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INTRODUCTION

As local property managers and inves-
tors in the Chicagoland area real es-
tate market, we have worked alongside
thousands of investors across various
real estate transactions, each with their
unique story.

The Chicagoland real estate market
comprises the City of Chicago and its
surrounding suburbs. The total area is
made up of six counties. Cook County is
the largest county and includes the City
of Chicago. The additional five counties,
often referred to as the “Collar Counties’,
are DuPage, Kane, Lake, McHenry, and
Will. With just under 10 million people,
the Chicagoland area is the third largest
metropolitan area in the United States.

Specifically, the Chicagoland area is
home to multiple Fortune 500 Compa-
nies as well as a truly remarkable mass
transit system. The system runs con-
tinually and transports over 1.7 million
people per day via el trains, busses and
subways.

WHAT IS A REAL ESTATE INVESTOR

A real estate investor is defined as
someone who actively or passively
invests in real estate. Property in-
vestors from all over the world find

the Midwest to be an especially at-
tractive place where they can grow
their real estate portfolio.

There are three common types of inves-
tors that we continually transact with
and they include:

Out-of-State Investor

These real estate investors live outside
of the Chicagoland area, often in a dif-
ferent State or Country. It is imperative
that these investors be mindful of the
detailed process entailed in successfully
completing a transaction. In this down-
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load, we will dive into how to success-
fully purchase real estate from contract
to closing and the process of ongoing
management there afterwards. We will
also discuss the importance of famil-
iarity with state and local leasing laws,
municipality requirements, and how im-
portant it is to have a pulse on current
market conditions.

Local Investor

These Chicagoland real estate investors
live and work locally. They are savvy in
the way that they purchase properties in
order to expand their real estate portfo-
lio. However, somewhere along the way,
we notice they get lax in the way that
they do business. They fail to keep up
with ever changing laws and they don’t
formulate new ways to enhance their in-
vestment strategy.

Accidental Investor

These real estate investors became in-
vestors by “accident” when vacating
their property forced them into the role
of Landlord. The investors have difficul-
ty realizing that their previous residence
must now be run as a business in order
to maximize this new opportunity.

Our eBook has all the information
you need to know about what to
do—and what not to do—when in-
vesting in the Chicagoland area
real estate market. Although some
information may not seem useful
now, this eBook will prove to be a
valuable download for any situa-
tions that may arise in the future.
You may realize that some of the
mistakes that we are sharing with
you may be some of the mistakes
you have already made. We are
confident that we can help you be
better prepared when faced with
similar instances in the future.

We want to thank you in advance
for taking the time to download this
eBook and read it in its entirety. If
at any time while reading or after
completing the book you have any
guestions or comments, please feel
free to contact GC Realty & Devel-
opment, LLC. We welcome the op-
portunity to discuss all we have to
offer in regard to purchasing, selling,
or managing property in and around
the Chicagoland area.
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THE IMPORTANCE OF UTILIZING AN ATTORNEY

IN A REAL ESTATE TRANSACTION

When you are purchasing real estate,
whether it is a single family home, a
multi-family apartment building, a va-
cant piece of land, or a commercial
building, there is a highly detailed pro-
cess that starts the moment the pur-
chase contract is signed. That process
does not end until the keys to the prop-
erty have been given to the buyers at
the closing table.

As lllinois Licensed Real Estate Brokers
ourselves, we know we are ethically
bound to look out for our client’s best
interests.

lllinois State law and Chicago mu-
nicipality law do not require a real
estate attorney to assist buyers or
sellers involved in real estate trans-
actions. However, hiring a local real
estate attorney with local knowl-

edge can certainly be a worthwhile
investment. Although not common
in other parts of the country, 98%
of real estate transactions involve
both parties having their own sep-
arate legal representation.

Your attorney will:

ENSURE DISBURSEMENT OF
ACCURATE INFORMATION

Working with a local real estate attorney
ensures that you are going to be given
all accurate and pertinent material per-
taining to your transaction. The attorney
will take the time to review the docu-
ments, check them for accuracy, note
any inconsistencies, and remedy any is-
sues ahead of the closing.
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These documents will include:

e Property disclosures produced by the
seller

e Current tenant lease and application
data

e Any subsidised housing inspection
and the status of any outstanding is-
sues

e Local municipality Point of Sale In-
spections

e Local
codes

administrative and building

A local real estate attorney will also re-
view the purchase or sale contract to
ensure the terms are clear, understand-
able, and otherwise customary. They
will confirm that there are not any is-
sues with the title to the property. Most
importantly, they will ensure that any
agreements regarding repairs to the
property are properly memorialized in
writing and will complete all legally re-
quired pre-closing disclosures.

