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AN ACT concerni ng taxes.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

ARTI CLE 10

Section 10-1. Short title. This Article may be cited as

the Aircraft Use Tax Law.

Section 10-10. Definition. For the purposes of this Law,
"Departnent” neans the Departnent of Revenue of the State of

[11inois.

Section 10-15. Tax inposed. Atax is hereby inposed on
the privilege of wusing, in this State, any aircraft as
defined in Section 3 of the Illinois Aeronautics Act acquired
by gift, transfer, or purchase after June 30, 2003. This tax
does not apply (i) if the use of the aircraft 1is otherw se
taxed wunder the Use Tax Act; (ii) if the aircraft is bought
and used by a governnental agency or a society, association,
foundation, or institution organized and operated exclusively
for charitable, religious, or educational purposes; (iii) if
the use of the aircraft is not subject to the Use Tax Act by
reason of subsection (a), (b), (c), (d), or (e) of Section
3-55 of that Act dealing with the prevention of actual or
likely nultistate taxation; or (iv) if the transfer is a gift
to a beneficiary in the admnistration of an estate and the
beneficiary is a surviving spouse. The rate of tax shall be
6.25% of the selling price for each purchase of aircraft that
qgualifies under this Law. For purposes of calculating the tax
due wunder this Law when an aircraft is acquired by gift or
transfer, the tax shall be inposed on the fair market value

of the aircraft on the date the aircraft is acquired or the
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date the aircraft is brought into the State, whichever is
later. Tax shall be inposed on the selling price of an
aircraft acquired through purchase. However, the selling
price shall not be less than the fair market value of the
aircraft on the date the aircraft is purchased or the date

the aircraft is brought into the State, whichever is |later.

Section 10-20. Returns. The purchaser, transferee, or
donee shall file a return signed by t he pur chaser,
transferee, or donee with the Departnment of Revenue on a form
prescribed by the Departnment. The return shall contain
substantial ly t he foll ow ng paragraph and such other

informati on as the Departnent nmay reasonably require:

VERI FI CATI ON
| declare that | have examned this return and, to the
best of ny know edge, it is true, correct, and conplete. |
understand that the penalty for wllfully filing a false
return shall be a fine not to exceed $1, 000 or inprisonnment
in a penal institution other than the penitentiary not to
exceed one year, or both a fine and inprisonnent.
Dat e Si gnat ure of purchaser,
transferee, or donee
The return and paynent fromthe purchaser, transferee, or
donee shall be submtted to the Departnent within 30 days
after the date of purchase, donation, or other transfer or
the date the aircraft is brought into the State, whichever is
later. Paynment of tax shall be a condition to securing
registration of the aircraft fromthe D vision of Aeronautics
of the Departnent of Transportation.
When a purchaser, transferee, or donee pays the tax
i nposed by Section 10-15 of this Law, the Departnent (upon
request therefor fromthe purchaser, transferee, or donee)

shal | i ssue an appropriate receipt to the purchaser
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transferee, or donee showi ng that he or she has paid such tax
to the Departnent. The receipt shall be sufficient to relieve
t he purchaser, transferee, or donee from further Iliability

for the tax to which the receipt may refer.

Section 10-25. Filing false or inconplete return. Any
person required to file a return under this Law who willfully
files a false or inconplete returnis guilty of a Cass A

m sdeneanor.

Section 10-30. Determning selling price. For the purpose
of assisting in determning the validity of the "selling
price" reported on returns filed with the Departnent, the
Department may furnish the follow ng information to persons
wi th whom the Departnent has contracted for service related
to making that determ nation: the selling price stated on the
return;, the aircraft identification nunber; the year, the
make, and the nodel nanme or nunber of the aircraft; the

purchase date; and the hours of operation.

Section 10-35. Powers of Department. The Departnent shal
have full power to admnister and enforce this Law, to
collect all taxes, penalties, and interest due hereunder; to
di spose of taxes, penalties, and interest so collected in the
manner hereinafter provided, and to determne all rights to
credit nmenoranda or refunds arising on account of the
erroneous paynent of tax, penalty, or interest hereunder. In
the admnistration of, and conpliance with, this Law, the

Departnent and persons who are subject to this Law shall have

the sanme rights, renedies, privileges, immunities, powers,
and duti es, and be subject to the sanme conditions,
restrictions, limtations, penalties, and definitions of

terms, and enploy the same nodes of procedure, as are

prescribed in the Use Tax Act, as now or hereafter anmended
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(except for the provisions of Section 3-70), which are not
inconsistent with this Law, as fully as if the provisions of
the Use Tax Act were set forth in this Law. In addition to
any other penalties inposed under |aw, any person convicted
of violating the provisions of this Law, shall be assessed a

fine of $1, 000.

Section 10-40. Paynents to Local Governnent Distributive
Fund and General Revenue Fund. The Departnent of Revenue
shall each nonth, upon collecting any taxes as provided in
this Law, pay the noney collected fromthe 1.25% portion of
the 6.25%rate into the Local Government Distributive Fund, a
special fund in the State treasury. The remainder shall be

paid into the General Revenue Fund.

Section 10-45. Rules. The Departnent shall have the
authority to adopt such rules as are reasonabl e and necessary

to inplenment the provisions of this Law

Section 10-905. The Retailers' Cccupation Tax Act is

anended by changi ng Section 1c as foll ows:

(35 ILCS 120/ 1c) (from Ch. 120, par. 440c)
Sec. 1c. A person who 1is engaged in the business of

| easing or renting notor vehicles or, beginning July 1, 2003,

aircraft to others and who, in connection with such busi ness

sells any used notor vehicle or _aircraft to a purchaser for

his use and not for the purpose of resale, is a retailer
engaged in the business of selling tangi ble personal property
at retail under this Act to the extent of the value of the

vehicle or aircraft sold. For the purpose of this Section

"nmotor vehicle" has the nmeaning prescribed in Section 1-157
of the 1Illinois Vehicle Code, as now or hereafter anended.

For the purpose of this Section "aircraft" has the neaning
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prescribed in Section 3 of the Illinois Aeronautics Act.
(Not hing provided herein shall affect Iliability incurred

under this Act because of the sale at retail of such notor

vehicles or aircraft to a | essor.)

(Source: P.A 80-598.)

Section 10-910. The Illinois Aeronautics Act is anended

by changi ng Section 42 as foll ows:

(620 ILCS 5/42) (fromCh. 15 1/2, par. 22.42)

Sec. 42. Regulation of aircraft, airnmen, and airports.

(a) The general public interest and safety, the safety
of persons operating, using, or traveling in, aircraft, and
of persons and property on the ground, and the interest of
aeronautical progress require that aircraft operated wthin
this State should be airworthy, that airnmen should be
properly qualified, and that air navigation facilities should
be suitable for the purposes for which they are designed.
The purposes of this Act require that the Departnent should
be enabl ed to exercise the powers of regulation and
supervision herein granted. The advant age of uni form
regulation makes it desirable that aircraft operated within
this State should conform wth respect to desi gn,
construction, and airworthiness to the standards prescribed
by the United States Governnent wth respect to civi
aircraft subject to its jurisdiction and that per sons
engaging in aeronautics wthin this State should have the
qual i fications necessary for obt ai ni ng and hol di ng
appropriate airman certificates of the United States. It is
desirable and right that all applicable fees and taxes shall
be paid with respect to aircraft operated within this State.

(b) In light of the findings in subsection (a), the
Departnent is authorized:

(1) To require the registration, every 2 years, of
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f eder al licenses, certificates or permts of «civil
aircraft engaged in air navigation wthin this State, and
of airmen engaged in aeronautics wthin this State, and
to i ssue certificates of such registration. These
certificates of registration constitute the authorization
of such aircraft and airnmen for operations wthin this
State to the extent permtted by the federal |icenses,
certificates or permts so registered. It shall charge a
fee, payable every 2 years, for the registration of each
federal |icense, certificate or permt of $10 for each
airman's certificate and $20 for each aircraft
certificate. It may accept as evidence of the holding of
a federal license, <certificate or permt the verified
application of the airman or the owner of the aircraft,
which application shall contain such information as the
Department may by rule, ruling, regulation, order or
deci si on prescri be. The Departnment's authority to
regi ster aircraft or to i ssue certificates of
registration is limted as foll ows:

(1) Except as to any aircraft vehi cl e
purchased before March 8, 1963, the Departnent, in
the case of the first registration of any aircraft
vehicle for any given owner on or after March 8,
1963, may not issue a certificate of registration
with respect to any aircraft vehicle until after the
Department has been satisfied that no tax under the

Use Tax Act, the Aircraft Use Tax Law, the Muini ci pal

Use Tax Act, or the Hone Rule County Use Tax Law is
owng by reason of the wuse of the vehicle in
IIlinois or that any tax so i nposed has been paid. A
recei pt issued under those Acts by the Departnent of
Revenue constitutes proof of paynent of the tax. For
t he purpose of this paragraph, "aircraft vehicle"

means a single aircraft.
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(i) 1f the proof of paynent of the tax or of
nonliability therefor is, after the issuance of the
certificate of registration, found to be invalid,
the Departnent shall revoke the certificate and
require that the certificate be returned to the
Depart nent .

