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' ( j ) Items Conanmed, Destroyed or
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Pumhaseﬁoftangx d personal property which s con-

“sumed or‘destroyed-or loses its identity in the manu-
'~ facture of tanglbl ,pérsonal property iiany form des-
- tined forsalé are éxerptunder sec. 77.54(2), Wis. Stats.
The exemphon fértitenis ‘tonsumed or' destroyed is,

f hoWeVer,’hﬂﬁted 16! purchases of items‘used by thanu-

facturets‘m the ‘maififacture of tang‘lble personal prop-

efty. Thé ¢ oﬂ'hxs ‘exemption is descnbed in sec.
Tax 11:41, Wis: Adin

ity ;nianutactute of tangible’prop-

leaching agents, catalysts, chemi-
s and solvents for maintain-

“reases, lappmg'an_ grinding compounds, purifica-
tion agents, sandpaper, slueldma %" and wood

: used to smoke products

. 'Food pmmom 'who' must mamtam hxgh sanitation
. standards in the manufaetunng plant as required un-
 derestablished governmental standards may purchase

chemicals and cleaning agents without tax to clean
walls, ceilings, floors, and drains of the rooms in which
manufacturing takes place, pursuant to the Wisconsin
'Tax Appeals Commission decision in Oscar Mayer &

Co., Inc. vs. Wisconsin Department of Revenue, dated -

May 18, 1984.

This exemptxon does not apply to purchases of clean
towel sérvice or to employe wearing apparel worn for
the comfort or welfare of the employe. However, wear-

. ing apparel consurhed during the manufacturing pro-
cess which prevents contamination of the product
pt‘oduced is exempt.

. “DPestined for Sale” Restnchon

Except for the exemptmn in sec. 77.54(2m), Wis. Stats.,

which applies to the production of shoppers guides,
' newspapers,and periodicals, there is ne exemption for
' property which becomes an ingredient or component

part of an article of tangible personal property unless -

the item produced i$ destined for sale: An item is not

destined for sale if that item is:
w

(a) leen away by the producer of the 1tem

(b) Used by the manufacturer to repair the manu-

facturer’s own equipment.

_,elﬁesneonﬁor*argon used as a

onent artofthe T

+ (¢) Used to print advethsmg and the prmter ‘does no

~ supply the paper. -

' Tang1ble personal property or services which becom: .

aningredient or component of shoppers guides, news
papers, or periodicals or that are consumed or los:
their identity in the manufacture of one of those pub

lications are exempt under sec. 77.54(2m), Wis. Stats

This provides an exemption for the paper purchased it

. the following situations:

1. The publisher of the exempt periodical prowde
- the paper to the printer. '

2. The publisher does its own prmtmg of the exemp
‘ -penodlcal

Periodicals must be negularly issued at average inter
valsnotexceeding 3 monthsand are defined in sec. Ta;

- “11.19(3)(c), Wis. Adm. Code. The" exemption in sec

77.54 (2m), Wis. Stats.; does not apply to advertising
supplements which aré not newspapers. Therefore, :

" retailer’s purchase of advertising supplements are tax:

able, whether the retailer has them distributed with :

" 'newspaper, shoppers guide, or other periodical.

. Exemption in Sec. 77.54(2), Wis. Stats., Does No

Apply to Fuel or Electricity .
The statutory language in sec. 77.54(2), Wis. Stats.

specifically provides that fuel or electricity are no

included within the exemption. Incorporated manu:
facturers, however, are permitted to offset corporate
franchise or income taxes payable with sales tax paic
on’ certain purchases of fuel and electncxty, as de-
scribed in section VLB.

Coke used by a foundry is consxdered a fuel except fo:

- that portion (generally between 5% and 15%) of the

coke which actually becomes an ingredient or compo-
nent part of the grey-iron produced. An engineering
analysis should be used to determine the correct per-
centage

B V. EXEMPTION FOR CONTAINERS‘AND OTHER

' PACKAGING AND SHIPPING MATERIALS

A. Statutory Language

Section 77.54(6)(b), Wis. Stats., exempts from the tax
the gross receipts from the sale of and the storage, use,

or other consumption of: —

- “Containers, labels, sacks, cans, boxes, drums, bags
or other packaging and shipping materials for use
in packing, packaging or shipping tangible per-
sonal property, if such items are used by the pur-

