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Corrections were made to this workbook through January of 2011. No subsequent modifications were made.

Illinois has had a state income tax for the past four decades beginning August 1, 1969. The tax is measured by net
income and isimposed on the privilege of earning or receiving incomein or asaresident of the state of Illinais.

Illinois current budget situation has fueled specul ation of atax increase and/or atemporary surchargeto hiketax rates
to supplement the state budget. On two prior occasions, linois has added atemporary surcharge to raise revenues. In
the past, these surcharges amounted to a 50% across-the-board increase in overall tax rates.

Compared to many states, Illinois does not have a complicated tax structure. In most cases, Illinois taxable income
conforms with federal tax law because Illinois piggybacks on the Internal Revenue Code. For an individual, the
federal adjusted grossincome (AGI) is alocated (and possibly apportioned) or modified depending on the status of
the individual (i.e., resident, nonresident, or part-year resident) or based on the additions, subtractions, or credits
required by Illinoistax law.

This chapter focuses on selected details of the income taxation of the following entities:
* Individuals
»  Partnerships
o Ccorporations
» Scorporations

» Estatesand trusts (fiduciary tax returns and IL Form 700)

Note. This chapter discusses material from the standpoint of 2010 tax returns, however the lllinois tax forms
shown are 2009 forms. The 2010 Illinoistax formswere not released by the time thisworkbook went to press.
Please be aware that the 2010 forms may contain substantive changes from the 2009 forms.

INDIVIDUAL INCOME TAX RETURNS (IL-1040)

All lllinois tax calculations begin by using the federal income tax return. This so-called “piggybacking the Internal
Revenue Code” starts with the individual’s AGI for the taxable year, which becomes the first entry on Form IL-1040,
[1linois Income Tax Return.

In many cases, income not included in AGI but reported on Form 1040, U.S. Individual Income Tax Return — such as
tax-exempt interest income from Line 8b of Form 1040 — is added back to income for Illinois purposes. The major
Ilinois subtractions such as retirement income and l1linoisincome tax overpaymentsincluded in AGI are deducted on
the applicablelines.
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In 2008, Illinois modified Schedule M, Other Additions and Subtractions for Individuals, to coordinate with the
Illinois Department of Revenue (IDOR) computer upgrade. Schedule M modifies the federal AGI with statutorily-
authorized additions and subtractions to arrive at Illinois base income. Schedule M continues to be expanded to
include more addition and subtraction items to AGI and even incorporates items such as deductions for Treasury
interest and military pay, which had been separate line item subtractions on page one of the IL-1040.

Observation. Schedule M was introduced in 2004 as a supporting schedule to capture all the changes to the
federal AGI asrequired for statutorily-authorized additions and deductions.

ADDITION MODIFICATIONS

Some of the more common additions to federal AGI used to arrive at Illinois base income are listed below and
referenced by the line numbers on Schedule M.

Line 1. Enter theamount of achild'sfederally tax-exempt interest and dividend income as reported on federal Form 8814,
Parent’s Election to Report Child's Interest and Dividends.

Line 2. Enter the amounts from Schedule K-1-P, Partner’s or Shareholder’s Share of Income, Deductions, Credits,
and Recapture, or Schedule K-1-T, Beneficiary's Share of Income and Deductions, for the taxpayer’s distributive
share of additions received from a partnership, S corporation, or estate.

Note. A copy of the Schedule K-1-P or K-1-T must be attached to Schedule M.

Line 3. Enter withdrawals from a taxpayer’s medica care savings account (MCSA) and any interest earned, if not
previously included in AGlI, if the withdrawal s were not used for purposes permitted by the I1linois MCSA Act.

Note. Thelllinois MCSA Act expired on January 1, 2010.

Line 5. Enter earnings distributed in 2010 from IRC 8529 college-savings and tuition programs if not included in
AGI. Distributions from “Bright Start,” “Bright Directions,” or “College Illinois,” or other state programs that meet
disclosure requirements are not included as an add-back to Illinoisincome.

Note. Earningsrolled over tax free into another program are not included.

Line 6. Enter the Illinois special depreciation addition amount from 1L-4562, Special Depreciation, Step 2, line 4.
Thisisthe difference between the bonus depreciation determined for federal tax purposes and the regular depreciation
alowed for Illinois purposes. Thisis required because Illinois decoupled from the federal bonus depreciation rules.

Line 8. Report any contributions previously made to an Illinois college-savings plan or an Illinois Section 529 plan
that were transferred to an out-of-state plan. Enter the smaller of:

1. Theamount of deductions claimed for amounts contributed to an I1linois plan less any deductions recaptured
in previous years, or

2. Theamount transferred in the current year from the Illinois plan to the out-of-state plan.
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Line 10. Report the recapture of deductions for contributions to college-savings plans withdrawn for nonqualified
expenses or refunded. If the withdrawal or refund did not result from the death or disability of a beneficiary of the
program, enter the amount claimed for contributions related to the nonqualified withdrawal or refund amount. Enter
the smaller of:

1. The amount of deductions claimed for amounts contributed to an Illinois college-savings plan, minus any
amount recaptured on line 8 for the year and any deductions recaptured in prior years for that plan, or

2. The refund or amount withdrawn during the year that was not used for qualified expenses in an eligible
institution plus any refund of contributions.

SUBTRACTION MODIFICATIONS

Line 13. Enter contributions made in 2010 to any of the following Illinois college-savings plans:
1. “Bright Start” college-savings pool
2. “Collegelllinois’ prepaid tuition program
3. “Bright Directions’ college-savings pool

Note. Thetotal deduction on line 13 may not exceed $10,000 (or $20,000 for MFJ).

Line 14. Enter the distributive share of subtractionsfrom a partnership, S corporation, trust, or estate as shown on the
taxpayer’s Schedule K-1-P or Schedule K-1-T.

Note. A copy of the Schedule K-1-P or K-1-T must be attached to Schedule M.

Line 17. Enter expenses related to federal credits or federally tax-exempt income. These are often investment-rel ated
expenses not allowable for federal tax purposes as they relate to federal tax-free income. However, they can be
claimed as a subtraction for Illinois purposes because the federal tax-exempt incomeistaxablein Illinois.

Line 19. Enter thelllinois specia depreciation subtraction amount from Form IL-4562, Step 3, line 10.

Observation. Practitioners should review new clients' returns to see whether they have been adversely
affected by the add-back reported in line 6. They will get their deduction restored by this subtraction. A copy
of Form IL-4562 must be attached.

Line 22. Enter al military pay earned and included in federal AGI. Do not include any combat or other military pay
that has not been included in federal AGI.
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Line 23. Enter interest income earned from U.S. Treasury bonds, bills, notes, savings bonds, and U.S. agency interest
from Schedule B of Forms 1040 or 1040A. This aso includesinterest income derived as a percentage of mutual fund
interest or dividends that are direct obligations of the U.S. government. Illinois Pub. 101, Income Exempt from Tax,
explainsthe types of interest income that qualify as direct Treasury interest.

Caution. Thelllinois Department of Revenueissued acompliance aert in February 2010 when it determined
that a significant number of taxpayers were incorrectly subtracting income deemed taxable in Illinois, either
as U.S. government obligations or mutual fund distributions. The most problematic items were identified as
GNMA “Pass-Through Securities,” FNMA interest, FHLMC income, and daily investment deposit accounts
under the Federal Home Land Banks. These amounts are includable as Illinois income and not a subtraction
asU.S. Treasury interest on line 23 of Schedule M.

Note. A copy of Schedule B from Form 1040 or 1040A, a copy of the statement from the mutua fund, and
any worksheetsthat clearly identify the interest from U.S. obligations must be attached.

Line 24. Enter the August 1, 1969 valuation limitation amount from line 17 of Schedule F, Gains from Sales or
Exchanges of Property Acquired Before August 1, 1969.

Caution. Any 2010 sale of an asset that was acquired prior to August 1, 1969, should be a red flag to the
practitioner to use Schedule F to deduct any gain recognition for appreciation prior to the start of Illinois
income tax law.

Line 26. Enter the amount for recovery of items previously deducted as a federal itemized deduction. This includes
refunds of any state and local income taxes, other than Illinois, that were deducted on Form 1040, Schedule A, in a
prior year and included in the federal AGI of the current year.

Line 34. Enter the interest on various tax-exempt obligations of Illinois including Housing Development bonds,
Development Finance Authority Bonds, and those other bonds outlined in the instructions for Schedule M.
Practitioners are reminded that this tax-exempt interest income first must be added to Illinois income before this
subtraction can be taken. Also, no percentage of tax-exempt interest income can be excluded for the indirect
ownership of sharesin amunicipa bond fund.

Line 35. Enter interest earned on various non-U.S. government bonds issued by the governments of Guam, Puerto
Rico, Virgin Idands, American Samoa, or North Mariana Islands; or mutual mortgage insurance fund bonds.

Line 36. Enter the U.S. Treasury portion of children’sinterest income reported on U.S. Form 8814, Parent’s Election
to Report Child’s Interest and Dividends, or from sources reflected in lines 34 or 35 as noted above.

Note. While Schedule M provides for the mgjority of the add-backs and reductionsto federal AGI for Illinois
purposes, there remain two major subtractions on page 1 of I1L-1040. These reductions are reported on line 5
for income received from social security benefits and certain retirement plansif included in line 1, and the
[llinoisincome tax overpayment included on U.S. Form 1040, line 10.
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lllinois Department of Revenue °®
2009 Schedule M other Additions and Subtractions for Individuals
Attach to your Form IL-1040 IL. Attachment No. 15

Read this information first
Complete this schedule if you are required to add certain income on Form IL-1040, Line 3, or if you are entitled to take subtractions on
Form IL-1040, Line 7.

If you are required to complete Schedule 1299-C, Schedule F, or Form I1L-4562, you must do so before you complete this schedule.
Step 1: Provide the following information

Your name as shown on Form IL-1040. Your Social Security nmeer.

Step 2: Figure your additions for Form IL-1040, Line 3

Write the amount of (Whole dollars only)
1 Your child’s federally tax-exempt interest and dividend income as reported on U.S. Form 8814 1 «00
2 Distributive share of additions you received from a partnership, S corporation, trust, or estate.
Attach Schedule K-1-P or Schedule K-1-T. 2 «00
3 Withdrawals you made from your Medical Care Savings Account, and the interest earned, if
not included in your adjusted gross income 3 «00

4 Lloyds plan of operations loss, if reported on your behalf on Form 1L-1023-C and included in
your adjusted gross income 4 «00

5 Earnings distributed in 2009 from IRC Section 529 college savings and tuition programs if not included
in your adjusted gross income (Do not include distributions from “Bright Start,” “Bright Directions,” or

“College lllinois” programs or programs that meet certain disclosure requirements - see instructions.) 5 «00
6 lllinois special depreciation addition amount from Form IL-4562, Step 2, Line 4. Attach
Form IL-4562. 6 «00
7 Business expense recapture (nonresidents only) 7 «00
8 Recapture of deductions for contributions to lllinois college savings plans transferred to an out-of-state plan 8 «00
9 Credit taken on Schedule 1299-C for student-assistance contributions you made as an employer 9 «00
10 Recapture of deductions for contributions to college savings plans withdrawn for nonqualified expenses
or refunded 10 «00
11 Other income - Identify each item 11 «00
12 Add Lines 1 through 11. Write the amount here and on Form IL-1040, Line 3. 12 +00
Step 3: Figure your subtractions for Form IL-1040, Line 7
Write the amount of
13 Contributions made in 2009 to the following college savings plans:
a “Bright Start” College Savings Pool 13a «00
b “College llinois” Prepaid Tuition Program 13b «00
c “Bright Directions” College Savings Pool 13c +00
14 Distributive share of subtractions from a partnership, S corporation, trust, or estate. (Do not
include any amounts contained in Line 25 of this schedule.) Attach Schedule K-1-P
or Schedule K-1-T. 14 «00
15 Restoration of amounts held under claim of right under Internal Revenue Code, Section 1341 15 «00
16 Contributions to a job training project 16 «00
17 Expenses related to federal credits or federally tax-exempt income 17 «00
18 Interest earned on investments through the Home Ownership Made Easy Program 18 «00
19 lllinois special depreciation subtraction amount from Form IL-4562, Step 3, Line 10.
Attach Form IL-4562. 19 «00
20 Add Lines 13a through 19 and write the amount here and on Page 2, Line 21. 20 «00
¢ RN ¢

IL-1040 Schedule M front (R-12/09)
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Step 3: Continued

(
21 Write the amount from Page 1, Line 20. 21 «00
Write the following only if included in Form IL-1040, Lines 1, 2, or 3:
22 Military pay earned. Attach military W-2. 22 «00
23 U.S.Treasury bonds, bills, notes, savings bonds, and U.S. agency interest from U.S. 1040A or 1040,
Schedule B. Attach a copy of U.S. 1040A or 1040, Schedule B. 23 «00
24 August 1, 1969, valuation limitation amount from your Schedule F, Line 17. Attach Schedule F and
required federal forms. 24 «00
25 Enterprise or river edge redevelopment zone and high impact business dividend subtraction amount
from your Schedule 1299-C, Step 2, Line 7. Attach Schedule 1299-C. 25 «00
26 Recovery of items previously deducted on U.S. 1040, Schedule A (including refunds of any state and local
income taxes, other than lllinois). Attach a copy of U.S. 1040, Page 1, and required federal forms. 26 «00
27 Ridesharing money and other benefits 27 «00
28 Payment of life insurance, endowment, or annuity benefits received 28 +00
29 Your employer’s contributions made on your behalf to an account established under the
Medical Care Savings Account Act and the interest earned 29 «00
30 Lloyds plan of operations income if reported on your behalf on Form IL-1023-C 30 «00
31 Income earned by certain trust accounts established under the lllinois Pre-Need
Cemetery Sales Act 31 «00
32 Education loan repayments made for primary care physicians who agree to
practice in designated shortage areas under the Family Practice Residency Act 32 «00
33 Reparations or other amounts received as a victim of persecution by Nazi Germany 33 «00
34 Interest on the following tax-exempt obligations of lllinois state and local government. Do not include
interest you received indirectly through owning shares in a mutual fund.
a lllinois Housing Development Authority bonds and notes (except housing-related commercial
facilities bonds and notes) 34a «00
b Export Development Act of 1983 bonds 34b «00
¢ lllinois Development Finance Authority bonds, notes, and other evidence of obligation
(venture fund and infrastructure bonds only) 34c «00
d Quad Cities Regional Economic Development Authority bonds and notes (if declared to be
exempt from taxation by the Authority) 34d «00
e College Savings bonds 34e «00
f lllinois Sports Facilities Authority bonds 34f «00
g Higher Education Student Assistance Act bonds 349 «00
h lllinois Development Finance Authority bonds issued under the lllinois Development
Finance Authority Act, Sections 7.80 through 7.87 34h «00
i Rural Bond Bank Act bonds and notes 34i «00
j lllinois Development Finance Authority bonds issued under the Asbestos Abatement Finance Act 34j «00
k Quad Cities Interstate Metropolitan Authority bonds 34k «00
I Southwestern lllinois Development Authority bonds 341 «00
m lllinois Finance Authority bonds issued under the lllinois Finance Authority Act, Sections 820.60 and
825.55 or the Asbestos Abatement Finance Act 34m «00
35 Interest on the following non-U.S. government bonds.
a Bonds issued by the government of Guam 35a +00
b Bonds issued by the government of Puerto Rico 35b «00
¢ Bonds issued by the government of the Virgin Islands 35¢c «00
d Bonds issued by the government of American Samoa 35d «00
e Bonds issued by the government of the Northern Mariana Islands 35e «00
f Mutual mortgage insurance fund bonds 35f «00
36 Amount of your child’s interest from U.S. Treasury and U.S. agency obligations or
from sources in Line 34 or 35 as reported on U.S. Form 8814 36 «00
37 Railroad unemployment income 37 «00
38 Add Lines 21 through 37. Write the amount here and on Form IL-1040, Line 7. 38 «00
| ¢

This form is authorized as outlined by the lllinois Income Tax Act. Disclosure of this information is REQUIRED. Failure to provi
information could result in a penalty. This form has been approved by the Forms Management Center. 1L-492-4425

° = TR

IL-1040 Schedule M back (R-12/09)
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SCHEDULE ICR, ILLINOIS CREDITS

Illinois introduced Schedule ICR, Illinois Credits, for the 2008 filing year as a replacement for Schedule ED, Credit
for K—12 Educational Expenses, used in prior years. This form was expanded to accommodate the 2009 filing
requirement to include the property index number (PIN) for the taxpayer’s principal residence in order to obtain atax
credit equal to 5% of the real estate taxes paid. The allowable property tax qualifying for atax credit includes up to
two adjoining lotsif considered a part of the principal residence.

Schedule ICR isa so used to calcul ate the refundabl e earned income tax credit of 5% of the federal EIC.

Example 1. Barney and Freda Buckmiller have a son, Barney Jr., who is a full-time student at Blessed
Sacrament School in Hinsdale, Illinois. The annual tuition costs for their sixth-grade son was $4,500 in
2009. In addition, the Buckmillers paid $6,200 in real estate taxes on their principal residence. Before
credits, the taxpayers have a $4,000 Illinois income tax liability. In prior years, the Buckmillers prepared
their own tax returns but now have come to atax practitioner to help them determine how the allowable tax
credits are computed.

Schedule ICR for Illinois credits provides the calculations for both nonrefundable credits that are
allowable to the Buckmillers. In Section A of Step 2 of thisform, the allowable Illinois property tax credit
is computed — 5% of the property tax paid, not to exceed the net Illinois income tax liability. The
Buckmillers should provide a copy of the actual real estate bill to the tax practitioner because the PIN
number is required to support the credit for their personal residence. The credit in this case is $310.

In Section B of this same form, the allowable educational tax credit is computed. In the Buckmillers' case,
the maximum credit is $500. This is determined by taking the total expenditure of $4,500 and reducing it by
the $250 exclusion. The remaining balance of $4,250 is multiplied by 25% to yield a credit of $I,062.50.
However, the maximum credit per family is limited to $500.

Note. As of April 13, 2010, the Small Business Job Creation Tax Credit provides a $2,500 withholding tax
credit for each new full-time Illinois job created during the period July 1, 2010 through June 30, 2011. Thisis
acredit for Illinois withholding tax and can be carried forward for up to five years. Employers taking this
credit must have no morethan 50 employees. Additionally, each new full-timejob hasto pay at |east $25,000
annually and be sustained for at |east one year.

