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AN ACT concerni ng taxes.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Incone Tax Act is anended by

changi ng Section 201 as foll ows:

(35 I'LCS 5/201) (from Ch. 120, par. 2-201)

Sec. 201. Tax I nposed.

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

(b) Rates. The tax inposed by subsection (a) of this
Section shall be determ ned as foll ows, except as adjusted by
subsection (d-1):

(1) In the case of an individual, trust or estate,
for taxable years ending prior to July 1, 1989, an anount
equal to 2 1/2%of the taxpayer's net incone for the
t axabl e year.

(2) In the case of an individual, trust or estate,
for taxable years beginning prior to July 1, 1989 and
endi ng after June 30, 1989, an anount equal to the sum of
(1) 2 1/2% of the taxpayer's net incone for the period
prior to July 1, 1989, as cal cul ated under Section 202. 3,
and (ii) 3% of the taxpayer's net incone for the period
after June 30, 1989, as cal cul ated under Section 202. 3.

(3) In the case of an individual, trust or estate,
for taxable years beginning after June 30, 1989, an

anount equal to 3% of the taxpayer's net incone for the
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t axabl e year.

(4) (Bl ank).

(5) (Bl ank).

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

(7) In the case of a corporation, for taxable years
begi nning prior to July 1, 1989 and ending after June 30,
1989, an anount equal to the sum of (i) 4%of the
t axpayer's net incone for the period prior to July 1,
1989, as cal cul ated under Section 202.3, and (ii) 4.8% of
the taxpayer's net income for the period after June 30,
1989, as cal cul ated under Section 202. 3.

(8 In the case of a corporation, for taxable years
begi nning after June 30, 1989, an anmount equal to 4. 8% of
the taxpayer's net incone for the taxable year.

(c) Beginning on July 1, 1979 and thereafter, in
addition to such incone tax, there is also hereby inposed the
Personal Property Tax Repl acenent |ncone Tax neasured by net
i ncone on every corporation (i ncl udi ng Subchapt er S
corporations), partnership and trust, for each taxable year
endi ng after June 30, 1979. Such taxes are inposed on the
privilege of earning or receiving income in or as a resident
of this State. The Personal Property Tax Repl acenent |nconme
Tax shall be in addition to the inconme tax inposed by
subsections (a) and (b) of this Section and in addition to
all other occupation or privilege taxes inposed by this State
or by any nunicipal corporation or political subdivision
t her eof .

(d) Additional Personal Property Tax Repl acenent |ncone
Tax Rates. The personal property tax replacenent incone tax
i nposed 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), shal
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be an additional anount equal to 2.85% of such taxpayer's net
incone for the taxable year, except that begi nning 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
addi tional anmount equal to 1.5% of such taxpayer's net inconme
for the taxable year
(d-1) Rate reduction for certain foreign insurers. I n
the case of a foreign insurer, as defined by Section 35A-5 of
the Illinois Insurance Code, whose state or country of
domcile inposes on insurers domciled in I11inois a
retaliatory tax (excluding any insurer whose prem uns from
rei nsurance assuned are 50%or nore of its total insurance
prem uns as determ ned under paragraph (2) of subsection (b)
of Section 304, except t hat for pur poses of this
determ nati on premuns from reinsurance do not include
premuns from inter-affiliate reinsurance arrangenents),
beginning wth taxable years ending on or after Decenber 31,
1999, the sumof the rates of tax inposed by subsections (b)
and (d) shall be reduced (but not increased) to the rate at
whi ch the total amount of tax inposed under this Act, net of
all credits allowed under this Act, shall equal (i) the total
anount of tax that would be inposed on the foreign insurer's
net inconme allocable to Illinois for the taxable year by such
foreign insurer's state or country of domcile if that net
income were subject to all incone taxes and taxes neasured by
net inconme inposed by such foreign insurer's state or country
of domcile, net of all credits allowed or (ii) a rate of
zero if no such tax is inmposed on such incone by the foreign
insurer's state of domcile. For the purposes of this
subsecti on (d-1), an inter-affiliate includes a nutual
i nsurer under conmon managenent .
(1) For the purposes of subsection (d-1), in no

event shall the sum of the rates of tax inposed by
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subsections (b) and (d) be reduced below the rate at
whi ch the sum of:

