
... 

0 

n 
I' 'l'E ,:JF wr:: c IN) ~ 
DK2.i1.RT\VIENT ·JF 'l'IL.1~./\'l'IJN) 

'l'O 'l'D ,';Hl\J_,J_, CJJ'l[E_, 

I, H. W. Harder, Commissioner of '1'axation ancI custod].an 

of the official records of the Wisconsin Department of Taxation, 

do hereby certify that the annexed changes in the Rules of the 

Wisconsin Department of ti::-in (pursuant to which Hule T/\X 3, 

j_s re pealed, Rule 2.721 is created, and Rules 

" () '' '2 QO 2 J 1J. c:_ ' U J • ::J) - o ,. I ) 2.41 and 2.72 are amen d) have been approved 

by me, and have been compared by me with the originals on f1le 

in this Department and are true and correct copies of such 

IN 'l'E~;TIMONY viTIIEHEOF'; I have 
hereunto set my hand at the 
State f ice Building in the 
City of ison, sconsin, 
this 3rd da of February, A.D., 
19S18. 



Pursuant to the authority vested in the Wisconsin 

Department of 'raxation by ,Section 71.11 (24) of the statutesJ 

the said Department hereby repeals Rule creates Rule 

2.721J and amends Rules T 2.04, 2.06J 2.08, 2.09, 2.1i.~, 

2.41 and 2.72, all as shown in the annexed papers. 

The rule changes herein referred to shall take effect 

upon the first day of the month following publication in the 

Wisconsin Administrative Register as provided in ~ection 227.026 (1) 

of the statutes. 

Dated this 3rd day of February, 1958. 

Wii':5C ONS IN PAR'I'lVD:i;N'l1 JF ION 

Commissioner of 1:L1axation 
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Tax 2 .ok_ Information retur0s · forms 9 x for cor orations. 
(Sections 71.04 (1) and (2) and 71.10 1 , Wis. Stats. All corpora
tions doinc; business within this state, whether sut ject to the iw~ome 
tax or not, shall filP with the department of taxation at its offi~e 
in the Stute Off':i_ce Building at Mnrl-i_srrn rm or lef i20 March 15 c·f eRch 
year on Forms 9 as 1wescribAd by the tE;x commissionAr, statements of 
payments macle within the precedir:g c nleincl ar year to residents of 
Wis cons in of s Bl aries, v-•ac;es, bor.ns t~E:, l'Ht irHment pBy and fees. 
St i=it ementf of pBymen ts to r"'!S J dents of Wis cons in with in the pre ce dine; 
c Fil end ar :u=rnr of inter':-'. st and c1i vi de rids, incl ud ine, dividends paid in 
capital stock, Rncl p:=JymeriLs to l"JsiclF:Jnts i;nn non-r,~sjdents of Wisconsin 
of rentf, end rnyRlties on property :in Wiseonsin shall be filed at the 
same tir::e Bnd place on Fnrms 9b. '11 hese forms must be filed by Merch 15 
of each year recardless of the fact thht the corµorAtion keevs its 
records on a fisc8l ye:Jr basis. : 13} sries, wages, bonuses, retirement 
liay, fees and other cor:pens Ation p8id to an employee or officel' (active 
or i>etired) need not be r(jpnrted jf they AL£_::ret>;Bte less than ~)600.00; 
and no one of interest, diviclencls, rents or ro-yaltit-ls needs be re1;orted 
if it is less than ~:1ou.oo. [~ac11 coriiorAtion r'lu~t file wit.h forms B, 9 
or 9b, f-::·rr: ~)x st;ovdnc t!-:e rinmber of relJnrtt: made on for!'lS (', 9 and 9b. 
(~ee also TA.x 2.0)) It.eris re iu.Lr·ecl to be re_:inrted 0n >•'ormP 9 or 9b may 
be disal:lo'~'ed RS (lech<ctjnns fro•:i the corporAtion's i ross h1cor1e upon 
failure to make proper reririrt thereof. 

Note: FlRn)( forms t":'<l'!j be r)bt.1~ined fror:l tl!e dHp~~1·tment .st the Sti:;te 
Qf'fice Puil 1 !:ir1L .sw:rc'~,s. 

(Corµor·.t'r1:~ i'1::;iliri~, '<: 1'1H l1'f'r'l~3 ~_; nr 9b A~' iJ;e~scribed by law 
shBll be s111 je 1:!- :,·, A ('''1 1-' ,,;']:>I J0s~1 tJdH' ;,:50.llll IIC'f' l:JOI'P thnn 
~'.,500.00.) (;'.:•.''"' S'~ 1 ·l_'.n1 71.11 U-15), Wis. SLAt:,.) 



