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The structure and duration of sales tax rebate agreements greatly influence the level of 

public funds local governments use to attract and retain businesses and developments. 

CMAP’s analysis of the Illinois Department of Revenue (IDOR) sales tax agreement 

database reveals the existence of 343 active sales tax rebate agreements in more than 

130 local governments in the seven-county region.

This Tax Policy Update summarizes CMAP’s analysis of sales tax rebates in metropolitan 

Chicago, including the structure of agreements, types of businesses receiving the rebates, 

and amount of sales taxes being rebated, using information downloaded from the IDOR 

database in November 2013. The IDOR database was developed following the August 

2012 passage of Public Act 97-0976, which, as described in a previous Policy Update, 

requires municipalities to report information on their existing sales tax agreements. 

The analysis in this Policy Update builds on CMAP’s July 2013 report Examination of 

Local Economic Development Incentives in Northeastern Illinois, which highlighted 

the prevalence of sales tax rebate agreements among local governments. 
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http://www.ilga.gov/legislation/publicacts/fulltext.asp?Name=097-0976
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CMAP finds that local governments could rebate $433.0 million to businesses and 

developers through these agreements if the agreements’ maximums are met. Thirteen 

communities currently have agreements with maximum rebates of more than $10 

million over their duration, which means each local government has obligated itself 

to pay a businesses or developers up to that amount. Nearly a third of the sales tax 

rebate agreements in the region are with vehicle dealerships, and almost half are 

related to retail categories (large retailers, shopping centers, gas stations, and grocery 

and drug stores).

The 343 sales tax rebates in this analysis (out of 575 total records in the database) are 

between local governments and businesses or developers and use state sales tax, home 

rule sales tax, and/or non-home rule sales tax revenues. As shown in the following 

map, 133 local governments (132 municipalities and one county) across northeastern 

Illinois have active sales tax rebate agreements.
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Sources: Chicago Metropolitan Agency for Planning analysis of Illinois Department of Revenue data, November 2013.
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Types of Businesses Receiving Sales Tax Rebates
CMAP’s analysis classifies the agreements into business and development categories 

because the IDOR database does not provide that information. Businesses receiving 

rebates range from retail and vehicle dealerships to sales and distribution offices, 

including offices and warehouses that have sales sourced to their locations. While 

nearly a third of the active sales tax rebate agreements in the region are for vehicle 

dealerships, almost half are for retail categories, including grocery and drug stores, gas 

stations, other large retailers, and shopping centers. The following chart summarizes 

the types of businesses and developments that have sales tax rebate agreements with 

local governments in the region. 
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Structure of Current Sales Tax Rebate Agreements
Due to vague reporting requirements, the IDOR database does not provide 

comprehensive details about the specific structure of sales tax rebate agreements—the 

state statute simply requires information on the process for determining the amount of 

sales tax rebated. Sales tax rebates are typically structured to rebate a set proportion of 

sales tax revenues for a period of years or until a certain maximum rebate is met. Some 

agreements specify that the retailer must meet a certain sales threshold before the local 

government will rebate the sales taxes. In some cases, both state and local sales tax 

revenue is rebated, while other agreements rebate just one or the other. Rebating only 

state sales tax revenue was the most common structure (131 agreements). Thirty-one 

agreements also include home rule or non-home rule sales tax revenue rebates either 

instead or in addition to the state sales tax revenue rebate. However, 182 agreements did 

not specify what type of tax was rebated, which makes it difficult to draw conclusions. 

Most of the agreements (298) in the database provide the proportion of sales tax 

revenues rebated, which range between 10 percent and 100 percent with a median of 

50 percent of revenue. However, this information does not always provide a complete 

picture of the magnitude of the rebate because many agreements (125) also have sales 

thresholds, which means the rebate does not begin until the local government has 

received a specified amount of revenue. 

Of the agreements analyzed, 198 either have a maximum rebate amount listed in the 

database or, in some cases, the maximum was known to CMAP through past research 

on sales tax rebates. This does not mean that the business or developer will receive the 

full amount, but it indicates a local government’s commitment to provide the funds if 

sales at the business or development reach a certain threshold. A total of $433.0 million 

could be rebated to businesses and developers if the agreements’ maximums are met. 

This total does not include funds to be rebated in agreements where no maximums 

are indicated. The total amount of sales tax revenues that could be rebated by local 

governments in the region would, therefore exceed $433.0 million. The following chart 

summarizes the distribution of maximum rebates among the 198 agreements where 

the maximum was known.
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The vast majority of rebates have an expiration date, and ten years is the most common 

agreement length. Eight agreements list end dates that range from 80-8,000 years from 

initiation. Several of the more long-term agreements have no maximum rebate listed, 

which may result in significant outlays from the local government if the agreement 

is infinite in both revenue and years. A caveat is that many of these agreements may 

be extensions of previous agreements, meaning that the actual number of years the 

local government will be providing sales tax rebates to the business may be longer 

than indicated in the IDOR database. The following chart provides a summary of the 

expiration dates for agreements in the database, including the number of agreements 

where no maximum rebate was listed. 
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Many communities in the region have committed significant funds toward sales 

tax rebates. The following map displays the level of financial commitment made by 

communities throughout the region through their sales tax rebate agreements.
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CMAP’s analysis finds that many communities in the region have committed 

significant funds toward sales tax rebates. In northeastern Illinois, 13 communities 

currently have maximum rebates of more than $10 million each. In other communities, 

the sales tax rebate agreements currently in place will last for more than 20 years with 

no maximum rebate. In our next Tax Policy Update, CMAP will outline principles 

to guide tax policy reforms that would improve the overall economic well-being of 

the region.

9



Chicago Metropolitan Agency for Planning 10

Visit the online version at cmap.is/2TNVdXg312-454-0400
info@cmap.illinois.gov
www.cmap.illinois.gov

https://cmap.is/2TNVdXg