All of this information will be document-
ed and kept by your attorney should it
ever need to be referenced post closing.

HIRING AN ATTORNEY WILL SAVE
YOU PRECIOUS TIME

In order for a real estate transaction to
complete successfully, there are multi-
ple obligations and responsibilities that
must be met by both parties prior to
closing. In addition to the seller disclos-
ing any known issues within the prop-
erty, communication between parties is
crucial to the success of the deal. Attor-
neys must work together to satisfy the
multitude of requests made by lenders,
title companies, local municipalities, real
estate Brokers, homeowners associa-
tion, and the county tax assessor asso-
ciation with the transaction.

It may seem as though these tasks can
be completed meticulously and without
the assistance of an attorney, but each
step is vital to the process and must be
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executed flawlessly. It is inevitable that
without the assistance of a local real es-
tate attorney, preventable mistakes will
occur. These mistakes can often cause
major closing delays, or even worse, a
cancelled transaction.

PROVIDING CLEAR TITLE
TO THE BUYER

Of all the tasks handled by the Attorney,
the most important will be the reviewing
of the title to the property. In the role of
“Title Agent”, the attorney works along-
side the Title Company to ensure that
the seller actually has the legal right to
pass full legal ownership of the property
to the purchaser. Any issues that may be
found on title will be noted and the title
company and agent will work alongside
the seller to solve any issues prior to the
closing.

REVIEWING THE PLAT OF SURVEY

In addition to the contract, disclosures,
and additional due diligence materials
provided by the seller, the buyer’s attor-
ney also reviews the plat of surveys that
depict the subject property.

WORK WITH ANY ISSUES
POST-CLOSING

Disputes often can and do occur once
a real estate transaction has been com-
pleted. An attorney that strictly deals
in litigation can be expensive, often re-
quiring several thousands of dollars as a
retainer fee. However, deciding to uti-
lize the services of a real estate attorney
can significantly reduce the likelihood of
disputes that may arise post closing.

Disputes that often occur post closing
may include:

e Lack of disclosure on behalf of the
seller

e Errors and omissions in the real es-
tate purchase or sale contract

e Issues that may arise on Title

e Property condition once legal own-
ership has been passed on to new
owner
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The risk of post-closing litigation is re-
duced dramatically if both sides hire lo-
cal real estate attorneys, from the time
that the contract is signed, until the time
the closing occurs. Since post-closing
litigation is expensive, time consuming,
and unpredictable, many times the pur-
chaser assumes all the liability.

LOCAL REAL ESTATE ATTORNEY VS.
REAL ESTATE ATTORNEY

You may be wondering how a local at-
torney may differ from a real estate
attorney, and it's quite simple. A local
attorney is described as someone who
practices law within 50 miles of less of
the subject property. Local customs are
far more different in the Chicagoland
area than they are in downstate lllinois
areas, like Springfield or Peoria, for ex-
ample.

A real estate attorney chooses to focus
primarily on real estate based transac-
tions. This can vary vastly from attor-
ney’s that practice many areas, or even
general practice attorneys. Most attor-
ney'’s focus their strength on mastering
one or two particular fields and then de-
velop their expertise and reputation in
that area.

You would not hire a professional roof-
er to lay flooring in your home, and we
highly suggest that you obtain the ser-
vices of a reliable and reputable real es-
tate attorney based on that same com-
mon sense principle.

If it is your goal to proactively, re-
sponsibly, and efficiently add in-
come generating properties to your
portfolio, then we highly recom-
mend the assistance of a local real

estate attorney to help you along
the way. It will be one of the most
advantageous additions to your in-
vestment plan.
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INSPECTIONS ARE WORTH THE INVESTMENT

A few years ago we had the opportuni-
ty to speak to an investor who waived
their right to a professional home in-
spection on their purchase of a 22 unit
portfolio. They opted instead for a credit
of $1,200 per unit as a credit off of the
total purchase price.

Since this investor has closed, they have
spent over $330,000.00 on mainte-
nance and on much needed capital im-
provements.

