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Shovers, Marc

From: : Reinhardt, Rob

Sent: Thursday, May 30, 2002 12:05 PM
To: Shovers, Marc

Cc: Russell, Faith

Subject: Minnesota Reciprocity

Marc,

| think Sen. Jauch wants an amendment drafted to the budget adjustment bill that would somehow accomplish the
following: :

1. W1 would agree to pay approximately $5.5 million in interest in December 2002 for the tax year 2001 reciprocity -
payment. The interest would be calculated according to the new Minnesota law.

2. Future interest payments would be negotiated by the states in a way that is "mutually fair" and "reasonable." I'm
not sure who would conduct the negotiations. He seems to want to get the MN Revenue Secretary out of this process. |
guess their Revenue Secretary is pretty negative about the entire agreement.

3. W! would receive a credit for the difference between the $5.5 million interest payment next December andthe
amount of interest that would be payable under the negotiated interest rate.

4. The amendment would have to be drafted in a way that satisfies MN's statutory requirement that says we must
agree in writing with their new law regarding the interest payment and its calculation.

I'm not sure if all of these things are possible, but he wanted us to try to come up with something. | think Faith has
contacted someone in MN to find out what Wi has to do to satisfy the "agrees in writing" requirement in the MN law. Sen.
Jauch said he would also ask that question of MN's Senate Majority Leader (Roger Moe) in a letter he intends to send to
him about all this.

Thanks much. Let me know if you need anything else.
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Inkternal Revenue Code, buk aonly to khe exteut that the amount
exceads the amount of the credit allowed under section 290G.068;

(14) the amount of salary expenses not allowed for tederal
income tax purposes due to claiming the Indian employment credit
under section 45A(a) of tha Internal Revenue Code;

(15) the amcunt of any refund of environmental taxes paid
under section 59A of ¢the Internal Ravenue Code;

{16) for tax;ﬁlc years beginning before January 1, 2008,
the amount of the federal small ethanol producer credit allowed
under sectlon 4D(a)(3) of éhe Intarnal Revenue Coae'uh;éh is
inzluded in gzoéa income under suwction 87 of the Inteznai
Revenue Code; and

(17) for a'oozpo:atién whoze foreign sales co:poratfcn, as
defined in section 822 of the Intarnal Revenua Code, constiktuted
& fo:eiqn operating corporation during kthe any taxable yenwes
isgg ending during-ceiendar-yenr-1952 before January 1, 1995,
and a return was filed by August 1S, 1996, claiming the
deduction under this subdivision for income received from the
Eo;eign cperueing'cozpozaticn. an amount egual te 1.23
multiplled by the amount of income axcluded under section 114 of

the Internal Revenue Code, providmd the income i3 not income of

a foreign operating company.

[EPFECTIVE DATE.)] This swmction isa effactive for tawable
years beginning after December 31, 2000.

e —

Sec. 2. Minnaeaota Statutes 2000, section 250081, is
amended to read:

25D.081 [INCOME DOP NONRE&IDENTS. RECIPROCITY.)

(a) The compensation received for the performance of
perscenal or prcress;onal services within this state by an
indiviadual ﬁhose reaiﬂcnce, rlace of sdodm, and place
customarily returned to at leamt once a monkh i in ancther
state, 2hall be sxcludaed from groees income o the extent such
compensation is subject toc &n income tax imposed by the state of
rasidence; provided that such state 2llowy a similar exclusion
of éompensation raceived hy residents of Minnescta for services
performed therelin. »

Section 2 4

02
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b8 {B) When 1t ie decﬁed to be in the bent ipnterests of the

2 pecple of this atate,'tha commizsioner may determine that the

3 provisions of ciam=se paragraph (a) shall no® spply. As long as
4 the provigions of ckanse paragraph (e) apply between Minnesota

s and Wisconsin, the provisions of ciauwse paragraph (a) shall

€ apply to any indiviauai whe is domiciled in Wisconsin.

