ILLLINOIS INDEPENDENT

TAX TRIBUNAL
EDMUND J. SWEENEY, )
)
Petitioner, )
)
v. )
)
ILLINOIS DEPARTMENT )
OF REVENUE, )
)
Respondent. )

PETITION

Petitioner EDMUND J. SWEENEY, by and thorough his attorneys, Senak Keegan Gleason
Smith & Michaud, Ltd., pursuant to Title 68, Section 5000.310 of the Ill. Admin. Code, as his
Petition to the Illinois Independent Tax Tribunal states as follows:

JURISDICTIONAL STATEMENT

1. The Illinois Tax Tribunal has original jurisdiction over this matter pursuant to 35
ILCS 1010/1-45 (2013). Petitioner was issued a Notice of Claim Denial for the tax years 2003,
2000, and 2007 by the Illinois Department of Revenue (hereinafter “IDOR”) on November 12,
2015. A copy of the Notice of Claim Denials for 2005, 2006, and 2007 are incorporated by
reference and attached hereto as Exhibits A, B, and C, respectively.

2. The aggregate amount at issue for the tax year or audit period at issue exceeds

$15,000, exclusive of penalties and interest.



FACTUAL BACKGROUND

3. On May 15, 2006, Mr. Sweeney received a letter from the IDOR informing him his
residency status was being examined for the tax years 2002 - 2004. The letter stated that the basis
for the IDOR’s action was to determiﬁe whether he continued to be domiciled in the State of
llinois.

4, On June 6, 2006, Mr. Sweeney responded to the IDOR’s correspondence by
providing documentation he had abandoned his Illinois domicile in February 2002 and had
established his domicile in Florida.

5. On June 12, 2006, six days after receiving the information from Mr. Sweeney, the
IDOR issued a Notice of Proposed Deficiency indicating that additional tax liability was due for
the tax years 2002 — 2004.

6. Enclosed with the Notice of Proposed Deficiency was the auditor’s report, prepared
by Rae Ann Weldin, an Auditor with the IDOR. The Report stated that “[b]ased upon our review
of all information we are changing your filings for tax years 2002 thru 2004 . . . since you have
never given up your residence at 1002 N. Crosby we have determined that you are indeed an
Illinois resident and therefore responsible for reporting all income to Illinois for tax purposes.”

7. On August 1, 2006, Mr. Sweeney responded to the IDOR’s June 12, 2006
correspondence. Mr. Sweeney explained the Deficiency Notice was erroneous because the 1002
North Crosby property was not built until 2004. He also enclosed a copy of the lease for the
North Crosby property and other documents to substantiate his claim. Thus, Mr. Sweeney noted
the factual basis for the IDOR’s conclusion was not only erroneous it was, in fact, impossible.

8. On November 20, 2006, three months after Mr. Sweeney responded to the IDOR’s

Notice of Proposed Deficiency, the IDOR issued Mr. Sweeney a refund for his 2003 taxes. The



IDOR correspondence stated the IDOR had reviewed the information Mr. Sweeney provided and
“changed the account to show the return as you requested.”

9. In late February 2007, over three months after the IDOR had issued him a refund,
Mr. Sweeney received a notice that an Informal Conference Board (hereinafter “ICB”) hearing
was scheduled for May 15, 2007. At the ICB hearing, the IDOR informed Mr. Sweeney for the
first time that the refund had been issued in error. However, the IDOR representative at the ICB

hearing was unable to explain why the error had occurred or why the IDOR was recanting its prior

conclusion,

10. On December 21, 2007, the IDOR issued Mr. Sweeney a Notice of Deficiency
(hereinafter “NOD”) in the amount of $88,862 for the tax years 2002 — 2003.

11. The basis for the NOD was the IDOR’s determination that the Mr. Sweeney was a
resident of [llinois for the 2002 and 2003 tax years.

12. Mr. Sweeney timely protested the NOD and requested a hearing before the Illinois
Department of Revenue, Office of Administrative Hearing.

13. The IDOR and Mr. Sweeney each proffered testimony and documentary evidence
at a hearing, which commenced on June 26, 2009, before Administrative Law Judge Julie-April
Montgomery.

