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INTRODUCTION

The Illinois Register is the official state document for publishing public notice of rulemaking
activity initiated by State governmental agencies. The table of contents is arranged categorically
by rulemaking activity and alphabetically by agency within each category.

Rulemaking activity consists of proposed or adopted new rules; amendments to or repealers of
existing rules; and rules promulgated by emergency or peremptory action. Executive Orders and
Proclamations issued by the Governor; notices of public information required by State Statute;
and activities (meeting agendas; Statements of Objection or Recommendation, etc.) of the Joint
Committee on Administrative Rules (JCAR), a legislative oversight committee which monitors
the rulemaking activities of State Agencies; is also published in the Register.

The Register is a weekly update of the Illinois Administrative Code (a compilation of the rules
adopted by State agencies). The most recent edition of the Code, along with the Register,
comprise the most current accounting of State agencies’ rulemakings.

The Illinois Register is the property of the State of Illinois, granted by the authority of the Illinois
Administrative Procedure Act [5 ILCS 100/1-1, et seq.].

2008 REGISTER SCHEDULE VOLUME #32

Issue# Rules Due Date Date of Issue
1 December 21, 2007* January 4, 2008
2 December 31, 2007 January 11, 2008
3 January 7, 2008 January 18, 2008
4 January 14, 2008 January 25, 2008
5 January 22, 2008 February 1, 2008
6 January 28, 2008 February 8, 2008
7 February 4, 2008 February 15, 2008
8 February 11, 2008 February 22, 2008
9 February 19, 2008 February 29, 2008
10 February 25, 2008 March 7, 2008
11 March 3, 2008 March 14, 2008
12 March 10, 2008 March 21, 2008
13 March 17, 2008 March 28, 2008
14 March 24, 2008 April 4, 2008
15 March 31, 2008 April 11, 2008
16 April 7, 2008 April 18, 2008
17 April 14, 2008 April 25, 2008
18 April 21, 2008 May 2, 2008
19 April 28, 2008 May 9, 2008
20 May 5, 2008 May 16, 2008
21 May 12, 2008 May 23, 2008
22 May 19, 2008 May 30, 2008
23 May 27, 2008 June 6, 2008

il



24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

June 2, 2008
June 9, 2008
June 16, 2008
June 23, 2008
June 30, 2008
July 7, 2008
July 14, 2008
July 21, 2008
July 28, 2008
August 4, 2008
August 11, 2008
August 18, 2008
August 25, 2008
September 2, 2008
September 8, 2008
September 15, 2008
September 22, 2008
September 29, 2008
October 6, 2008
October 14, 2008
October 20, 2008
October 27, 2008
November 3, 2008
November 10, 2008
November 17, 2008
November 24, 2008
December 1, 2008
December 8, 2008
December 15, 2008
December 22, 2008

June 13, 2008
June 20, 2008
June 27, 2008
July 7, 2008
July 11, 2008
July 18, 2008
July 25,2008
August 1, 2008
August 8, 2008
August 15, 2008
August 22, 2008
August 29, 2008
September 5, 2008
September 12, 2008
September 19, 2008
September 26, 2008
October 3, 2008
October 10, 2008
October 17, 2008
October 24, 2008
October 31, 2008
November 7, 2008
November 14, 2008
November 21, 2008
December 1, 2008
December 5, 2008
December 12, 2008
December 19, 2008
December 26, 2008
January 2, 2009

Editor's Note: The Regulatory Agenda submission period will end July.1, 2008. The Division is

no longer accepting Regulatory Agendas. The second filing period for submitting will start
October 14, 2008 with the last day to file on January 2, 2009.

v
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11)

08
DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT

Heading of the Part: Income Tax

Code Citation: 86 I1l. Adm. Code 100

Section Number: Proposed Action:
100.3371 New Section

Statutory Authority: 35 ILCS 5/304(a)(3)(B-5) and 5/1501

A Complete Description of the Subjects and Issues Involved: This rulemaking provides
guidance on the application of the sales factor sourcing rules enacted in Public Act 95-
707 for apportioning business income from the provision of telecommunications services.

Published studies or reports and sources of underlying data used to compose this
rulemaking: None

Will this rulemaking replace any emergency rulemaking currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other proposed rulemakings pending on this Part? Yes

Section Number: Proposed Action: [linois Register Citation:
100.2406 New Section 31 I1l. Reg. 15240; November 16, 2007
100.7040 Amendment 32 11l. Reg. 12164; August 1, 2008
100.7300 Amendment 32 11l. Reg. 12164; August 1, 2008
100.7310 Amendment 32 11l. Reg. 12164; August 1, 2008
100.7320 Amendment 32 11l. Reg. 12164; August 1, 2008
100.7325 New Section 32 Ill. Reg. 12164; August 1, 2008
100.7330 Amendment 32 11l. Reg. 12164; August 1, 2008
100.7350 New Section 32 Ill. Reg. 12164; August 1, 2008
100.7360 New Section 32 11l. Reg. 12164; August 1, 2008
100.7370 New Section 32 Ill. Reg. 12164; August 1, 2008

Statement of Statewide Policy Objective: This rulemaking does not create a State
mandate, nor does it modify any existing State mandates.
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DEPARTMENT OF REVENUE
NOTICE OF PROPOSED AMENDMENT
12)  Time, Place and Manner in which interested persons may comment on this rulemaking:

Persons who wish to submit comments on this rulemaking may submit them in writing by
no later than 45 days after publication of this Notice to:

Paul Caselton

Deputy General Counsel — Income Tax
Illinois Department of Revenue

Legal Services Office

101 West Jefferson

Springfield, Illinois 62794

217/524-3951

13)  Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: Small business engaged in providing multistate telecommunications
services will receive guidance on computing their sales factors for income tax
apportionment purposes.

B) Reporting, bookkeeping or other procedures required for compliance: None

)] Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: July 2008

The full text of the Proposed Amendment begins on the next page:
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Section
100.2000
100.2050

Section

100.2100
100.2101
100.2110

100.2120

100.2130
100.2140
100.2150
100.2160
100.2163
100.2165
100.2170
100.2180
100.2185
100.2190
100.2195
100.2196
100.2197
100.2198
100.2199

DEPARTMENT OF REVENUE
NOTICE OF PROPOSED AMENDMENT

TITLE 86: REVENUE
CHAPTER I: DEPARTMENT OF REVENUE

PART 100
INCOME TAX

SUBPART A: TAX IMPOSED
Introduction
Net Income (IITA Section 202)
SUBPART B: CREDITS

Replacement Tax Investment Credit Prior to January 1, 1994 (IITA 201(e))
Replacement Tax Investment Credit (IITA 201(e))

08

Investment Credit; Enterprise Zone and River Edge Redevelopment Zone (IITA

201(1))

Jobs Tax Credit; Enterprise Zone and Foreign Trade Zone or Sub-Zone (IITA

201(g))
Investment Credit; High Impact Business (IITA 201(h))

Credit Against Income Tax for Replacement Tax (IITA 201(i))

Training Expense Credit (IITA 201(j))

Research and Development Credit (IITA 201(k))

Environmental Remediation Credit (IITA 201(1))

Education Expense Credit (IITA 201(m))

Tax Credits for Coal Research and Coal Utilization Equipment (IITA 206)
Credit for Residential Real Property Taxes (IITA 208)

Film Production Services Credit (IITA 213)

Tax Credit for Affordable Housing Donations (IITA Section 214)
Dependent Care Assistance Program Tax Credit (IITA 210)

Employee Child Care Assistance Program Tax Credit (IITA Section 210.5)
Foreign Tax Credit (IITA Section 601(b)(3))

Economic Development for a Growing Economy Credit (IITA 211)
[llinois Earned Income Tax Credit (IITA Section 212)

SUBPART C: NET OPERATING LOSSES OF UNITARY BUSINESS GROUPS

OCCURRING PRIOR TO DECEMBER 31, 1986



ILLINOIS REGISTER 16040

Section
100.2200

100.2210

100.2220

100.2230

100.2240

100.2250

Section
100.2300

100.2310

100.2320

100.2330

100.2340

100.2350

08
DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT

Net Operating Losses Occurring Prior to December 31, 1986, of Unitary Business
Groups: Treatment by Members of the Unitary Business Group. (IITA Section
202) — Scope

Net Operating Losses Occurring Prior to December 31, 1986, of Unitary Business
Groups: Treatment by Members of the Unitary Business Group (IITA Section
202) — Definitions

Net Operating Losses Occurring Prior to December 31, 1986, of Unitary Business
Groups: Treatment by Members of the Unitary Business Group. (IITA Section
202) — Current Net Operating Losses: Offsets Between Members

Net Operating Losses Occurring Prior to December 31, 1986, of Unitary Business
Groups: Treatment by Members of the Unitary Business Group. (IITA Section
202) — Carrybacks and Carryforwards

Net Operating Losses Occurring Prior to December 31, 1986, of Unitary Business
Groups: Treatment by Members of the Unitary Business Group: (IITA Section
202) — Effect of Combined Net Operating Loss in Computing Illinois Base
Income

Net Operating Losses Occurring Prior to December 31, 1986, of Unitary Business
Groups: Treatment by Members of the Unitary Business Group: (IITA Section
202) — Deadline for Filing Claims Based on Net Operating Losses Carried Back
From a Combined Apportionment Year

SUBPART D: ILLINOIS NET LOSS DEDUCTIONS FOR LOSSES
OCCURRING ON OR AFTER DECEMBER 31, 1986

Illinois Net Loss Deduction for Losses Occurring On or After December 31, 1986
(IITA 207)

Computation of the Illinois Net Loss Deduction for Losses Occurring On or After
December 31, 1986 (IITA 207)

Determination of the Amount of Illinois Net Loss for Losses Occurring On or
After December 31, 1986

Illinois Net Loss Carrybacks and Net Loss Carryovers for Losses Occurring On or
After December 31, 1986

Illinois Net Losses and Illinois Net Loss Deductions for Losses Occurring On or
After December 31, 1986, of Corporations that are Members of a Unitary
Business Group: Separate Unitary Versus Combined Unitary Returns

I1linois Net Losses and Illinois Net Loss Deductions, for Losses Occurring On or
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DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT

After December 31, 1986, of Corporations that are Members of a Unitary
Business Group: Changes in Membership

SUBPART E: ADDITIONS TO AND SUBTRACTIONS FROM TAXABLE INCOME OF
INDIVIDUALS, CORPORATIONS, TRUSTS AND ESTATES AND PARTNERSHIPS

Section

100.2405
100.2410
100.2430
100.2450
100.2455

100.2470

100.2480

100.2490

Section
100.2580

100.2590

Section
100.2655

100.2680

Gross Income, Adjusted Gross Income, Taxable Income and Base Income
Defined; Double Deductions Prohibited; Legislative Intention (IITA Section
203(e), (g) and (h))

Net Operating Loss Carryovers for Individuals, and Capital Loss and Other
Carryovers for All Taxpayers (IITA Section 203)

Addition and Subtraction Modifications for Transactions with 80-20 Companies
IIT Refunds (IITA Section 203(a)(2)(H), (b)(2)(F), (c)(2)(J) and (d)(2)(F))
Subtraction Modification: Federally Disallowed Deductions (IITA Sections
203(a)(2)(M), 203(b)(2)(I), 203(c)(2)(L) and 203(d)(2)(J))

Subtraction of Amounts Exempt from Taxation by Virtue of Illinois Law, the
[llinois or U.S. Constitutions, or by Reason of U.S. Treaties or Statutes (IITA
Sections 203(a)(2)(N), 203(b)(2)(J), 203(c)(2)(K) and 203(d)(2)(G))

Enterprise Zone Dividend Subtraction (IITA Sections 203(a)(2)(J), 203(b)(2)(K),
203(c)(2)(M) and 203(d)(2)(K))

Foreign Trade Zone/High Impact Business Dividend Subtraction (IITA Sections
203(a)(2)(K), 203(b)(2)(L), 203(c)(2)(O), 203(d)(2)(M))

SUBPART F: BASE INCOME OF INDIVIDUALS

Medical Care Savings Accounts (IITA Sections 203(a)(2)(D-5), 203(a)(2)(S) and
203(a)(2)(T))

Taxation of Certain Employees of Railroads, Motor Carriers, Air Carriers and
Water Carriers

SUBPART G: BASE INCOME OF TRUSTS AND ESTATES

Subtraction Modification for Enterprise Zone and River Edge Redevelopment
Zone Interest (IITA Section 203(b)(2)(M))

Capital Gain Income of Estates and Trusts Paid to or Permanently Set Aside for
Charity (Repealed)
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Section

100.3000
100.3010
100.3015
100.3020

Section

100.3100
100.3110
100.3120

08
DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT

SUBPART I: GENERAL RULES OF ALLOCATION AND
APPORTIONMENT OF BASE INCOME

Terms Used in Article 3 (IITA Section 301)

Business and Nonbusiness Income (IITA Section 301)
Business Income Election (IITA Section 1501)
Resident (IITA Section 301)

SUBPART J: COMPENSATION
Compensation (IITA Section 302)

State (IITA Section 302)
Allocation of Compensation Paid to Nonresidents (IITA Section 302)

SUBPART K: NON-BUSINESS INCOME OF PERSONS OTHER THAN RESIDENTS

Section

100.3200
100.3210
100.3220

Taxability in Other State (IITA Section 303)
Commercial Domicile (IITA Section 303)

Allocation of Certain Items of Nonbusiness Income by Persons Other Than
Residents (IITA Section 303)

SUBPART L: BUSINESS INCOME OF PERSONS OTHER THAN RESIDENTS

Section
100.3300
100.3310

100.3320
100.3330
100.3340
100.3350

100.3360
| 100.3370

Allocation and Apportionment of Base Income (IITA Section 304)
Business Income of Persons Other Than Residents (IITA Section 304) — In
General

Business Income of Persons Other Than Residents (IITA Section 304) —
Apportionment (Repealed)

Business Income of Persons Other Than Residents (IITA Section 304) —
Allocation

Business Income of Persons Other Than Residents (IITA Section 304)
Property Factor (IITA Section 304)

Payroll Factor (IITA Section 304)

Sales Factor (IITA Section 304)
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| 100.3371
100.3380
100.3390
100.3400

100.3420

100.3500

Section
100.4500

Section

100.5000
100.5010
100.5020
100.5030

100.5040
100.5050
100.5060
100.5070
100.5080

Section

100.5100
100.5110
100.5120
100.5130
100.5140
100.5150
100.5160

08
DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT

Sales Factor for Telecommunications Services

Special Rules (IITA Section 304)

Petitions for Alternative Allocation or Apportionment (IITA Section 304(f))
Apportionment of Business Income of Financial Organizations (IITA Section
304(c))

Apportionment of Business Income of Insurance Companies (IITA Section
304(b))

Allocation and Apportionment of Base Income by Nonresident Partners

SUBPART M: ACCOUNTING

Carryovers of Tax Attributes (IITA Section 405)

SUBPART N: TIME AND PLACE FOR FILING RETURNS

Time for Filing Returns: Individuals (IITA Section 505)

Place for Filing Returns: All Taxpayers (IITA Section 505)

Extensions of Time for Filing Returns: All Taxpayers (IITA Section 505)
Taxpayer's Notification to the Department of Certain Federal Changes Arising in
Federal Consolidated Return Years, and Arising in Certain Loss Carryback Years
(IITA Section 506)

Innocent Spouses

Frivolous Returns

Reportable Transactions

List of Investors in Potentially Abusive Tax Shelters

Registration of Tax Shelters (IITA Section 1405.5)

SUBPART O: COMPOSITE RETURNS

Composite Returns: Eligibility

Composite Returns: Responsibilities of Authorized Agent
Composite Returns: Individual Liability

Composite Returns: Required forms and computation of Income
Composite Returns: Estimated Payments

Composite Returns: Tax, Penalties and Interest

Composite Returns: Credits for Resident Individuals
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100.5170

Section

100.5200
100.5201
100.5205
100.5210
100.5215
100.5220
100.5230
100.5240
100.5250
100.5260
100.5265
100.5270
100.5280

Section

100.7000
100.7010
100.7020
100.7030
100.7040
100.7050
100.7060
100.7070
100.7080
100.7090
100.7095

Section
100.7100
100.7110

08
DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT
Composite Returns: Definition of a "Lloyd's Plan of Operation"

SUBPART P: COMBINED RETURNS

Filing of Combined Returns

Definitions and Miscellaneous Provisions Relating to Combined Returns
Election to File a Combined Return

Procedures for Elective and Mandatory Filing of Combined Returns
Filing of Separate Unitary Returns

Designated Agent for the Members

Combined Estimated Tax Payments

Claims for Credit of Overpayments

Liability for Combined Tax, Penalty and Interest

Combined Amended Returns

Common Taxable Year

Computation of Combined Net Income and Tax

Combined Return Issues Related to Audits

SUBPART Q: REQUIREMENT AND AMOUNT OF WITHHOLDING

Requirement of Withholding (IITA Section 701)
Compensation Paid in this State (IITA Section 701)
Transacting Business Within this State (IITA Section 701)
Payments to Residents (IITA Section 701)

Employer Registration (IITA Section 701)

Computation of Amount Withheld (IITA Section 702)
Additional Withholding (IITA Section 701)

Voluntary Withholding (IITA Section 701)

Correction of Underwithholding or Overwithholding (IITA Section 701)
Reciprocal Agreement (IITA Section 701)

Cross References

SUBPART R: AMOUNT EXEMPT FROM WITHHOLDING

Withholding Exemption (IITA Section 702)
Withholding Exemption Certificate (IITA Section 702)



ILLINOIS REGISTER

16045

100.7120

Section
100.7200

DEPARTMENT OF REVENUE
NOTICE OF PROPOSED AMENDMENT
Exempt Withholding Under Reciprocal Agreements (IITA Section 702)

SUBPART S: INFORMATION STATEMENT

Reports for Employee (IITA Section 703)

SUBPART T: EMPLOYER'S RETURN AND PAYMENT OF TAX WITHHELD

Section

100.7300
100.7310
100.7320
100.7330
100.7340

Section

100.9000
100.9010
100.9020

Section
100.9100

Section
100.9200
100.9210

Section
100.9300
100.9310

Returns of Income Tax Withheld from Wages (IITA Section 704)

Quarterly Returns Filed on Annual Basis (IITA Section 704)

Time for Filing Returns (IITA Section 704)

Payment of Tax Deducted and Withheld (IITA Section 704)

Correction of Underwithholding or Overwithholding (IITA Section 704)
SUBPART U: COLLECTION AUTHORITY

General Income Tax Procedures (IITA Section 901)

Collection Authority (IITA Section 901)

Child Support Collection (IITA Section 901)

SUBPART V: NOTICE AND DEMAND

Notice and Demand (IITA Section 902)

SUBPART W: ASSESSMENT
Assessment (IITA Section 903)
Waiver of Restrictions on Assessment (IITA Section 907)

SUBPART X: DEFICIENCIES AND OVERPAYMENTS

Deficiencies and Overpayments (IITA Section 904)

08

Application of Tax Payments Within Unitary Business Groups (IITA Section 603)
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100.9320
100.9330

Section

100.9400
100.9410
100.9420

Section

100.9500
100.9505
100.9510
100.9520
100.9530

Section
100.9600

Section

100.9700
100.9710
100.9720
100.9730
100.9750

Section
100.9800

08
DEPARTMENT OF REVENUE

NOTICE OF PROPOSED AMENDMENT

Limitations on Notices of Deficiency (IITA Section 905)
Further Notices of Deficiency Restricted (IITA Section 906)

SUBPART Y: CREDITS AND REFUNDS

Credits and Refunds (IITA Section 909)
Limitations on Claims for Refund (IITA Section 911)
Recovery of Erroneous Refund (IITA Section 912)

SUBPART Z: INVESTIGATIONS AND HEARINGS

Access to Books and Records (IITA Section 913)

Access to Books and Records — 60-Day Letters (IITA Section 913) (Repealed)
Taxpayer Representation and Practice Requirements

Conduct of Investigations and Hearings (IITA Section 914)

Books and Records

SUBPART AA: JUDICIAL REVIEW

Administrative Review Law (IITA Section 1201)

SUBPART BB: DEFINITIONS

Unitary Business Group Defined (IITA Section 1501)

Financial Organizations (IITA Section 1501)

Nexus

Investment Partnerships (IITA Section 1501(a)(11.5))

Corporation, Subchapter S Corporation, Partnership and Trust Defined (IITA
Section 1501)

SUBPART CC: LETTER RULING PROCEDURES

Letter Ruling Procedures
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08
DEPARTMENT OF REVENUE
NOTICE OF PROPOSED AMENDMENT
SUBPART DD: MISCELLANEOUS

Section
100.9900 Tax Shelter Voluntary Compliance Program
100.APPENDIX A Business Income Of Persons Other Than Residents

100.TABLE A Example of Unitary Business Apportionment

100.TABLE B Example of Unitary Business Apportionment for Groups Which

Include Members Using Three-Factor and Single-Factor Formulas

AUTHORITY: Implementing the Illinois Income Tax Act [35 ILCS 5] and authorized by
Section 1401 of the Illinois Income Tax Act [35 ILCS 5/1401].