(A) the total anobunt of tax inposed on such
foreign insurer under this Act for a taxable year,
net of all credits allowed under this Act, plus

(B) the privilege tax inposed by Section 409
of the Illinois Insurance Code, the fire insurance
conpany tax inposed by Section 12 of the Fire
| nvestigation Act, and the fire departnent taxes
i nposed under Section 11-10-1 of the Illinois
Muni ci pal Code,

equals 1.25% of the net taxable premuns witten for the
taxabl e year, as described by subsection (1) of Section
409 of the Illinois Insurance Code. This paragraph wll
in no event increase the rates inposed under subsections
(b) and (d).

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

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

Secti on 250.

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

credit against the Personal Property Tax Replacenent |nconme

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 the taxable year, provided such property is placed
in service on or after July 1, 1984. There shall be
al l owed an additional credit equal to .5%of the basis of

qualified property placed in service during the taxable
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year, provided such property is placed in service on or
after July 1, 1986, and the taxpayer's base enploynent
within I1llinois has increased by 1%or nore over the
precedi ng year as determ ned by the taxpayer's enpl oynent
records filed with the Illinois Departnent of Enpl oynent
Security. Taxpayers who are newto Illinois shall be
deened to have net the 1% growh in base enploynent for
the first year in which they file enploynent records with
the 1llinois Departnent of Enploynent Security. The
provi sions 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 enact nent.
If, in any year, the increase in base enploynent wthin
IIlinois over the preceding year is less than 1% the
additional credit shall be limted to that percentage
times a fraction, the nunerator of which is .5%and the
denom nator of which is 1% but shall not exceed .5%
The investnent 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
whi ch the property was placed in service in Illinois. For
tax years ending on or after Decenber 31, 1987, and on or
bef ore Decenber 31, 1988, the credit shall be allowed for
the tax year in which the property is placed in service,
or, if the anount of the credit exceeds the tax liability
for that year, whether it exceeds the original liability
or the liability as |l ater anmended, such excess may be
carried forward and applied to the tax liability of the 5
taxable vyears following the excess credit years if the
t axpayer (i) makes investnments which cause the creation
of a mnimm of 2,000 full-tine equivalent jobs in
I[Ilinois, (ii) 1is located in an enterprise zone

established pursuant to the Illinois Enterprise Zone Act
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and (iii) is certified by the Departnent of Commerce and
Community Affairs as conplying with the requirenents
specified in clause (i) and (ii) by July 1, 1986. The
Department of Comrerce and Community Affairs shall notify
the Departnent of Revenue of all such certifications
i medi ately. For tax years ending after Decenber 31,
1988, the «credit shall be allowed for the tax year in
whi ch the property is placed in service, or, if the
anmount of the credit exceeds the tax liability for that
year, whether it exceeds the original Iliability or the
litability as later anended, such excess may be carried
forward and applied to the tax liability of the 5 taxable
years follow ng the excess credit years. The credit shal
be applied to the earliest year for which there is a
l[tability. If there is credit fromnore than one tax year
that is available to offset a liability, earlier credit
shal |l be applied first.

(2) The term"qualified property" neans property
whi ch:

(A is t angi bl e, whet her new or used,
including buildings and structural conponents of
buil dings and signs that are real property, but not
including | and or inprovenents to real property that
are not a structural conponent of a building such as
| andscapi ng, sewer lines, |ocal access r oads,
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) is wused inlllinois by a taxpayer who is
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primarily engaged in manufacturing, or in mning
coal or fluorite, or in retailing; and

(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 pur poses of this subsecti on (e),
"manuf acturi ng" nmeans the material staging and production
of tangible personal property by procedures comonly
regarded as manufacturing, processing, fabrication, or
assenbling which changes sone existing material into new
shapes, new qualities, or new conbinations. For purposes
of this subsection (e) the term"m ning" shall have the
sane neaning as the term"mning" in Section 613(c) of
the Internal Revenue Code. For purposes of this
subsection (e), the term"retailing" neans the sale of
tangi ble personal property or services rendered in
conjunction wth the sale of tangible consunmer goods or
comodi ties.