The maximum cumulative credit allowable under this act is $50 million, which equals 20,000 jobs.
Application for this credit must be submitted online to the Illinois Department of Commerce and
Economic Affairs.
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For Example 1

lllinois Department of Revenue ()
2009 Schedule ICR 1ninois Credits — Tax year ending
Attach to your Form IL-1040 IL Attachment No. 23
Read this information first ® You must complete IL-1040 through Line 16 and Schedule CR, if
Complete this schedule only if you are eligible for the applicable, before completing this schedule.
@ lllinois Property Tax Credit ® The total amount of lllinois Property Tax Credit and K-12

Education Expense Credit cannot exceed tax. Only the

o K-12 Education Expense Credit
pe Earned Income Credit may exceed tax.

e Earned Income Credit (EIC)

Step 1: Provide the following information

BARNEY & FREDA BUCKMILLER 1 1 1 1 1 1 1 1 1
Your name as shown on your Form IL-1040 Your Social Security number

Step 2: Figure your nonrefundable credit

1 Write the amount of tax from your IL-1040, Line 16. 4,000 oo
2 Write the amount of credit for tax paid to other states from your IL-1040, Line 17. 0.00
3 Subtract Line 2 from Line 1. 3 4,000 .00

N =

Section A - lllinois Property Tax Credit (See instructions for directions on how to obtain your PIN)

4 a Write the total amount of lllinois Property Tax paid during the
tax year for the real estate that includes your principal residence. 4a 6,200 00
b Write the Property Index Number (PIN)
for the property listed above. 4p 01-01-01-001-001
€ Write the PIN for an adjoining lot, if
included in Line 4a. 4c
d  Write the PIN for any other adjoining
lot, if included in Line 4a. 4d
€ Write the portion of your tax bill that is deductible as a business
expense on U.S. income tax forms or schedules, even
if you did not take the federal deduction. de 0 .00
f  Subtract Line 4e from Line 4a. 4f 6,200 oo
g Multiply Line 4f by 5% (.05). 4g 310 00
5 Compare Lines 3 and 4g, and write the lesser amount here. 5 310 oo
6 Subtract Line 5 from Line 3. 6 3,690 oo

Section B - K-12 Education Expense Credit

Note You must attach the receipt you received from your students’ school

or complete the K-12 Education Expense Credit Worksheet on the back
of this schedule.

7 a Write the total amount of K-12 education expenses from the receipt
you received from your students’ school or Line 13 of the worksheet
on the back of this schedule. 7a 4,500
b You may not take a credit for the first $250 paid. 7b 250.00
¢ Subtract Line 7b from Line 7a. If the result is negative, enter “zero”  7¢ 4,250 oo
d Multiply Line 7c by 25% (.25). Compare the result and $500, and

write the lesser amount here. 7d 500 g0
8 Compare Lines 6 and 7d, and write the lesser amount here. 8

500 ,,

Section C - Total Nonrefundable Credit

9 Add Lines 5 and 8. This is your nonrefundable credit amount. Write this amount on -
Form IL-1040, Line 18. 9 810 oo

° - °
WHUMGHNGRRY ~ Continued on Page2

IL-1040 Schedule ICR (R-12/09) Page 1 of 4
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MILITARY SPOUSES RESIDENCY RELIEF ACT

In years prior to 2009, military service members did not have to change their state of residency while stationed in
Illinois. However, the spouse of amilitary service member stationed in Illinois was required to have Illinois income
taxes withheld from wages while working in lllinais.

The Military Spouses Residency Relief Act' now permits the spouse of a service member stationed in Illinois the
option of retaining the same state of residency. Employers are no longer required to withhold Illinoisincome tax from
wages earned in Illinois by a nonresident spouse who:

* Ispresentin Illinois only to accompany the service member stationed in Illinois;
* |saresident of the same state as the service member, other than Illinois; and

» Completes Form IL-W-5-NR, Employee’'s Satement of Nonresidence in Illinois, and checks the box to
indicate exemption from Illinois withholding.

Schedule MR, Military Spouse Relief, can be filed with the Illinois return. The taxpayer must write in red ink
“Military Spouse” on the face of the Form IL-1040 in order to claim atax refund for spousal withholding on earnings.

Example 2. Rhonda Ramsey is afull-time Air Force officer stationed at Scott Air Force Base near Belleville,
[llinois. She has attained the rank of major and earned $75,000 in 2009. Rhonda's spouse, Jm Bab, is
employed at aloca animal clinic. Their home state is Texas, which does not have a state income tax.

In 2009, Jm Bob earned wages of $30,000 from the animal clinic and had Illinois withholding of $450
deducted from his paycheck. After the first half of the year, his tax practitioner alerted him to the military
relief for spouses in the new federal law that was signed into law on November 11, 2009. As a result, Jim
Bob files Form IL-W-5-NR to stop the Illinois withholding. In order to obtain a refund of the Illinois tax
previously withheld, the taxpayers file ajoint Illinois tax return for 2009 with Schedules NR and MR to
classify the wages paid as exempt from lllinois tax.

L PL.111-97.
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For Example 2

w ile lllinois Department of Revenue

a2 Form IL-104
[taxllinois.gov « Inc?v(izl?al IngmeTax Retur(r? Oorfor MILITARY SPOUSE

Do not write above this line.

Step 1: Personal Information

A Social Security numbers in the order they appear on your federal return
01 0 _ 19 1000 02 0 _ 29 2 000
Your Social Security number Spouse's Social Security number

B Personal information

JIM BOB RAMSEY
Your first name and initial Your last name

RHONDA
Spouse's first name and initial Spouse’s last name - only if differant

75 FERN GLEN

Mailing address (See instructions if foreign address) Apartment number

O FALLON IL 62269

City State ZIP or Postal Code

Foreign Nation, if not United States (do not abbraviata)

C Filing status (see instructions)

‘ D Single or head of household Married filing jointly D Married filing separately D Widowed
Step 2: Income
® 1 Federal adjusted gross income from your U.S. 1040, Line 37; U.S. 1040A, Line 21; or (Whole dollars only)
g U.S. 1040EZ, Line 4 1 105,000.00
7 2 Federally tax-exempt interest and dividend income from your U.S. 1040 or 1040A, Line 8b;
S or U.S. 1040EZ 2 00
‘:E 3 Other additions to your income. Attach Schedule M. 3 .00
g 4 Total income. Add Lines 1 through 3. 4 105,000.00
% Step 3: Base Income
% 5 Income received from Social Security benefits and certain retirement
R plans if included in Line 1. Attach federal Page 1. 5
% 6 lllinois Income Tax overpayment included in U.S. 1040, Line 10 6 .00
E 7 Other subtractions to your income. Attach Schedule M. 7_ 75,000.00
o Check if Line 7 includes any amount from Schedule 1299-C  []
8 Add Lines 5, 6, and 7. This is the total of your subtractions. 8 75.000.00
f 9 lllinois base income. Subtract Line 8 from Line 4. 9 .00
Step 4: Exemptions
See 10 a Number of exemptions from your federal return _2 X $2,000 a 4,000.00
instructions b If someone else claimed or could have claimed you
f};e:z:': or your spouse as a dependent on their return, see
exemptions. instructions to figure the number to write here. ___ X $2,000 b 00
¢ Check if 65 orolder: [] You + [ Spouse = ___ X $1,000 c 00
d Check if legally blind: [ ] You + [] Spouse = __ X $1,000 d 00
Exemption allowance. Add Lines a through d. 10__ 4,000.00
Step 5: Net Income
A 11 Residents Only: Net income. Subtract Line 10 from Line 9. Skip Line 12. 11 .00
'§ 12 Nonresidents and part-year residents Only:
'5 Check the box that applies to you during 2009 Nonresident D Part-year resident, and
5 write the lllinois base income from Schedule NR. Attach Schedule NR.12 0.00
S Step 6:Tax
K] 13 Residents: Multiply Line 11 by 3% (.03). Write the result here.
% Nonresidents and part-year residents: Write the tax before recapture of investment
® credits from Schedule NR. 13 0.0
v 14 Recapture of investment tax credits. Attach Schedule 4255. 14 .00
15 Total tax. Add Lines 13 and 14. This amount may not be less than zero. 15 0.00
o ®
This form is authorized as outlined by the llincis Income Tax Act. Disclosure of this information is REQUIRED. Failure to
IL-1040 front (R-12/08) | provide information could result in a penalty. This form has been approved by the Forms Management Center, IL--!Q@ ”ll”lll“l Im"lm II“ Ilm Hll]”"ml“ ||H ‘"‘
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For Example 2

16 Total tax amount from Page 1, Line 15
Step 7: Nonrefundable Credits

16___ 0.0

17 Income tax paid to another state while an lllinois resident.

Attach Schedule CR. 17
c 18 Property tax and K-12 education expense credit amount from
omplete
Schedule ICR | Schedule ICR. Attach Schedule ICR. 18

19 Credit amount from Schedule 1299-C. Attach Schedule 1299-C. 19

20 AddLines 17, 18, and 19. This is the total of your credits. This amount
may not exceed the tax amount on Line 16.

21 Tax after nonrefundable credits. Subtract Line 20 from Line 16.

00

.00
.00

20
21

.00
00

Step 8: Payments and Refundable Credit
22 |llinois Income Tax withheld. Attach W-2 and 1099 forms. 22

23 Estimated payments from Forms IL-505-1 and IL-1040-ES,
including overpayment applied from 2008 return 23
See nsructions |~ 24 Pass-through entity tax payments. Attach Schedule K-1-P or K-1-T. 24
Complete

ScheduleI°R| 26 Total payments and refundable credit. Add Lines 22 through 25.

Step 9: Overpayment or Underpayment

.00

.00
.00

25 Earned Income Credit from Schedule ICR. Attach Schedule ICR. 25 00

26 450 .00

27 Overpayment. If Line 26 is greater than Line 21, subtract Line 21 from Line 26.
28 Underpayment. If Line 21 is greater than Line 26, subtract Line 26 from Line 21.

27 450 .00

28

.00

Step 10: Underpayment of Estimated Tax Penalty and Donations
29 Late payment penalty for underpayment of estimated tax. 29
a Check if at least two-thirds of your federal gross income is from farming. [:I

b Check if you or your spouse are 65 or older and permanently
living in a nursing home. I:'

¢ Check if your income was not received evenly during the year and

you annualized your income on Form IL-2210, otherwise we

will figure this penalty for you. Attach Form IL-2210. I:'
SKE NG'V‘W:.O Yoy can.make voluntary cr?aritable donations to many worthy causes
& w = using this form. It's easy - just complete Schedule G and enter
i the donation amount here. Attach Schedule G. 30

31 Total penalty and donations. Add Lines 29 and 30.

00

.00
31

Step 11: Refund or Amount You Owe
32 If you have an overpayment on Line 27 and this amount is greater than
Line 31, subtract Line 31 from Line 27. This is your remaining overpayment.
33 Amount from Line 32 you want refunded to you

34 6omplete to direct deposit your refund

cw Houtingnumberl I [ | ] I I I II
Accountrumber | | | | | | | | | I I F T I [ ]|

32 450 o0

33 450 .00

-

|:| Checking or DSavings

35 Subtract Line 33 from Line 32. This amount will be applied to your 2010 estimated tax. 35

If you have an underpayment on Line 28, add Lines 28 and 31. OF

_ See 36

instructions

f°;§;'i§',:‘;“‘ | If you have an overpayment on Line 27 and this amount is less than Line 31,
subtract Line 27 from Line 31. This is the amount you owe.

36

0.00

00

Step 12: Sign and Date

Under penalties of perjury, | state that | have examined this return, and, to the best of my knowledge, it is true, correct, and complete.

Sign

h er e Your signature Date Daytime phone number Your spouse’s signature
Paid preparer's signature Date Preparer's phone number Preparer's FEIN, SSN, or PTIN

. If no payment enclosed, mail to: If payment enclosed, mail to: .
ILLINOIS DEPARTMENT OF REVENUE ILLINOIS DEPARTMENT OF REVENUE
PO BOX 1040 SPRINGFIELD IL 62726-0001
e R (A

IL-1040 back (R-12/09) DR AP. EV RR DC
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For Example 2

lllinois Department of Revenue

2009 Schedule NR

Attach to your Form IL-1040

Nonresident and Part-Year Resident °
Computation of lllinois Tax

IL Attachment No. 2

JIM BOB AND RHONDA RAMSEY 010 1 9 1 0 0 0

Your name as shown on your Form IL-1040 Your Social Security number

Step 1: Provide the following information

1 Were you, or your spouse if “married filing jointly,” a full-year resident of lllinois during the tax year?

D Yes No If you answered “Yes,” @ you cannot use this form (see instructions).

2 If you, or your spouse if “married filing jointly," were a part-year resident during the tax year, tell us your residency dates for 2009.

al lived in llinoisfrom — —/ /0% t0__/__/089 Iivedin — from—_/__/09 to___/__/09
Month Day Year Month Day Year State Month Day ‘Year Month Day Year

b My spouse lived in lllinois from — —/ — /0 9to ___/__/08 and — _______from——/__/0 9% to___/__/09
Month Day Year Month Day Year State Month Day Year Month Day ‘Year

3 If you were a resident of any of the states listed below during the tax year, check the appropriate state.
[] lowa [] Kentucky ] Michigan [] wisconsin

4 If you earned income or filed a tax return for the tax year in a state other than those listed above, write the two-letter abbreviation of that state.

Step 2: Complete Form IL-1040

Complete Lines 1 through 10 of your Form IL-1040, Individual Income Tax Return, as if you were a full-year lllinois resident. Then, complete
the remainder of this schedule following the instructions for your residency. Attach Schedule NR to your Form IL-1040.

Step 3: Figure the lllinois portion of your federal adjusted gross income
Write the amounts from your federal return in Column A. Before completing Column B, read the Column B instructions.

Column A Column B
Federal Total lllinois Portion
[— | 5 Wages, salaries, tips, etc. (federal Form 1040 or 10404, Line 7; 1040EZ, Line 1) 5 105.000.00 0.00
6 Taxable interest income (federal Form 1040 or 1040A, Line 8a; 1040EZ, Line 2) 6 .00 .00
7 Ordinary dividend income (federal Form 1040 or 1040A, Line 9a) 7 .00 .00
8 Taxable refunds, credits, or offsets of state and local income tax
(federal Form 1040, Line 10) 8 .00 .00
9 Alimony received (federal Form 1040, Line 11) 9 .00 .00
10 Business income or loss (federal Form 1040, Line 12) 10 00 .00
11 Capital gain or loss (federal Form 1040, Line 13 or 1040A, Line 10) 11 .00 .00
12 Other gains or losses (federal Form 1040, Line 14) 12 .00 .00
13 Taxable IRA distributions (federal Form 1040, Line 15b; or 1040A, Line 11b) 13 .00 .00
g 14 Taxable pensions and annuities (federal Form 1040, Line 16b; or 10404, Line 12b) 14 .00 .00
8 15 Rents, royalties, partnerships, S corporations, estates, and trusts
£ (federal Form 1040, Line 17) 15 .00 .00
16 Farm income or loss (federal Form 1040, Line 18) 16 .00 .00
17 Unemployment compensation and Alaska Permanent Fund dividends
(federal Form 1040, Line 19; 1040A, Line 13; 1040EZ, Line 3) 17 .00 .00
18 Taxable Social Security benefits (federal Form 1040, Line 20b; or 1040A, Line 14b) 18 .00 .00
19 Other income (federal Form 1040, Line 21)
Include winnings from the lllinois State Lottery as lllinois income in Column B. 19 .00 .00
20 Add Column B, Lines 5 through 19. This is the lllinois portion of your federal total income. 20 000
o o
L1040 Seheci NF Fron (11209 MIHOMWBMARRD  continue with step 3 on Page 2 =»
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For Example 2
Schedule NR - Page 2
Step 3: Continued Column A Column B
_ Federal Total Illinois Portion
21 Write the lllinois portion of your federal total income from Page 1, Step 3, Line 20. 21 0.00
22 Deduction for Educator Expenses (federal Form 1040, Line 23; or 1040A, Line 16) 22 .00 .00
23 Certain business expenses of reservists, performing artists, and fee-based
government officials (federal Form 1040, Line 24) 23 .00 .00
24 Deduction for health savings account (federal Form 1040, Line 25) 24 .00 00
g 25 Moving expenses (federal Form 1040, Line 26) 25 .00 .00
8 26 Deduction for one-half of self-employment tax (federal Form 1040, Line 27) 26 .00 .00
£27 Self-employed (SEP), SIMPLE, and qualified plans (federal Form 1040, Line 28) 27 .00 .00
o028 Self-employed health insurance deduction (federal Form 1040, Line 29) 28 .00 .00
;; 29 Penalty on early withdrawal of savings (federal Form 1040, Line 30) 29 .00 .00
130 Alimony paid (federal Form 1040, Line 31a) 30 .00 .00
g 31 Total IRA deduction (federal Form 1040, Line 32; or 1040A, Line 17) 31 .00 .00
% |32 Deduction for student loan interest (federal Form 1040, Line 33; or 1040A, Line 18) 32 .00 00
2133 Deduction for tuition and fees (federal Form 1040, Line 34; or 1040A, Line 19) 33 .00 00
g 34 Domestic production activities deduction (federal Form 1040, Line 35) 34 .00 .00
35 Other adjustments (see instructions) 35 .00 .00
36 Add Column B, Lines 22 through 35. This is the lllinois portion of your federal adjustments to income. 36 0 .00
37 Write your adjusted gross income as reported on your federal Form 1040, Line 37;
1040A, Line 21; 1040EZ, Line 4. 37 105.000 .00
38 Subtract Line 36 from Line 21. This is the lllinois portion of your federal adjusted gross income. 38 0.00
Step 4: Figure your lllinois additions and subtractions
In Column A, write the total amounts from your Form IL-1040. You must read Column A Column B
the instructions for Column B to properly complete this step. Form IL-1040 Total lllinois Portion
£|39 Federally tax-exempt interest income (Form IL-1040, Line 2) 39 .00 .00
5 40 Other additions (Form IL-1040, Line 3) 40 .00 .00
g 41 Add Column B, Lines 38, 39, and 40. This is the lllinois portion of your total income. 41 0.00
7]
% 42 Federally taxed Social Security and retirement income (Form IL-1040, Line 5) 42 .00 .00
< |43 lllinois Income Tax overpayment included on your U.S. 1040, Line 10.
0 (Form IL-1040, Line 6) 43 .00
2 44 Other subtractions (Form IL-1040, Line 7) 44 .00 00
=45 Add Column B, Lines 42 through 44. This is the total of your lllinois subtractions. 45 0.00

@

ep 5: Figure your lllinois income and tax

46 Subtract Line 45 from Line 41. If Line 45 is larger than Line 41, write zero. This is
your lllinois base income.

Write this amount on your Form IL-1040, Line 12. —p 46 0.00
7] If Line 46 is zero, skip Lines 47 through 51, and write “0" on Line 52.
5 47 Write the base income from Form IL-1040, Line 9. 47 .00
'ﬁ 48 Divide Line 46 by Line 47 (carry to three decimal places). Write the appropriate
S decimal. If Line 46 is greater than Line 47, write 1.000. 48 e
% 49 Write your exemption allowance from your Form IL-1040, Line 10. 49 .00
¢ |50 Multiply Line 49 by the decimal on Line 48. This is your lllinois exemption
» allowance. 50 00
ﬁ 51 Subtract Line 50 from Line 46. This is your lllinois net income. 51 .00

52 Multiply the amount on Line 51 by 3% (.03). This amount may not be less than zero. This is your
tax before recapture of investment credits.
Write this amount on your Form IL-1040, Line 13. —p 52 0.00

~ This form 1s authonzed as oullined by the oIS Income Tax Act, Disclosure of This informanion 15 REGUIRED. Failure 10 provide
I 4 o information could result in a penalty. This form has been approved by the Forms Management Center. IL-492-0098 IL-1040 Schedule NR Back (R- 1 2‘;09)
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For Example 2

lllinois Department of Revenue PY

2009 Schedule MR Military Spouse Relief

Attach to your Form IL-1040 IL Attachment No. 26

Step 1: Provide the following information

JIM BOB AND RHONDA RAMSEY
Your name as shown on your Form IL-1040

0 1 0o _ 1 9 1 0 0 0
‘Your Social Security number

Step 2: Provide the following information
Check the appropriate box and complete the remainder of the line, if applicable.

