Ch|CagO MetrOpOhtan 433 West Van Buren Street

. Suite 450

Agency for Planning Chicago, IL 60607
312-454-0400

REGIONAL ECONOMY COMMITTEE cmap.llinois.gov

AGENDA - FINAL

Thursday, June 26, 2025
9:30 AM

Cook County Conference Room
433 West Van Buren Street, Suite 450
Chicago, IL 60607

Members of the public who attend in-person can pre-register for a visitor's pass at info@cmap.illinois.gov
until June 25, 2025 at 4:00 p.m. or should plan to arrive early to check-in with the building's information
desk for access.

You can also join from your computer, tablet or smartphone.
https://us06web.zoom.us/j/87118651561?pwd=seirXTicpojtwuMdsUcCIEDRTaAxNI.1

Conference Call number: 312 626 6799 US (Chicago)
Meeting ID: 871 1865 1561 Passcode: 117691

CMAP provides the opportunity for public comment. Individuals are encouraged to submit comment by
email to info@cmap.illinois.gov at least 24 hours before the meeting. A record of all written public
comments will be maintained and made publicly available.

The total cumulative time for public comment is limited to 15 minutes, unless determined otherwise by the
Chair. Public comment is limited to three minutes per person unless the Chair designates a longer or
shorter time period. Public comments will be invited in this order: Comments from in person attendees
submitted ahead of time; comments from in-person attendees not previously submitted; comments from
virtual attendees submitted ahead of time; and comments from virtual attendees not previously
submitted.

To review CMAP's public participation policy, please visit https://www.cmap.illinois.gov/committees.
If you require a reasonable accommodation or language interpretation services to attend or join the

meeting, please contact CMAP at least five days before the meeting by email (info@cmap.illinois.gov) or
phone (312-454-0400).
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Regional Economy Committee Agenda - Final June 26, 2025

1.0

2.0

2.01

2.02

3.0

3.01

4.0

4.01

4.02

4.03

4.04

Call to order and introductions
Agenda changes and announcements
Requests for agenda changes

CMAP Updates

Approval of minutes

Minutes from September 19, 2024 25-224
PURPOSE & ACTION: Review and approval of meeting minutes.
ACTION REQUESTED: Approval

Attachments: Draft September 19, 2024 minutes

New Business

Fiscal Year 2026 Meeting Schedule 25-220
PURPOSE & ACTION: CMAP staff will present a proposed meeting schedule for the new fiscal year.
ACTION REQUESTED: Discussion and Approval

Attachments: FY2026 Meeting Schedule Memo

Modernizing Sales Tax: A pathway for a sustainable future 25-221

PURPOSE & ACTION: CMAP staff will provide an overview of Modernizing Sales Tax: A pathway for a
sustainable future.

ACTION REQUESTED: Discussion

Attachments: Modernizing Sales Tax: A pathway for a sustainable future

Northeastern lllinois Development Database 25-222

PURPOSE & ACTION: Staff will provide an overview of the history, development, and usage of the
Northeastern lllinois Development Database (NDD). Staff will also give a demonstration of the online
NDD mapping tool.

ACTION REQUESTED: Discussion

Attachments: Northeastern lllinois Development Database Memo

Legislative Updates 25-223

PURPOSE & ACTION: CMAP staff will provide an update on relevant bills filed with the Illinois General
Assembly.

ACTION REQUESTED: Information

Attachments: Legislative Update Memo
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5.0 Committee Member Updates
6.0 Other Business

7.0 Public Comment

This is an opportunity for comments from members of the audience.

8.0 Next Meeting

The next meeting will be a fully virtual workshop scheduled for Thursday, September 25, 2025 at 9:30
a.m.

9.0 Adjournment
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Ch|CagO MetrOpOhtan 433 West Van Buren Street

3 Suite 450

Agency for Planning Chicago, IL 60607
312-454-0400

REGIONAL ECONOMY COMMITTEE cmap.illinois.gov

MEETING MINUTES - DRAFT

Thursday, September 19, 2024
9:30 AM

Cook County Conference Room
433 West Van Buren Street, Suite 450
Chicago, IL 60607

Members of the public who attend in-person can pre-register for a visitor's pass at info@cmap.illinois.gov
until September 18, 2024 at 4:00 p.m. or should plan to arrive early to check-in with the building's
information desk for access.

You can also join from your computer, tablet or smartphone.
https://us06web.zoom.us/j/86025572884?pwd=09GTZH7g46UUGjJPH8zPnpa3OyEHIF.1

CMAP provides the opportunity for public comment. Individuals are encouraged to submit comment by
email to info@cmap.illinois.gov at least 24 hours before the meeting. A record of all written public
comments will be maintained and made publicly available.

The total cumulative time for public comment is limited to 15 minutes, unless determined otherwise by
the Chair. Public comment is limited to three minutes per person unless the Chair designates a longer or
shorter time period. Public comments will be invited in this order: Comments from in person attendees
submitted ahead of time; comments from in-person attendees not previously submitted; comments from
virtual attendees submitted ahead of time; and comments from virtual attendees not previously
submitted.

To review CMAP's public participation policy, please visit https://www.cmap.illinois.gov/committees.
If you require a reasonable accommodation or language interpretation services to attend or join the

meeting, please contact CMAP at least five days before the meeting by email (info@cmap.illinois.gov) or
phone (312-454-0400).
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Regional Economy Committee Meeting Minutes - Draft September 19, 2024

1.0

2.0

2.01

Call to Order and Introductions

Vice-Chair Kim Porter called the meeting to order at 9:44 a.m. and reminded the audience that the
meeting is being recorded and provided virtual meeting logistical announcements for the Zoom
platform.

Principal Planner Tony Manno called the roll.

Present: Kim Porter, Caitlin Ritter, Dionne Baux, Joan Fox, Kendra Freeman, Kristi DeLaurentiis,
Marisa Lewis, Shannon McGhee, Tiffany McDowell, Michael Horsting, Tara Orbon, and
Traci Sanders

Absent: Bob Tucker, Adam Ballard, Darnell Shields, Kevin Kramer, Peter Creticos, and Josh
Potter

Staff Present: Aimee Lee, Blanca Vela-Schneider, Craig Heither, Elizabeth Ginsberg, Enrique Castillo,
Isaura Velez, Karly Cazzato, Katie Reigstad, Laura Wilkison, Matt Marth, Mike Sobczak, Teri Dixon,
Tony Manno, Alexis McAdams, Carlos Lopez, George Rivera, and Jennie Vana,

Others Present: Jeffrey K. Yoshihara, Leslie Rauer (SSMMA), and P. Burke
Agenda Changes and Announcements

No requests for changes to the agenda were made.

CMAP Updates

Michael Brown, Interim Deputy of Planning, provided an update on the new set of community data
snapshots. The data snapshots summary includes demographics, housing, employment,
transportation habits and other key details for the regions 284 municipalities, 77 Chicago community
areas and 7 counties. Interim Deputy Brown noted that this year’s update includes new data on
people with disabilities, land use and employment characteristics.

Interim Deputy Brown gave an update on the Senate Transportation Committee hearings on Transit
Reform. He highlighted that Speaker Welsh announced the formation of a working group focused on
public transit and that CMAP will provide the group with resources from the Plan of Action for
Regional Transit (PART).

Interim Deputy Brown reported the household travel survey, also known as My Daily Travel, will begin
in the fall. The survey helps CMAP understand how local roads, highways, public transit, bike lands,
and sidewalks are being used and how they can be improved to make travel better. It was noted the
survey is by invitation only and the expectation is that 4,000 households will respond. In preparation
of the survey’s launch, CMAP has collaborated with municipalities, partners and counties to validate
efforts. The survey will run through Spring 2025.

An update on CMAP partnering with the lllinois Department of Transportation (IDOT) and the Chicago
Transit Authority (CTA) to improve the 1-290 Blue Line Corridor was shared. The CMAP Board
approved a contract for a consultant to establish the day-to-day operations of a corridor
development office that would improve coordination, long term planning and implementation. The
partnership of IDOT, CTA and CMAP outlines a unified vision and guiding principles to improve
mobility and enhance safety and accessibility. Interim Deputy Brown noted that IDOT is contributing
to $6.25 million; CTA contributing $3.5 million, and CMAP contributing $1.25 million to provide
strategic support towards program visioning, coordinating and sequencing projects, developing
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3.0
3.01

4.0
4.01

4.02

funding plans, supporting coordination with federal partners and strategic communication.

Interim Deputy Brown announced that the next call for transportation projects will be open on
October 21, 2024. Noting that CMAP facilitates four federal funding programs to distribute funds for
eligible projects application, they include the Carbon Reduction Program; The Congestion, Mitigation
and Air Quality Improvement Program; The Surface Transportation Program Shared Fund; and The
Transportation Alternatives Program

Approval of Minutes

Regional Economy Committee Draft Minutes from April 25, 2024 24-397

Attachments: Draft April 25, 2024 minutes

The members identified minor scrivener errors to the attendance of the April 25, 2024 meeting.

(Member Dionne Baux arrived 9:52 am)

A motion was made by Marisa Lewis, seconded by Shannon McGhee, to approve the April 25, 2024,

meeting minutes as revised. The motion carried by the following vote:

Aye: Kim Porter, Caitlin Ritter, Dionne Baux, Joan Fox, Kendra Freeman, Kristi DelLaurentiis,
Marisa Lewis, Shannon McGhee, Tiffany McDowell, Michael Horsting, Tara Orbon, and
Traci Sanders

Absent: Bob Tucker, Adam Ballard, Darnell Shields, Kevin Kramer, Peter Creticos, and Josh
Potter

New Business

Update to Committee Bylaws 24-391

Attachments: Bylaw proposed amendments

Bylaws memo Sept 2024
An update to the Committee Bylaws was presented by Tony Manno, Principal of Planning, noting the
proposed amendments would achieve efficiency and flexibility and transparency goals. The
amendments include modifying members to an agency-based membership and the establishment of
formal meetings and informal workshops

A motion was made by Kendra Freeman, seconded by Caitlin Ritter, that the agenda item be approved.

