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AN ACT concerning revenue.

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

represented in the General Assembly:

Section 1. Short title. This Act may be cited as the Green

Energy Business Act.

Section 5. Definitions. As used in this Act, the following
words shall have the meanings ascribed to them below, unless
the context otherwise requires:

"Biodiesel" means a renewable diesel fuel derived from
biomass that is intended for use in diesel engines.

"Department" means the Department of Commerce and Economic
Opportunity.

"Ethanol"™ means a product produced from agricultural
commodities or by-products used as a fuel or to be blended with
other fuels for use in motor vehicles.

"Green Energy Business" means a business that:

(1) produces or manufactures components used 1in the
production of electricity from renewable energy resources;
(ii) has the capacity to produce and produces at least

5 megawatts of electricity from renewable energy resources

each year;

(iii) has the capacity to produce and produces no less

than 30,000,000 gallons of biodiesel or ethanol each year.
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"Renewable energy resources" means wind energy; solar
thermal energy; photovoltaic cells and panels; biodiesel;
crops; untreated and unadulterated organic waste Dbiomass;
trees and tree trimmings; hydropower that does not involve new
construction or significant expansion of hydropower dams; and
other alternative sources of environmentally ©preferable
energy. For purposes of this Act, landfill gas produced in the
State 1s a renewable energy resource, but tires; garbage;
general household, institutional, and commercial waste;
industrial lunchroom or office waste; landscape waste (other
than trees and tree trimmings); railroad crossties; utility
poles; and construction or demolition debris (other than
untreated and unadulterated waste wood) are not. Renewable
energy resources also include any renewable energy credit or
credits associated with or generated by a source of energy that
otherwise qualifies as a renewable energy resource under this

Act.

Section 10. Green Energy Business.

(a) To assist in the encouragement, development, growth,
and expansion of the private sector through green energy
projects, the Department may receive and approve applications
for the designation of "Green Energy Business" 1in Illinois.
Applications may be submitted at any time. No later than 90
days after an application is submitted, the Department shall

notify the applicant of the Department's determination as to
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the applicant's qualification to be designated as a Green
FEnergy Business under this Section. To qualify as a Green
Energy Business, a business must meet all of the following
conditions:

(1) It must not be located, at the time of designation,
in an enterprise =zone designated under the TIllinois
Enterprise Zone Act.

(2) It must commit to (i) produce or manufacture
components used 1in the production of electricity from
renewable energy resources; (ii) produce at least 5
megawatts of electricity from renewable energy resources
each vyear; or (iii) produce not less than 30,000,000
gallons of biodiesel or ethanol each year.

(3) It must commit to have the business placed in
service at a qualified property in Illinois.

(4) It must certify in writing that (i) the investments
would not be placed in service at a qualified property
without the tax «credits and exemptions referenced 1in
subsection (b) of this Section and (ii) the job creation or
job retention would not occur without the tax credits and
exemptions referenced in subsection (b) of this Section.
The terms "placed in service" and "qualified property" have
the same meanings as described in subsection (h) of Section
201 of the Illinois Income Tax Act.

(5) It must meet any additional criteria established by

the Department.
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(b) Each business designated as a Green Energy Business by
the Department shall qualify for the credits and exemptions in
Sections 9-222 and 9-222.1A of the Public Utilities Act;
subsection (h) of Section 201 of the Illinois Income Tax Act;
and Section 1d of the Retailers' Occupation Tax Act. Each
business designated as a Green Energy Business under this
Section shall also qualify for the exemption described in
Section 51 of the Retailers' Occupation Tax Act. The credit
provided in subsection (h) of Section 201 of the Illinois
Income Tax Act shall be applicable to investments in qualified
property used to meet the requirements in subdivision (a) (2) of
this Section.

(c) The Department must revoke a Green Energy Business
designation if, within the Department's discretion, the
participating business fails to comply with the terms and

conditions of the designation.

Section 15. Project labor agreements.

(a) Each business designated as a Green Energy Business by
the Department must enter into a project labor agreement. The
project labor agreement must include provisions establishing
(1) the minimum hourly wage for each class of labor
organization employee; (i1) the benefits and other
compensation for each class of labor organization employee; and
(iii) that no strike or disputes will be engaged in by the

labor organization employees; and (iv) that no lockout or
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disputes will be engaged in by the owner of a Green Energy
Business. The owner of a Green Energy Business and the labor
organizations shall have the authority to include other terms
and conditions as they deem necessary.

(b) Each project labor agreement shall be filed with the
Director in accordance with the procedures established by the
Department. At a minimum, the project labor agreement must
provide the names, addresses, and occupations of the owner of
the Green Energy Business and the individuals representing the
labor organization employees participating in the project
labor agreement. The agreement must also specify the terms and

conditions required in subsection (a) of this Section.

Section 20. The Illinocis Income Tax Act 1is amended by

changing Section 201 as follows:

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

Sec. 201. Tax Imposed.

(a) In general. A tax measured by net income 1is hereby
imposed on every individual, corporation, trust and estate for
each taxable year ending after July 31, 1969 on the privilege
of earning or receiving income in or as a resident of this
State. Such tax shall be in addition to all other occupation or
privilege taxes imposed by this State or by any municipal
corporation or political subdivision thereof.

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

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

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

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

(4) (Blank).

(5) (Blank).

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

(7) In the case of a corporation, for taxable years
beginning prior to July 1, 1989 and ending after June 30,
1989, an amount equal to the sum of (i) 4% of the

taxpayer's net income for the period prior to July 1, 1989,



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

SB2252 Engrossed -7 - LRB096 10038 JDS 20202 b

o)

as calculated under Section 202.3, and (ii) 4.8% of the

taxpayer's net income for the period after June 30, 1989,

as calculated under Section 202.3.

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

(c) Personal Property Tax Replacement Income Tax.
Beginning on July 1, 1979 and thereafter, in addition to such
income tax, there is also hereby imposed the Personal Property
Tax Replacement Income Tax measured by net income on every
corporation (including Subchapter S corporations), partnership
and trust, for each taxable year ending after June 30, 1979.
Such taxes are imposed on the privilege of earning or receiving
income in or as a resident of this State. The Personal Property
Tax Replacement Income Tax shall be in addition to the income
tax imposed by subsections (a) and (b) of this Section and in
addition to all other occupation or privilege taxes imposed by
this State or by any municipal corporation or political
subdivision thereof.

(d) Additional Personal Property Tax Replacement Income
Tax Rates. The personal property tax replacement income tax
imposed by this subsection and subsection (c) of this Section
in the case of a corporation, other than a Subchapter S
corporation and except as adjusted by subsection (d-1), shall
be an additional amount equal to 2.85% of such taxpayer's net

income for the taxable year, except that beginning on January
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1, 1981, and thereafter, the rate of 2.85% specified in this
subsection shall be reduced to 2.5%, and in the case of a
partnership, trust or a Subchapter S corporation shall be an
additional amount equal to 1.5% of such taxpayer's net income
for the taxable year.

(d-1) Rate reduction for certain foreign insurers. In the
case of a foreign insurer, as defined by Section 35A-5 of the
Illinois Insurance Code, whose state or country of domicile
imposes on insurers domiciled in Illinois a retaliatory tax
(excluding any insurer whose premiums from reinsurance assumed
are 50% or more of its total insurance premiums as determined
under paragraph (2) of subsection (b) of Section 304, except
that for purposes of this determination premiums from
reinsurance do not include premiums from inter-affiliate
reinsurance arrangements), beginning with taxable years ending
on or after December 31, 1999, the sum of the rates of tax
imposed by subsections (b) and (d) shall be reduced (but not
increased) to the rate at which the total amount of tax imposed
under this Act, net of all credits allowed under this Act,
shall equal (i) the total amount of tax that would be imposed
on the foreign insurer's net income allocable to Illinois for
the taxable year by such foreign insurer's state or country of
domicile if that net income were subject to all income taxes
and taxes measured by net income imposed by such foreign
insurer's state or country of domicile, net of all credits

allowed or (ii) a rate of zero if no such tax is imposed on such
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income by the foreign insurer's state of domicile. For the
purposes of this subsection (d-1), an inter-affiliate includes
a mutual insurer under common management.

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

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

(B) the privilege tax imposed by Section 409 of the

Illinois Insurance Code, the fire insurance company

tax imposed by Section 12 of the Fire Investigation

Act, and the fire department taxes imposed under

Section 11-10-1 of the Illinois Municipal Code,
equals 1.25% for taxable years ending prior to December 31,
2003, or 1.75% for taxable vyears ending on or after
December 31, 2003, of the net taxable premiums written for
the taxable year, as described by subsection (1) of Section
409 of the Illinois Insurance Code. This paragraph will in
no event increase the rates imposed under subsections (b)
and (d) .

(2) Any reduction in the rates of tax imposed by this
subsection shall be applied first against the rates imposed
by subsection (b) and only after the tax imposed by
subsection (a) net of all credits allowed under this

Section other than the credit allowed under subsection (1)
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has been reduced to zero, against the rates imposed by

subsection (d).

This subsection (d-1) 1s exempt from the provisions of
Section 250.

(e) Investment credit. A taxpayer shall be allowed a credit
against the Personal Property Tax Replacement Income Tax for
investment in qualified property.

(1) A taxpayer shall be allowed a credit equal to .5%
of the basis of qualified property placed in service during
the taxable vyear, provided such property is placed in
service on or after July 1, 1984. There shall be allowed an
additional credit equal to .5% of the basis of qualified
property placed 1in service during the taxable vyear,
provided such property is placed in service on or after
July 1, 1986, and the taxpayer's base employment within
Illinois has increased by 1% or more over the preceding
year as determined by the taxpayer's employment records
filed with the Illinois Department of Employment Security.
Taxpayers who are new to Illinois shall be deemed to have
met the 1% growth in base employment for the first year in
which they file employment records with the TIllinois
Department of Employment Security. The provisions added to
this Section by Public Act 85-1200 (and restored by Public
Act 87-895) shall be construed as declaratory of existing
law and not as a new enactment. If, in any vyear, the

increase 1in Dbase employment within Illinois over the
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preceding year is less than 1%, the additional credit shall
be 1limited to that percentage times a fraction, the
numerator of which is .5% and the denominator of which is
1%, but shall not exceed .5%. The investment credit shall
not be allowed to the extent that it would reduce a
taxpayer's liability in any tax year below zero, nor may
any credit for qualified property be allowed for any year
other than the year in which the property was placed in
service in Illinois. For tax years ending on or after
December 31, 1987, and on or before December 31, 1988, the
credit shall be allowed for the tax year in which the
property is placed in service, or, 1if the amount of the
credit exceeds the tax liability for that year, whether it
exceeds the original liability or the liability as later
amended, such excess may be carried forward and applied to
the tax 1liability of the 5 taxable years following the
excess credit years if the taxpayer (i) makes investments
which cause the creation of a minimum of 2,000 full-time
equivalent Jjobs in 1Illinois, (i) is located 1n an

enterprise zone established pursuant to the 1Illinois

Enterprise Zone Act and (iii) 1is certified by the
Department of Commerce and Community Affairs (now
Department of Commerce and Economic Opportunity) as

complying with the requirements specified in clause (i) and
(ii) by July 1, 1986. The Department of Commerce and

Community Affairs (now Department of Commerce and Economic
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Opportunity) shall notify the Department of Revenue of all
such certifications immediately. For tax years ending
after December 31, 1988, the credit shall be allowed for
the tax year in which the property is placed in service,
or, if the amount of the credit exceeds the tax liability
for that year, whether it exceeds the original liability or
the liability as later amended, such excess may be carried
forward and applied to the tax liability of the 5 taxable
years following the excess credit years. The credit shall
be applied to the earliest year for which there is a
liability. If there is credit from more than one tax year
that 1is available to offset a liability, earlier credit
shall be applied first.

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

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

(B) is depreciable pursuant to Section 167 of the
Internal Revenue Code, except that "3-year property”
as defined in Section 168 (c) (2) (A) of that Code 1is not

eligible for the credit provided by this subsection
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(e);

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

(D) 1is wused in 1Illinois by a taxpayer who 1is
primarily engaged in manufacturing, or in mining coal
or fluorite, or in retailing, or was placed in service
on or after July 1, 2006 in a River Edge Redevelopment
zZone established pursuant to the River Edge
Redevelopment Zone Act; 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 purposes of this subsection (e),
"manufacturing" means the material staging and production
of tangible ©personal property by procedures commonly
regarded as manufacturing, processing, fabrication, or
assembling which changes some existing material into new
shapes, new qualities, or new combinations. For purposes of
this subsection (e) the term "mining" shall have the same
meaning as the term "mining" in Section 613(c) of the
Internal Revenue Code. For purposes of this subsection (e),
the term "retailing" means the sale of tangible personal
property or services rendered in conjunction with the sale
of tangible consumer goods or commodities.

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

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

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

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

(8) Unless the investment credit is extended by law,
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the basis of qualified property shall not include costs
incurred after December 31, 2008, except for costs incurred
pursuant to a binding contract entered into on or before
December 31, 2008.

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

For taxable years ending on or after December 31, 2000,
a partner that qualifies its partnership for a subtraction
under subparagraph (I) of paragraph (2) of subsection (d)
of Section 203 or a shareholder that qualifies a Subchapter
S corporation for a subtraction under subparagraph (S) of

paragraph (2) of subsection (b) of Section 203 shall be
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allowed a credit under this subsection (e) equal to its
share of the credit earned under this subsection (e) during
the taxable vyear by the partnership or Subchapter S
corporation, determined in accordance with the
determination of income and distributive share of income
under Sections 702 and 704 and Subchapter S of the Internal
Revenue Code. This paragraph is exempt from the provisions
of Section 250.

(£) Investment credit; Enterprise Zone; River Edge

Redevelopment Zone.

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

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

(A) is tangible, whether new or used, including
buildings and structural components of buildings;

(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
()7

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

(D) 1is used in the Enterprise Zone or River Edge

Redevelopment Zone by the taxpayer; 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 compute the depreciation deduction for federal
income tax purposes.

(4) If the basis of the property for federal income tax
depreciation purposes is increased after it has been placed
in service 1in the Enterprise Zone or River Edge
Redevelopment Zone by the taxpayer, the amount of such
increase shall be deemed property placed in service on the
date of such increase in basis.

(5) The term "placed in service" shall have the same
meaning 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 months after being placed in service, or the situs of
any qualified property is moved outside the Enterprise Zone
or River Edge Redevelopment Zone within 48 months after
being placed in service, the tax imposed under subsections
(a) and (b) of this Section for such taxable year shall be

increased. Such increase shall be determined by (i)
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recomputing the investment credit which would have been
allowed for the year in which credit for such property was
originally allowed by eliminating such property from such
computation, and (ii) subtracting such recomputed credit
from the amount of credit previously allowed. For the
purposes of this paragraph (6), a reduction of the basis of
qualified property resulting from a redetermination of the
purchase price shall be deemed a disposition of qualified
property to the extent of such reduction.

(7) There shall be allowed an additional credit equal
to 0.5% of the Dbasis of qualified property placed in
service during the taxable vyear in a River Edge
Redevelopment Zone, provided such property 1is placed in
service on or after July 1, 2006, and the taxpayer's base
employment within Illinois has increased by 1% or more over
the preceding year as determined by the taxpayer's
employment records filed with the Illinois Department of
Employment Security. Taxpayers who are new to Illinois
shall be deemed to have met the 1% growth in base
employment for the first year in which they file employment
records with the Illinois Department of Employment
Security. If, in any year, the increase in base employment
within Illinois over the preceding year is less than 1%,
the additional credit shall be limited to that percentage
times a fraction, the numerator of which is 0.5% and the

denominator of which is 1%, but shall not exceed 0.5%.
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(9) Jobs Tax Credit; Enterprise Zone, River Edge

Redevelopment Zone, and Foreign Trade Zone or Sub-Zone.

(1) A taxpayer conducting a trade or business in an
enterprise zone or a High Impact Business designated by the
Department of Commerce and Economic Opportunity or for
taxable years ending on or after December 31, 2006, in a
River Edge Redevelopment Zone conducting a trade or
business in a federally designated Foreign Trade Zone or
Sub-Zone shall be allowed a credit against the tax imposed
by subsections (a) and (b) of this Section in the amount of
$500 per eligible employee hired to work in the zone during
the taxable year.

(2) To qualify for the credit:

(A) the taxpayer must hire 5 or more eligible
employees to work in an enterprise =zone, River Edge
Redevelopment Zone, or federally designated Foreign
Trade Zone or Sub-Zone during the taxable year;

(B) the taxpayer's total employment within the
enterprise zone, River Edge Redevelopment Zone, or
federally designated Foreign Trade Zone or Sub-Zone
must increase by 5 or more full-time employees beyond
the total employed in that zone at the end of the
previous tax year for which a jobs tax credit under
this Section was taken, or beyond the total employed by
the taxpayer as of December 31, 1985, whichever is

later; and
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(C) the eligible employees must be employed 180
consecutive days 1in order to be deemed hired for
purposes of this subsection.

(3) An "eligible employee" means an employee who is:

(A) Certified by the Department of Commerce and
Economic Opportunity as "eligible for services"
pursuant to regulations promulgated in accordance with
Title II of the Job Training Partnership Act, Training
Services for the Disadvantaged or Title III of the Job
Training Partnership Act, Employment and Training
Assistance for Dislocated Workers Program.

(B) Hired after the enterprise zone, River Edge
Redevelopment Zone, or federally designated Foreign
Trade Zone or Sub-Zone was designated or the trade or
business was located in that zone, whichever is later.

(C) Employed in the enterprise zone, River Edge
Redevelopment Zone, or Foreign Trade Zone or Sub-Zone.
An employee 1is employed 1n 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 services performed.

(D) A full-time employee working 30 or more hours
per week.

(4) For tax years ending on or after December 31, 1985

and prior to December 31, 1988, the credit shall be allowed

for the tax year in which the eligible employees are hired.
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For tax years ending on or after December 31, 1988, the
credit shall be allowed for the tax year immediately
following the tax year in which the eligible employees are
hired. If the amount of the credit exceeds the tax
liability for that year, whether it exceeds the original
liability or the 1liability as later amended, such excess
may be carried forward and applied to the tax liability of
the 5 taxable years following the excess credit year. The
credit shall be applied to the earliest year for which
there is a liability. If there is credit from more than one
tax year that is available to offset a liability, earlier
credit shall be applied first.

(5) The Department of Revenue shall promulgate such
rules and regulations as may be deemed necessary to carry
out the purposes of this subsection (g).

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

(h) Investment credit; High Impact Business; Green Energy

Business.

(1) Subject to subsection (a) of Section 10 of the

Green Energy Business Act, or subsections (b) and (b-5) of

Section 5.5 of the Illinois Enterprise Zone Act, a taxpayer
shall be allowed a credit against the tax imposed by
subsections (a) and (b) of this Section for investment in
qualified property which is placed in service by a

Department of Commerce and Economic Opportunity designated
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Green Energy Business or High Impact Business. The credit

shall be .5% of the basis for such property. The credit
shall not be available (i) until the minimum investments in
qualified property set forth in subdivision (a) (3) (A) of
Section 5.5 of the Illinois Enterprise Zone Act have been

satisfied or (ii) until the Department of Commerce and

Economic Opportunity designates the business as a Green

Energy Business under the Green Energy Business Act, or

until the time authorized in subsection (b-5) of the
Illinois Enterprise Zone Act for entities designated as
High Impact Businesses under subdivisions (a) (3) (B),
(a) (3) (C), and (a) (3) (D) of Section 5.5 of the Illinois
Enterprise Zone Act, and shall not be allowed to the extent
that it would reduce a taxpayer's liability for the tax
imposed by subsections (a) and (b) of this Section to below
zero. The credit applicable to such investments shall be
taken in the taxable year in which such investments have
been completed. The <credit for additional investments
beyond the minimum investment by a designated high impact
business authorized under subdivision (a) (3) (A) of Section
5.5 of the Illinois Enterprise Zone Act 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
would reduce a taxpayer's liability for the tax imposed by
subsections (a) and (b) of this Section to below zero. For

tax years ending on or after December 31, 1987, the credit
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shall be allowed for the tax year in which the property is
placed in service, or, if the amount of the credit exceeds
the tax liability for that year, whether it exceeds the
original liability or the liability as later amended, such
excess may be carried forward and applied to the tax
liability of the 5 taxable years following the excess
credit year. The credit shall be applied to the earliest
year for which there is a liability. If there is credit
from more than one tax year that is available to offset a
liability, the credit accruing first in time shall be
applied first.

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

(2) The term qualified property means property which:

(A) is tangible, whether new or used, including
buildings and structural components of buildings;

(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);

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

(D) is not eligible for the Enterprise Zone

Investment Credit provided by subsection (f) of this
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Section.

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

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

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

(6) If during any taxable year ending on or before
December 31, 1996, any property ceases to be qualified
property in the hands of the taxpayer within 48 months
after Dbeing placed in service, or the situs of any
qualified property is moved outside Illinois within 48
months after being placed in service, the tax imposed under
subsections (a) and (b) of this Section for such taxable
year shall be increased. Such increase shall be determined
by (i) recomputing the investment credit which would have
been allowed for the year in which credit for such property
was originally allowed by eliminating such property from
such computation, and (ii) subtracting such recomputed
credit from the amount of credit previously allowed. For

the purposes of this paragraph (6), a reduction of the
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basis of qualified property resulting from a
redetermination of the purchase price shall be deemed a
disposition of qualified property to the extent of such
reduction.

(7) Beginning with tax years ending after December 31,

1996, if a taxpayer qualifies for the credit under this

subsection (h) and thereby is granted a tax abatement and

the taxpayer relocates its entire facility in violation of
the explicit terms and length of the contract under Section

18-183 of the Property Tax Code, the tax imposed under

subsections (a) and (b) of this Section shall be increased

for the taxable year in which the taxpayer relocated its
facility by an amount equal to the amount of credit

received by the taxpayer under this subsection (h).

(i) Credit for Personal Property Tax Replacement Income
Tax. For tax years ending prior to December 31, 2003, a credit
shall be allowed against the tax imposed by subsections (a) and
(b) of this Section for the tax imposed by subsections (c) and
(d) of this Section. This credit shall be computed by
multiplying the tax imposed by subsections (c) and (d) of this
Section by a fraction, the numerator of which is base income
allocable to Illinois and the denominator of which is Illinois
base income, and further multiplying the product by the tax
rate imposed by subsections (a) and (b) of this Section.

Any credit earned on or after December 31, 1986 under this

subsection which is unused in the year the credit is computed
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because it exceeds the tax liability imposed by subsections (a)
and (b) for that vyear (whether it exceeds the original
liability or the liability as later amended) may be carried
forward and applied to the tax liability imposed by subsections
(a) and (b) of the 5 taxable years following the excess credit
year, provided that no credit may be carried forward to any
year ending on or after December 31, 2003. This credit shall be
applied first to the earliest vyear for which there 1is a
liability. If there is a credit under this subsection from more
than one tax year that is available to offset a liability the
earliest credit arising under this subsection shall be applied
first.

If, during any taxable year ending on or after December 31,
1986, the tax imposed by subsections (c) and (d) of this
Section for which a taxpayer has claimed a credit under this
subsection (i) is reduced, the amount of credit for such tax
shall also be reduced. Such reduction shall be determined by
recomputing the credit to take into account the reduced tax
imposed by subsections (c) and (d). If any portion of the
reduced amount of credit has been carried to a different
taxable year, an amended return shall be filed for such taxable
year to reduce the amount of credit claimed.

(J) Training expense credit. Beginning with tax years
ending on or after December 31, 1986 and prior to December 31,
2003, a taxpayer shall be allowed a credit against the tax

imposed by subsections (a) and (b) under this Section for all
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amounts paid or accrued, on behalf of all persons employed by
the taxpayer in Illinois or Illinois residents employed outside
of Illinois by a taxpayer, for educational or vocational
training in semi-technical or technical fields or semi-skilled
or skilled fields, which were deducted from gross income in the
computation of taxable income. The credit against the tax
imposed by subsections (a) and (b) shall be 1.6% of such
training expenses. For partners, shareholders of subchapter S
corporations, and owners of limited liability companies, if the
liability company is treated as a partnership for purposes of
federal and State income taxation, there shall be allowed a
credit under this subsection (j) to be determined in accordance
with the determination of income and distributive share of
income under Sections 702 and 704 and subchapter S of the
Internal Revenue Code.

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 following the year for which the credit is
first computed until it is used. This credit shall be applied
first to the earliest year for which there is a liability. If
there is a credit under this subsection from more than one tax
year that 1is available to offset a liability the earliest
credit arising under this subsection shall be applied first. No
carryforward credit may be claimed in any tax year ending on or
after December 31, 2003.

(k) Research and development credit.
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For tax years ending after July 1, 1990 and prior to
December 31, 2003, and beginning again for tax years ending on
or after December 31, 2004, a taxpayer shall be allowed a
credit against the tax imposed by subsections (a) and (b) of
this Section for increasing research activities in this State.
The credit allowed against the tax imposed 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,
shareholders of subchapter S corporations, and owners of
limited 1liability companies, 1if the 1liability company 1is
treated as a partnership for purposes of federal and State
income taxation, there shall be allowed a credit under this
subsection to be determined in accordance with the
determination of income and distributive share of income under
Sections 702 and 704 and subchapter S of the Internal Revenue
Code.

For purposes of this subsection, "qualifying expenditures"
means the qualifying expenditures as defined for the federal
credit for increasing research activities which would be
allowable under Section 41 of the Internal Revenue Code and
which are conducted in this State, "qualifying expenditures for
increasing research activities in this State" means 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" means the average

of the qualifying expenditures for each vyear 1in the base
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period, and "base period" means the 3 taxable years immediately
preceding the taxable year for which the determination is being
made.

Any credit in excess of the tax liability for the taxable
year may be carried forward. A taxpayer may elect to have the
unused credit shown on its final completed return carried over
as a credit against the tax liability for the following 5
taxable years or until it has been fully used, whichever occurs
first; provided that no credit earned in a tax year ending
prior to December 31, 2003 may be carried forward to any year
ending on or after December 31, 2003.

If an unused credit is carried forward to a given year from
2 or more earlier years, that credit arising in the earliest
year will be applied first against the tax liability for the
given vyear. If a tax liability for the given vyear still
remains, the credit from the next earliest year will then be
applied, and so on, until all credits have been used or no tax
liability for the given year remains. Any remaining unused
credit or credits then will 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 more
than 5 years after the year in which the expense for which the
credit is given was incurred.

No inference shall be drawn from this amendatory Act of the
91st General Assembly in construing this Section for taxable

years beginning before January 1, 1999.
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(1) Environmental Remediation Tax Credit.

(1) For tax years ending after December 31, 1997 and on
or before December 31, 2001, a taxpayer shall be allowed a
credit against the tax imposed by subsections (a) and (b)
of this Section for certain amounts paid for unreimbursed
eligible remediation costs, as specified in this
subsection. For purposes of this Section, "unreimbursed
eligible remediation costs" means costs approved by the
Illinois Environmental Protection Agency ("Agency") under
Section 58.14 of the Environmental Protection Act that were
paid in performing environmental remediation at a site for
which a No Further Remediation Letter was issued by the
Agency and recorded under Section 58.10 of the
Environmental Protection Act. The credit must be claimed
for the taxable vyear in which Agency approval of the
eligible remediation 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 remedial action
pursuant to the Site Remediation Program of the
Environmental Protection Act. After the Pollution Control
Board rules are adopted pursuant to the Illinois
Administrative Procedure Act for the administration and
enforcement of Section 58.9 of the Environmental

Protection Act, determinations as to credit availability
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for purposes of this Section shall be made consistent with
those rules. For purposes of this Section, "taxpayer"
includes a person whose tax attributes the taxpayer has
succeeded to under Section 381 of the Internal Revenue Code
and "related party" includes the persons disallowed a
deduction for losses by paragraphs (b), (c), and (f) (1) of
Section 267 of the Internal Revenue Code by virtue of being
a related taxpayer, as well as any of its partners. The
credit allowed against the tax imposed by subsections (a)
and (b) shall be equal to 25% of the unreimbursed eligible
remediation 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 determined by the
Department of Commerce and Community Affairs (now
Department of Commerce and Economic Opportunity). The
total credit allowed shall not exceed $40,000 per year with
a maximum total of $150,000 per site. For partners and
shareholders of subchapter S corporations, there shall be
allowed a credit under this subsection to be determined in
accordance with the determination of income and
distributive share of income under Sections 702 and 704 and
subchapter S of the Internal Revenue Code.