1 E My wages are exempt from lllinois Income Tax because | am living in lllinois only because my spouse is in the military and is
stationed in lllinois, and during 2009 we were both residents of __TX _ (write the two-letter abbreviation of that state).

2 |:| My spouse and | are residents of Illinois. My spouse is in the military and was stationed in another state during 2009, and my wages
from employment in that state are exempt from taxation by that state, due to the federal Military Spouses Residency Relief Act.
| qualify for relief from late payment penalty for any failure to timely pay lllinois Income Tax on those wages.

If you filed refund claims with the other state, we will extend your payment due date until October 15, 2010, or until you
receive your refund from the other state, whichever is earlier.

General Information

Who can use Schedule MR?

The federal Military Spouses Residency Relief Act has extended
certain residency protections to spouses of military members.
Spouses of military members can use Schedule MR if the conditions
below apply.

Under this act, a spouse’s state of residence does not change
when he or she moves to a new state because the service member
is stationed in the new state. Also, the spouse cannot be taxed

by the new state on employee wages earned in that state. These
protections apply only if the spouse and the service member are
residents of the same state.

When should | use Schedule MR if | am not an

lllinois resident?

You should use Schedule MR if

@ your spouse is a member of the military who is stationed in lllinois,
but is not an lllinois resident,

@ you are a resident of the same state as your spouse, and

@ you earned income by working in lllinois.

In this case, you are not taxed on wages you earned in lllinois. You
must complete Schedule MR, checking box 1, and attach it to your
Form IL-1040, Individual Income Tax Return, along with Schedule
NR, Nonresident and Part-Year Resident Computation of lllincis Tax,
to claim your exemption from tax on your wages and to get a refund
of any taxes withheld by your lllinois employer.

The exemption for wages from civilian employment applies
only to spouses, not to the member of the military. Members of the
military remain subject to lllinois Income Tax on wages received
from civilian employment in Illinois.

How do | stop my employer from withholding lllinois
tax if | am a nonresident military spouse?
You should complete Form IL-W-5-NR, Employee’s Statement of

Nonresidence in lllinois, and give it to your lllinois employer so they
do not withhold lllinois tax from your wages.

When should | use Schedule MR if | am an lllinois
resident?
You should use Schedule MR if
@ you and your spouse were lllinois residents during 2009,
@ you earned wages in another state that are exempt from
tax by that state under the Military Spouses Residency Relief Act,
® you are entitled to a refund of the taxes withheld by your
employer for the other state, and
@ you owe more lllinois tax because you will no longer owe
tax to the other state and will not get a credit on the lllinois return
for tax paid to the other state.
You should also use Schedule MR if you wish to request permission
to delay payment of your lllinois tax until you receive your refund from
the other state(s).

If you are an lllinois resident, you must pay lllinois income tax
on all of your wages, regardless of where they were earned, except
military pay that is exempt from lllinois tax. If the member of the
military earned wages as a civilian employee in another state, they
are entitled to a credit against lllinois income tax for any taxes paid to
that state.

Complete Schedule MR, checking box 2, and attach it to your Form
IL-1040 to claim exemption from any penalties that would otherwise
result from late payment of your tax.

What should | do to my Form IL-1040 if | am
attaching Schedule MR?

Write “Military Spouse” in red ink across the top of the front page of
your Form IL-1040.

What should | attach to my Form IL-1040 if | am
using Schedule MR?

Attach the service member’s military W-2 form to your Form IL-1040,
even if you are filing separate returns.

How should | make my payment?

If you do not pay with Form IL-1040 and wish to pay when you
receive your refund from the other state, complete Form IL-1040-V
and send it, along with your payment, to the address listed on the
IL-1040-V. Be sure to write your Social Security number(s) on your
payment. Form IL-1040-V is available at tax.illinois.gov.

This form is authorized as outlined by the lllinois Income Tax Act. Disclosure of this information is REQUIRED. Failure

IL-1040 Schedule MR front (N-12/09) ‘ to provide information could result in a penalty. This form has been approved by the Forms Management Center. IL-492-4616
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For Example 2

7 lllinois Department of Revenue
A/ IL-W-5-NR Employee’s Statement of Nonresidence in lllinois

Must | complete this form? To employers:
You must complete Part 1 of this form if You are required to have a copy of this form on file for each employee who
« you are a resident of lowa, Kentucky, Michigan, or Wisconsin, or + is a resident of lowa, Kentucky, Michigan, or Wisconsin; receives com-
* your spouse is in the military, you and your spouse are both residents of pensation paid in llinois; and elects to claim exemption from withhold-
the same state (other than lllinois) and you are in lllinois only because ing of lllinois Income Tax under the reciprocal withholding agreements
your spouse is stationed here by the military, between llinois and these states, OR
and your wages are exempt from withholding of lllinois Income Tax under the * is exempt from lllinois Income Tax on compensation under the Military
reciprocal withholding agreements between lllincis and these states or under Spouses Residency Relief Act.

the Military Spouses Residency Relief Act. You must file your completed Form
IL-W-5-NR with your lllinois employer. If you change your state of residence,
you must notify your employer within ten days.

Part 1: Employee information Part 2: Employer information

.0 1 0.1 9 .- 1 0 0 0 i1+ .1 1 1 1 1 1 1
Social Security number Federal employer identification number

JIM BOB RAMSEY . EDWARDSVILLE ANIMAL HABITAT

Name Name

75 FERN GLEN 1 STATE ST

Mialing address Mialing address

O FALLON IL 62269 EDWARDSVILLE IL 55555
City State ZIP City State ZIP

| declare under penalties of perjury that

| am a resident of the state of:

O lowa O Kentucky O Michigan [ Wisconsin, OR

X My spouse and | are residents of (write the 2-letter abbreviation for your
state of residency) E and | am in lllinois only because my spouse is a mem-
ber of the US military who is stationed in lllinois.

N This form is authorized as outlined by the llingis Income Tax Act. Disclosure of this information is
Employee's signature Date required. Failure to provide information may result in a penalty. This form has been approved by the
IL-W-5-NR (R-12/09) Forms Management Center, IL-492-0052

Note. Illinois Pub. 102, Illinois Filing Requirements for Military Personnel, provides detailed information
about the Illinoisindividual income tax filing requirements for military personnel.

ILLINOIS SCHEDULE CR, CREDIT FOR TAX PAID TO OTHER STATES

The lllinois Schedule CR form was expanded to a two-column format. Column A shows the income and adjustments
reported on the federal Form 1040 and column B shows the non-lllinois portion. The taxpayer then computes the
portion of the income and expense attributable to Illinois for the purpose of determining the allowable credit for taxes
paid to another state.

Schedule CR should befiled if the taxpayer:
* Wasaresident or a part-year resident of Illinois during the tax year,

» Paid income tax to another state on income earned while an Illinois resident, and the income subject to the
other state’s tax isincluded in Illinois base income, and

» Did not deduct the income tax paid to the other state when the taxpayer computed federal AGI as shown on
the lllinoistax return.

2010 lllinois Update  IL-15
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Schedule CR should not be filed if the taxpayer was a nonresident of Illinois during the entire tax year or did not pay
any incometax to lllinois and another state.

Note. If the taxpayer had ear ned incomein lowa, Kentucky, Michigan, or Wisconsin, the taxpayer is covered
by areciprocal agreement. The employer in any of these four states withholds out-of-state taxes or the
taxpayer pays out-of-state taxes on compensation earned. There can be no credit for taxes paid on
compensation to reciprocal states. If taxes were withheld in error, aclaim for refund must to be filed with the
reciprocal state.

While the Schedule CR works well for most 1llinois taxpayers with out-of-state income taxed both elsewhere and in
[llinois, the Schedule CR can also be quite challenging. Illinois has 43 pages of complex instructions dealing with the
double taxation of another state’'sincome and the Illinois' allowable credit. Example 3illustrates asituation in which
taxpayers did not obtain full credit for taxes paid to another state on double-taxed income. Frequently, taxpayers
cannot obtain full benefit if they have alarge percentage of retirement income not taxed by Illinois but factored into
the computation of the other state’sincome tax.

Example 3. Ken and Pam Whitehead are full-time residents of Illinois. They retired after 35 years of teaching in
thelocal school system. Each receives alarge pension from Illinois and interest and dividends from investments.

Pam inherited a farm in lowa and receives a large amount of farm rental income. Because the lowa farm
income is not earned income, no lowa tax is withheld by lowa (a reciprocal state). Ken and Pam pay
federal income tax using quarterly estimates and have always used Schedule CR to claim a credit for the
out-of-state taxes paid.

The Whiteheads' 2009 financial information includes the following.

Ken's wages as a part-time teacher $ 8,631
The Whiteheads' interest and dividend income 12,753
The Whiteheads’ taxable pension income 70,998
lowa farm rental income 67,235
Federal AGI $159,617
Federal tax paid 21,175
lowa taxes paid on farm rental income 3,159

lowa determines the state tax liability on a nonresident by first computing tax on all income of the
nonresident from whatever source derived. The resulting amount is multiplied by a percentage equal to
the taxpayers in-state sources of income divided by total sources of income. For the Whiteheads, lowa
alows the taxpayers to exclude $12,000 of their Illinois pension income. This, in effect, reduces the amount
of taxes due to lowa and results in an allowable credit available to the taxpayers. The Whiteheads' first
computation of their allowable credit was $1,927 on the double-taxed farm rental income from lowa.
However, a large portion of the taxpayers 2009 income came from nontaxable pensions in Illinois. Since
[llinois does not tax pension income, no credit is given for the lowa tax paid on the Whitehead's pension
income. This reduces the alowable Schedule CR credit from an initia determination of $1,927 to an
adjusted allowable amount of $1,164.

[llinois Pub. 111, Illinois Schedule CR for Individuals, provides the details and explanation for the correct
computation of allowable credits for double-taxed income on Schedule CR. It has been the lllinois policy to prevent
this credit in situations where an Illinois employee works for an Illinois-based business but may also work in other
states and therefore has income and withholding allocated to these states. During 2009, Illinois statutorily changed the
method by which the credit is calculated. As aresult, ataxpayer would not have atax credit for taxes paid to other
states and would be subject to double taxation.
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RESIDENCY ISSUES

The June 2010 issue of Tax Trends,? the I1linois State Bar Association’s newsl etter on state and local taxation, saysthat
IDOR hasfocused considerabl e attention in recent years on wealthy former residents who now claim to be residents of
another state. Often, these former residents maintain ties with Illinois through ownership of a home or businessin
Ilinois or through a spouse who continuesto live in Illinois. The article cautions that persons who believe they are no
longer lllinois residents may still be considered residentsfor Illinoisincome tax purposes.

Under Illinoislaw, theterm resident includes an individual whoiis:
* Inlllinoisfor other than atemporary or transitory purpose, or
« Domiciled in lllinois but absent for atemporary or transitory purpose.®

Domicileisgenerally defined asan individual’s permanent home.* Thereis apresumption of residencein Illinoisif an
individual spends more than nine months of any taxable year in lllinois. An individual who is absent from Illinois for
one year or more is presumed to be a nonresident of Illinois.> Proof of residence or nonresidence depends on the
circumstances of each case. Evidence that the taxpayer may submit to IDOR for consideration includesthe following.

» \oter registration

»  Automobile or driver's license registration

» Anincometax return filed as aresident of another state
»  Home ownership or rental agreements

»  Club and/or organization memberships

+  Telephone and/or utility records’

An individual who believes that they are a nonresident of Illinois should file a return for any taxable year in which
they are presumed by the Illinois regulations to be a resident. Such a return enables the individual to avoid possible
penatiesimposed for failureto fileif it islater determined that they were an lllinois resident for the taxable year. The
return should be marked as a nonresident return. A signed statement should accompany the return indicating which
presumption of residence theindividua was subject to and detailing the reasonsthat the individual believesthey were
anonresident for the taxable year.’

Ilinois Sate Bar Association Home Page. Dorner, David. June 2010. Illinois State Bar Association. [www.isba.org/sections/statel ocaltax/
newsletter/2010/06/imanonresidentofil linoismaybe] Accessed on July 26, 2010.

3 35LCS 1501(8)(20).

4 86 11I. Admin. Code 100.3020(d).

5 86 11l. Admin. Code 100.3020(f).

& 86 1Il. Admin. Code 100.3020(g)(1).
7 86 11l. Admin. Code 100.3020(g)(2).
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Partnerships, including limited liability companies (LLC) taxed as partnerships, are required to file Form IL-1065,
Partnership Replacement Tax Return, to report their annual financial information from doing business in Illinais.
While partnership incomeis not taxed for federal purposes, partnerships must pay an Illinois replacement tax of 1.5%
on base income.

An LLC is a state-created business entity. Federal law allows an LLC to determine whether it wants to be taxed as a
sole proprietorship, partnership, C corporation, or S corporation. The state of 11linoisimposestax on the LLC based on
thefederal election. Thelllinois Limited Liability Company Act (LLCA) wasinitiated on January 1, 1994. The office
of the Secretary of State administers LLCsin the state of Illinois.

Illinois partnerships and Illinois S corporations are similar in that the starting point for each entity is federal taxable
income with required add-backs and subtractions. Neither entity normally pays federal tax, but both Illinois entities
can pay up to 1.5% of baseincomefor Illinoistax.

Illinois allows a deduction for personal service income or a reasonable allowance for compensation of partners
(line 26 of Step 5 of the IL-1065). However, this does not mean a taxpayer can zero out all income of the
partnership. The partnership can deduct the greater of areasonable allowance for partner compensation or personal
serviceincome. Personal service incomeis “earned income” as it was defined in the now-repealed IRC 81348(b)(1).
Income from rents, interest, and dividendsis either passive or portfolio income, and by this definition, not earned income
subtracted as reasonable compensation.

Observation. In July 2009, Illinois partners received quite a scare when atax bill was adopted by the state
that modified the definition of partnership income by terminating the deduction for the greater of personal
service income or areasonable allowance for partner’s compensation. This change was dlated to take effect
on January 1, 2010. However, intense lobbying by the Illinois CPA Society and other organizations led to a
repeal of thislegidation.

The lllinois replacement tax is computed beginning with the ordinary income or loss reported on federal Form 1065,
Schedule K. Items such as rental income (or loss), portfolio income, IRC 81231 gain or loss, and any other income
items are added to arrive at ordinary income or 10ss.

The partnership subtractions include charitable contributions, IRC 8179 expense election, investment interest
expense, and all other items of expense not deducted in the computation of federal partnership income.

Note. Illinois partnerships can deduct payments made on behalf of partners to IRAs, Keogh Plans, SEP, or
SIMPLE plans.

Partnerships wholly domiciled in Illinois can obtain an annual maximum $1,000 exemption in arriving at taxable
income. For multi-state partnerships, the exemption is calculated by multiplying $1,000 by a fraction, the numerator
of whichislllinois base income and the denominator of which istotal baseincome.

Note. Illinois corporations do not receive the benefit of this $1,000 standard deduction.

[linois partnerships with net loss deductions (NLD) can only carry forward excess losses for 12 years. For tax years
beginning in 2004, any NLD isrequired to be carried forward and can no longer be carried back. A partnership with a
NLD carryforward is required to attach Schedule NLD, Net Loss Deduction, to reflect the loss carryforward to the
current-year tax return.
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Form IL-1065 is due on the 15th day of the fourth month following the close of the partnership’s tax year. An automatic
extension piggybackswith the 6-month federal extension requested on Form 7004, Application for Automatic Extension of
Timeto File Certain Business Income Tax, Information, and Other Returns. Illinois grants an automatic 7-month extension
if afedera extension is granted. Illinois partnerships do not need to file Form 1L-505-B, Automatic Extension Payment,
unless areplacement tax liability is anticipated.

Note. Practitioners are becoming more aware of the need to timely extend the filing date for federal income
tax purposes for both partnerships and S corporations. There is currently a federal penalty of $195 (versus
$89 in 2009) per month per shareholder/partner for failure to timely file atax return. The federal extension
covers and extends thefiling date for Illinois partnerships and S corporations.

An lllinois partnership must furnish an Illinois Schedule K-1-P, Partner’s or Shareholder*s Share of Income,
Deductions, Credits and Recapture, to each partner. Thisscheduleis prepared at the partnership level for each partner.
It reports each partner’s respective share of income and deductions claimed on the partnership’s federal and state
income tax returns. It also provides other information necessary for preparing the partners’ individual income tax
returns. The schedules are not filed with either the Illinois partnership tax return or the Illinois partner’s personal
income tax return. The Illinois partnership files a Schedule B, Partner’s or Shareholder’s Identification, that lists all
partners and their identification numbers.

NEW WITHHOLDING REQUIREMENT FOR PASS-THROUGH ENTITIES

I1linois has experienced a major compliance problem with nonresident partners, S corporation shareholders, and
beneficiaries of Illinois entities. When cross-checking out-of-state partners, 11linois found the majority never filed
[llinois income tax returns to report their distributive share of pass-through entity income. IDOR termed this major
revenue shortfall as“widespread ignorance and deliberate disregard of the lllinois law.”

Consequently, the lllinois General Assembly enacted laws requiring most 111inois-based pass-through entitiesto remit
payments to IDOR on behalf of their nonresident partners, S corporation shareholders, and trust/estate beneficiaries.
The law change became effective for years beginning after December 31, 2008. This change makes it easier for out-
of-state partners to pay their share of Illinoistax on their distributive share of 1llinoisincome.

Targeted entities are now required to compute and remit any Illinois tax due on apportioned Illinois business income
on behalf of their nonresident partners, shareholders, and beneficiaries. The nonresident taxpayers receive a
corresponding credit for the amount of tax paid on their behalf.

If the tax paid on behalf of a nonresident individual partner, shareholder, or beneficiary covers the resulting tax
liability for the distributive share of Illinois income, the nonresident individual taxpayer is not required to file an
Illincisincometax return. However, nonresident nonindividual taxpayers and shareholders must still file an lllinois
tax return.

