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Ken:
It’s one of your least-favorite moments - going to the mailbox and finding this in it - your twice a year property tax bill.You hate that every six months or so you have to come up wth a huge chunk of money, and that makes the unpleasantness even worse. Imagine if you got your cable bill twice a year, or even if they somehow figured out your sales taxes and billed you this way - it’d make you crazy. But the one thing that prevents hundreds of thousands of us from showing up at the county building with torches and pitchforks is a certain kind of understanding that, absolutely everybody has to pay property taxes. From a 40,000 home in a depressed neighborhood to the newest mega-tower along the river somewhere, we all have to pay. 

That said, haven’t you always had that little tingle of doubt when you reach for the checkbook? Don’t you always wonder if that big fancy new house a few blocks away is paying at the same rate you are? Don’t you have a suspicion that richer, more powerful people have access to some racket or another that you haven’t heard about?

Well, here’s the thing about property taxes. If somebody figures out a way to reduce their fair share of the tax burden, it isn’t just that the city or the schools don’t get as much money. It’s that all the rest of us have to pitch in to replace that money.

And that is what’s at the heart of  this dramatic series that’s been running in the Tribune this week. This is investigative journalism of the highest order, because this series took a year to produce, and it involved the review of a hundred million property tax records in Cook County. 
Ken:
And I’m privileged to have at the table with us today Jason Grotto who is lead reporter I guess it’s fair to say on this. And you yourself worked on this for almost a year or more?

Jason:
Well over a year, yeah. 

Ken:
You touched or looked at millions of documents to do this.

Jason:
That’s right, yeah. Well thanks for having me Ken. Yeah, yeah.

Ken:
You’re welcome.

Jason:
No, we spent well over a year compiling and analyzing upwards of 100-million property tax records, both from the Cook County Assessor’s Office, from the Illinois Department of Revenue, and from the Cook County Treasurer’s Office. Kind of worked to put all that stuff together to do an analysis that’s referred to as a sales ratio studies over a 13-year period.

Ken:
And if we can accomplish at the end of this interview your dimwit host understanding what a sales whatever ratio is then we’ve really accomplished something for the body politic I would guess. Anyway, An Unfair Burden, this is the first of the series but there are four or five parts and it’s all online. You can get it very easily. It’s staggering, because the reason that it’s staggering is that when you read it you are kind of all the way through it saying yeah, I kind of suspected it was something like this. I always suspected the fix was in, but I never imagined that it would be possible to sort of layout these thousands of data points in such a way that you could actually kind of prove it. 

Jason:
Yeah, I mean that’s been a constant feedback that we’ve gotten from people throughout, which is you know, we always had a notion that this was going on and just no one has ever been able to get underneath it. You know, the fact of the matter is the reason why we’re able to do it is because of modern technology. We’re able now with a personal computer or laptop to analyze 100-million property tax records. We’re able to load them into mapping software. We’re able to run statistics on them, and so it really is this is an office that has functioned for decades with very little oversight, very little attention because it’s so opaque and convoluted, and it’s only because of modern technology that we’ve been able to do what we did.

Ken:
That’s ironic, because it’s also because of essentially outdated technology that they’ve been kind of stuck in this rut that they’ve been in, and I don’t know that they would say this, but my sense of it is that it impedes them from coming into the 21st Century in a lot of ways. You talk about little pieces of computer code and all that kind of stuff.

Jason:
That’s true.

