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AMENDMENT TO SENATE BI LL 1176

AMENDMENT NO. . Anend Senate Bill 1176, AS ANMENDED,

by replacing Section 10 of the bill with the foll ow ng:

"Section 10. The Illinois Incone Tax Act is anended by
changi ng Sections 201, 202, 203, 209, 502, 506, 601.1, 701,
905, 911, and 1501 and by adding Section 911.2 as foll ows:

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

Sec. 201. Tax | 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 follows, 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.
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(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
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 inconme in or as a resident

of this State. The Personal Property Tax Repl acenent |nconme
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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
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 nation 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
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foreign insurer's state or country of domcile if that net
i nconme 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 inposed 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 nmnutual
i nsurer under conmmon managenent.

(1) For the purposes of subsection (d-1), in no
event shall the sum of the rates of tax inposed by
subsections (b) and (d) be reduced below the rate at
whi ch the sum of:

(A) the total anount 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
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Section 250.
(e) Investment «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
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 I1llinois 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 investnment credit shall not be allowed to the extent
that it would reduce a taxpayer's liability in any tax
year below zero, nor my 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
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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 anended, 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
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
which 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
shall be applied first.

(2) The term"qualified property" means 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 land or inprovenents to real property that

are not a structural conponent of a building such as
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| 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
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" neans the material staging and production
of tangible personal property by procedures comonly
regarded as manufacturing, processing, fabrication, or
assenbling which changes sone existing nmaterial 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 incone

tax depreciation purposes is increased after it has been
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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
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
allowed. 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
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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 nmake this election on its
Personal Property Tax Replacenent Inconme Tax return for
that taxable year. The &election to pass through the
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
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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)
of this Section to bel ow 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 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
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;


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

- 11- LRB9205953SMpkam

(D) is usedin the Enterprise Zone by the

t axpayer; and

(E) has not been 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 inconme
tax depreciation purposes is increased after it has been
pl aced in service in the Enterprise Zone by the taxpayer,
the anobunt 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.
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(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 Departnment 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.

(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 enploynent 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
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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

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 liability 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.
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(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
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 nment 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
lTability. 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.
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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 nmneans 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 (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
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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

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 t ax

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.
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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
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 inconme 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
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S corporations, and owners of limted liability conpanies, if
the liability conmpany is treated as a partnership for
pur poses of federal and State incone taxation, there shall be
allowed a credit under this subsection (j) to be determ ned
in accordance wth the determnation of income 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
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
nmore than one tax year that is available to offset a
l[tability 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
t axpayer 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 pur poses of this subsecti on, "qualifying

expendi tures” neans the qualifying expenditures as defined
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for the federal «credit for increasing research activities
whi ch woul d be all owabl e under Section 41 of the Internal
Revenue Code and which are conducted in this State,
"qualifying expenditures for increasing research activities
in this State" neans the excess of qualifying expenditures
for the taxable year in which incurred over qualifying
expenditures for the base period, "qualifying 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 immediately preceding the
t axabl e 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 follow ng
5 taxable years or until it has been fully used, whichever
occurs first.

| f an unused credit is carried forward to a given year
from 2 or nore earlier years, that credit arising in the
earliest year will be applied first against the tax liability
for the given year. |If a tax 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 ning unused credit or credits then wll be carried
forward to the next following 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
expense for which the credit is given was incurred.

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

No inference shall be drawn fromthis amendatory Act of
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the 91st Ceneral Assenbly in construing this Section for

t axabl e years begi nning 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

availability for purposes of this Section shall be nade
consistent wth 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
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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 inconme 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 vyear 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
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
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record the transfer in the chain of title for the site

and provide witten notice to the Drector 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
pupils. The <credit shall be equal to 25%of qualified
education expenses, but in no event may the total «credit
under this subsection Seetioen clained by a famly that is the
cust odi an of qualifying pupils exceed $500. In no event shal
a credit under this subsection reduce the taxpayer's
[tability under this Act to less than zero. This subsection
is exenpt fromthe provisions of Section 250 of this Act.

For purposes of this subsection;

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

pupil is enrolled during the regular school year.
"School" nmeans 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.)

(35 I'LCS 5/202) (from Ch. 120, par. 2-202)

Sec. 202. Net Income Defined. In general. For purposes of
this Act, a taxpayer's net inconme for a taxable year shall be
that portion of his base incone for such year exeept--noney
and- - ot her - - beneftts;-ot her-than-sal ary;-recetved-by-a-driver
i n-a-rt deshart ng- ar r angenent - usk ng- a- npt or-vehiele; which is
allocable to this State under the provisions of Article 3,
| ess the standard exenption allowed by Section 204 and the
deduction all owed by Section 207.

(Source: P.A 85-731.)

(35 I LCS 5/203) (from Ch. 120, par. 2-203)
Sec. 203. Base incone defined.
(a) Individuals.
(1) In general. 1In the case of an individual, base

i ncone nmeans an anount equal to the taxpayer's adjusted
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gross incone for the taxable year as nodified by
par agraph (2).

(2) Modifications. The adjusted gross incone
referred to in paragraph (1) shall be nodified by adding
thereto the sumof the foll ow ng anounts:

(A) An amount equal to all anmounts paid or
accrued to the taxpayer as interest or dividends
during the taxable year to the extent excluded from
gross incone in the conputation of adjusted gross
i ncone, except stock dividends of qualified public
utilities described in Section 305(e) of t he
I nt ernal Revenue Code;

(B) An amount equal to the anmount of tax
i nposed by this Act to the extent deducted from
gross incone in the conputation of adjusted gross
i ncone for the taxable year;

(© An amobunt equal to the anount received
during the taxable year as a recovery or refund of
real property taxes paid with respect to t he
t axpayer's principal residence under the Revenue Act
of 1939 and for which a deduction was previously
t aken under subparagraph (L) of this paragraph (2)
prior to July 1, 1991, the retrospective application
date of Article 4 of Public Act 87-17. In the case
of multi-unit or multi-use structures and farm
dwel lings, the taxes on the taxpayer's principal
residence shall be that portion of the total taxes
for the entire property which is attributable to
such principal residence;

(D) An amount equal to the anount of the
capital gain deduction allowable under the Internal
Revenue Code, to the extent deducted from gross
incone in the conputation of adjusted gross incone;

(D-5) An anount, to the extent not included in
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adj usted gross incone, equal to the anmobunt of noney
w t hdrawn by the taxpayer in the taxable year froma
medi cal care savings account and the interest earned
on the account in the taxable year of a w thdrawal
pursuant to subsection (b) of Section 20 of the
Medi cal Care Savings Account Act or subsection (b)
of Section 20 of the Medical Care Savings Account
Act of 2000; and

(D-10) For taxable years ending after Decenber
31, 1997, an anount equal to any eligible
remedi ation costs that the individual deducted in
conputing adjusted gross incone and for which the
individual clains a credit under subsection (l) of
Section 201;

by deducting fromthe total so obtained the sum of

the foll owi ng anounts:

(E) Any armount included in such total in
respect of any conpensation (including but not
l[imted to any conpensation paid or accrued to a
serviceman while a prisoner of war or mssing in
action) paid to a resident by reason of being on
active duty in the Arned Forces of the United States
and in respect of any conpensation paid or accrued
to a resident who as a governnental enployee was a
prisoner of war or mssing in action, and in respect
of any conpensation paid to a resident in 1971 or
thereafter for annual training performed pursuant to
Sections 502 and 503, Title 32, United States Code
as a nenber of the Illinois National CGuard,

(F) An anobunt equal to all anounts included in
such total pursuant to the provisions of Sections
402(a), 402(c), 403(a), 403(b), 406(a), 407(a), and
408 of the Internal Revenue Code, or included in

such total as distributions under the provisions of
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any retirenent or disability plan for enpl oyees of
any governnental agency or unit, or retirenent
paynents to retired partners, which paynents are
excl uded in conputing net earnings from self
enpl oynment by Section 1402 of the Internal Revenue
Code and regul ati ons adopted pursuant thereto;

(G The valuation limtation anount;

(H An armount equal to the anount of any tax
inposed by this Act which was refunded to the
taxpayer and included in such total for the taxable
year;

(I') An anpbunt equal to all anounts included in
such total pursuant to the provisions of Section 111
of the Internal Revenue Code as a recovery of itens
previously deducted from adjusted gross incone in
t he conputation of taxable incone;

(J) An anount equal to t hose di vi dends
i ncl uded in such total which were paid by a
corporation which conducts business operations in an
Enterprise Zone or zones created under the Illinois
Enterprise Zone Act, and conducts substantially al
of its operations in an Enterprise Zone or zones;

(K)y An armount equal to t hose di vi dends
i ncl uded in such total that were paid by a
corporation that conducts business operations in a
federally designated Foreign Trade Zone or Sub-Zone
and that 1is designated a H gh Inpact Business
located in Illinois; provi ded t hat di vi dends
eligible for the deduction provided in subparagraph
(J) of paragraph (2) of this subsection shall not be
eligible for the deduction provided under this
subpar agr aph (K)

(L) For taxable years ending after Decenber

31, 1983, an amount equal to all social security
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benefits and railroad retirenment benefits included
in such total pursuant to Sections 72(r) and 86 of
the I nternal Revenue Code;

(M Wth the exception of any anount s
subtracted wunder subparagraph (N), an anobunt equa
to the sumof all anounts disallowed as deductions
by (i) Sections 171(a) (2), and 265(2) of the
I nternal Revenue Code of 1954, as now or hereafter
anended, and all anmounts of expenses allocable to
interest and disallowed as deductions by Section
265(1) of the Internal Revenue Code of 1954, as now
or hereafter anended; and (ii) for taxable years
endi ng on or after August 13, 1999, Sections
171(a)(2), 265, 280C, and 832(b)(5)(B)(i) of the
| nt er nal Revenue Code; the provisions of this
subparagraph are exenpt from the provisions of
Section 250;

(N) An amount equal to all anmounts included in
such total which are exenpt from taxation by this
State ei t her by reason of its statutes or
Constitution or by reason of the Constitution,
treaties or statutes of the United States; provided
that, in the case of any statute of this State that
exenpts incone derived from bonds or ot her
obligations fromthe tax inposed under this Act, the
anount exenpted shall be the interest net of bond
prem um anorti zation

(O An amobunt equal to any contribution nade
to a job training project established pursuant to
the Tax Increnment Allocation Redevel opnent Act;

(P) An amobunt equal to the amount of the
deduction wused to conpute the federal incone tax
credit for restoration of substantial amunts held

under claim of right for the taxable year pursuant
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to Section 1341 of the Internal Revenue Code of

1986;

(Q An amobunt equal to any anmounts included in
such total, recei ved by the taxpayer as an
acceleration in the paynent of |ife, endownent or

annuity benefits in advance of the tinme they would
ot herwi se be payable as an indemity for a term nal
illness;

(RN An anount equal to the anount of any
federal or State bonus paid to veterans of the
Persian Gul f War;

(S An anount, to the extent included in
adjusted gross inconme, -equal to the anount of a
contribution nade in the taxable year on behalf of
the taxpayer to a nedical care savinhgs account
establ i shed under the Medical Care Savings Account
Act or the Medical Care Savings Account Act of 2000
to the extent the contribution is accepted by the
account adm nistrator as provided in that Act;

(T) An anount, to the extent included in
adjusted gross incone, equal to the anount of
interest earned in the taxable year on a nedica
care savi ngs account established under the Medical
Care Savi ngs Account Act or the Medical Care Savings
Account Act of 2000 on behal f of the taxpayer, other
than interest added pursuant to item (D-5) of this
par agr aph (2);

(U) For one taxable year beginning on or after
January 1, 1994, an anmount equal to the total anopunt
of tax inposed and paid under subsections (a) and
(b) of Section 201 of +this Act on grant anounts
received by the taxpayer wunder the Nursing Honme
Grant Assistance Act during the taxpayer's taxable

years 1992 and 1993;
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(V) Beginning wwth tax years ending on or
after Decenber 31, 1995 and ending with tax years
endi ng on or before Decenber 31, 2004, an anount
equal to the anobunt paid by a taxpayer who is a
sel f-enpl oyed taxpayer, a partner of a partnershinp,
or a shareholder in a Subchapter S corporation for
health insurance or long-term care insurance for
t hat t axpayer or t hat t axpayer's spouse or
dependents, to the extent that the anobunt paid for
that health insurance or long-termcare insurance
may be deducted under Section 213 of the Internal
Revenue Code of 1986, has not been deducted on the
federal income tax return of the taxpayer, and does
not exceed the taxable incone attributable to that
t axpayer's incone, sel f - enpl oynent i ncone, or
Subchapter S corporation incone; except that no
deduction shall be allowed under this item (V) if
the taxpayer is eligible to participate in any
heal th insurance or |ong-termcare insurance plan of
an enployer of the taxpayer or the taxpayer's
spouse. The anmpbunt of the health insurance and
| ong-term care insurance subtracted under this item
(V) shall be determined by nultiplying total health
i nsurance and |l ong-termcare insurance prem uns paid
by the taxpayer times a nunber that represents the
fractional percentage of eligible nedical expenses
under Section 213 of the Internal Revenue Code of
1986 not actually deducted on the taxpayer's federal
i ncome tax return;

(W For taxable years beginning on or after
January 1, 1998, all amounts included in the
t axpayer's federal gross incone in the taxable vyear
from anmounts converted froma regular IRAto a Roth

| RA. This paragraph is exenpt fromthe provisions of
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Section 250; and

(X) For taxable year 1999 and thereafter, an
anount equal to the anmpbunt of any (i) distributions,
to the extent includible in gross incone for federal
i ncone tax purposes, made to the taxpayer because of
his or her status as a victimof persecution for
racial or religious reasons by Nazi Germany or any
other Axis regine or as an heir of the victimand
(1i) items of incone, to the extent includible in
gr oss incone for federal inconme tax purposes,
attributable to, derived fromor in any way related
to assets stolen from hidden from or otherw se
lost to a wvictim of persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime i medi ately prior to, during, and i nmediately
after World War 11, including, but not |imted to,
interest on the proceeds receivable as insurance
under policies issued to a victimof persecution for
racial or religious reasons by Nazi Germany or any
other Axis reginme by European insurance conpanies
imediately prior to and during Wrld War I
provi ded, however, this subtraction from federa
adjusted gross incone does not apply to assets
acquired with such assets or with the proceeds from
the sale of such assets; provided, further, this
par agraph shall only apply to a taxpayer who was the
first recipient of such assets after their recovery
and who is a victimof persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime or as an heir of the victim The anmount of
and the eligibility for any public assistance,
benefit, or simlar entitlenment is not affected by
t he inclusion of itens (i) and (ii) of this

paragraph in gross income for federal inconme tax
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pur poses. This paragraph is exenpt from the
provi sions of Section 250; and

(YY) Any amount included in adjusted gross

i ncone, other than salary, received by a driver in a

ri deshari ng arrangenent using a notor vehicle.

