AR O A AR O A R TR CER R
LRBO9903077HLHS5229¢6 a

Sen. Toi W. Hutchinson

Filed: 1/9/2017

09900SB0523sam001 LRB099 03077 HLH 52296 a

1 AMENDMENT TO SENATE BILL 523

2 AMENDMENT NO. . Amend Senate Bill 523 by replacing
3 everything after the enacting clause with the following:

4 "Section 1. Short title. This Act may be cited as the
5 Sugar-Sweetened Beverage Tax Act.

6 Section 5. Definitions. For purposes of this Act:

7 "Bottle" means any closed or sealed container regardless of
8 size or shape, including, without limitation, those made of
9 glass, metal, paper, plastic, or any other material or
10 combination of materials.
11 "Bottled sugar-sweetened beverage" means any
12 sugar-sweetened beverage contained in a bottle that is ready
13 for consumption without further processing such as, without
14 limitation, dilution or carbonation.
15 "Caloric sweetener" means any caloric substance suitable

16 for human consumption which adds calories to the diet of a



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26

099005SB0523sam001 -2- LRB099 03077 HLH 52296 a

person who consumes that substance, is used as an ingredient of
a beverage, syrup, or powder, and includes, without limitation,
sucrose, fructose, glucose, fruit juice concentrate, or other
sugars. "Caloric sweetener" excludes non-caloric sweeteners.

"Consumer" means a person who purchases a sugar-sweetened
beverage for consumption and not for sale to another.

"Department" means the Department of Revenue.

"Distributor" means any person, including manufacturers
and wholesale dealers, who receives, stores, manufactures,
bottles, or distributes bottled sugar-sweetened beverages,
syrups, or powders, for sale to retailers doing business in the
State, whether or not that person also sells such products to
consumers.

"Non-caloric sweetener" means any non-caloric substance
suitable for human consumption which does not add calories to
the diet of a person who consumes that substance, is used as an

ingredient of a beverage, syrup, or powder, and includes,

without limitation, aspartame, saccharin, stevia, and
sucralose. "Non-caloric sweetener" excludes caloric
sSweeteners.

"Person" means any natural person, partnership,
cooperative association, limited liability company,

corporation, personal representative, receiver, trustee,
assignee, or any other legal entity.
"Place of business" means any place where sugar-sweetened

beverages, syrups, or powders are manufactured or received for
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sale in the State.

"Powders" means any solid mixture of ingredients used in
making, mixing, or compounding sugar-sweetened beverages by
mixing the powder with any one or more other ingredients,
including without limitation water, ice, syrup, simple syrup,
fruits, vegetables, fruit juice, vegetable juice, carbonation
or other gas. A powder which indicates on the label that it can
be mixed with water is subject to the tax. Notwithstanding any
other provision, a powder which indicates on the label that it
cannot be mixed with water and is intended by the manufacturer
to be mixed only with alcohol or milk is not subject to the
tax.

"Retailer" means any person who sells or otherwise
dispenses in the State a sugar-sweetened beverage to a consumer
whether or not that person is also a distributor as defined in
this Section.

"Sale" means the transfer of title or possession for
valuable consideration regardless of the manner by which the
transfer is completed.

"State" means the State of Illinois.

"Sugar-sweetened beverage" means any nonalcoholic
beverage, carbonated or noncarbonated, which is intended for
human consumption and contains more than 5 grams of caloric
sweetener per 12 fluid ounces. As used in this definition,
"nonalcoholic beverage" means any beverage that contains less

than one-half of one percent alcohol per volume. The term
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"sugar-sweetened beverage" does not include:

(1) beverages sweetened solely with non-caloric
sweeteners;

(2) beverages sweetened with 5 grams or less of caloric
sweeteners per 12 fluid ounces;

(3) beverages consisting of 100% natural fruit or
vegetable juice with no caloric sweetener; for purposes of
this paragraph, "natural fruit Juice" and "natural
vegetable Jjuice" mean the original liquid resulting from
the pressing of fruits or vegetables, juice concentrate, or
the 1liquid resulting from the dilution with water of
dehydrated natural fruit juice or natural vegetable juice;

(4) beverages in which milk, or soy, rice, or similar
milk substitute, is the primary ingredient or the first
listed ingredient on the 1label of the beverage; for
purposes of this Act, "milk" means natural ligquid milk
regardless of animal or plant source or butterfat content,
natural milk concentrate, whether or not reconstituted,
regardless of animal or plant source or butterfat content,
or dehydrated natural milk, whether or not reconstituted
and regardless of animal or plant source or butterfat
content;

(5) coffee or tea without caloric sweetener;

(6) infant formula;

(7) medically necessary foods, as defined in the

federal Orphan Drug Act; and
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(8) water without any caloric sweeteners.