Only Illinois business income is subject to pass-through entity payments. Nonbusiness income such as interest and
dividend payments is not subject to these rules. Business income includes passive income for operating rental real
estate operations as defined by the IRS. The only exclusions from the defined business income are income amounts
clearly classifiable as nonbusinessincome.
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Those affected pass-through entities, partnerships, S corporations, and trusts with nonexempt, nonresident owners
must do the following:

*  File Form IL-1000, Pass-Through Entity Payment Income Tax Return
» Determine and remit the required tax payment on behalf of the nonresident individuals

* Prepare Schedule K-1-P, Partner’s or Shareholder’s Share of Income, Deductions, Credits, and Recapture,
or Schedule K-1-T, Beneficiary's Share of Income and Deductions, to notify the affected individua
nonresident owners of the amount of pass-through entity payments made on their behalf

All Illinois tax forms, except the Form IL-990-T, Exempt Organization Income and Replacement Tax Return, were
revised to accommodate the pass-through payment. In effect, the payment has been treated asa “forced” distribution
to nonresident individuals by the entity and is treated as a distribution for tax purposes.

Note. State law may require a corporation to pay or withhold state income tax on behalf of some
shareholders. These laws are disregarded in determining whether all stock has equal rights to distributions.
Therefore, this does not constitute a second class of stock that could cause a corporation to lose its
S corporation status.®

Example 4. R. Rogers and Sons Development, LLC, operates in central 1llinois. The members of thisLLC
are R. Rogers, who has a 50% interest; his son, R. Rogers Jr., who has a 25% interest; and his son Bill, who
has the remaining 25% interest. The LLC isrequired to file federal and Illinois partnership tax returns.

Bill livesin Colorado and the partnership isrequired to pay his share of Illinoisindividua income tax on his
distributive share of income from the LLC. This counts as a distribution for Bill. Therefore, he is not
required to file an lllinois income tax return.

The LLC had two classes of income:

* Netincome from itsland development and home construction business for 2009 was $62,000. This
has always been considered active trade or business income by the LLC, and the members of the
LLC have paid both regular income and self-employment (SE) tax on these earnings.

* During dow periods for lot development and home sales, the company focused on building
residential apartment units for rent on its property. As a result of their efforts, the LLC built up an
extensive rental operation. In 2009, the net rental income for tax purposes was $128,500.

All income and expense was properly reflected for both federal and Illinois tax purposes. The question
facing the tax practitioner is how much partnership income, if any, can be excluded from Illinois
replacement tax on line 26 — Personal service income or reasonable allowance for compensation.
Undoubtedly, the tax preparer can properly exclude as reasonable compensation the income subject to SE
tax (the earnings from the development operations). The issue now becomes the treatment of the passive
rental income from the LLC apartment units. A conservative approach is to treat the passive earnings as
nonpersonal service income with no reasonable alowance for compensation, and thereby take no deduction
for thisincome on the lllinois partnership tax return.

8 Treas. Reg. §1.136-1(1)(2)(ii)
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For Example 4

lllinois Department of Revenue -I
r 2009 pForm IL-1065 AT

Partnership Replacement Tax Return

Due on or before the 15th day of the 4th month following the close of the tax year.

If this return is not for calendar year 2009, write your fiscal tax year here. Write the amount you are paying.
Taxyearbeginning____ /  ,2009,ending____ [/  /20_ __ $ 1,913.00
Step 1: Identify your partnership
A Write your business name and mailing address. F  Write your federal employer identification no. (FEIN).
If you have an address change, or this is a first return, check this box.  [] 3 7.1 6 6 6 6 6 6
R. ROGERS AND SONS DEVELOPMENT LL
Name OGERS SONS o c G [ Check the box if you are a member of a
unitary business group, and write the FEIN of
oo the member filing the Schedule UB, Combined

10 VETERANS PARKWAY Apportionment for Unitary Business Groups.

Mailing address S —

NORMAL IL 61761 H Write the state and zip code where your

City State zIP accounting records are kept. (Use the two-letter
postal abbreviation, e.g., IL, GA, etc.)

B Check the box if one of the following apply.
[ first return [ final return (If final, write the date. ___/__/ Sate Zp

C If this is a final return because you sold this business, write | If you are making the business income election to
thedatesold / / and the new owner's FEIN. treat all nonbusiness income as business income,

T check here and write “0” on Lines 37 and 45. []

J Check if you are making an IRC § 761 election.
D Special Apportionment Formulas. If you use a special apportionment formula, ¥ 9 § D

check the appropriate box and see Special Apportionment Formula instructions. K If you have completed the following federal forms,
[ Financial organizations [] Transportation companies check the box and attach them to this return.
) [] Federal Form 8886  [] Federal Sch. M-3
E Check if you are classified as an investment partnership.  []

Step 2: Figure your ordinary income or loss

+w 1 Ordinary income or loss, or equivalent from federal Schedule K. 1 62,000 .00
§ 2 Net income or loss from all rental real estate activities. 2 128,500 .00
E’ 3 Net income or loss from other rental activities. 3 «00
§ 4 Portfolio income or loss. 4 «00
E‘ 5 Net IRC Section 1231 gain or loss from involuntary conversions due to casualty and theft. 5 «00
;é 6 All other items of income or loss that were not included in the computation

L of income or loss on Page 1 of U.S. Form 1065 or 1065-B. See instructions.

Identify: 6 «00

7 Add Lines 1 through 6. This is your ordinary income or loss. 7 190,500.00

Step 3: Figure your unmodified base income or loss

8 Charitable contributions. 8_ .00
9 Expense deduction under IRC Section 179. 9 W00
10 Interest on investment indebtedness. 10 00

11 All other items of expense that were not deducted in the computation
of ordinary income or loss on Page 1 of U.S. Form 1065 or 1065-B. See instructions.

Identify: 1 «00
12 Add Lines 8 through 11. 12 0,00
13 Subtract Line 12 from Line 7. This amount is your total unmodified base income or loss. 13 190,500 .00
L NS DR
IL-1065 (R-12/09) Page 1 of 4
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For Example 4

r

14 Write your unmodified base income from Line 13. 14 190,500 .00
Step 4: Figure your income or loss
15 State, municipal, and other interest income excluded from Line 14. 15 «00
16 lllinois replacement tax deducted in arriving at Line 14. 16 «00
17 lllinois Special Depreciation addition. Attach Form IL-4562. 17 00
18 Related-party expenses addition. Attach Schedule 80/20. 18 «00
19 Distributive share of additions. Attach Schedule K-1-P or K-1-T. 19 «00
20 Guaranteed payments to partners from U.S. Form 1065. 20 «00
21 The amount of loss distributable to a partner subject to replacement tax. Attach Schedule B. 21 «00
22 Other additions. Attach lllinois Schedule M (for businesses). 22 «00
23 Add Lines 14 through 22. This amount is your income or loss. 23 190.500 .00
Step 5: Figure your lllinois base income or net loss

24 Interest income from U.S. Treasury obligations or other exempt federal obligations. 24 «00
25 August 1,1969, valuation limitation amount. Attach Schedule F. 25 «00
26 Personal service income or reasonable allowance for compensation of partners. 26 62,000 ,00
27 Share of income distributable to a partner subject to replacement tax. Attach Schedule B. 27 «00
28 Expenses incurred in producing certain federally tax-exempt income or federal credits. 28 «00
29 Enterprise Zone or River Edge Redevelopment Zone

Dividend subtraction. Attach Schedule 1299-A. 29 «00
30 High Impact Business Dividend subtraction. Attach Schedule 1299-A. 30 «00
31 llinois Special Depreciation subtraction. Attach Form IL-4562. 3 «00
32 Related-party expenses subtraction. Attach Schedule 80/20. 32 «00
33 Distributive share of subtractions. Attach Schedule K-1-P or K-1-T. 33 00
34 Other subtractions. Attach Schedule M (for businesses). 34 «00
35 Total subtractions. Add Lines 24 through 34. 35 62,000 +00
36 Base income or net loss. Subtract Line 35 from Line 23. 36 128,500 .00

@ If the amount on Line 36 is derived inside and outside lllinois, complete Step 6; otherwise go to Step 7.

Step 6: Figure your income allocable to lllinois

37
38
39
40
41
42
43
44
45
46
47

L

Nonbusiness income or loss. Attach Schedule NB.
Non-unitary partnership business income or loss included in Line 36.
Add Lines 37 and 38.

Business income or loss. Subtract Line 39 from Line 36.

Total sales everywhere. This amount cannot be negative. a1
Total sales inside lllinois. This amount cannot be negative. 42
Apportionment factor. Divide Line 42 by Line 41 (carry to six decimal places). 43 .

5B

Business income or loss apportionable to lllinois. Multiply Line 40 by Line 43.
MNonbusiness income or loss allocable to lllinois. Attach Schedule NB.
Non-unitary partnership business income or loss apportionable to lllinois.

Base income or net loss allocable to lllinois. Add Lines 44 through 46.

AN

37 «00
38 «00
39 «00
40 «00

46

+00
45 «00
«00
47 «00

IL-1065 (R-12/09) J
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r

Step 7: Figure your net income

48

Base income or net loss from Step 5, Line 36, or Step 6, Line 47.

1

48 128,500 .00

49 Illinois net loss deduction. Attach Schedule NLD.

If Line 48 is zero or a negative amount, write “0”. 49 0.00
50 Income after NLD. Subtract Line 49 from Line 48. 50 128,500 .00
51 Write the amount from Step 5, Line 36. 51 128,500 .00

52
53
54

Divide Line 48 by Line 51. (This figure cannot be greater than “1”.)
Exemption allowance. Multiply Line 52 by $1,000. (Short-year filers, see instructions.)

Net income. Subtract Line 53 from Line 50.

52_1 . 000000
53 1,000 .00

54 127,500 .00

Step 8: Figure your net replacement tax

55 Write the amount from Line 54. 55 127,500 .00
56 Replacement tax. Multiply Line 55 by 1.5% (.015). 56 1,913.00
57 Recapture of investment credits. Attach Schedule 4255. 57 «00
58 Replacement tax before investment credits. Add Lines 56 and 57. 58 1,913 .00
59 Investment credits. Attach Form IL-477. 59 +00
60 Net replacement tax. Subtract Line 59 from Line 58. Write “0” if this is a negative amount. 60 1,913 .00
Step 9: Figure your refund or balance due

61 Payments

a Credit from 2008 overpayment. a «00

b Form IL-505-B (extension) payment. b «00

¢ Pass-through entity payments. Attach Schedule K-1-P or K-1-T. c «00
62 Total payments. Add Lines 61a through 61c. 62 «00
63 Overpayment. If Line 62 is greater than Line 60, subtract Line 60 from Line 62. 63 .
64 Amount to be credited to 2010. 64 «00
65 Refund. Subtract Line 64 from Line 63. This is the amount to be refunded. 65 .o
66 Tax Due. If Line 60 is greater than Line 62, subtract Line 62 from Line 60.

This is the amount you owe. 66 1,913,

P> Make your check payable to “lllinois Department of Revenue” and attach to the first page of this form. 4
%’ Write the amount of your payment on the top of Page 1 in the space provided.

Step 10: Sign here

Under penalties of perjury, | state that | have examined this return and, to the best of my knowledge, it is true, correct, and complete.

( )

Signature of partner Date Title Phone
—
Signature of preparer Date Preparer's Social Security number or firm's FEIN

( )

Preparer firm's name (or yours, if self-employed) Address

FPhone

P Mail this return to: Illinois Department of Revenue, P.O. Box 19031, Springfield, IL 62794-9031 <«

This form is authorized as outlined by the lllincis Income Tax Act, Disclosure of this information is REQUIRED. Failure to provide information could

result in a penalty. This form has been approved by the Forms Management Center. IL-452-0073 | ﬁ P 304
age

L

IL-1065 (R-12/09)
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For Example 4
r llinois Department of Revenue ATV Yearendging ]
Schedule B ot
Partners’ or Shareholders’ Identification
Attach to your Form IL-1065 or Form IL-1120-ST IL Attachment no. 1
Write your name as shown on your Form IL-1065 or Form IL-1120-ST. Write your federal employer identification number (FEIN).
R. ROGERS AND SONS DEVELOPMENT, LLC 3 7.1 6 6 6 6 6 6

Step 1: Provide the following information

1 Write the amount of base income or net loss from your Form IL-1065 or Form IL-1120-ST, Line 48. 1 128,500.00
2  Write the apportionment factor from your Form IL-1065 or Form IL-1120-ST, Line 43. 2 1.000000

Step 2: Identify your partners or shareholders. Attach additional sheets if necessary.

A B C D E F G
Total amount of Member Pass-through Excluded from
Partner or base income (loss)  subject to lllinois entity payment pass-through
Shareholder type distributable replacement tax amount entity payments
Mame and Address SSNorFEIN  (See instructions.) (See instr.) (See instr.) (See instr.) (See instr.)
1 R. ROGERS
PO BOX
NORMAL., IL 61761
333-33-3333 | 95,250.00 [ ] R
2 R.ROGERS.R
PO BOX
NORMAL, IL 61761
344-44-4444 [ 47,625.00 [] R
3 BILLROGERS
PO BOX
BOULDER.CO 77777
466-66-6666 I 47,625.00 [] 1,429.00
4
]
5
]
6
]

7 Add the amounts shown in Column D for partners or
shareholders for which you have entered a check mark
in Column E. Write the total here. (See instructions.) 7

L Page 4 of 4 Schedule B (R-12/09)
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I_ lllinois Department of Revenue  Partner’s or Shareholder’s Year ending -I
Share of Income, Deductions,
SChEd u Ie K'1 'P Credits, and Recapture 12 2009
To be completed by partnerships filing Form IL-1065 or S corporations filing Form IL-1120-ST Month  Year
Partners and Shareholders receiving Schedule K-1-P should attach this to their lllinois tax return. IL Attachment No. 10

Step 1: Identify your partnership or S corporation

1 Check your business type (Xl partnership [ S corporation 3 3 7 .1 6 6 6 6 6 6
Write your federal employer identification number (FEIN).

2 R. ROGERS AND SONS DEVELOPMENT, LLC 4 Write the apportionment factor from Form IL-1065, Line 42 or Form

Write your name as shown on your Form IL-1065 or Form IL-1120-ST. IL-1 120-ST, Line 43. Othen'vise, write “1” 1 .000000
Step 2: Identify your partner or shareholder

5 BILL ROGERS 7 466-66-6666
Name Social Security number or FEIN

6 PO BOX 8 25
Mailing address Share (%)
BOULDER co 77777 9 Check the appropriate box
City State B X individual O corporation O trust

O partnership 0 S corporation [0 estate

Step 3: Figure your partner’s or shareholder’s share of ygur nonbusiness incom;.-

Member’s share Nonresident member’s
(see instructions) share allocable to lllinois

10 Interest 10

11 Dividends 1

12 Rental income 12

13 Patent royalties 13

14 Copyright royalties 14

15 Other royalty income 15

16 Capital gain or loss from real property 16

17 Capital gain or loss from tangible personal property 17

18 Capital gain or loss from intangible personal property 18

19 Other income and expense 19

Specify

Step 4: Figure your partner’s or shareholder’s share of your business income (loss)
B

A
Member’s share
from U.S. Schedule K-1, Nonresident member's
less nonbusiness income share apportioned to lllinois

20 Ordinary income (loss) from trade or business activity 20 15,500.00 15,500.00
21 Net income (loss) from rental real estate activities 21 32,125.00 32,125.00
22 Net income (loss) from other rental activities 22

23 Interest 23

24 Dividends 24

25 Royalties 25

26 Net short-term capital gain (loss) 26

27 Net long-term capital gain (loss). (Total for year) 27

28 Unrecaptured Section 1250 gain 28

29 Guaranteed payments to partner (U.S. Form 1065 only) 29

30 Net Section 1231 gain (loss) (other than casualty or theft) 30

31 Other income and expense 31

Specify
This form is authorized as outlined by the lllingis Income
Tax Act, Disclosure of this information is REQUIRED.
> LT el

Schedule K-1-P front (R-12/09) Y] enter. IL-452-3873 _I
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Step 5: Figure your partner’s or shareholder’s share of lllinois additions and subtractions
A B

Nonresident member's

Member's share from share apportioned or
Additions Form IL-1065 or IL-1120-ST allocated to lllinois
32 Federally tax-exempt interest income 32
33 lllinois replacement tax deducted 33
34 lllinois Special Depreciation addition 34
35 Related-Party Expenses addition 35
36 Distributive share of additions 36
37 Other additions (from lllinois Schedule M for businesses) 37

Subtractions
38 a Interest from U.S. Treasury obligations (business income) 38a
b Interest from U.S. Treasury obligations (nonbusiness income) 38b

39 Certain federally-disallowed deductions 39
40 Enterprise Zone or River Edge Redevelopment Zone

Dividend subtraction 40
41 High Impact Business Dividend subtraction 1M
42 Contribution subtraction (Form IL-1120-ST filers only) 42

43 Interest subtraction - Enterprise Zones or River Edge
Redevelopment Zone (Form IL-1120-ST financial

organizations only) 43
44 |Interest subtraction - High Impact Business within a Foreign

Trade Zone (Form IL-1120-ST financial organizations only) 44
45 lllinois Special Depreciation subtraction 45
46 Related-Party Expenses subtraction 46
47 Distributive share of subtractions 47
48 Other subtractions (from lllincis Schedule M for businesses) 48

Step 6: Figure your partner’s or shareholder’s (except a corporate partner or shareholder)
share of your lllinois August 1, 1969, appreciation amounts

Member's share Nonresident member's
from lllinois Schedule F share apportioned or
(Form IL-1065 or IL-1120-ST) allocated to lllinois
49 Section 1245 and 1250 gain 49
50 Section 1231 gain 50
51 Section 1231 gain less casualty and theft gain (See instructions.) 51
52 Capital gain 52
Step 7: Figure your partner’s or shareholder’s share of your lllinois credits and recapture and
pass-through entity payments A
Member’s or nonresident member’s

53 lllinois credits share from lllinois tax return

a Film Production Services Tax Credit 53a

b Enterprise Zone or River Edge Redevelopment Zone

Investment Credit 53b
¢ Tax Credit for Affordable Housing Donations 53c
d Economic Development for a Growing Economy
(EDGE) Tax Credit 53d

e Research & Development Tax Credit 53e

f Ex-felons Jobs Credit 53f

g Veterans Jobs Credit 53g

h Student-Assistance Contribution Credit 53h

i Replacement Tax Investment Credits (See instructions.) 53i

54 Recapture
a Enterprise Zone or River Edge Redevelopment Zone

Investment Credit recapture 54a
b Replacement Tax Investment Credit recapture 54b

55 a Pass-through entity payment (See instructions.) 55a 1,429.00
b Composite return payment (See instructions.) 55b

AT St Pk (3259 )
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2009 Form IL-1000 income Tax Return

r @ lllinois Department of Revenue Pass-through Entity Payment -I

If this return is not for calendar year 2009, write your fiscal tax year here. Write the amount you are paying
Taxyearbeginning ____ /  ,2009,ending ____ / /20 $ 1,429.00
Read this information first:
You must file Form IL-1000 if the following apply to you: If you are an investment partnership as defined in the lllinois
 you are a subchapter S corporation, partnership, or a fiduciary Income Tax Act, Section 1501(a)(11.5), you should not file Form
with an lllinois filing obligation, and IL-1000.
* you have business income distributable to lllinois nonresident
gartne"r-s‘ %Zaa%h(i:?e'?" ((’3' benefi_cialries who aLIeFTOl Iincluded ?l_" ZNote= Do not file Form IL-1000 if all of your nonresident
th:lnm _c:r -C, llinois Composite Income and Replacement Tax o riners, shareholders, and beneficiaries:
* you have business income distributable to lllinois nonresident + are l'ncluded O'T a Form IL-1023-C,
pariners, shareholders, or beneficiaries who have not provided * provided you with Form 1000-E, or

you with Form 1000-E, Certificate of Exemption for Pass-through * are exempt organizations.
Entity Payments.