Cor por ati ons.

(1) 1In general. 1In the case of a corporation, base

i ncone neans an anount equal to the taxpayer's taxable

i ncone for the taxable year as nodified by paragraph (2).

(2) Modifications. The taxable inconme referred to

in paragraph (1) shall be nodified by adding thereto the

sum of the follow ng anounts:

(A) An amount equal to all anmounts paid or
accrued to the taxpayer as interest and al
distributions received from regulated investnent
conpanies during the taxable year to the extent
excluded fromgross inconme in the conputation of
t axabl e i ncone;

(B) An amount equal to the anmount of tax
i nposed by this Act to the extent deducted from
gross incone in the conputation of taxable inconme
for the taxable year

(O Inthe case of a regulated investnent
conpany, an anount equal to the excess of (i) the
net long-termcapital gain for the taxable year,
over (ii) the amount of the capital gain dividends
designated as such in accordance wth Section
852(b)(3)(C) of the Internal Revenue Code and any
anount desi gnated under Section 852(b)(3)(D) of the
Internal Revenue Code, attributable to the taxable
year (this anendatory Act of 1995 (Public Act 89-89)
is declarative of existing law and is not a new
enact nent) ;

(D) The amount of any net operating |oss
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deduction taken in arriving at taxable incone, other
than a net operating loss carried forward froma
t axabl e year ending prior to Decenber 31, 1986;

(E) For taxable years in which a net operating
| oss carryback or carryforward froma taxable year
ending prior to Decenber 31, 1986 is an el enent of
t axabl e i ncome under paragraph (1) of subsection (e)
or subparagraph (E) of paragraph (2) of subsection
(e), the amount by which addition nodifications
ot her than those provided by this subparagraph (E)
exceeded subtraction nodifications in such earlier
taxable year, with the following limtations applied
in the order that they are |isted:

(1) the addition nodification relating to
the net operating |oss carried back or forward
to the taxable year from any taxable year
ending prior to Decenber 31, 1986 shall be
reduced by the anmount of addition nodification
under this subparagraph (E) which related to
that net operating |loss and which was taken
into account in calculating the base income of
an earlier taxable year, and

(i) the addition nodification relating
to the net operating loss carried back or
forward to the taxable year from any taxable
year ending prior to Decenmber 31, 1986 shal
not exceed the anount of such carryback or
carryforward,

For taxable years in which there is a net
operating |oss carryback or carryforward from nore
t han one other taxable year ending prior to Decenber
31, 1986, the addition nodification provided in this
subparagraph (E) shall be the sum of the anounts

conput ed i ndependent |y under t he pr ecedi ng
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provi sions of this subparagraph (E) for each such
t axabl e year; and

(E-5) For taxable years ending after Decenber
31, 1997, an anount equal to any eligible
remedi ation costs that the corporation deducted in
conputing adjusted gross incone and for which the
corporation clains a credit under subsection (I) of

Section 201;

and by deducting fromthe total so obtained the sum of

the foll owi ng anounts:

(F) An anount equal to the anpbunt of any tax
inposed by this Act which was refunded to the
taxpayer and included in such total for the taxable
year;

(G An amobunt equal to any anount included in
such total under Section 78 of the Internal Revenue
Code,;

(H Inthe case of a regulated investnent
conpany, an anount equal to the anpbunt of exenpt
i nterest dividends as defined in subsection (b) (5)
of Section 852 of the Internal Revenue Code, paid to
sharehol ders for the taxable year;

() Wth t he exception of any anounts
subtract ed under subparagraph (J), an anount equa
to the sumof all anounts disallowed as deductions
by (i) Sections 171(a) (2), and 265(a)(2) and
anounts disallowed as interest expense by Section
291(a)(3) of the Internal Revenue Code, as now or
hereafter anended, and all anmounts of expenses
all ocable to interest and disallowed as deductions
by Section 265(a)(1) of the Internal Revenue Code,
as now or hereafter anended; and (ii) for taxable
years ending on or after August 13, 1999, Sections

171(a) (2), 265, 280C, 291(a)(3), and 832(b)(5)(B)(i)
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of the Internal Revenue Code; the provisions of this
subparagraph are exenpt from the provisions of
Section 250;

(J) An amobunt equal to all anmounts included in
such total which are exenpt from taxation by this
State ei t her by reason of its statutes or
Constitution or by reason of the Constitution,
treaties or statutes of the United States; provided
that, in the case of any statute of this State that
exenpts incone derived from bonds or ot her
obligations fromthe tax inposed under this Act, the
anount exenpted shall be the interest net of bond
prem um anorti zation

(K)y An armount equal to t hose di vi dends
i ncl uded in such total which were paid by a
corporation which conducts business operations in an
Enterprise Zone or zones created under the Illinois
Enterprise Zone Act and conducts substantially al
of its operations in an Enterprise Zone or zones;

(L) An armount equal to t hose di vi dends
i ncl uded in such total that were paid by a
corporation that conducts business operations in a
federally designated Foreign Trade Zone or Sub-Zone
and that 1is designated a H gh Inpact Business
located in Illinois; provi ded t hat di vi dends
eligible for the deduction provided in subparagraph
(K) of paragraph 2 of this subsection shall not be
eligible for the deduction provided under this
subpar agraph (L);

(M For any taxpayer that 1is a financial
organi zation within the neani ng of Section 304(c) of
this Act, an anount included in such total as
interest incone froma loan or loans nmade by such

taxpayer to a borrower, to the extent that such a
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| oan is secured by property which is eligible for
the Enterprise Zone Investnent Credit. To determ ne
the portion of a loan or loans that is secured by
property eligible for a Section 201(f) 201¢ h)
i nvest ment credit to the borrower, the entire
princi pal amount of the |loan or |oans between the
t axpayer and the borrower should be divided into the
basis of the Section 201(f) 204¢h) investnent credit
property which secures the |oan or |oans, using for
this purpose the original basis of such property on
the date that it was placed in service in the
Enterprise Zone. The subtraction nodi fi cation
avai l abl e to taxpayer in any year under this
subsection shall be that portion of the total
interest paid by the borrower wth respect to such
| oan attributable to the eligible property as
cal cul at ed under the previous sentence;

(M1) For any taxpayer that is a financia
organi zation within the nmeani ng of Section 304(c) of
this Act, an anount included in such total as
interest incone froma loan or loans nmade by such
taxpayer to a borrower, to the extent that such a
| oan is secured by property which is eligible for
the H gh Inpact Business Investnent Credit. To
determ ne the portion of a loan or loans that 1is
secured by property eligible for a Section 201(h)
201¢+) investnment credit to the borrower, the entire
princi pal amount of the |loan or |oans between the
t axpayer and the borrower should be divided into the
basis of the Section 201(h) 201¢+) investnent credit
property which secures the |oan or |oans, using for
this purpose the original basis of such property on
the date that it was placed in service in a

federally designated Foreign Trade Zone or Sub-Zone
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located in Illinois. No taxpayer that 1is eligible
for the deduction provided in subparagraph (M of
paragraph (2) of this subsection shall be eligible
for the deduction provided under this subparagraph
(M1). The subtraction nodification available to
t axpayers in any year under this subsection shall be
that portion of +the total interest paid by the
borrower with respect to such loan attributable to
t he eligible property as calculated under the
previ ous sentence;

(N) Two tinmes any contribution made during the
taxabl e year to a designated zone organization to
the extent that the contribution (i) qualifies as a
charitable <contribution wunder subsection (c) of
Section 170 of the Internal Revenue Code and (i)
must, by its terns, be used for a project approved
by the Departnent of Comrerce and Community Affairs
under Section 11 of the Illinois Enterprise Zone
Act ;

(O An amobunt equal to: (i) 85% for taxable
years ending on or before Decenber 31, 1992, or, a
percentage equal to the percentage allowable under
Section 243(a)(l1l) of the Internal Revenue Code of
1986 for taxable years ending after Decenber 31,
1992, of the anmount by which dividends included in
taxabl e i ncone and received froma corporation that
is not <created or organized under the |laws of the
United States or any state or political subdivision
thereof, including, for taxable years ending on or
after Decenber 31, 1988, dividends received or
deened received or paid or deened paid under
Sections 951 through 964 of the Internal Revenue
Code, exceed the anount of the nodification provided

under subparagraph (G of paragraph (2) of this
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subsection (b) which is related to such divi dends;
plus (ii) 100% of the amount by which dividends,
included in taxable incone and received, including,
for taxable years ending on or after Decenber 31,
1988, dividends received or deened received or paid
or deened paid under Sections 951 through 964 of the
I nternal Revenue Code, from any such corporation
specified in clause (i) that would but for the
provi sions of Section 1504 (b) (3) of +the Internal
Revenue Code be treated as a nenber of the
affiliated group which i ncl udes t he di vi dend
reci pient, exceed the amount of the nodification
provi ded under subparagraph (G of paragraph (2) of
this subsection (b) which is related to such
di vi dends;

(P) An anpbunt equal to any contribution nmade
to a job training project established pursuant to
the Tax Increnment Allocation Redevel opnent Act;

(Q An anbunt equal to the amunt of the
deduction wused to conpute the federal incone tax
credit for restoration of substantial amunts held
under claim of right for the taxable year pursuant
to Section 1341 of the |Internal Revenue Code of
1986;

(R In the <case of an attorney-in-fact with
respect to whom an interinsurer or a reciprocal
insurer has nmade the el ection under Section 835 of
the Internal Revenue Code, 26 U S.C. 835, an anount
equal to the excess, if any, of the anobunts paid or
incurred by that interinsurer or reciprocal insurer
in the taxable year to the attorney-in-fact over the
deduction allowed to that interinsurer or reciprocal
insurer with respect to the attorney-in-fact under

Section 835(b) of the Internal Revenue Code for the
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t axabl e year; and
(S) For taxable years ending on or after
Decenber 31, 1997, in the case of a Subchapter S
corporation, an anount equal to all anmounts of
incone allocable to a shareholder subject to the
Personal Property Tax Repl acenent |nconme Tax i nposed
by subsections (c) and (d) of Section 201 of this
Act, including amounts allocable to organi zations
exenpt from federal inconme tax by reason of Section
501(a) of t he | nt er nal Revenue Code. Thi s
subparagraph (S) is exenpt from the provisions of
Section 250.
(3) Special rule. For purposes of paragraph (2)
(A), "gross incone" in the case of a I|ife insurance
conpany, for tax years ending on and after Decenber 31,
1994, shall nean the gross investnent incone for the

t axabl e year.

(c) Trusts and estates.

(1) In general. 1In the case of a trust or estate,
base i ncone neans an amount equal to the taxpayer's
taxable inconme for the taxable year as nodified by
par agraph (2).

