redeem, or
pay, their taxes and penalties.”3 The tax buyer gives the
notice to the Cook County Clerk, who then sends it via
certified mail.

In Illinois, homeowners have two-and-a-half years to
pay their delinquent taxes, which can be extended by the
tax buyer to three years. Owners of businesses and va-
cant lots have six months to repay, which also can be ex-
tended to three years.’4 75> To keep their properties,
owners have to pay not only all of the original delinquent
tax amount plus interest and costs, but also any subse-
quent taxes and interest. There is no option for a pay-
ment plan or partial payments.”6

If taxes go unpaid in any three of the previous 20 years,
the home, business or vacant lot ends up on a Scavenger
Sale list, where a property’s taxes are sold to the highest

73 (35 ILCS 200/22-5). “Notice of sale and redemption rights. In order to be
entitled to a tax deed, within 4 months and 15 days after any sale held under
this Code, the purchaser or his or her assignee shall deliver to the county
clerk a notice to be given to the party in whose name the taxes are last as-
sessed as shown by the most recent tax collector's warrant books...”

74 (35 ILCS 200/21-350). See 21-350(a) for vacant and commercial proper-
ties, 21-350(b) for residential properties, and 21-350(c) for extended re-
demptions.

75 (35 ILCS 200/21-385). For extension periods: “The purchaser or his or her
assignee of property sold for nonpayment of general taxes or special assess-
ments may extend the period of redemption at any time before the expira-
tion of the original period of redemption, or thereafter prior to the
expiration of any extended period of redemption, for a period which will ex-
pire not later than 3 years from the date of sale.”

76 Cook County Clerk’s Office, A Guide to the Tax Redemption Process.
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bidder and can be bought for as little as $250.77 The scav-
enger sale is held every two years, with vacant lots ac-
counting for the majority of the parcels that are
auctioned.”

Tax buyers do not have rights to the property; they can-
not trespass, evict a tenant or collect rent. Once a tax
buyer purchases the taxes, the Treasurer’s Office has no
further role in the collection process.

For tax buyers, there is little financial risk and big finan-
cial reward. Each lien is backed by the value of the at-
tached property, meaning the tax buyer can seek
ownership of the home or business if the current owner

772022 Scavenger Sale Information for Prospective Tax Buyers,” Cook
County Treasurer’s Office, @7

78 Treasurer Maria Pappas has called for eliminating the Scavenger Sale after
a 2022 study by her office found the sale was inadequate at addressing the
vestiges of decades-old, government-sanctioned redlining. Maps of

Sales in Error | The Tax Sale

does not pay their back taxes, including penalties and in-
terest.

Institutional tax buyers look to reduce their risk by cal-
culating a property’s lien-to-value ratio, which is the
amount of taxes owed versus how much the property is
worth. The lower the lien-to-value ratio, the likelier the
property owner will pay up.

Overwhelmingly, people do pay up, with tax buyers re-
porting that more than 95% of the delinquent property
owners ultimately pay their back taxes within three
years.”?

Inequality: From Redlining to Urban Decay and the Black Exodus, Cook County
Treasurer’s Office, @7

79 Usman Khan and Oluwatobi Tofade, FNA VI, LLC, (New York: Kroll Bond
Rating Agency, 2022), p. 2. “Historically, the Company has experienced over
50.0% of liens repaid within 12 months, while over 95.0% of liens are repaid
within three years of purchase.”
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HISTORY OF A TAX LOOPHOLE

If a property owner does not pay all their back taxes, the
tax buyer can go to court and seek ownership of the
home or business, with the owner sometimes losing any
equity they built up, impacting future generational
wealth for some of the poorest families. Often, though,
tax buyers do not want to take title to a property.80 But
they do not want to lose money, either.

Tax buyers have
found financial com-
fortin the bosom of Il-
linois’ munificent

-"AN ERROR CORREGTED.

farmers and small landowners in the Midwest, South and
Great Plains during the Great Depression.s3

“While local governments struggled to remain solvent
and quell tax revolts and uprisings, new tax debt invest-
ment firms capitalized on property owners’ tax trou-
bles,” Kahrl wrote in his 2017 study, Investing in Distress:
Tax Delinquency and
Predatory Tax Buying
in Urban America.
Kahrl outlined how
this young industry

sale-in-error statute.
The statute exists to
undo tax sales that
should have never oc-
curred and put tax

Important Decision by the Illinols Supreme
" Court,

quickly expanded, us-
ing its newfound in-
fluence to lobby state
lawmakers across the
country for laws that

buyers back in the po-
sition they would
have been before the
error.s!

Figure 4: Chicago Tribune headline from an 1873 story about an Illinois
Supreme Court decision related to the sale of taxes. (Chicago Tribune,

The origins of Illinois’
sales-in-error  statute
can be traced to a law
the General Assembly passed 150 years ago that recog-
nized land might be sold that otherwise should not have
been — tax exempt properties and those where the
owner had, in fact, paid their taxes. The 1872 law said
the County Clerk was to “make an entry opposite such
tracts or lots in the sale and redemption record that the
same was erroneously sold.”82

February 15, 1873.)

State property tax laws have undergone a metamorpho-
sis since then, but it was not until the Great Depression
of the 1930s that the modern tax lien industry was
spawned. Andrew Kahrl, a University of Virginia profes-
sor who has studied property tax sales across the coun-
try, noted that tax delinquency rates catapulted among

80 Patrick McShane, Anthony Nocera, and Lenny Giltman, Property Tax Lien
ABS Rating Methodology, (New York: Kroll Bond Rating Agency, 2014), p. 4.
Kroll notes that the “typical business strategy” is to buy tax liens that likely
will be redeemed “in order to limit the number of (real estate owned) prop-
erties that require an asset management and disposition strategy.”

81 La Salle National Bank v. Hoffman, 274 N.E.2d 640 (Ill. App. Ct. 1971). The
purpose is “to afford relief to (the) tax buyer from the effect of caveat emptor
purchases at void tax sales.”
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The City Cannot Sell Its Own Property for Taxes.

favored them over
property owners.

Tax buyers in 1951
helped to  write
sweeping changes to
Illinois’ tax code in
their favor.8* The
changes “eliminated many of the protections for delin-
quent taxpayers from the threat of forfeiture, and al-
lowed tax buyers the opportunity to pay and charge
interest on subsequent taxes for properties in which
they held alien.”85 That meant tax buyers could pay taxes
in following years that came due on a property, without
an owner’s knowledge, and then add those charges, in-
cluding interest, to the overall bill.

Kahr], in an interview with the Treasurer’s Office, said
changes to the law incentivized investing and made
homeowners vulnerable to losing their properties to
what he described as “predatory tax buyers.”86

82 An Act for the assessment of property and for the levy and collection of
taxes, 27t Gen. Ass. §213 (I.L. 1872)

83 Andrew W. Kahrl, “Investing in Distress: Tax Delinquency and Predatory
Tax Buying in Urban America,” Critical Sociology 43, no. 2 (March 2017) p.
199-219, @

84 [bid.

85 [bid.

86 Andrew Kahrl, University of Virginia, interview, January 5, 2022.
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“Tax buyers generally are not interested in taking
homes,” he said. “But the threat of taking your home is
integral to their business model.”

Kahrl said Illinois’ laws are some of the most unfavorable

e R RUOT Rk o

buyers have gotten their money back for making clerical
errors, which is sufficient for a judge to find that, under
the law, the tax buyer made a “bona fide attempt” to
strictly comply with the state’s legal requirements for
seeking the deed.8?

4, That the Section 22-5 Take Notice which was submitted to the Cook County Clerk on April 22,

.+ 2016 mistakenly states that the amount to redeem the subject property was $9,122.36. A true and correct copy of

" said Take Notice is attached hereto as Exhibit C

' 5.

That the Estimate of Redemption dated April 15, 2016 which Petitioner utilized to prepare its 22-

‘' 5 Take Notice improperly provides that the mailing fee paid was $17.41, when, in fact, it was $17.44 (see Exhibit

« C). A true and correct copy of said Estimate of Redemption is attached hereto as Exhibit D,

£ o

The amount to redeem the subject property on April 22, 2016, was 39.122.33, not $9.122 36,

7. That Petitioner made a bona fide attempt to comply with the statutory requirements of the Property

» Tax Cudlit: but failed to do so.

to struggling businesses and homeowners, and the most
favorable to tax buyers. “Do you want to be a state these
investors flock to, where greater profits are to be made
oftentimes from the most vulnerable?” he asked.8?

The 1951 law benefited tax buyers in another important
way.88

If a homeowner does not pay their back taxes, and the
tax buyer does not want the home, the tax buyer could
get out of the deal through a self-inflicted “error.” Tax

87 Ibid.

88 An Act to amend Sections 253, 263, 266, 268 and 270, and to repeal Sec-
tions 254, 265 of ‘An Act to revise the law in relation to the assessment of
property and the levy and collection of taxes, and to repeal certain Acts
herein named,’ filed May 17, 1939, as amended, H.B. 814, 634 Gen. Ass. § 1
(L. 1951).

89 Ibid. “If the county court shall refuse to enter an order directing the
county clerk to execute and deliver the tax deed, because of the failure of the
purchaser to fulfill any of the above provisions, it shall order the return of
the purchase price forthwith as in case of sales in error in all cases where the
purchaser or his assignee has made a bona fide attempt to comply with the
statutory requirements for the issuance of the tax deed.”

Sales in Error | History of a Tax Loophole

8. That pursuant to Section 35 [LCS 200/22-50 of the Property Tax Code Petitioner seeks the Court's

Figure 5: A tax buyer misstated by three cents the amount of money
a property owner needed to pay their taxes and fees. A judge agreed
to return the tax buyer’s money because of the self-inflicted error.
(Image enhanced to improve legibility)

Tax buyers have gotten their money back after filing pa-
perwork where a street address was misspelled as
Greemwood instead of Greenwood,?0 where one digit
was off for a home’s address,°! where a date was off by

90 “Petition for an Order Directing a Sale in Error,” In the Matter of the Appli-
cation of the County Collector Etc., Petition for ICIB Investments, Case No.
2019C0TD001082, January 15, 2021.

91 “Petition for Bona Fide Attempt Finding and Sale in Error,” In the Matter of
the Application of the County Treasurer Etc., Petition of Madison C/0
Stonefield IV, Case No. 2018COTD000968, April 16, 2019.
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one day“2 and where the total amount of money a home-
owner needed to pay was off by pennies.%3

In April 2016, a tax buyer notified a homeowner on Chi-
cago’s South Side that if they wanted to keep their home,
they had to pay a total $9,122.36 in back taxes and costs.
The tax buyer later obtained a sale in error. The reason?
The amount the tax buyer said the homeowner owed
was $9,122.33 - three cents less.%

Tax buyers, according to the Treasurer’s analysis, got
their investment back at least 1,269 times in bona fide
attempt cases during the seven-year period that was an-
alyzed.

Under current law, tax buyers face no financial penalty
for their errors. Instead, they get all their money back,
including any costs. The only thing they do not get for a
bona fide attempt is interest. More than $16.6 million
was diverted from governments and back to investors as
a result of mostly self-inflicted errors.

All of that money never made it to the schools, village
halls and park districts where it was intended.

Not all bona fide attempt errors were the fault of tax buy-
ers. Notification mistakes by county offices also can re-
sultin bona fide attempt rulings. The Covid-19 pandemic

92 “Motion for Bona Fide Attempt Finding and Sale in Error,” In the Matter of
the Application of the County Treasurer Etc., Petition of Sabre Investments,
LLC, Case No.2017COTD003724, March 20, 2019.

93 “Petition for an Order Directing a Sale in Error,” In the Matter of the Appli-
cation of the County Collector Etc., Petition for Tuwanna Dennis, Case No.
2018C0OTD000520, May 9, 2019.

