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Appeal for Fair ang Equal Taxation of Biectronic Commerce

We the undersigned academic specialists in tax policy, having no direct interast in the
outzome of the deliberations of the Advisory Commission op Electronic Commerce, are
concerned that the Commission may make recommendations for the tax freatment of electronic
commerce that are contrary o the public interest.! We therefore respectfully suggest that any -
recommendations the Commission makes regarding the sales and use tax should satisfy all four
of the following general principles, which are ccmsistem with a variety of specific proposals:

1. -,Ele_ctmnifi commeroe should not permanently be treated differently from other
commerce, There is no principled reason for a permanent exemption for electronic:

- other commerce,

2. Remote sales, including electronic commerce, should, to the extent possible, be taxed
by the state bf.dés.tiii:aﬁbn:_af sales, regardless of whether the vendor has a physical e
presence in the state. In limited cases, where it is impossible to determine the destination
of sales of digital content to households, it may be necessary to substitute a surrogate
system. In no case should taxation of remote commerce or electronic commerce be
limited to origin-based taxation, which would induce a “race to the hottom™ and, in effect,
no taxation at all.

3. There must be enough simplification of sales and use taxes to make destination-based

taxation of sales feasible. Such simplification might include, for ¢xample, unification of

- 4. A means must be found to eliminate burdens of compliance on sellers making only
small amounts of sales in a state. These mi ght include software-based systems made
available at state expense, more realistic vendor discounts, and/or de minimis rules.

5. Reverue newrald, | o |
[This statement does not Tepresent the position of the mnstitutions with which the signatories ate
associated.] - - . A _ S

Namg _ | Affilistion

Henry Agron Brookings Institation: Assistant Secretary for Planning and Evaluation, Departmens of Hmalt&y
Education and Welfare, 197778

James Alm Georgia State Universiry

Resanne Altshuler Rutgers University

Tohzn E. Anderson University of Nebraska

' Ths tax specialists lsted had indicated support of this Appeal through Januarv22, 2000. More
names will be added as other tax specialists indicate support.




Sen Monday, June 05, 2000 12:11 PM
To: Korbitz, Adam
| Subject:  RE: hearing notice

Adam, several professors at the UW have signed on to a formal statement presented to the
Advisory Commission on Electronic Commerce. Over 100 academic tax specialists from around
the country signed the "Appeal for Fair and Equal Taxation of Electronic Commerce” which urged
the ACEC not to propose a permanent exemption for electronic commerce and advocated for
destination-based taxes of sales, simplification and elimination of burdens placed on retailors who
make small amounts of sales in a state. The individuals from Wis are: Martin David

Robert Haveman

Arik Levinson

Andrew Reschovsky

John Karl Scholz

o - oaaJohnWitte : L

These folks are all at the University of Wis.-Madison. In addition, the Dept. of Revenue has been
working with Prof. Peter Frischmann of the UW Business School on the e-commerce issue. |
don't have phone ‘numbers on the list above, but Peter Frischmann’s numberis 262-1413, |
mentioned an article I saw in:the Business Journal from.a proponent of exempling Internet sales
from the sales tax. ‘His name is Gary Edgar, and he is the president of Heartland Software -
Development, Inc. in Wauwatosa. Let me know if you would like me to fax over the commentary
he wrote. If you were looking for other voices who want to exempt e-commerce, I'm sure Joan
Hansen at the WMC would have some contacts she could recommend. Thanks. Send me you
fax number if you want any documents sent over.

----- Original Message----

From: Korbitz, Adam

Sent: Monday, June 05, 2000 11:44 AM

To: Qurada, Thomas D

~Subject:  hearing notice . R L p T e o
<< File: JCIP 6-14-00.doc >> B - S Q{“"*"”‘/ ST




Principles for Governments’ Roles
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How oms we . ecide what level of

¢ Once we’ve decided éo_d@@m a service, what level
of government (state, oocsa\.\. municipal, special
district) mwoc_m @Bﬁ% :Q

¢ Consider: |
~ UEQ&Q. in demand/local control
— Economies of scale/costs
— Spillovers/externalities
— Integration of H@_mﬂma___w.wmmjmowm |

© 2000 5. Malpezzi Draft




Diversity in denr mzmSoo& control

¢ For some goods, 9@9@5 communities have
different demands, or otherwise place a very high
value on local Q@QmEbm.wga control.

¢ Examples:
— mowo_o_m.__
— Land use H.mmimcos

¢ Diversity in %Bmsm\_oom_ control = shifting
ﬁmm@o:mamzv\, to a _oémigﬁ

© 2000 5. Malpezzi Drafi




Economies of scale/costs

¢ For some goods, costs Q: as we increase the scale
~of the mocSQ |

. mxmBEmm

— Roads, Qmsm@onm:os s@goﬂwm

¢ Economies of scale = m::nsmm responsibility to a
higher level (state or EMES& entity).