Step 1: Identify your partnership, S corporation, or trust

A Write your business name and mailing address.
Check the box if your address has changed or is different than B Write your federal employer identification number (FEIN).
the mailing address on your Form IL-1120-ST or IL-1065, or if this 3 7.1 6 6 6 6 6 6 555
is your first return. -
R. ROGERS AND SONS DEVELOPMENT, LLC

Name of organization C Check your entity type:

10 VETERANS PARKWAY X Partnership  []S corporation ] Trust
Mailing address

NORMAL IL 61761

City State zIP

Step 2: Figure your payment amount

1 Write your total amount of business income apportioned to lllinois (cannot be less than zero). 1 190,500 .00
Lines 2 through 5, write the amount of lllinois business income that is distributable
to nonresident partners, shareholders, or beneficiaries. (See instructions.)

2 Nonresident individuals and estates share of the amount on Line 1 = 47,625 x 03 = 2 1,429 .00
3 Partnerships/S corporations share of the amount on Line 1 = x.015 = 3 «00
4 Nonresident trusts share of the amount on Line 1 = x.045 = 4 «00
5 Corporations share of the amount on Line 1 = x.073 = 5 «00
6 Add Lines 2 through 5. 6 1,429.,00
7 Write any pass-through entity payment reported to you on Schedule K-1-P or K-1-T that you

choose to apply toward your pass-through entity payment obligations. Attach Schedules K-1-P and K-1-T. 7 .00
8 Subtract Line 7 from Line 6. This is your pass-through entity payment amount. 8 1,429 .00

Under penalties of perjury, | state that | have examined this return and, to the best of my knowledge, it is true, correct, and complete.

! ( |

Signature of partner, authorized officer, or fiduciary Date Title Phone

Signature of preparer Date Preparer's Social Security number or firm's FEIN

Preparer firm's name (or yours, if seli-employed) Address Phone

P Mail this return to: lllinois Department of Revenue, P.O. Box 19017, Springfield, IL 62794-9017 <«

Ns DR QT

This form is authorized as outlined by the lilinois Income Tax Act. Disclosure of this information is REQUIRED. Failure to provide -~
I IL-1000 front (R-12/09) infarmation could result in a penalty. This form has been approved by the Forms Management Center. IL-492-0067 to

h Attach your payment here. ‘
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ILLINOIS CORPORATE INCOME TAX RETURNS (FORM IL-1120)

Illinois imposes a tax on corporations earning or receiving income in the state of Illinois. The tax is computed
on lllinois net income of a subchapter C corporation at a rate of 4.8% plus an additional 2.5% personal property
replacement tax. Illinois corporate income taxes were enacted as part of the lllinois Income Tax Act of 1969 and
became effective on August 1, 1969.

Illinois corporate tax returns are due on or before the 15th day of the third month following the close of the
corporation’stax year. If the corporation’s federal Form 1120, U.S. Corporate Income Tax Return, isfiled on afiscal-
year basis, an lllinois corporate tax return can also be filed on a fiscal-year basis. Illinois corporations no longer are
granted a $1,000 exemption amount, nor are they allowed an NOL carryback.

Corporations that file a federal extension on Form 7004 receive an automatic 6-month extension and are granted a
similar extension by Illinois. However, corporate taxpayers with an expected Illinoisincome tax liability need to file
IL-505-B, Automatic Extension Payment, and remit the expected balance due by the due date of the original tax return
in order to avoid late-payment penalties.

The computation of Illinois corporate income tax starts with the corporation’s federal taxableincome. Federal taxable
income is modified to produce “base income or loss’ and base income is then allocated and apportioned within and
without Illinoisto determine net income subject to tax.

INCOME MODIFICATIONS

A corporation’sfederal taxable income (or loss) must be modified to arrive at 1llinois base income or loss. While each
entity type (partnership, S corporation, and C corporation) is subject to unique modification requirements, the
following additions are common to al entities:

* Any state, municipal, and other interest income excluded from federal taxable income

» Any lllinoisincome and replacement tax deducted in arriving at federal taxable income

» Thetota of Illinois specia or bonus depreciation claimed on current year purchases of new equipment
Thefollowing subtractions are also common among all entities:

* U.S Treasury interest income and other exempt obligations of the federal government

»  Certain enterprise zone deductions

» Allowable depreciation subtractions for federal bonus depreciation claimed in an earlier year, and not fully
allowed as a deduction by Illinois

REPLACEMENT TAX INVESTMENT CREDIT (FORM IL-477)

Illinois has a replacement tax investment credit. It is available for both real and tangible property purchases if the
entity isqualified. lllinoistaxpayers can use Form IL-477, Replacement Tax Investment Credits, to claim the tax credit
for the purchase of both new and used assets. Qualified taxpayers include C corporations, S corporations,
partnerships, trusts, and exempt organizations.

Thetax credit is equal to 0.5% (.005) of the basis of the qualified property placed in service during the tax year. The
taxpayer must be “primarily engaged” in the business of manufacturing, retailing, or mining coal or fluorite. To
qualify as“ primarily engaged,” the taxpayer must devote at least 50% of its resourcesto one of these named activities.

In addition, another 0.5% investment tax credit applies to the same qualified property if the taxpayer increased its
Illinois base employment by 1% or more over its previous year’'s employment numbers. This extra credit is also
available to business entities that are new in lllinais.
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Qualified property must meet the following conditions:
*  The property must be tangible.
*  The property must be depreciable under IRC §167.
»  The property must have a useful life of four or more years as of the dateit is placed in servicein lllinois.
» Thetaxpayer must acquire the property in a purchase as defined by IRC §179(d).

»  The property must not have been previously used to produce an Enterprise Zone investment tax credit or
another replacement tax credit.

The properties (multiple properties can be listed on the Form IL-477) can be either new or used and may include
real property such as buildings, structural components of buildings, and even signs. However, land and real
property improvements such as landscaping, sewer lines, local access roads, fencing, and parking lots do not
qualify for the credit. Capital improvements made after the property is placed in service are considered qualified to
the extent the improvement increases the property’s adjusted basis and adds to the calculation for the tax credit.

Partners or S corporation shareholders that are subject to a replacement tax credit receive a pass-through tax credit
using Form IL-1065 or I1L-1120-ST. If the partners or S corporation shareholders are not subject to a replacement tax,
the investment tax credit is retained by the entity that created the credit.

Example 5. Eddi€'s Counter Top Sales, Inc., has operated as acalendar-year C corporation since August 1, 1980.
It filesan lllinois sales tax return each month. The company enjoys a good reputation for quality and service
and, asaresult, its sales have not suffered during the recent economic downturn. Federal taxable income for
the past year is $27,856 and the corporation paid $4,178 in federal income tax. The company bought
$225,000 of new equipment during the past year and claimed bonus depreciation of $112,500 on this
purchase plus regular depreciation of $16,071. This information is used as an adjustment when computing
the Illinois corporate tax return. The purpose is to curtail the impact of the bonus depreciation and also to
calculate the business investment tax credit on the equipment purchases.
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For Example 5
nors Department of Revenue NIRRT 1
2009 Form IL-1120
Corporation Income and Replacement Tax Return
Due on or before the 15th day of the 3rd month following the close of the tax year.
If this return is not for calendar year 2009, write your fiscal tax year here. Write the amount you are paying.
Tax yearbeginning___ /  ,2009,ending___ /  /20__ $ 8,573.00

Step 1: Provide the following business information

A Write your business name and mailing address. G Write your federal employer identification no. (FEIN).
If you have an address change, or this is a first return, check this box. D 3 7 9 9 9 9 9 9 9
Name: EDDIE'S COUNTER TOP SALES INC
Glo: H If you are a member of a group filing a federal

consolidated return, write the FEIN of the parent.

Mailing address: 5100 RANGE ROAD
City: BARRINGTON state: L ZIP: 60010

| Write the state and zip code where your
B Check the box if one of the following apply. accounting records are kept. (Use the two-letter

[0 first return [0 final return (If final, write the date __ /_ /) postal abbreviation, e.g., IL, GA, etc.)

C If this is a final return because you sold this business, write St
the date sold /___/____,andthe new owner’s FEIN.

Zip

J If you are making the business income election to
treat all nonbusiness income as business income,

D Check the box if your business is check here and write “0” on Lines 26 and 34. []
EI Combined return (unitary) D Foreign insurer K Check this box if you annualized your income on
E If you have completed the following federal forms, check the box and Form IL-2220.
attach them to this retum. L Check your method of accounting.

[0 Federal Form 8886 [ Federal Schedule M-3 [ cash Accrual  []Other

F Special Apportionment Formulas. If you use a special apportionment formula,

. . . . A M Check the box if you attached lllinois
mark the appropriate box and see Special Apportionment Formula instructions.

Schedule 1299-D, Income Tax Credits.  []

[0 Insurance companies [0 Financial organizations

D Transportation companies |:| Broadcasting companies N Write your lllinois corporate file (charter) number.

O Check the box if you are making a Discharge
of Indebtedness adjustment. O

Step 2: Figure your income or loss

+w 1 Federal taxable income from U.S. Form 1120, Line 30. Attach a copy of your federal return. 1 27,856 .00
g 2 Net operating loss deduction from U.S. Form 1120, Line 29a. This amount cannot be negative. 2 «00
g 3 State, municipal, and other interest income excluded from Line 1. 3 «00
£ 4 Illinois income and replacement tax deducted in arriving at Line 1. 4 8,573.00
3. 5 lllinois Special Depreciation addition. Attach Form IL-4562. 5 112,500.00
g 6 Related-party expenses additions. Attach Schedule 80/20. 6 «00
;_ 7 Distributive shares of additions. Attach Schedule K-1-P or K-1-T. 7 «00
8 Other additions. Attach Schedule M (for businesses). 8 «00
9 Add Lines 1 through 8. This amount is your income or loss. 9 148,929 .00

L 1L-1120 (R-12/09) NS DR Page 1 of 3
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For Example 5
r R —1
10 Write the amount of your income or loss from Line 9. 10 148,929 .00

Step 3: Figure your base income or loss

11 Federally-taxed refund of lllinois income and replacement tax. 1 «00
12 Interest income from U.S. Treasury and other exempt federal obligations. 12 «00
13 Enterprise Zone or River Edge Redevelopment Zone
Dividend subtraction. Attach Schedule 1299-B. 13 «00
14 Enterprise Zone or River Edge Redevelopment Zone
Interest subtraction. Attach Schedule 1299-B. 14 «00
15 High Impact Business Dividend subtraction. Attach Schedule 1299-B. 15 «00
16 High Impact Business Interest subtraction. Attach Schedule 1299-B. 16 «00
17 Contribution subtraction. Attach Schedule 1299-B. 17 «00
18 Contributions to certain job training projects (see instructions). 18 «00
19 Foreign Dividend subtraction. Attach Schedule J. 19 «00
20 lllinois Special Depreciation subtraction. Attach Form IL-4562. 20 16,071 .00
21 Related-party expenses subtraction. Attach Schedule 80/20. 21 «00
22 Distributive share of subtractions. Attach Schedule K-1-P or K-1-T. 22 «00
23 Other subtractions. Attach Schedule M (for businesses). 23 «00
24 Total subtractions. Add Lines 11 through 23. 24 16,071.00
25 Base income or net loss. Subtract Line 24 from Line 10. 25 132,858 .00

@ If the amount on Line 25 is derived inside and outside lllinois, complete Step 4; otherwise go to Step 5.

Step 4: Figure your income allocable to lllinois

26 Nonbusiness income or loss. Attach Schedule NB. 26 «00
27 Trusts, estates, and non-unitary partnership business

income or loss included in Line 25. 27 «00
28 Add Lines 26 and 27. 28 «00
29 Business income or loss. Subtract Line 28 from Line 25. 29 +00
30 Total sales everywhere. This amount cannot be negative. 30
31 Total sales inside lllinois. This amount cannot be negative. 3

32 Apportionment Factor. Divide Line 31 by Line 30 (carry to six decimal places). 32 .«

33 Business income or loss apportionable to lllinois. Multiply Line 29 by Line 32. 33 «00
34 Nonbusiness income or loss allocable to lllinois. Attach Schedule NB. 34 «00
35 Trusts, estates, and non-unitary partnership business income or loss apportionable to lllinois. 35 «00
36 Base income or net loss allocable to lllinois. Add Lines 33 through 35. 36 «00

Step 5: Figure your net income

37 Base income or net loss from Step 3, Line 25, or Step 4, Line 36. 37 132,858 .00
38 Discharge of Indebtedness adjustment. See instructions. 38 «00
39 Adjusted base income or net loss. Add Lines 37 and 38. See instructions. 39 132,858.00
40 lllinois net loss deduction. Attach Schedule NLD or UB/NLD.

If Line 39 is zero or a negative amount, write “0." 40 «00
41 Net income. Subtract Line 40 from Line 39. 41 132,858 .00

L Page 2 of 3 IL-1120 (R-12/09)
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r

ERVR M i

Step 6: Figure your net replacement tax

42 Replacement tax. Multiply Line 41 by 2.5% (.025). 42 3,321 .00
43 Recapture of investment credits. Attach Schedule 4255. 43 «00
44 Replacement tax before credits. Add Lines 42 and 43. 44 3,321 ,00
45 Investment credits. Attach Form IL-477. 45 1,125 ,00
46 Net replacement tax. Subtract Line 45 from Line 44. If the amount is negative, write “0". 46 2,196 ,00
Step 7: Figure your net income tax
47 Income tax. Multiply Line 41 by 4.8% (.048). 47 6,377 .00
48 Recapture of investment credits. Attach Schedule 4255. 48 «00
49 Income tax before credits. Add Lines 47 and 48. 49 6,377 00
50 Income tax credits. Attach Schedule 1299-D. 50 «00
51 Net income tax. Subtract Line 50 from Line 49. If the amount is negative, write “0”. 51 6,377 400
Step 8: Figure your refund or balance due
52 Net replacement tax from Line 46. 52 2,196 +00
53 Net income tax from Line 51. 53 6,377 .00
54 Total net income and replacement taxes. Add Lines 52 and 53. 54 8,573 .00
55 Underpayment of estimated tax penalty from Form IL-2220 (see instructions). 55 .-
56 Total tax and penalty. Add Lines 54 and 55. 56 8,573 .00
57 Payments.
a Credit from 2008 overpayment. 57a «00
b Total estimated payments. 57b «00
¢ Form IL-505-B (extension) payment. 57c «00
d Pass-through entity payments. Attach Schedule K-1-P or K-1-T. 57d «00
e Gambling Withholding. Attach Form W-2G. 57e «00
58 Total payments. Add Lines 57a through 57e. 58 «00
59 Overpayment. If Line 58 is greater than Line 56, subtract Line 56 from Line 58. 59 .-
60 Amount to be credited to 2010. 60 «00
61 Refund. Subtract Line 60 from Line 59. This is the amount to be refunded. 61 .-
62 Tax due. If Line 56 is greater than Line 58, subtract Line 58 from Line 56.
This is the amount you owe. 62 8,573.
PMake losﬁchl;leck payable to “lllinois Department of Revenue” and attach to the first page of this form <«
= 4! Note—

S———Note= Write the amount of your payment on the top of Page 1 in the space provided.

Step 9: Sign here
Under penalties of perjury, | state that | have examined this return and, to the best of my knowledge, it is true, correct, and complete.

A ( )

Signature of authorized officer Date Title Phone

Signature of preparer Date Preparer's Social Security number or firm's FEIN

(

Phone

Preparer firm's name (or yours, if self-employed) Address

P> Mail this return to: lllinois Department of Revenue, P.O. Box 19008, Springfield, IL 62794-9008 4

This form is authorized as outlined by the lllinois Income Tax Act. Disclosure of this infermation is REQUIRED. Failure 1o provide
information could result in a penalty. This form has been approved by the Forms ment Center. IL-452-0085 ﬂ Page 3 of 3
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For Example 5

r llinois Department of Revenue [l I U Tax year ending 1
IL-4562  special Depreciation 12 2000

For tax years ending on or after September 11, 2001. Month Year

Attach to your lllinois tax return. IL Attachment No. 11
Step 1: Provide the following information
EDDIE'S COUNTER TOP SALES INC 37-9999999
Write your name as shown on your return. Write your Social Security number (SSN) or

federal employer identification number (FEIN).

£Speclalivsis= You must read the instructions before completing Form IL-4562

Step 2: Figure your lllinois special depreciation addition

1 Write the total amount claimed as a special depreciation allowance on federal Form 4562, Depreciation
and Amortization, Line 14 or Line 25, for property acquired after September 10, 2001. 1 112,500.00

2 Individuals only: Write the total amount claimed as a special depreciation allowance from
federal Form 2106, Employee Business Expenses. 2

3 Last year of regular depreciation: Write the total amount of all lllinois depreciation
subtractions claimed on prior year IL-4562 forms, Step 3, Line 8, for this property. 3

4 Add Lines 1 through 3. This is your lllinois special depreciation addition. Write the total here and
see instructions for the list of lllinois form and line references to report this addition. 4 112,500.00

Step 3: Figure your lllinois depreciation subtraction

5a Write the portion of depreciation allowance claimed on federal Form 4562, Line 17, plus
Line 19, Column g, plus Line 26, Column h, only for property for which you reported an
addition modification for this tax year or any prior tax year on Form IL-4562, Step 2, Line 1,
for bonus depreciation equal to 30 percent of your basis in the property. 5a

b Individuals only: If you completed a federal Form 2106 for this tax year, write the portion
of any depreciation deductions included in Lines 4 and 38 for which you reported an
addition modification for this tax year or any prior tax year on Form IL-4562, Step 2, Line 2,

for bonus depreciation equal to 30 percent of your basis in the property. 5b
¢ Add Lines 5a and 5b. 5¢
6 Multiply Line 5¢ by 42.9% (0.429). 6

7a Write the portion of depreciation allowance claimed on federal Form 4562, Line 17, plus
Line 19, Column g, plus Line 26, Column h, only for property for which you reported an
addition modification for this tax year or any prior tax year on Form IL-4562, Step 2, Line 1,
for bonus depreciation equal to 50 percent of your basis in the property. 7a 16,071.00

b Individuals only: If you completed a federal Form 2106 for this tax year, write the portion
of any depreciation deductions included in Lines 4 and 38 only for property for which you
reported an addition modification for this tax year or any prior tax year on Form IL-4562,

Step 2, Line 2, for bonus depreciation equal to 50 percent of your basis in the property. 7b
¢ Add Lines 7a and 7b. 7c 16,071.00
d For tax years ending on or before December 31, 2005, multiply Line 7¢ by 42.9% (0.429).