94 Ibid.

95 “Motion for an Order Denying the Issuance of a Tax Deed and Finding a
Bona Fide Attempt and Application for a Sale in Error,” In the Matter of the
Application of the County Treasurer, Etc., Petition of: Invalot Holdings, LLC,
Case No. 2020COTD000794, Sept. 14, 2020.

Sales in Error | History of a Tax Loophole

led to some of those rulings because the pandemic
slowed court proceedings and interrupted Sheriff’s Of-
fice operations, which sometimes affected deputies’ abil-
ity to timely notify owners they were in danger of losing
their property for not paying their taxes.

One tax buyer, Invalot Holdings LLC, sought and received
its money back after the Sheriff failed to serve notice
“due to the sudden closure of the Sheriff’s office as a re-
sult of the Covid-19 emergency.”%

The pandemic affected tax buyers in other ways. The
courts in March 2020 ordered a 30-day moratorium on
evicting people from occupied properties,® later extend-
ing it to October 2021. The courts also temporarily
barred tax buyers from taking ownership of proper-
ties.97

Newline Holdings LLC bought the taxes on an occupied
condominium in May 2017. When Newline looked to
take ownership of the property, it could not because of
the Circuit Court’s orders.% Newline in April 2021 — a
year into the pandemic — told the court the delays cre-
ated additional costs that “make it economically unfeasi-
ble to acquire a tax deed.”®® Newline got its money back
— including costs, but without interest — as did dozens
of other tax buyers who made similar claims.

9 Timothy Evans, chief judge of Cook County Circuit Court, “General Adminis-
trative Order No: 2020-01 Covid-10 Emergency Measurers”, March 13, 2020,
@

97 Evans, “General Administrative Order, 2020-02,” Amended, October 16,
2020, @

98 “Petition for Declaration of Sale in Error,” In the Matter of the Application
of the County Treasurer, Etc., Petitioner Newline Holdings LLC, Case No.
2019C0TD003696, April 13, 2021.

99 [bid.
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COUNTY ERROR

Perhaps the most significant change in the current sale-
in-error statute came in 1983, with little legislative de-
bate. Lawmakers expanded the scope of sale in error to
include errors by county officials. The new law broadly
defined a county error as occurring when “the assessor,
supervisor of assessments, county assessor, board of re-
view, or board of appeals, as the case may be, has made
an error (other than an error of judgment as to the value
of any property).”100

That ambiguous definition of a what constituted a
county error opened a loophole that tax buyers have fi-
nancially exploited ever since.10! Those errors can be
profitable for tax buyers because they get up to 12% an-
nual interest added on when the county returns their
payments.

The Cost of County Errors

The term “county error” is not defined in the statute. The
law is so broad and open-ended that it does not require
the mistake to cause financial harm or be so significant
that it would have prevented the tax buyer from bidding
on the property.

Judges have been given little legal guidance and tend to
routinely approve requests from tax buyers.

“Given this lack of express guidance, it is not surprising
that the judges who heard these cases generally granted
sales in error in cases where they were satisfied that the
Assessor in his property description made an error,”
Cook County Circuit Court Judge Patrick Stanton wrote
in siding with a tax buyer in a March 2020 sale-in-error
case, where the Assessor’s website misclassified a two-

Type of Error

Number of
Sales in Error

Percent of

Total Refunded

Interest Paid

County Errors

Assessor website error 1,974 37.58% $42,813,959.84 $4,241,593.15
Sheriff service error 1,119 21.30% $34,691,400.82 $5,989,307.94
Incorrect classification 908 17.29% $31,024,419.76 $3,218,894.51
Property location error 258 4.91% $18,730,585.27 $1,656,511.76
Wrong amount sold 308 5.86% $6,505,489.91 $602,660.10
Clerk of Court mailing error 465 8.85% $6,401,259.54 $975,791.06
Common area assessed at more than $1 51 0.97% $2,076,939.13 $250,921.25
Not Available 7 0.13% $1,827,298.50 $353,343.07
Square footage error 16 0.30% $898,884.71 $121,937.00
Other 147 2.80% $3,038,778.44 $341,471.78
Total 5,253 100% $148,009,015.92 $17,752,431.62

The Treasurer Office’s analysis shows that the most com-
mon reason someone seeks to overturn a sale is related
to provisions dealing with a county error.102

Judges overturned at least 5,253 tax sales due to “county
error”— about 48% of all sales in error granted from
September 2015 into September 2022. Tax buyers re-
ceived more than $148 million, including at least $17.7
million in interest.

100 An Act to amend Section 260 of the ‘Revenue Act of 1939, filed May 17,
1939, as amended, S.B. 962, 7314 Gen. Ass. § 1 (I.L. 1983).

101 The Illinois sale-in-error statute was expanded on July 7, 2000 to add the
phrase “or other county official.” An Act concerning taxation, Pub. Act 91-924,
S.B. 1693, 915t Gen. Ass. (I.L. 2000).

102 (35 ILCS 200/21-310(a)(5)). “The assessor, chief county assessment of-
ficer, board of review, board of appeals, or other county official has made an
error (other than an error of judgment as to the value of any property.”
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story building. “There have been very few reported ap-
pellate decisions to guide the trial courts that hear these
matters.”103

In fact, tax buyers count on the Assessor to have a web-
site laden with errors as a hedge against a financial loss.

“Wheeler (Financial) has made business decisions based
on the ten plus years of consistent rulings that should it
find evidence of assessor errors on properties sold it can

103 “Memorandum Opinion and Order,” In the Matter of the Application of the
County Treasurer, Etc.,, Wheeler Financial, Inc., Petitioner, Case No.
2018C0TD006973, March 11, 2020, p. 3.
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obtain sale-in-error relief,” Wheeler Financial lawyer
David Gray Jr. argued in a petition filed in a January 2020
court case. Wheeler in that case had sought its money
back because the Assessor said a home had no garage,
when, in fact, it had a garage.104

Gray argued in court papers that the State Legislature in-
tended for Assessor errors to be grounds to overturn a
tax sale. “The assessor is responsible for assessing so
many properties. .. that the legislature contemplates er-
rors are inevitable and provides the protection to tax
purchasers of allowing sales in error in cases of error,”
Gray wrote. “This protection encourages tax purchasers
who might otherwise hesitate to bid on properties if they
had no recourse in vacating the sale on the basis of an
error.”105

Wheeler Financial, Gray said, “faces, potentially, a signif-
icant financial hardship” if the court were to rule Asses-
sor mistakes no longer qualify as a sale in error.106

The State’s Attorney’s Office argued that Wheeler Finan-
cial offered no evidence that it suffered any financial loss
because of the Assessor’s error. “If Wheeler chose to in-
vest in a tax lien without any expectation about the

104 “Amended Petition for Declaration of Sale In Error,” In the Matter of the
Application of the County Treasurer, Etc., Wheeler Financial, Inc., Petitioner,
Case No. 2019COVT000857, January 21, 2020, p. 9.

105 Tbid., p. 6

106 Tbid., p. 9
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characteristics of the property, it cannot later claim a
loss — after making the investment — by studying the
assessor’s characteristics data, for the first time, and
finding a mistake,” the State’s Attorney wrote.107

In March 2020, Judge Stanton sided with Wheeler Finan-
cial, vacated the sale and ordered Cook County to return
Wheeler’s money, which totaled more than $5,600, in-
cluding nearly $1,400 in interest. The State’s Attorney’s
Office has appealed the judge’s ruling.

The Center for Municipal Finance at the University of
Chicago Harris School of Public Policy had examined
government records relating to more than 50,000 prop-
erties offered at Cook County Scavenger Sales and noted
the likelihood for government errors.

“Such errors are common among property records main-
tained in many jurisdictions, as government officials
cannot practically record the exact condition of every
property in real time and perpetuity,” the authors wrote
in a footnote to their 2021 report.108

For example, a home may not have an air conditioner one
day, but may have one installed a week later.

107 “Collector’s Objection to the Amended Petition for Sale in Error,” In re
Matter of the Application of the Cook County Treasurer, etc., Wheeler Finan-
cial, Inc., Petitioner, Case No. 2019COVT000857, February 18, 2020, p. 8

108 Maxwell Schmidt et al,, “Cook County Scavenger Sale Evaluation,” (Chi-
cago: Center for Municipal Finance, Harris School of Public Policy at the Uni-
versity of Chicago, 2021).
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THE ASSESSOR’S WEBSITE

The Assessor’s website includes listings of nearly 1.8
million properties. Residential properties have dozens of
individual characteristics including the home’s address,
square footage, number of bathrooms and whether it is
brick or wood frame or has a fireplace, garage, finished
basement or attic.10? This means there are millions of op-
portunities for a mistake to occur in online property de-
scriptions.

Characteristics

Property Details

r if . -
LE g

DESCRIPTION One story residence, any age, up to 999 square feet

RESIDENCE TYPE One Story
use Single Family
APARTMENTS [}

EXTERIOR CONSTRUCTION  Masonry
FULL BATHS 1

HALF BATHS o
BASEMENT' Full
ATTIC None
CENTRAL AIR No
NUMBER OF FIREPLACES 0
:3_\‘&;\«:55 GARAGE SIZE/TYPE® Nene
AGE 95

BUILDING SQUARE FOOTAGE 780

ASSESSMENT PHASE Assessor Valuation

Figure 6: A tax buyer got their money back — with interest — be-
cause the Assessor’s website stated the home was one story with no
attic, when it either had an attic or a second floor.

This leads to tax buyers combing the website and other
government records for errors in hopes of overturning
the sale when a property owner does not pay their delin-
quent taxes.

The Treasurer’s analysis shows tax buyers repeatedly
profited from mistakes on the Assessor’s website, with
judges granting sales in errors to tax buyers at least
1,974 times.

For example, tax buyers got their money back, plus costs
and interest, because the Assessor’s website wrongly de-
scribed a building’s exterior as wood frame when it was
made of brick, 396 times; wrongly said a home had no
basement when it did, 44 times; and mistakenly listed
properties as having “zero” square feet of space, 35
times.

109 Cook County Assessor’s Office, “Cook County Assessor’s Residential Prop-
erty Characteristics”, Cook County Government Open Data, archived May 11,
2022, @

110 “Holdings,” Hunt Companies, @

111 “Petition for Sale in Error,” In the Matter of the Application of the Count
Treasurer, Etc., Cazenovia Creek Funding I, LLC, Petitioner, Case No.
2016COVT001641, August 18, 2016.
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Cazenovia Creek Investment Management, a subsidiary
of Texas-based Hunt Companies,11° received almost $5
million — including nearly $250,000 in interest — in Au-
gust 2016 because the Assessor’s website listed the
River Oaks West Shopping Center in Calumet City as hav-
ing zero square feet. Obviously, the mall was larger than
zero square feet.111 According to the Treasurer’s analy-
sis, that was the second-largest amount paid out for a
sale in error from September 2015 into September 2022.

Later that same month, Cazenovia Creek again hit pay
dirt. The company received more than $1.9 million — in-
cluding over $220,000 in interest — because a two-story
commercial building in south suburban Matteson was
listed as having zero square feet, when the property has
more than 103,000 square feet.112

The Assessor’s Office has since modified its website.
Where a taxable building’s square footage was once
listed as “zero,” asterisks are now in its place. The Asses-
sor’s website notes that if a tax buyer or someone else
wants to know a building’s size where asterisks have re-
placed square footage, that person must file a public rec-
ords request.113

Other website errors included the Assessor stating a
home had a garage when, in fact, it had no garage, 947
times; and the opposite of that, a home had no garage,
when, in fact, it did have a garage, 105 times; and a home
did not have air conditioning, when, in fact, it did, 24
times.

112 “Petition to Vacate Tax Sale,” In the Matter of the Application of the Count
Treasurer, Etc., Cazenovia Creek Funding I, LLC, Petitioner, Case No.
2016COVT001660, August 25, 2016.