7 (c¢) For the purposes of ctause paraqrapb {(a), whensver the
B Wisconaln tnx on Minnesota residents which would Rave peen paid
3 Wisconsin without c3aume paragraph (a) exceeds the Mionescta tax
10 on Wiscensin resgldents which would have beea paid Minnesota
1)  without eXaume paragraph (a), or vica versa, thes the state wikh
12 the nat revenue 1038 resulting.from ciause pazagzapb (a) ahall
13 recelve from the othex -tata the amounkt of such lomss. 'This
14 pravialen shall bhe effective for all yeara heginning after
15 December 31, 1%72. Tha data used for compukting the loss to
16 either state mshall be determined on or before September 30 of -
17 the year following the cldse of the previous calendar year,.
ia {d) Interest =hali-bs is payable on all deizaguenr~batances
15 amounte calgulated under paragraph (c¢) relating to taxable years
20 beginning after Beeember*ai?f1999 December 31, 2000. Interest
21 accrues from July )l cf the taxable year. The commissianer of
22 revenua i3 authctlied to enter lnte agreaements with the state of
23 _Wiaconsin specifying the :eclpéocit& payﬁent,due date,
24 'condiﬁions,censtituting delinquancy, 1ntdréat ratesa, and a
25 method for computing interest due on~any-dedinguent~amsuantsy.
26 {w) If an agreement cannot be reeched as to the amount af
27 the loss, éhe commissioner of revenue aéa the ;axing offi:;ai of
28 the state of Wisconein shall each appoint a member of a boarxrd of
29 arbitration and these members shall appeint the third member of
30 the board. The board shall select one of its members as chalr.
31 Such board méy administer caths, take teatimony, subpoena
32 Qitnessea, and reguire their attendance, reguire the production
33 of books, papers and documents, and hold hearings at such places
34 as are deemed necessary. The board shall then make a
3s Aetermlnation as to the amount to de pald the other state which
18 determination shall be €imal and ¢oncluaive.

Section 2 5
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{£) The .commidgsioner may furnish éopi?s of raturns,
teports, or other information to the taxing official of the
Bta:e of Wisccnsin. a member of tha board of arbitracion, or a
ceonsultant under 4oink contract with the states of Minnepota and
Wisconsin for the purpoze of making a determination as to the
amount to be paid the other state under the provisions of this
section. Prior to the release of any information under the
pxovisions of . this ssection, the pereon to whom the inflegmation

ia to be released shall 5;93 an agreament which provides that

O W M N O N b W N M

the person will protect the confidenkialivy of the returns and
11 information revealed thereby to the extent that it is protectea
12 under tha iaws of bthe atata of Minnesokta.

13 [(EFFECTIVE DATE.] This section ia effecktive the day

14 following £imal enpactmant. Income tax reciprodity under

15 Minnesota Statutes, section 2%0.081l, with the state of Wiscomnsin

16 1a terminated effective for taxable'genzs beginning aftex
17 December 31, 2002, unless the state of WiSconnip agrees, in

18 writing, by October 1, 2002, that interest-will be included in

19 payments as required by this section, cslculated from the date
20 specified under this mection at a rate at least equal to the

21 rate under Minnesota Statutes, section 270.75., and begqinning

22 with the paymant Jdue in December 2002. If income tax

23 reciprocity is tezminated under this provision, the® rxeguicement

24 under Minnemota Statutes, section 1365.05, subdivision 3, that
28

an income tax reciprocity agreement be in effect as a condition

26 for a higheyx educgation zeuigrocit! is suspended through the

0y

a7 2003-2004 school vear.

28 Sec. 3. Minnesocta Statutez 2001 Supplament, éection

29 250.0921, msubdivision 2, 15 amended to read:

30 Subd. 2. [DEPINiTIONS.] {a) Por purposes of this section,
31 the following terms have the meanings given théem.

12 {b) “"Alternative minimum taxable net income" is alternative
33 minimum taxable income,

34 (1) 1less tne exemption amount, and

3s (2) appertioned or allocated to Minneaota under sectlon
3a 280.17, 25%0.181, or 290.20,

Section 3 ) ’ 6
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20.566(2)(hi) -
(hi) Wisconsin property assessment manual. The amounts in the schedule for the purposes of s. 73.03 (2a).
All moneys received under s. 73.03 (2a) shall be credited to this appropriation.

