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Comments

[NOTE: All citations to “Manual” in the comments below are to the
Administrative Rules Procedures Manual, prepared by the Revisor of
Statutes Bureau and the Legislative Council Staff, dated September
1998.]

1. _Statutory Authority

Section Tax 1.12 (11) (¢) provides that the Secretary of Revenue’s determination of whether
it is an undue hardship to require a taxpayer to use electronic fund transfers for payments to the
Department of Revenue is “not appealable.” There does not appear to be any statutory authority for
this paragraph. The department should either provide an explanation of the statutory authority for
this paragraph or delete it from the rule.

2. Form, Style and Plgcemeni Ain Aémiﬁistrative Code

The second sentence of s. Tax 1.12 (3) (d) is explanatory in nature. If the department
determines that this sentence is necessary, it should be placed in a note following par. (d). [See s.
1.09 (1), Manual. See, also, the second sentence of s. Tax 1.12 (3) (h).]

5. Clarity, Grammar, Punctuation and Use of Plain Language

a. Section Tax 1.12 (3) (a) defines the term “ACH” in part to mean a central clearing facility
operated by a federal reserve bank or a private sector organization on behalf of depository financial
institutions. Subsection (3) (h) states that settlement in the ACH system generally occurs through
federal reserve banks, implying that settlement may occur outside of a federal reserve bank. Finally,
sub. (3) (i) defines the term “settlement date” to mean the date on which an exchange of funds with
respect to an entry or entries is reflected on the books of the federal reserve bank. Given the
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provisions of sub. (3) (a) and (h), should other entities be added to a federal reserve bank in sub. (3)

(i)?

b. Itissuggested thats. Tax 1.12 (4) be redrafted to require that a person who owes the taxes
and fees described in sub. (4) must pay them using the EFT payment method. In addition, is it clear
whether the $40,000 or $10,000 limits in sub. (4) apply to a person required to pay the taxes and fees
enumerated in sub. (4) regardless of how many business locations that person has?

c. Itissuggested that the word “year” in s. Tax 11.12 (4) (a) 1. be replaced with the word
“year’s.” In addition, it is suggested that the word “payment” be placed after the word “withholding”
in s. Tax 11.12 (4) (a) 2.

d. Ins. Tax 11.12 (4) (a) 3., the quotation marks should be deleted.

e. Section Tax 11.12 (4) (a) 8. provides that the EFT payment method must be used for
payments of alternate fuels tax when the “total tax due” in the prior calendar year was $40,000 or
more. Unless there is a difference in the meaning of the term “total tax due” and the term “tax due”
which is used in other subdivisions of s. Tax 11.12 (4) (a), it is suggested that the word “total” be
eliminated from subd. 8.

f. Section Tax 11.12 (4) (b) would be clearer if it were rewritten to read: “Any person not
required to use the EFT payment method under par. (a) may elect to use the EFT payment method
to pay or deposit the taxes or fees specified in par. (a).

g. Itis suggested that s. Tax 11.12 (6) (c) be revised to state whether a person required to
make payments using the EFT payment method on the date required under s. Tax 11.12 (5) is still
required to make those payments on that date if the department has not confirmed the payment
registration and provided payment instructions to the payer under s. Tax 11.12 (6) (c).

h. Section Tax 11.12 (7) (a) provides that ACH debit transfers shall be made using a touch
tone telephone, computer with modem or “other department approved method.” It is suggested that
the word “a” be placed before the word “computer” and the word “modem.” In addition, s. Tax 11.12
(7) (a) should provide information on-how a person determines whether there is another approved
method of making ACH debit transfers.

i. Section Tax 11.12 (7) (a) 2. and (b) 2. and (10) are confusing. The language in sub. (7)
requires transfers to be “initiated” before a certain time in order to be timely received. The language
in sub. (10) requires payments or deposits to have a “settlement date” on or before the described due
date in order to be considered timely. Does this mean that even if a payment is received by the
settlement date, it is not considered timely if the payment was not initiated before a certain date?
It is suggested that s. Tax 11.12 be redrafted to provide a clear answer to this question.

Jj- Inthe second sentence of the example following s. Tax 11.12 (10), should the phrase “or
before” be inserted after the phrase “settle on”?



PROPOSED ORDER OF THE DEPARTMENT OF REVENUE
CREATING RULES

The Wisconsin Department of Revenue proposes an order to create Tax 1.12, relating to
electronic funds transfer.

Analysis by the Department of Revenue
Statutory authority: ss. 73.029 and 227.1 1(2)(a), Stats.

Statutes interpreted: ss. 71.01(8r), 71.42(3m), 71.63(1m) and (5m), 71.65(3)(a), 73.029,
77.58(1m), 77.61(14), 77.96(5m), 78.12(5), 78.55(5m), 139.01(5m), 139.30(8m) and
139.75(5m), Stats.

SECTION 1. Tax 1.12 is created to permit the Department of Revenue to require
electronic funds transfer, or “EFT,” to pay or deposit certain taxes and fees, including but not
limited to corporate income and franchise tax; income tax withholding; general, county and
special district, or “stadium,” sales and use tax; fermented malt beverages tax; liquor, or
“distilled spirits and wine,” tax and administrative fee; cigarette tax; tobacco products tax;
alternate fuels tax; general aviation fuel tax; motor vehicle fuel tax and petroleum inspection fee;
and individual and fiduciary income tax, when the amounts due in the prior year equaled or
exceeded a specified amount. The rule is being promulgated because it is the only method by
which the department may require EFT as a payment method, as a result of the creation of s.
73.029, Stats., by 1997 Wis. Act 27.

In addition to providing for EFT payment requirements, the rule also provides information
for taxpayers who elect to use EFT. ' ;

SECTION 1. Tax 1.12 is created to read:

Tax 1.12 Electronic funds transfer. (1) SCOPE. This section applies to any person
who is required to or elects to pay ordeposit taxes or fees by electronic funds transfer, or “EFT.”
(2) PURPOSE. The purpose of this section is to specify which taxes and fees are
required to be paid or deposited using the EFT payment method, to provide that certain persons
not required to use the EFT payment method may elect to do so and to explain the procedures

for using EFT.
(3) DEFINITIONS. In this section:
(a) “ACH” means automated clearing house, a central clearing facility operated by a

federal reserve bank or a private sector organization on behalf of depository financial institutions

in which depository financial institutions transmit or receive ACH entries.