113 “Property Details,” Cook County Assessor’s Office, @
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Assessor’s Website Errors

Other/ Multiple Reasons 154 (8%)

Zero Square
Footage 35 (2%)
Has Basement
44 (2%)

Has Garage

105 (5%)

No Garage 947
(48%)

Has Attic or Extra
Story 298 (15%)

Building Materials Error
396 (20%)

Figure 7: A breakdown of the primary type of Assessor website er-
rors. For instance, 947 times the Assessor said a property had a gar-
age when, in fact, it had no garage.

Real Tax Acquisitions, owned by New Jersey private eq-
uity firm Tryko Partners, visited a home it had bought
the taxes on and discovered it had central air, when the
Assessor stated the home did not.114

Given Chicago’s sometimes sweltering summers, a home
equipped with central air conditioning would seemingly
be a good thing. But in the tax sale game, that is not what
matters. What matters is the Assessor’s website con-
tained a mistake.

Real Tax Acquisitions took photographs of the home to
make its case in court they should get their money back
with interest. “As demonstrated by the attached pictures
... of the compressor and intake, the property does in-
deed have central air conditioning,” the company’s law-
yer wrote in successfully arguing for the judge to vacate
the tax sale.115

Real Tax Acquisitions received nearly $30,980 that in-
cluded atleast $5,200 in interest.

AJD Tax Liens, one of the ventures with ties to Bingham,
received a payout of $304,865 — including more than
$52,000 in interest — because the Assessor’s website

114 “Motion to Vacate Tax Sale,” In the Matter of the Application of the County
Collector, Etc., Petition of Real Tax Acquisitions, LLC, Case No.
2018COTD004729, December 5, 2019.

115 Ibid., p. 1

116 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Treasurer, Etc., Petition of AJD Tax Liens, LLC, Case No.
2017COVT001133, September 13, 2017.
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listed a home in south suburban Harvey as having no
garage, when, in fact, it had a garage.!16

Another one of Bingham'’s entities, Gan B, paid all of the
delinquent taxes on an uninhabitable Harvey home for
the years 2000 through 2013, even though the amount
of back taxes paid exceeded the home’s market value.
Gan B assigned the tax lien to Red Top Illinois.

Red Top subsequently sought its money back, with inter-
est, because the Assessor’s website incorrectly stated the
home did not have an attic.1?7 In court filings, Red Top
included a picture of the property — a boarded up,
weed-infested, dilapidated home with an attic.118 Red
Top received more than $93,000, including at least
$17,000 in interest.

Figure 8: A judge ordered Red Top LLC get its money back with in-
terest because the Assessor’s website stated this dilapidated single-
family home did not have an attic (Cook County Assessor’s website
photo.)

The home in the 15700 block of Lexington Avenue has
since been torn down, according to the city of Harvey.
The Assessor’s website, however, still classifies the
property as a one-story home with no attic.119

Then, there’s the strange and tortuous case of a south
suburban strip mall — a high-stakes tax deal that went
sour and sparked accusations of chicanery and fraud.

The saga began in April 2017 when a Bingham shell com-
pany, Gan C, paid $1.4 million in taxes owed on the

117 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc., Petition of Red Top Illinois, LLC, Case No.
2017COVT000717, July 3, 2017.

118 Ibid.

119 “Property Details,” Cook County Assessor’s Office, @

Page 22


https://www.cookcountyassessor.com/pin/29173150320000

former Smiley Plaza in Calumet City. Gan C assigned the
purchased taxes to a sister entity that, in turn, assigned
them to yet another Bingham shell company, Eeservices
Inc.

Eeservices in August 2018 sued to undo the sale and to
getits money back. Why? Because the Assessor’s website
incorrectly listed the shopping center’s address as Dol-
ton “Avenue” instead of Dolton “Road.”120

Cook County Circuit Court Judge Maureen Hannon
agreed to vacate the sale and to return Eeservices’
money. But Eeservices’ win was short-lived. The State’s
Attorney’s Office asked Hannon to reconsider.

Four months later, Hannon reversed herself, saying, “I
made a mistake of the law. It was my second day on the
bench.”121 She said the Assessor website mistake was so
minor that it did not warrant overturning the sale and
returning the money to Bingham.

Figure 9: Smiley Plaza in Calumet City (Cook County Assessor's web-
site photo.)

That’s when things got strange.

Eeservices appealed. The appellate court in January
2020 ruled against Bingham and Eeservices, finding that

120 “Application for an Order Declaring a Sale in Error,” In the Matter of the
Application of the County Treasurer, Etc., Petition of Eeservices Inc., Case No.
2018COVT001514, August 8, 2018.

121 “Transcript of the Proceedings,” In the Matter of the Application of the
County Treasurer, Etc., Petition of Eeservices Inc., Case No.
2018COVT001514, December 7,2018.

122 Eeservices Inc. v. Maria Pappas, Cook County Treasurer, Ex Officio Cook
County Collector, 161 N.E.3d 283, 287 (Ill. App. 1 Dist. 2020)

123 “Petition for Order Declaring Sale in Error,” In the matter of the Applica-
tion of the County Collector, Etc., Petition of Gan C, LLC, Case No.
2019C0TD004458, November 20, 2019.

124 (35 ILCS 200/21-310(b)(4)). “The real property contains a hazardous
substance, hazardous waste, or underground storage tank that would re-
quire cleanup or other removal under any federal, State, or local law, ordi-
nance, or regulation, only if the tax purchaser purchased the property

Sales in Error | The Assessor’'s Website

to return money in the case — a dispute over “Avenue”
versus “Road” — would “yield absurd results.”122

However, two months earlier while the case was still un-
der appeal, Bingham filed a new case in Cook County Cir-
cuit Court. For the first time, Bingham’s Gan C claimed
that the shopping center had hazardous materials in it,
namely asbestos, lead and black mold.123 Under state
law, tax buyers can get their money back, without inter-
est, if they did not know that hazardous waste was on the
property.124

The strip mall’s owner, Nationwide Real Estate Invest-
ments Inc., accused Gan C of improperly gaining access
to the strip mall “by having its agents impersonate gov-
ernment officials.”125

Three people working for environmental testing compa-
nies in November 2020 presented a letter to store own-
ers stating they were with Calumet City’s Department of
Inspectional Services and were there to take asbestos
and lead samples, according to police records.126 A sus-
picious store manager called police. A Calumet City offi-
cial who responded to the scene told police that the
letter, filled with typos, was fake — it bore a fictious gov-
ernment email address and a bogus phone number, ac-
cording to a police report on the incident.

One of environmental workers, according to the police
report, told officers that “his boss, Greg Bingham, gave
him the form and told him to present the form.”127

Police said when they asked Bingham about the fake let-
ter, he “could not answer directly and rambled on about
certain requirements relating to Covid 19.”128 Police
asked Bingham, according to their report, if he had a so-
licitor’s license from Calumet City and he told them he
did not.129

without actual knowledge of the hazardous substance, hazardous waste, or
underground storage tank.”

125 “Reply in Support of Motion to Dismiss,” In the Matter of the Application
of the County Treasurer, Etc., Petition of Gan C, LLC for Tax Deed, Case No.
2019C0TD004458, February 16, 2021.

126 “Calumet City Police Department, Incident Report for 20-41723,” In the
Matter of the Application of the County Treasurer, Etc., Petition of Gan C, LLC
for Tax Deed, Case No. 2019C0TD004458, December 7, 2020,

127 Ibid.

128 Tbid.

129 Tbid.
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Police cited the three environmental workers for solicit-
ing without a license and told them not to return.

In a civil court filing, Nationwide raised the specter that
“Eeservices and Mr. Bingham should be sanctioned for
committing a fraud upon the appellate court.”13° Nation-
wide said Eeservices did not tell the appellate court it
had assigned the tax certificate to Gan C — which simul-
taneously was pursuing the matter in County Circuit
Court. All the while, according to Nationwide, Eeservices
proceeded with its case in the appellate court.

Judge Hannon in April 2021 again denied Gan C’s request
for a sale in error.13! Gan C has appealed, and the case is
pending.

The Assessor’s website is also filled with errors involv-
ing highways, public thoroughfares and other govern-
ment-owned land and buildings. Governments own so
much property that there will be instances where the
property has not been given tax-exempt status!3? or
where the Assessor’s website has an outdated property
classification.

For each tax sale, the Treasurer’s Office provides munic-
ipalities a list of tax delinquent properties being offered.
The Treasurer asks each municipality to check the list to
see if they own any of the properties and to take steps to
have them removed from the sale.

Despite that, 565 government-owned properties - land,
buildings and highways - have been sold at tax sales
from 2015 to 2019. Because of those errors, more than
$32.3 million has been paid back to tax buyers, including
$3.7 million in interest.

When expressways are built or undergo reconstruction,
a house or other piece of property may be condemned to
make way for the new roadway. The Assessor’s website
has sections of roadways classified as taxable parcels —
as single-family homes, businesses, vacant land or apart-
ments.

The Treasurer’s Office has sold those sections of high-
ways over and over.

The revolving sale of public highways is partly due to
poor communication among county government offices.
The State’s Attorney’s Office does not consistently track
sales-in-error court cases and their outcomes, and had
not regularly alerted the Treasurer, Assessor and other
county offices about mistakes so that they could be cor-
rected.

That means a section of Chicago highway might remain
classified as a taxable parcel, which leads to it being mis-
takenly sold again, only for another tax buyer to get yet
another sale in error.

Highway parcels sold at Cook County tax sales

Highway Se;:(t)llt:lns Times Sold Total Refunded Interest Paid Date First Sold Date Last Sold

Kennedy Expressway 15 35 $3,952,440.95 $279,195.11 1/9/2002 4/5/2017
Dan Ryan Expressway 10 21 $820,403.75 $68,629.40 3/26/2003 7/24/2017
Interstate 57 7 11 $627,601.06 $68,328.43 12/30/2005 4/3/2017
Tri-State Tollway 11 24 $828,756.24 $113,097.79 8/21/2002 5/4/2018
Chicago Skyway 3 5 $22,341.18 $768.56 11/26/2003 7/19/2017
Stevenson Expressway 1 1 $118,307.26 $0.00 6/8/2016 6/8/2016
Eisenhower Expressway 2 2 $405,352.93 $0.00 4/4/2017 4/4/2017
Edens Expressway 1 1 $38,005.14 $7,674.43 1/5/2016 1/5/2016
Total 50 100 $6,813,208.51 $537,693.72 1/9/2002 5/4/2018

The Treasurer Office, however, will automatically re-
move properties that it knows are government owned.

130 “Motion to Dismiss,” In the Matter of the Application of the County Treas-
urer, Etc., Petition of Gan C, LLC for Tax Deed, Case No. 2019C0TD004458,
April 6, 2020.

Sales in Error | The Assessor's Website

131 “Order,” In the Matter of the Application of the County Collector, Etc., Peti-
tion of Gan C, LLC, Case No. 2019COTD004458, April 9, 2021.

132 Anthony O’Brien, supervisor of real estate tax litigation for the Cook
County State’s Attorney Office, interview, July 2, 2021.
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The Treasurer’s
wrongly sold sections of

Uiilvcll Interstate parcels were sold in error, including at least 15 on the Kennedy Expressway

the Kennedy,!33 the Dan
Ryan,134 the Stevenson, 135
Interstate 57,136 the Tri-
State  Tollway,137 the
Edens,!38 the Skyway!3?
and the Eisenhower,140 as

well as dozens of other £
roads and public thoroughfares.14! The office |~

sold the same section of one highway seven dif-

ferent times. b~

These avoidable mistakes are costly. Highway
errors resulted in more than $6.8 million being
paid to tax buyers, including almost $538,000 in
interest, according to the Treasurer’s analysis.