For tax years ending after December 31, 2005, write the amount from Line 7c. 7d 16,071.00
8 Add Lines 6 and 7d. 8 16,071.00

9 Last year of regular depreciation: Write the lllinois special depreciation addition reported
on any prior year Form IL-4562, Step 2, Line 1 plus Line 2, for that asset. 9

10 Add Lines 8 and 9. This is your lllinois depreciation subtraction for this year. Write the total here and
see instructions for the list of lllinois form and line references to report this subtraction. 10 16,071.00

= Attach this form to your lllinois return. <=

This form is authorized as outlined by the linois Income Tax Act. Disclosure of this information is REQUIRED. Fallure to provide
IL-4562 (R-12/09) information could result in a penalty. This form has been approved by the Forms Management Center, -492-4328
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For Example 5

[ = tiois Department of Revenue T T
IL-477 Replacement Tax

12 2009
Attach to Form IL-1120, IL-1065, |pvestment Credits “Month  Year
IL-1120-ST, IL-1041, or IL-990-T. IL Attachment No. 18
Write your name as shown on your return. Write your federal employer identification number (FEIN).
EDDIE'S COUNTER TOP SALES INC 3 7.9 9 9 9 9 9 9

in service during the tax year.

A B c D E F G H
Date placed New  Business
Description of in service Useful or activity Location of use Basis Column G x .5% (.005)
qualified property Month Year life: used" (seeinst) (city or county)

1 aNEW EQUIPMENT _ 07,2009 7 N 2  BARRINGTON 225,000.00 1a 1,125.00

b I A 1b

c S A 1c

* If the property is used, write the abbreviation of the state in which the property was previously used.
2 Write the total of each Column G and H. 2 _ 225,000.00 1,125.00

3 If your business is new to lllinois, write the amount from Line 2, Column H, here and check
the box in Step 2. If your business is not new to lllinois, complete Step 2 to see if you qualify

for an additional credit based on increases in employment. 3
4 Write the distributive share of replacement tax investment credit from partnerships and S corporations. 4
5 Add Line 2, Column H, and Lines 3 and 4. This is your total replacement tax investment credit
from this year. 5 1,125.00
6 Multiply Line 5 by the percentage of total ownership in the partnership or S corporation attributable to
partners or shareholders subject to replacement tax (see instructions). 6
7 Subtract Line 6 from Line 5. 7 1,125.00
8 Write the amount of your credit carryforward from a previous year. 8
9 Add Lines 7 and 8. This is your total investment credit available to use this year. 9 1,125.00
10 Write your total replacement tax (see instructions). 10 3,321.00
11 Write the lesser of Line 9 or Line 10 here and on your return (see instructions). This is your
replacement tax investment credit to use this year. 11 1,125.00
12 Subtract Line 11 from Line 9 (cannot be less than zero). This is the amount of excess credit available
to be carried forward five years. 12 0.00
Step 2: Figure your base employment calculation worksheet
Note: If your business is new to lllinois, check this box. EI
You automatically qualify for the additional credit. Do not A B
complete Lines 13 through 19. See instructions for Step 1, Line 3. Month Current year Preceding year
13 Write as your “base employment” the “number of covered workers 1st
from Line 1 of lllinois Department of Employment Security Form 2nd
UI-3/40, Employer’s Contribution and Wage Report. Make 3rd
entries only for those months that you were taxed by lllinois. 4th
5th
6th
7th
8th
9th
10th
11th
12th
14 Write the total of each column. 14
15 Divide the amount on Line 14 by the number of months used in that column.
Round to six decimal places and write here. 15
16 Subtract Line 15, Column B, from Line 15, Column A and write the result here.
If the amount is positive, continue to Line 17.
If the amount is zero or negative, stop here. Write “0" on Line 3,
and continue to Line 4. You do not qualify for the additional credit. 16
17 Divide Line 16 by Line 15, Column B. Round to six decimal places and write here.
If the amount is .01 or larger, stop here and write the amount from Line 2, Column H,
on Line 3. If this amount is less than .01, continue to Line 18. 17
18 Multiply Line 17 by 50% (.50). Round to six decimal places and write here. 18
19 Multiply Line 2, Column G, by Line 18, and write here and on Line 3. 19
L @i e pEoUr D oo D oo Page 1014
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ILLINOIS S CORPORATION INCOME TAX RETURNS (FORM IL-1120-ST)

Quadlified small business corporations that conduct business in Illinois are required to file Form IL-1120-ST, Small
Business Corporation Replacement Tax Return, reporting net income or net loss as defined by the 11linois Income Tax
Act. The determination of Illinois base income is more complex than asimilar calculation for C corporations.

Thefiling date for Illinois S corporation returnsis the same asthe federal filing date. The returns are due on or before
the 15th day of the third month following the close of the S corporation’s tax year. Since most S corporations have a
calendar yearend, the usual due date is March 15. Illinois recognizes any federal extension that is granted. While
Illinois does not have an estimated tax requirement for S corporations, any tax due must be paid by the original filing
date. The tax is remitted using Form IL-505-B, Automatic Extension Payment. This allows the corporation to avoid
interest and pendlties.

INCOME ADJUSTMENTS

The lllinois S corporate return is more complex than the C corporate tax return. Illinois first adjusts the taxpayer’s
federal ordinary income or loss from Schedule K by adding any income from the following items separately stated on
Schedule K:

* Netincomeor lossfrom red estate renta activities
* Netincome or loss from other rental activities
» Portfolioincome or loss from lines 4 thru 8c

* Net gain or loss from the sale of property used in atrade or business and certain involuntary conversions
under IRC 81231 asdisclosed on line 9

»  Other income from line 10
Thefollowing separately-stated federa Schedule K subtr actions are made to reduce Ilinois base income:
»  Charitable contributions from line 12a
»  Expenses deducted under IRC 8179 from line 11
* Oil and gasdepletion
* Interest paid on investment indebtedness

INCOME MODIFICATIONS

After the Schedule K income additions and subtractions, the resulting income or loss must be modified as provided in
Steps 4 and 5 from page 2 of 1L-1120-ST. Step 4 provides for the following additions:

* Any state, municipal, and other interest income excluded from unmodified base income

» Illinois replacement tax deducted in arriving at unmodified base income

» Illinois special depreciation addition from Form IL-4562

* Thedistributive share of additions from Schedules K-1-P or K-I-T

»  The amount of loss distributable to a shareholder subject to replacement tax as noted on Schedule B

*  Any other additions from Illinois Schedule M for businesses
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Thefollowing subtractions further modify Illinois unmodified base income:
* Interest income from U.S. Treasury obligations or other exempt federal obligations

»  The share of income distributable to a shareholder subject to replacement tax

Note. Practitioners need to be careful asthisisnot a subtraction for the distributive share of income flowing
to anindividual shareholder because individuals are subject to an income tax only — not a replacement tax.

»  Expensesincurred in producing certain federally tax-exempt income or federal credits

» Various Enterprise Zone, River Development Zone, or high-impact business interest or dividend
subtractions as noted on Form 1299-A

» Illinois special depreciation subtractions from IL-Form 4562
* Thedistributive share of subtractions from Schedules K-1-P or K-1-T
»  Other subtractions from lllinois Schedule M for businesses

Example 6. Grady’'s Disaster Restoration Business, Inc., is an S corporation that operates in central Illinois
cleaning up after natural disastersin the area. Business has been good in recent months.

For the most recent calendar year, 2009, the S corporation realized a profit from operations of $280,000.
This amount is reported on Schedule K, line 1 of federal Form 1120-S. Separately-stated itemsinclude:

+ Interest income of $8,200, which included $4,800 U.S. Treasury interest;

* Net income of $30,000 from the rental of trailers;

* AnIRC 81231 gain of $24,000 from the sale of a crane;

»  Contributions of $12,500 made to qualified organizations; and

* AnIRC §179 expense deduction of $66,000 for the purchase of a new bobcat.

Observation. If an S corporation furnishes health insurance for the benefit of a2% or more sharehol der and/
or his family, the preferred method is that the corporation treat the health insurance as wages not subject to
FICA and Medicare. The full deduction for the health insurance would carry over to the Illinois tax return.
This saves the lllinois replacement tax (1.5%) on the amount of the health insurance premium.
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For Example 6

lllinois Department of Revenue _I
2009 pF orm IL-1120-ST AU

Small Business Corporation Replacement Tax Return

Due on or before the 15th day of the 3rd month following the close of the tax year.

If this return is not for calendar year 2009, write your fiscal tax year here. Write the amount you are paying.

Tax year beginning / , 2009, ending / /20 $ 3,884.00
Step 1: Identify your small business corporation E Wirite your federal employer identification no. (FEIN).
A Write your business name and mailing address. 3 6 _4 5 5 5 5 5 5
If you have an address change, or this is a first return, check this box. O -
GRADY'S DISASTER RESTORATION BUSINESS INC F L] Cheok the box i you are a member of a
Name unitary business group, and write the FEIN of
the member filing the Schedule UB, Combined
cio Apportionment for Unitary Business Groups.
100 PHILO ROAD e
Mailing address G Write the state and zip code where your
URBANA IL 61801 accounting records are kept. (Use the two-letter
City State zIP postal abbreviation, e.g., IL, GA, etc.)
B Check the box if one of the following apply. Sute Zip
[first return [ final return (If final, write the date. __/__/__ H If you are making the business income election to

treat all nonbusiness income as business income,

C If this is a final return because you sold this business, write . .
y check here and write “0” on Lines 37 and 45. D

the date sold /___/___, and the new owner’s FEIN.

- I Write your lllinois corporate file (charter) number.

D Special Apportionment Formulas. If you use a special apportionment formula,
check the appropriate box and see Special Apportionment Formula instructions. J  If you have completed the following federal forms,
[ Financial organizations [ Transportation companies check the box and attach them to this return.

[] Federal Form 8886  [] Federal Sch. M-3

K Check the box if you are making a discharge

of indebtedness adjustment. O
Step 2: Figure your ordinary income or loss
- 1 Ordinary income or loss, or equivalent from federal Schedule K. 1 280,000 .00
¢ 2 Netincome or loss from all rental real estate activities. 2 «00
@
£ 3 Netincome or loss from other rental activities. 3 30,000 .00
@
% 4 Portfolio income or loss. 4 8,200 .00
5 5 NetIRC Section 1231 gain or loss from involuntary conversions due to casualty and theft. 5 24,000 ,00
z’ 6 All other items of income or loss that were not included in the computation
£ of income or loss on Page 1 of U.S. Form 11208S. See instructions.
o Identify: 6 +00
aw y: -
7 Add Lines 1 through 6. This is your ordinary income or loss. 7 342,200 .00
Step 3: Figure your unmodified base income or loss
8 Charitable contributions. 8 12,500 .00
9 Expense deduction under IRC Section 179. 9 66,000 .00
10 Interest on investment indebtedness. 10 +00
11 All other items of expense that were not deducted in the computation
of ordinary income or loss on Page 1 of U.S. Form 11208S. See instructions.
Identify: 11 00
12 Add Lines 8 through 11. 12 78,500 .00
13 Subtract Line 12 from Line 7. This amount is your total unmodified base income or loss. 13 263,700 .00
L IL-1120-ST (R-12/09) NS DR Page 1of 4
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r (AT 1
14 Write your unmodified base income from Line 13. 14 263,700 .00

Step 4: Figure your income or loss

15 State, municipal, and other interest income excluded from Line 14. 15 «00
16 lllinois replacement tax deducted in arriving at Line 14. 16 «00
17 llinois special depreciation addition. Attach Form IL-4562. 17 «00
18 Related-party expenses addition. Attach Schedule 80/20. 18 «00
19 Distributive share of additions. Attach Schedule K-1-P or K-1-T. 19 «00
20 The amount of loss distributable to a shareholder subject to replacement tax. Attach Schedule B. 20 «00
21 Other additions. Attach lllinois Schedule M (for businesses). 21 «00
22 Add Lines 14 through 21. This amount is your income or loss. 22 263,700 .00

Step 5: Figure your lllinois base income or net loss

23 Interest income from U.S. Treasury obligations or other exempt federal obligations. 23 4,800 .00
24 Share of income distributable to a shareholder subject to replacement tax. Attach Schedule B. 24 «00
25 Expenses incurred in producing certain federally tax-exempt income or federal credits. 25 «00
26 Enterprise Zone or River Edge Redevelopment Zone Dividend subtraction. Attach Schedule 1299-A. 26 «00
27 Enterprise Zone or River Edge Redevelopment Zone Interest subtraction. Attach Schedule 1299-A. 27 «00
28 High Impact Business Dividend subtraction. Attach Schedule 1299-A. 28 «00
29 High Impact Business Interest subtraction. Attach Schedule 1299-A. 29 «00
30 Contribution subtraction. Attach Schedule 1299-A. 30 «00
31 lllinois Special Depreciation subtraction. Attach Form IL-4562. 31 «00
32 Related-party expenses subtraction. Attach Schedule 80/20. 32 «00
33 Distributive share of subtractions. Attach Schedule K-1-P or K-1-T. 33 «00
34 Other subtractions. Attach Schedule M (for businesses). 34 «00
35 Total subtractions. Add Lines 23 through 34. 35 4,800 .00
36 Base income or net loss. Subtract Line 35 from Line 22. 36 258,900 .00
If the amount on Line 36 is derived inside and outside lllinois, complete Step 6; otherwise go to Step 7.
Step 6: Figure your income allocable to lllinois
37 Nonbusiness income or loss. Attach Schedule NB. 37 «00
38 Trust, estate, and non-unitary partnership business income or loss included in Line 36. 38 «00
39 Add Lines 37 and 38. 39 «00
40 Business income or loss. Subtract Line 39 from Line 36. 40 «00
41 Total sales everywhere. This amount cannot be negative. 41
42 Total sales inside lllinois. This amount cannot be negative. 42
43 Apportionment factor. Divide Line 42 by Line 41 (carry to six decimal places). 43 .
44 Business income or loss apportionable to lllinois. Multiply Line 40 by Line 43. 44 «00
45 Nonbusiness income or loss allocable to lllinois. Attach Schedule NB. 45 «00
46 Trust, estate, and non-unitary partnership business income or loss apportionable to lllinois. 46 «00
47 Base income or net loss allocable to lllinois. Add Lines 44 through 46. 47 «00

L Page 2 of 4 IL-1120-5T (R-12/09)
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For Example 6

r AN L

Step 7: Figure your net income

48 Base income or net loss from Step 5, Line 36, or Step 6, Line 47. 48 258,900 .00
49 Discharge of Indebtedness adjustment. See instructions. 49 «00
50 Adjusted base income or net loss. Add Lines 48 and 49. 50 _ 258,900.00
51 lllinois net loss deduction. Attach Schedule NLD.

If Line 50 is zero or a negative amount, write “0". 51 «00
52 Net income. Subtract Line 51 from Line 50. 52 258,900 .00

Step 8: Figure your net replacement tax

53 Replacement tax. Multiply Line 52 by 1.5% (.015). 53 3,884 .00
54 Recapture of investment credits. Attach Schedule 4255. 54 «00
55 Replacement tax before investment credits. Add Lines 53 and 54. 55 3,884 .00
56 Investment credits. Attach Form IL-477. 56 «00
57 Net replacement tax. Subtract Line 56 from Line 55. Write “0" if this is a negative amount. 57 3,884 .00

Step 9: Figure your refund or balance due

58 Payments

a Credit from 2008 overpayment. 58a «00

b Form IL-505-B (extension) payment. 58b «00

¢ Pass-through entity payments. Attach Schedule K-1-P or K-1-T. 58¢c «00

d Gambling withholding. Attach Form W-2G. 58d «00
59 Total payments. Add Lines 58a through 58d. 59 .00
60 Overpayment. If Line 59 is greater than Line 57, subtract Line 57 from Line 59. 60 -
61 Amount to be credited to 2010. 61 00
62 Refund. Subtract Line 61 from Line 60. This is the amount to be refunded. 62 .o
63 Tax Due. If Line 57 is greater than Line 59, subtract Line 59 from Line 57.

This is the amount you owe. 63 3.884,

P Make your check payable to “lllinois Department of Revenue” and attach to the first page of this form. 4
H jalb———t \s.: . .
£ Special Gt Write the amount of your payment on the top of Page 1 in the space provided.

Step 10: Sign here

Under penalties of perjury, | state that | have examined this return and, to the best of my knowledge, it is true, correct, and complete.

Signature of authorized officer Date Title Phone
_
Signature of preparer Date Preparer's Social Security number or firm's FEIN
( )
Preparer firm's name (or yours, if self-employed) Address Phone

P Mail this return to: Illinois Department of Revenue, P.O. Box 19032, Springfield, IL 62794-9032 <

This form is authorized as outlined by the llinois Income Tax Act. Disclosure of this information is REQUIRED. Failure to provide information could |
IL-1120-ST (R-12/09) result in a penalty. This form has been approved by the Forms Management Center. IL-492-0069 ﬁ Page 3 of 4
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For Example 6

r llinols Department of Revenue VMFAA A Yearending ]
Schedule B 22
Partners’ or Shareholders’ Identification

Attach to your Form IL-1065 or Form IL-1120-ST IL Attachment no. 1
Write your name as shown on your Form [L-1065 or Form IL-1120-ST. Write your federal employer identification number (FEIN).
GRADY'S DISASTER RESTORATION BUSINESS INC 8 6 .45 5 5 85 5 5

Step 1: Provide the following information

1 Write the amount from your Form IL-1065 or Form IL-1120-ST, Line 48. 1 258,900.00
2 Write the apportionment factor from your Form IL-1065 or Form IL-1120-ST, Line 43. 2 1 .000000

Step 2: Identify your partners or shareholders. Attach additional sheets if necessary.