(b) “ACH credit” means the EFT payment option in which the payer initiates the transfer
of funds by authorizing the payer’s financial institution to transfer the payment amount to the
department’s depository bank.

(c) “ACH debit” means the EFT payment option in which the payer initiates the transfer
of funds by authorizing the department’s depository bank to transfer the payment amount from
the payer’'s account. |

(d) “Electronic funds transfer” or “EFT" means any transfer of funds initiated through a
terminal, telephone, computer or magnetic tape authorizing a financial institution to debit or
credit an account for next day settlement. EFT is a payment method which allows funds to be 9
transferred eiectronically from the payer’s financial institution to the department'’s depository )&2& .
bank eliminating the need to prepare and process a baper check.

(e) “Entry” means an electronic item representing the transfer of funds in the ACH
system.

(f) “Financial institution” means any bank, savings and loan, credit union, industrial bank"
or cher institution organized under either national or‘state banking laws capable of both
accepting deposits and making loans.

(g9) “Payer” means any person who is required to or elects to pay or deposit taxes or fees
by electronic funds transfer.

(h) “Settle” or “settlement” means to transfer funds, or a transfer of funds, between two
parties in cash or negotiable items or on the books of a mutual depository to complete one or @
more prior transactions and made subject to a final accounting. Settlement for the ACH system iy\o_ti

@)ccurs through the federal reserve banks.
—2

(i) “Settlement date"\nrsaﬂ&me\date on which an exchange of funds with respect to an ,&
h -

entry or entries is reflected on the books of th@mpgﬁi{) ,_,,\.;J)C Q’XO‘{D{ 5

(j) “Trace number” means a character code uniquely identifying each ACH entry. See  \

)
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(4) REQUIREMENT OR ELECTION TO USE EFT. (a) Except as provided in sub. (11),p

S
u/,,'w‘"' .
-t
the department requires that the following taxes and fees be paid or deposited using the EFT
payment method: M v
1. Corporate income and franchise tax estimated tax payments and tax due with the(tax
return when the net tax less refundable credits on the ,prior tax return was $40,000 or more.
2. Income tax withholding when the required deposits were $10,000 or more in the prior
calendar year. W
3. General, county and special district or@tadiun@ sales and use taﬁnen the
aggregate amount due in the prior calendar year was $10,000 or more.
4. Fermented malt beverages tax“when the tax due after the adjustment for any
overpayment or additional amount due for a previous period was $40,000 or more in the prior
palendar year. »
5. Liquor or “distilled spirits and wine” ta>(and administrative feeéwhen the aggregate net
amount of tax and fee due in the prior calendar year was $40,000 or more.
6. Cigarette tax when the net tax due before printing an_d shipping costs was $40,000 or
more in the priof calendar year. |

7. Tobacco products tax when the tax due in the prior calendar year was $40,000 or

more.
8. Alternate fuels tax when the total tax due in the prior calendar year was $40,000 or
more.
9. General aviation fuel tax when the tax due in the prior calendar year was $40,000 or
more.

10. Motor vehicle fuel tax and petroleum inspection fee when the aggregate amount due
in the prior calendar year was $40,000 or more.
11. Individual and fiduciary income tax estimated tax payments when the estimated tax

payments as required under s. 71.09, Stats., were $40,000 or more in the prior taxable year.
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(b) Any person requnred&oﬁﬁuﬁpemsnmﬂi&pegmm@a&w
memm may elect to use the EFT

payment method to pay or deposit the taxes or fees.

(5) DATE FIRST EFT PAYMENT REQUIRED. The department shall notify a person
when EFT payments or deposits are required. A 90-day EFT registration period shall follow the
notification. The first required EFT payment or deposit'shmrbe\;\%jue on the first payment due
date following the end of the registration period.

Example: An employer required to make semi-monthly deposits of withholding tax is
notified of the EFT requirement on November 10, 1999. The first EFT deposit is due February
15, 2000, which is the first deposit due date following the end of the 90-day registration period.

(6) REGISTRATION FOR EFT. (a) Payers shall register with the department to use the
EFT payment method before making EFT payments or deposits. Payers required to pay or
deposit by EFT shall be notified by the department and given registration instructions. Persons

“who elect to pay or deposit by EFT may request an EFT registration packet from the
department.

Note: A request for an EFT registration packet may be made by calling the
department’s forms request line at (608)266-1961, or by writing to Forms Request Office,
Wisconsin Department of Revenue, P.O. Box 8903, Madison, WI 53708-8903.

(b) As part of the registration process, the payer shall provide a signed authorization
statement to the department authorizing the department to make ACH debit transfers through its
depository bank or to receive ACH credit transfers from the payer’s financial institution.

(c) The department shall confirm the registration and provide payment instructions to the‘ZwM
payer. A @ 6915%/* W/j,

(7) EFT PAYMENT PROCEDURES. EFT payments or deposits shall be credited by the M
department directly to the payer’s tax account. The payer may use the ACH debit or ACH credit W
transfer option, or both, as follows:

(a) ACH debit transfers. 1. ACH debit transfers shall be made using a touch tone

telephone, computer with modem or other department approved method. A toll free telephone

g e
Juo? A
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number and voice instructions shall be provided by the department for the payer to use when

initiating an ACH debit transfer via telephone. Required payment information includes the tax
type code for the tax being paid, the tax period date to which the payment should be applied,

the amount of the payment and the effective date of the payment.

2. Thc:e payer shall initiate ACH debit transfers before 4:00 p.m. central standard time or
central daylight savings time, as applicable, at least one business day before the prescribed due
date of the payment in order to be timely received.

(b) ACH credit transfers. 1. A payer shall initiate ACH credit transfers through the payer’s
financial institution following directions specific to that financial institution.

2. In order to be timely received, ACH credit transfers shall be initiated in time for the - .
payer’s financial institution to settle the funds transfer on or before the due date of the payment.