(1ii) A credit allowed under this subsection that 1is
unused in the year the credit is earned may be carried
forward to each of the 5 taxable years following the year

for which the credit is first earned until it is used. The
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term "unused credit" does not include any amounts of
unreimbursed eligible remediation costs in excess of the
maximum credit per site authorized under paragraph (i).
This credit shall be applied first to the earliest year for
which there is a liability. If there is a credit under this
subsection from more than one tax year that is available to
offset a liability, the earliest 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 remediation site for which the credit
was granted. The purchaser of a remediation site and the
tax credit shall succeed to the unused credit and remaining
carry-forward period of the seller. To perfect the
transfer, the assignor shall record the transfer in the
chain of title for the site and provide written notice to
the Director of the Illinois Department of Revenue of the
assignor's intent to sell the remediation site and the
amount of the tax credit to be transferred as a portion of
the sale. In no event may a credit be transferred to any
taxpayer if the taxpayer or a related party would not be
eligible under the provisions of subsection (i).

(iii) For purposes of this Section, the term "site"
shall have the same meaning as under Section 58.2 of the
Environmental Protection Act.

(m) Education expense credit. Beginning with tax years

ending after December 31, 1999, a taxpayer who is the custodian
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of one or more qualifying pupils shall be allowed a credit
against the tax imposed 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 claimed by a family that is the
custodian of gqualifying pupils exceed $500. In no event shall a
credit under this subsection reduce the taxpayer's liability
under this Act to less than zero. This subsection is exempt
from the provisions of Section 250 of this Act.

For purposes of this subsection:

"Qualifying pupils" means individuals who (1) 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-time pupils enrolled in a kindergarten through
twelfth grade education program at any school, as defined in
this subsection.

"Qualified education expense" means the amount incurred on
behalf of a qualifying pupil in excess of $250 for tuition,
book fees, and lab fees at the school in which the pupil is
enrolled during the regular school year.

"School" means any public or nonpublic elementary or
secondary school in Illinois that is in compliance with Title
VI of the Civil Rights Act of 1964 and attendance at which

satisfies the requirements of Section 26-1 of the School Code,
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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.

"Custodian" means, with respect to qualifying pupils, an
Illinois resident who 1is a parent, the parents, a legal
guardian, or the legal guardians of the qualifying pupils.

(n) River Edge Redevelopment Zone site remediation tax
credit.

(1) For tax years ending on or after December 31, 2006,

a taxpayer shall be allowed a credit against the tax

imposed by subsections (a) and (b) of this Section for

certain amounts paid for unreimbursed eligible remediation
costs, as specified in this subsection. For purposes of
this Section, "unreimbursed eligible remediation costs"
means costs approved by the 1Illinois Environmental

Protection Agency ("Agency") under Section 58.14a of the

Environmental Protection Act that were paid in performing

environmental remediation at a site within a River Edge

Redevelopment Zone for which a No Further Remediation

Letter was issued by the Agency and recorded under Section

58.10 of the Environmental Protection Act. The credit must

be claimed for the taxable year in which Agency approval of

the eligible remediation costs is granted. The credit 1is
not available to any taxpayer 1f the taxpayer or any
related party caused or contributed to, in any material

respect, a release of regulated substances on, in, or under
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the site that was identified and addressed by the remedial
action pursuant to the Site Remediation Program of the
Environmental Protection Act. Determinations as to credit
availability for purposes of this Section shall be made
consistent with rules adopted by the Pollution Control
Board pursuant to the Illinois Administrative Procedure
Act for the administration and enforcement of Section 58.9
of the Environmental Protection Act. For purposes of this
Section, "taxpayer" includes a person whose tax attributes
the taxpayer has succeeded to under Section 381 of the
Internal Revenue Code and "related party" includes the
persons disallowed a deduction for losses by paragraphs
(b), (c), and (f) (1) of Section 267 of the Internal Revenue
Code by virtue of being a related taxpayer, as well as any
of its partners. The credit allowed against the tax imposed
by subsections (a) and (b) shall be equal to 25% of the
unreimbursed eligible remediation costs 1in excess of
$100,000 per site.

(1ii) A credit allowed under this subsection that is
unused 1in the year the credit 1is earned may be carried
forward to each of the 5 taxable years following the year
for which the credit is first earned until it is used. This
credit shall be applied first to the earliest year for
which there is a liability. If there is a credit under this
subsection from more than one tax year that is available to

offset a liability, the earliest credit arising under this
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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 remediation site for which the credit
was granted. The purchaser of a remediation site and the
tax credit shall succeed to the unused credit and remaining
carry-forward period of the seller. To perfect the
transfer, the assignor shall record the transfer in the
chain of title for the site and provide written notice to
the Director of the Illinois Department of Revenue of the
assignor's intent to sell the remediation site and the
amount of the tax credit to be transferred as a portion of
the sale. In no event may a credit be transferred to any
taxpayer if the taxpayer or a related party would not be
eligible under the provisions of subsection (1i).

(iii) For purposes of this Section, the term "site"
shall have the same meaning as under Section 58.2 of the
Environmental Protection Act.

(iv) This subsection is exempt from the provisions of

Section 250.

(Source: P.A. 94-1021, eff. 7-12-06; 95-454, eff. 8-27-07.)

Section 25. The Retailers' Occupation Tax Act is amended by

changing Sections 1d, le, 1f, and 51 as follows:

(35 ILCS 120/1d) (from Ch. 120, par. 440d)

Sec. 1d. Subject to the provisions of Section 1f, all
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tangible personal property to be used or consumed within an
enterprise zone established ©pursuant to the "Illinois
Enterprise Zone Act", as amended, or subject to the provisions
of Section 5.5 of the Illinois Enterprise Zone Act, or subject

to the provisions of Section 10 of the Green Energy Business

Act, all tangible personal property to be used or consumed by

any High Impact Business or Green Energy Businessy 1n the

process of the manufacturing or assembly of tangible personal
property for wholesale or retail sale or lease or in the
process of graphic arts production if used or consumed at a
facility which is a Department of Commerce and Economic
Opportunity certified business and located in a county of more
than 4,000 persons and less than 45,000 persons is exempt from
the tax imposed by this Act. This exemption includes repair and
replacement parts for machinery and equipment used primarily in
the process of manufacturing or assembling tangible personal
property or in the process of graphic arts production if used
or consumed at a facility which is a Department of Commerce and
Economic Opportunity certified business and located in a county
of more than 4,000 persons and less than 45,000 persons for
wholesale or retail sale, or lease, and equipment,
manufacturing or graphic arts fuels, material and supplies for
the maintenance, repair or operation of such manufacturing or
assembling or graphic arts machinery or equipment.

(Source: P.A. 94-793, eff. 5-19-006.)
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(35 ILCS 120/1e) (from Ch. 120, par. 440e)
Sec. le. Subject to the provisions of Section 1f, or
subject to the provisions of Section 5.5 of the Illinois

Enterprise Zone Act, or subject to the provisions of Section 10

of the Green Energy Business Act, all tangible personal

property to be used or consumed in the operation of pollution
control facilities, as defined in Section 1la of this Act,
within an enterprise zone established pursuant to the "Illinois
Enterprise Zone Act", as amended, shall be exempt from the tax
imposed by this Act.

(Source: P.A. 85-1182.)

(35 TLCS 120/1f) (from Ch. 120, par. 440f)

Sec. 1f. Except for High Impact Businesses or Green Energy

Businesses, the exemption stated in Sections 1d and le of this
Act shall only apply to business enterprises which:

(1) either (i) make investments which cause the
creation of a minimum of 200 full-time equivalent jobs in
Illinois or (ii) make investments which cause the retention
of a minimum of 2000 full-time jobs in Illinois or (iii)
make investments of a minimum of $40,000,000 and retain at
least 90% of the Jjobs in place on the date on which the
exemption is granted and for the duration of the exemption;
and

(2) are located in an Enterprise Zone established

pursuant to the Illinois Enterprise Zone Act; and
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(3) are certified by the Department of Commerce and
Economic Opportunity as complying with the requirements
specified in clauses (1), (2) and (3).

Any business enterprise seeking to avail itself of the
exemptions stated in Sections 1d or 1le, or both, shall make
application to the Department of Commerce and Economic
Opportunity in such form and providing such information as may
be prescribed by the Department of Commerce and Economic
Opportunity. However, no business enterprise shall Dbe
required, as a condition for certification under clause (4) of
this Section, to attest that its decision to invest under
clause (1) of this Section and to locate under clause (2) of
this Section 1is predicated upon the availability of the
exemptions authorized by Sections 1d or le.

The Department of Commerce and Economic Opportunity shall
determine whether the business enterprise meets the criteria
prescribed in this Section. If the Department of Commerce and
Economic Opportunity determines that such business enterprise
meets the criteria, it shall issue a certificate of eligibility
for exemption to the business enterprise in such form as 1is
prescribed by the Department of Revenue. The Department of
Commerce and Economic Opportunity shall act upon such
certification requests within 60 days after receipt of the
application, and shall file with the Department of Revenue a
copy of each certificate of eligibility for exemption.

The Department of Commerce and Economic Opportunity shall
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have the power to promulgate rules and regulations to carry out
the provisions of this Section including the power to define
the amounts and types of eligible investments not specified in
this Section which business enterprises must make in order to
receive the exemptions stated in Sections 1d and le of this
Act; and to require that any business enterprise that is
granted a tax exemption repay the exempted tax if the business
enterprise fails to comply with the terms and conditions of the
certification.

Such certificate of eligibility for exemption shall be
presented by the business enterprise to its supplier when
making the initial purchase of tangible personal property for
which an exemption is granted by Section 1d or Section le, or
both, together with a certification by the business enterprise
that such tangible personal property is exempt from taxation
under Section 1d or Section le and by indicating the exempt
status of each subsequent purchase on the face of the purchase
order.

The Department of Commerce and Economic Opportunity shall
determine the period during which such exemption from the taxes
imposed under this Act is in effect which shall not exceed 20
years.

(Source: P.A. 94-793, eff. 5-19-06.)

(35 ILCS 120/51) (from Ch. 120, par. 4441)

Sec. 51. Beginning January 1, 1995, each retailer who makes
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a sale of building materials that will be incorporated into a
High Impact Business location as designated by the Department
of Commerce and Economic Opportunity under Section 5.5 of the

Illinois Enterprise Zone Act or Section 10 of the Green Energy

Business Act may deduct receipts from such sales when

calculating only the 6.25% State rate of tax imposed by this
Act. Beginning on the effective date of this amendatory Act of
1995, a retailer may also deduct receipts from such sales when
calculating any applicable local taxes. However, until the
effective date of this amendatory Act of 1995, a retailer may
file claims for credit or refund to recover the amount of any
applicable local tax paid on such sales. No retailer who is
eligible for the deduction or credit under Section 5k of this
Act for making a sale of building materials to be incorporated
into real estate in an enterprise =zone by rehabilitation,
remodeling or new construction shall be eligible for the
deduction or credit authorized under this Section.

(Source: P.A. 94-793, eff. 5-19-006.)

Section 30. The Public Utilities Act is amended by changing

Sections 9-222 and 9-222.1A as follows:

(220 ILCS 5/9-222) (from Ch. 111 2/3, par. 9-222)
Sec. 9-222. Whenever a tax is imposed upon a public utility
engaged in the business of distributing, supplying,

furnishing, or selling gas for use or consumption pursuant to
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Section 2 of the Gas Revenue Tax Act, or whenever a tax is
required to be collected by a delivering supplier pursuant to
Section 2-7 of the Electricity Excise Tax Act, or whenever a
tax is imposed upon a public utility pursuant to Section 2-202
of this Act, such utility may charge its customers, other than

customers who are Green Energy Businesses under Section 10 of

the Green FEnergy Business Act, High Impact Businesses high

Hpaet—businesses under Section 5.5 of the Illinois Enterprise

Zone Act, or certified business enterprises under Section

9-222.1 of this Act, to the extent of such exemption and during
the period in which such exemption is in effect, in addition to
any rate authorized by this Act, an additional charge equal to
the total amount of such taxes. The exemption of this Section

relating to High Impact Businesses high—impaetbusinmesses shall

be subject to the provisions of subsections (a), (b), and (b-5)

of Section 5.5 of the TIllinois Enterprise Zone Act. The

exemption of this Section relating to Green Energy Businesses

shall be subject to the provisions of subsection (a) of Section

10 of the Green Energy Business Act. This requirement shall not

apply to taxes on invested capital imposed pursuant to the
Messages Tax Act, the Gas Revenue Tax Act and the Public
Utilities Revenue Act. Such wutility shall file with the
Commission a supplemental schedule which shall specify such
additional charge and which shall become effective upon filing
without further notice. Such additional charge shall be shown

separately on the utility bill to each customer. The Commission
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shall have the power to investigate whether or not such
supplemental schedule correctly specifies such additional
charge, but shall have no power to suspend such supplemental
schedule. If the Commission finds, after a hearing, that such
supplemental schedule does not correctly specify such
additional charge, it shall by order require a refund to the
appropriate customers of the excess, if any, with interest, in
such manner as it shall deem just and reasonable, and in and by
such order shall require the utility to file an amended
supplemental schedule corresponding to the finding and order of
the Commission. Except with respect to taxes imposed on
invested capital, such tax liabilities shall be recovered from
customers solely by means of the additional charges authorized
by this Section.

(Source: P.A. 91-914, eff. 7-7-00; 92-12, eff. 7-1-01.)

(220 ILCS 5/9-222.1R)

Sec. 9-222.1A. High dimpact business or dJreen energy

business. Beginning on August 1, 1998 and thereafter, a
business enterprise that is certified as a High Impact Business

or a Green Energy Business by the Department of Commerce and

Economic Opportunity (formerly Department of Commerce and
Community Affairs) is exempt from the tax imposed by Section
2-4 of the Electricity Excise Tax Law, if the High Impact

Business or Green Energy Business i1s registered to self-assess

that tax, and is exempt from any additional charges added to
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the business enterprise's utility bills as a pass-on of State
utility taxes under Section 9-222 of this Act, to the extent
the tax or charges are exempted by the percentage specified by
the Department of Commerce and Economic Opportunity for State
utility taxes, provided the Dbusiness enterprise meets the
following criteria:
(1) (A) it intends either (i) to make a minimum
eligible investment of $12,000,000 that will be placed
in service 1in qualified property in Illinois and 1is
intended to create at least 500 full-time equivalent
jobs at a designated location in Illinois; or (ii) to
make a minimum eligible investment of $30,000,000 that
will be placed in service in qualified property in
Illinois and is intended to retain at least 1,500
full-time equivalent jobs at a designated location in
Illinois; or
(B) it meets the criteria of subdivision
(a) (3) (B), (a)(3)(C), e= (a) (3) (D) of Section 5.5 of

the Illinois Enterprise Zone Act, or of subsection (a)

of Section 10 of the Green Energy Business Act;

(2) it is designated as a High Impact Business or Green

Energy Business by the Department of Commerce and Economic

Opportunity; and
(3) it is certified by the Department of Commerce and
Economic Opportunity as complying with the requirements

specified in clauses (1) and (2) of this Section.
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The Department of Commerce and Economic Opportunity shall
determine the period during which the exemption from the
Electricity Excise Tax Law and the charges imposed wunder
Section 9-222 are in effect, which shall not exceed 20 years
from the date of initial certification, and shall specify the
percentage of the exemption from those taxes or additional
charges.

The Department of Commerce and Economic Opportunity is
authorized to promulgate rules and regulations to carry out the
provisions of this Section, including procedures for complying
with the requirements specified in clauses (1) and (2) of this
Section and procedures for applying for the exemptions
authorized under this Section; to define the amounts and types
of eligible investments that business enterprises must make in
order to receive State utility tax exemptions or exemptions
from the additional charges imposed under Section 9-222 and
this Section; to approve such utility tax exemptions for
business enterprises whose investments are not yet placed in
service; and to require that business enterprises granted tax
exemptions or exemptions from additional charges under Section
9-222 repay the exempted amount if the Dbusiness enterprise
fails to comply with the terms and conditions of the
certification.

Upon certification of the business enterprises by the
Department of Commerce and Economic Opportunity, the

Department of Commerce and Economic Opportunity shall notify
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the Department of Revenue of the certification. The Department
of Revenue shall notify the public utilities of the exemption
status of business enterprises from the tax or pass-on charges
of State utility taxes. The exemption status shall take effect
within 3 months after certification of the business enterprise.

(Source: P.A. 94-793, eff. 5-19-06.)

Section 99. Effective date. This Act takes effect upon

becoming law.
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1 AVENDVENT TO SENATE BI LL 2252

2 AMENDVENT NO. . Amend Senate Bill 2252, AS
AVENDED,

3 by replacing everything after the enacting clause with the
4 foll ow ng:

S "Section 5. The Illinois Incone Tax Act is anended by
6 changi ng Sections 201, 203, and 804 and by addi ng Sections
7 202.5 and 202.6 as follows:

8 (35 ILCS 5/201) (from Ch. 120, par. 2-201)

9 Sec. 201. Tax | nposed.

10 (a) In general. A tax neasured by net incone is hereby

11 i nposed on every individual, corporation, trust and estate
for

12 each taxabl e year ending after July 31, 1969 on the
privilege

13 of earning or receiving income in or as a resident of this
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14 State. Such tax shall be in addition to all other occupation

or
15 privilege taxes inposed by this State or by any nunici pal
16 corporation or political subdivision thereof.

09600SB2252hanD03 - 2 - LRBO96 10038 RCE 27718 a

1 (b) Rates. The tax inposed by subsection (a) of this

2 Section shall be determined as follows, except as adjusted
by

3 subsection (d-1):

4 (1) In the case of an individual, trust or estate,
for

S t axabl e years ending prior to July 1, 1989, an anount
equal

to 2 1/2% of the taxpayer's net incone for the taxable

year.
(2) In the case of an individual, trust or estate,
for
9 t axabl e years beginning prior to July 1, 1989 and endi ng
10 after June 30, 1989, an anpunt equal to the sumof (i) 2
11 1/ 2% of the taxpayer's net incone for the period prior
to
12 July 1, 1989, as cal cul ated under Section 202.3, and
(i)
13 3% of the taxpayer's net incone for the period after
June
14 30, 1989, as calcul ated under Section 202. 3.
15 (3) In the case of an individual, trust or estate,
for
16 t axabl e years begi nning after June 30, 1989, and ending
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17 prior to July 1, 2009, and for taxable years begi nning

18 after June 30, 2011, an anmount equal to 3% of the

19 t axpayer's net incone for the taxable year.

20 (4) In the case of an individual, trust, or estate,
for

21 t axabl e years beginning prior to July 1, 2009 and endi ng

22 after June 30, 2009, an anpunt equal to the sum of (i)
3%

23 of the taxpayer's net inconme for the period prior to
Jul y

24 1, 2009, as cal culated under Section 202.5, and (ii)
4. 5%

25 of the taxpayer's net incone for the period after June
30,

26 2009, as cal cul ated under Section 202.5. {Blank)-—

09600SB2252hanD03 - 3 - LRBO96 10038 RCE 27718 a

1 (5) In the case of an individual, trust, or estate,
for

t axabl e years beginning after June 30, 2009, and ending

prior to July 1, 2011, an anount equal to 4.5% of the

t axpayer's net incone for the taxable year. {Blank).

o b~ W DN

(5.5) In the case of an individual, trust, or
est at e,

for taxable years beginning prior to July 1, 2011, and

endi ng after June 30, 2011, an anpbunt equal to the sum

of

8 (i) 4.5% of the taxpayer's net incone for the period
prior

9 to July 1, 2011, as calculated under Section 202.6, and

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (3 of 177) [7/15/2009 12:25:30 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

10 (ii) 3% of the taxpayer's net incone for the period

af ter
11 June 30, 2011, as cal cul ated under Section 202.6.
12 (6) In the case of a corporation, for taxable years
13 ending prior to July 1, 1989, an anount equal to 4% of
t he
14 t axpayer's net incone for the taxable year.
15 (7) In the case of a corporation, for taxable years
16 begi nning prior to July 1, 1989 and ending after June
30,
17 1989, an anount equal to the sumof (i) 4% of the
18 t axpayer's net incone for the period prior to July 1,
1989,
19 as cal cul ated under Section 202.3, and (ii) 4.8%of the
20 t axpayer's net incone for the period after June 30,
1989,
21 as cal cul ated under Section 202. 3.
22 (8) In the case of a corporation, for taxable years
23 begi nning after June 30, 1989, and ending prior to July
1,
24 2009, and for taxable years beginning after June 30,
2011
25 an anmount equal to 4.8% of the taxpayer's net incone for
26 t he taxabl e year.
09600SB2252hanD03 - 4 - LRB096 10038 RCE 27718 a
1 (9) In the case of a corporation, for taxable years
2 begi nning prior to July 1, 2009 and ending after June
30,
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3
4

10

11
12

13

14
15

16
17

18

19
20

21

22
23

24

2009, an anmpunt equal to the sumof (i) 4.8% of the

t axpayer's net incone for the period prior to July 1,
2009

as cal cul ated under Section 202.5, and (ii) 7.2% of the

t axpaver's net incone for the period after June 30,
2009

as cal cul at ed under Section 202.5.

(10) In the case of a corporation, for taxable years
begi nning after June 30, 2009, and ending prior to July
1,
2011, an anpunt equal to 7.2% of the taxpayer's net
| ncone
for the taxable year.
(10.5) In the case of a corporation, for taxable
years
begi nning prior to June 30, 2011 and ending after July
1,
2011, an anpbunt equal to the sumof (i) 7.2% of the
taxpayer's net incone for the period prior to July 1,

2011
as cal cul ated under Section 202.6, and (ii) 4.8%of the

t axpayer's net incone for the period after June 30,
2011

as cal cul ated under Section 202.6.

(c) Personal Property Tax Repl acenent |ncone Tax.

Begi nning on July 1, 1979 and thereafter, in addition to
such

I ncone tax, there is also hereby inposed the Personal
Property

Tax Repl acenent | ncone Tax neasured by net incone on every

corporation (including Subchapter S corporations),
part nership

and trust, for each taxable year ending after June 30, 1979.
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25

26

Such taxes are inposed on the privilege of earning or
recei vi ng

incone in or as a resident of this State. The Personal
Property

09600SB2252hanD03 - 5 - LRBO96 10038 RCE 27718 a

o N o 01 b

10

11

12

13
14
15
16

17

Tax Repl acenent I ncone Tax shall be in addition to the
| ncone

tax i nposed 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
subdi vi si on t hereof.

(d) Additional Personal Property Tax Repl acenent |ncone
Tax Rates. The personal property tax replacenent incone tax

| 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 anobunt equal to 2.85% of such taxpayer's
net

i ncone 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 ti onal anount equal to 1.5% of such taxpayer's net
| ncone

for the taxable year.
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19
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21
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26

(d-1) Rate reduction for certain foreign insurers. In
t he

case of a foreign insurer, as defined by Section 35A-5 of
t he

I11inois I nsurance Code, whose state or country of domcile
| nposes on insurers domciled in lllinois a retaliatory tax

(excl udi ng any insurer whose prem uns fromreinsurance
assuned

are 50% or nore of its total insurance prem uns as
det erm ned

under paragraph (2) of subsection (b) of Section 304, except
that for purposes of this determnation prem uns from
rei nsurance do not include premuns frominter-affiliate

09600SB2252hanD03 - 6 - LRBO96 10038 RCE 27718 a

10
11

rei nsurance arrangenents), beginning with taxable years
endi ng

on or after Decenber 31, 1999, the sumof the rates of tax
| nposed by subsections (b) and (d) shall be reduced (but not

i ncreased) to the rate at which the total anount of tax
| nposed

under this Act, net of all credits all owed under this Act,

shal | equal (i) the total anmount of tax that would be
| nposed

on the foreign insurer's net incone allocable to Illinois
for
t he taxabl e year by such foreign insurer's state or country

of

domcile if that net incone were subject to all incone taxes
and taxes neasured by net incone inposed by such foreign

i nsurer's state or country of domicile, net of all credits
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12

13
14

15

allowed or (ii) arate of zero if no such tax is inposed on
such

i ncone by the foreign insurer's state of domicile. For the

pur poses of this subsection (d-1), an inter-affiliate
I ncl udes

a nutual i1nsurer under commbn nmanagenent.

16 (1) For the purposes of subsection (d-1), in no
event
17 shall the sumof the rates of tax inposed by subsections
18 (b) and (d) be reduced below the rate at which the sum
of :
19 (A) the total anount of tax inposed on such
foreign
20 i nsurer under this Act for a taxable year, net of
al |
21 credits allowed under this Act, plus
22 (B) the privilege tax inposed by Section 409 of
t he
23 Il1l1inois Insurance Code, the fire insurance conpany
24 tax i nposed by Section 12 of the Fire Investigation
25 Act, and the fire departnent taxes inposed under
26 Section 11-10-1 of the Illinois Minicipal Code,
09600SB2252han003 - 7 - LRB096 10038 RCE 27718 a
1 equals 1.25% for taxable years ending prior to Decenber
31,
2 2003, or 1.75% for taxable years ending on or after
3 Decenber 31, 2003, of the net taxable premuns witten
for
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4 t he taxabl e year, as described by subsection (1) of

Section
S 409 of the Illinois Insurance Code. This paragraph w ||
I n
6 no event increase the rates inposed under subsections
(b)
and (d).
(2) Any reduction in the rates of tax inposed by
this
9 subsection shall be applied first against the rates
| nposed
10 by subsection (b) and only after the tax inposed by
11 subsection (a) net of all credits allowed under this
12 Section other than the credit all owed under subsection
(1)
13 has been reduced to zero, against the rates inposed by
14 subsection (d).
15 Thi s subsection (d-1) is exenpt fromthe provisions of
16 Section 250.
17 (e) Investnment credit. A taxpayer shall be allowed a
credit

18 agai nst the Personal Property Tax Repl acement |ncome Tax for
19 investnment in qualified property.

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

21 of the basis of qualified property placed in service
duri ng

22 t he taxabl e year, provided such property is placed in

23 service on or after July 1, 1984. There shall be all owed
an

24 additional credit equal to .5%of the basis of qualified

25 property placed in service during the taxable year,

26 provi ded such property is placed in service on or after

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (9 of 177) [7/15/2009 12:25:31 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

09600SB2252hanD03 - 8 - LRBO96 10038 RCE 27718 a

1 July 1, 1986, and the taxpayer's base enploynent within

2 I1linois has increased by 1% or nore over the preceding

3 year as determ ned by the taxpayer's enpl oynent records

4 filed with the Illinois Departnent of Enploynent
Security.

S Taxpayers who are newto Illinois shall be deened to
have

6 met the 1% growth in base enploynent for the first year
I n

which they file enploynent records with the Illinois
Departnent of Enpl oynent Security. The provisions added

to

9 this Section by Public Act 85-1200 (and restored by
Publ i c

10 Act 87-895) shall be construed as declaratory of
exi sting

11 | aw and not as a new enactnent. If, in any year, the

12 I ncrease in base enploynent within Illinois over the

13 precedi ng year is less than 1% the additional credit
shal |

14 be limted to that percentage tinmes a fraction, the

15 nunmerator of which is .5% and the denomi nator of which
I S

16 1% but shall not exceed .5% The investnent credit
shal |

17 not be allowed to the extent that it woul d reduce a

18 taxpayer's liability in any tax year bel ow zero, nor may
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19 any credit for qualified property be allowed for any
year
20 other than the year in which the property was placed in
21 service in lllinois. For tax years ending on or after
22 Decenber 31, 1987, and on or before Decenber 31, 1988,
t he
23 credit shall be allowed for the tax year in which the
24 property is placed in service, or, if the anmount of the
25 credit exceeds the tax liability for that year, whether
i t
26 exceeds the original liability or the liability as |ater
09600SB2252hanD03 - 9 - LRB0O96 10038 RCE 27718 a
1 anmended, such excess may be carried forward and appli ed
to
the tax liability of the 5 taxable years follow ng the
excess credit years if the taxpayer (i) nakes
| nvest nent s
4 whi ch cause the creation of a m ninumof 2,000 full-tine
S equivalent jobs in Illinois, (ii) is located in an
6 enterprise zone established pursuant to the Illinois
7 Enterprise Zone Act and (iii) is certified by the
8 Depart nment of Commerce and Community Affairs (now
9 Depart nent of Commerce and Economi c Qpportunity) as
10 conplying with the requirenents specified in clause (i)
and
11 (ii) by July 1, 1986. The Departnent of Commerce and
12 Community Affairs (now Department of Conmerce and
Econom ¢
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13 Qpportunity) shall notify the Departnent of Revenue of

al

14 such certifications inmediately. For tax years ending

15 after Decenber 31, 1988, the credit shall be allowed for

16 the tax year in which the property is placed in service,

17 or, if the anount of the credit exceeds the tax

liability

18 for that year, whether it exceeds the original liability

or

19 the liability as | ater anended, such excess may be

carried

20 forward and applied to the tax liability of the 5

t axabl e

21 years followi ng the excess credit years. The credit

shal

22 be applied to the earliest year for which there is a

23 liability. If there is credit fromnore than one tax

year

24 that is available to offset a liability, earlier credit

25 shal | be applied first.

