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Sales and Use Taxes

The “sales” tax actually consists of two matching pairs of taxes:

•  The retailers’ occupation tax, and the use tax.
•  The service occupation tax, and the service use tax.

The retailers’ occupation tax is imposed on gross receipts of retailers from 
sales of tangible personal property in Illinois.

The use tax is imposed on persons who use tangible personal property in 
Illinois.  If the property is bought from an Illinois retailer, the retailer col-
lects the use tax and uses it to pay the retailers’ occupation tax.  A person 
who buys property out of state, paying a lower rate of sales tax than would 
be due here, and then uses it in Illinois is liable for the difference as use 
tax.

The service occupation tax and service use tax are similar to the retailers’ 
occupation tax and use tax, but apply to tangible property received inci-
dent to buying a service.  There is no tax on the charge for the service.  For 
example, if a car is repaired, these taxes apply only to the prices of any re-
placement parts used, not to the labor.

If out-of-state sellers have offices or other facilities in Illinois, the Illinois 
Department of Revenue can require them to collect these taxes on their 
sales in Illinois.  Administered by Department of Revenue.  (35 ILCS 105/l 
ff. (use tax); 120/l ff. (retailers’ occupation tax); 110/l ff. (service use tax); 
and 115/l ff. (service occupation tax))

Rate and base:  6.25% of the purchase price (except on food and drugs, 
gasohol, blended ethanol, biodiesel, and biodiesel blends, as described be-
low).  The state keeps the part equal to 5% of the purchase price, and pays 
the remaining 1.25% to local governments as described below.

Retailers’ occupation tax exemptions
A rate of only 1% applies to food to be consumed off the premises (exclud-
ing alcoholic beverages; soft drinks and candy as defined in the law; and 
food prepared for immediate consumption on the premises); medicines and 
medical appliances (but not nonprescription cleaning and grooming prod-
ucts); and modifications to automobiles used by disabled persons.  That 1% 
goes to local governments.  Municipalities and counties can exempt food 
from this tax if it is sold below retail cost, for off-premises consumption, 
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by a nonprofit organization that requires buyers to do community service 
as a condition of buying.

For gasohol, the retailers’ occupation tax applies to only 80% of the price; 
no sales tax applies to fuel that is mostly ethanol.  The tax applies to 80% 
of the sales price on biodiesel blends with 1% to 10% biodiesel content; 
no tax applies to blends with over 10% biodiesel content.  These rates 
are to last through December 31, 2013.  If the tax rate is reduced to only 
the 1.25% for local governments (as it was from July 1 to December 31, 
2003), 100% of the sale price of gasohol and blends with 10% to 99% 
biodiesel will be taxed.

The state’s portion of the sales tax (5%) on regular motor fuels and gaso-
hol was suspended from July through December 2000.

The following classes of items are completely exempt from retailers’ oc-
cupation tax:

1.  Mandatory service charges to the extent they cover tips for persons 
directly involved in preparing, serving, hosting, or cleaning after a 
function for which the charges are imposed.

2.  Farm chemicals.
3.  New and used farm machinery (including farm wagons, trailers, and 

similar vehicles with gross weight up to 36,000 pounds, and appara-
tus for transporting or spreading chemicals) for production agricul-
ture, or for state or federal agricultural programs; facilities to propa-
gate, grow, or overwinter plants; and precision farm equipment such 
as soil sensors, computers, global positioning systems for soil testing 
and mapping, and equipment to collect data to formulate animal diets 
and farm chemicals.

4.  Motor vehicles, recreational vehicles, and vans designed to carry 7 
to 16 people, if they are to be rented out by a leasing company (see 
“Automobile Renting Occupation & Use Tax” on page 6).

5.  Motor vehicles sold in Illinois to nonresidents and not titled in Illi-
nois, for which drive-away permits are issued—if the state in which 
they will be titled has such an exemption for motor vehicles sold in it 
to Illinois residents.  If it has no such exemption, a tax is imposed at 
a rate equal to that other state’s tax on tangible personal property, but 
limited to the Illinois tax that would have otherwise been imposed.

6.  Newsprint and ink.
7.  All machinery, equipment, structures, and associated apparatus of a 

coal gasification operation.
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8.  Legal tender, currency, medallions, or gold or silver coins issued by 
Illinois, the U.S., or any foreign country; or bullion.

9.  Photoprocessing machinery and equipment, including repair and re-
placement parts.

10.  Photoprocessing products sold for use in commercial motion pic-
tures.

11.  Semen used for artificial insemination of livestock for direct agricul-
tural production.

12.  Some kinds of thoroughbred and standardbred horses used for breed-
ing and racing.  (No claim for credit or refund is allowed for taxes 
paid from May 30, 2000 through January 1, 2008, but the exemption 
applies for all other periods after May 30, 1995.)

13.  Equipment used for diagnosis, analysis, or treatment of hospital pa-
tients, and computers and communications equipment used for any 
hospital purpose, if bought by a lessor and leased for at least 1 year 
to a hospital having an active tax exemption number.

14.  Game or game birds bought at a game breeding and hunting pre-
serve.

15.  Motor vehicles donated to a recognized educational organization 
(such transactions formerly were treated as taxable).

16.  Motor vehicles weighing over 8,000 pounds and subject to the com-
mercial distribution fee (see “Driver’s License & Vehicle Fees” on 
page 28).  This exemption formerly applied to repair and replace-
ment parts if the vehicle qualifies for the rolling stock exemption 
described below.  The exemption was repealed for transactions on 
or after July 1, 2005.  But motor vehicles and trailers that previously 
qualified for the exemption will remain exempt if the taxpayer con-
tinues to pay the Commercial Distribution Fee in later registration 
years. 