SOURCE: Filed July 14, 1971, effective July 24, 1971; amended at 2 I1l. Reg. 49, p. 84,
effective November 29, 1978; amended at 5 I1l. Reg. 813, effective January 7, 1981; amended at
5 III. Reg. 4617, effective April 14, 1981; amended at 5 Ill. Reg. 4624, effective April 14, 1981;
amended at 5 Ill. Reg. 5537, effective May 7, 1981; amended at 5 Ill. Reg. 5705, effective May
20, 1981; amended at 5 I1l. Reg. 5883, effective May 20, 1981; amended at 5 I1l. Reg. 6843,
effective June 16, 1981; amended at 5 Ill. Reg. 13244, effective November 13, 1981; amended at
5 IlI. Reg. 13724, effective November 30, 1981; amended at 6 I1l. Reg. 579, effective December
29, 1981; amended at 6 I11. Reg. 9701, effective July 26, 1982; amended at 7 Ill. Reg. 399,
effective December 28, 1982; amended at 8 1. Reg. 6184, effective April 24, 1984; codified at 8
I1l. Reg. 19574; amended at 9 Ill. Reg. 16986, effective October 21, 1985; amended at 9 Ill. Reg.
685, effective December 31, 1985; amended at 10 Ill. Reg. 7913, effective April 28, 1986;
amended at 10 Ill. Reg. 19512, effective November 3, 1986; amended at 10 I1l. Reg. 21941,
effective December 15, 1986; amended at 11 Ill. Reg. 831, effective December 24, 1986;
amended at 11 Ill. Reg. 2450, effective January 20, 1987; amended at 11 Ill. Reg. 12410,
effective July 8, 1987; amended at 11 Ill. Reg. 17782, effective October 16, 1987; amended at 12
I1l. Reg. 4865, effective February 25, 1988; amended at 12 Ill. Reg. 6748, effective March 25,
1988; amended at 12 Ill. Reg. 11766, effective July 1, 1988; amended at 12 Ill. Reg. 14307,
effective August 29, 1988; amended at 13 I1l. Reg. 8917, effective May 30, 1989; amended at 13
I1l. Reg. 10952, effective June 26, 1989; amended at 14 Ill. Reg. 4558, effective March 8, 1990;
amended at 14 Ill. Reg. 6810, effective April 19, 1990; amended at 14 Ill. Reg. 10082, effective
June 7, 1990; amended at 14 I1l. Reg. 16012, effective September 17, 1990; emergency
amendment at 17 Ill. Reg. 473, effective December 22, 1992, for a maximum of 150 days;
amended at 17 Ill. Reg. 8869, effective June 2, 1993; amended at 17 Ill. Reg. 13776, effective
August 9, 1993; recodified at 17 I1l. Reg. 14189; amended at 17 I1l. Reg. 19632, effective
November 1, 1993; amended at 17 I1l. Reg. 19966, effective November 9, 1993; amended at 18
I1l. Reg. 1510, effective January 13, 1994; amended at 18 I1l. Reg. 2494, effective January 28,



ILLINOIS REGISTER 16048
08

DEPARTMENT OF REVENUE
NOTICE OF PROPOSED AMENDMENT

1994; amended at 18 Ill. Reg. 7768, effective May 4, 1994; amended at 19 I1l. Reg. 1839,
effective February 6, 1995; amended at 19 I1l. Reg. 5824, effective March 31, 1995; emergency
amendment at 20 I1l. Reg. 1616, effective January 9, 1996, for a maximum of 150 days; amended
at 20 I1l. Reg. 6981, effective May 7, 1996; amended at 20 Ill. Reg. 10706, effective July 29,
1996; amended at 20 I1l. Reg. 13365, effective September 27, 1996; amended at 20 I1l. Reg.
14617, effective October 29, 1996; amended at 21 I1l. Reg. 958, effective January 6, 1997;
emergency amendment at 21 I1l. Reg. 2969, effective February 24, 1997, for a maximum of 150
days; emergency expired July 24, 1997; amended at 22 I1l. Reg. 2234, effective January 9, 1998;
amended at 22 Ill. Reg. 19033, effective October 1, 1998; amended at 22 Ill. Reg. 21623,
effective December 15, 1998; amended at 23 I1l. Reg. 3808, effective March 11, 1999; amended
at 24 1ll. Reg. 10593, effective July 7, 2000; amended at 24 Ill. Reg. 12068, effective July 26,
2000; emergency amendment at 24 I1l. Reg. 17585, effective November 17, 2000, for a
maximum of 150 days; amended at 24 I1l. Reg. 18731, effective December 11, 2000; amended at
25 IlI. Reg. 4640, effective March 15, 2001; amended at 25 Ill. Reg. 4929, effective March 23,
2001; amended at 25 Ill. Reg. 5374, effective April 2, 2001; amended at 25 I1l. Reg. 6687,
effective May 9, 2001; amended at 25 Ill. Reg. 7250, effective May 25, 2001; amended at 25 Ill.
Reg. 8333, effective June 22, 2001; amended at 26 Ill. Reg. 192, effective December 20, 2001;
amended at 26 I1l. Reg. 1274, effective January 15, 2002; amended at 26 Ill. Reg. 9854, effective
June 20, 2002; amended at 26 Ill. Reg. 13237, effective August 23, 2002; amended at 26 Ill. Reg.
15304, effective October 9, 2002; amended at 26 I1l. Reg. 17250, effective November 18, 2002;
amended at 27 Ill. Reg. 13536, effective July 28, 2003; amended at 27 I1l. Reg. 18225, effective
November 17, 2003; emergency amendment at 27 I1l. Reg. 18464, effective November 20, 2003,
for a maximum of 150 days; emergency expired April 17, 2004; amended at 28 I1l. Reg. 1378,
effective January 12, 2004; amended at 28 Ill. Reg. 5694, effective March 17, 2004; amended at
28 I1l. Reg. 7125, effective April 29, 2004; amended at 28 I11. Reg. 8881, effective June 11,
2004; emergency amendment at 28 I1l. Reg. 14271, effective October 18, 2004, for a maximum
of 150 days; amended at 28 I1l. Reg. 14868, effective October 26, 2004; emergency amendment
at 28 Ill. Reg. 15858, effective November 29, 2004, for a maximum of 150 days; amended at 29
I1l. Reg. 2420, effective January 28, 2005; amended at 29 I1l. Reg. 6986, effective April 26,
2005; amended at 29 Ill. Reg. 13211, effective August 15, 2005; amended at 29 I11. Reg. 20516,
effective December 2, 2005; amended at 30 I11. Reg. 6389, effective March 30, 2006; amended at
30 I11. Reg. 10473, effective May 23, 2006; amended by 30 Ill. Reg. 13890, effective August 1,
2006; amended at 30 I1l. Reg. 18739, effective November 20, 2006; amended at 31 Ill. Reg.
16240, effective November 26, 2007; amended at 32 I1l. Reg. 872, effective January 7, 2008;
amended at 32 Ill. Reg. 1407, effective January 17, 2008; amended at 32 Ill. Reg. 3400, effective
February 25, 2008; amended at 32 Ill. Reg. 6055, effective March 25, 2008; amended at 32 TlI.
Reg. 10170, effective June 30, 2008; amended at 32 I1l. Reg. 13223, effective July 24, 2008;
amended at 33 IlI. Reg. , effective .
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SUBPART L: BUSINESS INCOME OF PERSONS OTHER THAN RESIDENTS

Section 100.3371 Sales Factor for Telecommunications Services

a) For taxable years ending on or after December 31, 2008, IITA Section
304(a)(3)(B-5) provides express guidance for determining when gross receipts
from the sale of telecommunications service or mobile telecommunications
service are in this State for purposes of computing the sales factor in IITA Section

304(a)(3).

b) Definitions. For purposes of this Section, the follow terms have the following
meanings:

1 "Ancillary services' means services that are associated with or incidental
to the provision of "telecommunications services', including but not

limited to "detailed telecommunications billing", "directory assistance’”,
"vertical service', and "voice mail services'. (IITA Section 304(a)(3)(B-

5)(1)

2) "Air-to-ground radiotelephone service" means a radio service, as that
termisdefined in 47 CFR 22.99 (2007), in which common carriersare
authorized to offer and provide radio telecommunications service for hire
to subscribersin aircraft. (IITA Section 304(a)(3)(B-5)(i)) 47 CFR 22.99
defines "air-to-ground ratiotelephone service" to mean a "radio service in
which licensees are authorized to offer and provide radio
telecommunications service for hire to subscribers in aircraft".

3) "Call-by-call basis’ means any method of charging for
tel ecommuni cations services where the price is measured by individual
calls. (IITA Section 304(a)(3)(B-5)(1))

4) "Communications channel" means a physical or virtual path of
communications over which signals are transmitted between or among
customer channel termination points. (IITA Section 304(a)(3)(B-5)(1))

5) "Conference bridging service" means an ancillary service that links two
or_ more participants of an audio or video conference call and may include
the provision of a telephone number. "Conference bridging service" does
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not include the tel ecommunications services used to reach the conference
bridge. (IITA Section 304(2)(3)(B-5)(1))

"Customer channel termination point" means the location where the
customer either inputs or receives the communications. (IITA Section
304(a)(3)(B-5)(1))

"Detailed tel ecommunications billing service" means an ancillary service
of separately stating infor mation pertaining to individual calls on a
customer's billing statement. (ITTA Section 304(a)(3)(B-5)(1))

"Directory assistance" means an ancillary service of providing telephone
number information, and/or address information. (IITA Section
304(a)(3)(B-5)(1))

"Home service provider" means the facilities-based carrier or reseller
with which the customer contracts for the provision of "mobile
telecommunications services'. (IITA Section 304(a)(3)(B-5)(1))

"Mobil e telecommunications service' means commercial mobile radio
service, asdefined in 47 CFR 20.3 (June 1, 1999). (IITA Section
304(a)(3)(B-5)(1))

A) "Commercial mobile radio service" is defined in 47 CFR 20.3
(June 1, 1999) as "mobile service that is provided for profit, i.e.,
with the intent of receiving compensation or monetary gain; an
interconnected service; and available to the public, or to such
classes of eligible users as to be effectively available to a
substantial portion of the public; or that is the functional equivalent
of such a mobile service."

B) "Interconnected service" is defined in 47 CFR 20.3 (June 1, 1999)
as a "service that is interconnected with the public switched
network, or interconnected with the public switched network
through an interconnected service provider, that gives subscribers
the capability to communicate to or receive communication from
all other users on the public switched network: or for which a
request for such interconnection is pending pursuant to 47 USC
332(c)(1)(B). A mobile service offers interconnected service even
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if the service allows subscribers to access the public switched
network only during specified hours of the day, or if the service
provides general access to points on the public switched network
but also restricts access in certain limited ways. Interconnected
service does not include any interface between a licensee's
facilities and the public switched network exclusively for a
licensee's internal control purposes."

"Place of primary use" means the street address representative of where
the customer's use of the tel ecommunications service primarily occurs,
which must be the residential street address or the primary business street
address of the customer. In the case of mobile telecommunications
services, "place of primary use" must be within the licensed service area
of the home service provider. (IITA Section 304(a)(3)(B-5)(i))

"Post-paid tel ecommunication service" means the tel ecommunications
service obtained by making a payment on a call-by-call basis either
through the use of a credit card or payment mechanism such as a bank
card, travel card, credit card, or debit card, or by charge madeto a
telephone number which is not associated with the origination or
termination of the telecommunications service. A post-paid calling service
includes telecommuni cations service, except a prepaid wireless calling
service, that would be a prepaid calling service except it is not exclusively
a telecommunication service. (IITA Section 304(a)(3)(B-5)(i))

"Prepaid telecommunication service' means the right to access exclusively
tel ecommuni cations services, which must be paid for in advance and
which enables the origination of calls using an access number or
authorization code, whether manually or electronically dialed, and that is
sold in predetermined units or dollars of which the number declines with
use in a known amount. (IITA Section 304(a)(3)(B-5)(i))

"Prepaid mobile tel ecommunication service' means a telecommunications
service that provides the right to utilize mobile wireless service aswell as
other non-telecommunication services, including but not limited to
ancillary services, which must be paid for in advance that is sold in
predetermined units or dollars of which the number declines with usein a
known amount. (IITA Section 304(a)(3)(B-5)(i))
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"Private communication service' means a telecommunication service that
entitles the customer to exclusive or priority use of a communications
channel or group of channels between or among termination points,
regardless of the manner in which such channel or channelsare
connected, and includes switching capacity, extension lines, stations, and
any other associated services that are provided in connection with the use
of such channel or channels. (IITA Section 304(a)(3)(B-5)(i))

"Service address" means:

A) The location of the telecommunications equipment to which a
customer's call is charged and from which the call originates or
terminates, regardless of where the call isbilled or paid. (IITA
Section 304(a)(3)(B-5)(1))

B) If the location in subsection (b)(16)(A) is not known, service
address means the origination point of the signal of the
telecommunications services first identified by either the seller's
telecommunications system or in information received by the seller
fromits service provider where the system used to transport such
signalsis not that of the seller. (IITA Section 304(a)(3)(B-5)(i))

(@) If the locations in subsections (b)(16)(A) and (B) are not known,
the service address means the location of the customer's place of
primary use. (IITA Section 304(2)(3)(B-5)(1))

"Telecommunications service" means the el ectronic transmission,
conveyance, or routing of voice, data, audio, video, or any other
information or signalsto a point, or between or among points. Theterm
"telecommunications service" includes such transmission, conveyance, or
routing in which computer processing applications are used to act on the
form, code or protocol of the content for purposes of transmission,
conveyance or routing without regard to whether such serviceisreferred
to as voice over Internet protocol services or is classified by the Federal
Communications Commission as enhanced or value added.
"Telecommunications service" does not include:

A) Data processing and information services that allow data to be
generated, acquired, stored, processed, or retrieved and delivered
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by an electronic transmission to a purchaser when such
purchaser's primary purpose for the underlying transaction is the
processed data or information;

Installation or maintenance of wiring or eguipment on a
customer's premises;

Tangible personal property;

Advertising, including but not limited to directory advertising;

Billing and collection services provided to third parties;

Internet access service;

Radio and television audio and video programming Services,
regardless of the medium, including the furnishing of transmission,
conveyance and routing of such services by the programming
service provider. Radio and television audio and video
programming services shall include but not be limited to cable
service as defined in 47 USC 522(6) and audio and video
programming services delivered by commercial mobileradio
service providers, as defined in 47 CFR 20.3.

1) Under 47 USC 522(6), "cable service" is defined to mean
"the one-way transmission to subscribers of video
programming or other programming service, and subscriber
interaction, if any, which is required for the selection or use
of such video programming or other programming service".

ii) For the provisions of 47 CFR 20.3, see subsection (b)(1).

"Ancillary services'; or

Digital products "delivered electronically”, including but not
limited to software, music, video, reading materials or ring tones.
(IITA Section 304(a)(3)(B-5)(1))
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18) "Vertical service' means an "ancillary service' that is offered in
connection with one or more "telecommunications services', which offers
advanced calling features that allow customersto identify callers and to
manage multiple calls and call connections, including "conference
bridging services'. (IITA Section 304(a)(3)(B-5)(1))

19) "Voice mail service' means an "ancillary service" that enables the
customer to store, send or receive recorded messages. "Voice mail
service' does not include any "vertical services' that the customer may be
required to have in order to utilize the "voice mail service". (IITA Section
304(a)(3)(B-5)(1))

Receipts from the sal e of tel ecommunications service sold on an individual call-
by-call basis arein this Sate if either of the following applies:

1 The call both originates and terminates in this Sate. (IITA Section
304(a)(3)(B-5)(ii)(a))

2) The call either originates or terminates in this Sate and the service
addressislocated in this Sate. (IITA Section 304(a)(3)(B-5)(ii)(b))

Receipts from the sale of postpaid telecommunications service at retail arein this
Sate if the origination point of the telecommunication signal, asfirst identified by
the service provider's telecommunication system or as identified by information
received by the seller from its service provider if the system used to transport
telecommunication signals is not the seller's, islocated in this Sate. (IITA
Section 304(a)(3)(B-5)(ii1))

Recelipts from the sale of prepaid telecommunications service or prepaid mobile
telecommunications service at retail arein this Sate if the purchaser obtains the
prepaid card or similar means of conveyance at a location in this Sate. Receipts
from recharging a prepaid tel ecommunications service or mobile
telecommunications service isin this Sate if the purchaser's billing information
indicates a location in this Sate. (IITA Section 304(a)(3)(B-5)(iv))

Receipts from the sale of private communication services arein this Sate as
follows:
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One hundred percent of receipts from charges imposed at each channel
termination point in this Sate. (IITA Section 304(a)(3)(B-5)(v)(a))

One hundred percent of receipts from charges for the total channel
mileage between each channel termination point in this Sate. (IITA
Section 304(a)(3)(B-5)(v)(b))

Fifty percent of the total receipts from charges for service segments when
those segments ar e between two customer channel termination points, one
of which islocated in this Sate and the other is|ocated outside of this
Sate, which segments are separately charged. (IITA Section 304(a)(3)(B-

5)(v)(c))

The receipts from charges for service segments with a channel termination
point located in this Sate and in two or more other states, and which
segments are not separately billed, are in this Sate based on a percentage
determined by dividing the number of customer channel termination points
in this Sate by the total number of customer channel termination points.
(IITA Section 304(a)(3)(B-5)(v)(d))

Receipts from charges for ancillary services for tel ecommunications service sold

to customers at retail arein this Sate if the customer's primary place of use of

tel ecommuni cations services associated with those ancillary servicesisin this

Sate. If the seller of those ancillary services cannot deter mine where the

associated tel ecommunications ar e located, then the ancillary services shall be

based on the location of the purchaser. (IITA Section 304(a)(3)(B-5)(vi))

Receipts to access a carrier's network or from the sale of telecommunication

services or ancillary services for resale are in this Sate as follows:

1)

one hundred percent of the receipts from access fees attributable to
i ntr astate tel ecommuni cations service that both originates and terminates
in this Sate. (IITA Section 304(a)(3)(B-5)(vii)(a))

fifty percent of the receipts from access fees attributabl e to interstate
telecommunications service if the interstate call either originates or
terminatesin this State. (IITA Section 304(a)(3)(B-5)(vii)(b))
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3) one hundred percent of the receipts from inter state end user accessline
charges, if the customer's service addressisin this Sate. Asused in this
subsection (h)(3), "interstate end user accessline charges' includes, but is
not limited to, the surcharge approved by the Federal Communications
Commission and levied pursuant to 47 CFR 69. (IITA Section
304(a)(3)(B-5)(vii)(¢c))

4) Gross receipts from sales of telecommunication services or from ancillary
services for telecommunications services sold to other telecommunication
service providers for resale shall be sourced to this Sate using the
apportionment concepts used for non-resale receipts of
tel ecommunications services if the information is readily available to
make that determination. If the information is not readily available, then
the taxpayer may use any other reasonable and consistent method. (IITA
Section 304(a)(3)(B-5)(vii)(d))

(Source: Added at 33 Ill. Reg. , effective )
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Heading of the Part: Retailers' Occupation Tax

Code Citation: 86 I1l. Adm. Code 130

Section Numbers: Proposed Action:
130.325 Amendment
130.331 Amendment

Statutory Authority: 20 ILCS 2505/2505-90

A Complete Description of the Subjects and Issues Involved: Section 130.325 is being
amended to add the sunset date to the Graphic Arts Machinery and Equipment
Exemption, which was created by Public Act 93-0840, effective July 30, 2004.

Section 130.331 is being amended to add the sunset date for the Manufacturer's Purchase
Credit, and to add text regarding when credits earned have to be used and when credits
earned have to be claimed, which was created by Public Act 93-0840, effective July 30,
2004.

Published studies or reports, and sources of underlying data, used to compose this
rulemaking: None

Will this rulemaking replace any emergency rulemaking currently in effect: No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other proposed rulemakings pending on this Part? Yes

Section Numbers: Proposed Action: Illinois Register Citation:

130.120 Amendment 32 11l. Reg. 4155; March 21, 2008
130.330 Amendment 32 I1l. Reg. 8561; June 13, 2008
130.605 Amendment 32 I1l. Reg. 8850; June 20, 2008
130.2125 Amendment 32 Ill. Reg. 9801; July 11, 2008
130.340 Amendment 32 I1l. Reg. 10806; July 18, 2008
130.2115 Amendment 32 Ill. Reg. 10806; July 18, 2008

130.2145 Amendment 32 I1l. Reg. 15763; September 26, 2008



ILLINOIS REGISTER 16058
08

DEPARTMENT OF REVENUE
NOTICE OF PROPOSED AMENDMENTS

11)  Statement of Statewide Policy Objective: This rulemaking does not create a State
mandate, nor does it modify any existing State mandates.

12)  Time, Place and Manner in which interested persons may comment on this proposed
rulemaking: Persons who wish to submit comments on this proposed rulemaking may
submit them in writing by no later than 45 days after publication of this Notice to:

Debra M. Boggess

Associate Counsel

[llinois Department of Revenue
Legal Services Office

101 West Jefferson
Springfield, [llinois 62794

217/782-2844

13)  Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not for profit corporations
affected: Sellers of manufacturing and graphic arts machinery and equipment, as
well as manufacturers and graphic arts producers.

B) Reporting, bookkeeping or other procedures required for compliance: None

0] Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: July 2008

The full text of the Proposed Amendments begins on the next page:
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TITLE 86: REVENUE
CHAPTER I: DEPARTMENT OF REVENUE
PART 130

RETAILERS' OCCUPATION TAX

SUBPART A: NATURE OF TAX
Section
130.101 Character and Rate of Tax
130.105 Responsibility of Trustees, Receivers, Executors or Administrators
130.110 Occasional Sales
130.111 Sale of Used Motor Vehicles, Aircraft, or Watercraft by Leasing or Rental

Business

130.115 Habitual Sales
130.120 Nontaxable Transactions

SUBPART B: SALE AT RETAIL
Section
130.201 The Test of a Sale at Retail
130.205 Sales for Transfer Incident to Service
130.210 Sales of Tangible Personal Property to Purchasers for Resale
130.215 Further Illustrations of Sales for Use or Consumption Versus Sales for Resale
130.220 Sales to Lessors of Tangible Personal Property
130.225 Drop Shipments

SUBPART C: CERTAIN STATUTORY EXEMPTIONS

Section
130.305 Farm Machinery and Equipment
130.310 Food, Drugs, Medicines and Medical Appliances
130.315 Fuel Sold for Use in Vessels on Rivers Bordering Illinois
130.320 Gasohol, Majority Blended Ethanol, Biodiesel Blends, and 100% Biodiesel
130.321 Fuel Used by Air Common Carriers in International Flights
130.325 Graphic Arts Machinery and Equipment Exemption
130.330 Manufacturing Machinery and Equipment
130.331 Manufacturer's Purchase Credit
130.332 Automatic Vending Machines

130.335 Pollution Control Facilities and Low Sulfur Dioxide Emission Coal-Fueled
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130.340
130.341
130.345
130.350

130.351

Section
130.401
130.405
130.410
130.415
130.420
130.425
130.430
130.435
130.440
130.445
130.450
130.455

Section
130.501
130.502
130.505
130.510
130.515
130.520
130.525
130.530

130.535
130.540
130.545
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Devices

Rolling Stock

Commercial Distribution Fee Sales Tax Exemption

Oil Field Exploration, Drilling and Production Equipment

Coal Exploration, Mining, Off Highway Hauling, Processing, Maintenance and
Reclamation Equipment

Aggregate Manufacturing

SUBPART D: GROSS RECEIPTS

Meaning of Gross Receipts

How to Avoid Paying Tax on State or Local Tax Passed on to the Purchaser
Cost of Doing Business Not Deductible

Transportation and Delivery Charges

Finance or Interest Charges — Penalties — Discounts
Traded-In Property

Deposit or Prepayment on Purchase Price

State and Local Taxes Other Than Retailers' Occupation Tax
Penalties

Federal Taxes

Installation, Alteration and Special Service Charges

Motor Vehicle Leasing and Trade-In Allowances

SUBPART E: RETURNS

Monthly Tax Returns — When Due — Contents

Quarterly Tax Returns

Returns and How to Prepare

Annual Tax Returns

First Return

Final Returns When Business is Discontinued

Who May Sign Returns

Returns Covering More Than One Location Under Same Registration — Separate
Returns for Separately Registered Locations

Payment of the Tax, Including Quarter Monthly Payments in Certain Instances
Returns on a Transaction by Transaction Basis

Registrants Must File a Return for Every Return Period
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130.550 Filing of Returns for Retailers by Suppliers Under Certain Circumstances
130.551 Prepayment of Retailers' Occupation Tax on Motor Fuel
130.552 Alcoholic Liquor Reporting
130.555 Vending Machine Information Returns
130.560 Verification of Returns

SUBPART F: INTERSTATE COMMERCE
Section
130.601 Preliminary Comments
130.605 Sales of Property Originating in Illinois
130.610 Sales of Property Originating in Other States

SUBPART G: CERTIFICATE OF REGISTRATION
Section
130.701 General Information on Obtaining a Certificate of Registration
130.705 Procedure in Disputed Cases Involving Financial Responsibility Requirements
130.710 Procedure When Security Must be Forfeited
130.715 Sub-Certificates of Registration
130.720 Separate Registrations for Different Places of Business of Same Taxpayer Under
Some Circumstances
130.725 Display
130.730 Replacement of Certificate
130.735 Certificate Not Transferable
130.740 Certificate Required For Mobile Vending Units
130.745 Revocation of Certificate
SUBPART H: BOOKS AND RECORDS

Section
130.801 General Requirements
130.805 What Records Constitute Minimum Requirement
130.810 Records Required to Support Deductions
130.815 Preservation and Retention of Records
130.820 Preservation of Books During Pendency of Assessment Proceedings
130.825 Department Authorization to Destroy Records Sooner Than Would Otherwise be

Permissible
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SUBPART I: PENALTIES AND INTEREST

Section
130.901 Civil Penalties
130.905 Interest
130.910 Criminal Penalties
SUBPART J: BINDING OPINIONS
Section

130.1001 When Opinions from the Department are Binding
SUBPART K: SELLERS LOCATED ON, OR SHIPPING TO, FEDERAL AREAS

Section

130.1101 Definition of Federal Area

130.1105 When Deliveries on Federal Areas Are Taxable

130.1110 No Distinction Between Deliveries on Federal Areas and Illinois Deliveries
Outside Federal Areas

SUBPART L: TIMELY MAILING TREATED AS TIMELY FILING AND PAYING

Section
130.1201 General Information
130.1205 Due Date that Falls on Saturday, Sunday or a Holiday