"Syrup" means a liquid mixture of ingredients used in
making, mixing, or compounding sugar-sweetened beverages using
one or more other ingredients including, without limitation,
water, ice, a powder, simple syrup, fruits, vegetables, fruit
juice, vegetable juice, carbonation, or other gas. A syrup
which indicates on the label that it can be mixed with water is
subject to the tax. Notwithstanding any other provision, a
syrup which indicates on the label that it cannot be mixed with
water, and is intended by the manufacturer to be mixed only

with alcohol or milk is not subject to the tax.

Section 10. Permit required.

(a) Beginning May 1, 2017, every distributor doing business
in the State who wishes to engage in the business of selling
sugar-sweetened beverages, syrups, or powders subject to tax
under this Act shall file with the Department an application
for a permit to engage in such business. An application shall
be filed for each place of business owned and operated by the
distributor. An application for a permit shall be filed on
forms to be furnished by the Department for that purpose. Each
such application shall be signed and verified and shall state:
(1) the name and social security number of the applicant; (2)
the address of his principal place of business; (3) the address
of the principal place of business from which he engages in the

business of distributing sugar-sweetened beverages, syrups, oOr
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powders to retailers in this State and the addresses of all
other places of business, if any (enumerating such addresses,
if any, in a separate list attached to and made a part of the
application), from which he engages 1in the business of
distributing sugar-sweetened beverages, syrups, or powders to
retailers in this State; (4) the name and address of the person
or persons who will be responsible for filing returns and
payment of taxes due under this Act; (5) in the case of a
corporation, the name, title, and social security number of
each corporate officer; (6) in the case of a limited liability
company, the name, social security number, and FEIN number of
each manager and member; and (7) such other information as the
Department may reasonably require. The application shall
contain an acceptance of responsibility signed by the person or
persons who will be responsible for filing returns and payment
of the taxes due under this Act.

(b) The Department may deny a permit to any applicant if a
person who is named as the owner, a partner, a manager or
member of a limited liability company, or a corporate officer
of the applicant on the application for the certificate of
registration, is or has been named as the owner, a partner, a
manager or member of a limited liability company, or a
corporate officer, on the application for the permit or
certificate of registration of a retailer under the Retailers'
Occupation Tax Act that is in default for moneys due under this

Act or any other tax or fee Act administered by the Department.
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For purposes of this paragraph only, in determining whether a
person is 1in default for moneys due, the Department shall
include only amounts established as a final liability within
the 20 years prior to the date of the Department's notice of
denial of a certificate of registration. The Department, in its
discretion, may require that the application for permit be
submitted electronically.

(c) Upon receipt of an application and the annual permit
fee of $250, the Department may issue to the applicant, for the
place of business designated, a permit, authorizing the sale of
sugar-sweetened beverages, syrups, and powders in the State. No
distributor shall sell any sugar-sweetened beverage, syrup, or
powders without first obtaining a permit to do so under this
Act. Permits issued pursuant to this Section shall expire one
year from the date of issuance and may be renewed annually.
Fees shall Dbe deposited into the Tax Compliance and
Administration Fund.

(d) A permit may not be transferred or assigned from one
person to another, and a permit shall at all times be
prominently displayed in a distributor's place of business. The
Department may refuse to issue a permit to any person
previously convicted of violations of this Act under such
procedures as the Department may establish by regulation.

(e) The Department may, in its discretion, issue the permit

electronically.



10
11
12
13
14
15
16
17
18
19
20
21
22

23

24

25

099005SB0523sam001 -8- LRB099 03077 HLH 52296 a

Section 15. Tax imposed.

