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96TH GENERAL ASSEMBLY
State of Illinois

2009 and 2010
HB1121

Introduced 2/11/2009, by Rep. Linda Chapa LaVia

SYNOPSIS AS INTRODUCED:

35 ILCS 105/3-50 from Ch. 120, par. 439.3-50
35 ILCS 120/2-45 from Ch. 120, par. 441-45

Amends the Use Tax Act. Extends the exemption for purchases of
production related tangible personal property through June 30, 2017 (now,
through June 30, 2008). Provides that the credit is awarded through a
credit memorandum. Requires the Department of Revenue to report annually
concerning the exemption. Imposes conditions on rulemaking. Amends the
Retailers’ Occupation Tax Act. Eliminates language concerning credits for
production related tangible personal property. Effective immediately.
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FISCAL NOTE ACT
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AN ACT concerning revenue.

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

represented in the General Assembly:

Section 5. The Use Tax Act is amended by changing Section

3-50 as follows:

(35 ILCS 105/3-50) (from Ch. 120, par. 439.3-50)

Sec. 3-50. Manufacturing and assembly exemption. The
manufacturing and assembling machinery and equipment exemption
includes machinery and equipment that replaces machinery and
equipment 1in an existing manufacturing facility as well as
machinery and equipment that are for use in an expanded or new
manufacturing facility. The machinery and equipment exemption
also includes machinery and equipment used in the general
maintenance or repair of exempt machinery and equipment or for
in-house manufacture of exempt machinery and equipment. For the
purposes of this exemption, terms have the following meanings:

(1) "Manufacturing process" means the production of an
article of tangible personal property, whether the article
is a finished product or an article for use in the process
of manufacturing or assembling a different article of
tangible personal property, by a procedure commonly
regarded as manufacturing, processing, fabricating, or

refining that changes some existing material 1into a
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material with a different form, use, or name. In relation
to a recognized integrated business composed of a series of
operations that collectively constitute manufacturing, or
individually constitute manufacturing operations, the
manufacturing process commences with the first operation
or stage of production in the series and does not end until
the completion of the final product in the last operation
or stage of production in the series. For purposes of this
exemption, photoprocessing is a manufacturing process of
tangible personal property for wholesale or retail sale.

(2) "Assembling process" means the production of an
article of tangible personal property, whether the article
is a finished product or an article for use in the process
of manufacturing or assembling a different article of
tangible personal property, by the combination of existing
materials in a manner commonly regarded as assembling that
results in an article or material of a different form, use,
Oor name.

(3) "Machinery" means major mechanical machines or
major components of those machines contributing to a
manufacturing or assembling process.

(4) "Equipment" includes an independent device or tool
separate from machinery but essential to an integrated
manufacturing or assembly process; including computers
used primarily in a manufacturer's computer assisted

design, computer assisted manufacturing (CAD/CAM) system;
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any subunit or assembly comprising a component of any
machinery or auxiliary, adjunct, or attachment parts of
machinery, such as tools, dies, jigs, fixtures, patterns,
and molds; and any parts that require periodic replacement
in the course of normal operation; but does not include
hand tools. 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 product being manufactured or assembled for
wholesale or retail sale or lease.

(5) "Production related tangible personal property"
means all tangible personal property that is used or
consumed by the purchaser in a manufacturing facility in
which a manufacturing process takes place and includes,
without limitation, tangible personal property that is
purchased for incorporation into real estate within a
manufacturing facility and tangible personal property that
is used or consumed in activities such as research and
development, preproduction material handling, receiving,
quality control, inventory control, storage, staging, and
packaging for shipping and transportation purposes.
"Production related tangible personal property" does not
include (i) tangible personal property that is used, within
or without a manufacturing facility, in sales, purchasing,
accounting, fiscal management, marketing, personnel

recruitment or selection, or landscaping or (ii) tangible
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personal property that 1is required to be titled or

registered with a department, agency, or unit of federal,

State, or local government.

The manufacturing and assembling machinery and equipment
exemption includes production related tangible ©personal
property that is purchased on or after July 1, 2007 and on or

before June 30, 2017 26868. This use tax $he exemption for

production related tangible personal property shall be awarded

to the taxpayer in the form of a credit memorandum issued by

the Department and 1is subject to Dboth of the following

limitations:

(1) Purchases of production related tangible personal

property made on or after July 1, 2007 and on or before

June 30, 2017 are eligible for a credit memorandum equal to

Tl - LR ST £+ O S N =
LI ITTCL LITTCLITT AT ULl O =) o -

exeeed 5% of the purchase price ef—preduetion

£
LT

& —20688. A credit
under Section 3-85 of this Act may not be earned by the
purchase of production related tangible personal property

for which a credit memorandum ar—esemptieon 1s received

under this Section.