SUBPART M: LEASED PORTIONS OF LESSOR'S BUSINESS SPACE

Section

130.1301 When Lessee of Premises Must File Return for Leased Department

130.1305 When Lessor of Premises Should File Return for Business Operated on Leased
Premises

130.1310 Meaning of "Lessor" and "Lessee" in this Regulation

SUBPART N: SALES FOR RESALE

Section
130.1401 Seller's Responsibility to Determine the Character of the Sale at the Time of the
Sale



ILLINOIS REGISTER

16063

130.1405

130.1410
130.1415
130.1420

Section

130.1501
130.1505
130.1510
130.1515

Section

130.1601
130.1605
130.1610

Section
130.1701

Section

130.1801
130.1805
130.1810

Section
130.1901
130.1905
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Seller's Responsibility to Obtain Certificates of Resale and Requirements for

Certificates of Resale

Requirements for Certificates of Resale (Repealed)
Resale Number — When Required and How Obtained
Blanket Certificate of Resale (Repealed)

SUBPART O: CLAIMS TO RECOVER ERRONEOUSLY PAID TAX

Claims for Credit — Limitations — Procedure
Disposition of Credit Memoranda by Holders Thereof
Refunds

Interest

SUBPART P: PROCEDURE TO BE FOLLOWED UPON
SELLING OUT OR DISCONTINUING BUSINESS

When Returns are Required After a Business is Discontinued
When Returns Are Not Required After Discontinuation of a Business
Cross Reference to Bulk Sales Regulation

SUBPART Q: NOTICE OF SALES OF GOODS IN BULK

Bulk Sales: Notices of Sales of Business Assets

SUBPART R: POWER OF ATTORNEY

When Powers of Attorney May be Given
Filing of Power of Attorney With Department
Filing of Papers by Agent Under Power of Attorney

SUBPART S: SPECIFIC APPLICATIONS

Addition Agents to Plating Baths
Agricultural Producers
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130.1910

130.1915
130.1920
130.1925
130.1930
130.1935
130.1940
130.1945
130.1950
130.1951
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Antiques, Curios, Art Work, Collectors' Coins, Collectors' Postage Stamps and
Like Articles

Auctioneers and Agents

Barbers and Beauty Shop Operators

Blacksmiths

Chiropodists, Osteopaths and Chiropractors

Computer Software

Construction Contractors and Real Estate Developers

Co-operative Associations

Dentists

Enterprise Zones

Sales of Building Materials to a High Impact Business

Sales of Building Materials to be Incorporated into a Redevelopment Project Area
within an Intermodal Terminal Facility Area

Farm Chemicals

Finance Companies and Other Lending Agencies — Installment Contracts — Bad
Debts

Florists and Nurserymen

Hatcheries

Sellers of Pets and the Like

Operators of Games of Chance and Their Suppliers

Optometrists and Opticians

Pawnbrokers

Peddlers, Hawkers and Itinerant Vendors

Personalizing Tangible Personal Property

Persons Engaged in the Printing, Graphic Arts or Related Occupations, and Their
Suppliers

Sales to Nonprofit Arts or Cultural Organizations

Persons Engaged in Nonprofit Service Enterprises and in Similar Enterprises
Operated As Businesses, and Suppliers of Such Persons

Sales by Teacher-Sponsored Student Organizations

Exemption Identification Numbers

Sales by Nonprofit Service Enterprises

Personal Property Purchased Through Certain Fundraising Events for the Benefit
of Certain Schools

Persons Who Rent or Lease the Use of Tangible Personal Property to Others
Sales to Persons Who Lease Tangible Personal Property to Exempt Hospitals
Sales to Persons Who Lease Tangible Personal Property to Governmental Bodies
Persons in the Business of Both Renting and Selling Tangible Personal Property —
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Tax Liabilities, Credit

130.2015 Persons Who Repair or Otherwise Service Tangible Personal Property

130.2020 Physicians and Surgeons

130.2025 Picture-Framers

130.2030 Public Amusement Places

130.2035 Registered Pharmacists and Druggists

130.2040 Retailers of Clothing

130.2045 Retailers on Premises of the Illinois State Fair, County Fairs, Art Shows, Flea
Markets and the Like

130.2050 Sales and Gifts By Employers to Employees

130.2055 Sales by Governmental Bodies

130.2060 Sales of Alcoholic Beverages, Motor Fuel and Tobacco Products

130.2065 Sales of Automobiles for Use In Demonstration (Repealed)

130.2070 Sales of Containers, Wrapping and Packing Materials and Related Products

130.2075 Sales To Construction Contractors, Real Estate Developers and Speculative
Builders

130.2076 Sales to Purchasers Performing Contracts with Governmental Bodies

130.2080 Sales to Governmental Bodies, Foreign Diplomats and Consular Personnel

130.2085 Sales to or by Banks, Savings and Loan Associations and Credit Unions

130.2090 Sales to Railroad Companies

130.2095 Sellers of Gasohol, Coal, Coke, Fuel Oil and Other Combustibles

130.2100 Sellers of Feeds and Breeding Livestock

130.2101 Sellers of Floor Coverings

130.2105 Sellers of Newspapers, Magazines, Books, Sheet Music and Musical Recordings,
and Their Suppliers; Transfer of Data Downloaded Electronically

130.2110 Sellers of Seeds and Fertilizer

130.2115 Sellers of Machinery, Tools and Special Order Items

130.2120 Suppliers of Persons Engaged in Service Occupations and Professions

130.2125 Trading Stamps and Discount Coupons

130.2130 Undertakers and Funeral Directors

130.2135 Vending Machines

130.2140 Vendors of Curtains, Slip Covers and Other Similar Items Made to Order

130.2145 Vendors of Meals

130.2150 Vendors of Memorial Stones and Monuments

130.2155 Tax Liability of Sign Vendors

130.2156 Vendors of Steam

130.2160 Vendors of Tangible Personal Property Employed for Premiums, Advertising,
Prizes, Etc.

130.2165 Veterinarians
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130.2170 Warehousemen

SUBPART T: DIRECT PAYMENT PROGRAM

Section

130.2500 Direct Payment Program

130.2505 Qualifying Transactions, Non-transferability of Permit
130.2510 Permit Holder's Payment of Tax

130.2515 Application for Permit

130.2520 Qualification Process and Requirements

130.2525 Application Review

130.2530 Recordkeeping Requirements

130.2535 Revocation and Withdrawal

130.ILLUSTRATION A Examples of Tax Exemption Card
130.ILLUSTRATION B  Example of Notice of Revocation of Certificate of Registration

AUTHORITY: Implementing the Illinois Retailers' Occupation Tax Act [35 ILCS 120] and
authorized by Section 2505-25 of the Civil Administrative Code of Illinois [20 ILCS 2505/2505-
25].

SOURCE: Adopted July 1, 1933; amended at 2 Ill. Reg. 50, p. 71, effective December 10, 1978;
amended at 3 I1l. Reg. 12, p. 4, effective March 19, 1979; amended at 3 I1l. Reg. 13, pp. 93 and
95, effective March 25, 1979; amended at 3 I11. Reg. 23, p. 164, effective June 3, 1979; amended
at 3 I1l. Reg. 25, p. 229, effective June 17, 1979; amended at 3 I1l. Reg. 44, p. 193, effective
October 19, 1979; amended at 3 Ill. Reg. 46, p. 52, effective November 2, 1979; amended at 4
I1l. Reg. 24, pp. 520, 539, 564 and 571, effective June 1, 1980; amended at 5 I1l. Reg. 818,
effective January 2, 1981; amended at 5 Ill. Reg. 3014, effective March 11, 198l; amended at 5
I1l. Reg. 12782, effective November 2, 1981; amended at 6 Ill. Reg. 2860, effective March 3,
1982; amended at 6 I1l. Reg. 6780, effective May 24, 1982; codified at 6 I1l. Reg. 8229;
recodified at 6 I1l. Reg. 8999; amended at 6 I1l. Reg. 15225, effective December 3, 1982;
amended at 7 I1l. Reg. 7990, effective June 15, 1983; amended at 8 I1l. Reg. 5319, effective April
11, 1984; amended at 8 1. Reg. 19062, effective September 26, 1984; amended at 10 Ill. Reg.
1937, effective January 10, 1986; amended at 10 Ill. Reg. 12067, effective July 1, 1986; amended
at 10 I1l. Reg. 19538, effective November 5, 1986; amended at 10 I1l. Reg. 19772, effective
November 5, 1986; amended at 11 I1l. Reg. 4325, effective March 2, 1987; amended at 11 Ill.
Reg. 6252, effective March 20, 1987; amended at 11 Ill. Reg. 18284, effective October 27, 1987;
amended at 11 Ill. Reg. 18767, effective October 28, 1987; amended at 11 I1l. Reg. 19138,
effective October 29, 1987; amended at 11 Ill. Reg. 19696, effective November 23, 1987;
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amended at 12 Ill. Reg. 5652, effective March 15, 1988; emergency amendment at 12 Ill. Reg.
14401, effective September 1, 1988, for a maximum of 150 days, modified in response to an
objection of the Joint Committee on Administrative Rules at 12 I1l. Reg. 19531, effective
November 4, 1988, not to exceed the 150 day time limit of the original rulemaking; emergency
expired January 29, 1989; amended at 13 Ill. Reg. 11824, effective June 29, 1989; amended at 14
I1l. Reg. 241, effective December 21, 1989; amended at 14 Ill. Reg. 872, effective January 1,
1990; amended at 14 Ill. Reg. 15463, effective September 10, 1990; amended at 14 I1l. Reg.
16028, effective September 18, 1990; amended at 15 I1l. Reg. 6621, effective April 17, 1991;
amended at 15 Ill. Reg. 13542, effective August 30, 1991; amended at 15 Ill. Reg. 15757,
effective October 15, 1991; amended at 16 I1l. Reg. 1642, effective January 13, 1992; amended
at 17 Ill. Reg. 860, effective January 11, 1993; amended at 17 I1l. Reg. 18142, effective October
4, 1993; amended at 17 I1l. Reg. 19651, effective November 2, 1993; amended at 18 Ill. Reg.
1537, effective January 13, 1994; amended at 18 Ill. Reg. 16866, effective November 7, 1994;
amended at 19 Ill. Reg. 13446, effective September 12, 1995; amended at 19 Ill. Reg. 13568,
effective September 11, 1995; amended at 19 I1l. Reg. 13968, effective September 18, 1995;
amended at 20 I11. Reg. 4428, effective March 4, 1996, amended at 20 Ill. Reg. 5366, effective
March 26, 1996; amended at 20 I1l. Reg. 6991, effective May 7, 1996; amended at 20 Ill. Reg.
9116, effective July 2, 1996; amended at 20 I1l. Reg. 15753, effective December 2, 1996;
expedited correction at 21 Ill. Reg. 4052, effective December 2, 1996; amended at 20 I11. Reg.
16200, effective December 16, 1996; amended at 21 I1l. Reg. 12211, effective August 26, 1997,
amended at 22 Ill. Reg. 3097, effective January 27, 1998; amended at 22 Ill. Reg. 11874,
effective June 29, 1998; amended at 22 I1l. Reg. 19919, effective October 28, 1998; amended at
22 11l. Reg. 21642, effective November 25, 1998; amended at 23 I1l. Reg. 9526, effective July 29,
1999; amended at 23 I1l. Reg. 9898, effective August 9, 1999; amended at 24 Ill. Reg. 10713,
effective July 7, 2000; emergency amendment at 24 Ill. Reg. 11313, effective July 12, 2000, for a
maximum of 150 days; amended at 24 I1l. Reg. 15104, effective October 2, 2000; amended at 24
I1l. Reg. 18376, effective December 1, 2000; amended at 25 I1l. Reg. 941, effective January 8,
2001; emergency amendment at 25 I1l. Reg. 1792, effective January 16, 2001, for a maximum of
150 days; amended at 25 I1l. Reg. 4674, effective March 15, 2001; amended at 25 Ill. Reg. 4950,
effective March 19, 2001; amended at 25 I11. Reg. 5398, effective April 2, 2001; amended at 25
I1l. Reg. 6515, effective May 3, 2001; expedited correction at 25 Ill. Reg. 15681, effective May
3,2001; amended at 25 Ill. Reg. 6713, effective May 9, 2001; amended at 25 I1l. Reg. 7264,
effective May 25, 2001; amended at 25 I1l. Reg. 10917, effective August 13, 2001; amended at
25 111. Reg. 12841, effective October 1, 2001; amended at 26 I1l. Reg. 958, effective January 15,
2002; amended at 26 I1l. Reg. 1303, effective January 17, 2002; amended at 26 Ill. Reg. 3196,
effective February 13, 2002; amended at 26 I11. Reg. 5369, effective April 1, 2002; amended at
26 I11. Reg. 5946, effective April 15, 2002; amended at 26 I11. Reg. 8423, effective May 24,
2002; amended at 26 I11. Reg. 9885, effective June 24, 2002; amended at 27 Ill. Reg. 795,
effective January 3, 2003; emergency amendment at 27 [ll. Reg. 11099, effective July 7, 2003,
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for a maximum of 150 days; emergency expired December 3, 2003; amended at 27 I1l. Reg.
17216, effective November 3, 2003; emergency amendment at 27 Ill. Reg. 18911, effective
November 26, 2003, for a maximum of 150 days; emergency expired April 23, 2004; amended at
28 Ill. Reg. 9121, effective June 18, 2004; amended at 28 Ill. Reg. 11268, effective July 21,
2004; emergency amendment at 28 I11. Reg. 15193, effective November 3, 2004, for a maximum
of 150 days; emergency expired April 1, 2005; amended at 29 Ill. Reg. 7004, effective April 26,
2005; amended at 31 I1l. Reg. 3574, effective February 16, 2007; amended at 31 Ill. Reg. 5621,
effective March 23, 2007; amended at 31 I1l. Reg. 13004, effective August 21, 2007; amended at
31 Ill. Reg. 14091, effective September 21, 2007; amended at 32 I1l. Reg. 4226, effective March
6, 2008; emergency amendment at 32 Ill. Reg. 8785, effective May 29, 2008, for a maximum of
150 days; amended at 32 I1l. Reg. 10207, effective June 24, 2008; amended at 33 Ill. Reg.

, effective .

SUBPART C: CERTAIN STATUTORY EXEMPTIONS
Section 130.325 Graphic Arts Machinery and Equipment Exemption

a) General. Through June 30, 2003, and beginning again on September 1, 2004
through August 31, 2009, notwithstanding the fact that sales may be at retail, the
Retailers' Occupation Tax does not apply to the sale of machinery and equipment,
including repair and replacement parts, both new and used and including that
manufactured on special order to be used primarily in graphic arts production.
The exemption extends to purchases by lessors who will lease the property for use
primarily in graphic arts production. Taxpayers must certify the use of the
equipment they are purchasing to their suppliers. (See subsection (i) of this
Section.) By statute, this exemption was repealed June 30, 2003 (Public Act 93-
0024 effective June 20, 2003). Pursuant to Public Act 93-0840, effective July 30,
2004, this exemption was reenacted without any specific sunset date. Section 2-
70 of the Retailers' Occupation Tax Act provides that, if a reasonable and
appropriate sunset date is not specified in the Public Act that creates the
exemption, credit or deduction, a taxpayer shall not be entitled to take the
exemption, credit or deduction beginning five years after the effective date of the
Public Act creating the exemption, credit or deduction and thereafter. Because no
sunset date or language excepting this exemption from the sunset provision was
contained in Public Act 93-0840, the statutory sunset provision applies the five-
year sunset. Beginning September 1, 2009, this exemption will no longer be
available.

b) Graphic Arts Production. Provisions effective August 13, 1999 through June 30,
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2003, and beginning again on September 1, 2004 through August 31, 2009:

1) Graphic arts production has the following meanings and applications:

A)

B)

0

Graphic arts production means printing, including ink jet printing,
by one or more of the processes described in Groups 323110
through 323122 of Subsector 323, Groups 511110 through 511199
of Subsector 511, and Group 512230 of Subsector 512 of the North
American Industry Classification System ("NAICS") published by
the U.S. Office of Management and Budget, 1997 edition (no
subsequent amendments or editions are included). Graphic arts
production does not include the transfer of images onto paper or
other tangible personal property by means of photocopying or
final printed productsin electronic or audio form, including the
production of software or audio-books. (Section 2-30 of the Act)
Groups 323110 through 323122 of Subsector 323, Groups 511110
through 511199 of Subsector 511, and Group 512230 of Subsector
512 include printing upon apparel and textile products, paper,
metal, glass, plastics, and other materials except fabric (grey
goods). Printing upon grey goods is part of the process of
finishing fabric and is included in the NAICS Textile Mills
subsector in Industry 31331, Textile and Fabric Finishing Mills.

The North American Industry Classification System referenced in
subsection (b)(1) can be obtained from the U.S. Department of
Commerce, National Technical Information Service, 5285 Port
Royal Road, Springfield, Virginia 22161 (Phone: 1-800-553-
6847). The Department also maintains a copy of this information,
which may be obtained upon request and at cost, from the Legal
Services Office, 5-500, 101 West Jefferson Street, Springfield,
[llinois 62794.

The exemption applies to machinery and equipment used in
graphic arts production processes, as those processes are described
in the NAICS. While the NAICS subsectors referenced in
subsection (b)(1)(A) describe types of graphic arts establishments
that typically engage in graphic arts production, the exemption is
not limited to qualifying machinery and equipment used by the
establishments described in the NAICS, but rather, to qualifying
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machinery and equipment used in the printing processes described
in the NAICS (for example, lithography, gravure, flexography,
screen printing, quick printing, digital printing and trade services
such as prepress and binding and finishing services). The tangible
personal property produced by graphic arts production need not be
sold at retail in order for the exemption to apply. For instance, a
company's purchase of qualifying graphic arts equipment used to
produce its own printed materials qualifies for the exemption, even
though the company is not in the business of selling printed
materials at retail.

D) The exemption includes printing by methods of engraving,
letterpress, lithography, gravure, flexography, screen, quick; and
digital printing. It also includes the printing of manifold business
forms, blankbooks, looseleaf binders, books, periodicals and
newspapers. Included in the exemption are prepress services
described in Subsector 323122 of the NAICS (e.g., the creation
and preparation of negative or positive film from which plates are
produced, plate production, cylinder engraving, typesetting and
imagesetting). The exemption also includes trade binding and
related printing support activities set forth in Subsector 323121 of
the NAICS (e.g., tradebinding, sample mounting and postpress
services, such as book or paper bronzing, edging, embossing,
folding, gilding, gluing, die cutting, finishing, tabbing and
indexing).

E) "Digital printing and quick printing" mean the printing of graphical
text or images by a process utilizing digital technology, as
provided in subsection (b)(4) of this Section. It also includes the
printing of what is commonly known as "digital photography"
(e.g., use of a qualifying integrated computer and printer system to
print a digital image). The exemption extends only to machinery
and equipment, including repair and replacement parts, used in the
act of production. Accordingly, no other type or kind of tangible
personal property will qualify for the exemption, even though it
may be used primarily in the graphic arts business.

2) Machinery means major mechanical machines or major components of
steh-machines contributing to graphic arts production. Equipment means
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any independent device or tool separate from any machinery but essential
to the graphic arts production process; or any sub-unit or assembly
comprising a component of any machinery or auxiliary, adjunct, or
attachment parts of machinery. Beginning August 23, 2001, equipment
includes chemicals or chemicals acting as catalysts but only if the
chemicals or chemicals acting as catalysts effect a direct and immediate
change upon a graphic arts product.

A) The exemption does not include hand tools, supplies such as rags,
lubricants, adhesives, solvents, ink, dyes, chemicals except as
described in this subsection (b)(2), negatives, acids or solutions,
fuels, electricity and steam or water. The exemption also does not
include items of personal apparel, such as gloves, shoes, glasses,
goggles, coveralls, aprons; and masks.

B) This exemption does not include the sale of materials to a
purchaser who manufactures those materials into an otherwise
exempted type of graphic arts machinery or equipment.

@) Machinery and equipment does not include foundations or special
purpose buildings to house or support graphic arts machinery and
equipment.

D) Machinery and equipment does not include computer software
unless purchased preinstalled in qualifying computer equipment.
Computer software not purchased preinstalled in qualifying
computer equipment, including upgrades or new software, is
subject to tax.

Primary Use. The law requires that machinery and equipment be used
primarily in graphic arts production.

A) Therefore, machinery that is used primarily in an exempt process
and partially in a nonexempt manner would qualify for the
exemption. However, the purchaser must be able to establish
through adequate records that the machinery or equipment is used
over 50% in an exempt manner in order to claim the exemption.

B) The fact that particular machinery or equipment may be considered
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essential to the conduct of the business of graphic arts production
because its use is required by law or practical necessity does not,
of itself, mean the machinery or equipment is used primarily in
graphic arts production.

4) By way of illustration and not limitation, the following activities will
generally be considered graphic arts production:

A)

Prepress or preliminary processes. Prepress or preliminary
processes include the steps required to transform an original into a
state that is ready for reproduction by printing. Prepress or
preliminary processes include typesetting, film production, color
separation, final photocomposition (e.g., image assembly and
imposition (stripping)); and platemaking. Prepress or preliminary
processes include the manipulation of images or text in preparation
for printing for the purpose of conforming those images to the
specific requirements of the printing process being utilized. For
example, the images must be conformed for a specific signature
layout and formatted to a specific paper size. In addition, colors
must be calibrated to the specific type of paper or printing process
utilized, so that they conform to customer specifications. Prepress
or preliminary processes do not, however, include the creation or
artistic enhancement of images that will later be reproduced in
printed form by a graphic arts process. For example, the creation
of an advertisement pursuant to customer direction, or
enhancement of a photograph received from a customer by adding
a border, text or rearranging the placement of images in the
photograph, is not the performance of a qualifying prepress or
preliminary process. Prepress or preliminary processes can be
performed at the printing facility, a separate prepress or
preliminary facility, the customer's location, or other location. The
following are examples of equipment used in qualifying prepress
or preliminary activities:

1) Large scale, fixed-position cameras used to photograph two
dimensional copy to produce negatives or positives used in
the production of plates; film processors; scanners;
imposetters; RIP (raster image processor) equipment;
proofing equipment; imagesetters, plate processors,
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iii)

helioklischographs and computer-to-plate and computer-to-
press equipment.

Computers that qualify include computers used primarily to
receive, store and manipulate images to conform them to
the requirements of a specific printing process that will
later be performed. Computers used in connection with
what is commonly referred to as "digital photography" will
qualify if used primarily to format the graphic image that
will be printed (e.g., used to format the size and layout of
images to be printed). If thesueh computers are primarily
used, however, to apply background colors, borders or
other artistic enhancements, or to view and select particular
digital images to be printed, they will not qualify for the
exemption.

Digital cameras do not qualify if they are used primarily to
create an original image that will later be reproduced by a
graphic arts process.

Servers used primarily to transfer images and text to
qualifying equipment qualify, but do not qualify if used
primarily in a non-exempt activity (for example, servers
used to maintain an in-house email system).

Scanners used primarily to input previously created images
or text that will be reproduced by a graphic arts process
qualify for the exemption.

The transfer of images or text from computers, plates, cylinders or
blankets to paper or other stock to be printed. This process begins
when paper is introduced on the press. Examples of qualifying
equipment used in this activity include printing plates, printing
presses, blankets and rollers, automatic blanket washers, scorers
and dies, folders, punchers, stackers, strappers used in the
pressroom for signatures, dryers, chillers and cooling towers.
Laser or ink jet printers used to print on paper or other stock are
also included in this exemption.
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1) Equipment used to handle or convey printed materials

between production stations in an integrated on-line
graphic arts process is included in the exemption (e.g., a
forklift or bindery cart will qualify for the exemption if it is
primarily used to convey book covers that have been
printed and cut to binding and finishing equipment).