(8) COSTS TO INITIATE EFT. (a) ACH debit transfers shall occur at no cost to the@ 7
payer. ) “}{M'
(b) Payers using ACH credit transfers are liable for any fees charged by the payer’s /RZM/‘7
financial institution.

(9) EVIDENCE OF EFT PAYMENT. A payer receives a trace number for each EFT
transaction. The trace number given to the payer during the EFT transacﬁon and included as
part of the ACH entry is the payer’s confirmation of payment or deposit and shall provide proof
of the date and amount of the payment or deposit.

(10) DUE DATE OF EFT PAYMENT. (a) In order to be considered timely, EFT
payments or deposits shall have a settlement date on or before the prescribed due date, or the
revised due date as provided in par. (c), of the payment or deposit.

(b) Payments or deposits made by EFT with a settlement date later than the prescribed

due date or revised due date of the payment or deposit shall be considered late and-shait-be- ale.

subject to all applicable late fees, penalties and interest.



(c) When the prescribed due date falls on a weekend or legal holiday, the payment due
date is revised to be the ﬁrst business day immediately following the weekend or holiday.

Example: If the prescribed due date falls on a Monday which is also memorial day, an
ACH debit transfer must be initiated on or before the preceding Friday so that it has a settlement
date on or before the following Tuesday, when the payment is due. A payer using an ACH
credit transfer must work with the financial institution to initiate the transfer in time to settle on Rr EQ,‘XQ(
the revised payment due date.

(11) EXCEPTION TO EFT REQUIREMENT. (a) The secretary of revenue may waive
the requirement to use the EFT paymeht method when the secretary determines that the
requirement causes an undue hardship, if the person otherwise required to use EFT does all of
the following:

1. Requests the waiver in writing.

Note: Written waiver requests should be addressed to Electronic Funds Transfer,
Wisconsin Department of Revenue, P.O. Box 8912, Madison, WI 53708-8912.

2. Clearly indicates why the requirement causes an undue hardship.
3. Is current in all return and report filings and tax payments.
(b) In determining whether the EFT requirement causes an undue hardship, the
secretary of revenue may consider the following factors:
| 1. Unusual circumstances which may prevent the payer from using the EFT method.
Examples: Examples of unusual circumstances include:
1) The person does not have access to a touch tone telephone.
2) The person is physically unable to use a touch tone telephone.

3) The telephone system available to the person is incompatible with the department’s
telephone system used for EFT registration or payments, or both.

2. Any other factor which the secretary determines is pertinent. Oq

(c) The secretary of revenue’s determination under this paragraph is not appealable.
Note: Section Tax 1.12 interprets ss. 71.01(8r), 71.42(3m), 71.63(1m) and (5m),

71.65(3)(a), 73.029, 77.58(1m), 77.61(14), 77.96(5m), 78.12(5), 78.55(5m), 139.01(5m),
139.30(8m) and 139.75(5m), Stats.




The rules contained in this order shall take effect on the first day of the month following
publication in the Wisconsin administrative register as provided in's. 227.22(2)(intro.), Stats.

Initial Regulatory Flexibility Analysis

This proposed rule order does not have a significant economic impact on a substantial
number of small businesses.

DEPARTMENT OF REVENUE

e : '
21597 Do
Dated: By: Q.
Cate Zeuske
Secretary of Revsate
112 Prdposed Order




State of Wisconsin e bEPARTMENT OF REVENUE

125 SOUTH WEBSTER STREET » P.O. BOX 8933 + MADISON, WISCONSIN 53708-8933
PHONE (608) 266-6466 + FAX (608) 266-5718 - http://iwww.dor.state.wi.us

Tommy G. Thompson Cate Zeuske
Governor Secretary of Revenue

June 24, 1999

JUN 25 RECTD

Honorable Judy Robson

Co-Chair, Joint Committee for Review
of Administrative Rules

Rm 115 South State Capitol

PO Box 7882

Madison Wl 53707-7882

Honorable Glenn Grothman

Co-Chair, Joint Committee for Review
of Administrative Rules

Rm 15 North State Capitol

PO Box 8952

Madison WI 53708

Re: Clearinghouse Rule 99-035
Dear Sgnatoh Robson and Representative Grothman:

Copies of Clearinghouse Rule 99-035 in final draft form and the Report to the presiding
officers of the State Senate and Assembly required under s. 227.19(2) and (3), Stats., are

enclosed.
Sincerely,
’ Cate Zeusk
Secretary of Revenue
CZ:MPW:cll

e:rules\112 Committees - JCRAR
Enclosure

cc: Deputy Revisor



DEPARTMENT OF REVENUE
CLEARINGHOUSE RULE NUMBER 99-035

SECTION 227.19(2) AND (3), STATS., REPORT

Need for Proposed Rule

The rule is necessary to enable the department to require electronic funds transfer
(“EFT") as a method for paying or depositing certain taxes or fees. The department may
require EFT only by promulgating rules, as a result of the creation of s. 73.029, Stats., by
1997 Wisconsin Act 27. The rule specifies which taxes and fees are required to be paid
or deposited using EFT, and it provides information for taxpayers who elect to use EFT
even though not required to do so

Public Hearing

A public hearing was not required, puksuant to s. 227.17(2)(e), Stats.

~ Legislative Council Staff Recommendations

All comments made by the Legislative Council Rules Clearinghouse have been
incorporated into this proposed rule order, except that the change suggested in comment
5.e is not made because the phrase “total tax due” is necessary in regard to payments of
alternate fuels tax. ' '

' Regulatory Flexibility Analysis

The proposed rule order does not have a significant economic impact on a substantial
number of small businesses.

e:rules\112 Committees — Report



PROPOSED ORDER OF THE DEPARTMENT OF REVENUE
CREATING RULES

The Wisconsin Department of Revenue proposes an order to create Tax 1.12, relating to
electronic funds transfer. '

Analysis by the Department c;f Revenue
Statutory authority: ss. 73.029 and 227.1 1(2)(a), Stats._‘

Statutes interpreted: ss. 71.01(8r), 71.42(3m), 71.63(1m) and (5m), 71.65(3)(a), 73.029,
77.58(1m), 77.61(14), 77.96(5m), 78.12(5), 78.55(5m), 139.01(5m), 1 39.30(8m) and .
139.75(5m), Stats. ,