(2) The maximum aggregate amount of credit memorandums

the—exemptions for production related tangible personal

property awarded under this Act apd—+the—Retaiters!

ax—Aet to all taxpayers may not exceed
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$10,000,000. If the claims for the credit memorandums

exemptieon exceed $10,000,000, then the Department shall

reduce the amount of the credit memorandum exemptieon tTO

each taxpayer on a pro rata basis.

By October 1, 2009, and each vyear thereafter until October

1, 2017 the Department shall provide a report to the General

Assembly that indicates the amount of production related

tangible personal property purchases made 1in the previous

fiscal vyear reported to the Department for purposes of this

exemption, the amount of credits provided, and the estimated

impact of ©providing an exemption for production related

tangible personal property from use and occupation taxes.

The Department may adopt rules to implement and administer
the exemption for production related tangible ©personal

property. Rulemaking authority to implement this amendatory

Act of the 96th General Assembly, if any, is conditioned on the

rules being adopted in accordance with all provisions of the

Il1linois Administrative Procedure Act and all rules and

procedures of the Joint Committee on Administrative Rules; any

purported rule not so adopted, for whatever reason, is

unauthorized.

The manufacturing and assembling machinery and equipment
exemption includes the sale of materials to a purchaser who
produces exempted types of machinery, equipment, or tools and
who rents or leases that machinery, equipment, or tools to a

manufacturer of tangible personal property. This exemption
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also includes the sale of materials to a purchaser who
manufactures those materials into an exempted type of
machinery, equipment, or tools that the purchaser uses himself
or herself in the manufacturing of tangible personal property.
This exemption includes the sale of exempted types of machinery
or equipment to a purchaser who is not the manufacturer, but
who rents or leases the use of the property to a manufacturer.
The purchaser of the machinery and equipment who has an active
resale registration number shall furnish that number to the
seller at the time of purchase. A user of the machinery,
equipment, or tools without an active resale registration
number shall prepare a certificate of exemption for each
transaction stating facts establishing the exemption for that
transaction, and that certificate shall be available to the
Department for inspection or audit. The Department shall
prescribe the form of the certificate. Informal rulings,
opinions, or letters issued by the Department in response to an
inquiry or request for an opinion from any person regarding the
coverage and applicability of this exemption to specific
devices shall be published, maintained as a public record, and
made available for public inspection and copying. If the
informal ruling, opinion, or letter contains trade secrets or
other confidential information, where possible, the Department
shall delete that information before publication. Whenever
informal rulings, opinions, or letters contain a policy of

general applicability, the Department shall formulate and
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adopt that policy as a rule in accordance with the Illinois
Administrative Procedure Act.

(Source: P.A. 95-707, eff. 1-11-08.)

Section 10. The Retailers' Occupation Tax Act is amended by

changing Section 2-45 as follows:

(35 ILCS 120/2-45) (from Ch. 120, par. 441-45)

Sec. 2-45. Manufacturing and assembly exemption. The
manufacturing and assembly machinery and equipment exemption
includes machinery and equipment that replaces machinery and
equipment 1in an existing manufacturing facility as well as
machinery and equipment that are for use in an expanded or new
manufacturing facility.

The machinery and equipment exemption also includes
machinery and equipment used in the general maintenance or
repair of exempt machinery and equipment or for in-house
manufacture of exempt machinery and equipment. For the purposes
of this exemption, terms have the following meanings:

(1) "Manufacturing process" means the production of an
article of tangible personal property, whether the article
is a finished product or an article for use in the process
of manufacturing or assembling a different article of
tangible personal property, by a procedure commonly
regarded as manufacturing, processing, fabricating, or

refining that changes some existing material or materials
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into a material with a different form, use, or name. In
relation to a recognized integrated business composed of a
series of operations that collectively constitute
manufacturing, or individually constitute manufacturing
operations, the manufacturing process commences with the
first operation or stage of production in the series and
does not end until the completion of the final product in
the last operation or stage of production in the series.
For purposes of this exemption, photoprocessing 1is a
manufacturing process of tangible personal property for
wholesale or retail sale.

(2) "Assembling process" means the production of an
article of tangible personal property, whether the article
is a finished product or an article for use in the process
of manufacturing or assembling a different article of
tangible personal property, by the combination of existing
materials in a manner commonly regarded as assembling that
results in a material of a different form, use, or name.

(3) "Machinery" means major mechanical machines or
major components of those machines contributing to a
manufacturing or assembling process.