17.  Through August 30, 2014, graphic-arts machinery, equipment, and 
replacement parts, and chemicals that act directly on graphic-arts 
products. 

18.  Building materials when used for real estate in a redevelopment proj-
ect within an intermodal terminal facility area (35 ILCS 120/2-6; see 
also 65 ILCS 5/11-74.4-3.1).  (Such an area may be designated by 
a municipality for purposes of developing new and/or rehabilitating 
obsolete intermodal terminal facilities.)

19.  Building materials when used for real estate in an enterprise zone as 
part of a building project that is exempt from sales tax. 

20.  Building materials that will be incorporated into a High Impact Busi-
ness location.
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21.  Building materials when used for real estate in a River Edge Rede-
velopment Zone certified by the Department of Commerce and Eco-
nomic Opportunity.

22.  Food for off-premises human consumption, and prescription and 
nonprescription medicines, medical appliances, and insulin, urine 
testing materials, syringes, and needles used by diabetics, if used 
by a person living on Medicaid in a licensed nursing home or a li-
censed facility for the mentally retarded or developmentally disabled 
(through June 30, 2011).

23.  Materials used in construction or maintenance of a community water 
supply operated by a nonprofit corporation having a water supply 
permit.

24.  Tangible personal property bought by a public facilities corporation 
to build or furnish a municipal convention hall, but only if legal title 
to the hall is transferred to the municipality without further payment 
by the municipality when the hall is completed or bonds issued by 
the corporation to finance the hall are retired.  

25.  Materials and components incorporated into or upon an aircraft as 
part of its modification, completion, repair, or maintenance by orga-
nizations that hold Air Agency Certificates, are empowered by the 
Federal Aviation Administration to operate an approved repair sta-
tion, and meet some other requirements.  

Sales in the following kinds of situations are also exempt:

1.  Sales to government bodies; charitable, religious, and educational 
organizations; and nonprofit corporations organized to provide recre-
ation to persons 55 or older.

2.  Isolated or occasional sales by persons other than retailers.
3.  Occasional dinners of charitable, religious, or educational organiza-

tions.
4.  Sales of property to interstate carriers for hire for use as rolling stock 

(trucks or trailers) in interstate commerce, or to lessors under leases 
of at least 1 year executed or in effect at the time of purchase to 
interstate carriers for hire for use as rolling stock in interstate com-
merce.  To qualify, over half of the vehicle’s total trips must be to 
transport people or property in movement that is part of an interstate 
trip, and the vehicle (unless a trailer) must have a gross weight rating 
over 16,000 lbs. or be a limousine.

5.  Sales of fuel consumed or used in ships, barges, or vessels used pri-
marily to transport persons or property on a river bordering Illinois, 
if the fuel is delivered while the ship, barge, or vessel is on that river.
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6.  Sales of jet fuel used in operating high-impact service facilities in 
enterprise zones where mail, freight, cargo, or other parcels are 
sorted, handled, and redistributed (to be effective for a period of at 
least 10 years to be determined by the Department of Commerce and 
Economic Opportunity).

7.  Sales of aviation fuel for flights beginning or ending outside the U.S.
8.  Sales of petroleum products if federal law prohibits the seller from 

charging tax.
9.  Sales of personal property to a nonprofit Illinois county fair associa-

tion for fair use.
10.  Sales of personal property by a teacher-sponsored student organiza-

tion affiliated with a school.
11.  Sales of machinery and equipment used for general maintenance and 

repair, or in-house manufacture, of exempt machinery and equip-
ment.  This includes up to 5% of the purchase price of production-
related tangible personal property that is sold from July 1, 2007 
through June 30, 2008 (no more than a total of $10 million in ex-
emptions may be given).

12.  Sales of machinery to operate other equipment in a computer-
assisted design (CAD) or computer-assisted manufacturing (CAM) 
system.

13.  Sales of repair and replacement parts, fuels, equipment, and supplies 
used in manufacturing processes, bought by a business certified by 
the Department of Commerce and Economic Opportunity and lo-
cated in an enterprise zone.

14.  Sales of personal property by nonprofit organizations organized to 
benefit people over 65.

15.  Sales to nonprofit arts or cultural organizations, including music 
and dramatic arts organizations, symphony orchestras and theatrical 
groups, local arts councils, visual arts organizations, and media arts 
organizations.

16.  Sales of flowers by wire from outside Illinois for delivery by Illinois 
florists.

17.  Sales of tangible personal property to a railroad, if transported out of 
Illinois for use elsewhere.

18.  Purchases of personal property by a lessor, if leased to a governmen-
tal body (with an active tax exemption number) for at least 1 year.

19.  Personal property sold at school fundraising events sponsored by 
volunteer entities that are recognized by a school district.

20.  Sales of property to be used for repair or rebuilding of aircraft at a 
maintenance facility operated by an interstate carrier, in a county of 
150,000 to 200,000 that contained three enterprise zones at the end 
of 1990, if other criteria are met.
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21.  Sales of aircraft that leave the state shortly after being made ready to 
fly, and are not based or registered in Illinois after the sale. 

