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TO ALL WHOM THESE PRESENTS SHALL COME, GREETINGS: 

I, Dennis J. Conta, Seeretary of the Departrnent of Revenue andi eustodian 

of the offieial reeords of said Departrnent, do hereby certify that the annexed 

rules were duly approved and adopted by this Departrnent on January20, 1978. 

These rules relate to the following: 

1) Property loeated outside Wiseonsin--depreeiation and sale (ineorne tax). 

2) Tax sheltered annuities (ineorne tax). 

3) Sale of eonstant basis assets aequired prior to beeorning a Wiseonsin 

resident (ineorne tax). 

4) Disaster area losses (ineorne tax). 

5) Cornputing 1975 Wiseonsin net taxable ineorne with referenee to the 

internal revenue eode in effeet on Deeernber 31, 1974 (ineorne tax). 

6) Cornputing 1976 Wiseonsin net taxable ineorne with referenee to the internal 

revenue eode in effeet on Deeernber 31, 1975 (ineorne tax). 

7) Retirement plan distributions (ineorne tax). 

8) Deduetibility of ineorne taxes (inheritanee tax). 

9) Farming, agrieulture, hortieulture and florieulture (sales and use tax). 

la) Sale of a business or business assets (sales and use tax). 

11) Meals, food, food produets and beverages (sales and use tax). 

I further eertify that said eopy has been eornpared by me with the original 

on file in this Departrnent and that the sarne is a true eopy thereof and of the 

whole of such original. 

.. c~··n 
I 
I 

IN TESTItj1llit,WHEREOF, I have hereunto 
set rny,/h"and a't 201 East Washi ngton 
AveY).ue in theleity of Madison, this 
2 Kday of J uary, lQ78. 

/// I v'/ 

,,/' 

\ 



ORDER OF THE DEPARTMENT OF REVENUE ADOPTING RULES 

Pursuant to the authority vested in the Department of Revenue by ss. 

71.11(24)(a), 72.05 and 227.014(2), Wis. Stats., the Department hereby adopts 

the following 11 rules as shown on the attached copy. 

1) Section Tax 2.30, "Property located outside Wisconsin--depreciation and 

sale". 

2) Section Tax 2.94, "Tax sheltered annuities", 

3) Section Tax 2.97, "Sale of constant basis assets acquired prior to becoming 

a Wisconsin resident", 

4) Section 'Tax 2.98, "Disaster area losses". 

5) Section Tax 2.99, "Computing 1975 Wisconsin net taxable income with 

reference to the internal revenue code in effect on December 31,1974 11
• 

6) Section Tax 2.991, IIComputing 1976 Wisconsin net taxable income with 

reference to the internal revenue co de in effect on December 31, 1975 11
, 

7) Section Tax 3,.085, IIRetirement plan distributions", 

8) Section Tax 10.12, "Deductibility of income taxes". 

9) Section Tax 11.12, "Farming, agriculture, horticulture and fl ori culture". 

10) Section Tax 11.13, "Sale of a business or business assets". 

11) Section Tax 11. 87 , 1I~1ea 1 s, food, food products and beverages" . 

The rules contained herein shall take effect on March 1, 1978. 

Dated this20th day of January, 1978. 

Denni s JT. Conta 
Secretafy of Revenue 



PROPERTY LOCATED OUTSIDE WISCONSIN--DEPRECIATION AND SALE 

S~ction Tax 2.30 of the Wis. Adm. Code is adopted to read: 

located outside Wisconsin--de reciation and 
. ,1S. Stats. DE INITI NS. In th1S 

rule, "internal revenue code" means the internal reVenue code in 
effect for the taxable year specified by section 71.02(2)(b), 
Wis. Stats., and "federal adjusted basis" means those amounts 
determined under such code. For example, for the taxable year 1976 
"internal revenue code" means the federal internal revenue code in 
effeet on December 31, 1975. 

(2) GENERAL. (a) Prior to tax year 1975, income or loss 
derived from real property or tangible personal property followed 
the situs of the property from which derived. 

(b) In 1975, section 71.07(1), Wis. Stats., was amended, 
effective with the 1975 tax year, to read in part: 

"All income or loss of resident individuals and resident 
estates and trusts shall follow the residence of the indi
vidual, estate or trust. Income or loss of nonresident 
individuals and nonresident estates and trusts from business, 
not requiring apportionment under sub. (2), (3) or (5), shall 
follow the situs of the business from which derived. Income 
or loss of nonresident individuals and nonresident estates 
and trusts derived from rentals and royalties from real 
estate or tangible personal property, or from the operation 
of any farm, mine or quarry, or from the sale of real property 
or tangible personal property shall follow the situs of the 
property from which derived." 

(3) TREATMENT IN 1975 AND SUBSEQUENT YEARS FOR RESIDENT 
INDIVIDUALS, ESTATES AND TRUSTS. For tax year 1975 and thereafter, 
income or loss from property and business located outside Wisconsin, 
received by resident individuals, estates and trusts, is taxable. 
The basis for depreciation and for determining gain or loss on 
disposition of property located outside Wiscoasin for Wisconsin 
income tax purposes for such taxpayers is as follows: (a) Property 
acguired while aresident. For property located outside Wisconsin, 
acquired while taxpayer was aresident of Wisconsin: 1. Depreciation. 
The basis of such property for depreciation shall be the same as 
the basis determined under the internal revenue code. 

2. Sale. The basis used in determining gain or loss up on the 
sale or other disposition of such property shall be the same as the 
basis determined under the interna1 revenue code. 