14, In July 2009, prior to a ruling by Administrative Law Judge, the IDOR issued Mr.
Sweeney a proposed Notice of Deficiency for the tax years 2005, 2006, and 2007.

15. Thereafter, as a result of discussions between Mr. Sweeney and the IDOR, the
IDOR agreed to stay any determination for these years pending a decision in the administrative

hearing for tax years 2002 - 2003.



16.  The IDOR acknowledged that if Mr. Sweeney prevailed with his argument that he
had abandoned his Illinois residency in 2002, it would not pursue any claims for tax years 2005 -
2007.

17. On February 25, 2010, eight months after the conclusion of the hearing, the
Administrative Law Judge issued a Recommendation for Disposition in which she concluded Mr.,
Sweeney never cffectively abandoned his Illinois domicile in February 2002.

18. Immediately thereafter, the IDOR began pursuing Mr. Sweeney for the tax years of
2005, 2006 and 2007. Included within the claims were substantial penalties and interest totaling
in excess of $375,000.

19. Thereafter, on March 24, 2010, Mr. Sweeney filed a Complaint for Administrative
Review in the Circuit Court of Cook County, Illinois. See, Sweeney v. State of Illinois Department
of Revenue, et al., 10 L 50524 (Cir. Court Cook Cnty., Il1., filed Mar. 24, 2010).

20. In the fall of 2010, while his Complaint for Administrative Review was pending in
the Circuit Court, Mr. Sweeney was informed by the IDOR that the Department was going to seek
payment for tax deficiencies for 2005, 2006 and 2007, including substantial penalties.

21.  InNovember 2010, Mr. Sweeney engaged in extensive discussions with the IDOR
over these alleged deficiencies. The IDOR recommended that Mr. Sweeney avail himself of the
tax amnesty program offered by the State to pay the claimed deficiency of $ 314,911 for tax years
2005 - 2007, which would avoid liabilities for penalties and interest approaching $ 75,000 and
accruing daily on a going-forward basis.

22.  The Department claimed that if Mr. Sweeney did not avail himself of this

opportunity, his penalties and interest would increase to 20% per annum.



23. After receiving assurance from Rae Ann Weldin, the IDOR Auditor assigned to the
matter, that he would receive a refund for this payment for tax years 2005 — 2007 if the Circuit
Court ruled in the Mr. Sweeney’s favor reversing the Department’s finding for the previous tax
years, Mr. Sweeney paid the IDOR §314,911.00 for the claimed deficiency for tax years 2005
through 2007.

24, On April 14, 2011, the Circuit Court of Cook County remanded the case back to
the Office of Administrative Hearing, in part, because the Administrative Law Judge had
wrongfully excluded exhibits from the administrative trial for the period of 2005 - 2007.

25.  OnlJune 15, 2011, the Administrative Law Judge issued an administrative decision
on remand recommending the notice of deficiency be finalized with respect to the tax years 2002
and 2003.

26. On July 28, 2011, Mr. Sweeney was granted leave to amend the complaint in the
Circuit Court to include the June 15, 2011 administrative decision on remand.

27.  On June 26, 2013, after repeated delays and reduests for extension by the
Department, the Honorable Patrick J. Sherlock ruled the Administrative Law Judge’s finding that
Mr. Sweeney was domiciled in Illinois during 2002 - 2003 was against the manifest weight of the
evidence and clearly erroneous.  Judge Sherlock entered and Order reversing the Department’s
decision. See, Exhibit D, Opinion and Order, dated June 26, 2013.

28.  The Court ruled that Mr. Sweeney had abandoned his Illinois domicile in 2002.
The Circuit Court found “there is no evidence [Mr. Sweeney] maintained any residence in Illinois.
Indeed, the State’s assertions that he resided at the Crosby address was plainly incorrect. Crosby

was not built until 2004 and was never Sweeney’s address during the 2002 and 2003 period.” d.

atp. 21



29. The Court also held that Mr. Sweeney did not reestablish his Illinois residency by
renting the North Crosby address in 2005 — 2006, a period that coincided with the conclusion of
his employment responsibilities. The Court rejected the IDOR’s argument that by leasing the
North Crosby residence it evidenced Mr. Sweeney never intended to abandon his Illinois domicile
in for tax years 2002-2003.