22.  Sales to a public-facilities corporation for constructing or furnishing 
a municipal convention hall.

Use tax exemptions
The use tax does not apply to use of personal property that would be 
exempt from the retailers’ occupation tax, or to the following kinds of 
property:

1.  Property brought into the state for temporary use by a nonresident.
2.  Property already taxed in another state, to the extent of the tax paid 

there.
3.  Through June 30, 2011, temporary storage in Illinois of property 

acquired and later used outside the state, or that is altered and, as al-
tered, used outside the state.

4.  Building materials temporarily stored in Illinois, if acquired by a reg-
istered combination retailer and construction contractor, either inside 
or outside Illinois, and used by incorporating it into realty outside 
Illinois.

5.  Property acquired outside the state by a nonresident and used for at 
least 3 months before being brought into Illinois for use here.

6.  Used property moved to Illinois by a business not formerly operating 
in Illinois, if the property was bought and used in the business out-
side Illinois for at least 3 months.

7.  Motor fuel acquired outside Illinois and brought into the state in fuel 
supply tanks of locomotives engaged in freight hauling and passen-
ger service in interstate commerce.

8.  Motor vehicles weighing over 8,000 pounds and subject to the com-
mercial distribution fee (see “Driver’s License & Vehicle Fees” on 
page 28).  This exemption also applies to repair and replacement 
parts, if the vehicle qualifies for the rolling stock exemption.  This 
exemption ended for transactions after June 2005.  But motor ve-
hicles and trailers that previously qualified for the exemption remain 
exempt as long as the taxpayer continues paying the Commercial 
Distribution Fee in later registration years.  

9.  Aircraft temporarily located in Illinois (a) for pre-purchase evalua-
tion if they are not based or registered in the state after evaluation, 
or (b) for post-sale customization if they leave the state shortly after 
being made ready to fly, and are not based or registered in the state 
before or after customization.
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Service tax exemptions
A rate of only 1% applies to food prepared for immediate consumption 
and transferred incident to a sale of service by a licensed hospital, nurs-
ing home, child care facility, or facility for the mentally retarded or de-
velopmentally disabled.

Service transactions involving provision of the following kinds of prop-
erty are exempt from the service use and service occupation taxes:

1.  Personal property taxable under the retailers’ occupation or use tax, 
and tangible personal property offered for resale.

2.  Personal property that is essential for providing service for or by any 
governmental body or charitable, religious, or educational organiza-
tion, or a nonprofit corporation organized for the recreation of per-
sons 55 or older.

3.  Personal property that is essential for providing service by interstate 
carriers for hire for use as rolling stock in interstate commerce, or 
by lessors under leases of at least 1 year, executed or in effect at the 
time of purchase, to interstate carriers for hire as rolling stock mov-
ing in interstate commerce if at least 51% of the carrier’s total trips 
are used in transporting people or property and cross an Illinois state 
border.

4.  Property that is incorporated into other tangible personal property 
and sold in the regular course of business, or that is transported in 
interstate commerce to destinations outside Illinois (through June 
2011).

5.  Sales for the primary purpose of conveying news, with or without 
other information.

6.  Property acquired outside the state and moved into Illinois for use as 
rolling stock in interstate commerce, if at least 51% of the carrier’s 
total trips are used for transporting people or property and cross an 
Illinois state border.

7.  Property that cannot be taxed under federal law.
8.  Interim use of tangible personal property.
9.  Property temporarily used in the state by nonresidents.

10.  Property taxed in another state, but only to the extent of the tax paid 
there.

11.  Property temporarily stored in the state for later use outside the state, 
or rented and used outside the state.

12.  Property acquired outside the state at least 3 months before being 
used in Illinois.

13.  Machinery and equipment primarily used for manufacture or assem-
bly of tangible personal property for sale or lease.
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14.  Mandatory service charges to the extent they cover tips for persons 
directly involved in preparing, serving, hosting, or cleaning after a 
function for which the charges are imposed.

15.  New or used farm machinery for production agriculture, or for state 
or federal programs.

16.  All machinery, equipment, structures, and associated apparatus of a 
coal gasification operation.

17.  Motor vehicles designed to carry up to 10 people, if they are to be 
rented out by a leasing company.

18.  Property used for repairing railroad equipment that is transported 
outside Illinois for use elsewhere.

19.  Sale or transfer of property made on special order for an interstate 
carrier for hire that is received in Illinois, but is transported to and 
used outside Illinois.

20.  Personal property bought by a nonprofit Illinois county fair associa-
tion for fair use.

21.  Personal property sold by a teacher-sponsored student organization 
affiliated with an elementary or secondary school.

22.  Legal tender, currency, medallions, or gold or silver coins issued by 
Illinois, the U.S., or any foreign country, and bullion.

23.  Photoprocessing machinery and equipment, including repair and re-
placement parts.

24.  Machinery and equipment used for general maintenance and repair, 
or in-house manufacture, of exempt machinery and equipment.

25.  Machinery used to operate other equipment in a computer-assisted 
design (CAD) or computer-assisted manufacturing (CAM) system.

26.  Proceeds from sales of personal property by nonprofit organizations 
organized to benefit people over 65.

27.  Sales to nonprofit music or dramatic-arts organizations that present 
live performances on a regular basis.

28.  Aviation fuels bought for flights outside the U.S.
29.  Photoprocessing products used in commercial motion pictures.
30.  Motor vehicles weighing more than 8,000 pounds and subject to the 

commercial distribution fee (see “Driver’s License & Vehicle Fees” 
on page 28).  This exemption also applies to repair and replacement 
parts, if the vehicle qualifies for the rolling stock exemption.  But as 
stated under “Use tax exemptions” above, this exemption does not 
apply to new transactions after June 2005. 