(b) Property acquired before becoming aresident. For property 10cated 
outside Wisconsin, acquired before taxpayer became aresident of 
Wisconsin: 1. Depreciation. The basis of such property for 
depreciation sha11 be the same as the basis determined under the 
internal revenue code. 
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2. Sale. Under the principles established by the Wisconsin 
Supreme Court in Falk v. Rosa (1930), 201 Wis. 292, and Siesel v. 
Wisconsin Tax Commission (1935), 217 Wis. 661, limitations exist 
on the amount of gain or loss which is includable in Wisconsin 
taxable incorne upon the sale or other disposition of such property. 
The amount of gain or loss for Wisconsin tax purposes is limited 
to the lesser of the difference between: a. The selling price 
and federal adjusted basis at the time of sale; or 

b. The selling price and the fair market value of the property 
on the date Wisconsin residence was established, such fair market 
va1ue being reduced by depreciation allowed or a110wable during 
the period of Wisconsin residence; except that if 

c. The difference by one computation (a or b above) represents 
a gain and the difference by the other computation represents a 
loss, then no gain or loss is reportable for Wiseonsin purposes. 
When this situation occurs, a sehedu1e shall be attaehed to the 
Wiseonsin income tax return, Form 1, showing both eomputations. 

3. Modifieation. When the Wisconsin gain or loss is determined 
under subd. 2 b or e, the amount of such gain or loss wil1 differ 
from that reported on an individual IS federa1 income tax return. 
Such difference shall be treated as an "other" modifi cation and 
reported in Part II on page 2 of Wisconsin Form 1. (See the note 
at the end of this rule for example computations of the Wisconsin 
gain or loss.) 

(e) Insta11ment sa1es of ro ert 10cated outside Wisconsin. 
1. Sale prior to January 1, 1975. The gain or loss on a sale 
prior to January 1, 1975 of property 10eated outside Wisconsin by 
residents and nonresidents is not taxable for Wiseonsin purposes. 
If a taxpayer elected for federal purposes to report the gain on 
such a pre-1975 sale on the instal1ment method (as provided in 
seetion 453 of the internal revenue code), in some instanees a 
portion of the gain could be inc1uded in federal adjusted gross 
ineome on the taxpayerls 1975 and subsequent years l federal ineome 
tax return. Any such installment gain sha11 be excluded from 
Wiseonsin incorne by entering the amount of the insta11ment gain as 
an "other" subtraction modifieation in Part II on page 2 of the 
Wiseonsin Form 1. 

2. Sale while a nonresident. The gain (or loss) on a sale 
of property located outside Wisconsin occurring whi"le a taxpayer 
was a nonresident of this state is not taxab1e for Wiseonsin 
purposes regardless of whether the sale oecurred before or after 
1975. Any such gain (to the extent included in federal adjusted 
gross ineorne), regard1ess of whether or not reported on the 
installment rnethod, shall be exeluded from Wisconsin ineome by 
entering the amount of such gain as an "other" subtraction 
modification in Part II on page 2 of Wisconsin Form 1. 

NOTE: Examples of the computation of Wisconsin gain 
or loss on out-of-state property acquired before 
becoming a Wisconsin resident and sold while aresident 
of Wisconsin, as described in sub. (3)(b) follow: 



(1) (2) (3) 

Fair Market Value 
At Time Wise. Federal Adjusted Basis 

Original eost Resideney Estab. At Time Resideney Estab. 

$ 10,000 $ 15,000 $ 5,000 

10,000 4,000 5,000 

10,000 25,000 5,000 

10,000 4,000 5,000 

10,000 15,000 5,000 

10,000 4,000 5,000 

a 
$20,000 

b 
$20,000 

(eol.G) less 14,300 (eol.2 less eol.4) $5,700 gain. 

(eol.6) less 4,300 (eol.S) $15,700 gain. 
e 

(4) (5) (6) 

Depreeiation Allowed Federal Adjusted 
Or Allowable While Basis At Time Selling 

A Wiseonsin Resident Of Sale Priee 

$ 700 $ 4,300 $ 20,000 

700 4,300 20,000 

700 4,300 20,000 

700 4,300 1,000 

700 4,300 4,000 

700 4,300 3,500 

$20,000 (eol.G) less 4,300 (eol.S) = $15,700 gain; $20,000 (eol.6) less 24,300 (eol.2 less eol.4l 
therefore, no gain or loss is reportable for Wiseonsin purposes. 

$4,300 loss; 

d 
$1,000 (eol.6) less 3,300 (eol.2 less eol.4) 

e 
$4,000 (eol.6) le ss 4,300 (eol.S) 

f 
$300 loss. 

$2,300 loss. 

$3,500 (eol.6l less 4,300 (eol.S) = $800 loss; $3,500 (eol.6l less 3,300 (eol.2 less eol.4) 
therefore, no gain or loss is reportable for Wiseonsin purposes. 

l t 

$200 gain; 

(7) (8) 

Federal Wiseonsin 
Gain or Loss Gain or Loss 

$ 15,700 $ 5,700a 

15,700 lS,700
b 

15,700 -0- e 

d 
(3,300l (2,300) 

e 
(300) (300) 

(800) -0-
f 

( 



TAX SHELTERED ANNUITIES 

Section Tax 2.94 of the Wis. Adm. Code is adopted to read: 

Tax 2.94 Tax sheltered annuities. (Section 71.03(2)(d), Wis. 
Stats.) (1) GENERAL. (a) For many years members of the state teachers' 
retirement system have had the privilege of paying in vOluntary addi
tional deposits, to provide additional retirement income to supplement 
normal retirement benefits. In January of 1964 it became possible for 
such members to pay in additional deposits under a new program known as 
the Tax Sheltered Annuity Plan. 

