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AN ACT in relation to taxation.

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

represented in the General Assenbly:

Section 5. The Illinois Income Tax Act is anmended by

changi ng Sections 303 and 710 as foll ows:

(35 I'LCS 5/303) (from Ch. 120, par. 3-303)

Sec. 303. Nonbusi ness incone of persons other than
residents.
(a) In general. Any itemof capital gain or |oss, and

any itemof income from rents or royalties from real or
tangi bl e personal property, interest, dividends, and patent
or copyright royalties, and prizes awarded under the Illinois
Lottery Law, to the extent such itemconstitutes nonbusiness
i ncone, t oget her with any item of deduction directly
all ocable thereto, shall be allocated by any person other
than a resident as provided in this Section.

(b) Capital gains and | osses. (1) Real property. Capital
gains and | osses from sal es or exchanges of real property are
allocable to this State if the property is located in this
St at e.

(2) Tangible personal property. Capital gains and | osses
fromsal es or exchanges of tangible personal property are
allocable to this State if, at the tine of such sale or
exchange:

(A) The property had its situs in this State; or

(B) The taxpayer had its commercial domcile in this
State and was not taxable in the state in which the property
had its situs.

(3) Intangibles. Capital gains and | osses fromsales or
exchanges of intangible personal property are allocable to

this State if the taxpayer had its comercial domcile in
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this State at the tine of such sale or exchange.

(c) Rents and royalties. (1) Real property. Rents and
royalties fromreal property are allocable to this State if
the property is located in this State.

(2) Tangible personal property. Rents and royalties from
tangi bl e personal property are allocable to this State:

(A If and to the extent that the property is utilized
inthis State; or

(B) In their entirety if, at the tinme such rents or
royal ties were paid or accrued, the taxpayer had its
commercial domcile in this State and was not organi zed under
the laws of or taxable wth respect to such rents or
royalties in the state in which the property was utilized.
The extent of utilization of tangi bl e personal property in a
state is determined by nmultiplying the rents or royalties
derived fromsuch property by a fraction, the nunerator of
which is the nunber of days of physical |ocation of the
property in the state during the rental or royalty period in

the taxable year and the denom nator of which is the nunber

of days of physical Ilocation of the property everywhere
during all rental or royalty periods in the taxable year. |If
the physical |location of the property during the rental or

royalty period is unknown or unascertainable by the taxpayer,
tangi bl e personal property is utilized in the state in which
the property was |ocated at the tinme the rental or royalty
payer obtai ned possessi on.

(d) Patent and copyright royalties.

(1) Allocation. Patent and copyright royalties are
allocable to this State:

(A If and to the extent that the patent or copyright is
utilized by the payer in this State; or

(B) If and to the extent that the patent or copyright is
utilized by the payer in a state in which the taxpayer is not

taxable wth respect to such royalties and, at the tinme such


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

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

- 3- LRB9205001SMiv

royalties were paid or accrued, the taxpayer had its
commercial domcile in this State.

(2) Utilization.

(A) A patent is utilized in a state to the extent that
it is enployed in production, fabrication, manufacturing or
other processing in the state or to the extent that a
pat ented product is produced in the state. |If the basis of
receipts frompatent royalties does not permt allocation to
states or if the accounting procedures do not reflect states
of wutilization, the patent is utilized in this State if the
t axpayer has its comercial domcile in this State.

(B) A copyright is utilized in a state to the extent
that printing or other publication originates in the state.
|f the basis of receipts fromcopyright royalties does not
permt allocation to states or if the accounting procedures
do not reflect states of utilization, the copyright is
utilized in this State if the taxpayer has its comrerci al
domcile in this State.

(e) Illinois lottery, wagering, and ganbling w nnings

pFitzes. Prizes awarded wunder the ®“Illinois Lottery Law';
appr oved- Decenber-14;-1973; are allocable to this State.

Paynents nade after Decenber 31, 2001, of winnings from

pari -nmutuel wagering conducted at a wageri ng facility

licensed under the Illinois Horse Racing Act of 1975 or from

ganbli ng ganes conducted on a riverboat |icensed under the

Ri verboat Ganbling Act are allocable to this State.

(f) Taxability in ot her state. For purposes of
all ocation of incone pursuant to this Section, a taxpayer 1is
taxabl e in another state if:

(1) In that state he is subject to a net inconme tax, a
franchi se tax neasured by net inconme, a franchise tax for the
privilege of doing business, or a corporate stock tax; or

(2) That state has jurisdiction to subject the taxpayer

to a net incone tax regardl ess of whether, in fact, the state
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does or does not.

(g Cross references. (1) For allocation of interest and
di vidends by persons other than residents, see Section
301(c)(2).

(2) For allocation of nonbusiness inconme by residents,
see Section 301(a).

(Source: P.A 79-743.)

(35 ILCS 5/710) (from Ch. 120, par. 7-710)

Sec. 710. Wthholding from lottery, wagering, and

(a) In Ceneral.

(1) Any person nmaking a paynent to a resident or
nonr esi dent of w nnings under the 1Illinois Lottery Law
and not required to wthhold Illinois incone tax from
such paynent under Subsection (b) of Section 701 of this
Act because those w nnings are not subject to federal
i ncome tax w thholding, must withhold Illinois incone tax
fromsuch paynent at a rate equal to the percentage tax
rate for individuals provided in subsection (b) of

Section 201, provided that withholding is not required if

paynents nade before January 1, 2002).

(2) Any person making a paynent after Decenber 31,

2001 to a resident or nonresident of wnnings from

pari -nmutuel wagering conducted at a wagering facility

li censed under the Illinois Horse Racing Act of 1975 or

from ganbling ganes conducted on a riverboat |icensed

under the R verboat Ganbling Act, and not required to

withhold 1llinois incone tax from such paynent under

subsection (b) of Section 701 of this Act because those

W nni ngs ar e not subj ect to federal i ncone tax

wi t hhol ding, nust withhold Illinois income tax from such

paynent at a rate equal to the percentage tax rate for
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i ndi viduals provided in subsection (b) of Section 201,

provided that withholding is not required if such payment

of wwinnings is | ess than $2, 000.

(b) Credit for taxes wthheld. Any anount w thheld
under Subsection (a) shall be a credit against the Illinois
income tax liability of the person to whomthe paynent of
w nni ngs was made for the taxable year in which that person
incurred an Illinois inconme tax liability with respect to
t hose w nni ngs.

(Source: P.A 85-731.)
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