I T 95-6
Tax Type: | NCOVE TAX
| ssue: Income Earned in Illinois/Individual Residency

STATE OF ILLINO S
DEPARTMENT OF REVENUE
ADM NI STRATI VE HEARI NGS DI VI SI ON
CH CAGO, I LLINO S

THE DEPARTMENT OF REVENUE
OF THE STATE OF ILLINO S
Docket No.:  XXXXX

V. SSN: XXXXX
XXXXX, Harve D. Tucker,
Taxpayers Adm ni strative Law Judge

N N e N e N N

RECOMVENDATI ON FOR DI SPOSI TI ON
APPEARANCES: XXXXX, pro se
l. SYNOPSI S: This is a case involving XXXXX. On February 8, 1994,
the Departnment of Revenue issued a Notice of Deficiency for incone tax for
the tax year ending Decenber 31, 1991, in the ampbunt of $485.00, inclusive
of tax, penalties and interest to the date of issuance. (Departnent of

Revenue Exhibit 2) The basis of the tax is the addition of federally tax-

exenpt interest. By their protest, the Taxpayers assert that the interest
is tax-exenpt for Illinois income tax purposes. (Department of Revenue
Exhi bit 3)

On consideration of the matters, it is recommended that the i ssue be

resolved in favor of the Departnment of Revenue.

I'1. FIND NGS OF FACT:
1. The Taxpayers received interest fromthe foll ow ng bond sources:
XXXXX
I11. CONCLUSI ONS OF LAW 35 ILCS 5/201(a) inposes a tax neasured by
net incone on every individual on the privilege of earning or receiving

incone in or as a resident of Illinois.



35 ILCS 5/202 defines net incone as that portion of base incone
allocable to Illinois under the provisions of Article 3.

35 ILCS 5/203(a) defines base incone as the taxpayer's federa
adj usted gross inconme, adding thereto interest excluded from gross incone
in the conputation of adjusted gross incone. The regulations further
provide at 86 Adm n. Code ch. |, Sec.100.2470(f):

Interest from state and |ocal obligations is not exenpt from

Illinois income tax except where authorizing | egislation adopted

after August 1, 1969, specifically provides for an exenption.

In addition, Il1linois Departnent of Revenue Publication 101-1ncone
Exenmpt from Tax (Revised Novenber, 1993), enunerates, at (f), the exenpt
i ncone.

The bonds which generated the interest subject of this hearing are
not listed in either the regulations or Publication 101. Accordingly, none
of the subject interest incone is tax-exenpt for |Illinois income tax
pur poses. Al'l such inconme nust be added to federal adjusted gross incone
and no subtraction is allowed.

It is recommended that the Notice of Deficiency be sustained.

Harve D. Tucker
Adm ni strative Law Judge
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