SUMMARY OF UIC GFRC’S RESEARCH ON THE ILLINOIS PERSONAL PROPERTY
REPLACEMENT TAX

The research team was asked to examine whether reform of the Personal Property
Replacement Tax (PPRT) had the potential to significantly improve the Cook County property
tax system.

What is the PPRT?

In conjunction with ratification of the 1979 Illinois State Constitution, Illinois abolished the
personal property tax (PPT), which levied a tax on business personal property such as
equipment and machinery.

This PPT was replaced with a personal property replacement tax (PPRT), which substituted an
income tax on businesses for a property tax on personal property. The tax rate is 2.5% on
stand-alone businesses (e.g., Amazon, Inc.) and 1.5% on so-called “pass-through entities,”
such as partnerships and S-corps for which the business’s income is imputed to the owners.
This revenue is collected by the state and distributed to local governments.

How Illinois splits PPRT revenue

Revenue distribution from the PPRT remains frozen in time from the statute’s passage: 51.65%
of PPRT revenues flow to Cook County, a value based on its 1976 business tax base, while
48.35% goes to the rest of Illinois. Distribution among local governments is also based on the
relative size of the tax base (in 1976 for Cook County and in 1977 for the remainder of the
state). Approximately half of PPRT funds—in both Cook County and downstate Illinois—goes to
school districts and one quarter goes to general purpose municipalities.



Share of Cook County PPRT by Type of Taxing Agency

School

Municipality

Park District

County

Sanitary District

Community College

Forest Preserve

Township

Other

Fire

Library

Mosquito

0% 10% 20% 30% 40% 50%

Magnitude of PPRT revenue

In 2023, local governments in Cook County received approximately $2.3 billion from the PPRT
fund. By way of comparison, Cook County’s property tax revenues are approximately $17.4
billion. Thus, while orders of magnitude smaller than property tax revenue, PPRT funding
remains a material source of local transfers from the state.

PPRT volatility

The PPRT is a corporate income tax and thus is equally volatile.
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Recent concerns about PPRT volatility do not reflect a long-run feature of the tax. This concern
is discussed further below.

PPRT controversies

PPRT is controversial for two reasons, one fleeting and one systemic:

1. The fleeting issue is that passage of the Tax Cuts and Jobs Act changed the deductibility
of state and local taxes (SALT). The states responded to this development by allowing
pass-through businesses to take their SALT deduction at the organization level to avoid
the new cap. This complexity was exacerbated by record-keeping challenges that
injected temporary uncertainty into PPRT distributions.

2. The systemic issue is that any change to the PPRT would create winners and losers
because the current distribution formula reflects the economy of the 1970s, not 2025.
On the one hand, if new PPRT calculations were based on commercial property values,
Cook County would stand to gain hundreds of millions of dollars. However, if PPRT were
distributed based on employment or population, Cook County’s local governments would
lose PPRT revenue.

While the first challenge, volatility in PPRT distributions, was temporary and based on ad hoc
nation-wide adjustments to federal tax policy, the second controversial aspect of the PPRT—
fixed distribution percentages—is inherently political because any reform will create winners and
losers among local governments.



Possibility of PPRT reform

The research team advised that any attempt to reform the PPRT would be likely to face
substantial obstacles. First, it would directly affect the state school aid formula. Second, there
would be clear winners and losers. Between these two challenges, any successful attempt to
reform the PPRT likely would need to be part of a broader overhaul of state transfers to local
governments.
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