(b) When a tax sheltered annuity is purchased for an employe by 
a public sbhool system or by an exempt educational, charitable or 
religious organization, the deposit used to acquire this annuity may 
be excluded from the employe's gross income in the year of payment under 
section 403(b) of the internal revenue code. According1y, since 
January 1, 1965, when Wisconsin adopted the internal revenue code as 
the basis for computing Wisconsin taxable income, these payments . 
al so ha ve been exc 1 uded from emp 1 oyes I taxab 1 e i ncome fo r t~i scons i n 
income tax purposes. Prior to that date, such payments were 
taxable for Wisconsin ineome tax purposes. 

(e) All benefits paid under tax 
including withdrawals, death benefits 
federal taxable income when received. 
deseribed in subs. (2) and (3). 

sheltered annuity contraets, 
or annuities, are ine1uded in 

The Wiseonsin treatment is 

-- - - - -- -- - - - - - .- -- - - --

(2) SECTION 71.03(2)(d) EXEMPTION. Normal retirement benefits 
received from systems enumerated in seetion 71.03(2)(d), Wis. Stats., 
are exempt as provided by that seetion. However, benefits received 
from tax sheltered annuity deposits administered by such systems do 
not qualify for the exclusion from Wisconsin taxable income provided by 
that statute. Tax sheltered annuity benefits sha11 be treated the same 
for Wiseonsin incorne tax purposes as for federal ineome tax purposes; 
that is, they sha11 be ine1uded in gross income. 

(3) STATE TEACHERS RETIREMENT SYSTEM ANNUITY BENEFITS. (a) Tax 
sheltered annuity benefits reeeived by retired teaehers on and after 
January 1, 1974 shall be ineluded in ineome. No subtraetion modificatinn 
from federal adjusted gross income sha11 be allowed, exeept as provided 
i n par. (e). 

(b) Tax sheltered annuity benefits received on or before Deeember 31, 
1973 sha11 be considered nontaxable. A subtraction modifieation under 
seetion 71.05(1)(b)4, Wis. Stats., shal1 be permitted for such benefits 
as were inc1uded in federa1 gross ineome. 

(c) If asehool system purchased a tax sheltered annuity for an 
emp10ye prior to January 1, 1965, and the emp10ye paid a Wiseonsin ineome 
tax on the tax sheltered annuity deposit whieh was used to pay the 1964 
annuity prernium, a subtraetion modifieation under section 71.05(1 )(b)4, 
Wis. Stats., shall be a110wed for the tax sheltered annuity benefits 
received'on or after January 1, 1974 Which are inc1uded in federa1 
incorne and upon whieh the emp10ye previous1y paid a Wiseonsin ineome tax. 
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The allowable subtraction modification is the amount of deposit on which 
the Wiscon~in tax was previously paid less that portion, if any, of the 
tax sheltered annuity benefits excludable from Wisconsin income because 
of receipt prior to January 1, 1974, as illustrated in the following 
examples which assume that the taxpayer files its tax return on a 
calendar year basis: 

Example 1: An emp10ye made a deposit of $200 for the purchase 
of a tax sheltered annuity in 1964, and this amount was inc1uded in 
Wisconsin taxable income. When the emp10ye retires after January 1, 1974, 
a subtraction modification under section 71.05(1)(b)4 is permitted for 
the first $200 of tax sheltered annuity benefits received. All subsequent 
benefits are taxable with no subtraction modification allowed. 

Examp1e 2: An employe made a deposit of $300 for the purchase of 
a tax sheltered annuity in 1964, and this amount was included in 
Wisconsin taxab1e income. The emp10ye retired prior to December 31, 1973, 
and $120 of such benefits received were not inc1uded in Wisconsin 
taxable income. A subtraction modification under section 71.05(1}(b)4 is 
permitted for the next $180 ($300 - $120) received after January 1, 1974. 
All subsequent benefits are taxable with no subtraction modification al1owed. 

EXGDple 3: An c~Dloyc Made a ~eposit of $16n for the nurchlsc of il tax 
sheltered annuity in 1964, and this amount was included in Wisconsin taxable 
income. The employe retired prior to December 31,1973, and treated $200 of 
such benefits as nontaxable for Wisconsin income tax purposes. All such 
benefits received after January 1, 1974 are taxable with no substraction 
modification allowed. 



SALE OF CONSTANT BASIS ASSETS ACQUIRED PRIOR 
TO BECOMING ARESIDENT 

Seetion Tax 2.97 of the Wis. Adm. Code is adopted to read: 

Tax 2.97. Sale of eonstant basis assets ac uired rior to 
becomin a Wisconsin resident. Seetions 71.05 1 (j); 
2 a 5 and b; and 4 , Wis. Stats.) (1) GENERAL. (a) The Wiseonsin 

ineome of a Wisconsin resident who se11s a eonstant basis asset, which 
was acquired prior to beeoming aresident, sha11 be adjusted in the 
year of sale for any differenee between the federa1 adjusted basis and 
the Wiseonsin adjusted basis of such asset. If this differenee in basis 
resu1ts in the federa1 loss being greater than the Wiseonsin loss, 
adjustments to Wiseonsin income may be required in the year of sale and 
in any sUbsequent years in whieh a capital loss may be earried forward. 

(b) "Constant basis assets" (seetion 71.05(2)(a)5, Wis. Stats.) 
are assets (other than inventories) whieh are not subjeet to depreciation, 
depletion or amortization, and for which the eomputation of taxable 
ineome is not affeeted until the asset is sold or otherwise disposed of. 
Examp1es inelude vaeant 1and, stoeks and bonds. 