~ SECTION 1. Tax 1.12 is created to permit the Department of Revenue to require
electronic funds transfer, or “EFT,” to pay or deposit certain taxes and fees, including but not ,
limited to corporate income and franchise tax; income tax withholding; general, county and
special district, or “stadium,” sales and use tax; fermented malt beverages tax; liquor, or
“distilled spirits and wine,” tax and administrative fee; cigarette tax; tobacco products tax;
alternate fuels tax; general aviation fuel tax; motor vehicle fuel tax and petroleum inspection fee;
and individual and fiduciary income tax, when the amounts due in the prior year equaled or
exceeded a specified amount. The rule is being promulgated because it is the only method by
which the department may require EFT as a payment method, as a result of the creation of s.
73.029, Stats., by 1997 Wis. Act 27. :

in addition to providing for EFT payment requirements, the rule also provides information:
for taxpayers who elect to use EFT. e : :

ey 3

SECTION 1. Tax 1.12 is created to rea:

Tax 1.12 Electronic funds transfer. (1) SCOPE. This section applies to any person
who is required to or elects to pay or deposit taxes or fees by electronic funds transfer, or "EFT.”
(2) PURPOSE. The purpose of this section is to specify which taxes and fees are
- required to be paid or deposited us’ing the EFT payment method, to-provide that certain persons

not required to use the EFT payment method may élect to do so and to explain the procedures
for using EFT. | | | |

(3) DEFINITIONS. In this section:

(a) “ACH” means auto‘mated clearing house, a central clearing faci!ity operated by a
federal reserve bank or a private se;:tcr organization on behalf of depoéitory financial institutions

in which depository financial institutions transmit or receive ACH entries.



(b) “ACH credit” means the EFT payment option in which the payer initiates the transfer
of funds by authorizing the payer’s ﬁnanciat institution to transfer the payment amount to the
departmertt’s depository bank.' “ | |

(c) “ACH debit" means the EFT payment option in which the payer initiates the transfer
- of funds by authorizing the department’s depository bank to transfer the payment amount from
the payer’'s account. |

(d) “Electronic funds transfer’ or “EFT” means any transfer of funds initiated through a
terminal, telephone computer or magnetic tape authonzmg a fmancxal institution to debit or
credit an account for next day settlement. |

Note: The EFT payment method allows funds to be transferred electronically from the
payer’s financial institution o the department s depository bank eliminating the need to prepare
and process a paper check.

(e) “Entry” means an e!ectronic item representing the transfer of funds in the ACH
system.

() “Financial institution’t means any bank, savings and loan, credit union, industrial bank
_ or other institution organized under either naticmat or stete banking laws eapable of both
accepting t;tepesits andk makin’g: loans. o

(9) “Payer” means any person who is required to or elects to pay or deposit taxes or fees
by electronic funds transfer.

(h) “Settte” or “settlement” means to transfer funds, or a transfer of funds, between two
partiee in cash or negotiable items or on the books of a mutual depository to complete one or
more prior transactions and made subject to a final accounting.

(i) “Settlement date” means the date on which an eXchange of funds with respect to an
entry or entries is reflected on the books of the departme’nt’s depository bank.

() “Trace number” means a character code uniquely identifying each ACH entry.

(4) REQUIREMENT OR ELECTION TO USE EFT. (a) Except as provided in sub. (11),

the department requires a person who owes taxes and fees as described in subds. 1. to 11. to



pay or deposit the takes and fees using the EFT payment method. The following taxes and fees |
are included in the EFT payment ‘r'equirement:

1. Corporate income and franchise'tax estimated tax payments and tax due witﬁ the tax
return when the net tax less refundable credits on the prior year’s tax return was $40,000 or
more.

2. Income tax withholding payments when the required deposits Were $10,000 or more
in the prior calendar year.

3. General, county and stadium sales and use tax when the aggregate amount due in
the prior calendar year was $10,000 or more. | |

Note: See s. Tax 11.001(4) for thé definition of stadium tax.

4, Fermehted fnalt beverages tax when {he tax due after the adjustment for any
overpayment or additional amount due for a previous period was $40,000 or more in the prior
calendar year.

- 5. Liquor or “distilled spirits and wine” tax and administrative fee when the aggregate net
- amount of tax and fee due in the prior calendar year was $40,000 or more.
| 6. Cigarette tax when the net tax due before printing and shipping costs wask $40,’OOO ﬁr
“more in the prior calendar year.
7. Tobacco products tax when the tax due in the prior calendar year was $40,000 or
more.
8. Altematé fuels tax when the total tax due in the prior calendar yéar was $40,000 or
more.
- 9. General aviation fuel tax when the tax due in the prior calendar year was $40,000 or
more. | |
10. Motor vehicle fuel tax and petroleum inspection fee when the aggregate amount due

in the prior calendar year was $40,000 or more.



11. Individual and fiduciary income tax estimated tax payments when the estimated tax
payments as required under s. 71.09, Stats., were $40,000 or mbre in the prior taxable year.

(b) Any person not required to use the EFT payment method under par. (a) may elect to
use the EFT payment method to pay or deposit the taxes or fees specified in par. (a).

(S) DATE FIRST EFT P.AYMENT REQUIREID. The department shall notify a person
| when EFT payments or deposits are required. A 90-day EFT registration period shall foliow the
notification. The first required EFT payment or deposit shall be due on the ﬁrsf payment or
depoeit due date following the end of the registration period.

Example An employer reqi.lired to make semi-monthly deposits of withholding tax is
notified of the EFT requirement on November 10, 1999. The first EFT deposit is due February
15, 2000, which is the first deposit due date following the end of the 90-day registration period.

(6) REGISTRATION FOR EFT. (a) Payers shall register with the department to use the
EFT payment method before making EFT payments or depoeits. Payers required to pay or
depesit by EFT shall be notified by the department as provided in sub. (5) and given registration
instructions. Persons who elect to pay or deposit by EFT may request an EFT fegistration
packet from the department

| , Note A request foran EFT regrstratlon packet may be made by calling the
department’s forms request line at (608)266-1961, or by writing to Forms Request Office,
Wisconsin Department of Revenue P.O. Box 8903, Madison, Wi 53708-8903.