Ken:
Where should we begin? I think to me the most important part about it is the equity piece. Guess what ladies and gentlemen, poor people are getting screwed in Cook County by the system. Can you believe this? How does it work?
00:04:59
Jason:
Well, so it goes back to this notion of the sales ratio study is probably the best way to describe it, and it’s actually quite simple. What you do is you take the estimated value that the assessor estimates on your tax bill, what your home is worth and you divide it by actual sales for all the homes that sold. So what we did is we collected data from the State of every home that sold.
Ken:
In Cook County?
Jason:
In Cook County over a 13-year period.
Ken:
Every home that sold in Cook County for 13 years?
Jason:
Yeah, because when a home sells people have to pay what’s known as a property transfer tax, so the State takes a little bit, the City takes a little bit for every time a home is sold.
Ken:
Roughly how many was that?
Jason:
1.4-million records, and so that’s how many sales, and then what we did is went through and we filtered out sales that aren’t considered by industry experts as arm’s length transactions, so foreclosures, bank sales, sales between REITs or pension funds, sales that weren’t advertised, and we only chose certain types of deeds.
Ken:
Within the family or something?
Jason:
If people were relatives we threw those out as well, so there’s a whole criteria of what experts considered to be an arm’s length transaction, so that was the first thing. 
Ken:
So an arm’s length transaction then it something that is above board. It’s been advertised.
Jason:
Yeah, a regular market, regular folks buying and selling property.
Ken:
What does that bring the number down to?
Jason:
I don’t know off the top of my head.
Ken:
Probably not that many.
Jason:
Not that many are knocked off, but not an insignificant amount. And so what you do is you just join that to the assessor’s records and you do this simple division, and if you get a 1 that means they did a perfect job. If the assessor valued your property $100,000 and it sold at $100,000 they did it perfect. If it’s over 1 then they overvalued; if it’s under 1 then they undervalued. And what you do is you sort of have like a scatter plot and you sort of plot these things out. And what you’re looking for is you sort of look at the median right, the middle number in the ranked order of numbers, right. And what you’re looking for is for all of those data points to be clustered close together, and that means that it’s uniform, that they are treating everyone the same. 
00:07:15
So what we found, and there’s a number of reasons for this, is that beginning around 2009 prior to that things were pretty close together. These data points were clustered together. After 2009 there was like an explosion. The data points spread apart, and they spread apart in a way where there’s a pattern, so that if you think about it where here you have a low-priced home up to a high-priced home, the scatter plot rises as you fall in price. And so that basically means that higher priced homes are undervalued and lower priced homes are overvalued, and that’s known as regressivity. And you know, property tax should be flat. In other words, if you look at the amount of taxes paid relative to the value of the home everyone should pay about the same. We found there’s, like say for example the City of Chicago, huge variability depending on where you live to what home prices are in your neighborhood.

00:08:17[
Ken:
You mentioned something important that you said in 2009.
Jason:
Yes.
Ken:
What happened in 2009?
Jason:
So there are two, we are not totally sure what happened, but we are pretty sure that there are two reasons why this happened. The first is in 2008 in September the Cook County Board passed an ordinance that changed the classification of how properties are assessed. So an assessment is just a percentage of your market price, right, so you own a $100,000 home in Cook County, the assessment level is 10%. That means you’re going to pay taxes on only $10,000 of your home’s value, okay. So they changed that number, and when they did that…


Ken:
They changed the assessment level.
Jason:
The assessment level, yeah, 10%. When they did that, and all of this is laid out in our day 3 story, when they did that they had to remove a piece of computer code from the regression models, the sort of algorithms they were using to value property. Prior to 2009 what we found the County was doing was purposely undervaluing every residential home in the County. There was a little snippet of code that was in the computer program that caused prices to fall, the estimated values to fall.
Ken:
Hold on. I’m going to stop you periodically. I’m not being rude.
Jason:
No, no, please.
Ken:
There was a computer code that devalued the value? I always use value and assess value interchangeably. I’m not sure…
Jason:
The estimated market value.
Ken:
I’m with you here but I’ve got to stop you. So you use the example of a $100,000 valued house being assessed at 10% so the tax is $10,000.
Jason:
Yes, right.
Ken:
So, if everybody by law has to be assessed at $10,000 then it would seem to me that the place where you could really have fun is with the value.
Jason:
The market value, that’s right.
Ken:
You can mess around with what your market value is, then you could maybe convince somebody your house is only worth $60,000 and…
Jason:
Still take 10% and it looks like everything is fine.
Ken:
Your taxes go from $10,000 to $6,000.
Jason:
And that’s exactly what happened. So the County we believe for decades was undervaluing people across the board. And when they passed this new ordinance…
Ken:
Evenly?
Jason:
Evenly, yeah, pretty much the same.
Ken:
So it was fair in a weird kind of way?
Jason:
In a weird kind of way it was fair. I mean there’s all kinds of problems, and again, this is all detailed in our day 3 story. But just to get back to what happened in 2009, when they changed that ordinance they couldn’t undervalue property anymore, and so they took this little snippet of code out and it’s kind of like taking a lid off of a pot or something. Suddenly now where there was a ceiling on all the values because they were lowering them all now that’s gone. The other thing that happened is you had the market crash.

00:11:11
Ken:
That’s a good place for a bookmark, so let’s go back to our $100,000 house.


Jason:
Yeah.
Ken:
Our $100,000 house is actually worth $150,000 or something.
Jason:
That’s right, yeah.
Ken:
Let’s say it really is worth $150,000, but not through any of your own dealing the assessor has been valuing it at $100,000.