1) Computer equipment used to operate exempt graphic arts
equipment also qualifies for the exemption.

ii1) Equipment, such as transformers, used primarily to provide
power to qualifying printing presses or bindery lines,
qualifies for the exemption. Similarly, heating and cooling
machinery or equipment used to produce an environment
necessary for the production of printed material qualifies
for the exemption. For example, humidity-control
equipment used to reduce static during the printing process
qualifies for the exemption.

@) Activities involving the binding, collating or finishing of the
graphic arts product. Equipment used in these activities includes,
for instance, binders, packers, gatherers, joggers, trimmers,
selectronic equipment, blow-in card feeders, inserters, stitchers,
gluers, spiral binders, addressing machines, labelers and ink-jet
printers.

1) Machinery or equipment used to convey materials to
packaging areas after the graphic arts product has been
printed, bound and finished qualifies for the exemption.
ThatSueh equipment includes, for instance, conveyor
systems, hoists or other conveyance mechanisms used to
direct the final printed product into packaging areas.

i) Machinery or equipment used to package materials after the
graphic arts product has been printed, bound and finished
qualifies for the exemption. PackagingSuehpackaging
equipment includes, for instance, cartoning systems,
palletizers, stretch wrappers, strappers, shrink tunnels and
similar equipment.
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By way of illustration and not limitation, the following activities will
generally not be considered to be graphic arts production:

A) The use of machinery and equipment in general maintenance or
repair work on production machinery or equipment. This includes
hand tools, welding tools, racks, and other machinery and
equipment used in the maintenance area.

B) The use of machinery and equipment (e.g., fork lifts, roll clamps
and roll grabbers) to convey raw materials to the press does not
qualify for the exemption.

0] The use of machinery or equipment to convey materials to final
storage or shipping areas. ThatSuek equipment includes, for
instance, fork lifts used primarily to place the packaged printed
product into final storage or shipping areas.

D) The use of machinery or equipment to gather information, track
jobs or to perform data-related functions prior to a qualifying
prepress activity (e.g., computers used primarily to edit or create
text, data, or other copy). ThatSueh equipment includes items such
as inventory tracking devices and bar-code readers.

E) The use of machinery or equipment to photocopy printed matter.
A copier that is capable of printing images or text transmitted to it
in digital form will qualify. However, a copier that produces
photocopies by means of xerographic technology is subject to tax.

F) The use of machinery or equipment in managerial, sales or other
non-production, non-operational activities including inventory
control, production scheduling, purchasing, receiving, accounting,
physical management, general communications, plant security,
marketing, or personnel recruitment, selection or training. Waste
disposal equipment (e.g., equipment used to contain and recapture
paper dust) does not qualify for the exemption. However, for
information regarding the pollution control exemption, see Section
130.335 of this Part. Similarly, baling equipment used to recycle
paper waste does not qualify under this exemption. However, the
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manufacturing machinery and equipment exemption may be
applicable. (See Section 130.330 of this Part.)

G) The use of machinery and equipment to prevent or fight fires or to
protect employees, such as protective masks, respirators, first-aid
kits, gloves, coveralls and goggles, or for safety, accident
protection or first-aid, even though that machinery or equipment
may be required by federal, State or local law.

H) The use of machinery or equipment for general ventilation,
heating, cooling, climate control or general illumination, except
when the machinery or equipment is used to produce an
environment necessary for the production of printed material.

An item of machinery or equipment that initially is used primarily in
graphic arts production and having been so used for less than one-half of
the useful life and is converted to primarily nonexempt uses will become
subject to the tax at the time of the conversion. The tax will be collected
on that portion of the price of the machinery or equipment as was
excluded from tax at the time the sale or purchase was made.

Sales to Lessors of Graphic Arts Equipment. The statute provides for the
purchase of graphic arts machinery and equipment by lessors who will
lease that machinery and equipment for use in graphic arts production.
Therefore, if the purchaser of the machinery or equipment leases the
machinery and equipment to a lessee who uses it in an exempt manner, the
sale to the purchaser-lessor will be exempt from tax. A supplier may
exclude these sales from his or her taxable gross receipts provided that the
purchaser-lessor provides to him or her a properly completed exemption
certificate and the information contained in the certificate would support
an exemption if the sale were made directly to the lessee. Should a
purchaser-lessor subsequently lease the machinery or equipment to a
lessee who does not use it in an exempt manner that would qualify directly
for the exemption, the purchaser-lessor will become liable for the tax from
which he or she was previously exempted.

Exemption Certification. Purchasers wishing to claim the exemption must
certify to their suppliers that the machinery and equipment will be used
primarily for graphic arts production. Retailers must maintain the
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certificates in their books and records. The use of blanket certificates of
exemption will be permitted. The certificate must include the seller's
name and address, the purchaser's name and address and a statement that
the property purchased will be used primarily in graphic arts production.
So long as the retailer obtains a certificate of exemption that contains all
the information required in this subsection (b)(8), the retailer need not
verify that the equipment he or she sells is actually used as graphic arts
production equipment. If a graphic arts producer or lessor purchases at
retail from a vendor who is not registered to collect Illinois Use Tax, the
purchaser must maintain a copy of the certification in his or her records to
support the deduction taken on the return.

C) Graphic Arts Production. Provisions in effect until August 13, 1999:

1) Graphic arts production means printing by one or more of the common
processes or graphic arts production services as those processes and
services are defined in Major Group 27 of the U.S. Sandard Industrial
Classification Manual. (Section 2-30 of the Act) The exemption includes
printing by letterpress, lithography, gravure, screen, engraving and
flexography and includes saeh-printing trade services as typesetting,
negative production, plate production, bookbinding, finishing, looseleaf
binder production and other services set forth in Major Group 27. The
exemption extends only to machinery and equipment used in the act of
production. Accordingly, no other type or kind of tangible personal
property will qualify for the exemption, even though it may be used
primarily in the graphic arts business.

2) Machinery means major mechanical machines or major components of
steh-machines contributing to graphic arts production. Equipment means
any independent device or tool separate from any machinery but essential
to the graphic arts production process; or any sub-unit or assembly
comprising a component of any machinery or auxiliary, adjunct or
attachment or parts of machinery. The exemption does not include hand
tools, supplies, lubricants, adhesives or solvents, ink, chemicals, dyes,
acids or solutions, fuels, electricity, steam or water, items of personal
apparel such as gloves, shoes, glasses, goggles, coveralls, aprons; and
masks, or such items as negatives, one-time use printing plates as opposed
to multiple use cylinders or lithographic plates, dies, etc., thatwhieh are
expendable supplies. This exemption does not include the sale of
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materials to a purchaser who manufactures thesesaeh materials into an
otherwise exempted type of graphic arts machinery or equipment.

Machinery and equipment does not include foundations for or special
purpose buildings to house or support graphic arts machinery and
equipment.

Primary Use.

A)

B)

0)

The law requires that machinery and equipment be used primarily
in graphic arts production. Therefore, machinery thatwhiek is used
primarily in an exempt process and partially in a nonexempt
manner, would qualify for the exemption. However, the purchaser
must be able to establish adequate records that the machinery or
equipment is used over 50% in an exempt manner in order to claim
the deduction.

The fact that particular machinery or equipment may be considered
essential to the conduct of the business of graphic arts production
because its use is required by law or practical necessity does not,
of itself, mean the machinery or equipment is used primarily in
graphic arts production.

By way of illustration and not limitation, the following activities
will generally be considered to constitute an exempt use:

1) Machinery and equipment to directly produce typesetting,
negatives and plates including final photo-composition and
color separation processes.

1) The use of machinery and equipment to transfer images or
text from type or plates or image carriers to paper or other
stock to be printed.

ii1) Equipment to collate, bind or finish the graphic arts product
covered in subsection (c)( 2);abeve.

v) Large scale, fixed-position cameras used to photograph two
dimensional copy to produce negatives or positives used in
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By way of illustration and not limitation, the following activities
will generally not be considered to be graphic arts production:

1) The use of machinery and equipment in general
maintenance or repair work on production machinery or
equipment.

1) The use of machinery or equipment to store, convey,

handle or transport materials.

iii) The use of machinery or equipment to place the printed
product in the container package or wrapping in which
thesuek property is normally sold to the ultimate consumer
of the propertythereef.

1v) The use of machinery or equipment to gather information,
photograph, transmit data, edit text, prepare drafts or copy
or perform other date-related functions prior to final
composition, typesetting, engraving or other preparation of
the image carrier.

V) Xerographic or photocopying machines do not qualify for
the exemption.

vi) Word processing, text editing machinery or computerized
equipment unless it is an integral part of a final graphic arts
operation, such as a computer-controlled typesetting
machine or equivalent that is used primarily in graphic arts
production.

vii)  Computers used to store data and generate text, maps,
graphs or other print-out formats unless the product is an
image carrier to be used to repetitively transfer images by
printing. For example, a computer thatwhiek generates an
image thatwhieh may later be reproduced by a graphic arts
process would not qualify while a computer-controlled
engraving system thatwhieh produces printing cylinders
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and computer-controlled digital typesetting equipment
would qualify.

viii)  The use of machinery or equipment in managerial, sales or
other non-production, non-operational activities including
disposal of waste, inventory control, production scheduling,
purchasing, receiving, accounting, physical management,
general communications, plant security, sales, marketing,
product exhibition and promotion, or personnel
recruitment, selection or training.

1X) The use of machinery and equipment to prevent or fight
fires or to protect employees, such as protective masks,
gloves, coveralls and goggles or for safety, accident
protection or first-aid even though thesweh machinery or
equipment may be required by law.

X) The use of machinery or equipment for general ventilation,
heating, cooling, climate control or general illumination.

E) An item of machinery or equipment thatwhieh initially is used
primarily in graphic arts production and having been so used for
less than one-half of the useful life is converted to primarily
nonexempt uses, will become subject to the tax at the time of the
conversion. TheSueh tax will be collected on thesueh portion of
the purchase price of the machinery or equipment as was excluded
from tax at the time the sale or purchase was made.

Sales to Lessors of Graphic Arts Equipment.

The statute provides for the purchase of graphic arts machinery and
equipment by lessors who will lease thesaeh machinery and equipment for
use in graphic arts production. Therefore, if the purchaser of the
machinery or equipment leases the machinery and equipment to a lessee
who uses it in an exempt manner, the sale to the purchaser-lessor will be
exempt from tax. A supplier may exclude such sales from his or her
taxable gross receipts provided that the purchaser-lessor provides to him
or her a properly completed exemption certificate and the information
contained therein would support an exemption if the sale were made
directly to the lessee. Should a purchaser-lessor subsequently lease the
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machinery or equipment to a lessee who does not use it in an exempt
manner that would qualify directly for the exemption, the purchaser-lessor
will become liable for the tax from which he or she was previously
exempted.

Exemption Certification.

Purchasers wishing to claim the exemption must certify to their suppliers
that the machinery and equipment will be used primarily for graphic arts
production. Retailers must maintain thesueh certificates in their books and
records. The use of blanket certificates of exemption will be permitted. If
a graphic arts producer or lessor purchases at retail from a vendor who is
not registered to collect Illinois Use Tax, the purchaser must maintain a
copy of the certification in his or her records to support the deduction
taken on the return. The certificate must include the seller's name and
address, the purchaser's name and address and a statement that the
property purchased will be used primarily in graphic arts production.

For the purpose of determining the portion of the proceeds or cost
thatwhieh may be excluded from tax, a sale of property will be deemed to
be made as of the date of delivery of thesueh property. If a single sale of
property is made thatwhieh calls for multiple deliveries unrelated to
payments and a portion of the sold property is delivered when one fraction
of the proceeds or cost is excludable and the remainder of the property is
delivered when a different fraction of the proceeds or cost is excludable,
the earliest date of delivery of any of the property will determine the
portion of the proceeds or cost of the entire sale thatwhieh may be
excluded in computing the tax thatwhieh is due on that entire sale.
However, even when a contract provides for multiple deliveries, if a
payment is closely related in time and quantity to the property delivered,
the date of each delivery will determine the portion of the proceeds or cost
thatwhieh may be excluded in computing the tax that is due on that
payment.

(Source: Amended at 33 Ill. Reg. , effective )

Section 130.331 Manufacturer's Purchase Credit

a)

Earning Manufacturer's Purchase Credit
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Effective January 1, 1995 through June 30, 2003, and beginning again on
September 1, 2004 through August 31, 2009, a manufacturer may earn a
credit when purchasing exempt manufacturing machinery and equipment.
Effective July 1, 1996 through June 30, 2003, and beginning again on
September 1, 2004 through August 31, 2009, a graphic arts producer may
earn a credit when purchasing exempt graphic arts machinery and
equipment. The credit is known as the Manufacturer's Purchase Credit or
MPC. The amount of credit is limited to a percentage of the 6.25% State
rate of tax that would have been incurred on the purchase of exempt
manufacturing machinery and equipment. (See Section 130.325 and
Section 130.330 of this Part.) By statute, this exemption was repealed June
30, 2003 (Public Act 93-0024; effective June 20, 2003). Pursuant to Public
Act 93-0840, effective July 30, 2004, MPC was reenacted without any
specific sunset date. Section 3-90 of the Use Tax Act and Section 2-70 of
the Retailers' Occupation Tax Act provide that, if a reasonable and
appropriate sunset date is not specified in the Public Act that creates the
exemption, credit or deduction, a taxpayer shall not be entitled to take the
exemption, credit or deduction beginning five years after the effective date
of the Public Act creating the exemption, credit or deduction and
thereafter. Because no sunset date or language excepting this exemption
from the sunset provision was contained in Public Act 93-0840, the
statutory sunset provision applies the five-year sunset. Beginning
September 1, 2009, MPC will no longer be available.

The percentage of credit earned based upon exempt purchases increases
over time as follows:

A) 15% for purchases made on or before June 30, 1995.

B) 25% for purchases made after June 30, 1995, and on or before
June 30, 1996.

0) 40% for purchases made after June 30, 1996, and on or before
June 30, 1997.

D) 50% for purchases made on or after July 1, 1997. (Section 3-85 of
the Use Tax Act)

The credit is earned at the time qualifying manufacturing machinery and
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equipment or qualifying graphic arts machinery and equipment is
purchased. A qualifying purchase is considered to take place as of the
date of invoice of that qualifying manufacturing machinery and
equipment. The credit is considered to be earned on qualifying
manufacturing machinery and equipment or qualifying graphic arts
machinery and equipment that is purchased under an installment contract
or progress payment contract at the time that each installment or progress
payment is invoiced. The amount of credit that is earned is based on the
amount of tax that would have been due on that portion of the purchase
price that is invoiced.

No credit is earned for exempt purchases under the expanded Enterprise
Zone exemption, as described in Section 130.1951(b) of this Part, unless
that purchase would also qualify as exempt under the Manufacturing
Machinery and Equipment Exemption described in Section 130.330 of this
Part or under the Graphic Arts Machinery and Equipment Exemption
described in Section 130.325 of this Part.

No credit is earned for a purchase of tangible personal property that
qualifies as an occasional sale, as described in Section 130.110 (a) of this
Part.

No credit is earned for a purchase of tangible personal property that is
purchased for resale. (See Section 130.210 (a) of this Part.)

Using Manufacturer's Purchase Credit

1)

The credit may be used to satisfy Use Tax or Service Use Tax liability
incurred on the purchase of qualifying production related tangible personal
property. (See Section 3-85 of the Use Tax Act [35 ILCS 105/3-85] and
Section 3-70 of the Service Use Tax Act [35 ILCS 110/3-70].) Credit
earned prior to July 1, 2003 cannot be used after September 30, 2003.
Credit earned on and after September 1, 2004 may only be used to satisfy
tax liabilities for purchases of production related tangible personal
property made on and after September 1, 2004 through August 31, 2009.
(Section 3-85 of the Use Tax Act and Section 3-70 of the Service Use Tax
Act) The credit may be applied only to the 6.25% State rate of tax
incurred. Prior to the credit being earned, credit may not be used on a
qualifying purchase, except as provided in subsection (e)(7)(B). However,
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the credit may be used the same day that it is earned, but must be followed
by proper reporting of the credit as set out in subsections (c), (d); and (e).
For purposes of when to use accumulated Manufacturer's Purchase Credit,
a manufacturer or graphic arts producer is always safe to use the credit in a
month after the month in which the credit was earned.

The credit is non-transferable and may not be used to satisfy the tax
liability of any taxpayer other than the manufacturer or graphic arts
producer that earned the credit. Notwithstanding any other provision of
this Section, the credit earned prior to July 1, 2003 cannot be used after
September 30, 2003. (Section 3-85 of the Use Tax Act and Section 3-70 of
the Service Use Tax Act) Credit earned on and after September 1, 2004
may only be used to satisfy tax liabilities for purchases of production
related tangible personal property made on and after September 1, 2004
through August 31, 2009.

A) A manufacturer or graphic arts producer may enter into a written
contract with a construction contractor to authorize that
construction contractor to utilize Manufacturer's Purchase Credit
accumulated by the manufacturer or graphic arts producer for the
purchase of tangible personal property to be installed into real
estate within a manufacturing or graphic arts production facility for
use in a production related process. The written contract must
specify the specific dollar amount of Manufacturer's Purchase
Credit that the construction contractor is authorized to utilize on
behalf of the manufacturer or graphic arts producer.

B) To properly utilize the Manufacturer's Purchase Credit on behalf of
the manufacturer or graphic arts producer when purchasing
tangible personal property for installation into real estate within a
manufacturing or graphic arts production facility for use in a
production related process, the contractor must furnish the supplier
with information stating:

1) The manufacturer's or graphic arts producer's name and
address;
1) The manufacturer's or graphic arts producer's registration or

resale number; and
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1) A statement that a specific amount of Use Tax or Service
Use Tax liability, not to exceed 6.25% of the selling price,
is being satisfied with the Manufacturer's Purchase Credit.

To properly utilize the Manufacturer's Purchase Credit on behalf of
the manufacturer or graphic arts producer when purchasing
tangible personal property for installation into real estate within a
manufacturing facility, the contractor must furnish the
manufacturer or graphic arts producer with information stating:

1) Each vendor's or supplier's name and address (including, if
applicable, either the vendor's or supplier's registration
number or Federal Employer Identification Number);

1) The date of purchase, purchase price; and description of the
tangible personal property purchased; and

1ii) The amount of the Use Tax or Service Use Tax liability,
not to exceed 6.25% of the selling price, that was satisfied
by the Manufacturer's Purchase Credit utilized for each
purchase.

A credit reported under a particular Illinois Business Tax number
may not be transferred to a related but separately registered
division or company.

Production related tangible personal property means:

A)

B)

All tangible personal property used or consumed in a production
related process by a manufacturer in a manufacturing facility in
which a manufacturing process described in Section 2-45 of the
Retailers' Occupation Tax Act takes place.

All tangible personal property used or consumed in a production
related process by a graphic arts producer in a graphic arts
production facility in which a graphic arts production process
described in Section 2-30 of the Retailers' Occupation Tax Act
takes place.
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@) All tangible personal property used or consumed by a
manufacturer or graphic arts producer in research and development
regardless of use within or without a manufacturing or graphic arts
production facility. (See Section 3-85 of the Use Tax Act.)

By way of illustration and not limitation, the following uses of tangible
personal property will be considered production related:

A) Tangible personal property purchased by a manufacturer for
incorporation into real estate within a manufacturing facility for
use in a production related process; or tangible personal property
purchased by a construction contractor for incorporation into real
estate within a manufacturing facility for use in a production
related process pursuant to a written contract described in
subsection (b)(2)(A) of this Section.

B) Supplies and consumables used in a manufacturing facility,
including fuels, coolants, solvents, oils, lubricants, cleaners and
adhesives.

0] Hand tools, protective apparel; and fire and safety equipment used

or consumed in a manufacturing facility.

D) Tangible personal property used or consumed in a manufacturing
facility for purposes of pre-production and post-production
material handling, receiving, quality control, inventory control,
storage, staging and packing for shipping or transportation.

E) Fuel used in a ready-mix cement truck to rotate the mixing drum in
order to manufacture concrete or cement. However, only the
amount of fuel used to rotate the drum will qualify. The amount of
fuel used or consumed in transportation of the truck will not
qualify as production related tangible personal property. The
amount of fuel used in a qualifying manner to rotate the drum may
be stated as a percentage of the entire amount of fuel used or
consumed by the ready-mix truck.

F) Tangible personal property purchased by a graphic arts producer
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for incorporation into real estate within a graphic arts production
facility for use in a production related process; or tangible personal
property purchased by a construction contractor for incorporation
into real estate within a graphic arts production facility for use in a
production related process pursuant to a written contract described
in subsection (b)(2)(A) of this Section.

Supplies and consumables used in a graphic arts production
facility, including solvents, oils, lubricants, cleaners and adhesives.
Paper and ink that is transferred to a customer does not qualify as
production related tangible personal property.

Hand tools, protective apparel; and fire and safety equipment used
or consumed in a graphic arts production facility.

Tangible personal property used or consumed inside a graphic arts
facility for purposes of preliminary or pre-press production, pre-
production material handling, receiving, quality control, inventory
control, storage, staging, sorting, labeling, mailing, tying,
wrapping; and packaging.

By way of illustration and not limitation, the following uses of property
will not be considered production related:

A)

B)

0)

D)

The use of trucks, trailers; and motor vehicles thatwhieh are
required to be titled or registered pursuant to the Illinois Motor
Vehicle Code [625 ILCS 5], and aircraft or watercraft required to
be registered with an agency of State or federal government.

Office supplies, computers, desks, copiers and equipment
thatwhieh are used for sales, purchasing, accounting, fiscal
management, marketing and personnel recruitment or selection
activities, even if thesueh use takes place within a manufacturing
or graphic arts production facility.

Tangible personal property used or consumed for aesthetic or
decorative purposes, including landscaping and artwork.

Tangible personal property used or consumed outside the
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manufacturing or graphic arts production facility, including
tangible personal property listed in subsections (b)(4)(D) and
(b)(4)(I) abeve-with the exception of tangible personal property
used or consumed for research and development purposes.

E) Tangible personal property purchased by a construction contractor
for incorporation into a manufacturing or graphic arts production
facility, unless thesuaeh purchase by the construction contractor was
made on behalf of a manufacturer or graphic arts producer
pursuant to a written contract described in subsection (b)(2)(A) of
this Section.

F) Except as otherwise provided in subsection (b)(2) of this Section,
tangible personal property transferred to a manufacturer's customer
or the customer of a person that is engaged in graphic arts
production. For example, paper and ink transferred to a customer
by a de minimis serviceman as described in 86 Ill. Adm. Code
140.108 that is engaged in graphic arts production is not
considered production related.

The credit may be used to satisfy the State portion (6.25%) of a Use Tax
or Service Use Tax liability arising under audit where the liability
established is the result of:

A) an erroneous claim of the Manufacturing Machinery and
Equipment Exemption provided in Section 2-45 of the Retailers'
Occupation Tax Act,

B) an erroneous claim of the Graphic Arts Machinery and Equipment
Exemption provided in Section 2-5(4) of the Retailers' Occupation
Tax Act, or

O) the manufacturer or graphic arts producer failing to self-assess and

remit Use Tax or Service Use Tax on the purchase of production
related tangible personal property.

(See Section 3-85 of the Use Tax Act and Section 3-70 of the Service Use
Tax Act.) The credit may only be used to satisfy the State portion (6.25%)
of a Use Tax or Service Use Tax liability incurred on the purchase of
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qualifying production related tangible personal property. Under no
circumstances may the credit be used to satisfy penalty and interest or
other tax liability incurred by the manufacturer or graphic arts producer.

7) Credit may be used to satisty the State portion (6.25%) of a qualifying Use
Tax or Service Use Tax liability incurred by a manufacturer or graphic arts
producer on a purchase of production related tangible personal property
when payment of tax must be made directly to the Department.