26 (2) The term"qualified property" means property
09600SB2252han003 - 10 - LRB096 10038 RCE 27718 a
1 whi ch:

2 (A) is tangi ble, whether new or used, including

3 bui | di ngs and structural conponents of buil di ngs and

4 signs that are real property, but not including |and
or

S | nprovenents to real property that are not a
structural
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11

12
13
14

15

16
17

18

19

20
21

22
23

24
25
26

and

t he

not

Secti on

coal

servi ce

conponent of a building such as | andscapi ng, sewer
| i nes, | ocal access roads, fencing, parking |lots,

ot her appurtenances;
(B) is depreciable pursuant to Section 167 of

| nternal Revenue Code, except that "3-year property
as defined in Section 168(c)(2)(A of that Code is

eligible for the credit provided by this subsection

(e);

(C is acquired by purchase as defined in

179(d) of the Internal Revenue Code;
(D) is used inlllinois by a taxpayer who is
primarily engaged in manufacturing, or in mning

or fluorite, or in retailing, or was placed in

on or after July 1, 2006 in a River Edge

Redevel opnent

for

Zone established pursuant to the River Edge
Redevel opnent Zone Act; and

(E) has not previously been used in Illinois in
such a manner and by such a person as would qualify

the credit provided by this subsection (e) or
subsection (f).
(3) For purposes of this subsection (e),
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a b~ WD

10

11
12

13
14
15

16

17

18

19
20

“manuf acturing” neans the material staging and
producti on

of tangi bl e personal property by procedures comonly
regarded as nanufacturing, processing, fabrication, or
assenbl i ng whi ch changes sone existing material into new

shapes, new qualities, or new conbinations. For purposes
of

this subsection (e) the term"m ning" shall have the
sane

meaning as the term"mning" in Section 613(c) of the
| nternal Revenue Code. For purposes of this subsection

(e),

the term"retailing" nmeans the sale of tangible personal

property or services rendered in conjunction with the
sal e

of tangi bl e consuner goods or commoditi es.
(4) The basis of qualified property shall be the
basi s
used to conpute the depreciation deduction for federal
| ncone tax purposes.
(5) If the basis of the property for federal incone
t ax
depreci ation purposes is increased after it has been

pl aced

in service in Illinois by the taxpayer, the anount of
such
I ncrease shall be deened property placed in service on
t he
date of such increase in basis.
(6) The term "placed in service" shall have the sane
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21 meani ng as under Section 46 of the Internal Revenue
Code.

22 (7) If during any taxable year, any property ceases
to

23 be qualified property in the hands of the taxpayer
wi t hin

24 48 nonths after being placed in service, or the situs of

25 any qualified property is noved outside Illinois wthin
48

26 nont hs after being placed in service, the Personal
Property

09600SB2252han003 - 12 - LRB0O96 10038 RCE 27718 a

1 Tax Repl acenent | ncone Tax for such taxable year shall
be

2 i ncreased. Such increase shall be determ ned by (i)

reconputing the investnent credit which woul d have been

4 allowed for the year in which credit for such property
was

S originally allowed by elimnating such property from
such

6 conputation and, (ii) subtracting such reconputed credit

fromthe anount of credit previously allowed. For the

pur poses of this paragraph (7), a reduction of the basis
of

9 qualified property resulting froma redeterm nation of
t he

10 purchase price shall be deened a disposition of
qualified

11 property to the extent of such reduction.

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (15 of 177) [7/15/2009 12:25:31 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

12
13

14

15
16
17

18

19
20

21
22

23
24
25
26

(8) Unless the investnent credit is extended by | aw,
the basis of qualified property shall not include costs
i ncurred after Decenber 31, 2008, except for costs
I ncurred
pursuant to a binding contract entered into on or before

Decenber 31, 2008.

(9) Each taxabl e year ending before Decenber 31,
2000,

a partnership may el ect to pass through to its partners
t he
credits to which the partnership is entitled under this

subsection (e) for the taxable year. A partner nay use
t he

credit allocated to himor her under this paragraph only

agai nst the tax inposed in subsections (c) and (d) of
this

Section. |If the partnership nakes that el ection, those

credits shall be allocated anong the partners in the

partnership in accordance with the rules set forth in

Section 704(b) of the Internal Revenue Code, and the
rul es

09600SB2252hanD03 - 13 - LRBO96 10038 RCE 27718 a

4

pronmul gated under that Section, and the all ocated anount

of

the credits shall be allowed to the partners for that

t axabl e year. The partnership shall nake this el ection
on

its Personal Property Tax Repl acenent Incone Tax return
for
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S t hat taxable year. The election to pass through the
credits
shal |l be irrevocabl e.

For taxable years ending on or after Decenber 31,
2000,

8 a partner that qualifies its partnership for a
subtraction

9 under subparagraph (1) of paragraph (2) of subsection
(d)

10 of Section 203 or a shareholder that qualifies a
Subchapt er

11 S corporation for a subtraction under subparagraph (S
of
12 par agraph (2) of subsection (b) of Section 203 shall be
13 allowed a credit under this subsection (e) equal to its
14 share of the credit earned under this subsection (e)
duri ng
15 t he taxabl e year by the partnership or Subchapter S
16 corporation, determ ned in accordance with the
17 determ nati on of inconme and distributive share of incone
18 under Sections 702 and 704 and Subchapter S of the
| nt er nal

19 Revenue Code. This paragraph is exenpt fromthe
provi si ons

20 of Section 250.

21 (f) Investnent credit; Enterprise Zone; River Edge

22 Redevel opnent Zone.

23 (1) A taxpayer shall be allowed a credit against the

24 tax i nposed by subsections (a) and (b) of this Section
for

25 i nvestment in qualified property which is placed in
service

26 in an Enterprise Zone created pursuant to the Illinois
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10

11

12
13
14
15

16

17

18

Enterprise Zone Act or, for property placed in service
on

or after July 1, 2006, a R ver Edge Redevel opnent Zone
establ i shed pursuant to the R ver Edge Redevel opnent
Zone
Act. 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
pur poses of federal and State incone taxation, there
shal |
be allowed a credit under this subsection (f) to be
determ ned in accordance with the determ nation of
I ncome

and distributive share of i ncone 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
shal |l be available only in the taxable year in which the
property is placed in service in the Enterprise Zone or
Ri ver Edge Redevel opnent Zone and shall not be all owed

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
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19 31, 1985, the credit shall be allowed for the tax year
I n
20 whi ch the property is placed in service, or, if the
anmount
21 of the credit exceeds the tax liability for that year,
22 whet her it exceeds the original liability or the
liability
23 as | ater anended, such excess nay be carried forward and
24 applied to the tax liability of the 5 taxable years
25 follow ng the excess credit year. The credit shall be
26 applied to the earliest year for which there is a
09600SB2252han003 - 15 - LRB0O96 10038 RCE 27718 a
1 liability. If there is credit fromnore than one tax
year
2 that is available to offset a liability, the credit
accruing first in time shall be applied first.
4 (2) The termqualified property neans property
whi ch:
S (A) is tangi ble, whether new or used, including
6 bui | di ngs and structural conponents of buil di ngs;
(B) is depreciable pursuant to Section 167 of
t he
I nt ernal Revenue Code, except that "3-year property"”
as defined in Section 168(c)(2)(A of that Code is
not
10 eligible for the credit provided by this subsection
11 (f);
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12 (© is acquired by purchase as defined in

Secti on
13 179(d) of the Internal Revenue Code;
14 (D) is used in the Enterprise Zone or River Edge
15 Redevel opnent Zone by the taxpayer; and
16 (E) has not been previously used in Illinois in
17 such a manner and by such a person as would qualify
for
18 the credit provided by this subsection (f) or
19 subsection (e).
20 (3) The basis of qualified property shall be the
basi s
21 used to conpute the depreciation deduction for federal
22 i ncome tax purposes.
23 (4) If the basis of the property for federal incone
t ax
24 depreciation purposes is increased after it has been
pl aced
25 in service in the Enterprise Zone or R ver Edge
26 Redevel opnent Zone by the taxpayer, the anmobunt of such
09600SB2252han003 - 16 - LRB096 10038 RCE 27718 a
1 I ncrease shall be deened property placed in service on
t he
2 date of such increase in basis.
3 (5 The term "placed in service" shall have the sane
4 meani ng as under Section 46 of the Internal Revenue
Code.
S (6) If during any taxable year, any property ceases
to
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be qualified property in the hands of the taxpayer
wi t hin
48 nmonths after being placed in service, or the situs of
any qualified property is noved outside the Enterprise
Zone
or River Edge Redevel opnent Zone within 48 nonths after

bei ng placed in service, the tax inposed under
subsections

(a) and (b) of this Section for such taxable year shal
be

I ncreased. Such increase shall be determ ned by (i)

reconputing the investnent credit which would 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
fromthe amount of credit previously allowed. For the
pur poses of this paragraph (6), a reduction of the basis
of
qualified property resulting froma redeterm nation of
t he
purchase price shall be deened a disposition of

qual i fied

property to the extent of such reduction.
(7) There shall be allowed an additional credit
equal
to 0.5% of the basis of qualified property placed in
service during the taxable year in a River Edge
Redevel opnent Zone, provided such property is placed in
service on or after July 1, 2006, and the taxpayer's

base
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17
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enpl oynent within Illinois has increased by 1% or nore
over
t he preceding year as determ ned by the taxpayer's
enpl oynent records filed with the Illinois Departnment of
Enpl oynent Security. Taxpayers who are new to Illinois
shall be deened to have net the 1% growth in base
enpl oynent for the first year in which they file
enpl oynent
records with the Illinois Departnent of Enploynent
Security. If, in any year, the increase in base
enpl oynent
within Illinois over the preceding year is less than 1%
the additional credit shall be limted to that

per cent age

times a fraction, the nunerator of which is 0.5% and t he
denom nator of which is 1% but shall not exceed 0.5%
(g) Jobs Tax Credit; Enterprise Zone, R ver Edge

Redevel opnent Zone, and Forei gn Trade Zone or Sub-Zone.

t he

(1) A taxpayer conducting a trade or business in an
enterprise zone or a H gh |Inpact Busi ness designated by

Depart ment of Commerce and Econom c Opportunity or for

t axabl e years ending on or after Decenber 31, 2006, in a
Ri ver Edge Redevel opnent Zone conducting a trade or
business in a federally designated Foreign Trade Zone or
Sub- Zone shall be allowed a credit against the tax

| nposed
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22 by subsections (a) and (b) of this Section in the ampunt

of

23 $500 per eligible enployee hired to work in the zone

duri ng

24 t he taxabl e year.

25 (2) To qualify for the credit:

26 (A) the taxpayer nmust hire 5 or nore eligible
09600SB2252han003 - 18 - LRB096 10038 RCE 27718 a
1 enpl oyees to work in an enterprise zone, River Edge
2 Redevel opnent Zone, or federally designated Foreign
3 Trade Zone or Sub-Zone during the taxable year;

4 (B) the taxpayer's total enploynent within the
S enterprise zone, R ver Edge Redevel opnent Zone, or
6 federal ly designated Foreign Trade Zone or Sub-Zone
7 must increase by 5 or nore full-tine enpl oyees
beyond
the total enployed in that zone at the end of the
previous tax year for which a jobs tax credit under

10 this Section was taken, or beyond the total enployed

by

11 t he taxpayer as of Decenber 31, 1985, whichever is

12 | ater; and

13 (C the eligible enployees nust be enpl oyed 180

14 consecutive days in order to be deened hired for

15 pur poses of this subsecti on.

16 (3) An "eligible enpl oyee" neans an enpl oyee who is:

17 (A) Certified by the Departnent of Commerce and

18 Econom ¢ Qpportunity as "eligible for services"
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19 pursuant to regul ations pronul gated i n accordance
Wi th

20 Title Il of the Job Training Partnership Act,
Tr ai ni ng
21 Services for the Disadvantaged or Title |1l of the
Job
22 Trai ning Partnership Act, Enploynent and Trai ni ng
23 Assi stance for Dislocated Wrkers Program
24 (B) Hred after the enterprise zone, R ver Edge
25 Redevel opnent Zone, or federally designated Foreign
26 Trade Zone or Sub-Zone was designated or the trade
or
09600SB2252han003 - 19 - LRB0O96 10038 RCE 27718 a
1 busi ness was | ocated in that zone, whichever is
| at er.
2 (C) Enployed in the enterprise zone, R ver Edge
3 Redevel opnent Zone, or Foreign Trade Zone or Sub-
Zone.
An enpl oyee is enployed in an enterprise zone or
S federal ly designated Foreign Trade Zone or Sub-Zone
| f

his services are rendered there or it is the base of
operations for the services perforned.

(D) Afull-time enployee working 30 or nore
hour s

9 per week.

10 (4) For tax years ending on or after Decenber 31,
1985
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11

and prior to Decenber 31, 1988, the credit shall be

al | owed
12 for the tax year in which the eligible enployees are
hi r ed.
13 For tax years ending on or after Decenber 31, 1988, the
14 credit shall be allowed for the tax year inmediately
15 following the tax year in which the eligible enployees
are
16 hired. If the anmount of the credit exceeds the tax
17 liability for that year, whether it exceeds the original
18 liability or the liability as |ater anended, such excess
19 may be carried forward and applied to the tax liability
of
20 the 5 taxabl e years follow ng the excess credit year.
The
21 credit shall be applied to the earliest year for which
22 there is aliability. If there is credit fromnore than
one
23 tax year that is available to offset a liability,
earlier
24 credit shall be applied first.
25 (5) The Departnent of Revenue shall pronul gate such
26 rules and regul ations as may be deened necessary to
carry
09600SB2252hanD03 - 20 - LRBO96 10038 RCE 27718 a
out the purposes of this subsection (Qg).
2 (6) The credit shall be available for eligible
3 enpl oyees hired on or after January 1, 1986.
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(h) Investnent credit; High Inpact Business.

(1) Subject to subsections (b) and (b-5) of Section
5.5
of the Illinois 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
Comrerce and Economi ¢ Qpportunity designated Hi gh I npact
Busi ness. The credit shall be .5% of the basis for such
property. The credit shall not be available (i) until
t he
m ni mum investnents in qualified property set forth in
subdi vision (a)(3)(A) of Section 5.5 of the Illinois
Enterprise Zone Act have been satisfied or (ii) until
t he
time authorized in subsection (b-5) of the Illinois
Enterprise Zone Act for entities designated as Hi gh
| npact
Busi nesses under subdivisions (a)(3)(B), (a)(3)(C, and
(a)(3)(D) of Section 5.5 of the Illinois Enterprise Zone
Act, 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 investnents shall be taken in
t he

t axabl e year in which such investnents have been
conpl et ed.
The credit for additional investnents beyond the m ni num
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26

| nvest ment by a designated high inpact business
aut hori zed

09600SB2252han003 - 21 - LRB0O96 10038 RCE 27718 a

1 under subdivision (a)(3)(A) of Section 5.5 of the
[11inois

2 Enterprise Zone Act shall be available only in the
t axabl e

3 year in which the property is placed in service and
shal

not be allowed to the extent that it would reduce a

S taxpayer's liability for the tax i nposed by subsections
(a)

6 and (b) of this Section to bel ow zero. For tax years

10
11
12

13

14
15

16
17

endi ng

on or after Decenber 31, 1987, the credit shall be
al | owed

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
liability or the liability as |ater 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 aliability. If there is credit fromnore than
one

tax year that is available to offset a liability, the
credit accruing first in tinme shall be applied first.
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18

Changes nmade in this subdivision (h)(1) by Public

Act
19 88-670 restore changes made by Public Act 85-1182 and
20 refl ect existing |aw
21 (2) The termqualified property neans property
whi ch:
22 (A) is tangible, whether new or used, including
23 bui | di ngs and structural conponents of buil dings;
24 (B) is depreciable pursuant to Section 167 of
t he
25 | nternal Revenue Code, except that "3-year property"
26 as defined in Section 168(c)(2)(A) of that Code is
not
09600SB2252han003 - 22 - LRB096 10038 RCE 27718 a
eligible for the credit provided by this subsection
2 (h);
(C is acquired by purchase as defined in
Secti on
4 179(d) of the Internal Revenue Code; and
S (D) is not eligible for the Enterprise Zone
6 | nvestnent Credit provided by subsection (f) of this
7 Sect i on.
8 (3) The basis of qualified property shall be the
basi s
9 used to conpute the depreciation deduction for federal
10 i ncome tax purposes.
11 (4) 1f the basis of the property for federal incone
t ax
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depreci ation 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

t he date of such increase in basis.

(5) The term "placed in service" shall have the sane
meani 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 within 48 nonths
after being placed in service, or the situs of any
qualified property is noved outside Illinois wthin 48

nont hs 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
det er m ned

09600SB2252han003 - 23 - LRB0O96 10038 RCE 27718 a

1 by (i) reconputing the investnent credit which would
have

2 been all owed for the year in which credit for such
property

3 was originally allowed by elimnating such property from

4 such conputation, and (ii) subtracting such reconputed
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credit fromthe anmount of credit previously allowed. For
t he purposes of this paragraph (6), a reduction of the
basis of qualified property resulting froma
redeterm nati on of the purchase price shall be deened a
di sposition of qualified property to the extent of such
reducti on.

(7) Beginning with tax years endi ng after Decenber
31,

1996, if a taxpayer qualifies for the credit under this
subsection (h) and thereby is granted a tax abatenent
and

t he taxpayer relocates its entire facility in violation
of

the explicit terns and | ength 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

| ncr eased
for the taxable year in which the taxpayer relocated its

facility by an anount equal to the anmount of credit
recei ved by the taxpayer under this subsection (h).

(i) Credit for Personal Property Tax Repl acenent |ncone

Tax. For tax years ending prior to Decenber 31, 2003, a
credit

shall be all owed against 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 shall be conputed by

mul tiplying the tax i nposed by subsections (c) and (d) of
this
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10

11

12
13

14
15

16

17

18
19

Section by a fraction, the nunerator of which is base incone

allocable to Illinois and the denom nator of which is
[11inois

base i nconme, and further nultiplying the product by the tax

rate i nposed by subsections (a) and (b) of this Section.
Any credit earned on or after Decenber 31, 1986 under

this

subsection which is unused in the year the credit is

conput ed

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 anmended) may be carri ed

forward and applied to the tax liability inposed by
subsecti ons

(a) and (b) of the 5 taxable years follow ng the excess
credit

year, provided that no credit nmay be carried forward to any

year ending on or after Decenber 31, 2003. This credit shall
be

applied first to the earliest year for which there is a

liability. If there is a credit under this subsection from
nor e

than one tax year that is available to offset a liability
t he

earliest credit arising under this subsection shall be
applied
first.

| f, during any taxable year ending on or after Decenber
31,
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22
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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
| nposed by subsections (c¢) and (d). If any portion of the
reduced anount of credit has been carried to a different

09600SB2252hanD03 - 25 - LRBO96 10038 RCE 27718 a

1

2
3
4

10

11

12
13
14

t axabl e year, an anended return shall be filed for such
t axabl e

year to reduce the anount of credit clained.
(j) Training expense credit. Beginning with tax years

endi ng on or after Decenber 31, 1986 and prior to Decenber
31,

2003, a taxpayer shall be allowed a credit against the tax

| nposed by subsections (a) and (b) under this Section for
al

anmounts paid or accrued, on behalf of all persons enpl oyed
by

the taxpayer in Illinois or Illinois residents enployed
out si de

of Illinois by a taxpayer, for educational or vocati onal
training in sem-technical or technical fields or sem -

skill ed

or skilled fields, which were deducted from gross incone in
t he

conput ati on of taxable incone. The credit against the tax
| nposed by subsections (a) and (b) shall be 1.6% of such

traini ng expenses. For partners, sharehol ders of subchapter
S
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15 corporations, and owners of linmited liability conpanies, if
t he

16 |iability conpany is treated as a partnership for purposes
of

17 federal and State incone taxation, there shall be allowed a

18 credit under this subsection (j) to be determined in
accor dance

19 with the determination of incone and distributive share of
20 j nconme under Sections 702 and 704 and subchapter S of the
21 | nternal Revenue Code.

22 Any credit allowed under this subsection which is unused
i n

23 the year the credit is earned may be carried forward to each
of

24 the 5 taxable years follow ng the year for which the credit
S

25 first conputed until it is used. This credit shall be
appl i ed

26 first to the earliest year for which there is a liability.
| f

09600SB2252hanD03 - 26 - LRB096 10038 RCE 27718 a

1l there is a credit under this subsection fromnore than one
t ax

2 year that is available to offset a liability the earliest

3 credit arising under this subsection shall be applied first.
No

4 carryforward credit may be clainmed in any tax year ending on

or
S after Decenber 31, 2003.

6 (k) Research and devel opnent credit.

7 For tax years ending after July 1, 1990 and prior to
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Decenber 31, 2003, and begi nning again for tax years ending
on

or after Decenber 31, 2004, a taxpayer shall be allowed a
credit against the tax inposed by subsections (a) and (b) of

this Section for increasing research activities in this
State.

The credit all owed against the tax inposed by subsections
(a)

and (b) shall be equal to 6 1/2% of the qualifying
expendi tures

for increasing research activities in this State. For
part ners,

shar ehol ders of subchapter S corporations, and owners of
limted liability conpanies, if the liability conpany is
treated as a partnership for purposes of federal and State
I ncone taxation, there shall be allowed a credit under this
subsection to be determ ned in accordance with the

determ nation of incone and distributive share of i ncone
under

Sections 702 and 704 and subchapter S of the Internal
Revenue

Code.

For purposes of this subsection, "qualifying
expendi t ur es”

means the qualifying expenditures as defined for the federal
credit for increasing research activities which would be
al | owabl e under Section 41 of the Internal Revenue Code and

09600SB2252hanD03 - 27 - LRBO96 10038 RCE 27718 a

1

whi ch are conducted in this State, "qualifying expenditures
for
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Il ncreasi ng research activities in this State" neans the
excess

of qualifying expenditures for the taxable year in which
i ncurred over qualifying expenditures for the base period,

"qual i fying expenditures for the base period" neans the
aver age

of the qualifying expenditures for each year in the base

period, and "base period" neans the 3 taxable years

| medi ately

precedi ng the taxable year for which the determnation is
bei ng

made.

Any credit in excess of the tax liability for the
t axabl e

year may be carried forward. A taxpayer may el ect to have
t he

unused credit shown on its final conpleted return carried
over

as a credit against the tax liability for the followng 5

t axabl e years or until it has been fully used, whichever
occurs
first; provided that no credit earned in a tax year ending

prior to Decenber 31, 2003 may be carried forward to any
year

endi ng on or after Decenber 31, 2003.

| f an unused credit is carried forward to a given year
from

2 or nore earlier years, that credit arising in the earliest

year wll be applied first against the tax liability for the
given year. If a tax liability for the given year stil

remai ns, the credit fromthe next earliest year wll then be
applied, and so on, until all credits have been used or no

t ax
liability for the given year remains. Any renai ni ng unused
credit or credits then will be carried forward to the next
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followng year in which a tax liability is incurred, except
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that no credit can be carried forward to a year which is
nor e

than 5 years after the year in which the expense for which
t he

credit is given was incurred.

No i nference shall be drawn fromthis anendatory Act of
t he

91st Ceneral Assenbly in construing this Section for taxable
years begi nning before January 1, 1999.
(1) Environnental Renediation Tax Credit.
(i) For tax years ending after Decenber 31, 1997 and

on
or before Decenber 31, 2001, a taxpayer shall be all owed
a
credit against the tax inposed by subsections (a) and
(b)

of this Section for certain anounts paid for
unr ei nmbur sed

el i gi ble renmedi ati on costs, as specified in this

subsection. For purposes of this Section, "unreinbursed

eligible renedi ati on costs" neans costs approved by the

I11inois Environnental Protection Agency ("Agency")
under

Section 58.14 of the Environnental Protection Act that
wer e

paid in perform ng environnmental renediation at a site
for
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19
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21
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24

which a No Further Renedi ation Letter was issued by the
Agency and recorded under Section 58.10 of the
Environnmental Protection Act. The credit nust be clai ned
for the taxable year in which Agency approval of the
eligible renmediation costs is granted. The credit is not
avai l able to any taxpayer if the taxpayer or any rel ated
party caused or contributed to, in any material respect,

25 rel ease of requl ated substances on, in, or under the
26 that was identified and addressed by the remedial action
09600SB2252han003 - 29 - LRB0O96 10038 RCE 27718 a
pursuant to the Site Renedi ation Program of the
2 Envi ronnental Protection Act. After the Pollution
Contro
3 Board rul es are adopted pursuant to the Illinois
4 Adm ni strative Procedure Act for the adm nistration and
S enf orcenent of Section 58.9 of the Environnental
6 Protection Act, determ nations as to credit availability
7 for purposes of this Section shall be nade consi stent

10

11
12

t hose rules. For purposes of this Section, "taxpayer"
I ncl udes a person whose tax attributes the taxpayer has
succeeded to under Section 381 of the Internal Revenue

and "related party" includes the persons disallowed a
deduction for | osses by paragraphs (b), (c), and (f) (1)
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13 Section 267 of the Internal Revenue Code by virtue of
bei ng

14 a related taxpayer, as well as any of its partners. The
15 credit allowed against the tax inposed by subsections
(a)
16 and (b) shall be equal to 25% of the unrei mbursed
el igible
17 renmedi ati on costs in excess of $100,000 per site, except
18 that the $100, 000 threshold shall not apply to any site
19 contained in an enterprise zone as determ ned by the
20 Depart ment of Commerce and Community Affairs (now
21 Depart ment of Conmerce and Economic Qpportunity). The
22 total credit allowed shall not exceed $40,000 per year
Wi th
23 a maxi numtotal of $150,000 per site. For partners and
24 shar ehol ders of subchapter S corporations, there shall
be
25 allowed a credit under this subsection to be determ ned
in
26 accordance with the determination of income and
09600SB2252hanD03 - 30 - LRB096 10038 RCE 27718 a
1 di stributive share of incone under Sections 702 and 704
and
2 subchapter S of the Internal Revenue Code.
3 (ii) Acredit allowed under this subsection that is
4 unused in the year the credit is earned may be carri ed
S forward to each of the 5 taxable years follow ng the

year
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for which the credit is first earned until it is used.
The

term"unused credit" does not include any anounts of

unrei nbursed eligible renediati on 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 a liability. If there is a credit under
this

subsection fromnore than one tax year that is avail able
to

offset a liability, the earliest credit arising under
this

subsection shall be applied first. Acredit allowed
under

this subsection nay 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 unused credit and
r emai ni ng

carry-forward period of the seller. To perfect the

transfer, the assignor shall record the transfer in the

chain of title for the site and provide witten notice
to

the Director of the Illinois Departnent of Revenue of
t he

assignor's intent to sell the renediation site and the

anount of the tax credit to be transferred as a portion
of
the sale. In no event may a credit be transferred to any

taxpayer if the taxpayer or a related party would not be
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el i gi bl e under the provisions of subsection (i).

(ii1) For purposes of this Section, the term"site"
shal | have the sane neani ng as under Section 58.2 of the

Envi ronnmental Protection Act.