The motion carried by the following vote:

Aye: Kim Porter, Caitlin Ritter, Dionne Baux, Joan Fox, Kendra Freeman, Kristi DelLaurentiis,
Marisa Lewis, Shannon McGhee, Tiffany McDowell, Michael Horsting, Tara Orbon, and
Traci Sanders

Absent: Bob Tucker, Adam Ballard, Darnell Shields, Kevin Kramer, Peter Creticos, and Josh
Potter
Fiscal year 2025 Meeting Schedule 24-392

Attachments: FY2025 REC Meeting Dates Memo

Tony Manno, Principal of Planning, reported the next three proposed dates are for workshops. The
workshops are scheduled for November 14, 2024, January 23, 2025, and April 24, 2025. The next
formal meeting scheduled for in person quorum requirement is May 22, 2025. Principal Manno
sought feedback from the committee.

The committee asked how the format of the workshop would differ from a meeting. Principal Manno
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4.03

4.04

stated workshops will still be open to the public and a quorum would not be needed as there will be
no items to approve.

A motion was made by Tiffany McDowell, seconded by Traci Sanders, that the agenda item be

approved. The motion carried by the following vote:

Aye: Kim Porter, Caitlin Ritter, Dionne Baux, Joan Fox, Kendra Freeman, Kristi DeLaurentiis,
Marisa Lewis, Shannon McGhee, Tiffany McDowell, Michael Horsting, Tara Orbon, and
Traci Sanders

Absent: Bob Tucker, Adam Ballard, Darnell Shields, Kevin Kramer, Peter Creticos, and Josh
Potter
Regional Transportation Plan 24-399

Attachments: Plan inventory for the 2026 Regional Transportation Plan

Julie Reschke, Policy Analyst, provided an update on the Regional Transportation Plan (RTP). The RTP
was previously embedded in the ON TO 2050 Plan. It fulfills the federal requirements established for
metropolitan planning organizations (MPOs), is essential for access to the federal funding, and is due
October 2026. As staff prepares the update to the RTP, they are guided by the following questions:
What is the future transportation system we want; What are the challenges and opportunities to get
there; and How will we achieve the transportation system we want? The RTP must align with federal
goals as well as comply with state mandates and should consider existing plans from transit agencies
and local governments. As part of this process, CMAP reviewed approximately 30 plans adopted by
federal, state, county, transit, and other agencies to identify common goals, objectives, and
strategies. Increased mobility and accessibility, improved safety and security, and preservation of the
existing transportation system were a few of the common goals shared by these agencies. The RTP
will build on the transportation vision in the ON TO 2050 Plan, last updated in 2022. The ON TO 2050
Plan includes transportation recommendations on mobility, community, prosperity, environment, and
governance. Policy Analyst Reschke identified the goals of the RTP, the work that has taken place and
is underway to achieve these goals, and the region's vision for transportation. Next steps include
stakeholder engagement, a public survey, an opportunity to submit research, ideas, policy stances,
and the creation of an engagement webpage to coordinate future outreach. Policy Analyst Reschke
sought feedback from the committee.

Discussion occurred regarding the need for a standalone plan and how communities can use this RTP
to update local plans, specifically pertaining to transportation and land use.

Socioeconomic Forecast 24-394

Alex Bahls, Senior Research Analyst of the Analysis and Program Division and Project Manager for the
socioeconomic forecast, provided background and overview of the forecast. Senior Research Analyst
Bahls shared that the forecast is a federally required part of the Regional Transportation Plan (RTP).
It’s goal is to forecast transportation and land use conditions to a 20-year planning horizon. The two
elements of the forecast include the regional forecast that focuses on the number of people,
households and jobs in the seven-county region through the year 2050, and the second component of
the forecast is to reflect jobs and households throughout the region to the census block of
municipalities based on current knowledge, policy considerations, and stakeholder input.

Senior Research Analyst Bahls shared how the forecast is used in the Regional Transportation Plan. It
is used for the financial planning process, the scenario planning process, the travel modeling, and
helping stakeholder engagement. The regional forecast reflects the three major components of
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4.05

4.06

population change: the number of births; the number of deaths; and the number of people moving in
or out of the region. The forecast also tracks the number of jobs in the region. Senior Research
Analyst Bahls noted that tracking migration and jobs are the most variable and difficult part of the
process to estimate.

The next steps of the Socioeconomic forecast were shared, CMAP will be reviewing the regional
forecast results, meeting with local advisory group, working with consultant, UrbanSim, on the local
forecast and developing the Vision plan with scenario planning. Senior Research Analyst Bahls sought
feedback from the committee. Member Caitlin Ritter shared the comment that forecasting is a
snapshot of the past under the assumption that the trend’s going to continue in the future, but noted
there was no mention of climate migration, particularly state to state. She shared that experts on
climate migration would be ideal to have. Senior Research Analyst Bahls shared that consultant
Moody’s will be including climate migration in the modeling they are providing.

Discussion ensued regarding what areas of the region that are impacted by climate migration.

Regional Climate Action Planning 24-401

This agenda item was postponed to the workshop in November. Principal Manno shared it should be
a robust conversation.

Legislative update 24-305

Attachments: July Climate Committee Memo Legislative Update

Ryan Gougis, Specialist of Legislative Affairs, provided a legislative update, sharing that the assembly
adjourned on May 29th for the Spring 2024 legislative session passing the FY25 budget and the
Budget Implementation Bill (BIMP). Specialist Gougis shared that the Regional Planning Act (RPA)
Modernization Bill passed in both house and senate with unanimous support and signed into law by
the governor. An update on the RPA Appropriation Bill was given. The bill would appropriate $5
million dollars to CMAP to help fulfill the obligations established in CMAP’s enabling statute. The bill
was not successful in being incorporated into the FY25 budget but CMAP staff will continue to work
with members of the General Assembly in the Governor’s office to advance the appropriation and get
funding to support CMAP’s work.

The RTA act requires the road fund to provide $150 million to the public transportation fund each
year, plus funds for RTA’s debt service. The remaining of the PTF’s annual funding has historically
come from the General Revenue Fund. The FY25 BIMP instead increases the transfer from the road
fund to the public transportation fund by only $75 million to a total of $225 million. It also calls for a
S50 million transfer from the leaking underground storage tank fund (UST) to be transferred to the
Public Transportation Fund. Both the $75 million and $50 million transfer are one time transfers to
occur only in FY25 but sets a precedent for similar transfers in the future. It was noted that this does
not address the transportation agencies’ long-term operating and capital needs.

A legislative update was provided.
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5.0

6.0

7.0

8.0

9.0

Committee Member Updates

Member Kendra Freeman with the Metropolitan Planning Council shared an update on their new
CEO, Dan Lurie. He is formally with the Mayor’s Policy Office under Mayor Lightfoot. He officially
starts September 30th.

Member Dionne Baux shared Mainstreet America has a new CEO, Aaron Barnes. Member Baux also
shared their promotion to Chief Programs Officer.

Other Business
No other business was presented before the committee.

Public Comment

This is an opportunity for comments from members of the audience.

Jeffrey K. Yoshihara asked in the zoom chat, "Given the discussion about utilizing the existing transit
system for transit oriented development and multi modal hubs, how much consideration has been
given to expanding the current transit system and greenway system both locally and across the region
to spur economic development?"

Analyst Julie Reschke shared a preliminary answer that the RTP will consider both options. She said it
is important to preserve existing transportation system as a historical region with infrastructure.
Additionally, Analyst Reschke can follow up for further questions.

Next Meeting

The Regional Economy Committee will be hosting a fully virtual workshop on Thursday, November 14,
2024 at 1:00 pm.

Adjournment
Vice Chair Porter adjourned the meeting 10:47 am.

Minutes prepared by Isaura Velez.
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Agenda Item 4.02

Chicago Metropolitan SRR 40
Agency fOF PIanning cmapi.illinois.gov | 312-454-0400
MEMORANDUM
To: Regional Economy Committee
From: CMAP Staff
Date: June 26, 2025
Subject: Fiscal Year 2026 Meeting Schedule

Action Requested:  Approval

CMAP staff seek approval of the proposed meeting schedule for Fiscal Year 2026. The following
meeting schedule responds to meeting format changes outlined in the updated bylaws. Four
workshop meetings are proposed with the option to allow additional meetings throughout the
year at the call of the Chair. Workshop meetings have no quorum requirement and will be
entirely remote. One regular meeting is proposed, at which a physical quorum is required and
any needed actions will be taken.

- Thursday, September 25 from 9:30 am — 11:00 am.
This is a workshop meeting held virtually via Zoom.

- Thursday, November 20 from 9:30 am — 11:00 am.
This is a workshop meeting held virtually via Zoom.

- Thursday, January 22 from 9:30 am — 11:00 am.
This is a workshop meeting held virtually via Zoom.

- Thursday, April 23 from 9:30 am - 11:00 am.
This is a workshop meeting held virtually via Zoom.

- Thursday, June 25 from 9:30 am —11:00 am.

This is a regular meeting with quorum required at CMAP offices:
433 W. Van Buren St., Suite 450, Chicago, IL 60607
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MARCH 2025

For decades, various reports — many authored by our own organizations — have clearly
demonstrated that expanding lllinois’ tax base to include more consumer services would make
the system both fairer and more sustainable.

As the second-largest revenue source supporting the state’s general fund, and a critical
component of municipal budgets, the performance and future of the sales tax should be of
paramount concern for both state and local leaders.

Yet despite widespread acknowledgment of the need for improvement, the legal and administrative
complexity of modernizing the sales tax in Illinois has prevented necessary reform. It has also
perpetuated an outmoded system that unintentionally favors some businesses and consumers
over others, which is fundamentally inefficient and contrary to the goals of sound tax policy.

As the state recovers from the COVID-19 pandemic and faces new challenges a quarter of the
way into the 21st century, we can no longer defer progress on this critical issue. All the taxing
bodies that rely on the sales tax are facing acute challenges related to the adequacy of their
funding as federal pandemic aid expires, which adds urgency and resonance to the need to
solve this problem.