- chaser to transfer merchandise to customers and
meat casing, wrapping paper, tape, containers, la-
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dient o omponent patt of an article of
‘tangible peesonal property or whichiscon-

sumed oridestroyed or Joses its-identity in
themanufiacture of tangible personal prop-
sertyin angy:form:-destined for sale; but this

i erial used to produce heat or power
by buhiing; or- son'tetlung that feeds a.fire. Gases
 such agacetylene or oxygen are, in most instances,

- used as 4 filel. When oxygen is used to enrich the

| 'fuel mixture’ in ‘an-industrial furnace, or when
i oxygen-and acetylene are used in a welding pro-
i.cess, theyare used:as fuels.

A uhhty is a c_ompany ‘authorized by law to
i perform a servxce for the publicina parhcular area,
" and is'subject tb Public Service Commission regu-
- lation, A corporation which produces electnmty or
- steam prunanly for its own consumption is not a

. utlhty ’ .

B The Franduse ot lncome Tax Credlt

1. A Corporate Franchise or Income Tax Credit Is
Available for Sales and Use Taxes Paid on Fuel
and Electncxty Consumed in Manufacturmg

A corporahon s franchise or income tax may be
reduced by the Wisconsin sales and use taxes paid
on fuel and electricity consumed in manufacturing

-tangible personal property in this state. Any un- -

~ -used'credit-may-be carried forward to be offset
agamstthe corporation’s franchise or income tax in
the next succeeding 15 years. However, each year’s
credit must first be applied against the franchise or
income tax liability of that year, before an unused
credlt fromapnor year maybe apphed (sec.71.28(3),

,slabsdeavea,woodchxps -

ood or pnmanly from wood

_,.54(2), Wls Stats 'prowdes an ex-

rfmcemphons}wll fwtmclude fueI oreIectnaty "

. Wiss Stats.). -Section :Tax-2:11;; Wis.-Adm. Code,
. provides more information on thia'subject '
. Must Be Consumed by i Mamlfacturer
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Tlus creditis allowed only to corporahons engaged
in manufacturing in Wisconsin. For an explanation

. of what constitutes manufacturmg see section I1.

"Must Be Consumed in Manufucturing'

. 'The sales or. use tax credit. apphes,only,tp fuel or

- ».. electricity whichis “consumed in manufacturing.”

. - Fuel or electricity used to operate machines and

equipment used directly in the step-by—step manu-

. facturmg process is consumed in manufactunng

. Fuelor electncxty used outside the' scope of manu-

facturing such as that used.in.providing plant

- heating, coohng,ancondxhonmg,‘commumcahons,

lighting, .safety, and. fire pfevention.is not con-

. ..sumed in manufacturing and-there is no.credit for

f sales and-use taxes paid thereor. Other activities

which are outside the scope of manufacturing are
activities associated with administration, advertis-
ing, distribution, receiving, research and product

“ development, sales, shxppmg, storage, and ware-
" housing.

Whenseparate gasor electric meters arenotusedto
determine what portion of the fuel or electricity is
actually consumed in manufacturing, a reasonable
allocation will be accepted.

- When Sales and Use Taxes. Are Paid
‘When computing the sales and use tax credit, the

tax “paid” is to be construed in the light of the

- method used in computing taxable income. Thus,
* incomputing the credit, a corporation which keeps

its books and records on the accrual method may

. consider the sales and use taxes accrued during the

income year for purchases made during that year.

- The credit applies to purchases made during the

year, even though a portion of these purchases are
in inventory at the end of the year..

. ® VII. PRINTED ADVERTISING MATERIAL

PURCHASED BY MANUFACTURERS FOR
OUT-OF-STATE USE

‘A. Statutory Language

Under sec. 77.54(25), Wis. Stats., a sales and use tax -
exemption is provided for:

" “The gross receipts from the sale of and the storage

. and promote the sale of merchandi

of printed material which is desxgned to advertise
, or to adver-
tise the services of individual business firms, which
printed material is purchased and stored for the
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Handrick, Diane

From: ° Qurada, Thomas D

Sent: Monday, December 11, 2000 4:37 PM
To: Handrick, Diane

Subject: RE: Question for you....