(m Education expense credit. Beginning with tax years

endi ng after Decenber 31, 1999, a taxpayer who is the
cust odi an

of one or nore qualifying pupils shall be allowed a credit
agai nst 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
gual i fied educati on expenses, but in no event may the total
credit under this subsection clained by a famly that is the

custodi an of qualifying pupils exceed $500. In no event
shall a

credit under this subsection reduce the taxpayer's liability
under this Act to |less than zero. This subsection is exenpt
fromthe provisions of Section 250 of this Act.

For purposes of this subsection:

“Qualifying pupils" neans 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
S

sought were full-tinme pupils enrolled in a kindergarten

t hr ough

twel fth grade education program at any school, as defined in
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24 t his subsecti on.

25 "Qualified educati on expense" neans the anount incurred
on

26 pehal f of a qualifying pupil in excess of $250 for tuition,

09600SB2252hanD03 - 32 - LRBO96 10038 RCE 27718 a

1 book fees, and | ab fees at the school in which the pupil is

2 enrolled during the regul ar school year.

3 "School " nmeans any public or nonpublic elenentary or

4 secondary school in lllinois that is in conpliance with
Title

ol

VI of the Cvil R ghts Act of 1964 and attendance at which

6 satisfies the requirenents of Section 26-1 of the School
Code,

7 except that nothing shall be construed to require a child to

8 attend any particular public or nonpublic school to qualify
for

9 the credit under this Section.

10 "Custodi an" neans, with respect to qualifying pupils, an
11 1I1linois resident who is a parent, the parents, a |egal

12 guardi an, or the |legal guardians of the qualifying pupils.
13 (n) R ver Edge Redevel opnent Zone site renedi ation tax
14 credit.

15 (i) For tax years ending on or after Decenber 31,
2006,

16 a taxpayer shall be allowed a credit against the tax
17 i nposed by subsections (a) and (b) of this Section for

18 certain amounts paid for unreinbursed eligible
remedi ati on

19 costs, as specified in this subsection. For purposes of
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this Section, "unreinbursed eligible renediation costs"
means costs approved by the Illinois Environnmental
Protection Agency ("Agency") under Section 58.14a of the
Envi ronnental Protection Act that were paid in

per form ng

24 environnental renediation at a site within a R ver Edge
25 Redevel opnent Zone for which a No Further Renediation
26 Letter was issued by the Agency and recorded under
Section
09600SB2252hanD03 - 33 - LRB0O96 10038 RCE 27718 a
1 58.10 of the Environnental Protection Act. The credit
nmust
2 be clained for the taxable year in which Agency approval
of
3 the eligible renmediation costs is granted. The credit is
4 not avail able to any taxpayer if the taxpayer or any
S rel ated party caused or contributed to, in any materi al
6 respect, a release of regul ated substances on, in, or
under
7 the site that was identified and addressed by the
r emedi al
action pursuant to the Site Renedi ati on Program of the
9 Envi ronnmental Protection Act. Determinations as to
credit
10 availability for purposes of this Section shall be nade
11 consistent with rules adopted by the Pollution Control
12 Board pursuant to the Illinois Adm nistrative Procedure
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13 Act for the admnistrati on and enforcenent of Section
58.9

14 of the Environnmental Protection Act. For purposes of
this
15 Section, "taxpayer" includes a person whose tax
attributes
16 t he taxpayer has succeeded to under Section 381 of the
17 | nt ernal Revenue Code and "rel ated party" includes the
18 persons disall owed a deduction for |osses by paragraphs
19 (b), (c), and (f)(1) of Section 267 of the Internal
Revenue
20 Code by virtue of being a related taxpayer, as well as
any
21 of its partners. The credit allowed agai nst the tax
| nposed
22 by subsections (a) and (b) shall be equal to 25% of the
23 unrei nbursed eligible renediati on costs in excess of
24 $100, 000 per site.
25 (ii) Acredit allowed under this subsection that is
26 unused in the year the credit is earned may be carried
09600SB2252han003 - 34 - LRB096 10038 RCE 27718 a
1 forward to each of the 5 taxable years follow ng the
year
2 for which the credit is first earned until it is used.
Thi s
3 credit shall be applied first to the earliest year for
4 which there is a liability. If there is a credit under
this
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subsection fromnore than one tax year that is avail able
to

offset a liability, the earliest credit arising under
this

subsection shall be applied first. A credit allowed
under

this subsection nay 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 unused credit and
remai ni ng

carry-forward period of the seller. To perfect the

transfer, the assignor shall record the transfer in the

chain of title for the site and provide witten notice
to

the Director of the Illinois Departnent of Revenue of
t he

assignor's intent to sell the renediation site and the

amount of the tax credit to be transferred as a portion
of

the sale. In no event may a credit be transferred to any
taxpayer if the taxpayer or a related party would not be
eligible under the provisions of subsection (i).

(ii1) For purposes of this Section, the term"site"
shal | have the sanme neani ng as under Section 58.2 of the

Envi ronnental Protection Act.

(iv) This subsection is exenpt fromthe provisions
of

Section 250.
(Source: P.A 94-1021, eff. 7-12-06; 95-454, eff. 8-27-07.)
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1 (35 ILCS 5/202.5 new)

2 Sec. 202.5. Net incone attributable to the period prior
to

3 July 1, 2009 and net incone attributable to the period after

4 June 30, 2009.

S (a) In general. Wth respect to the taxable year of a

6 taxpayer beginning prior to July 1, 2009, and ending after
June

7 30, 2009, net incone (before exenptions) for the period
after

8 June 30, 2009, is that anmpunt that bears the sanme ratio to
t he

9 taxpayer's net incone (before exenptions) for the entire
10 taxabl e year as the nunber of nonths in that year after June

11 30, 2009, bears to the total nunber of nonths in that year,
and

12 the net inconme (before exenptions) for the period prior to

Jul y
13 1, 2009 is that amount that bears the same ratio to the

14 taxpayer's net income (before exenptions) for the entire

15 taxabl e year as the nunber of nonths in that year prior to
Jul y

16 1, 2009, bears to the total nunber of nonths in that year.

17 (b) Election to attribute incone and deduction itens

18 specifically to the respective portions of a taxable year
prior

19 to July 1, 2009, and after June 30, 2009. In the case of a

20 taxpayer with a taxable year beginning prior to July 1,
2009
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21 and ending after June 30, 2009, the taxpayer may el ect,
| nst ead

22 of the procedure established in subsection (a) of this
Secti on,

23 to determine net incone (before exenptions) on a specific

24 accounting basis for the 2 portions of his or her taxable
year:

25 (i) fromthe beginning of the taxable year through
June

09600SB2252hanD03 - 36 - LRBO96 10038 RCE 27718 a

1 30, 2009; and

2 (ii) fromJuly 1, 2009 through the end of the
t axabl e

3 year.

The election provided by this subsection (b) nust be
made

N

in the formand nanner that the Departnent requires by rule,

and nmust be made no later than the due date (including any
extensions thereof) for the filing of the return for the
taxable year, and is irrevocable.

(c) If the taxpayer elects specific accounting under
10 subsection (b):

11 (1) there shall be taken into account in conputing
base

12 I ncone for each of the 2 portions of the taxable year
only

13 those itens earned, received, paid, incurred or accrued
i n

14 each such peri od;

© 00 N O O
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(2) for purposes of apportioning business incone of

t he

t axpayer, the provisions in Article 3 shall be applied
on
the basis of the taxpayer's full taxable year, wthout

regard to this Section;

(3) the net |oss carryforward deduction for the

t axabl e
year under Section 207 may not exceed conbi ned net
| ncone
(before exenptions) of both portions of the taxable

year,
and shall be used against the net incone (before

exenptions) of the portion of the taxable yvear fromthe

begi nni ng of the taxable year through June 30, 2009,
bef or e

any remaining anobunt i s used against the net incone
(before

26 exenptions) of the latter portion of the year: and
09600SB2252hanD03 - 37 - LRB096 10038 RCE 27718 a
1 (d) Under subsection (a) or (b):

2 (1) the exenptions allowed under Section 204 for the
3 period prior to July 1, 2009, shall be equal to the
t ot al
4 exenptions that would be allowed for the taxable year
under
S Section 204, nultiplied by the nunber of nonths in the
6 portion of the taxable year ending on June 30, 2009 and
7 di vi ded by 12; and

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (47 of 177) [7/15/2009 12:25:32 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

8
9

10

11

12

13

14
15

16
17
18
19

20

21

22
23
24

25

(2) the exenptions allowed under Section 204 for the

period after June 30, 2009, through the end of the
t axabl e

year shall be equal to the total exenptions all owed
under

Section 204 for the taxable year, multiplied by the
nunber

of nonths in the taxable year for the period beginning
on

July 1, 2009 and divided by 12.

(35 I'LCS 5/202.6 new)

Sec. 202.6. Net incone attributable to the period prior
to
July 1, 2011 and net incone attributable to the period after

June 30, 2011.
(a) In general. Wth respect to the taxable year of a

t axpayer beginning prior to July 1, 2011 and ending after
June

30, 2011, net incone (before exenptions) for the period
after

June 30, 2011, is that anpbunt that bears the sane ratio to
t he

t axpayer's net incone (before exenptions) for the entire
taxabl e year as the nunber of nonths in that year after June

30, 2011, bears to the total nunber of nonths in that year,
and

the net incone (before exenptions) incone for the period
prior

09600SB2252hanD03 - 38 - LRBO96 10038 RCE 27718 a
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1 to July 1, 2011 is that anount that bears the sane ratio to

t he
2 taxpayer's net incone (before exenptions) for the entire

3 taxabl e year as the nunber of nmonths in that year prior to

Jul y
4 1, 2011, bears to the total nunber of nonths in that year.

S (b) Election to attribute incone and deduction itens

6 specifically to the respective portions of a taxable year
prior

7 to July 1, 2011, and after June 30, 2011. In the case of a

8 taxpayer with a taxable year beginning prior to July 1,
2011

9 and ending after June 30, 2011, the taxpayer may el ect,
| nst ead

10 of the procedure established in subsection (a) of this
Secti on,

11 to deternmine net incone (before exenptions) on a specific

12 accounting basis for the 2 portions of his or her taxable

year:
13 (1) fromthe beginning of the taxable year through
June

14 30, 2011; and

15 (2) fromJuly 1, 2011, through the end of the
t axabl e

16 year. The election provided by this subsection (b) nust

be
17 made in formand manner that the Department requires by

18 rul e, and nust be made no | ater than the due date

19 (i ncluding any extensions thereof) for the filing of the
20 return for the taxable year, and is irrevocabl e.

21 (c) |If the taxpayer elects specific accounting under
22 subsection (b):

23 (1) there shall be taken into account in conputing
base
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24 i ncone for each of the 2 portions of the taxable year
only
25 those itens earned, received, paid, incurred or accrued
in_
26 each such peri od;
09600SB2252hanD03 - 39 - LRB0O96 10038 RCE 27718 a
1 (2) for purposes of apportioning business incone of
t he
2 t axpayer, the provisions in Article 3 shall be applied
on
3 the basis of the taxpayer's full taxable year, wthout
regard to this Section;
S (3) the net loss carryforward deduction for the
t axabl e
6 year under Section 207 may not exceed conbi ned net
incone
7 (before exenptions) of both portions of the taxable
ear
8 and shall be used against the net incone (before
exenptions) of the portion of the taxable year fromthe
10 begi nning of the taxable year through June 30, 2011,
bef ore
11 any remining anount is used against the net incone
(before
12 exenptions) of the latter portion of the year.
13 (d) Under subsection (a) or (b):
14 (1) the exenptions allowed under Section 204 for the
15 period prior to July 1, 2011, shall be equal to the
t ot al
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exenptions that would be allowed for the taxable year

under

Section 204, multiplied by the nunber of nonths in the

portion of the taxable year ending June 30, 2011 and
divided by 12; and
(2) the exenmptions allowed under Section 204 for the

period after June 30, 2011, through the end of the

t axabl e

year shall equal to the total exenptions allowed for the
taxable year, nmultiplied by the nunber of nonths in the

t axabl e year for the period beginning on July 1, 2011

25 di vi ded by 12.
09600SB2252han003 - 40 - LRB0O96 10038 RCE 27718 a
1 (35 ILCS 5/203) (from Ch. 120, par. 2-203)
2 Sec. 203. Base incone defined.
3 (a) | ndividuals.
4 (1) In general. In the case of an individual, base
S | ncone neans an anount equal to the taxpayer's adjusted
6 gross incone for the taxable year as nodified by
par agr aph
(2).
8 (2) Modifications. The adjusted gross incone
referred
9 to in paragraph (1) shall be nodified by adding thereto

10

sum of the follow ng anounts:
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11

(A) An anount equal to all anpunts paid or

accrued
12 to the taxpayer as interest or dividends during the
13 t axabl e year to the extent excluded from gross
I ncone
14 i n the conputation of adjusted gross inconme, except
15 stock dividends of qualified public utilities
16 described in Section 305(e) of the Internal Revenue
17 Code;
18 (B) An anount equal to the anpunt of tax inposed
by
19 this Act to the extent deducted from gross incone in
20 t he conputation of adjusted gross incone for the
21 t axabl e year;
22 (O An anobunt equal to the ampunt received
duri ng
23 t he taxabl e year as a recovery or refund of real
24 property taxes paid with respect to the taxpayer's
25 princi pal residence under the Revenue Act of 1939
and
26 for which a deduction was previously taken under
09600SB2252han003 - 41 - LRB096 10038 RCE 27718 a
1 subpar agraph (L) of this paragraph (2) prior to July
1,
2 1991, the retrospective application date of Article
4
3 of Public Act 87-17. In the case of nulti-unit or

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (52 of 177) [7/15/2009 12:25:32 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

4

© 00 N O O

10

11

12
13

14
15

16
17

18

19
20

21

22
23
24

25
26

on

t he

on

Medi cal

Secti on

31,

costs

t aken

mul ti-use structures and farmdwel lings, the taxes

t he 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 anmount equal to the anount of the capital
gai n deduction all owabl e under the Internal Revenue

Code, to the extent deducted from gross incone in

conput ati on of adjusted gross incone;

(D-5) An anpunt, to the extent not included in
adj usted gross incone, equal to the anmount of nobney

wi t hdrawn by the taxpayer in the taxable year froma
nmedi cal care savings account and the interest earned

the account in the taxable year of a w thdrawal
pursuant to subsection (b) of Section 20 of the

Care Savi ngs Account Act or subsection (b) of

20 of the Medical Care Savings Account Act of 2000;
(D-10) For taxable years ending after Decenber

1997, an anount equal to any eligible renediation

that the individual deducted in conputing adjusted
gross inconme and for which the individual clains a
credit under subsection (I) of Section 201;

(D-15) For taxable years 2001 and thereafter, an
anmount equal to the bonus depreciation deduction
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09600SB2252hanD03 - 42 - LRBO96 10038 RCE 27718 a

on the taxpayer's federal incone tax return for the
t axabl e year under subsection (k) of Section 168 of

t he
3 | nternal Revenue Code;
4 (D-16) If the taxpayer sells, transfers,
abandons,
or otherw se di sposes of property for which the
t axpayer was required in any taxable year to nake an
addi tion nodification under subparagraph (D 15),
t hen
an anount equal to the aggregate anount of the
9 deductions taken in all taxable years under
10 subparagraph (Z2) wth respect to that property.
11 | f the taxpayer continues to own property
t hr ough
12 the |l ast day of the last tax year for which the
13 t axpayer may claima depreciation deduction for
14 federal incone tax purposes and for which the
t axpayer
15 was al lowed in any taxable year to nmake a
subtraction
16 nodi fi cati on under subparagraph (Z), then an anount
17 equal to that subtraction nodification.
18 The taxpayer is required to nmake the addition
19 nodi fi cati on under this subparagraph only once with
20 respect to any one pi ece of property;
21 (D-17) An anpunt equal to the anmpunt otherw se
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22 al l owed as a deduction in conputing base incone for
23 i nterest paid, accrued, or incurred, directly or
24 indirectly, (i) for taxable years ending on or after
25 Decenber 31, 2004, to a foreign person who woul d be
a
26 nmenber of the sane unitary business group but for
t he
09600SB2252han003 - 43 - LRB096 10038 RCE 27718 a
1 fact that foreign person's business activity outside
the United States is 80%or nore of the foreign
person's total business activity and (ii) for
t axabl e
4 years ending on or after Decenber 31, 2008, to a
per son
S who woul d be a nmenber of the sane unitary business
6 group but for the fact that the person is prohibited
7 under Section 1501(a)(27) frombeing included in the
8 unitary busi ness group because he or she is
ordinarily
9 requi red to apportion business incone under
di fferent
10 subsections of Section 304. The addition
nodi fi cation
11 requi red by this subparagraph shall be reduced to
t he
12 extent that dividends were included in base incone
of
13

the unitary group for the sane taxable year and
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14

recei ved by the taxpayer or by a nenber of the

15 t axpayer's unitary business group (including anounts
16 i ncluded in gross inconme under Sections 951 through
964
17 of the Internal Revenue Code and anounts included in
18 gross inconme under Section 78 of the Internal
Revenue
19 Code) with respect to the stock of the sane person
to
20 whom t he interest was paid, accrued, or incurred.
21 Thi s paragraph shall not apply to the foll ow ng:
22 (i) an itemof interest paid, accrued, or
23 incurred, directly or indirectly, to a person
who
24 IS subject in a foreign country or state, other
25 than a state which requires mandatory unitary
26 reporting, to a tax on or neasured by net incone
09600SB2252han003 - 44 - LRB096 10038 RCE 27718 a
1 with respect to such interest; or
2 (ii) an itemof interest paid, accrued, or
3 i ncurred, directly or indirectly, to a person if
4 t he taxpayer can establish, based on a
S preponderance of the evidence, both of the
6 fol | owi ng:
7 (a) the person, during the sane taxable
8 year, paid, accrued, or incurred, the

I nt er est
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9

to a person that is not a rel ated nenber,

and
10 (b) the transaction giving rise to the
11 | nt erest expense between the taxpayer and
t he
12 person did not have as a principal purpose
t he
13 avoi dance of Illinois incone tax, and is
pai d
14 pursuant to a contract or agreenent that
15 reflects an armis-length interest rate and
16 terns; or
17 (iii) the taxpayer can establish, based on
18 cl ear and convi nci ng evidence, that the interest
19 pai d, accrued, or incurred relates to a contract
or
20 agreenment entered into at arm s-length rates and
21 ternms and the principal purpose for the paynent
S
22 not federal or Illinois tax avoidance; or
23 (iv) an itemof interest paid, accrued, or
24 incurred, directly or indirectly, to a person if
25 t he taxpayer establishes by clear and convi ncing
26 evi dence that the adjustnents are unreasonabl e;
or
09600SB2252han003 - 45 - LRB096 10038 RCE 27718 a
1 i f the taxpayer and the Director agree in
writing
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17
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22

met hod

t he

for

of

st andar ds

authority

I ntangi bl e

to the application or use of an alternative

of apportionnent under Section 304(f).
Not hing in this subsection shall preclude

Di rector from nmaki ng any ot her adjustnent
ot herw se all owed under Section 404 of this Act

any tax year beginning after the effective date

t hi s anendnent provided such adjustnent is nade
pursuant to regul ati on adopted by the Depart nent
and such regul ations provide nethods and

by which the Departnment will utilize its

under Section 404 of this Act;
(D-18) An anount equal to the anmount of

expenses and costs otherw se allowed as a deduction

I N

conputing base incone, and that were paid, accrued,

or

i ncurred, directly or indirectly, (i) for taxable

years ending on or after Decenber 31, 2004, to a

foreign person who woul d be a nenber of the sane

unitary busi ness group but for the fact that the

foreign person's business activity outside the

Uni t ed

States is 80% or nore of that person's total

busi ness

activity and (ii) for taxable years ending on or

after
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23 Decenber 31, 2008, to a person who woul d be a nenber
of
24 the same unitary business group but for the fact
t hat
25 the person is prohibited under Section 1501(a)(27)
26 frombeing included in the unitary business group
09600SB2252han003 - 46 - LRB096 10038 RCE 27718 a
1 because he or she is ordinarily required to
apportion
2 busi ness i ncone under different subsections of
Secti on
3 304. The addition nodification required by this

subpar agraph shall be reduced to the extent that

S di vidends were included in base incone of the
unitary

6 group for the sane taxable year and received by the

7 t axpayer or by a nenber of the taxpayer's unitary

8 busi ness group (including anounts included in gross

9 | nconme under Sections 951 through 964 of the
| nt er nal

10 Revenue Code and anmounts included in gross incone
under

11 Section 78 of the Internal Revenue Code) with
respect

12 to the stock of the sane person to whomthe
I ntangi bl e

13 expenses and costs were directly or indirectly paid,

14 I ncurred, or accrued. The precedi ng sentence does
not
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15 apply to the extent that the sanme dividends caused a

16 reduction to the addition nodification required
under
17 Section 203(a)(2)(D-17) of this Act. As used in this
18 subpar agraph, the term"intangi bl e expenses and
costs”
19 I ncl udes (1) expenses, |osses, and costs for, or
20 related to, the direct or indirect acquisition, use,
21 mai nt enance or managenent, ownership, sale,
exchange,
22 or any other disposition of intangible property; (2)
23 | osses incurred, directly or indirectly, from
24 factoring transactions or discounting transactions;
25 (3) royalty, patent, technical, and copyright fees;
26 (4) licensing fees; and (5) other simlar expenses
and
09600SB2252han003 - 47 - LRB0O96 10038 RCE 27718 a
1 costs. For purposes of this subparagraph,
“i ntangi bl e
2 property"” includes patents, patent applications,
trade
3 nanmes, trademarks, service marks, copyrights, mask
wor ks, trade secrets, and simlar types of
I ntangi bl e
asset s.

Thi s paragraph shall not apply to the foll ow ng:
(i) any itemof intangible expenses or costs
pai d, accrued, or incurred, directly or

o N oo O
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9

indirectly, froma transaction with a person who

i s
10 subject in a foreign country or state, other
than a
11 state which requires mandatory unitary
reporting,
12 to a tax on or nmeasured by net inconme with
r espect
13 to such item or
14 (ii) any item of intangible expense or cost
15 pai d, accrued, or incurred, directly or
16 indirectly, if the taxpayer can establish, based
17 on a preponderance of the evidence, both of the
18 fol | owi ng:
19 (a) the person during the sane taxable
20 year paid, accrued, or incurred, the
21 | nt angi bl e expense or cost to a person that
S
22 not a related nmenber, and
23 (b) the transaction giving rise to the
24 i nt angi bl e expense or cost between the
25 t axpayer and the person did not have as a
26 princi pal purpose the avoi dance of Illinois
09600SB2252hanD03 - 48 - LRBO96 10038 RCE 27718 a
1 I ncone tax, and is paid pursuant to a
cont r act
2 or agreenent that reflects arnis-length
t er ms;
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24

t he

alternative

t he

for

of

st andar ds

authority

or

(ii1) any itemof intangible expense or cost
pai d, accrued, or incurred, directly or

indirectly, froma transaction wth a person if

t axpayer establishes by clear and convi nci ng

evi dence, that the adjustnents are unreasonabl e;
or if the taxpayer and the Director agree in
witing to the application or use of an

nmet hod of apportionment under Section 304(f);
Not hing in this subsection shall preclude

Di rector from nmaki ng any ot her adj ust nent
ot herw se all owed under Section 404 of this Act

any tax year beginning after the effective date

t hi s anendnent provided such adjustnent is nade
pursuant to regul ati on adopted by the Depart nent
and such regul ations provide nethods and

by which the Departnment will utilize its

under Section 404 of this Act;
(D-19) For taxable years ending on or after

Decenber 31, 2008, an anount equal to the anpunt of

| nsurance prem um expenses and costs ot herw se

al | onwed

as a deduction in conputing base incone, and that

wer e
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25

pai d, accrued, or incurred, directly or indirectly,

to
26 a person who woul d be a nenber of the sane unitary
09600SB2252hanD03 - 49 - LRB0O96 10038 RCE 27718 a
1 busi ness group but for the fact that the person is
2 prohi bi ted under Section 1501(a)(27) from being
3 I ncluded in the unitary busi ness group because he or
4 she is ordinarily required to apportion business
S I ncone under different subsections of Section 304.
The
6 addition nodification required by this subparagraph
7 shall be reduced to the extent that dividends were
8 I ncl uded in base incone of the unitary group for the
9 sane taxabl e year and received by the taxpayer or by
a
10 menber of the taxpayer's unitary business group
11 (i ncluding anounts included in gross inconme under
12 Sections 951 through 964 of the Internal Revenue
Code
13 and anmounts included in gross incone under Section
78
14 of the Internal Revenue Code) with respect to the
st ock
15 of the same person to whomthe prem uns and costs
wer e
16 directly or indirectly paid, incurred, or accrued.
The
17 precedi ng sentence does not apply to the extent that
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18 t he sane dividends caused a reduction to the
addi tion

19 nodi fi cati on required under Section 203(a)(2)(D17)
or
20 Section 203(a)(2)(D-18) of this Act; -
21 (D-20) For taxable years beginning on or after
22 January 1, 2002 and ending on or before Decenber 31,
23 2006, in the case of a distribution froma qualified
24 tui tion program under Section 529 of the Internal
25 Revenue Code, other than (i) a distribution froma
26 Col | ege Savi ngs Pool created under Section 16.5 of
t he
09600SB2252han0D03 - 50 - LRB0O96 10038 RCE 27718 a

State Treasurer Act or (ii) a distribution fromthe
I1linois Prepaid Tuition Trust Fund, an anount equal

to
3 t he anmobunt excl uded from gross i ncone under Section
4 529(c)(3)(B). For taxable years begi nning on or
after
S January 1, 2007, in the case of a distribution from
a
qualified tuition program under Section 529 of the
| nternal Revenue Code, other than (i) a distribution
froma Col |l ege Savi ngs Pool created under Section
16.5
9 of the State Treasurer Act, (ii) a distribution from
10 the Illinois Prepaid Tuition Trust Fund, or (iii) a
11 distribution froma qualified tuition program under
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12 Section 529 of the Internal Revenue Code that (I)

13 adopts and determines that its offering materials
14 conply with the Col | ege Savings Plans Network's
15 di scl osure principles and (I11) has nade reasonabl e
16 efforts to informin-state residents of the
exi stence
17 of in-state qualified tuition progranms by informning
18 I1linois residents directly and, where applicabl e,
to
19 i nformfinancial internediaries distributing the
20 programto informin-state residents of the
exi stence
21 of in-state qualified tuition prograns at | east
22 annual |y, an anount equal to the anpunt excl uded
from
23 gross income under Section 529(c)(3)(B); -
24 For the purposes of this subparagraph (D-20), a
25 qualified tuition program has nade reasonabl e
efforts
26 if it nmakes disclosures (which may use the term
09600SB2252han003 - 51 - LRB096 10038 RCE 27718 a
1 "In-state progrant or "in-state plan" and need not
2 specifically refer to Illinois or its qualified
3 prograns by nane) (i) directly to prospective
4 participants in its offering materials or nakes a
S public disclosure, such as a website posting; and
(i)
6 where applicable, to internediaries selling the
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26

out-of-state programin the sane nmanner that the

out-of-state programdistributes its offering
materi al s;
(D-21) For taxable years begi nning on or
after
January 1, 2007, in the case of transfer of noneys
from
a qualified tuition programunder Section 529 of the
| nternal Revenue Code that is adm nistered by the
State
to an out-of-state program an anount equal to the
anmount of noneys previously deducted from base
| ncone
under subsection (a)(2)(Y) of this Section; -—
(D-22) Incone fromdischarge of indebtedness in
connection with a reacquisition of an applicable
debt
i nstrunent during the tax year, for which an
el ection
to defer the incone was nade under Section 108(i) (1)
of _
the Internal Revenue Code; and
(D-23) Any deduction allowed for the tax year
for a
net operating |loss carried back nore than 2 years
under
Section 172(b)(1)(H) of the Internal Revenue Code;
and by deducting fromthe total so obtained the sum of
t he
foll ow ng anounts:

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (66 of 177) [7/15/2009 12:25:32 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

