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Illinois proposes repealing dividend 
deductions, decoupling from 
domestic production activities 
deduction, and repealing non-
combination rule 

March 8, 2013 

In brief 

On March 6, 2013, Illinois Governor Pat Quinn delivered his fiscal year 2014 budget address. As part of 

his address, the Governor called for a creation of a Bill Payment Trust Fund to assist in the payment of 

the State's current outstanding bills. To generate monies for this new Fund, the Governor proposed three 

corporate income tax changes: (1) suspending the foreign dividend deduction; (2) decoupling from the 

federal domestic production activities deduction; and (3) suspending the non-combination rule for 

unitary members with different apportionment formulas. That same day, Senate Bill 1159 was amended 

to incorporate these three proposed changes, including repeal of most domestic dividend received 

deductions, which would be effective for tax years ending on or after December 31, 2013. Illinois 

taxpayers should be aware of how these changes, should they be enacted, will impact their Illinois 

corporate tax liability and filing requirements. [Illinois Senate Bill 159, introduced 3/6/13] 

 

In detail 

Repealing dividend 

deductions 

While Governor Quinn spoke in 
terms of ‘suspending’ the 
foreign dividend deduction, S.B. 
1159 would repeal the deduction 
permanently. Repeal of 
corporate dividend received 
deductions goes beyond foreign 
dividends and would include all 
domestic dividends except for 
those that are eliminated under 
the federal consolidated return 
rules.  

Decoupling from domestic 

production activities 

deduction 

Under current law, Illinois 
allows the IRC Sec. 199 
domestic production activities 
deduction (DPAD), which 
generally provides for a 
deduction equal to nine percent 
of qualified production activity 
income.  

For tax years ending on or after 
December 31, 2013, S.B. 1159 
would require taxpayers to add 
back their IRC Sec. 199 DPAD.  

Repeal of non-combination 

rule 

While Governor Quinn spoke in 
terms of ‘suspending’ the non-
combination rule, S.B. 1159 
would repeal the rule. Under 
current law, members of a unity 
business group that are required 
to apportion Illinois income 
under different methods (e.g., 
financial organizations, 
insurance companies, and 
transportation companies) 
cannot file as members of the 
same Illinois combined return. 

 

http://www3.illinois.gov/PressReleases/ShowPressRelease.cfm?SubjectID=2&RecNum=10980
http://www.ilga.gov/legislation/billstatus.asp?DocNum=1159&GAID=12&GA=98&DocTypeID=SB&LegID=71234&SessionID=85
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For tax years ending on or after 
December 31, 2013, S.B. 1159 would 
repeal this rule and require unitary 
members with different 
apportionment methodologies to file 
as members in a single Illinois 
combined return.  

The takeaway 

It is clear from the Governor's budget 
address that the state is in fiscal crisis. 
The Governor's call to repeal 
‘corporate loopholes’ should put 
corporations on notice of this 

administration’s desire to change long 
establish tax policy. We will closely 
monitor the progress of this bill, and 
track other key legislative initiatives 
that are introduced during this 
legislative session.

 

 
 

 
 

Let’s talk   

If you have any questions regarding S.B. 1159, please contact one of the following individuals:  

State and local tax services 

Kevin Merkell 
Partner, Chicago 
(312) 298-5686   
kevin.merkell@us.pwc.com 
 

Christopher Tobin 
Partner, Chicago 
(312) 298-2139   
christopher.tobin@us.pwc.com 
 

Michael Lovett 
Director, Chicago 
(312) 298-5612   
michael.a.lovett@us.pwc.com 

Michael Santoro 
Director, Chicago 
+1 (312) 298-2917 
michael.v.santoro@us.pwc.com 
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