Diane, the fax on acetylene is referenced in the Wis. Administrative Code Tax 11.41 (4). This rule further defines what is
included in fuel and electricity and so therefore is not tax exempt. The rule mentions oxygen and acetylene as being
included as fuel. You can get some further information in our sales tax publication at
hitp://www.dor.state.wi.us/pubs/99pb201.pdf Check page 32 for a description of manufacturing ingredients, component

parts and consumable items that are exempt and you wili see that fuel does not qualify. | have asked our research staff to
put a fiscal note on the revenue from this taxation and they will try to do so - it is not expected to be that great.

———Original Message-—-

From: Handrick, Diane '
Sent: Monday, December 11, 2000 10:08 Al
To: Qurada, Thomas D
Subject: Question for you....

Hi, Tom. Will you give me a call when you have a minute? | have some questions about the revenue generated for
the DOR by the tax on acetylene (sp?) Thanks a bunch. '

Diane Handrick
Office of Rep. Suzanne Jeskewitz
608.266.3796 '
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AN Act ...; relating to: a sales tax and use tax exemption for oxygen and

acetylené‘/l,lsed to cut metal.

Analysis by the Legislative Reference Bureau
This bill creates a sales tax and use tax exemption for oxygen and acetylene
used to cut metal.
This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 77.54 (46) of the statutes is created to read:

77.54 (46) The gross receipts from the sale of and the storage, useyor other
consumption of oxygen and acetylene\'{i’sed to cut metal.

SEcTION 2. Effective date.

(1) This act takes effect on the first day of the\/énd month beginning after

publication.

(END)

l



Kreye, Joseph

" To:. Handrick, Diane
Subject: RE: LRB question
Hi Diane,

That shouldn't cause any problems. "Manufacturing" is a defined term under s. 77.54 (6m). Therefore, | can change line 5
to read: "consumption of oxygen and acetylene used to cut metal in manufacturing, as defined under s. 77.54 (6m).

Joseph T. Kreye, Legislative Attorney
Legislative Reference Bureau

(608) 266-2263
Jjoseph.kreye@legis.state.wi.us

From: Handrick, Diane

Sent: _Monday, April 30, 2001 10:55 AM
To: Kreye, Joseph
Subject: LRB question

Hi, Joe. Regarding LRB 2967 (sales and use tax exemption for acetylene and oxygen used to cut metal), would it
cause any problems to add;

(line 5): consumption of oxygen and acetylene used to cut metal in the manufacturing process

1. Should it say "manufacturer’s process" or read as above?

2. This wording was suggested to differentiate the manufacturing process from other groups who use these materials
to cut, such as demolition companies or companies which compress cars....

Thanks!

Diane Handrick .
Office of Rep. Suzanne Jeskewitz
608.266.3796
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AN ACT to create77.54 (46) of the. statutes; relating to: a sales tax and use tax

exemption for oxygen and acetylene used to cut metal.

Analysis by the Legislative Reference Bureau

This bill creates a sales tax and use tax exemption for oxygen and acetylene
used to cut metal— Aon v’

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SecTION 1. 77.54 (46) of the statutes is created to read:

77.54 (46) The gross receipts from the sale of and the storage, use, or other
@ consumption of oxygen and acetylene used to cut meta

SEcTION 2. Effective date. . g a,?,
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BILL | - SECTION 2
(1) This act takes effect on the first day of the 2nd month beginning after

publication.

(END)



State of Wisconsin

LEGISLATIVE REFERENCE BUREAU

100 NORTH HAMILTON STREET
P. O. BOX 2037

SIS0, gHE MADISON, Wi 537012037
FAX: (608) 266-5648
MEMORANDUM
To: Representative Jeskewitz
From: Joseph T. Kreye, Legislative Attorney, (608) 266-2263

STEPHEN R. MILLER
CHIEF

May 22, 2001

Subject: Technical Memorandum to 2001 (un-introduced) (LRB—2967/2)

' We received the attached technical memorandum relating to your blll “This copy-is-for your - -
information and your file. If you wish to discuss this memorandum or the neces51ty of rev1smg your

bill or preparmg an amendment, please contact me.