A B Cc D E F G
Total amount of Member Pass-through Excluded from
Partner or base income (loss)  subject to lllinois entity payment pass-through
Shareholder type distributable replacement tax amount entity payments
Mame and Address SSNorFEIN  (See instructions.) (See instr.) (See instr.) (See instr.) (See instr.)
1 GRADY TENBROCK
RR 2
URBANA, IL 61801
888-80-2222 S 258,900.00 [ ] R
2
3
4
5
6

7 Add the amounts shown in Column D for partners or
shareholders for which you have entered a check mark
in Column E. Write the total here. (See instructions.) 7

L Page 4 of 4 Schedule B (R-12/09)
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For Example 6
I_ lllinois Department of Revenue  Partner’s or Shareholder’s Year ending -I
Share of Income, Deductions,
SChEd u Ie K'1 'P Credits, and Recapture 12 2009
To be completed by partnerships filing Form IL-1065 or S corporations filing Form IL-1120-ST Month  Year
Partners and Shareholders receiving Schedule K-1-P should attach this to their lllinois tax return. IL Attachment No. 10

Step 1: Identify your partnership or S corporation

1 Check your business type [ partnership [X] S corporation 3 3 6 . 4 5 5 5 5 5 5

Write your federal employer identification number (FEIN).

2 GRADY'S DISASTER RESTORATION BUSINESS INC 4 Write the apportionment factor from Form IL-1065, Line 42 or Form
Write your name as shown on your Form 1L-1065 or Form IL-1120-ST. IL-1120-ST. Line 43. Otherwise. write “1” 1 .000000

Step 2: Identify your partner or shareholder

5 GRADY TENBROCK 7 888-80-2222
Name Social Security number or FEIN
6 RR2 8 100.00
Mailing address Share (%)
URBANA IL 61801 9 Check the appropriate box
City State B X individual O corporation O trust
O partnership 0 S corporation [0 estate

Step 3: Figure your partner’s or shareholder’s share of ygur nonbusiness incom;.-

Member’s share Nonresident member’s
(see instructions) share allocable to lllinois

10 Interest 10

11 Dividends 1

12 Rental income 12

13 Patent royalties 13

14 Copyright royalties 14

15 Other royalty income 15

16 Capital gain or loss from real property 16

17 Capital gain or loss from tangible personal property 17

18 Capital gain or loss from intangible personal property 18

19 Other income and expense 19

Specify

Step 4: Figure your partner’s or shareholder’s share of your business income (loss)
B

A
Member’s share
from U.S. Schedule K-1, Nonresident member's
less nonbusiness income share apportioned to lllinois

20 Ordinary income (loss) from trade or business activity 20 280,000.00

21 Net income (loss) from rental real estate activities 21

22 Net income (loss) from other rental activities 22 30.000.00

23 Interest 23 8.200.00

24 Dividends 24

25 Royalties 25

26 Net short-term capital gain (loss) 26

27 Net long-term capital gain (loss). (Total for year) 27

28 Unrecaptured Section 1250 gain 28

29 Guaranteed payments to partner (U.S. Form 1065 only) 29

30 Net Section 1231 gain (loss) (other than casualty or theft) 30 24.000.00

31 Other income and expense Ssec. f‘| 79 & Contribution ded. 31 -78,500.00

pecify
This form is authorized as outlined by the lllingis Income
Tax Act, Disclosure of this information is REQUIRED.
> LT el

Schedule K-1-P front (R-12/09) Y] enter. IL-452-3873 _I
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For Example 6

Step 5: Figure your partner’s or shareholder’s share of lllinois additions and subtractions
A B

Nonresident member's

Member's share from share apportioned or
Additions Form IL-1065 or IL-1120-ST allocated to lllinois
32 Federally tax-exempt interest income 32 4,800.00
33 lllinois replacement tax deducted 33
34 lllinois Special Depreciation addition 34
35 Related-Party Expenses addition 35
36 Distributive share of additions 36
37 Other additions (from lllinois Schedule M for businesses) 37

Subtractions
38 a Interest from U.S. Treasury obligations (business income) 38a
b Interest from U.S. Treasury obligations (nonbusiness income) 38b

39 Certain federally-disallowed deductions 39
40 Enterprise Zone or River Edge Redevelopment Zone

Dividend subtraction 40
41 High Impact Business Dividend subtraction 1M
42 Contribution subtraction (Form IL-1120-ST filers only) 42

43 Interest subtraction - Enterprise Zones or River Edge
Redevelopment Zone (Form IL-1120-ST financial

organizations only) 43
44 |Interest subtraction - High Impact Business within a Foreign

Trade Zone (Form IL-1120-ST financial organizations only) 44
45 lllinois Special Depreciation subtraction 45
46 Related-Party Expenses subtraction 46
47 Distributive share of subtractions 47
48 Other subtractions (from lllincis Schedule M for businesses) 48

Step 6: Figure your partner’s or shareholder’s (except a corporate partner or shareholder)
share of your lllinois August 1, 1969, appreciation amounts

Member's share Nonresident member's
from lllinois Schedule F share apportioned or
(Form IL-1065 or IL-1120-ST) allocated to lllinois
49 Section 1245 and 1250 gain 49
50 Section 1231 gain 50
51 Section 1231 gain less casualty and theft gain (See instructions.) 51
52 Capital gain 52
Step 7: Figure your partner’s or shareholder’s share of your lllinois credits and recapture and
pass-through entity payments A
Member’s or nonresident member’s

53 lllinois credits share from lllinois tax return

a Film Production Services Tax Credit 53a

b Enterprise Zone or River Edge Redevelopment Zone

Investment Credit 53b
¢ Tax Credit for Affordable Housing Donations 53c
d Economic Development for a Growing Economy
(EDGE) Tax Credit 53d

e Research & Development Tax Credit 53e

f Ex-felons Jobs Credit 53f

g Veterans Jobs Credit 53g

h Student-Assistance Contribution Credit 53h

i Replacement Tax Investment Credits (See instructions.) 53i

54 Recapture
a Enterprise Zone or River Edge Redevelopment Zone

Investment Credit recapture 54a

b Replacement Tax Investment Credit recapture 54b

55 a Pass-through entity payment (See instructions.) 55a
b Composite return payment (See instructions.) 55b

AT St Pk (3259 )
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Anlllinois Form I1L-1041, lllinois Fiduciary and Replacement Tax Return, isrequired to be filed by fiduciaries and/or
beneficiaries of trusts and estatesif the entity:

» Hasnet income or loss as defined under the Illinois Income Tax Act (11 TA), regardless of any deductions for
distributions to beneficiaries; or

» Islocatedin lllinoisand files, or is required to file, afederal income tax return regardless of income or loss.
For fiduciary purposes, aresident means.

* Anindividua present in Illinois for other than atemporary or transitory purpose;

» Anlllinois-domiciled individual who is absent from Illinois for atemporary or transitory purpose;

» The estate of adecedent, who at death, was domiciled in lllinais;

» A trust created by awill of adecedent, and who at death was domiciled in Illinais; or

* Anirrevocable trust, whose grantor was domiciled in lllinois at the time the trust becomes irrevocable.

Grantor trusts are not required to file Form IL-1041. Also, if atrust or estate is a charitable organization exempt from
federal incometax by reason of IRC 8§501(c), the trust or estate is not required to file Form IL-1041.

Trusts and estates are granted a $1,000 standard exemption when calculating net income for the trust or estate. The
filing date for thetrust or estate is on or before the 15th day of the fourth month following the close of the tax year. An
extension of timeto file the federal tax return also extends the due date of Form IL-1041.

Even if federa tax estimated payments are required, no estimates are needed for Illinois trust or estate tax returns.
However, estimated tax payments can be made at the discretion of the trustee on the Illinois corporate tax form,
IL-1120-ES, and are credited on Form IL-1041, Part 11, line 4.

Example 7. Illinois resident Archie Rountree established a grantor trust which became an irrevocable trust
when he died on August 5, 2002. His widow, Annabel Rountreg, is the sole beneficiary of this trust. Each
year, Annabel receives adistribution of al income and reports her distributive share of thisincome as shown
on Form 1041, Schedule K-1, on her personal income tax return.

Annabdl died on August 1, 2009. Pursuant to the terms of the trust instrument, the Archie Rountree IRR Trust
issued two Schedules K-I-T for the year ending December 31, 2009 — one to Annabel for income earned
from January 1, 2009, through July 31, 2009, and another to the Estate of Annabel Rountree for income
from the trust from August 1, 2009, to the end of the year.

The Archie Rountree IRR Trust earned a significant share of income during the year from investments in
real estate and interest and dividends earned on cash investments.

Items of income and expense for the trust for 2009 include the following:

Tax-exemptinterestincome from Merrill Lynch (net) $ 5,400
Interestincome from certificates of deposit at bank 75,010
Interestincome from real estate investment trusts 6,849
Dividend income from Merrill Lynch ($3,388 qualified) 5,551
Net rental real estate income from commercial property 32,208
Fiduciary fees (1,401)
Net distributable income — all distributed $123,617
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The trust and all beneficiaries are Illinois residents. All income is accounted for federal purposes as
disclosed on the two separate Schedules K-1-T. Even though all income is distributed with no tax
exposure to the trust at either the federa or state level, an Illinois Form 1041 is required and two separate
Schedules K-1-T are issued from the Illinois fiduciary return. Even though the trust administrator is
located out of state, no pass-through entity payment is required because the individual and estate are
[llinois residents. A Form IL-1000-E, Certificate of Exemption for Pass-Through Entity Payments, is
prepared but not filed with Form IL-1041.

Portions of the IL-1041 for Example 7 follow.
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For Example 7
lllinois Department of Revenue -I
Fiduciary Income and Replacement Tax Return Write the amount you are paying.
Due on or before the 15th day of the 4th month following the close of the tax year. $ 0.00

If this return is not for calendar year 2009, write your fiscal tax year here.

Tax year beginning / , 2009, ending / 20

Step 1: Identify your fiduciary

A Check the box that identifies your fiduciary. ‘X’ Trust [:l Estate E Write your federal employer identification no. (FEIN).
4 3.1 6 0 0 0 0O

B Write your name and/or number and mailing address. If you have

an address change, or this is your first return, check this box. D F Check the box if your residency is not in

lllinois. Attach lllinois Schedule NR. l:l
name: ARCHIE ROUNTREE IRR TRUST G Check the box if you are an
cio;: MERRILL LYNCH. TRUSTEE Electing small business trust (ESBT) I:l
Individual bankruptcy estate |:|
Mailing address: 1 BOATMAN'S PLAZA
H Check the box if you attached lllinois
ciy:  ST.LOUIS sae: _MO__ zp: 63102 Schedule 1299-D, Income Tax Credits. []
I Check the box if you attached lllinois
C Check the box if one of the following apply. Schedule |, Income Received. l:l
D First return D If final, write the date. J If you have completed Federal
Form 8886, check the box and attach
D Check your method of accounting. a copy to this return. l:l
E Cash E’ Accrual D Other. K Check the box if you are making

]

a discharge of indebtedness adjustment.

Step 2: Figure your income or loss A B
Beneficiaries Fiduciary
1 Federal Taxable Income from U.S. Form 1041, Line 22. 1 -300 .00
2 Federal net operating loss deduction from
U.S. Form 1041, Line 15a. This amount cannot be negative. 2 «00
3 Taxable income of ESBT, if required (see instructions). 3 «00
4 Exemption claimed on U.S. Form 1041, Line 20. 4 300.00
5 lllinois income and replacement tax deducted in arriving at Line 1. 5a L0 5b «00
6 State, municipal, and other interest income excluded from Line 1. 6a 5,400,00 6b 0.00
7 llinois Special Depreciation addition. Attach Form IL-4562. 7a L0 7b «00
8 Related-party expenses addition. Attach Schedule 80/20. 8a «00 8b «00
9 Distributive share of additions. Attach Schedule K-1-P or K-1-T. 9a 00 9b «00
10 Other additions. Attach lllinois Schedule M (for businesses). 10a L0 10b «00
11 Add Column B, Lines 1 through 10b. This amount is your income or loss. 1 0.00

Report Column A, Lines 5a through 10a, on Schedule K-1-T, Step 5.

NS DR
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For Example 7
I- lllinois Department of Revenue Year ending 1
Schedule D Beneficiary Information -
Attach to your Form IL-1041 IL Attachment No. 1
Write your name as shown on your Form IL-1041. Write your federal employer identification number (FEIN).
ARCHIE ROUNTREE IRR TRUST 4 3.1 6 000 0 0

Step 1: Provide the following information

1  Write the amount from your Form IL-1041, Line 28. 1 0.00
2  Write the apportionment factor from your Form IL-1041, Schedule NR, Step 6, Line 3. 2 1._000000

Step 2: Identify your beneficiaries. Attach additional sheets if necessary.

A B (o D E F
Total amount of Check the box if Pass-through
base income (loss) the beneficiary entity payment
Beneficiary type distributable is an lllincis amount
Name and Address SSN or FEIN (See instructions.) (See instructions.) nonresident (See instructions.)
1 ANNABEL ROUNTREE
RR 1
URBANA, IL 61801
140-00-0000 I 72,947.00 []
2 ESTATE OF ANNABEL ROUNTR
C/O MERRILL LYNCH
1 BOATMAN'S PLAZA
ST. LOUIS, MO 63102 37-6222222 M 50,670.00 [ ]
3
]
4
]
5
]
6
]

7 Add the amounts shown in Column D for partners or
shareholders for which you have entered a check mark
in Column E. Write the total here. (See instructions.) 7 0.00

- T o sosaseomizon )
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For Example 7

lllinois Department of Revenue ree .
4 Certificate of Exemption for Pass-through
@ Form IL-1000-E Entity Payments

Read this information first Pass-through entities:

owners: In order to accept Form IL-1000-E, make sure that the certificate is
completed and signed by the owner, officer, fiduciary, or authorized
representative. Keep the certificates in your files. Do not send them
to the department unless we specifically request them from you.

Form IL-1000-E, Certificate of Exemption for Pass-through Entity
Payments, should be completed by any owner (partner,
shareholder, or beneficiary) that elects to make their own tax
payments on business income from a pass-through entity
(partnership, shareholder, or fiduciary). Individuals may not make
the exemption election.

In the event that we notify you that the certificate has been revoked,
the certificate remains valid for 60 days after the date of notification,
and you must then begin withholding for business income distribut-

Specific information: able to the owner.

Form IL-1000-E must only be completed, signed, and submitted

once to the pass-through entity. It does not need to be resubmit- If the certificate has been revoked, you may not accept another
ted on an annual basis. Do not send Form IL-1000-E to the certificate from the owner until we notify you.

department unless we specifically request it from you.
Step 1: Identify the pass-through entity

The pass-through entity must keep this certificate.

ARCHIE ROUNTREE IRR TRUST ( )
Name Phone number
1 BOATMAN'S PLAZA Federal employer identification number (FEIN)
Mailing address
SAINT LOUIS MO 63102 4 3.1 6 0 0 0 0 O
City State ZIP -
Step 2: Identify the owner (partner, shareholder, or beneficiary)
ESTATE OF ANNABEL ROUNTREE Federal employer identification number (FEIN)
Name
C/O MERRILL LYNCH, 1 BOATMAN'S PLAZA
Mailing address i l - i L L i L _2_ i
ST. LOUIS MO 63102 Check the box to indicate your business type:
City State ZIP
] cCorporation
[] Subchapter S corporation
( ) L] Partnership
Phone number O] Trust
X Estate

Step 3: Sign below

| certify that the owner indicated in Step 2 will file all lllinois income tax returns and make timely payment of all lllinois income
taxes due, and that it is subject to personal jurisdiction of the State of lllinois for purposes of the collection of income taxes due
with respect to income from the partnership, corporation or trust indicated in Step 1 of this certificate.

/ /
Signature of owner, officer, fiduciary, or authorized representative Date
Printed name Title
IL-1000-E (R-12/09) This form is authorized as outlined by the Registration and Licensing Division and has been approved by the Forms Management Center.  IL-492-4557 | ‘a
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For Example 7
lllinois D rtment of Reven ici ?
r ois Department of Revenue Beneficiary’s Share Year ending 1
SCthUle K-1-T of Income and 12 09
To be completed by trusts or estates filing Form IL-1041 DEd UCtlons Month vear
Beneficiaries receiving Schedule K-1-T should attach this form to their lllinois Tax Return IL Attachment No. 10
Step 1: Identify your trust or estate
1 Check the appropriate box  [X]trust  [] estate 3 4 3 _ 1 6 0 0 0 0 0
Write your federal employer identification number (FEIN).
2 ARCHIE ROUNTREE IRR TRUST 4 Write the apportionment factor from Step 6, Line 3, of Schedule NR,
Write your name as shown on your Form IL-1041. Form IL-1041; otherwise, write “1.” 1.000000
Step 2: Identify your beneficiary
5 ESTATE OF ANNABEL ROUNTREE 7 37-6222222
Name Social Security number or FEIN
6 C/O MERRILL LYNCH; 1 BOATMAN'S PLAZA 8 Check the appropriate box
Mailing address O individual O corporation [ trust
ST. LOUIS Mo 63102 [ partnership [0 s corporation [X] estate

City State ZIP

Step 3: Figure your beneficiary’s share of your nonbusiness income

B
Beneficiary’s share Nonresident beneficiary's
(see instructions) share allocable to lllinois
9 Interest 9
10 Dividends 10
11 Rental income 1
12 Patent royalties 12
13 Copyright royalties 13
14 Other royalty income 14
15 Capital gain or loss from real property 15
16 Capital gain or loss from tangible personal property 16
17 Capital gain or loss from intangible personal property 17
18 Other income 18
Specify
Step 4: Figure your beneficiary’s share of your business income (see instructions.)
A B
Beneficiary’s share
from U.S. Schedule K-1, Nonresident beneficiary's
less nonbusiness income share apportioned to lllinois
19 Interest 19 33,149.00
20 Dividends 20 2.265.00
21 Net short-term capital gain 21
22 Net long-term capital gain (total for year) 22
23 Annuities, royalties, and other nonpassive income before
directly apportioned deductions 23 13,043.00
24 Directly apportioned deductions — Depreciation, depletion,
and amortization 24
25 Total annuities, royalties, and other nonpassive income.
Subtract Column A, Line 24 from Line 23. See Instructions. 25 13,043.00
26 Trade or business, rental real estate, and other rental income
before directly apportioned deductions 26
27 Directly apportioned deductions — Depreciation, depletion,
and amortization 27
28 Total trade or business, rental real estate, and other
rental income. Subtract Column A, Line 27 from Line 26. 28
29 Other income 29
Specify

A
L soomcrionaiom ATREAVAR & euoras
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For Example 7

r VAR -1

Step 5: Figure your beneficiary’s share of your lllinois additions and subtractions

A B
Nonresident beneficiary's
Beneficiary's share share apportioned or
from Form IL-1041 allocated to lllinois
Additions
30 Federally tax-exempt interest income 30 2,213.00
31 lllinois income and replacement tax deducted 31
32 lllinois Bonus Depreciation addition 32
33 Related-Party Expenses addition 33
34 Distributive share of additions 34
35 Other additions not listed above (as figured on lllinois
Schedule M (for businesses)) 35

Subtractions
36 a Interest from U.S. Treasury obligations included as

business income 36a
b Interest from U.S. Treasury obligations included as
nonbusiness income 36b
37 Federally-taxed refund of lllinois income and replacement tax 37
38 Payment from certain retirement plans 38
39 Retirement payments to retired partners 39
40 Enterprise Zone or River Edge Redevelopment Zone
Dividend Subtraction 40
41 High Impact Business within a Foreign Trade Zone
Dividend Subtraction 41
42 Contributions to certain job training projects 42
43 lllinois Bonus Depreciation subtraction 43
44 Related-Party Expenses subtraction 44
45 Distributive share of subtractions 45
46 ESBT loss 46
47 Other subtractions not listed above (as figured on lllinois
Schedule M (for businesses)) 47

Step 6: Figure your beneficiary’s (except a corporate beneficiary) share of your
lllinois August 1, 1969, appreciation amounts

A B
Beneficiary's share Nonresident beneficiary's
from lllinois Schedule F share apportioned or
(Form IL-1041) allocated to lllinois
48 Section 1245 and 1250 gain 48
49 Section 1231 gain 49
50 Capital gain 50

Step 7: Figure your beneficiary’s share of pass-through entity payments

51 Pass-through entity payments made on behalf of

nonresident beneficiary from Form IL-1000. 51
This form is authorized as outlined by the llincis Income Tax Act. Disclosure of this information is REQUIRED. This form has been
I Page 2 of 6 approved by the Forms Management Center. IL-492-3873 Schedule K-1-T back (R-12/09)
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Thelllinoisinheritance tax hasreceived alot of attention since the beginning of 2009 because Illinois decoupled from
the federal estate tax law and had a$2 million exemption equivalent for 2009 before any Illinois estate taxes were due.
On the other hand, the federal exemption equivaent was $3.5 million for 2009.

