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AN ACT in relation to taxes.

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

represented in the General Assenbly:

Section 5. The Illinois Incone Tax Act is anended by

changi ng Section 701 as foll ows:

(35 ILCS 5/701) (fromCh. 120, par. 7-701)

Sec. 701. Requirenment and Amount of Wt hhol di ng.

(a) In GCeneral. Every enployer maintaining an office or
transacting business within this State and required under the
provi sions of the Internal Revenue Code to withhold a tax on:

(1) conpensation paid in this State (as determ ned
under Section 304 (a) (2) (B) to an individual; or

(2) paynents described in subsection (b) shal
deduct and wthhold from such conpensation for each
payroll period (as defined in Section 3401 of the

I nt ernal Revenue Code) an anobunt equal to the anount by

whi ch such i ndi vidual's conpensati on exceeds the

proportionate part of this wi t hhol di ng exenption

(computed as provided in Section 702) attributable to the

payroll period for which such conpensation is payable

multiplied by a percentage equal to the percentage tax
rate for individuals provided in subsection (b) of

Section 201.

(b) Paynent to Residents.

Any paynment (including conpensation) to a resident by a
payor maintaining an office or transacting business wthin

this State (including any aqgency, officer, or enpl oyee of

this State or of any political subdivision of this State) and

on which withholding of tax is required under the provisions
of t he Internal Revenue Code shall be deened to be

conpensation paid in this State by an enployer to an enpl oyee
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for the purposes of Article 7 and Section 601 (b) (1) to the
extent such paynment is included in the recipient's base
i ncome and not subjected to w thhol ding by anot her state.

(c) Special Definitions.

Wthholding shall be considered required under t he
provisions of the Internal Revenue Code to the extent the
| nternal Revenue Code either requires wthholding or allows
for voluntary wthholding the payor and recipient have
entered into such a voluntary w thhol ding agreenent. For the
purposes of Article 7 and Section 1002 (c) the term
"enpl oyer” includes any payor who is required to withhold tax
pursuant to this Section.

(d) Reciprocal Exenption.

The Director may enter into an agreenent with the taxing
authorities of any state which inposes a tax on or neasured
by income to provide that conpensation paid in such state to
residents of this State shall be exenpt from w thholding of
such tax; in such case, any conpensation paid in this State
to residents of such state shall be exenpt from w thhol ding.
Al reci procal agreenents shal | be subject to the
requi renments of Section 2505-575 of the Departnent of Revenue
Law (20 I LCS 2505/ 2505-575).

(e) Notw thstanding subsection (a) (2) of this Section,
no wthholding is required on paynents for which w thhol ding
is required under Section 3405 or 3406 of +the Internal
Revenue Code of 1954.

(Source: P.A 90-491, eff. 1-1-98; 91-239, eff. 1-1-00.)
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