Jason:
That’s right.
Ken:
And doing pretty similar things for everybody else. 
Jason:
That’s right. That is correct.
Ken:
But now you have to, what change, it’s got to be 10% on… What happens? Oh, because the assessor is just kind of on his own devaluing these properties.
Jason:
That is correct.
Ken:
And suddenly he can’t do that anymore.
Jason:
That’s right. Again, this is the part of the problem with the whole system, is it’s so complicated and convoluted, it’s very difficult. Let me break this part down for you. Prior to 2009 the assessment level for residential homes was 16%, okay, but what the assessor was doing was undervaluing the market values that they came up with in a way that the assessment would actually come out to 10%.
Ken:
So they were at 10% for a long time?
Jason:
They were at 10% for decades.
Ken:
By just jiggering the…
Jason:
Yeah, but the law, the ordinance said they should have been at 16%. So say you have a $326,000 home. They would undervalue that to $200,000. They would take 16% of $200,000 and when you do the math it works out to $32,000 in assessments. That’s 10% of 326. You see what I mean? It’s sort of this kind of shell game that they were playing, and this goes back a very long way.

Ken:
And this is institutionalized?

Jason:
This was institutionalized for many many years.

Ken:
I would ask you why but I’m afraid that would be another one hour show.

Jason:
That would be a whole nother question, yeah, and it has a lot to do with the history of this town and whatnot. But the former assessor, James Houlihan, doing that thing that they had been doing caused a sort of constitutional crisis. I won’t get into what it is, but a bunch of legal problems with commercial and industrial property owners. And so the former assessor James Houlihan set about to try to fix this problem, and when he did…

Ken:
Even though he had been assessor for ten years or so.

Jason:
He had been it about ten years, that’s right.

Ken:
He had plenty of chances.

Jason:
Yes, that is correct. But eventually he felt like he was in a place where he could say, “Okay, we’re going to codify the 10% in law.” Well once you do that you can’t undervalue the property anymore or else you’re going to be below 10%. So there was a little bit of code in their computer programs that caused these properties to drop in value so that the assessment will come out to 10%, so they had to remove that, and when they do it’s sort of…

Ken:
You know I finally get it. After reading… I’ve read these things twice and now I think I get it. Okay, all right. Good.

Jason:
Again, this is the problem that it is convoluted. There’s not a lot of transparency and so it’s very difficult to get your head around. And so they did that, right.

Ken:
So Houlihan is on the way out the door at this point.

Jason:
Yeah.

Ken:
And he does this.

Jason:
He does this, and I don’t think anyone was expected that there would be a housing market crash.

Ken:
Ah. Back to our bookmark.

00:14:18
Jason:
That’s right. Right at the time they passed the ordinance the housing market starts to crater. The bottom of the housing market actually doesn’t take place until 2012, so if you were to graph it out the housing market kind of had been going like this. And so, they removed this snippet of code, the market crashes and people start getting assessments in the mail and the bills, their market values have actually gone up, but they are saying, “How could my market value have gone up? The whole housing market is crashing.”


Ken:
I only wish I could sell my house for this, right.

Jason:
And so everyone, there’s all this confusion. Now these models that I was talking about before they are based on previous sales, right. So they go back depending on what year, what era we are talking about, three to five years back of sales. And these regression models they take all of these sales, right, and they calculate the average value like per square foot of living space, per bathroom, all these different variables, and they take all those and there’s a complicated statistical formula and they spit out a value for each one of those. And then the values of each one of those characteristics are then applied to every home in the County, and that’s how they come up with the value. 

00:15:30
But, as values start to drop they are now taking sales from when values were high, right, and so based on what was actually happening in the market there are estimates. What the assessor does every year when they assess your home and they do the market values and everything, they are attempting to predict for that tax year what is your home’s worth, right. What would it be if your home were to sell that year? That’s why we compare the assessor’s…sales within a year after that assessment, so it’s all sales within a year. 


And so, because they were taking old data, because they no longer had this lid on it, suddenly that cluster of data points starts to just spread out, and it spreads out in a pattern that is regressive, and that is partly because of the fact that these regression models rely on averages. So if I have a $300,000 home and a $100,000 home and they are exactly the same, and I take the characteristics of those that I run a regression model, the value that it’s going to pop out as is $200,00, right, because it’s an average. It’s two homes. It’s $400,000, the average is 200. So that’s too low for the $300,000 home and too high for the $100,000 home. This is an inherent problem in mass appraisals. It happens everywhere. There’s nothing that can really be done about it, but what industry experts and people in the field try to do is to keep that regressivity as low as possible, and there are actually standards that say you can’t go over a certain threshold of regressivity, and if you do you have a serious problem.