(2) To classify and approve airports and restricted
| andi ng areas and any alterations or extensions thereof.
Certificates of appr oval issued pursuant to this
par agr aph, or pursuant to any prior |law, shall be issued
in the name of the applicant and shall be transferable
upon a change of ownership or control of the airport or
restricted landing area only after approval of the
Department. No charge or fee shall be made or inposed for
any kind of certificate of approval or a transfer
t her eof .

(3) To revoke, tenporarily or permanently, any
certificate of registration of an aircraft or airmn
issued by it, or to refuse to issue any such certificate
of registration, when it shall reasonably determ ne that
any aircraft is not airworthy, or that any airnman:

(1) 1is not qualified;

(i) has willfully violated the laws of this
State pertaining to aeronautics or any rules,
rulings, regulations, orders, or decisions issued
pursuant thereto, or any Federal |aw or any rule or
regul ati on i ssued pursuant thereto;

(ti1) is addicted to the use of narcotics or
ot her habit formng drug, or to the excessive use of
i ntoxicating |iquor;

(tv) has made any false statenent in any
application for registration of a federal I|icense,
certificate or permt; or

(v) has been guilty of other conduct, acts, or
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practices dangerous to the public safety or the
safety of those engaged in aeronautics.

(c) The Departnent nmay refuse to issue or nmay suspend
the certificate of any person who fails to file a return, or
to pay the tax, penalty or interest showmn in a filed return,
or to pay any final assessnent of tax, penalty or interest,
as required by any tax Act admnistered by the Illinois
Depart ment of Revenue, until such tinme as the requirenents of
any such tax Act are satisfied.

(Source: P.A 92-341, eff. 8-10-01.)

ARTI CLE 50

Section 50-22. The Use Tax Act is anended by changing

Sections 2a, 3-5, 3-7, and 3-85 as foll ows:

(35 ILCS 105/ 2a) (from Ch. 120, par. 439.2a)

Sec. 2a. "Pollution control facilities" neans any system
met hod, construction, device or appliance appurtenant thereto
sol d or used or intended for the primry purpose of
elimnating, preventing, or reducing air and water pollution
as the term"air pollution" or "water pollution"” is defined
in the "Environnmental Protection Act", enacted by the 76th
General Assenbly, or for the primary purpose of treating,
pretreating, nodifying or disposing of any potential solid,
liquid or gaseous pollutant which if released w thout such
treatnent, pretreatnent, nodification or disposal maght be
harnful, detrinmental or offensive to human, plant or anim
life, or to property.

Until July 1, 2003, the purchase, enploynment and transfer

of such tangible personal property as pollution control
facilities is not a purchase, use or sale of tangible
personal property.

(Source: P.A 76-2447.)
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(35 I'LCS 105/ 3-5) (fromCh. 120, par. 439.3-5)

Sec. 3-5. Exenptions. Use of the following tangible
personal property is exenpt fromthe tax i nposed by this Act:

(1) Personal property purchased from a corporation
soci ety, associ ati on, f oundati on, institution, or
organi zation, other than a limted liability conpany, that is
organi zed and operated as a not-for-profit service enterprise
for the benefit of persons 65 years of age or older if the
personal property was not purchased by the enterprise for the
pur pose of resale by the enterprise.

(2) Personal property purchased by a not-for-profit
II'linois county fair association for wuse in conducting,
operating, or pronoting the county fair.

(3) Personal property purchased by a not-for-profit arts
or cultural organization that establishes, by proof required
by the Departnent by rule, that it has received an exenption
under Section 501(c)(3) of the Internal Revenue Code and t hat
is organized and operated primarily for the presentation or
support of arts or cultural programmng, activities, or
servi ces. These organizations include, but are not limted
to, nusic and dramatic arts organizations such as synphony
orchestras and theatrical groups, arts and cultural service
or gani zati ons, | ocal arts counci | s, vi sual arts
organi zations, and nedia arts organi zations. On and after the
effective date of this anendatory Act of the 92nd Genera
Assenbly, however, an entity otherwise eligible for this
exenption shall not make tax-free purchases unless it has an
active identification nunber issued by the Departnent.

(4) Personal property purchased by a governnental body,
by a corporation, society, association, foundation, or
institution organi zed and oper at ed excl usi vely for
charitable, religious, or educational purposes, or by a
not-for-profit corporation, society, association, foundation,

institution, or organization that has no conpensated officers
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or enployees and that is organi zed and operated primarily for
the recreation of persons 55 years of age or older. Alimted
l[iability conpany may qualify for the exenption wunder this
paragraph only if the limted liability conpany is organized
and operated exclusively for educational purposes. On and
after July 1, 1987, however, no entity otherw se eligible for
this exenption shall nake tax-free purchases unless it has an
active exenption identification nunber issued by the
Depart nent .

(5 Until July 1, 2003, a passenger car that is a

repl acenent vehicle to the extent that the purchase price of
the car is subject to the Replacenent Vehicle Tax.

(6) Until July 1, 2003, graphic arts nmachinery and

equi pnent, including repair and replacenent parts, both new
and used, and including that manufactured on special order,
certified by the purchaser to be used primarily for graphic
arts production, and including machinery and equi pnent
pur chased for |ease. Equi prent  includes chemcals or
chem cals acting as catalysts but only if the chemcals or
chemcals acting as catalysts effect a direct and i medi ate
change upon a graphic arts product.

(7) Farm chem cal s.

(8 Legal tender, <currency, nedallions, or gold or
silver <coinage issued by the State of I11inois, t he
government of the United States of Anerica, or the governnent
of any foreign country, and bullion.

(9) Personal property purchased froma teacher-sponsored
st udent or gani zati on affiliated with an elenentary or
secondary school located in Illinois.

(10) A notor vehicle of the first division, a notor
vehicle of the second division that is a self-contained notor
vehicle designed or permanently converted to provide |iving
quarters for recreational, <canping, or travel wuse, wth

direct walk through to the living quarters fromthe driver's
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seat, or a notor vehicle of the second division that 1is of
the van configuration designed for the transportation of not
less than 7 nor nore than 16 passengers, as defined in
Section 1-146 of the Illinois Vehicle Code, that is used for
autonobile renting, as defined in the Autonobile Renting
Cccupation and Use Tax Act.

(11) Farm machinery and equipnent, both new and used,
i ncl udi ng that manufactured on special order, certified by
the purchaser to be used primarily for production agriculture
or State or federal agricultural progranms, including
i ndi vi dual replacenent parts for the machinery and equi pnent,
i ncl udi ng machi nery and equi pnment purchased for |ease, and
i ncluding i npl ements of husbandry defined in Section 1-130 of
the Illinois Vehicle Code, farm nachinery and agricul tural
chem cal and fertilizer spreaders, and nurse wagons required
to be registered under Section 3-809 of the Illinois Vehicle
Code, but excluding other notor vehicles required to be
registered wunder the 1llinois Vehicle Code. Horticul tural
pol yhouses or hoop houses used for propagating, growng, or
overwintering plants shall be considered farm machi nery and
equi prent under this item (11). Agricultural chem cal tender
tanks and dry boxes shall include units sold separately from
a notor vehicle required to be licensed and units sold
mounted on a notor vehicle required to be licensed if the
selling price of the tender is separately stated.

Farm machi nery and equi pnment shall include precision
farmng equipment that is installed or purchased to be
installed on farm machi nery and equi pnent i ncluding, but not
limted to, tractors, harvesters, sprayers, planters,
seeders, or spreaders. Precision farm ng equi pnent i ncl udes,
but is not Ilimted to, soil testing sensors, conputers,
moni tors, software, global positioning and mapping systens,
and ot her such equi pnent.