© 2000 5. Malpezzi Draft




Spillovers/ Qaaanam

¢ Some mosSﬁ@m E%Omm oomﬁm or confer benefits,
on neighbors. -

¢ Examples:
— Land use
— mm_comsos_

. m?:oémm_
level.

- shifting w@w@@bm&;:% to a higher

© 2000 5. Malpezzi Draft




_ Ea"go:.:&a&ma jices

¢ Many activities ooB@E@ several individual
m@aﬁoom\moﬁ,:s@m each Em% have their own
“optimal level.” :

¢ Examples:

— OSBE& Emaom Qoo& 10:8 county jails, state
wﬁmosmv

. mﬁmﬁgow oﬁ such 58@88& moﬁﬁgm = we must
solve a ooo&Emﬁoc prot LwB

© 2000 8. Malpezzi Draft




Providing services <Q.mcm @:m:osm
Services

¢ In principle, who makes 9@ decisions about the
level Om @Eu:o services, mbm 9@:. ooBHUOmEo: can

. mxmBE@m

— Education has EmE@omﬁ local control but
Emémomi state finance.

— Mandates are cE-owEE. with LGs because they
work in the other direction.

“6

¢ Is such separation a moom thing” or a “bad thing?”

@ 2600 S, Malpezzi Draft




Arguments j E. m%m&nsn service
provision @09 @smﬁoo

¢ Suppose morooﬁm are wm:ma run with local control
and ° oémmHmE? but tax tmm@m\mgra\ to pay
varies ﬁwgwmmecm_% by Moomsos

© 2000 S. Malpezzi Draft




Arguments ag &S.ﬁ sep mamc:"mszom
provision from finance

¢ When money 1s manna @@B heaven, we may
spend it less carefully than if we earned it?

© 2000 8. Malpezzi Draft
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June 7, 2000

Mr. Graham Williams

National Conference of State Legislatures
444 N. Capitol Street NW, Suite 515
Washington, D.C. 20001

Dear My, Williams,

Thank you for taking time to write to contact me regarding FLR. 3709, the Internet
Nondiscrimination Act. Iread with interest and amusement your characterization of votes to
block repeal of Internet access taxes as “pro-state.” I fail to see how a vote for higher taxes is a
“pro-state” vote.

A majority of the Wisconsin Legislature disagrees with you. We have passed legislation to
- repeal Wisconsin’s Internet access tax only to have the provision vetoed. This spring, Governor
- Thompson announced he now suppoits such a repeal and will sign one into law as soon as it
reaches his desk.

Quit wasting our money lobbying for higher taxes. If such ridiculous behavior continues, the
Wisconsin Assembly may reconsider the wisdom of continuing to be a dues-paying member of
the National Conference of State Legislatures.

Again, thank you for your letter.

Sincerely yours,

Scott R. Jensen
Assembly Speaker




JFrom: key [Scott. y

| Sent: Thursday, June 08, 2000 4:56 PM
To: SEN.JAUCH®@LEGIS.STATEWILUS
Subject: E-Commerce Attahcments

" Btote Action Chor Infemet tox with S8TP

4320004 52000 Attached is an excel file showing the status of state
patticipation.

Also, I'm enclosing a powerpoint presentation that 've done in several states. might give you
some ideas on questions to ask Diane Hardt about the Streamlined Sales Tax project.

Iook forward to talking to you further tomorrow.

Scott Mackey. _
~ Chiet Economist, NCSL
{303)894:3137 -
Fax: (303)863-8003 -
- scott.mackey@ncslorg
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No 2000 Session

(X} -~ Admm siratave / Executive md cates where Governor or other executive authority has provided a letter
or executive orcfer :nd:caieng a commitment to participate in muitistate discussions.

| _:Shadlng den’toes executwe or Eegisiatwe actron

PR Summary of sta‘te actlons
' .anaf Passagef Law N _ IA, KS, KY, MD, MN, MO,
- OK, 8D, TN, WY
2 Passed, vetoed by Governor: NM
Final passage both houses, pending: FL, IL, OH
Passed both houses, pending concurrence:
Passed one house: CA, Rl
Introduced, pendmg PA
.|Died: - AL, ID, MS, WV
Parttcspatmg by executive authoriiy _ LA Ml NE NC SC UT Wl

'”"’“Nataonai Conference of S‘tate ;_eggsiatures
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Jlme 7 2060

| Intel Chaxrman Says He Favors
| Sales Tax on Internet Purchases

I 'y TEI} BRIDIS
E Staff Reporter of THE WALL STREE“? JOURNAL

?ast Edatlons Menu

Table of Contents - WASH}ZNGTON - Breakmg with most of the technology industry,
Intel Corp.'s chairman told a congressional committee that Internet
sales don't deserve exemptions from taxes, and he expressed support
for new federal Internet-privacy laws.