And so what we did is we took these industry standards, we took our data points, we ran the statistics, we got results and we went around and talked to people about what the results were, and the result was that for many years now the Cook County assessments, at least up through 2015, we don’t have 2016 data, so we can’t say, you know, taxes are always in arears, that the assessments that were produced by the assessor’s office were wildly inaccurate and they were regressive in a way that hurt poor people and gave wealthier people a break.

00:17:47 

Ken:
But, as you point out there are industry standards that are applied by probably most cities and counties in the country. 


Jason:
Hmm.

Ken:
We, surprise again ladies and gentlemen, we are the outlier on this, we never adopted these kind of generalized standards, and so that put us in the position where this regressivity it just hung in the air.

Jason:
Yeah. So what we learned, so I actually learned about these sales ratio studies going on the Illinois Department of Revenue website and they do studies every year to come up with a multiplier, which is another arcane thing that’s overly complicated. But I learned about these sales ratio studies and I went to the assessor’s office, and there’s a group called the International Association of Assessing Officers and they kind of set the standards and they put out best practices and everything, and I read all that stuff. I went to the assessor and I said, “I would like to see your sales ratio studies,” and they said, “We don’t do them,” and that was a red flag, because I knew already that…

Ken:
Oh, you don’t?

Jason:
According to what’s called the IAAO, the International Association of Assessing Officers, every jurisdiction should do them, and the reason is because that’s how you catch the problems. That’s how you know you have an issue.

Ken:
But if you have lots and lots of problems why would you do the study, because it will just make you look bad. 

Jason:
Yeah. I am never able to fully understand why they don’t do the studies. There’s some lawsuits that they had raised as maybe why they didn’t do them, but they didn’t do them. They should have been doing them, and so not doing them there’s no way to know whether your stuff is fair and accurate. Now, the Illinois Department of Revenue does them and those studies also consistently showed that they were violating all these standards that, basically as you said in your opening, the tax burden what the government collects is static. It stays the same. What we are talking about here is how is it distributed. Who pays what.

00:19:49
Ken:
We’ve had some conversations on the show about exactly that with no less than Alex Holt, the budget director sitting here. And we came up with what I like to refer to as the golden bathroom. There is a bathroom that has a bathtub in the middle of it, a very nice high-end kind of bathtub with marble trim and everything. And the government every year says we need this amount of tax water and you have to put it in that bathtub, and when that bathtub is exactly filled then we’re done. That’s how much we need. And we were doing this because we were having an argument at the time about TIFs and whether or not TIFs actually detract from the tax and so forth. And what we established was that yes, the way the TIF works is that every single person in the County has to walk into the golden bathroom with their little cup of tax water and put it in. But sometimes if you live in a certain place you have to take some of your tax water and put it over there in the sink.


Jason:
Yeah, yeah.

Ken:
And so this was the revelation for me, is that well if you do that then at the end of this process the bathtub isn’t going to quite be full, so you’re going to have to have everybody come back with another thimble or so of tax water to fill it back up.

Jason:
Sure.

Ken:
And this is a similar kind of, it’s not the same, but it is a similar situation, if a rich person hires a lawyer, and this is really to me the heart and soul of this series, not a rich person, but a person of means is able to hire a lawyer to get the assessor’s office to reduce the value on their house then they pay less tax, and when they pay less tax everybody else has to pay more.

Jason:
That’s right.

Ken:
And that’s the point that gets really lost in all of this, and so who are the people who pay more? Well it’s the people who can’t afford or don’t understand the process of getting their house reassessed.

Jason:
That’s exactly right, and so what the assessor’s office would say is you don’t need a lawyer to file an appeal, and that’s true. You don’t need a lawyer. They’ve made it much easier. You can file online, but the fact of the matter is not everyone has the wherewithal, not everyone does it. Some people aren’t totally educated on this. They work hard. They say to try to get out in the community and educate people, but you’re just not going to get everyone and there’s a pattern that developed for that as well. When you look at appeals, people in high income areas and mainly white areas appeal at much higher rates. 

Ken:
Sometimes, one graph, but it’s as high as 80% in some places.