8) The credit expires December 31st of the second calendar year following
the calendar year in which the credit was earned. (See Section 3-85 of the
Use Tax Act and Section 3-70 of the Service Use Tax Act.) However, for
credit earned on or after June 30, 1995, the life of unreported credit may
be extended during the period of an agreed extension of the statute of
limitations as provided in subsection (e)(7).

9) A manufacturer or graphic arts producer may use credit to satisfy Service
Use Tax liability only when purchasing production related tangible
personal property transferred incident to a sale of service.

10) Notwithstanding any other provision of this Section, the credit earned
prior to July 1, 2003 cannot be used after September 30, 2003, including
to satisfy an audit liability. (Section 3-85 of the Use Tax Act and Section
3-70 of the Service Use Tax Act) Notwithstanding any other provision of
this Section, the credit earned on or after September 1, 2004 cannot be
used on a purchase of production related tangible personal property made
after August 31, 2009.

Reporting Manufacturer's Purchase Credit Earned or Used for Periods from
January 1, 1995 through June 29, 1995

1) In order to validate credit earned as the result of a qualifying purchase of
exempt manufacturing machinery and equipment or credit used on a
qualifying purchase, the manufacturer must report credit earned to the
Department in a timely manner. Failure to report credit earned will result
in expiration of the credit as of the date earned.

2) On forms prescribed or approved by the Department, a manufacturer must
report credit earned or used by the last day of the second month following
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the month of creation or use of the credit. No credit report is required for
any month in which a manufacturer neither earned nor used credit.
Original invoices or copies of original invoices are not to be filed with the
Department.

Credit Use or Misuse Causing Expiration of Credit. Credit used, whether
properly or improperly, expires upon use and cannot be recreated once
used. The manufacturer may be liable for tax, penalty and interest on the
purchase of production related tangible personal property where expired
credit was used, in accordance with provisions of the Uniform Penalty and
Interest Act [35 ILCS 735]. The following represent examples of uses of
credit that will result in expiration of the credit:

A) Failure to report credit or use of credit.
B) Failure to timely report credit or use of credit.

0] Use of credit prior to actually earning credit as described in
subsection (a)(3).

D) Return of goods to supplier for full refund including tax where
credit was tendered in payment of tax. Credit expires once used
and cannot be recreated once used regardless of reason for return.

A purchaser earning Manufacturer's Purchase Credit must maintain
records, as to each purchase of manufacturing machinery and equipment
on which the purchaser earned Manufacturer's Purchase Credit, that
identify the following:

A) The vendor or supplier (including, if applicable, either the vendor's
or supplier's Illinois registration number or Federal Employer
Identification Number);

B) The date of purchase, purchase price; and description of the
exempt manufacturing machinery and equipment; and

)] The amount of Manufacturer's Purchase Credit earned on that
purchase.
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A purchaser using Manufacturer's Purchase Credit must maintain records,
as to each purchase of production related tangible personal property on
which the purchaser used Manufacturer's Purchase Credit to satisfy the
purchaser's Use Tax or Service Use Tax liability, that identify the
following:

A) The vendor or supplier (including, if applicable, either the vendor's
or supplier's Illinois registration number or Federal Employer
Identification Number);

B) The date of purchase, purchase price; and description of the
production related tangible personal property; and

@) The amount of Manufacturer's Purchase Credit used to satisfy the
purchaser's Use Tax or Service Use Tax liability on that purchase.

As determined pursuant to audit by the Department, credit earned by
purchase of exempt machinery and equipment that has not been timely and
properly reported will result in expiration of the credit. Use of expired
credit in this situation may result in an assessment for tax, penalty and
interest on the subsequent purchase of production related tangible personal
property. Credit that was properly reported when earned but was not
timely and properly reported to the Department when used will likewise
expire resulting in an assessment for tax, penalty and interest on the
purchase of production related tangible personal property for which it was
offered in payment of Use Tax or Service Use Tax liability.

d) Reporting Manufacturer's Purchase Credit Earned or Used on June 30, 1995

1)

The reporting requirements for Manufacturer's Purchase Credit were
changed by Public Act 89-89, effective June 30, 1995. In order to provide
consistent and easier reporting requirements for manufacturers utilizing
Manufacturer's Purchase Credit and the Department's Administration of
the Manufacturer's Purchase Credit program, manufacturers are required
to report Manufacturer's Purchase Credit earned or used on June 30, 1995,
under the methods described in subsection (¢) of this Section. However,
the Manufacturer's Purchase Credit earned or used on that date will be
subject to the provisions described in subsection (e) of this Section
without the necessity of including those Manufacturer's Purchase Credits
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in an Annual Report of Manufacturer's Purchase Credit Earned or an
Annual Report of Manufacturer's Purchase Credit Used.

2) A manufacturer filing an amended Annual Manufacturer's Purchase Credit
Report under subsection (e)(7) of this Section that includes Manufacturer's
Purchase Credit earned or used on June 30, 1995 must disclose that
thesueh report includes Manufacturer's Purchase Credit earned or used on
June 30, 1995.

Reporting Manufacturer's Purchase Credit Earned or Used for Periods on or after
July 1, 1995

1) In order to validate credit earned as the result of a qualifying purchase of
exempt manufacturing machinery and equipment or exempt graphic arts
machinery and equipment, the manufacturer or graphic arts producer must
report credit earned to the Department by signing and filing an Annual
Report of Manufacturer's Purchase Credit Earned for each calendar year
no later than the last day of the sixth month following the calendar year in
which the Manufacturer's Purchase Credit is earned. The Annual Report
of Manufacturer's Purchase Credit Earned shall be filed on forms
prescribed or approved by the Department and shall state, for each month
of the calendar year:

A) The total purchase price of all purchases of exempt manufacturing
machinery and equipment or graphic arts machinery and
equipment on which the credit was earned,

B) The total State Use Tax or Service Use Tax thatwhieh would have
been due on those items;

O) The percentage used to calculate the amount of credit earned;
D) The amount of credit earned; and
E) Such other information as the Department may reasonably require.

(See Section 3-85 of the Use Tax Act.)

2) A purchaser earning Manufacturer's Purchase Credit must maintain
records, as to each purchase of manufacturing machinery and equipment
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and graphic arts machinery and equipment on which the purchaser earned
Manufacturer's Purchase Credit, that identify the following:

A) The vendor or supplier (including, if applicable, either the vendor's
or supplier's Illinois registration number or Federal Employer
Identification Number);

B) The date of purchase, purchase price; and description of the
exempt manufacturing machinery and equipment and graphic arts
machinery and equipment; and

@) The amount of Manufacturer's Purchase Credit earned on that
purchase.

In order to validate credit used to satisfy the tax liability on purchases of
production related tangible personal property, the manufacturer or graphic
arts producer must report credit used to the Department by signing and
filing an Annual Report of Manufacturer's Purchase Credit Used for each
calendar year no later than the last day of the sixth month following the
calendar year in which the Manufacturer's Purchase Credit is used. The
Annual Report of Manufacturer's Purchase Credit Used shall be filed on
forms prescribed or approved by the Department and shall state, for each
month of the calendar year:

A) The total purchase price of all production related tangible personal
property purchased from Illinois vendors or suppliers;

B) The total purchase price of all production related tangible personal
property purchased from out-of-State vendors or suppliers;

O) The total amount of Manufacturer's Purchase Credit used during
each month; and

D) Such other information as the Department may reasonably require.
(See Section 3-85 of the Use Tax Act.)

A purchaser using Manufacturer's Purchase Credit must maintain records,
as to each purchase of production related tangible personal property on
which the purchaser used Manufacturer's Purchase Credit to satisfy the
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purchaser's Use Tax or Service Use Tax liability, that identify the
following:

A) The vendor or supplier (including, if applicable, either the vendor's
or supplier's Illinois registration number or Federal Employer
Identification Number);

B) The date of purchase, purchase price; and description of the
production related tangible personal property; and

0) The amount of Manufacturer's Purchase Credit used to satisty the
purchaser's Use Tax or Service Use Tax liability on that purchase.

No Annual Report of Manufacturer's Purchase Credit Earned or Annual
Report of Manufacturer's Purchase Credit Used may be filed with the
Department before May 1, 1996. (Section 3-85 of the Use Tax Act and
Section 3-70 of the Service Use Tax Act)

A purchaser that fails to properly file an Annual Report of Manufacturer's
Purchase Credit Earned or an Annual Report of Manufacturer's Purchase
Credit Used with the Department by the last day of the sixth month
following the end of the calendar year forfeits all Manufacturer's Purchase
Credit earned or used for that calendar year, unless the purchaser
establishes that the purchaser's failure to file was due to reasonable cause.
The reasonable cause provisions of this subsection (e)(6) do not apply
after June 30, 2004 for any annual report that is required to be filed on or
before June 30, 2004.

Annual Manufacturer's Purchase Credit reports may be amended to report
and claim credit on qualifying purchases of manufacturing machinery and
equipment and graphic arts machinery and equipment not previously
reported at any time before the credit would have expired, unless both the
Department and the purchaser have agreed to an extension of the statute of
limitations for the issuance of a Notice of Tax Liability as provided in
Section 4 of the Retailers' Occupation Tax Act. However, such an agreed
extension will not restore a credit that has previously been reported and
has expired prior to the agreed extension. Manufacturer's Purchase Credit
that had not been previously reported and is included in an amended
Annual Report submitted as a result of such an agreed extension will
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expire as provided in subsection (b)(8) of this Section or at the end of the
agreed extension period, whichever is longer. If the time for assessment
or refund has been extended by agreement, amended reports for a calendar
year may be filed at any time prior to the date to which the statute of
limitations for the calendar year or portion thereof has been extended.
Notwithstanding any other provision of this Section, the credit earned
prior to July 1, 2003 cannot be used after September 30, 2003, and no
Annual Report of Manufacturer's Purchase Credit Earned or Annual
Report of Manufacturer's Purchase Credit Used that is required to befiled
on or before June 30, 2004 may be filed with the Department after June
30, 2004 even if the time for assessment or refund has been extended by
agreement. (Section 3-85 of the Use Tax Act and Section 3-70 of the
Service Use Tax Act) Notwithstanding any other provision of this Section,
the credit earned on or after September 1, 2004 cannot be used on a
purchase of production related tangible personal property made after
August 31, 2009, and no original Annual Report of Manufacturer's
Purchase Credit Earned or original Annual Report of Manufacturer's
Purchase Credit Used may be filed with the Department after June 30,
2010. Manufacturer's Purchase Credit claimed on an amended report may
be used to satisfy tax liability under the Use Tax Act or the Service Use
Tax Act on:

A) Qualifying purchases of production related tangible personal
property made after the date the amended report is filed;

B) Amounts assessed by the Department on purchases made on or
after January 1, 1995 of machinery and equipment that did not
qualify for the exemption described in Section 130.330 of this Part,
but would have qualified as production related tangible personal
property. The credit will be applied to the tax portion of the
assessment liability as of the date that the Department receives a
written request by the purchaser directing the Department to apply
the credit to the assessment liability; or

O) Amounts assessed by the Department on purchases made on or
after July 1, 1996 of machinery and equipment that did not qualify
for the exemption described in Section 130.325 of this Part, but
would have qualified as production related tangible personal
property. The credit will be applied to the tax portion of the
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assessment liability as of the date that the Department receives a
written request by the purchaser directing the Department to apply
the credit to the assessment liability.

A purchaser who used Manufacturer's Purchase Credit to satisfy the
purchaser's Use Tax or Service Use Tax liability incurred on the purchase
of property that is later determined not to qualify as production related
tangible personal property may be liable for tax, penalty; and interest on
the purchase of that property as of the date of the purchase. However, the
purchaser is entitled to use thesueh disallowed Manufacturer's Purchase
Credit, so long as it has not expired, on qualifying purchases of production
related tangible personal property not previously subject to credit usage.

Notwithstanding any other provision of this Section, the credit earned
prior to July 1, 2003 cannot be used after September 30, 2003, including
to satisfy an audit liability. (Section 3-85 of the Use Tax Act and Section
3-70 of the Service Use Tax Act) Notwithstanding any other provision of
this Section, the credit earned on or after September 1, 2004 cannot be
used on a purchase of production related tangible personal property made
after August 31, 2009, and no original Annual Report of Manufacturer's
Purchase Credit Earned or original Annual Report of Manufacturer's
Purchase Credit Used may be filed with the Department after June 30,
2010.

f) Retailers or Servicemen Accepting Manufacturer's Purchase Credit

1)

In order to accept Manufacturer's Purchase Credit from a manufacturer or
graphic arts producer, the supplier or serviceman must obtain a
Manufacturer's Purchase Credit certificate from the manufacturer or
graphic arts producer unless the manufacturer or graphic arts producer has
incorporated its certification into the manufacturer's or graphic arts
producer's purchase order as described in this Sectionbelew. The
manufacturer or graphic arts producer may provide the certification on a
form provided by the Department or on the manufacturer's or graphic arts
producer's own form containing the appropriate information. The
certificate must be kept in the supplier's or serviceman's books and
records, but need not be submitted to the Department with the supplier's or
serviceman's return. A Manufacturer's Purchase Credit certificate must
contain the following information:
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A) A signed statement that the manufacturer or graphic arts producer
is using available accumulated Manufacturer's Purchase Credit to
satisfy all or part of the 6.25% portion of Use Tax or Service Use
Tax liability incurred on a qualifying purchase of production
related tangible personal property;

B) The manufacturer's or graphic arts producer's name and address;
@) The manufacturer's or graphic arts producer's registration number,
if registered;

D) The date of purchase of the production related tangible personal
property; and

E) The credit being used. (See Section 3-85 of the Use Tax Act and
Section 3-70 of the Service Use Tax Act.)

A manufacturer or graphic arts producer may incorporate the
Manufacturer's Purchase Credit certification into the manufacturer's or
graphic arts producer's purchase order if all of the required information is
contained within that purchase order.

Manufacturer's Purchase Credit accepted by the supplier or serviceman
may be used by the supplier or serviceman to pay its liability incurred
under the Retailers' Occupation Tax Act or Service Occupation Tax Act,
so long as the supplier or serviceman complies with the following:

A) The supplier or serviceman may not accept credit in excess of
6.25% of the purchase price of qualifying production related
tangible personal property. (See Section 3-85 of the Use Tax Act
and Section 3-70 of the Service Use Tax Act.)

B) The supplier or serviceman must properly report the credit to the
Department in order to use the credit to pay Retailers' Occupation
Tax or Service Occupation Tax liability. The Manufacturer's
Purchase Credit (MPC) does not create an exemption or an
authorized deduction. The MPC is a means for the supplier or
serviceman to pay Retailers' Occupation Tax or Service
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Occupation Tax, as the case may be. Therefore, the receipts from
transactions in which customers have provided MPC cannot be
deducted from the gross receipts reported on the Sales and Use Tax
Return (Form ST-1). Receipts from transactions in which
customers have provided MPC must be included in gross receipts
subject to tax reported on line 1 and line 3 of the return. The
resulting tax on those gross receipts can then be paid by using the
credit on line 16a of the return.

4) Notwithstanding any other provision of this Section, the credit earned
prior to July 1, 2003 cannot be used after September 30, 2003.
Manufacturer's Purchase Credit reported on any original or amended
return filed after October 20, 2003 and before October 1, 2004 will be
disallowed. Beginning on September 1, 2004, retailers and servicemen
may accept MPC certifications for qualifying purchases made on and after
September 1, 2004 through August 31, 2009. (Section 3-85 of the Use Tax
Act and Section 3-70 of the Service Use Tax Act)

Lessors Earning and Using Manufacturer's Purchase Credit

1) A lessor leasing exempt manufacturing machinery and equipment to a
manufacturer or graphic arts machinery and equipment to a graphic arts
producer may earn Manufacturer's Purchase Credit when purchasing
thesteh machinery and equipment, in the same manner as a manufacturer
or graphic arts producer.

2) A lessor leasing qualifying production related tangible personal property
to a manufacturer or graphic arts producer may use Manufacturer's
Purchase Credit when purchasing thesueh qualifying property in the same
manner as a manufacturer or graphic arts producer. (See Section 3-85 of
the Use Tax Act and Section 3-70 of the Service Use Tax Act.)

3) A lessor of exempt machinery and equipment and qualifying production
related tangible personal property must report the accumulation and use of
credit in the same manner as required for manufacturers or graphic arts
producers.

4) Since the Manufacturer's Purchase Credit is a non-transferable credit, a
lessor may not use credit earned by a lessee, nor may a lessor transfer
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credit it has earned to a lessee.

5) Notwithstanding any other provision of this Section, the credit earned
prior to July 1, 2003 cannot be used after September 30, 2003. (Section
3-85 of the Use Tax Act and Section 3-70 of the Service Use Tax Act)
Notwithstanding any other provisions of this Section, the credit earned on
or after September 1, 2004 cannot be used on a purchase of production
related tangible personal property made after August 31, 2009.

Retailers or Servicemen Accepting Manufacturer's Purchase Credit After
Qualifying Purchases

1) A manufacturer or graphic arts producer that does not provide the
certification or purchase order as provided in subsection (f) of this Section
to a retailer or serviceman at the time of purchase of production related
tangible personal property must pay the appropriate amount of Use Tax or
Service Use Tax at that time to the retailer or serviceman. However,
retailers and servicemen are not prohibited from accepting Manufacturer's
Purchase Credit (MPC) certifications after qualifying sales of production
related tangible personal property have taken place. Retailers and
servicemen are not required to accept the certifications and are not
required to refund the amount of Use Tax or Service Use Tax that was
properly paid by the manufacturers or graphic arts producers in exchange
for the certificates after the sales have taken place. Notwithstanding any
other provision of this Section, the credit earned prior to July 1, 2003
cannot be used after September 30, 2003. Notwithstanding any other
provision of this Section, the credit earned on or after September 1, 2004
cannot be used on a purchase of production related tangible personal
property made after August 31, 2009. Retailers and servicemen cannot
accept MPC certifications for any purchase, including certifications for
prior qualifying sales, after September 30, 2003 through August 31, 2004.
Beginning on September 1, 2004, retailers and servicemen may accept
MPC certifications for qualifying purchases made on and after September
1, 2004 through August 31, 2009. (Section 3-85 of the Use Tax Act and
Section 3-70 of the Service Use Tax Act)

2) Retailers and servicemen that choose to accept MPC certifications from
manufacturers and graphic arts producers after qualifying sales of
production related tangible personal property have taken place and refund
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the amount of Use Tax or Service Use Tax that was properly paid by those
manufacturers or graphic arts producers must file amended returns or
claims for credit or refund as provided in Section 130.1501 of this Part.
However, to avoid the potential of retailers and servicemen filing multiple
amended returns and claims for credit or refund, retailers and servicemen
may elect to report the acceptance of that MPC on line 16a of the retailers'
and servicemen's sales and use tax returns for the period in which those
refunds occurred. The retailer's or serviceman's election to report the
acceptance of the credit on their current return, in lieu of filing an
amended return and claim for credit or refund, does not supersede the
applicability of the statute of limitations described in Section
130.1501(a)(4) of this Part to the claiming of that credit by the retailer or
serviceman. Retailers and servicemen may only refund the 6.25% of State
Use Tax or Service Use Tax paid by the manufacturers and graphic arts
producers. (See subsection (b) of this Section.) Manufacturer's Purchase
Credit reported on any original or amended return filed after October 20,
2003 through August 31, 2004 will be disallowed. Beginning on
September 1, 2004, retailers and servicemen may accept MPC
certifications for qualifying purchases made on and after September 1,
2004 through August 31, 2009. (Section 3-85 of the Use Tax Act and
Section 3-70 of the Service Use Tax Act)

Manufacturers and graphic arts producers who provide MPC certifications
to retailers or servicemen after qualifying sales of production related
tangible personal property have taken place as provided in this subsection
(h) must report the use of the credit on an Annual Report of
Manufacturer's Purchase Credit Used for the calendar year in which the
certification was provided listing the use of the credit in the month in
which the certification is provided. No Annual Report of Manufacturer's
Purchase Credit Used may be filed with the Department after June 30,
2004 through December 31, 2004. (Section 3-85 of the Use Tax Act and
Section 3-70 of the Service Use Tax Act) No original Annual Report of
Manufacturer's Purchase Credit Used may be filed with the Department
after June 30, 2010.

Example: A manufacturer purchased production related tangible personal
property from a retailer in June 1999. The manufacturer paid Use Tax to
the retailer at the time of purchase. In January 2001, the manufacturer
asks the retailer to accept an MPC certification for the June 1999 purchase
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and refund the Use Tax (6.25%) paid previously by the manufacturer. The
retailer chooses to accept the certification and refunds the amount of the
Use Tax (6.25%) to the manufacturer. The retailer makes the election to
report the acceptance of the credit on line 16a of the retailer's January
2001 sales and use tax return (rather than filing an amended return or
claim for credit or refund). The manufacturer must report the use of the
credit in the month of January on an Annual Report of Manufacturer's
Purchase Credit Used for the year 2001.

Manufacturers or Graphic Arts Producers Reporting Use of Manufacturer's
Purchase Credit After Qualifying Purchases When Use Tax or Service Use Tax
Was Already Paid Directly to the Department

1)

2)

Manufacturers and graphic arts producers who self-assess Use Tax or
Service Use Tax directly to the Department are not prohibited from
reporting the use of Manufacturer's Purchase Credit (MPC) after the
qualifying purchase of production related tangible personal property when
those manufacturers or graphic arts producers have already paid the
appropriate amount of Use Tax or Service Use Tax directly to the
Department. Notwithstanding any other provision of this Section, the
credit earned prior to July 1, 2003 cannot be used after September 30,
2003. (Section 3-85 of the Use Tax Act and Section 3-70 of the Service
Use Tax Act) Notwithstanding any other provision of this Section, the
credit earned on or after September 1, 2004 cannot be used on a purchase
of production related tangible personal property made after August 31,
2009.

Manufacturers and graphic arts producers who choose to use MPC as
provided in this subsection (i) must file an amended return or claim for
credit or refund with the Department as provided in Section 130.1501 of
this Part. However, to avoid the potential of manufacturers and graphic
arts producers filing multiple amended returns and claims for credit or
refund, manufacturers and graphic arts producers may elect to report the
use of that credit on line 16a of their current sales and use tax returns. The
manufacturer's or graphic arts producer's election to report the acceptance
of the credit on the current return, in lieu of filing an amended return and
claim for credit or refund, does not supersede the applicability of the
statute of limitations described in Section 130.1501(a)(4) of this Part to the
claiming of that credit by the manufacturer or graphic arts producer.
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Manufacturer's Purchase Credit reported on any original or amended
return filed after October 20, 2003 through August 31, 2004 will be
disallowed. (Section 3-85 of the Use Tax Act and Section 3-70 of the
Service Use Tax Act)

3) Manufacturers and graphic arts producers who report the use of MPC on
their current sales and use tax return as provided in this subsection (i) must
also report the use of the credit on an Annual Report of Manufacturer's
Purchase Credit Used for the calendar year in which the manufacturer's or
graphic arts producer's current sales and use tax return falls. No Annual
Report of Manufacturer's Purchase Credit Used may be filed with the
Department after June 30, 2004 through December 31, 2004. (Section 3-
85 of the Use Tax Act and Section 3-70 of the Service Use Tax Act) No
original Annual Report of Manufacturer's Purchase Credit Used may be
filed with the Department after June 30, 2010.

4) Example: A manufacturer, that self assesses Use Tax and Service Use
Tax directly to the Department, made a qualifying purchase of production
related tangible personal property in August 1999 and paid the Use Tax on
that purchase to the Department with the manufacturer's August 1999
return. In January 2001, the manufacturer chose to use currently available
MPC to satisfy the Use Tax liability that was incurred on that qualifying
purchase back in August 1999. The manufacturer elected to report the use
of the MPC on line 16a of the manufacturer's sales and use tax return for
the month of January 2001 (rather than filing an amended return or claim
for credit or refund). The manufacturer must also report the use of that
credit in the month of January on an Annual Report of Manufacturer's
Purchase Credit Used for the year 2001.