Our organizations represent a broad range of government and tax policy viewpoints — from
business and education to transportation and land use to fiscal accountability. We don’t always
agree, but we are united on this: the time has come for lllinois to modernize its sales tax by
expanding its base to include more consumer services. This challenging but common-sense
solution would improve the structure of the state’s tax system and ensure that it has stable,
adequate revenue to support the high quality of life that the people and communities of
lllinois deserve.

This collaborative report outlines the history of how we got to this point, alongside a clear,
compelling case for sales tax modernization and a roadmap for enacting the critical reforms
necessary to secure a stronger fiscal future for lllinois.

Sincerely,

Erin Aleman, Executive Director Joe Ferguson, President
Chicago Metropolitan Agency for Planning The Civic Federation

Ralph Martire, Executive Director Josh Weger, Executive Director
Center for Tax and Budget Accountability lllinois Economic Policy Institute
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EXECUTIVE SUMMARY

As the State of lllinois’ second largest revenue source, the sales tax is a critical tool that supports
government operations and public services throughout the state. First implemented in the 1930s,
lllinois” antiquated sales tax structure still primarily taxes goods rather than services. Due to this
narrow tax base — which does not reflect the modern, service-oriented economy — the sales tax
is falling short. lllinois needs a more strategic and sustainable fiscal structure that delivers consistent
and reliable revenue growth, efficient spending, and economic competitiveness.

The time has come to fundamentally modernize the sales tax in lllinois to better reflect a
21 century economy. Applying the sales tax to consumer services would help secure lllinois’
financial future and its ability to meet residents’ needs by supporting critical public services,
reducing tax inequities, and enhancing fiscal stability.

THE TIME HAS COME T0 ACT

As a policy matter, a half-century of tax base erosion means the state’s sales tax does not
adequately capture current consumer spending activities. This results in disproportionately lower
per-capita sales tax collections in lllinois compared to other states, despite a comparatively high
composite sales tax rate.” The state’s outdated approach also unintentionally and unfairly gives
preferential tax treatment to service-producing businesses and high-income consumers over
retailers and low- and moderate-income households who spend most on goods.

As a practical matter, slow revenue growth means lllinois’ fiscal condition and its ability to invest

in critical public services will be constrained for years to come. Despite recent progress that puts
lllinois in a better position to respond to uncertain and ever-changing macroeconomic conditions,
the funding needs facing the state are substantial. While it is important to practice strong financial
stewardship to constrain cost growth over time — as noted in Governor Pritzker's State of the
State and Budget for fiscal year 2026 — bold and targeted actions will be required to avoid drastic
cuts to public transportation in northeastern lllinois, as well as to meet the state’s obligations
across a variety of other important expenditures like pensions and education. The sales tax is a
critical source of funding for each of these public investments, but annual inflation-adjusted state
sales tax revenues have consistently remained flat, growing only 11 percent between 1990 and
2023 (for a compound annual growth rate of 0.3 percent).

Modernizing the sales tax is essential for the State of lllinois to improve the soundness of its tax
system, to achieve long-term fiscal stability, and to meet future economic challenges. As part of a
path to sustainable revenue growth, lllinois should expand its sales tax beyond goods to include
more consumer services. The benefits of such a policy change would include a more diversified,
equitable, and sustainable tax structure that allows the state and local governments to consistently
and effectively invest in programs and services.

MODERNIZING ILLINOIS" SALES TAX
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KEY FINDINGS

lllinois’ sales tax structure is outdated and misaligned
with economic activity. The sales tax operates within a
decades-old model that primarily taxes goods. Consumer
spending has shifted significantly from goods to services
over the past century, as expenditures on consumer services
have grown 2.5 times faster than expenditures on goods
over the last six decades.

lllinois currently taxes only 29 out of 176 consumer services
through a variety of specific excise taxes on things like utilities
and parking. lllinois’ model diverges from most other states,
many of which have modernized their own sales tax structures
in recent years.

A sales tax on services would be less regressive than
the current structure. The current system is unfair because
high-income households spend five times more on untaxed
services than low-income households, despite spending a
smaller share of their income. Taxing services would correct
this inequity that unintentionally favors wealthier individuals.

The state could also offset any negative impacts on lower
income households by using some of the new revenues
generated to expand income-targeted tax relief programs
such as the lllinois Earned Income Tax Credit (thereby
increasing income levels for the lowest earners) or reinstating
the Circuit Breaker Property Tax Relief program (providing a
property tax break based on income-level).

A sales tax on services would produce additional
revenue to fund critical services. Recent estimates find
that expanding the sales tax base to include a broad range
of consumer services could generate up to $2 billion annually
for the State of lllinois, as well as hundreds of millions in
revenue for local governments through existing local sales
tax rates. The state can use these incremental revenues to
address today’s most pressing fiscal challenges, including
education, transit, and unfunded pension liabilities.

EXECUTIVE SUMMARY

15



KEY IMPLEMENTATION CONSIDERATIONS

This report lays out the policy considerations for expanding the sales tax base to include consumer
services and introduces key principles for implementation. As lllinois considers and designs a
sales tax on services, there are several principles that should be incorporated as part of an
implementation plan:

A service tax should be imposed on a broad set of consumer services to comply
with the lllinois Constitution’s uniformity clause, which requires that taxes be
consistently applied, with reasonable exemptions.

Any economically efficient plan to tax consumer services should include two
important exemptions to support the state’s households and businesses:

Essential services like housing, healthcare, and childcare that are generally
not classified as volitional consumption should be excluded from any tax on
consumer services. Taxing these transactions could cause significant disruptions
for households of all incomes and would be contrary to the state’s broader
policy objectives.

Services purchased by businesses as an input into products later offered for
sale should also be excluded. These business-to-business (B2B) transactions,
which include services like accounting and legal support, are considered
intermediate inputs that help create products that will be taxed when sold to
the final consumer. Taxing these transactions would lead to tax pyramiding —
an economically inefficient approach that results in uneven and inconsistent
effective tax rates. Taxing B2B services would also damage lllinois-based
businesses’ ability to compete with peers in other states.

To address existing taxes on services, the General Assembly should work with

local governments to transition their existing service taxes (such as Chicago’s tax on
streaming services) and avoid double-taxation by multiple units of government. The
state can ensure local taxing jurisdictions, including communities with existing service
taxes, benefit from sales tax modernization by guaranteeing that any expansion of
the state sales tax base is fully reflected at the local level.

As part of an expansion of the sales tax base, taxing jurisdictions should consider
potential adjustments to their current rates, with the goal of maximizing revenue
while decreasing overall tax burden on consumers.

MODERNIZING ILLINOIS®-SALES TAX
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Careful consideration must be given to the appropriate use of new incremental
revenue. These resources should be targeted to advance the state’s most pressing
fiscal challenges, including:

Addressing the $770 million public transit funding deficit estimated by the
RTA and total $1.5 billion needed annually to enable significant improvements
to the transit system in northeastern lllinois;

Paying down lllinois’ $144 billion in unfunded pension obligations;

Fully funding the evidence-based K-12 education funding formula;

Making additional contributions to the state’s rainy-day reserve fund; and
Funding tax relief for low-income households by increasing resources allocated

to programs like the Earned Income Tax Credit and Circuit Breaker Property
Tax Relief program.

To support successful modernization of the sales tax, the state should create an
independent advisory panel to work alongside state agencies to provide professional
guidance and ongoing evaluation of tax performance, and, as needed, suggest
adjustments over time.

For decades, Illinois has grappled with the question of expanding its tax base to include services.
Past attempts faced political challenges and legal hurdles that, today, provide important lessons
and parameters for future efforts. As lawmakers consider solutions to address the pressing
challenges facing Illinois, success will require commitment to bold, thoughtful action and

a sustainable future.
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BACKGROUND

HISTORY OF THE SALES TAXIN ILLINOIS

Across the nation, many communities put sales taxes in place during the Great Depression

after property taxes — previously the main source of revenue for state and local governments —
collapsed alongside property values.? Twenty-three states began using the sales tax as a revenue
source in 1930. lllinois followed suit shortly thereafter by imposing a temporary 2 percent sales
tax on general merchandise in 1933. In 1935, the state made the tax permanent.’

lllinois continued to fine-tune the sales tax over much of the twentieth century. These efforts
generally focused on adjustments to the sales tax rate and taxing authorities provided to local
governments, although changes were made in the 1980s to exempt the sales of certain foods,
medical supplies, and manufacturing equipment.* Effective in 1990, the state overhauled the
structure of the sales tax by eliminating local sales tax acts, imposing a uniform 6.25 percent sales
tax rate on general merchandise and adopting new rules for home rule and non-home rule local
government taxing authority.

In addition to state-level sales tax measures, the legislature also took special actions to support
Illinois” public transportation systems. Following a period of financial distress among private
sector transit providers in northeastern lllinois, the state established the Regional Transportation
Authority (RTA) in 1973 to serve Cook, DuPage, Lake, Will, Kane and McHenry counties. Although
the RTA was initially provided an annual operating subsidy, direct state support was ultimately
replaced by the RTA sales tax — introduced in 1979 and made permanent in 1983 — and a
partial state match of RTA sales tax receipts, which has historically been funded by state sales

tax revenues.® The legislature also began using sales tax revenues to fund direct state operating
assistance to downstate transit agencies beginning in 1987.

CURRENT COMPOSITION OF THE ILLINOIS SALES TAX

The uniform 6.25 percent rate adopted in 1990 remains in place today and is comprised of a

5 percent state rate and a 1.25 percent local rate. While both rates are imposed statewide and
administered by the lllinois Department of Revenue (IDOR), the local revenues are distributed to
units of local government where the sales occurred (1 percent to the municipality and 0.25
percent to the county).? Of the 46 states with a state sales tax, just three others — California,
Virginia, and Utah — have a combined state and local rate like lllinois.”

Local governments in lllinois have also retained the authority to impose local sales tax rates
beyond the base 1.25 percent rate. Home rule counties and municipalities can impose local sales
tax rates without a ceiling, while non-home rule counties and municipalities can impose local
sales taxes up to 1 percent.® Finally, the RTA sales tax is imposed in the six counties served by the
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northeastern lllinois transit system. Following
transit reforms in 2008, the RTA sales tax rate
is 1 percent in Cook County and 0.75 percent
in the collar counties.c

Due to how the sales tax and taxing

authority for different jurisdictions have been
implemented and refined over time, sales tax
rates in Illinois are structured as composite
rates, or combinations of rates charged by
overlapping authorities. The final sales tax
rate paid by a consumer in any given part of
the state is the combined total of the state
rate and all local tax rates.

