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Sales/Use/Indirect:
lllinois DOR Addresses Taxability of Software Provided Through Cloud-Based
Delivery System

General Information Letter ST 22-0027-GIL, Ill. Dept. of Rev. (12/2/22). Responding to a taxpayer inquiry
involving taxability under the Retailers’ Occupation Tax, the lllinois Department of Revenue (Department)
clarifies that computer software provided through a cloud-based delivery system — a system in which
computer software is never downloaded on to a client’s computer and is only accessed remotely — generally is
not subject to tax. However, if a provider of a service provides to the subscriber an application programming
interface (API), applet, desktop agent, or a remote access agent to enable the subscriber to access the
provider’s network and services, the subscriber is receiving taxable computer software, unless the transfer
gualifies as a nontaxable license of computer software. The Department also explains that if an lllinois
customer downloads computer software for free from an out-of-state retailer’s website or server that is also
located out-of-state, the retailer, even though it is donating tangible personal property to the customer, has
exercised no power or control over the property in lllinois and thus there is no taxable use of the property in
Illinois under the Retailers’ Occupation Tax. Please contact us with any questions.

URL:

https://tax.illinois.gov/content/dam/soi/en/web/tax/research/legalinformation/letterrulings/st/documents/2022/st22-
0027-gil.pdf

— Mary Pat Kohberger (Chicago) Robyn Staros (Chicago)
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This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms or their related entities (collectively, the “Deloitte
organization”) is, by means of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or your business, you should consult
a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.
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professionals deliver measurable and lasting results that help reinforce public trust in capital markets,
enable clients to transform and thrive, and lead the way toward a stronger economy, a more equitable
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countries and territories. Learn how Deloitte’s approximately 415,000 people worldwide make an impact
that matters at www.deloitte.com.

State Tax Matters Page 2 of 2 Copyright © 2023 Deloitte Development LLC
February 10, 2023 All rights reserved.