09600SB2252hanD03 - 52 - LRBO96 10038 RCE 27718 a

1 (E) For taxable years ending before Decenber 31,
2 2001, any anount included in such total in respect
of
3 any conpensation (including but not [imted to any
4 conpensation paid or accrued to a serviceman while a
S prisoner of war or mssing in action) paid to a
6 resident by reason of being on active duty in the
Ar med
Forces of the United States and in respect of any
conpensation paid or accrued to a resident who as a
gover nnment al enpl oyee was a prisoner of war or
m ssi ng
10 I n action, and in respect of any conpensation paid
to a
11 resident in 1971 or thereafter for annual training
12 perfornmed pursuant to Sections 502 and 503, Title
32,
13 United States Code as a nenber of the Illinois
Nat i onal
14 Guard or, beginning with taxable years ending on or
15 after Decenber 31, 2007, the National Guard of any
16 ot her state. For taxable years ending on or after
17 Decenber 31, 2001, any anount included in such total
I n
18 respect of any conpensation (including but not
limted
19 to any conpensation paid or accrued to a servicenan
20 while a prisoner of war or nmissing in action) paid
to a
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21 resi dent by reason of being a nenber of any
conmponent
22 of the Arned Forces of the United States and in
respect
23 of any conpensation paid or accrued to a resident
who
24 as a governnental enployee was a prisoner of war or
25 m ssing in action, and in respect of any
conpensati on
26 paid to a resident in 2001 or thereafter by reason
of
09600SB2252hanD03 - 53 - LRB0O96 10038 RCE 27718 a
1 being a menber of the Illinois National Guard or,
2 begi nning with taxable years ending on or after
3 Decenber 31, 2007, the National Guard of any other
4 state. The provisions of this anmendatory Act of the
S 92nd General Assenbly are exenpt fromthe provisions
of
Section 250;
(F) An anmount 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
t he
10 I nternal Revenue Code, or included in such total as
11 di stributions under the provisions of any retirenment
12 or disability plan for enpl oyees of any governnent al
13 agency or unit, or retirenent paynents to retired
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14

15
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17

18
19
20

21
22

23

24

partners, which paynments are excluded in conputing
net

earnings fromself enploynent by Section 1402 of the
I nt ernal Revenue Code and regqgul ati ons adopted

pur suant
t her et o;

(G The valuation limtation anount;
(H) An anount equal to the anount of any tax

| nposed by this Act which was refunded to the
t axpayer

and included in such total for the taxable year;
(1) An anount equal to all anpbunts included in
such
total pursuant to the provisions of Section 111 of
t he
| nternal Revenue Code as a recovery of itens

previ ously

25 deducted from adj usted gross incone in the
conput ati on
26 of taxabl e incone;
09600SB2252han003 - 54 - LRB096 10038 RCE 27718 a
1 (J) An anount equal to those dividends included
i n
such total which were paid by a corporation which
conducts busi ness operations in an Enterprise Zone
or
4 zones created under the Illinois Enterprise Zone Act
or
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25
26

a River Edge Redevel opnent Zone or zones created
under

the R ver Edge Redevel opnent Zone Act, and conducts
substantially all of its operations in an Enterprise
Zone or zones or a River Edge Redevel opnent Zone or
zones. This subparagraph (J) is exenpt fromthe
provi sions of Section 250;

(K) An anount equal to those dividends included

such total that were paid by a corporation that
conducts busi ness operations in a federally
desi gnat ed

Forei gn Trade Zone or Sub-Zone and that is
desi gnated a

Hi gh | npact Business located in Illinois; provided
t hat dividends eligible for the deduction provided

subpar agraph (J) of paragraph (2) of this subsection
shall not be eligible for the deduction provided
under
t hi s subparagraph (K);
(L) For taxable years ending after Decenber 31,

1983, an anount equal to all social security
benefits

and railroad retirenent benefits included in such
total pursuant to Sections 72(r) and 86 of the
| nt er nal
Revenue Code;
(M Wth the exception of any anounts subtracted
under subparagraph (N), an anount equal to the sum
of
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10

11
12

13
14

15

16
17

18

of

of

for

of

Secti on

such

t he

from

under

al |l anounts disall owed as deductions by (i) Sections
171(a) (2), and 265(2) of the Internal Revenue Code

1954, as now or hereafter anended, and all anpunts

expenses allocable to interest and disall owed as
deductions by Section 265(1) of the Internal Revenue
Code of 1954, as now or hereafter anmended; and (ii)

t axabl e years ending on or after August 13, 1999,
Sections 171(a)(2), 265, 280C, and 832(b)(5)(B)(i)

the Internal Revenue Code; the provisions of this
subpar agraph are exenpt fromthe provisions of

250;
(N) An anmount equal to all anounts included in

total which are exenpt fromtaxation by this State
either by reason of its statutes or Constitution or

reason of the Constitution, treaties or statutes of

United States; provided that, in the case of any
statute of this State that exenpts incone derived

bonds or other obligations fromthe tax inposed
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19 this Act, the anmount exenpted shall be the interest

net
20 of bond prem um anortization;
21 (O An anpunt equal to any contribution nmade to
a
22 job training project established pursuant to the Tax
23 | ncrement Al |l ocati on Redevel opnent Act;
24 (P) An anount equal to the anount of the
deduction
25 used to conpute the federal income tax credit for
26 restoration of substantial amounts held under claim
of
09600SB2252han003 - 56 - LRB0O96 10038 RCE 27718 a
1 right for the taxable year pursuant to Section 1341
of
the I nternal Revenue Code of 1986;
(Q An anmount equal to any anounts included in
such
4 total, received by the taxpayer as an accel eration
I n
S t he paynent of |ife, endowent or annuity benefits
I N
6 advance of the tinme they woul d otherw se be payabl e
as
an indemity for a termnal illness;
(R) An anount equal to the anount of any federal
or
9 State bonus paid to veterans of the Persian Gl f
Wr ;
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10

11
12

13
14
15
16

adj ust ed

to a

(S) An anount, to the extent included in

gross incone, equal to the anount of a contribution
made in the taxable year on behalf of the taxpayer

nmedi cal care savings account established under the
Medi cal Care Savi ngs Account Act or the Medical Care
Savi ngs Account Act of 2000 to the extent the
contribution is accepted by the account

adm ni strator

17 as provided in that Act;
18 (T) An amount, to the extent included in
adj ust ed
19 gross incone, equal to the anount of interest earned
I n
20 t he taxabl e year on a nedical care savings account
21 est abl i shed under the Medical Care Savi ngs Account
Act
22 or the Medical Care Savings Account Act of 2000 on
23 behal f of the taxpayer, other than interest added
24 pursuant to item (D 5) of this paragraph (2);
25 (U For one taxable year beginning on or after
26 January 1, 1994, an anount equal to the total anount
of
09600SB2252hanD03 - 57 - LRB0O96 10038 RCE 27718 a
1 tax i nposed and pai d under subsections (a) and (b)
of
2 Section 201 of this Act on grant anopunts received by
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10

11
12

13

14
15

16

17
18
19
20

21
22
23

24

1993;

on

t he taxpayer under the Nursing Hone Grant Assistance
Act during the taxpayer's taxable years 1992 and

(V) Beginning with tax years ending on or after
Decenber 31, 1995 and ending with tax years endi ng

or before Decenber 31, 2004, an anount equal to the
anmount paid by a taxpayer who is a self-enpl oyed
t axpayer, a partner of a partnership, or a

shar ehol der

or

t he

care

on

does

t he

The

i n a Subchapter S corporation for health insurance

| ong-term care insurance for that taxpayer or that
t axpayer's spouse or dependents, to the extent that

anmount paid for that health insurance or long-term

| nsurance may be deducted under Section 213 of the
| nternal Revenue Code of 1986, has not been deduct ed

the federal incone tax return of the taxpayer, and

not exceed the taxable incone attributable to that
t axpayer's incone, self-enploynent incone, or
Subchapter S corporation incone; except that no
deduction shall be allowed under this item (V) if

taxpayer is eligible to participate in any health
| nsurance or long-termcare insurance plan of an
enpl oyer of the taxpayer or the taxpayer's spouse.

anmount of the health insurance and | ong-termcare
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25 | nsurance subtracted under this item (V) shall be

26 determined by nultiplying total health insurance and
09600SB2252hanD03 - 58 - LRB0O96 10038 RCE 27718 a
1 | ong-term care insurance prem uns paid by the

t axpayer

times a nunber that represents the fractional
percentage of eligible nedical expenses under

Secti on
4 213 of the Internal Revenue Code of 1986 not
actual ly
S deducted on the taxpayer's federal incone tax
return;
6 (W For taxable years beginning on or after
January
7 1, 1998, all anpbunts included in the taxpayer's
f eder al
8 gross incone in the taxable year from anounts
converted
9 froma regular IRAto a Roth IRA. This paragraph is
10 exenpt fromthe provisions of Section 250;
11 (X) For taxable year 1999 and thereafter, an
anount
12 equal to the amount of any (i) distributions, to the
13 extent includible in gross inconme for federal incone
14 t ax purposes, made to the taxpayer because of his or
15 her status as a victimof persecution for racial or
16 religious reasons by Nazi CGermany or any other Axis
17 regime or as an heir of the victimand (ii) itens of
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18 i ncone, to the extent includible in gross incone for

19 federal incone tax purposes, attributable to,
derived
20 fromor in any way related to assets stolen from
21 hi dden from or otherwise lost to a victim of
22 persecution for racial or religious reasons by Nazi
23 Germany or any other Axis reginme inmediately prior
t o,
24 during, and inmediately after World Var |1,
i ncl udi ng,
25 but not limted to, interest on the proceeds
recei vabl e
26 as insurance under policies issued to a victim of
09600SB2252hanD03 - 59 - LRB096 10038 RCE 27718 a

persecution for racial or religious reasons by Nazi

2 Germany or any other Axis regine by European
| nsur ance

3 conpanies imedi ately prior to and during Wrld War
[l

4 provi ded, however, this subtraction from federal

S adj usted gross incone does not apply to assets
acqui red

6 wWith such assets or with the proceeds fromthe sale
of

such assets; provided, further, this paragraph shall

only apply to a taxpayer who was the first recipient
of

9 such assets after their recovery and who is a victim
of
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10
11

12
13

14

15

16

t he

I S

of

t ax

persecution for racial or religious reasons by Nazi
Germany or any other Axis reginme or as an heir of

victim The anount of and the eligibility for any
public assistance, benefit, or simlar entitlenent

not affected by the inclusion of itens (i) and (ii)
this paragraph in gross incone for federal incone

pur poses. This paragraph is exenpt fromthe

provi si ons

17 of Section 250;
18 (Y) For taxable years beginning on or after
January
19 1, 2002 and ending on or before Decenber 31, 2004,
20 noneys contributed in the taxable year to a Coll ege
21 Savi ngs Pool account under Section 16.5 of the State
22 Treasurer Act, except that anmounts excluded from
gr oss
23 i ncome under Section 529(c)(3)(C) (i) of the Internal
24 Revenue Code shall not be consi dered noneys
25 contri buted under this subparagraph (Y). For taxable
26 years beginning on or after January 1, 2005, a
maxi mum
09600SB2252han003 - 60 - LRB096 10038 RCE 27718 a
1 of $10, 000 contributed in the taxable year to (i) a
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11
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17
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21

22

23
24

25

Col | ege Savi ngs Pool account under Section 16.5 of

t he
State Treasurer Act or (ii) the Illinois Prepaid
Tui tion Trust Fund, except that anpunts excl uded
from
gross inconme under Section 529(c)(3)(C (i) of the
| nternal Revenue Code shall not be consi dered nopneys
contri buted under this subparagraph (Y). This
subparagraph (Y) is exenpt fromthe provisions of
Section 250;
(Z) For taxable years 2001 and thereafter, for
t he
t axabl e year in which the bonus depreciation
deduction

I s taken on the taxpayer's federal incone tax return
under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable year
thereafter, an anount equal to "x", where:

(1) "y" equals the anount of the

depreci ation

deduction taken for the taxable year on the

t axpayer's federal incone tax return on property
for which the bonus depreciation deduction was
taken in any year under subsection (k) of

168 of the Internal Revenue Code, but not

t he bonus depreciation deducti on;

(2) for taxable years ending on or before
Decenber 31, 2005, "x" equals "y" nmultiplied by

Section
I ncl udi ng
30

and then divided by 70 (or "y" nmultiplied by
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26 0.429); and
09600SB2252han003 - 61 - LRB0O96 10038 RCE 27718 a
1 (3) for taxable years ending after Decenber
2 31, 2005:
3 (i) for property on which a bonus
4 depreci ati on deduction of 30% of the
adj ust ed
S basis was taken, "x" equals "y" nultiplied
by
6 30 and then divided by 70 (or "y" multiplied
by
0.429); and
8 (ii) for property on which a bonus
9 depreci ati on deduction of 50% of the
adj ust ed
10 basi s was taken, "x" equals "y" nmultiplied
by
11 1. 0.
12 The aggregate anount deducted under this
13 subparagraph in all taxable years for any one piece
of
14 property may not exceed the anount of the bonus
15 depreci ati on deduction taken on that property on the
16 t axpayer's federal incone tax return under
subsecti on
17 (k) of Section 168 of the Internal Revenue Code.
Thi s
18 subparagraph (2) is exenpt fromthe provisions of
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19 Secti on 250;

20 (AA) |If the taxpayer sells, transfers, abandons,
21 or otherw se di sposes of property for which the
22 t axpayer was required in any taxable year to nake an
23 addi ti on nodification under subparagraph (D 15),
t hen
24 an anmount equal to that addition nodification.
25 | f the taxpayer continues to own property
t hr ough
26 the | ast day of the last tax year for which the
09600SB2252han003 - 62 - LRB0O96 10038 RCE 27718 a

t axpayer may claima depreciation deduction for

2 federal incone tax purposes and for which the
t axpayer
3 was required in any taxable year to nake an addition
4 nodi fi cati on under subparagraph (D-15), then an
anount

equal to that addition nodification.
The taxpayer is allowed to take the deduction

under
t hi s subparagraph only once with respect to any one
pi ece of property.
Thi s subparagraph (AA) is exenpt fromthe
10 provi si ons of Section 250;
11 (BB) Any anount included in adjusted gross
I ncone,
12 other than salary, received by a driver in a
13 ri desharing arrangenment using a notor vehicle;
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15
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22

of

w th

exceed

any

(CC) The ampunt of (i) any interest inconme (net

t he deductions allocable thereto) taken into account
for the taxable year with respect to a transaction

a taxpayer that is required to nake an addition
nodi fication with respect to such transaction under
Section 203(a)(2)(D-17), 203(b)(2)(E-12),
203(¢c)(2) (G 12), or 203(d)(2)(D-7), but not to

t he anount of that addition nodification, and (ii)

i ncone fromintangi ble property (net of the

deducti ons

23 al | ocabl e thereto) taken into account for the
t axabl e
24 year wth respect to a transaction with a taxpayer
t hat
25 is required to make an addition nodification with
26 respect to such transaction under Section
09600SB2252hanD03 - 63 - LRB0O96 10038 RCE 27718 a
1 203(a)(2)(D-18), 203(b)(2)(E-13), 203(c)(2)(G13),
or
2 203(d) (2)(D-8), but not to exceed the anpunt of that
3 addition nodification. This subparagraph (CC) is
4 exenpt fromthe provisions of Section 250;
S (DD) An anpunt equal to the interest incone
t aken
6 I nto account for the taxable year (net of the
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25

26

deductions allocable thereto) with respect to

transactions with (i) a foreign person who woul d be
a
menber of the taxpayer's unitary business group but
for
the fact that the foreign person's business activity
outside the United States is 80% or nore of that
person's total business activity and (ii) for
t axabl e
years ending on or after Decenber 31, 2008, to a
per son
who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the
unitary busi ness group because he or she is
ordinarily
requi red to apportion business incone under
di fferent
subsections of Section 304, but not to exceed the
addition nodification required to be nade for the
sane
t axabl e year under Section 203(a)(2)(D17) for
i nterest paid, accrued, or incurred, directly or
indirectly, to the sane person. This subparagraph
(DD)
i s exenpt fromthe provisions of Section 250; and
(EE) An anount equal to the incone from
| nt angi bl e
property taken into account for the taxable year
( net
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10
11

12

13
14

15
16
17

18
19

20
21

for

t axabl e

person

ordi nari

of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who woul d be

menber of the taxpayer's unitary business group but

the fact that the foreign person's business activity
outside the United States is 80% or nore of that
person's total business activity and (ii) for

years ending on or after Decenber 31, 2008, to a

who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the
unitary busi ness group because he or she is

ly
requi red to apportion business incone under

di f ferent

sane

foreign

ear

subsections of Section 304, but not to exceed the
addition nodification required to be nade for the

t axabl e year under Section 203(a)(2) (D 18) for
| nt angi bl e expenses and costs paid, accrued, or
incurred, directly or indirectly, to the sane

person. This subparagraph (EE) is exenpt fromthe
provi sions of Section 250; -

(FF) I ncone fromdi scharge of indebtedness
I ncluded in adjusted gross incone for the taxable

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (83 of 177) [7/15/2009 12:25:32 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

22 under Section 108(i)(1)(A) or (B) of the I|nternal
23 Revenue Code. This subparagraph (FF) is exenpt from
t he
24 provi si ons of Section 250; and
25 (GG An anpunt equal to the additional net
26 operating | oss carryover deduction that would be
09600SB2252hanD03 - 65 - LRB096 10038 RCE 27718 a

allowed in conputing adjusted gross incone for the

taxabl e year if the taxpayer had not nade an
el ection

3 to carry back the l1oss nore than 2 years under
Secti on

4 172(b) (1) (H) of the Internal Revenue Code. This
subparagraph (G5 is exenpt fromthe provisions of
6 Section 250.

7 (b) Corporations.
8 (1) In general. In the case of a corporation, base
9 | nconme neans an anount equal to the taxpayer's taxable
10 i ncome for the taxable year as nodified by paragraph
(2).
11 (2) Modifications. The taxable income referred to in
12 paragraph (1) shall be nodified by adding thereto the
sum
13 of the follow ng anounts:
14 (A) An anount equal to all amounts paid or
accrued
15 to the taxpayer as interest and all distributions
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16 recei ved fromregul ated i nvest nent conpani es during

17 the taxable year to the extent excluded from gross

18 income in the conputation of taxable incone;

19 (B) An anmpunt equal to the ampunt of tax inposed
by

20 this Act to the extent deducted from gross incone in

21 the conputation of taxable incone for the taxable
year;

22 (C) In the case of a regul ated investnent
conpany,

23 an amount equal to the excess of (i) the net |ong-
term

24 capital gain for the taxable year, over (ii) the
anount

25 of the capital gain dividends designated as such in

09600SB2252han003 - 66 - LRB0O96 10038 RCE 27718 a

1 accordance with Section 852(b)(3)(C of the Internal

2 Revenue Code and any anount desi gnated under Section

3 852(b)(3)(D) of the Internal Revenue Code,

4 attributable to the taxable year (this anendatory
Act

S of 1995 (Public Act 89-89) is declarative of
exi sting

6 | aw and is not a new enactnent);

(D) The anopunt of any net operating |oss

deduction

8 taken in arriving at taxable inconme, other than a
net

9 operating loss carried forward froma taxabl e year
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10 ending prior to Decenber 31, 1986;

11 (E) For taxable years in which a net operating
| oss
12 carryback or carryforward froma taxabl e year ending
13 prior to Decenber 31, 1986 is an elenent of taxable
14 i ncome under paragraph (1) of subsection (e) or
15 subpar agraph (E) of paragraph (2) of subsection (e),
16 t he anmobunt by which addition nodifications other
t han
17 t hose provided by this subparagraph (E) exceeded
18 subtraction nodifications in such earlier taxable
19 year, with the following limtations applied in the
20 order that they are |isted:
21 (i) the addition nodification relating to
t he
22 net operating |oss carried back or forward to
t he
23 t axabl e year from any taxable year ending prior
to
24 Decenber 31, 1986 shall be reduced by the anount
of
25 addi tion nodification under this subparagraph
(E)
26 which related to that net operating | oss and
whi ch
09600SB2252han003 - 67 - LRB0O96 10038 RCE 27718 a

was taken into account in calculating the base
i ncone of an earlier taxable year, and
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24

(ii) the addition nodification relating to

t he
net operating |oss carried back or forward to
t he
t axabl e year from any taxable year ending prior
to
Decenber 31, 1986 shall not exceed the anount of
such carryback or carryforward,;
For taxable years in which there is a net
operati ng
| oss carryback or carryforward from nore than one
ot her
t axabl e year ending prior to Decenber 31, 1986, the
addi tion nodification provided in this subparagraph
(E) shall be the sum of the anpbunts conputed
| ndependent |y under the preceding provisions of this
subparagraph (E) for each such taxabl e year;
(E-5) For taxable years ending after Decenber
31,
1997, an anount equal to any eligible renediation
costs
that the corporation deducted in conputing adjusted
gross incone and for which the corporation clains a
credit under subsection (l) of Section 201;
(E-10) For taxable years 2001 and thereafter, an
anmount equal to the bonus depreciation deduction
t aken
on the taxpayer's federal incone tax return for the
t axabl e year under subsection (k) of Section 168 of
t he

| nt ernal Revenue Code;
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25

(E-11) If the taxpayer sells, transfers,

abandons,
26 or ot herw se di sposes of property for which the
09600SB2252han003 - 68 - LRB0O96 10038 RCE 27718 a
t axpayer was required in any taxable year to make an
addi tion nodification under subparagraph (E-10),
t hen
3 an anount equal to the aggregate anount of the
4 deductions taken in all taxable years under
S subparagraph (T) wth respect to that property.
6 | f the taxpayer continues to own property
t hr ough
the last day of the |ast tax year for which the
t axpayer nmay claima depreciation deduction for
federal incone tax purposes and for which the
t axpayer
10 was allowed in any taxable year to nake a
subtraction
11 nmodi fi cati on under subparagraph (T), then an anount
12 equal to that subtraction nodification.
13 The taxpayer is required to nmake the addition
14 nodi fi cati on under this subparagraph only once with
15 respect to any one piece of property;
16 (E-12) An anount equal to the anmount ot herw se
17 al l owed as a deduction in conputing base incone for
18 i nterest paid, accrued, or incurred, directly or
19 indirectly, (i) for taxable years ending on or after
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20

Decenber 31, 2004, to a foreign person who woul d be

a
21 menber of the same unitary business group but for
t he
22 fact the foreign person's business activity outside
23 the United States is 80%or nore of the foreign
24 person's total business activity and (ii) for
t axabl e
25 years ending on or after Decenber 31, 2008, to a
per son
26 who woul d be a nmenber of the same unitary business
09600SB2252han0D03 - 69 - LRBO96 10038 RCE 27718 a
1 group but for the fact that the person is prohibited

4

10
11

under Section 1501(a)(27) frombeing included in the
unitary busi ness group because he or she is

ordinarily

requi red to apportion business incone under
di fferent
subsections of Section 304. The addition

nodi fi cati on

t he

of

requi red by this subparagraph shall be reduced to
extent that dividends were included in base incone

the unitary group for the sane taxable year and
recei ved by the taxpayer or by a nenber of the
taxpayer's unitary business group (including anounts
i ncl uded in gross incone pursuant to Sections 951
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12

t hrough 964 of the Internal Revenue Code and anounts

13 i ncluded in gross income under Section 78 of the
14 | nternal Revenue Code) with respect to the stock of
t he
15 sanme person to whomthe interest was paid, accrued,
or
16 i ncurred.
17 Thi s paragraph shall not apply to the follow ng:
18 (i) an itemof interest paid, accrued, or
19 incurred, directly or indirectly, to a person
who
20 Is subject in a foreign country or state, other
21 than a state which requires mandatory unitary
22 reporting, to a tax on or neasured by net incone
23 Wi th respect to such interest; or
24 (ii) an itemof interest paid, accrued, or
25 incurred, directly or indirectly, to a person if
26 t he taxpayer can establish, based on a
09600SB2252han003 - 70 - LRB096 10038 RCE 27718 a
1 preponderance of the evidence, both of the
2 fol | owi ng:
3 (a) the person, during the sane taxable
4 year, paid, accrued, or incurred, the
| nt er est
S to a person that is not a rel ated nenber,
and
6 (b) the transaction giving rise to the
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21
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25
26

t he
t he

pai d

or

or
writing

nmet hod

t he

| nt erest expense between the taxpayer and
person did not have as a principal purpose
avoi dance of Illinois incone tax, and is

pursuant to a contract or agreenent that
reflects an arm s-length interest rate and
ternms; or

(ii1) the taxpayer can establish, based on
cl ear and convi nci ng evidence, that the interest

pai d, accrued, or incurred relates to a contract

agreenent entered into at arms-length rates and
terns and the principal purpose for the paynent

not federal or Illinois tax avoi dance; or

(iv) an itemof interest paid, accrued, or
i ncurred, directly or indirectly, to a person if

t he taxpayer establishes by clear and convincing
evi dence that the adjustnents are unreasonabl e;

i f the taxpayer and the Director agree in
to the application or use of an alternative

of apportionnent under Section 304(f).
Not hing in this subsection shall preclude
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10

11

12
13
14
15
16

17

18

19

Director from nmaki ng any ot her adjustnent
ot herwi se all owed under Section 404 of this Act

for
any tax year beginning after the effective date
of
t hi s anendnent provided such adjustnent is nade
pursuant to regul ati on adopted by the Depart nent
and such regul ations provide nethods and
st andar ds
by which the Departnment wll utilize its
authority
under Section 404 of this Act;
(E-13) An anount equal to the anmpunt of
| nt angi bl e
expenses and costs otherw se allowed as a deduction
I n
conputing base incone, and that were paid, accrued,
or
i ncurred, directly or indirectly, (i) for taxable
years endi ng on or after Decenber 31, 2004, to a
foreign person who would be a nenber of the sane
unitary business group but for the fact that the
foreign person's business activity outside the
Uni t ed
States is 80% or nore of that person's total

busi ness

activity and (ii) for taxable years ending on or
after

Decenber 31, 2008, to a person who woul d be a nenber
of
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20

t he sane unitary business group but for the fact

t hat
21 t he person is prohibited under Section 1501(a)(27)
22 from being included in the unitary business group
23 because he or she is ordinarily required to
apportion
24 busi ness i ncone under different subsections of
Secti on
25 304. The addition nodification required by this
26 subpar agr aph shal|l be reduced to the extent that
09600SB2252hanD03 - 72 - LRB0O96 10038 RCE 27718 a
1 di vi dends were included in base incone of the
unitary
2 group for the sane taxable year and received by the
3 t axpayer or by a nenber of the taxpayer's unitary
4 busi ness group (including anmounts included in gross
S I ncone pursuant to Sections 951 through 964 of the
6 | nternal Revenue Code and anounts included in gross
7 i nconme under Section 78 of the Internal Revenue
Code)
Wi th respect to the stock of the sane person to whom
t he i ntangi bl e expenses and costs were directly or
10 indirectly paid, incurred, or accrued. The precedi ng
11 sentence shall not apply to the extent that the sane
12 di vi dends caused a reduction to the addition
13 nodi fi cati on required under Section 203(b)(2)(E-12)
of
14 this Act. As used in this subparagraph, the term
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15

16
17

18

19

20

"i ntangi bl e expenses and costs" includes (1)
expenses,
| osses, and costs for, or related to, the direct or