(2) Mdifications. Subject to the provisions of
par agr aph (3), the taxable income referred to in
par agraph (1) shall be nodified by adding thereto the sum
of the follow ng anounts:

(A) An anpbunt equal to all anpbunts paid or
accrued to the taxpayer as interest or dividends
during the taxable year to the extent excluded from
gross incone in the conputation of taxable incone;

(B) In the case of (i) an estate, $600; (ii) a
trust which, wunder its governing instrunment, is
required to distribute all of its incone currently,

$300; and (iii) any other trust, $100, but in each
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such case, only to the extent such anmount was
deducted in the conputation of taxable inconeg;

(© An anount equal to the anount of tax
i nposed by this Act to the extent deducted from
gross inconme in the conputation of taxable incone
for the taxable year

(D) The amount of any net operating |oss
deduction taken in arriving at taxable incone, other
than a net operating loss carried forward from a
t axabl e year ending prior to Decenber 31, 1986;

(E) For taxable years in which a net operating
| oss carryback or carryforward froma taxable year
ending prior to Decenber 31, 1986 is an elenent of
t axabl e i ncome under paragraph (1) of subsection (e)
or subparagraph (E) of paragraph (2) of subsection
(e), the amount by which addition nodifications
other than those provided by this subparagraph (E)
exceeded subtraction nodifications in such taxable
year, wth the following [imtations applied in the
order that they are |isted:

(1) the addition nodification relating to
the net operating |oss carried back or forward
to the taxable year from any taxable year
ending prior to Decenber 31, 1986 shall be
reduced by the anmount of addition nodification
under this subparagraph (E) which related to
that net operating |oss and which was taken
into account in calculating the base income of
an earlier taxable year, and

(i) the addition nodification relating
to the net operating loss carried back or
forward to the taxable year from any taxable
year ending prior to Decenber 31, 1986 shal

not exceed the anmount of such carryback or
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carryforward,

For taxable years in which there is a net
operating |oss carryback or carryforward from nore
t han one other taxable year ending prior to Decenber
31, 1986, the addition nodification provided in this
subparagraph (E) shall be the sum of the anobunts
conput ed i ndependent |y under t he pr ecedi ng
provi sions of this subparagraph (E) for each such
t axabl e year;

(F) For taxable years ending on or after
January 1, 1989, an anmount equal to the tax deducted
pursuant to Section 164 of the Internal Revenue Code
if the trust or estate is claimng the sane tax for
purposes of the Illinois foreign tax «credit under
Section 601 of this Act;

(G An anobunt equal to the anobunt of the
capital gain deduction allowable under the Internal
Revenue Code, to the extent deducted from gross
income in the conputation of taxable inconme; and

(G5) For taxable years ending after Decenber
31, 1997, an anount equal to any eligible
remedi ation costs that the trust or estate deducted
in conmputing adjusted gross inconme and for which the
trust or estate clains a credit under subsection (I)
of Section 201;

by deducting fromthe total so obtained the sum of

the foll owi ng anounts:

(H An amount equal to all anmounts included in
such total pursuant to the provisions of Sections
402(a), 402(c), 403(a), 403(b), 406(a), 407(a) and
408 of the Internal Revenue Code or included in such
total as distributions under the provisions of any
retirement or disability plan for enpl oyees of any

governmental agency or unit, or retirenent paynents
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to retired partners, which paynents are excluded in
conputing net earnings from self enploynent by
Section 1402 of the Internal Revenue Code and
regul ati ons adopted pursuant thereto;

(') The valuation limtation anount;

(J) An ampbunt equal to the anount of any tax
inposed by this Act which was refunded to the
t axpayer and included in such total for the taxable
year;

(K) An amobunt equal to all anmounts included in
taxable income as nodified by subparagraphs (A),
(B, (O, (D, (BE), (F) and (G which are exenpt
from taxation by this State either by reason of its
statutes or Constitution or by reason of t he
Constitution, treaties or statutes of the United
States; provided that, in the case of any statute of
this State that exenpts incone derived from bonds or
other obligations fromthe tax inposed under this
Act, the anount exenpted shall be the interest net
of bond prem um anorti zati on;

(L) Wth the exception of any anount s
subtracted wunder subparagraph (K), an anount equa
to the sumof all amounts disallowed as deductions
by (i) Sections 171(a) (2) and 265(a)(2) of the
I nternal Revenue Code, as now or hereafter anended,
and all anounts of expenses allocable to interest
and di sal |l oned as deductions by Section 265(1) of
the Internal Revenue Code of 1954, as now or
hereafter anmended; and (ii) for taxable years ending
on or after August 13, 1999, Sections 171(a)(2),
265, 280C, and 832(b)(5)(B)(i) of +the Internal
Revenue Code; the provisions of this subparagraph
are exenpt fromthe provisions of Section 250;

(M An anount equal to those dividends
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included in such total which were paid by a
corporation which conducts business operations in an
Enterprise Zone or zones created under the Illinois
Enterprise Zone Act and conducts substantially al
of its operations in an Enterprise Zone or Zones;

(N An amount equal to any contribution made
to a job training project established pursuant to
the Tax Increnent Allocation Redevel opnent Act;

(O An anount equal to those dividends
included in such total that were paid by a
corporation that conducts business operations in a
federally designated Foreign Trade Zone or Sub-Zone
and that 1is designated a H gh Inpact Business
| ocat ed in I11inois; provi ded that dividends
eligible for the deduction provided in subparagraph
(M of paragraph (2) of this subsection shall not be
eligible for the deduction provided under this
subpar agraph (O ;

(P) An amount equal to the anount of the
deduction used to conpute the federal incone tax
credit for restoration of substantial anounts held
under claimof right for the taxable year pursuant
to Section 1341 of the Internal Revenue Code of
1986; and

(Q For taxable year 1999 and thereafter, an
anount equal to the anmpbunt of any (i) distributions,
to the extent includible in gross incone for federal
i ncone tax purposes, made to the taxpayer because of
his or her status as a victimof persecution for
racial or religious reasons by Nazi Germany or any
other Axis regine or as an heir of the victimand
(1i) items of incone, to the extent includible in
gr oss incone for federal inconme tax purposes,

attributable to, derived fromor in any way related
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to assets stolen from hidden from or otherw se
lost to a wvictim of persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime i medi ately prior to, during, and i nmediately
after World War 11, including, but not I|imted to,
interest on the proceeds receivable as insurance
under policies issued to a victimof persecution for
racial or religious reasons by Nazi Germany or any
other Axis reginme by European insurance conpanies
i medi ately prior to and during Wrld WVar |1

provi ded, however, this subtraction from federa

adjusted gross incone does not apply to assets
acquired with such assets or with the proceeds from
the sale of such assets; provided, further, this
par agraph shall only apply to a taxpayer who was the
first recipient of such assets after their recovery
and who is a victimof persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime or as an heir of the victim The anmount of
and the eligibility for any public assistance,

benefit, or simlar entitlenment is not affected by

t he inclusion of itens (i) and (ii) of this
paragraph in gross inconme for federal inconme tax
pur poses. Thi s par agr aph is exenpt from the

provi si ons of Section 250.

(3) Limtation. The amunt of any nodification
otherwse required wunder this subsection shall, under
regul ati ons prescribed by the Departnent, be adjusted by
any anounts included therein which were properly paid,
credited, or required to be distributed, or permanently
set aside for charitable purposes pursuant to Interna

Revenue Code Section 642(c) during the taxable year.

(d) Partnerships.

(1) 1In general. In the case of a partnership, base
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incone nmeans an anount equal to the taxpayer's taxable
i ncone for the taxable year as nodified by paragraph (2).

(2) Modifications. The taxable incone referred to
in paragraph (1) shall be nodified by adding thereto the
sum of the follow ng anounts:

(A) An anpbunt equal to all anpbunts paid or
accrued to the taxpayer as interest or dividends
during the taxable year to the extent excluded from
gross incone in the conputation of taxable incone;

(B) An amount equal to the anmount of tax
i nposed by this Act to the extent deducted from
gross incone for the taxable year;

(© The amount of deductions allowed to the
partnership pursuant to Section 707 (c) of the
Internal Revenue Code in calculating its taxable
i nconme; and

(D) An anpbunt equal to the amunt of the
capital gain deduction allowable under the Internal
Revenue Code, to the extent deducted from gross
incone in the conputation of taxable inconeg;

and by deducting fromthe total so obtained the follow ng
anmount s:

(E) The valuation limtation anount;

(F) An amount equal to the anount of any tax
inposed by this Act which was refunded to the
taxpayer and included in such total for the taxable
year;

(G An amobunt equal to all anmounts included in
taxabl e inconme as nodified by subparagraphs (A,
(B), (© and (D) which are exenpt fromtaxation by
this State either by reason of its statutes or
Constitution or by reason of the Constitution,
treaties or statutes of the United States; provided

that, in the case of any statute of this State that
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exenpt s i ncone derived from bonds or other
obligations fromthe tax inposed under this Act, the
anount exenpted shall be the interest net of bond
prem um anorti zation

(H Any i ncome of the partnership which
constitutes personal service incone as defined in
Section 1348 (b) (1) of the Internal Revenue Code
(as in effect Decenmber 31, 1981) or a reasonable
al l onance for conpensation paid or accrued for
services rendered by partners to the partnershinp,
whi chever is greater;

(1) An anpbunt equal to all anmpbunts of incone
distributable to an entity subject to the Personal
Property Tax Replacenent Income Tax inposed by
subsections (c) and (d) of Section 201 of this Act
including anmounts distributable to organizations
exenpt fromfederal incone tax by reason of Section
501(a) of the Internal Revenue Code;

(J) Wth the exception of any anount s
subtracted wunder subparagraph (G, an anount equa
to the sumof all anmounts disallowed as deductions
by (i) Sections 171(a) (2), and 265(2) of the
I nternal Revenue Code of 1954, as now or hereafter
anended, and all anounts of expenses allocable to
interest and disallowed as deductions by Section
265(1) of the Internal Revenue Code, as now or
hereafter anmended; and (ii) for taxable years ending
on or after August 13, 1999, Sections 171(a)(2),
265, 280C, and 832(b)(5)(B)(i) of +the Internal
Revenue Code; the provisions of this subparagraph
are exenpt fromthe provisions of Section 250;

(K)y An anmount equal to t hose di vi dends
i ncl uded in such total which were paid by a

corporation which conducts business operations in an
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Enterprise Zone or zones created under the Illinois
Enterprise Zone Act, enacted by the 82nd General

Assenbly, and conducts substantially all of its

operations whteh--does--not-conduct -sueh- operattons
other-than in an Enterpri se Zone or Zones;

(L) An anpbunt equal to any contribution nmade
to a job training project established pursuant to
t he Real Property Tax | ncr ement Al |l ocation
Redevel opnent Act;

(M An anmount equal to t hose di vi dends
i ncl uded in such total that were paid by a
corporation that conducts business operations in a
federally designated Foreign Trade Zone or Sub-Zone
and that 1is designated a H gh Inpact Business
located in 1llinois; provi ded t hat di vi dends
eligible for the deduction provided in subparagraph
(K) of paragraph (2) of this subsection shall not be
eligible for the deduction provided under this
subpar agraph (M; and

(N  An anbunt equal to the amunt of the
deduction wused to conpute the federal incone tax
credit for restoration of substantial amunts held
under claim of right for the taxable year pursuant
to Section 1341 of the |Internal Revenue Code of

1986.

(e) Goss incone; adjusted gross incone; taxable incone.

(1) In general. Subject to the provisions of
paragraph (2) and subsection (b) (3), for purposes of
this Section and Section 803(e), a taxpayer's gross

income, adjusted gross incone, or taxable incone for the

t axabl e year shall nmean the anount of gross incone,
adj ust ed gr oss i ncome or taxable inconme properly
reportable for federal income tax purposes for the

t axabl e year under the provisions of the Internal Revenue
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Code. Taxable inconme may be | ess than zero. However, for
taxable years ending on or after Decenber 31, 1986, net
operating |l oss carryforwards from taxable years ending
prior to Decenber 31, 1986, may not exceed the sum of
federal taxable inconme for the taxable year before net
operating |oss deduction, plus the excess of addition
nodi fi cations over subtraction nodifications for the
taxabl e year. For taxable years ending prior to Decenber
31, 1986, taxable incone nay never be an anount in excess
of the net operating |loss for the taxable year as defined
in subsections (c) and (d) of Section 172 of the Internal
Revenue Code, provided that when taxable incone of a
corporation (other than a Subchapter S corporation),
trust, or estate is less than zero and addi tion
nodi fications, other than those provided by subparagraph
(E) of paragraph (2) of subsection (b) for corporations
or subparagraph (E) of paragraph (2) of subsection (c)
for trusts and estates, exceed subtraction nodifications,
an addition nodification nust be nmade under t hose
subparagraphs for any other taxable year to which the
taxabl e i ncome less than zero (net operating loss) is
appl i ed under Section 172 of the Internal Revenue Code or
under subpar agr aph (B of paragraph (2) of this
subsection (e) applied in conjunction with Section 172 of
t he Internal Revenue Code.

(2) Special rule. For purposes of paragraph (1) of
this subsection, the taxable income properly reportable
for federal income tax purposes shall nean:

(A) Certain |life insurance conpanies. In the
case of a life insurance conpany subject to the tax

i nposed by Section 801 of the Internal Revenue Code,

life 1insurance conpany taxable inconme, plus the

anmount of distribution from pre-1984 policyhol der

surplus accounts as cal cul ated under Section 8l15a of
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the I nternal Revenue Code;

(B) Certain other insurance conpanies. In the
case of nutual insurance conpanies subject to the
tax i nposed by Section 831 of the Internal Revenue
Code, insurance conpany taxabl e incone;

(© Regulated investnent conpanies. In the
case of a regulated investnent conpany subject to
the tax inposed by Section 852 of the Internal
Revenue Code, investnent conpany taxabl e incone;

(D) Real estate investnment trusts. In the
case of a real estate investnment trust subject to
the tax inposed by Section 857 of the Internal
Revenue Code, real estate investnent trust taxable
i ncone;

(E) Consolidated corporations. In the case of
a corporation which is a nenber of an affiliated
group of corporations filing a consolidated incone
tax return for the taxable year for federal incone
tax purposes, taxable incone determned as if such
corporation had filed a separate return for federa
income tax purposes for the taxable year and each
precedi ng taxabl e year for which it was a nenber of
an affiliated group. For pur poses of this
subpar agraph, the taxpayer's separate taxable incone
shall be determned as if the election provided by
Section 243(b) (2) of the Internal Revenue Code had
been in effect for all such years;

(F) Cooperatives. I n t he case of a
cooperative corporation or association, the taxable
i ncome of such organization determ ned in accordance
with the provisions of Section 1381 through 1388 of
the Internal Revenue Code;

(G Subchapter S corporations. In the case

of: (i) a Subchapter S corporation for which there
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is in effect an election for the taxable year under
Section 1362 of the |Internal Revenue Code, the
taxable income of such corporation determned in
accordance wwth Section 1363(b) of the Internal
Revenue Code, except that taxable incone shall take
into account those itens which are required by
Section 1363(b)(1) of the Internal Revenue Code to
be separately stated; and (ii) a Subchapter S
corporation for which there is in effect a federal
election to opt out of the provisions of the
Subchapter S Revision Act of 1982 and have applied
instead the prior federal Subchapter Srules as in
effect on July 1, 1982, the taxable inconme of such
corporation determned in accordance W th t he
federal Subchapter S rules as in effect on July 1,
1982; and

(H) Partnerships. I n t he case of a
partnership, taxable incone determ ned in accordance
with Section 703 of the Internal Revenue Code,
except that taxable inconme shall take into account
those itens which are required by Section 703(a) (1)
to be separately stated but which would be taken
into account by an individual in calculating his

t axabl e i ncome.

