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An Illinois Circuit Court determined that a fuel operator’s sales were properly sitused 

and taxable at the location of its dedicated sales office, a locality with no local sales 

taxes, rather than the location of the corporate headquarters, a different jurisdiction 

with a local sales tax.  Subsequent to the decision, legislation was passed by the 

Senate on April 15, 2011, regarding the allocation and sourcing of state and local sales 

taxes. [Hartney Fuel Oil Co. v. Department of Revenue, Tenth Circuit Court of 

Illinois, Nos. 08-MR-11, 08-MR-13, 08-MR-15 (1/26/2011); S.B. 2194. approved in 

Senate 4/15/11]. 

Background 

Hartney Fuel Oil (HFO) supplies diesel fuel, gasoline and bulk lube oil.  HFO’s sales 

consist of daily purchase orders and long term contracts.  During the period at issue, 

HFO had a main office in the Village of Forest View, Cook County, Illinois, and a sales 

office in Mark, Putnam County, Illinois.  HFO moved its sales office to Mark for the 

sales tax benefits, as there are no local taxes in that jurisdiction. 

The Illinois Department of Revenue determined on audit that HFO sales took place in 

Forest View and, therefore, were subject to local sales taxes in Cook County.  At issue 

before the Circuit Court was the situs of HFO's sales.  HFO, the Village of Mark and 

County of Putnam (which wanted their share of state sales tax revenues) argued that 

the situs of HFO sales was Mark, Putnam County.  The Department, the Village of 

Forest View, County of Cook, and the Regional Transportation Authority argued that 

the situs of the sales was Forest View.
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Location of Seller’s Acceptance of Purchase Order Determines Sale Situs. 

Nearly identical regulations governing counties, municipalities, and the Regional 

Transit Authority govern the taxation and situs of local Illinois taxes.  The Court cited 

86 Ill. Adm. Code 220.115, which states, "[f]or the seller to incur Home Rule County 

Retailers' Occupation Tax liability in a given county, the sale must be made in the 

course of the seller's engaging in the retail business within that county.  In other 

words, enough of the selling activity must occur within the home rule county to 

justify concluding that the seller is engaged in business within the home rule county 

with respect to that sale."  The regulation also provides "that the seller's acceptance of 

the purchase order or other contracting action in the making of the sales contract is 

the most important single factor in the occupation of selling" and " [t]he Department 

will assume that the seller has accepted the purchase order at the place of business at 

which the seller receives the purchase order from the purchaser in the absence of 

clear proof to the contrary." 

Despite the language of the regulation and its focus on the seller's acceptance, the 

Department did not argue that acceptance of the purchase orders were made in 

Forest View.  Rather, it argued that the selling activity occurred in Forest View 

because that was where the pricing was determined.  Customers were informed of the 

pricing by fax from that office and credit decisions were made there as well.  The 

court noted, however, that the point of origination of a taxpayer's faxing of its daily 

pricing is legally insufficient to establish “enough selling activity” to support taxation 

in that location.  Accordingly, the court held the Department was unable to establish 

that enough selling activity occurred in the home rule jurisdiction of Forest View to 

justify that the situs of taxation was within the jurisdiction.  In fact, HFO was able to 

prove by a preponderance of the evidence that its sales occurred in Mark.  The 

evidence showed that sales were completed upon the acceptance of purchase orders 

by sales representatives at the Mark office, with no final approval or confirmation 

required from Forest View office personnel.  

Long Term Contract Situs Determined By Location Where Master 

Contract Signed 

Pursuant to 86 Ill. Admin. Code 220.115(e), sales of long term contracts are sitused 

according to the location where the master contract is signed, unless purchasers place 

specific orders of goods in a different location.  The court held that for HFO's long 

term contracts, subsequent specific orders were neither required nor placed.  

Therefore, the sales from long term contracts should be sitused at the place of the 

master contract acceptance: the Mark sales office. 