I ndi rect acquisition, use, naintenance or
managenent ,

owner shi p, sale, exchange, or any other disposition
of

I ntangi bl e property; (2) losses incurred, directly
or

indirectly, fromfactoring transactions or

di scounti ng

21 transactions; (3) royalty, patent, technical, and
22 copyright fees; (4) licensing fees; and (5) other
23 simlar expenses and costs. For purposes of this
24 subpar agraph, "intangi bl e property" includes
patents,
25 pat ent applications, trade names, tradenarKks,
service
26 mar ks, copyrights, mask works, trade secrets, and
09600SB2252han003 - 73 - LRB0O96 10038 RCE 27718 a
1 simlar types of intangible assets.
2 Thi s paragraph shall not apply to the foll ow ng:
3 (i) any itemof intangible expenses or costs
4 pai d, accrued, or incurred, directly or
S indirectly, froma transaction with a person who
S
6 subject in a foreign country or state, other
t han a
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v

state which requires mandatory unitary

reporting,
8 to a tax on or neasured by net income with
r espect
9 to such item or
10 (ii) any item of intangible expense or cost
11 pai d, accrued, or incurred, directly or
12 indirectly, if the taxpayer can establish, based
13 on a preponderance of the evidence, both of the
14 f ol | owi ng:
15 (a) the person during the sanme taxable
16 year paid, accrued, or incurred, the
17 i nt angi bl e expense or cost to a person that
i s
18 not a related nenber, and
19 (b) the transaction giving rise to the
20 i nt angi bl e expense or cost between the
21 t axpayer and the person did not have as a
22 princi pal purpose the avoi dance of Illinois
23 i ncone tax, and is paid pursuant to a
cont r act
24 or agreenent that reflects arnis-1|ength
t er ns;
25 or
26 (iii) any item of intangible expense or cost
09600SB2252hanD03 - 74 - LRB0O96 10038 RCE 27718 a
1 pai d, accrued, or incurred, directly or
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2

o 01~ W

10

11

12
13
14

15

16

17
18

19

20

21

22
23

t he

indirectly, froma transaction with a person if

t axpayer establishes by clear and convi nci ng

evi dence, that the adjustnents are unreasonabl e;
or if the taxpayer and the Director agree in
witing to the application or use of an

alternative

met hod of apportionnment under Section 304(f);
Not hing in this subsection shall preclude

t he
Director from maki ng any ot her adj ustnent
ot herwi se all owed under Section 404 of this Act
for
any tax year beginning after the effective date
of
t hi s anendnent provided such adjustnent is nade
pursuant to regul ati on adopted by the Depart nent
and such regul ati ons provi de nethods and
st andar ds
by which the Departnment will utilize its
authority
under Section 404 of this Act;
(E-14) For taxable years ending on or after
Decenber 31, 2008, an anmpunt equal to the anmount of
| nsurance prem um expenses and costs ot herw se
al | oned
as a deduction in conputing base inconme, and that
wer e
pai d, accrued, or incurred, directly or indirectly,
to

a person who woul d be a nenber of the sane unitary
busi ness group but for the fact that the person is
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24

prohi bi ted under Section 1501(a)(27) from being

25 included in the unitary business group because he or
26 she is ordinarily required to apportion business
09600SB2252hanD03 - 75 - LRB0O96 10038 RCE 27718 a
1 I ncone under different subsections of Section 304.
The
2 addition nodification required by this subparagraph
3 shall be reduced to the extent that dividends were
4 I ncl uded in base incone of the unitary group for the
S sane taxabl e year and received by the taxpayer or by
a
menber of the taxpayer's unitary business group
(i ncl udi ng anmounts included in gross income under
Sections 951 through 964 of the Internal Revenue
Code
9 and anounts included in gross inconme under Section
78
10 of the Internal Revenue Code) with respect to the
st ock
11 of the sane person to whomthe prem uns and costs
wer e
12 directly or indirectly paid, incurred, or accrued.
The
13 precedi ng sentence does not apply to the extent that
14 t he sane dividends caused a reduction to the
addi tion
15 nodi fi cation required under Section 203(b)(2)(E-12)
or
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16 Section 203(b)(2)(E-13) of this Act;
17 (E-15) For taxable years begi nning after
Decenber
18 31, 2008, any deduction for dividends paid by a
captive
19 real estate investnent trust that is allowed to a
r eal
20 estate investment trust under Section 857(b)(2)(B)
of
21 the I nternal Revenue Code for dividends paid; and
22 (E-16) Incone fromdi scharge of indebtedness in
23 connection with a reacquisition of an applicable
debt
24 i nstrunment during the tax year, for which an
el ection
25 to defer the inconme was made under Section 108(i) (1)
of
26 the I nternal Revenue Code;
09600SB2252han003 - 76 - LRB096 10038 RCE 27718 a
1 and by deducting fromthe total so obtained the sum of
t he
2 fol | owi ng anounts:
(F) An anount equal to the anobunt of any tax
4 | nposed by this Act which was refunded to the
t axpayer
S and included in such total for the taxable year;
(G An anount equal to any anount included in
such
7 total under Section 78 of the Internal Revenue Code;
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8

9
10

11

conpany,

Secti on

(H In the case of a regul ated i nvest nent

an anount equal to the anount of exenpt interest
di vidends as defined in subsection (b) (5) of

852 of the Internal Revenue Code, paid to

shar ehol der s

12 for the taxable year;
13 (1) Wth the exception of any anounts subtracted
14 under subparagraph (J), an ampunt equal to the sum
of
15 al | anounts disallowed as deductions by (i) Sections
16 171(a) (2), and 265(a)(2) and anounts disallowed as
17 i nterest expense by Section 291(a)(3) of the
| nt er nal
18 Revenue Code, as now or hereafter anended, and all
19 anmounts of expenses allocable to interest and
20 di sal | oned as deductions by Section 265(a)(1) of the
21 I nternal Revenue Code, as now or hereafter anended;
and
22 (ii) for taxable years ending on or after August 13,
23 1999, Sections 171(a)(2), 265, 280C, 291(a)(3), and
24 832(b)(5)(B) (i) of the Internal Revenue Code; the
25 provi sions of this subparagraph are exenpt fromthe
26 provi si ons of Section 250;
09600SB2252hanD03 - 77 - LRBO96 10038 RCE 27718 a
1 (J) An anmount equal to all anounts included in
such

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (99 of 177) [7/15/2009 12:25:32 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

10

11
12

13

14

15
16
17
18
19
20

21
22

from

under

net

or

or

under

total which are exenpt fromtaxation by this State
either by reason of its statutes or Constitution or

reason of the Constitution, treaties or statutes of

United States; provided that, in the case of any
statute of this State that exenpts incone derived

bonds or other obligations fromthe tax inposed
this Act, the anount exenpted shall be the interest

of bond prem um anorti zati on;
(K) An anount equal to those dividends included

such total which were paid by a corporation which
conducts busi ness operations in an Enterprise Zone

zones created under the Illinois Enterprise Zone Act
a River Edge Redevel opnent Zone or zones created

the R ver Edge Redevel opnent Zone Act and conducts
substantially all of its operations in an Enterprise
Zone or zones or a River Edge Redevel opnent Zone or
zones. This subparagraph (K) is exenpt fromthe
provi sions of Section 250;

(L) An anount equal to those dividends included

such total that were paid by a corporation that
conducts busi ness operations in a federally

desi gnat ed
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23

Forei gn Trade Zone or Sub-Zone and that is

designated a

24 Hi gh | npact Business located in Illinois; provided
25 t hat dividends eligible for the deduction provided
I n
26 subpar agraph (K) of paragraph 2 of this subsection
09600SB2252han003 - 78 - LRB096 10038 RCE 27718 a
1 shall not be eligible for the deduction provided
under
2 t hi s subparagraph (L);
3 (M For any taxpayer that is a financial
4 organi zation within the neaning of Section 304(c) of
S this Act, an anount included in such total as
| nt er est
6 i ncone froma | oan or | oans nade by such taxpayer to
a
7 borrower, to the extent that such a loan is secured
by
property which is eligible for the Enterprise Zone
| nvestnent Credit or the R ver Edge Redevel opnent
Zone
10 | nvestnent Credit. To determ ne the portion of a
| oan
11 or loans that is secured by property eligible for a
12 Section 201(f) investnent credit to the borrower,
t he
13 entire principal anount of the |oan or | oans between
14 t he taxpayer and the borrower should be divided into
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15

the basis of the Section 201(f) investnent credit

16 property which secures the | oan or | oans, using for
17 this purpose the original basis of such property on
t he
18 date that it was placed in service in the Enterprise
19 Zone or the R ver Edge Redevel opnment Zone. The
20 subtraction nodification avail able to taxpayer in
any
21 year under this subsection shall be that portion of
t he
22 total interest paid by the borrower with respect to
23 such loan attributable to the eligible property as
24 cal cul ated under the previous sentence. This
25 subparagraph (M is exenpt fromthe provisions of
26 Secti on 250;
09600SB2252han003 - 79 - LRB0O96 10038 RCE 27718 a
1 (M 1) For any taxpayer that is a financial
2 organi zation within the neaning of Section 304(c) of
this Act, an anount included in such total as
| nt er est
4 i ncone froma |loan or | oans nade by such taxpayer to
a
S borrower, to the extent that such a |loan is secured
by
6 property which is eligible for the H gh | npact
Busi ness
7 I nvestnent Credit. To determi ne the portion of a

| oan
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8

or loans that is secured by property eligible for a

9 Section 201(h) investnent credit to the borrower,
t he

10 entire principal anmount of the |oan or | oans between

11 t he taxpayer and the borrower should be divided into

12 t he basis of the Section 201(h) investnent credit

13 property which secures the | oan or |oans, using for

14 this purpose the original basis of such property on

t he

15 date that it was placed in service in a federally

16 desi gnat ed Forei gn Trade Zone or Sub-Zone |ocated in

17 I1linois. No taxpayer that is eligible for the

18 deduction provided i n subparagraph (M of paragraph

19 (2) of this subsection shall be eligible for the

20 deducti on provided under this subparagraph (M1).

The

21 subtraction nodification available to taxpayers in

any

22 year under this subsection shall be that portion of

t he

23 total interest paid by the borrower with respect to

24 such loan attributable to the eligible property as

25 cal cul at ed under the previ ous sentence;

26 (N Two tinmes any contribution made during the
09600SB2252han003 - 80 - LRB0O96 10038 RCE 27718 a
1 t axabl e year to a designated zone organi zation to

t he
2 extent that the contribution (i) qualifies as a
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10
11

12

13
14
15
16
17

18
19

20
21

22
23
24

nmust ,

under

under

Act .

of

years

charitabl e contribution under subsection (c) of
Section 170 of the Internal Revenue Code and (ii)

by its terns, be used for a project approved by the
Depart nent of Commerce and Econom c Opportunity

Section 11 of the Illinois Enterprise Zone Act or
Section 10-10 of the Ri ver Edge Redevel opnent Zone
Thi s subparagraph (N) is exenpt fromthe provisions

Section 250;
(O An anmount equal to: (i) 85%for taxable

endi ng on or before Decenber 31, 1992, or, a

per cent age

or

for

deenmed

equal to the percentage all owabl e under Section
243(a) (1) of the Internal Revenue Code of 1986 for

t axabl e years ending after Decenber 31, 1992, of the
anmount by which dividends included in taxable incone
and received froma corporation that is not created

organi zed under the laws of the United States or any
state or political subdivision thereof, including,

t axabl e years ending on or after Decenber 31, 1988,
di vi dends received or deened received or paid or

pai d under Sections 951 through 964 of the Internal
Revenue Code, exceed the anpunt of the nodification
provi ded under subparagraph (G of paragraph (2) of
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25

this subsection (b) which is related to such
di vi dends,

26 and including, for taxable years ending on or after
09600SB2252han003 - 81 - LRB096 10038 RCE 27718 a
Decenber 31, 2008, dividends received froma captive
real estate investnent trust; plus (ii) 100% of the
anmount by which dividends, included in taxable
I ncone
4 and received, including, for taxable years endi ng on
or
S after Decenber 31, 1988, dividends received or
deened
recei ved or paid or deened paid under Sections 951
t hrough 964 of the Internal Revenue Code and
i ncl udi ng,
8 for taxable years ending on or after Decenber 31,
2008,
9 di vidends received froma captive real estate
10 i nvestnent trust, fromany such corporation
specified
11 in clause (i) that would but for the provisions of
12 Section 1504 (b) (3) of the Internal Revenue Code be
13 treated as a nenber of the affiliated group which
14 i ncl udes the dividend recipient, exceed the anount
of
15 t he nodification provided under subparagraph (G of
16 paragraph (2) of this subsection (b) which is
rel ated
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17 to such dividends. This subparagraph (O is exenpt

from
18 t he provisions of Section 250 of this Act;
19 (P) An anount equal to any contribution nmade to
a
20 job training project established pursuant to the Tax
21 | ncrement Al |l ocati on Redevel opnent Act;
22 (Q An ampbunt equal to the ampunt of the
deduction
23 used to conpute the federal income tax credit for
24 restoration of substantial anounts held under claim
of
25 right for the taxable year pursuant to Section 1341
of
26 the I nternal Revenue Code of 1986;
09600SB2252hanD03 - 82 - LRB096 10038 RCE 27718 a
1 (RN On and after July 20, 1999, in the case of
an
2 attorney-in-fact wwth respect to whom an

i nterinsurer
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
anounts paid or incurred by that interinsurer or
reci procal insurer in the taxable year to the
attorney-in-fact over the deduction allowed to that

© 00 N O O A W

i nterinsurer or reciprocal insurer with respect to
t he
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10

attorney-in-fact under Section 835(b) of the

| nt er nal

11 Revenue Code for the taxable year; the provisions of

12 t hi s subparagraph are exenpt fromthe provisions of

13 Secti on 250;

14 (S) For taxable years ending on or after
Decenber

15 31, 1997, in the case of a Subchapter S corporation,
an

16 amount equal to all amounts of incone allocable to a

17 shar ehol der subject to the Personal Property Tax

18 Repl acenent | ncone Tax inposed by subsections (c)
and

19 (d) of Section 201 of this Act, including amunts

20 al l ocabl e to organi zations exenpt from federal
| ncone

21 tax by reason of Section 501(a) of the Internal
Revenue

22 Code. This subparagraph (S) is exenpt fromthe

23 provi si ons of Section 250;

24 (T) For taxable years 2001 and thereafter, for
t he

25 t axabl e year in which the bonus depreciation
deduction

26 I s taken on the taxpayer's federal incone tax return

09600SB2252han0D03 - 83 - LRB0O96 10038 RCE 27718 a

under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable year
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3
4

0 N o O

10

11
12

13
14

15
16

17
18

19

20

21

22
23

24

25

t hereafter, an anount equal to "x", where:

depreci ation

Section

I ncl udi ng
30

adj ust ed
by

by

adj ust ed
by

(1) "y" equals the anount of the

deduction taken for the taxable year on the

t axpayer's federal incone tax return on property
for which the bonus depreciation deduction was
taken in any year under subsection (k) of

168 of the Internal Revenue Code, but not

t he bonus depreci ati on deducti on;

(2) for taxable years ending on or before
Decenber 31, 2005, "x" equals "y" multiplied by

and then divided by 70 (or "y" multiplied by
0.429); and

(3) for taxable years ending after Decenber
31, 2005:

(i) for property on which a bonus
depreci ati on deduction of 30% of the

basi s was taken, "x" equals "y" nmultiplied

30 and then divided by 70 (or "y" multiplied

0.429); and

(ii) for property on which a bonus
depreci ati on deduction of 50% of the

basis was taken, "x" equals "y" nmultiplied

1.0.
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26

The aggregate anount deducted under this

09600SB2252hanD03 - 84 - LRBO96 10038 RCE 27718 a

10
11

12
13

14
15
16

17
18

subparagraph in all taxable years for any one piece
of

property may not exceed the anount of the bonus
depreci ati on deduction taken on that property on the

t axpayer's federal incone tax return under
subsecti on

(k) of Section 168 of the Internal Revenue Code.
Thi s
subparagraph (T) is exenpt fromthe provisions of
Section 250;
(U If the taxpayer sells, transfers, abandons,
or
ot herwi se di sposes of property for which the

t axpayer
was required in any taxable year to nmake an addition
nodi fi cati on under subparagraph (E-10), then an
anount
equal to that addition nodification.

| f the taxpayer continues to own property
t hr ough

the last day of the last tax year for which the
t axpayer may claima depreciation deduction for

federal incone tax purposes and for which the
t axpayer
was required in any taxable year to nmake an addition

nodi fi cati on under subparagraph (E-10), then an
anmount
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19 equal to that addition nodification.

20 The taxpayer is allowed to take the deduction
under
21 t hi s subparagraph only once with respect to any one
22 pi ece of property.
23 Thi s subparagraph (U) is exenpt fromthe
24 provi si ons of Section 250;
25 (V) The ampunt of: (i) any interest income (net
of
26 t he deductions allocable thereto) taken into account
09600SB2252han003 - 85 - LRB096 10038 RCE 27718 a
1 for the taxable year with respect to a transaction
Wi th
2 a taxpayer that is required to nmake an addition
3 nodi fication wth respect to such transaction under
4 Section 203(a)(2)(D17), 203(b)(2)(E-12),
S 203(¢c)(2) (G 12), or 203(d)(2)(D-7), but not to

exceed
t he anount of such addition nodification, (ii) any

i ncone fromintangi ble property (net of the
deducti ons

8 al |l ocabl e thereto) taken into account for the
t axabl e
9 year wth respect to a transaction with a taxpayer
t hat
10 is required to make an addition nodification with
11 respect to such transacti on under Secti on
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12

13
14

15
16
17

18

or

pren um

an

203(a) (2) (D-18), 203(b)(2)(E-13), 203(c)(2)(G 13),

203(d) (2)(D-8), but not to exceed the anount of such
addition nodification, and (iii) any insurance

I ncone (net of deductions allocable thereto) taken
i nto account for the taxable year with respect to a
transaction with a taxpayer that is required to nake

addition nodification with respect to such

transacti on

19 under Section 203(a)(2)(D-19), Section
20 203(b) (2) (E-14), Section 203(c)(2)(G 14), or Section
21 203(d) (2)(D-9), but not to exceed the anpunt of that
22 addition nodification. This subparagraph (V) is
exenpt
23 fromthe provisions of Section 250;
24 (W An anount equal to the interest inconme taken
25 I nto account for the taxable year (net of the
26 deductions allocable thereto) with respect to
09600SB2252han003 - 86 - LRB096 10038 RCE 27718 a
1 transactions with (i) a foreign person who would be
a
2 menber of the taxpayer's unitary business group but
for
3 the fact that the foreign person's business activity
4 outside the United States is 80% or nore of that
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5

6

10

11

12
13

14
15
16

17
18

19

20
21

22

23
24
25

person's total business activity and (ii) for
t axabl e

years ending on or after Decenber 31, 2008, to a
person

who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the
uni tary busi ness group because he or she is

ordinarily

requi red to apportion business incone under
di fferent

subsections of Section 304, but not to exceed the

addition nodification required to be nade for the
same

t axabl e year under Section 203(b)(2)(E-12) for

i nterest paid, accrued, or incurred, directly or
indirectly, to the sane person. This subparagraph

(W

Is exenpt fromthe provisions of Section 250; and

(X) An anount equal to the incone from
I ntangi bl e
property taken into account for the taxable year
(net

of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who woul d be

menber of the taxpayer's unitary business group but
for

the fact that the foreign person's business activity
outside the United States is 80% or nore of that

person's total business activity and (ii) for
t axabl e
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26

years ending on or after Decenber 31, 2008, to a

per son
09600SB2252han003 - 87 - LRB0O96 10038 RCE 27718 a
1 who woul d be a nenber of the sane unitary business
2 group but for the fact that the person is prohibited
3 under Section 1501(a)(27) frombeing included in the
4 uni tary busi ness group because he or she is
ordinarily
S requi red to apportion business incone under
di fferent
subsections of Section 304, but not to exceed the
addition nodification required to be nade for the
sane
t axabl e year under Section 203(b)(2)(E-13) for
| nt angi bl e expenses and costs paid, accrued, or
10 incurred, directly or indirectly, to the sane
foreign
11 person. This subparagraph (X) is exenpt fromthe
12 provi si ons of Section 250; and -—
13 (Y) Incone fromdi scharge of indebtedness
I ncl uded
14 in taxable incone for the taxable year under Section
15 108(i)(1)(A) or (B) of the Internal Revenue Code.
This
16 subparagraph (Y) is exenpt fromthe provisions of
17 Secti on 250.
18 (3) Special rule. For purposes of paragraph (2) (A,
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19 "gross incone" in the case of a life insurance conpany,
for
20 tax years ending on and after Decenber 31, 1994, shall
mean
21 the gross investnent incone for the taxable year.
22 (c) Trusts and estates.
23 (1) In general. In the case of a trust or estate,
base
24 | ncone neans an anount equal to the taxpayer's taxable
25 I ncone for the taxable year as nodified by paragraph
(2).
09600SB2252han003 - 88 - LRB096 10038 RCE 27718 a
1 (2) Modifications. Subject to the provisions of
2 paragraph (3), the taxable incone referred to in

par agr aph
3 (1) shall be nodified by adding thereto the sum of the
foll ow ng anounts:

S (A) An anount equal to all anmpunts paid or
accrued

to the taxpayer as interest or dividends during the
t axabl e year to the extent excluded from gross

| nconme
I n the conputation of taxable inconeg;
(B) In the case of (i) an estate, $600; (ii) a
10 trust which, under its governing instrunment, is
11 required to distribute all of its income currently,
12 $300; and (iii) any other trust, $100, but in each
such
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13

case, only to the extent such anmobunt was deducted in

14 t he conputation of taxable incone;
15 (C) An anmpunt equal to the ampunt of tax inposed
by
16 this Act to the extent deducted fromgross incone in
17 the conputation of taxable income for the taxable
year;
18 (D) The anpbunt of any net operating | oss
deduction
19 taken in arriving at taxable incone, other than a
net
20 operating loss carried forward froma taxable year
21 ending prior to Decenber 31, 1986;
22 (E) For taxable years in which a net operating
| oss
23 carryback or carryforward from a taxable year ending
24 prior to Decenber 31, 1986 is an elenent of taxable
25 I ncone under paragraph (1) of subsection (e) or
26 subpar agraph (E) of paragraph (2) of subsection (e),
09600SB2252han003 - 89 - LRB096 10038 RCE 27718 a
1 t he anount by which addition nodifications other
t han
2 t hose provided by this subparagraph (E) exceeded
3 subtraction nodifications in such taxable year, with
4 the followng imtations applied in the order that
S they are |isted:
6 (i) the addition nodification relating to
t he
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8

10

11

12
13
14

15

16

17
18
19

20

21
22
23
24
25
26

net operating |oss carried back or forward to

t he
t axabl e year from any taxabl e year ending prior
to
Decenber 31, 1986 shall be reduced by the anount
of
addi tion nodification under this subparagraph
(B
which related to that net operating | oss and
whi ch
was taken into account in calculating the base
I ncone of an earlier taxable year, and
(ii) the addition nodification relating to
t he
net operating |oss carried back or forward to
t he
t axabl e year from any taxable year ending prior
to
Decenber 31, 1986 shall not exceed the anount of
such carryback or carryforward,;
For taxable years in which there is a net
operating
| oss carryback or carryforward fromnore than one
ot her
t axabl e year ending prior to Decenber 31, 1986, the
addi tion nodification provided in this subparagraph
(E) shall be the sum of the anbunts conputed
| ndependent |y under the preceding provisions of this
subparagraph (E) for each such taxabl e year;
(F) For taxable years ending on or after January
1,
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0 N O O

10

11

12

13

14

15
16

17

to

trust

t he

this

t he

31,

costs

adj ust ed

clains a

t aken

1989, an anpunt equal to the tax deducted pursuant
Section 164 of the Internal Revenue Code if the
or estate is claimng the sane tax for purposes of
I1linois foreign tax credit under Section 601 of

Act ;

(G An anmount equal to the anount of the capital
gai n deduction allowabl e under the Internal Revenue

Code, to the extent deducted from gross incone in

conput ati on of taxable incong;
(G 5) For taxable years ending after Decenber

1997, an anmpunt equal to any eligible renediation
that the trust or estate deducted in conputing
gross incone and for which the trust or estate

credit under subsection (I) of Section 201;

(G 10) For taxable years 2001 and thereafter, an
anmount equal to the bonus depreciation deduction

on the taxpayer's federal incone tax return for the
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18

t axabl e year under subsection (k) of Section 168 of

t he
19 | nternal Revenue Code; and
20 (G 11) If the taxpayer sells, transfers,
abandons,
21 or otherw se di sposes of property for which the
22 t axpayer was required in any taxable year to make an
23 addi ti on nodification under subparagraph (G 10),
t hen
24 an anount equal to the aggregate anmount of the
25 deductions taken in all taxable years under
26 subparagraph (R) with respect to that property.
09600SB2252han003 - 91 - LRB096 10038 RCE 27718 a
1 | f the taxpayer continues to own property
t hr ough
the last day of the last tax year for which the
t axpayer nmay claima depreciation deduction for
4 federal incone tax purposes and for which the
t axpayer
S was allowed in any taxable year to nake a
subtraction
6 nodi fi cati on under subparagraph (R), then an anount
7 equal to that subtraction nodification.
8 The taxpayer is required to nmake the addition
9 nodi fi cati on under this subparagraph only once with
10 respect to any one piece of property;
11 (G 12) An anount equal to the anount otherw se
12 al l owed as a deduction in conputing base incone for

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (118 of 177) [7/15/2009 12:25:33 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

13
14
15

16

17
18

19

20

21
22
23
24

25

26

i nterest paid, accrued, or incurred, directly or

indirectly, (i) for taxable years ending on or after
Decenber 31, 2004, to a foreign person who woul d be
a
menber of the sane unitary business group but for
t he
fact that the foreign person's business activity
outside the United States is 80% or nore of the
foreign
person's total business activity and (ii) for
t axabl e
years ending on or after Decenber 31, 2008, to a
per son
who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the
uni tary busi ness group because he or she is
ordinarily
required to apportion business incone under
di fferent
subsections of Section 304. The addition

nodi fi cati on

09600SB2252hanD03 - 92 - LRB0O96 10038 RCE 27718 a
1 requi red by this subparagraph shall be reduced to
t he
2 extent that dividends were included in base incone
of
3 the unitary group for the sane taxable year and

recei ved by the taxpayer or by a nenber of the
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t axpayer's unitary business group (including anounts

6 i ncl uded in gross incone pursuant to Sections 951

7 t hrough 964 of the Internal Revenue Code and anounts

8 i ncluded in gross incone under Section 78 of the

9 I nternal Revenue Code) with respect to the stock of
t he

10 sane person to whomthe interest was paid, accrued,
or

11 i ncurred.