Jason:
Well, no, what they are saying there is that of the people who appeal 80% get a reduction eventually either from the Board of Review or the assessor or both. If you appeal you have an 80% chance of getting your…That is a very high number. Basically everyone gets a reduction, and when you have that happening on such a mass level and there’s a group of people who are not doing it it skews everything. Now these people who aren’t doing it also happen to already be overvalued. 


So we did a study with the University of Chicago’s Municipal Finance Center at the Harris Public Policy School, and what we found was even homeowners whose homes were undervalued by the assessor would appeal and a huge chunk of them still got a reduction. And that’s because when they look at appeals they actually kind of look at neighborhoods it appears. They won’t tell us exactly how they do it, but they seem to look at neighborhoods and compare your assessment to everyone else around you. Well, if your whole neighborhood is over or under assessed that’s going to affect your appeal.

Ken:
The reference I was making before was the two maps that you have of the number, looking by neighborhoods at the number of people who appealed, and there’s one section like Lincoln Park and downtown where almost 80% if I’m not mistaken of people who got their tax bills appealed them.

Jason:
That’s right.

Ken:
As opposed to virtually everywhere else in the City where it’s maybe 10 to 15 or 20%. So there’s this incredible disparity and the results of it are that you have situations like this lady on the front page here, and these are the kinds of stories you have where people own houses that have been selling for $70,000 or $80,000, but they are assessed at $120,000 or $130,000.

Jason:
That’s right.

Ken:
Now if the millionaire who had the $2-million house, if it were proportionately out of whack that house would be assessed at $3-million or something instead of $2-million, but usually it’s more like a million. So how do we fix this lady’s problem?

00:24:50
Jason:
Well, first of all, if you read our part 1, the first story, you will hear the whole saga of how the former assessor, James Houlihan realized there was a problem. Wasn’t quite sure what the problem was. They thought maybe it had to do with foreclosures, so they got some grant money from the McArthur Foundation to look at that. They hired some experts, including a professor named Chris Berry over at the U of C, and they started looking at foreclosures to see how it may have impacted the assessments. And they realized that no, that wasn’t the problem, that the models, that there was a problem with their models. These models were built in the 1980s. They used statistical techniques that have some issues with them, and so Berry and another person he was working with, R. W. Ventures, is an economic development consulting firm, they were kind of teaming up on this process. They went to the assessor and to the McArthur Foundation and said, “Hey, there’s a problem here. There’s regressivity in the system, we think maybe we can do something about it.


And so they spent about a year with a team of statisticians developing a new model. McArthur paid for it. They trained the assessor’s office to implement this new model. The assessor in July of 2015 was at a press release saying we’ve adopted a new state of the art model for valuing residential properties. It’s a breakthrough. They said it would be a 50% improvement in accuracy. It would be a 25% reduction in this regressivity thing. And when I first started reporting this story back in the summer of 2015 the assessor’s office gave me this press release. And then I asked to talked to [00:26:32 and Berry] and the assessor’s office said, “Yeah, please go talk to [00:26:34] and Berry, because they wouldn’t talk to me unless the assessor said it was okay. 


And then they had a PowerPoint where they showed me look at how great our new model is. It’s such an improvement over the old model, and I said, “Can I have the PowerPoint?” and they said, “You have to ask the assessor,” and the assessor said, “Yes, please take the PowerPoint.” So I took the PowerPoint. I analyzed, looked at what they did and then I looked at my results from the sales ratio study and there was a mismatch. It didn’t look to me like they had actually adopted this model. And so I [foyed] the regression models that they said they used to do the 2015 reassessment that the assessor sends them to me, it’s the old models. It’s not the new model. And it took me literally months to get these two guys to believe me. They didn’t believe me. They said, “We trained them. There’s no way they did this,” and I kept showing them my results, because I thought maybe I had done something wrong, right, maybe there was an issue.


Ken:
That would be normal.

Jason:
So I finally showed the model to them and they were like, “This isn’t our model.” I went back to the assessor, I said, “I would like to see the model that was funded by McArthur and any results you got from it.” I got that information. I compared it to actual tax bills and less than 2% matched any of the results from these models.  

Ken:
Wow.

Jason:
And so finally these guys started saying okay, we think we have a problem. So I think that’s part of the reason the assessors pushed back very hard, and I think part of the reason is because basically what we’re saying in the story is they had an opportunity to make this better and they didn’t take it. And why that is we don’t know, but they have said now there’s problems with this model, but this was after they had directed me to it, put out a press release and all these other things.