(2) LIMITATION OF GAIN OR LOSS ON SALE OF CONSTANT BASIS ASSETS. 
In Falk v. Wiseonsin Tax Commission (1930), 201 Wis. 292 and Siesel v. 
Wisconsin Tax Commission (1935), 217 Wis. 661, the Wisconsin Supreme 
Court set limitations on the amount of gain or loss includab1e in 
Wisconsin taxable incarne upon the sale or other dispasition of a 
constant basis asset. The amount of gain or loss for Wisconsin purposes 
sha11 be 1imited to the lesser of: 

(a) The selling price less federal adjusted basis of the constant 
basis asset at the time of sale; or 

(b) The selling price less the fair market value of the eonstant 
basis asset on the date Wiseonsin residenee was established. 

(e) As an exception, if one computation ((a) or (b) above) 
represents a gain and the other computation represents aloss, then no 
gain or loss shall be reportab1e for Wisconsin purposes. (See Note (2) 
at the end of this rule.) 

(3) MODIFICATION REQUIRED. (a) When the Wisconsin gain or loss 
is determined under eomputation (2)(b) or is zero because of the 
exception in (2)(e), the amount of such gain or loss will differ from 
that reported on the individua1 1 s federa1 ineome tax return. Such 
differenee shall be reported as an addition or subtraction modifieation, 
as appropriate, in Part II, page 2 of Form 1. A statement shal1 be 
attached to Form 1 showing how the modifieation was determined. 

(b) Listed below are explanations of how to compute the amount 
of the modification. In the explanations, "X" means the selling price 
less the fair market va1ue on the date Wiseonsin residence was estab
lished. 

1. If the federal gain exceeds the IX".JJai.n, a subtractton rnodifi
eation is required in the year of sale for the difference between the 
federal gain and the "X" gain. (See example e of Note (2) at the end 
of thi s ru1 e ~ ) 
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2. If the federa' gain is 1ess than the "X" gain, no modification 
is required. (See examp1e d.) 

3. If the federa1 loss is 1ess than the "X" loss, no modification 
is required. (See example e.) 

4. If there is a federa1 gain but an "X" loss, a subtraction 
modification is required in the year of sale for the amount of the 
federal gain. (See example a.) 

5. If there is a federa1 loss but an "X" gain, an addition 
modification is required in the year of sale for that part of the federa1 
loss deducted in the year of sale. If any part of the remaining federa1 
loss is carried over and deducted in a subsequent year, an addition 
modification is required in any such year for the amount of the capital 
loss carryover which is deducted (See example b.) 

6. If the federal loss is 1arger than the "X" loss, an addition 
or subtraction modification, as appropriate, is required to account for 
such difference. The taxab1e year in which this adjustment wil1 be 
made is dependent upon the facts regarding each specific transaction. 
(See examp1es f, g and h.) 

(4) INSTALLMENT SALES. When the gain on the sale of a constant 
basis asset is reported on the instal1ment method (internal revenue 
code section 453) and the Wisconsin gain is 1ess than the federa1 
gain, a subtraction modification is required in each year in which 
payments of principal are received on the sale. The amount of the 
subtraction modification which shal1 be entered on Part II, page 2of
Form 1, is computed using the equation: (principa1 payments received 
during the year divided by contract price) mu1tip1ied by (federal 
gain 1ess Wisconsin gain) equals (subtraction modification). (See 
Note (1) below). 

NOTE: (1) An example of the computation of the modification 
described in sub. (4) is as follows: 

Capital stock purchased in 1970 having a federal adjusted basis 
of $15,000 is sold by Mr. A for $25,000 in 1975. The fair 
market value of the stock was $19,000 at the time Mr. A 
became aresident of Wisconsin in 1972. The sale is reported 
on the installment method. There is a difference of $4,000 
between the federal gain of $10,000 ($25,000 less $15,000) 
and the Wisconsin gain of $6,000 ($25,000 less $19,000). 
Principal payments of $5,000 are received in 1975 and in each 
of the subsequent 4 years. The required subtraction modifi
cation in 1975 (and each of the subsequent 4 years) is computed 
as fol10ws: 

~~-=-=---)..I:..':"":"':':..:::..:..J<="":'~~~:.=..L. X $4,000 (federa1 gain = $800 
less Wisconsin 
gain) 

(2) Examples of the computation of Wisconsin gain or loss 

(subtraction 
modifi cati on 
in 1975 and 
i n each of the 
subsequent 4 
years) 

on constant basis assets acquired before becoming a Wisconsin 
resident and sold while aresident of Wisconsin in 1975 
follow: (Dollar amounts in parentheses represent a loss in 
a transaction.) 



(1 ) 
Federal 
Adjusted 

Basis 

a $ 10,000 

b 10,000 

c 10,000 

d 10,000 

e 10,000 

f 10,000 

9 10,000 

h 10,000 

( 

Examples of the computation of Wisconsin qain or loss on 
constant basis assets acquired before becominq a Wisconsin 
resident and sold while aresident of Wisconsin in 1975. 
(Dollar amounts in parentheses represent a loss in a transaction.) 

(2) (3) (4) (5) 
Fair Market Value 1975 Federal Difference Between Fair 
at Time Wisconsin Sell ing Gain or Loss Market Value and Selling 

Residence Established Price (col. 3 less col. n Pri ce (co 1. 3 le_~ c_Ql.~l 

$ 25,000 $ 20,000 $ 10,000 ($ 5,000) 

200 1,000 (9,000) 800 

16,000 20,000 10,00n 4,000 

8,000 20,000 10,000 12,000 

15,000 4,000 (6,000) (11 ,000) 

4,000 3,500 (6,500) (500) 

5,000 1,000 (9,000) (4,000) 

9,400 8,200 (1,800) (1,200) 

.. 