(4) The basis of qualified property shall be the
basis used to conpute the depreciation deduction for
federal incone tax purposes.

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

(6) The term"placed in service" shall have the
sane neani ng 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 nonths after being placed in service, or the

situs of any qualified property is noved outside Illinois
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within 48 nonths after being placed in service, the
Personal Property Tax Replacenent Incone Tax for such
t axabl e year shall be increased. Such increase shall be
determ ned by (i) reconputing the investnent credit which
woul d have been allowed for the year in which credit for
such property was originally allowed by elimnating such
property from such conputation and, (ii) subtracting such
reconputed credit from the anount of credit previously
all owed. For the purposes of this paragraph (7), a
reduction of the basis of qualified property resulting
froma redeterm nation of the purchase price shall be
deened a disposition of qualified property to the extent
of such reducti on.

(8 Unless the investnent credit 1is extended by
law, the basis of qualified property shall not include
costs incurred after Decenber 31, 2003, except for costs
incurred pursuant to a binding contract entered into on
or before Decenber 31, 2003.

(9) Each taxable year ending before Decenber 31,
2000, a partnership my &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 himor her under

this paragraph only against t he t ax i nposed in
subsecti ons (c) and (d) of this Section. If the
partnership makes that election, those credits shall be

all ocated anobng the partners in the partnership in
accordance wth the rules set forth in Section 704(b) of
the Internal Revenue Code, and the rules promulgated
under that Section, and the allocated anount of the
credits shall be allowed to the partners for that taxable
year. The partnership shall make this election on its
Personal Property Tax Replacenent Inconme Tax return for

that taxable year. The &election to pass through the
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credits shall be irrevocable.

For taxable years ending on or after Decenber 31,
2000, a partner that qualifies its partnership for a
subtraction wunder subparagraph (1) 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 wunder this
subsection (e) equal to its share of the credit earned
under this subsection (e) during the taxable year by the
partnership or Subchapter S corporation, determned in
accordance wth the determnation of income and
di stributive share of income under Sections 702 and 704
and Subchapter S of the Internal Revenue Code. Thi s
paragraph is exenpt fromthe provisions of Section 250.

(f) Investnent credit; Enterprise Zone.

(1) A taxpayer shall be allowed a credit against
the tax inposed by subsections (a) and (b) of this
Section for investnment in qualified property which is
pl aced in service in an Enterprise Zone created pursuant
to the Illinois Enterprise Zone Act. For partners,
sharehol ders of Subchapter S corporations, and owners of
limted liability conpanies, if the liability conmpany is
treated as a partnership for purposes of federal and
State inconme taxation, there shall be allowed a credit
under this subsection (f) to be determ ned in accordance
with the determ nation of income and distributive share
of incone 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 in the Enterprise Zone and shall not be
allowed to the extent that it would reduce a taxpayer's

liability for the tax inposed by subsections (a) and (b)
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of this Section to below zero. For tax years ending on or
after Decenber 31, 1985, the credit shall be allowed for
the tax year in which the property is placed in service,
or, if the anobunt of the credit exceeds the tax liability
for that year, whether it exceeds the original liability
or the liability as |l ater anmended, such excess may be
carried forward and applied to the tax liability of the 5
taxable vyears following the excess credit vyear. The
credit shall be applied to the earliest year for which
there is aliability. If there is credit fromnore than
one tax year that is available to offset a liability, the
credit accruing first in time shall be applied first.

(2) The term qualified property nmeans property
whi ch:

(A is tangible, whet her new or used,
including buildings and structural conponents of
bui | di ngs;

(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 (f);

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

(D) is usedin the Enterprise Zone by the
t axpayer; and

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

(3) The basis of qualified property shall be the
basis used to conpute the depreciation deduction for
federal incone tax purposes.