00:28:12
Ken:
There’s a good deal of cynicism resident at this table I must admit, and part of that is saying well, starting from somewhere around that time, maybe the early aughts or something…

Jason:
Yeah.

Ken:
There was a huge incentive for people who understood the system to get themselves in business as tax attorneys and make a large amount of money helping people get their assessments lowered. So there is now I would imagine just an incredible cottage industry that’s clustered around the assessor’s office, and it would be pretty hard to break that I would guess. 

Jason:
That is true, there is, and most of that work is actually not even being done in residential. It’s done in commercial and industrial properties which is a whole nother ball of wax. They value the properties differently. It’s much higher dollars. So you know, one of the other issues with appeals and why there’s not a lot of appeals in some of these poor neighborhoods is because the lawyers don’t go over there. They’re not going to make a whole lot of money off a $100,00 house and appeal a $100,000 house, so you know in wealthier neighborhoods they canvas. I mean people will get multiple mailers from attorneys trying to get them to…

Ken:
Well I have some personal experience with this because I mentioned on the show before that my wife are landlords. We own a couple of properties and that’s actually how we make our money and I spend my days running around as a landlord mowing the grass and fixing things and I love it. But somewhere along the line there we got on somebody’s mailing list and we started getting these things about ‘we’ve done an analysis of your property and you are vastly overpaying, you need to hire…’ Ignored them for a long time and then finally, I don’t know, somebody called me or something, and I said okay, the deal is so appealing, no pun intended. It’s like we will do this job for you and if we get your assessment taken down you will give us 50% of what you save in the first year, and then of course it’s a three-year cycle so the next 2½ years are all yours. So it turns out that you could invest 100-bucks in this and what would that be? That would be 500-bucks or something that you would make, that you would save by giving them 100-bucks. And I confess to having done that on three cycles now. 

Jason:
Yeah.

Ken:
And it never really occurred to me what is the fallacy of the green, you know, where everybody brings their cow to eat the same grass and at some point there’s no grass left. I never really thought about it that way. It was just like well our thing is overpriced and somebody helped us get it down. But when you read this you realize it’s just a gigantic fix.

00:31:11
Jason:
Yeah. I mean I think that first of all, the people who appeal like yourself they’re not doing anything wrong. That’s the incentives that are set up. Everyone is operating off incentives, and the system incentivizes people to appeal based on the high number of wins everyone should appeal. Could the office handle it if everyone appealed? That’s a question that I think many people might have.


Ken:
But how perverse is it that the way the system works is that we are going to like stick you with a higher tax bill than you should have, and if you are smart enough to appeal it we will bring it down, so that’s good for you, and if you don’t well then too bad for you. I mean that is so inherently unfair, and to have the system run based on the premise that it’s up to you to appeal our bad work and get us to fix it.

Jason:
Well, I think it’s more than just a technical issue. It exposes them to potential lawsuits. The whole purpose, the bedrock of all property tax assessments and property taxes in general is uniformity. Everyone wants to be treated exactly the same.

Ken:
Right, right.

Jason:
In this case not everyone is treated the same. And the assessor’s office will argue yes they are, because anyone has the right to appeal. But if not everyone is appealing it’s a potential problem.

00:33:10 

Ken:
We don’t have enough time to open another whole bushel basket of stuff, but you did raise the question about commercial, and I think that is really interesting too, because the golden bathtub the commercial stuff affects that too. If a guy who owns or a company owns a gigantic shopping strip mall or something and they are able to get their assessment down by 20% then all of us have to cough up more than just a few pennies extra because we’ve got to make… And you have a graph that shows how assessments from I think ’09 to the present level.


Jason:
’94.

Ken:
From ’94 have just come down dramatically.

Jason:
Yeah. Well that was under the previous assessor Houlihan. There’s a provision in the Illinois State Constitution that says if you assess different classes of properties at different levels, like commercial versus residential, one class cannot be 2½ times greater than another. So, residential, maybe if we go back to our earlier bookmark, residential is supposed to be at 16, they were actually assessing it at 10. Commercial was supposed to be 38, they were doing it around 30. But 30 versus 10 is more than 2½ times. This is this legal constitutional issue that by undervaluing residential property they expose the County, there’s a bunch of lawsuits going on now. And agencies like CPS which is already struggling may have to pay back millions of dollars that they don’t have for past mistakes like literally a decade ago. They may have to refund money because people are being treated unfairly. 