30. Subsequently, in 2013 Mr. Sweeney requested a refund for the taxes paid for tax

years 2005 — 2007, since the Court had ruled he had not been a resident since 2002 and the State

was not entitled to those sums.

31. On November 12, 2015, the IDOR issued a Notice of Claim Denial for the
requested refund of the payments made by Mr. Sweeney for the tax years 2005 —2007. The IDOR
denied Mr. Sweeney’s claim in full because he did not file an amended return within the required
time period. The explanation of adjustments provided by the IDOR stated that i1f Mr. Sweeney
claimed a change decreased his Illinois tax liability and wanted a refund, he had to file an amended
return within three years from the date of the return (including extensions); three years after the
date his original return was filed; or one year after the date his Illinois tax was paid; whichever is
latest.

32. Each of the periods provided in the November 12, 2015 Notice of Claim Denial
lapsed before the time the Circuit Court of Cook County ruled that Mr. Sweeney was not an Illinois

resident and had not reestablished Illinois residency.

COUNT I: BREACH OF CONTRACT

33.  Petitioner incorporates by reference his allegations from the prior and subsequent

paragraphs of this Petition and the allegation of this paragraph.



34.  Rae Ann Weldin, acting within the scope of her employment as an Auditor for the
IDOR, entered into an oral agreement that provided if Mr. Sweeney paid the disputed amount of
tax liability for 2005 — 2007 under the amnesty program, Mr. Sweeney could obtain a refund of
the amounts paid if the Circuit Court ruled Mr. Sweeney was not an Illinois resident in the
Administrative Review proceeding.

3s. Mr. Sweeney complied with the terms of the agreement by paying the disputed tax
liability for 2005 — 2007.

36. The IDOR has breached the agreement by refusing to repay Mr. Sweeney the
amounts he paid.

37.  As a direct and proximate results of the IDOR’s breach of the agreement, Mr.
Sweeney has suffered damages in the amount of $314,911.

WHEREFORE, Petitioner EDMUND SWEENEY hereby requests entry of an Order
finding that he is entitled to a refund in the about of $314,911 from the Illinois Department of

Revenue, plus prejudgment interest, and for such further relief as is deemed equitable and just.

CoUNT 11: EQUITABLE ESTOPPEL

38.  Petitioner incorporates by reference his allegations from the prior and subsequent
paragraphs of this Petition as the allegation of this paragraph.

39.  Rae Ann Weldin and other members of the IDOR misrepresented to Mr. Sweeney
that if he paid the amount allegedly due for the tax periods 2005 — 2007 under the tax amnesty
program, the IDOR would pay back these sums if it was ultimately ruled he was not an Illinois
resident.

40. At the time Ms. Weldin made these statements, she was acting within the scope of

her employment as an employee of the IDOR.



4], At the time Ms. Weldin made these statements, she either knew or should have
known they were not true.

42. At the time these statements were made to Mr. Sweeney and at the time Mr.
Sweeney tendered payment of the amount allegedly due for 2005 — 2007, he did not know or have
reason to know the statements made by Ms. Weldin were false.

43. At the time Ms. Weldin made the statements to Mr. Sweeney, she intended and

reasonably expected Mr. Sweeney would act upon the representations by paying the disputed

amount for 2005 — 2007.

44. Mr. Sweeney relied upon Ms. Weldon’s statements in good faith and paid the
disputed amount of tax liability for 2005 — 2007, which was detrimental to Mr. Sweeny in that it
resulted in pecuniary loss to Mr. Sweeney.

45. Mr. Sweeney has been and will be prejudiced by his reliance on the statement made
by Ms. Weldin if the IDOR is permitted to deny the terms of the agreement reached between Ms.
Weldin and Mr. Sweeney.

WHEREFORE, Petitioner EDMUND SWEENEY hereby requests entry of an Order
finding that he is entitled to a refund in the about of $314,911 from the Illinois Department of

Revenue, plus prejudgment interest, and for such further relief as is deemed equitable and just.

CoOUuNT III: UNJUST ENRICHMENT

46. Petitioner incorporates by reference his allegations from the prior and subsequent
paragraphs of this Petition as the allegation of this paragraph.

47.  The IDOR has been unjustly enriched by Mr. Sweeney’s payment of the disputed
tax liability for 2005 — 2007 because it was ruled as a matter of law that Mr. Sweeney was nof an

Illinois resident beginning in 2002.