The Treasurer’s Office erroneously sold _J
parts of the Kennedy Expressway at least |\
35 times since 2002, the Tri-State Tollway

24 times and the Dan Ryan, 21 times.

L
@_Eﬂ_‘-! |

f The Treasurer's Office has repeatedly
sold sections of public highways at
tax sales, some multiple times.

At least 50 sections of public

The Treasurer’s Office wrongly sold a single sec-
tion of the Tri-State Tollway in southwest suburban Jus-
tice seven different times from 2003 to 2017.

In March 2017, the Treasurer offered for sale the unpaid
taxes on a property the Assessor claimed was a single-
family, one-story home in Justice valued at $116,110.
Gan B purchased years of back taxes on the property —
for years 1996, and 1998 through 2014. Gan B assigned
the taxes to another Bingham-related entity, Estle Inc.,
which sought and received a sale in error.142

133 “Petition for Order Declaring a Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of Corona Investments, LLC, Case
No.2017COVT000386, February 24, 2017.

134 “Petition for Sale in Error,” In the Matter of the Application of the County
Collector, Etc., Petition of Blossom63 Enterprises, LLC, Case No.
2018COVT000153, January 16, 2018.

135 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc., Petition of Gan C, LLC, Case No. 2018COVT000951,
May 15, 2018.

136 “Petition to Vacate Tax Sale,” In the Matter of the Application of the County
Collector, Etc., Petition of Red Top Illinois, LLC, Case No. 2017COVT001345,
October 18, 2017. (Note: The court filing has the wrong name for the ex-
pressway; it is actually Interstate 57.)

137 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc., Blossom63 Enterprises, LLC, Case No.
2018COVT000864, April 19, 2018.

138 “Petition for Declaration of Sale in Error and Order of Refund,” In the Mat-
ter of the Application of the County Treasurer, Etc., Petition of Phoenix Bond &
Indemnity Company, Case No. 2018COVT000055, January 10, 2018.
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highways have been sold in error
since 2002.

A judge ordered money refunded, which totaled nearly
$160,222, including about $21,000 in interest.

“The subject property is currently used as a public thor-
oughfare,” Estle’s lawyer wrote in a court filing. “Specifi-
cally, the subject property is part of the Tri-State
Tollway.”143

Bingham and his business associates obtained at least 45
sales in errors on highways since 2014 — by far the most

139 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc., Petition of A]D Tax Liens, LLC, Case No.
2016COVT000568, February 26, 2016.

140 “Petition to Vacate Tax Sale,” In the Matter of the Application of the County
Collector, Etc., Camanro Inc., Case No. 2018COVT001377, July 24, 2018.

141 “Amended Petition for Order Declaring a Sale in Error,” In the Matter of
the Application of the County Collector, Etc., Petition of SLS I, LLC, Case No.
2017COVT001464, November 27, 2017.

142 “Petition for Order Declaring a Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of Estle, Inc., Case No.
2018COVT001281, July 12, 2018.

143 [bid.,, p. 1
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of any tax buyer. About $4.7 million was paid to Bingham
and his associates, including more than a half million dol-
lars in interest.

Other error-prone properties have cycled through tax
sales, as well. Taxes on a property are sold, a Circuit
Court judge declares a sale in error, the error is not cor-
rected, the property is sold again and another sale in er-
ror is granted.

The Treasurer’s study found at least 465 properties that
had two or more sales in errors granted for the same rea-
son. The result: Almost $21.4 million was returned to tax
buyers, including nearly $2 million in interest.

One such property was what the Assessor’s website
characterized as vacant land south of Chicago’s

144 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc, Petition of Auction Z Inc, Case No.
2018COVT001119, June 4, 2018.

Sales in Error | The Assessor’'s Website

downtown. Turns out, railroad tracks run through the
property.

A Bingham entity, which had bought the taxes, in July
2018 received a sale in error.144

The mistake went uncorrected and the property’s taxes
again were sold, this time to Stonefield Investments.
Stonefield assigned the tax lien certificate to Ellington In-
come Opportunities Fund, which received a sale in error
in December 2020.145

The Ellington fund wrote in its court petition that the
land, classified as vacant, is “part of the Railroad and
therefore should be classified as RR, railroad property.”

The uncorrected mistake meant that nearly $1.2 million
was paid to the Ellington Fund, including almost $85,000
in interest.

145 “Petition for Order Declaring a Sale in Error,” In the Matter of the
Application of the County Collector, Etc., Petition of: Ellington Income
Opportunities Fund, Case No. 2020COVT000272, November 25, 2020.
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TAKE NOTICE

[llinois law has built-in safeguards to give owners re-
peated notifications that they need to pay up or risk los-
ing their home, business or land.

Between three and six months before the last day a prop-
erty owner is given to pay delinquent taxes, the tax buyer
must alert the owner and other interested parties with
three separate notices.1*6 These warnings are known as
“take notices.” They spell out that the property has been
sold and that the taxes, including all costs and interest,
must be paid by a certain date. The notices also point out
that if the taxes are not paid, the tax buyer could seek a
deed to the property.14?

One “take notice” is mailed by the Circuit Court Clerk,148
one is published in a local newspaper!*® and one is
served by the Sheriff’s Office.150

The task of personally serving the “take notices” falls to
the Sheriff’s Civil Process Unit, an understaffed unit that
serves not only tax deed notices, but other court related
documents such as orders of protection, firearms re-
straining orders and evictions.

If a person cannot be personally served with a “take no-
tice,” the Sheriff has to notify them via certified or regis-
tered mail.15! State law requires the Sheriff to send a
certified letter, even if the deputy on a visit to the prop-
erty finds it is a vacant lot, an unoccupied, boarded up
building or the address is nonexistent.152

The Civil Process Unit can be swamped with paperwork.
For instance, in the last week of October 2021, Sheriff’s
deputies received paperwork to serve 6,820 people and
entities — one-third of which involved serving notices in
tax deed cases.153

146 (35 ILCS 200/22-10). “A purchaser or assignee shall not be entitled to a
tax deed to the property sold unless, not less than 3 months nor more than 6
months prior to the expiration of the period of redemption, he or she gives
notice of the sale and the date of expiration of the period of redemption to
the owners, occupants, and parties interested in the property, including any
mortgagee of record . ..”

147 [bid.

148 (35 ILCS 200/22-25). “The clerk shall promptly mail the notices delivered
to him or her by certified mail, return receipt requested.”

149 (35 ILCS 200/22-15). “The purchaser or his or her assignee shall give
the notice required by Section 22-10 by causing it to be published in a

newspaper . .. In addition, the notice shall be served by a sheriff .. .”
150 Ibid.
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[t is not uncommon for a tax buyer to drop off stacks of
paper “take notices” with the sheriff’s office. A notice for
a single property may require Sheriff's deputies to serve
dozens of addresses. The notices could include multiple
addresses for the property owner, a mortgage company,
government agencies or anyone who may have recently
lived in the property. A tax buyer can seek a sale in error
if every one of the interested parties is not timely noti-
fied in person or by cer-

tified letter.

Figure 10: Stacks of notices
waiting to be served by Sher-
iffs deputies in October
2021. (Photo courtesy of
Cook County Sheriff’s Office.)

The Treasurer’s Office found that tax buyers received
more than $34 million, including at least $5.9 million in
interest, due to at least 1,119 Sheriff services errors.

Three tax buyers alone account for about 60% of all
Sheriff service errors, according to an analysis of Sher-
iff’s data that the Treasurer’s Office obtained through the
Freedom of Information Act. They are Wheeler Financial,
which was granted 357 Sheriff sales in errors; Alterna
Tax Asset Group, 154; and First National Assets, 153.

Both the Cook County State’s Attorney’s Office and the
Sheriff's Office said some tax buyers wait until the last
minute to drop off a stack of “take notices” they want
served.

One of Alterna’s funds, ATCF II LLC, received its money
back with interest after the Sheriff’s Office could not
serve in time notice to 38 individuals and entities, in-
cluding serving the same entities at multiple ad-
dresses.15* According to Sheriff's Office data, the
deputies received “take notices” from Alterna on

151 Ibid. “If any owner or party interested, upon diligent inquiry and effort
cannot be found or served with notice in the county, then the person making
the service shall cause a copy of the notice to be sent by registered or certi-
fied mail, return receipt requested, to that party at his or her residence, if as-
certainable.”

152 Cook County Sheriff’s Office, interview, November 29, 2021.

153 Cook County Sheriff’s Office, interview, November 5, 2021.

154 “Motion for an Order Declaring a Sale in Error,” In the Matter of the Appli-
cation of the County Treasurer, Etc.,, MTAG as Cust ATCFII LLC, Petitioner,
Case No. 2019C0TD000396, February 5, 2020.
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February 8, 2019. Those had to be personally served and
followed up with certified mail notices by March 5, 2019
— 25 days later.

During a four-day period later that month — from Feb.
25, 2019 to February 28, 2019 — Alterna dropped off
1,410 notices for 99 tax cases with the Sheriff. It took the
Sheriff’'s Office, according to the Treasurer’s analysis,
nearly 18 days to enter those notices into its computer
system.

According to Kroll Bond Rating Agency, which evaluates
tax buyers such as Alterna and rates the securities they
issue, Alterna rarely forecloses on properties — 28 times
between 2009 and 2015.155 “The relatively small num-
ber of (real estate owned) properties is attributable to
Alterna’s strong upfront diligence process,” Kroll
wrote.156

Still, the Treasurer’s study found that the Sheriff's Office
often took weeks to enter information from tax buyers’
paperwork into its computer system, delaying the pro-
cess for serving the take notices. The Treasurer found
that, on average, it took Sheriff's Office more than 15
days to enter the information after tax buyers dropped
off the notices.

The Clerk of the Cook County Circuit Court also has arole
in warning property owners they could lose their home
or business. The Circuit Court Clerk is required to
“promptly” send notices by certified mail to property
owners and others.157

Yet, the Circuit Court Clerk’s office has failed at least 465
times during the past seven years to send the notices on
time. That has led to more than $6.4 million being re-
turned to tax buyers, including nearly $1 million in inter-
est.

155 Patrick McShane, Anthony Nocera, Lenny Giltman, and Usman Khan, Al-
terna Funding II, LLC, (New York: Kroll Bond Rating Agency, 2015).

156 Ibid., p. 8

157 (35 ILCS 200/22-25). “The clerk shall promptly mail the notices delivered
to him or her by certified mail, return receipt requested.”

158 “Motion for an Order Declaring a Sale in Error,” In the Matter of the Appli-
cation of the County Treasurer, Etc., Pine Valley One Real Estate LLC, Peti-
tioner, Case No. 2018COTD002669, December 13, 2018.

159 “Petitioner’s Motion for an Order Declaring a Sale in Error,” In the Matter
of the Application of the County Treasurer, Etc., Petition of: FNA 2015-1
Trust, U.S. Bank National Association, as Indenture Trustee, Case No.
2018C0OTD002488, November 20, 2018.
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Even being one or two days late can trigger a sale in er-
ror. The office, however, has missed deadlines by weeks
and, at times, has been late by more than a month.158

However, the tide has shifted against tax buyers who
seek to get their money returned due to the Circuit Court
Clerk failing to send out notices on time. It stems from a
dispute in early 2019 over whether the Circuit Court
Clerk was a “county” or a “state” official.

First National Assets sought its money back, with inter-
est, after the Circuit Court Clerk was late in mailing no-
tices.159

The State’s Attorney’s Office, however, argued the Circuit
Court Clerk was an official of the state government’s ju-
dicial branch, and thus not bound by the sale-in-error
statute relating to errors by county officials.16? The office
cited a 1982 Illinois Supreme Court ruling that the Cir-
cuit Court Clerk was not a county official.