So, you have this 10% for residential, around 30 for commercial, that’s violating that constitutional provision, and what we found is that, and we don’t know how because the assessor’s office won’t release the documents. We’re in court right now. We’ve sued them. We won our first in the circuit court, we’re not in appellate’s court. But somehow the assessor’s office started, instead of raising residential to 16 they started dropping commercial, so by 2008, 2007 commercial was under 20% on average. The median we’re talking about here, so it was all over the board, but the median was around 20%, and so they were undervaluing commercial even more, and just as you say, when you do that it shifts the tax burden in a lot of ways that it’s very difficult to understand. I actually describe it as sort of like a waterbed. If I push down over here it’s going to go up over here.  

Ken:
You have a water analogy too. [Laughs] 

Jason:
Yeah, it’s very similar. Yeah, everyone tries to come up with ways to describe it. I mean at the end of the day it comes down to we talked about fixes earlier, the first fix has to be transparency.

Ken:
Yeah.

Jason:
The public has a right to know what this office is doing. We shouldn’t have to sue to figure out how they are valuing property, or to see the work that goes into valuing these commercial or residential buildings. There should be transparency. If you don’t know what they’re doing it’s very difficult to know how to fix it. 

00:36:13
Ken:
So, I sort of circle back down again to the people who are living in West Lawn, people who are living in these very small houses that are selling for $75,000 or $80,000 but are assessed at over $100,000.

Jason:
Yeah.

Ken:
If someone who were in that situation got the money together to hire a lawyer to appeal, would it actually work or are things just so out of whack there that you wouldn’t even be able to bring it down to a reasonable level?

Jason:
It’s hard to say, because again, we believe, or it appears like to us that the way that these appeals are being decided is by comparing your assessment to other people in the same neighborhood. So if the whole neighborhood is over-assessed there is a chance that even an appeal isn’t going to help you. In fact, we kind of took two blocks, one in the North Center neighborhood and one in North Lawndale, and we kind of compared them. So like half the people in North Center, which is over by Lakeview for those people who may not know, the northern part of Chicago, very affluent, sort of changing, gentrified, it’s already a gentrified neighborhood, you know, half the people on that block appealed, even though on average assessments over there are undervalued. Whereas North Lawndale which is overvalued we found by about 40%, one person on the block appealed, and she got a reduction, but according to our analysis it still wasn’t enough to make up for the over evaluation, and so you can win. It still might not be enough. Again, it’s difficult to know if people aren’t doing the work and the studies and figuring out what’s going on.

00:37:56
Ken:
Why would a family with a house in North Center or someplace like that that is already dramatically undervalued, why would they win an appeal?


Jason:
Because the values coming out of these models, the values that have been in that neighborhood they are all undervalued. And so for example, in our day 2 story we lead the story with an example. A couple buys a house for 1.1-million. The assessor actually gets it right, so they go to the Board of Review and they get more than $300,000 shaved off their value. And the reason is, we believe, we don’t know because they don’t share the records, but we believe it’s because they do an analysis of the neighborhood and they say, “Oh yeah, the price per square foot in this area is much lower than what they assess it for so we’re going to knock you down.” And again, it’s not the people who appeal who are the problem. The homeowner who own that house, even though they get their bill and they say, “Well that’s exactly what I paid for my house, but I’m going to appeal anyway,” they are not the bad players here, because they are following the incentives. They know that they would be foolish not to do that.

Ken:
But wait a minute, so you’ve got a neighborhood where the square foot average across the neighborhood is $10, whatever, $100 let’s call it, and then somebody comes in and builds a $2½-million mansion right on the block. And obviously their value is way more than that $50 a square foot. Shouldn’t they have to pay more for having this giant house? How can they make the appeal that well the average is only $50 so therefore mine should be $50 too? 

Jason:
I mean technically the $2-million house will end up paying more because the value will be higher just because it’s a $2-million house. But it’s more just to how it shifts everything around. I mean what we’re getting into now is something they call the effective tax rate, which is basically the amount of money that you pay in taxes divided by the value of your home.

Ken:
Yeah.

Jason:
I think real estate brokers in Chicago sort of say oh it’s around 1.5%, which is actually pretty low if you compare it to some suburban places. What we found is that in some places the effective tax rate was closer to 3 or well above 2, and in other places it was below 1. And so that’s where the real problem starts to come in, and in a lot of the places where the effective tax rate is very low these are very nice neighborhoods, Lincoln Park, and they have very good schools, and so they are getting a really good deal in terms of services.