The highest composite tax rate in Illinois is
imposed in Springfield, where consumers
pay a 10.75 percent rate for all general
merchandise purchases, which consists of
the 5 percent state rate, the 1.25 percent
standard local government rate, an additional
2.5 percent rate imposed by the city, a 1
percent rate for county school facilities, and
a 1 percent rate imposed by the Springfield
Business Improvement District (Figure 1).8

2 Itis important not to conflate the state’s 5 percent sales
tax rate with the combined state and local 6.25 percent
rate when comparing the sales tax in lllinois to other states.

b Prior to 2024, non-home rule jurisdictions had to seek
approval to implement and/or increase local sales tax
rates via local referendum. This requirement was removed
in fiscal year 2025, when the state eliminated the
state-administered 1 percent local sales tax on groceries.
Also, taxes imposed by non-home rule counties can be
used to generate capital funding for schools (County
School Facility Tax) and/or public safety services and
facilities (County Public Safety Tax).

¢ Cook County contributes its 0.25 percent share of the
state-administered 1.25 percent local rate to the RTA,
while 0.25 percent of the RTA rate imposed in the collar
counties is returned to the counties to support
transportation and public safety expenses.

THE SALES TAX IN ILLINQIS IS
CURRENTLY COMPOSED OF FOUR
UNIQUE TAXES

Although often referred to as a singular
sales tax in lllinois, the state’s tax on general
merchandise is technically comprised of four
different taxes, each enshrined in distinct
sections of the state tax code.

The Retailers’ Occupation Tax — which is
what most people think of as the sales tax in
lllinois — is assessed on the gross receipts
that retailers collect from selling tangible
property in lllinois. The Retailers’ Use Tax
is assessed on consumers who make out-of-
state purchases on items included in Illinois’
sale tax base, but use said items in lllinois.

The Service Occupation Tax and Service Use
Tax similarly impose taxes on tangible personal
property that is sold or acquired incident to
the purchase of a service. These taxes notably
do not apply to the services themselves. For
example, when a car is repaired in lllinois, the
tax is assessed only on the parts included

in the repair, not the cost of the labor for

the repair.

While most goods are considered general
merchandise in lllinois, many essential
consumer goods are categorized and taxed
differently. For example, the state historically
imposed a 1 percent local sales tax on food,
drugs, and medical devices and disbursed
the revenues to local governments. In 2024,
lllinois lawmakers voted to eliminate this

tax — effective January 1, 2026 — but
allowed municipalities to reintroduce it locally.
Other general merchandise items that are
exempt from sales taxes include newspapers
and magazines, as well as machinery and
equipment used primarily in manufacturing or
agriculture. Sales to nonprofit or public
organizations are also exempt.
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Figure 1: Composite tax rates are comprised of the state rate and all local tax rates
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Source: Analysis of IDOR data.

Note: Special purpose county rates include the County School Facility Tax (which can be imposed in any county besides Cook
County) and the County Public Safety Tax. Municipal rates include both home rule and non-home rule sales taxes.

The current lllinois sales tax is imposed primarily on goods rather than services. This makes
lllinois an outlier with an exceptionally narrow tax base when compared to most peer and
adjacent states. A 2017 report by the Federation of Tax Administrators found that the state and/
or local municipalities tax only 29 of 176 services.? In comparison, among the 46 states with a
general sales tax, the average number of service industries taxed is 58.2 (Figure 2 compares
lllinois to neighboring and other large population states).’

The state does tax electricity, natural gas, telecommunications services, hotel and motel rooms,
commercial parking lots and garages, and automobile rental services under separate rates and
authorities, unlike other states. However, these taxes still do not reflect the broad array of services
that consumers are increasingly using.

< Primary non-utility related services taxed by the state or local governments within Illinois, according to the survey, include photo
finishing services, packaged and downloaded software, admissions and amusements, and leases and rentals.
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Figure 2: Illinois has far fewer services than most peer and neighboring states
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CURRENT PERFORMANCE OF THE ILLINOIS SALES TAX

Today, the state sales tax represents one of lllinois’ largest revenue sources, besides individual
and corporate income taxes. In fiscal year (FY) 2024, the big three sources generated $41.3
billion, or 78.5 percent of all state General Fund (GF) revenues (Figure 3). State sales tax revenues
directly fund the GF, which is the primary source for most state agencies’ regular operating and
administrative expenses as well as state funding for education, economic development, human
and health services, public safety, and environmental, natural, and cultural resources. State sales
tax revenues are also critical for transit operations, as they fund the Public Transportation Fund
(PFT) (the state’s match of RTA sales tax receipts) and the Downstate Public Transportation Fund
(appropriations to public transit agencies throughout the rest of the state).™

Local governments across the state also rely heavily on sales tax proceeds. In FY2024, state sales
tax distributions and local sales taxes, on average, comprised 20 percent of lllinois’ municipal
revenues."" Sales tax revenues are largely unrestricted so local governments can use the funds

to meet a variety of needs, including matching funds for important capital and infrastructure
projects. Maintaining a robust sales tax is therefore uniquely important to meet state and

local needs.
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State and local sales tax revenues have grown in recent years due to some short-term trends,
including higher-than-typical levels of consumer spending and rising inflation. Sales tax
performance also got a boost in the wake of the Supreme Court’s 2018 decision in South

Dakota v. Wayfair, which eliminated the previous requirement that a retailer be physically present
in a jurisdiction for the collection of sales taxes. In 2021, the Level the Playing Field for lllinois
Retail Act began the collection and remittance of some sales taxes from remote retailers and
marketplace facilitators that were previously not collected.® While these factors have buoyed the
sales tax’s short-term performance in lllinois, the outlook for this important revenue is still
diminishing over the long-term (Figure 4). As consumption patterns return to pre-pandemic
trends, lllinois must strengthen this critical revenue source for the next century and beyond.

Figure 3: State sales taxes and individual and corporate income taxes are the state’s three largest
General Fund revenue sources

Cash receipts $45,315 86.1%
Individual income taxes $25,605 48.6%
State sales taxes $10,465 19.9%
Corporate income taxes $5,277 10.0%
Public utility taxes $695 1.3%
Investment income $654 1.2%
Inheritance tax $627 1.2%
Insurance taxes and fees $486 0.9%
Cigarette and tobacco products taxes $204 0.4%
Corporate franchise taxes and fees $202 0.4%
Liquor gallonage taxes $179 0.3%
Other taxes, licenses, fees, and earnings $921 1.7%

Federal sources $4,526 8.6%

State transfers $2,798 5.3%

Source: lllinois Comptroller Traditional Budgetary Financial Report for Fiscal Year 2024.

¢ Public Act 103-983, effective January 1, 2025, subsequently required sales tax collections from retailers with any kind of physical
presence in lllinois who make sales that are sourced outside of this state to lllinois customers.
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Figure 4: Although sales tax revenues are forecast to grow 2 percent annually, per capita revenues
are anticipated to remain below the 2022 peak between now and 2030
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Source: Analysis of historic data from lllinois Traditional Budgetary Financial Reports and forecasts from the Governor's Office of
Management and Budget's (GOMB) lllinois Economic and Fiscal Policy Report (dated November 1, 2024) and Illinois State Budget
Fiscal Year 2026.

Note: Projected revenues include FY2025 estimated revenues and 2026 budgeted revenues from GOMB’s lllinois State Budget
for Fiscal Year 2026 released in February 2025. Projections for FY2027 and beyond were calculated by applying the rate of growth
assumed in GOMB’s 2024 lllinois and Economic Policy Report to the figures from the budget document.
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POLICY CONSIDERATIONS FOR MODERNIZING
THE SALES TAX IN ILLINOIS

The soundness of a state’s tax system depends on several interrelated factors, including the mix
of revenues, the base of each tax, and tax burden distribution among taxpayers. For a tax system
to effectively generate revenue in a modern economy, it must be current, adequate, fair,
and efficient. lllinois is undermining its potential across all these elements by failing to address

its narrow sales tax base.

Consumers increasingly spend
more of their income on services
than goods, but the sales tax does
not capture these 21st century
consumption patterns.

Reflect current economic trends
and accommodate future shifts.

Sales tax receipts are not growing
in line with public costs, despite
their importance as a source of

state and local revenue.

Ensure revenues are adequate to
fund government services over time
and across economic cycles.

High-income households Introduce a fairer and less regressive
spend nearly 5x as much as low- tax by shifting the burden toward
income households on consumer » higher-income households while also

services, but none of these enabling other measures to support
expenditures are taxed. low-income households.

Purposefully and efficiently tax the
final consumption of goods and services
services distorts the environment in to minimize distortions in consumer

which consumers make decisions and business behavior, ensure business

and lllinois businesses compete. competitiveness, and prevent high
prices caused by tax pyramiding.

Uneven taxation of goods and
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The following sections outline Illinois’ sales tax performance today across these four priorities and
highlight how modernizing the base to include more consumer services would help make the tax
more productive, progressive, and in-step with the modern economy.

CURRENT: A MODERN SALES TAX ALIGNS WITH ECONOMIC ACTIVITY

Today's economy looks very different than it did when the lllinois sales tax was originally put
in place in the 1930s. Over the last century, the U.S. transitioned from an economy based on
manufacturing and other goods-producing industries to a services- and information-based
economy. With this transition came cheaper and more efficiently manufactured goods from
within the country and overseas, rising standards of living, and increased disposable income,
resulting in greater demand for services.

National consumer expenditure data shows that consumers today spend considerably more of
their household income on services, and significantly less on goods, than they did historically
(Figure 5). This is due, in part, to rising housing and healthcare costs, which have grown
substantially since the mid-20th century but should not be considered taxable consumption
since increased prices would further impact access.’'*'* However, housing and healthcare do
not explain the full story.