Valuation limtation anmount.

(1) 1In general. The wvaluation limtation anount

referred to in subsections (a) (2) (G, (c¢) (2) (1) and

(d)(2) (E) is an anpunt equal to:

(A) The sum of the pr e- August 1, 1969
appreciation anmounts (to the extent consisting of
gai n reportabl e under the provisions of Section 1245
or 1250 of the Internal Revenue Code) for al
property in respect of which such gain was reported

for the taxable year; plus
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(B) The lesser of (i) the sum  of t he
pre-August 1, 1969 appreciation anounts (to the
extent consisting of capital gain) for all property
in respect of which such gain was reported for
federal income tax purposes for the taxable year, or
(1i) the net capital gain for the taxable year,
reduced in either case by any amount of such gain
included in the anmount determ ned under subsection
(a) (2) (F) or (c) (2) (H.

(2) Pre-August 1, 1969 appreciation anount.

(A If the fair market value of property
referred to in par agr aph (1) was readily
ascertainable on August 1, 1969, the pre-August 1,
1969 appreciation amount for such property is the
| esser of (i) the excess of such fair narket val ue
over the taxpayer's basis (for determ ning gain) for
such property on that date (determ ned under the
I nternal Revenue Code as in effect on that date), or
(1i) the total gain realized and reportable for
federal inconme tax purposes in respect of the sale,
exchange or other disposition of such property.

(B) If the fair market value of property
referred to in paragraph (1) was not readily
ascertainabl e on August 1, 1969, the pre-August 1,
1969 appreciation anount for such property is that
anount which bears the sane ratio to the total gain
reported in respect of +the property for federal
i ncome tax purposes for the taxable year, as the
nunber of full calendar nonths in that part of the
taxpayer's holding period for the property ending
July 31, 1969 bears to the nunber of full cal endar
nmonths in the taxpayer's entire holding period for
the property.

(© The Depart nent shal | prescribe such
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regul ati ons as nmay be necessary to carry out the

pur poses of this paragraph.

(g) Double deductions. Unl ess specifically provided
otherwise, nothing in this Section shall permt the sane item

to be deducted nore than once.

(h) Legislative intention. Except as expressly provided

by this Section there shall be no nodifications or
limtations on the anmounts of incone, gain, |oss or deduction
taken into account in determning gross inconme, adjusted
gross incone or taxable incone for federal incone tax
pur poses for the taxable year, or in the anmount of such itens
entering into the conputation of base incone and net incone
under this Act for such taxable year, whether in respect of
property val ues as of August 1, 1969 or otherw se.
(Source: P.A 90-491, eff. 1-1-98; 90-717, eff. 8-7-98;
90-770, eff. 8-14-98; 91-192, eff. 7-20-99; 91-205, eff.
7-20-99; 91-357, eff. 7-29-99; 91-541, eff. 8-13-99; 91-676,
eff. 12-23-99; 91-845, eff. 6-22-00; 91-913, eff. 1-1-01;
revised 1-15-01.)

(35 I LCS 5/209)

Sec. 209. Tax OCredit for "TECH PREP' youth vocati onal
progr ans.

(a) Beginning with tax years ending on or after June 30,
1995, every t axpayer who IS primarily engaged in
manufacturing is allowed a credit against the tax inposed by
subsections (a) and (b) of Section 201 in an anpbunt equal to
20% of the taxpayer's direct payroll expenditures for which a
credit has not already been clai ned under subsection (j) of
Section 201 of this Act, in the tax year for which the credit
is clainmed, for cooperative secondary school youth vocati onal
prograns in Illinois which are certified as qualifying

TECH PREP prograns by the State Board of Education and--the
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Pepar t rent - - of - - Revenue because the prograns prepare students
to be technically skilled workers and neet the performance
st andar ds of business and industry and the adm ssion
standards of hi gher education. The credit may al so be cl ai ned
for personal services rendered to the taxpayer by a TECH PREP
student or instructor (i) which would be subject to the
provisions of Article 7 of this Act if the student or
instructor was an enpl oyee of the taxpayer and (ii) for which
no credit under this Section is clained by another taxpayer.

(b) If the amunt of the <credit exceeds the t ax
l[tability for the year, the excess may be carried forward and
applied to the tax liability of the 2 taxable years foll ow ng
the excess credit year. The credit shall be applied to the
earliest year for which there is a tax Iliability. [If there
are credits fromnore than one tax year that are available to
offset a liability, the wearlier <credit shall be applied
first.

(c) A taxpayer claimng the credit provided by this
Section shall maintain and record such information regarding
its participation in a qualifying TECH PREP program as the
Departnent nmay require by regulation. Wen claimng the
credit provided by this Section, the taxpayer shall provide
such information regarding the taxpayer's participation in a
qual i fyi ng TECH PREP program as the Departnent of Revenue nmay
require by regqgul ation.

(d) This Section does not apply to those prograns wth
nati onal standards that have been or in the future are
approved by the U S Departnent of Labor, Bur eau of
Apprenticeship Training or any federal agency succeeding to
the responsibilities of that Bureau.

(Source: P.A 88-505; 89-399, eff. 8-20-95.)

(35 ILCS 5/502) (from Ch. 120, par. 5-502)

Sec. 502. Ret urns and noti ces.
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(a) In general. A return with respect to the taxes
inmposed by this Act shall be nmade by every person for any

t axabl e year:
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(1) For which such person is Iliable for a tax
i nposed by this Act, or

(2) In the <case of aresident or in the case of a
corporation which is qualified to do business in this
State, for which such person is required to nmake a
federal income tax return, regardless of whether such
person is liable for a tax inposed by this Act. However,
this paragraph shall not require a resident to nmake a
return if such person has an Illinois base incone of the
basic amount in Section 204(b) or less and is either
cl aimred as a dependent on another person's tax return
under the Internal Revenue Code of 1986, or is clained as
a dependent on another person's tax return under this
Act .

(b) Fiduciaries and receivers.

(1) Decedents. If an individual 1s deceased, any
return or notice required of such individual under this
Act shall be nmade by his executor, admnistrator, or
ot her person charged with the property of such decedent.

(2) Individuals under a di sability. | f an
individual is unable to nake a return or notice required
under this Act, the return or notice required of such
i ndividual shall be nmade by his duly authorized agent,
guardi an, fiduciary or other person charged wth the care
of the person or property of such individual.

(3) Estates and trusts. Returns or notices required
of an estate or a trust shall be made by the fiduciary
t her eof .

(4) Receivers, trustees and assi gnees for
corporations. In a case where a receiver, trustee in

bankruptcy, or assignee, by order of a court of conpetent
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jurisdiction, by operation of law, or otherw se, has
possession of or holds title to all or substantially al
the property or business of a corporation, whether or not
such property or business is being operated, such
recei ver, trustee, or assignee shall nake the returns and
notices required of such corporation in the sanme nmanner
and form as corporations are required to make such
returns and noti ces.

(c) Joint returns by husband and w fe.

(1) Except as provided in paragraph (3), if a
husband and wfe file a joint federal inconme tax return
for a taxable year they shall file a joint return under
this Act for such taxable year and their liabilities
shall be joint and several, but if the federal incone tax
l[itability of either spouse is determned on a separate
federal income tax return, they shall file separate
returns under this Act.

(2) If neither spouse is required to file a federal
incone tax return and either or both are required to file
a return under this Act, they may elect to file separate
or joint returns and pursuant to such election their
ltabilities shall be separate or joint and several.

(3) |If either husband or wife is a resident and the
other is a nonresident, they shall file separate returns
in this State on such fornms as may be required by the
Department in which event their tax liabilities shall be
separate; but they nmay elect to determne their joint net
income and file a joint return as if both were residents
and in such case, their liabilities shall be joint and
sever al

(4) Innocent spouses.

(A) However, for tax liabilities arising and

paid prior to August 13, 1999 the-effective-date--of

t hi s- anendat ory- Act - of - t he- 91st - General - Assenbly, an
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i nnocent spouse shall be relieved of liability for
tax (including interest and penalties) for any
taxabl e year for which a joint return has been made,
upon subm ssion of proof that the Internal Revenue
Service has nmade a determnation wunder Section
6013(e) of the Internal Revenue Code, for the sane
taxable vyear, which determnation relieved t he
spouse from liability for federal incone taxes. |If
there is no federal income tax Iliability at issue
for the sane taxable year, the Departnent shall rely
on the provisions of Section 6013(e) to determ ne
whet her the person requesting i nnocent spouse
abatenment of tax, penalty, and interest is entitled
to that relief.

(B) For tax liabilities arising on and after

August 13, 1999 the--effective--date--of--this

anendat ory- Act - of - t he- 91st - General - Assenbly or which
arose prior to that effeetive date, but remain
unpai d as of that the--effective date, if an
i ndi vidual who filed a joint return for any taxable
year has made an el ection under this paragraph, the
individual's liability for any tax shown on the
joint return shall not exceed the individual's
separate return anount and the individual's
ltability for any deficiency assessed for that
t axabl e year shall not exceed the portion of the
deficiency properly allocable to the individual.
For purposes of this paragraph:
(1) An election properly made pursuant to
Section 6015 of the Internal Revenue Code shal
constitute an election wunder this paragraph,
provi ded t hat the election shall not be
effective until the individual has notified the

Departnent of the election in the form and
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manner prescribed by the Departnent.

(ti) 1f no election has been made under
Section 6015, the individual may nmake an
el ection under this paragraph in the form and
manner prescribed by the Departnent, provided
that no election may be made if the Departnent
finds that assets were transferred between
individuals filing a joint return as part of a
scheme by such individuals to avoid paynent of
Il'linois income tax and the election shall not
elimnate the individual's liability for any
portion of a deficiency attributable to an
error on the return of which the individual had
actual know edge as of the date of filing.

(tit) In determning the separate return
anount or portion of any defi ci ency
attributable to an individual, the Departnent

shall follow the provisions in subsections (c)

and (d) of Section 6015 6015¢(b)-and-{€) of the

| nternal Revenue Code.

(tv) In determning the validity of an
individual's election wunder subparagraph (ii)
and in determning an electing individual's
separate return anount or portion of any
deficiency under subpar agr aph (rit), any
determ nation made by the Secretary of the

Treasury, by the United States Tax Court on

petition for review of a determ nation by the

Secretary of the Treasury, or on appeal from

the United States Tax Court under Section 6015

6015(a) of the Internal Revenue Code regarding
criteria for eligibility or under subsection

(d) of Section 6015 60i15(b)--eor--f(€) of the

Internal Revenue Code regarding the allocation
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of any item of incone, deduction, paynment, or
credit between an individual making the federal
el ection and that individual's spouse shall be
conclusively presuned to be correct. Wth
respect to any itemthat is not the subject of
a determnation by the Secretary of t he

Treasury or t he federal courts, in any

proceeding involving this subsecti on, t he
i ndi vidual making the election shall have the
burden of proof with respect to any item except
that the Departnent shall have the burden of
proof wth respect to itenms in subdivision
(ii).

(v) Any election nmade by an individual
under this subsection shall apply to all years
for which that individual and the spouse naned
in the election have filed a joint return.

(vi) After receiving a notice that the
federal election has been nade or after
receiving an election under subdivision (ii),
the Departnent shall take no collection action
agai nst t he el ecting i ndi vidual for any
l[iability arising froma joint return covered
by the election wuntil the Departnment has
notified the electing individual in witing
that the election is invalid or of the portion
of the liability the Departnment has all ocated
to the electing individual. Wthin 60 days
(150 days if the individual is outside the
United States) after the issuance of such
notification, the individual may file a witten
protest of the denial of the election or of the
Departnment's determnation of the liability

allocated to himor her and shall be granted a
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hearing wthin the Depart ment under t he
provisions of Section 908. If a protest is
filed, the Departnent shall take no collection
action against the electing individual until
t he decision regarding the protest has beconme
final under subsection (d) of Section 908 or,
if admnistrative review of the Departnent's
decision is requested under Section 1201, until
t he decision of the court becones final.