Farm nachinery and equipnent also includes conputers,
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sensors, software, and rel ated equi pnent wused primarily in
the conputer-assisted operation of production agriculture
facilities, equipnment, and activities such as, but not
limted to, the collection, nonitoring, and correlation of
animal and crop data for the purpose of formulating ani nal
diets and agricultural chemcals. This item(11) 1is exenpt
fromthe provisions of Section 3-90.

(12) Fuel and petroleum products sold to or used by an
air common carrier, certified by the carrier to be used for
consunption, shipnment, or storage in the conduct of its
busi ness as an air comon carrier, for a flight destined for
or returning froma location or |ocations outside the United
States without regard to previous or subsequent donestic
st opovers.

(13) Proceeds of mandatory service charges separately
stated on custoners' bills for the purchase and consunption
of food and beverages purchased at retail froma retailer, to
the extent that the proceeds of the service charge are in
fact turned over as tips or as a substitute for tips to the
enpl oyees who participate directly in preparing, serving,
hosting or cleaning up the food or beverage function wth
respect to which the service charge is inposed.

(14) Until July 1, 2003, oil field exploration,

drilling, and production equipnment, including (i) rigs and
parts of rigs, rotary rigs, cable tool rigs, and workover
rigs, (ii) pipe and tubul ar goods, including casing and drill
strings, (iii) punps and punp-jack units, (iv) storage tanks
and flow lines, (v) any individual replacenent part for oi
field exploration, drilling, and production equipnment, and
(vi) machi nery and equi pnment purchased for |ease; but
excl udi ng notor vehicles required to be registered under the
II'linois Vehicle Code.

(15) Phot oprocessing machinery and equi pnent, i ncluding

repair and replacenent parts, both new and wused, including
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t hat manuf act ur ed on special order, certified by the
purchaser to be wused primarily for photoprocessing, and
i ncl udi ng photoprocessing nmachinery and equi pnment purchased
for |ease.

(16) Until July 1, 2003, coal exploration, mning,

of f hi ghway haul i ng, processing, maintenance, and reclamation
equi pnent, including replacenent parts and equi pnent, and
i ncl udi ng equi prent purchased for |ease, but excluding notor
vehicles required to be registered under the Illinois Vehicle
Code.

(17) Until July 1, 2003, distillation machinery and

equi pnent, sold as a unit or kit, assenbled or installed by
the retailer, certified by the user to be used only for the
production of ethyl alcohol that will be used for consunption
as notor fuel or as a conponent of notor fuel for the
personal use of the user, and not subject to sale or resale.

(18) Manufacturing and assenbl i ng machi nery and
equi pnent used primarily in the process of nmanufacturing or
assenbl i ng tangi bl e personal property for whol esale or retai
sale or | ease, whether that sale or |ease is made directly by
the manufacturer or by sonme other person, whether the
materials wused in the process are owned by the manufacturer
or sone other person, or whether that sale or lease is nuade
apart fromor as an incident to the seller's engaging in the
servi ce occupation of produci ng machines, tools, dies, jigs,
patterns, gauges, or other simlar itenms of no comrerci al
val ue on special order for a particul ar purchaser.

(19) Personal property delivered to a purchaser or
purchaser's donee inside Illinois when the purchase order for
t hat personal property was received by a florist |ocated
outside Illinois who has a florist located inside Illinois
deliver the personal property.

(20) Senen used for artificial insem nation of |ivestock

for direct agricultural production.
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(21) Horses, or interests in horses, registered with and
nmeeting the requirenents of any of the Arabian Horse Cub
Regi stry of Anerica, Appal oosa Horse C ub, Anerican Quarter
Horse Association, United States Trotting Association, or
Jockey O ub, as appropriate, used for purposes of breeding or
racing for prizes.

(22) Conputers and conmuni cations equi pnent utilized for
any hospital purpose and equipnent used in the diagnosis,
anal ysis, or treatnent of hospital patients purchased by a
| essor who | eases the equi pnent, under a | ease of one year or
| onger executed or in effect at the tinme the | essor would
ot herwi se be subject to the tax inposed by this Act, to a
hospi t al that has been issued an active tax exenption
identification nunber by the Departnment under Section 1g of
the Retailers' CQccupation Tax Act. If the equipnent is
| eased in a manner that does not qualify for this exenption
or is wused in any other non-exenpt manner, the | essor shal
be liable for the tax inposed under this Act or the Service
Use Tax Act, as the case may be, based on the fair market
val ue of the property at the tinme the non-qualifying use
occurs. No Ilessor shall collect or attenpt to collect an
anount (however designated) that purports to reinburse that
| essor for the tax inposed by this Act or the Service Use Tax
Act, as the case may be, if the tax has not been paid by the
lessor. If a lessor inproperly collects any such amount from
the | essee, the | essee shall have a legal right to claim a
refund of that amount fromthe lessor. |If, however, that
anount is not refunded to the |essee for any reason, the
| essor is liable to pay that anobunt to the Departnent.

(23) Personal property purchased by a | essor who | eases
the property, under a | ease of one year or |onger executed
or in effect at the tinme the |essor would otherw se be
subject to the tax inposed by this Act, to a governnental

body that has been issued an active sales tax exenption
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identification nunber by the Departnment under Section 1g of
the Retailers' Occupation Tax Act. |If the property is | eased
in a manner that does not qualify for this exenption or used
in any other non-exenpt manner, the |l essor shall be liable
for the tax inposed under this Act or the Service Use Tax
Act, as the <case nmay be, based on the fair market val ue of
the property at the tinme the non-qualifying use occurs. No
| essor shall collect or attenpt to collect an anount (however
designated) that purports to reinburse that |essor for the
tax i nposed by this Act or the Service Use Tax Act, as the
case my be, if the tax has not been paid by the lessor. |If
a lessor inproperly collects any such amount fromthe | essee,
the | essee shall have a legal right to claima refund of that
amount fromthe lessor. |[If, however, that anount 1is not
refunded to the | essee for any reason, the lessor is |iable
to pay that anmount to the Departnent.

(24) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
bef ore Decenber 31, 2004, personal property that is donated
for disaster relief to be wused in a State or federally
decl ared disaster area in Illinois or bordering Illinois by a
manuf acturer or retailer that is registered in this State to
a cor poration, soci ety, associ ati on, f oundati on, or
institution that has been issued a sales tax exenption
identification nunber by the Departnent that assists victins
of the disaster who reside within the decl ared di saster area.

(25) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
before Decenber 31, 2004, personal property that is used in
the performance of infrastructure repairs in this State,
including but not Ilimted to nunicipal roads and streets,
access roads, bridges, sidewalks, waste disposal systens,
water and sewer |ine extensions, water distribution and

purification facilities, stormwater drainage and retention


SOLIMAR DFAULT BILLS NONE


Public Act 093-0024
SB842 Enroll ed LRB093 02890 SJM 02906 b

facilities, and sewage treatnent facilities, resulting froma
State or federally declared disaster in Illinois or bordering
I[I'linois when such repairs are initiated on facilities
|ocated in the declared disaster area within 6 nonths after
t he disaster.

(26) Beginning July 1, 1999, gane or gamne bi rds
purchased at a "ganme breeding and hunting preserve area" or
an "exotic ganme hunting area" as those terns are used in the
Wldlife Code or at a hunting enclosure approved through
rul es adopted by the Departnent of Natural Resources. Thi s
par agraph is exenpt fromthe provisions of Section 3-90.

(27) A notor vehicle, as that termis defined in Section
1-146 of the Illinois Vehicle Code, that is donated to a
corporation, limted liability conpany, society, association,
foundation, or institution that is determned by t he
Departnment to be organized and operated exclusively for
educati onal purposes. For purposes of this exenption, "a
corporation, limted liability conpany, society, association,
foundation, or institution organi zed and operated excl usively
for educational purposes” neans all tax-supported public
school s, private schools that offer systematic instruction in
useful branches of learning by nethods common to public
schools and that conpare favorably in their scope and
intensity with the course of study presented in tax-supported
schools, and vocational or technical schools or institutes
organi zed and operated exclusively to provide a course of
study of not I|ess than 6 weeks duration and designed to
prepare individuals to follow a trade or to pursue a nmanual
technical, nechanical, industrial, business, or comercial
occupati on.