Judge Hannon on Jan. 25, 2019 sided with the state’s at-
torney and ruled the Circuit Court Clerk was “not encom-
passed by” the statute.161

All was not lost for First National. In a separate order,
Hannon ordered the return of First National’s money —
although without interest — ruling that First National
had made a bona fide attempt but failed to follow the law
for obtaining a tax deed.162

Since Hannon'’s ruling, Cook County judges often have or-
dered tax buyers’ money returned, without interest,
when the Circuit Court Clerk makes a mailing error.
However, Circuit Courtjudges are not bound by their col-
leagues’ ruling. The Treasurer’s Office found at least a
half dozen cases since then in which judges have
awarded interest where the Circuit Court Clerk made an
error.

160 “Sur Reply of Collector Objecting to Petitioner’s Sale in Error Petition and
Responding to Petitioner’s Supplemental Brief,” In the Matter of the Applica-
tion of the County Treasurer, Etc., Petition of: FNA 2015-1 Trust, U.S. Bank
National Association, as Indenture Trustee, Case No. 2018COTD002488, Jan-
uary 11,2019.

161 “Order” by Judge Maureen O. Hannon, In the Matter of the Application of
the County Treasurer, Etc., Petitioner: FNA 2015-1 Trust, U.S. Bank National
Association, as Indenture Trustee, Case No. 2018COTD002488, January 25,
2019.

162 “Order” by Judge Maureen O. Hannon, In the Matter of the Application of
the County Treasurer, Etc., Petitioner: FNA 2015-1 Trust, U.S. Bank National
Association, as Indenture Trustee, Case No. 2018COTD002488, January 25,
2019.

Page 28



THE BANKRUPTCY LOOPHOLE

To protect their home or business, financially troubled
property owners can file for bankruptcy, which places al-
most all debt collections on hold, including unpaid prop-
erty taxes.

A property’s taxes should not be sold if an owner has a
pending bankruptcy, which temporarily bars creditors
from trying to collect money or seize property.

If the Treasurer’s Office wrongly sells them, tax buyers
may seek to vacate the sale and recoup their money, plus
costs and interest.163 Sometimes the bankruptcy court or

Bankruptcy Sales in Errors

Status of Bankruptcy

government loses because tax buyers can get their
money back, with interest. That is due to revisions in
1989 to the state’s property tax law — yet another
change that favored the interests of institutional tax buy-
ers over taxpayers.165

First National Assets bought the taxes on a home in south
suburban Markham on June 6, 2016. On Jan. 3, 2019 —
more than 2 % years after the taxes were sold — the
homeowner filed for bankruptcy protection. First Na-
tional successfully obtained a sale in error.166

Number of Interest Paid

Properties part of a pending bankruptcy that should not have been sold at a tax sale* 319

‘ Total Refunded

Cases

$5,223,513.53 $532,146.27

Bankruptcies filed after a tax sale

888 | $16,945,789.13 $2,478,045.97

Total

1,207 | $22,169,302.66 $3,010,192.24

*Tax buyers got refunds at least eight times for bankruptcies filed and closed before the tax sale, revealing another loophole in the law.

lawyers do not notify the Treasurer’s Office that a prop-
erty owner filed for bankruptcy. And sometimes the
Treasurer misses a bankruptcy filing and mistakenly of-
fers a property at a tax sale.

The Treasurer’s study found that the office has wrongly
sold delinquent taxes on at least 319 properties that
were part of a pending bankruptcy. The Treasurer paid
back more than $5.2 million, including more than
$530,000 in interest.

Tax buyers in Illinois even win when a property owner
files for bankruptcy after the sale.16¢* They don't just get
their money back. They get it with costs and interest,
even though the filing of the bankruptcy is out of the con-
trol of any county official.

Even if a property owner files for bankruptcy long after
the sale but prior to the issuance of a deed, the

163 (35 ILCS 200/21-310(a)(6)). “[T]he court shall declare the sale to be a
sale in error [when]... prior to the tax sale a voluntary petition has been filed
by or against the legal or beneficial owner of the property requesting relief
under the provisions of 11 U.S.C. Chapter 7,11, 12, or 13.”

164 (35 ILCS 200/21-310(b)(1)). “A voluntary of involuntary petition under
the provisions of 11 U.S.C. Chapter 7, 11, 12 or 13 has been filed subsequent
to the tax sale and prior to the issuance of the tax deed.”

165 An Act to amend the Revenue Act of 1939, filed May 17, 1939, as
amended, by changing Sections 253 and 260 and adding section 260.1, H.B.
112, 86t Gen. Ass. (I.L. 1989).
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The Treasurer’s analysis shows that property owners
filed for bankruptcy protection at least 888 times after
their taxes were sold. The Treasurer paid out nearly $17
million, including over $2.4 million in interest.

The law is so tilted in tax buyers’ favor that they have
won even if a bankruptcy is opened and closed before
the tax sale. That's because current state law does not re-
quire that the bankruptcy case be active at the time the
taxes were sold. That means tax buyers have gotten their
money back with interest in cases that would have no
impact on the tax buyer’s ability to seek ownership of the

property.

The Treasurer’s Office found eight instances where Cook
County judges ordered tax buyers’ money returned, plus
interest, in cases where the bankruptcy had been filed
and closed before a tax sale.

166 “Petitioner’s Motion for an Order Declaring a Sale in Error,” In the Matter
of the Application of the County, Etc., Petition of FNA 2018-1, LLC, U.S. Bank
National Association, as Indenture Trustee, Case No. 2018COTD006665, Jan-
uary, 22, 2019.
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Take the case of tax buyer First National Assets. The firm
bought nearly $41,000 in unpaid taxes on a liquor and
convenience store in west suburban Bellwood on Aug. 4,
2015.167 About 1 %2 years later, First National sought its
money back, including interest and costs because the
property owner had filed for bankruptcy.168

But the owner’s bankruptcy case, according to federal
court records, had closed Feb. 23, 2015—more than five
months before the tax sale had taken place.16%

A Cook County judge in 2017 overturned the sale and ap-
proved First National’s request for a refund of its
money.170

Other states are not as generous.

Terry Noble, chief deputy with the Fulton County, Ga.,
Tax Commissioner’s Office, said the county does not pay
interest under any circumstance involving the sale of tax
lien transfers, including in bankruptcy cases. “That road
only goes one way,” Noble said. “Whatever you buy from
us, that’s on you.”171

167 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc., Petition of FNA DZ, LLC, Case No. 2017COVT000104,
January 19, 2017.

168 bid.

169 Chapter 7 Bankruptcy Case No. 14-39580.

170 “Order,” In the Matter of the Application of the County Collector, Etc., Peti-
tion of FNA DZ, LLC, Case No. 2017COVT000104, March 1, 2017.
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Miami-Dade and Denver counties return money and pay
interest only if a property owner had a pending bank-
ruptcy at the time of the sale, in part because under the
bankruptcy law the property should not have been of-
fered for sale.172

However, the two counties do not refund money or pay
interest if the bankruptcy is filed after the sale, saying
that is on the tax buyer. In order to get their money back,
the tax buyer would have to become a creditor in the
bankruptcy case, just like anyone else who is owed
money.173

“If the bankruptcy was filed after the sale of the taxes
was completed, then we don’t refund anything and those
sold taxes are handled through the bankruptcy,” said
Dalton Weisshaar, business operations administrator for
the city and county of Denver Treasury Division. “We will
not allow them to add future years while the bankruptcy
is active, but the sale stands and no money or interest is
refunded.”174

171 Terry Noble, Fulton County Tax Commissioner’s Office, interview, October
21 & October 25, 2021.

172 Gerardo Gomez, Miami-Dade County Tax Collector’s office, email question
and answer, November 23, 2021; Weisshaar, email question and answer.

173 Gomez, email question and answer; Weisshaar, email question and an-
swer.

17¢ Weisshaar, email question and answer.
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WHEN ALL ELSE FAILS

From time to time, tax buyers will claim more than one
reason in seeking to overturn a sale and get their money
back. This can be a hedge against a judge who just might
refuse to grant a sale in error for one reason but grant it
for another.

Some tax buyers sometimes will cite two or more differ-
entreasons in seeking to overturn a tax sale and get their
money back.

Integrity Investment Fund said the Assessor’s website
claimed a Chicago home had a detached garage, when in
fact it had no garage.1’> Integrity sought to undo the
2016 tax sale for a “county error.” In that same case, In-
tegrity also said a sale in error could be granted for two
other reasons as well: The property was substantially
destroyed after the sale and the city in February 2019
had filed a demolition lien against the property.176

A judge reversed the sale and refunded a total of almost
$15,000, including at least $2,200 interest to Integrity
Investment.

And then there’s the house no one wanted.

o 3 -ﬂ#‘ v i st

Figure 11: This C fcagb home has been the s-uz)ject of four sales in
error since 2010 (Cook County Assessor's website photo.)

The owner of a single-family brick home in Chicago’s
South Side repeatedly fell behind in paying property

175 First Amended Petition for Sale in Error,” In the Matter of the Application
of the County Collector, Etc., A Petition of: Integrity Investment Fund, LLC,
Case No. 2018C0OTD007346, September 27, 2019.

176 [bid.

177 “Petition for Declaration of Sale in Error,” In the Matter of the Application
of the County Treasurer, etc.,, Wheeler Financial, Inc., Petitioner, Case No.
2015C0TD001505, August 7, 2015.

178 “Petition for Order Declaring a Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of U.S. Bank Custodian for Illinois
Salt Fox Investments, LLC, Case No. 2016COTD002748, January 18, 2017.
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taxes. Four different buyers purchased the home’s taxes
at separate sales, and all four asked judges to overturn
the sales and give them their money back.

First up was Wheeler Financial, which bought the home’s
2010 unpaid taxes. Wheeler later received a sale in error
after failing to notify another tax buyer with an interest
in the property that it was seeking a deed to the home.177

That tax buyer, Illinois Salt Fox Investments, LLC had
purchased the home’s 2011 delinquent taxes. Illinois Salt
Fox, in turn, received its money back without interest af-
ter the Circuit Court Clerk failed to timely notify inter-
ested parties to the tax case.178

Next, NR Deed — a shell company controlled by Atlanta-
based hedge fund GSRAN-Z — bought the distressed
home’s 2013 taxes.!’ NR Deed filed a petition to seek
ownership of the home in March 2018 and switched tac-
tics after the homeowner did not pay up.

NR Deed in February 2019 argued the Assessor’s Office
erred by describing the property as a one-story home
when it really should have been classified as an “old style
rowhouse” or a townhouse because it shares a wall with
a neighboring residence.18® The judge agreed, over-
turned the sale and awarded NR Deed $6,225, including
interest.

Despite the judge’s ruling, the Assessor’s description of
the property remained unchanged.

Eventually, the house ended up on the Treasurer’s Scav-
enger Sale list. There, a Chicago resident purchased
rights to the home in July 2019.181

In April 2022, the resident sought her money back, with
interest, and asked a judge for a sale in error. The judge
agreed. The reason? The property was still classified as
a one-story home.

179 “Petition to Vacate Tax Sale,” In the Matter of the Application of the
County Collector, Etc., Petition of NR Deed, LLC, Case No. 2018COTD001954,
February 26, 2019.

180 bid.