31.  Graphic arts machinery, equipment, and replacement parts.
32.  Materials used in the construction or maintenance of a community 

water supply operated by a nonprofit corporation having a water 
supply permit.
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33.  Sales to a public-facilities corporation for constructing or furnishing a 
municipal convention hall.

34.  Tangible personal property bought by a public facilities corporation 
to build or furnish a municipal convention hall, but only if legal title 
to the hall is transferred to the municipality without further payment 
by the municipality when the hall is completed or bonds issued by the 
corporation to finance the hall are retired.  

35.  Materials and components incorporated into or upon an aircraft as part 
of its modification, completion, repair, or maintenance by organiza-
tions that hold Air Agency Certificates, are empowered by the Federal 
Aviation Administration to operate an approved repair station, and 
meet some other requirements.  

Through August 30, 2014, a manufacturer’s purchase credit may be earned 
for buying manufacturing machinery and equipment and construction ma-
terials that are incorporated into a manufacturing facility, and for graphic 
arts machinery and equipment.  The credit may be used to offset sales tax 
liability for buying production-related personal property and construction 
materials that do not otherwise qualify for the exemptions of machinery, 
equipment, or materials.  The credit is 50% of the price of manufacturing 
machinery or equipment to which that exemption did not apply.  The credit 
may not be claimed when buying production-related tangible personal 
property for which an exemption is received as described in “Retailers’ oc-
cupation tax exemptions” above.  

History:
 Year	 Rate

A retailers’ occupation tax was enacted	 1933 2   %
in 1933 at a rate of 2%.	 1935 3
	 1941 2

A use tax was added in 1955, and both	 1955 2.5
rates were set at 2.5%.	 1959 3

The service use tax and service	 1961 3.5
occupation taxes were added in 1961.	 1967 4.25

	 1969 4
	 1984 5
	 1990 6.25*

*  The 6.25% is a combined state-local rate.  The state keeps 80% (the first 5¢ per $1.00), and pays the 
other 20% (1.25¢ per $1.00) to local governments.  See “Distribution” on page 120.
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Rates of sales and use taxes on food and drugs were reduced from 4% to 
3% on January 1, 1980, and from 3% to 2% on January 1, 1981.  All food 
not for consumption on the premises, and all drugs, were completely ex-
empted from state sales and use taxation on January 1, 1984.  When the 
combined state-local rate of 6.25% took effect in 1990, a 1% state tax was 
imposed on food and drugs; its proceeds are transferred to local govern-
ments.

A 2003 act created the Aircraft Use Tax on the sale of airplanes (35 ILCS 
157/10-1 ff.).  Its rate is 6.25% of the purchase price, of which 1.25% is 
deposited into the Local Government Distributive Fund and the remainder 
to the General Revenue Fund.

A 2004 act created the Watercraft Use Tax (35 ILCS 158/15-1 ff.) at 6.25% 
of the price of watercraft acquired by gift, transfer, or purchase.  Proceeds 
go 20% to the State and Local Sales Tax Reform Fund, and 80% to the 
General Revenue Fund.  (Leased or rented watercraft are tangible personal 
property subject to the Retailers’ Occupation Tax.)

A tax amnesty program in fiscal year 2004 allowed taxpayers to pay out-
standing tax liabilities without penalty or interest.  Amnesty collections 
totaled $101,358,086.

Effective September 1, 2009, candy was excluded from the definition of 
“food for human consumption that is to be consumed off the premises 
where it is sold,” and products such  as soap, shampoo, toothpaste, and 
sunscreen were excluded from the definition of “nonprescription medicines 
and drugs,” causing them to be taxed at 6.25% rather than 1%. 
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State revenue collected

Fiscal Receipts  Fiscal Receipts 
 year (millions) Change year (millions) Change

2000 $6,602.0	 7.8%	 2005 $7,190.3 3.9%
2001 6,531.8	 -1.1	 2006 7,763.1 8.0
2002 6,617.0	 1.3	 2007 7,817.3 0.7
2003 6,563.4	 -0.8	 2008 7,935.5 1.5
2004 6,922.6	 5.5	 2009 7,470.5 -5.9

LRU Tax Handbook
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Distribution:
1.  80% of net revenue from 6.25% sales tax as follows:

(a)  1.75% to Build Illinois Fund;
(b)  3.8% to Build Illinois Fund to retire bonds;
(c)  0.27% to Illinois Tax Increment Fund;
(d)  80% of net tax revenue on Illinois coal bought by a new electric 

generating facility that received state financial aid, to the Energy 
Infrastructure Fund (for the first 25 years that the facility buys Il-
linois coal).

(e)  25% reserved for transfer to Common Schools Special Account 
Fund;

(f)  80% of net revenue from sales of products that were taxed at 1% 
until September 1, 2009 and then began to be taxed at 6.25%, to 
Capital Projects Fund. 

$
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(g)  Remainder to General Revenue Fund, with two transfers out:
(i)   3/32 of net revenue from counties and municipalities that 

have Downstate mass transit districts, to the Downstate Pub-
lic Transportation Fund.

(ii)  3/32 of net revenue from Madison, Monroe, and St. Clair 
Counties to the Downstate Public Transportation Fund.