Professional home inspections can
cost less than $500 per property
plus save a potential buyer tens
of thousands in repairs down the
road. In the most extreme cases, a
home inspection riddled with items
can signal the end of a deal. The de-
cision to not obtain an inspection,
puts the purchaser at huge risk
for potential issues that may arise
down the road.

Had a professional inspection been
completed, the deficient items would
have been noted, negotiated, remedied,
or credited properly prior to closing.
Needless to say, the cash flow for this
once income generating property has
been depleted for nearly 10 years based
on these unforeseen expenditures. The
worst part was, the purchase was sup-
posed to be turnkey.
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GENERAL HOME INSPECTION

The best way to obtain an overall pic-
ture as to how a home is operating is to
have a home inspection completed. As
mentioned above, it is a low cost invest-
ment that end up saving thousands of
dollars, if not more, down the road.

Details found within the inspection re-
port can assist both the buyer and their
attorney in deciding whether to proceed
with the purchase, or to terminate the
transaction. The report can also assist
in the negotiation of credits or purchase
price reductions. Of utmost importance,
however, is that the report can assist
with the planning of longer term capital
improvements that may be necessary.

Oftentimes, a home inspection will con-
clude that a property is in top condition,
solidifying the decision by the buyer to
proceed with the transaction.

Do keep in mind that home inspectors
are generalized and have limited areas
of specialty. It may be deemed neces-

sary to look deeper into a particular is-
sue such as structural issues, potential
mold issues, or roofing.

SCOPING SEWER LINE

An integral step in the purchase of a
home, especially a vacant one, is the
completion of a scope of the sewer
line. This is done with a camera that can
view the sewer line between the house
and city sewer with any catch basins in
between. The cost of scoping can be a
few thousand dollars, but can prevent
$7,000 - $20,000 in potential future
costs.

ROOF INSPECTIONS

Throughout the Chicagoland area, many
homes are outfitted with roofs that are
flat. The Chicagoland area is also home
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to unpredictable and inclement weath-
er.

These two factors combined can cause
a plethora of issues with the parapet,
chimney, skylight, and copings of a
property. This can be in addition to any
standard that leaks that may occur and
lead to interior damage very quickly.

For the investment of just a couple hun-
dred dollars, you can hire a qualified
roofer to visually inspect the condition
of the roof, advise you of the condition,
and guide you on any repairs or preven-
tative maintenance that may be need-
ed. Since a home inspector will not fully
delve into a roof inspection, it is import-
ant that a buyer take the time to hire a
professional to potentially avoid nega-
tive situations in the future.

RADON INSPECTION

Radon is a colorless, odorless gas that
is found in the soil. It is typically at it's
highest in basements and crawl spaces
across many parts of the United States.

It can easily go undetected and has the
potential to cause serious ailments. Per
lllinois law, the disclosure of any known
unsafe radon levels is required by each
seller who wishes to transfer property.A
buyer has the right to complete a radon
inspection on the property.

The typical cost foraradon testis around
$200. A professional radon company
will place the test at the property for a
term of 48 hours. During this time, the
system will tabulate the amount of ra-
don in the air at hourly intervals. At the
end of the test, the hope is that the ra-
don level in the home is well below the
4.0 psi level. If the radon level is higher
than that, the seller must take the prop-
er steps to mitigate the issue. Radon
mitigation is typically a cost that is paid
for by the seller, and can cost anywhere
from $1,200 - $4,000 depending on the
size of the home.

“Measure twice and cut once” is a great
message to take from the above section.
Knowing what you get into beforehand
can eliminate large risks and financial
unknowns before you close on a prop-
erty.
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VILLAGE REQUIREMENTS

Local municipalities here in the Chicago-
land area are playing a more vital role in
the transactions of real estate investors.
As a Landlord, here are a few terms that
you will want to become familiar with.

POINT OF SALE INSPECTION (POS)

These inspections typically require a
small fee to be paid for by the seller.
During the inspection, a representative
from the Village will inspect the prop-
erty per the local village ordinances.
Oftentimes, these inspections must be
completed in order for the Village to re-
lease a transfer stamp, a requirement by
the Title Company at closing.

ltems that are noted during a point of
sale inspection must be addressed by
the seller prior the sale being finalized.
There are some Villages that will allow
any outstanding issues to be inherited
by the buyer, so long as the buyer signs

an affidavit stating that the work will be
completed in a certain amount of time.
There may also be a surety bond that is
required, at the buyers, expense, to be
placed with the Village so that the work
is guaranteed to be completed by the
buyer.