(a) Beginning on May 1, 2017, there is imposed a tax on
every distributor for the privilege of selling the products
governed by this Act in the State. The tax shall be imposed at
the rate of $0.01 per ounce of bottled sugar-sweetened
beverages sold or transferred to a retailer in the State. The
tax on syrup and powder sold or transferred to a retailer in
the State, either as syrup or powder or as a sugar-sweetened
beverage derived from that syrup or powder, is equal to $0.01
per ounce for each ounce of sugar-sweetened beverage produced
from that syrup or powder. For purposes of calculating the tax,
the volume of sugar-sweetened beverage produced from syrup or
powder shall be the larger of (i) the largest volume resulting
from use of the syrup or powder according to any manufacturer's
instructions or (ii) the volume actually produced by the
retailer. The taxes imposed by this Section are in addition to
any other taxes that may apply to persons or products subject
to this Act.

(b) A retailer that sells Dbottled sugar-sweetened
beverages, syrups, or powders in the State to a consumer, on
which the tax imposed by this Section has not been paid by a
distributor, is liable for the tax imposed in subsection (a) at

the time of sale to a consumer.

Section 20. Pass-through of the tax. A distributor shall

add the amount of tax levied by this Act to the price of
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sugar-sweetened beverages sold to a retailer, and the retailer
shall pass the amount of the tax through to the consumer as a
component of the final retail purchase price. The amount of the
taxes may be stated separately on all invoices, signs, sales or
delivery slips, bills, and statements that advertise or

indicate the price of those beverages.

Section 25. Report of sales and tax remittances.

(a) Any distributor or retailer liable for the tax imposed
by this Act shall, on or before the twentieth day of each
calendar month, return to the Department a statement containing
its name and place of business, the quantity of sugar-sweetened
beverages, syrup, and powders subject to the tax imposed by
this Act sold or offered for sale in the month preceding the
month in which the report is due, and any other information
required by the Department, along with the tax due.

(b) If the taxpayer's average monthly tax liability to the
Department under this Act, was $20,000 or more during the
preceding 4 complete calendar quarters, he shall file a return
with the Department each month by the twentieth day of the
month next following the month during which such tax liability
is incurred and shall make payment to the Department on or
before the 7th, 15th, 22nd, and last day of the month during
which such liability is incurred.

(c) The Department, in its discretion, may require that

returns be submitted and payments be made electronically.
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Section 30. Records of distributors. Every distributor and
every retailer subject to this Act shall maintain for not less
than 4 years accurate Dbooks and records, showing all
transactions that gave rise, or may have given rise, to tax
liability wunder this Act. Such records are subject to
inspection by the Department at all reasonable times during

normal business hours.

Section 35. Exemptions. The following shall be exempt from
the tax imposed under this Act:

(1) Bottled sugar-sweetened beverages, syrups, and powders
sold by a distributor or a retailer expressly for resale or
consumption outside of the State.

(2) Bottled sugar-sweetened beverages, syrups, and powders
sold by a distributor to another distributor that holds a
permit issued under Section 10 if the sales invoice clearly
indicates that the sale is exempt. If the sale is to a person
who is both a distributor and a retailer, the sale shall also
be tax exempt and the tax shall be paid when the purchasing
distributor-retailer resells the product to a retailer or a
consumer. This exemption does not apply to any other sale to a

retailer.

Section 40. Penalties.

(a) Any distributor, retailer, or other person subject to
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the provisions of this Act who fails to pay the entire amount
of tax imposed by this Act by the date that payment is due,
fails to submit a report or maintain records required by this
Act, does business in the State of Illinois without first
obtaining a permit as required by this Act, or violates any
other provision of this Act, or rules and regulations adopted
by the Department for the enforcement of this Act, shall be
guilty of a misdemeanor and shall also be 1liable for the
penalties set forth and incorporated by reference into this
Section.