In addition to those transfers of money from state sales tax revenues, the 
law calls for the state to match the following amounts of sales tax (and 
real estate transfer tax) collected by Chicago or the RTA, by transferring 
matching amounts to the Public Transportation Fund, which supports the 
RTA exclusively (70 ILCS 3615/4.09(b)(1)):

(i)    25% of net revenue from (a) 80% of the proceeds of a 1.25% 
tax in Cook County; (b) 75% of the proceeds of a 1% tax in 
Cook County; and (c) one-third of the proceeds of a 0.75% 
tax in the collar counties, to the Public Transportation Fund.

(ii)   5% of net revenue collected from the total RTA sales tax 
(and 5% of revenue transferred to the Chicago Transit Au-
thority from Chicago’s real estate transfer tax), to the Public 
Transportation Fund.

(iii)  Beginning January 1, 2009, 25% of net revenue from (a) 
20% of the proceeds from a 1.25% RTA sales tax in Cook 
County; (b) 25% of the proceeds from a 1% RTA sales tax 
in Cook County; (c) one-third of the proceeds from a 0.75% 
RTA sales tax in the collar counties; and (d) 25% of revenue 
transferred to the Chicago Transit Authority from Chicago’s 
real estate transfer tax, under an intergovernmental agree-
ment to be made, to the Public Transportation Fund.

2.  16% of net proceeds of the 6.25% sales tax to the Local Government 
Tax Fund.

3.  4% of net revenue from the 6.25% sales tax to the County and Mass 
Transit Fund.

Additional amounts specified by law are to be deposited in the Build Il-
linois Fund and the McCormick Place Expansion Project Fund.

Other taxes on sales
Federal:  None.
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Local:

Goods other than food and drugs:

Illinois law authorizes local governments to impose sales taxes, subject to 
the following provisions on rates:

Home-rule units	 0.25% or more in 0.25%
 	 increments (no statutory limit)

Non-home-rule municipalities	 0.25%, 0.50%, 0.75%, or 1.0% 
 	 for property tax relief or public 
 	 infrastructure

Regional Transportation	 1.00% maximum in Cook County;
Authority (RTA)	 0.75% maximum in DuPage, Kane, 
 	 Lake, McHenry, and Will Counties

DuPage County Water Commission	 0.25% maximum

Metro East Transit District	 0.25% maximum (any county in the 
 	 District may impose an additional 
 	 0.5% by referendum)

Metro-East Park and Recreation District	 0.1% maximum

Current rates of home-rule units, and numbers of units imposing them, are:

1.75%	 Cook County and the cities of DeKalb and Springfield
	 (Cook County’s rate drops to 1.25% in July 2010.)
1.50	 16 municipalities
1.25	 21 municipalities, including Chicago
1.00	 72 municipalities
0.75	 23 municipalities
0.5	 23 municipalities
0.25	 3 municipalities

The RTA and DuPage County Water Commission impose the maximum 
rates allowed.  The Madison County Metro East Transit District imposes 
0.25%, and the St. Clair County Metro East Transit District 0.75%.  The 
Department of Revenue collects these local taxes along with the 6.25% 
statewide tax.
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The Illinois Municipal Code authorizes non-home-rule municipalities by 
referendum to tax sales, except of food and drugs, for public infrastructure 
and/or property tax relief at rates of 0.25%, 0.5%, 0.75%, or 1.0%.  The Illi-
nois Department of Revenue collects those taxes for the municipalities that 
impose them (65 ILCS 5/8-11-1.1 and 5/8-11-1.3).  Over 80 municipalities 
impose such taxes.  A provision intended specifically for East Peoria allows 
it to impose a sales tax in 0.25% increments (65 ILCS 5/8-11-1.6); it im-
poses 1.25%.

Any county by referendum may impose a sales tax, except on food and 
drugs, for public safety, public facility, or transportation purposes in 0.25% 
increments.  The Illinois Department of Revenue collects those taxes (55 
ILCS 5/5-1006.5).  At least 34 counties impose them.

Any county (except Cook) by referendum may impose a sales tax in 0.25% 
increments up to 1%, except on food and drugs, for school facility purpos-
es.  Cass, Champaign, Schuyler, and Williamson Counties impose the tax 
at a 1% rate; Jo Daviess County’s rate is 0.5%.  The Illinois Department of 
Revenue collects such taxes. (55 ILCS 5/5-1006.7)

A municipality may designate an area as a business district and, if the area 
is found to be blighted and not likely to be developed without assistance, 
impose a sales tax within the district, except on food and drugs, in 0.25% 
increments up to 1% to fund plans and projects in the district.  The Illinois 
Department of Revenue collects those taxes.  (65 ILCS 5/11-74.3-6(b) and 
(c))

A flood prevention district (authorized to be formed by Madison, Monroe, 
and St. Clair Counties) may by ordinance impose a sales tax, except on 
food and drugs, of 0.25% for up to 25 years if the district board determines 
that an emergency exists regarding levee repair or flood prevention.  Funds 
are to be used to pay the costs of emergency levee repair and flood preven-
tion, and to secure the payment of bonds issued for those purposes.  Each of 
those counties currently imposes the tax.  The Illinois Department of Rev-
enue collects such taxes.  (70 ILCS 750/25)

Food and drugs:

The state collects a 1% tax on sales of food for consumption off the prem-
ises; food served in hospitals and nursing homes incident to providing other 
services; prescription and nonprescription drugs; and medical appliances.  
This tax is collected by the Department of Revenue and paid into the Lo-
cal Government Tax Fund for distribution to municipalities and counties.  
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The state does not keep any of this revenue.  In addition, Chicago is 
authorized to levy a tax on soft drinks, which the state collects; and the 
state collects sales taxes on food and drugs for three transit districts.  The 
Regional Transportation Authority imposes the maximum rates allowed.  
The St. Clair County Mass Transit District collects 0.75%, and the Madi-
son County Mass Transit District 0.25%.