(d) Partnerships. Every partnership having any base
incone allocable to this State in accordance with section
305(c) shall retain information concerning all itens of
income, gain, loss and deduction; the nanmes and addresses of
all of the partners, or nanmes and addresses of nenbers of a
l[imted Iliability conpany, or other persons who would be
entitled to share in the base incone of the partnership if
distributed; the amount of the distributive share of each;
and such other pertinent information as the Departnent may by
forms or regul ations prescribe. The partnership shall make
that information available to the Departnment when requested
by the Departnent.

(e) For taxable years ending on or after Decenber 31,
1985, and before Decenber 31, 1993, taxpayers that are
corporations (other than Subchapter S corporations) having
the sanme taxable year and that are nenbers of the sane
unitary business group my elect to be treated as one
t axpayer for purposes of any original return, anmended return
whi ch includes the sane taxpayers of the unitary group which
j oi ned in the election to file the original return,
extension, claim for refund, assessnent, collection and
paynment and determ nation of the group's tax liability under
this Act. This subsection (e) does not permt the election to
be made for sone, but not all, of the purposes enunerated

above. For taxable years ending on or after Decenber 31,
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1987, corporate nmenber s (ot her t han Subchapt er S
corporations) of the sane unitary business group making this
subsection (e) election are not required to have the sane
t axabl e year.

For taxable years ending on or after Decenmber 31, 1993,
taxpayers that are corporations (other than Subchapter S
corporations) and that are nenbers of the sane wunitary
busi ness group shall be treated as one taxpayer for purposes
of any original return, anended return which includes the
same taxpayers of the unitary group which joined in filing
the original return, extension, claimfor refund, assessnent,
col l ection and paynment and determ nation of the group's tax
l[iability under this Act.

(f) The Departnent may pronul gate regulations to permt
nonresi dent individual partners of the sanme partnership,
nonr esi dent Subchapter S corporation sharehol ders of the sane
Subchapt er S corporation, and nonresident individuals
transacting an insurance business in Illinois under a LI oyds
pl an of operation, and nonresident individual nmenbers of the
sane limted liability conpany that is treated as a

partnership under Section 1501 (a)(16) of this Act, to file

conposite individual inconme tax returns reflecting t he
conposite inconme of such individuals allocable to Illinois
and to make conposite individual income tax paynents. The

Department may by regulation also permt such conposite
returns to include the inconme tax owed by Illinois residents
attributable to their inconme from partnerships, Subchapter S
corporations, insurance businesses organi zed under a Lloyds
plan of operation, or limted liability conpanies that are
treated as partnership under Section 1501 (a)(16) of this
Act, in which case such Illinois residents will be permtted
to claimcredits on their individual returns for their shares
of the conposite tax paynents. This paragraph of subsection

(f) applies to taxable years ending on or after Decenber 31,
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1987.

For taxable years ending on or after Decenmber 31, 1999,
the Departnent nmay, by regulation, also permt any persons
transacting an insurance business organized under a Ll oyds
plan of operation to file conposite returns reflecting the
i ncome of such persons allocable to Illinois and the tax
rates applicable to such persons under Section 201 and to
make conposite tax paynents and shall, by regulation, also
provi de t hat t he i ncone and apporti onnent factors
attributable to the transaction of an insurance business
organi zed under a Lloyds plan of operation by any person
joining in the filing of a conposite return shall, for
pur poses of allocating and apportioning i ncome under Article
3 of this Act and conmputing net incone under Section 202 of
this Act, be excluded from any ot her incone and apportionment
factors of that person or of any unitary business group, as
defined in subdivision (a)(27) of Section 1501, to which that
person may bel ong.

(g) The Departnent may adopt rules to authorize the
electronic filing of any return required to be filed under
this Section.

(Source: P.A  90-613, eff. 7-9-98; 91-541, eff. 8-13-99;
91-913, eff. 1-1-01.)

(35 I'LCS 5/506) (from Ch. 120, par. 5-506)

Sec. 506. Federal Returns.

(a) In general. Any person required to make a return
for a taxable year under this Act may, at any tinme that a
deficiency could be assessed or a refund clainmed under this
Act in respect of any itemreported or properly reportable on
such return or any anendnent thereof, be required to furnish
to the Departnent a true and correct copy of any return which
may pertain to such itemand which was filed by such person

under the provisions of the Internal Revenue Code.
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(b) Changes affecting federal income tax. A person shal

notify the Department if: tn-the-event

(1) the taxable inconme, any item of incone or
deduction, the incone tax liability, or any tax credit
reported in a federal inconme tax return of that any
person for any year is altered by anmendnent of such
return or as a result of any other reconputation or
redeterm nation of federal taxable income or |loss, and
such alteration reflects a change or settlenent with
respect to any itemor itens, affecting the conputation
of such person's net inconme, net |loss, or of any credit
provided by Article 2 of this Act for any year under this
Act, or in the nunber of personal exenptions allowable to

such person under Section 151 of the Internal Revenue

(2) the amount of tax required to be withheld by

that person from conpensation paid to enployees and

required to be reported by that person on a federal

return is altered by anendnent of the return or by any

other reconputation or redetermnation that is agreed to

or finally determined on or after January 1, 2002, and

the alteration affects the anbunt of conpensati on subj ect

to wthholding by that person under Section 701 of this

Act sueh- person--shalt--nottfy--the--Departnent--of--sueh

alteratton.
Such notification shall be in the formof an anmended return
or such other form as the Departnment my by regulations
prescribe, shall contain the person's nane and address and
such other information as the Departnent may by regul ations
prescribe, shall be signed by such person or his duly
aut hori zed representative, and shall be filed not later than
120 days after such alteration has been agreed to or finally
determ ned for federal incone tax purposes or any federal

i ncome t ax defi ci ency or refund, tentative carryback
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adj ustment, abatenent or credit resulting therefromhas been
assessed or paid, whichever shall first occur.

(Source: P.A 90-491, eff. 1-1-98.)

(35 ILCS 5/601.1) (Ch. 120, par. 6-601.1)

Sec. 601.1. Paynent by electronic funds transfer.

(a) Beginning on Cctober 1, 1993, a taxpayer who has an
average nmonthly tax liability of $150,000 or nore under
Article 7 of this Act shall nmake all paynents required by
rules of the Departnent by electronic funds transfer.
Begi nning October 1, 1993, a taxpayer who has an average
guarterly estinmated tax paynent obligation of $450,000 or
nmore under Article 8 of this Act shall make all paynents
required by rules of the Departnent by electronic funds
transfer. Begi nning on Cctober 1, 1994, a taxpayer who has
an average nonthly tax liability of $100,000 or nore under
Article 7 of this Act shall nmake all paynents required by
rules of the Departnent by electronic funds transfer.
Begi nning October 1, 1994, a taxpayer who has an average
guarterly estinmated tax paynent obligation of $300,000 or
more under Article 8 of this Act shall make all paynents
required by rules of the Departnent by electronic funds
transfer. Begi nning on Cctober 1, 1995, a taxpayer who has
an average nonthly tax liability of $50,000 or nore under
Article 7 of this Act shall nmake all paynents required by
rules of the Departnent by electronic funds transfer.
Begi nning October 1, 1995, a taxpayer who has an average
quarterly estimated tax paynent obligation of $150,000 or
nmore wunder Article 8 of this Act shall make all paynents
required by rules of the Departnent by electronic funds
transfer. Beginning on October 1, 2000, and for all liability
periods thereafter, a taxpayer who has an average annual tax
l[iability of $200,000 or nore under Article 7 of this Act

shall nake all paynents required by rules of the Departnent
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by el ectronic funds transfer. Beginning Cctober 1, 2000, a
taxpayer who has an average quarterly estinmated tax paynment
obl i gation of $50,000 or nore under Article 8 of this Act
shall nake all paynents required by rules of the Departnent

by el ectronic funds transfer. Begi nning on Cctober 1, 2002, a

t axpayer who has a tax liability in the anpunt set forth in

subsection (b) of Section 2505-210 of the Departnent of

Revenue Law shall nmeke all paynents required by rules of the

Departnment by el ectronic funds transfer.

(b) Any taxpayer who is not required to nmake paynents by
electronic funds transfer may nake paynents by el ectronic
funds transfer with the perm ssion of the Departnent.

(c) Al taxpayers required to make paynent s by
electronic funds transfer and any taxpayers who wish to
voluntarily make paynents by electronic funds transfer shal
make t hose paynments in the manner authorized by the
Depart nent .

(d) The Departnent shall notify all taxpayers required
to make paynent s by electronic funds transfer. Al |
taxpayers notified by the Departnent shall make paynents by
el ectronic funds transfer for a m ninum of one year beginning
on Cctober 1. In determning the threshold anmounts under
subsection (a), the Departnent shall calculate the averages
as follows:

(1) the total liability wunder Article 7 for the

preceding tax year (and, prior to OCctober 1, 2000,

di vided by 12); or

(2) for pur poses of estimated paynments under

Article 8, the total tax obligation of the taxpayer for

the previous tax year divided by 4.

(e) The Departnent shall adopt such rules as are
necessary to effectuate a program of electronic f unds
transfer and the requirenents of this Section.

(Source: P.A 91-541, eff. 8-13-99.)
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(35 ILCS 5/701) (fromCh. 120, par. 7-701)

Sec. 701. Requirenment and Amount of Wt hhol di ng.

(a) In GCeneral. Every enployer maintaining an office or
transacting business within this State and required under the
provi sions of the Internal Revenue Code to withhold a tax on:

(1) conpensation paid in this State (as determ ned
under Section 304 (a) (2) (B) to an individual; or

(2) paynments described in subsection (b) shal
deduct and wthhold from such conpensation for each
payroll period (as defined in Section 3401 of the

I nt ernal Revenue Code) an anobunt equal to the anount by

whi ch such i ndi vidual's conpensati on exceeds the

proportionate part of this wi t hhol di ng exenption

(computed as provided in Section 702) attributable to the

payroll period for which such conpensation is payable

multiplied by a percentage equal to the percentage tax
rate for individuals provided in subsection (b) of

Section 201.

(b) Paynent to Residents.

Any paynment (including conpensation) to a resident by a
payor maintaining an office or transacting business wthin

this State (including any aqgency, officer, or enpl oyee of

this State or of any political subdivision of this State) and

on which withholding of tax is required under the provisions
of t he Internal Revenue Code shall be deened to be
conpensation paid in this State by an enployer to an enpl oyee
for the purposes of Article 7 and Section 601 (b) (1) to the
extent such paynment is included in the recipient's base
i ncone and not subjected to w thhol ding by another state.

(c) Special Definitions.

Wthholding shall be <considered required under t he
provisions of the Internal Revenue Code to the extent the
| nternal Revenue Code either requires wthholding or allows

for voluntary wthholding the payor and recipient have
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entered into such a voluntary w thhol ding agreenent. For the
purposes of Article 7 and Section 1002 (c) the term
"enpl oyer” includes any payor who is required to withhold tax
pursuant to this Section.

(d) Reciprocal Exenption.

The Director may enter into an agreenent with the taxing
authorities of any state which inposes a tax on or neasured
by income to provide that conpensation paid in such state to
residents of this State shall be exenpt from w thholding of
such tax; in such case, any conpensation paid in this State
to residents of such state shall be exenpt from w thhol ding.
Al reci procal agreenents shal | be subject to the
requi renments of Section 2505-575 of the Departnent of Revenue
Law (20 I LCS 2505/ 2505-575).

(e) Notw thstanding subsection (a) (2) of this Section,
no wthholding is required on paynents for which w thhol ding
is required under Section 3405 or 3406 of +the Internal
Revenue Code of 1954.

(Source: P.A 90-491, eff. 1-1-98; 91-239, eff. 1-1-00.)

(35 I'LCS 5/905) (from Ch. 120, par. 9-905)

Sec. 905. Limtations on Notices of Deficiency.

(a) In general. Except as otherwise provided in this
Act :

(1) A notice of deficiency shall be issued not
later than 3 years after the date the return was fil ed,
and

(2) No deficiency shall be assessed or collected
with respect to the year for which the return was filed
unl ess such notice is issued within such period.

(b) Omssion of nore than 25% of incone. If the taxpayer
omts from base income an anount properly includible therein
which is in excess of 25% of the amount of base incone stated

inthe return, a notice of deficiency may be issued not |ater
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than 6 years after the return was filed. For purposes of this
paragraph, there shall not be taken into account any anount
which is omtted in the return if such amount is disclosed in
the return, or in a statement attached to the return, in a
manner adequate to apprise the Departnment of the nature and
t he amount of such item

(c) No return or fraudulent return. If no return is
filed or a false and fraudulent returnis filed with intent
to evade the tax inposed by this Act, a notice of deficiency
may be issued at any tine.

(d) Failure to report federal change. |If a taxpayer
fails to notify the Departnent in any case where notification
is required by Section 304(c) or 506(b), or fails to report a
change or correction which is treated in the sane manner as
if it were a deficiency for federal incone tax purposes, a
notice of deficiency may be issued (i) at any time or (ii) on

or after August 13, 1999 the--effective--date--of---this

anendat ory- - Act - of - t he- 91st - General - Assenbly, at any tinme for
the taxable year for which the notification is required or
for any taxable year to which the taxpayer may carry an
Article 2 credit, or a Section 207 |oss, earned, incurred, or
used in the year for which the notification is required;
provi ded, however, that the anmount of any proposed assessnent
set forth in the notice shall be limted to the anmount of any
deficiency resulting under this Act fromthe reconputation of
the taxpayer's net inconme, Article 2 credits, or Section 207
| oss earned, incurred, or used in the taxable year for which
the notification is required after giving effect to the item
or itenms required to be reported.

