ST 98-0378-3 L 12/08/1998 HOTEL OPERATOR S TAX

Section 3 of the Hotel Operators' Cccupation Tax Act, 35 ILCS 145/1 et
seq., States that, "the tax is not inposed upon gross rental receipts
for which the  hotel oper at or is prohibited from obtaining
rei mbursenment for the tax from the customer by reason of a federal
treaty." 35 ILCS 145/3(d). (This is a GL.)

Decenber 8, 1998

Dear M. XXXXX:

This letter is in response to your letter dated August 26, 1998. W regret
the delay in our response. The nature of your letter and the information you
have provided require that we respond with a General Information Letter which is
designed to provide general information, is not a statenent of Departnent policy
and is not binding on the Departnent. See 86 IIl. Adm Code 1200.120(b) and (c),
encl osed.

In your letter, you have stated and nmade inquiry as follows:

| amwiting to seek your help regarding collecting reinbursenent for
hotel taxes unjustly charged to ny boss, Information Division Director

PERSON1, and ne. You see, we are exenpt from paynent of hotel and
other taxes as foreign representatives of the COUNTRY whose rel ations
with the United States are covered by the ACT. (See attached

identifying docunents and PERSON1's June 3, 1998, letter to PERSON2 of
t he Taxpayer Assistance Center.) My col | eague, PERSON3, spoke today
with PERSONVM in the Mscellaneous Tax Departnment. PERSON suggested
that we fax our docunmentation to you because the situation has only
partially been renedied by the two Springfield hotels since PERSONS of
t he Taxpayer Assistance Center contacted the hotels' general rmanagers
on June 4th

| received a check for $2.65 from HOTEL1, but the hotel tax that |
paid totaled $3.00, and PERSON1 has not received a check at all.
Al so, HOTEL2 evidently has not yet processed a credit for $10.00 in
state and local taxes charged to ny credit card, which was used to
cover both of our Signature Inn bills. (See attached receipts and
check from HOTEL1.)

This apparent lack of conpliance is quite nystifying. and PERSONS
verbally acknowl edged to PERSON3 in June that the docunentation we
provi ded supported our tax exenption status, including from hotel
taxes, according to the Illinois Departnment of Revenue's own
Informational Bulletin FY98-27 (January 1998) on Tax Exenptions for
Forei gn Di pl omati c and Consul ar Personnel .

I request that you review all of the attached docunentation and call
me back, this week if possible, to informnme of whether it mneets your



understanding of the criteria for full tax-exenpt status, as it
should. Utimtely, | would like a letter fromyour office to be sent
to HOTEL2 and HOTEL1 notifying them of our eligibility for full tax
exenption and demanding that they inmrediately reinburse us in full for
the taxes that we were forced to pay. |In case the hotel nanagers are
concerned that they mght be liable for paynment of these taxes, please
reassure them that that will not be the case as long as they follow
the Illinois Departnment of Revenue's guidelines for hotel taxes and
wai vers. I would appreciate your sending ne copies of any
correspondence from your office to the hotels so that | can track the
progress of this situation.

Let nme enphasize that it is not the noney, but the principle, that
matters to PERSONL and ne. It is a US law, the ACT, passed by the
U S. Congress, including Illinois" elected representatives, that
exenpts designated enployees of the COUNTRY from all taxation and
affords the COUNTRY the same diplomatic privileges that existed prior
to 1979. (See attached pages of ACT and checked passages.) W are
only asking to be treated in accordance with U S. law and to receive a
nmodi cum of good faith from these two hotels in your historic state

capital.

Please call nme at #### to advise ne of the steps that the Legal
Affairs Departnment is taking and whether you need further
docunmentation. | look forward to hearing fromyou soon.

Section 3 of the Hotel Operators' OCccupation Tax Act, 35 ILCS 145/1 et seq.,

states that, "the tax is not inposed upon gross rental receipts for which the
hotel operator is prohibited from obtaining reinbursenent for the tax from the
custoner by reason of a federal treaty." 35 ILCS 145/3(d) (1996 State Bar
Edition).

The | egal incidence of the Hotel Operators' QOccupation Tax is on the hotel
operator, not the renter of the room See the enclosed copy of 86 IIl. Adm Code
480. 101. However, the hotel operator is authorized to collect a "reinbursenent”
from the person renting the room Al t hough the Hotel Operators' Occupation Tax
Act authorizes hotel operators to charge this reinbursenment, it does not require
themto do so.

Under the Vienna Convention, sone foreign diplomats are not required to pay
rei mbursenment charges which are simlar in nature to taxes. The exenption for
rentals to certain diplomatic personnel applies only to diplomatic personnel
possessing certain types of diplomatic tax exenption cards issued by the US.
Departnent of State, O fice of Foreign Mssions. See the enclosed copy of FY98-

27. In docunenting this exenption afforded to the hotel operators, we advise
that they obtain a copy of the diplomatic card, or at mninmm a description of
the holder's exenption nunber listed on the card along with other identifying

information (i.e. the holder's name, nmission that they are part of, and the
expiration date of the exenption card).

In conclusion, the Hotel Operators' Cccupation Tax is not inposed upon
charges for hotel roons to foreign diplomats where a foreign treaty prohibits
rei mhursenent to be coll ected. Therefore, hotels should not be collecting the
tax fromdiplomats in these circunstances.



I hope this information is helpful. The Department of Revenue maintains a
Wb site which can be accessed at ww. revenue.state.il.us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's

Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

Mel anie A. Jarvis
Associ at e Counsel

MAJ: msk
Enc.