Figure 5: Consumers are increasingly spending more of their household incomes on services
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Expenditures on consumer services alone — services excluding healthcare and housing — grew
2.5 times more than expenditures on goods over the last six decades. In lllinois, while expenditures
on goods rose 156 percent between 1997 and 2023, expenditures on consumer services rose
nearly 200 percent over the same period. This shift can largely be attributed to the way that many
formerly tangible goods now have digital replacements. Today's consumer downloads e-books,
streams movies and music, stores files and photographs in the cloud, and subscribes to services
for their home, vehicle, and even appliances.' These are all forms of personal consumption, and
there is an opportunity for the sales tax to be better aligned with this new reality. Aligning Illinois’
tax structure with 21st century consumption patterns by expanding the base to include consumer
services will ensure it is more effective and dependable.

ADEQUATE: A MODERN SALES TAX MEETS REVENUE NEEDS ACROSS ECONOMIC CYCLES

Effective government operations depend on predictable and stable revenues that grow in line
with inflation, ensuring the ability to maintain services — even during economic downturns. A
well-designed sales tax applied to the broadest possible base, even at low rates, is more reliable
than many other taxes. However, with its narrow tax base, lllinois’ sales tax has been inadequate
to meet growing funding needs regardless of increases in nominal sales tax revenues.

Despite being the second largest revenue source for the state, sales tax has historically
experienced very little growth. lllinois collected $10.5 billion in sales tax revenues in FY2024,
representing inflation-adjusted growth of only 11.3 percent over the last 35 years. As a result, on
a per-capita basis — which accounts for population growth over time — real sales tax revenues
in 2024 were nearly equivalent to revenues collected in 1990 (Figure 4). In comparison, the
responsibilities and needs of the state have grown. While it is important for government to
practice stewardship and responsibly constrain cost growth over time, it is just as essential that
government invests in the public services that ensure a high quality of life and economic stability.
Due to the deficiencies of the sales tax, other revenues have had to fill the gap and meet pressing
needs. This has not only resulted in a higher tax burden for Illinois’ residents — for example, the
individual income tax rate was increased from 3 percent to 5 percent in 2010 (and today, continues
to sit at 4.95 percent) — but a less competitive tax position for the state overall.’

The sales tax is similarly failing to deliver for other important services it funds directly, such as
transit. Although the RTA sales tax has long been the primary public funding source for transit
operations in northeastern lllinois, revenues have not kept pace with costs. For example, transit
reforms in 2008 increased the RTA sales tax rate, increased the state match of RTA sales tax
receipts, and dedicated new sales tax revenues to fund paratransit services. And yet, as paratransit
costs and demand have grown, the share of sales tax revenues allocated to paratransit each year
has also risen. This has, in turn, substantially eroded the revenues available to fund other transit
costs, namely fixed-route bus and train service (Figure 6)."”
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Figure 6: Paratransit costs comprise a growing share of sales tax revenues used to fund transit
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Source: Analysis of RTA budget data.

Modernizing the sales tax can help lllinois secure new, consistent funding to strengthen its
overall fiscal condition and meet longstanding, pressing needs for the state and local governments.
Peer midwestern states and other large population states that tax more services than lllinois,

on average, have higher per-capita sales tax collections and greater levels of sales tax revenue
growth. While lllinois” unadjusted per-capita sales tax revenues grew 56 percent between 2009
and 2023, most of which can be attributed to inflation, per-capita revenues for peer and adjacent
states grew between 66 and 119 percent over the same period (Figure 7).

Many efforts have been made to estimate the level of new revenues that would be generated
from sales tax modernization in lllinois. Most recently, CMAP’s Plan of Action for Regional Transit
estimated that expanding the sales tax base to include more services could add nearly $2 billion
in new annual state revenues, as well as generate new revenue for counties, municipalities, local
governments, and transit agencies across lllinois (Figure 8)."® Although specific revenues would
vary based on the details of any legislation enacted by the General Assembly and administered
by IDOR, expanding the base to include more services could substantially improve performance
without raising sales tax rates.
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Figure 7: lllinois saw the lowest growth in per-capita sales tax collections between 2009 and 2023
compared to peer and neighboring states that tax more services
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Source: Analysis of data from lllinois Traditional Budgetary Financial Reports and the U.S. Census Survey of State Government
Tax Collections.

Notes:

1. The U.S. Census Bureau changed its methodology for calculating lllinois state sales tax revenues in 2017 (for sales tax
collections beginning in 2014) by incorporating local revenues from the 1.25 percent local sales tax rate in total state collections
and then recording state disbursements of these local revenues as intergovernmental transfers. Illinois data sources were used
to ensure state revenues are the basis of comparison.

2. Ohio is the only peer state identified that increased its state sales tax rate during the analysis period, from 5.5 percent to 5.75
percent. The increase accounts for 7 percent of the 61 percent increase observed.

3. Some revenue growth for peer states can be attributed to base expansions implemented during the analysis period. This
includes lowa, Kentucky, and Texas.

Figure 8: Sales tax modernization could generate nearly $2 billion in new annual state revenues,
as well as new revenues for other taxing jurisdictions (FY2026)

State of lllinois 5.00% $1.955B
Counties 0.25% $50M
Municipalities 1.00% $390M
RTA 0.75-1.0% $315M

Source: CMAP Plan of Action for Regional Transit, Overview of key sales tax recommendations.

Notes:

1. 2026 figures assume year 2 of implementation and 75 percent compliance with the sales tax on services.

2. Collar counties currently retain one-third of the RTA sales tax rate imposed on goods (0.25% of the 0.75% rate) for their own
transportation and public safety purposes. PART assumes the RTA would retain the full 0.75% RTA sales tax rate imposed on
services. PART also assumed Cook County’s portion of the local 1.25% state-administered local sales tax would continue to be
directed to the RTA. Combined with the existing 1.00% RTA sales tax rate in Cook County, this results in a 1.25% total rate.
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FAIR: A MODERN SALES TAX FULLY CAPTURES THE SPENDING OF HIGH-INCOME CONSUMERS

Over the past century, the U.S. has undergone a profound shift from a goods-based economy
to a service-based economy. While this transition has been linked to rising productivity, greater
economic output, and an improved standard of living, the benefits have been far from evenly
distributed. Since 1970, higher-income households have seen more rapid income growth than
lower-income households." As a result, in 2023, households in the highest income quintile
earned 17 times more than households in the lowest income quintile.®

This growing income disparity has led to starkly different consumption patterns across income
groups. As illustrated in Figure 9, lower-income households allocate approximately 60 percent of
their spending to goods, including necessities like food and clothing, leaving little room for
discretionary spending on services such as personal care, home and vehicle repair, or gym
memberships. In contrast, higher-income households have more flexibility to consume beyond
basic needs.

Because consumption of personal services is largely discretionary and often untaxed in Illinois,
higher-income households disproportionately benefit from this untaxed spending. Expanding the
sales tax base to include additional services would correct an inequity in the current tax system —
one that unintentionally favors wealthier individuals while neglecting the growing consumption

of services.

Figure 9: Lower-income brackets have less discretionary income to spend on services than
higher-income brackets

Annual consumer
expenditures
(excluding housing Lowest income [0
and healthcare) and quintile
savings, by major
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Source: Analysis of Bureau of Labor Statistics Consumer Expenditure data.

Notes:

1. Percentages may not add to 100 due to rounding.

2. Consumer expenditure data shows how household income is spent on current consumption — of goods and services — as
opposed to how much is being saved for future consumption.
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Modernizing the sales tax system is necessary, but it cannot fully address the inherent regressivity
of the current structure. Many personal services are consumed across income levels, meaning that
taxing these services would capture a larger share of the economic behavior of both higher- and
lower-income households. However, it is important to acknowledge that the costs of consumer
services vary widely, often depending on the income level of the consumer. For example, a basic
gym membership will be cheaper than a membership at a high-end gym or a facility that offers
specialized fitness courses, reflecting differences in household purchasing power (Figure 10).

While it might seem desirable to exempt services typically used by lower-income households to
advance equity, doing so would also exempt services consumed by higher-income households.
This would not only limit the potential revenue generated — higher-income household spending
on services outpaces lower-income household spending on services 5 to 1 — but also perpetuate
existing tax distortions.

Figure 10: Consumer service vary widely depending on the income level of the consumer

BUDGET GYM MID-RANGE GYM PREMIUM FITNESS CLASS LUXURY GYM
$15 monthly $40 monthly $175 monthly $220 monthly

x 10.25% service tax x 10.25% service tax x 10.25% service tax x 10.25% service tax
$1.54 tax $4.10 tax $18.04 tax $22.55 tax

Source: Approximate posted service costs in Chicago, lllinois as of February 2025.

Note: All costs reflect memberships that are tied to a specific location. For premium fitness classes, the monthly cost assumes
eight classes per month or equivalent.
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Research shows that a more effective, progressive approach to minimizing negative impacts on
low-income households would be to create or expand programs that directly support these res-
idents. This way, tax relief would be targeted specifically to those who need it most, rather than
exempting broad categories that also include substantial luxury purchases. Some ideas the state
could explore to achieve this goal include:

A portion of new state revenues can be
used to increase lllinois’ Earned Income
Tax Credit. In addition to providing respite
for those most burdened by lllinois’ flat
income tax, this form of relief would increase
the income levels — and therefore the
consumer spending activity — of the
lowest-income earners.

New revenues can be used to support

Washington state began funding a
Working Families Tax Credit in 2021,
which provides a credit for a portion
of sales taxes paid by eligible low-
income taxpayers. The credit ranges
from $315 to $1,255 depending on
the number of qualifying children in
the household.

property tax relief. At the state level, service tax revenues could be used to fund
a property tax circuit breaker that would provide relief for the lowest-income property
owners. Alternatively, more responsive and stable sales tax revenues can lessen
local governments’ reliance on property taxes, especially in communities with high
effective property tax rates and/or communities that have not historically benefitted

from strong commercial tax bases.

Greater revenues, particularly at the
state level, can be used to meet current
and future funding needs to improve

the quality of life and economic
competitiveness in lllinois. Essential

public services such as transit and education
have long been underfunded in lllinois.