Andrew Grove, at 63 years old, is considered an elder statesman in an
industry flush with start-ups run by young executives. His remarks
| were so cxtraordmary they overshadowed the testimony moments
e | later by Bill Gates, Microsoft Corp.s chaxmlan who al§o: appeas:ed
- | before the Joint Economic Cominittee. = =

Financial-Services Mr. Grove is acutely aware that his support
" [Trade Groups‘Adopt  for new privacy legislation and for new

- Lonsumer Privacy authority to collect sales tax on Internet
Gu;defsnes pufchases ;mts him at odds Wifh most of

| %»% g?;? pany profila. facmg the md-ustry. While he .mcluded

’ those positions in a written statement for
the comimittee, he didn't elaborate on them until he was asked to by
Republican Sen. Ted Stevens, of Alaska.

Mr. Grove said he was reluctant to speak about the issues because he
| "didn't want to be hit" by colleagues when they testified following
'him. But under questioning he maintained that a failure to achieve

| "tax neutrality” between offline purchases and Internet sales will

contribute to national economic disparities. He also said that the

technical difficulties of collecting taxes across different jurisdictions

are "not insurmountable.”

At a round-table discussion later with The Wall Street Journal, Mr.

http://in.. /retrieve.cgi?id=SB960308968746915291.djm&template=pasted-2000-06-07.tmp  06/09/2000
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' Grove and chief executives from other technology companies waged a
-remarkably spirited debate over taxes and privacy. Jay Walker -

cars aﬁd some grocery items that its castomers can buy on the We:b
"It’s not like we Hve in a tax-free zone," Mr. Walker said.

"Jay, that’s not true," Mr. Grove responded, saying that people who
buy books online generally don’t pay the same taxes as those who buy
from bookstores.

refailers use roads and resources of the tax Jm;sdicttcm where they are
located. "The Internet company uses none of '{hdt, except for the
transportatmn of the product to the customer,” he said.

M, Grove sald durmg his cengrcsswnal testimony and again- .

Il afterward that he belieyes federal Internet-privacy laws are
mev;tabie“ and. preferable to a patchwork of privacy laws in 50
different states. But he also described his thoughts as "in a very

quixotic early stage.”

Nevertheless, Mr. Grove offered a way of framing the debate, arguing
that consumers’ data should be recognized as their private property,
the protection of which could not be guaranteed by industry self-

| regulation. "History shows.that property rights have not been left to
-Voluntary treatment,” he said.

| M Gates s v1szt o Cap;tol Hill. comes the same week that a U Sl
lyudge: ‘hereis expected to order. the breakup of Microsoft for vmlatmg
antitrust laws. The congressional panel pointedly didn’t ask Mr. Gates
about the pending judgment and he didn’t volunteer any comments
about 1t o :

‘Write to- Ted Bnchs at ted. bridas@ww com

Return to top of paq__gg | Format for printing \
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Wisconéin Department of Revenue
Division of Research and Analysis
June 12, 2000

ELECTRONIC COMMERCE AND THE WISCONSIN SALES & USE TAX
A. INTRODUCTION

Electronic commerce (e-commerce) is changing the way companies do business. 1t will also
change the way state and local governments administer their taxes, and will likely affect the
level of their tax collections. Thus, it is smperatwe that policy makers thoroughly understand

e-commerce and its potential impact so they can respond legislatively and administratively,
to the opportunttles and chaﬂenges arising. from this emergmg form of commerce.

Thls paper fecuses on e- cammerce 5 tmpact on the sales and. use tax in Wlsconsm A bnef S

overview of. current sales tax law in’ Wisconsin as'it- relates to e-commerce: is foilowed with a -
discussion of some of the compiicatlons poseci or exacerbated by the expansion of e-
commerce. Finally, a sum mary. of future state- eﬁcrts wrth regard {o simplifying the sales tax
is offered.