20.566(3)(g)

(g) Services. The amounts in the schedule to provide services, except as provided in sub. (2) (h). All
moneys received from services rendered by the department, except as provided in sub. (2) (h), shall be
credited to the appropriation. Insofar as practicable all such services shall be billed at cost.

20.566(3)(gm)

(gm) Reciprocity agreement and publications. The amounts in the schedule to provide services for the
Minnesota income tax reciprocity agreement under s. 71.10 (7) and for publications except as provided in
par. (g) and sub. (2) (hi). All moneys received by the department of revenue in return for the provision of
these services shall be credited to this appropriation.

20.855(4)(c)
(c) Minnesota income tax reciprocity. A sum suff1c1ent to pay to the state of Minnesota any losses of

income taxes occurring because of income tax reciprocity between this state and Minnesota and any interest
payments due under s. 71.10 (7). ' :

20.855(4)(ca)

(ca) Minnesota income tax reciprocity bench mark. The amounts in the schedule to fund a bench mark
- study by the department of revenue of the revenue loss under s. 71.10 (7) (b).

71.05(2)

(2) Nonresident reciprocity. All payments received by natural persons domiciled outside Wisconsin who
derive income from the performance of personal services in Wisconsin shall be excluded from Wisconsin
gross income to the extent that it is subjected to an income tax imposed by the state of domicile; provided
that the law of the state of domicile allows a similar exclusion of income from personal services earned in
such state by natural persons domiciled in Wisconsin, or a credit against the tax imposed by such state on
such income equal to the Wisconsin tax on such income.

71.10(7)(a)

(a) For purposes of income tax reciprocity reached with the state of Minnesota under s. 71.05 (2), whenever
the income taxes on residents of one state which would have been paid to the 2nd state without reciprocity
exceed the income taxes on residents of the 2nd state which would have been paid to the first state without
reciprocity, the state with the net revenue loss shall receive from the other state the amount of the loss.
Interest shall be payable on all delinquent balances relating to taxable years beginning after December 31,
1977. The secretary of revenue may enter into agreements with the state of Minnesota specifying the
reciprocity payment due date, conditions constituting delinquency, interest rates and the method of
computing interest due on any delinquent amounts.

71.10(7)(b)
(b) The data used for computing the loss to elther state shall be determined by the respective departments of
revenue of both states on or before November 1 of the year following the close of the previous calendar year.



If an agreement cannot be reached as to the amount of the loss, the secretary of revenue of this state and the
commissioner of taxation of the state of Minnesota shall each appoint a member of a board of arbitration and
these members shall appoint a 3rd member of the board. The board shall select one of its members as
chairperson. The board may administer oaths, take testimony, subpoena witnesses and require their
attendance, require the production of books, papers and documents and hold hearings at such places as it
deems necessary. The board shall then make a determination as to the amount to be paid the other state
which shall be conclusive. This state shall pay no more than one-half of the cost of such arbitration.

71.78(4)(h)1.

1. A member of the board of arbitration established under s. 71.10 (7) or a consultant under joint contract
with the states of Minnesota and Wisconsin for the purpose of determining the reciprocity loss to which
either state is entitled.



State of Wisconsin
2001 - 2002 LEGISLATURE LRBh3036/

January 2002 Special Session

LFB:'W{Z%& Reinhardt — Minnesota—Wisconsin income tax reciprocity
For 2001-03 BUDGET — NoT READY FOR INTRODUCTION

SENATE AMENDMENT ,
TO SENATE SUBSTITUTE AMENDMENT 1,
TO ASSEMBLY BILL 1

1 At the locations indicated, amend the substitute amendment as follows:

v1. Page 66, line 15: after that line insert:

N

“SECTION 170q. 71.10 (7) (c) of the statutes is created to read:

71.10 (7) (¢) 1. For taxable years beginnihg after December 31, 2000, and
ending before January 1, 2002, this state shall pay Minnesota in December 2002
interest on any reciprocity payment that is due under this subsection. The rate of
interest shall be calcuiated according to the applicable Minnesota law that is in effect -

on June 1, 2002, except that no interest payment under this m’ may exceed§{8

@@qmcﬂp'w

Mien. Noé{ater than October 1, 2002, the secretary offevenue shall notify the

-8 (2,000, 600
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Minnesota department of revenue of Wisconsin’s intention to make the payment
specified under this subdivision.