(Source: Amended at 33 Ill. Reg. , effective )
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Heading of the Part: Program Accounting Manual

Code Citation: 23 I1l. Adm. Code 110

Section Numbers: Proposed Action:
110.10 Repeal
110.20 Repeal
110.25 Repeal
110.30 Repeal
110.40 Repeal
110.50 Repeal
110.60 Repeal
110.70 Repeal
110.80 Repeal
110.90 Repeal
110.100 Repeal
110.110 Repeal
110.115 Repeal
110.120 Repeal
110.125 Repeal
110.135 Repeal
110.TABLE A Repeal
110.TABLE B Repeal
110.TABLE C Repeal
110.TABLE D Repeal

Statutory Authority: 105 ILCS 5/2-3.17a, 2-3.27, 2-3.28, and 34-43.1

A Complete Description of the Subjects and Issues Involved: Rulemaking was conducted
in 2007 to establish a new set of rules covering the chart of accounts for school districts
and all the other related issues previously addressed in Part 110. The effectiveness of that
new set, Part 100, begins with Fiscal Year 2009. Now that FY 2009 has been reached,
the material in Part 110 is no longer needed, and the Part can be repealed in its entirety.

Published studies or reports, and sources of underlying data, used to compose this
rulemaking: None

Will this rulemaking replace any emergency rulemaking currently in effect? No
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Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other proposed rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not create or enlarge a
State mandate.

Time, Place, and Manner in which interested persons may comment on this proposed
rulemaking: Written comments may be submitted within 45 days after the publication of
this Notice to:

Sally Vogl
Agency Rules Coordinator
[llinois State Board of Education
100 North First Street (S-493)
Springfield, Illinois 62777
217/782-5270
Comments may also be submitted via e-mail, addressed to:

rules@isbe.net

Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None

0] Types of professional skills necessary for compliance: None

Regulatory Agenda on which this rulemaking was summarized: July 2008

The full text of the Proposed Repealer begins on the next page:
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PART 110
PROGRAM ACCOUNTING MANUAL (REPEALED)
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AUTHORITY: Implementing and authorized by Sections 2-3.17a, 2-3.27, 2-3.28 and 34-43.1 of
the School Code [105 ILCS 5/2-3.17a, 2-3.27, 2-3.28, and 34-43.1].

SOURCE: Adopted at 10 I1l. Reg. 20508, effective December 2, 1986; amended at 13 I1l. Reg.

7610, effective May 4, 1989; amended at 14 I1l. Reg. 20608, effective December 14, 1990;

amended at 18 Ill. Reg. 5178, effective March 22, 1994; amended at 18 I1l. Reg. 17443, effective
November 28, 1994; amended at 31 Ill. Reg. 14959, effective October 19, 2007; repealed at 33

I1l. Reg.

, effective
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Section 110.10 Use of thisManual

a)

b)

Each school district, cooperative/joint agreement, educational service center, or
vocational education regional delivery system organized under a cooperative
agreement (hereinafter referred to as local education agency or LEA) must
develop a chart of accounts based on the dimensions and categories presented in
this Manual.

Account numbers shall be used as listed in this Manual; LEA's shall not change
the description for a printed number. However, the LEA can assign any number
not listed, if the new description is within the proper category.

The provisions of this Part shall have no further effect beginning with Fiscal Year
2009. See 23 I1l. Adm. Code 100 (Requirements for Accounting, Budgeting,
Financial Reporting, and Auditing).

Section 110.20 Fund Accounting

a)

b)

d)

Financial administration requires that each transaction be identified for
administrative and accounting purposes. The first identification is by "fund"
which is an independent fiscal and accounting entity, requiring its own set of self-
balancing accounts, and created in accordance with special regulations,
restrictions, and limitations that earmark each fund for a specific activity or for
attaining certain objectives (see Table A). Each fund must be accounted for so
that the identity of its resources and obligations and its revenues and expenditures
is continually maintained.

The number of funds to be maintained by a particular LEA depends on the nature
of its operations rather than on the size of the LEA. Whenever a tax levy is
authorized for a given purpose, proper legal accountability for the revenues and
expenditures is required. This results in a minimum of two funds for every
operating school district in Illinois: an Educational Fund and an Operations and
Maintenance Fund.

If the LEA filed a levy for municipal retirement and filed a levy for social security
and Medicare only purposes, then the LEA must maintain a Municipal

Retirement/ Social Security Fund.

If taxes are levied to retire bond principal and to pay bond interest, and/or service
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charges thereon, then the LEA must maintain a Bond and Interest Fund for each
outstanding bond issue.

If pupils are transported at LEA expense either to and from school or for other
purposes, a Transportation Fund must be maintained.

If bonds are sold to finance construction (other than Fire Prevention and Safety), a
Site and Construction and Capital Improvements Fund must be maintained to
account for the bond proceeds of each bond issue (other than Fire Prevention and
Safety).

If bonds are sold for a Working Cash Fund, a separate fund must be created. This
fund would also be created by the filing of a working cash tax levy.

If buildings are rented from the Capital Development Board, a Rent Fund must be
maintained.

If taxes are levied for an approved capital improvements project (as described in
the resolution and on the ballot), then revenues/expenditures must be identified
separately within the Site and Construction and Capital Improvements Fund.

If taxes are levied on bonds sold for an approved Fire Prevention and Safety
project, then the LEA must identify each project/amendment separately within the
Fire Prevention and Safety Fund.

In addition to the funds, there are two self-balancing groups of accounts for
maintaining accounting records of capital assets and long-term liabilities. The
General Fixed Assets Account Group records all tangible fixed assets of the LEA
including land, buildings, machinery, equipment, furniture and fixtures, regardless
of which fund provided the cash at the time of purchase. The General Long-Term
Debt Account Group records all outstanding bonds of the LEA and other long-
term debt.

To designate the nine funds and two groups of accounts by symbol rather than
using the full descriptions, this standardized numerical designation will be used as

the code for this dimension.

1) 10 for Educational Fund
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2) 20 for Operations and Maintenance Fund
3) 30 for Bond and Interest Fund
4) 40 for Transportation Fund
5) 50 for Municipal Retirement/Social Security Fund
6) 60 for Site and Construction and Capital Improvements Fund
7) 70 for Working Cash Fund
8) 80 for Rent Fund
9) 90 for Fire Prevention and Safety Fund

10) 98 for General Fixed Assets Account Group

11) 99 for General Long-Term Debt Account Group

m) LEA's shall use funds appropriate to the legal requirements of their operations and

code such funds in the fund dimension. For example, if fund 50 is not used

because it is unnecessary to maintain a Municipal Retirement/Social Security
Fund, Code 50 cannot be used to designate the Site and Construction and Capital
Improvements Fund since 60 has already been (for the purpose of this dimension)

assigned as the standard code for the Site and Construction and Capital

Improvements Fund.

Section 110.25 Transfer of Interest to Other Funds

Interest earned from the various funds may be transferred to other funds which are determined
to bein need of the interest income unless otherwise restricted by board resolution. However,
pursuant to Section 10-22.44 of the School Code (Ill. Rev. Stat. 1991, ch. 122, par. 10-22.44)

[105 ILCS 5/10-22.44], interest earned on funds for the purposes of Illinois Municipal
Retirement under the Pension Code; tort immunity under the Local Governmental and

Governmental Employees Tort Immunity Act; fire prevention and safety; environmental and
energy; and capital improvements may not be transferred. Interest earned on the Working Cash
Fund may be transferred to any fund of the district (Section 20-5 of the School Code; Ill. Rev.
Stat. 1991, ch. 122, par. 20-5; 105 ILCS 5/20-5).
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Section 110.30 Balance Sheet Accounting

There are three major groups of balance sheet accounts: assets, liabilities, and fund balance. All
transactions must be recorded in the general ledger either individually or in summary form. Even
though a majority will be recorded in more than one ledger, there are some which will be
recorded in only the general ledger. This type of transaction requires a descriptor indicating the
fund and the specific accounts to be affected.

Section 110.40 Revenue Accounting

a) Transactions to be recorded in the revenue ledger are those that represent the
receipt of cash without creating a liability or without canceling an asset. For
example, tax collections are revenues, but cash received from the sale of tax
anticipation warrants is not a revenue since a concurrent obligation is incurred to
repay at a later date. Revenues act to increase the fund balance, i.e., the equity of
the fund. If the LEA is on a cash basis, revenues are recorded only when actually
received. If the LEA is on a modified accrual basis, revenues are recorded when
earned.

b) School system revenues are derived from these sources: local, state, federal, and
flow-through.

1) Revenue from local sources is the amount of money earned within the
boundaries of the LEA and available for its use (1000 Revenue).

2) Revenue from state sources is revenue from funds collected by the state
and distributed to LEA's (3000 Revenue).

3) Revenue from federal sources is revenue from funds collected by the
federal government and distributed to LEA's. It is unimportant whether the
funds are distributed directly to the LEA system by the federal
government or through some intervening agency such as the state (4000
Revenue).

4) Flow-through revenue is money received from another LEA. This
revenue represents funds for specific grant-related purposes (2000
Revenue).
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Revenue transactions must be described and coded as to the specific sources from
which they are derived or to which they are attributable.

Section 110.50 Expenditure Accounting

a)

b)

Transactions recorded in the appropriation, expenditure, and encumbrance ledger
are commonly referred to as expenditure transactions and represent the payment
of cash or the establishment of an obligation (encumbrance) without creating an
asset or without canceling a liability. For example, payment of a teacher's salary is
an expenditure, but cash disbursed to purchase a United States Treasury Bill is not
an expenditure (balance sheet only type) since a concurrent right is created to
receive cash at a later date.

There are eleven classification groups (referred to as dimensions) which may be
used to describe expenditure transactions. Each dimension is composed of
mutually exclusive items or categories of information. An LEA must use the
dimensions applicable to its operations to establish a chart of accounts for use in
maintaining accounting records and generating management reports. Presented
below are the dimensions followed by a brief discussion of each. It should be
noted that certain dimensions might be combined into a single account number
when an LEA develops its chart of accounts.

Fleven Classifications Listed and Discussed

1) "Fiscal Year" Fiscal year denotes a twelve-month period of time to which
the annual budget applies and at the end of which an LEA determines its
financial position and the results of its operations. In some instances,
funds are appropriated for a program or activity which may extend into
another fiscal period which creates a need for identifying money by fiscal
year or, in some cases, by project year (for federal programs). For
example, if teachers are employed on a nine-month basis but are paid in
twelve equal installments, including one in July and one in August of the
following fiscal year, the payroll for these staff members should carry a
fiscal year code of the previous fiscal year rather than the one in which
they were paid.

2) "Fund" This dimension is discussed in Table A of this Part.

3) "Source of Funds" This dimension is used to relate expenditure
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transactions to the source of categorical funding. It provides the capability
of exercising budgetary control and the preparation of special reports. This
dimension is not applicable to those transactions which cannot be related
to a specific source of funding.

"Instructional Organization" The general types of schools or other
organizational entities providing instruction are included in this
dimension. Examples of instructional organization would include
Elementary, Middle/Junior High School, and High School.

"Operational Unit" The term is used to denote the location of education
activities for organizational purposes. It is the site of a physical plant
which houses an organizational unit. These units correspond to individual
schools, in most cases, and can be used to designate school cost centers. In
other words, budgets and expenditures may be made for each school or
operational unit. Such units are locations of specific schools, of
transportation, of administration, of warehouses, etc.

"Function" Function means the action or purpose for which a person or
thing is used or exists. Function includes the activities or actions which are
performed to accomplish the objectives of the enterprise. The activities of
an LEA are classified into six broad areas: Instruction, Supporting
Services, Community Services, Nonprogrammed Charges, Debt Services,
and Provision for Contingencies. Functions and subfunctions consist of
activities which have somewhat the same general operational objectives.
Furthermore, categories of activities comprising each of these divisions
and subdivisions are grouped according to the principle that the activities
should be combinable, comparable, relatable and mutually exclusive.

"Object" This dimension is used to describe the service or commodity
obtained as a result of a specific expenditure. The object categories are
Salaries, Employee Benefits, Purchased Services, Supplies and Materials,
Capital Outlay, Other, Transfers, and Tuition. These eight broad
categories are further subdivided into subobjects for more detail about the
service or commodity acquired.

"Job Classification Activity" Activity assignment refers to a description of
the activities assigned to a staff member. This is a dimension used for
relating financial information to the various staff assignments so as to
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interrelate staff activities to a program and its cost.

"Term" Term is a division of the school year (the 12-month period of time
denoting the beginning and ending dates for school accounting purposes)
which may be divided into regular and summer terms, semesters,
trimesters, or quarters.

"Subject Matter Area" This dimension describes a grouping of related
subjects or units of subject matter under a heading such as English or
Agriculture.

"Program" Program may be defined as a group of interdependent, closely-
related services and/or activities progressing toward or contributing to a
common objective or set of allied objectives. The program dimension
provides the LEA the framework to classify expenditures by program to
determine cost. As an example, to gather instructional program
information, only direct costs are classified to the instructional function
(classroom instructional costs only), and any other costs are classified as
support services. For example, special education transportation costs are
classified to a support service function (Transportation) even though these
costs relate to the special education program. The program dimension
allows agencies to charge program costs, instructional and support,
directly to the benefiting program. Use of this dimension allows an LEA
to classify support services to both programs and functions.

Section 110.60 Criteriafor Cost |dentification

There are certain criteria to be followed in relating costs to programs and functional activities.

a)

b)

Costs easily identified with an activity, program, or function are considered Direct
Expenses (costs). Costs not readily identifiable with any specific area are
considered Indirect Expenses.

All activities associated with teacher/pupil interactions are considered to be
"Instruction" and are Direct Services; of "Instruction."

Each function is a separate center for accumulating direct costs, and various
objects of expenditures are made for each function. Example: an expenditure for
the object "Salaries" might be applicable to various functional activities such as
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"Instruction" or "General Administration".
Section 110.70 Account Classification Summary
Table A explains the various funds that shall be used as appropriate by LEA's. The balance sheet
accounts are presented in Table B. Table C presents the classifications and codes to be used for
revenue transactions. Included in Table D are the dimensions and categories to be used for

expenditure transactions.

Section 110.80 Transaction Codes

a) Transaction codes (i.e., computer access codes) indicate the type of transaction
involved.
b) The following examples are codes that could be used for this purpose:
Code Transaction Type
1 Balance Sheet (Table B)
2 Revenue (Table C)
3 Expenditure (Table D)

Section 110.90 State Reporting Requirements

All school districts, cooperatives/joint agreements, educational service centers and vocational
education regional delivery systems are required to use the program accounting system pursuant
to Sections 17-1 and 34-43.1 of the School Code (I1l. Rev. Stat. 1991, ch. 122, pars. 17-1 and 34-
43.1) [105 ILCS 5/17-1 and 34-43.1]. Budget forms and annual financial report forms provided
by the State Board of Education are both to be completed annually by all school districts,
cooperatives/joint agreements, educational service centers, and vocational education regional
systems. These forms are in the required program accounting format, using information in Tables
A through D. These forms reflect the minimum state reporting requirements (for expenditures:
one digit for fund, four digits for function and one digit for object). The forms are set up in such
a manner as to indicate where transactions occur.

Section 110.100 Budgeting
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a) School District Budget

1)

2)

3)

A budget must be adopted even when no levy is made.

The school board, at a meeting held at some convenient time following a
hearing, must vote on the budget as originally drafted or as revised after
the hearing.

Adoption of the budget shall be by roll call vote, and the approved budget
shall be incorporated in the minutes of the board of education.

b) Section 17-1 of the School Code requires that a joint agreement shall adopt an
annual budget by September 1 of each fiscal year.

Section 110.110 Audit Requirements

a) School Districts not subject to Article 34

Y

2)

Section 3-15.1 of the School Code (Ill. Rev. Stat. 1991, ch. 122, par. 3-
15.1) [105 ILCS 5/3-15.1] requires that each school district and the
administrator of a joint agreement shall cause an annual financial
statement to be submitted on forms prescribed by the State Board of
Education exhibiting the financial condition of the program established by
the school district or pursuant to the joint agreement, for the fiscal year
ending on the immediately preceding June 30. Each educational service
center shall also submit an annual financial statement meeting the
requirements of Section 3-15.1 of the School Code and exhibiting the
financial condition of the center for the fiscal year ending on the
immediately preceding August 31.

The original and one copy of the annual financial report from school
districts or governing boards that administer joint agreements shall be
submitted to the Superintendent of the Educational Service Region on or
before October 15, who shall send the original to the State Board of
Education on or before November 15 annually. (A joint agreement is an
agreement between or among two or more school districts to provide
educational services jointly that such districts are authorized to provide
individually.) Educational Service Centers shall send the original and one
copy of the annual financial report to the State Board of Education by
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December 15 annually.

The report shall be prepared by an independent Certified Public
Accountant, whose opinion and notes are to be inserted therein.

An auditor shall not be considered to be independent if the auditor or any
member of the auditor's immediate family is a township or school
treasurer or employee thereof, a member or employee of the board of
education, or of the regional superintendent, or of the governing board that
is responsible for the administration of the LEA that is being audited.
(This includes LEA employees who serve in a nonadministrative capacity
such as bookkeepers, treasurers, and custodians of funds.)

The auditor must state that the audit was performed in accordance with
generally accepted governmental auditing standards. Generally accepted
governmental auditing standards means the Government Auditing
Standards: Standards for Audit of Governmental Organizations,
Programs, Activities and Functions (1988 Revision) published by the
Comptroller General of the United States. No later amendments to these
standards are incorporated by this rule. If a qualified opinion is rendered,
reasons for the qualifications are to be attached and explained in detail.

The Annual Financial Report form provided by the State Board of
Education is designed to be used by both cash and modified accrual basis
LEA's. Certain accounts provided for in the form are to be used only for
modified accrual basis reporting systems. These accounts are clearly
identified in order to avoid confusion. It is, however, necessary to indicate
on the form the basis of accounting being used.

If a line is not provided on the above report to accommodate special data,
do not insert the data or add a line. The data processing system used to
process these forms is not programmed to accept such additions. Use
"Other" accounts provided and attach supporting schedules which fully
explain items reported under "Other." Reports with lines added are
unacceptable.

If an LEA fails to file an annual financial report with the Superintendent
of the Educational Service Region on or before October 15, or within the
time extended, the Superintendent of the Educational Service Region has
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the responsibility of causing such an audit to be made and billing the LEA
for the audit (Section 3-7 of the School Code; Ill. Rev. Stat. 1991, ch. 122,
par. 3-7; 105 ILCS 5/3-7).

Failure of the State Board of Education to detect any deficiency in the
report, or to call a deficiency to the attention of the LEA shall not in any
way relieve the LEA and the independent auditor of their responsibility for
such deficiency under Sections 3-7 and 3-15.1 of the School Code and this
Part.

Failure to file an annual financial report could result in a loss of state
monies to a LEA. The Superintendent of the Educational Service Region
is authorized to restrict or deny state funds to LEA's failing to comply with
the submission of reports on or before the appointed date (Section 2-3.24
of the School Code; I1l. Rev. Stat. 1991, ch. 122, par. 2-3.24; [105 ILCS
5/2-3.24]).

The auditor must sign the opinion letter. The LEA chief administrator, and
in Cook County the township treasurer, must sign the annual financial
report.

School Districts Subject to Article 34

1)

2)

3)

Each board of education subject to the provisions of Article 34 of the
School Code (Ill. Rev. Stat. 1991, ch. 122, par. 34-1 et seq.) [105 ILCS
5/34-1 et seq.] shall file with the State Board of Education the annual
financial report and its audit, as required by the rules of the State Board
of Education. Such reports shall befiled no later than February 15
following the end of the school year of the Board of Education (Section
34-43.1 of the School Code).

The audit report shall be prepared by an independent Certified Public
Accountant, whose opinion and notes are to be inserted therein.

An auditor shall not be considered to be independent if the auditor or any
member of the auditor's immediate family, as defined by Section 24-6 of
the School Code (I1l. Rev. Stat. 1991, ch. 122, par. 24-6) [105 ILCS 5/24-
6], is a township or school treasurer or employee thereof, the city treasurer
(ex officio treasurer of the board of education) or an employee thereof, a
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member or employee of a school finance authority created to exercise
financial control over the board, a member or employee of the board or of
the regional superintendent.

The auditor shall state that the audit was performed in accordance with
generally accepted governmental auditing standards. Generally accepted
governmental auditing standards means the Government Auditing
Standards: Standards for Audit of Governmental Organizations,
Programs, Activities and Functions (1988 Revision) published by the
Comptroller General of the United States. No later amendments to these
standards are incorporated by this rule. If a qualified opinion is rendered,
reasons for the qualifications are to be attached and explained in detail.

The Annual Financial Report form provided by the State Board of
Education is designed to be used by both cash and modified accrual basis
LEA's. Certain accounts provided for in the form are to be used only for
modified accrual basis reporting systems. These accounts are clearly
identified in order to avoid confusion. It is, however, necessary to indicate
on the form the basis of accounting being used.

If a line is not provided on the above report to accommodate special data,
do not insert the data or add a line. The data processing system used to
process these forms is not programmed to accept such additions. Use
"Other" accounts provided and attach supporting schedules which fully
explain items reported under "Other." Reports with lines added are
unacceptable.

The auditor shall sign the opinion letter. A school district administrator
shall sign the Annual Financial Report.

As part of the required Annual Financial Report, the board of education
shall provide a detailed accounting of the central level, district
(subdistrict), department, and bureau costs and personnel included within
expenditure functions:

A) 2210 Improvement of Instruction Services

B) 2310 Board of Education Services
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2330 Special Area Administrative Services
2490 Other Support Services - School Administration
2500 Support Services — Business

2600 Support Services — Central

The reporting of these functions shall be as follows:

A)

B)

0

D)

Part I — Expenditures by Functions. This part of the report shall
summarize expenditures for these functions from the Educational
and the Operations and Maintenance Funds.

Part II — Expenditures by Location. This part of the report shall
summarize expenditures for the functions shown in Part [ by
location (central level, subdistrict, department, citywide, and
attendance centers).

Part III — Personnel. This part of the report shall include
Administrative, Technical/Support, and Clerical Staff by function
and by location. The number of positions and salary amounts shall
be reported for each of these categories.

Special forms shall not be required. Reports, either typewritten or
on a computer printout, shall be in the format outlined in
subsections (9)(A) through (9)(C) above.

Section 110.115 Regional Offices of Education

This Section specifies the rules needed to implement the requirements of Section 2-3.17a, 2-3.62,
3-12, 3A-16, and 3A-17 of the School Code [105 ILCS 5/2-3.17a, 2-3.62, 3-12, 3A-16, and 3A-

17].

a)

"Books and records" as used in this Section means all financial statements, fiscal
documents, vouchers for distributions, records of cash receipts, records of
obligation and expenditure of funds, records of accounts and funds, journals,
ledgers and subsidiary records thereof, computer programs and data files integral
to records of such funds and accounts as are in the care, custody or control of the
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regional superintendent of schools, and as are required for the purpose of enabling
the State Board of Education to perform the audits required by Section 2-3.17a of
the School Code and for the review, approval and reporting requirements of
Sections 2-3.62, 3-12, 3A-16, and 3A-17 of the School Code. The Regional
Office of Education shall maintain records in accordance with this Part as
applicable. Financial records shall be maintained on either a cash or accrual basis
of accounting. However, supporting information must be maintained to allow
preparation of an accrual statement as required in subsection (b) below.