( 

(6) 
1975 

t~i scons; n 
Gain or Loss 

$ -a-
-a-

4,000 

10,000 

(6,000) 

(500) 

(4,000) 

(1 ,200) 

( 



( ( ( 

a & b Since one computation (columns 4 or 5) results in a gain and the other computation 
(columns 4 or 5) results in aloss, there is no wisconsin gain or loss for these two examples. 

a A subtraction modification of $10,000 in 1975 is required, which is the differenee between 
the federal gain ($10,000) and the Wisconsin gain (0). 

b An addition modification in 1975 is required for that portion of the $9,000 federal loss 
which is deducted on the 1975 federal return. If any part of the $9,000 loss is deducted 
as a capital loss carryover for federal purposes in a subsequent year, an addition modifica
tion is required in such year for that part of the loss deducted on the federal return in 
such year. For example, if only $1,000 is deducted on the 1975 federal return as.a loss, an 
addition modification of $1,000 is required on the 1975 Wisconsin return. If the remaining 
$8,000 is deducted over the next 8 years at $1,000 per year on the federal returns, an addition 
modification of $1,000 is required on each of the Wisconsin returns for these 8 years. 

c,d,e,f,g & h In these six examples, the Wisconsin gain or loss is the lesser gain or loss of columns 4 and 5. 
In examples f , g and h, it should be assumed that the loss is a net long-te rm capital loss and 
that no other capital assets were disposed of during the year. 

e A subtraction modification of $6,000 in 1975 is required, which is the differenee between the 
federal gain ($10,000) and column 5 ($4,000). 

d A modification is not required because the federal gain ($10,000) is less than the column 5 
gain ($12,000). 

e A modification is not required because the federal loss ($6,000) is less than the column 5 
loss ($11,000). 

f An addition modification in 1975 is required for the differenee between that part of the 
$6,500 federal loss deducted on the 1975 federal return, and the Wisconsin loss of $500. 
An addition modification will also be required in subsequent years for that portion of the 
capital loss carryover deducted on the federal return each year. For example, if $1,000 of 
the $6,500 loss is deducted on the federal return in 1975, a $500 addition modification is 
required in 1975, which is the differenee between the amount deducted for federal purposes 
($1,000) and the Wisconsin loss ($500). As the remaining portion of the loss is deducted in 
the carryover years, an addition modification will be required in each such year to remove 
such loss from Wisconsin taxable income. 
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g No modification is required in 1975 because the federal adjusted gross income figure used 
as the starting point for determining Wisconsin taxab1e income wou1d a1ready refleet the 
maximum amount of capital loss currently deductible ($1,000). When, in subsequent years, 
the aggregate total of the $9,000 capital loss deducted on the federa1 return exceeds the 
total Wisconsin loss al10wable ($4,000), an addition modification will be required to remove 
such excess loss from Wisconsin taxable income. For example, if $1,000 of loss is deducted 
in each of the succeeding carryover years, an addition modification would be required in 
1979 (the fourth carryover year) as the total Wisconsin loss allowable of $4,000 would 
have been deducted in the years 1975 through 1978. 

h A subtraction modification in 1975 of $100 would be required to bring the Wisconsin capital 
loss deduction for that year up to the maximum amount allowable of $1,000 (this subtraction 
modification is provided by s. 71.05(1) (j) , Wis. Stats.). This would be necessary because 
only one-half of the $1,800 net long-term loss would be deductible on the 1975 federal return. 
In 1976 a subtraction modification for the remaining $200 ($1,200 less the $1,000 deducted in 
1975) of loss allowable for Wisconsin purposes would be required. 

~ ~ 

I 
CJl 
I 



DISASTER AREA LOSSES 

Section Tax 2.98 of the Wis. Adm. Code is adopted to read: 

Tax 2.98 Disaster area losses. (Section 71.02(2)(b), Wis. 
Stats.} (1) GENERAL. (a) Hurricanes, fires, storms, floods, 
and other similar casualties may cause person s to suffer losses 
from damage to property used for personal or business purposes for 
which insurance coverage is nominal or nonexistent. Losses 
sustained from casualties of this kind may be deductible on a 
federal and a Wisconsin income tax return. 

(b) If a taxpayer sustains a casualty loss from a disaster 
in an area subsequently determined by the president of the United 
States to warrant federal assistance, section l65(h) of the internal 
revenue code gives taxpayers the election to deduct the loss on 
the return for the current tax year or on the return for the 
immediately preceding tax year. 

(2) FEDERAL TAX TREATMENT OF DISASTER LOSSES. (a) Federal 
law. 1. Internal revenue code section 165(a) provides for a 
deduction for certain kinds of casualty losses. 

2. Internal revenue code section 165(h) provides fora 
deduction of certain disaster losses and reads: 

"Disaster losses.--Notwithstanding the provisions of sub
section (a), any loss attributable to a disaster occurring 
in an area subsequently determined by the President of the 
United States to warrant assistance by the Federal Government 
under the Disaster Relief Act of 1974 may, at the election 
of the taxpayer, be deducted for the taxable year immediately 
preceding the taxable year in which the disaster occurred. 
Such deduction shall not be in excess of so much of the loss 
as would have been deductible in the taxable year in which 
the casualty occurred, basedon facts existing at the date 
the taxpayer claims the loss. If an election is made under 
this subsection, the casualty resulting in the loss will be 
deemed to have occurred in the taxable year for which the 
deduction is claimed." 