48. Mr. Sweeney has been impoverished by the IDOR’s refusal to return the payments
made by Mr. Sweeney for the disputed tax liability for 2005 —2007.

49.  There is a direct and proximate relationship between the IDOR’s unjust enrichment
and Mr. Sweeney’s impoverishment since Mr. Sweeney paid the money to the IDOR and the IDOR
now refuses to refund the money even though it was ruled Mr. Sweeney was not an Illinois resident
beginning in 2002 and did not reestablish his domicile in Illinois in 2005 — 2007.

50.  There is no justification for the IDOR’s refusal to refund the payments made by
Mr. Sweeney for the disputed tax liability for 2005 — 2007 because there has been a judicial
determination Mr. Sweeney was not an Illinois domiciliary beginning in 2002 and that he did not
reestablish his domicile in Ilinois during 2005 —2007.

S1. In the alternative to the allegations of Count I, there is no adequate remedy at law
for Mr. Sweeney to obtain repayment of the disputed tax liability for 2005 —2007.

WHEREFORE, Petitioner EDMUND SWEENEY hereby requests entry of an Order
finding that he is entitled to a refund in the about of $314,911 from the Illinois Department of

Revenue, plus prejudgment interest, and for such further relief as is deemed equitable and just.

Count IV: Fraudulent Inducement

52. Petitioner incorporates by reference his allegations from the prior and subsequent
paragraphs of this Petition as the allegation of this paragraph

53. Rae Ann Weldin and other members of the IDOR misrepresented to Mr. Sweeney
that 1f he paid the amount allegedly due for the tax periods 2005 — 2007, he IDOR would pay back
these sums if it was ultimately ruled that he was not an Illinois resident.

54. At the time Ms. Weldin made these statements, she was acting within the scope of

her employment as an employee of the IDOR



55. At the time Ms. Weldin made these statements, she either knew or should have
known they were not true.

56.  Ms. Weld‘infmade these statements with intent of inducing Mr. Sweeney to pay the
amount of the disputed tax liability for 2005 — 2007.

57. Mr. Sweeney reasonably relied upon the truth of Ms. Weldin’s statements. Mr.
Sweeney was not a tax professional and Ms. Weldin was an Auditor for the IDOR.

58. As a direct and proximate result of Mr. Sweeney relying on the fraudulent

statements of Ms. Weldin, Mr. Sweeney suffered damages by paying Sweeney the amount of

$314,911 to the IDOR.
WHEREFORE, Petitioner EDMUND SWEENEY hereby requests entry of an Order
finding that he is entitled to a refund in the about of $314,911 from the Illinois Department of

Revenue, plus prejudgment interest, and for such further relief as is deemed equitable and just.

Respectfully submitted,

EDMUND J. SWEENEY

Mark N. Senak, one of‘his atforneys

Mark Senak (msenak({@skgsmlaw.com)

Senak Keegan Gleason Smith & Michaud, Ltd.
621 S. Plymouth Court, First Floor

Chicago, IL 60605

312-214-1400(t)

312-214-1401(%)
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Notice of Claim Denial

for Form 1L-1040, Individual Income Tax Return

#BWNKMGV .
H#CNXX XX12 5946 3369%#
EDMUND J. SWEENEY

621 SPLYMOUTH CT STE 100
CHICAGO L. 60605-1820

We have audited your account for the claim for refund filed for the reporting period listed above. The proposed adjustment and

\
$ . STATE OF

¢ Minois

DEPARTMENT OF REVENUE
\ tax.illinois.gov
~

November 12, 2015

ERLEC AR AL AN

Letter ID: CNXXXX1259463369

Taxpayer ID: XXX-XX-3437
Account ID: P13549340
Audit ID: A1131501568

Reporting period: December 2005

net claim allowed are shown on the back page of this notice. Also, attached is the EDA-27-Bl, Explanation of Adjustments,

which details the reason. (35 ILCS 5/909(e}).

if you agree and your account is in balance, no action is required. You will receive a full refund if your account is overpaid and
no other liabilities exist. If your account has a balance due, you wili receive a bill.

If you do not agree, you may contest this notice by following the instructions listed below.