(28) Beginning January 1, 2000, personal property,
i ncl udi ng food, purchased through fundraising events for the
benefit of a public or private elenentary or secondary

school, a group of those schools, or one or nore school
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districts if the events are sponsored by an entity recogni zed
by the school district that consists primarily of volunteers
and includes parents and teachers of the school <children.
This paragraph does not apply to fundraising events (i) for
the benefit of private home instruction or (ii) for which the
fundraising entity purchases the personal property sold at
the events from another individual or entity that sold the
property for the purpose of resale by the fundraising entity
and that profits from the sale to the fundraising entity.
Thi s paragraph is exenpt fromthe provisions of Section 3-90.

(29) Beginning January 1, 2000 and through Decenber 31,
2001, new or used autonmatic vendi ng machi nes that prepare and
serve hot food and beverages, including coffee, soup, and
other itens, and replacenent parts for these nmachines.

Begi nni ng January 1, 2002 and through June 30, 2003, nachi nes

and parts for machines used in comercial, coin-operated
anusenent and vending business if a use or occupation tax is
paid on the gross receipts derived from the use of the
commercial, coin-operated anmusenent and vending machi nes.
Thi s paragraph is exenpt fromthe provisions of Section 3-90.

(30) Food for human consunption that is to be consuned
off the premses where it 1is sold (other than al coholic
beverages, soft drinks, and food that has been prepared for
i mredi ate consunption) and prescription and nonprescription
medi ci nes, drugs, nedical appliances, and insulin, urine
testing materials, syringes, and needl es used by diabetics,
for human use, when purchased for use by a person receiving
medi cal assistance under Article 5 of the Illinois Public Ad
Code who resides in alicensed long-termcare facility, as
defined in the Nursing Hone Care Act.

(31) Beginning on the effective date of this amendatory
Act of t he 92nd Cener al Assenbl y, conputers and
communi cations equipnment wutilized for any hospital purpose

and equi pnent used in the diagnosis, analysis, or treatnent
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of hospital patients purchased by a |essor who | eases the
equi pnent, under a | ease of one year or |onger executed or in
effect at the tine the |l essor would otherwi se be subject to
the tax inposed by this Act, to a hospital that has been
i ssued an active tax exenption identification nunber by the
Departnent under Section 1g of the Retailers' Cccupation Tax
Act. If the equipnent is |eased in a manner that does not
qualify for this exenption or is used in any other nonexenpt
manner, the lessor shall be liable for the tax i nposed under
this Act or the Service Use Tax Act, as the case may be,
based on the fair market value of the property at the tine
the nonqualifying use occurs. No | essor shall collect or
attenpt to collect an anount (however designated) that
purports to reinburse that |essor for the tax inposed by this
Act or the Service Use Tax Act, as the case may be, if the
tax has not been paid by the lessor. |[If a lessor inproperly
coll ects any such anount fromthe | essee, the |essee shal
have a legal right to claima refund of that amount fromthe
| essor. If, however, that anmount is not refunded to the
| essee for any reason, the lessor is liable to pay that
anount to the Department. This paragraph is exenpt from the
provi sions of Section 3-90.

(32) Beginning on the effective date of this amendatory
Act of the 92nd Ceneral Assenbly, personal property purchased
by a |l essor who | eases the property, under a |ease of one
year or longer executed or in effect at the tine the |essor
woul d ot herwi se be subject to the tax inposed by this Act, to
a governnental body that has been issued an active sales tax
exenption identification nunber by the Departnent under
Section 1g of the Retailers' COCccupation Tax Act. |If the
property is leased in a manner that does not qualify for this
exenption or used in any other nonexenpt manner, the |essor
shall be liable for the tax inposed under this Act or the

Service Use Tax Act, as the case may be, based on the fair
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mar ket value of the property at the tinme the nonqualifying
use occurs. No |lessor shall collect or attenpt to collect an
anount (however designated) that purports to reinburse that
| essor for the tax inposed by this Act or the Service Use Tax
Act, as the case may be, if the tax has not been paid by the
lessor. If a lessor inproperly collects any such anmount from
the | essee, the | essee shall have a legal right to claim a
refund of that amount fromthe lessor. [If, however, that
anmount is not refunded to the Iessee for any reason, the
lessor is liable to pay that anobunt to the Departnment. This
par agraph is exenpt fromthe provisions of Section 3-90.
(Source: P.A 91-51, eff. 6-30-99; 91-200, eff. 7-20-99;
91-439, eff. 8-6-99; 091-637, eff. 8-20-99; 91-644, eff.
8-20-99; 91-901, eff. 1-1-01; 92-35, eff. 7-1-01; 92-227,
eff. 8-2-01; 92-337, eff. 8-10-01; 92-484, eff. 8-23-01;
92-651, eff. 7-11-02.)

(35 I'LCS 105/ 3-7)
Sec. 3-7. Aggregate manufacturing exenption. Through

June 30, 2003 bDeecenber--31;--2007, the wuse of aggregate

expl orati on, m ni ng, of f hi ghway haul i ng, pr ocessi ng,
mai nt enance, and recl amati on equi pnent, including repl acenent
parts and equi pnent, and including equipnment purchased for
| ease, but excluding nmotor vehicles required to be registered
under the Illinois Vehicle Code, is exenpt fromthe tax
i nposed by this Act.

(Source: P.A 92-603, eff. 6-28-02.)

(35 I'LCS 105/ 3-85)
Sec. 3-85. Manufacturer's Purchase Credit. For purchases
of machinery and equi pnent made on and after January 1, 1995

and through June 30, 2003, a purchaser of manufacturing

machi nery and equipnment that qualifies for the exenption

provi ded by paragraph (18) of Section 3-5 of this Act earns a
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credit in an anount equal to a fixed percentage of the tax
which would have been incurred under this Act on those
purchases. For purchases of graphic arts machinery and

equi pnent nmade on or after July 1, 1996 and through June 30,

2003, a purchaser of graphic arts machinery and equi pnent
that qualifies for the exenption provided by paragraph (6) of
Section 3-5 of this Act earns a credit in an anount equal to
a fixed percentage of the tax that would have been incurred
under this Act on those purchases. The <credit earned for
pur chases of manufacturing nmachinery and equi pnment or graphic
arts machinery and equipnent shall be referred to as the
Manuf acturer's Purchase Credit. A graphic arts producer is a
person engaged in graphic arts production as defined in
Section 2-30 of the Retailers' QOccupation Tax Act. Beginning
July 1, 1996, all references in this Section to manufacturers
or manufacturing shall also be deened to refer to graphic
arts producers or graphic arts production.

The anmpbunt of <credit shall be a percentage of the tax
that would have been i ncurred on t he pur chase of
manuf act uri ng machi nery and equipnent or graphic arts
machi nery and equipnment if the exenptions provided by
paragraph (6) or paragraph (18) of Section 3-5 of this Act
had not been applicable. The percentage shall be as foll ows:

(1) 15%for purchases made on or before June 30,

1995.

(2) 25%for purchases made after June 30, 1995, and

on or before June 30, 1996.

(3) 40% for purchases made after June 30, 1996, and

on or before June 30, 1997.

(4) 50% for purchases made on or after July 1,

1997.

A purchaser of production related tangible personal
property desiring to use the Manufacturer's Purchase Credit

shall certify to the seller prior to Cctober 1, 2003 that the
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purchaser is satisfying all or part of the liability under
the Use Tax Act or the Service Use Tax Act that is due on the
purchase of the production related tangi ble personal property
by use of Manufacturer's Purchase Credit. The Manufacturer's
Purchase Credit certification nmust be dated and shall include
the name and address of the purchaser, the purchaser's
regi stration nunber, if registered, the credit being applied,
and a statenent that the State Use Tax or Service Use Tax
ltability is being satisfied with the manufacturer's or
graphic arts producer's accunul at ed pur chase credit.
Certification may be incorporated into the manufacturer's or
graphic arts producer's purchase order. Manuf acturer's

graphic arts producer prior to October 1, 2003 nay be used to

satisfy the retailer's or serviceman's liability under the
Retailers' Cccupation Tax Act or Service Occupation Tax Act
for the «credit clainmed, not to exceed 6.25%of the receipts
subject to tax froma qualifying purchase, but only if the
retailer or serviceman reports the Manufacturer's Purchase
Credit clained as required by t he Depart ment . A

Manuf acturer's Purchase Credit reported on any original or

anended return filed under this Act after Cctober 20, 2003

shal | be disall owed. The Mnufacturer's Purchase Credit

earned by purchase of exenpt nmanufacturing nmachinery and
equi pnent or graphic arts machinery and equipnment is a
non-transferable credit. A manufacturer or graphic arts
producer that enters into a contract i nvol vi ng t he
installation of tangible personal property into real estate
wi thin a manufacturing or graphic arts production facility

may, prior to October 1, 2003, authorize a construction

contractor to utilize credit accunul ated by the manufacturer
or graphic arts producer to purchase the tangi ble personal
property. A manufacturer or graphic arts producer intending

to use accunulated credit to purchase such tangi bl e personal
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property shall execute a witten contract authorizing the
contractor to wutilize a specified dollar anount of credit.