Tax 2 .06 InformBtion returns for individuals. (~actions 
71.05 (1), 71.0) (2) and 71.05 (J), Wis. Stats.) Reports of payments 
made by in div i duals may be made a ii art of the 1ncome tax return or 
may be made on forms 9 and 9b. ~he items referred to in the statutes 
will be disaJJ.0 1Ned as dedL1ctions from gross income if not properly 
reported. 

l'!ote: Blank forms may be obtaJned from the r1ffice of the assessor 
of :Lncomes in which the re i)orts Fir·e required to be filed. 
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Tax 2.08 Returns of 
the purpose o i ng 
taxation has designated the 
other than corporations: 

Form 1 
Form la 

Form lB 
Form 1-Fc 
Form 1-Fi 
Form lW 
Form lWa 

Form 2 

Form 3 

For all individuals except married women. 
Optional (short) form for all individuals with 
adjusted gross income of less than $5,000.00 except 
married women. 
For persons having a business or profession. 
For farmers on the cash bas is. 
For farmers on an inventory or accrual basis. 
For wives havine separ~te incomes. 
Optional (short) form for married women with 
adjusted gross income of less than $5,000.00. 
(Form lB, 1-F'c or 1-Fi is filed with Form 1, lW, 

lWa or la) 
For trustees, executors, administrators and others 
acting in a fiduciary capacity, but excluding 
guardians. (Guardians should report on Form 1.) 
For partnerships and joint ventures. 

(2) Information returns required of persons other than corporations 
are specified in Tax 2.06 and rl'ax 3.63. See also 'l'ax 3.07. 

(J) All returns, reports, statements and information required to be 
filed, furnished or reported by natural persons or partnerships, shall 
be filed in the office of the assessor of incomes for the district in 
which the natural person resides, or in which the partnership has its 
principal business office. N1:itural persons who are not residents of 
this state shall file with the assessor of incomes from whose district 
they derive income from business therein transacted or property therein 
located, and VJhen they derive income from more than one district, they 
shall consistently file in the office of the assessor of incomes for 
one of such districts unless notified by the department of taxation to 
file with the assessor of another district. 

Note: Blank forms may be obtained from the office of the assessor 
of incomes in which the returns are required to be filed. 



Tax 2.09 Heproduction of forms. Subject to the conditions 
set forth under this rule, the official Wisconsin income tax return 
forms may be reproduced 0nd the re~roductions filed with the depart
ment in lieu of the correspondin~ official forms: 

(1) The reproductions must be made by photo-offset, 
photo-engraving or by some similar photograph.ic process. 'l'hey may 
be reproduced on one side or both sides of the paper. 

(2) The reprodu.ctjons must lie on paper of substantially 
the same color, weight and texture, and of quality at least as good 
es that used in the officiel !orms • .f<'orms 1-Fc, 1-F'i, 1111, lWa, 2 
11nd 3 may not, therefore, be ceproduced on V1tl:Lte paper. 

(3) Since all of the of; icial forms are printed in bleck 
ink, such pr int ing rms t be reproduced in bl Eick. 

(4J The size of the reproductions, toth as to dimensions 
of the paµer and image r'eproduced thereon, must be the same as that 
of the officiel form. 

())All sit';t1aturAs re·1uired on rett;_rrni which are filed 
witt1 tJ:e department must. Le od.t:,inal, affixed subsequent to the 
reproduction process. 



'I'ax 2.14 Separate income tax returns for husband and wife. 
If husband and wife each has a gross income of $500.00 or more or if 
each has some net income when their combined net income is $1,400.00 
or mnre, each must file a sepBrRte return. (See Amerpohl vs '11 ex 
Commission, 225 Wisconsin 62.) The aggregate personal exemption of 
$14.oo allowable when each files a return may be divided between the 
two according to their choice. 



Tax 2 .. 41 Separate accounting method. (Section 71..07 (2), 
Wis. Stats.) 11) When the separate accounting method is used, 
separate records must be kept of sales, cost of sales and expenses 
for the Wisconsin business as distinct from the remainder of the 
business. Overhead items of income and expense must than be allocated 
to the business within and without Wisconsin upon a basis or combination 
of bases justified by the facts and conditions. For ,example: The ratio 
of Wisconsin sales to total sales usually represents a s atiafactory 
basis for a merchandising business, while the ratio of direct cost of 
material and 1 ab or in Wis cons in to the tot al gives a more accurate 
result for a construction business. F'ederal income taxes are based 
upon income and should, therefore, be allocated to Wisconsin business 
on the basis of income. Federal income taxes are deductible only on 
the cash basis, and the allocation to Wisconsin business for any year, 
therefore, must be based upon the ratio of income within Wisconsin to 
the total income of the year on which the federal income taxes are 
assessed, even though that ratio differs from the ratio of the year in 
which the taxes are actually paid. 