2. For taxable years beginning after December 31, 2001, this state shall pay
Minnesota interest on any reciprocity payment that is due under this subsection
based on a written agreement between this state and Minnesota. The rate of interest
shall be calculated according to a written agreement that shall be entered into by the

parties ,‘/ and shall be negotiated in a mutually fair and reasonable manner. If the rate

v
of interest agreed to by the parties under this subdivisio;} is less than the rate
| and Paid to
calculated under subdj# 1., the amount of interest duej Minnesota under

’

subdiwision) 1. shall be recalculated based on the interest rate that is negotiated

. \
- under this subdivision and the difference in the amount of interest paid by this state

under subdwmz' 1. and the amount thét would have been due based on the interest
rate determined uXider this subdivision shall, if Minnesota agr«!;{a/s, be credited to this
state and shall be used to pay amounts due under this subdivision for taxable years
beginning after December 31, 2001.”.

(END)




DRAFTER’S NOTE LRBb3036/1dn
‘FROM THE . MES...: ) A...
LEGISLATIVE REFERENCE BUREAU “\’\6

W
. ﬁ}S) & 00,0
Rob Reinhardt: Lok T have
Is the cap createz in par. (¢) 1. consistent with your intent? Your
instructions stated that the payment would be approximately ioh, but I didn’t

thlnkmant the poss1b111ty olf‘ £n open-ended payment to exist.
o
Is the reference to the June 1 2002 effectwe date of the Minnesota law OK? The copy

of the Minnesota bill that Falth sent me doesn’t really state whether that law has taken
effect yet. Let me know if this date needs to be changed, or if you have the equivalent
of an “Act” number.

a way that is “mutually fair” and “reasonablée?, and stated that you're not sure who
should conduct the negotiations. I'm not sure what the legal effect is of requiring that
the agreement “shall be negotiated in a mutually fair and reasonable manner.” Also,
the instructions did not specify what should happen if there is an impasse in the
negotiations. Do you want to incorporate an arbitration provision based on s. 71.10 (7)

- (b)?

It wasn’t clear to me on what basis Wisconsin was supposed to get a “credit” (your
instruction 3) for certain amounts that will have been paid in December 2002, based
ona yet-to-Abe-,i\legotiated agreement. Is created par. (¢) 2. consistent with your intent?

Your second instruction stated that future intzaeist payments should be negotiated in

Please let me know if the secretary of revenue’s written notification in created par. (c).
1. is consistent with whatever Faith finds out from our Minnesota counterparts.

Marc E. Shovers
Senior Legislative Attorney
Phone: (608) 266—0129

E—mail: marc.shovers@legis.state.wi.us



DRAFTER’S NOTE LRBb3036/1dn
FROM THE MES:kmg:rs
LEGISLATIVE REFERENCE BUREAU

June 4, 2002

Rob Reinhardt:

Is the $6,000,000 cap that I have created in par. (c) 1. consistent with your intent? Your
instructions stated that the payment would be approximately $5,500,000, but I didn’t
think that you would want the possibility of an open—ended payment to exist.

Is the reference to the June 1, 2002, effective date of the Minnesota law OK? The copy
of the Minnesota bill that Faith sent me doesn* really state whether that law has taken

effect yet. Let me know if this date needs to be changed, or if you have the equivalent
of an “Act” number.