12 Thi s paragraph shall not apply to the foll ow ng:

13 (i) an itemof interest paid, accrued, or

14 incurred, directly or indirectly, to a person
who

15 IS subject in a foreign country or state, other

16 than a state which requires mandatory unitary

17 reporting, to a tax on or measured by net incone

18 Wi th respect to such interest; or

19 (ii) an itemof interest paid, accrued, or

20 incurred, directly or indirectly, to a person if

21 t he taxpayer can establish, based on a

22 preponder ance of the evidence, both of the

23 fol | owi ng:

24 (a) the person, during the sane taxable

25 year, paid, accrued, or incurred, the
| nt er est

26 to a person that is not a rel ated nenber,
and

09600SB2252han003 - 93 - LRB0O96 10038 RCE 27718 a
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t he
t he

pai d

or

or

writing

met hod

t he

(b) the transaction giving rise to the
| nt erest expense between the taxpayer and

person did not have as a principal purpose
avoi dance of Illinois incone tax, and is

pursuant to a contract or agreenent that
reflects an arms-length interest rate and
ternms; or

(iii1) the taxpayer can establish, based on
cl ear and convi nci ng evidence, that the interest

pai d, accrued, or incurred relates to a contract

agreenent entered into at arms-length rates and
terns and the principal purpose for the paynent

not federal or Illinois tax avoil dance; or

(iv) an itemof interest paid, accrued, or
i ncurred, directly or indirectly, to a person if

t he taxpayer establishes by clear and convincing
evi dence that the adjustnents are unreasonabl e;

i f the taxpayer and the Director agree in
to the application or use of an alternative

of apportionnment under Section 304(f).
Not hing in this subsection shall preclude

Di rector from nmaki ng any ot her adjustnent
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23 ot herwi se al |l owed under Section 404 of this Act
for
24 any tax year beginning after the effective date
of
25 t hi s anendnent provided such adjustnent is nade
26 pursuant to regul ati on adopted by the Depart nent
09600SB2252hanD03 - 94 - LRB096 10038 RCE 27718 a
1 and such regul ations provide nethods and
st andar ds
2 by which the Department will utilize its
authority
3 under Section 404 of this Act;
4 (G 13) An anount equal to the anount of
I ntangi bl e
S expenses and costs otherw se allowed as a deduction
I n
6 conputing base incone, and that were paid, accrued,
or

i ncurred, directly or indirectly, (i) for taxable
years ending on or after Decenber 31, 2004, to a
foreign person who would be a nenber of the sane

10 uni tary busi ness group but for the fact that the

11 forei gn person's business activity outside the
Uni t ed

12 States is 80%or nore of that person's total
busi ness

13 activity and (ii) for taxable years ending on or
after
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14

Decenber 31, 2008, to a person who woul d be a nenber

of
15 the same unitary business group but for the fact
t hat
16 the person is prohibited under Section 1501(a)(27)
17 frombeing included in the unitary business group
18 because he or she is ordinarily required to
apportion
19 busi ness i ncone under different subsections of
Secti on
20 304. The addition nodification required by this
21 subpar agraph shall be reduced to the extent that
22 di vi dends were included in base incone of the
unitary
23 group for the same taxable year and received by the
24 t axpayer or by a nenber of the taxpayer's unitary
25 busi ness group (including anounts included in gross
26 i ncome pursuant to Sections 951 through 964 of the
09600SB2252han003 - 95 - LRB096 10038 RCE 27718 a
| nternal Revenue Code and anounts included in gross
i ncone under Section 78 of the Internal Revenue
Code)
3 Wi th respect to the stock of the sane person to whom
4 the i ntangi bl e expenses and costs were directly or
S indirectly paid, incurred, or accrued. The precedi ng
6 sentence shall not apply to the extent that the sane
7 di vi dends caused a reduction to the addition
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8

nodi fication required under Section 203(c)(2) (G 12)

of
9 this Act. As used in this subparagraph, the term
10 "i ntangi bl e expenses and costs" includes: (1)
11 expenses, |osses, and costs for or related to the
12 direct or indirect acquisition, use, maintenance or
13 managenent, ownershi p, sale, exchange, or any other
14 di sposition of intangible property; (2) |osses
15 incurred, directly or indirectly, fromfactoring
16 transacti ons or discounting transactions; (3)
royalty,
17 patent, technical, and copyright fees; (4) licensing
18 fees; and (5) other simlar expenses and costs. For
19 pur poses of this subparagraph, "intangible property"”
20 I ncl udes patents, patent applications, trade nanes,
21 trademar ks, service marks, copyrights, mask works,
22 trade secrets, and similar types of intangible
assets.
23 Thi s paragraph shall not apply to the follow ng:
24 (i) any itemof intangible expenses or costs
25 pai d, accrued, or incurred, directly or
26 indirectly, froma transaction with a person who
S
09600SB2252hanD03 - 96 - LRB0O96 10038 RCE 27718 a
1 subject in a foreign country or state, other
t han a
2 state which requires nmandatory unitary
reporting,
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r espect

contract

terns;

t he

to a tax on or nmeasured by net income with

to such item or

(ii) any item of intangi bl e expense or cost
pai d, accrued, or incurred, directly or

indirectly, if the taxpayer can establish, based
on a preponderance of the evidence, both of the
fol | ow ng:
(a) the person during the sane taxable
year paid, accrued, or incurred, the
I nt angi bl e expense or cost to a person that

not a rel ated nenber, and

(b) the transaction giving rise to the
| nt angi bl e expense or cost between the

t axpayer and the person did not have as a
princi pal purpose the avoidance of Illinois
i ncone tax, and is paid pursuant to a

or agreenent that reflects arnis-1|ength

or

(ii1) any itemof intangible expense or cost
pai d, accrued, or incurred, directly or

indirectly, froma transaction with a person if

t axpayer establishes by clear and convi nci ng
evi dence, that the adjustnents are unreasonabl e;
or if the taxpayer and the Director agree in
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10

11

12
13

14

15

16

17
18
19
20
21

witing to the application or use of an

alternative

met hod of apportionment under Section 304(f);
Not hing in this subsection shall preclude
t he
Di rector from nmaki ng any ot her adjust nent
ot herw se al |l owed under Section 404 of this Act
for
any tax year beginning after the effective date
of
t hi s anendnment provided such adjustnment is nmade
pursuant to regul ati on adopted by the Depart nent
and such regul ations provide nethods and
st andar ds
by which the Departnment will utilize its
authority
under Section 404 of this Act;
(G 14) For taxable years ending on or after
Decenber 31, 2008, an anmount equal to the anmount of
| nsurance prem um expenses and costs ot herw se
al | owned
as a deduction in conputing base incone, and that
wer e
pai d, accrued, or incurred, directly or indirectly,
to
a person who woul d be a nenber of the sane unitary
busi ness group but for the fact that the person is
prohi bi ted under Section 1501(a)(27) from being
I ncluded in the unitary busi ness group because he or
she is ordinarily required to apportion business
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22 i ncome under different subsections of Section 304.
The

23 addition nodification required by this subparagraph

24 shal | be reduced to the extent that dividends were

25 i ncl uded in base incone of the unitary group for the

26 sane taxabl e year and received by the taxpayer or by
a

09600SB2252hanD03 - 98 - LRBO96 10038 RCE 27718 a

menber of the taxpayer's unitary business group
(i ncludi ng anmounts included in gross inconme under
Sections 951 through 964 of the Internal Revenue

Code

4 and anmounts included in gross incone under Section
78

S of the Internal Revenue Code) with respect to the
st ock

6 of the sane person to whomthe prem uns and costs
wer e

7 directly or indirectly paid, incurred, or accrued.
The

precedi ng sentence does not apply to the extent that

9 t he sane di vidends caused a reduction to the
addi tion

10 nodi fication required under Section 203(c)(2) (G 12)
or

11 Section 203(c)(2)(G13) of this Act; and -

12 (G 15) Incone fromdischarge of indebtedness in

13 connection with a reacquisition of an applicable
debt
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14 i nstrunment _during the tax year, for which an

el ection
15 to defer the inconme was made under Section 108(i) (1)
of
16 the I nternal Revenue Code;
17 and by deducting fromthe total so obtained the sum of
t he
18 fol | owi ng anounts:
19 (H) An anount equal to all anpunts included in
such
20 total pursuant to the provisions of Sections 402(a),
21 402(c), 403(a), 403(b), 406(a), 407(a) and 408 of
t he
22 | nternal Revenue Code or included in such total as
23 di stri butions under the provisions of any retirenent
24 or disability plan for enployees of any governnent al
25 agency or unit, or retirenent paynents to retired
26 partners, which payments are excluded in computing
net
09600SB2252hanD03 - 99 - LRB096 10038 RCE 27718 a

earnings fromself enploynent by Section 1402 of the

N

I nt ernal Revenue Code and regqgul ati ons adopt ed
pur suant

t her et 0;

(1) The valuation |imtation anount;
(J) An anmount equal to the anpunt of any tax

| nposed by this Act which was refunded to the
t axpayer

o O b~ W
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v

and included in such total for the taxable year;

8 (K) An anount equal to all anpbunts included in
9 t axabl e i ncone as nodi fied by subparagraphs (A,
(B),
10 (O, (D, (B), (F) and (G which are exenpt from
11 taxation by this State either by reason of its
statutes
12 or Constitution or by reason of the Constitution,
13 treaties or statutes of the United States; provided
14 that, in the case of any statute of this State that
15 exenpts income derived from bonds or other
obl i gati ons
16 fromthe tax inposed under this Act, the anount
17 exenpted shall be the interest net of bond premi um
18 anortization;
19 (L) Wth the exception of any anounts subtracted
20 under subparagraph (K), an anmpbunt equal to the sum
of
21 al | anounts disall owed as deductions by (i) Sections
22 171(a) (2) and 265(a)(2) of the Internal Revenue
Code,
23 as now or hereafter anended, and all anounts of
24 expenses allocable to interest and disall owed as
25 deductions by Section 265(1) of the Internal Revenue
26 Code of 1954, as now or hereafter anmended; and (ii)
for
09600SB2252hanD03 - 100 - LRB0O96 10038 RCE 27718 a
1 t axabl e years ending on or after August 13, 1999,
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2

3
4

10

11
12
13
14
15
16

17
18
19

20
21

22

23

of

Secti on

or

or

under

Sections 171(a)(2), 265, 280C, and 832(b)(5)(B)(i)

the Internal Revenue Code; the provisions of this
subpar agraph are exenpt fromthe provisions of

250;
(M An anobunt equal to those dividends included

such total which were paid by a corporation which
conducts busi ness operations in an Enterprise Zone

zones created under the Illinois Enterprise Zone Act
a River Edge Redevel opnent Zone or zones created

the R ver Edge Redevel opnment Zone Act and conducts
substantially all of its operations in an Enterprise
Zone or Zones or a River Edge Redevel opnent Zone or
zones. This subparagraph (M is exenpt fromthe
provi sions of Section 250;

(N) An anobunt equal to any contribution made to

job training project established pursuant to the Tax
| ncrenment All ocation Redevel opnent Act;
(O An amount equal to those dividends included

such total that were paid by a corporation that
conducts busi ness operations in a federally

desi gnat ed

Forei gn Trade Zone or Sub-Zone and that is

desi gnated a

Hi gh | npact Business located in Illinois; provided
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24 t hat dividends eligible for the deduction provided
I n
25 subpar agraph (M of paragraph (2) of this subsection
26 shal |l not be eligible for the deduction provided
under
09600SB2252hanD03 - 101 - LRB0O96 10038 RCE 27718 a

t hi s subparagraph (O;

2 (P) An anmount equal to the anount of the
deduction
3 used to conpute the federal incone tax credit for
restoration of substantial anmounts held under claim
of
S right for the taxable year pursuant to Section 1341
of
the I nternal Revenue Code of 1986;
(Q For taxable year 1999 and thereafter, an
anount
8 equal to the anount of any (i) distributions, to the
extent includible in gross incone for federal incone
10 tax purposes, nade to the taxpayer because of his or
11 her status as a victimof persecution for racial or
12 religious reasons by Nazi Germany or any other Axis
13 regime or as an heir of the victimand (ii) itens of
14 i ncone, to the extent includible in gross incone for
15 federal incone tax purposes, attributable to,
deri ved
16 fromor in any way related to assets stolen from
17 hi dden from or otherwise lost to a victim of
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18

persecution for racial or religious reasons by Nazi

19 Germany or any other Axis regime inmmediately prior
to,
20 during, and inmmediately after World War I1,
i ncl udi ng,
21 but not limted to, interest on the proceeds
recei vabl e
22 as i nsurance under policies issued to a victim of
23 persecution for racial or religious reasons by Nazi
24 Germany or any other Axis reginme by European
| nsur ance
25 conpanies inmrediately prior to and during World War
1
26 provi ded, however, this subtraction from federal
09600SB2252han003 - 102 - LRB0O96 10038 RCE 27718 a
1 adj usted gross incone does not apply to assets
acquired
2 Wi th such assets or with the proceeds fromthe sale
of
3 such assets; provided, further, this paragraph shall
only apply to a taxpayer who was the first recipient
of
S such assets after their recovery and who is a victim
of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regine or as an heir of
t he
8 victim The anmount of and the eligibility for any
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9

10

11

12

13
14

15

16
17
18
19
20

public assistance, benefit, or simlar entitlenent

I S

not affected by the inclusion of itens (i) and (ii)
of

this paragraph in gross incone for federal incone
t ax

pur poses. This paragraph is exenpt fromthe
provi si ons

of Section 250;
(R) For taxable years 2001 and thereafter, for
t he
t axabl e year in which the bonus depreciation

deducti on
I s taken on the taxpayer's federal incone tax return
under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable year

t hereafter, an anount equal to "x", where:

(1) "y" equals the anount of the
depreci ation

21 deduction taken for the taxable year on the
22 t axpayer's federal income tax return on property
23 for which the bonus depreciation deduction was
24 taken in any year under subsection (k) of
Section
25 168 of the Internal Revenue Code, but not
I ncl udi ng
26 t he bonus depreciation deducti on;
09600SB2252han0D03 - 103 - LRBO96 10038 RCE 27718 a
1 (2) for taxable years ending on or before
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Decenber 31, 2005, "x" equals "y" nmultiplied by

30
and then divided by 70 (or "y" multiplied by
0.429); and
(3) for taxable years ending after Decenber
31, 2005:
(i) for property on which a bonus
depreci ati on deducti on of 30% of the
adj ust ed
basis was taken, "x" equals "y" nmultiplied
by
30 and then divided by 70 (or "y" multiplied
by
0.429); and
(ii) for property on which a bonus
depreci ati on deduction of 50% of the
adj ust ed
basis was taken, "x" equals "y" nultiplied
by
1.0.
The aggregate anount deducted under this
subparagraph in all taxable years for any one piece
of

property may not exceed the anount of the bonus
depreci ati on deduction taken on that property on the

t axpayer's federal incone tax return under
subsecti on

(k) of Section 168 of the Internal Revenue Code.
Thi s

subparagraph (R) is exenpt fromthe provisions of

Section 250;
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24 (S) If the taxpayer sells, transfers, abandons,
or
25 ot herwi se di sposes of property for which the
t axpayer
26 was required in any taxable year to nake an addition
09600SB2252hanD03 - 104 - LRB096 10038 RCE 27718 a
1 nodi fi cati on under subparagraph (G 10), then an
anmount
2 equal to that addition nodification.
If the taxpayer continues to own property
t hr ough
4 the |l ast day of the last tax year for which the
t axpayer may claima depreciation deduction for
6 federal incone tax purposes and for which the
t axpayer

was required in any taxable year to nake an addition
nodi fi cati on under subparagraph (G 10), then an

anmount

9 equal to that addition nodification.

10 The taxpayer is allowed to take the deduction
under

11 t hi s subparagraph only once with respect to any one

12 pi ece of property.

13 Thi s subparagraph (S) is exenpt fromthe

14 provi si ons of Section 250;

15 (T) The anobunt of (i) any interest inconme (net
of

16 t he deductions allocable thereto) taken into account
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17

18
19
20
21

22

23

Wi th

exceed

any

for the taxable year with respect to a transaction

a taxpayer that is required to make an addition
nodi fication wth respect to such transacti on under
Section 203(a)(2)(D17), 203(b)(2)(E-12),
203(¢c)(2) (G 12), or 203(d)(2)(D-7), but not to

t he anount of such addition nodification and (ii)

i ncone fromintangi ble property (net of the

deducti ons

24 al |l ocabl e thereto) taken into account for the
t axabl e
25 year wth respect to a transaction with a taxpayer
t hat
26 is required to make an addition nodification with
09600SB2252hanD03 - 105 - LRB0O96 10038 RCE 27718 a
respect to such transaction under Section
2 203(a)(2)(D-18), 203(b)(2)(E-13), 203(c)(2)(G13),
or
203(d)(2)(D-8), but not to exceed the ampunt of such
addi tion nodification. This subparagraph (T) is
exenpt
S fromthe provisions of Section 250;
6 (U An anmount equal to the interest incone taken
7 i nto account for the taxable year (net of the
8 deductions allocable thereto) with respect to
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9

transactions with (i) a foreign person who woul d be

a

10 menber of the taxpayer's unitary business group but
for

11 the fact the foreign person's business activity

12 outside the United States is 80% or nore of that

13 person's total business activity and (ii) for
t axabl e

14 years ending on or after Decenber 31, 2008, to a
per son

15 who woul d be a nenber of the same unitary business

16 group but for the fact that the person is prohibited

17 under Section 1501(a)(27) from being included in the

18 uni tary busi ness group because he or she is
ordinarily

19 required to apportion business income under
di fferent

20 subsections of Section 304, but not to exceed the

21 addi tion nodification required to be nade for the
same

22 t axabl e year under Section 203(c)(2)(G 12) for

23 i nterest paid, accrued, or incurred, directly or

24 indirectly, to the sane person. This subparagraph
(V)

25 I s exenpt fromthe provisions of Section 250; and

26 (V) An amount equal to the income from
| nt angi bl e

09600SB2252han0D03 - 106 - LRB0O96 10038 RCE 27718 a

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (137 of 177) [7/15/2009 12:25:33 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

1

2

10
11
12

13

14
15

16
17
18

19
20
21

22

property taken into account for the taxable year

(net
of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who woul d be
a
menber of the taxpayer's unitary business group but
for
the fact that the foreign person's business activity
outside the United States is 80% or nore of that
person's total business activity and (ii) for
t axabl e
years ending on or after Decenber 31, 2008, to a
per son

who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the

uni tary busi ness group because he or she is
ordinarily

required to apportion business incone under
di fferent

subsecti ons of Section 304, but not to exceed the

addition nodification required to be nade for the
sane

t axabl e year under Section 203(c)(2) (G 13) for

| nt angi bl e expenses and costs paid, accrued, or

i ncurred, directly or indirectly, to the sane
foreign

person. This subparagraph (V) is exenpt fromthe

provi sions of Section 250; and -

(W Incone fromdischarge of indebtedness

I ncl uded

in taxable incone for the taxable year under Section
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23 108(i)(1)(A) or (B) of the Internal Revenue Code.
Thi s

24 subparagraph (W is exenpt fromthe provisions of

25 Secti on 250.

26 (3) Limtation. The anmount of any nodification
09600SB2252hanD03 - 107 - LRB096 10038 RCE 27718 a
1 ot herwi se required under this subsection shall, under
2 regul ations prescribed by the Departnent, be adjusted by
3 any anmounts included therein which were properly paid,

4 credited, or required to be distributed, or pernmanently
set

S aside for charitable purposes pursuant to |nternal
Revenue

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

7 (d) Partnerships.

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

9 | ncone neans an anount equal to the taxpayer's taxable

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

11 (2) Modifications. The taxable inconme referred to in

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

sum

13 of the follow ng anounts:

14 (A) An anount equal to all anmounts paid or

accrued

15 to the taxpayer as interest or dividends during the
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16 t axabl e year to the extent excluded from gross

| nconme
17 in the conputation of taxable incone;
18 (B) An anmpunt equal to the ampunt of tax inposed
by
19 this Act to the extent deducted from gross incone
for
20 t he taxabl e year;
21 (© The anmpbunt of deductions allowed to the
22 partnershi p pursuant to Section 707 (c) of the
| nt er nal
23 Revenue Code in calculating its taxable incone;
24 (D) An anount equal to the anount of the capital
25 gai n deduction all owabl e under the Internal Revenue
09600SB2252hanD03 - 108 - LRB096 10038 RCE 27718 a
1 Code, to the extent deducted from gross incone in
t he
2 conput ati on of taxable incone;
(D-5) For taxable years 2001 and thereafter, an
4 anount equal to the bonus depreciation deduction
t aken
S on the taxpayer's federal incone tax return for the
t axabl e year under subsection (k) of Section 168 of
t he
| nt ernal Revenue Code;
(D-6) If the taxpayer sells, transfers,
abandons,
9 or otherw se di sposes of property for which the
10 t axpayer was required in any taxable year to nake an
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11
12
13
14
15

16
17
18

19

t hr ough

t axpayer

addi tion nodification under subparagraph (D-5), then
an anount equal to the aggregate anount of the
deductions taken in all taxable years under
subparagraph (O with respect to that property.

If the taxpayer continues to own property

the last day of the |last tax year for which the
t axpayer nmay claima depreciation deduction for
federal incone tax purposes and for which the

was allowed in any taxable year to nake a

subtraction

20 nodi fi cati on under subparagraph (O, then an anpunt
21 equal to that subtraction nodification.
22 The taxpayer is required to make the addition
23 nmodi fi cation under this subparagraph only once wth
24 respect to any one piece of property;
25 (D-7) An anpunt equal to the anount otherw se
26 al l oned as a deduction in conputing base incone for
09600SB2252han003 - 109 - LRB096 10038 RCE 27718 a
i nterest paid, accrued, or incurred, directly or
indirectly, (i) for taxable years ending on or after
Decenber 31, 2004, to a foreign person who woul d be
a
4 menber of the sane unitary business group but for
t he
fact the foreign person's business activity outside
6 the United States is 80% or nore of the foreign
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v

8

10
11
12

13

14

15

16

17
18
19
20
21
22
23

24

25
26

person's total business activity and (ii) for
t axabl e

years ending on or after Decenber 31, 2008, to a
person

who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the
uni tary busi ness group because he or she is

ordinarily

requi red to apportion business incone under
di fferent

subsections of Section 304. The addition
nodi fi cati on

requi red by this subparagraph shall be reduced to
t he

extent that dividends were included in base incone
of

the unitary group for the sane taxable year and

recei ved by the taxpayer or by a nenber of the

t axpayer's unitary business group (including anounts
I ncluded in gross incone pursuant to Sections 951

t hrough 964 of the Internal Revenue Code and anounts
i ncluded in gross incone under Section 78 of the

| nternal Revenue Code) with respect to the stock of
t he

sane person to whomthe interest was paid, accrued,
or
| ncurred.

Thi s paragraph shall not apply to the foll ow ng:
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© 00 N O O o W

10
11

12
13

14

15
16

17

18

19
20
21

22
23

I nt er est

and

t he

t he

pai d

(i) an itemof interest paid, accrued, or
i ncurred, directly or indirectly, to a person

IS subject in a foreign country or state, other
than a state which requires mandatory unitary
reporting, to a tax on or neasured by net incone
Wi th respect to such interest; or

(ii) an itemof interest paid, accrued, or
i ncurred, directly or indirectly, to a person if

t he taxpayer can establish, based on a
pr eponderance of the evidence, both of the
fol | ow ng:
(a) the person, during the sane taxable
year, paid, accrued, or incurred, the

to a person that is not a rel ated nenber,

(b) the transaction giving rise to the
| nt er est expense between the taxpayer and

person did not have as a principal purpose
avoi dance of Illinois incone tax, and is

pursuant to a contract or agreenent that
reflects an arnis-length interest rate and
terns; or

(iii1) the taxpayer can establish, based on
cl ear and convi nci ng evi dence, that the interest
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24 pai d, accrued, or incurred relates to a contract

or
25 agreenent entered into at arms-length rates and
26 terns and the principal purpose for the paynent
S
09600SB2252han003 - 111 - LRB0O96 10038 RCE 27718 a
1 not federal or Illinois tax avoi dance; or
2 (iv) an itemof interest paid, accrued, or
3 i ncurred, directly or indirectly, to a person if
4 t he taxpayer establishes by clear and convincing
S evi dence that the adjustnents are unreasonabl e;
or
6 i f the taxpayer and the Director agree in
writing
7 to the application or use of an alternative
nmet hod
of apportionnent under Section 304(f).
Not hing in this subsection shall preclude
t he
10 Director from nmaking any other adjustnent
11 ot herwi se al | owed under Section 404 of this Act
for
12 any tax year beginning after the effective date
of
13 t hi s anendnent provided such adjustnent is nade
14 pursuant to regul ati on adopted by the Depart nent
15 and such regul ati ons provide nethods and
st andar ds
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16

by which the Departnment will utilize its

authority
17 under Section 404 of this Act; and
18 (D-8) An anpunt equal to the anount of
| nt angi bl e
19 expenses and costs otherw se allowed as a deduction
I n
20 conputi ng base inconme, and that were paid, accrued,
or
21 incurred, directly or indirectly, (i) for taxable
22 years ending on or after Decenber 31, 2004, to a
23 forei gn person who woul d be a nenber of the sane
24 uni tary business group but for the fact that the
25 foreign person's business activity outside the
Uni t ed
26 States is 80%or nore of that person's total
busi ness
09600SB2252hanD03 - 112 - LRB0O96 10038 RCE 27718 a
1 activity and (ii) for taxable years ending on or
after
2 Decenber 31, 2008, to a person who woul d be a nenber
of
3 the sane unitary busi ness group but for the fact
t hat
4 t he person is prohibited under Section 1501(a)(27)
frombeing included in the unitary business group
6 because he or she is ordinarily required to
apportion
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v

busi ness i ncone under different subsections of

Section
304. The addition nodification required by this
subpar agr aph shall be reduced to the extent that
10 di vi dends were included in base income of the
unitary
11 group for the sane taxable year and received by the
12 t axpayer or by a nenber of the taxpayer's unitary
13 busi ness group (including anounts included in gross
14 i ncome pursuant to Sections 951 through 964 of the
15 | nternal Revenue Code and anounts included in gross
16 i ncone under Section 78 of the Internal Revenue
Code)
17 With respect to the stock of the same person to whom
18 the i ntangi bl e expenses and costs were directly or
19 indirectly paid, incurred or accrued. The preceding
20 sentence shall not apply to the extent that the sane
21 di vi dends caused a reduction to the addition
22 nmodi fi cation required under Section 203(d)(2)(D-7)
of
23 this Act. As used in this subparagraph, the term
24 "1 ntangi bl e expenses and costs" includes (1)
expenses,
25 | osses, and costs for, or related to, the direct or
26 i ndi rect acquisition, use, maintenance or
managenent ,
09600SB2252han003 - 113 - LRB0O96 10038 RCE 27718 a
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1

~N o o1 b~

10

11
12
13

14

15

16

17

18

19
20

21
22
23

owner shi p, sale, exchange, or any other disposition
of

I ntangi bl e property; (2) losses incurred, directly
or

indirectly, fromfactoring transactions or
di scounti ng

transactions; (3) royalty, patent, technical, and
copyright fees; (4) licensing fees; and (5) other
simlar expenses and costs. For purposes of this
subpar agraph, "intangi ble property" includes
pat ent s,
patent applications, trade nanes, tradenarks,
service
mar ks, copyrights, mask works, trade secrets, and
simlar types of intangible assets;
Thi s paragraph shall not apply to the foll ow ng:
(i) any itemof intangible expenses or costs
pai d, accrued, or incurred, directly or
indirectly, froma transaction with a person who
I S
subject in a foreign country or state, other
t han a
state which requires mandatory unitary
reporting,
to a tax on or neasured by net inconme with
respect
to such item or
(ii) any item of intangi bl e expense or cost
pai d, accrued, or incurred, directly or
indirectly, if the taxpayer can establish, based
on a preponderance of the evidence, both of the
fol | ow ng:
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24 (a) the person during the sanme taxable

25 year paid, accrued, or incurred, the
26 i nt angi bl e expense or cost to a person that
S
09600SB2252hanD03 - 114 - LRB096 10038 RCE 27718 a
1 not a rel ated nmenber, and
2 (b) the transaction giving rise to the
3 I nt angi bl e expense or cost between the
4 t axpayer and the person did not have as a
S princi pal purpose the avoidance of Illinois
6 i ncone tax, and is paid pursuant to a
contract
7 or agreenent that reflects arnis-1|ength
t erns;
8 or
(ii1) any itemof intangible expense or cost
10 pai d, accrued, or incurred, directly or
11 indirectly, froma transaction with a person if
t he
12 t axpayer establishes by clear and convincing
13 evi dence, that the adjustnents are unreasonabl e;
14 or if the taxpayer and the Director agree in
15 witing to the application or use of an
alternative
16 met hod of apportionnment under Section 304(f);
17 Not hing in this subsection shall preclude
t he
18 Di rector from maki ng any other adjustnent
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19 ot herwi se al |l owed under Section 404 of this Act
for
20 any tax year beginning after the effective date
of
21 t hi s anendnent provided such adjustnent is nade
22 pursuant to regul ati on adopted by the Depart nent
23 and such regul ati ons provi de nethods and
st andar ds
24 by which the Department will utilize its
authority
25 under Section 404 of this Act;
26 (D-9) For taxable years ending on or after
Decenber
09600SB2252han003 - 115 - LRB0O96 10038 RCE 27718 a
31, 2008, an anount equal to the anobunt of insurance
prem um expenses and costs otherw se allowed as a
deduction in conputing base incone, and that were
pai d,
4 accrued, or incurred, directly or indirectly, to a
S person who woul d be a nenber of the sane unitary
6 busi ness group but for the fact that the person is
7 prohi bited under Section 1501(a)(27) from being
8 I ncluded in the unitary business group because he or
9 she is ordinarily required to apportion business
10 i ncome under different subsections of Section 304.
The
11 addi tion nodification required by this subparagraph
12 shal | be reduced to the extent that dividends were
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13 I ncl uded in base incone of the unitary group for the

14 sanme taxabl e year and received by the taxpayer or by
a

15 menber of the taxpayer's unitary business group

16 (i ncludi ng anmounts included in gross inconme under

17 Sections 951 through 964 of the Internal Revenue

Code
18 and anmounts included in gross incone under Section
78

19 of the Internal Revenue Code) with respect to the

st ock

20 of the sanme person to whomthe prem uns and costs

wer e
21 directly or indirectly paid, incurred, or accrued.
The
22 precedi ng sentence does not apply to the extent that
23 t he sane dividends caused a reduction to the
addi tion

24 nmodi fi cati on required under Section 203(d)(2) (D7)

or
25 Section 203(d)(2)(D-8) of this Act; and —
26 (D-10) Inconme from discharge of indebtedness in
09600SB2252hanD03 - 116 - LRB096 10038 RCE 27718 a
1 connection wth a reacquisition of an applicable
debt