Chicago (soft drinks only)	 0.25% or more in 0.25% increments 
	 (3.0% maximum)

Regional Transportation	 1.25% maximum in Cook County
Authority (RTA)	 0.75% maximum in DuPage, Kane, 
	 Lake, McHenry, and Will Counties

Metro East Transit District	 0.25% maximum (any county in the 
	 District may impose an additional 
	 0.5% by referendum)

A home-rule unit that does not impose a sales tax may tax gross receipts 
from the sale of alcoholic beverages, soft drinks, and food for immediate 
consumption.  The tax may not be collected within more than 1 square 
mile, and must have the written consent of at least three-fourths of the 
operators of businesses to be taxed.  It may be imposed in 0.25% incre-
ments up to 2%, for up to 25 years.  Proceeds may be used for parking 
facilities in the area taxed.  Those taxes are administered by municipali-
ties.

Other taxes up to 1% are authorized for specific purposes for Belvidere 
and Collinsville, and for Boone County.

Use Tax:

The increase in the general sales tax rate from 5% to 6.25% also in-
creased collections of use tax by 25% (1.25 ÷ 5).  That additional rev-
enue is distributed as follows:

(a)  20% to Chicago.
(b)  10% to RTA Occupation and Use Tax Replacement Fund.
(c)  0.6% to Madison County Mass Transit District.
(d) $37.8 million to Build Illinois Bond Account Fund (through FY 

2025).
(e)  The remainder to the Local Government Distributive Fund (distrib-

uted by population to local governments other than Chicago).
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Restaurants:

The Metropolitan Pier and Exposition Authority is authorized to impose 
a 1% retailers’ occupation tax on restaurant and carry-out food in the area 
of Chicago bordered by the Stevenson Expressway on the south, Ashland 
Avenue on the west, Surf Street on the north, and Lake Michigan on the 
east; and at O’Hare and Midway Airports.

The following tables list rates collected in each locality or area.  Rates of 
county taxes for public safety or school facilities, business district taxes, 
and flood prevention district taxes, as described above, are not included.

Items except food and drugs

		  Suburban		  Other	 Down-	 St.	 Madi- 
	 Chicago	 Cook Co.	 DuPage	 collar	 state	 Clair	 son

State	 5.00%	 5.00%	 5.00%	 5.00%	 5.00%	 5.00%	 5.00%
Municipal*	 1.00	 1.00	 1.00	 1.00	 1.00	 1.00	 1.00
County	 0.25	 0.25	 0.25	 0.25	 0.25	 0.25	 0.25
County home-rule 1.75**	 1.75**	 - -	 -	 - -
RTA 1.00	 1.00	 0.75 0.75	 -	 - -
DuPage water† -	 -	 0.25 -	 -	 - -
Metro East Transit  -	 -	 - -	 -	 0.75‡ 0.25‡

Metro East Park and
  Recreation -	 -	 - -	 -	 0.10 0.10
City home-rule∆ 1.25	 0.25-	 0.50- 0.50-	 0.50-	 0.25- 1.00- 
 	 1.50	 1.50 1.50	 1.75	 1.50 1.50

Totals 10.25%	 9.00-	 7.25- 7.00-	 6.25-	 7.10- 6.60-
 	 10.50%	 8.75% 8.50%	 8.00%	 8.60% 8.10%

*	 Revenues from the 1% tax go to municipalities, or to counties for sales made in unincorporated 
areas.

**	 These rates will drop to 1.25% on July 1, 2010.
†	 City of Chicago areas within DuPage County are not subject to the DuPage water tax.
‡	 The Metro East Transit District sales tax is levied only in townships that are part of the District. 
∆	 In 0.25% increments.
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Food and drugs

		  Suburban		  Other	 Down-	 St.	 Madi- 
	 Chicago	 Cook Co.	 DuPage	 collar	 state	 Clair	 son

State	 -	 -	 -	 -	 -	 -	 -
Municipal*	 1.00%	 1.00%	 1.00%	 1.00%	 1.00%	 1.00%	 1.00%
County 	 -	 -	 -	 -	 -	 -	 -
County home-rule	 -	 -	 -	 -	 -	 -	 -
RTA	 1.25	 1.25	 0.75	 0.75	 -	 -	 -
DuPage water†	 -	 -	 -	 -	 -	 -	 -
Metro East Transit	 -	 -	 -	 -	 -	 0.75‡	 0.25‡

Totals	 2.25%	 2.25%	 1.75%	 1.75%	 1.00%	 1.75%	 1.25%

*	 Revenues from the 1% tax go to municipalities, or to counties for sales made in unincorporated 
areas.

†	 City of Chicago areas within DuPage County are not subject to the DuPage water tax.
‡	 The Metro East Transit District sales tax is levied only in townships that are part of the District.

Other states’ taxes
Only five states do not impose general sales taxes:  Alaska, Delaware, 
Montana, New Hampshire, and Oregon.  