(b) Incorporation by reference. All of the provisions of
Sections 4, 5, 5a, 5b, 5c¢, 5d, 5e, 5f, 5g, 5i, 53, 6, 6a, o6b,
6c, 8, 9, 10, 11, 1l1la, and 12 of the Retailers' Occupation Tax
Act, and all applicable provisions of the Uniform Penalty and
Interest Act that are not inconsistent with this Act, apply to
distributors of sugar-sweetened beverages to the same extent as
if those provisions were included in this Act. References in
the incorporated Sections of the Retailers' Occupation Tax Act
to retailers, to sellers, or to persons engaged in the business
of selling tangible personal property mean distributors and
retailers when used in this Act. References in the incorporated
Sections to sales of tangible personal property mean sales of
sugar-sweetened beverages, syrups, or powders when used in this
Act.

(c) In addition to any other penalty authorized by law, a

permit issued pursuant to Section 10 shall be suspended or
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revoked if any court of competent jurisdiction determines, or
the Department finds based on a preponderance of the evidence,
after the permittee is afforded notice and an opportunity to be
heard, that the permittee, or any of the permittee's agents or
employees, has violated any of the requirements, conditions, or
prohibitions of this Act. For a first violation of this Act
within any 60-month period, the permit shall be suspended for
30 days. For a second violation of this Act within any 60-month
period, the permit shall be suspended for 90 days. For a third
violation of this Act within any 60-month period, the permit
shall be suspended for one year. For a fourth or subsequent
violation of this Act within any 60-month period, the license
shall be revoked.

(d) A decision of the Department under this Section is a
final administrative decision and is subject to review by the

Illinois Independent Tax Tribunal.

Section 45. Unpaid taxes a debt. The tax herein required to
be collected by any person distributing sugar-sweetened
beverages, powders, or syrup for sale to a retailer in the
State, and any such tax collected by that person shall

constitute a debt owed by that person to this State.

Section 50. Revenue distribution. All of the moneys
collected by the Department pursuant to the taxes imposed by

Section 15 shall be deposited as follows: 2% shall be deposited
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into the Tax Compliance and Administration Fund for the
administrative costs of the Department, and 98% shall be
deposited into the General Revenue Fund. All interest earned on
moneys in the General Revenue Fund from the tax collected under

this Act shall remain in the General Revenue Fund.

Section 97. Severability. The provisions of the
Sugar-Sweetened Beverage Tax Act are severable under Section

1.31 of the Statute on Statutes.

Section 900. The Illinois Income Tax Act 1is amended by
changing Sections 201, 203, 212, 804, 901, and 1501 and by

adding Section 225 as follows:

(35 ILCS 5/201) (from Ch. 120, par. 2-201)

Sec. 201. Tax Imposed.

(a) In general. A tax measured by net income is hereby
imposed on every individual, corporation, trust and estate for
each taxable year ending after July 31, 1969 on the privilege
of earning or receiving income in or as a resident of this
State. Such tax shall be in addition to all other occupation or
privilege taxes imposed by this State or by any municipal
corporation or political subdivision thereof.

(b) Rates. The tax imposed by subsection (a) of this
Section shall be determined as follows, except as adjusted by

subsection (d-1):
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(1) In the case of an individual, trust or estate, for
taxable years ending prior to July 1, 1989, an amount equal
to 2 1/2% of the taxpayer's net income for the taxable
year.

(2) In the case of an individual, trust or estate, for
taxable years beginning prior to July 1, 1989 and ending
after June 30, 1989, an amount equal to the sum of (i) 2
1/2% of the taxpayer's net income for the period prior to
July 1, 1989, as calculated under Section 202.3, and (ii)
3% of the taxpayer's net income for the period after June
30, 1989, as calculated under Section 202.3.

(3) In the case of an individual, trust or estate, for
taxable years beginning after June 30, 1989, and ending
prior to January 1, 2011, an amount equal to 3% of the
taxpayer's net income for the taxable year.

(4) In the case of an individual, trust, or estate, for
taxable years beginning prior to January 1, 2011, and
ending after December 31, 2010, an amount equal to the sum
of (i) 3% of the taxpayer's net income for the period prior
to January 1, 2011, as calculated under Section 202.5, and
(ii) 5% of the taxpayer's net income for the period after
December 31, 2010, as calculated under Section 202.5.