2 i nstrunent during the tax year, for which an
el ecti on

3 to defer the inconme was made under Section 108(i) (1)
of
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4 t he I nternal Revenue Code:

S and by deducting fromthe total so obtained the
fol |l ow ng
6 amount s:
7 (E) The valuation linmtation anount;
8 (F) An anmpunt equal to the ampbunt of any tax
9 | nposed by this Act which was refunded to the
t axpayer
10 and included in such total for the taxable year;
11 (G An anount equal to all anopunts included in
12 t axabl e i ncone as nodi fied by subparagraphs (A,
(B),
13 (C and (D) which are exenpt fromtaxation by this
14 State either by reason of its statutes or
Constitution
15 or by reason of the Constitution, treaties or
statutes
16 of the United States; provided that, in the case of
any
17 statute of this State that exenpts incone derived
from
18 bonds or other obligations fromthe tax inposed
under
19 this Act, the anount exenpted shall be the interest
net
20 of bond premi um anortization;
21 (H Any income of the partnership which
22 constitutes personal service incone as defined in
23 Section 1348 (b) (1) of the Internal Revenue Code
(as
24 in effect Decenber 31, 1981) or a reasonable
al | onance
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25

for conpensation paid or accrued for services

render ed
26 by partners to the partnership, whichever is
greater;
09600SB2252han003 - 117 - LRB0O96 10038 RCE 27718 a
1 (1) An anmount equal to all anobunts of incone
2 distributable to an entity subject to the Personal
3 Property Tax Replacenent |ncone Tax inposed by
4 subsections (c) and (d) of Section 201 of this Act
S i ncl udi ng anobunts distributable to organizations
6 exenpt fromfederal inconme tax by reason of Section
7 501(a) of the Internal Revenue Code;
8 (J) Wth the exception of any anounts subtracted
9 under subparagraph (G, an anount equal to the sum
of
10 all amounts di sall owed as deductions by (i) Sections
11 171(a) (2), and 265(2) of the Internal Revenue Code
of
12 1954, as now or hereafter anended, and all anounts
of
13 expenses allocable to interest and disall owed as
14 deductions by Section 265(1) of the Internal Revenue
15 Code, as now or hereafter amended; and (ii) for
t axabl e
16 years ending on or after August 13, 1999, Sections
17 171(a)(2), 265, 280C, and 832(b)(5)(B)(i) of the
18 | nternal Revenue Code; the provisions of this
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19

subpar agraph are exenpt fromthe provisions of

Section
20 250;
21 (K) An anount equal to those dividends included
in
22 such total which were paid by a corporation which
23 conducts business operations in an Enterprise Zone
or
24 zones created under the Illinois Enterprise Zone
Act ,
25 enacted by the 82nd General Assenbly, or a River
Edge
26 Redevel opnent Zone or zones created under the River
09600SB2252hanD03 - 118 - LRB096 10038 RCE 27718 a
1 Edge Redevel opnent Zone Act and conducts
substantially
2 all of its operations in an Enterprise Zone or Zones
or
3 froma R ver Edge Redevel opnent Zone or zones. This
4 subparagraph (K) is exenpt fromthe provisions of
S Secti on 250;
6 (L) An anount equal to any contribution nmade to
a
7 job training project established pursuant to the
Real
Property Tax Increnment Allocation Redevel opnent Act;
(M An anount equal to those dividends included
in
10 such total that were paid by a corporation that
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11

12

13
14

15
16

17
18

19
20

21

22
23

24

conducts busi ness operations in a federally
desi gnat ed

Forei gn Trade Zone or Sub-Zone and that is
designated a

Hi gh | npact Business located in Illinois; provided
t hat dividends eligible for the deduction provided
i n
subpar agraph (K) of paragraph (2) of this subsection
shall not be eligible for the deduction provided
under
t hi s subparagraph (M;
(N) An anount equal to the anmpunt of the
deduction
used to conpute the federal incone tax credit for
restoration of substantial anounts held under claim
of
right for the taxable year pursuant to Section 1341
of
the I nternal Revenue Code of 1986;
(O For taxable years 2001 and thereafter, for
t he
t axabl e year in which the bonus depreciation

deducti on

25 I s taken on the taxpayer's federal incone tax return
26 under subsection (k) of Section 168 of the Internal
09600SB2252hanD03 - 119 - LRB096 10038 RCE 27718 a
Revenue Code and for each applicable taxable year
2 t hereafter, an anount equal to "x", where:
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3 (1) "y" equals the ampunt of the
depreci ation

4 deduction taken for the taxable year on the

S taxpayer's federal incone tax return on property

6 for which the bonus depreciation deduction was

7 taken in any year under subsection (k) of
Section

8 168 of the Internal Revenue Code, but not
I ncl udi ng

9 t he bonus depreciation deducti on;

10 (2) for taxable years ending on or before

11 Decenber 31, 2005, "x" equals "y" nultiplied by
30

12 and then divided by 70 (or "y" nmultiplied by

13 0.429); and

14 (3) for taxable years ending after Decenber

15 31, 2005:

16 (i) for property on which a bonus

17 depreci ati on deducti on of 30% of the
adj ust ed

18 basi s was taken, "x" equals "y" nmultiplied
by

19 30 and then divided by 70 (or "y" nultiplied
by

20 0.429); and

21 (ii) for property on which a bonus

22 depreci ati on deduction of 50% of the
adj ust ed

23 basis was taken, "x" equals "y" multiplied
by

24 1.0.

25 The aggregate anount deducted under this
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26

subparagraph in all taxable years for any one piece
of

09600SB2252hanD03 - 120 - LRBO96 10038 RCE 27718 a

=

10

11
12

13
14
15

16
17

18

property may not exceed the anount of the bonus
depreci ati on deduction taken on that property on the

t axpayer's federal incone tax return under
subsecti on

(k) of Section 168 of the Internal Revenue Code.
Thi s
subparagraph (O is exenpt fromthe provisions of
Section 250;
(P) If the taxpayer sells, transfers, abandons,
or
ot herwi se di sposes of property for which the

t axpayer
was required in any taxable year to nake an addition
nodi fi cati on under subparagraph (D-5), then an
anount
equal to that addition nodification.

I f the taxpayer continues to own property
t hr ough

the last day of the last tax year for which the
t axpayer nmay claima depreciation deduction for

federal incone tax purposes and for which the
t axpayer

was required in any taxable year to nake an addition

nodi fi cati on under subparagraph (D-5), then an
anount

equal to that addition nodification.
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19 The taxpayer is allowed to take the deduction

under
20 t hi s subparagraph only once with respect to any one
21 pi ece of property.
22 Thi s subparagraph (P) is exenpt fromthe
23 provi si ons of Section 250;
24 (Q The anount of (i) any interest incone (net
of
25 t he deductions allocable thereto) taken into account
26 for the taxable year with respect to a transaction
with
09600SB2252han003 - 121 - LRB096 10038 RCE 27718 a
1 a taxpayer that is required to make an addition
2 nodi fication with respect to such transaction under
3 Section 203(a)(2)(D17), 203(b)(2)(E-12),
4 203(c)(2) (G 12), or 203(d)(2)(D-7), but not to
exceed
S t he anount of such addition nodification and (ii)
any
6 i ncone fromintangi ble property (net of the
deducti ons
7 al l ocabl e thereto) taken into account for the
t axabl e
8 year wwth respect to a transaction with a taxpayer
t hat
9 is required to make an addition nodification with
10 respect to such transaction under Section
11 203(a)(2)(D-18), 203(b)(2)(E-13), 203(c)(2)(G13),
or
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12

203(d) (2)(D-8), but not to exceed the anount of such

13 addition nodification. This subparagraph (Q is
exenpt
14 from Section 250;
15 (R) An anmpbunt equal to the interest income taken
16 I nto account for the taxable year (net of the
17 deductions all ocable thereto) with respect to
18 transactions with (i) a foreign person who woul d be
a
19 menber of the taxpayer's unitary business group but
for
20 the fact that the foreign person's business activity
21 outside the United States is 80% or nore of that
22 person's total business activity and (ii) for
t axabl e
23 years ending on or after Decenber 31, 2008, to a
per son
24 who woul d be a nenber of the sane unitary business
25 group but for the fact that the person is prohibited
26 under Section 1501(a)(27) from being included in the
09600SB2252hanD03 - 122 - LRB096 10038 RCE 27718 a
1 uni tary busi ness group because he or she is
ordinarily
2 requi red to apportion business incone under
di fferent
3 subsections of Section 304, but not to exceed the
4 addition nodification required to be nade for the
sarme
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10

11
12

13

14
15
16

17

18
19
20
21

22

23
24

25

t axabl e year under Section 203(d)(2) (D7) for

| nt er est
pai d, accrued, or incurred, directly or indirectly,
to
t he sane person. This subparagraph (R) is exenpt
from
Section 250; and
(S) An anount equal to the inconme from
I ntangi bl e
property taken into account for the taxable year
(net
of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who woul d be
a
menber of the taxpayer's unitary business group but
for
the fact that the foreign person's business activity
outside the United States is 80% or nore of that
person's total business activity and (ii) for
t axabl e
years ending on or after Decenber 31, 2008, to a
per son
who woul d be a nenber of the sane unitary business
group but for the fact that the person is prohibited
under Section 1501(a)(27) frombeing included in the
uni tary busi ness group because he or she is
ordinarily
requi red to apportion business incone under
di fferent
subsecti ons of Section 304, but not to exceed the
addition nodification required to be nade for the
sane
t axabl e year under Section 203(d)(2)(D-8) for
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26

| nt angi bl e expenses and costs paid, accrued, or

09600SB2252hanD03 - 123 - LRBO96 10038 RCE 27718 a

10
11
12

13

14

15

16
17

i ncurred, directly or indirectly, to the sane
per son.
Thi s subparagraph (S) is exenpt from Section 250;
and -
(T) Incone from di scharge of indebtedness

| ncl uded
in taxable incone for the taxable year under Section

108(i)(1)(A) or (B) of the Internal Revenue Code.

This
subparagraph (T) is exenpt fromthe provisions of
Section 250.

(e) &Goss incone; adjusted gross incone; taxable incone.
(1) In general. Subject to the provisions of
par agr aph
(2) and subsection (b) (3), for purposes of this Section
and Section 803(e), a taxpayer's gross incone, adjusted
gross inconme, or taxable incone for the taxable year
shal |
mean the anount of gross incone, adjusted gross incone
or
t axabl e i ncone properly reportable for federal incone
t ax
pur poses for the taxable year under the provisions of
t he
I nternal Revenue Code. Taxabl e incone nay be | ess than

zero. However, for taxable years ending on or after
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18

Decenber 31, 1986, net operating |oss carryforwards from

19 t axabl e years ending prior to Decenber 31, 1986, may not
20 exceed the sum of federal taxable income for the taxable
21 year before net operating |oss deduction, plus the
excess
22 of addition nodifications over subtraction nodifications
23 for the taxable year. For taxable years ending prior to
24 Decenber 31, 1986, taxable incone may never be an anount
in
25 excess of the net operating loss for the taxable year as
09600SB2252hanD03 - 124 - LRB0O96 10038 RCE 27718 a
defined in subsections (c) and (d) of Section 172 of the
2 I nt ernal Revenue Code, provided that when taxable incone
of
3 a corporation (other than a Subchapter S corporation),
4 trust, or estate is |less than zero and addition
S nodi fications, other than those provided by subparagraph
6 (E) of paragraph (2) of subsection (b) for corporations
or
subpar agraph (E) of paragraph (2) of subsection (c) for
trusts and estates, exceed subtraction nodifications, an
9 addi tion nodification nmust be nade under those
10 subpar agraphs for any other taxable year to which the
11 t axabl e i ncone | ess than zero (net operating loss) is
12 appl i ed under Section 172 of the Internal Revenue Code
or
13 under subparagraph (E) of paragraph (2) of this

subsecti on
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14 (e) applied in conjunction with Section 172 of the
| nt er nal
15 Revenue Code.
16 (2) Special rule. For purposes of paragraph (1) of
this
17 subsection, the taxable incone properly reportable for
18 federal incone tax purposes shall nean:
19 (A) Certain life insurance conpanies. In the
case
20 of a life insurance conpany subject to the tax
| nposed
21 by Section 801 of the Internal Revenue Code, life
22 | nsurance conpany taxabl e incone, plus the anount of
23 di stribution from pre-1984 policyhol der surplus
24 accounts as cal cul ated under Section 815a of the
25 | nternal Revenue Code;
26 (B) Certain other insurance conpanies. In the
case
09600SB2252hanD03 - 125 - LRB096 10038 RCE 27718 a
1 of nutual insurance conpani es subject to the tax
2 | nposed by Section 831 of the Internal Revenue Code,
3 | nsurance conpany taxabl e inconeg;
4 (O Regul ated investnent conpanies. In the case
of

a reqgul ated i nvestnent conpany subject to the tax
| nposed by Section 852 of the Internal Revenue Code,
| nvest nent conpany taxabl e i ncone;
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(D) Real estate investnent trusts. In the case

of a
real estate investnent trust subject to the tax
| nposed
by Section 857 of the Internal Revenue Code, real
estate investnent trust taxable incone;
(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
pur poses,
t axabl e i ncone determned as if such corporation had

filed a separate return for federal incone tax
pur poses
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 subparagraph, the taxpayer's
separ at e

t axabl e i ncone shall be determned as if the
el ection

22 provi ded by Section 243(b) (2) of the Internal
Revenue

23 Code had been in effect for all such years;

24 (F) Cooperatives. In the case of a cooperative

25 corporation or association, the taxable incone of
such

26 organi zati on determined in accordance with the

09600SB2252han003 - 126 - LRBO96 10038 RCE 27718 a

file:///C|/Documents%20and%20Settings/alison/Desktop/09600SB2252ham003.htm (163 of 177) [7/15/2009 12:25:33 PM]



SB2252ham003 96TH GENERAL ASSEMBLY

10
11

12

13

14
15
16
17

18

19
20

21

provi sions of Section 1381 through 1388 of the
| nt er nal

Revenue Code;
(G Subchapter S corporations. In the case of:

(i)

a Subchapter S corporation for which there is in
ef f ect

an election for the taxable year under Section 1362
of

the I nternal Revenue Code, the taxable incone of
such

corporation determned in accordance with Section

1363(b) of the Internal Revenue Code, except that

t axabl e i ncone shall take into account those itens

whi ch are required by Section 1363(b)(1) of the

| nternal Revenue Code to be separately stated; and
(i)

a Subchapter S corporation for which there is in
ef f ect

a federal election to opt out of the provisions of
t he

Subchapter S Revision Act of 1982 and have applied

i nstead the prior federal Subchapter S rules as in

effect on July 1, 1982, the taxable incone of such

corporation determned in accordance with the
f eder al

Subchapter S rules as in effect on July 1, 1982; and

(H) Partnerships. In the case of a partnership,

t axabl e i ncone determ ned in accordance with Section

703 of the Internal Revenue Code, except that
t axabl e
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22 i ncome shall take into account those itens which are

23 required by Section 703(a)(1) to be separately

st at ed

24 but whi ch woul d be taken into account by an

i ndi vi dual
25 in calculating his taxable incone.
26 (3) Recapture of business expenses on disposition of
09600SB2252hanD03 - 127 - LRB096 10038 RCE 27718 a
1 asset or business. Notw thstanding any other lawto the
2 contrary, if in prior years incone froman asset or
3 busi ness has been classified as business incone and in a
4 | ater year is denonstrated to be non-business incone,
t hen

S all expenses, wthout |[imtation, deducted in such |ater

6 year and in the 2 imedi ately precedi ng taxable years

7 related to that asset or business that generated the

8 non- busi ness i ncone shall be added back and recaptured
as

9 busi ness incone in the year of the disposition of the
asset

10 or business. Such anount shall be apportioned to

[11inois

11 using the greater of the apportionnent fraction conputed

12 for the business under Section 304 of this Act for the

13 t axabl e year or the average of the apportionnent

fractions

14 conputed for the business under Section 304 of this Act

for
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15

the taxable year and for the 2 imredi ately preceding

16 t axabl e years.
17 (f) Valuation limtation amount.
18 (1) In general. The valuation limtation anmount
19 referred to in subsections (a) (2) (G, (c) (2) (I) and
20 (d)(2) (E) is an anount equal to:
21 (A) The sum of the pre-August 1, 1969
appreci ation
22 anpunts (to the extent consisting of gain reportable
23 under the provisions of Section 1245 or 1250 of the
24 | nternal Revenue Code) for all property in respect
of
25 whi ch such gain was reported for the taxable year;
pl us
09600SB2252hanD03 - 128 - LRB096 10038 RCE 27718 a
1 (B) The lesser of (i) the sumof the pre-August
1,
2 1969 appreciation anmounts (to the extent consisting
of
3 capital gain) for all property in respect of which
such
4 gain was reported for federal incone tax purposes
for
S the taxable year, or (ii) the net capital gain for
t he
6 t axabl e year, reduced in either case by any anount
of
7 such gain included in the anount determ ned under
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8

9
10

11

12

13

14
15
16
17

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 paragraph (1) was readily ascertai nable on
August

1, 1969, the pre-August 1, 1969 appreciation anount
for

such property is the lesser of (i) the excess of
such

fair market value over the taxpayer's basis (for

determ ning gain) for such property on that date
(determ ned under the Internal Revenue Code as in

effect on that date), or (ii) the total gain
realized

18 and reportable for federal incone tax purposes in

19 respect of the sale, exchange or other disposition
of

20 such property.

21 (B) If the fair market val ue of property
referred

22 to in paragraph (1) was not readily ascertainable on

23 August 1, 1969, the pre-August 1, 1969 appreciation

24 anmount for such property is that anmount which bears
t he

25 sane ratio to the total gain reported in respect of
t he

26 property for federal inconme tax purposes for the

09600SB2252hanD03 - 129 - LRB096 10038 RCE 27718 a
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10

11
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17
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20
21
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23

t axabl e year, as the nunber of full cal endar nonths

that part of the taxpayer's holding period for the
property ending July 31, 1969 bears to the nunber of
full calendar nonths in the taxpayer's entire

hol di ng
period for the property.

(C) The Departnent shall prescribe such
regul ations as nay be necessary to carry out the

pur poses of this paragraph.

(g) Doubl e deductions. Unless specifically provided
ot herwi se, nothing in this Section shall permt the sane
I tem
to be deducted nore than once.

(h) Legislative intention. Except as expressly provided
by
this Section there shall be no nodifications or limtations
on

t he anobunts of incone, gain, |oss or deduction taken into

account in determning gross incone, adjusted gross incone
or

t axabl e i ncone for federal incone tax purposes for the
t axabl e

year, or in the anount of such itens entering into the
conput ati on of base incone and net incone under this Act for

such taxabl e year, whether in respect of property val ues as
of

August 1, 1969 or ot herw se.

(Source: P.A 94-776, eff. 5-19-06; 94-789, eff. 5-19-06;
94-1021, eff. 7-12-06; 94-1074, eff. 12-26-06; 95-23, eff.
8-3-07; 95-233, eff. 8-16-07; 95-286, eff. 8-20-07; 95-331,
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24

eff. 8-21-07; 95-707, eff. 1-11-08; 95-876, eff. 8-21-08;
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1

a b~ 0N
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revi sed 10-15-08.)

(35 ILCS 5/804) (fromCh. 120, par. 8-804)

Sec. 804. Failure to Pay Estinmated Tax.

(a) In general. In case of any underpaynent of estimated
tax by a taxpayer, except as provided in subsection (d) or

(e),
t he taxpayer shall be liable to a penalty in an anount

determ ned at the rate prescribed by Section 3-3 of the
Uni form

Penalty and Interest Act upon the anount of the underpaynent
(determ ned under subsection (b)) for each required

I nstal | nent.

(b) Ampunt of underpaynent. For purposes of subsection
(a),
t he amobunt of the underpaynent shall be the excess of:

(1) the anmount of the installnment which would be
required to be paid under subsection (c), over
(2) the anmount, if any, of the installnent paid on
or
before the | ast date prescribed for paynent.
(c) Anpbunt of Required Install nents.
(1) Anount.
(A) In General. Except as provided in paragraph
(2), the anbunt of any required installnent shall be
25% of the required annual paynent.
(B) Required Annual Paynent. For purposes of
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23

subpar agraph (A), the term "required annual paynent"

24 means the | esser of
25 (i) 90% of the tax shown on the return for
t he
09600SB2252han003 - 131 - LRB096 10038 RCE 27718 a
1 t axabl e year, or if noreturnis filed, 90% of
t he
2 tax for such year, or
3 (ii) for installnents due prior to April 1,
4 2010, and installnents due after April 1, 2011,
S 100% of the tax shown on the return of the
t axpayer
6 for the preceding taxable year if a return
show ng
7 aliability for tax was filed by the taxpayer
for
8 t he precedi ng taxabl e year and such precedi ng
year
9 was a taxable year of 12 nonths; or -
10 (iii) for installnments due after April 1,
2010
11 and prior to April 1, 2011, 120% of the tax
shown
12 on the return of the taxpayer for the preceding
13 taxable year if a return showing a liability for
14 tax was filed by the taxpayer for the preceding
15 t axabl e year and that preceding year was a
t axabl e
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16

year of 12 nonths; except that the anobunt due

for
17 the first installnment due after April 1, 2010,
18 shal | equal the anmpunt that, when added to the
19 total of all prior installnents paid for that
20 t axabl e year, equals the total of the
i nstall nents
21 that would be due if this item(iii) had applied
to
22 all installnents due for that taxable year.
23 (2) Lower Required Installnment where Annualized
| ncone
24 Instal l ment is Less Than Anount Determnined Under
Par agr aph
25 (1).
26 (A) In General. In the case of any required
09600SB2252han0D03 - 132 - LRBO96 10038 RCE 27718 a
installnment if a taxpayer establishes that the
2 annual i zed incone installnment is |less than the
amount
3 det ermi ned under paragraph (1),
4 (i) the anmount of such required install nent
S shal | be the annualized incone installnent, and
6 (ii) any reduction in a required install nent
7 resulting fromthe application of this
8 subpar agraph shall be recaptured by increasing
t he
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9

anount of the next required install nment

det er m ned
10 under paragraph (1) by the anmpbunt of such
11 reduction, and by increasing subsequent required
12 install ments to the extent that the reduction
has
13 not previously been recaptured under this
cl ause.
14 (B) Determination of Annualized |ncone
15 Installment. In the case of any required
I nstal | ment,
16 t he annualized incone installnent is the excess, if
17 any, of
18 (i) an anpbunt equal to the applicable
19 percentage of the tax for the taxable year
conput ed
20 by placing on an annualized basis the net incone
21 for nonths in the taxable year ending before the
22 due date for the installnment, over
23 (ii) the aggregate anmount of any prior
24 required installments for the taxable year.
25 (C) Applicabl e Percentage.
26 In the case of the follow ng The applicabl e
09600SB2252hanD03 - 133 - LRB096 10038 RCE 27718 a
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requi red install nents: percentage is:

Ist .. 22. 5%
2nd .. 45%
3rd 67.5%
A4th o, 90%

nunber

exenptio

to

bef ore

and

st andard

| ast

(D) Annualized Net I|Incone; Individuals. For
I ndi vi dual s, net incone shall be placed on an

annual i zed basi s by:
(i) multiplying by 12, or in the case of a
t axabl e year of |less than 12 nonths, by the

of nonths in the taxable year, the net incone

conputed without regard to the standard
n
for the nonths in the taxable year ending before

the nonth in which the installnent is required

be pai d;
(ii) dividing the resulting anmount by the
nunmber of nonths in the taxable year ending

the nmonth in which such install nent date falls;

(ii1) deducting fromsuch anmount the

exenption allowable for the taxable year, such
st andard exenption being determ ned as of the

date prescribed for paynent of the installnent.

(E) Annualized Net I|ncone; Corporations. For
corporations, net incone shall be placed on an
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25 annual i zed basis by multiplying by 12 the taxable
26 i ncone
09600SB2252han003 - 134 - LRB0O96 10038 RCE 27718 a
1 (i) for the first 3 nonths of the taxable
year,
2 in the case of the installnent required to be
pai d
3 in the 4th nonth,
(ii) for the first 3 nonths or for the first
5
nont hs of the taxable year, in the case of the
6 installnment required to be paid in the 6th
nont h,
7 (iii1) for the first 6 nonths or for the
first 8
nont hs of the taxable year, in the case of the
9 installment required to be paid in the 9th
nont h,
10 and
11 (iv) for the first 9 nonths or for the first
11
12 mont hs of the taxable year, in the case of the
13 installnment required to be paid in the 12th
nont h
14 of the taxable year,
15 then dividing the resulting anount by the nunber of
16 nonths in the taxable year (3, 5, 6, 8, 9, or 11 as
t he
17

case nmay be).
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18 (d) Exceptions. Notw thstanding the provisions of the

19 precedi ng subsections, the penalty inposed by subsection (a)

20 shall not be inposed if the taxpayer was not required to
file

21 an Il1linois incone tax return for the preceding taxable
year,

22 or, for individuals, if the taxpayer had no tax liability
for

23 the preceding taxabl e year and such year was a taxable year
of

24 12 nonths. The penalty inposed by subsection (a) shall also
not

25 pe inposed on any underpaynents of estimated tax due before
t he

26 effective date of this anendatory Act of 1998 which

09600SB2252hanD03 - 135 - LRBO96 10038 RCE 27718 a

1 underpaynments are solely attributable to the change in
2 apportionnent from subsection (a) to subsection (h) of

Section

3 304. The provisions of this anendatory Act of 1998 apply to
t ax

4 years ending on or after Decenber 31, 1998.

S (e) The penalty inposed for underpaynent of estinmated
t ax

6 by subsection (a) of this Section shall not be inposed to
t he

7/ extent that the Director or his or her designate determ nes,

8 pursuant to Section 3-8 of the Uniform Penalty and Interest
Act

9 that the penalty should not be inposed.
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10 (f) Definition of tax. For purposes of subsections (b)
and

11 (c), the term"tax" nmeans the excess of the tax inposed
under

12 Article 2 of this Act, over the anpunts credited agai nst
such

13 tax under Sections 601(b) (3) and (4).

14 (g) Application of Section in case of tax w thheld under

15 Article 7. For purposes of applying this Section:

16 (1) in the case of an individual, tax withheld from

17 conpensation for the taxable year shall be deened a
paynent

18 of estinmated tax, and an equal part of such anpunt shall
be

19 deened paid on each installnent date for such taxable
year,

20 unl ess the taxpayer establishes the dates on which all

21 anmounts were actually wthheld, in which case the
anount s

22 so withheld shall be deened paynments of estimated tax on

23 t he dates on which such anounts were actually withhel d;

24 (2) ampbunts tinmely paid by a partnership, Subchapter
S

25 corporation, or trust on behalf of a partner,
shar ehol der,

26 or beneficiary pursuant to subsection (f) of Section 502
or

09600SB2252hanD03 - 136 - LRBO96 10038 RCE 27718 a

1 Section 709.5 and clainmed as a paynent of estinmated tax
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10

11

12
13
14
15
16

17
18
19

20
21

22
23

shall be deened a paynent of estimated tax made on the
| ast
day of the taxable year of the partnership, Subchapter S

corporation, or trust for which the incone fromthe
wi t hhol di ng i s nmade was conputed; and

(3) all other anmpbunts pursuant to Article 7 shall be
deened a paynent of estinmated tax on the date the
paynment
IS made to the taxpayer of the anmount fromwhich the tax
S
wi t hhel d.

(g-5) Amounts w thheld under the State Sal ary and
Annui ty

Wt hhol ding Act. An individual who has anmounts w t hhel d
under

paragraph (10) of Section 4 of the State Salary and Annuity
Wt hhol ding Act may el ect to have those anpbunts treated as

paynments of estinmated tax nmade on the dates on which those

ampunts are actually w thhel d.

(i) Short taxable year. The application of this Section
to

t axabl e years of less than 12 nonths shall be in accordance
with regul ati ons prescribed by the Departnent.

The changes in this Section made by Public Act 84-127
shal |

apply to taxable years ending on or after January 1, 1986.
(Source: P.A 95-233, eff. 8-16-07.)

Section 99. Effective date. This Act takes effect upon
becomi ng | aw. ".
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