181 “Petition for Declaration of Sale in Error,” In the Matter of the Application
of the County Treasurer, Etc., Petition of Leora Luckett for Tax Deed, Case No.
2021C0OTD003756, April 19, 2022.
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Breakdown of Sales in Error

Percent
of re- Num- | Percent Interest Tax Code 35 ILCS
Error Refund To- fund ber of of Er- Usually 200 section (If ap-
Rank Basis for Sale in Error tal dollars  Errors rors Paid plicable)
1 Error by county official $148,009,015.92 | 53.33% 5253 | 48.22% Yes 21-310 a(5)
2 Property is owned by a unit of government $32,338,796.23 | 11.65% 565 5.19% Yes 21-310 a(7)
3 Owner of property filed for bankruptcy after taxes $16,945,789.13 6.11% 888 8.15% Yes 91-310 b(1)
were sold
4 Property is not subject to taxation, or taxes are §16,914,576.26 6.09% 312 2 86% Yes 21-310 a(1)
null and void
5 Tax Buyer made a hona fide attempt to get deed $16,642,631.41 6.00% 1,269 11.65% No 22-50
6 There is a municipal lien on the property $15,260,640.03 5.50% 813 7.46% No 22-35
7 ::‘;::tey improvements were destroyed after the $10,663995.11 | 3.84% | 583 | 535% | No 21310 b(2)
The U.S. Government has an interest in the prop- 0 o i
8 erty that isn't extinguished by a tax deed $5,343,276.36 1.93% 206 1.89% Yes 21-310 b(3)
9 2;’:2” of property filed for bankruptcy prior to §5223,513.53 | 1.88% | 319 | 2.93% | Yes 21310 a(6)
10 | Taxes were paid prior to sale $3,288,111.11 1.18% 456 4.19% Yes 21-310 a(2)
11 Hazardgus waste is on the property that the tax $2,603,096.69 0.94% 29 0.27% No 21310 b(4)
buyer did not know about prior to sale
12 | Judge ordered sale in error as equitable remedy $1,868727.20 |  0.67% 102 | 0.94% | No Equity Issue
- basis not listed in statute
13 | Property description is void for uncertainty $1,179,695.84 0.43% 22 0.20% Yes 21-310 a(4)
14 | The property does not have a merchantable title $684,853.26 0.25% 38 0.35% No 22-55
15 | There was a double assessment $71,207.14 0.03% 4 0.04% Yes 21-310 a(3)
16 | A member of the military has been granted an ex- §12,979.91 0.00% 5 0.05% Yes 21-310 a(8)
tension to pay taxes
.| Notenoughinformation to determine why a sale §504,961.66 |  0.18% 29| 027%| N/A Not Classified
in error was granted
Total $277,555,866.79 100.00% 10,893 100.00%

The Illinois property tax law has enough loopholes that  their money back. By far, the most often reason cited was
itis often easy for a tax buyer to wiggle out of a deal. For  an error by a county official, one of 10 sale in error rea-
its analysis, the Treasurer’s Office analyzed 16 different sons where government must pay interest to tax buyers.
reasons tax buyers used to vacate tax deals and to get
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ACTUAL KNOWLEDGE

Tax buyers in Illinois cannot get interest on a sale in er-
ror if a property is damaged after the sale, if hazardous
waste is found, if there is a municipal lien or if a judge
denies a deed for a bona fide attempt.182

Nor can tax buyers get interest on their investment if a
court finds the buyer had “actual knowledge,” meaning
the buyer was aware of the error prior to the sale and
bought the tax lien anyway.183 The State’s Attorney’s Of-
fice, which represents the Treasurer in court on tax
cases, said it is difficult to prove a buyer was aware of an
error before purchasing the property’s taxes.
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Figure 12: A section of the Kennedy Expressway that was sold at a
tax sale. The Assessor classified the public highway as vacant land.
(Assessor website photo.)

Still, the State’s Attorney recently set out to show a tax
buyer had “actual knowledge” of an error to prevent that

182 (35 JLCS 200/21-315). “Interest shall not be paid when the sale in error is
made pursuant to paragraph (2) or (4) of subsection (b) of Section 21-310,
Section 22-35, Section 22-50, any ground not enumerated in Section 21-310,
or in any other case where the court determines that the tax purchaser had
actual knowledge prior to the sale of the grounds on which the sale is de-
clared to be erroneous.”

183 Tbid.

184 “Petition for Order Declaring a Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of Madison C/O Stonefield IV, Case
No. 2020COVT000134, April 6, 2020.
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buyer from getting paid interest on nearly $1.6 million in
back taxes.

The case centered on a portion of the Kennedy Express-
way, a federal tax-exempt highway that cuts through
downtown Chicago. The Treasurer’s Office should not
have offered the government-owned property at the tax
sale; the Assessor’s Office had wrongly classified that
section of public road as taxable, vacant land.

On April 5, 2017, New Jersey-based investment fund
Madison C/O Stonefield IV purchased the property’s
taxes for the years 1996 through 2015.184

Stonefield held onto the Kennedy Expressway taxes for
three years before seeking a refund, compiling interest
along the way.

The Stonefield investment fund — which has about 60
high-wealth investors and $70 million in assets — is a
sister company of New Jersey-based Broad Financial and
buys tax liens in Illinois and multiple other states.185

On April 6, 2020, the investment fund asked a judge to
return their money, with interest. “The subject property
is currently used as a public thoroughfare,” wrote
Heather Ottenfeld, the investment fund’s Chicago law-
yer. The fund, in its court filing, said that at the time of
the sale ithad “no knowledge” the property was the Ken-
nedy Expressway and that it was not subject to taxa-
tion.186

The State’s Attorney’s Office objected to awarding
Stonefield interest and took testimony from the tax
buyer and its employees, a rare move by the office. The
State’s Attorney wanted to know Stonefield’s
“knowledge of the grounds for which it is asking for the

185 “Deposition of Ephraim B. Finkelstein,” In the Matter of the Application of
the County Collector, Etc., Petition of Madison C/0 Stonefield IV, Case No.
2020COVT000134, November 8, 2021, p. 6-8, 17-18, 71-72.

186 “Petition for Order Declaring a Sale in Error,” In the Matter of the Applica-
tion of the County Collector, Etc., Petition of Madison C/O Stonefield IV, Case
No.2020COVT000134, April 6,2020.
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sale in error.”187 In short, what did Stonefield know, and
when did it know it?

The Stonefield fund responded in court papers that it
had neither checked the Assessor’s website nor physi-
cally inspected the property before the sale — despite
investing nearly $1.6 million in unpaid taxes — and was
unaware it was part of a highway.

Ephraim Finkelstein, president of Stonefield Invest-
ments and chairman of Broad Financial, testified in a
deposition that his firm did not need to see the property
before bidding on its taxes. Finkelstein said his firm uses
a method where it ranks areas on a scale of 1 to 3, with 1
being the highest score for properties in “the most desir-
able parts of town.”188 Stonefield, in turn, targets prop-
erties within the No. 1 ranked areas based on their
assessed value and square footage.189

Finkelstein said he believed his firm was purchasing
taxes on 111,000 square feet of vacant land in a coveted
part of Chicago. He said the property received its highest
score, adding it had “an enormous lien-to-value ratio,”
meaning the property was far more valuable than the
taxes owed on it.190 He said he became aware that the
property was part of the Kennedy Expressway sometime
after paying all of its past due taxes.191

Assistant State’s Attorney Luz Toledo asked Finkelstein
how many sales in error his firm has sought since its in-
ception. Replied Finkelstein, “Over the years, | would say
a few. I think there have been a few.”192

In fact, Stonefield has sought and received at least 244
sales in error since 2014, according to the Treasurer Of-
fice’s analysis. Stonefield has more than $17.8 million in
refunds, including more than $2.2 million in interest on
those errors — placing it among the top six tax buyers in
Cook County.

187 “Agreed Continuance Order,” In the Matter of the Application of the
County Collector, Etc., Petition of Madison C/0 Stonefield IV, Case No.
2020C0OVT000134, June 12, 2020.

188 Finkelstein Dep., p. 22, 26.

189 Ibid., p. 43-45.

190 Tbid., p. 47-48.

191 bid., see generally p. 28, 44, 58-60, 68, 77-78.

192 Ibid., p. 67.

193 “Trial testimony of Ephraim B. Finkelstein,” p. 105, September 15, 2022.
In the Matter of the Application of the County Collector, Etc., Petition of Mad-
ison C/0 Stonefield IV, Case No. 2020COVT000134.
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The highway sale-in-error case went to trial in Septem-
ber 2022 before Judge Hannon. Stonefield made it clear
they like investing in tax liens in Illinois.

Finkelstein testified that the sale-in-error process makes
Cook County a “very attractive” place to invest.193

“Because there is a sale-in-error process
in Cook County, that makes this very at-
tractive to us.”

— Ephraim Finkelstein, president of
Stonefield Investments

“Because there is a sale-in-error process in Cook County,
that makes this very attractive to us,” Finkelstein said.
“Because what we would do, let’s say, in New Jersey, we
would do a tremendous amount of due diligence to see
how things are zoned and title and bankruptcy and all of
these things. So basically, those things we’re not worried
about, which it makes it a lot easier for us to bid at auc-
tions in Cook County.”194

Stonefield’s portfolio manager, David Rotenberg, called
[llinois’ sale-in-error statute a “safety net” for inves-
tors.195

Stonefield’s lawyer, Terry Carter, in his closing argu-
ments, said no proof existed Finkelstein or Rotenberg
knew the property was a highway. He pointed out the
Treasurer wrongly sold the highway at a previous tax
sale.

“Why didn’t the Treasurer take it from the tax rolls?”
Carter asked. “I don’t know. But it’s still there. And the
Treasurer has Stonefield’s money, and they’ve had it for
years.”19

In the end, Judge Hannon said she found it hard to be-
lieve Stonefield’s seasoned investors would spend over

194 Tbid

195 [bid, “Trial testimony of David Rotenberg, Stonefield Investments portfo-
lio manager.” p. 227, September 15, 2022.

196 [bid. “Closing argument of Stonefield lawyer Terry Carter,” P.24, Septem-
ber 21,2022.
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a million dollars without first checking the Assessor’s
website. “It’s almost implausible and inconceivable that
they would spend 1.4 million without, at the barest min-
imum, accessing the Assessor’s website that has a pic-
ture of a highway on it,” Hannon said.197

She granted the sale in error to Stonefield because the
Treasurer wrongly sold the highway, but she denied
Stonefield’s request for interest. According to calcula-
tions by the Treasurer’s Office, Stonefield would have re-
ceived $1,055,745.25 in government interest if it had
won the case.

As Stonefield’s lawyer noted in his closing argument, this
was not the first time a tax buyer purchased the Kennedy
Expressway after the Treasurer’s Office put it for sale.
Gan B, the suburban Northlake-based tax buyer, ob-
tained a sale in error in 2016, which included the same
portion of the highway that Stonefield later would
buy.198 Finkelstein, in his testimony, said he was una-
ware of the earlier Gan B tax case.199

Nor is this the first time Stonefield purchased the taxes
on a public thoroughfare and later sought a sale in error.

In 2015, Stonefield paid the delinquent taxes on a down-
town Chicago parcel — a public right-of-way, South Fi-
nancial Place.200

A related Stonefield company received more than $6.2
million — the single-largest amount of money paid to a
tax buyer as a result of a sale in error during the period
studied. The refund included at least $970,800 in inter-
est, the single highest amount of interest paid for a sale
in error.

In Will County, government officials are trying to cut
down on institutional tax buyers receiving refunds —
with interest — for repeated sales in error for the same
property. The office provides to tax buyers a list of all

197 Tbid. “Ruling by Cook County Circuit Court Judge Maureen Han-
non,” p.28, September 21, 2022.

198 “Petition to Vacate Tax Sale,” In the Matter of the Application of
the County Collector, Etc., Petition of Gan B, LLC, Case No.
2016COVT001163, May 13, 2016.

199 Finkelstein Dep., p. 59.

200 “Amended Petition for Order Declaring a Sale in Error,” In the Matter of
the Application of the County Collector, Etc., Petition of SLS I, LLC, Case No.
2017COVT001464, November 27, 2017.
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properties that have had prior sales in error, including
the reason, such as municipal lien, bankruptcy or asses-
sor error, said Julie Shetina, Will County’s chief deputy
treasurer.201

When they register for a sale, tax buyers must
acknowledge receiving the list. In addition, the proper-
ties’ tax certificates have the notation “prior year sale in
error” printed on them.