(5) In the case of an individual, trust, or estate, for
taxable years beginning on or after January 1, 2011, and
ending prior to January 1, 2015, an amount equal to 5% of

the taxpayer's net income for the taxable year.
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(5.1) In the case of an individual, trust, or estate,
for taxable years beginning prior to January 1, 2015, and
ending after December 31, 2014, an amount equal to the sum
of (i) 5% of the taxpayer's net income for the period prior
to January 1, 2015, as calculated under Section 202.5, and
(ii) 3.75% of the taxpayer's net income for the period
after December 31, 2014, as calculated under Section 202.5.

(5.2) In the case of an individual, trust, or estate,

for taxable years beginning on or after January 1, 2015,

and ending prior to January 1, 2017 dJemgary—3—2625, an

amount equal to 3.75% of the taxpayer's net income for the
taxable year.
(5.3) In the case of an individual, trust, or estate,

for taxable years beginning prior to January 1, 2017

Japdary—i——2025, and ending after December 31, 2016

beeember 312624, an amount equal to the sum of (i) 3.75%

of the taxpayer's net income for the period prior to

January 1, 2017 dJepgary—3—=2625, as calculated under

Section 202.5, and (ii) 4.95% 3=25% of the taxpayer's net

income for the period after December 31, 2016 Beecember 331+

2024, as calculated under Section 202.5.
(5.4) In the case of an individual, trust, or estate,

for taxable years beginning on or after January 1, 2017

Jardary——2025, an amount equal to 4.95% 3=25% of the
taxpayer's net income for the taxable year.

(6) In the case of a corporation, for taxable years
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ending prior to July 1, 1989, an amount equal to 4% of the
taxpayer's net income for the taxable year.

(7) In the case of a corporation, for taxable years
beginning prior to July 1, 1989 and ending after June 30,
1989, an amount equal to the sum of (i) 4% of the
taxpayer's net income for the period prior to July 1, 1989,
as calculated under Section 202.3, and (ii) 4.8% of the
taxpayer's net income for the period after June 30, 1989,
as calculated under Section 202.3.

(8) In the case of a corporation, for taxable years
beginning after June 30, 1989, and ending prior to January
1, 2011, an amount equal to 4.8% of the taxpayer's net
income for the taxable year.

(9) In the case of a corporation, for taxable years
beginning prior to January 1, 2011, and ending after
December 31, 2010, an amount equal to the sum of (i) 4.8%
of the taxpayer's net income for the period prior to
January 1, 2011, as calculated under Section 202.5, and
(1i) 7% of the taxpayer's net income for the period after
December 31, 2010, as calculated under Section 202.5.

(10) In the case of a corporation, for taxable years
beginning on or after January 1, 2011, and ending prior to
January 1, 2015, an amount equal to 7% of the taxpayer's
net income for the taxable year.

(11) In the case of a corporation, for taxable years

beginning prior to January 1, 2015, and ending after
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December 31, 2014, an amount equal to the sum of (i) 7% of
the taxpayer's net income for the period prior to January
1, 2015, as calculated under Section 202.5, and (ii) 5.25%
of the taxpayer's net income for the period after December
31, 2014, as calculated under Section 202.5.

(12) In the case of a corporation, for taxable years
beginning on or after January 1, 2015, and ending prior to

January 1, 2017 dJepgary—3—2625, an amount equal to 5.25%

of the taxpayer's net income for the taxable year.

(13) In the case of a corporation, for taxable years

beginning prior to January 1, 2017 dJengary——=2625, and

ending after December 31, 2016 Beeember 312624, an amount

equal to the sum of (i) 5.25% of the taxpayer's net income

for the period prior to January 1, 2017 Jemgary—3++—2625, as

calculated under Section 202.5, and (ii) 7% 4=8% of the

taxpayer's net income for the period after December 31,

2016 Peecember33+—2624, as calculated under Section 202.5.

(14) In the case of a corporation, for taxable years

beginning on or after January 1, 2017 Jamgery—3+—2625, an

amount equal to 7% 4=8% of the taxpayer's net income for

the taxable year.

The rates under this subsection (b) are subject to the

provisions of Section 201.5.

(c) Personal Property Tax Replacement Income Tax.