The City of Chicago does not require
Point of Sale Inspections, but it is com-
monplace in the surrounding suburbs.

As a buyer, you want to be sure that you
fully understand the requirements of
each municipality so that you can avoid
any future potential issues.

10
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ANNUAL RENTAL LICENSE
INSPECTIONS REQUIREMENTS

Many suburban areas have enacted
Rental Licensing Programs that follow
strict requirements. They require prop-
erly filed annual documentation, annual
fees, and annual inspections. Their in-
tent is to provide safe housing to those
leasing property in their area.

PROPERTY FINES

During the rental licensing process, the
Village may require that items found
on their inspection be repaired and ad-
dressed immediately. Contractors that
will be handling the scope of work must
be permitted to do so. Additionally,
these processes may include multiple
visits by Village inspectors across vari-
ous departments.

PERMITTED PROPERTY REPAIRS

During the rental licensing process, the
Village may require that items found
on their inspection be repaired and ad-
dressed immediately. Contractors that
will be handling the scope of work must
be permitted to do so. Additionally,
these processes may include multiple
visits by Village inspectors across vari-
ous departments.

EXISTING PROPERTY VIOLATIONS

A property may already carry its own
set of building code or ordinance vio-
lation issues, and a seller or buyer may
not even be fully aware that there is an
issue. Upon successful completion of
the transaction, any existing violations
will become the inherent responsibility
of the new buyer. The previous property
owner may not even have been aware of
any issues as they may have never been
forced themselves to be compliant. Is-
sues like this can span throughout many
years and through the transaction cycle
of multiple owners.

You can avoid these types of issues by
performing a thorough due diligenceby
visiting the subject property municipal-
ity website, calling City Hall directly, or
by obtaining a complete report by sub-
mitting a Freedom of Information Act
(FOIA) request.

In the most extreme cases we have wit-
nessed investors spending upwards of
$50,000 to remedy violations. All which
could have been avoided with the use
of an attorney and proper due diligence.

11
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IS IT REHABBED PROPERTY OR JUST

“LIPSTICK ON A PIG"?

Property photos and advertising lan-
guage can be deceiving, and as nice as
they seem, they do not truly depict the
infrastructure or the true mechanics of
a property. Nowadays, it is common to
see properties being marketed as “re-
habbed”. Investors must realize that
cosmetic repairs and simple upgrades
like cabinets or appliances can cost less
than $2,000. However, repairs unseen
to the naked eye, like the replacement
of collapsed sewer lines, can cost tens
of thousands.

Minimizing capital expenses at the onset
of your investment will lead to a healthy
cash flow and in order for that to hap-
pen, a truly rehabbed property should
contain the following:

e Full tear-off roof rather than an
additional layer

e Newer and higher efficiency
windows

e Newer and higher efficiency
furnaces

e Newer and higher efficiency hot
water heaters

New copper plumbing in place of
galvanized plumbing

Newer sewer lines

Newer upgraded electrical that
includes a service panel with
expandability

Newer gutters and soffits that
carry water away from the prop-
erty

Dry basement or crawlspace
with no evidence of water intru-
sion

We frequently see properties in which a
rehabber has painted, replaced cabinets,
fixtures, appliances, and flooring. These
items of minimal cost, or “lipstick on a
pig” can wind up costing a new buy-
er thousands of dollars down the road.
Buyers of these types of rehabs need to
prepare for the cost of major improve-
ments down the road, and may want to
take that into consideration when pre-
paring a purchase offer.

12
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HOUSING CHOICE VOUCHER PROGRAM - SECTION 8

There is often a negative stigma asso-
ciated with Section 8 Housing, howev-
er, in the Chicagoland area, the Housing
Choice Voucher Program is a popular
option for real estate investors. In fact,
fully understanding the program and its
benefits can prove to be very lucrative
for an investor.

Section 8 is a government program ad-
ministered by HUD that provides the
payment of rental housing assistance to
private landlords on behalf of lowincome
households in the United States. The
Housing Choice Voucher Program(HCV)
provides “Tenant-based” rental assis-
tance for individual units such as, single
family homes or condominiums, based
on an individual tenant’s situation. Hav-
ing a Section 8 tenant in your property
is not limited to any particular neighbor-
hood or County, and any landlord can
participate.