(b) What is a casualty loss. A casualty is the complete 
or partial destruction or loss of property resulting from an event 
that is identifiable; damaging to property; and sudden, unexpected 
and unusual. 1. A casualty loss includes damage from a hurricane, 
tornado, flood, storm, shipwreck, fire or accident and damage to 
trees and shrubs. If ornamental trees and shrubs on residential 
property are damaged or destroyed by a casualty, there may be a 
deductible casualty loss. A deductible loss occurs when there has 
been a decrease in the total value of the real estate. However, 
a different principle applies in cases of such damages to similar 
property used for business purposes. (Internal revenue service 
publication 547 explains the loss computation and lists additional 
items which may qualify as casualty losses.) 
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2. Losses not deduetible as easualties inelude: a. The 
loss of trees, shrubs and other plants on property used for 
residential purposes, as the result of disease, or fungus spread 
by beetles, inseets, worms or other similar eause. 

b. Costs involved in the eare of personal injuries and the 
eost of temporary lights, fuel, moving or rental of temporary 
quarters. 

e. Loss of future profits, for example, from ice storm damage 
to standing timber that reduees the rate of growth or the quality 
of future timber. The damage must aetually result in property 
(ex., existing timber) being rendered unfit for use to qualify 
as a easua lty. 

(e) Amount of deduetible easualty loss. 1. In general, 
the amount of loss is the deerease in fair market value of property 
resulting from the casualty, limited to the adjusted basis of 
the property, and redueed by any insurance or other eompensation 
received or expected to be reeeived. If the adjusted basis of 
the property is zero, there is no deduetible loss. 

2. Different prineiples apply to a easualty loss deduetion 
on property used for personal purposes and property used for 
business purposes: 

a. A easualty loss on property used solely for personal 
purposes is deductible only to the extent that the loss exeeeds 
$100 for eaeh easualty. 

b. A easualty on property used solely for business 
purposes or property held for the produetion of ineome is 
deduetible in full without the $100 reduetion. 

(d) When a loss is deduetible. Casualty losses are generally 
deductible only in the tax year in whieh the casualty oeeurred 
even though the damaged property may not be repaired or replaeed 
until the sueeeeding year. However, if a taxpayer sustains a 
easualty loss from a disaster in an area subsequently determined 
by the president of the United States to warrant federal assistanee, 
internal revenue code seetion 165(h) gives the taxpayer the eleetion 
of claiming a loss on the return for the tax year in whieh the 
loss oceurred or the preceding tax year. 

(e) Making the eleetion to elaim the loss in the preeeding 
taxable year. 1. The election generally shall be made on or 
before the later of the due date (exelusive of extensions) for 
filing the income tax return for the tax year in which the disaster 
aetually oceurred, or the due date (with regard to extensions) of 
the return for the preeeding tax year. For example, in the absenee 
of any extensions of time to file, a ealendar year individual 
taxpayer has until ApY'il 15,1977, to amend a 1975 tax return to 
elaim a disaster loss whieh took place during 1976. 
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2. The taxpayerls election shal1 be in writing, signed by 
the taxpayer and shall be made on a return, an amended return or 
a claim for refund. It shal'l specify the date or dates of the 
di saster and the city, town or vi 11 age, county, and state where 
the damaged or destroyed property was located. In making the 
election, the taxpayer shall compute the amount of the loss under 
the usual rules for casualty losses as if it occurred in the year 
preceding that of the disaster. 

3. The election becomes irrevocable 90 days after it is 
made. 

4. If the taxpayer does not make the election on the tax 
return for the preceding year, the loss is deductible on the 
return for the year in which the disaster occurred. 

(3) WISCONSIN TAX TREATMENT OF DISASTER LOSSES. (a) 
Individuals. 1. The Wisconsin income tax law for individuals is 
the same as the federal tax law (internal revenue code section 
165(h)) regarding disaster losses. Therefare, the federal provisions 
explained in sub. (2) also apply to individuals for Wisconsin 
income tax purposes. 

2. If an individual desires to make the election after 
having filed a Wisconsin incame tax return for the preceding 
taxable year, the casualty loss may be claimed by filing an 
amended Wisconsin return for that year. To simplify the filing 
of an amended return, Wisconsin Form lX may be used. 

(b) CorjJorations. The Wisconsin corporation tax law (in 
Chapter 71, Wis. Stats.) is not refereneed to the federal law in 
regard to disaster losses. Therefore, the election provisions 
for individuals "in internal revenue code section 165(h) are not 
available to corporations for Wisconsin franchise/income tax 
purposes. 

NOTE: (1) As an example of the above, on March 23, 
1976, the president of the United States declared that 
22 Wiseonsin counties warranted assistance by the federal 
government under the Oi saster Re 1 i ef Aet of 1974. Thi s 
resulted from the damage during the severe rainand 
ice storm which oceurred March 1 through 12, 1976 in 
the following 22 counties: 

Calumet 
Colurnbia 
Crawford 
Oane 
Dodge 
Fond du Lae 
Grant 
Green 

Iowa 
Jefferson 
LaFayette 
Manitowoc 
Milwaukee 
Ozaukee 
Richland 

Rock 
Sauk 
Sheboygan 
Vernon 
Walworth 
Washington 
Waukesha 
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An individual who sustained a casualty loss from this 
disaster in any of these 22 counties (regardless of 
where that individual resided) could have elected to 
deduct the loss on the individual's 1975 Wisconsin 
income tax return. The election had to have been made 
on or before April 15, 1977 for calendar year taxpayers 
(assuming the due date for filing the 1975 Wisconsin 
return was not extended beyond Apr; 1 15, 1977). If the 
election was not made, the loss was deductible on the 
taxpayer's 1976 return. 

(2) This rule explains some federal provisions relating 
to disaster area 105ses and how the Wisconsin law for 
individuals conforms to the federal law. This rule does 
not explain all the details regarding casualty losses. 
However, Internal Revenue Service Publication 547, 
entitled "Tax Information on Disaster, Casualty Losses, 
and TheHs", may be helpful in understanding such details 
as how to deduct a casua lty loss, what to do if the 
loss exceeds incorne, how to adjust the basis of property 
damaged or replaced, how to report the amount received 
from i nsurance or other sources and rel ated casual ty 
loss problems. 