Certificate  18-00679
PRIOR YEAR SALE IN ERROR

STATE OF ILLINOIS )

COUNTY OF WILL )
I, LAUREN STALEY FERRY, County Clerk in and for the County and State aforesaid, do
hereby certify that WILL COUNTY TRUSTEE did on

DECEMBER 5, 2019 between the hours of nine o'clock a.m. and four o'clock p.m. of the said

day, purchase at the public auction, at the County Office Building in Joliet, in said County, the real estate

below described, siniated in the said County of Will, for the delinquent taxes and interest and costs

|- due thereon, for the year 2018 and paid as purchase money the total amount stated herein.
NAME OF ASSESSEE AND PROPERTY DESCRIPTION

11-04-26-101-005-0000

Certificate 18-00679
PRIOR YEAR SALE IN ERROR

Figure 13: Will County tax sale certificate stating a “prior sale in
error” was issued for this property. (Note: Name and property ad-
dress have been redacted.)

Shetina said her office will not pay interest in cases
where tax buyers had been alerted to a prior error and
purchased the property’s taxes anyway. “They can’t chal-
lenge us and claim, ‘We did not know,” ” Shetina said.
“They were told.”202

The issue of sales in error costing municipalities money
is not confined to Cook County.

Indeed, Will County had paid out about $1.3 million for
sales in error in 2018.203 The Rockford Register Star
newspaper reported in 2019 that Winnebago County
treasurer also had refunded more than $1 million to tax
buyers who sought and won sales in error.204

“Most of those who participate in the county’s tax sales
aren’t interested in real estate tax acquisition,” the paper
reported. “They aim to make money.” 205

201 Julie Shetina, Will County, Il1., chief deputy treasurer, interview, July 18,
2022.

202 Thid.

203 Shetina, interview, June 27, 2022.

204 [saac Guerrero, “Broken program costs Winnebago County taxing bodies
more than $1M in lost revenue,” Rockford Register Star, April 13, 2019, @
205 [bid.
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IN SUMMARY

For years, wealthy investors and others have been
drawn to Illinois to take part in property tax sales. Each
year, counties in Illinois sell unpaid property taxes to
these investors, known as tax buyers. It is a way for gov-
ernment to immediately collect money owed that is
needed to fund schools, police, libraries and other vital
services.

About 95% of the time, homeowners and others repay
their delinquent taxes, at steep interest rates. But when
a property owner does not repay, tax buyers look for
ways to get their money back. They may seek ownership
of a home, or they may seek to overturn the tax sale.

Investors flock to Illinois because it is like no other state
in the country — it has a generous sale-in-error statute,
parts of which tax buyers helped to rewrite.

The statute allows tax buyers to easily and quickly undo
a tax deal for trivial reasons, often getting all of their
money back, including interest, fees and court costs.
Judges have routinely approved tax buyers’ requests.

Money to repay the tax buyers comes from the bank ac-
counts of local taxing districts.

These tax buyers — hedges funds, private equity and
other real estate investors — have profited at the

206 A bill to amend the Property Tax Code, filed February 7, 2017, by chang-
ing Sections 21-150, 21-295, 21-305 and 21-310, S.B. 845, 100t Gen. Ass. (IL.
2018)
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expense of poor, predominantly Black and Latino com-
munities. Taxing districts have lost more than a quarter-
billion dollars during the past seven years alone. And the
problem is not isolated to Cook County.

Government officials have long been aware that Illinois’
property tax law was being exploited.

The Treasurer’s Office in 2017 proposed the first of three
state bills to change the sale-in-error statute. That bill
called for allowing sales in error when the error was
“material,” meaning it financially harmed the tax
buyer.206 The two subsequent bills also sought to rule
out granting sales in error in the case of an Assessor’s
website mistake.207 208

Each of those three attempts went nowhere.

This study’s findings show that now more than ever the
law needs to be revamped. Without change, financially
struggling Black and Latino communities will continue
to lose much-needed revenue.

The findings further make it clear that even if the law
were to change, Cook County offices need to be more vig-
ilant in preventing and correcting the types of mistakes
investors for years have known about and have been
capitalizing on.

207 A bill to amend the Property Tax Code, filed February 5, 2020, by chang-
ing Section 21-310, H,B. 4550, 1015t Gen. Ass. (IL 2020)

208 A bill to amend the Property Tax Code, filed February 10, 2021, by chang-
ing Section 21-310, H.B. 858, 102 Gen. Ass. (IL 2022)
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RECOMMENDATIONS

In light of the findings, the Treasurer’s Office is making a
series of recommendations to the Illinois General As-
sembly and to various Cook County offices.

The Illinois General Assembly should amend the prop-
erty tax law to close the sale-in-error loophole:

e Require tax buyers to prove an error was “material”
to the tax sale and that they were financially harmed.
This would prevent tax buyers from profiting from
frivolous mistakes.

e Disallow sales in error based on clerical mistakes on
the Assessor’s website, a source for scores of insig-
nificant errors that cost taxing bodies millions of dol-
lars.

o Disallow interest being paid to tax buyers in cases
where they were alerted by the Treasurer’s Office to
a previous error on a property, bought the taxes an-
yway and later sought a sale in error for the same
reason.

e Disallow sales in error for bankruptcies filed and
closed before the actual date of a tax sale. This would
prevent tax buyers from using old bankruptcy cases
as a pretext to get their money back, with interest.
The statute, currently as written, does not specifi-
cally require the bankruptcy case be pending at the
time of the sale.

e Disallow sales in error for bankruptcies filed after a
tax sale. Tax buyers would have to go to bankruptcy
court and become a creditor in the case rather than
profiting from an issue that had nothing directly to
do with an official county action. That would bring
[llinois in line with the practices of other states.

e Disallow sales in error under the “bona fide attempt”
provision, where the tax buyer is at fault for the er-
ror. This would mean that tax buyers — and not tax-
payers — shoulder the cost of their own mistakes,
such as when a tax buyer uses the wrong address or
provides an inaccurate amount a property owner
must pay in tax deed cases.

e Change requirements to certified mail notices by the
Sheriff’s Office. If a deputy visits a property and sees
that it is a nonexistent address, vacant land or a
clearly uninhabitable home — boarded up or dam-
aged by fire — the Sheriff's Office should not be

Sales in Error | Recommendations

required to mail a certified “take notice” to a docu-
mented ghost property.

The General Assembly should further amend the state’s
property tax law to assist financially struggling property
owners:

e Lower the interest rate tax buyers can receive from
homeowners and businesses on subsequent tax pay-
ments. The current rate is 12% per year and would
be lowered to 9%.

e Give property owners the option of a payment plan.
Currently, in order to get their homes, businesses
and land back, property owners must pay the entire
amount they owe in a single payment.

e Double the amount tax buyers pay into a dedicated
sale-in-error fund, which, every year is quickly de-
pleted. Currently, tax buyers in Cook County pay
$100 per property index number they purchase.
That would rise to $200 and would be nonrefunda-
ble.

The Treasurer also recommends a series of administra-
tive and policy changes for her office, and the offices of
the Assessor, County Clerk, Sheriff, Circuit Court Clerk,
State’s Attorney and Chief Judge.

Assessor's Office -

e The Assessor’s Office should take a more aggressive
role in correcting errors and updating its website.
The Treasurer’s Office requests that the Assessor tell
the Treasurer what changes will be made, and why
other suggested changes may not be made.

Treasurer's Office -

e The Treasurer’s Office should hire more staff dedi-
cated to identifying error-prone properties that
should not be offered at a tax sale: properties owned
by government and nonprofit groups, properties
misclassified on the Assessor’s website and proper-
ties in pending bankruptcies.

o The Treasurer should automate the process to iden-
tify pending bankruptcies and government-owned
properties and be more aggressive in identifying
other error-prone properties before they are offered
at a tax sale.

o The Treasurer should provide to tax buyers a list of
properties that have had prior sales in error. Tax
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buyers will have to acknowledge receiving the list
when they register for Annual and Scavenger sales.
The goal is to reduce tax buyers’ claims they had no
knowledge of the prior error — such as those involv-
ing highways — and to prevent them from cashing in
on the same error over and over. The list should be
shared with the Assessor, the County Clerk and the
State’s Attorney’s Office, which represents the Treas-
urer in court on tax cases.

The Treasurer should not offer at the Annual and
Scavenger tax sales owner-occupied homes if the
amount owed in taxes is less than $1,000, homes
owned and occupied by a resident who receives a
senior tax freeze, or homes owned and occupied by a
fully disabled person — as long as the homeowner
agrees to a payment plan. Tax sales have dispropor-
tionately harmed poor and elderly owners, and, in
particular, Black and Latino homeowners.

Cook County Clerk’s Office -

The Clerk should add a stamped notation — “Prior
Sale in Error” — to tax sale certificates if a property
had a previous sale in error. This, accompanied by
the Treasurer’s list of prior sales in error, would help
prevent tax buyers from later claiming they had no
“actual knowledge” of an earlier error. The county
should not pay interest to tax buyers in cases where
they were alerted to an error and bought the taxes
anyway.

The Clerk also needs to redouble efforts to ensure
that tax sale records are timely and accurately en-
tered into the county’s computer system.

Sheriff's Office -

The Sheriff should fully automate the process for
serving “take notices” — the notices served on prop-
erty owners and others alerting them that the prop-
erty may be handed over to someone else.

The Sheriff should require tax buyers who submit
take notices for 10 or more properties to electroni-
cally enter the information through online software,
which would cut down on human errors and unnec-
essary delays.

The office should also consider adding staff to its
Civil Process Unit, the deputies who personally serve
the take notices.

Clerk of the Circuit Court’'s Office -

The Circuit Court Clerk should fully automate its pro-
cess for sending take notices by certified mail to
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property owners and others and for tracking those
notifications. This would reduce the number of times
property owners are not timely notified that they are
in danger of losing their home or business.

Chief Judge’s Office -

Judges’ orders should explicitly state the reason(s)
they granted a sale in error, such as a county error in
which the assessor misclassified a property as va-
cant land when it really was a one-story home. Court
orders typically state that a petition for a sale in er-
ror is granted but do not provide detailed reasons or
do not cite the specific statue. A more robust order
would allow county offices, legal researchers, the
public and others to better track and understand the
court’s decisions.

State’s Attorney's Office -

The State’s Attorney’s office should regularly share
with the Treasurer judicial rulings granting sales in
error, including the accompanying petition for the
error, so that county mistakes can be tracked and
corrected.

The office should advocate for more detailed sale-in-
error court orders.

The office should also consider hiring additional law-
yers for its understaffed Real Estate Tax Litigation
unit. (The State’s Attorney’s Office in July 2022 began
consistently providing court petitions and orders to
the Treasurer’s Office.)

For all county offices -

The offices of the Assessor, County Clerk and Treas-
urer need to do a better job of communicating and
sharing information.

The offices should work together to standardize how
information is entered into the county’s computer
system and become more rigorous in data entry. The
study found inconsistencies in how data — such as
court case numbers and dates — were entered and
numerous instances where no data had been entered
at all, presenting challenges to analyzing govern-
ment actions and policies. The public, researchers
and others should be able to trust the information
that is collected by government is accurate and com-
plete.

An integrated electronic property tax system should
be created that allows for effortlessly sharing of in-
formation, including sale-in-error data, among
County offices.
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RESPONSES TO RECOMMENDATIONS FOR COUNTY OFFICES

The Assessor’s Office said Assessor Fritz Kaegi supports the ongoing effort to replace the Cook County’s
decades-old mainframe technology with a unified property tax computer platform that will allow for
quicker updating of property characteristics. Kaegi also is working to obtain better sources of detailed
property appraisal data to feed into the system, as well as backing state legislation that would require
commercial property owners to provide updated characteristics for their properties.