00:40:30

Ken:
Is this happening because of averous and greed and corruption, or is it just because the models are so lousy and so historically improperly used that it’s kind of a legacy?

Jason:
Well, I have no concrete evidence that it’s anything other than an organization that is using old equipment whatnot. We don’t have any evidence of corruption or anything like that at this point. But, what I will say, and I go back to the transparency point, until you can have complete transparency, until they open it up and we see what’s actually going on it’s hard to say. 

Ken:
But you do have an assessor who has really a pretty nice fat campaign chest and there’s some evidence that a good number of those dollars have come from tax appeal lawyers who essentially make their living off of his lousy system.

Jason:
Yeah. So we did an analysis of Assessor Barrios’ active campaign account. We found it was about $5-million in three separate accounts, and that well more than half of it came from either property tax attorneys or the appraisers who work in conjunction with the property tax attorneys. This has obviously become an issue in the gubernatorial race and in other places where people have raised this as an issue. But that’s the way the system, I mean first of all the Cook County, Mr. Barrios is the chairman of the Cook County Democratic Party. That alone is going to bring in a lot of campaign contributions, and so you know that obviously has something to do with it. We just point out the facts of what we find and what the public policy position should be is for others to decide.

Ken:
And of course it hit very close to home for one of the candidates too, because J. B. Pritzker I mean he owns a very large house and he was able to appeal and get his taxes knocked down quite a bit.

Jason:
Yeah, and I don’t think he’s alone. He’s alone in the sense that there’s not that many people with that size of a house or whatnot, but these breaks that they give for uninhabited and vacancies and all this stuff, anyone with the means to figure it out…

Ken:
But on his own house the appeal that he did makes him legally no different than me. I also appealed taxes and won a little break. He got a bigger break because his house is worth, well not because his house is worth more, but maybe a better lawyer, I don’t know why. But the real issue isn’t that he got the break, the real issue is that we’ve kind of come to a point where we are using appeal attorneys as our assessors.

Jason:
Yeah, there’s a little wrinkle in his where I guess maybe he removed some plumbing, some toilets or something.

Ken:
That’s for the house next door. I’m talking about his own house.

Jason:
Oh his own house, yeah, no, no, exactly, you guys are no different. Right. It’s just the way, again, that doesn’t make Mr. Pritzker who appeals someone who has done something unfair.

Ken:
He’s doing what all the rest of us are doing.

Jason:
Everybody.

Ken:
And the problem is that so many people don’t have the means or don’t have the understanding that that’s the way you have to play the game and around and around we go. Jason we are out of time, but this is just a fascinating conversation. Did you enjoy doing this? I can’t imagine what it would be like to work on a story for a year.

00:43:52
Jason:
I mean it was fascinating to learn this stuff. It makes your head hurt and it’s difficult work.


Ken:
Yeah, I can imagine. Did you learn a lot about the assessment? Did you know some of this going in? 

Jason:
No, not much, not much. Yeah. So I’ve learned a lot. 

Ken:
And by the way, congratulations to you, and we haven’t mentioned this, but you got one of the first appointments to the new Propublica operation.

Jason:
That is correct. 

Ken:
So you are going to be leaving the Tribune, which I’m sure is a big loss to the Tribune.

Jason:
Well, we’re going to keep working on these stories with Propublica in conjunction with the Tribune.

Ken:
Oh really? Excellent. Very good.

Jason:
Yeah, we’re not done, we’re not done, and it’s going to be we hope a fruitful collaboration.

Ken:
You know that we talk all the time on this show about journalism in Chicago and the newsrooms and the preservation of the newsrooms. There’s no arguing that adding a new newsroom is going to help in any way.

Jason:
Yeah. And I would just say that I’m so grateful for the Tribune to give me the time and the resources to be able to do something like that.

Ken:
Absolutely.

Jason:
The only way that’s going to happen is for people to pick up a paper.

Ken:
That’s exactly right, and it really shows what can be done and the absolute critical importance of having these newsrooms and reporters like yourself, so thank you for what you do.

Jason:
Thanks for having me. 

Ken:
All right. Jason Grotto is with the Chicago Tribune. Is there actually a name, an overall name for this?

Jason:
Yes, it’s called the Tax Divide. 

Ken:
The Tax Divide, go to the Tribune site and look up the Tax Divide. Just Google Tax Divide, you’ll get it. Jason Grotto. 

00:45:34
End
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