The contractor shall furnish, prior to Cctober 1, 2003, the

supplier wth the manufacturer's or graphic arts producer's
name, registration or resale nunber, and a statenent that a
specific anmount of the Use Tax or Service Use Tax liability,
not to exceed 6.25%of the selling price, is being satisfied
with the <credit. The manufacturer or graphic arts producer
shall remain liable to tinely report all information required
by the annual Report of Manufacturer's Purchase Credit Used
for all credit utilized by a construction contractor.

The Manufacturer's Purchase Credit nmay be used to satisfy
l[tability wunder the Use Tax Act or the Service Use Tax Act
due on the purchase of production related tangible personal
property (including purchases by a manufacturer, by a graphic
arts producer, or by a lessor who rents or | eases the use of
the property to a manufacturer or graphic arts producer) that
does not otherwi se qualify for the nmanufacturing machinery
and equi pnent exenption or the graphic arts machinery and
equi pnent exenption. "Production related tangible personal
property” nmeans (i) all tangible personal property used or
consuned by the purchaser in a manufacturing facility in
which a manufacturing process described in Section 2-45 of
the Retailers' Occupation Tax Act takes place, including
tangi bl e personal property purchased for incorporation into
real estate within a manufacturing facility and including,
but not I|imted to, tangible personal property used or
consuned in activities such as prepr oducti on mat eri al
handl ing, receiving, quality control, inventory control
st or age, st agi ng, and packagi ng for shi ppi ng and
transportation purposes; (ii) all tangible personal property
used or consuned by the purchaser in a graphic arts facility
in which graphic arts production as described in Section 2-30

of the Retailers' QOccupation Tax Act takes place, including
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tangi bl e personal property purchased for incorporation into
real estate within a graphic arts facility and including, but
not limted to, all tangible personal property used or
consuned in activities such as graphic arts prelimnary or
pre-press production, pre-production mat eri al handl i ng,
receiving, quality control, inventory control, storage,
staging, sorting, labeling, miling, tying, wapping, and
packaging; and (iii) all tangible personal property used or
consuned by the purchaser for research and devel opnent.
"Production related tangible personal property" does not
include (i) tangible personal property wused, wthin or
wi thout a manufacturing facility, in sales, purchasing,
accounti ng, fiscal managenent , mar ket i ng, per sonnel
recruitnment or selection, or l|andscaping or (ii) tangible
personal property required to be titled or registered with a
departnent, agency, or unit of federal, state, or |ocal
governnent. The Manufacturer's Purchase Credit may be used,

prior to October 1, 2003, to satisfy the tax arising either

fromthe purchase of machinery and equipnment on or after
January 1, 1995 for which the exenption provided by paragraph
(18) of Section 3-5 of this Act was erroneously clained, or
t he purchase of machi nery and equi pnent on or after July 1,
1996 for which the exenption provided by paragraph (6) of
Section 3-5 of this Act was erroneously clainmed, but not in
satisfaction of penalty, if any, and interest for failure to
pay the tax when due. A purchaser of production related
tangi ble personal property who is required to pay Illinois
Use Tax or Service Use Tax on the purchase directly to the

Departnent nmay, prior to October 1, 2003, wutilize the

Manuf acturer's Purchase Credit in satisfaction of the tax
arising from that purchase, but not in satisfaction of
penalty and interest. A purchaser who uses the Manufacturer's
Pur chase Credit to purchase property which is later

determ ned not to be production related tangible personal
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property may be liable for tax, penalty, and interest on the
purchase of that property as of the date of purchase but
shall be entitled to use the disallowed Mnufacturer's

Purchase Credit, so long as it has not expired and is used

prior to October 1, 2003, on qualifying purchases of

production related tangible personal property not previously
subject to credit usage. The Manufacturer's Purchase Credit
earned by a manufacturer or graphic arts producer expires the
|ast day of the second cal endar year follow ng the cal endar

year in which the credit arose. No Mnufacturer's Purchase

Credit nay be wused after Septenmber 30, 2003 regardl ess of

when that credit was earned.

A purchaser earning Manufacturer's Purchase Credit shal
sign and file an annual Report of Manufacturer's Purchase
Credit Earned for each cal endar year no later than the | ast
day of the sixth nmonth follow ng the cal endar year in which a
Manuf acturer's Purchase Credit 1is earned. A Report of
Manuf acturer's Purchase Credit Earned shall be filed on forns
as prescribed or approved by the Departnent and shall state,
for each nmonth of the calendar year: (i) the total purchase
price of all purchases of exenpt manufacturing or graphic
arts machinery on which the credit was earned; (ii) the total
State Use Tax or Service Use Tax which woul d have been due on
those itens; (iii) the percentage used to calculate the
anmount of credit earned; (iv) the anobunt of credit earned,
and (v) such other information as the Departnent may
reasonabl y require. A purchaser earning Manufacturer's
Purchase Credit shall maintain records which identify, as to
each purchase of manufacturing or graphic arts machi nery and
equi pnent on which the purchaser earned Manuf acturer's
Purchase Credit, the vendor (including, if applicable, either
the vendor's regi stration nunber or Federal Enpl oyer
| dentification Nunber), the purchase price, and the anount of

Manuf acturer's Purchase Credit earned on each purchase.
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A purchaser using Manufacturer's Purchase Credit shal
sign and file an annual Report of Manufacturer's Purchase
Credit Used for each cal endar year no |later than the |ast day
of the sixth nonth follow ng the calendar year in which a
Manuf acturer's Pur chase Credit is used. A Report of
Manuf acturer's Purchase Credit Used shall be filed on forns
as prescribed or approved by the Departnent and shall state,
for each nmonth of the calendar year: (i) the total purchase
price of production related tangible personal property
purchased fromlllinois suppliers; (ii) the total purchase
price of production related tangible personal property
purchased fromout-of-state suppliers; (iii) the total anount
of credit wused during such nonth; and (iv) such other
information as the Departnent nmay reasonably require. A
pur chaser using Manufacturer's Purchase Credit shall maintain
records that identify, as to each purchase of production
related tangible personal property on which the purchaser
used Manufacturer's Purchase Credit, the vendor (including,
if applicable, either the vendor's registration nunber or
Federal Enpl oyer ldentification Nunber), the purchase price,
and the amount of Manufacturer's Purchase Credit used on each
pur chase.

No annual report shall be filed before May 1, 1996 or

after June 30, 2004. A purchaser that fails to file an annual

Report of Manufacturer's Purchase Credit Earned or an annual
Report of Manufacturer's Purchase Credit Used by the |ast day
of the sixth nonth following the end of the cal endar year
shall forfeit all Manufacturer's Purchase Credit for that
cal endar year unless it establishes that its failure to file
was due to reasonabl e cause. Manufacturer's Purchase Credit
reports may be anended to report and claim credit on
qualifying purchases not previously reported at any tine
before the credit would have expired, unless both the

Departnent and the purchaser have agreed to an extension of
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the statute of Ilimtations for the issuance of a notice of
tax liability as provided in Section 4 of the Retailers

Cccupation Tax Act. If the time for assessnent or refund has
been extended, then anended reports for a calendar year may
be filed at any time prior to the date to which the statute
of limtations for the cal endar year or portion thereof has
been extended. No Manufacturer's Purchase Credit report filed
with the Departnent for periods prior to January 1, 1995
shal | be approved. Manufacturer's Purchase Credit clainmed on

an anended report may be wused, until October 1, 2003, to

satisfy tax liability under the Use Tax Act or the Service
Use Tax Act (i) on qualifying purchases of production rel ated
tangi bl e personal property nade after the date the anended
report is filed or (ii) assessed by the Departnent on
qual i fying purchases of production rel ated tangi bl e personal
property made in the case of manufacturers on or after
January 1, 1995, or in the case of graphic arts producers on
or after July 1, 1996.

| f the purchaser is not the manufacturer or a graphic
arts producer, but rents or |eases the use of the property to
a manufacturer or graphic arts producer, the purchaser nmay
earn, report, and use Manufacturer's Purchase Credit in the
same manner as a manufacturer or graphic arts producer.