In addition to the Governor’s Office of
Management and Budget's lackluster forecasts
for state revenues in the near-term, multiple
fiscal crises are threatening the state'’s fiscal
health including but not limited to the transit
fiscal cliff, a projected shortfall in K-12
education funding, and the persistent
underfunding of state pensions. With a
more modernized, reliable revenue source,
lllinois can address these critical funding
issues which will, in turn, provide
exponential benefits.?’

Studies have shown that higher levels
of public spending have a greater
impact on gross domestic product
(GDP) than tax cuts. According to
Moody’s Analytics, income tax cuts
and corporate tax cuts are associated
with only a 0.88 and 0.32 return on
investment (or the GDP is estimated to
grow only $0.88 and $0.32 with every
tax dollar cut) respectively, while every
dollar change in spending on the
Supplemental Nutritional Assistance
Program is associated with a return on
investment of $1.61.
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EFFICIENT: A MODERN SALES TAX SUPPORTS ECONOMIC COMPETITIVENESS

The structure of the sales tax inadvertently influences consumer purchases of different goods and
services based on whether they are taxed. For example, under the current system, a consumer
can get landscaping services tax-free but must pay a tax to buy landscaping equipment, such as
a lawn mower. Expanding lllinois’ sales tax base to include services would lessen the impact of
changes in consumer preferences and consumption patterns on sales tax revenues by reducing
economic distortions. Minimizing these distortions would, in turn, encourage consumers to purchase
goods or services to maximize their own welfare, rather than as a response to tax burdens.

At the same time, while modernizing the sales tax can introduce horizontal equity into the tax
system, it is crucial that additional distortions are not created by simultaneously taxing intermediate
business transactions, also known as business-to-business (B2B) transactions. Taxing business
inputs this way increases production costs, thereby limiting the economic gains that can be
realized from economic activity.

Businesses might engage in any number of distortionary behaviors to sidestep these higher costs,
including purchasing a cheaper but less effective technology or product — which hinders efficiency
and productivity — or avoiding the taxable transaction altogether by bringing the production of
otherwise taxable services and goods in-house. This artificial pressure to vertically integrate can
price out smaller or less profitable firms that have far less capability to make the same choices.

It can also create inefficiencies in a pre-existing service market where independent providers can
typically provide a service more efficiently than a cheaper, in-house option.

Businesses might also choose to recapture higher production costs in the form of higher prices.
When a tax is applied at multiple stages of the production process, the taxes are passed on and
compounded until they are finally paid by the consumer of the final product, through a process
known as tax pyramiding (Figure 11). This means the consumer will pay an effective tax that far

exceeds what they see on their receipt.

Finally, the broad taxation of business inputs, or the taxation of a necessary high-cost input, could
adversely impact economic competitiveness. Taxes imposed on business inputs represent an
additional production cost that is likely not borne by competitors in other states, even if they sell
into the same markets. Firms in states that tax an inordinate amount of business inputs are at a
disadvantage with out-of-state competitors.?? Conversely, research has shown that excluding
business inputs from the sales tax base contributes to greater levels of economic growth, even

if sales tax rates increase proportionately to produce desired revenues.?
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Figure 11: Taxing business-to-business transactions creates a higher consumer price
via tax pyramiding

. Price

. Prior tax embedded
in price

Tax

Producer Distributor Retailer Consumer

Source: Analysis of information from the Tax Foundation.

CONCLUSION

lllinois” existing sales tax base, which is narrowly focused on goods rather than services, results in
a tax that is out-of-sync with the modern economy, that neglects to tax large tracks of consumer
spending, and that does not keep pace with the cost of government services. To realize the many
benefits of a broader sales tax, lllinois should modernize its sales tax by expanding the sales
tax base to a broad range of consumer services. Thoughtfully and intentionally expanding the
base of the lllinois sales tax would: modernize state tax policy to comport with the current
economy; improve the productivity and progressivity of this important revenue tool; and

enhance lllinois’ overall economic competitiveness.
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PRINCIPLES AND IMPLEMENTATION CONSIDERATIONS
FOR MODERNIZING THE SALES TAX IN ILLINOIS

llinois has grappled with expanding its tax base to include services for decades. Past
attempts faced political challenges and legal hurdles that, today, provide important lessons
and parameters for future implementation efforts. Despite previous challenges, sales tax
modernization can be successful if the legislature commits to bold, specific principles and
outcomes as it implements expansion.

ENSURE CONSTITUTIONAL UNIFORMITY

One of the most important legal considerations for modernizing the sales tax is related to
carefully navigating the state’s constitutional requirement for uniformity. Article X, Section 2 of
the Constitution of the State of lllinois provides what is colloquially known as the

uniformity clause:

In any law classifying the subjects or objects of non-property taxes or fees, the
classes shall be reasonable and the subjects and objects within each class shall be
taxed uniformly. Exemptions, deductions, credits, refunds and other allowances
shall be reasonable.

While other states have successfully modernized their sales tax bases, uniformity has been a

key challenge in Illinois. Previous attempts to expand the sales tax base to include services have
either run afoul of uniformity or have introduced undue complexity to try and circumvent it. These
unsuccessful efforts show that any new approach to legally and responsibly modernizing the tax
must focus on the following:

Identifying a broad and uniform base for services that is designed to meet
constitutional requirements to consistently and evenly treat the services taxed;

Clearly articulating the legislative intention to tax the broadest possible base of
consumer services and address the full spectrum of policy considerations;

Minimizing the complexity of implementation and administration for service
providers and consumers; and

Providing reasonable exemptions.

Modernization efforts should also allow for a classification approach that reflects the actual
services provided by businesses, rather than relying on vague industry classifications, to ensure
a more consistent application of taxation.
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STANDARDIZE TREATMENT OF COUNTIES, MUNICIPALITIES, AND SPECIAL
TAXING DISTRICTS

To ensure the benefits of a modernized sales tax are fully realized, successful implementation will
require proactive coordination with, and consideration of, local governments. Any expansion of the
sales tax base at the state level should be reflected at the local level as well. Specifically, the state
should extend the current 1.25 percent local sales tax rate to services and disburse the full benefit
to local governments. The state should also ensure the expansion of the sales tax to consumer
services is reflected in local sales tax bases. Allowing local jurisdictions to tax a broader base of
goods and consumer services ensures they receive the full benefits of a modern, more sustainable
tax. While this will be valuable for communities that have historically relied on sales tax revenues,

A BRIEF OVERVIEW OF JUDICIAL AND LEGISLATIVE ACTION ON ILLINOIS’ SALES TAX
1967 *

Taxing a small set of specific services found
not uniform
In 1967, the General Assembly attempted to ®— 2009

extend the sales tax to four specific services.
Service providers challenged this effort by filing a

Taxing service industries was more complex

lawsuit alleging that the tax violated the uniformity than taxing service providers
clause. The lllinois Supreme Court agreed with To modernize the sales tax, the Senate passed
the argument and struck down the expansion. House Bill 174, which aimed to amend the

Retailers’ Occupation Tax Act by expanding
the definition of sale at retail and listing various
2017 ®  North American Industry Classification System

Creating multiple distinct excise taxes found (NAICS)' codes subject to the sales tax.
too burdensome

To avoid unevenly taxing services, this

Hoping to tax services in a way that would approach taxed industries rather than specific
be more resilient to court challenges, Senate services — which led to inconsistencies (e.g.,
Amendment 2 to Senate Bill 9 creating distinct travel agent services provided by businesses
excise taxes for various services, including stor- classified under the relevant NAICS code

age, repair and maintenance, landscaping, and would be taxed, but the same services offered
laundry. Each service would have been subject by a general retailer would not). The failure to
to its own 5 percent tax rate, with all proceeds distinguish between industries and providers
going to the state. However, the proposal would in House Bill 174 — which created considerable
have required service providers to file separate complexities for businesses that operate

tax returns for the new taxes and established across multiple industries and could have
different exemptions that did not align with those disadvantaged specialized services providers
provided for the state’s existing sales tax. The compared to general retailers offering the
approach introduced an administrative burden same services — did not move forward.

and complexities that resulted in its failure.

FNAICS codes define industries as representing broad categories of economic activity, while providers are the individual
businesses operating within these industries.
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this change will be particularly advantageous for counties and municipalities that may not have
dense retail land use patterns but could benefit from taxing consumer services. For the RTA, sales
tax modernization is an integral step for wholly and sustainably addressing the transit fiscal cliff.

Efforts to implement statewide sales tax modernization should also standardize the tax base
across different levels of government to prevent excessive taxation on a handful of services.
Current municipal codes restrict local governments’ ability to impose their own sales taxes on
transactions already included in the state sales tax base.

However, municipalities and/or counties might currently tax services that would ideally be
incorporated in a broad base expansion, such as the municipalities that tax streaming services
like Chicago, Bloomington, East Dundee, Evanston, and Schiller Park.?* Since it is not in the
interest of the state or local communities to impose double taxation on the few services that are
currently taxed locally — as exceptionally high rates would likely result in both negative
perception issues and a chilling effect on economic activity — the state should work with these
communities to provide a legal and administrative framework to transition their existing service
taxes to the new system. Options include folding existing taxes into the expanded sales tax or
repealing local taxes and ensuring local governments do not end up worse off revenue-wise by
providing refunds if new revenues do not meet previous levels.

LIMIT TAX PYRAMIDING AND SUPPORT ECONOMIC COMPETITIVENESS

It is important that the expanded sales tax be applied primarily to consumer services to avoid
taxing B2B services. Taxing services used as business inputs could lead to tax pyramiding —
taxing the same business input several times before the final product, which then passes an
increased price on to the end user.® Taxation of business inputs can also complicate the taxation
of services used by a company across several states, or impact economic competitiveness by
imposing taxes on business inputs that are not imposed elsewhere.

To successfully limit B2B service transactions from taxation, the state could explore the use of a
business exemption certificate, which would be used by qualifying businesses to avoid taxation
of qualifying services.