B. DEFINITION OF E-COMMERCE AND CURRENT SALES TAX TREATMENT

1. Definition of E—Commerce

The U.8. Department of Cnmmeme has defined e-commerce as any transaction
completed over a computer-mediated network that involves the transfer of ownership of,
. orrights to use; goods and services. . E-commerce: generai}y includes: anlme c:atalogs s
" and product sales; ‘computer software; photographs and art-copy; information conterit”
providers; legal, travei and other online personal services; business services and
advertising; telecommunications and real-time Internet video conferencing; securities
trading; and banking. However, given the dynamic nature of the Internet, the types of
fransa::’tions conducied eiectromcaiiy wxil undoubtedly evoive over time. . _

2. Current Saies and Use Tax Treatment

Economic act;vmes reiated to eiec:ironlc commerce and the iﬂiernei are subgect to
Wisconsin state and local taxes in the same manner as other economic activities: the
state imposes no special taxes on Internet activities. Electronic commerce and related
activities can be divided into five major sub-categories:

+ Sales of Tangible Personal Propefty Sales of tangible personal property by retailers
located in Wisconsin to persons in the state are generally subject to the state sales
and use tax. This rule also applies to Internet transactions~the sale of an item over
the Internet to a Wisconsin resident is generally taxable. if the seller is a Wisconsin
company, or has nexus with Wisconsin (that is, has a physical presence in the state

- or has an agent conducting business in the state), the seller must pay the tax. If the
seller has no nexus and does not voluntarily collect Wisconsin sales tax from the
purchaser, then the purchaser legally owes a use tax (the tax imposed on the use,
consumption or storage of property or services purchased out-of-state).



+ Sales of Services: Wisconsin sales tax also applies to a selected list of services.
The tax treatment for taxable services is similar to those for tangible personal
property. For example, a transaction that involves repair of canned software over the
Internet would be subject to tax.

¢ Internet Access: Wisconsin imposes its sales tax on the sale of telecommunications
services originating in and charged to a service address in the state. Under
Wisconsin law, internet access services are subject to the sales tax as a
telecommunications service, even if the service provider is located out-of-state.

+ Commercial Online Services. Commercial online services, such as America Online
and Prodigy, provide both Internet access and information content, The former is
taxable but the latter is not. If a flat fee is charged for both access and information,
the provider is required to determine the portion of the fee that is related to access
and collect the Wisconsin sales tax on that portion. .

+ - Activities Related to Web Sites. The sales tax also applies to Web page set-up and
design if the purchaser takes possession of the finished interface and design before
it is stored at.a Web site.. However, if the Web pages and associated design are
stored on'a Web site server, the transaction is considered a service and is not
subject to the sales tax. ‘Web site advertising and listing space are treated like other
forms of advertising and are not taxed. Also, charges and fees for Internet database
storage services are not subject to the sales tax.

In 1998, Congress passed the Internet Tax Freedom Act. The Act imposed a three-year
moratorium on state taxation of charges forinternet access. The Act has been
commonly misinterpreted to mean a prohibition on taxing items purchased over the
internet rather than the prohibition on taxes foraccess. States that were imposing a tax .

- on charges for Internet access (including Wisconsin) were exempted from the -~~~

- moratorium, i.e., they were grandfathered.. The moratorium is scheduled to expire in
October of 2001 and debate is underway in Congress about extending the moratorium
and perhaps eliminating the grandfather provisions.

C. SALES TAXATION OF ELECTRONIC COMMERGE: COMPLICATIONS

The rapid evolution of electronic commerce and the Internet over the past few years has
created thorny tax poiicy problems for Wisconsin and other states. This section identifies
some of the specific challenges that have arisen with regard to the state’s sales and use tax
code as it is currently written and interpreted. -

+ Nexus: Selling through e-commerce, like catalogue and mail order retailing, does not
require a physical presence within the state (nexus). Without nexus, the state has no
authority to require electronic commerce firms to collect sales tax for sales to state
residents and businesses. While most purchasers owe a use tax, voluntary compliance
is low. The false tax-free perception of electronic commerce gives it a competitive
advantage over traditional retail and service outlets.

+ Situs. States typically tax services that are performed at an identifiable physicai location,
such as the rental of a hotel room. However, the place in which an electronic commerce
transaction takes place, or situs of the transaction, may be difficult to determine. For
example, states that tax sales of electronic information services are grappling with the
situs of those transactions when the provider is located in one state and the purchaser,
e.g., a business, has locations in several states and makes use of the electronically



accessed information in several other states. Efforts to define situs by using billing or
service addresses may encourage firms to locate those addresses in jurisdictions that do
not impose a sales tax.

¢ Technoiogical Convergence: Convergence and competition among different media are
expecied to result in telephone and cable television offering their customers local and
long-distance telephone service, entertainment, paging, messaging, and access to the
Internet and other electronic information bundled.in a single one-price package. As a
result, companies whose services have traditionally been subject to tax may find that
their sales continue to be taxable, while the sales of bundied services by a competitor
may escape taxation if bundied with a nontaxable service.- Convergence may cause.
sales tax revenue to deciine and raise equity issues among companies whose services
remain taxabie.