A purchaser shall not be entitled to any Manufacturer's
Purchase Credit for a purchase that is required to be
reported and is not tinmely reported as provided in this
Section. A purchaser remains liable for (i) any tax that was
satisfied by use of a Manufacturer's Purchase Credit, as of
the date of purchase, if that use is not tinmely reported as
required in this Section and (ii) for any appl i cabl e
penalties and interest for failing to pay the tax when due.

No Manufacturer's Purchase Credit nay be used after Septenber

30, 2003 to satisfy any tax liability inposed under this Act,

including any audit liability.
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(Source: P.A 88-547, eff. 6-30-94; 89-89, eff. 6-30-95;
89- 235, eff. 8-4-95; 89-531, eff. 7-19-96.)

Section 50-23. The Service Use Tax Act is anended by

changing Sections 2, 2a, 3-5, 3-7, and 3-70 as foll ows:

(35 I'LCS 110/2) (from Ch. 120, par. 439.32)

Sec. 2. "Use" neans the exercise by any person of any
right or power over tangi ble personal property incident to
t he ownership of that property, but does not include the sale
or use for denonstration by himof that property in any form
as tangible personal property in the regular course of
busi ness. "Use" does not nean the interim use of tangible
personal property nor the physical incorporation of tangible
personal property, as an ingredient or constituent, into
other tangible personal property, (a) whichis sold in the
regular course of business or (b) whi ch t he person
i ncorporating such ingredient or constituent therein has
undertaken at the time of such purchase to cause to be
transported in interstate comerce to destinations outside
the State of Illinois.

"Purchased froma serviceman" neans the acquisition of
the ownership of, or title to, tangible personal property
t hrough a sal e of service.

"Purchaser" neans any person who, through a sale of
service, acquires the ownership of, or title to, any tangible
personal property.

" Cost price" means the consideration paid by the
serviceman for a purchase valued in noney, whether paid in
noney or otherw se, including cash, credits and services, and
shall be determ ned w thout any deduction on account of the
supplier's cost of the property sold or on account of any
other expense incurred by the supplier. Wien a servicenman

contracts out part or all of the services required in his
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sale of service, it shall be presuned that the cost price to
the serviceman of the property transferred to himor her by
hi s or her subcontract or IS equal to 50% of the
subcontractor's charges to the serviceman in the absence of
proof of the consideration paid by the subcontractor for the
pur chase of such property.

"Selling price" neans the consideration for a sale val ued
in noney whether received in noney or otherw se, including
cash, <credits and service, and shall be determ ned w thout
any deduction on account of the serviceman's cost of the
property sold, the cost of materials used, |abor or service
cost or any ot her expense whatsoever, but does not include
interest or finance charges which appear as separate itens on
the bill of sale or sales contract nor charges that are added
to prices by sellers on account of the seller's duty to
collect, fromthe purchaser, the tax that is inposed by this
Act .

"Department” neans the Departnment of Revenue.

"Person" means any natural individual, firm partnership,
association, joint stock conpany, joint venture, public or
private corporation, limted liability conpany, and any
receiver, executor, trustee, guardian or other representative
appoi nted by order of any court.

"Sal e of service" means any transaction except:

(1) aretail sale of tangible personal property
taxabl e under the Retailers' Cccupation Tax Act or under
the Use Tax Act.

(2) a sale of tangible personal property for the
purpose of resale made in conpliance with Section 2c of
the Retailers' COccupation Tax Act.

(3) except as hereinafter provided, a sale or
transfer of tangible personal property as an incident to
the rendering of service for or by any governnental body,

or for or by any corporation, society, association,
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foundation or institution organi zed and oper at ed
exclusively for <charitable, religious or educational
purposes or any not-for-profit corporation, society,
associ ati on, foundation, institution or organization
whi ch has no conpensated officers or enployees and which
is organi zed and operated primarily for the recreation of
persons 55 years of age or older. Alimted liability
conpany may qualify for +the exenption under this
paragraph only if the Ilimted Iliability conmpany is
or gani zed and operated exclusively for educational
pur poses.

(4 a sale or transfer of tangi bl e per sonal
property as an incident to the rendering of service for
interstate carriers for hire for use as rolling stock
moving in interstate comrerce or by | essors under a | ease
of one year or |onger, executed or in effect at the tine
of purchase of personal property, to interstate carriers
for hire for wuse as rolling stock noving in interstate
comerce so long as so used by such interstate carriers
for hire, and equi pnent operated by a tel econmunications
provider, licensed as a coomon carrier by the Federal
Communi cati ons Conmm ssion, which is permanently installed
in or affixed to aircraft noving in interstate comrerce.

(4a) a sale or transfer of tangible personal
property as an incident to the rendering of service for
owner s, | essors, or shippers of tangible personal
property which is utilized by interstate carriers for
hire for wuse as rolling stock noving in interstate
comerce so long as so used by interstate carriers for
hire, and equipnment operated by a telecomunications
provider, licensed as a coomon carrier by the Federal
Communi cati ons Conmm ssion, which is permanently installed
in or affixed to aircraft noving in interstate commerce.

(5 a sale or transfer of machinery and equi pnent
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used primarily in the process of the nmanufacturing or
assenbling, either in an existing, an expanded or a new
manufacturing facility, of tangible personal property for
whol esal e or retail sale or |ease, whether such sale or
lease is made directly by the manufacturer or by sone
ot her person, whether the materials used in the process
are owned by the manufacturer or sone other person, or
whet her such sale or |ease is nade apart from or as an
incident to the seller's engaging in a service occupation
and the applicable tax is a Service Use Tax or Service
Cccupation Tax, rather than Use Tax or Retailers
Cccupati on Tax.

(5a) the repairing, reconditioning or renodeling,
for a comon carrier by rail, of tangible personal
property which belongs to such carrier for hire, and as
to which such carrier receives the physical possession of
the repaired, reconditioned or renodeled item of tangible
personal property in Illinois, and which such «carrier
transports, or shares with another conmon carrier in the
transportation of such property, out of |Illinois on a
standard uniform bill of |ading show ng the person who
repaired, reconditioned or renodeled the property to a
destination outside Illinois, for use outside Illinois.

(5b) a sale or transfer of tangible personal
property which is produced by the seller thereof on
special order in such a way as to have nmade the
applicable tax the Service Qccupation Tax or the Service
Use Tax, rather than the Retailers' Cccupation Tax or the
Use Tax, for an interstate carrier by rail which receives
t he physi cal possession of such property in Illinois, and
whi ch transports such property, or shares wth another
common carrier in the transportation of such property,
out of Illinois on a standard wuniform bill of [|ading

showng the seller of the property as the shipper or
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consignor of such property to a destination outside
II'linois, for use outside Illinois.

(6) wuntil July 1, 2003, a sale or transfer of

distillation nmachinery and equi pnent, sold as a unit or
kit and assenbled or installed by the retailer, which
machi nery and equi pnent is certified by the user to be
used only for the production of ethyl alcohol that wll
be used for consunption as notor fuel or as a conponent
of notor fuel for the personal use of such user and not
subject to sale or resale.