Your second instruction stated that future interest payments should be negotiated in
a way that is “mutually fair” and “reasonable,” and stated that you’re not sure who
- should conduct the negotiations. I'm not sure what the legal effect is of requiring that
the agreement “shall be negotiated in a mutually fair and reasonable manner.” Also,
the instructions did not specify what should happen if there is an impasse in the

negotiations. Do you want to incorporate an arbitration provision based on s. 71.10 (7)
(b)?

It wasn’t clear to me on what basis Wisconsin was supposed to get a “credit” (your

instruction 3) for certain amounts that will have been paid in December 2002, based
on a yet—to—be-negotiated agreement. Is created par. (c) 2. consistent with your
intent? ’ '

Please let me know if the secretary of revenue’s written notification in created par. (c)
1. is consistent with whatever Faith finds out from our Minnesota counterparts.

Mare E. Shovers
Senior Legislative Attorney
Phone: (608) 266-0129

E-mail: marc.shovers@legis.state.wi.us




Shovers, Marc

From: Russell, Faith

Sent: , Tuesday, June 04, 2002 2:29 PM
To: Shovers, Marc

Subject: LRBb3036/1

Hi Marc --

As per my voice mail message, we'd like to get a /2 of the Minnesota-Wisconsin income tax reciprocity draft. The
changes we'd like are as follows: ,

W 1, lines 7 and 8: the specific Minnesota law is: "Laws of Minnesota 2002 Chapter 377". FYI, the law was filed by
t N Secretary of State on May 18, 2002.

/line 8: Strike: ", except that no interest payment under this subdivision may exceed $6,000,000".
e interest is limited by the methodology prescribed by Minnesota, so it doesn't seem like an upper limit in our

-- Page 1, line. 97 Instead of the date "October 1, 2002" put the >date "September 30, 2002".

In terms of'the material on page 2, par.(c) 2, we were asked to include the language requiring that the agreement "shall be
negotiated in a mutually fair and reasonable manner." We don't disagree with your opnion that the legal effect is unclear.
At this point, it is also unclear who would conduct the negotiations, so it's difficult to put in an arbitration provision. So we'll
leave this for now.

You al ed about the credit under created par.(c) 2.The way you wrote this is consistent with our intent.

At this pojnt, it dges appear that the secretary's written notification in created par. (c) 1 is consistent with what MN DOR

lieve to be the intended process.

Finglly, Robyand | were wondering about lines 6 & 7 on page 2, with the reference to a written agreement that shall be
enteged intp "by the parties”. In the absence of something more specific (which we're not in a position to provide), are there
uidelines as to how "the parties" would be interpreted?

Thanks for your help. Please let me know if you have questions --

Faith Russell
Legislative Fiscal Bureau

faith.russell@legis.state.wi.us
608-266-3847




“Shovers, Marc

From: Russell, Faith

Sent: Tuesday, June 04, 2002 2:29 PM
To: Shovers, Marc

Subject: LRBb3036/1

Hi Marc --

As per my voice mail message, we'd like to get a /2 of the Minnesota-Wisconsin income tax reciprocity draft. The
changes we'd like are as follows: .

-- Page 1, lines 7 and 8: the specific Minnesota law is: "Laws of Minnesota 2002 Chapter 377". FYI, the law was filed by
the MN Secretary of State on May 18, 2002.

-- Page 1, line 8. Strike: ", except that no interest payment under this subdivision may exceed $6,000,000".
[FY1, the interest is limited by the methodology prescribed by Minnesota, so it doesn't seem like an upper limit in our
statutes is hecessary.]

-- Page 1, line 9: Instead of the date "October 1, 2002" put the date "September 30, 2002".

In terms of the material on page 2, par.(c) 2, we were asked to include the language requiring that the agreement "shall be
negotiated in a mutually fair and reasonable manner.” We don't disagree with your opnion that the legal effect is unclear.
At this point, it is also unclear who would conduct the negotiations, so it's difficult to put in an arbitration provision. So we'll
leave this for now.

You also asked about the credit under created par.(c) 2.The way you wrote this is consistent with our intent.