¢ Sales of Information in Digitized Form. Under current Wisconsin law, digitizing certain
types of products and selling them through electronic transmission is not subject to the.
sales and use tax. The sales tax base could suffer serious erosion if a wide variety of
items, formerly delivered in tangible form, are transferred electronically. Games, music, _
movies, books, educational and training materials, and legal, medical, and other
databases are examples of information traditionally sold in tangible form that can be
transmitted electronically.

¢ Ease of Compliance: Both Internet and other remote sellers have argued that collecting
and remitting the sales tax for state and local governments would impose an oppressive
burden onthem given the vast array of different rates and exemptions in these tax
systems. indeed, the current system of state and local sales and use tax administration
is complex and burdensome. Differences in tax laws among the states, coupled with the

i onremote sellers, - .

D. IMPLICATIONS OF AN EXPANDED E-COMMERCE
1. introduction

This section examines the fiscal and equity issues related to an expansion of Internet
commerce among both consumers and businesses.

The Wisconsin Department of Revenue has developed current estimates of the impact
of electronic commerce on the state's sales tax, based on total U.S. e-commerce. These
estimates suggest that e-commerce reduced state sales tax revenues by between $9
and $14 million in 1999. Mail order and other remote sales add to this an estimated $95
million in 1999. The growth in e-commerce and the effects of convergence and other
technological change will significantly increase this impact in the next several years,

The sales tax structure has not evolved with the economy; the growth of the Internet
exacerbates the shortcomings of a sales tax system designed for traditional face-to-face
trade in tangible goods. The Internet creates sales tax inequities that negatively affect
lower-income households and small-to medium-sized, local business establishments the
most. Those making purchases through more traditional means of commerce continue
to pay sales taxes, while others with access to the Internet are avoiding the tax. Main
Street retailers are required to collect sales tax, while an Internet-based com petitor may
not face the same mandate.

extensive use of sales tax by local governments, impose a significant compliance burden



2. Fiscal implications of Electronic and Other Remote Commerce

a. Sales to Wisconsin Consumers: E-commerce sales to Wisconsin consumers
represent the largest potential loss of sales and use tax revenues associated with
the growth of the Internet. Assuming Wisconsin's share of total U.S. consumer e-
commerce is equal o its share of U.S. population, sales to Wisconsin residents are
estimated to be between $290 million and $386 million in 1999. Some, but not all the

_&, - Pproperty and services sold over the Internet are taxable-bHooks, computers and
£ telecommunications are; travel and financial services are not, Further, some é-

o corimerce sales to Wisconsin residents are made by sellers with a presence in the
ﬁ state who collect the state sales tax. After adjustments and the application of
Wisconsin's 5% state sales tax rate, the potential revenue loss for 199 nsumer e-

(Y * commerce sales was estimated io be between $5.3 million and $7.0 million.
nay . _ _ : ,

L b. Sales to Wisconsin Business: E-commerce sales to Wisconsin business entities,
based on Forrester Research's 1999 forecast-and the state’s share of the total U.S.
population, are currently estimated at $2.1. billion in 1999. Several adjustments were -
made to these numbers to arrive at estimates of the size of the tax base potentially
foregone because of the growth of e-commerce. The potential revenue loss for
business o business e-commerce sales is estimated to be between $3.4 million and
$6.8 million in 1999.

M‘W

/E. Other Forms of Remote Sales: In addition, Wisconsin will continue to lose sales tax

revenues from cother forms of remote commerce-most notably, from sales by mail-
order retailers without nexus in the state. The Department of Revenue estimates
that this revenue loss was an estimated $95 million in 1999.

3 TechnoogicalChange

The sales tax base is threatened with further erosion when technological convergence
and other technological changes combine with an outdated tax code that was written for
a different economic era.” The most notable area of concern is the substitution of
electronically transmitted data for information and products that were formerly sold in
tangible form. The following products and services have been identified as areas of
potential revenue loss.

+ Canned Software: The Internet makes it easy for users {o purchase and download
programs directly from the manufacturer. While currently taxable, collecting the
sales tax electronic transactions remains difficult.

+ Music, Movie Rentals, and Video Games As with canned software, the Internet may
provide an outlet for direct downloads of music, movies, video games and other
forms of entertainment that can be transmitted digitally.

+ [Information Databases: information previcusly transferred in a tangible, taxable form
i8 increasingly available electronically, and thus not taxable. Legal reference
services are a primary example of information previously transferred in a book, CD or
other tangible form, but now available online.

+ [ong-distance Telephone Service: Increased Internet bandwidth has enabled voice
communications over the Internet. Technological changes could render the standard




telephone service and related statutory codes absolete over the next decade. Such
a change would jeopardize a significant portion of the sales tax revenue that is
currently generated from long-distance telephone service in Wisconsin.