(7) at the election of any serviceman not required
to be otherwi se registered as a retailer under Section 2a
of the Retailers' COCccupation Tax Act, nade for each
fiscal year sales of service in which the aggregate
annual cost price of tangi bl e personal property
transferred as an incident to the sales of service is
| ess than 35% or 75% in the case of servicenen
transferring prescription drugs or servicenen engaged in
graphic arts production, of the aggregate annual total
gross receipts fromall sales of service. The purchase of
such tangi bl e personal property by the serviceman shal
be subject to tax under the Retailers' COccupation Tax Act
and the Use Tax Act. However, if a primary serviceman who
has made the election described in this paragraph
subcontracts service work to a secondary serviceman who
has also made the election described in this paragraph,
the primary serviceman does not incur a Use Tax liability
if the secondary serviceman (i) has paid or will pay Use
Tax on his or her cost price of any tangi ble personal
property transferred to the primary serviceman and (ii)
certifies that fact in witing to the primary servi ceman.
Tangi bl e personal property transferred incident to the

conpletion of a nmaintenance agreenent is exenpt fromthe tax

i nposed pursuant to this Act.
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Exenption (5) also includes machinery and equi pnment used
in the general maintenance or repair of such exenpt machinery
and equi prent or for in-house manufacture of exenpt machinery
and equi pnent. For the purposes of exenption (5), each of
t hese ternms shal | have the follow ng neanings: (1)
"manuf acturi ng process"” shall mean the production of any
article of tangible personal property, whether such article
is a finished product or an article for use in the process of
manuf acturing or assenbling a different article of tangible
per sonal property, by procedures comonly regarded as
manuf acturing, processing, fabricating, or refining which
changes sone existing material or materials into a materi al
wth a different form use or nane. In relation to a
recogni zed integrated business conposed of a series of
operations which collectively constitute manufacturing, or
i ndi vidual ly constitute manuf act uri ng oper ati ons, t he
manuf acturi ng process shall be deened to comrence wth the
first operation or stage of production in the series, and
shall not be deened to end until the conpletion of the final
product in the |last operation or stage of production in the
series; and further, for purposes of exenption (95),
phot oprocessing is deenmed to be a manufacturing process of
tangi bl e personal property for wholesale or retail sale; (2)
"assenbling process" shall nean the production of any article
of tangible personal property, whether such article is a
finished product or an article for wuse in the process of
manufacturing or assenbling a different article of tangible
personal property, by the conbination of existing naterials
in a manner commonly regarded as assenbling which results in
a material of a different form use or nane; (3) "machinery"
shall nean nmajor nechani cal machi nes or major conponents of
such machi nes contributing to a manufacturing or assenbling
process; and (4) "equipnment” shall include any independent

device or tool separate fromany machinery but essential to
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an integrated manufacturing or assenbly process; including
conputers used primarily in a manuf acturer's conput er
assi sted design, conputer assisted manufacturing (CAD CAM
system or any subunit or assenbly conprising a conponent of
any nmachinery or auxiliary, adjunct or attachnment parts of
machi nery, such as tools, dies, jigs, fixtures, patterns and
nmol ds; or any parts which require periodic replacenent in the
course of normal operation; but shall not include hand tools.
Equi prent i ncl udes chem cals or chem cals acting as catal ysts
but only if +the chemcals or chemcals acting as catal ysts
effect a direct and i medi ate change upon a product being
manufactured or assenbled for wholesale or retail sale or
| ease. The purchaser of such machi nery and equi pnent who has
an active resale registration nunber shall furnish such
nunber to the seller at the time of purchase. The wuser of
such machinery and equipnment and tools wthout an active
resal e registration nunber shall prepare a certificate of
exenption for each transaction stating facts establishing the
exenption for that transaction, which certificate shall be
avai lable to the Departnent for inspection or audit. The
Departnent shall prescribe the formof the certificate.

Any informal rulings, opinions or letters issued by the
Departnment in response to an inquiry or request for any
opi ni on from any per son regarding the coverage and
applicability of exenption (5) to specific devices shall be
publ i shed, maintained as a public record, and made avail abl e
for public inspection and copying. |If the informal ruling,
opi ni on or letter cont ai ns trade secrets or other
confidential information, where possible the Departnent shal
del ete such information prior to publication. Wenever such
informal rulings, opinions, or letters contain any policy of
general applicability, the Departnent shall fornulate and
adopt such policy as a rule in accordance with the provisions

of the Illinois Adm nistrative Procedure Act.
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On and after July 1, 1987, no entity otherw se eligible
under exenption (3) of this Section shall nake tax free
purchases wunless it has an active exenption identification
nunber issued by the Departnent.

The purchase, enploynent and transfer of such tangible
personal property as newsprint and ink for the primary
pur pose of conveying news (with or w thout other information)
is not a purchase, use or sale of service or of tangible
personal property within the neaning of this Act.

"Serviceman" neans any person who isS engaged in the
occupation of nmaking sales of service.

"Sale at retail" neans "sale at retail" as defined in the
Retail ers' QCccupation Tax Act.

"Supplier” neans any person who nmakes sales of tangible
personal property to servicenen for the purpose of resale as
an incident to a sale of service.

"Serviceman maintaining a place of business in this
State", or any like term neans and includes any serviceman:

1. having or mai nt ai ni ng within this State,
directly or by a subsidiary, an office, distribution
house, sal es house, warehouse or other place of business,
or any agent or other representative operating within
this State under the authority of the serviceman or its
subsi di ary, irrespective of whether such place of
busi ness or agent or other representative is |ocated here
permanently or tenporarily, or whether such serviceman or
subsidiary is licensed to do business in this State;

2. soliciting orders for tangi bl e personal property
by neans of a teleconmunication or television shopping
system (which wutilizes toll free nunbers) which is
intended by the retailer to be broadcast by cable
tel evision or other nmeans of broadcasting, to consuners
| ocated in this State;

3. pursuant to a contract wth a broadcaster or


SOLIMAR DFAULT BILLS NONE


Public Act 093-0024
SB842 Enroll ed LRB093 02890 SJM 02906 b

publisher located in this State, soliciting orders for
tangi bl e personal property by neans of advertising which
is dissemnated primarily to consuners located in this
State and only secondarily to bordering jurisdictions;

4. soliciting orders for tangi ble personal property
by mail if the solicitations are substanti al and
recurring and if the retailer benefits from any banki ng,
fi nanci ng, debt col | ecti on, t el ecommuni cati on, or
mar keting activities occurring in this State or benefits
from the | ocation in this State of authorized
installation, servicing, or repair facilities;

5. being owned or controlled by the sane interests
whi ch own or control any retailer engaging in business in
the sane or simlar line of business in this State;

6. having a franchisee or |icensee operating under
its trade nane if the franchisee or licensee is required
to collect the tax under this Section;

7. pursuant to a contract with a cable television
operator located in this State, soliciting orders for
tangi bl e personal property by nmeans of advertising which
is transmtted or distributed over a cable television
systemin this State; or

8. engaging in activities in |Illinois, which
activities in the state in which the supply business
engaging in such activities is |located would constitute
mai ntai ning a place of business in that state.

(Source: P.A 91-51, eff. 6-30-99; 92-484, eff. 8-23-01.)

(35 I'LCS 110/ 2a) (from Ch. 120, par. 439. 32a)

Sec. 2a. "Pollution control facilities" nmeans any system
met hod, construction, device or appliance appurtenant thereto
used in this State acquired as an incident to the purchase of
a service from a serviceman for the primary purpose of

elimnating, preventing, or reducing air and water pollution
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as the term"air pollution" or "water pollution" 1is defined
in the "Environnmental Protection Act", enacted by the 76th
CGeneral Assenbly, or for the primary purpose of treating,
pretreating, nodifying or disposing of any potential solid,
liquid or gaseous pollutant which if released wthout such
treatnent, pretreatnent, nodification or disposal m ght be
harnful, detrinmental or offensive to human, plant or aninma
life, or to property.

Until July 1, 2003, the purchase, enploynent or transfer

of such tangible personal property as pollution control
facilities is not a purchase, use or sale of service or of
tangi bl e personal property within the nmeaning of this Act.

(Source: P.A 76-2248.)

(35 I'LCS 110/ 3-5) (fromCh. 120, par. 439.33-5)

Sec. 3-5. Exenptions. Use of the following tangible
personal property is exenpt fromthe tax i nposed by this Act:

(1) Personal property purchased from a corporation
soci ety, associ ati on, f oundat i on, institution, or
organi zation, other than a limted liability conpany, that is
organi zed and operated as a not-for-profit service enterprise
for the benefit of persons 65 years of age or older if the
personal property was not purchased by the enterprise for the
pur pose of resale by the enterprise.

(2) Personal property purchased by a non-profit Illinois
county fair association for use in conducting, operating, or
pronoting the county fair.

