MW 95-7
Tax Type: MOTOR VEH CLE USE TAX
| ssue: Private Vehicle Use Tax, Business Reorg/Famly Sale
STATE OF I LLINO S
DEPARTMENT OF REVENUE

OFFI CE OF ADM NI STRATI VE HEARI NGS
SPRI NGFI ELD, |LLINO S

THE DEPARTMENT OF REVENUE
OF THE STATE OF ILLINO S

V. Docket # XXXXX
Account # XXXXX

Taxpayer

RECOMVENDATI ON FOR DI SPOSI T1 ON

APPEARANCES: XXXXX

SYNOPSI S: This matter cane on for hearing pursuant to the
Taxpayer's timely protest of Notice of Tax Liability No. XXXXX issued by
the Departnent on June 5, 1992 and his tinely protest to the Departnent's
Tentative Determnation of Claim issued on June 4, 1992. Both the
assessnent, and the claim attenpted to be recovered, were for Use Tax on
the transfer of a 1990 Lexus autonobile. At issue here are whether the
claimshould be approved and the assessnent be rescinded based on whet her
the transfer of the Lexus from Corporation XXXXX to XXXXX and his wfe
XXXXX, qualifies for a $15.00 tax applicable to corporate transfers wherein
the beneficial ownership is not changed as provided under the ternms of 625
I LCS 5/3-1001. Follow ng the subm ssion of all evidence and a review of
the record it is recomended that the denial of the claimwas proper and
the additional assessnent was due under the applicable statutory
provi si ons. It is recommended that these matters be resolved in favor of
t he Departnent.

FI NDI NGS OF FACT:

1. Corporation XXXXX had one sharehol der, XXXXX. (Dept. Ex. #5,



1991 Il linois Schedul e B Shareholder's information for |L-1120-ST).

2. On Decenber 28, 1991, Corporation XXXXX transferred a 1990 Lexus
autormobile to XXXXX and XXXXX and paid a $15.00 tax asserting the vehicle
was transferred in a business reorganization (Dept. Ex. #7, RUT-50 Vehicle
Use Tax Return).

3. On January 1992, XXXXX was informed by the Departnent that the
vehicle title and registration indicated a change in ownership. The
assertion that the $15.00 statutory tax for business reorganization was
applicable was rejected by the Departnent. Under the statute, the node
year of the car neasured $275.00 in tax; and with penalty, $278.44 was due.
(625 I LCS 6/3-1001) (See Taxp. Ex. #2, deficiency notice).

4. The Taxpayer paid the tax, filed a claimfor credit in the anount
of $278.44 to recover the tax, and received a denial of the claimfromthe
Depart nment .

5. The Taxpayer tinely protested the denial (Dept. Ex. #3, Notice of
Departnent's Tentative Determination of dCainm Dept. Exh. #8 June 9, 1992
Taxpayer's letter of protest).

6. In January of 1992 an additional assessnent was issued on the
vehi cl e. Since the vehicle was worth over $15, 000. 00 additional tax and
penalty of $960.00 and $96. 00 was assessed respectively. (See Tax. Ex. 5,
NTL No. 53-708841). Under the Vehicle Use Tax Act vehicles in excess of
$15, 000. 00 have taxes measured by a set statutory scheme and not by nodel
year of the vehicle (See 625 ILCS 6/3-1001).

7. The Taxpayer tinely protested the denial of the Notice of Tax
Liability.

CONCLUSI ONS OF LAW The Vehicle Use Tax provides in pertinent part:

"5/ 3-1001. Inposition of tax-Exceptions
3-1001. A tax is hereby inmposed on the privilege of using, in

this State, any notor vehicle as defined in Section 1-146 of this
Code acquired by purchase, and having a year nodel designation



preceding the year of application for title by 5 or fewer years
prior to October 1, 1985 and 10 or fewer years on and after
Cctober 1, 1985 and prior to January 1, 1988. On and after

January 1, 1988, the tax shall apply to all nmotor vehicles
wi thout regard to nodel year. Except that the tax shall not
apply

(i) if the use of the notor vehicle is otherw se taxed under
the Use Tax Act;

(i) if the nmotor vehicle is bought and used by a
governnent al agency or a society, association, foundation or
institution organi zed and oper at ed excl usively for
charitable, religious or educational purposes;

(iii) if the use of the notor vehicle is not subject to the
Use Tax Act by reason of subsection (a), (b), (c), (d), (e)
or (f) of Section 3-55 of that Act dealing with the
prevention of actual or likely multistate taxation;

(iv) to inplenents of husbandry;

(v) when a junking certificate is issued pursuant to Section
3-117(a) of this Code;

(vi) when a vehicle 1is subject to the replacenent vehicle
tax inposed by Section 3-2001 of this Act;

(vii) when the transfer is a gift to a beneficiary in the
adm nistration of an estate and the beneficiary is a
survi vi ng spouse.

Prior to January 1, 1988, the rate of tax shall be 5% of the
selling price for each purchase of a notor vehicle covered by
Section 3-1001 of this Code. Except as hereinafter provided,
begi nning January 1, 1988, +the rate of tax shall be as foll ows
for transactions in which the selling price of the nmotor vehicle
is less than $15, 000:
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Except as hereinafter provided, beginning January 1, 1988,
the rate of tax shall be as follows for transactions in
which the selling price of the notor vehicle is $15, 000 or
nor e:



Selling Price Appl i cabl e Tax

$15, 000- $19, 999 $ 750
$20, 000- $24, 999 $1, 000
$25, 000- $27, 999 $1, 250
$30, 000 and over $1, 500

For the follow ng transactions, the tax rate shall be $15
for each notor vehicle acquired in such transaction:

(i) when the transferee or purchaser is the spouse, nother,
father, brother, sister or child of the transferor;

(i) when the transfer is a gift to a beneficiary in the
adm ni stration of an estate and the beneficiary is not a
survi vi ng spouse;

(iii) when a notor vehicle which has once been subjected to

the I1llinois retailers' occupation tax or use tax is
transferred in connecti on W th t he or gani zat i on,
reorgani zation, dissolution or partial liquidation of an

i ncorporated or uni ncor por at ed busi ness wher ein t he
beneficial ownership is not changed. (625 ILCS 6/3-1001)"

On exami nation of the record established, this Taxpayer has failed to
denmonstrate by the presentation of testinmony or through exhibits or
argunents, evidence to overcone the Departnment's denial of the subject
claimand the Departnent's prima facie case for additional tax liability
under the claimand assessnment in question.

Under subsection (iii) of the above-cited statute, beneficial
ownershi p has changed, nanely from Corporate XXXXX wherein XXXXX was the
excl usive shareholder to XXXXX and his wfe XXXXX as co-title holders on
t he vehicle.

Accordingly the denial of the claim was correct as the Departnent
assessed the car tax neasured on the nodel year of the car. The additiona
assessnment i ssued when the car was di scovered to be over $15,000.00 is al so
a proper statutory tax for assessnent inposed by the Vehicle Use Tax Act
and these liabilities nust stand as a matter of |aw.

RECOMVENDATI ON: Pursuant to ny findings of fact and concl usi ons of
law | recomrend that the subject denied claimbe upheld and Notice of Tax

Liability No. XXXXX be finalized in its entirety.



WIlliamJ. Hogan
Adm ni strative Law Judge