For audit purposes each regional office of education shall make available to the
State Board of Education or its agent all books and records during regular
business hours on such days in each fiscal year as the State Board of Education or
its designated agents shall deem necessary to make and complete the required
audits. Such records shall be completed in auditable form by August 15 of the
succeeding fiscal year. Financial reports are to be available no later than August
31 in order that the annual audit may be done by an independent auditor as
selected by the State Board of Education. Annual Financial Statements are to be
prepared on an accrual basis of accounting on forms prescribed by the State Board
of Education no later than November 15. For reasonable cause, extensions may
be granted by the State Board of Education.

Each regional office of education shall make available the books and records
necessary to make the required audit by providing to the State Board of Education
or its agent full, complete and unrestricted access to such books and records and
to such person or persons who may have prepared, reviewed, reported on or
otherwise have knowledge of them.

Each regional office of education shall retain all books and records for a period of
five years or until each required audit is resolved. This provision shall not be
construed to shorten any record retention requirement otherwise applicable to
such records.

A presentation of the annual audit will be given to the Regional Office of
Education Oversight Board at the next regularly scheduled meeting following
completion of the audit.

Fees for conferences, workshops, materials and other costs charged for
discretionary activities not required by law or rule are to be determined on a cost-
recovery basis. Excess funds resulting from registrations or requests for
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materials/services beyond the anticipated cost-recovery basis shall be deposited in
an enterprise fund to be used solely to reduce the cost of similar items or to cover
costs incurred due to less-than-anticipated registrations or requests for
materials/services.

Section 110.120 Suppliesand Equipment

Unless otherwise dictated by federal, state, or local law, supply/equipment classification
decisions shall be made according to the following criteria.

a) Equipment Items
An equipment item is any instrument, machine, apparatus, or set of articles which
meets all of the following criteria:

1y

2)

3)

4)

5)

Under normal conditions of use, including reasonable care and
maintenance, it can be expected to serve its principal purpose for longer
than twelve months;

It does not lose its identity through fabrication or incorporation into a
different or more complex unit or substance;

It is nonexpendable; that is, if the item is damaged or some of its parts are
lost or worn out, it is more feasible to repair the item than to replace it
with an entirely new unit;

It retains its appearance and character through use; and

It costs $500 or more at the time of acquisition. If the original value is not
available, estimated market value is used.

b) Supply Items
An item must be classified as a supply if it does not meet one or more of the
equipment criteria listed in subsection (a) above.

Section 110.125 Revolving/Imprest Fund

a) Pursuant to Section 10-20.19 of the School Code (I1l. Rev. Stat. 1991, ch. 122,
par. 10-20.19) [105 ILCS 5/10-20.19], a Revolving (or Imprest) Fund may be
established by resolution of the board of education. The resolution shall designate
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a custodian of the fund, state the amount at which the fund shall be established,
and establish a policy as to the amounts and types of payments that shall be made
from the Revolving (or Imprest) Fund account. The fund shall be maintained in a
bank, for the purpose of providing for disbursements for which the district wishes
to issue a check but, because of timing or emergencies, cannot pay through the
regular disbursement procedure of the district.

The entry to establish a Revolving (or Imprest) Fund is as follows.

DR. #105 — Revolving/Imprest Fund $
CR.#101 — Cash $

To record creation of an imprest fund to be operated under principles applicable
to the imprest system:

1) No entries appear in account #105 except to open and close it unless the
amount of the fund is increased or decreased.

2) At all times, the total of all checks written since the last reimbursement
plus the bank balance for the checking account should equal the amount
set aside for the Revolving Fund in Account #105. Account #105 is an
asset account of the school district.

Pre-approved documentation such as signed vouchers, completed and approved
travel requests, approved purchase requisitions or orders and/or invoices must be
provided to the custodian of the fund in order that a check can be issued. Checks
written must include the proper district expense account code, or all necessary
descriptive information so that an expense account code number can be assigned.

At regular intervals, the Revolving (or Imprest) Fund shall be reimbursed up to
the original amount of the fund. The check to reimburse the Revolving Fund
must be included on the school district monthly bill list, charging the appropriate
district expenditure accounts and indicating the name/explanation for each
revolving check that was issued.

Pursuant to Section 10-20.19 of the School Code, the custodian of the Revolving
(or Imprest) Fund must be bonded as provided in Article 8 of the School Code
(I11. Rev. Stat. 1991, ch. 122, par. 8-1 et seq.) [105 ILCS 5/8-1 et seq.].
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Section 110.135 Petty Cash Fund

a) A Petty Cash Fund may be established by resolution of the board of education,
stating the amount at which the petty cash account shall be established. A Petty
Cash Fund is an imprest fund that sets aside a sum of cash for the purpose of
making change or immediate payments of comparatively small amounts.
Payments made through petty cash shall be restricted to those cases where
amounts involved are so small that processing through the usual procedures
would be uneconomical. A person is designated as custodian of the Petty Cash
Fund and, based upon a resolution of the board, a check in the amount authorized
shall be drawn payable to the designated custodian.

b) The entry to establish the Petty Cash Fund is as follows:

DR. #102 — Petty Cash Fund $
CR. #101 — Cash $

C) To record creation of a petty cash account to be operated under principles
applicable to the petty cash system:

1) No entries appear in Petty Cash Account #102 except to open and close it,
unless it is increased or decreased.

2) At all times, the total of the receipts for cash paid out and the remaining
cash shall equal the amount set aside for petty cash in Account #102.
Account #102 is an asset account of the school district.

d) The petty cash system requires that a person other than the custodian of the petty
cash fund approve a disbursement from the petty cash fund by signature. A petty
cash voucher also provides for the signature of the person to whom cash is paid;
this signature serves as evidence that payment was received by that person. Each
petty cash voucher shall be prenumbered, and each shall be accounted for as
having been either used, voided, or unused.

e) Each completed petty cash voucher form shall include the receipt for the
disbursement made, along with the proper expenditure account number, or all
necessary descriptive information so that an expense account code number can be
assigned. When the larger part of the cash on hand has been disbursed, the
custodian shall take the paid petty cash vouchers to the person authorized to
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prepare and issue checks.

Pursuant to Section 10-20.19 of the School Code, the custodian of the Petty Cash
Fund shall be covered by a fidelity bond as provided in Article 8 of the School
Code.
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Section 110.TABLE A EXPLANATION OF FUNDS

HCOdeH

10

20

30

40

"Descriptor"

"Educational Fund" (See Section 17-2 of the School Code (I1l. Rev. Stat. 1991, ch.
122, par. 17-2 [105 ILCS 5/17-2]) The greatest variety and the largest volume of
transactions shall be recorded here because the Educational Fund covers transactions
that are not specifically covered in another fund. Certain expenditures that must be
charged to this fund include the direct costs of instructional, health and attendance
services, lunch programs, all costs of administration (even those for buildings and
grounds), and related insurance costs. Certain revenues that must be credited to this
fund include educational tax levies, tuition and textbook rentals.

The salaries of janitors, engineers, and other custodial employees, and all costs of
fuel, lights, gas, water, telephone service, and custodial supplies and equipment shall
be charged to this fund. The school board may provide, by resolution, to charge to
the Operations and Maintenance Fund all salaries of janitors, engineers, or other
custodial employees and all costs of fuel, lights, gas, water, telephone service, and
custodial supplies and equipment or any one or more of these items. (See Section 17-
7 of the School Code; Ill. Rev. Stat. 1991, ch. 122, par. 17-7 [105 ILCS 5/17-7])

"Operations and Maintenance Fund" (See Sections 17-2, 17-7 of the School Code)
All costs of maintaining, improving, or repairing school buildings and property,
renting buildings and property for school purposes, or for the payment of premiums
for insurance on school buildings shall be charged to the Operations and
Maintenance Fund.

"Bond and Interest Fund" (See Section 19-2 et seq. of the School Code; (I11. Rev.
Stat. 1991, ch. 122, par. 19-2 et seq) [105 ILCS 5/19-2 et seq.]) Bonds are generally
issued to finance the construction of buildings and may be issued for other purposes.
Taxes are levied to provide cash to retire these bonds and to pay the interest on them.
To protect the bondholders, these tax collections must be accounted for in the Bond
and Interest Fund. LEA's must maintain a separate bond and interest fund for each
bond issue.

"Transportation Fund" (See Sections 17-2 and 17-8 of the School Code; I1l. Rev.
Stat. 1991, ch. 122, pars. 17-2 and 17-8 [105 ILCS 5/17-2 and 17-8]) If an LEA pays
for transporting pupils for any purpose, the Transportation Fund must be created.
Costs of transportation, including the purchase of vehicles and insurance on buses,
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are to be paid from this fund. Moneys received for transportation purposes from any
source must be deposited into this fund, except for the portion of state reimbursement
applicable to other funds (e.g., utility costs from the Operations and Maintenance
Fund) as provided in Sec. 29-5 of the School Code (Ill. Rev. Stat. 1991, ch. 122, par.
29-5) [105 ILCS 5/29-5].

"Municipal Retirement/Social Security Fund" (See Ill. Rev. Stat. 1991, ch. 108,
pars. 7-171, 21-110, 21-110.1 [40 ILCS 5/7-171, 21-110, and 21-110.1]) A separate
tax is levied for the purpose of providing resources for the LEA's share of retirement
benefits for covered employees. A separate tax is levied for the purpose of providing
resources for the LEA's share of social security and Medicare only payments for
covered employees. If these two taxes are not levied, the payments shall be charged
to the fund where the salaries are charged.

"Site and Construction and Capital Improvements Fund" All of the proceeds of each
construction bond issue (other than Fire Prevention and Safety) shall be placed in a
Site and Construction account (within the Site and Construction and Capital
Improvements Fund) to separate these special moneys from operating moneys. The
special moneys may be spent for the purposes specified in the bond indenture and on
the ballot.

Expenditures which would ordinarily be charged to the Education Fund, but which
may be charged to the Site and Construction and Capital Improvements Fund (unless
paid before the Site and Construction and Capital Improvements Fund is created),
include election expenses, fidelity insurance, architect's fees, legal fees for title
search on sites, fees for the legal opinion on the bonds, and other such administrative
costs directly related to the construction project or issuance of bonds.

Expenditures which would ordinarily be charged to the Operations and Maintenance
Fund, but which may be charged to the Site and Construction and Capital
Improvements Fund (unless paid before the Site and Construction and Capital
Improvements Fund is created), include the actual construction costs, builder's risk
insurance, purchase of land and other site costs, landscaping, parking lots, sidewalks,
utility connections, etc., and other items directly related to the construction project.

Capital Improvements Fund: (See Section 17-2.3 of the School Code) A Capital
Improvements account (within the Site and Construction and Capital Improvements
Fund) shall be created when a tax is levied in accordance with Section 17-2 of the
School Code. The moneys received from such levy shall be accumulated until spent
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for the capital improvements described in the resolution and on the ballot.

"Working Cash Fund" (See Section 20-1 et seq. of the School Code; Ill. Rev. Stat.
1991, ch. 122, par. 20-1 et seq. [105 ILCS 5/20-1 et seq.]) If a separate tax is levied
for working cash purposes or if bonds are sold for this purpose, this fund shall be
created. Cash available in this fund may be loaned to any fund for which taxes are
levied. (Such interfund loans are no longer limited to the Educational, Operations and
Maintenance, and Transportation Funds.)

"Rent Fund" (See Section 35-23 of the School Code; I1l. Rev. Stat. 1991, ch. 122,
par. 35-23 [105 ILCS 5/35-23]) When a tax is levied to provide revenue for paying
rent to the State of Illinois Capital Development Board for a state-owned school
building, the receipt of taxes shall be recorded in the Rent Fund. The payment of the
rent shall be an expenditure of this fund.

"Fire Prevention and Safety Fund" (See Section 17-2.11 of the School Code.) A Fire
Prevention and Safety Fund shall be created when a tax is levied or bonds issued for
fire prevention, safety, energy conservation or school security purposes. The moneys
received from the levy or the proceeds of the bond issue may only be used for the
purposes stipulated in Section 17-2.11.

"General Fixed Assets Account Group" Records of physical assets which have a
long-term (i.e., more than one year) period of usefulness to an LEA are maintained in
a group of accounts separate from the fund which provided the cash for the purchase
of those assets. Acquisitions of general fixed assets shall be recorded here at least at
the end of the fiscal year by entering the items purchased during the year and charged
in the Educational; Operations and Maintenance; Transportation; and Site and
Construction and Capital Improvements Funds.

"General Long-Term Debt Account Group" Records of a school district's total
bonded debt are maintained in a group of accounts separate from the Bond and
Interest Fund. When bonds are sold and the resolution including future tax levies is
filed with the county clerk, this event shall be entered in the General Long-Term
Debt Account Group. Other types of general long-term debt are also recorded here.
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Section 110.TABLE B DEFINITIONS OF BALANCE SHEET ACCOUNTS

"Assets and Other Debits"

Assets and Other Debits include what is owned and other items not owned as of the date of the
balance sheet but expected to become fully owned at some future date as well as other budgeting
and offsetting accounts which normally have debit balances.

HCOdeH
100
101
102
103
104
105

"Descriptor"

"Current Assets" Current Assets are cash or anything that can be readily
converted into cash.

"Cash" Currency, coin, checks, postal and express money orders, and bankers'
drafts on hand, or on deposit, with an official or agent designated as custodian
of cash and bank deposits.

"Petty Cash" A sum of money set aside for the purpose of making change or
immediate payments of comparatively small amounts, such as freight bills. No
entries appear in this account except to open and close it, unless it is increased
or decreased.

Paid invoices shall be held to substantiate expenditures from this account.
Periodically, the monies should be replenished to the original amount and
charges made to the appropriate expenditure accounts for the amount
replenished. At the end of the year, petty cash accounts may be closed and
included in Account 101; however, this is not required.

"Cash Change Funds" A sum of money set aside for the purpose of providing
cash register change.

"Cash with Fiscal Agent" Deposits with fiscal agents, such as commercial
banks, for the payment of matured bonds and interest.

"Imprest Fund" This fund is maintained in a bank and is established to provide
for emergency disbursements for which the district wishes to issue a check, but
because of the timing cannot pay through the regular disbursement procedure.
The same procedure shall be followed for replenishing the account as that used
for Petty Cash. The balance of the account may be returned to the district
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treasurer on or before June 30 of each year, but this is not required.
110 "Taxes Receivable" The uncollected portion of taxes which a school system or

governmental unit has levied, including any interest or penalties which may be
accrued. Separate accounts may be maintained on the basis of tax roll year
and/or current and delinquent taxes.

111 "Estimated Uncollectible Taxes (Credit)" A provision for that portion of taxes
receivable which it is estimated will not be collected. The account is shown on
the balance sheet as a deduction from the 110 Taxes Receivable account in
order to arrive at the net amount of taxes receivable. Separate accounts may be
maintained on the basis of tax roll year and/or delinquent taxes.

112 "Tax Liens Receivable" Legal claims against property which have been
exercised because of non-payment of delinquent taxes, interest, and penalties.
The account includes delinquent taxes, interest, and penalties receivable up to
the date the lien becomes effective plus the cost of holding the sale.

113 "Estimated Uncollectible Tax Liens (Credit)" A provision for that portion of
tax liens receivable which it is estimated will not be collected. The account is
shown on the balance sheet as a deduction from the 112 Tax Liens Receivable
amount in order to arrive at the net amount of tax liens receivable.

120 "Accounts Receivable" Amounts owing on an open account from private
persons, firms, or corporations for goods and services furnished by a LEA (but
not including amounts due from other funds or from other governmental units).
Although taxes receivable are covered by this term, they shall be recorded and
reported separately in the Taxes Receivable account.

121 "Bond Proceeds Receivable" Amounts receivable from the sale of bonds.

122 "Loans Receivable" Amounts which have been loaned to persons or
organizations, where permitted by statutory authority.

130 "Interfund Receivables"

131 "Due From Educational Fund" Amounts owed by the Educational Fund to
another Fund in the same LEA for goods sold or services rendered, and
excluding Interfund Loans.
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"Due from Operations and Maintenance Fund" Amounts owed by the
Operations and Maintenance Fund to another Fund in the same LEA for goods
sold or services rendered and excluding Interfund Loans.

"Due from Transportation Fund" Amounts owed by the Transportation Fund to
another Fund in the same LEA for goods sold or services rendered and
excluding Interfund Loans.

"Due from Site and Construction and Capital Improvements Fund" Amounts
owed by the Site and Construction and Capital Improvements Fund to another
Fund in the same LEA for goods sold or services rendered and excluding
Interfund Loans.

"Due from Fire Prevention and Safety Fund" Amounts owed by the Fire
Prevention and Safety Fund to another Fund in the same LEA for goods sold or
services rendered and excluding Interfund Loans.

"Due From Other Governmental Units" Amounts due to the reporting
governmental unit from other governmental units. These amounts represent
grants-in-aid, shared taxes, taxes collected for the reporting unit by another
unit, loans, and charges for services rendered by the reporting unit for another
government. It is recommended that separate accounts be maintained for each
receivable.

"Estimated Uncollectible Claim From Other Governmental Unit (Credit)" A
provision for that portion of money due from other governmental units which it
is estimated will not be collected. This account is shown on the balance sheet
as a deduction from the 140 account (Due From Other Governmental Units) in
order to arrive at the net amount if due from other governmental unit.

"Loan to Educational Fund" An asset account used to record a loan by the
Operations and Maintenance Fund; Transportation Fund; or Working Cash
Fund to the Educational Fund.

"Loan to Operations and Maintenance Fund" An asset account used to record a
loan by the Educational Fund; Transportation Fund; or Working Cash Fund; to
the Operations and Maintenance Fund.
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"Loan to Transportation Fund" An asset account used to record a loan by the
Educational Fund; Operations and Maintenance Fund or Working Cash Fund to
the Transportation Fund.

"Loan to Fire Prevention and Safety Fund" An asset account to record a loan
by the Educational Fund, Operations and Maintenance Fund, Transportation
Fund, or Working Cash Fund.

"Loan to Other Funds" An asset account to record a loan by the Working Cash
Fund to any Fund for which taxes are levied other than 151-154.

"Interest Receivable on Investments" Amounts of interest receivable on
investments.

"Accrued Interest on Investments Purchased" Interest accrued on investments
between the last interest payment date and date of purchase. The account shall
be carried as an asset until the first interest payment date after the date of
purchase. At that time an entry shall be made debiting Account 101 — Cash,
and crediting Account 163 — Accrued Interest on Investments Purchased for the
amount of interest purchased.

"Inventory" The cost of supplies and equipment on hand not yet distributed to
requisitioning units.

"Inventories for Resale" The value of goods held by an LEA for resale rather
than for use in its own operations. The cost of all materials and other expense
incurred in the building of vocational projects for sale shall be debited here and
reflected as an asset in the Educational Fund. When the project is sold, this
account shall be credited for an amount equal to the cost. Any profit or loss on
the project shall be charged to the proper revenue or expense account.

"Investments" Securities and real estate held for the production of income in
the form of interest, dividends, rentals, or lease payments. The account does
not include fixed assets used in LEA operations. Separate accounts for each
category of investments may be maintained.

"Unamortized Premiums on Investments" The excess of the amount paid for
securities over the face value which has not yet been amortized. Use of this
account is normally restricted to long-term investments.
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"Unamortized Discounts on Investments (Credit)" The excess of the face value
of securities over the amount paid for them which has not yet been written off.
Use of this account is normally restricted to long-term investments.

"Deposits" Funds deposited by the LEA as a prerequisite to receiving services
and/or goods. Deposits differ from prepaid expenses in that deposits are partial
payments made prior to receiving services and/or goods, while prepaid
expenses are commonly total payment made within one fiscal year for services
to be received in one or more fiscal years.

"Prepaid Expenses/Deferred Charges" Expenses entered in the accounts for
benefits not yet received. Prepaid expenses are those that are regularly
recurring costs and are spread over a short period of time. Examples of prepaid
expenses are prepaid rent, prepaid interest, and unexpired insurance premiums.
Deferred charges are those that may not be regularly recurring costs of
operation and usually extend over a long period of time. An example of a
deferred charge is unamortized discounts on bonds sold.

"Unamortized Discounts on Bonds Sold" That portion of the excess of the face
value of bonds over the amount received from their sale which remains to be
written off periodically over the life of the bonds.

"Other Accrued Revenue" Accrued revenue that is not provided for elsewhere.
"Other Current Assets" Current assets not provided for elsewhere.

"General Fixed Assets" General Fixed Assets are those assets which the LEA
intends to hold or continue in use over a long period (i.e., more than one year)
of time.

"Land" A fixed asset account which reflects the acquisition value of land
owned by a LEA. If land is purchased, this account shall include the purchase
price and costs such as legal fees, filling and excavation costs, and other
associated improvement costs which are incurred to put the land in condition
for its intended use. If land is acquired by gift, the account shall reflect its
appraised value at time of acquisition.

"Buildings" A fixed asset account which shall reflect the acquisition value of
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permanent structures or major improvements to existing permanent structures
used to house persons and property owned by the LEA. If buildings are
purchased or constructed, this account shall include the purchase or contract
price of all permanent buildings and fixtures attached to and forming a
permanent part of such buildings. If buildings are acquired by gift, the account
shall reflect their appraised value at time of acquisition.

203 "Improvements Other Than Buildings" A fixed asset account which shall
reflect the acquisition value of permanent improvements, other than buildings,
which add value to land. Examples of such improvements are fences, retaining
walls, sidewalks, pavements, gutters, tunnels, and bridges. If the improvements
are purchased or constructed, this account shall contain the purchase or
contract price. If improvements are obtained by gift, it shall reflect the
appraised value at time of acquisition.

204 "Equipment Other Than Transportation" Tangible property of a more or less
permanent nature, other than land, buildings, or improvements thereto, which is
useful in carrying on operations. Examples are machinery, tools, trucks, cars,
furniture, and furnishings.

205 "Construction in Progress" The cost of construction work undertaken but not
yet completed.

206 "Transportation Equipment" Tangible property of a more or less permanent
nature, other than land, buildings, or improvements thereto, which is used for
transporting pupils.

300 "Budgeting Accounts and Other Debits" Budgeting Accounts and Other Debits
shall include budgeted amounts and their status as related to expenditures and
encumbrances as well as items which are offsetting accounts and which
normally have debit balances.

301 "Estimated Revenues" The amount of revenues estimated to be received or to
become receivable during the fiscal period. At the end of the fiscal period, the
account shall be closed out and will not appear in a balance sheet prepared at
the close of the fiscal period.

302 "Revenue (Credit)" The increase in ownership equity during a designated
period of time. The account shall appear only in a balance sheet prepared
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during the fiscal period. At the end of the fiscal period, the account shall be
closed out and will not appear in a balance sheet prepared at the close of the
fiscal period. This is the control account for the revenues.

"Bonds Authorized — Unissued" Bonds which the LEA can issue without
further proceedings other than to direct their sale. The account shall be
included among the resources of a specific fund offset by a credit to
Appropriations. When the bonds are sold, the account shall be credited and
Cash debited. An alternative approach is not to show the Bonds Authorized —
Unissued account in the balance sheet but merely to call attention to the
amount of bonds that have been authorized and not issued in a footnote to the
appropriate balance sheet. In this case, the journal entry at the time bonds are
sold would be a debit to Cash for the proceeds and a credit to the revenue
account, Sales of Bonds.

"Amount Available in Debt Service Funds" An account in the General Long-
Term Debt Account Group which designates the amount of assets available in a
Debt Service Fund for the retirement of general long-term debt.

"Amount to be Provided for Payment of Bonds" An account in the General
Long-Term Debt Account Group which represents the amount to be provided
from taxes or other general revenue to retire outstanding general long-term
bonds.

"Amount to be Provided for Payment - Other" An account in the General Long-
Term Debt Account Group which represents the amount to be provided from
taxes or other general revenue to retire outstanding general long-term debt
other than bonds.

