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M I K E  K L E M E N S  

History of State/Local Revenue 
Sharing in Illinois 



I l l inois  col lects  at  lot  of  money for  local  
governments.   

In FY 2009  

• $30 bi l l ion —  state and local  tax col lect ions by 
IDOR   

• $5 bi l l ion —  state revenues "shared" with 
locals    

• $3 bi l l ion —  local ly  imposed taxes 
administered for  locals    

 

Taxes Collected For Local 
Governments 



1 9 3 2  I l l i n o i s  a b a n d o n s  t h e  s tate  p ro p e r t y  tax  a n d  re p l a c e s  i t  
w i t h  a  s a l e s  tax .    

1 9 6 9  I l l i n o i s  i m p o s e s  a n  i n c o m e  tax ,  a n d  s h a re s  i t  w i t h  
l o c a l s .    

1 9 6 9  I l l i n o i s  a b o l i s h e s  t h e  p e rs o n a l  p ro p e r t y  tax  o n  
i n d i v i d u a l s .    

1 9 7 9  I l l inois  abol ishes  the personal  property tax  on 
businesses,  and replaces  i t  with  an income tax  surcharge 
and tax  on ut i l i t ies  that  i t  d istr ibutes to  locals .    

1 9 9 0  S a l e s  tax  re fo r m  

Milestones in State/Local Revenue 
Sharing 



Income Tax Rates 

Date Individual Corporate 

8/1/69 2.5% 
4.0%   

 

1/1/83 3.0% 4.8% 

7/1/84 2.5% 4.0% 

7/1/89 3.0% 4.8% 

1/1/11 5.0% 7.0% 



I ncom e tax  i s  co l l ec ted  and  af ter  m oney  i s  s et  as i de  for  
ref unds ,  a  s hare  i s  s et  as i de  for  d i st r i but i on  to  
m uni c i pa l i t i es  and  count i es ,  bas ed  on  popul at i on.   

• 8 / 1 / 6 9  -  6 / 3 0 / 9 4   1 / 1 2 th    

• 7 / 1 / 9 4  -  6 / 3 0 / 9 5   1 / 1 1 th    

• 7 / 1 / 9 5  -  1 2 / 3 1 / 1 0   1 / 1 0 th    
• 1 / 1 / 1 1    6 . 0  perc ent  i nd i v i dua l ;    

  6 . 8 6  perc ent  bus iness    

F rom  7 / 1 / 8 9  unt i l  6 / 3 0 / 9 6 ,  l oca l s  a l s o  rec e i ved  m oney  
f rom  the  1 9 8 9  tax  rate  i nc reas e ,  throug h  the  i ncom e tax  
l oca l  gover nm ent  d i st r i but i ve  f und.  

Income Tax Distributions 



• Flat rate   

• 8/5 ratio   

• Inflated by underfunding the refund 
fund   

• Number one consumer of special 
censuses 

Income Tax Issues   



Property tax originally included   

• Real property - land and buildings   

• Personal property - wagon, chicken, 
cow (today car, boat, big screen TV)   

Personal Property 
Replacement Tax 



• Individuals -  part of the deal to pass 
the income tax in 1969   

• Businesses - constitution of 1970 
required abolition by 1979 and its 
replacement 

Abolition of  
Personal Property Tax 



• Surcharge on income tax paid by 
business   

• Tax on utilities (originally on their 
invested capital)   

 

Replacement Tax   



We collect, set aside money for refunds, 
and distribute eight times per year.   
• 51.65 percent to local  governments in cook 

county,  based on each's share of  personal 
property tax collections in 1976.   

• 48.35 percent to governments outside Cook, 
based on each's share of  personal property 
tax collections in 1977.  

Personal Property Replacement 
Tax Administration 



•Meaning of replacement  

• Pushes up state rate 

• Different definitions in different 
counties 

•World has changed in 36 years  

Replacement Tax Issues 



No sales tax –  actually a  

• Retailer ’s occupation tax  

• Service occupation tax  

• Service use tax 

•Use tax 

Sales Tax 



• 1933 –  2 percent 

• 1935 –  3 percent 

• 1969 –  4 percent 

• 1984 –  5 percent 

• 1990 –  6.25 percent 
 

State Sales Tax Rate 



1 9 5 5  M u n i c i p a l i t i e s  

1 9 5 9   C o u n t i e s  

1 9 7 9   RTA  

1 9 8 0   M e t ro  Ea s t  

1 9 8 6   D u Pa ge  Wate r  
C o m m i s s i o n  

1 9 8 6  C o u n t y  S u p p l e m e n ta r y  

1 9 9 0  S a l e s  Tax  Re fo r m  

1 9 9 0  H o m e  R u l e   

1 9 9 4  N o n - h o m e  R u l e  

1 9 9 8  C o u n t y  P u b l i c  S a fe t y  

2 0 0 1  M e t ro  Ea s t  Pa r k  A n d  
Re c re at i o n  

2 0 0 5   B u s i n e s s  D i s t r i c t s  

2 0 0 8  C o u n t y  S c h o o l  Fa c i l i t y  

2 0 0 9  C o u n t y  F l o o d  P re ve n t i o n  

Local Sales Taxes 



• State share –  no rate or base change since 1984  
• Local  share –  many increases  
• Sourcing 
• Services outside base –  not a panacea 
• Gotten very complex  
• With business districts –  administer by street 

address  
• Remote sales –  Internet sales  

Sales Tax Issues 



Sales tax reform meant there was a local 
component to the use tax .  

Use Tax 



State and local sales tax reform fund  

• Gets the 1.25 percent of the 6.25 
percent use tax 

• And the 1 percent tax on food and 
medicines 

Use Tax Administration 



• 20 percent  Chicago 

• 10 percent  RTA 

• 0.6 percent  metro east public  
 transportation 

• $37.8 mil l ion Build I l l inois  

• Balance to municipalit ies and 
 counties based on population  

Use Tax Distribution 



• Cannot administer for individuals  
 
• Need for federal legislation  

Use Tax Issues 



1) Taxes are old 
• Sales  tax  back  to  1932  
• Replacement  tax  back  to  1976  

2) Very diffuse 
• Lots  of  loca l  author i ty  

3) Tax Climate 
• Varies  by  community  
• Varies  even within  a  reg ion  

Conclusion 