At this point, it does appear that the secretary's written notification in created par. (c) 1 is consistent with what MN DOR
and W| DOR believe to be the intended process.

Finally, Rob and | were wondering about lines 6 & 7 on page 2, with the reference to a written agreement that shall be
entered into “by the parties”. In the absence of something more specific (which we're not in a position to provide), are there
statutory guidelines as to how "the parties" would be interpreted?

Thanks for your help. Please let me know if you have questions --

Faith Russell
Legislative Fiscal Bureau

faith.russell@legis.state.wi.us
608-266-3847




State of Wisconsin »~
2001 - 2002 LEGISLATURE | LRBbsoae/E\

January 2002 Special Session

LFB.......Reinhardt — Minnesota—Wisconsin income tax reciprocity
FOR 2001-03 BUDGET — NoT READY FOR INTRODUCTION

SENATE AMENDMENT ,
TO SENATE SUBSTITUTE AMENDMENT 1,
TO ASSEMBLY BILL 1

1 _ At the locations indicated, amend the substitute amendment as follows:
1. Page 66, line 15: after that line insert:
“SECTION 170q. 71.10 (7) (c) of the s-t‘atutes is created to read: |
- 71.10 (7) (c) 1. For taxable years beginning after December. 31, 2000, and
ending before January 1, 2002 this state shall pay Minnesota in December 2002
interest on any reciprocity payment that is due under this subsectlon The rate of

Laws gf 003, aptztr 337
- interest shall be calculated according to the/applicable anesot%

gqfft@“bw 20
J909. No later than A4 4 2002_ the secretary of revenue shall notify the
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Minnesota department of revenue of Wisconsin’s intention to make the payment
speciﬁéd under this subdivision.
2. For taxable years beginning after December 31, 2001, this state shall pay @

Minnesota interest on any reciprocity payment that is due under this subsection,

Wween this state and Minnesotgff The rate of interest
shall be calculated acéording to a written agreemenﬁ fat sl iderfterdy AR
which

paTss, a.mdﬁhall be negotiated in a mutually fair and reasonable manner. If the rate
of interest agreed to by the parties under this subdivision is less than the rate
-calculated under subd. 1., the amount of interest due, énd paid to, Minnesota under

subd. 1. shall be recalculated based on the interest rate that is negotiated under this

~ subdivision and the difference in the amount of interest paid by this state under

subd. 1. and the amount that would have been due based on the interest rate

determined under this subdivision shall, if Minnesota agrees, be credited to this

state and shall be used to pay amounts due under this subdivision for taxable years
“beginning after December 31, 2001.”. )

. (END)
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1 At the locations indicated, amehd the substitute amendment as follows:
2 1. Page 66, line 15: after that line insert: .

- 3 “SECTION 170q. 71.10 (7) (c) of the statutes is created to read:
4 71.10 (7) (c) 1. For taxable years beginning after December 31, 2000, W@/\
5 Mﬁ@wﬁ%}%this state shall pay Minnesota kl\,ﬂﬁ’é@/nﬁ{%poe/y
6 interest on any recii)rocity payment that is due under this subsection. g \rAte\of -
7
8 e
9 anesota departme .

‘ 10 specified under this su
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January 2002 Special Session

LFB......Reinhardt —- Minnesota—Wisconsin income tax reciprocity
FOR 2001-03 BUDGET — NoT READY FoR INTRODUCTION
SENATE AMENDMENT , |

TO SENATE SUBSTITUTE AMENDMENT 1,
| TO ASSEMBLY BILL 1

At the locations indicated, amend the substitute amendment as follo§vs:

1. Page 66, line 15: after that line insert:

“SECTION 170q. 71.10 (7) (c) of the statutes is created to read:

71.10(7) (c) 1. For taxable years beginning after December 81, 2000, this state
shall pay Minnesota.interest ‘on any reciprocity payment that is due under this
subsection. Interest shall be calculated according to the Laws of Minnesota 2002
Chapter 377, or at another rate and under another method of calculation that is
agreed to by Minnesota and Wisconsin.”.

(END)