Liabilities, Reserves, and Fund Balance

Liabilities, Reserves, and Fund Balance are LEA Debts plus items which are not debts but which
may become debts at some future time as well as other budgeting and offsetting accounts which
normally have credit balances and show up only on trial balance sheets.

"Current Liabilities" Current liabilities are those debts the LEA expects to pay
within a short period of time, usually within a year or less.

"Vouchers Payable" Liabilities for goods and services received as evidenced by
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vouchers which have been pre-audited and approved for payment but which
have not been paid.

"Accounts Payable" Liabilities on open accounts owing to private persons,
firms, or corporations for goods and services received by an LEA (but not
including amounts due to other funds of the same LEA or to other
governmental units).

"Judgments Payable" Amounts due to be paid by an LEA as the result of court
decisions, including condemnation awards in payment for private property
taken for public use.

"Contracts Payable" Amounts due on contracts for assets, goods, and services
received by an LEA other than construction.

"Construction Contracts Payable" Amounts due by an LEA on contracts for
construction of building structures, and other improvements.

"Corporate Personal Property Replacement Tax Anticipation Notes Payable"
Amounts due by an LEA for corporate personal property tax anticipation notes
issued according to Section 4.1 of the Tax Anticipation Note Act (Ill. Rev. Stat.
1991, ch. 85, par. 824.1) [50 ILCS 420/4.1].

"Anticipation Warrants Payable" Amounts due by an LEA for tax anticipation
warrants issued as described in Section 17-16 of the School Code (Ill. Rev.
Stat. 1991, ch. 122, par. 17-16) [105 ILCS 5/17-16].

"Anticipation Notes Payable" Amounts due by an LEA for tax anticipation
notes issued as described in Section 4.1 of the Tax Anticipation Note Act.

"Teachers' Orders Payable" Amounts due by an LEA for teachers' orders issued
as described in Sections 8-16 and 10-18 of the School Code (Ill. Rev. Stat.
1991, ch. 122, pars. 8-16 and 10-18) [105 ILCS 5/8-16 and 10-18].

"State Aid Anticipation Certificates Payable" Amounts due by an LEA for
State Aid Anticipation Certificates issued according to Section 18-18 of the
School Code (Ill. Rev. Stat. 1991, ch. 122, par. 18-18) [105 ILCS 5/18-18].

"Interfund Payables"
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"Due to Educational Fund" Amounts owed to the Educational Fund by another
Fund in the same LEA for goods sold or services rendered, excluding Interfund
Loans.

"Due to Operations and Maintenance Fund" Amounts owed to the Operations
and Maintenance Fund by another Fund in the same LEA for goods sold or
services rendered, excluding Interfund Loans.

"Due to Transportation Fund" Amounts owed to the Transportation Fund by
another fund in the same LEA for goods sold or services rendered, excluding
Interfund Loans.

"Due to Site and Construction and Capital Improvements Fund" Amounts
owed to the Site and Construction and Capital Improvements Fund by another
Fund in the same LEA for goods sold or services rendered, excluding Interfund
Loans.

"Due to Fire Prevention and Safety Fund" Amounts owed to the Fire
Prevention and Safety Fund by another Fund in the same LEA for goods sold
or services rendered, excluding Interfund Loans.

"Due to Other Governmental Units" Amounts owed by the reporting LEA to
the named governmental unit. It is recommended that separate accounts be
maintained for each interagency account payable.

"Loan from Educational Fund" A liability account used to record a loan from
the Educational Fund to the Operations and Maintenance Fund, Transportation
Fund, or Fire Prevention and Safety Fund.

"Loan from Operations and Maintenance Fund" A liability account used to
record a loan from the Operations and Maintenance Fund to the Educational
Fund, Transportation Fund, or Fire Prevention and Safety Fund.

"Loan from Transportation Fund" A liability account used to record a loan
from the Transportation Fund to the Educational Fund, the Operations and

Maintenance Fund, or the Fire Prevention and Safety Fund.

"Loan from Working Cash Fund" A liability account used to record a loan from
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the Working Cash Fund to any fund for which taxes are levied.

"Matured Bonds Payable" Bonds which have reached or passed their maturity
date but which remain unpaid.

"Matured Interest Payable" Interest on bonds which have reached the maturity
date but which remain unpaid.

"Teachers' Pension Payable" Teachers' pension deductions withheld from
salaries of employees who participate in the Illinois Teachers' Retirement
System.

"Federal Withholding Tax Payable" Federal income taxes withheld from
employees' salaries.

"State Withholding Tax Payable" State income taxes withheld from employees'
salaries.

"Municipal Retirement Payable" Municipal retirement deductions withheld
from salaries of employees who participate in the Illinois Municipal Retirement
System.

"Annuities Payable" Annuity deductions withheld from employees' salaries.

"Employee Insurance Payable" Insurance deductions withheld from employees'
salaries.

"Federal Insurance Contribution Act Payable" FICA (Social Security)
deductions withheld from employees' salaries.

"Medicare Only Payable" Medicare only deductions withheld from employees'
salaries.

"Other Payroll Deductions Payable" Other deductions withheld from
employees' salaries.

"Accrued Expenses" Expenses incurred during the current accounting period
but which are not payable until a subsequent accounting period. Examples of
accrued expenses are accrued salaries, accrued tuition expense, accrued
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interest, and accrued rent.

471 "Deposits" Liability for deposits received as a prerequisite to providing or
receiving services and/or goods.

472 "Due to Fiscal Agent" Amounts due to fiscal agents, such as commercial
banks, for servicing an LEA's maturing indebtedness.

473 "Unamortized Premiums on Bonds Sold" An account which represents that
portion of the excess of bond proceeds over par value and which remains to be

amortized over the remaining life of such bonds.

474 "Deferred Revenues" Liability accounts that represent assets receivable or
collected before they are recognized as revenue.

480 "Due to Activity Fund Organizations" A liability account that represents assets
held by an LEA as an agent for activity fund organizations.

499 "Other Current Liabilities" Other current liabilities not provided for elsewhere.

500 "Long-Term Liabilities" Long-Term Liabilities are debts which a school
district plans to hold for a long period (i.e., more than one year) of time.

501 "Bonds Payable" The face value of bonds issued and outstanding but not
matured.
599 "Other Long-Term Liabilities" Other long-term liabilities not provided for
elsewhere.
600 "Budgeting Accounts and Other Credits" These categories represent accounts

which reflect budgeted amounts and their status as related to expenditures and
encumbrances as well as offsetting accounts which normally have credit
balances.

601 "Appropriations" This account records authorizations granted by the legislative
body to make expenditures and to incur obligations for specific purposes. This
account appears in a balance sheet prepared during the fiscal period. At the end
of the fiscal period, the Appropriations account is closed out and does not
appear in the balance sheet prepared at the close of the fiscal period.
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"Expenditures (Debit)" This account appears in balance sheets prepared during
the fiscal period and designates the total of expenditures charged against
appropriations during such period. The account is shown in each balance sheet
as a deduction from the Appropriations account to arrive at the expected
balance of total appropriations. This is the control account for expenditures.

"Encumbrances (Debit)" This account designates obligations in the form of
purchase orders, contracts, or salary commitments which are chargeable to an
appropriation and for which a part of the appropriation is reserved. In an
interim balance sheet, encumbrances are deducted along with the expenditures
from the Appropriations account to arrive at the unencumbered balance of
appropriations.

"Reserves and Fund Balance" These are accounts which show the excess of the
assets of a fund over its liabilities and those that have a portion of the balance
reserved for future use.

"Reserve for Encumbrances" A reserve representing the segregation of a
portion of a fund balance to provide for unliquidated encumbrances. Separate
accounts may be maintained for current and prior year encumbrances.

"Reserve for Inventory" A reserve which represents the segregation of a
portion of a fund balance to indicate that assets equal to the amount of the
reserve are tied up in inventories of supplies and inventories on hand and not
issued to requesting units.

"Fund Balance-Reserved or Restricted" A reserve which represents the
segregation of a portion of a fund balance to indicate that assets equal to the
amount of the reserve are tied up for the named special purpose. Separate
accounts may be maintained for each reserved or restricted balance.

"Fund Balance — Unreserved or Unrestricted" The excess of the assets of a fund
over its liabilities and reserves, except in the case of funds subject to budgetary
accounting where, prior to the end of a fiscal period, it represents the excess of
the fund's assets and estimated revenues for the period over its liabilities,
reserves, and appropriations for the period.

"Investment in General Fixed Assets" An account in the General Fixed Assets
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Account Group which represents the LEA equity in general fixed assets.
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Section 110.TABLE C DEFINITIONS OF REVENUE CLASSIFICATIONS

HCOdeH

1000

1100

1110

"Descriptor"
Revenue From Local Sources
Ad Valorem Taxes levied by school system.

"General Levies" Taxes received from the general levy for
each fund authorized as follows:

"Educational Fund" — Sections 17-2 and 17-3 of the School
Code (I1l. Rev. Stat. 1991, ch. 122, pars. 17-2 and 17-3 [105
ILCS 5/17-2 and 17-3]

"Operations and Maintenance Fund" — Sections 17-2 and
17-5 of the School Code (Ill. Rev. Stat. 1991, ch. 122, pars.
17-2 and 17-5) [105 ILCS 5/17-2 and 17-5].

"Bond and Interest Fund" — Sections 17-2.11a, 17-12, 19-7,
19-22, and 19-30 of the School Code (Ill. Rev. Stat. 1991,
ch. 122, pars. 17-2.11a, 17-12, 19-7, 19-22, and 19-30) [105
ILCS 5/17-2.11a, 17-12, 19-7, 19-22, and 19-30].

"Transportation Fund" — Sections 17-2 and 17-4 of the
School Code (I1l. Rev. Stat. 1991, ch. 122, pars. 17-2 and
17-4) [105 ILCS 5/17-2 and 17-4].

"Municipal Retirement/Social Security Fund" —

Section 22-403 of the Illinois Pension Code (Ill. Rev. Stat.
1991, ch. 108, par. 22-403) [40 ILCS 5/22-403] for
Municipal Retirement purposes only.

"Site and Construction and Capital Improvements Fund" -
Section 17-2 of the School Code.

"Working Cash Fund" — Section 20-3 of the School Code
(Il Rev. Stat. 1991, ch. 122, par. 20-3) [105 ILCS 5/20-3].
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"Rent Fund" — Sections 35-23 and 35-24 of the School
Code (IlI. Rev. Stat. 1991, ch. 122, pars. 35-23 and 35-24)
[105 ILCS 5/35-23 and 35-24]

"Fire Prevention and Safety Fund" — Section 17-2.11 of the
School Code.

1111 "Current Year Levy"
1112 "First Prior Year Levy"
1113 "Other Prior Years' Levies"
1120 "Tort Immunity Levy" Taxes received from the levy for tort
immunity purposes as authorized by Section 9-107 of the
Local Governmental and Governmental Torts Immunity
Act (Ill. Rev. Stat. 1991, ch. 85, par. 9-107) [745 ILCS
10/9-107].
1121 "Current Year Levy"
1122 "First Prior Year Levy"
1123 "Other Prior Years' Levies"
1130 "Facility Leasing Levy" Taxes received from the levy for
the purpose of leasing educational facilities as authorized in
Section 17-2.2¢ of the School Code. The taxes received
from the levy for temporary relocation should be recorded
in Revenue Account 1190 — Other Tax Levies.
1131  "Current Year Levy"
1132 "First Prior Year Levy"
1133 "Other Prior Years' Levies"

1140  "Special Education Levy" Taxes received from the levy for
special education as authorized in Section 17-2.2a of the
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1141

1142

1143

1151

1152

1153

1161

1162

1163

1171

1172

School Code.

"Current Year Levy"

"First Prior Year Levy"

"Other Prior Years' Levies"

"Social Security/Medicare Only Levy" Taxes received from
the levy for the employer's share of Social Security taxes
and the employer's share of Medicare Only payments,
Section 21-110 and 21-110.1 of the Social Security
Enabling Act (Ill. Rev. Stat. 1991, ch. 108, pars. 21-110
and 21-110.1) [40 ILCS 5/21-110 and 21-110.1].

"Current Year Levy"

"First Prior Year Levy"

"Other Prior Years' Levies"

"Area Vocational Construction Levy" Taxes received from
the levy for area vocational construction purposes as
authorized in Section 17-2.4 of the School Code.

"Current Year Levy"

"First Prior Year Levy"

"Other Prior Years' Levies"

"Summer School Levy" Taxes received from the levy for
summer school purposes as authorized in Section 17-2 of
the School Code.

"Current Year Levy"

"First Prior Year Levy"
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1173  "Other Prior Years' Levies"

"Other Tax Levies" Taxes received from other tax levies
not provided for herein.

1191  "Current Year Levy"
1192  "First Prior Year Levy"
1193  "Other Prior Years' Levies"
"Payments in Lieu of Taxes"
"Mobile Home Privilege Tax"
"Payments from Local Housing Authority"

"Corporate Personal Property Replacement Tax" Amounts
received from tax revenues that replace the revenue lost as
the result of abolition of ad valorem personal property taxes
pursuant to Article IX, Section 5(c) of the 1970
Constitution of the State of Illinois . Revenues must first be
applied to the Bond and Interest Fund (for bonds sold
before 1-1-79) and the Municipal Retirement/Social
Security Fund to replace the lost tax revenues. Revenues
may be deposited into any other funds (other than the Site
and Construction and Capital Improvements Fund), after
satisfying the two liens.

"Other Payments in Lieu of Taxes"

"Tuition" Assessment amounts received from: pupils, their
parents, and welfare agencies; other LEAs for education
provided in the local education agency; and private sources
(Others). (Paying LEAs: See function 4100 categories,
object 800 for applicable expenditure account numbers.)

"Regular Day School Tuition" Amounts received for pupils
attending the regular day schools in the local education
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agency as authorized in Section 10-20.12a of the School
Code (IlI. Rev. Stat. 1991, ch. 122, par. 10-20.12a) [105
ILCS 5/10-20.12a].

1311  "Regular Tuition From Pupils or Parents"

1312 "Regular Tuition From Other LEAs"

1313 "Regular Tuition From Other Sources"

1320 "Summer School Tuition" Amounts received for pupils
attending summer school.

1321  "Summer School Tuition From Pupils or Parents"
1322 "Summer School Tuition From Other LEAs"
1323 "Summer School Tuition From Other Sources"

1330 "Vocational Educational Tuition" Amounts received for
pupils attending vocational education programs.

1331  "Vocational Tuition From Pupils or Parents"
1332 "Vocational Tuition From Other LEAs"
1333  "Vocational Tuition From Other Sources"

1340 "Special Education Tuition" Amounts received for pupils
attending special education programs.

1341  "Special Education Tuition From Pupils or Parents"
1342 "Special Education Tuition From Other LEAs"
1343 "Special Education Tuition From Other Sources"

1350 "Adult/Continuing Education Tuition" Amounts received
for pupils attending adult/continuing education schools in
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1351

1352

1353

1411

1412

1413

1415

1421

1422

1423

the LEA.

"Adult Tuition From Pupils or Parents"

"Adult Tuition From Other LEAs"

"Adult Tuition From Other Sources"

"Transportation Fees" Amounts received from pupils, their
parents, welfare agencies, private sources, and other LEAs
for transporting pupils to and from school and school
activities as authorized in Article 29 of the School Code.
(Paying LEAs: See function 4100 categories, object 300
category for applicable expenditure account numbers.)
"Regular Day School Transportation Fees" Amounts
received for transporting pupils to and from regular day
school and school activities.

"Regular Transportation Fees From Pupils or Parents"
"Regular Transportation Fees From Other LEAs"

"Regular Transportation Fees From Private Sources"

"Regular Transportation Fees From Pupils/Cocurricular
Activities"

"Summer School Transportation Fees" Amounts received to
transport pupils to and from summer school.

"Summer School Transportation Fees From Pupils or
Parents"

"Summer School Transportation Fees From Other LEAs"
"Summer School Transportation Fees From Other Sources"

"Vocational Education Transportation Fees" Amounts
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1431

1432

1433

1441

1442
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1451
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1453

received to transport pupils to and from Vocational classes.
"Vocational Transportation Fees From Pupils or Parents"
"Vocational Transportation Fees From Other LEAs"
"Vocational Transportation Fees From Other Sources"

"Special Education Transportation Fees" Amounts received
to transport pupils to and from Special Education programs.

"Special Education Transportation Fees From Pupils or
Parents"

"Special Education Transportation Fees From Other LEAs"

"Special Education Transportation Fees From Other
Sources"

"Adult/Continuing Education Transportation Fees"
Amounts received to transport pupils to and from
Adult/Continuing Education programs.

"Adult Transportation Fees From Pupils or Parents"
"Adult Transportation Fees From Other LEAs"

"Adult Transportation Fees From Other Sources"

"Earnings on Investments" Revenue from holdings invested
for earnings purposes.

"Interest on Investments" Interest received on short-term or
long-term investments in United States Treasury Bills,
notes, bonds; savings accounts; time certificates of deposit;
notes; mortgages; or other interest-bearing obligations.

"Gain or Loss on Sale of Investments" Gains or losses
realized from the sale of bonds. Gains represent the excess
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of the sales proceeds over cost or other basis as of the date
of sale (cost less amortization of premium in the case of
long-term bonds purchased at a premium over par value or
cost plus amortization of discount on long-term bonds
purchased at a discount under par value). Gains realized
from sale of U.S. Treasury bills represent income and
should be credited to account 1510 above. Losses represent
the excess of the cost or other basis at date of sale (as
described above) over the sales proceeds.

1600 "Food Services" Amounts received for dispensing food to
pupils and adults.

1610 "Sales to Pupils" Amounts received from pupils for sale of
food products and services. Better financial control,
analysis and reporting for federal and state reimbursements
can be obtained by maintaining separate accounts by type
of sale. Use of this account is required for federal
reimbursement purposes.

1611  "Sales to Pupils — Lunch"
1612  "Sales to Pupils — Breakfast"
1613  "Sales to Pupils — A la Carte"
1614  "Sales to Pupils — Other"

1620 "Sales to Adults" Amounts received from adults for sale of
food products and services. Regular meals or food products
sold to staff can be segregated from special dinners and
affairs for special purposes by maintaining separate

accounts.

1690 "Other Food Service Revenue" Amounts received from
local sources for other food service activities.

1700 "Pupil Activities" Amounts received from school sponsored
activities.
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1710 "Admissions" Amounts received from patrons of a school

sponsored activity.

1711  "Athletic" Amounts received from school sponsored
athletic events.

1719  "Other" Amounts received from admissions to all other
school sponsored events except athletics.

1720 "Fees" Amounts received from pupils for fees (except
transportation) such as towel fees, locker fees, and
equipment fees.

1730 "Book Store Sales" Amounts received from sales, other
than textbook sales, resulting from the operation of a
bookstore. Sales may be recorded in separate revenue
accounts according to the type of product sold, if desired.

1790 "Other Pupil Activity Revenue" All other revenue from
pupil activities not specified above.

1800 "Textbooks" Amounts received from the rental or sale of
textbooks.

1810 "Textbook Rentals" Amounts received from the rental of
textbooks as authorized in Section 10-22.25 of the School
Code (Ill. Rev Stat. 1991, ch. 122, par. 10-22.25) [105
ILCS 5/10-22.25].
1811 "Regular Textbook Rentals"
1812  "Summer School Textbook Rentals"
1813  "Adult/Continuing Education Textbook rentals"

1819  "Other Textbook Rentals"

1820 "Textbook Sales" Amounts received from the sales of
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1821

1822

1823

1829

textbooks as authorized in Section 28-8 of the School Code
(T11. Rev. Stat. 1991, ch. 122, par. 28-8) [105 ILCS 5/28-8].

"Regular Textbook Sales"

"Summer School Textbook Sales"
"Adult/Continuing Education Textbook Sales"
"Other Textbook Sales"

"Other Textbook Revenues" Textbook revenues not
provided for in the 1800 thru 1829 series of accounts.

"Other Revenue From Local Sources" Other amounts
received from local sources which are not classified above.

"Rentals" Amounts received for rental of school property,
real or personal.

"Contributions and Donations From Private Sources"
Amounts received from a philanthropic foundation, private
individuals, or private organizations for which no
repayment or special service to the contributor is expected.

"Services Provided Other LEAs" Amounts received from
services provided other LEAs other than for tuition and
transportation services. Services could include data
processing, purchasing, maintenance, accounting, cleaning,
consulting, guidance, etc. (Paying LEAs: See function
4100 categories, object 300 and object 600 categories for
applicable expenditure account numbers.)

"Refund of Prior Years' Expenditures" Amounts received in
refund of an expenditure charged to a prior fiscal year's
budget. A refund of an expenditure made in the same fiscal
year's budget may be recorded in the appropriate
expenditure account as a reduction of the expenditure.
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1990 "Other" Amounts received from local sources not provided

for elsewhere.

1991 "Payment From Other Districts" Special Education or
Vocational Education Buildings.

1992  "Sale of Vocational Projects" Amounts representing gain
from the sale of vocational projects.

1993  "Local Fees" Amounts assessed or received from local
sources for district programs (example: driver education
fees).

1999  "Other" Amounts received from local sources that are not
provided for otherwise in the 1000 through 1992 series of
accounts.

2000 "Flow-through Revenue from One LEA to Another LEA"
Payments one LEA makes to another LEA representing
mini-grant projects and flow-through grants-in-aid to be
used for specific grant-related purposes. (Paying LEAs:
See function 4100 categories, object 700 categories for
applicable expenditure account numbers.) LEAs include
any school districts; any joint agreements, such as special
education centers or area vocational centers; vocational
education regional delivery systems; and educational
service centers. The Educational Service Region (ESR) is
not an LEA for the purposes of this definition; any revenue
received from the ESR is a direct payment to the LEA.

2100 "Flow-through Revenue from State Sources" These state
revenues can be further subdivided to account for individual
grants.

2200 "Flow-through Revenue from Federal Sources" These

federal revenues can be further subdivided to account for
individual grants.

3000 Revenue From State Sources
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3211

3212

3213

"Unrestricted Grants-In-Aid" Amounts received as grants
by the LEA which can be used without restriction for any
legal purpose desired by the LEA.

"General State Aid" Amounts received from the state for
the general apportionment (flat grant) and the equalization
portions of General State Aid as authorized in Section 18-8
of the School Code (I1l. Rev. Stat. 1991, ch. 122, par. 18-8)
[105 ILCS 5/18-8].

"Supplementary State Aid" Amounts received from the
state including tax amnesty monies or Supplementary State
Aid for new districts (formed by the consolidation of
previously existing districts) as authorized in Sections 18-
8(A)(5)(m), 18-8.2, and 18-8.3 of the School Code.

"Restricted Grants-In-Aid" Amounts received as grants by
the LEA which must be used for a categorical or specific
purpose if payments were made on a grant basis.

"Transportation Aid" Amounts received from the state for
transportation aid.

"Regular" Amounts received from the state for a portion of
the cost of transporting regular students as authorized in
Section 29-5 of the School Code.

"Special Education" Amounts received from the state for a
portion of the cost of transporting Special Education
students as authorized in Sections 14-7.02 and 14-13.01 of
the School Code (IlI. Rev. Stat. 1991, ch. 122, pars. 14-7.02
and 14-13.01) [105 ILCS 5/14-7.02 and 14-13.01].

"Vocational Education" Amounts received from the state
for a portion of the cost of transporting Vocational
Education students as authorized in Section 29-5 of the
School Code.
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"Instructional Program Aid" Amounts received from the
state for Instructional Program Aid.

"Driver Education" Amounts received from the state
representing reimbursement for Driver Education as
authorized in Sections 27-24.3 and 27-24.4 of the School
Code (Ill. Rev. Stat. 1991, ch. 122, pars. 27-24.3 and 27-
24.4) [105 ILCS 5/27-24.3 and 27-24.4].

"Technical Preparation Education" Amounts received from
state funds to provide plannin