(4) "Equipment" includes an independent device or tool
separate from machinery but essential to an integrated
manufacturing or assembly process; including computers
used primarily in a manufacturer's computer assisted

design, computer assisted manufacturing (CAD/CAM) system;
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subunit or assembly comprising a component of any

any

adjunct, or attachment parts of

machinery or auxiliary,

patterns,

jigs, fixtures,

dies,

such as tools,

machinery,

and any parts that require periodic replacement

4

and molds

but does not include

.
14

in the course of normal operation

or chemicals

includes chemicals

Equipment

hand tools.

acting as catalysts but only if the chemicals or chemicals

acting as catalysts effect a direct and immediate change

or assembled for

manufactured

being

a product

upon

wholesale or retalil sale or lease.

10

ot sz
PLropTTCy

P

ENE N I =N paoxrao
CaOlTy T o I SATE S CATE S Yo

ES|
T Ccoor

=
p -

Aog ok 2 o
[ S S N\ B U B S W S N i

LLE DR

(D)
N

11

oL

o
To T

N

o
O

. oot 7 =1 2
e AT S = I T

E=
AR SISATE S Yo =

CTITg o™

1
[ pm e g

oy

m
mecTIro

12

n
TT

K]
£

P A S
Tt TrTrTrCcy

£

oo
cOr Ity

I SOV U -
L 11 (&8 PN N R W @ §

S sz 1 Barralh o o
roamce S Oy TIT PO IS TT

e

o

13

14

O

otz + 1
ISR AT S 4 Tl C

P

=+ o n E TN i | aon
T ritrcac ottty CaOlITgy T oL I SATE S CATE S Yo

1 4 o

PR
WL CIrooc

15

PSS IE 0 SN AN
WL CItTIf

ot ot
o AT

£V
T oo T

i
TITCO

2

P

PN S NP\ 3
T T OTT

P
TT

fop o
LU L L

=

ok o o
PO T otTt™

16

17

= ol .
T o CTT L CTT [ST3aws

ot 4z 4+ o a SRR a =
TOCTCTvITCcItCTS OSOCTT O

n

TIT

PP WKL~
C OISO T O

=
L

o
o T

o
Lo

18

EENNE I T IR
TeCCTT v ISy

andl 2 oo
T T LIy

=

0 =2
o co L TaL

o

Brorapa e o
P o T OO T TTUTT

PG N

Sz

OV T ORI CTITCy

19

PN
[Eryawy

P
STOg TSy

o

o ook
S COoOTagtTy

PANE SIE NN |
ITCLC OTy,

i Iz =1
oLy =

ERSE T
TITV

i -

= +
COoOTITC T O Ty

13 =5z

ooy

Pk

20

21

n
TIoC

naogxt sz = =
rPLropTTCy \ZAvawre)

e

neea roxrao
carrgTroTrc pTToSOoOTIarT

a
TTCTToctCtOo

£V

n

P P
[ S S N\ B U B P WS S N B

"D~

22

PSS EE N
WL CIT LTIt

o

22

2

EEDSETNPANES S 2NN o
oo prropcTTTCTy CIIac To goodiy

EN

n

o

EN

PN N |
cCaOrrgTroTrc O

4

)

==

EREN T
TIrcTotc

23

EECE I SN RN
PO CIiTaS Ty

P R N =
Ll _L_L_LL_,_Y, L 11 o L u,

P SR T I NS
cCOr Ity

g f
E S R W Ey @ §

P
(=3

N
T C

N

PIC I~ N
WL CIT

A

24

.

e
ISACE S =ATE ST ¥ A=

v

ma ] 0
[115S E o N R e 2 AT 7

oSLarman
oI TCy

n
oy

m

T ToCocoL

£ o

PR I IR
o C TCoTITTc I Ity

=

25

PN |
CaOIrrgTrioT

(=2 2\
vLtL7

1 PPN PN N R N =
TaOlITao CT P TIiTyg  OL

£y
o

=1 w

o
oo LTo o CITtUlly

= o
Ao

4+

PRSI IR ~E N
T C C T O CInCITIC

EvN

26



LRB096 04709 RCE 14772 b

10

HB1121

=

K|

CLrCLTCC

+

ookl o

o
T

+ 1

EE W NEVE R X3
IS AT ==

PN

n

o

PN

AW

|eawy

EERN-AS v gu mpumpy e w 5

Tl C

ISATE A e =

+ £ £
ULl 10 A\

EER N

PPN
<

e o

EN
(SN L) She = ay e 1Ay 5 Ry

T+ 1
WL CIL

T

E—-NEVN

cod o
J—bg_Lu |SPA NP S wey W

£

i o gu npy

AW

Ao m

Ty 7

oo
T ool T

=

=
COlrgy oo

o

=
T

PR PR
rJJ_U\.A.LAL/ C L UITL

EENEN

1oar]
L 11T 0T LU O

EEENPN

=1 n

o
I T TOTT

I

T CcCoor

I IR—WNY

1

TOTTOWITTY

L
\—)