The Assessor’s Office also agreed to “look at any data shared with us by the Treasurer or any other office
about alleged incorrect areas, validate that data, and update it, when appropriate.” And it “welcomed”
receiving court orders in sale-in-error cases that indicate a property’s characteristics are incorrect.

Finally, the Assessor’s Office agreed to advocate, along with other county offices, for changes in state
laws “to make the system fair for all taxpayers.”

The Treasurer’s Office said it agrees with the recommendations for the office and has begun taking steps
to reduce sales in error.

“We have expanded our Tax Sale team with additional researchers dedicated to identifying properties
that should not be offered for sale, including properties with repeated past sales in error.”

The office has recently begun using “mapping tools to create a database of all properties that overlap
with a highway or road so that we can automate the removal of those properties from our tax sale. We
are also in the process of creating a tool to automate the retrieval of bankruptcy case information from
the federal court’s online docket in order to identify properties on our tax sale list that may be part of
an active bankruptcy case.

“Beginning with our November 2022 tax sale, we will be posting a list of properties with past sales in
error on our tax sale registration site and requiring that all tax buyers review the list and sign a dis-
claimer acknowledging that they have reviewed the list in order to prevent buyers from claiming they
had no knowledge of a basis for sale in error.. ..

“We will continue our efforts to automate our processes, collaborate with other county offices, and seek
legislative changes to prevent future sales in error wherever possible.”

The County Clerk’s Office noted the Treasurer agreed to add language to forms tax buyers must sign when
registering for tax sales: “Certificates of prior sales in error will be stamped on the certificate, starting
with the 2020 Annual Sale.”

The Clerk said “some variation on this phrasing is acceptable as long as it conveys adequate notice to
the tax buyer or their agent that prior sales-in-error certificates will be stamped as prior sale in error.”
It also requested the Treasurer’s Office to provide the Clerk’s Office with the list of previous sales-in-
error prior to future tax sales.

If those steps are taken, the Clerk’s Office will stamp tax lien certificates with “Prior sale in error issued.”
The Sheriff's Office noted that it has e-filing systems that allow tax buyers to seek and pay for take no-
tices, conceding “the total number of tax deeds filed through (those systems) is very low, with most tax

deed filers still submitting documents over the counter.” The Sherriff’s Office also acknowledged that
processing paper requests takes weeks while the electronic system “is processed in minutes to hours.”

The Sheriff's Office said it updated its certified mailing process in 2016, allowing one employee to pro-
cess more than 500 mailings per day, compared to “200-300” by five to 10 employees prior to the
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change. The office added that it was working to further automate the process and “hopes to have it im-
plemented soon.”

The Sheriff's Office said it was aware of staffing issues in the civil process department, the department
that serves tax case notices, and is trying to fill vacancies.

The Sheriff’s Office said not requiring the office to send certified mailings for vacant land, an uninhabit-
able home or nonexistent address would require a change in state law. “If this change is approved, we
feel that this would not have a major impact on the sales in error, and may cause more issues than it
would solve.” Making that change would require the office “to further sort the services requiring” certi-
fied mailings, which would add a process that “could lead to increased errors.”

Finally, the Sheriff’s Office said it was “open to receiving” judges’ sales-in-error orders.

The Circuit Court Clerk’s Office said that when Clerk Iris Martinez took office in December 2020, the office
“was implementing and integrating an electronic case management system” with Circuit Court case doc-
uments. Once that process is complete, the office will take further steps to “streamline court record pro-
cesses, including the process of sending take notices related to Tax Sales conducted by the Cook County
Treasurer’s Office.”

“Circuit Court Clerk Iris Martinez looks forward to working with Treasurer Pappas and her office on
electronically streamlining the take notices process for Tax Sales.”

The Chief Judge's Office’'s response came from Judge Sanjay Tailor, who was presiding judge of the Circuit
Court’s County Division at the time.

Tailor said court orders are first reviewed by the State’s Attorney’s Office, which represents the Treas-
urer in tax cases. “A quick survey” of judges indicated “the Treasurer never objects to the form of the
order, including that it is not sufficiently specific as to the basis of the sale in error,” Tailor wrote in
response. If such objections were raised, judges would consider them, he added.

Tailor said the reasons cited in a tax buyers’ petitions for sales in error “is the basis alleged in the petition
and the parties may not deem it necessary to articulate that basis in the order.”

The State’s Attorney's Office said it has “reviewed your recommendations and appreciates your efforts in
exploring ways to reduce sale-in-error actions.” The office acknowledged it “can benefit by hiring addi-
tional lawyers, and we continue to engage in recruitment efforts to do exactly that.”

The State’s Attorney’s Office went on to note that it has “historically provided the Treasurer with court
orders, and began sharing the petitions in July 2022 at the Treasurer’s request.” And it noted that the
Treasurer’s Office has “indicated that it may only be necessary for our Office to provide case numbers to
the Treasurer, not documents.”

The State’s Attorney’s Office said “advocating for more detailed sale-in-error orders would not be a sen-
sible or feasible allocation of the Tax Section’s resources. The factual and legal basis for the orders is
already reflected in the petitions accompanying the orders.” It said the office’s 11 assistant state’s attor-
neys each handle more than 2,000 sale-in-error petitions annually,” along with other tax cases. “They do
not have the resources to contest the details of otherwise legally sufficient sale-in-error orders so they
repeat information already reflected in the underlying petitions,” the office said.

It also suggested changes to the recommendations to ask the Treasurer to adopt “an automated system
of obtaining more detail on sale-in-error cases” and eliminate the request for sharing of more detailed
sale-in-error court orders.
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How THE STUDY WAS DONE

Under state law, the Cook County Treasurer’s Office is re-
quired to conduct two different types of sales to collect un-
paid taxes — the Annual Tax Sale and Scavenger Sale.

The Annual Tax Sale is a yearly auction of unpaid taxes at
which a tax buyer can pay all the property’s delinquent
taxes. If the property owner wants to keep their home, busi-
ness or land, they have to repay the tax buyer, typically with
interest. A property ends up on the Annual Tax Sale when
the previous year’s taxes go unpaid for 13 months.

The Scavenger Sale, on the other hand, is held every two
years, with vacant lots accounting for the majority of the
distressed properties that are auctioned to the highest bid-
der. Properties can be had for as little as $250. A property
can end up being offered at a Scavenger Sale if taxes go un-
paid in any three of the previous 20 years.

Treasurer Maria Pappas asked her research unit to exam-
ine an arcane subsection of the state’s property tax law re-
lating to tax sales — a subsection known as “sale in error.”
The sale-in-error statute exists to undo tax sales that
should have not taken place, for instance, when a property
owner had actually paid their taxes before the sale.

However, tax buyers — dominated by sophisticated insti-
tutional investors and lawyers — have been exploiting the
statute to overturn tax sales and to get their money back,
with interest, for reasons that would not be allowed in
other states.

For this study, the Treasurer’s Office examined the results
of eight property tax sales — five Annual and three Scaven-
ger sales.

The Annual Tax Sales were held from 2015 to 2019. The
three Scavenger Sales were held in 2015, 2017 and 2019.

The office analyzed 10,893 sales-in-error related to tax
sales that were granted from September 2015 to Septem-
ber 2022 either by judges or by the Treasurer’s internal ad-
ministrative process. The reasons for 29 of the sales in
error could not be determined because crucial records
were missing.

The Treasurer’s Office gathered records from various gov-
ernment sources as part of its research. The office analyzed
information on tax sales pulled from Cook County’s main
computer system, which contains tax sale and property in-
formation kept by the offices of the Treasurer, Assessor and
County Clerk. The Treasurer’s Office also relied upon tax
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sale and refund information from its own internal records.
Often, the data imputed by county offices into the computer
system were inconsistent, missing or incomplete.

The Treasurer’s Office filed a public records request with
the Sheriff’s Office for data relating to tax deed cases han-
dled by the Sheriff from December 2013 through October
2018. The Treasurer’s Office analyzed about 573,000 rows
of data. The data appear to have been largely hand-entered,
which can lead to unintentional data-entry mistakes. The
Treasurer’s Office made its best effort to interpret typo-
graphical errors and short-hand notations.

In addition, the office researched thousands of court cases
filed in the Circuit Court’s County Division, whose judges
handle tax cases, as well as researching about 1,000 cases
filed with the U.S. Bankruptcy Court for the Northern Dis-
trict of Illinois.

The Treasurer’s Office found judges’ orders for overturning
tax sales were often vague, making it difficult for the public
to fully understand why a sale in error was granted to a tax
buyer. The Treasurer’s Office analyzed 527 orders judges
issued from January 2022 through August 2022.

Of the 527 orders, 318 — about 60% — stated the error
was being granted, and whether interest was to be paid. But
the orders did not state the underlying reason the judge
granted the sale in error.

Of the 277 orders where the error was the result of an ac-
tion by a county official, 209 orders lacked specifics, such
as whether it was due to the Assessor’s Office wrongly de-
scribing the property on its website, a failure by the Sher-
iff’'s Office to properly serve paperwork or the Treasurer
mistakenly selling the wrong amount of taxes.

For its study, the Treasurer’s Office had to rely on petitions
filed by tax buyers and assume the reason for the sale in
error in the court order matched what was listed in the pe-
tition.
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THE PAPPAS STUDIES

CONTRIBUTORS

Cook County Treasurer Maria Pappas in 2011 released
her office’s first financial study, which tallied the rising
debt held by the county’s local governments. During the
next 10 years, her office released additional studies that
documented low voter turnout; a near-doubling of prop-
erty taxes in Cook County over 20 years while the cost of
living rose just 36%; and the failure of the Scavenger
Sale, a state-mandated semiannual auction of properties
with chronic property tax delinquencies, meant to re-
store mostly vacant and abandoned properties to pro-
ductive use.

The Research Unit

In March 2021, Pappas created a new research unit to
expand the scope, depth and breadth of the Pappas Stud-
ies. To date, it has produced three major studies:

o A redesigned debt study released in June 2021 that
measured the level of local government debt at-
tributed to each of nearly 1.8 million properties in
Cook County. It showed largely minority and low-in-
come areas have the highest debt burdens that, in
turn, result in higher property taxes.

e Ananalysis of property taxes billed in 2021 released
in August 2021 that found lower-income, minority
areas were hit harder with significant property tax
increases.

e A follow up Scavenger Sale study that traced the ori-
gins of swaths of vacant and abandoned properties
to the federal government’s sanctioning of redlining
— discouraging mortgage loans in minority areas —
in the 1940s. This study made several recommenda-
tions for improvements to the property tax system to
help remedy the injustices it revealed.
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Todd Lighty, Deputy Director of Research, the study’s
author and lead researcher:
tlighty@cookcountytreasurer.com or by phone: 312-
603-5187

Hal Dardick, Director of Research, the study’s lead editor
Dale Wunderlich, Data Integration Analyst

Christopher Silber, Data Analyst

Rita Jefferson, Data Analyst

Wyatt Fine, Lead Research Assistant and Fact-checker
(University of Chicago intern)

Kelly Karvelis, Chief Legal Counsel

Gina Quesada, Tax Sale Manager

David Byrnes, Chief Information Officer

Sean Johnson, Deputy Chief Information Officer
Jingwen Su, Database Administrator/Senior Developer
Semir Mahmutovic and Greg Stepanek, Developers

Research assistants: Anastasia Stefanos, Geralyn Wenkel,
Maria Stankova, Anna Giacone, Steve Kostecki, Emanuel
Hatzisavas, Joseph Curcio, Yasmine Shafaie, Ashley
Kopp, University of Chicago interns Nish Sinha and Ana-
bell Xu.

Thomas D. Brown, Cook County Bureau of Technology
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