Beginning on July 1, 1979 and thereafter, in addition to such

income tax, there is also hereby imposed the Personal Property
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Tax Replacement Income Tax measured by net income on every
corporation (including Subchapter S corporations), partnership
and trust, for each taxable year ending after June 30, 1979.
Such taxes are imposed on the privilege of earning or receiving
income in or as a resident of this State. The Personal Property
Tax Replacement Income Tax shall be in addition to the income
tax imposed by subsections (a) and (b) of this Section and in
addition to all other occupation or privilege taxes imposed by
this State or by any municipal corporation or political
subdivision thereof.

(d) Additional Personal Property Tax Replacement Income
Tax Rates. The personal property tax replacement income tax
imposed by this subsection and subsection (c) of this Section
in the case of a corporation, other than a Subchapter S
corporation and except as adjusted by subsection (d-1), shall
be an additional amount equal to 2.85% of such taxpayer's net
income for the taxable year, except that beginning on January
1, 1981, and thereafter, the rate of 2.85% specified in this
subsection shall be reduced to 2.5%, and in the case of a
partnership, trust or a Subchapter S corporation shall be an
additional amount equal to 1.5% of such taxpayer's net income
for the taxable year.

(d-1) Rate reduction for certain foreign insurers. In the
case of a foreign insurer, as defined by Section 35A-5 of the
Illinois Insurance Code, whose state or country of domicile

imposes on insurers domiciled in Illinois a retaliatory tax
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(excluding any insurer whose premiums from reinsurance assumed
are 50% or more of its total insurance premiums as determined
under paragraph (2) of subsection (b) of Section 304, except
that for purposes of this determination premiums from
reinsurance do not include premiums from inter-affiliate
reinsurance arrangements), beginning with taxable years ending
on or after December 31, 1999, the sum of the rates of tax
imposed by subsections (b) and (d) shall be reduced (but not
increased) to the rate at which the total amount of tax imposed
under this Act, net of all credits allowed under this Act,
shall equal (i) the total amount of tax that would be imposed
on the foreign insurer's net income allocable to Illinois for
the taxable year by such foreign insurer's state or country of
domicile if that net income were subject to all income taxes
and taxes measured by net income imposed by such foreign
insurer's state or country of domicile, net of all credits
allowed or (ii) a rate of zero if no such tax is imposed on such
income by the foreign insurer's state of domicile. For the
purposes of this subsection (d-1), an inter-affiliate includes
a mutual insurer under common management.
(1) For the purposes of subsection (d-1), in no event
shall the sum of the rates of tax imposed by subsections
(b) and (d) be reduced below the rate at which the sum of:
(A) the total amount of tax imposed on such foreign
insurer under this Act for a taxable year, net of all

credits allowed under this Act, plus
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(B) the privilege tax imposed by Section 409 of the
Illinois Insurance Code, the fire insurance company
tax imposed by Section 12 of the Fire Investigation
Act, and the fire department taxes 1imposed under
Section 11-10-1 of the Illinois Municipal Code,

equals 1.25% for taxable years ending prior to December 31,
2003, or 1.75% for taxable years ending on or after
December 31, 2003, of the net taxable premiums written for
the taxable year, as described by subsection (1) of Section
409 of the Illinois Insurance Code. This paragraph will in
no event increase the rates imposed under subsections (b)
and (d) .

(2) Any reduction in the rates of tax imposed by this
subsection shall be applied first against the rates imposed
by subsection (b) and only after the tax imposed by
subsection (a) net of all credits allowed under this
Section other than the credit allowed under subsection (i)
has been reduced to zero, against the rates imposed by
subsection (d).

This subsection (d-1) 1is exempt from the provisions of

Section 250.

(e) Investment credit. A taxpayer shall be allowed a credit

against the Personal Property Tax Replacement Income Tax for

investment in qualified property.