Note. At the timethisbook was printed, there wasno federal or Illinois estate tax for 2010. Both are expected
to bereinstated in 2011, with a$1 million exemption.

If the taxable estate exceeds $2 million for 2009, an IL Form 700, Sate of Illinois Estate & Generation Skipping
Transfer Tax Return isrequired, even if no federal estate tax is required. IL Form 700 must be filed in duplicate. One
copy isfor the county treasurer in the decedent’s county of residence, and the other isfor the lllinois attorney general’s
office. A complete copy of federal Form 706 with all attachments, copies of the will, trust documents, death
certificates, and appraisals must be included with IL Form 700. Thisis true even if there is no federal estate tax
ligbility. Thetax return is due nine months after the date of the decedent’s death. The Illinois tax liability can be paid
ininstallmentsif the federal tax isbeing paid on theinstallment basis. The computation is made using IL Form 4350a,
Computation of Illinois Estate Tax Due with Return and Annual Installment.

If anindividual diedin 2009 with a gross taxable estate of $3 million, no federal tax is owed. However, afederal Form
706 with all schedules and attachments must be prepared. This form becomes an attachment to IL Form 700 because
the gross taxable estate exceeded $2 million. In situations in which both federal and Illinois estate tax returns are
required, no credit is allowed for Illinois tax paid on the federal estate tax return. Instead, a series of interrelated
calculations are required to determine the proper Illinoistax liability and the allowable deduction on the federal estate
tax return. The estate representative uses the calculator at the Illinois attorney general’s website to make this
interrelated calculation. See www.lllinoisattorneygeneral.gov for more information.®

For persons dying after January 1, 2009, the estate may make a qualified terminal interest property (QTIP) election
that islarger than the federal QTIP election. The Illinois QTIP election must be made on IL Form 700 and will follow
federal statutes and rulesfor the el ected property passing to the surviving spouse and inclusion for Illinois purposes on
thelllinois estate tax return of the surviving spouse.

An L Form 700 for decedents dying in the year 2009 follows.

®  Thelllinois attorney general’s office administers the I1linois estate tax.
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FORM 700
STATE OF ILLINOIS

ESTATE & GENERATION SKIPPING TRANSFER TAX RETURN

FOR DECEDENTS DYING ON OR AFTER JANUARY 1, 2009

Estate of: Date of Death

Decedent's Address (No. & Street):

City State Zip Code
Decedent’'s Social Security Number: Name of lllinois County with Jurisdiction over Estate:
Name of Personal Representative or Person Filing Return: Telephone:

Address (No. & Street):

City State Zip Code

Name of Preparer: Telephone:

Address (No. & Street):

City State Zip Code

Indicate which of the following SIX is applicable:

I:' 1. Neither a Federal Estate Tax Return nor lllinois Estate Tax Return is required to be filed, but a
Certificate of Discharge is requested.

a) Assets with taxable situsinlllinois . ....... ... ... ... ... ... ...... $
b) Assets with taxable situs in another state orstates .. ................ $
c) TOTAL Gross Value of Decedent's Assets . .. ...................... $

Attach itemized schedule of assets wherever located. Gross value means the total of the assets
undiminished by mortgages, liens or other encumbrances upon such assets for which decedent
was personally liable.

D 2. A Federal Estate Tax Return is attached, but no lllinois Estate Tax is due.
A Certificate of Discharge is requested.
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|:| 3. A Federal Estate Tax Return or any other form containing the same information is attached (whether or
not a Federal Estate Tax is due), and an lllinois Estate Tax is due. A Certificate of Discharge is requested.
(Complete Recapitulation and Schedule A or B, whichever is applicable.)

|:| 4. An lllinois QTIP election is made for this estate.
Amount of lllinois QTIP election

Social Security Number of surviving spouse

D 5. This is an Amended or Supplemental Return.
(Complete Recapitulation and Schedule A or B, whichever is applicable, and
attach copy of amended Federal Estate Tax Return or other applicable documents.)

Decedent was:

D a) aresident of lllinois, Year residency established ............. a)

D b) a non-resident of lllinois, Year residency established .. . ....... b)

I:’ c) an alien, State of reSIdeNCe ... .......ovueeirenennnns c)

Due date of this Return:

|:| 6. If an extension of time to file is being requested or if due date determined by extension of time to file
Federal Estate Tax Return, check box and attach explanation for extension request or a copy of the
Federal extension request. If based upon a Federal extension request, file a copy of approved extension
request when available. This extension request should be filed within 9 months of date of death.

The undersigned declare, under penalties of perjury, that they have examined this return, including any and all
accompanying schedules or attachments, and that they believe the same to be true and correct as to every
material matter and further verify that any attached Federal Estate Tax Return and any other applicable Federal
tax documents are true and corrected copies of the originals filed with the Internal Revenue Service.

The undersigned further certify that the attached Will (if decedent died testate) is a true and correct copy
of the Will of the decedent.

Signature of decedent’s personal representative Title Date

Signature of preparer Title Date

NOTE: All attachments must be filed with the Attorney General’s copy of the return. If a Certificate of Discharge
is requested, a copy of the Form 700 must be filed with the appropriate County Treasurer.

SCHEDULE A - Resident Decedent’s Estate (Instructions on page 5.)

1. Tentative Taxable Estate from Federal Return (Line 3a, Form 706),
or other form containing the same information ........... ... ... ... ...... 1. $

2. llinois QTIP election
(Additional amount in excess of Federal QTIP included in Line 2, Form 706.) . . . 2. 8

3. lllinois Tentative Taxable Estate
(Line 1TmInusS LIN@ 2.) . ... it e e e et e 3. 9
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SCHEDULE A - Resident Decedent’s Estate (Continued.)

4. Adjusted taxable gifts
(Line 4, Form706, or any other form containing the same information.) .. ... ... 4 %

5. lllinois Tentative Taxable Estate plus adjusted taxable gifts
(Add Line 3and Line 4.) . .. ... ... et e 5 %

6. Full amount computed for lllinois Estate Tax from website calculator
before apportionment
(Lines 3 & 5 from this Form 700 and applied to website calculator for
interrelated calculation.) ... ... ... ... e 6. %

7. Gross value for Federal Estate Tax purposes of decedent's estate having
taxable situs iN MINOIS . ... ... ..o i e e 7. §

8. Gross value of decedent's estate for Federal Estate Tax purposes
wherever [ocated .. ... ... .. it e 8. §

9. Percent of estate having taxable situs in lllinois
(Line 7 divided by Line 8.) . .. ..« 9. %

10. Amount of tax attributable to lllinois
(Line 6 multiplied by Line 9. Also enter on Line 1 in Recapitulation.) .......... 10. %

With respect to the estate of a deceased resident of this State, all property included in the gross estate of the decedent
for Federal Estate Tax purposes shall have a taxable situs in this State for purposes of this Section, excepting real
estate and tangible personal property physically situated in another state (including any such property held in trust).

SCHEDULE B - Non-Resident or Alien Decedent’s Estate (Instructions on page 5.)

1. Tentative Taxable Estate from Federal Return, or other equivalent form ....... 1. §

2. lllinois QTIP election
(Additional amount in excess of Federal QTIP included in Line 2,
FOrm 706.) . . e e e 2. 8§

3. lllinois Tentative Taxable Estate
(Line TmInUsS LIN@ 2.) . ... it e e ettt 3 9

4. Adjusted taxable gifts
(Line 4, Form7086, or any other form containing the same information.) . . . ... .. 4, 8

5. lllinois Tentative Taxable Estate plus adjusted taxable gifts

(Add Line 3and Line 4.) . . ... .. e 5§
6. Full amount computed for lllinois Estate Tax from website calculator before

apportionment

(Lines 3 & 5 from this Form 700 and applied to website calculator for

interrelated calculation.) ... ... ... .. .. . . . e 6. $

7. Gross value for Federal Estate Tax purposes of decedent's estate having
taxable situs in liNois . . ... ... . e 7. §

8. Gross value of decedent's estate for Federal Estate Tax purposes wherever
oo =T o P 8. $
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SCHEDULE B - Non-Resident or Alien Decedent’s Estate (Continued.)

9. Percent of estate having taxable situs in lllinois
(Line 7 divided by Line 8.) . . .. ... . e 9. %

10. Amount of tax attributable to Illinois
(Line 6 multiplied by Line 9. Also enter on Line 1 in Recapitulation.) .......... 10. §

With respect to the estate of a decedent not a resident of this State but a resident of another state or territory of the
United States, the property having a taxable situs in this state for purposes of this Section is only real estate and
tangible personal property physically situated in this State (including any such property held in trust.)

With respect to the estate of a decedent who is not a resident of a state or territory of the United States, the property
having taxable situs in this State for purposes of this Section is real estate and tangible personal property situated
or having a business situs in this State (including any such property held in trust) and intangible personal property
having a business situs in or evidenced by instruments physically situated in this State.

RECAPITULATION

1. Amount of tax payable to lllinois
(Schedule A Line 10 or Schedule B Line 10.) .. ... i, 1. $

2. Late filing penalty
(5% of tax for each month or portion thereof - maximum penalty 25%.) ....... 2. $

3. Late payment penalty (1/2 of 1% of tax for each month
or portion thereof - maximum penalty 25%.) . .. ... 3. $

4. Interest at 10% per annum from 9 months
after death untildate of payment . . ... ... ... 4. §

5. Total Tax, penalties and interest payable

(Total of Lines 1, 2, 3aNd 4.) . . ..o oot ettt e e 5 %
6. Prior Payment
(Atfach explanation.) ... ... ... ... . . e 6. %
7. Balance due
(Line 5 minus Line 6.) . . ..o e 7. %
The estate elects to pay $ of Line 1 in installments under 35 ILCS 405/6

(supply proof of acceptance by Internal Revenue Service when available of Sec. 6166 election and file IL-4350a).
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FILING AND PAYMENT INSTRUCTIONS

For decedents dying prior to 2009, see the Returns previously posted on this website covering the specific year of death at issue
subject to taxation.

For persons dying in 2009, the Federal exemption for Federal estate tax purposes is $3,500,000. However, the exemption equiva-
lent for lllinois estate tax purposes is $2,000,000. Therefore, tentative taxable estates with adjusted taxable gifts between
$2,000,000 and $3,500,000 will owe an lllinois estate tax without any corresponding Federal estate tax liability. In such situations,
the estate representative is to prepare and file the lllinois Estate Tax Return, Form 700, together with a Federal Form 706, Federal
Estate Tax Return, or any other form containing the same information, even though the Federal return is not required to be filed with
the Internal Revenue Service. The Federal Form 706 must include all schedules, appraisals, wills, trusts, attachments, etc. as the
Federal Form 706 would have for a 2008 decedent with a tentative taxable estate plus adjusted taxable gifts over $2,000,000. The
lllinois estate tax will be determined by using the inter-related calculations from the 2009 Calculator available at www.illinoisattor-
neygeneral.gov. The computations are based upon using the amounts of the lllinois Tentative Taxable Estate (Line 3, Form 700) and
the lllinois Tentative Taxable Estate plus adjusted taxable gifts (Line 5, Form 700).

When the tentative taxable estate plus adjusted taxable gifts exceeds $3,500,000 the lllinois Estate Tax Return, Form 700, is to be
prepared and filed in the same manner for 2009 as for 2008, and must therefore include a copy of the Federal Form 706 with all
attachments.

For both resident and non-resident decedents, the tax base will be calculated assuming all assets are located within lllinois. (Line
6, Schedule A or B, Form 700). The percentage of lllinois assets to total assets is then computed with the percentage applied to
the tax base for apportionment purposes to determine the amount of lllinois estate tax due.

lllinois QTIP election (Qualified Terminable Interest Property):

For persons dying January 1, 2009 and after, the estate may make a QTIP election for lllinois purposes which is larger than the
Federal QTIP election. The lllinois QTIP must be elected on the lllinois Return. The lllinois QTIP election will follow Federal
statutes and rules for treatment of such elected property as passing to the surviving spouse and inclusion for lllinois purposes on
any lllinois Estate Tax Return of the surviving spouse.

This return must be filed within nine (9) months of the date of death. For Cook, DuPage, Lake and McHenry Counties, file the
original of the return with the Office of the Attorney General, Revenue Litigation Bureau, 100 West Randolph Street, 13th Floor,
Chicago, lllinois 60601. For all other counties, file the original of the return with the Office of the Attorney General, Revenue
Litigation Bureau, 500 South Second Street, Springfield, lllinois 62706. An additional copy of the return, without attachments,
must also be filed with the County Treasurer of the County having jurisdiction over the estate.

ALL PAYMENTS OF ILLINOIS ESTATE TAXES, PENALTY AND INTEREST MUST BE MADE PAYABLE TO THE COUNTY
TREASURER OF THE COUNTY HAVING JURISDICTION OVER THE ESTATE. IF THE DECEDENT IS A NON-RESIDENT AND
HAS PROPERTY IN MORE THAN ONE COUNTY, PAYMENT OF ALL TAX SHOULD BE MADE TO THE COUNTY HAVING THE
GREATEST VALUE OF PROPERTY.

ALL PAYMENTS MUST BE MAILED TO OR DEPOSITED WITH THE COUNTY TREASURER IN ORDER TO BE CREDITED WITH
TIMELY PAYMENT. Please send a copy of the County Treasurer’s receipt to: Office of the Attorney General, Revenue Litigation
Bureau, 100 West Randolph Street, 13th Floor, Chicago, lllinois 60601, or the Office of the Attorney General, Revenue Litigation
Bureau, 500 South Second Street, Springfield, lllinois 62706, as appropriate.

Printed by authority of the State of llinois. (Revised: 07/09)
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Many tax practitioners are unfamiliar with the Informal Conference Board (ICB), a unit of IDOR.*° Cases coming
before the ICB are typically large corporation income and sales tax issues. The ICB can be useful after a taxpayer
has discussions with a tax auditor and audit supervisor regarding a completed Illinois tax audit. Generally during
such discussions, the auditor explains the proposed adjustments and allows the taxpayer time to secure additional
information which may alter the outcome of the audit.

If the taxpayer disagrees with any portion of the audit adjustments, the taxpayer may request areview by the ICB on
the disputed issues. The review allows the taxpayer the opportunity to have an informal conference before Illinois
issues a Notice of Deficiency, Notice of Claim Denial, or Notice of Tax Liability. The review is an attempt to resolve
disputes without using costly and time-consuming litigation.

Thereview isapart of the audit process but is only used when avalid and controversial audit issueisidentified. If the
ICB rules against the taxpayer, the formal protest rights are retained. |CB review isnot granted if:

» Thetaxpayer simply disagrees with the applicable tax law or regulation,
» Thetaxpayer isonly disputing the assessment of penalty or interest,
* Thesameor similar issueis pending in Administrative Hearings or in the courts, or
» The conferee determines that an issue is not valid and controversial.
Because the ICB’sinformal review process occurs before the issuance of a statutory notice, the ICB will not:
» Render aformal opinion as aresult of the review,
* Issuedecisionsthat are precedential in nature, or
*  Propose or consider percentage or dollar settlements.

REVIEW GRANTED

If the taxpayer’s request for an ICB review is granted, the taxpayer is notified by the audit conferee assigned to the
case. A conference is scheduled with the taxpayer, the auditor, and the audit supervisor. The taxpayer may have a
representative present who does not have to be an attorney.

If the ICB determines that the audit adjustments should be revised, the case is returned to the auditor. If the ICB finds
the audit adjustments are correct, the audit is finalized.

All completed audits (including cases on which an ICB decision has been issued) are subject to a computational and
procedural review by IDOR’s Technical Review Section. This review may result in the audit being returned to the
auditor for additional field work.

REVIEW DENIED

If the taxpayer’s request is denied, the taxpayer may not appeal the denial. The taxpayer retains formal appeal rights
once the statutory notice isissued.

% The information comes from a pamphlet, Informal Conference Unit Review, prepared by the Audit Bureau of the lllinois Department of
Revenue. PIO-58 (R-5/98).
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FORMAL APPEAL RIGHTS

TheICB process does not affect the taxpayer's formal appeal rights after issuance of the statutory notice. The taxpayer
hasthe right to:

» Protest the Notice of Deficiency, Notice of Claim Denial, or Notice of Tax Liability once it is issued and
request a hearing before an Administrative Law Judge;™

» Pay theaudit liability and file a claim for the disagreed issues; or
» Pay theaudit liability under protest in accordance with the Protest Act and file acomplaint in circuit court.

REQUESTING A REVIEW

To request an ICB review, the taxpayer must complete Form ICB-1, Regquest for Informal Conference Review, and
submit it to the ICB within 60 days of the issuance of either a Notice of Proposed Liability, Notice of Proposed
Deficiency, or Notice of Proposed Claim denial by the Auditor.

Itisthegoa of the ICB to ensure that the disputed proposed audit adjustments are correct and to resolve disputes with
taxpayers concerning their tax liability at the earliest possible opportunity in the administrative process. The ICB
liberally exercisesitsdiscretionin all areas with thisgoal in mind.

For more information on the ICB, see section 215 of the Illinois Department of Revenue Regulations.

- Detailed information regarding practice and procedure for hearingsis contained in Illinois Administrative Code, Title 86, Chapter |, Part 200.
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