(b) As part of the reglstratlon process, the payer shall provide a sxgned authorization
statement to the depariment authorizing the department to make ACH debit transfers through its
depository benk or to receive ACH credit transfers from the payer’s ﬁnancial institution.

(7) EFT PAYMENT PROCEDURES. EFT payments or deposits shaﬂ be credited by the
department directly to the payer’s tax account. The payer may use the ACH debit or ACH credit
transfer option, or both, as foHews:

(a) ACH debit transfers. ‘1. ACH debit transfers shall be made using a touch tone

telephone, a computer with a modem or another department approved method. A toll free

telephone number and voice instructions shall be provided by the department for the payer to



use when initiating an ACH debit transfer via telephone. Required payment information in‘cludes
the tax type code for the tax being paid, the tax period date to which the payment should be
applied; the amount of the payment and the effective date of the payment.

Note: written requests for department approval of another ACH debit transfer method
* should be addressed to Electronic FundsTransfer, Wisconsin Department of Revenue, P.O. Box
8912, Madison W1 53708-8912. '

2. The payer shall initiate ACH debit transfers before 4:00 p.m. central standard time or
- central daylight savings time, as applicable, at least one business day before the prescribed due
date of the payment in order for the payment to have a settiement date on or before the
prescribed dué date.

- (b) ACH credit transfers. 1. A payer shall initiate ACH éredit transfgrs through th‘é payer's
financial institution following directions specific to that financial institution. , |

2. In order for the payment to have a settlement date on or before the prescribed due
date, ACH credit transfers shall be initiated in time for the payer’s financial institution to settle
the funds transfer on or before the due date of the péyment.

(8) COSTS TO lNiTtATE EFT. (a)“ ACH debit transfers shat! occur at no cost to the
G , - = ‘ E i ;

(b) Payers using ACH credit transfers are liable for any fees charged by the payer's
financial institution.

9 EVtDENCE OF EFT PAYMENT. A payer receives a trace number for each EFT
transaction. The trace number given to the payer during the EFT transaction and included as
part of the ACH entry is the payer’s confiﬁnatign of payment or deposit and shall provide proof
of the date and arﬁount of the payment or deposit.

(10) DUE DATE OF EFT‘ PAYMENT. (a)In order for EFT payments and de posits to be
considered received on or before the prescribed due date, EFT payments or deposits shall have
a settlement date on or before the prescribed due date, or the revised due date as provided in

par. (c), of the payment or deposit.



(b) Payments or deposits made by EFT with a settlement date later than the prescribed ’
due date or revised due date of the payment or deposit shall be considered late and shall be
subject to all applicable late fees, penalties and interest.

(c) When the prescribed due date falls oh a weekend or legal holiday, the payment due
date is revised to be the first business day immediately following the weekend or holiday.

Example: If the prescribed due date falls on a Monday which is aisé memorial day, an
ACH debit transfer must be initiated on or before the preceding Friday so that it has a settlement
date on or before the following Tuesday, when the payment is due. A payer using an ACH
credit transfer must work with the financial institution to initiate the transfer in time to settle on or
before the revised payment due date.

(11) EXCEPTION TO EFT REQUIREMENT. (a) The secretary of revenue may waive
the requirement to use the EFT payment method when the se’cretary' determines that the
requirement causes an undue hardship, if the person otherwise required to use EFT does all of

-the following:

1. Requests the waiver in writing.

Note: Written waiver requests should be addressed to Electronic Funds Transfer,
. Wisconsin Department of Revenue, P.O. Box 8912, Madison, Wi 53708-8912.

. 2.,,;Clea'kly indicates4Why"che requirement causes an undue hardship.

3.1s cx)rrent in all return and report filings and tax payments. B

(b) In determining whether the EFT requirement causes an undue hardship, the
secretary of ‘revenue may consider the following factors:

1. Unusual circumstances which may prevent the payer from using the EFT method.

Examples: Examples of unusual circumstances include: |

1) The person does not have access to a touch tone telephone.

2) The person is physically unable to use a touch tone telephone.

3) The telephone system available to the person is incompatible with the department s
telephone system used for EFT registration or payments, or both.

2. Any other factor which the secretary determines is pertinent.



Note: Section Tax 1.12 interprets ss. 71.01(8r), 71.42(3m), 71.63(1m) and (5m),
71.65(3)(a), 73.029, 77.58(1m), 77.61(14), 77. 96(5m) 78.12(5), 78.55(5m), 139.01(5m),
4139.30(8m) and 139.75(5m), Stats.

The rules contained in this order shall take eﬁect on the ﬂrst day of the month following
publication in the Wisconsin administrative register as provided in s. 227. 22(2)(mtro ), Stats.

~ Initial Regulatory Flexibility Analys:s
This proposed rule order does not have a significant economic impact on a substantial

number of small busmesses

DEPARTMENT OF REVENUE

Dated: __ H-15491 Q&ﬂ/z&(‘wﬁ/

Cate Zeuske
Secretary of Revenue

112 Proposed Order
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In August 1998, approximately 30% of withholding collections came from voluntary use of EFT. Itis not

currently possible to use EFT for sales tax deposits. The rule would not have a significant effect on state tax -

collections. With increased EFT, state GPR investment income could increase by perhaps $1 million annually

because funds would be available sooner than without EFT. Some of this increase would be from voluntary
use of EFT, and some from required use. o '
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State of Wisconsin e DEPARTMENT OF REVENUE

125 SOUTH WEBSTER STREET + P.O. BOX 8933 + MADISON, WISCONSIN 53708-8933
PHONE (608) 266-6466 - FAX (608) 266-5718 « http://www.dor.state.wi.us

Tommy G. Thompson Cate Zeuske
Governor Secretary of Revenue

June 24, 1999

Honorable Judy Robson

Co-Chair, Joint Committee for Review
of Administrative Rules

Rm 115 South State Capitol

PO Box 7882

Madison WI 53707-7882

Honorable Glenn Grothman

Co-Chair, Joint Committee for Review
of Administrative Rules

Rm 15 North State Capitol

PO Box 8952

Madison WI 53708

Re: Clearinghouse Rule 99-054

Dear Senator Robson and Representative Grothman:

Copies of Clearinghouse Rule 99-054 in final draft form and the Report to the presiding
officers of the State Senate and Assembly required under s. 227.19(2) and (3), Stats., are
enclosed.

