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Good morning. Thank you for allowing me to appear hefore you this morning. My name is Nancy Dollison
and | am the Legislative Director of the Taxpayers’ Federation of lllinois.

The Illinois franchise tax is the vestigial tailbone of corporate taxes. It is a remnant of the days when the
legal construct of a corporation was new.

The federal government and states, not just lllinois, struggled with how to tax them and the franchise tax
was born. It pre-dates the corporate income tax.

The first problem with the franchise tax: it does not piggyback off of the calculations that businesses use to
determine any other tax. It imposes a considerable bookkeeping and compliance burden.

Second, it results in pyramiding. As a company grows, it gets hit with an additional franchise tax — at a higher
rate. When it creates subsidiaries, the same capital dollar is taxed repeatedly, by the original corporation
and each of the subsidiaries, year after year.

TFI recently featured the franchise tax in the November/December, 2013, issue of Tax Facts. This was sent
to each of you and | have copies today. It presents an excellent overview of how the tax works and what
other states are doing.

Thank you for your attention.