The entire program is administered by
the US Department of Housing and
Urban Development (HUD), but locally
there are individual housing authorities
with local offices managing specific ar-
eas.

In Chicago, there are numerous offic-
es, like the Chicago Housing Author-
ity(CHA), which covers only Chicago.
The Housing Authority of Cook Coun-
ty(HACC) covers all Cook County areas
which are not Chicago. Other offices in-
clude Dupage Housing Authority (DHA),
or Housing Authority of Elgin (HAE). The
CHA in Chicago is the second largest
Housing Authority in the country with
over 46,000 households participating in
the HCV program.

13
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SECTION 8 PROGRAM BENEFITS

Rental Payment Consistency

Residents that are included in the Sec-
tion 8 program have a portion of their
rental payment paid by the government
each month. As a Landlord of a tenant
on the program, you can expect that
on the first day of the month the rent-
al payment will be deposited. Contracts
between participants in the program
will vary as to what portion the tenant
will be responsible for and what portion
will be paid for by the government, and
they are based on the tenants income.

Ideally, Landlords can expect subsidized
payments around 70% of the monthly
rent with the tenant being responsible
for only 30%. Tenants whom are re-
sponsible for a portion of their rent each
month tend to be more emotionally in-
vested in remaining in the property long
term.

Preparing for Vacancy

There is always the potential to prepare
for any vacancy that may occur prior to
a property being leased again. Tenants
are often lax during the move-out pro-
cess and that can result in delays finding
a new tenant, not to mention a reduc-
tion in income the property may be gen-
erating. Communicating a lease renew-
al or acceptable move out procedure is
critical to minimize any vacancy.

Long term tenants

The application, documentation, and
approval process for Section 8 is ex-
tremely lengthy and daunting. After fi-
nal approval, tenants are happy to finally
be in the property and participating in
the program. We find that tenants that
are happy with their current Landlord or
Management company stay in their res-
idences for many years.

Tenant Eviction & Rent Payment

In the rare instance that you need to file
for eviction against the tenant, Section
8 will continue to pay the monthly sub-
sidy payment until the tenant has vacat-
ed the property. In the aftermath of the
eviction, the tenant can be fined with
further penalties from CHA.

14
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SECTION 8 PROGRAM DOWNFALLS

As with anything, there can be some
downfalls associated with participat-
ing in the housing voucher program. It’s
important to understand that there is
much more to understand than what is
outlined here.

Vacating a Tenant

There are times when a tenant is not a
good fit for a property or even worse,
they may be a menace to the neigh-
borhood. Being diligent in assisting the
tenant with relocating can help maintain
an accurate timetable for your upcom-
ing vacancy.

Failed Inspection Caused by Tenant

Tenants may say and do spiteful things
to inspectors to cause a failed inspec-
tion. A tenant may not agree and be-
come aggressive or hostile when the
landlord is trying to do what'’s right for
the operation of the property. That is
why it’s crucial to have a Landlord repre-
sentative at every inspection to ensure
that the outcome can be controlled.

Housing Authority May Stop Payment

The failing of an annual inspection more
than once can likely result in the income
from Section 8 being abated. This essen-
tially means that the Housing Authority
will stop paying until the issues within
the property have been resolved and
that the property has been reinspected
to code.

Fluctuation of Tenant Payment

If the annual income generated person-
ally by your tenant changes, Section 8
may deem it necessary to change the
initial agreed upon payment terms.

Tenant Voucher Change

The vouchers held by tenants are based
on bedroom size. Since household mem-
bers change, so does the voucher. A
tenant adding a member to their house-
hold will certainly be given a voucher for
a higher bedroom count. This can lead
to a vacancy very quickly as the tenant
will want to obtain a larger home. When
a tenant’s voucher is reduced in size (ex.
3 bdrm to 2 bdrm), the monthly rent will
not decrease, but the tenant’s portion
will increase. As the tenants portion in-
creases, this can often lead to collection
issues. It can also cause a tenant to want
to move to find a more affordable sce-
nario for themselves.