(4) If the basis of the property for federal incone
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tax depreciation purposes is increased after it has been
pl aced in service in the Enterprise Zone by the taxpayer,
the anmpbunt of such increase shall be deemed property
pl aced in service on the date of such increase in basis.

(5 The term"placed in service" shall have the
sane neani ng as under Section 46 of the Internal Revenue
Code.

(6) If during any taxable year, any property ceases
to be qualified property in the hands of the taxpayer
within 48 nonths after being placed in service, or the
situs of any qualified property is noved outside the
Enterprise Zone wthin 48 nonths after being placed in
service, the tax inposed under subsections (a) and (b) of
this Section for such taxable year shall be increased.
Such increase shall be determned by (i) reconputing the
i nvestnment credit which would have been allowed for the
year in which credit for such property was originally
al l oned by el imnating such property from such
conputation, and (ii) subtracting such reconputed credit
fromthe anount of credit previously allowed. For the
purposes of this paragraph (6), a reduction of the basis
of qualified property resulting froma redeterm nation of
the purchase price shall be deenmed a disposition of
qualified property to the extent of such reduction.

(g) Jobs Tax Credit; Enterprise Zone and Forei gn Trade

Zone or Sub-Zone.

(1) A taxpayer conducting a trade or business in an
enterprise zone or a Hi gh Inpact Business designated by
the Departnent of Conmerce and Communi ty Affairs
conducting a trade or business in a federally designated
Forei gn Trade Zone or Sub-Zone shall be allowed a credit
against the tax inposed by subsections (a) and (b) of
this Section in the anmount of $500 per eligible enployee

hired to work in the zone during the taxable year.
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(2) To qualify for the credit:

(A) the taxpayer nust hire 5 or nore eligible
enpl oyees to work in an enterprise zone or federally
desi gnat ed Forei gn Trade Zone or Sub-Zone during the
t axabl e year;

(B) the taxpayer's total enploynment within the
enterprise zone or federally designated Foreign
Trade Zone or Sub-Zone nust increase by 5 or nore
full-time enployees beyond the total enployed in
that zone at the end of the previous tax year for
which a jobs tax credit wunder this Section was
taken, or beyond the total enployed by the taxpayer
as of Decenber 31, 1985, whichever is later; and

(C the eligible enployees nust be enpl oyed
180 consecutive days in order to be deened hired for
pur poses of this subsection.

(3) An "eligible enployee" neans an enployee who

(A) Certified by the Departnment of Comrerce
and Community Affairs as "eligible for services"”
pursuant to regulations pronulgated in accordance
with Title Il of the Job Training Partnership Act,
Training Services for the Di sadvantaged or Title II
of the Job Training Partnership Act, Enploynent and
Trai ni ng Assistance for Dislocated Wrkers Program

(B) Hred after the enterprise zone or
federally designated Foreign Trade Zone or Sub-Zone
was designated or the trade or business was | ocated
in that zone, whichever is later.

(C© Enployed in the enterprise zone or Foreign
Trade Zone or Sub-Zone. An enployee is enployed in
an enterprise zone or federally designated Foreign
Trade Zone or Sub-Zone if his services are rendered

there or it is the base of operations for the
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servi ces perforned.

(D A full-time enployee working 30 or nore
hours per week.

(4) For tax years ending on or after Decenber 31,
1985 and prior to Decenber 31, 1988, the credit shall be
allowed for the tax year in which the eligible enployees
are hired. For tax years ending on or after Decenber 31,
1988, the «credit shall be allowed for the tax year
i medi ately followng the tax year in which the eligible
enpl oyees are hired. |If the anmount of the credit exceeds
the tax Iliability for that year, whether it exceeds the
original liability or the Iliability as later anended,
such excess may be carried forward and applied to the tax
liability of the 5 taxable years follow ng the excess
credit year. The credit shall be applied to the earliest
year for which there is a liability. If there is credit
fromnore than one tax year that is available to offset a
liability, earlier credit shall be applied first.

(5) The Departnent of Revenue shall pronul gate such
rul es and regul ati ons as may be deened necessary to carry
out the purposes of this subsection (g).