EXEMPT CONSUMER SERVICES NOT GENERALLY SUBJECT T0 TAXATION SUCH AS
HEALTHCARE, HOUSING, AND CHILDCARE

States that have a broad sales tax on services generally do not tax the services that could potentially
cause significant disruptions to access, such as healthcare, housing, and childcare. These items
should be broadly protected from taxation, which is possible while also adhering to the State of
lllinois Constitution’s uniformity clause. The uniformity clause simply requires real and substantial
differences between taxed and untaxed objects, and that the classifications serve some reasonable
relationship to the object of the legislation or public policy.
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CAREFULLY CONSIDER THE APPROPRIATE RATE

Some stakeholders will correctly point out that many Illinois communities like Springfield and
Chicago have relatively high composite sales tax rates imposed on goods, suggesting that there
may be an opportunity to lower existing taxing authorities’ sales tax rates in response to new
revenue collected under an expanded base. On the other hand, the sales tax is a critical pillar of
the state and local government general revenue system that has been eroding continuously since
the 1990s. According to the Tax Foundation, for instance, because of Illinois’ unusually narrow
sales tax base, the existing state rate translates into $201 per person per percentage point of
revenue, which is 12 percent lower than the national average.?”’ Lawmakers and decisionmakers
at all levels of government must carefully weigh the substantial benefits of increased revenue
against any actual tax relief advantages.

LESSONS FROM OTHER STATES

lowa

Since first imposing a sales tax in 1934, lowa has taxed a select number of services including utilities
(metered gas, electricity, water, and communication services) and amusement and athletic event admissions.
lowa first expanded its base in 1967 to include additional services,® then further broadened its service tax
base and increased its state sales tax rate several times, most recently in 2008.%¢ Currently, lowa imposes
a 6 percent sales tax rate and local jurisdictions are permitted to impose a local option sales tax up to an
additional 1 percent.

As a result of these expansions, lowa now maintains one of the most comprehensive lists of taxable services.
Many of lowa’s taxable services are subject to specific exemptions noted on the lowa Department of
Revenue website, such as construction- and agriculture-related services. lowa also regularly updates

its tax code to account for emerging services and the broader economic shift toward an increased
consumption of services. For example, lowa revised its tax code to incorporate software as a service into
the tax base in 2019.% The lowa Department of Revenue also regularly issues informal guidance about
the taxability of specific services that have not yet been defined by existing laws.

Kentucky

Over the past 6 years, Kentucky has added more than 40 services to its sales tax base (10 previously
untaxed services were added in 2018, and an additional 30 services were added in 2022). Despite targeting
services purchased for final personal consumption, some — like janitorial and industrial laundry services —
are used as business inputs. However, Kentucky provides an exemption for businesses with annual gross
receipts less than $12,000.%'

Notably, Kentucky’s sales tax base expansion was part of a larger effort to alter the state’s personal
income tax and sales tax structure.® In 2018, in addition to expanding the base to include more services,
Kentucky consolidated the number of income tax brackets and lowered the income tax rate into a flat
tax of 6 percent.

9lowa’s 1 percent sales tax increase in 2008 coincided with the repeal of a 1 percent School Infrastructure Local Option Sales Tax.
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USE NEW REVENUES TO MAKE INVESTMENTS THAT WILL STABILIZE GOVERNMENT
FINANCES AND FUND PUBLIC SERVICES

Given state and local governments’ ongoing financial challenges, any new revenues generated
by a modernized sales tax should be used to make focused investments that will stabilize
government finances instead of increasing costs over the long run. Those considering these
policies should use the following principles to direct how future funding may and will be used.

Fund transit

Public transit is a key public service — and economic asset — for the state.
However, its future is uncertain due to growing costs and insufficient revenues,
which have the potential to inflict wide-ranging effects on the state’s economy,
businesses, and residents. The state should use new sales tax revenues to
direct additional funding to all public transit systems in lllinois, including those
in northeastern lllinois. This involves meeting funding commitments identified
in the Plan of Action for Regional Transit, including contributing more to the
Public Transportation Fund, fully funding paratransit services, and covering
the costs of reduced fare requirements.

At the same time, the state must unite on governance reform for northeastern
lllinois’ transit system to ensure that these new revenues are spent efficiently
and effectively.

Support state investments in fiscal sustainability and public services

While considerable progress has been made over the last few years to
improve lllinois’ long-term fiscal sustainability, there is still much to be
done. Essential public services such as transit and education have long
been underfunded in Illinois, as have state pensions. Beyond providing
additional transit funding, the state’s spending should prioritize improving
its financial position and helping to offset any negative equity impact of
a broadened sales tax. High-impact investments that help advance
these goals include the following:

The state should continue funding pensions, through additional contributions to the
pension stabilization fund as well as responding to the funding needs associated
with Tier Il pension reform.

The state should direct additional funding through the evidence-based school
funding formula to address current funding shortages.

The state should continue to pursue fiscal solvency by making additional contributions
to the rainy-day fund.
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The state should increase the Earned Income Tax Credit to offset the impact of sales
tax modernization on low-income households.

The state should consider funding a new statewide property tax circuit breaker for
low-income property owners. Circuit breaker programs are designed to provide
relief when a person’s property tax liability exceeds a certain percentage of their
annual income and are meant to prevent homeowners from being overburdened
by property taxes. Some of these programs provide property tax credits and others
provide relief from income taxes. The state had a limited income tax-based circuit
breaker program for senior citizens until 2012. Some opponents of the sales tax
expansion are worried about overall tax burden in the state, particularly given high
property taxes. A renewed circuit breaker program could help offset those concerns
and at the same time provide significant relief to low-income households.

Support local governments

Like the state, local governments could similarly use new revenues

from the sales tax on consumer services to improve their long-term
financial condition. Fiscally responsible options for local governments
include increasing budgetary reserves to the level recommended by the
Government Finance Officers Association (approximately two months of
expenditures for smaller governments) or increasing contributions to
unfunded pensions. Local governments might also consider using
additional sales tax revenues as a source to relieve their reliance on
property tax revenues, or to fund property tax abatement for residents.
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PROVIDE EXPERTISE AND OVERSIGHT FOR IMPLEMENTATION AND EVALUATE
PERFORMANCE AND USE OF THE EXPANDED TAX

The analysis and recommendations provided in this report would help ensure that any expansion
of the sales tax to consumer services will a) withstand judicial scrutiny; b) be sufficient to help
improve the financial condition and sustainability of the state, local governments, and transit
agencies; and ¢) fulfill the promise to residents to improve public services. However, no tax
policy has a set it and forget it approach. The legislature can take intentional steps to evaluate the
effectiveness of a more modern tax and the investments made with incremental proceeds.

Effectively modernizing the sales tax so that it applies to a broad, uniform base of consumer
services, provides reasonable exemptions that minimize economic distortions, and improves the
fairness of the tax system will require clear legislative intent and considerable care for
administrative complexity. Hard-working public servants throughout lllinois who will develop the
rules and administer the tax will need support and assistance from experienced professionals
and subject matter experts. Therefore, to support the implementation process, the state should

create an independent advisory panel. Panel responsibilities should be well-defined, and members

should include tax policy professionals from organizations such as the University of Chicago
Center for Municipal Finance, the University of Illinois Government Finance Research Center, and
the Taxpayers Federation of Illinois, and be chaired by a relevant government body such as the
Commission on Government Forecasting and Accountability.

In addition to overseeing implementation, the panel members should be held accountable

for producing specific deliverables including annual reports that update the legislature on
implementation progress, revenue generation, principle alignment, and equity concerns. Based
on their findings, the panel should have the authority to make recommendations related to the
structure of the sales tax and future modernization needs.
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NEXT STEPS

Today, despite past setbacks, there are still opportunities to align lllinois’ tax system with

the realities of the 21st-century economy, introduce greater progressivity, reduce burdens on
low-income households, support local communities statewide, ensure the competitiveness of
lllinois businesses, and achieve the state’s legal and administrative objectives. The policy
considerations and principles outlined in this report offer important guidance for the state to
make progress addressing this urgent revenue and tax policy challenge. Ultimately, success will
require commitment to bold, thoughtful action and a sustainable fiscal future.

When the legislature makes the important decision to move forward to modernize
the state’s sales tax, several technical and practical considerations will need to be
addressed. Useful next steps would include state action to:

1. Establish and convene the independent advisory panel.

2. Determine what form the service tax itself should take in consultation with IDOR.
Three main options exist:

Extending the sales tax to a defined list of services
Extending the sales tax to all services and specifying exemptions

Establishing distinct excise taxes for broadly defined categories and
establishing a uniform administration provision

3. Charge IDOR with developing an implementation plan that includes the time
required to reach full compliance and revenue projections for interim fiscal years,
including anticipated allocations to the state, counties, municipalities, and the RTA.
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THE CIVIC FEDERATION
RESEARCH + INFORMATION + ACTION
EST. 1894

The Civic Federation is an independent, nonpartisan government research organization that
provides robust and objective fiscal analysis, recommendations, and oversight for the benefit of
civic and business leaders, the media, and the general public in Chicago and the State of Illinois.

Visit civicfed.org for more information.

Chicago Metropolitan
Agency for Planning

The Chicago Metropolitan Agency for Planning is the region’s comprehensive planning
organization. The agency and its partners developed and are now implementing ON TO 2050,
a long-range plan to help the 7 counties and 284 communities of northeastern lllinois implement
strategies that address transportation, housing, economic development, open space, the
environment, and other quality-of-life issues.

Visit emap.illinois.gov for more information.

CTB A ‘ Center For Tax and
Budget Accountability
Social and economic justice through data-driven policy.
The Center for Tax and Budget Accountability is a nonprofit, nonpartisan research
organization committed to advancing social and economic justice for all through evidence-based,
best practice public policy solutions that are sustainable over time. Our evidence-based research has

helped generate fundamental changes in education, healthcare, housing, economic development,
and tax policies in lllinois and nationwide.

Visit ctbaonline.org for more information.

ILEPI

ILLINOIS ECONOMIC POLICY INSTITUTE

The lllinois Economic Policy Institute is a nonprofit, nonpartisan research organization that
uses advanced statistics and the latest forecasting models to promote economic growth for
businesses and working families.