15
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Payment Timeframe

Once the rental amount has been agreed
upon and the tenant has taken posses-
sion of the home, it can take anywhere
from 30-45 days to receive the first pay-
ment through the program. As this may
induce an interruption of cash flow, be
aware that often during their second
month of leasing the property, a dou-
ble payment of rent may occur. This can
help you get back on track for the third
month in order to make on-time monthly
payments. You will be entitled to 100%
of all rent due based on the lease.

Working within Section 8 anywhere in
Chicagoland can be a very profitable
long-term strategy for your invest-
ments. Early on, understanding how to
maneuver the program will help you
avoid many of the common issues inves-
tors experience. Ultimately, we suggest
hiring a local property manager who can
help you learn by doing it right on the
first attempt.

If you are managing the property your-
self, it's important to connect with local
property managers or owners that un-
derstand this process. If you hire a prop-
erty manager, first ensure the manager
can prove their extensive knowledge of
the process before you consider work-
ing with them. Don't let your new prop-
erty manager learn on your dime.

16
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HAVING THE RIGH TEAM AROUND YOU

A large part of any real estate investor’s
success is having the right team around
them to guide them through the process
and assist in avoiding pitfalls along the
journey. It's important to have a team
to turn to when you are Unsure, or have
issues you need to solve quickly, espe-
cially when it’s a circumstance you have
never experienced and are unfamiliar
with.

On the other hand, we have seen many
investors spend years trying to build
their team. They're weary to even make
offers on properties until they feel they
have the “A-Team” in place. We often
watch future investors interview multi-
ple lawyers and countless contractors.
They will even sit down with many CPAs,
when in reality, they're years away from
having to file their first tax return. While
they are putting together their “team’,
real estate prices are rising and the mar-
kets are changing. This extensive due
diligence comes with a high cost of op-
portunity.

We think it is important to work with
people you are comfortable with and

you know are looking out for your best
interests. No matter how many times
you interview a potential team member
there is always a 50/50 chance the rela-
tionship will not work in the long term,
so save yourself the time and go with a
group already customized to working on
what you are aiming for.

Rememberthe successful investors team
you might hijack are most likely already
streamlined. Most successful people are
only surrounding themselves with a top-
tiered team, and they have the ability to
move quickly to make changes when
things are not working.

17
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PROPERTY TAXES

Property taxes are paid in almost every
area of the United States. Inevitably,
property taxes are also always rising as
the price of real estate goes up.

HOW YOUR TAX BILL IS
CALCULATED

In lllinois, two factors go into determin-
ing your tax bill. The first is the taxable
value of your home; the second is the
tax rate. The tax rate is the percentage
of the taxable value that the local tax
authorities use to calculate your proper-
ty tax amount. You can learn more about
property taxes in lllinois from the lllinois
Department of Revenue.

Each lllinois County has a slight-
ly different tax rate calculation. In

most lllinois counties the taxable
value of a home is 33.3% of the
home’s Fair Cash Value.

The Fair Cash Value is essentially the
amount the home would sell for on the
open market. In Cook County the fair
cash value is 10%.

UNDERWRITING PROPERTY TAXES

When you are calculating figures as an
investor in advance of buying a prop-
erty, you must be sure that the current
annual tax amount is the same amount
you will be expected to pay when you're
the property owner. The existing prop-
erty tax scenario for your seller may be
different than yours post-closing as the
buyer.

18
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In lllinois, if a real-estate owner occu-
pies the property, then that owner can
request a Homeowners Exemption from
the governing body. This can help to re-
duce the annual property tax obligation.
Unfortunately, as an investor you don’t
get that exemption because you won't
be living there as your primary residence.

Any property owner over the age of 65
using the property as their primary res-
idence can qualify for a senior exemp-
tion. They are also eligible for a “Senior
Freeze” if they are over the age of 65 and
their income is below a certain thresh-
old. This exemption will freeze the val-
ue of the property which the governing
body uses to calculate the annual prop-
erty tax amount.

In order to account for your potential
annual tax amount in the years to come,
it's necessary to take those potential
current exemptions into consideration
when underwriting a property. If you
are buying a property which is occupied
by a senior with a freeze, the current
taxes could be thousands less per year
than what you will eventually pay. Uti-
lize your realtor, property manager, and
public records to research the existing
and potential tax rate. If you look at oth-
er properties in the same area or nearby

areas for similar assessed values in the
area, you can get an idea of what the
highest annual taxes others are paying.