Secretary of Revenue

CZ:MPW:cll
e:rules\1105 Committees — JCRAR

Enclosure

cc: Deputy Revisor



DEPARTMENT OF REVENUE
CLEARINGHOUSE RULE NUMBER 99-054

SECTION 227.19(2) AND (3), STATS,, REPORT

Need for Proposed Rule

The rule is necessary to:

Reflect law changes relating to: sales of food and beverages by institutions of higher
education; and the exemption for purchases by joint local water authorities.

Reflect two Circuit Court decisions, relating to transportation charges separately
incurred by a buyer from a carrier independent of the retailer.

Provide additional information or clarification relating to: taxable admissions; the
taxability of lodging facility rentals; items a Wisconsin governmental unit may use to
document its exempt purchases; nontaxable gross receipts of governmental units;
the taxability of meals; and the exemption for food and beverages sold by health care
facilities.

Reflect the creation of a new multipurpose exemption certificate.

Update style and format in conformity with Legislative Council Rules Clearinghouse
standards. o

Public Hearing

A public hearing was not required, pursuant to s. 227.17(2)(e), Stats.

Legislative Council Staff Recommendations

The Legislative Council staff reviewed the proposed order and had no recommendations
for changes.

Regulatory Flexibility Analysis

The proposed rule order does not have a significant economic impact on a substantial
number of small businesses.

e:rules\1105 Committees ~ Report



PROPOSED ORDER OF THE bEPARTMENT OF REVENUE
REPEALING, RENUMBERING, AMENDING, REPEALING
AND RECREATING AND CREATING RULES

The Wisconsin Department of Revenue proposes an order to: repeal Tax 11. 94(2)(d)
renumber Tax 11.05(3)(m) to (u) and Tax 11.87(1)(e) and (f); amend Tax 11.05(2)(a), (d), (f)
and (i), (3)(d) and (L) and (4)(a) and (b)2., Tax 11. 87(1)(b) (2)(c) and (3)(a) and Tax
11.94(1)(d) and (2)(a) and (c); repeal and recreate Tax 11.87(3)(c); and create Tax
11.05(3)(m), (W) and (x) and (4)(b)3., relating to governmental units; meals, food, food products
and beverages; and Wisconsin sales and taxable transportation charges

Analy3|s by the Department of Revenue

Statutory authonty s. 227.11(2)(a), Stats.

Statutes interpreted: ss. 77. 51(4)(a)3 (14r) and (15)(a)3., 77 52(2)(a) and 77. 54(9a)
(20)(c) and (20m), Stats.

SECTION 1. Tax 1. 05(2)(a) and the example following, sub. (2)(d) and sub. (3)(d) are
revised, to provide addltxonal information regardmg the facilities to which admissions are
taxable.

A note is added at the end of Tax 11.05(2)(b), to reference Tax 11.51 for a list of taxable
focd products.

Tax 11.05(2)(d) is further revxsed to update style per Legislative Councd Rules
Cieannghouse (Cteannghouse) standards

Tax 11 05(2)(f) is revised, to reﬂect the renumbermg of sub. (3)(p) as explamed in
section 2.

Tax 11.05(2)(i) is revised, to clarify that the paragraph apphes to the rental of lodgmg
facilities that are available to the public.

Tax 11.05(3)(L) is revised, to reflect the change to s. 77. 54(20)(0)5 Stats., by 1997 Wns.

Acts 27 and 41, regarding sales of food, food products and beverages by mstitutlons of higher
educatxon

SECTIONS 2 AND 3. Tax 11.05(3)(m) to (u) are renumbered Tax 11. 05(3)(n) to (v) and
new Tax 11.05(3)(m) is created, to reflect the change to s. 77.54(20)(c)5., Stats., by 1997 Wis.

~ Acts 27 and 41, regarding sales of food, food products and beverages by mstatutlons of higher
education.

Tax 11.05(3)(w) and (x) are created, to list additional ftems which are not taxable.

SECTION 4. Tax 11.05(4)(a) is revased to reflect the exemption for purchases of joint

local water authorities, as a result of the creation of s. 77.54(9a)(em), Stats., by 1997 Wis.
Act 184,

Tax 11 .05(4)(b)2. and the note following are revised, to reflect the creation of a new
multipurpose exemption certifi cate, Form S-211, which replaces various other exemptlon



' cemﬂcates

SECTION 5. Tax 11 D5(4)(b)3 is created, to reflect that a Wisconsin governmental unit

may provide its certificate of exemp‘c status number to a retailer to document that its purchases .
- are exempt.

SECTION 6. Tax 11. 87(1)(b) is revxsed to include a reference to s. 77.54(20m), Stats.,
as created by 1997 Wis. Act 237. .

SECTION 7. Tax 11.87(1)(e) and (f) are renumbered Tax 11. 87(1)(f) and (e), to
alphabetxze defmttlons per Cl earinghouse standards.

A note is added at the end of Tax 11. 87(1)(h) to reference Tax 11. 51 for lists of taxable
and exempt items. ‘

SECTION 8. Tax 11. 87(2)(0) and the example are revxsed and a note is added, to clarify
: the taxability of meals.

Tax 11. 87(3)(a) is revised, to cianfy the exemptlon for food and beverages soch:y hea!thf
care facilities. _ ;

SECTION 9 Tax 11. 87(3)(c) is revised, to reflect the change to s. 77.54(20)(c)5., Stats.,
by 1997 Wis. Acts 27 and 41, regarding sales of food, food products and beverages by
institutions of- htgher education.

SECTIONS 10 AND 11. Tax 11. 94(1)(d) and (2)(3) are revased to update style per -
Cleannghouse standards .