(e) Report of federal change.

(1) Before August 13, 1999 the--effective--date--of

t hi s- - anendat or y- Act - of - t he- 91st - General - Assenbly, in any
case where notification of an alteration is given as

requi red by Section 506(b), a notice of deficiency may be
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issued at any tinme wthin 2 years after the date such
notification is given, provided, however, that the anount
of any proposed assessnent set forth in such notice shal
be limted to the anount of any deficiency resulting
under this Act fromreconputation of the taxpayer's net
income, net loss, or Article 2 credits for the taxable
year after giving effect to the itemor itens reflected
in the reported alteration.

(2) On and after August 13, 1999 the-effective-date

of - t hi s- anendat or y- Act - of - t he- 91st - General - - Assenbly, in
any case where notification of an alteration is given as
requi red by Section 506(b), a notice of deficiency may be
issued at any tine wwthin 2 years after the date such
notification is given for the taxable year for which the
notification is given or for any taxable year to which
the taxpayer may carry an Article 2 credit, or a Section
207 | oss, earned, incurred, or used in the year for which
the notification is given, provided, however, that the
anount of any proposed assessnment set forth in such
notice shall be limted to the amount of any deficiency
resulting wunder this Act from reconputation of the
taxpayer's net incone, Article 2 credits, or Section 207
| oss earned, incurred, or used in the taxable year for
which the notification is given after giving effect to
the itemor itens reflected in the reported alteration.
(f) Extension by agreenent. \Were, before the expiration
of the time prescribed in this section for the issuance of a
notice of deficiency, both the Departnent and the taxpayer
shal | have consented in witing to its 1issuance after such
time, such notice my be issued at any tinme prior to the

expiration of the period agreed wupon. |In the case of a

taxpayer who is a partnership, Subchapter S corporation, or

trust and who enters into an agreenent with the Departnent

pursuant to this subsection on or after January 1, 2002, a
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notice of deficiency nay be issued to t he part ners,

sharehol ders, or beneficiaries of the taxpayer at any tine

prior to the expiration of the period agreed upon. Any

proposed assessnment set forth in the notice, however, shal

be limted to the amobunt of any deficiency resulting under

this Act from reconputation of itens of incone, deduction,

credits, or other anpbunts of the taxpayer that are taken into

account by the partner, shareholder, or beneficiary in

conputing its liability under this Act. The period so agreed

upon may be extended by subsequent agreenents in witing nmade
before the expiration of the period previously agreed upon.

(g) Erroneous refunds. In any case in which there has
been an erroneous refund of tax payable wunder this Act, a
notice of deficiency may be issued at any tinme within 2 years
from the making of such refund, or within 5 years fromthe
maki ng of such refund if it appears that any part of the
refund was induced by fraud or the m srepresentation of a
materi al fact, provided, however, that the anount of any
proposed assessnent set forth in such notice shall be limted
to the anount of such erroneous refund.

Beginning July 1, 1993, in any case in which there has
been a refund of tax payable under this Act attributable to a
net | oss carryback as provided for in Section 207, and that
refund is subsequently determned to be an erroneous refund
due to a reduction in the anount of the net |oss which was
originally carried back, a notice of deficiency for the
erroneous refund anmount may be issued at any tine during the
sane tinme period in which a notice of deficiency can be
i ssued on the |loss year creating the carryback amount and
subsequent erroneous refund. The anount of any proposed
assessnment set forth in the notice shall be limted to the
anmount of such erroneous refund.

(h) Time return deened filed. For purposes of this

Section a tax return filed before the | ast day prescribed by
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[ aw (including any extension thereof) shall be deenmed to have
been filed on such | ast day.

(1) Request for pronpt determination of liability. For
pur poses of Subsection (a)(1l), in the case of a tax return
required under this Act in respect of a decedent, or by his
estate during the period of admnistration, or by a
corporation, the period referred to in such Subsection shal
be 18 nonths after a witten request for pronpt determ nation
of liability is filed with the Departnent (at such tinme and
in such form and manner as the Departnent shall by
regul ations prescribe) by the executor, admnistrator, or
other fiduciary representing the estate of such decedent, or
by such corporation, but not nore than 3 years after the date
the return was filed. This Subsection shall not apply in the
case of a corporation unless:

(1) (A Such witten request notifies t he
Departnent that the corporation contenplates dissolution
at or before the expiration of such 18-nmonth period, (B)
the dissolution is begun in good faith before the
expiration of such 18-nonth period, and (O t he
di ssolution is conpl eted,;

(2) (A Such witten request notifies t he
Department that a dissolution has in good faith been
begun, and (B) the dissolution is conpleted; or

(3) A dissolution has been conpleted at the tinme
such witten request is made.

(j) Wthholding tax. In the case of returns required
under Article 7 of this Act (wth respect to any anounts
wi thhel d as tax or any anounts required to have been w thheld
as tax) a notice of deficiency shall be issued not |ater than
3 years after the 15th day of the 4th nonth followng the
close of the <calendar vyear in which such w thhol ding was
required.

(k) Penalties for failure to make information reports.
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A notice of deficiency for the penalties provided by
Subsection 1405.1(c) of this Act may not be issued nore than
3 years after the due date of the reports wth respect to
whi ch the penalties are asserted.

(1) Penalty for failure to file w thhol ding returns. A
notice of deficiency for penalties provided by Section 1004
of this Act for taxpayer's failure to file wthholding
returns may not be issued nore than three years after the
15th day of the 4th nonth follow ng the close of the cal endar
year in which the wthholding giving rise to taxpayer's
obligation to file those returns occurr ed.

(m Transferee liability. A notice of deficiency may be
issued to a transferee relative to a liability asserted under
Section 1405 during tinme periods defined as foll ows:

1) Initial Transferee. In the case of t he
liability of an initial transferee, up to 2 years after
the expiration of the period of limtation for assessnent
agai nst the transferor, except that if a court proceeding
for review of the assessnent against the transferor has
begun, then up to 2 vyears after the return of the
certified copy of the judgnent in the court proceeding.

2) Transferee of Transferee. 1In the case of the
liability of a transferee, up to 2 years after the
expiration of the period of Ilimtation for assessnent
against the preceding transferee, but not nore than 3
years after the expiration of the period of Ilimtation
for assessnment against the initial transferor; except
that if, before the expiration of the peri od of
limtation for the assessnent of the liability of the
transferee, a court proceeding for the collection of the
tax or liability in respect thereof has been begun
against the initial transferor or the last preceding
transferee, as the case may be, then the period of

limtation for assessnment of +the liability of t he
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transferee shall expire 2 years after the return of the
certified copy of the judgnent in the court proceeding.

(n) Notice of decrease in net loss. On and after the

effective date of this anendatory Act of the 92nd Genera

Assenbly, no notice of deficiency shall be issued as the

result of a decrease deternm ned by the Departnent in the net

loss incurred by a taxpayer under Section 207 of this Act

unless the Departnment has notified the taxpayer of the

proposed decrease within 3 vears after the return reporting

the loss was filed or within one year after an anended return

reporting an increase in the loss was filed, provided that in

the case of an anended return, a decrease proposed by the

Departnent nore than 3 years after the oriqinal return was

filed may not exceed the increase clained by the taxpayer on

the original return

(Source: P.A 90-491, eff. 1-1-98; 91-541, eff. 8-13-99.)

(35 I'LCS 5/911) (from Ch. 120, par. 9-911)

Sec. 911. Limtations on Clains for Refund.

(a) In general. Except as otherwise provided in this
Act :

(1) A claim for refund shall be filed not |ater
than 3 years after the date the return was filed (in the
case of returns required under Article 7 of this Act
respecting any anounts withheld as tax, not later than 3
years after the 15th day of the 4th nonth foll ow ng the
cl ose of the cal endar year in which such wi thholding was
made), or one year after the date the tax was paid,
whi chever is the later; and

(2) No credit or refund shall be allowed or nade
with respect to the year for which the claimwas filed
unl ess such claimis filed within such peri od.

(b) Federal changes.

(1) 1In general. |In any case where notification of
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an alteration is required by Section 506 (b), a claimfor
refund may be filed within 2 years after the date on
whi ch such notification was due (regardless of whether
such notice was given), but the anount recoverable
pursuant to a claim filed under this Section shall be
l[imted to the anbunt of any overpaynent resulting under
this Act fromreconputation of the taxpayer's net incone,
net loss, or Article 2 credits for the taxable year after
giving effect to the item or itens reflected in the
alteration required to be report ed.
(2) Tentative carryback adjustments paid before
January 1, 1974. If, as the result of the paynent before
January 1, 1974 of a federal tentative carryback
adjustnment, a notification of an alteration is required
under Section 506 (b), a claimfor refund may be fil ed at
any tinme before January 1, 1976, but the anount
recoverabl e pursuant to a claimfiled under this Section
shall be limted to the anount of any overpaynent
resulting wunder this Act from reconputation of the
t axpayer's base incone for the taxable year after giving
effect to the federal alteration resulting from the
tentative carryback adjustnment irrespective of any
[imtation inposed in paragraph (I) of this subsection.
(c) Extension by agreenent . Wher e, before t he
expiration of the time prescribed in this section for the
filing of a claim for refund, both the Departnent and the
cl ai mant shall have consented in witing to its filing after
such tinme, such claimmay be filed at any tinme prior to the
expiration of the period agreed upon. The period so agreed
upon may be extended by subsequent agreenents in witing nmade
before the expiration of the period previously agreed upon.

In the case of a taxpayer who is a partnership, Subchapter S

corporation, or trust and who enters into an agreenent with

the Department pursuant to this subsection on or after
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January 1, 2002, a claim for refund may be issued to the

partners, sharehol ders, or beneficiaries of the taxpayer at

any tine prior to the expiration of the period agreed upon.

Any refund all owed pursuant to the claim however, shall be

limted to the amount of any overpaynent of tax due under

this Act that results fromreconputation of itens of incone,

deduction, credits, or other amounts of the taxpayer that are

t aken into account by the partner, shareholder, or

beneficiary in computing its liability under this Act.

(d) Limt on anmobunt of credit or refund.
(1) Limt where claimfiled within 3-year period.
If the claimwas filed by the clainmant during the 3-year
period prescribed in subsection (a), the anobunt of the
credit or refund shall not exceed the portion of the tax
paid within the period, immediately preceding the filing
of the claim equal to 3 years plus the period of any
extension of tinme for filing the return.
(2) Limt where claim not filed wthin 3-year
period. If the claimwas not filed wthin such 3-year
period, the amunt of the <credit or refund shall not
exceed the portion of the tax paid during the one year
i mredi ately preceding the filing of the claim
(e) Tinme return deenmed fil ed. For purposes of this
section a tax return filed before the |ast day prescribed by
law for the filing of such return (including any extensions
t hereof) shall be deened to have been filed on such | ast day.

(f) No claimfor refund based on the taxpayer's taking a
credit for estimated tax paynents as provided by Section 601
(b) (2) or for any anount paid by a taxpayer pursuant to
Section 602(a) or for any anount of credit for tax wthheld
pursuant to Section 701 may be filed nore than 3 years after
the due date, as provided by Section 505, of the return which
was required to be filed relative to the taxable year for

which the paynents were nmade or for which the tax was
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wi t hhel d. The changes in this subsection (f) made by this
anendatory Act of 1987 shall apply to all taxable years
endi ng on or after Decenber 31, 1969.

(g) Special Period of Limtation wth Respect to Net
Loss Carrybacks. If the claim for refund relates to an
over paynment attributable to a net |oss carryback as provided
by Section 207, in lieu of the 3 year period of |imtation
prescribed in subsection (a), the period shall be that period
whi ch ends 3 years after the tine prescribed by law for
filing the return (including extensions thereof) for the
taxabl e year of the net loss which results in such carryback

(or, on and after August 13, 1999 the-effective-date-of-this

anendat ory- Act - of - t he- 91st - General - Assenbly, with respect to
a change in the carryover of an Article 2 credit to a taxable
year resulting from the carryback of a Section 207 |oss
incurred in a taxable year beginning on or after January 1,
2000, the period shall be that period that ends 3 years after
the time prescribed by law for filing the return (including
extensions of that tine) for that subsequent taxable year),
or the period prescribed in subsection (c) in respect of such
t axabl e year, whichever expires later. |In the case of such a
claim the anount of the refund may exceed the portion of the
tax paid within the period provided in subsection (d) to the
extent of the anount of the overpaynent attributable to such

carryback. On and after August 13, 1999 the-effective-date-of

t hi s- - anendat ory- - Act - - of - - t he- - 91st - General - Assenbly, if the
claimfor refund relates to an overpaynent attributable to
the carryover of an Article 2 credit, or of a Section 207
| oss, earned, incurred (in a taxable year beginning on or
after January 1, 2000), or wused in a year for which a
notification of a change affecting federal taxable incone
must be filed under subsection (b) of Section 506, the claim
may be filed within the period prescribed in paragraph (1) of

subsection (b) in respect of the vyear for which t he
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notification is required. 1In the case of such a claim the
amount of the refund may exceed the portion of the tax paid
within the period provided in subsection (d) to the extent of
t he anmount of t he over paynent attributable to the
reconputation of the taxpayer's Article 2 credits, or Section
207 | oss, earned, incurred, or used in the taxable year for
whi ch the notification is given.