(a) The relationship of the general overhead items to Wisconsin 
operations will determine whether the home office income and expense 
should be allocated to the Wisconsin business. Such overhead items 
as officers' salaries, office salaries, office rent and sundry office 
expenses should ordinarily be included in the allocation. 

(2) Rentals received from real estate held purely for, 
investment purposes and not used in the operation of the tusiness 
ere not subject to allocation. tll expenses connected with the 
interest, dividends and rentals realized from investments such as 
the above are not s ul: je ct to allocation but must te applied against 
the investment income. 'l'he tax ab i 1 i ty of the net investment income 
depends upon the situs of the investment property or the residence 
of the recipient. 
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Tax 2.72 Exchanges of property generally. (Section 71.03 (1) (g), 
Wis. Stats.) (1) Except where otherwise specifically provided by 
Chapter 71, where propepty is exchanged for other property which has 
a fair market value, a taxable gain or deductible loss may result, 
and such fair market value must be treated as the price realized for. 
the property exchanged and the cost price of the property received, 
for purposes of future sale. '1hen the property received in exchange 
has no determinable market value, the property received takes the 
pl ace of the property ex ch ane;ed, and no profit or loss is recognized~ 
In the event of future sale in such case, the income tax cost of the 
original property exchanged becomes the basis for computine the gain 
or loss on the property received in exchange. 

(2) Except where otherwise specifically provided by Chapter 71, 
where property of two different kinds is received in exchanse for 
property, one kind having a determinable fair mE·rket value and the 
other no determinable fair rnHrket value, the gain is measured by the 
excess of the f,eir market value of' the property received over the 
income tax cost of the property exchaneed. The property received 
which has no determinable fair market value is considered as having no 
cost in case of future sale, the entire proceeds of such sale beine 
t BX Ahle income. lf the income t a.x cost of the property exchanged is 
in excess of the fair market value of the property received in exchange, 
such excess shall be taken as the income tax cost of the property 
received wrlich has no dete rm in Able fair market value, no loss being 
recognized ·in such cases. 

(3) TaxRble gain or deductible loss must be computed when used 
workin0 assets such ;:,s (-utomobjles and mflchjnery were traded in on 
the purchase f)rice nf i·ew .ssf'ets of a like kind in all cases in which 
the exch~mce or_·curPecl in a taxE<ble year ending prior to Decemter Jl, 
1957. The only exception to this rule occurs in the case of a taxpayer 
who has been permitted or reriu~_recl to nse a coMposit.e rate of depre
ciation. (For the ll1:mc1lin(j of such exchenses occurrine in taxable 
year8 ending on anr1 af'ter Decemrer Jl, 1957, when both the property 
exchanged and the property received have a situs in Wisconsin, see 
Section 71.03 (6) Wis. Stats.) 

In general there are four types of exchanges upon which exemption 
from tax may be claimed: 

1. Exchanges made pursuant to a plan of reorganization. 
2. Sxchenges in which the property received in trade has no 

determinable market value. 
J. Exchanges of residences pursu1:int to Section 71.03 (5). 
4, Exchanges of propert~ held for productive use or investment 

pursuant to Section 71.0J (6) wlrnn the exchange occurred in a taxable 
year ended on or after Decem1 er Jl, 1957. 



Tax £:1.7~1 Exchnnces of 1:iro1H:irt;;i ~~eld for productive use or 
inve~;t:nent. (Section 71.03 (6), "!is. Stt:-Jts.) 

(1) Proprc3rty held for productive t.1se in trRde or business may 
be exchAnt:;ed tF1x free for property of a like kind held for investment 
As well es fnr property of a like kind held for productive use in 
trPde or business, and, similarly, property held for investment may 
be exchani:::;ecl tax free for property of' a like kind held for productive 
use in trade 0r business as well as for property of a like ldnd held 
for investment. 

(2) The phrase "of a 11.ke kind" has refdrence to the nature or 
chPrecter of the pro1~rty and not its grade or quality. One kind 
or cless of property P1BY not be exchanr;ed tax free for µroperty of 
B different kind or class. 

( 3) A le as ehold interest in 1 and cannot be exchanged t ex free 
for a fee title unless the leese hes JO years or more to run. 

(4) Where as part of the consideration to the taxpayer another 
pa1'ty to the exchBnr;e 11ssurned a liability of' the taxpayer or acquired 
from the taxpByer property subject to e liability, such asswnption 
or i=>cquisition (in Uw amount of the liet1lity) shall be considered 
HS money l·eceived by the tRxpeyer nri the exc~he.nr;e. 

(5) Sectio11 71.03 (6) does wlt ariply to trade-in of non-business 
proper-ty, such 2s an 1ntomobiJe used solely for personal purposes. 



Rule T8X 3.83 is Repealed. 