If the amount of tax at issue, exciusive of penalty and interest is more than $15,000, or if you are not claiming an

overpayment of tax but the total penalties and interest are more than $15,000, file a petition with the lllinois

Independent Tax Tribunal within 60 days of this notice. Your petition must be in accordance with the rules of practice and
procedure provided by the Tribunal (35 ILCS 1010/1-1, et seq.). .

* inall other cases that do not fall within the jurisdiction of the lllinois Independent Tax Tribunal, file a protest with
us, the lllinois Department of Revenue within 60 days of this notice. If you file a protest on time, we must reconsider
our denial of claim (35 ILCS 5/910(a)), and if requested, grant you or your authorized representative an administrative
hearing (35 ILCS 5/914). An administrative hearing is a formal legal proceeding conducted pursuant to the rules adopted
by the Department and is presided over by an administrative hearing judge. Submit your protest on Form EAR-14, Format
for Filing a Protest for Income Tax, (available on our website at tax.illinois.gov). If we do not receive your protest within

60 days, this denial will become final. A protest of this notice does not preserve your rights under any other notice.

If you do not protest this notice, the denial of your claim shall become final.

If a balance due is created on a subsequent tax year because of this denial, that amount will be shown on a Notice of

Deficiency.

If you have questions, call us at the telephone number shown below.

Sincerely,

Constance Beard
Director

ILLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

PO BOX 19012

SPRINGFIELD IL 62794-9012

(217) 558-4960

IDR-393-CD (N-04/14)

P-000001



Explanation of Audit Adjustments

income Tax

#BWNKMGV

HCNXX X155 4987 5362#
EDMUND J. SWEENEY

621 S PLYMOUTH CT STE 100
CHICAGO IL 60605-1820

Explanation of adjustments for tax period ending 12/31/2005

We determined your claim has been denied in full because you did not file your amended
return within the required period of time. If your state change decreases your lllinois tax,
and you want a refund, you must file an amended return within three years from the date of
the return (including extensions), three years after the date your original return was filed, or
one year after the date your lllinois tax was paid; whichever is latest.

[ITA Section 911(a)(1)(2)]

EDA-27-BI (R-06/14)

\
§

. I N STATE OF
N i

nois

DEPARTMENT OF REVENUE
\ tax.illinois.gov
- N

November 12, 2015

IVERUR TR RO

Letter ID: CNXXX15549875362

Taxpayer ID: XXX-XX-3437
Account ID: P13549340
Audit ID: A1131501568

Reporting period: December 2005

Income change Tax impact

P-000002



Statement

Date: November 12, 2015

Letter ID: CNXXXX1259463369
Name: EDMUND SWEENEY
Taxpayer 1D: XXX-XX-3437
Account ID: P13549340

Audit ID: A1131501568

Reporting period: December 2005

Computation of claim denial

Reporting period ending: 12/31/2005
Claim receive date: 12/31/2013
Amount of original claim: $8,075.00
Amount of proposed adjustment: ($8,075.00)
Net claim allowed: $0.00

Bankruptcy Information

If you are currently under the protection of the Federal Bankruptcy Court, contact us and provide the bankruptcy number and the bankruptcy
court. The bankruptcy automatic stay does not change the fact you are required to file tax returns.

Taxpayer Bill of Rights
» You have the right to call the Department of Revenue for help in resolving tax problems.
* You have the right to privacy and confidentiality under most tax laws.
* You have the right to respond, within specified time periods, to Department notices by asking questions, paying the amount due, or
providing proof to refute the Department's findings.

* You have the right to appeal Department decisions, in many instances, within specified time periods, by asking for Department review,
by filing a petition with the lllinois Independent Tax Tribunal, or by filing a complaint in circuit court.

= If you have overpaid your taxes, you have the right, within specified time periods, to file for a credit (or, in some cases, a refund) of that
overpayment.

The full text of the Taxpayers' Bill of Rights is contained in the Hllinois Compiled Statutes, 20 ILCS 2520/1 et seq.