- Tax 11.94(2)(c) is revised, to reflect two Circuit Court dec:s;ons Rhinelander Paper
Company, Inc. vs. Wisconsin Department of Revenue (87CV 1051, December 18, 1997) and
Trierweiler Construction and Supply Co., Inc. vs. Wisconsin Department of Revenue (97CV

1444, December 12, 1997). The Circuit Court held that sales price does not include
transportation costs separately incurred by the buyer from a carrier independent of the retailer.

'Consequenﬂy, Tax 11.94(2)(d) and the example following are repealed, because the

answer may vary, depending on the facts. Taxability must be determmed ona case-by—case
basis. .

SECTION 1. Tax 11.05(2)(a), (d), (f) and (i) and (3)(d) and (L) are amended to read:

Tax 11.05(2)(a). Admissions to recreational fadilities if the activity being conducted at the

“facility is amusement, athletic. entertainment or recreational in nature.

Note to Revisor: Replace the example at the end of sub. (2)(a) with the following:



Example: Green fees, campground fees, sv»)imfninQ fees, ice skating fees and park
shelter house fees are taxable if the activity being conducted at the facility is amusement,
athletlc entertamment or recreational in nature.

Note to Revisor: Add the followmg note at the end of Tax 11 05(2)(13)
Note: Sees. Tax 11.51 for a hst of food products subject to tax.

(d) Charges for access to or use of athletic facilities: such as baseball and softball

diamonds, stadiums and gymnasiums, including entry fees and any charges for lights. heat,

Janitor fees and equipment. when used for activities which are amusement, athletic,

entertainment or recreational in nature.

(f) Sales of maps plat books, photocopies or other printed ma’cenal except as

prowded in sub. (3.

o Reniai of lodging facilitiesl available to the public, to any person residing fora
continuous period ef less than one month, except that the tax does not apply to the receipts

from accommodations furnished by any hospitals, sanatoriums, nursing homes, colleges or .

universities operated by gdvernfnental units.

(3)(d) Rental of buildings or space, sug:h as offices, warehousesand meeting rooms,_not

‘used for activities which are amusemen‘t athletic, en‘tertain‘ment or reereaﬁonal in nature.

(L) Meals, food food producis or beverages excep‘c soda water beverages fermented
malt beverages and mtoxrcatmg hquor sold by hospitals, sanatonums nursing homes

retirement homes, community-based residential facilities as deﬁned ins. 50.01(19), Stats., and

day cerev centers under ch. 48, S’tatks.k, on their premises to patients, employes, residents or

| mﬁhmmmmmm and meals sold to the eiderly or handlcapped by

“mobile meals on wheels.”

SECTION 2. Tax 11.05(3)(m) to (u) are renumbered Tax 1?.05(3)(n) to (v):



SECTION 3; Tax 11.05(3)(m), (\)‘Q) and (x) are created to read:

- Tax 11.05(3)(m) Me&‘ﬂs, food, food ‘products or beverages, excelpbt‘soda water beverages,
fermented malt Eev.erages and intoxicating quuof, furﬁished'in accordance with any contract or
agreement by é public or private insﬁtuﬁon of ﬁigher educatiori, or paid for to a public or private |
institﬁtion of higher education throuéh, thé use of an account of the institution and furnished by
the institution,, if either of the following conditions is met: |

1. The meals, food, food products or »bé\)er'agé's are\ furnis.‘héd to an‘uﬁdergraduate
student, a graduate student or a student.enrolled in a professional séhooi if the student is
enrolled for credit at that institutioh, provided the itéms are consumed by that s’cudent;

2. The meals, food, food pro‘duéts or beverages are fumishedto a national football
ieagué team.

(w) Parking tickets. "

(x) Charges for lessons.

SECTION 4. Tax 11.05(4)(a) and (b)2. are amended to read:

Tax 15.05(4)(53) ‘Section 77.54(92), Stats., exempts sales to and the stoi‘age, use or other .

"cor’}s‘umption,pf tangibie pérSona! property ahd services by Wiscc'nsih or.by-any égency thersof
of Wisconsin, or any Wisconsin county, city, village, town, school district, couniy—city hospital

established under s: 66.47, Stats., sewérage commission organized under s. 281.43(4), Stéts.,

metropolitan sewerage district organized under ss. 66.20 to 66.26 or 66.88 to 66!918, Stats.,

local exposition.district under subch. 1l of ch. 229, Stats., joint lbca} water authority created

under s. 66.0735, Stats., univérsity of Wisconsin hospitals and clinics authority-or any other unit

of government, or any agency or instrumentality of one or more units of government within
Wisconsin. However, the exemption does not apply to governmentai units of other states or

hospital service insurance‘corpofations under s. 613.80, Stats.



' (b)2. ArA Wiscoﬁsi‘n ealegggd use tax exer.nptiokn certificate, form $-207-orS-209
S-211. | | |
Note to Reﬁisorz Replace the note at the end of sub. (4)(b)2. with the following:

Note: Form S-211 is available from any department of revenue office.

SECTION 5. Tax 11.05(4)(b)3. is created to read:

Tax 11~'.05(4)(b)3§ Its certificate of exempt'statue npmbemhat the retailer 'shouid record
on fihe invoice o} other document it keeps as pért of its récords.

Note to Revisor: In the second note at the end of Tax 11.05, remove the word “and”
before part () and add the following at the end of the note:

' ;and (u) The exemptxon for cer’cam mea!s food, food products and beverages furnished
by mstxtu’nons of higher education was revised to apply only if the items are furnished to an
undergraduate student, a graduate student or a student enrolled in a professional school if the '
student is enrolled for credit at that institution and if the items are consumed by that student, or
the items are furnished to a national football league team, effective for contracts or agreements
entered into on or after October 14, 1997, pursuant to 1997 Wis. Act 27, and further revised to
include certain meals, food, food products or beverages paid for to an institution of higher
education through the use of an account of the institution, if the items are furnished.by the
‘institution, effectzve December 31, 1997, pursuant to 1997 WIS Act 41,

 SECTION 6. Tax 11.87(’3)(b) is amended to read'

Tax 11. 87(1)(b) “Exempt food” means food food products and beverages not subject to
the saies and use tax as prowded in s. 77. 54(20) nd (20m), Stats.