. Tax Policy impiicatiom

Studies indicate that the "digital divide"—the low rate of computer use and ownership by
lower-income households-remains quite high. While growing among lower- and middle-
income households, computer ownership and Internet use are still the domain of
wealthier households. Most essential consumer goods are not typically purchased over
the Internet; therefore, non-essential consumer goods; when purchased over the
Internet, are escaping taxation to the benefit of the wealthiest households. if trends
continue, lower- and middle-income households may bear the burden of lower sales tax
collection through higher income or property taxes, or face cutbacks in essential public
services such as education. - :

- In-addition, the growth of e-commerce comes at the expense of local businesses. Brick-
- and-mortar and traditional catalog merchants are losing their wealthiest customers to e-
commerce. Local merchants, middlemen, and wholesalers are reguired to collect and
remit sales taxes while their out-of-state counterparts can avoid doing so, creating a
competitive disadvantage. Through the Internet, large multi-state corporations have the
ability to manipulate their organizational structure, creating brick-and-click subsidiaries
that avoid collecting sales taxes on their dot.com sales.

E. FUTURE ACTIONS

Economic c_:h-anges ¢dnt§nue toimpact the efficiency and fairness of the sales tax. States
are propoesing to streamline the administration of the sales tax-and simplify the burden for all

retailers regardless of the mode of commerce. Thirty states including Wisconsin have joined .

~the Streamlined Sales Tax Project to develop a package of simplifications that can be
presented to state legisiatures in 2001 and to attempt several pilots using technology to
address the complexities of the current system. The stakes are high. With a rapidly
changing economy and the advance of technology, questions of tax fairness and fax -
administration need to be fully debated by state policy makers. The Wisconsin'sales tax
comprises nearly one-third of state tax revenues and, since Wisconsin returns more than
80% of state general fund taxes to local governments, these revenues are used primarily for
education, police and fire protection, and similar basic services. - E-commerce presents a
challenge to the ability of Wisconsin and its local governments to continue providing these
services. The Streamlined Sales Tax Project presents states with the opportunity to deal
with the issue in a manner that is fair and equitable for all taxpayers and all forms of
commerce.




Status of State Legislation to Enable Multistate Sales Tax Simplification Discussions
106/13/2000

 State House Action Senate Action

Administrative/Executive. .|

Alaska. ' |No Sales Tax
Arizona ' : N
Arkansas . [No 2000 Session
51949

Colorado: -
Connecticu o T
Delaware .~ . |No Sales Tax

Do

_Sent fo Gov. 6/7/00

Sent to Gov. 5/11/00

Nevada - - INo '2000.Sess'ion
New Hampshire|No Sales Tax |
INew dersey T

Cleared Legq. / Pending




No 2000 Session

{X} - Administrative / Executive indicates where Governor or other executive authority has provided a letter
or executive order indicating a commitment to participate in multistate discussions.

Shad;ng dentoes execuiwe or legislative act;on

Summary of state act:ons
Flnaf Passage / Law _ AACKS, KY, MD, MN; MO,
- OK, SD, TN, WY
Passed, vetoed by Governor: N
Final passage both houses, pending: FL, L, OH
Passed both houses, pending concurrence:
Passed one house: CA, Ri
Introduced, pending: PA
Died: AL, 1D, MS, WV

-Pammpatmg by executzve authonty LA Mi NE NC SC, UT, Wi

Nat:onal Confefence of State Legisiatures
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M Line 24 Married Couple Credit

You can claim the married couple credit if:
~* You are married filing a joint return, and
* Both you and your spouse have gualified earned income, and

exclusion of foreign earned income or Form 4563 to claim an
exclusion of income from sources in U.S. possessions,

To compute the cradit, fill in Schedule 2 on page 3 of Form 1. Figure
earned income separately for yourself and your spouse on lines 1
through 3 in Columns (A) and (B} of Schedule 2.

. or-fellowships (only amounts reported on a W-2), other employe
* compensation, disability income treated as wages, and net earnings
from self-employment,

- "Earned income” does not include other income such ag interest,
- dividends, IRA distributions, deferred compensation, unemploy-
. 'ment compensation, rental income, social security, pensions,
- ‘annuities, or nontaxable income. Do not consider marital property
. law, marital property agreements, or unilateral statements in figur-
" ing each spouse’s earned income.

. The credit is based on qualified eamed income. You must figure

. qualified earned income separately for yourself and your spouse.