Senate Bill 2194 Proposes to Codify Sourcing Rules 

Comprehensive legislation (S.B. 2194) was introduced and passed by the Illinois 

Senate and sent to the House of Representatives on April 15, 2011 to provide for the 

first time a governing statute on the sourcing of local sales taxes.  Under the 

legislation, the general rule is that the sales location for allocation and sourcing 

purposes would be the office location where the order for purchases of tangible 

personal property is accepted by the retailer.  The office the order is first received by 

the retailer would be deemed to be the acceptance location, unless proven by the 

retailer that the final event or activity giving rise to the acceptance occurred at a 
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different location.  Orders delivered electronically would be sourced to the specific 

office location of the retailer as identified in the first electronic receipt of the order 

(or if not addressed or otherwise identified with a specific office location, then the 

order is deemed first received at the office location to which the addressee is 

primarily assigned or stationed, or at the office location that first records the order 

receipt).  

Senate Bill 2194 further provides that when the retailer sends the purchaser a 

complete and unconditional offer to sell, the sales location would be the office 

location that the retailer first receives the purchaser's acceptance.  For contracts 

where the retailer agrees to continuously supply tangible personal property to a 

purchaser, the sales location would be the office location that the retailer received the 

initial order under the contract.  However, if such a contract is written and does not 

require a separate initial order to start the supply process, the sales location would be 

the office location that the retailer signed the contract.  For sales accepted in the state 

under the long-term blanket or master contract, which must be implemented by the 

purchaser's placing of specific orders when goods are wanted, the sales location with 

respect to such orders would be the office location of the retailer where the orders are 

received - not the place where the seller signed the master contract.  Where a 

purchase order is received by the retailer, and prior to acceptance, the ordered 

property is delivered or shipped from the retailer's in-state inventory, the sales 

location would be retailer's in-state office location where the purchase order is first 

received, unless the office location is outside the state, in which case the sales 

location would be the inventory location.  When the purchase order is first received 

by the retailer, or placed by the purchaser, at the retailers' sales location and 

immediate payment for the sale occurs at that location and delivery or shipment 

occurs from that location, such location would be deemed the sales location. 

If the acceptance of the order occurs outside the state, but the sale is made out of the 

retailer's inventory in Illinois, then the Illinois inventory location would be the 

deemed location of the sale.  If both the acceptance of the order and the retailer's 

inventory are outside Illinois, the retailer would collect Illinois use tax from the 

purchaser, and would not be subject to any local Illinois sales tax (technically the 

Illinois Retailers' Occupation Tax).   

PwC Observes 

"Identifying the applicable local sales tax rate is very important in Illinois," observes 

Diane Anderson, SALT Manager with PwC in Chicago.  "The local sales tax can be as 

high as 3.5 percent, and for non-titled personal property, the sales tax rate is usually 

higher than the use tax rate, with the difference between the rates from two to three 

percent."   

"The legislation contains major differences from the longstanding sales tax 

regulations and is controversial because it has the potential to significantly reduce 

the tax base of the City of Chicago and Cook County.  The Department and Cook 

County local governments will therefore likely attempt to change the bill in the 

Illinois House.  Whatever the final form of this legislation, any changes to the 

historical rules could create uncertainty for Illinois retailers and purchasers.  If and 

when this bill is enacted, Illinois sellers should confirm that they are collecting the 

proper local sales tax rate on their sales, even if they have been paying the same local 
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taxes for years.  Similarly, Illinois purchasers should review the sales tax rates 

charged by their vendors under the new rules," Anderson explains.  

 

For more information, please do not hesitate to contact: 

 

Diane  Anderson (312) 298-2649  diane.m.anderson@us.pwc.com 

Larry Fee  (312) 298-2474  larry.fee@us.pwc.com 

Ralph Gilman (312) 298-2034  ralph.gilman@us.pwc.com 

Adam Weinreb (646) 471-4409  adam.weinreb@us.pwc.com 
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