(6) The credit shall be available for eligible
enpl oyees hired on or after January 1, 1986.

(h) Investnment credit; H gh Inpact Business.

(1) Subject to subsection (b) of Section 5.5 of the
I1linois Enterprise Zone Act, a taxpayer shall be all owed
a credit against the tax inposed by subsections (a) and
(b) of this Section for investnent in qualified property
which is placed in service by a Departnent of Conmerce
and Community Affairs designated Hi gh | npact Business.
The credit shall be .5%of the basis for such property.
The credit shall not be available wuntil the m nimum
investnments in qualified property set forth in Section

5.5 of the Illinois Enterprise Zone Act have been
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satisfied and shall not be allowed to the extent that it
woul d reduce a taxpayer's liability for the tax inposed
by subsections (a) and (b) of this Section to bel ow zero.
The <credit applicable to such mnimminvestnents shal
be taken in the taxable year in which such mninmm
i nvest ment s have been conpl et ed. The credit for
addi tional investnents beyond the m ninmuminvestnent by a
desi gnat ed hi gh inpact business shall be available only
in the taxable year in which the property is placed in
service and shall not be allowed to the extent that it
woul d reduce a taxpayer's liability for the tax inposed
by subsections (a) and (b) of this Section to bel ow zero.
For tax years ending on or after Decenber 31, 1987, 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 Iliability as
| ater anmended, such excess nmay be carried forward and
applied to the tax liability of the 5 taxable years
followng the excess credit year. The credit shall be
applied to the wearliest year for which there is a
l[Tability. If there is credit fromnore than one tax
year that is available to offset a liability, the credit
accruing first in time shall be applied first.

Changes made in this subdivision (h)(1) by Public
Act 88-670 restore changes nmade by Public Act 85-1182 and
reflect existing | aw.

(2) The term qualified property neans property
whi ch:

(A is tangible, whet her new or used,
including buildings and structural conponents of
bui | di ngs;

(B) is depreciable pursuant to Section 167 of

the Internal Revenue Code, except that "3-year
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property” as defined in Section 168(c)(2)(A) of that

Code is not eligible for the credit provided by this

subsection (h);

(© is acquired by purchase as defined in

Section 179(d) of the Internal Revenue Code; and

(D) is not eligible for the Enterprise Zone

I nvestnent Credit provided by subsection (f) of this

Secti on.

(3) The basis of qualified property shall be the
basis used to conpute the depreciation deduction for
federal incone tax purposes.

(4) If the basis of the property for federal incone
tax depreciation purposes is increased after it has been
pl aced in service in a federally designated Foreign Trade
Zone or Sub-Zone located in Illinois by the taxpayer, the
anount of such increase shall be deened property placed
in service on the date of such increase in basis.

(5 The term "placed in service" shall have the
sane neani ng as under Section 46 of the Internal Revenue
Code.

(6) If during any taxable year ending on or before
Decenber 31, 1996, any property ceases to be qualified
property in the hands of the taxpayer w thin 48 nonths
after being placed in service, or the situs of any
qualified property is noved outside Illinois within 48
mont hs after being placed in service, the tax inposed
under subsections (a) and (b) of this Section for such
t axabl e year shall be increased. Such increase shall be
determ ned by (i) reconputing the investnent credit which
woul d have been allowed for the year in which credit for
such property was originally allowed by elimnating such
property from such conputation, and (ii) subtracting such
reconputed credit from the anount of credit previously

all owed. For the purposes of this paragraph (6), a
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reduction of the basis of qualified property resulting

froma redeterm nation of the purchase price shall be

deened a disposition of qualified property to the extent
of such reducti on.
(7) Beginning with tax years ending after Decenber

31, 1996, if a taxpayer qualifies for the credit under

this subsection (h) and thereby is granted a tax

abatenent and the taxpayer relocates its entire facility
in violation of the explicit ternms and length of the
contract under Section 18-183 of the Property Tax Code,
the tax inposed under subsections (a) and (b) of this

Section shall be increased for the taxable year in which

the taxpayer relocated its facility by an anmount equal to

t he amount of credit received by the taxpayer under this

subsection (h).