Basic (statewide) rates in the states with general sales taxes are:

Rate States

7.25   %	 California*

7.0  	 Indiana, Mississippi, New Jersey, Rhode Island, Tennessee
6.875	 Minnesota
6.85	 Nevada†

6.5	 Washington
6.25	 Illinois, Massachusetts, Texas
6.0	 Arkansas, Connecticut, Florida, Idaho, Iowa, Kentucky, Maryland, 
	 Michigan, Pennsylvania, South Carolina, Vermont, West Virginia
5.75	 North Carolina
5.6	 Arizona
5.5	 Nebraska, Ohio 
5.3	 Kansas
5.0	 Maine, New Mexico, North Dakota, Wisconsin
4.7	 Utah
4.5	 Oklahoma
4.225	 Missouri
4.0	 Alabama, Georgia, Hawaii, Louisiana, New York, South Dakota, 
	 Virginia,* Wyoming
2.9	 Colorado
*  California and Virginia also levy a 1% statewide local sales tax.  California’s rate is scheduled to 

decline to 6.25% on July 1, 2011.
†  Nevada’s rate will decline to 6.5% on July 1, 2011.
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Tire User Fee
The fee is imposed on the retail sale of new or used tires (except tires 
sold by mail; tires sold while mounted on a vehicle; and reprocessed 
tires).  Administered by Department of Revenue.  (415 ILCS 5/55.8)

Rate and base:  $2.50 per tire sold.

History:  The fee was first imposed on July 1, 1992 at $1 per tire.  In 
2003 it was raised to $2, and a 50¢ fee for the Emergency Public Health 
Fund was added.  The 50¢ fee was to end in 2008, but in 2007 became 
permanent.

State revenue collected

Fiscal Receipts  Fiscal Receipts 
year (millions) Change year (millions) Change

2000 $ 6.4	 4.9%	 2005 $17.0 13.3%
2001 6.5	 1.6	 2006 16.4 -3.5
2002 6.2	 -4.6	 2007 16.4 0.0
2003  6.7	 8.1	 2008 17.4 6.1
2004 15.0	 123.9	 2009 16.4 -5.7
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Distribution:
1.  10¢ kept by seller.
2.  10¢ to General Revenue Fund.
3.  50¢ to Emergency Public Health Fund. 
4.  Remaining $1.80 to Used Tire Management Fund. 

$
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Other taxes on tires
Federal:  A tax applies to heavy-duty tires (with maximum rated load ca-
pacity over 3,500 lbs.), in most cases at 9.45¢ per 10 lbs. over that capac-
ity; it expires in 2011.  (26 U.S. Code sec. 4071)

Local:  Chicago imposes a $1 fee on each new tire sold at retail, except 
by mail order or as part of a vehicle.  The city uses the proceeds to pay 
costs of regulating used tires and their effects.  (Chicago Municipal 
Code, sec. 11-4-142)

Other states’ taxes

 State Tax per tire 

Alaska	 $2.50	 ($5 if tire is spiked)
Illinois	 2.50
New York*	 2.50	 (expires January 1, 2011)
Arkansas	 2.00	 ($5 per truck tire)
Delaware	 2.00

Louisiana	 2.00	 ($5 per medium truck tire; $10 per off-road tire)
South Carolina	 2.00
California*	 1.75
Colorado	 1.50
New Jersey*	 1.50

Tennessee	 1.35
Alabama	 1.00
Florida*	 1.00
Georgia	 1.00	 (expires June 30, 2011)
Kentucky	 1.00	 (expires July 31, 2010)

Maine	 1.00
Mississippi	 1.00	 ($2 if tire is at least 24 inches wide)
Nebraska*	 1.00
Nevada	 1.00
Ohio	 1.00	 (expires July 1, 2011)

Oklahoma	 1.00	 ($2.50 if 171/2-191/2 inches wide; $3.50 if larger; 
		  $1 per motorcycle tire)
Pennsylvania	 1.00
Utah	 1.00	 (for tire up to 241/2 inches wide)
Virginia	 1.00	 (50¢ starting July 1, 2011)
Washington	 1.00
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 State Tax per tire 

Maryland* 0.80
Missouri 0.50	 (expires January 1, 2015)
Rhode Island 0.50
New Mexico 0.375	 (annual fee of $1.50 per automobile, $1 per 
 	 motorcycle, 50¢ per wheel on a bus)
Indiana* 0.25

Kansas* 0.25
South Dakota	 0.25	 (charged at vehicle registration)
Arizona*		  2% of price; limited to $2 per tire ($1 per tire 
		   on a motor vehicle if tire price is not stated 
		  separately)
North Carolina		  1% of price of tire with at least 20-inch 
		  diameter; 2% if smaller

*  These states appear to impose their fees on tires sold on motor vehicles as well as on replacement 
tires.

Tire User Fee
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Vehicle Use Tax

This tax is imposed on each motor vehicle given, transferred, or sold 
between private parties.  Administered by Department of Revenue.  (625 
ILCS 5/3-1001 ff.)

Rate and base

(a)  Vehicle valued under $15,000:

 Years since  Years since
 model year Tax model year Tax

 Up to 1	 $390	 7 $80
 2	 290	 8 65
 3	 215	 9 50
 4	 165	 10 40
 5	 115	 over 10 25
 6	 90

(b)  Vehicle valued at $15,000 or more:

 Sale price Tax Sale price Tax

 $15,000-19,999	 $   750	 $25,000-29,999	 $1,250
 20,000-24,999	 1,000	 30,000+	 1,500

(c)  $15 for a motor vehicle sold or transferred among immediate family 
members in administering an estate (except transfer to a surviving 
spouse), or in reorganizing a business with no change in beneficial 
ownership.

(d)  $25 for a motorcycle, motor-driven cycle, or mo-ped.  