SECTION 7. Tax 11.87(1{)(e) and () are renumbered Tax 11.87(1)(0 and (e).

Note to Revasor Add the fo!lowmg note at the end of Tax 11.87(1)(h):

Note: See §. Tax 11.51to determme whxch items are exempt food and which items are
taxable food. -

SECTION 8. Tax 11.87(2)(c) and (3)(3) are amended to read:

Tax 11. 87(2)(0)(t1ﬂe) Eeeeleempeneeas-ef—mee#e Meals. Food items whnch comprise ef
a%e—eemeenents—ef a meal shall be taxable food when sold. en—a——teke—%i——ee%ege—bae&s—aaé




consumption either on or off the seller's premises. -

*Note to Revisor: 15 Replace the example at the end of sub: (2)(c) with the followi-hg:.

Example: A basket of chicken with cole slaw and french fries sold “to go” is a taxable
meal. - , ‘

2). Add the foilowiﬁg note after the ’exémple at the end of sub. (2)(c):

Note: See s. Tax 11.51 for a definition of meal.

(3)(a) Meals, food, food products or beverages , excep’t_ soda water beverages,

fermented malt beverages and intoxicating liquor, sold en-their-premises by hospitals,

sanatoriums, nursing homes, retirement homes, community-based residential facilities as

defined in s. 50.01(1g), Stats.. or day-care centers registéred under ch. 48, Stats., and served

on their premises. . HoWever,' if an affiliated organization sells the items, the ez;empti’én does not
apply.

Note to Revisor: Do not change the example at the end of sub. (3)(3).

SECTION 9. Tax 11.87(3)(@) is repealed and recreated to read:
Tax 11.87(3)(c) Institutions of higher education. Meals, food, food products or

. ; beverages, except soda water beverages, fermented malt bevérages and intoxicating liquor,

fu‘mis‘hyed in accordance with any contract or agreement by a‘public or private institution of -

higher education, or paid for to a public or private institution of higher education through the use

of an account of the institution and furnished by the institution, if either 61‘ the following
conditions is met: |
1. The meéls, food, food produ"cts or beverages are furnished to an undergraduate
stddent, a graduate stﬁdent vbr a student enrolled in a professional.school if the student is
 enrolied fdrj credit-at that institution, prcvfded the items are consumed by that student.

2. The meals, food, food products or beverages are furnished to a national football

league team.



‘Note to Revisor: 1) Replace ’che first note at»the end of Tax 11.87 with the following:

Note Section Tax 11. 87 interprets ss. 77. 51(4)(::)2 (14)(b)- and (f) and (15)(c)1. and
77.54(20) and (20m), Stats.

2) In the second note at the end of Tax 11.87, remove fﬁe word “on” in parts (a) and (c),
remove the word “and” before part (c), and add the following at the end of the note:

;' (d) The exemption for certain meals, food, food proddcts— and beverages fumished by
institutions of higher education was revised to apply only if the items are furnished to an
undergraduate student, a graduate student or a-student enrolied in a professional school if the
student is enrolled for credit at that institution and if the items are consumed by that student, or
the.items are furnished to a national football league team, effective for contracts or agreements
entered-into on or after October 14, 1997, pursuant to 1997 Wis. Act 27, and further revised to
include certain meals, food, food products or beverages paid for to an institution of higher
- education through the use of an account of the institution, if the items are furnished by the

institution, effective December 31, 1997, pursuant to 1997 Wis. Act 41; and (e) Sales of certain
food combmatwns became exempt effective August 1, 1997 pursuant to 1997 Wis. Act 237.

SECT!ON 10. Tax 11.94(1 )(d) and (2)(a) and (c) are amended to read: .

Tax 11.94(1)(d) Gifts purchased in Wisconsin by resgdents or nonresidents and shipped
out-of-state by the seller at the direction of the purchaser shall-ret-be are not subject to the
sales or use tax if the purchaser does not take physical possession of the gift at the time of the
~ sale. However, if the purchaser takes poséession of the gift at the time of the sale, the sale is
taxable.

(2)(a) When a seller charges a-purchaser for the delivery of taxable tangi‘bie personai ‘
property, the seller's total charge, including any transportation charge, shall be subject to the
sales or use tax. It is immaterial whether delivery is made by the seller’s vehicle,,a common or
. contracf carrier; or the United States postal service.

Note to Revisor: Do not change the example at the end of sub. (2)(a).

(c) A Wisconsin purchaser who purchases taxable goods without tax for use in
Wisconsin is subject to the use tax or sales tax pursuant to s. Tax 11.14(2)(c) based on the

“sales price” of the goode to the purchaser. The “sales price” shall include transportation

charges paid by the Wisconsin purchase’r to the seller for shipment of the goods to the



purchaser The “sales price” does not include transportation charqes pard by the Wnsconsxn

purchaser to a carrier mdependent of the seller when the purchaser arranges for the

" fransportation.
SECTION 11. Tax 11 94(2)(d) is repealed.
Note to Revisor: Replace the first note at the end of Tax 11.94 with the foHowmg

Note: Section Tax 11.84 interprets sS. 71.51(4)(a)3., (14)(intro.) and (d), (14r) and
(15)(a) and 77.52(1), Stats.

The rules contamed in this order shall take effect on the first day of the month foﬁowmg
publication in the Wisconsin administrative register as provided i n s. 227.22(2)(intro.), Stats.

Inmal Regulatory Flex;bmty Analysis

This proposed rule order does not have a stgmﬂcan’t economic lmpact ona substantial
number of small businesses.

DEPARTMENT OF REVENUE
Dated: | % - \5 ﬁ 9 By:

CMske

Secretary of Revenu k

.Lruies/1105 Proposed Order
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Assumptions Used in Arriving at Fiscal Estimate

The proposed order reflects changes in the treatment for sales of meals by institutions of higher learning
enacted in 1997 Wisconsin Acts 27 and 41, an exemption for local water authorities enacted in ;

1997 Act 184, and Circuit Court decisions relating to the treatment of transportation costs. Other
changes clarify existing language to reflect the Department's current position, and alter style and format

to conform to Legislative Council Clearinghouse standards. These rule changes do not have a fiscal
effect. = o
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