(i) Acredit shall be allowed agai nst the tax inposed by
subsections (a) and (b) of this Section for the tax inposed
by subsections (c) and (d) of this Section. This credit
shal | be conputed by nmultiplying the tax inposed by
subsections (c) and (d) of this Section by a fraction, the
nunerator of which is base incone allocable to Illinois and
t he denom nator of which is Illinois base income, and further
mul tiplying the product by the tax rate i nposed by
subsections (a) and (b) of this Section.

Any credit earned on or after Decenber 31, 1986 under
this subsection which is unused in the year the credit is
conputed because it exceeds the tax liability inposed by
subsections (a) and (b) for that year (whether it exceeds the
original liability or the liability as | ater anended) may be
carried forward and applied to the tax liability inposed by
subsections (a) and (b) of the 5 taxable years followng the
excess credit year. This credit shall be applied first to
the earliest year for which there is a liability. If there

is a credit under this subsection fromnore than one tax year
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that is available to offset a liability the earliest credit
arising under this subsection shall be applied first.

| f, during any taxable year ending on or after Decenber
31, 1986, the tax inposed by subsections (c) and (d) of this
Section for which a taxpayer has clained a credit under this
subsection (i) is reduced, the anmount of credit for such tax
shal |l al so be reduced. Such reduction shall be determ ned by
reconputing the credit to take into account the reduced tax
i nposed by subsection (c) and (d). |[If any portion of the
reduced anount of credit has been carried to a different
taxable vyear, an anended return shall be filed for such
taxabl e year to reduce the anount of credit clained.

(j) Training expense credit. Beginning wth tax years
ending on or after Decenber 31, 1986, a taxpayer shall be
allowed a credit against the tax inposed by subsection (a)

and (b) under this Section for all anpbunts paid or accrued,

on behalf of all persons enployed by the taxpayer in Illinois
or Illinois residents enployed outside of Illinois by a
t axpayer, for educat i onal or vocational training in

sem -technical or technical fields or sem-skilled or skilled
fields, which were deducted from gross incone in t he
conputation of taxable incone. The credit against the tax
i nposed by subsections (a) and (b) shall be 1.6% of such
training expenses. For partners, sharehol ders of subchapter
S corporations, and owners of limted liability conpanies, if
the liability conmpany is treated as a partnership for
pur poses of federal and State i ncone taxation, there shall be
allowed a credit under this subsection (j) to be determ ned
in accordance wth t he determ nation of incone and
di stributive share of inconme under Sections 702 and 704 and
subchapter S of the Internal Revenue Code.

Any credit allowed under this subsection which is unused
in the year the credit is earned may be carried forward to

each of the 5 taxable years follow ng the year for which the
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credit is first conmputed until it is used. This credit shal
be applied first to the earliest year for which there is a
l[Tability. If there is a credit under this subsection from
nore than one tax year that is available to offset a
ltability the wearliest credit arising under this subsection
shall be applied first.

(k) Research and devel opnent credit.

Beginning wwth tax years ending after July 1, 1990, a
taxpayer shall be allowed a credit against the tax inposed by
subsections (a) and (b) of this Section for increasing
research activities in this State. The credit allowed
agai nst the tax inposed by subsections (a) and (b) shall be
equal to 6 1/2% of the qualifying expenditures for increasing
research activities in this State. For partners, sharehol ders

of subchapter S corporations, and owners of limted liability

conpani es, if the liability conpany is treated as a
partnership for purposes of federal and State i ncome
t axati on, there shall be allowed a credit wunder this
subsection to be determ ned in accordance wth t he

determnation of inconme and distributive share of incone
under Sections 702 and 704 and subchapter S of the Internal
Revenue Code.