Visit illinoisepi.org for more information.


https://civicfed.org
https://cmap.illinois.gov
https://ctbaonline.org
https://illinoisepi.org

Agenda Item 4.03

H H 433 West Van Buren Street, Suite 450
W Chicago Metropolitan ki
N Agency fOf Plannlng cmapi.illinois.gov | 312-454-0400
MEMORANDUM
To: CMAP Regional Economy Committee
From: CMAP Staff
Date: June 26, 2025

Subject: Northeastern lllinois Development Database (NDD)

Action Requested:  Discussion

The Northeastern lllinois Development Database (NDD) tracks significant developments across
the seven-county region, documenting land consumption, number of housing units, non-
residential square footage, and land use types. It includes projects from proposal through
completion, providing key data for the Chicago Metropolitan Agency for Planning’s (CMAP)
forecasting and planning efforts.

The NDD web map also is a resource for municipalities, planners, and researchers.
Municipalities are encouraged to submit proposed, in-progress, or completed developments, as
all phases contribute valuable data for the model. helping improve regional land use planning,
supporting future infrastructure investments and ensuring development aligns with community
priorities.
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Agenda Item 4.04

: 1 433 West Van Buren Street, Suite 450
Chicago Metropolitan e
Agency fOF PIannlng cmap.illinois.gov | 312-454-0400
MEMORANDUM
To: CMAP Regional Economy Committee
From: CMAP Intergovernmental Affairs Staff
Date: June 26, 2025
Subject: Legislative update

Action Requested: Information

Strengthen Communities funding initiative

CMAP’s Strengthen Communities funding initiative, which appropriates $2M to the agency to support
the planning functions and programs required in the lllinois Regional Planning Act, was successfully
incorporated into the final FY26 budget. The FY26 budget appropriates $2M via the Department of
Human Services to CMAP for operational expenses. CMAP staff will work with DHS to access the funds
and utilize them to strengthen CMAP’s technical assistance offerings in alighment with the Regional
Planning Act.

FY26 Budget

The General Assembly passed the FY26 budget (SB2510) on May 31 in the final hours before scheduled
adjournment. Shortly after, the General Assembly passed companion budget implementation (HB1075)
and revenue (HB2755) legislation. The $55.2 budget increases spending by about 4% compared to the
current fiscal year. Included in this package is a S100M Budget Reserve for Immediate Disbursements
and Governmental Efficiencies (BRIDGE) fund to address any unanticipated delays in funding or failures
of revenue. The revenue package, totaling approximately $800M, included some new taxes on sports
betting, tobacco and vape products, and additional taxes on foreign and out-of-state corporations.
Taken together, the final budget package accounts for an approximate $500M shortfall in revenue
projections since the Governor put forward his FY26 budget proposal in February.

On June 16, Governor Pritzker signed into law the FY26 budget, along with companion budget
implementation and revenue legislation. These take effect on July 1, 2025.

Transit funding and reform

The General Assembly concluded its spring session without passing legislation to address transit funding
and reform. Representative Delgado (SB2111 HA1) and Senator Villivalam (HB3438 SFA2) each filed bills
in the final week of session addressing a series of governance reforms to the northeastern Illinois transit
system. The bills would create a new Northern Illinois Transit Authority (NITA) to oversee operations of
Metra, Pace, and CTA. The Senate bill also included several funding options that would raise revenues
for transit operations and capital.
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Following the introduction of a few amendments, the Senate bill passed by a vote of 32-22 during the
final moments of session. The House did not take up the Senate bill, nor did the House bill advance to a
floor vote.

Lawmakers are expected to work through the summer to address governance and funding issues raised
throughout the committee hearings and legislative debate.

The General Assembly is not scheduled to reconvene until veto session in the fall, although legislative
leadership have left the door open for a possible special session earlier if necessary.

Sales Tax Modernization

As a follow on to the Plan of Action for Regional Transit, CMAP and a coalition of lllinois policy and civic
organizations released Modernizing lllinois” Sales Tax: A pathway for a sustainable future, which outlines
the potential impacts of updating the state’s sales tax system to reflect current economic trends. The
report details how, by applying sales tax to more consumer services in alignment with peer states,
lllinois can address revenue shortfalls and ensure sustainable funding for essential public services like
public transit. The report concludes that reform could generate nearly $2 billion annually in new state
revenue and provide much needed financial support for local and state government.

CMAP staff and the paper’s co-authors are actively engaging with members of the Illinois General
Assembly and other key stakeholders to share key findings from the report and considerations for
implementation. These conversations aim to inform and guide legislators as they consider policy
decisions that seek to address fiscal challenges for essential public services.

General legislative activity
The General Assembly adjourned its regular session on May 31 and will return in the fall for the veto
session, scheduled for October 14-16 and 28-30.

CMAP staff tracks legislation before the General Assembly that impacts the region and is relevant to the
agency’s work. CMAP staff has outlined below key pieces of legislation passed during the recent regular
session that may be of interest to the Regional Economy Committee.

It should be noted this is not an exhaustive list of legislation tracked by CMAP staff. For more
information on other tracked legislation of interest, please contact Ryan Gougis, IGA Specialist at

rgougis@cmap.illinois.gov.

FY26 Budget, BIMP, and Revenue

SB2510 — FY26 Budget (Sen. Sims, Jr./Rep. Welch)

Description: Makes appropriations and reappropriations for capital and operating expenditures and
other purposes for State Fiscal Year 2026.

Status: Signed into Law on 6/16/2025 (Public Act 104-0003)

HB1075 — FY26 BIMP (Rep. Gabel/Sen. Sims)

Description: Creates the Fiscal Year 2026 Budget Implementation Act. Adds, deletes, and makes changes
to various statutory provisions as needed to implement the State budget for Fiscal Year 2026.

Status: Signed into Law on 6/16/2025 (Public Act 104-0002)

HB2755 — FY26 Revenue Omnibus (Rep. Tarver, ll/Sen. Villanueva)
Description: Makes changes to various Acts concerning the following revenue provisions: tax amnesty;
the business interest deduction; deposits into the Road Fund; civil penalties under the Environmental
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Protection Act; short-term rentals; tobacco products; grocery taxes; the 9-8-8 suicide prevention
system; marketplace facilitators and remote retailers; motor fuel taxes; affordable housing property tax
credits; and tobacco and cigarette taxes. Creates the American Hostage Tax Liability Postponement Act.
Creates the Advancing Innovative Manufacturing for Illinois Tax Credit Act. Creates the Digital
Advertisement Tax Act. Contains other provisions. Effective immediately, except that certain provisions
take effect July 1, 2025, certain provisions take effect January 1, 2026, and certain provisions take effect
January 1, 2027.

Status: Signed into Law on 6/16/2025 (Public Act 104-0006)

Transit Improvement

HB3094 — TRANSPORTATION BENEFIT PROGRAM (Rep. Mah/Sen. Villivalam)

Description: Amends the Transportation Benefits Program Act. Provides that the Act does not apply to a
covered employer in the construction industry with respect to employees with whom the covered
employer has entered into a bona fide collective bargaining agreement. Makes changes to definitions.
Status: Passed both Houses on 5/22/2025

Housing, Zoning, and Land Use

HB3616 — IHDA-AFFORDABLE HOUSING EXEMPT (Rep. Guzzardi/Sen. Guzman)

Description: SA1 amends the Affordable Housing Planning and Appeal Act. In provisions requiring the
Illinois Housing Development Authority to determine which local governments are exempt or not
exempt from the requirements of the Act, requires the Authority to collect data and make certain
calculations based on: (i) the total number of owner-occupied housing units in each local government
that are affordable to households with a gross household income that is at or below 30% of the median
household income within the county or primary metropolitan statistical area; (ii) the total number of
rental units in each local government that are affordable to households with a gross household income
that is at or below 30% of the median household income within the county or primary metropolitan
statistical area; (iii) the total number of owner-occupied housing units in each local government that are
affordable to households with a gross household income that is between 80% and 140% of the median
household income within the county or primary metropolitan statistical area; and (iv) the total number
of rental units in each local government that are affordable to households with a gross household
income that is between 60% and 80% of the median household income within the county or primary
metropolitan statistical area. Requires the lllinois Housing Development Authority to publish the
collected data for each local government in the State and for the State as a whole at least once every 5
years. Requires the lllinois Housing Development Authority to also compile the collected data into a
report and submit the report to the General Assembly. Provides that the collected data shall be for
informational purposes only and shall not factor into the determination of exempt local governments.
Expands the Act's list of legislative findings.

Status: Passed both Houses on 5/31/2025

SB2466 — OPEN LANDS-GRANTS TO GOVTS (Sen. Aquino/Rep. Evans, Jr.)

Description: Amends the Open Space Lands Acquisition and Development Act. Provides that a distressed
location project that is located within a distressed community shall be eligible for assistance of up to
100% for the acquisition of open space lands and for capital development and improvement proposals
that are in conformity with the purposes of the Act. Specifies that a project that is located within a
distressed community, regardless of whether the project is located within a distressed location, is
eligible for assistance up to 90% for the acquisition of open space lands and for capital development and
improvement proposals that are in conformity with the purposes of the Act. Provides that a distressed
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location project that is not located in a distressed community shall be eligible for assistance of up to 75%
for the acquisition of open space lands and for capital development and improvement proposals that
are in conformity with the purposes of the Act. Directs the Department of Natural Resources to
prioritize the making of grants under the Act for projects that are located in distressed locations and
distressed communities. Sets limits on the appropriated amounts that may be used for grants to
distressed communities and distressed locations. Repeals a provision that required the Department of
Natural Resources to prepare a Distressed Local Government Report. Repeals provisions that define
terms. Adds other definitions. Amends the lllinois Administrative Procedure Act. Grants emergency
rulemaking powers to the Department of Natural Resources. HA1 to SB2466 deletes all changes to the
Illinois Administrative Procedure Act. Changes the definitions of "distressed community" and "distressed
location" in the Open Space Lands Acquisition and Development Act. Deletes provisions regarding
emergency rules in the Open Space Lands Acquisition and Development Act. Makes technical changes.
Status: Passed both Houses on 5/31/2025
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