(3) Personal property purchased by a not-for-profit arts
or «cultural organization that establishes, by proof required
by the Departnent by rule, that it has received an exenption
under Section 501(c)(3) of the Internal Revenue Code and t hat
is organized and operated primarily for the presentation or
support of arts or cultural programmng, activities, or

servi ces. These organi zations include, but are not limted
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to, music and dramatic arts organi zations such as synphony
orchestras and theatrical groups, arts and cultural service
or gani zati ons, | ocal arts counci | s, vi sual arts
organi zations, and nedia arts organi zations. On and after the
effective date of this anendatory Act of the 92nd Genera
Assenbly, however, an entity otherwse eligible for this
exenption shall not make tax-free purchases unless it has an
active identification nunber issued by the Departnent.

(4) Legal tender, <currency, nedallions, or gold or
silver <coinage issued by the State of I11inois, t he
government of the United States of Anerica, or the governnent
of any foreign country, and bullion.

(5 Until July 1, 2003, graphic arts nmachinery and

equi pnent, including repair and replacenent parts, both new
and used, and including that manufactured on special order or
purchased for |ease, certified by the purchaser to be used
primarily for graphic arts production. Equipnent includes
chemcals or chemcals acting as catalysts but only if the
chem cals or chemcals acting as catalysts effect a direct
and i medi ate change upon a graphic arts product.

(6) Personal property purchased froma teacher-sponsored
st udent or gani zati on affiliated with an elenentary or
secondary school located in Illinois.

(7) Farm machinery and equi pnent, both new and used,
including that manufactured on special order, certified by
the purchaser to be used primarily for production agriculture
or State or federal agricul tural progr ans, i ncl udi ng
i ndi vi dual replacenent parts for the nmachinery and equi pnent,
including machinery and equipnment purchased for |ease, and
i ncluding i npl ements of husbandry defined in Section 1-130 of
the Illinois Vehicle Code, farm machinery and agricultural
chem cal and fertilizer spreaders, and nurse wagons required
to be registered under Section 3-809 of the Illinois Vehicle

Code, but excluding other notor vehicles required to be
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regi stered under the Illinois Vehicle Code. Horticultural
pol yhouses or hoop houses used for propagating, grow ng, or
overwi ntering plants shall be considered farm nmachinery and

equi prent under this item (7). Agricultural chem cal tender

tanks and dry boxes shall include units sold separately from
a notor vehicle required to be licensed and units sold
mounted on a notor vehicle required to be licensed if the

selling price of the tender is separately stated.

Farm machinery and equipnent shall include precision
farmng equipnment that is installed or purchased to be
installed on farm nmachinery and equi pnent incl udi ng, but not
limted to, tractors, har vesters, Sprayers, pl anters,
seeders, or spreaders. Precision farm ng equi pnent incl udes,
but is not limted to, soil testing sensors, conputers,
monitors, software, global positioning and nmappi ng systens,
and ot her such equi pnent.

Farm machi nery and equi pnent also includes conputers,
sensors, software, and related equipnment used primarily in
t he conputer-assisted operation of production agriculture
facilities, equipnment, and activities such as, but not
limted to, the <collection, nonitoring, and correl ation of
animal and crop data for the purpose of fornulating aninal
diets and agricultural chemcals. This item(7) is exenpt
fromthe provisions of Section 3-75.

(8) Fuel and petrol eum products sold to or wused by an
air common carrier, certified by the carrier to be used for
consunption, shipnent, or storage in the conduct of its
business as an air common carrier, for a flight destined for
or returning froma location or |ocations outside the United
States wthout regard to previous or subsequent donestic
st opovers.

(9) Proceeds of mandatory service charges separately
stated on custoners' bills for the purchase and consunption

of food and beverages acquired as an incident to the purchase
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of a service from a serviceman, to the extent that the
proceeds of the service charge are in fact turned over as
tips or as a substitute for tips to the enployees who
partici pate directly in preparing, serving, hosting or
cl eaning up the food or beverage function wth respect to
whi ch the service charge is inposed.

(10) Until Jul y 1, 2003, oil field exploration,

drilling, and production equipnment, including (i) rigs and
parts of rigs, rotary rigs, cable tool rigs, and workover
rigs, (ii) pipe and tubul ar goods, including casing and drill
strings, (iii) punps and punp-jack units, (iv) storage tanks
and flow lines, (v) any individual replacenent part for oi
field exploration, drilling, and production equipnment, and
(vi) machi nery and equi pnment purchased for |ease; but
excl uding notor vehicles required to be registered under the
II'linois Vehicle Code.

(11) Proceeds fromthe sale of photoprocessi ng machi nery
and equi pnent, including repair and replacenent parts, both
new and used, including that manufactured on special order,
certified by the purchaser to be wused primarily for
phot opr ocessi ng, and i ncl udi ng phot oprocessi ng machi nery and
equi pnent purchased for | ease.

(12) Until July 1, 2003, <coal exploration, mning,

of f hi ghway hauling, processing, maintenance, and reclamation
equi pnent, including replacenent parts and equipnment, and
i ncludi ng equi pnent purchased for |ease, but excludi ng notor
vehicles required to be registered under the Illinois Vehicle
Code.

(13) Senen used for artificial insem nation of |ivestock
for direct agricultural production.

(14) Horses, or interests in horses, registered with and
meeting the requirenents of any of the Arabian Horse Cub
Regi stry of Anerica, Appal oosa Horse Club, Anmerican Quarter

Horse Association, United States Trotting Association, or
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Jockey O ub, as appropriate, used for purposes of breeding or
racing for prizes.

(15) Conputers and conmuni cati ons equi pnent utilized for
any hospital purpose and equipnent used in the diagnosis,
anal ysis, or treatnent of hospital patients purchased by a
| essor who | eases the equi pnent, under a | ease of one year or
| onger executed or in effect at the tinme the | essor would
ot herwi se be subject to the tax inposed by this Act, to a
hospital that has been issued an active tax exenption
identification nunber Dby the Departnent under Section 1g of
the Retailers' COccupation Tax Act. If the equipnent is |eased
in a manner that does not qualify for this exenption or is
used in any other non-exenpt manner, the |essor shall be
liable for the tax inposed under this Act or the Use Tax Act,
as the case may be, based on the fair market value of the
property at the tinme the non-qualifying use occurs. No
| essor shall collect or attenpt to collect an anmount (however
designated) that purports to reinburse that |essor for the
tax inposed by this Act or the Use Tax Act, as the case may
be, if the tax has not been paid by the lessor. |If a |I|essor
inproperly collects any such amunt fromthe | essee, the
| essee shall have a legal right to claim a refund of that
anmount from the |essor. | f, however, that anmount is not
refunded to the | essee for any reason, the lessor 1is |iable
to pay that amount to the Departnent.

(16) Personal property purchased by a | essor who | eases
the property, under a | ease of one year or |onger executed or
in effect at the tine the |lessor would otherwi se be subject
to the tax inposed by this Act, to a governnental body that
has been issued an active tax exenption identification nunber
by the Departnment under Section 1g of the Retailers
Cccupation Tax Act. If the property is |eased in a manner
that does not qualify for this exenption or is wused in any

ot her non-exenpt manner, the | essor shall be liable for the
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tax inposed under this Act or the Use Tax Act, as the case
may be, based on the fair market value of the property at the
time the non-qualifying use occurs. No |essor shall collect
or attenpt to collect an anount (however designated) that
purports to reinburse that |essor for the tax inposed by this
Act or the Use Tax Act, as the case may be, if the tax has
not been paid by the lessor. |If a lessor inproperly collects
any such anmount fromthe | essee, the Ilessee shall have a
legal right to claima refund of that amount fromthe | essor.
If, however, that anount is not refunded to the |essee for
any reason, the lessor is liable to pay that anount to the
Depart nent .

(17) Beginning wth taxable vyears ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
before Decenber 31, 2004, personal property that is donated
for disaster relief to be used in a State or federally
decl ared disaster area in Illinois or bordering Illinois by a
manufacturer or retailer that is registered in this State to
a cor poration, soci ety, associ ati on, f oundat i on, or
institution that has been issued a sales tax exenption
identification nunber by the Departnent that assists victins
of the disaster who reside within the decl ared di saster area.

(18) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
bef ore Decenber 31, 2004, personal property that is wused in
the performance of infrastructure repairs in this State,
including but not limted to nunicipal roads and streets,
access roads, bridges, sidewalks, waste disposal systens,
water and sewer |line extensions, water distribution and
purification facilities, stormwater drainage and retention
facilities, and sewage treatnent facilities, resulting froma
State or federally declared disaster in Illinois or bordering
I[I'linois when such repairs are initiated on facilities

located in the declared disaster area within 6 nonths after
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