(1) A taxpayer shall be allowed a credit equal to .5%

of the basis of qualified property placed in service during
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the taxable vyear, provided such property is placed in
service on or after July 1, 1984. There shall be allowed an
additional credit equal to .5% of the basis of qualified
property placed in service during the taxable vyear,
provided such property is placed in service on or after
July 1, 1986, and the taxpayer's base employment within
Illinois has increased by 1% or more over the preceding
year as determined by the taxpayer's employment records
filed with the Illinois Department of Employment Security.
Taxpayers who are new to Illinois shall be deemed to have
met the 1% growth in base employment for the first year in
which they file employment records with the Illinois
Department of Employment Security. The provisions added to
this Section by Public Act 85-1200 (and restored by Public
Act 87-895) shall be construed as declaratory of existing
law and not as a new enactment. If, in any year, the
increase 1in base employment within Illinois over the
preceding year is less than 1%, the additional credit shall
be 1limited to that percentage times a fraction, the
numerator of which is .5% and the denominator of which is
1%, but shall not exceed .5%. The investment credit shall
not be allowed to the extent that it would reduce a
taxpayer's liability in any tax year below zero, nor may
any credit for qualified property be allowed for any year
other than the year in which the property was placed in

service in Illinois. For tax years ending on or after
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December 31, 1987, and on or before December 31, 1988, the
credit shall be allowed for the tax year in which the
property is placed in service, or, if the amount of the
credit exceeds the tax liability for that year, whether it
exceeds the original liability or the liability as later
amended, such excess may be carried forward and applied to
the tax liability of the 5 taxable years following the
excess credit years if the taxpayer (i) makes investments
which cause the creation of a minimum of 2,000 full-time
equivalent Jjobs in TIllinois, (ii) d1s located 1in an

enterprise zone established pursuant to the TIllinois

Enterprise Zone Act and (iii) 1s <certified Dby the
Department of Commerce and Community Affairs (now
Department of Commerce and Economic Opportunity) as

complying with the requirements specified in clause (i) and
(ii) by July 1, 1986. The Department of Commerce and
Community Affairs (now Department of Commerce and Economic
Opportunity) shall notify the Department of Revenue of all
such certifications immediately. For tax vyears ending
after December 31, 1988, the credit shall be allowed for
the tax year in which the property is placed in service,
or, if the amount of the credit exceeds the tax liability
for that year, whether it exceeds the original liability or
the liability as later amended, such excess may be carried
forward and applied to the tax liability of the 5 taxable

years following the excess credit years. The credit shall
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be applied to the earliest year for which there 1is a
liability. If there is credit from more than one tax year
that 1is available to offset a liability, earlier credit
shall be applied first.

(2) The term "qualified property" means property
which:

(A) is tangible, whether new or used, including
buildings and structural components of buildings and
signs that are real property, but not including land or
improvements to real property that are not a structural
component of a building such as landscaping, sewer
lines, local access roads, fencing, parking lots, and
other appurtenances;

(B) is depreciable pursuant to Section 167 of the
Internal Revenue Code, except that "3-year property”
as defined in Section 168 (c) (2) (A) of that Code is not
eligible for the credit provided by this subsection
(e);

(C) is acquired by purchase as defined in Section
179(d) of the Internal Revenue Code;

(D) 1is wused in Illinois by a taxpayer who 1is
primarily engaged in manufacturing, or in mining coal
or fluorite, or in retailing, or was placed in service
on or after July 1, 2006 in a River Edge Redevelopment
Zone established pursuant to the River Edge

Redevelopment Zone Act; and
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(E) has not previously been used in Illinois in
such a manner and by such a person as would qualify for
the credit ©provided by this subsection (e) or
subsection (f).

(3) For purposes of this subsection (e),
"manufacturing"” means the material staging and production
of tangible personal property by procedures commonly
regarded as manufacturing, processing, fabrication, or
assembling which changes some existing material into new
shapes, new qualities, or new combinations. For purposes of
this subsection (e) the term "mining" shall have the same
meaning as the term "mining"™ in Section 613(c) of the
Internal Revenue Code. For purposes of this subsection (e),
the term "retailing" means the sale of tangible personal
property for use or consumption and not for resale, or
services rendered in conjunction with the sale of tangible
personal property for use or consumption and not for
resale. For purposes of this subsection (e), "tangible
personal property" has the same meaning as when that term
is used in the Retailers' Occupation Tax Act, and, for
taxable years ending after December 31, 2008, does not
include the generation, transmission, or distribution of
electricity.

(4) The basis of qualified property shall be the basis
used to compute the depreciation deduction for federal

income tax purposes.
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(5) If the basis of the property for federal income tax
depreciation purposes is increased after it has been placed
in service in Illinois by the taxpayer, the amount of such
increase shall be deemed property placed in service on the
date of such increase in basis.