IDR-393-CD (N-04/14)
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L - - \ .
Jotice of Claim Denial ¥ . STATEOF
>r Form 1L-1040, Individual Income Tax Return \ I I I I n 0 lS

DEPARTMENT OF REVENUE
\‘ tax.illinois.gov
“~

November 12, 2015

KON X211 3768 72X6 AR

EDMUND J. SWEENEY Letter ID: CNXXX211376872X4

621 S PLYMOUTH CT STE 100 .

CHICAGO IL 60605-1820 Taxpayer iD: XXX-XX-3437
Account ID: ‘ P13543340
Audit ID: A1131501568

Reporting period: December 2006

Ve have audited your account for the claim for refund filed for the reporting period listed above. The proposed adjustment and
et claim allowed are shown on the back page of this notice. Also, attached is the EDA-27-Bl, Explanation of Adjustments,
vhich details the reason. (35 ILCS 5/909(e)).

f you agree and your account is in balance, no action is required. You will receive a full refund if your account is overpaid and
10 other liabilities exist. If your account has a balance due, you will receive a bill.

f you do not agree, you may contest this notice by following the instructions listed below.

* If the amount of tax at issue, exclusive of penalty and interest is more than $15,000, or if you are not claiming an
overpayment of tax but the total penalties and interest are more than $15,000, file a petition with the lllinois
Independent Tax Tribunal within 60 days of this notice. Your petition must be in accordance with the rules of practice and
procedure provided by the Tribunal (35 ILCS 1010/1-1, ef seq.).

¢ In all other cases that do not fall within the jurisdiction of the lllinois Independent Tax Tribunal, file a protest with
us, the lllinois Department of Revenue within 60 days of this notice. If you file a protest on time, we must reconsider
our denial of claim (35 ILCS 5/910(a)), and if requested, grant you or your authorized representative an administrative
hearing (35 ILCS 5/914). An administrative hearing is a formal legal proceeding conducted pursuant to the rules adopted
by the Department and is presided over by an administrative hearing judge. Submit your protest on Form EAR-14, Format
for Filing a Protest for Income Tax, (available on our website at tax.illinois.gov). If we do not receive your protest within
60 days, this denial will become final. A protest of this notice does not preserve your rights under any other notice.

f you do not protest this notice, the denial of your claim shall become final.

f a balance due is created on a subsequent tax year because of this denial, that amount will be shown on a Notice of
Deficiency.

f you have questions, call us at the telephone number shown below.

Sincerely,

—onstance Beard
Director

LLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

20 BOX 19012

SPRINGFIELD IL 62794-9012

217) 558-4960

IDR-393-CD (N-04{14)

P-000003



Explanation of Audit Adjustments Sy swiEor

Income Tax & I”IﬂOlS

DEPARTMENT OF REVENUE
\ tax.illinois.gov
~

November 12, 2015

oA X102 7971 B AT AR A

EDMUND J. SWEENEY Letter ID: CNXXX19279718X83

621 S PLYMOUTH CT STE 100 )

CHICAGO IL 60605-1820 Taxpayer ID: XXX-XX-3437
Account ID: P13549340
Audit ID: A1131501568

Reporting period: December 2006

Explaﬁation of adjustments for tax period ending 12/31/2006 Income change Tax impact

We determined your claim has been denied in full because you did not file your amended
return within the required period of time. If your state change decreases your llinois tax,
and you want a refund, you must file an amended return within three years from the date of
the return (including extensions), three years after the date your original return was filed, or
one year after the date your lllinois tax was paid; whichever is latest.

[HTA Section 911(a)(1)(2)}

EDA-27-Bl (R-06/14)

P-000004



Statement

Date: November 12, 2015

Letter ID: CNXXX211376872X4
Name: EDMUND SWEENEY
Taxpayer ID: XXX-XX-3437
Account [D: P13549340

Audit |ID: A1131501568

Reporting period: December 2006

.omputation of claim denial

Reporting period ending: 12/31/2006
Claim receive date: 12/31/2013
Amount of original claim: $111,186.00
Amount of proposed adjustment: ($111,186.00)
Net claim allowed: : $0.00

Bankruptcy Information

f you are currently under the protection of the Federal Bankruptcy Court, contact us and provide the bankruptcy number and the bankruptcy
:ourt. The bankruptcy automatic stay does not change the fact you are required to file tax returns.

Taxpayer Bill of Rights
You have the right to call the Department of Revenue for help in resolving tax problems.
You have the right to privacy and confidentiality under most tax laws.