. Figure it on lines 4 and 5 of Schedule 2 by subtracting the total of

. certain adjustments from earned income. These adjustments {and
- the related lines on federal Form 1040) are: :

e -IRA deduction (line 23),
Keogh and self-employed SEP and SIMPLE plans (line 29),

i the fotal on. 'iine"32), :

Employe expenses of qualified j;iei‘ferrrxing artists and of fee-
basis state or local government officials, and contributions to
Section 501(c)(18) pension plans (included in the total on line 32y,
and

f)isabiiity income exclusion (from line 11 of Wisconsin Form b.

i_ "Line 25 Manufacturer’s Sales Tax Credit

‘The manufacturer’s sales tax credit is available for the amount of
- sales and use tax paid on fuel and electricity consumed in manufac-

turing in Wisconsin. If you qualify for this credit, attacha completed
- Schedule MS to your Form I, Fill in on line 25 of Form 1 the amount
from Hae 19 of Schedule MS.

_ M Line 28 Sales and Use Tax Due on Out-of-State
. Purchases

If, during 1999, you made any taxable purchases from out-of-
state firms on which sales and use tax was not charged, you must
report Wisconsin sales and use tax on these purchases on line 28,
Taxable purchases inchude furniture, carpet, clothing, comput-
ors, books, CDs, cassettes, video tapes, Jjewelry, coins purchased
.- for more than face value, etc. For example, if you purchased $300
- of clothing through a catalog from an out-of-state company, no
. sales and use tax was charged, and you reside in a county with a
5% tax rate, you are Hable for $15 Wisconsin tax ($300 x 5% =
$15) on this purchase. Complete the worksheet on this page o
- determine whether you are liable for Wisconsin sales and use tax.

* You do not file federal Form 2555 or Form 2555E7 to claim an

. “Earned income” includes taxable wages, salaties, tips, scholarships

o _ Rép_aymenmf supplemental unemployment benefits (include_d_ig )

m Line Instructions P S R | 7

Line 28 insiructions — continued

Worksheet for Computing
Wisconsin Sales and Use Tax

1. Total purchases subject to Wisconsin
sales and use tax (i.e., purchases
on which no sales and use tax wa
charged by the selter) . ........ “o. &

2. Sales and use tax rate
(see rate chart below) ............ X %

3. Amount of sales and use tax due for
1999 (line 1 multiplied by tax rate on
line 2}, Fill in this amount on line 28
of Form 1 if $1 or more. if less
than $1,filiin-0-. ............... . %

Sales and Use Tax Rate Chart

and d below, the tax rate was 5.5% for all of 1999,

a. If you resided in 1999 in one of the following counties,
the tax rate was 5.6%: :

Milwaukee Ozaukee Washington

b. If you resided in 1999 in one of the following counties,
the tax rate was 5.1%:

Racine Waukesha

c. If you resided in 1999 in one of the following counties,
the tax rate was 5% before July 1, 1999, and 5%% on
and after July 1, 1999:

Green Lake .. Taylor

d. If you resided in 1999 in one of the following counties,
the tax rate was 5%:

Brown Green Qutagamie
Calumet Kewaunee Rock

Clark La Fayette Sheboygan
Florence Manitowoc Winnebago
Fond du Lag Marinette Wood
Grant Menominee

In all Wisconsin counties except those shown in a, b, ¢, |

B Line 29 Endangered Resources Donation

Your donation supports the preservation and management of more
than 200 endangered and threatened Wisconsin plants and animals.
It helps ensure a future for trumpeter swans, timber wolves, calypso
orchids, and Karner blue butterflies, to name a few. It also helps
protect Wisconsin's finest remaining examples of prairies, forests,
and wetlands. All gifts (up to a total of $500,000) will be matched
by general purpose revenue, which makes your gift twice as impor-
tant to endangered resources,

Consider a giftof $13, $25, $50, or $75, or choose YOUr OWR 3MOURt,
and support endangered resources in Wisconsin. Fill in line 29 with
the amount you wish to donate. Your gift will either reduce your
refund or be added to tax due. Or, send a check directly to:
Endangeired Resources Fund, Department of Natural Resources,
P.O. Box 7921, Madison, WI 33707,

|
|
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W Line 30 Penalties on IRAs, Other Retirement
Plans, MSAs, Ete.

The Wisconsin penalty on retirement plans and medical savings
accounts {(MSAs) is equal to 33% of the following federal taxes:

» Tax on qualified retirement pians, including IRAs (line 33 of
federal Form 1040}

+ Total tax due from lines 4, 8, 17, 25, 33, 41, and 45 of federal
Form 5329 (include only if the tax due on this form was paid
separately and is not included on line 53 of your federal Form 1040).

-+ Tax on excess conﬁibutions {line. 2 of federal Form 5330).

» Tax on distributions from an M8A not used for q'ualiﬁed medical
eXpenses.

= ‘Tax on prohibited transactions (line 6 of federal Form 5330).