Q



MEMORANDUM

May 22, 2001

TO: Joseph Kreye
' Legislative Reference Bureau

FROM:  Dennis Collier
Department of Revenue

SUBJECT: Technical Memorandum on LRB 2967/2 regarding Exempting from Sales and
Use Tax Acetylene and Oxygen Used to Cut Metal

We have the following concerns about LRB 2967/2:

1. In addition to acetylene and oxygen, other industrial gases are used to cut metal, such as
natural gas, propane and other propylene-based fuels. The Administrative Code (s. Tax
11.81(2)(b)2.) refers to “Acetylene and other gases used in torches...". The sponsor may
wish to substitute the phrase "... other gases used to cut metal in manufacturing®, unless the
bill's intent is to be limiting.

2. According to a major distributor of acetylene and oxygen in Wisconsin, oxy-acetylene
welding has been largely supplanted by newer technologies. Nonetheless, an
administrative problem for the manufacturer and the department would occur if the

manufacturer used the same fuel tanks and equipment for welding, cleaning or any purpose
other than cutting metal in manufacturing. '

If you have questions regarding this technical memorandum, please contact Blair Kruger at 266-
1310 or bkruger@dor.state.wi.us. .



- State of Wisconsin

LEGISLATIVE REFERENCE BUREAU

100 NORTH HAMILTON STREET

5TH FLOOR
g e MADISON, Wi 537012037 e emm
May 1, 2001

MEMORANDUM

To: Representative Jeskewitz %’V% 2; :

From: Joseph T. Kreye, Legislative Attorney
Re: LRB-2967/2 Sales and use tax exemption for acetylene and oxygen used to cut metal

The attached draft was prepared at your request. Please review it carefully to ensure that it is
accurate and satisfies your intent. If it does and you would like it jacketed for introduction,
please indicate below for which house you would like the draft jacketed and return this
memorandum to our office. If you have any questions about jacketing, please call our program
assistants at 266-3561. Please allow one day for jacketing.

\/__ JACKET FOR ASSEMBLY JACKET FOR SENATE

If you have any questions concerning the attached draft, or would like to have it redrafted,
please contact me at (608) 266-2263 or at the address indicated at the top of this memorandum.

If the last paragraph of the analysis states that a fiscal estimate will be prepared, the LRB will
request that it be prepared after the draft is introduced. You may obtain a fiscal estimate on the
attached draft before it is introduced by calling our program assistants at 266-3561. Please note
that if you have previously requested that a fiscal estimate be prepared on/an earlier version of
this draft, you will need to call our program assistants in order to obtain #fiscal estimate on this’
version before it is introduced.

Please call our program assistants at 266-3561 if you have

questions regarding this
memorandum.



Err;eg, , Lynn

Froni: Emery, Lynn

Sent: Friday, July 06, 2001 4:59 PM
To: Rep.Jeskewitz

Subject: LRB-2967/2 (attached)

01-2967/2



To: R

e \P ; 3 o< \ ot . _‘, v (The Bill’'s Requestor)

Attached is a fiscal estimate prepared for your
2001 draft that has not yet been introduced.

LRB Number: LRB _— 24967

(14 . bR}
Version: / pa

Entered In Computer And Copy Sent To Requestor Via E-Mail: (05 / 2.2 /2001

Fiscal Estimate Prepared By: (agency abbr.) DOR

If you have questions about the attached fiscal estimate, you may contact the agency/
individual who prepared the fiscal estimate. If you disagree with the enclosed fiscal

estimate, please contact the LRB drafter of your proposal to discuss your options
under the fiscal estimate procedure.

 k k k k kk kk kkkkkkkk kk k%

To: LRB - Legal Section PA’s

Subject: Fiscal Estimate Received For A Un~Introduced Draft

* If this is re-drafted to a new version please attach this early fiscal estimate to the back of the draft's file between
the old version and the new version.

» If this draft gets introduced ... and the version of the attached fiscal estimate is correct ... please write the drafts
intro. number below and give this fiscal estimate to Mike (or Lynn) to process.

THIS DRAFT WAS INTRODUCED AS: 2001 __ ABYT |
« If this draft gets introduced ... and the version of the attached fiscal estimate is for a previous version ... please

attach this early fiscal estimate to the back of the draft’s file between the old version and the new version. Have Mike
(or Lynn) get the ball rolling on getting a fiscal estimate prepared for the introduced version.




Barman, Mike

From:
Sent:
To:
Subject:

Fe

Barman, Mike

Tuesday, May 22, 2001 3:41 PM

Rep.Jeskewitz

LRB-2967/2 (FE by DOR - attached - for your review)

- Q