CONTESTING PROPERTY
ASSESSMENTS

Many investors don't realize they have
the legal right to contest their annual
property taxamount. The local assessor’s
office is in charge of deciding how much
your property is worth. This is called an
assessment. The amount of property tax
you have to pay for your house is based
on the assessed value of your property.

The ability to reduce your annual
property tax amount is based on

the ability to show the assessor that
your property is worth less than the
assessor’s assessment.

As the investor, the burden is on you to
prove to the assessor that the value is
less than what they think. You may do
this by providing appraisals, public re-
cords, or realtor comparables for similar
recent sales in the immediate area of
your property.

You may also contest the assessor’s
value by visiting the local township as-
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sessor’s office or submitting your doc-
uments online. There is a fairly simple
form and there is no fee, you simply
complete their standard form and pro-
vide any documentation you may need
to validate your case.

Many investors choose to hire an attor-
ney that specializes in reducing an in-
vestors annual property tax obligation
instead of doing it themselves. Law of-
fices specializing in this service usually
do not charge the investor anything un-
less they save you money, in which case
the fee is generally calculated on a per-
centage of the amount of money saved.

CONTESTING BY USING VACANCY

Preparing a property by means of reha-
bilitation can take months. If this is the
case, you may have the opportunity to
reduce your annual tax obligation by re-
ceiving a property tax reduction for one
year.

REVIEWING TAX RECORDS FOR
ACCURACY

Proper documentation is imperative to
the assessment of your home. Informa-
tion compiled by the local assessors of-
fice should always be checked for accu-
racy.

Check online or visit your local asses-
sor's office to locate the assessor’s re-
cords.

You may find that the following items on
your tax record may be inaccurate:

Square footage of home

Square footage of lot

Recent purchase price
Improvements
Bedrooms / Baths
Lot Size

Old structures that are now re-
moved, like a garage

Keep in mind that modifying any of
these items may result in the addition of
value to your property. This can result in
a higher than normal tax bill.

Property taxes are an expense that an
investor has the least control over. It's
very important that you are sure of what
your estimated annual tax amount will
be when underwriting a deal or contest-
ing the property tax.
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UNDERSTANDING UNIQUE LOCAL LAWS

Successfully transacting business in
the Chicagoland area means abiding by
and understanding the many unique lo-
cal laws. As an investor, you and your
property manager must be fully aware
of these in order to prevent any legal is-
sues.

CHICAGO RESIDENTIAL LANDLORD
& TENANT ORDINANCE

Known also as the CRLTO, this set of
laws, put in place in the 1980s, is the
guide for what you can and cannot do
as a landlord in the City of Chicago.
The CRLTO sets the criteria for how to
handle security deposits, notice for ac-
cess, and determines the specific de-
tails of your lease. If you don't follow
the requirements to a “T,” it can cost you
thousands in fines and attorney fees to
defend yourself. For a summary of the
ordinance feel free to visit our website
noted on the last page of this download.

This exact summary must be included
in every Chicago written lease as an ad-
ditional example of one of the require-
ments of the CRLTO.

SECTION 8 PROGRAM
PARTICIPATION

Up until 2013, it was not a requirement
to participate in the HCV Section 8 pro-
gram in Chicagoland. Since then things
have changed and it is now not only
mandatory, but can be considered hous-
ing discrimination if violated.

Naperville and all of Cook County have
rules stating landlords cannot discrimi-
nate against tenants using HCV program
vouchers. In these areas you must un-
derwrite your rental applications no dif-
ferently than you would a market-rate
application.

There is often a difference in rent when
it comes to what a market-rate tenant
would pay. This is based on the average
rent for other similar units in the area,
versus what Section 8 will approve for a
rent amount.

You should always take this into account
through your advertising, screening, and
denial process to avoid being accused of
housing discrimation.
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JUST HOUSING ORDINANCE

The Just Housing Amendment was
passed on April 25, 2019 and amends
the Human Rights Ordinance by pro-
viding protections for leasing applicants
with a criminal record that apply for
residential rentals in Cook County. The
Amendment went into effect on January
1, 2020, and Cook County started en-
forcement of the Amendment on Febru-
ary 1, 2020. The goal of this ordinance
is as follows:

e Ensure that people with crimi-
nal records have equal access to
housing opportunities in Cook
County

Impacts properties located only
in Cook County

Requires you a two step screen-

ing process where you must

screen credit, eviction/rental
history, income history, etc. be-
fore you screen criminal back-
ground

e Only permits you to take into ac-
count criminal convictions that
occurred less than 3 years prior

in your analysis. All other con-
victions cannot be considered
(unless convicted of a sex crime).