You have the right to respond, within specified time periods, to Department notices by asking questions, paying the amount due, or
providing proof to refute the Department's findings.

You have the right to appeal Department decisions, in many instances, within specified time periods, by asking for Department review,
by filing a petition with the lllinois Independent Tax Tribunal, or by filing a complaint in circuit court.

If you have overpaid your taxes, you have the right, within specified time periods, to file for a credit (or, in some cases, a refund) of that
overpayment.

The full text of the Taxpayers' Bill of Rights is contained in the lllinois Compiled Statutes, 20 ILCS 2520/1 et seq.

DR-393-CD (N-04/14)
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Notice of Claim Denial

for Form IL-1040, Individual Income Tax Return

#BWNKMGV

HCNXX X1X4 7636 7528#
EDMUND J. SWEENEY

621 S PLYMOUTH CT STE 100
CHICAGO IL 60605-1820

We have audited your accohnt for the claim for refund filed for the reporting period listed above. The proposed adjustment and

\
f I . STATEOF

¢ Hlinois

DEPARTMENT OF REVENUE
\\ tax.illinois.gov
-

November 12, 2015

(N ER LR A A

Letter ID: CNXXX1X476367528

Taxpayer ID: XXX-XX-3437
Account ID: P13549340
Audit ID: A1131501568

Reporting period: December 2007

net claim allowed are shown on the back page of this notice. Also, attached is the EDA-27-BI, Explanation of Adjustments,

which details the reason. (35 ILCS 5/909(e)).

If you agree and your account is in balance, no action is required. You will receive a full refund if your account is overpaid and
no other liabilities exist. If your account has a balance due, you will receive a bill.

If you do not agree, you may contest this notice by following the instructions listed below.

If the amount of tax at issue, exclusive of penalty and interest is more than $15,000, or if you are not claiming an

overpayment of tax but the total penalties and interest are more than $15,000, file a petition with the lllinois

Independent Tax Tribunal within 60 days of this notice. Your petition must be in accordance with the rules of practice anc
procedure provided by the Tribunal (35 ILCS 1010/1-1, et seq.).

In all other cases that do not fall within the jurisdiction of the lllinois Independent Tax Tribunal, file a protest with
us, the lilinois Department of Revenue within 60 days of this notice. If you file a protest on time, we must reconsider

our denial of claim (35 ILCS 5/910(a)), and if requested, grant you or your authorized representative an administrative

hearing (35 ILCS 5/914). An administrative hearing is a formal legal proceeding conducted pursuant to the rules adopted
by the Department and is presided over by an administrative hearing judge. Submit your protest on Form EAR-14, Forma
for Filing a Protest for Income Tax, (available on our website at tax.illinois.gov). If we do not receive your protest within

60 days, this denial will become final. A protest of this notice does not preserve your rights under any other notice.

If you do not protest this notice, the denial of your claim shall become final.

If a balance due is created on a subsequent tax year because of this denial, that amount wili be shown on a Notice of

Deficiency.

If you have questions, call us at the telephone number shown below.

Sincerely,

Constance Beard
Director

ILLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

PO BOX 19012

SPRINGFIELD IL 62794-9012

(217) 558-4960

IDR-393-CD (N-04/14)

P-00000S



Explanation of Audit Adjustments C g, swieor

Income Tax K | I”IﬂOlS

DEPARTMENT OF REVENUE
\ tax.illinois.gov
~

November 12, 2015

FONXX X119 9686 16X08 (VAR AU A RS
EDMUND J. SWEENEY ) Letter ID: CNXXX119968816X0
Audit ID: A1131501568

Reporting period: December 2007

Explanation of adjustments for tax period ending 12/31/2007 Income change Tax impact

We determined your claim has been denied in full because you did not file your amended
return within the required period of time. If your state change decreases your lllinois tax,
and you want a refund, you must file an amended return within three years from the date of
the return (including extensions), three years after the date your original return was filed, or
one year after the date your lllinois tax was paid; whichever is latest.