COMPUTING 1975 WISCONSIN NET TAXABLE INCOME WITH REFERENCE TO 
THE INTERNAL REVENUE CODE IN EFFECT ON DECEMBER 31, 1974 

Seetfon Tax 2.99 of the Wis. Adm. Code i~adopted to read: 

Tax 2.99 Computing 1975 Wiseonsin net taxab1e income with 
referenee to the interna'lrevenuecöde irief"fedonDeeember 31, 1974. 
(Sections 71.02(2Jrb) and 71.05(1J(b)6-,Wis. Stats.) (1) LAW CHANGE 
FOR TAXABLE YEAR 1975. Chapter 39, Laws of 1975, amended section 7l.02(2)(b), 
Wis. Stats., so that for purposes of determining Wisconsin income and 
deduction amounts for the taxable year 1975, an individua1, partnership, 
estate or trust sha 11 use the interna 1 revenue co de enacted as of 
Deeember 31, 1974. 

(2) EFFECT OF AMENOMENTS TO THE INTERNAL REVENUE COOL (a) 
Amendments to the internal revenue code enaeted on or before Oeeember 31, 
1974. Amendments enaeted on or before December 31, 1974 shal1 be considered 
a part of the interna1 revenue eode in effeet on Deeember 31, 1974, and 
shal1 be reeognized for Wiseonsin income tax purposes, even though such 
amendments became operative after Deeember 31, 1974. For examp1e, the 
provisions of P.L. 93-406--the Emp10ye r Retirement Ineame Security Act of 
1974 (Pension Reform Act)--enacted September 2, 1974, app1ies for Wisconsin 
purposes even though certain portions of the act did not become operative 
unti1 after December 31, 1974. 

(b) Amendments to the interna1 revenue eode enaeted after December 31, 
1974. Amendments enaeted after Oeeember 31, 1974 sha11 not be considered 
a part of the internal revenue eode in effeet on Deeember 31, 1974, 
regardless of whether such amendments become operative before or after 
Deeember 31, 1974. Such amendments shall not be reeognized for ~Jiseonsin 
income tax purposes. 

(3) AMENDMENTS TO THE INTERNAL REVENUE COOE. Deseriptions of some 
amendments to the internal revenue eo de enaeted after Deeember 31, 1974 
and their treatment for Wiseonsin purposes fo110ws: (a) Amendments 
affeeting federal adjusted gross ineome. 1, Deferred gain on sale of 
personal residenee. a. Federa': Additional time is allowed to purehase 
a new residenee for purposes of deferring a gain on the sale of the old 
residence. If a new residenee is purchased, the time period is 18 months 
rather than 12 months. If a new residenee is eonstructed, the time 
period is 24 months rather than 18 months. (P.L. 94-12, enacted 
Mareh 29,1975.) 

b. Wisconsin: The time period is still 12 months for purchase 
of a residenee and 18 months for construction of aresidenee. If 
replaeement of an old residenee is not made within these periods, 
the gain on the sale of the old residenee shall be ine1uded in 
Wisconsin taxable income. 

2. Contribut'ions tQ.retirement ~lan!?,!, a. Feder~'I: The internal 
revenue eode provides that a cash basls employer Dr sell-employed 
person may treat Keogh plan eontributions made on or before the d~e 
date (or a later date if an extension of time for filing was obtalned) 
of the personIs 1975 federal income tax return as if they had been 
made on the last day of the 1975 taxable year. For example, Keogh plan 
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contributions may be made during the period January 1 ~ 1976 through 
April 15, 1976 (due date of a 1975 ca1endar year return) and still be 
claimed as a deduction on a 1975 federal income tax return. This 
extended time period for making contributions to Keogh plans is provid~d 
by 2 separate federal laws: Keogh p1ans established after January 1, 1974, 
provided by Pensi on Reform Act (P. L. 93-406, enacted September 2, 1974); 
and Keogh p1ans existing as of January 1,1974, provided by Tax Reduction 
Act of 1975 (P.L. 94-12, enacted March 29, 1975). 

b. Wisconsin: As aresult of the enactment of section 71.05(1 )(b)6, 
Wis. Stats., in Chapter 224, Laws of 1975, the treatment of contributions 
to a Keogh plan for Wisconsin incame tax purposes for 1975 is the same 
as the federa1 provisions explained aboveo Contributions made on or 
before the due date (or a later date if an extension of time for fil 'ing 
was obtained) of the taxpayer's 1975 Wisconsin income tax return may be 
treated as if they had been made on the last day of the 1975 taxable year. 

3. Amortization of income rental housing and pollutia" cantral 
facilities. a. Federal: Expenditures to rehabilitate lowand moderate 
income rental housing and for pollution control faci1ities which are 
made in 1975 may be amortized over 5 years. (P.L. 93-625, enacted 
January 3, 1975.) 

b. Wisconsin: Such expenditures shal1 be depreciated over the 
usefullife of the improvements for Wi scons i n purposes. (However 9 

special write-off provisions may be available for pOllution cantral 
facilities under section 7l.05(1)(h) or (i)~ Wis. Stats.) 

4: De letion of oil and as wells. a. Federal: The percentage 
depletlon ~ owance for certa n oil and gas wells was either no 
longer avallable or has been altered. (P.L. 94-12 enacted 
March 29, 1975.) , 

b. Wisconsin: This depletion a1lowance shall be retained at 
1974 leve1s for Wisconsin purposes. 