(6) The term "placed in service" shall have the same
meaning as under Section 46 of the Internal Revenue Code.

(7) If during any taxable year, any property ceases to
be qualified property in the hands of the taxpayer within
48 months after being placed in service, or the situs of
any qualified property is moved outside Illinois within 48
months after being placed in service, the Personal Property
Tax Replacement Income Tax for such taxable year shall be
increased. Such increase shall be determined by (1)
recomputing the investment credit which would have been
allowed for the year in which credit for such property was
originally allowed by eliminating such property from such
computation and, (ii) subtracting such recomputed credit
from the amount of credit previously allowed. For the
purposes of this paragraph (7), a reduction of the basis of
qualified property resulting from a redetermination of the
purchase price shall be deemed a disposition of qualified
property to the extent of such reduction.

(8) Unless the investment credit is extended by law,
the basis of qualified property shall not include costs

incurred after December 31, 2018, except for costs incurred
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pursuant to a binding contract entered into on or before
December 31, 2018.

(9) Each taxable year ending before December 31, 2000,
a partnership may elect to pass through to its partners the
credits to which the partnership is entitled under this
subsection (e) for the taxable year. A partner may use the
credit allocated to him or her under this paragraph only
against the tax imposed in subsections (c) and (d) of this
Section. If the partnership makes that election, those
credits shall be allocated among the partners 1in the
partnership in accordance with the rules set forth in
Section 704 (b) of the Internal Revenue Code, and the rules
promulgated under that Section, and the allocated amount of
the credits shall be allowed to the partners for that
taxable year. The partnership shall make this election on
its Personal Property Tax Replacement Income Tax return for
that taxable year. The election to pass through the credits
shall be irrevocable.

For taxable years ending on or after December 31, 2000,
a partner that qualifies its partnership for a subtraction
under subparagraph (I) of paragraph (2) of subsection (d)
of Section 203 or a shareholder that qualifies a Subchapter
S corporation for a subtraction under subparagraph (S) of
paragraph (2) of subsection (b) of Section 203 shall be
allowed a credit under this subsection (e) equal to its

share of the credit earned under this subsection (e) during
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the taxable year Dby the partnership or Subchapter S
corporation, determined in accordance with the
determination of income and distributive share of income
under Sections 702 and 704 and Subchapter S of the Internal
Revenue Code. This paragraph is exempt from the provisions
of Section 250.

(f) Investment credit; Enterprise Zone; River Edge

Redevelopment Zone.

(1) A taxpayer shall be allowed a credit against the
tax imposed by subsections (a) and (b) of this Section for
investment in qualified property which is placed in service
in an Enterprise Zone created pursuant to the Illinois
Enterprise Zone Act or, for property placed in service on
or after July 1, 2006, a River Edge Redevelopment Zone
established pursuant to the River Edge Redevelopment Zone
Act. For partners, shareholders of Subchapter S
corporations, and owners of limited liability companies,
if the liability company is treated as a partnership for
purposes of federal and State income taxation, there shall
be allowed a credit wunder this subsection (f) to be
determined in accordance with the determination of income
and distributive share of income under Sections 702 and 704
and Subchapter S of the Internal Revenue Code. The credit
shall be .5% of the basis for such property. The credit
shall be available only in the taxable year in which the

property is placed in service 1in the Enterprise Zone or
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River Edge Redevelopment Zone and shall not be allowed to
the extent that it would reduce a taxpayer's liability for
the tax imposed by subsections (a) and (b) of this Section
to below zero. For tax years ending on or after December
31, 1985, the credit shall be allowed for the tax year in
which the property is placed in service, or, if the amount
of the credit exceeds the tax liability for that vyear,
whether it exceeds the original liability or the liability
as later amended, such excess may be carried forward and
applied to the tax 1liability of the 5 taxable years
following the excess credit year. The credit shall be
applied to the earliest vyear for which there 1is a
liability. If there is credit from more than one tax year
that 1is available to offset a 1liability, the credit
accruing first in time shall be applied first.
(2) The term qualified property means property which:

(A) is tangible, whether new or used,