For purposes of this subsection:;

"Qualifying expendi t ur es” means t he qual i fyi ng
expenditures as defined for the federal credit for increasing
research activities which would be all owabl e under Section 41
of the Internal Revenue Code and which are conducted in this
State.;

"Qualifying expendi tures for i ncreasi ng research

activities in this State" neans, at the election of the

taxpayer, either (1) the excess of qualifying expenditures

for the taxable year in which incurred over qualifying

expenditures for the base period or_ (2) as an alternate

credit, for taxable years ending on or after Decenber 31,
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2001, the qualifying expenditures for the taxable vyear

incurred in this State conputed in a manner consistent with

the alternative increnental <credit described in section

41(c)(4) of the Internal Revenue Code. The taxpayer nmay neke

this election regardless of the nethod used f or t he

t axpayer's federal incone tax. An election is for the tax

vear, and the taxpayer may use another or the sane nethod for

any subsequent vyear. For purposes of the alternate credit

conputation, the credit percentages applicable to qualified

research expenses described in clauses (i), (ii), and (iii)

of section 41(c)(4)(A) of the Internal Revenue Code are

1.65% 2.20% and 2.75% respectively.:

"Qual i fying expenditures for the base period" neans the
average of the qualifying expenditures for each year in the
base period, and "base period" nmeans the 3 taxable years
i mredi ately pr ecedi ng the taxable year for which the
determ nation is being nade.

Any credit in excess of the tax liability for the taxable
year may be carried forward. A taxpayer may el ect to have the
unused credit shown on its final conpleted return carried
over as a credit against the tax liability for the foll ow ng
5 taxable years or until it has been fully wused, whichever
occurs first.

If an wunused credit is carried forward to a given year
from2 or nore earlier years, that <credit arising in the
earliest year will be applied first against the tax liability
for the given year. |If atax liability for the given year
still remains, the credit fromthe next earliest year wll
then be applied, and so on, until all credits have been used
or no tax liability for +the given year renains. Any
remai ni ng unused credit or credits then wll be carried
forward to the next followng year in which a tax liability
is incurred, except that no credit can be carried forward to

a year which is nore than 5 years after the year in which the
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expense for which the credit is given was incurred.

Unl ess extended by law, the <credit shall not include
costs incurred after Decenber 31, 2009 2004, except for costs
incurred pursuant to a binding contract entered into on or
bef ore Decenber 31, 2009 2004.

No inference shall be drawn fromthis amendatory Act of
the 91st Ceneral Assenbly in construing this Section for
t axabl e years begi nni ng before January 1, 1999.

(1) Environmental Renediation Tax Credit.

(1) For tax years ending after Decenber 31, 1997
and on or before Decenber 31, 2001, a taxpayer shall be
allowed a «credit against the tax inposed by subsections
(a) and (b) of this Section for certain anmounts paid for
unrei nbursed eligible renediation costs, as specified in
this subsection. For pur poses of this Section,
"unreinbursed eligible renediation costs" neans costs
approved by the Illinois Environnental Protection Agency
("Agency") wunder Section 58.14 of the Environnental
Protection Act that were paid in perform ng environnmental
remedi ation at a site for which a No Further Renedi ation
Letter was issued by the Agency and recorded under
Section 58.10 of the Environnental Protection Act. The
credit must be clained for the taxable year in which
Agency approval of the eligible renediation costs is
granted. The credit is not available to any taxpayer if
the taxpayer or any related party caused or contributed
to, in any material respect, a release of regulated
substances on, in, or under the site that was identified
and addressed by the renedial action pursuant to the Site
Renedi ati on Program of the Environnental Protection Act.
After the Pollution Control Board rules are adopted
pursuant to the Illinois Adm nistrative Procedure Act for
the adm ni stration and enforcenent of Section 58.9 of the

Envi ronnental Protection Act, determ nations as to credit
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availability for purposes of this Section shall be nade
consistent with those rules. For purposes of this
Section, "t axpayer"” i ncl udes a person whose tax

attributes the taxpayer has succeeded to under Section
381 of the Internal Revenue Code and "related party”
i ncl udes the persons disallowed a deduction for |osses by
paragraphs (b), (c), and (f)(1) of Section 267 of the
Internal Revenue Code by virtue of being a related
t axpayer, as well as any of its partners. The credit
allowed against the tax inposed by subsections (a) and
(b) shall be equal to 25%of the wunreinbursed eligible
remedi ation costs in excess of $100,000 per site, except
that the $100, 000 threshold shall not apply to any site
contained in an enterprise zone as determ ned by the
Depart ment of Comrerce and Community Affairs. The total
credit allowed shall not exceed $40,000 per year with a
maxi mum total of $150,000 per site. For partners and
shar ehol ders of subchapter S corporations, there shall be
allowed a credit under this subsection to be determ ned
in accordance with the determnation of incone and
di stributive share of inconme under Sections 702 and 704
and eof subchapter S of the Internal Revenue Code.