(h) daim for refund based on net loss. On and after

the effective date of this amendatory Act of the 92nd Gener al

Assenbly, no claimfor refund shall be allowed to the extent

the refund is the result of an anbunt of net |oss incurred

under Section 207 of this Act that was not reported to the

Depar t ment within 3 vyears of the due date (including

extensions) of the return for the loss vyear on either the

original return filed by the taxpayer or on anended return.

(Source: P.A 90-491, eff. 1-1-98; 91-541, eff. 8-13-99.)

(35 I LCS 5/911.2 new)

Sec. 911. 2. Refunds withheld; tax <clains of other
states.
(a) Definitions. In this Section the following terns

have the neani ngs i ndi cat ed.

"Clainant state" neans any state or the District of

Colunbia that requests the withholding of a refund pursuant

to this Section and that extends a like comty for the

collection of taxes owed to this State.

"l ncone tax" nmeans any anount of incone tax inposed on

t axpayers under the laws of the State of 1llinois or the

clainant state, including additions to tax for penalties and

i nterest.

"Refund" neans a refund of overpaid i ncone taxes inposed

by the State of Illinois or the clai mant state.

"Tax officer" nmeans a unit or official of the clai mant

state, or the duly authorized agent of that unit or official,
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charged with the inposition, assessnent, or collection of

state i ncone taxes.

"Taxpayer" neans any individual person identified by a

clainant state under this Section as owing taxes to that

clainant state, and in the case of a refund arising fromthe

filing of a joint return, the taxpayer's spouse.

(b) In general. Except as provided in subsection (c) of

this Section, a tax officer may:

(1) certify tothe Director the existence of a

t axpayer's delinquent income tax liability; and

(2) request the Director to withhold any refund to

whi ch the taxpayer is entitled.

(c) Comty. Atax officer may not certify or request

the Director to wthhold a refund unless the | aws of the

cl ai mant st at e:

(1) allowthe Director to certify an incone tax

(2) allow the Director to request the tax officer

to withhold the taxpayer's tax refund; and

(3) provide for the paynent of the refund to the

State of Illinois.
(d) Certification. A certification by a tax officer to
the Director shall incl ude:

(1) the full nane and address of the taxpayer and

any other nanmes known to be used by the taxpayer;

(2) the social security nunber or federal tax

identification nunber of the taxpayer;

(3) the anpbunt of the incone tax liability; and

(4) a st at enent t hat al | adm ni strative and

judi cial renedi es and appeal s have been exhausted or have

| apsed and that the assessnent of tax, interest, and

penalty has becone final

(e) Notification. As to any taxpayer due a refund, the

Director shall:
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(1) notify the taxpayer that a claimant state has

provided certification of the existence of an incone tax

liability;
(2) inform the taxpayer of the tax liability
certified, including a detailed statenent for each

t axabl e year showing tax, interest, and penalty:;

(3) informthe taxpayer that failure to file a

protest in accordance with subsection (f) of this Section

shall constitute a waiver of any denand against this

State for the anmobunt certified and will result in paynent

to the claimant state as provided in subsection (i) of

this Section;

(4) provide t he t axpayer wth notice of an

opportunity to request a hearing to challenge t he

certification; and

(5) inform the taxpayer that the hearing nay be

requested (i) pursuant to Section 910 of this Act, or

(ii) wwth the tax officer, in accordance with the | aws of

t he cl ai mant st at e.

(f) Protest of withholding. A taxpayer nay protest the

wi t hhol ding of a refund pursuant to Section 910 of this Act

(except that the protest shall be filed within 30 days after

the date of the Director's notice of certification pursuant

to subsection (e) of this Section). If a taxpayer files a

tinely protest, the Director shall:

(1) suspend the proposed w thholding and i npound

the clai nred anount of the refund;

(2) pay to the taxpayer the uncl ai mred anbunt of the

refund, if any:

(3) send a copy of the protest to the clai nant

state for determination of the protest on its nmerits in

accordance with the laws of that state; and

(4) pay over to the taxpayer the inmpounded anpunt

if the claimant state shall fail, within 45 days after
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the date of the protest, to re-certify to the Director

(i) that the claimant state has reviewed the issues

raised by taxpayer, (ii) that all adnm nistrative and

judicial renedies provided under the laws of that state

have been exhausted, and (iii) the anount of the incone

tax liability finally determ ned to be due.

(g) Certification as prima facie evidence. If the

t axpayer requests a hearing pursuant to Section 910 of this

Act, the certification of the tax officer shall be prim

facie evidence of the correctness of t he t axpayer's

delinquent income tax liability to the certifying state.

(h) R ghts of spouses to refunds fromjoint returns. | f

a certification is based wupon the tax debt of only one

taxpayer and if the refund is based upon a joint personal

incone tax return, the nondebtor spouse shall have the right

to:

(1) notification, as provided in subsection (e) of

this Section;

(2) protest, as to the withholding of such spouse's

share of the refund, as provided in subsection (f) of

this Section; and

(3) paynent of his or her share of the refund,

provided the anmount of the overpaynent refunded to the

spouse shall not exceed the anount of t he j oi nt

over paynent .

(i) Wthholding and paynent of refund. Subject to the

taxpayer's rights of notice and protest, upon receipt of a

request for withholding in accordance with subsection (b) of

this Section, the Director shall:

(1) wthhold any refund that is certified by the

tax officer;

(2) pay to the clainant state the entire refund or

the anpunt certified, whichever is |ess;

(3) pay any refund in excess of t he anount
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certified to the taxpayer; and

(4) if arefund is less than the anbunt certified,

wi thhold anpunts from subsequent r ef unds due t he

t axpayer, if the laws of the claimant state provide that

the claimant state shall w thhold subsequent refunds of

t axpayers certified to that state by the Director.

(1) Determnation that w thholding cannot be made.

After receiving a certification from a tax officer, the

Director shall notify the claimant state if the Director

deternines that a w thhol di ng cannot be nnde.

(k) Director's authority. The Director shall have the

authority to enter into agreenents with the tax officers of

clainant state relating to:

(1) procedures and nethods to be enployed by a

clainant state wth respect to the operation of this

(2) safequards agai nst t he di scl osure or

i nappropri ate use of any infornmation obtained or

mai ntai ned pursuant to this Section that identifies,

directly or indirectly, a particul ar taxpayer:;

(3) a nmninmum tax debt, anmpunts below which, in

light of admnistrative expenses and efficiency, shall,

in the Director's discretion, not be subject to the

wi t hhol di ng procedures set forth in this Section.

(1) Renedy not exclusive. The collection procedures

prescribed by this Section are in addition to, and not in

substitution for, any other renedy avail able by | aw.

(35 I'LCS 5/1501) (from Ch. 120, par. 15-1501)

Sec. 1501. Definitions.

(a) In general. Wen wused in this Act, where not
otherwi se distinctly expressed or manifestly inconpatible
with the intent thereof:

(1) Business inconme. The term "business incone"
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means i ncome arising fromtransactions and activity in
the regular course of the taxpayer's trade or business,
net of the deductions allocable thereto, and includes
income from tangible and intangible property if the
acqui sition, managenent, and disposition of the property
constitute integral parts of the taxpayer's regular trade
or business operations. Such term does not include
conpensation or the deductions allocable thereto. For

each taxable year beqginning on or after January 1, 2002,

a taxpayer may elect to treat all incone other than

conpensation as business incone. This election shall be

made in accordance with rul es adopted by the Department

and, once nmde, shall be irrevocabl e.

(2) Commercial domcile. The term "commercia
domcile" means the principal place fromwhich the trade
or business of the taxpayer is directed or nanaged.

(3) Conpensation. The term "conpensation" neans
wages, salaries, commssions and any other form of
remuneration paid to enpl oyees for personal services.

(4) Corporation. The term "corporation" includes
associ ations, joint-stock conpanies, insurance conpanies
and cooperatives. Any entity, including a [imted
liability conmpany fornmed wunder the Illinois Limted
Liability Conpany Act, shall be treated as a corporation
if it is soclassified for federal incone tax purposes.

(5) Departnment. The term "Departnment"” mneans the
Departnent of Revenue of this State.

(6) Director. The term "Director”™ nmeans the
Director of Revenue of this State.

(7) Fiduciary. The term "fiduciary" means a
guardi an, trustee, executor, admnistrator, receiver, or
any person acting in any fiduciary capacity for any
person.

(8) Financial organization.
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(A) The term "financial organization" neans
any bank, bank holding conpany, trust conpany,
savings bank, industrial bank, Iland bank, safe
deposit conpany, private banker, savings and |oan
association, building and |oan association, credit
uni on, currency exchange, cooperative bank, snal
| oan conpany, sales finance conpany, investnent
conpany, or any person which is owned by a bank or
bank hol di ng conpany. For the purpose of this
Section a "person" will include only those persons
whi ch a bank hol di ng conpany may acquire and hold an
interest in, directly or indirectly, wunder the
provi sions of the Bank Hol di ng Conpany Act of 1956
(12 U.S.C. 1841, et seq.), except where interests in
any person nust be disposed of wthin certain
required tinme limts under the Bank Hol di ng Conpany
Act of 1956.

(B) For purposes of subparagraph (A) of this
par agraph, the term "bank" includes (i) any entity
that is regulated by the Conptroller of the Currency
under the National Bank Act, or by the Federal
Reserve Board, or by the Federal Deposit |nsurance
Corporation and (ii) any federally or State
chartered bank operating as a credit card bank.

(© For purposes of subparagraph (A) of this
paragraph, the term "sal es finance conpany"” has the
meani ng provided in the followng item (i) or (ii):

(1) A person primarily engaged in one or
nore of the foll ow ng businesses: the business
of pur chasi ng cust oner recei vabl es, t he
busi ness of maki ng | oans upon the security of
custonmer receivables, the Dbusiness of naking
loans for the express purpose of f undi ng

purchases of tangible personal property or
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services by the borrower, or the business of

finance | easing. For purposes of this item

(i), "customer receivable" neans:

(a) a retail installnment contract or
retail charge agreenent within the neaning of
t he Sal es Finance Agency Act, the Retai
Install mrent Sales Act, or the Mtor Vehicle
Retail Installnment Sal es Act;

(b) an installnent, charge, «credit, or
simlar contract or agreenent arising from the
sale of tangible personal property or services
in a transaction involving a deferred paynent
price payable in one or nore installnments
subsequent to the sale; or

(c) the outstanding bal ance of a contract
or agreenent described in provisions (a) or (b)
of this item(i).

A custonmer receivable need not provide for
paynment of interest on deferred paynents. A sales
finance conpany nmay purchase a custoner receivable
from or nake a l|oan secured by a cust oner
recei vabl e to, t he sel l er in the original
transaction or to a person who purchased t he
custoner receivable directly or indirectly fromthat
sel ler.

(i) A corporation neeting each of the
followng criteria:

(a) the corporation nmust be a nenber of
an "affiliated group” wthin the nmeaning of
Section 1504(a) of the Internal Revenue Code,
determ ned without regard to Section 1504(b) of
the I nternal Revenue Code;

(b) nore than 50% of the gross incone of

the corporation for the taxable year nust be
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interest inconme derived fromqualifying |oans.
A "qualifying loan" is a |loan made to a nenber
of the corporation's affiliated group that
originates custonmer receivables (within the
meaning of item (i)) or to whom custoner
receivables originated by a nenber of the
affiliated group have been transferred, to the
extent the average outstandi ng bal ance of | oans
from that corporation to nenbers of its
affiliated group during the taxable year do not
exceed t he [imtation anount for t hat
cor porati on. The "limtation anount" for a
corporation is the average outstandi ng bal ances
during the taxable year of custoner receivables
(wthin the nmeaning of item (i)) originated by
all nmenbers of the affiliated group. |If the
aver age outstandi ng bal ances of the | oans nmade
by a corporation to nenbers of its affiliated
group exceed the limtation anount , t he
i nt er est i ncone of that corporation from
qual i fying | oans shall be equal to its interest
income fromloans to nenbers of its affiliated
groups tinmes a fraction equal to the limtation
anount divided by the average outstanding
bal ances of the | oans nmade by that corporation
to menbers of its affiliated group

(c) the total of all shareholder's equity
(itncluding, without limtation, paid-in capital
on comon and preferred stock and retained
earnings) of the corporation plus the total of
al | of its | oans, advances, and ot her
obligations payable or owed to nenbers of its
affiliated group may not exceed 20% of the

total assets of the corporation at any tine
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during the tax year; and

(d) nore than 50% of all interest-bearing
obligations of the affiliated group payable to
persons outside the group det er m ned in
accordance wth generally accepted accounting
principl es nmust be obl i gati ons of t he
cor porati on.

This anendatory Act of the 91st General Assenbly is

decl aratory of existing |aw.

(D) Subparagraphs (B) and (O of this
par agraph are declaratory of existing |aw and apply
retroactively, for all +tax years beginning on or
bef ore Decenber 31, 1996, to all original returns,
to all amended returns filed no later than 30 days
after the effective date of this anendatory Act of
1996, and to all notices issued on or before the
effective date of this anmendatory Act of 1996 under
subsection (a) of Section 903, subsection (a) of
Section 904, subsection (e) of Section 909, or
Section 912. A taxpayer that is a "financial
organi zation" that engages in any transaction wth
an affiliate shall be a "financial organization" for
all purposes of this Act.