The Housing Authority began to assess
penalties of this ordinance as of this
past February 1, 2020. The penalties
for non-compliance are fines between
$100 to $500 for each offense, and for
each day a violation continues.

The laws above are just a small sample
of all of the important things you must
know to stay compliant as a Real Estate
Investor here in the Chicagoland area.
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PROPERTY MANAGEMENT AS AN OPTION

The Chicagoland area is flooded with
property management firms, and it can
be difficult to determine which one will
work in your best interest as an inves-
tor. An easy way to narrow down your
options is to find a firm that has local in-
vesting expertise. 90% of the companies
in the Chicagoland area do not have this
expertise. If you are hoping to narrow
the search down even further, look for
and hire a company that has successful-
ly transacted and rehabilitated over 200
investment properties. You will find that
you are now down to only one or two
options.

We are often asked “If the Property
Manager is managing properties in their
own portfolio, will they focus only on
that and not on my investment?”. In our
many years of experience, that cannot
be further from the truth.

As investors with our own managed
portfolios, we:

KNOWS WHAT IT’S LIKE TO LOSE

We are investors who have dealt with
bad tenants, unforeseen costly repairs,
and made overall bad purchasing de-
cisions. These issues caused us undue
financial and personal stress until we
found a resolution. When something
goes wrong with your property, don't
you want a property manager who
knows what it’s like to go through these
situations personally? A property man-
ager that knows what it’s like to lose has
the understanding of what you are feel-
ing, and has the experience to get you
out of the situation with minimal finan-
cial repercussions.

MANAGES BY NUMBERS

As seasoned investors, we know that it
is all about the numbers. Your property
management firm should be measur-
ing your numbers on a daily basis and
be making proactive decisions based on
past and present data.

Below are a few sample questions you
may want to ask any potential Property
Management firms you may be consid-
ering to manage your investment. Keep
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in mind that any firm you are interview-
ing should be able to provide you with
adequate and detailed responses to the
guestions below. A lack of response or
understanding of any of the concepts
below may mean that you are dealing
with a firm that is skilled or experienced.

How long does it typically take
to procure a tenant from the day
you begin marketing the proper-
ty through lease execution?

On average, what are your open
collection rates for the end of
the previous two quarters?

On average, how many mainte-
nance requests do you process
and complete per month?

What is the average monetary
work order amount?

What is the average cost of unit
turnover?

What percentage of your own-
ers are local?

What percentage of your own-
ers are not local?

What percentage of your port-
folio includes Section 8 program
participants?

What is your average email re-
sponse time for owners?

What is your average email re-
sponse time to tenants?
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Having a in depth knowledge of the
above concepts can be a key in making
future decisions that will affect the qual-
ity of the return on your investment.

DOES IT MAKE SENSE TO MANAGE
YOURSELF OR OUTSOURCE?

Time is money, but what does that re-
ally mean to you as an investor? If you
decide to manage your own real estate
investments, it is true that you may save
on monthly management fees and small
maintenance costs. But, what is the cost
of opportunity that comes with that?

Cost of opportunity can come at the ex-
pense of your family, your own business,
or even your career. We challenge real
estate investors who seek to manage
their own portfolios to track how much
time they are spending managing their
property, and what they believe their
time is worth.Our studies have found
that a property that is self managed will
accrue 20-22 hours per year of time, not
including the time it takes for turnover
and leasing.

More often than not, Property Manage-
ment firms that have streamlined pro-
cesses and the proper resources often
cost less than the costs included in man-
aging the property yourself.
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GET IN TOUCH WITH US

We hope that you can utilize the information that we have provided here as a help-
ful resource as you delve into the world of real estate investing and property man-
agement. If you are looking to expand your opportunities and work with a property
manager that will help you elevate your investments skills, reach out to us today.

CALL Mark Ainley at 630-781-6744

EMAIL mark@gcrealtyinc.com
to discuss how GC Realty & Development, LLC can help you.

Visit wwww.GCREALTYINC.com
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