(i) Acredit allowed under this subsection that is
unused in the year the credit is earned may be carried
forward to each of the 5 taxable years follow ng the year
for which the credit is first earned until it 1is wused.
The term "unused credit" does not include any anmounts of
unrei nbursed eligible remedi ation costs in excess of the
maxi mum credit per site authorized under paragraph (i).
This credit shall be applied first to the earliest year
for which there is aliability. |If there is a credit
under this subsection fromnore than one tax year that is
available to offset a liability, the wearliest <credit

arising under this subsection shall be applied first. A
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credit allowed under this subsection may be sold to a
buyer as part of a sale of all or part of the renediation
site for which the credit was granted. The purchaser of
a renediation site and the tax credit shall succeed to
the wunused credit and remaining carry-forward period of
the seller. To perfect the transfer, the assignor shal
record the transfer in the chain of title for the site
and provide witten notice to the Dorector of the
II'linois Departnent of Revenue of the assignor's intent
to sell the renediation site and the anount of the tax
credit to be transferred as a portion of the sale. 1In no
event may a credit be transferred to any taxpayer if the
taxpayer or a related party would not be eligible under
t he provisions of subsection (i).

(ti1) For purposes of this Section, the term"site"
shal | have the sane neaning as under Section 58.2 of the
Envi ronnmental Protection Act.

(m Education expense credit.

Beginning wth tax years ending after Decenber 31, 1999,
a taxpayer who is the custodian of one or nore qualifying
pupils shall be allowed a credit against the tax inposed by
subsections (a) and (b) of this Section for qualified
education expenses incurred on behalf of the qualifying
pupi | s. The «credit shall be equal to 25%of qualified
education expenses, but in no event may the total «credit
under this Section clainmed by a famly that is the custodi an
of qualifying pupils exceed $500. In no event shall a credit
under this subsection reduce the taxpayer's liability under
this Act to less than zero. This subsection is exenpt from
the provisions of Section 250 of this Act.

For purposes of this subsection;

"Qualifying pupi |l s" means individuals who (i) are
residents of the State of Illinois, (ii) are under the age of

21 at the close of the school year for which a credit is
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sought, and (iii) during the school year for which a credit
is sought were full-tinme pupils enrolled in a Kkindergarten
through twelfth grade education programat any school, as
defined in this subsection.

"Qualified education expense" neans the anount incurred
on behalf of a qualifying pupil in excess of $250 for

tuition, book fees, and |lab fees at the school in which the

pupil is enrolled during the regular school year.
"School"™ neans any public or nonpublic elenentary or
secondary school in Illinois that is in conpliance with Title

VI of the Cvil R ghts Act of 1964 and attendance at which
satisfies the requirenents of Section 26-1 of the School
Code, except that nothing shall be construed to require a
child to attend any particular public or nonpublic school to
qualify for the credit under this Section.

"Custodi an" neans, with respect to qualifying pupils, an
IIlinois resident who is a parent, the parents, a |egal
guardi an, or the |egal guardians of the qualifying pupils.
(Source: P.A 90-123, eff. 7-21-97; 90-458, eff. 8-17-97
90-605, eff. 6-30-98; 90-655, eff. 7-30-98; 90-717, eff.
8-7-98; 90-792, eff. 1-1-99; 91-9, eff. 1-1-00; 91-357, eff.
7-29-99; 91-643, eff. 8-20-99; 91-644, eff. 8-20-99; 91-860,
eff. 6-22-00; 91-913, eff. 1-1-01; revised 10-24-00.)
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