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Illinois Department of Revenue

OFFICE OF LEGAL SERVICES

Office of the General Counsel

James R. Thompson Center

100 W. Randolph Street, Level 7-500

Chicago, Illinois 60601

(312) 814-3070

Compliance Agreement & settlement of OPEN AUDIT PERIODS

THIS AGREEMENT (“Agreement”) is entered into this _____ day of_________,  200_  between _______ (hereinafter “the veterinarian”), and the Illinois Department of Revenue (hereinafter the “Department”). 

WHEREAS, the Department has statutory responsibility for administering Illinois’ Service Occupation Tax Act, Retailers’ Occupation Tax Act, and Use Tax; 

WHEREAS, there is a dispute as to the proper application of the Service Occupation Tax, Retailers’ Occupation Tax and Use Tax in situations involving the transfer of tangible personal property incident to the provision of professional veterinary services to veterinary clients (hereinafter, “the issue”); 

WHEREAS, the veterinarian may not have previously collected and/or remitted the correct type of tax, including applicable local taxes, because of its belief that such tax was not due related to the issue; 

WHEREAS, the Department has a draft regulation that resolves the issue (See attachment #1, draft regulation);

WHEREAS, the Illinois State Veterinary Medical Association has agreed to support the Department’s efforts to get the draft regulation enacted as a valid Department regulation;

WHEREAS, the veterinarian desires to enter into a written compliance agreement to resolve the issue;

NOW, THEREFORE, the parties hereby mutually covenant and agree as follows:

1. The veterinarian agrees to pay all State and local taxes due. 

2. The veterinarian agrees to determine the type of tax (or taxes) and the amount of tax due by applying the provisions of the attached regulation to his or her business transactions. 

3. As provided in subsection (c)(2)(C) of the attached draft regulation, animal food is considered to have a “medicinal purpose” only if the manufacturer of the food restricts its sale to licensed veterinarians.  In order to document this restriction, the veterinarian shall annually obtain a letter from the manufacturer representing that the animal food is sold only to licensed veterinarians.  This letter may be obtained by the Illinois State Veterinary Medical Association for the benefit of its members. Provided that the veterinarian maintains this letter in his or her books and records, the Department shall consider the animal food to have a “medicinal purpose” for the period of one year following the date of issuance of the letter.

4. For a veterinarian who has filed and paid taxes to the Department prior to the date of this agreement on either an ST-1 form or an ST-44 form, the retroactive liability for taxes shall be limited to periods from January 1, 2004 through December 31, 2006, subject to the provisions of paragraph (11) of this agreement.  For all other veterinarians who have entered into this agreement with the Department, the retroactive liability for taxes shall be limited to periods from January 1, 2003 through December 31, 2006, subject to the provisions of paragraph (11) of this agreement.  

5. The tax liability for the periods established under paragraph (4) of this agreement will include tax plus simple interest only. Neither penalties nor amnesty double interest will be due, subject to the provisions of paragraph (11) of this agreement. 

6. The veterinarian will comply with the draft regulation on a prospective basis beginning on January 1, 2007. 

7. For the retroactive periods established in paragraph (4) of this agreement, the veterinarian shall self-audit for his or her liability subject to the Department’s right to verify the accuracy of the self audit.

8. The veterinarian shall complete the self-audit described in paragraph (7) of this agreement by filing a separate amended return for each filing period.  The filing periods used to complete the self-audit shall be the same as the filing periods previously used by the veterinarian to file his or her returns for the same period (i.e., amended monthly returns if previously filed monthly; amended quarterly returns if previously filed quarterly; amended annual returns if previously filed annually).  If the veterinarian has not previously filed any  returns, he or she shall complete the self-audit by filing a separate amended return for each separate month.

9. All returns and payments covering the retroactive period of this agreement shall be sent to: Mark Hellner, General Counsel, Illinois Department of Revenue, 100 West Randolph, 7-500, Chicago, Illinois 60601.

10. The veterinarian shall pay all the tax portion due from the self audit no later than May March 31, 2007. After receipt of all the tax portion, the Department will calculate and separately bill the veterinarian for any interest remaining due.  The veterinarian shall pay all interest due within 30 days of the date of the Department’s bill.

11. If all returns and full payment of tax due as determined by the self audit are not remitted to the Department by May March 31, 2007, the draft regulation referenced in paragraph (2) of this agreement shall be applied retroactively for all periods for which liability may be established under law; however tax, penalty and interest shall be imposed by the Department to the fullest extent authorized by law.  

12. Returns filed by the veterinarian are subject to audit by the Department.  This agreement shall cease to bind the Department if it determines that any material misrepresentations have been made.

13. Neither the veterinarian nor the Department shall, by execution of this Agreement and performance of its terms, be deemed to have made any admission or concession of fact or law of any kind whatsoever regarding the tax obligations of the veterinarian.

14. The interpretation, performance, and enforcement of this Agreement shall be governed by the laws of the State of Illinois.

15. This Agreement may be modified only by a written document that is signed by the parties hereto.

16. If any provision of this Agreement, or any phrase, clause, or sentence within any such provision, is reasonably separable from the remaining provisions and is for any reason finally determined by any court or by act of the Illinois legislature or of Congress to be unenforceable, such determination shall be limited solely to such unenforceable provision, and such determination shall not affect the remaining separable provisions of this Agreement.

IN WITNESS THEREOF, the parties have hereunto subscribed their name for the purpose of validly and lawfully executing this Agreement.

For the Veterinarian  

Date:  




For the Illinois Department of Revenue

Date:  
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