[HTA Section 911(a)(1)(2)}

EDA-27-BI (R-06/14)

P-000006



Statement

Date: November 12, 2015

Letter ID: CNXXX1X476367528
Name: EDMUND SWEENEY
Taxpayer ID: XXX-XX-3437
Account ID: P13549340

Audit ID: A1131501568

Reporting period: December 2007

Computation of claim denial

Reporting period ending: 12/31/2007
Claim receive date: 12/31/2013
Amount of original claim: $185,660.00
Amount of proposed adjustment: ($185,660.00)
Net claim allowed: $0.00

Bankruptcy Information

If you are currently under the protection of the Federal Bankruptcy Court, contact us and provide the bankruptcy number and the bankruptcy
court. The bankruptcy automatic stay does not change the fact you are required to file tax returns.

Taxpayer Bill of Rights
You have the right to call the Department of Revenue for help in resolving tax problems.
You have the right to privacy and confidentiality under most tax laws.
You have the right to respond, within specified time periods, to Department notices by asking questions, paying the amount due, or
providing proof to refute the Department’s findings.
You have the right to appeal Department decisions, in many instances, within specified time periods, by asking for Department review,
by filing a petition with the lllinois tndependent Tax Tribunal, or by filing a complaint in circuit court.

If you have overpaid your taxes, you have the right, within specified time periods, to file for a credit (or, in some cases, a refund) of tha
overpayment.

The full text of the Taxpayers' Bill of Rights is contained in the llinois Compiled Statutes, 20 ILCS 2520/1 et seq.
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, LAW DIVISION
TAX AND MISCELLANEOUS REMEDIES SECTION

EDMUND J. SWEENEY, )
)

Plaintiff, )

)

v. ) Case No. 10 L 050524

)

STATE OF ILLINOIS, DEPARTMENT OF )
REVENUE, an administrative agency in the ).
State of Illinois, and BRIAN HAMER, in his )
Official Capacity as Director of the Illinois )
Department of Revenue, )

. ) '
Defendants. )
OPINION AND ORDER

The present matte’r is before the Court on Plaintiff Edmund Sweeney’s (“Plaintiff” and
“Sweeney”) Complaint for Administrative Review. The issue before the Court is whether
Plaintiff was an Illinois resident in 2002 and 2003 for state income tax purposes.

- BACKGROUND

It is undisputed that Plaintiff was a domiciliary of Illinois in 2001. Plaintiff was |
employed as a Managing Director by Stafford Trading, a Chicago based corporation, until it was
sold in 2002. Plaintiff was also a shareholder of Ragnarok Systems, Inc. (“Ragnarok™), a
technology company he co-founded with several colleagues from Stafford Trading.

Plaintiff testified that he first moved to Florida in late 2001. Plaintiff testified that he
resided at his parents” house located at 746 S. Orlando Avenue, #608, Cocoa Beach, Florida
32931 (“Cocoa Beach address™) from approximately December of 2001 until he signed a lease

with three other people from Stafford Trading in Miami Beach in June of 2002. (R. at 172).



On February 28, 2002, Toronto-Dominion Bank (“TD Bank™) purchased certain
components of Stafford Trading and the technology assets of Ragnarok. At the time of the sale,

Plaintiff’s employment with Stafford Trading ended and he surrendered his 1 million shares of

Ragnarok.

After the sale of Stafford Trading, Plaintiff began working as a Managing Director for
TD Options, LLC (“TD Options™), the new entity formed by TD Bank to operate the businesses
acquired from Stafford Trading. TD Options was a broker/dealer of securities formed as a
Delaware limited liability company with offices in London, New quk, Philadelphia, Chicago
and San Francisco. Plaintiff was listed as a “Member” on the Amended and Restated Limited
Liability Company Agreement of TD Options, LLC. (Taxpayer Ex. 2). Plaintiff worked in TD
Options’ llinois office in 2002 and 2003. As per the TD Options LLC Agreement, Plaintiff
acquired Class B units in the company, which entitled him to an additional $12 million in profit-
sharing payments if the company achieved certain revenue thresholds during an “earn-out
period,” which lasted from 2002-2006. For Plaintiff to qualify for the profit distributions, he had
to remain employed by the company and abide by certain obligations. Assuming he did so, he
was eligible to receive periodic profit distributions until the end of the earn-out period in 2006, at
which time his units in the company would expire and he would not be entitled to any further
profits of the company.

Plaintiff’s duties at TD 