(E) For all tax years beginning on or before
Decenber 31, 1996, a taxpayer that falls within the
definition of a "financial organization"” under
subparagraphs (B) or (C of this paragraph, but who
does not fall within the definition of a "financial
organi zati on" under the Proposed Regul ations issued
by the Departnent of Revenue on July 19, 1996, may
irrevocably elect to apply the Proposed Regul ations
for all of those years as though the Proposed
Regul ations had been | awfully pronul gated, adopted,

and in effect for all of those years. For purposes
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of applying subparagraphs (B) or (C of this

paragraph to all of +those years, the election

allowed by this subparagraph applies only to the

t axpayer making the election and to those nenbers of

the taxpayer's wunitary business group who are

ordinarily required to apportion business incone
under the sane subsection of Section 304 of this Act
as the taxpayer naking the election. No election

allowed by this subparagraph shall be nmade under a

claimfiled under subsection (d) of Section 909 nore

than 30 days after the effective date of this

anendatory Act of 1996.

(F) Finance Leases. For purposes of this

subsection, a finance |ease shall be treated as a
| oan or other extension of credit, rather than as a
| ease, regardl ess of how the transaction 1is
characterized for any other purpose, including the
purposes of any regulatory agency to which the
| essor is subject. A finance |ease IS any
transaction in the form of a lease in which the
| essee is treated as the owner of the |eased asset
entitled to any deduction for depreciation allowed
under Section 167 of the Internal Revenue Code.

(9) Fiscal year. The term"fiscal year" neans an
accounting period of 12 nonths ending on the |ast day of
any nonth ot her than Decenber.

(10) Includes and including. The terns "includes"
and "including”" when wused in a definition contained in
this Act shall not be deened to exclude other things
otherwi se within the neaning of the term defined.

(11) Internal Revenue Code. The term "Interna
Revenue Code" neans the United States Internal Revenue
Code of 1954 or any successor law or laws relating to

federal inconme taxes in effect for the taxable year.
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(12) Mathematical error. The term "mathemati cal
error” includes the followng types of errors, om ssions,
or defects in areturn filed by a taxpayer which prevents
acceptance of the return as filed for processing:

(A arithnetic errors or i ncorrect
conputations on the return or supporting schedul es;

(B) entries on the wong |ines;

(C© omssion of required supporting forns or
schedules or the omssion of the information in
whol e or in part called for thereon; and

(D) an attenmpt to claim exclude, deduct, or
inproperly report, in a manner directly contrary to
the provisions of the Act and regul ati ons thereunder
any itemof incone, exenption, deduction, or credit.
(13) Nonbusi ness inconme. The term "nonbusiness

i nconme"” neans all incone other than business incone or
conpensati on.

(14) Nonresident. The term "nonresident" neans a
person who is not a resident.

(15) Paid, incurred and accrued. The terns "paid",
"I ncurred" and "accrued" shall be construed according to
the nmethod of accounting upon the basis of which the
person's base incone is conputed under this Act.

(16) Partnership and partner. The term
"partnership” includes a syndicate, group, pool, joint
venture or other unincorporated organization, through or
by means of which any business, financial operation, or
venture is carried on, and which is not, wthin the
meani ng of this Act, a trust or estate or a corporation;
and the term "partner" includes a nenber in such
syndi cate, group, pool, joint venture or organization.

The term "partnership" i ncl udes any entity,
including a limted liability conpany formed under the

Illinois Limted Liability Conpany Act, classified as a


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

- 87- LRB9205953SMokam

partnership for federal inconme tax purposes.

The term "partnershi p" does not include a syndicate,
group, pool, joint venture, or other unincorporated
organi zation established for the sole purpose of playing
the Illinois State Lottery.

(17) Part-year resident. The term “part-year
resident” nmeans an individual who becane a resident
during the taxable year or ceased to be a resident during
t he taxabl e year. Under Section 1501 (a) (20) (A (i)
resi dence commences with presence in this State for other
than a tenporary or transitory purpose and ceases wth
absence fromthis State for other than a tenporary or
transitory purpose. Under Section 1501 (a) (20) (A (ii)
resi dence comrences with the establishnent of domcile in
this State and ceases with the establishnment of domcile
i n anot her State.

(18) Person. The term"person" shall be construed
to mean and include an individual, a trust, estate,
partnership, association, firm conpany, corporation,
limted liability conpany, or fiduciary. For purposes of
Section 1301 and 1302 of this Act, a "person” neans (i)
an individual, (ii) a corporation, (iii) an officer,
agent, or enployee of a corporation, (iv) a nenber, agent
or enpl oyee of a partnership, or (v) a nenber, nanager,
enpl oyee, officer, director, or agent of a Ilimted
[Tability conpany who in such capacity commts an offense
specified in Section 1301 and 1302.

(18A) Records. The term "records"” includes al
data maintained by the taxpayer, whether on paper,
mcrofilm mcrofiche, or any type of rmachine-sensible
data conpil ation.

(19) Regulations. The term"regulations" includes
rul es promul gated and forns prescribed by the Departnent.

(20) Resident. The term "resident" neans:
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(A) an individual (i) whois in this State for
other than a tenporary or transitory purpose during
the taxable wyear; or (ii) who is domciled in this
State but is absent fromthe State for a tenporary
or transitory purpose during the taxable year;

(B) The estate of a decedent who at his or her
death was domiciled in this State;

(© A trust created by a will of a decedent
who at his death was domciled in this State; and

(D) An irrevocable trust, the grantor of which
was domciled in this State at the tinme such trust
became i rrevocabl e. For pur pose of this
subpar agr aph, a trust shal | be consi der ed
irrevocable to the extent that the grantor is not
treated as the owner thereof under Sections 671
t hrough 678 of the Internal Revenue Code.

(21) Sales. The term "sales" neans all gross
recei pts of the taxpayer not allocated under Sections
301, 302 and 303.

(22) State. The term "state" when applied to a
jurisdiction other than this State means any state of the
United States, the District of Colunbia, the Comonweal t h
of Puerto Rico, any Territory or Possession of the United
States, and any foreign country, or any political
subdi vi sion of any of the foregoing. For purposes of the
foreign tax «credit under Section 601, the term"state"
means any state of the United States, the District of
Colunmbia, the Commonwealth of Puerto Rico, and any
territory or possession of the United States, or any
political subdivision of any of the foregoing, effective
for tax years ending on or after Decenber 31, 1989.

(23) Taxable year. The term"taxable year" neans
the cal endar year, or the fiscal year ending during such

cal endar year, upon the basis of which the base incone is
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conputed wunder this Act. "Taxable year" neans, in the
case of a return made for a fractional part of a year
under the provisions of this Act, the period for which
such return i s nmade.

(24) Taxpayer. The term "taxpayer" neans any person

subject to the tax inmposed by this Act.

(25) International banking facility. The term
i nt ernati onal banking facility shall have the sane
meaning as is set forth in the Illinois Banking Act or as

is set forth in the laws of the United States or
regulations of the Board of Governors of the Federal
Reserve System

(26) Inconme Tax Return Preparer.

(A) The term "income tax return preparer”
means any person who prepares for conpensation, or
who enploys one or nore persons to prepare for
conpensation, any return of tax inposed by this Act
or any claimfor refund of tax inposed by this Act.
The preparation of a substantial portion of a return
or claim for refund shall be treated as t he
preparation of that return or claimfor refund.

(B) A person is not an inconme tax return
preparer if all he or she does is

(1) furnish typing, reproducing, or other
mechani cal assi st ance;

(1i) prepare returns or cl ai s for
refunds for the enployer by whom he or she is
regul arly and continuously enpl oyed,;

(ti1) prepare as a fiduciary returns or
clains for refunds for any person; or

(tv) prepare claims for refunds for a
t axpayer in response to any notice of
defi ci ency issued to that taxpayer or in

response to any waiver of restriction after the
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commencenent of an audit of that taxpayer or of
anot her taxpayer if a determnation in the
audi t of the other taxpayer directly or
indirectly affects the tax Iliability of the

t axpayer whose clains he or she is preparing.
(27) Unitary business group. The term"unitary
busi ness group” neans a group of persons related through
common owner shi p whose business activities are integrated
with, dependent upon and contribute to each other. The
group will not include those nenbers whose business
activity outside the United States is 80% or nore of any
such nmenber's total business activity; for purposes of
this paragraph and clause (a) (3) (B) (ii) of Section
304, business activity within the United States shall Dbe
measured by neans of the factors ordinarily applicable
under subsections (a), (b), (c), (d), or (h) of Section
304 except that, in the case of nenbers ordinarily
required to apportion business income by neans of the 3
factor fornmula of property, payroll and sal es specified
in subsection (a) of Section 304, including the formula
as weighted in subsection (h) of Section 304, such
menbers shall not use the sales factor in the conputation
and the results of the property and payroll factor
conputations of subsection (a) of Section 304 shall be

divided by 2 (by one if either the property or payrol
factor has a denomnator of zero). The conputation
required by the preceding sentence shall, in each case,
involve the division of the nenber's property, payroll,
or revenue mles in the United States, insurance pren uns
on property or risk in the United States, or financial
organi zati on business inconme from sources wthin the
United States, as the case may be, by the respective
wor | dw de figures for such itens. Common  ownership in

the case of corporations is the direct or indirect
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control or ownership of nore than 50% of the outstanding
voting stock of the persons carrying on unitary business
activity. Unitary business activity can ordinarily be
illustrated where the activities of the nenbers are: (1)
in t he sane general line (such as nmanufacturing,
whol esaling, retailing of tangible personal property,
i nsurance, transportation or finance); or (2) are steps
in a vertically structured enterprise or process (such as
the steps involved in the producti on of nat ur al
resour ces, which mght include exploration, mning,
refining, and marketing); and, in either instance, the
menbers are functionally integrated through the exercise
of strong centralized nmanagenent (where, for exanple,

authority over such matters as purchasing, financing, tax

conpl i ance, pr oduct line, personnel, marketing and
capital investnent is not left to each nenber). In no
event, however, wIll any unitary business group include

menbers which are ordinarily required to apportion
busi ness incone under different subsections of Section
304 except that for tax years ending on or after Decenber
31, 1987 this prohibition shall not apply to a wunitary
busi ness group conposed of one or nore taxpayers all of
whi ch apportion business income pursuant to subsection
(b) of Section 304, or all of which apportion business
i ncone pursuant to subsection (d) of Section 304, and a
hol ding conpany of such single-factor taxpayers (see
definition of "financial organization" for rule regarding
hol di ng conpanies of financial organizations). If a
unitary business group would, but for the preceding
sentence, include nmenbers that are ordinarily required to
apportion business incone under different subsections of
Section 304, then for each subsection of Section 304 for
which there are two or nore nenbers, there shall be a

separate unitary business group conposed of such nenbers.
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For purposes of the preceding two sentences, a nenber is
"ordinarily required to apportion business incone" under
a particular subsection of Section 304 if it would be
required to use the apportionnent nethod prescribed by
such subsection except for the fact that it derives
busi ness inconme solely from Illinois. If the wunitary
busi ness group nenbers' accounting periods differ, the
common parent's accounting period or, if there is no
common parent, the accounting period of the nenber that
is expected to have, on a recurring basis, the greatest
Illinois inconme tax liability nust be used to determ ne
whether to use the apportionnment nethod provided in
subsection (a) or subsection (h) of Section 304. The
prohi bition against nenbership in a wunitary business
group for taxpayers ordinarily required to apportion
i ncome under different subsections of Section 304 does
not apply to taxpayers required to apportion incone under
subsection (a) and subsection (h) of Section 304. The
provi sions of this anmendatory Act of 1998 apply to tax
years ending on or after Decenber 31, 1998.

(28) Subchapt er S cor poration. The term
"Subchapter S corporation” nmeans a corporation for which
there is in effect an election under Section 1362 of the
I nternal Revenue Code, or for which there is a federa
el ection to opt out of the provisions of the Subchapter S
Revision Act of 1982 and have applied instead the prior

federal Subchapter S rules as in effect on July 1, 1982.

(b) O her definitions.

(1) Words denoting nunber, gender, and so forth,
when wused in this Act, where not otherwi se distinctly
expressed or manifestly inconpatible wth the intent
t her eof :

(A) Wrds inporting the singular include and

apply to several persons, parties or things;
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(B) Wbrds inporting the plural include the
si ngul ar; and

(O Words i nporting the masculine gender
include the fem nine as well.

(2) "Conpany" or "associ ati on" as i ncl udi ng
successors and assi gns. The word "conpany" or
"association", when used in reference to a corporation,
shall be deemed to enbrace the words "successors and
assi gns of such conpany or association", and in |like
manner as if these |ast-naned words, or words of simlar
i nport, were expressed.

(3) Oher terms. Any termused in any Section of
this Act wth respect to the application of, or in
connection wth, the provisions of any other Section of
this Act shall have the sanme neaning as in such other
Secti on.

(Source: P.A 90-613, eff. 7-9-98; 91-535, eff. 1-1-00;
91-913, eff. 1-1-01.)"; and

by replacing Section 99 of the bill with the foll ow ng:

"Section 99. Effective date. This Act takes effect on
January 1, 2002, except that this Section and the changes
made to Sections 201, 202, 203, 209, 502, 506, 701, 905, 911
and 1501 of the 1Illinois |Incone Tax Act take effect upon

becom ng | aw. ".
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