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Chicago Enacts Significant Tax Changes, Including a Social Media Tax

After a few weeks of contentious dialogue between the Chicago City Council and Mayor Brandon Johnson, the City of Chicago has enacted significant tax changes effective January 1, 2026, as part of the newly passed 2026 Revenue Ordinance, with a few taxes coming into effect later in the year. 

Among the more significant changes, the rate for the Personal Property Lease Transaction Tax – which applies to leases of personal property, including cloud computing - will increase from 11% to 15%.  Chicago also became the first taxing authority in the U.S. to adopt a Social Media Amusement Tax to be imposed exclusively on social media companies.  This new tax applies to businesses that collect consumer data on more than 100,000 Chicago residents within a calendar year. The rate of the tax is $0.50 per the number of Chicago consumers per calendar month in excess of 100,000. The tax is payable monthly with annual tax returns required.  The first filing period covers January to June 2026, due by August 17, 2026. 

The revenue ordinance also adopted an Internet and Mobile Sports Wagering Amusement Tax, which applies to adjusted gross receipts from sports wagers placed either within the city limits or near authorized sports facilities, as well as through internet or mobile applications. The rate is 10.25% of the adjusted gross sports wagering receipts from sports wagers. Payments for the tax must be made monthly, and annual returns are required, with the same initial filing period and due date as the social media tax.  The Sports Betting Alliance, an advocacy group for several of the nation's major sportsbooks, has already sued Chicago over the tax, claiming that the tax violates state and federal law.  The Sports Betting Alliance withdrew its request for a temporary restraining order, so the tax is currently in effect, but the plaintiff’s challenge to the legality of the tax will move forward.

Additionally, a new Liquor Tax applies to the off-premises purchase or use of alcoholic beverages. The rate of the tax is 1.5% of the purchase price, exclusive of any other tax charged for such alcoholic beverages. Retail dealers are responsible for collecting and remitting this tax to the city’s Department of Finance. The first tax return will cover the period from March 1 through June 30, 2026, due by August 17, 2026. 
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