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A home's effective property tax rate is the percentage of home value paid in�
property taxes on an annual basis. The Illinois Tax Foundation, in association�
with the Taxpayers’ Federation of Illinois, is pleased to release its effective tax�
rate calculations for 89 communities throughout Illinois for 2008 property�
taxes paid in 2009. This is the most recent data available. Most counties�
provide the data to the Illinois Department of Revenue about a year after�
taxes are paid, and Cook County data is often not available until several�
months later.�

When we began releasing these calculations, we had data available for 60�
communities. Starting with our analysis of property taxes paid in 2006, we�
were able to include information for 29 additional communities where data�
had become available. The data from all 89 communities has now been�
compiled together. These communities have been chosen for their size, as�
well as to provide an accurate representation of the entire state.�

The calculation of an effective property tax rate for a community requires the�
following data analysis:�
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Step 1� – Obtain the adjusted median level of�
assessment for residential property for the�
township in which the community is located from�
the Department of Revenue.�

Step 2� – Multiply this value by the county’s�
“multiplier” to determine the community’s�
equalized assessment level for residential�
property. The Department of Revenue assigns a�
multiplier to each county to equalize�
assessments across the state, correcting for�
variations from the required median level of 33�
1/3%. When assessments in a county are within�
1% of the required level, they do not need to be�
adjusted and the county is given a multiplier of 1.�

Step 3�–Multiply the equalized assessment level�
by the full fair market value of the home to�
determine the equalized assessed value (EAV).�

Step 4� – Subtract the general homestead�
exemption, $5,500, from the equalized assessed�
value in all counties other than Cook. In Cook�
County, the median alternative homestead�
exemption for the appropriate triad, which�
ranges from approximately $22-28,000, is used.�
The result of this calculation is the adjusted�
equalized assessed value.�

Step 5� – Obtain the community’s aggregate tax�
rate. This information is provided by city in the�
Department of Revenue’s annual property tax�
report. The aggregate tax rate is the sum of�
property taxes extended for cities, counties,�
townships, fire protection districts, park districts,�
school districts, sanitary districts, airport�
authorities, and a host of other governmental�
entities.�

Step 6� – Multiply the adjusted equalized assessed�
value by the aggregate tax rate. This is the tax bill�
on the property.�

Step 7� – Divide the tax bill by the full fair market�
value of the home to find the effective tax rate.�
This report reflects the percentage change in�
effective tax rates between 2005 and 2008 for all�
89 communities, as well as the percentage�
change between 1998 and 2008 for the original�
60 communities for which data was available.�

In the chart on page 3, we reflect the effective�
tax burden on a home with a $250,000 fair�
market value. This value was chosen for our�
analysis of 2006 property taxes because it was�
close to the median home value at the time.�
While the median home value has decreased,�
the same value is used for consistency. It is�
important to note that this value may not reflect�
the median home value in particular�
communities. Varying home values have an�
impact on the effective tax rate because of the�
general homestead exemption.  For example, a�
$100,000 home taxed by the statewide average�
rate of 6.41% would see a savings of $353�
because of the homestead exemption, or a 17%�
reduction.  A $700,000 home taxed by the same�
rate receives the same savings of $353, but that�
amounts to only a 2% reduction of the overall tax�
bill.  Because the general homestead exemption,�
used in all counties other than Cook, is constant�
for all home values, it gives the same savings to�
all homeowners at the same tax rate. Tax rates�
of course vary between communities but the�
same rate is applied to all properties, taxed by�
the same governmental units, regardless of�
value differences within a community.  Cook�
County is the only county that utilizes the�
alternative homestead exemption, which varies�
by property value, and thus savings are not�
constant.�

The chart also reflects the effective rates for�
2008, 2005, and in the 60 original communities�
where data was available in 1998. The�
percentage change to 2008 accompanies the�
2005 and 1998 data.�
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Homestead exemptions reduce the�
equalized value of property to which one’s�
aggregate tax rate is applied, which in turn�
determines the property’s individual tax bill.�
Rates are determined at the county level to meet�
the budgetary needs of each unit of local�
government. The intent of the homestead�
exemption is to offer some property tax relief to�
those taxpayers who are eligible.  The exemption�
process does not generally impact the total�
property tax revenue of a district. However, it�

HOMESTEAD EXEMPTIONS: REDUCING TAXABLE EAV,�
INCREASING THE PROPERTY TAX RATE�
By Joe Sculley�

Joe Sculley is a graduate student in the practical track of political science at the University of Illinois at Springfield. He�
served as a Legislative Intern for Taxpayers’ Federation of Illinois during the spring legislative session and has�
continued as a Research Assistant over the summer months.�

NOTES FROM THE INSIDE. . .�

By J. Thomas Johnson�
This issue explores property tax issues that we have covered before in our Tax Facts, however with more�
recent data.  Every three years or so we calculate the effective property tax rate in various communities�
throughout the state for a typical homeowner.  Kurt Fowler, one of our interns this year, performed the�
current analysis.  His report ranks the highest effective tax rate in Illinois and compares that ranking to�
previous studies.  It is notable that the community with the lowest effective tax rate for a homeowner is�
again Illinois’ largest city, Chicago. Obviously, Chicago has significant commercial and industrial property�
value that shares the tax burden (although less and less over time as more of the city’s and in fact the�
state’s value is in the residential class). It is curious that most of the media discussion of property tax�
burden in the Chicagoland area is focused on the residential tax burden in Chicago, but as a�
measurement of market value of homes the facts are quite something else.�

The second article, written by our intern Joe Sculley from the University of Illinois in Springfield,  reports�
on the expanded use of homestead exemptions in the state to shelter from taxation some of the growing�
(not so much anymore) value of residential property value .  There is much discussion in Springfield on�
how to assure that those that deserve these exemptions get them and those who do not, in fact, do not.�
We are working with the Illinois Department of Revenue to review the current method of documenting�
exemption eligibility that could produce a more streamlined method.  We will report on these findings�
in future reports.�

does increase the property tax burden on�
property not eligible for the various types of�
homestead exemptions.�

Over the past decade the number and�
different types of homestead exemptions has�
increased significantly. This is having a direct�
impact on the amount of EAV that is used in the�
property tax formula which affects tax rates and�
makes the property tax system less transparent�
and much harder to understand. There are�
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Equalized Assessed Valuation (EAV)�
Property in Illinois is required to be assessed,�
for property tax purposes, at 33.3% of fair�
market value, with the exception of farmland�
which is required to be assessed on its�
productivity value. If the Illinois Department�
of Revenue determines that a county does�
not, on average, achieve that level of�
assessment then they certify to the county�
an equalization factor (county multiplier) to�
bring the average to that level. All assessed�
value of the county is then multiplied by that�
multiplier to produce the equalized value of�
the property (EAV). Most counties outside of�
Cook equalize at the township level to avoid�
a state multiplier.  Local equalization�
generally improves the equity of�
assessments within a county. Cook County�
uses a classification system that is different�
from the rest of the state in that they assess�
residential property at 10% of its fair market�
value and commercial and industrial�
property at a rate of 25% of the fair market�
value, which is then subject to the state�
multiplier. As a result of this classification�
system, Cook County cannot achieve the�
average level of 33.3%, thus the IDOR�
annually certifies a significant multiplier to�
Cook County.  In 2008 it had reached 2.9786,�
resulting in EAV’s close to 3 times the�
amount of the original assessments.�

Equalized Assessed Valuation�
of all property located in local�
government�

=�
Property�
Tax Rate�

PROPERTY TAX FORUMULA�
(without exemptions)�

Local Government’s Tax Levy�

Local Government’s Tax Levy�

Equalized Assessed Valuation�
of all property located in local�
government�—� Exemptions�

=�

PROPERTY TAX FORUMULA�
(with exemptions)�

Increased�
Property�
Tax Rate�(� )�

various justifications for the numerous�
exemptions such as home ownership, home�
improvement, veterans, disabled persons,�
seniors, etc.   These exemptions are all laudable,�
or at least politically necessary, especially in a�
time when the inflating value of residential�
property outpaced the value of non-residential�
property resulting in a shifting burden onto�
homeowners. The end result, however, is a more�
complex tax system with so many different�
exemptions it is hard to ensure that all intended�
beneficiaries obtain the benefits that they are�
entitled.�

 Before analyzing the effects of the�
exemption process there are a couple aspects of�
the property tax equation we should review.�
First, a unit of local government establishes the�
amount of property tax revenue that needs to be�
raised to fulfill its budgetary needs through the�
tax levy process for each taxing district, which is�
then filed with the County Clerk. The County�
Clerk then determines the tax rate for the district�
by dividing the target tax levy by the total taxable�
EAV of the district. The following formulas show�
how property tax rates are determined with and�
without exemptions:�

Higher tax levies by the district add to the�
numerator, whereas exemptions subtract from�
the denominator, both of which increase the�
local government’s property tax rate. The�
amount of EAV being eliminated from the�
denominator through homestead exemptions�
has been growing at a dramatic rate thus leading�
to higher rates for everyone.�
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 Taking EAV out of the property tax formula�
increases the rate for the remaining taxable�
base. In 2000, the amount of EAV exempt from�
property taxes through homestead exemptions�
was $14.3 billion and has grown to $43.9 billion�
in 2008. This is a $29.6 billion increase of annual�
untaxed property value since 2000, representing�
a growth of 207% in eight years. In 2000,�
homestead exemptions represented a 6.56%�
reduction in  total state EAV which jumped to�
11.34% in 2008. Cook County’s total EAV�
reduction increased from $5.7 billion in 2000 to�
$27.2 billion in 2008 (375% increase). The collar�

counties had a total EAV reduction increase from�
$3.2 billion in 2000 to $6.8 billion in 2008 (112%�
increase). In 2000, the rest of Illinois had a total�
EAV reduction $5.4 billion and in 2008 their EAV�
reduction totaled $9.9 billion (84% increase).�
See�Chart 1� for increases in EAV reduction over�
time.  It is important to note that although there�
have been dramatic differences in the growth�
rate in total exempt value in different parts of�
the state, it does not impact the geographical�
distribution of the property tax burden.   The�
property tax is a local tax and therefore the�

shifting burden in a community is transferred �
onto the   classes of property not benefited (i.e.�
commercial and industrial)  and onto those in the�
benefited class (i.e. residential) that are not�
eligible for the exemption or to a lesser�
exemption.�

In 2000, the average EAV reduction�
through general homestead exemptions for Cook�
County was $4,464 which has since increased to�
$20,835 in 2008 (367% increase). The collar�
counties’ average reduction in 2000 was $3,490�
which increased to $5,495 in 2008 (57%�

increase). The rest of the state�
had an average $3,333 in 2000�
and in 2008 the average�
reduction was $5,395 (62%�

increase). The increases in EAV�
reduction that is observable in�
general homestead�
exemptions is mirrored in the�
senior citizens homestead�
exemption, and even further in�
the senior citizens assessment�
freeze homestead exemptions�
(SCAFHE) where average EAV�
reductions in Cook County�
have grown from $7,214 in�
2000 to $46,215 (540%�
increase) in 2008. The collar�
counties EAV reduction�

through SCAFHE has grown from $6,234 to�
$23,291 (273% increase) and the rest of the state�
accounting for increases from $4,142 to $8,456�
(204%) in the same period of time.�Chart 2�
reflects the growth in EAV reduction through�
homestead exemptions.�

 The growth in the overall amount of EAV�
being exempt can be explained through the�
growth of the housing value bubble and by the�
different types of homestead exemptions that�
have been created over the past decade. The�

CHART 1.  Reduction Through Homesteads, 2000-2008�
         ($ in billions)�

Source: Illinois Department of Revenue�
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CHART 2�

Source: Illinois Department of Revenue�



10 • Tax Facts • July/August 2011�

General Homestead Exemption was created in�
1977, in addition to the Senior Citizens�
Exemption which was created in 1971 and the�
Homestead Improvement Exemption which was�
created in 1975. Since 1977 the homestead�
exemption program has been expanded to�
include the following:�

•  Senior Citizens’ Assessment Freeze�
Homestead Exemption - 1994�

• Alternative General Homestead Exemption�
- 2003 (Cook County Only)�

• Long-Time Occupant Homestead�
Exemption- 2007 (Cook County Only)�

• Disabled Persons’ Homestead Exemption -�
2007�

• Disabled Veterans’ Standard Homestead�
Exemption – 2007�

• Returning Veterans’ Homestead�
Exemptions – 2007�

 The implementation of these exemptions�
has had a direct impact on the increase in the�
amount of EAV exempt in the property tax�
formula. The alternative general homestead�
exemption is, by far, the largest contributor to�
the dramatic increase in EAV reduction visible in�
Cook County.�Cook County’s large increase in the�
amount of EAV exemptions compared to the rest�
of the state, is due primarily to the alternative�
homestead exemption enacted in 2003. This�
exemption puts a 7% cap on the amount of EAV�
increase subject to tax each year. Any increase in�
EAV in excess of the 7% cap is the amount of the�
alternative homestead exemption, subject to a�
maximum exemption value which varies�

dependent upon the tax year.�1�   What this does is�
cause an increased tax rate on all EAV, including�
on those who qualify for the exemption�
(although they now have a lower taxable EAV so�
the impact is less). The reason Cook County was�
able to adopt the alternative homestead�
exemption is because they have a large enough�
non-residential tax base to accept the tax burden�
shift.�

The value of residential, commercial and�
industrial property grew at a different pace�
during the housing bubble. This is most apparent�
in Cook County where between the years 2000�
and 2008, the residential EAV increased by 184%�
compared to increases in commercial property�
EAV of 56% and 124% for industrial property. In�
the same time period the collar counties�
residential property EAV increased by 105%,�
commercial increased by 67% and industrial EAV�
increased by 68%. The remaining part of the state�
realized increases of 70% in residential value,�
commercial of 53% and industrial of 39% (�Chart�
3�on page 12). Cook County’s residential EAV�
grew at a much faster rate than any other class of�
property anywhere in the state and the�
implementation of the alternative homestead�
exemption helps explain why Cook County’s�
average reduction has increased by much more�
than any other area in Illinois.�

In summation, homestead exemptions�
shift the property tax burden away from those�
who receive their benefit and onto properties�
that are not eligible for the exemption. Any�
decrease in the amount of taxable EAV will create�
a higher tax rate, thus shifting the burden to�
different types of property or within the�
residential class for those who are ineligible or�
are receiving a smaller exemption value. Those�
who do not qualify for exemptions, such as rental�

1�  For more information on the alternative homestead exemption and any�
variations of the exemption by district please visit�http://�
www.revenue.state.il.us/localgovernment/propertytax/taxrelief.htm�

(Cont’d. on page 12)�
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property owners and commercial and industrial�
businesses suffer most of the burden shift�
because they are paying a higher property tax�
rate on their full taxable value.�
Even those who do qualify for�
the homestead exemption do�
not get the full tax reduction�
since the tax rate applied to�
their taxable value is higher as�
a result of the total exempt�
value through homestead�
exemptions. We should be�
mindful of these facts in�
further discussions and�
expansions of homestead�
exemptions. Helping those�
who could really benefit from�
an EAV reduction in their�
property tax formula is an�

admirable goal, but we must remember that the�
end result of these exemptions is a higher�
property tax rate for everyone.�

(Cont’d. from page  10)�

CHART 3.  EAV by Class,�($ in billions)�
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