ISEEE N
A%

P S P~

PN

PN

n

e

v

1
cCarTg T oo po T oUuUTTaLr pLropTTCy

ok

CcTO OO CII OTL CIIC

T

O

o e

2

a

2

T LTI T COOC LOLILO »

10

o

PN
P TCT

o

irrah

(=)
~J

oL
AT \Aw 5

n

m

£V

v
cax Ty oL

L

MpMULTCIITO O™

CLIIT

L

O

I1IOUC

Ty

11

+ 1

itz
—Cy

EENETN

PN

o

EN

1
COltgTioTT

o

=

n

PAEEWE S
POt CTTTOUTT

e

O

= Tl C

ISATE SISATE S 1o =

12

£V ETE

ISENE =
L

| 2007

T2 <2

£

=

ok o o

T Orre

i B W wy

OTT

[ETyaw s

TT

IS T i= i v

13

14

1
COITg oL

ral EIN R —INE NP
EE o & S AW §

n

ook o
r/J_U\.ALAL/ CLUlT

e

A sz o+ arae sl o o
PO TS

EEN
N2 = 3 A A a4

o

oT

15

EER-N PENE
Tv oo orracT

3 .

et
AT TTUTT

e oo 1 PN
TIIT

£
-

EENEVWAEN etz
Perey

n

o

PN

[ B . ) Wl o

WIT LT CTT

ISA SRS =A A 1= = Ty =

16

17

oy

Mt
CITC— CTARTIMP T OIS

1

£

P
LA&_ﬂ\jLC\jul«C AU U T L

m

oF

B ~ACE L~ PPN

m

(D)

UL

TITCL 2N LI CIILL

TITC

18

PICENEEW |
aowo L oct

sz
p =

PN

n

LV

PN

2|
CalTgLToT

= = EEEENE N
rTCcTraoccto

w

PAEEWE S
POt CTTTOUTT

P

=Y

MEVYY

ISAE A2 T 1= =

19

Dt
ITC T

n

2

TAVSDoTEE-NEN 2
C O TTOTT

o

£
COoOLr LT O

D)

T

= + 1 o N~ o+
T ol Crrco

FERZWA|
T

CTO O L LT

T Cr

CIr Lo 11X

20

21

PANENEVY oo S ol
[=AN=) A e 11 -y e

n
CIICTT

<1NA ANN NANN

|
TR CTTT

2 n

P~
ST T OTT

[ 1§ & o e

CIIC

Y LUy OOUUy U999y

22

£V

Sz

ol PN
o CTTT cCOoxpay oL

P2

PEE N
MO TTOTT

et
L% 58 § AN U i i Ry

+ 1

PAEE
pEA AW 3w s

£V

OTT

T

CIrC

T

CTIIC

23

o

o

=

FANES

PTroT Lo CcTo TS o .

24

£V

na o

PP
CO— I T CTITITC allt Ul T oS oo

n

man,

q

Traae,

PN SR e T | o
Ty oo T

o m

v
Do o CITITC

CIIT

L ULT O

25

sz

PN

PN

.

LV

PN

1
ToTrTacoU caltgrroTrT o oUulTarlr pLroUpPTTCy .

ook

e

4

AP
LU L tJJ_\J\_Au\_/\.J.ULL

PN

=

ot o P
MO TTOTT

SZ

X

26



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB1121 - 11 - LRB096 04709 RCE 14772 b

The manufacturing and assembling machinery and equipment
exemption includes the sale of materials to a purchaser who
produces exempted types of machinery, equipment, or tools and
who rents or leases that machinery, equipment, or tools to a
manufacturer of tangible personal property. This exemption
also 1includes the sale of materials to a purchaser who
manufactures those materials into an exempted type of
machinery, equipment, or tools that the purchaser uses himself
or herself in the manufacturing of tangible personal property.
The purchaser of the machinery and equipment who has an active
resale registration number shall furnish that number to the
seller at the time of purchase. A purchaser of the machinery,
equipment, and tools without an active resale registration
number shall furnish to the seller a certificate of exemption
for each transaction stating facts establishing the exemption
for that transaction, and that certificate shall be available
to the Department for inspection or audit. Informal rulings,
opinions, or letters issued by the Department in response to an
inquiry or request for an opinion from any person regarding the
coverage and applicability of this exemption to specific
devices shall be published, maintained as a public record, and
made available for public inspection and copying. If the
informal ruling, opinion, or letter contains trade secrets or
other confidential information, where possible, the Department
shall delete that information before publication. Whenever

informal rulings, opinions, or letters contain a policy of



HB1121 - 12 - LRB096 04709 RCE 14772 b

general applicability, the Department shall formulate and
adopt that policy as a rule in accordance with the Illinois
Administrative Procedure Act.

(Source: P.A. 95-707, eff. 1-11-08; revised 10-23-08.)

Section 99. Effective date. This Act takes effect upon

becoming law.