Exemptions:
1.  Vehicles taxable under the use tax.
2.  Vehicles bought and used by government agencies, or by a society, 

association, foundation, or institution organized and operated exclu-
sively for charitable, religious, or educational purposes.

3.  Vehicles sold after issuance of junking certificates.
4.  Vehicles transferred to a surviving spouse.
5.  Vehicles for on-farm use only.
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History:  The tax was enacted in 1979 at $30 per vehicle.  In 1981 motor 
vehicles over 5 years old were exempted.  In 1985 the rate was changed 
to 5% of the selling price for vehicles up to 10 years old.  The current 
rates, based on vehicle age and selling price, took effect in 1988.  The tax 
will be discontinued when there are enough proceeds to retire the Build 
Illinois bonds.  A tax amnesty program in fiscal year 2004 allowed tax-
payers to pay outstanding tax liabilities without penalty or interest.  Am-
nesty collections totaled $183,589.

State revenue collected

Fiscal Receipts  Fiscal Receipts 
 year (millions) Change year (millions) Change

2000 $43.2	 0.5%	 2005 $37.1 -7.9%
2001 39.0	 -9.7	 2006 38.8 4.6
2002 43.4	 11.3	 2007 37.5 -3.4
2003 39.2	 -9.7	 2008 37.0 -1.3
2004 40.3	 2.8	 2009 32.3 -12.7
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Distribution:  $5 million per year to the Build Illinois Fund; remainder 
to the General Revenue Fund.

Other taxes on vehicle use
Federal:  None.

Local:  No local tax is authorized by statute, but a home-rule unit prob-
ably could impose one.

Other states’ taxes
Other states usually tax sales of motor vehicles between private parties at 
the same rates as other sales.

LRU Tax Handbook
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Video Gaming Tax

The state gets two kinds of revenue from licensed video gaming termi-
nals:  license fees, and the video gaming terminal tax.  Terminals covered 
include those that, upon insertion of cash, play or simulate play of a vid-
eo game (including video poker, line up, and blackjack) using a video 
display or microprocessors, in which a player may receive free games 
or credits redeemable for cash.  Such terminals do not include those that 
directly dispense cash or tokens, or are for amusement only.  They are 
authorized at alcoholic beverage establishments (except racetracks and 
riverboats), fraternal and veterans’ establishments, and large truck stops.  
Administered by Illinois Gaming Board.  (230 ILCS 40/1 ff.)

Rate and base:
1.  Video gaming terminal license fees:

 Manufacturer:	 $10,000
 Distributor:	 10,000
 Operator:	 5,000
 Supplier:	 2,000
 Technician:	 100
 Establishment:	 100
 Terminal:	 100
 Terminal handler:	 50

2.  Video gaming terminal tax: 
 

30% of net terminal income (gross revenue minus prizes paid)
 
History:  The tax took effect July 13, 2009.

Disposition
1.  License fees:  To the State Gaming Fund.
2.  Video gaming tax:

(a) Five-sixths to the Capital Projects Fund.
(b) One-sixth to the Local Government Video Gaming Distributive Fund 

for distribution to counties and municipalities that have video gaming.

Other taxes on video gaming
Federal:  The federal tax of 0.25% of the amount of any wager allowed 
by state law does not apply to wagers placed in a coin-operated device, 
or to any amount paid in lieu of inserting a coin, token, or similar object 
into such a device (26 U.S. Code subsec. 4402(2)).
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Local:  No tax is authorized by statute.  Home-rule units probably cannot 
collect license fees due to the restriction on licensing for revenue in the 
Illinois Constitution, Art. 7, subsec. 6(e).  A tax on net income of video 
gaming terminal operators probably would be invalid under the same 
provision as an occupation tax.

A non-home-rule unit may not charge a fee exceeding $25 per year for 
operation of a video gaming terminal. (230 ILCS 40/65)  

Other states’ taxes
At least six other states authorize video gaming at establishments other 
than racetracks or casinos.  Louisiana allows video draw poker devices 
in restaurants, bars, taverns, cocktail lounges, clubs, hotels, motels, and 
large truck stops.  It charges $250 annually per machine ($1,000 per ma-
chine at truck stops), and takes 22.5% to 32.5% of net machine revenue 
in taxes depending on the machine location.  Montana authorizes video 
poker, keno, and bingo machines in establishments licensed for alcohol 
and gambling.  The annual fee is $220 per machine, and the state col-
lects 15% of gross machine income.  In Nevada, video gaming and slot 
machines are allowed in bars, taverns, grocery stores, drugstores, conve-
nience stores, liquor stores, and casinos.  Operators must pay $250 annu-
ally for each such machine, plus additional fees based on the type of li-
cense and number of machines.  The state takes a percentage of monthly 
gross income from gambling, ranging from 3.5% of the first $50,000 to 
6.75% of income over $134,000.  Oregon authorizes video lottery ma-
chines in alcoholic beverage establishments and restaurants.  The annual 
fee is $135 per terminal, plus an amount based on net receipts.  The state 
takes about two-thirds of net video lottery revenue.  In South Dakota, 
bars and lounges may have video lottery machines, and each operator 
must pay annually the greater of $100 per machine or $1,000.  The state 
takes half of net machine income.  Finally, West Virginia allows video 
lottery at private clubs and some beer establishments.  The annual fee is 
$1,000 per terminal; the state also takes 30% to 50% of net income from 
video lottery depending on the amount of income.

Several states, including some of those listed above, also authorize video 
gaming at casinos and/or racetracks.  

Video Gaming Tax