: = Section 72(m}(5) excess benefits tax (mciuded in the total on
T lme 56 of federal Form. 1040) S

; . If you were subject {o any of the above federal taxes for 1999 fillin
- the total-of such taxes in the space prmnded online 30. Multiply the
- amount filled in by .33 (33%) and fill in the result on line 30.

Note You are not subject to the penalty on payments from certain
retirement plans if the payments are exempt from Wisconsin tax. See
- the instructions for line 11, part (d), for information on retirement
payments which are exempt from Wisconsin tax.

I you were required to file federal Form 5329 or 5330, attach a copy
ooof .your Form 5329 and/or 5330 to your Form 1.

_ Penaity for selling business assets (or assets used in farming)
- purchased from a related person within 24 months Capital

" were held more than one year and the assets are disposed of to
certain related persons. The related person who purchases or
otherwise receives the assets on which.the gain is excluded is
subject to a penalty if he/she sells or otherwise disposes of the
assets within two years. The penalty does not apply in the case of
an involuntary conversion (for example, assets are destroyed by
" fire or livestock dies).

" If you are subject to this penalty, contact any department office
for information on how to compute the penalty. Include the
amount of the penalty on line 30 of Form 1. Write “RP” to the
right of line 30. :

B Line 32 Wisconsin Tax Withheld

Add the Wisconsin income tax withheld shown on your withhold-
ing statements (Forms W-2, W-2G, 1099-G, 1099-R, and
1099-MISC). Fill in the total on line 32, Attach readable copies of
your withholding statements to Form 1. (See Attachments on page
21 for where to attach.)

Note Wisconsin tax withheld is shown in Box 1§ of Form W-Zor Box
10 of Form 1099-R, but only if Wisconsin is the state identified in
Box 16 of Form W-2 or Box 11 of Form 1099-R.

PO NOT claim credit for tax withheld for other states. DO NOT
claim amounts marked social security or Medicare tax withheld. DO
NOT ciaim_cmdit for federal tax withheid. DO NOT include with-

' 'gam onthe saleor. daspes:tmn of businessassetsoronassetsused
in farmmg may be excluded from Wisconsin taxation if the. assets’

18 messs———eeesmmmmm——  Line Instructions %

Line 32 instructions - conlinued

holding statements from other tax years. DO NOT write on or
change or attempt to correct the amounts on your withholding
statements.

It is your responsibility to ensure that your emplnyer or other payer
has provided withholding statements that:
1. Are clear and_easy to read.

2. Show withholding was paid to Wisconsin.

If you do not have a withholding statement or need a corrected
withholding statement, contact your employer gr other payer.

M Line33 1999 Wisconsin Estimated Tax Payments
and Amount Applied From 1998 Return

Fill in the total of (1) any overpayment of 1998 income tax you were
allowed as a credit'on your 1999 Wisconsin estimated tax plus (2)
any Wisconsin estimated tax payments you made for 1999. If you
are matried and file a joint return, add together (1) the total of both
spouses” sa;}arate. estimated tax payments, (2} any joint estimated

tax payments you made; and (3) the total overpayments of 1998

income tax you and your spouse were allowed as credit to your 1999
estzmated tax accoum(s} :

If you are filinga separate tax return, you may not claim any part of
your spouse’s separate estimated tax payments or credits. However,
you and your spouse may split your joint estimated tax payments
and credits between you as you choose on your separate returns. If
you cannot agree on how joint - amounts are to be split between you,
the department will split them between you according to your
respective income tax liabilities.

Follow the abeve mstructmns even if your spouse died during 1999

Name Change If you changed your name beca;ase of marriage,

divorce, etc:, ‘and you made ‘estimated 1ax’ payments using youor
former name, attach a statement to the front of Form 1 explaining all
the payments you and your spouse made for 1999 and the name(s)
and social security number(s) under which you made the payments.

M Line 34 Earned Income Credit

If you qualify for the federal earmed income credit and you have at
leastone gualifying child, you also qualify for the Wisconsin eamed
income credit.

To claim the Wisconsin earned income credit, complete the follow-
ing steps and fill in the required information in the spaces provided
on line 34,

Step 1 Fill in the number of children who meet the requirements of
a “qualifying child” for purposes of the federal eamed income credit
{(see the instructions for earned income credit in your federal return
for definition of a “qualifying child”).

CAUTION For federal purposes only your first two qualifying
children are counted. For Wisconsin purposes all of your qualifying
children are counted,

Note If your qualifying child is not claimed as a dependent on your
return, write the child’s name(s) to the right of line 34.

Step 2 Fill in the earned income credit from line 37a of federal
Form 10404 or line 59a of Form 1040. (Exception If you were
required to reduce your federal earned income credit because you




The popularity of e-commerce
It's arriving to the North er than you think
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