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In February 2009, the Illinois Department of Rew&@ru(IDOR) Research Division released
estimates of the annual unpaid lllinois use taxesased with online sales to lllinois households
and businesses. These original estimates and explanation of the methodology behind them
can be found ahttp://tax.illinois.gov/Aboutldor/TaxResearch/ImetSalesTaxLosses.pdf

In June 2011, we updated the original estimatesftect the most current information available,
and we extended the estimates out to fiscal yed8.Zbhe original estimates did not go beyond
2010. The changes to the updated estimates inthed®ellowing:

1.

In the original estimates, the online sales tdi@<2008, 2009, and 2010 were projected, not
actual. We replaced these projections with actnéihe sales totals as reported by the U.S.
Census Bureau either in its 2009 “E-Stats” repartinoits latest quarterly e-commerce
report’ The updated actual amounts were slightly lowemn tpeojected in the original
estimate because of declines in online spendinggltine recent recession.

The original estimates used product line and a&ssistomer statistics from the U.S. Census
Bureau’s 2002 Economic Census to separate taxalileecsales from tax exempt ones. We
updated these statistics using the 2007 Economisu3e which was released in 2010 and is
the most recent one available (The U.S. CensusaBurenducts an economic census only
every five years, and it takes several years ttyaeand release the dafa).

The original estimates used a survey of the topdifihe retailers to determine which ones
were collecting lllinois use tax. We repeated thisvey for the update but extended it to
cover the top 250 online retailetaVe then used the results of this survey and reignes
analysis to estimate the use tax collection ratétfe top 251 to 500 online retailers. We used
2007 Economic Census statistics to estimate thetaxseollection rate for online retailers
outside of the top 500. The result of these chargygt while the original estimate assumed
approximately 49 percent of sales by online retsiievolve the collection of lllinois use tax,
the updated estimate assumes that approximatelpeb&ent of sales by online retailers
involve the collection of Illinois use tax.

The lllinois Department of Revenue recently enaltéegbayers to pay use tax using the IL-
1040 individual income tax form. This has not ohblped to educate taxpayers about their
use tax obligation but has also made it easietaqpayers to comply with it. The result has
been a significant increase in the amount of usedmitted by taxpayers directly to IDOR.
These increased use tax collections are factored tie updated estimates and serve to
reduce the estimated tax losses.

1 U.S. Census Bureau “E-Stats” 20fp://www.census.gov/econ/esta@uarterly E-commerce Reports
http://www.census.gov/retail/

2U.S. Census Bureau, 2007 Economic Cerisifis.//www.census.gov/econ/census07/

% Our survey for the original estimate found thatp@8cent of sales by the top 100 online retailevsived the
collection of Illinois use tax. The updated surfeynd that this statistic had decreased to 65 pérddis decrease
was due primarily to the increase in Amazon.comeéskat share among the top 100 from 17 percentle$ $a 23
percent. Amazon.com does not collect lllinois wse t




Estimated Unpaid lllinois Use Tax on E-Commerce Sak ($ millions)

Calendar Year Estimate: 2007 200¢ 200¢ 201( 2011 2012 201:
Unpaid use tax on online sales to IL householdsllamdisinesse $12( $131 $12¢ $14: $157 $18: $21:
IL household share $70 $76 $78 $89 $95 $111 $130
IL business sha $5C $5E $47 $54 $62 $72 $82
Fiscal Year Estimates* FY08 FY09 FY10 FY1ll FY12 FY13
Unpaid use tax on online sales to IL householdslamdisinesses $125 $128 $134 $150 $170 $L97
IL household share $73 $77 $84 $92 $103 $120
IL business share $52 $51 $51 $58 $67 $7|7

*Fiscal year estimates are averages of the appéicatiendar year estimates.




Household Estimate ($ millions)

Online Retail Sales in the United States.
lllinois Share (lllinois’ share of U.S. retail sa)
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lllinois Share After Excluding MV, Food, Drugs, aBitect Selling Establishments

Taxable Share of Stej
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5 Use Tax Due On Taxable Sales To lllinois Houset
6 Use Tax Collected by Online Retail

7 |Use Tax Remitted by Buyers to IDOR

8 Total Use Tax Paid

9 |Calendar Year Unpaid Use Tax

10 Fiscal Year Unpaid Use Tax

Business Estimate ($ millions)

Online Wholesale Sales, Including MSBOs, in thetkbhiStates.
lllinois Share (lllinois’ share of U.S. wholesaleMSBO sales
lllinois Share After Excluding MV, Food, and Drugs

Taxable Share of Stej

Use Tax Due On Taxable Sales To lllinois Busine

Use Tax Collected by Sellers or Remitted by Buygrsctly to IDOF

Calendar Year Unpaid Use Tax
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Fiscal Year Unpaid Use Tax
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2007
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2009
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$6,418
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2011 2012 2013
$191,694 $22),448 3,%E%
$8,472 $9,742 $11,204
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$1,601,837,84%,113 $2,118,430
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