5. Depreciatioll ~ ADR. a. Federal: Taxpayers electing to use 
the Asset D~prec~ation Range System (ADR) for depreciating business 
assets aegulred ln 1975 may exclude real estate assets fy'om that 
system. (P.L. 93-625, enacted January 3, 1975.) 

b. ~isconsin: For, ~isconsin purposes, when the ADR System is 
eleeted, lt shall be app/led to all assets acquired during 1975 with 
no ~xclusions permitted. 

(b). Amendments affectin itemized deductions, standard deduction 
and l~w:lne?me a owance. . . 'Pa ltlca contributions. a. Feaera'~ 
The l'~ltatlon ?n the amount of politieal contributions which were 
dedu:tlole was lncreased to $100 for single persons and $200 for 
marrled couples. (P.L. 93-625, enacted January 3, 1975.) 

b. Wisconsin: The limit shall be $50 for single persons and 
$100 for married couples . 

. ~:, Newsle~ter funds: a. Fede~al: Additional political contributions 
qual1fled as beln~ de~uctlble. Candldaey requirements were 
relaxed and con~rlbutlons to.eleeted officials or candidates newsletter 
funds were consldered deductlble. (P.L. 93-625, enacted January 3, 1975.) 
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b. Wisconsin: Contributions to newsletter funds and unannounced 
candidates shall not be deductible. 

3. Child care. a. Federal: For taxable years beginning after 
March 29, 1975, the income limitation app1icable to chi1d-dependent 
care was increased to $35,000. (P.L. 94-12, enacted March 29, 1975.) 

b. Wisconsin: The income limitation shall remain at $18,000. 

4. Sa1es tax. a. Federal: The interna1 revenue service published 
state sales tax tables for 1'975. These tables may be used to determine 
the amount of sales tax to be claimed as an itemized deduetion on a 1975 
federal income tax return. (These tables did not result from enactment 
of new federal law.) 

b. Wisconsin: The 1975 state sales tax tab1es published by the 
internal revenue service shall also be used to determine the sa1es tax 
to be claimed as an itemized deduction for Wisconsin purposes in 1975. 
However, the amount of the sales tax deduction sha11 be based on 
federal adjusted gross income as computed under the internal revenue code 
in effeet on December 31, 1974. 

5. Standard deduction and low-income allowance. a. Federal: 
The standard deduction and low-;ncome allowance were increased for 
federal tax purposes. 

b. Wisconsin: The standard deduction shall remain at 15% of 
Wisconsin adjusted gross income, not to exceed $2,000 for an unmarried 
individua1 or $2,000 in the aggregate for a husband and wife. The 
low-income allowance shal1 remain at $1,300 for an unmarried 
individual or $1,300 in the aggregate for a husband and wife. 

(4) REPORT fNG DIFFERENCES RESUL TING FROM AMENDMENTS ENACTED AFTER 
DECEMBER 31, 1974. Ca) Individuals. 1. In computing taxable incorne 
for federa1 purposes for 1975, an individua1 shal1 consider amendments 
to the internal revenue code enacted after December 31, 1974. The 
federa1 incorne tax return attached to the Wisconsin income tax return, 
Form 1, may refleet such amendments. However, since Wisconsin does not 
recognize amendments to the internal revenue code enacted after 
December 31, 1974, there may be differences between the amounts of 
"federa1 adjusted gross income ll and lIitemized deductions ll as shown on the 
federa1 income tax return and such amounts as determined for Wisconsin 
purposes. 

2. Wisconsin Schedu1e I shall be used to report differences resulting 
from amendments to the internal revenue code enacted after December 31, 1974. 

3. The amount of an individual's standard deduction or 1ow-
income a110wance will also be different for federal than for Wisconsin 
purposes. However, such differences shall not be reported on Schedule I. 
The amount of standard deduction or low-income allowance permitted for 
Wiscons;n sha1l be entered on l;ne 6 of the Wisconsin income tax return, 
Form 1 or Form lA. 

(b) Partnershi s, estates and trusts. The federal returns required 
to be attac e to the Wlsconsln Form 2 estates and trusts) and Form 3 
(partnerships) may refleet amendments enacted to the internal revenue 
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code after December 31, 1974. Therefore, differences may exist between 
the amounts of certain income and deduction items as shown for federal 
purposes and those reportab1e for Wisconsin purposes. The differences 
resulting from amendments enacted after December 31,1974 sha11 be 
identified on the Wisconsin Form 2 or Form 3. If the differences 
affect the amount of distributable income reportab1e by a partner or 
beneficiary for Wisconsin purposes, the partner or beneficiary shal1 
report such differences on Wisconsin Schedule I. 

NOTE: For the years 1965 through 1974, Wisconsin's income 
tax law was "federalized" as it pertained to individuals, 
partnerships, estates and trusts. Federa1 definitions of 
income and deductions as determined under the internal 
revenue code for a current taxable year were used in com
puting Wisconsin taxable income. 

Copies of Schedule I may be obtained from any department 
of revenue office or by writing to the Wisconsin Department 
of Revenue, P.O. Box 8903, Madison, Wisconsin 53708. 



COMPUTING 1976 WISCONSIN NET TAXABLE INCOME WITH REFERENCE 
TO THE rNTERNAL REVENUE CODE IN EFFECT ON DECEMBER 31. 1975 

Seetion Tax 2.991 Cornputing 1976 W;seons;n net taxab1e 
incarne with referenee to the interna1 revenue eode in effeet on 
Deeernber 31, 1975. (Seetion 71.02(2)(b), Wis. Stats.) (1) LAW 
CHANGE FOR TAXABLE YEAR 1976. Chapter 224, Laws of 1975, arnended 
seetion 71.02(2)(b), Wis. Stats., so that for purposes of 
determining \~iseonsin ineorne and deduetion arnounts for the 
taxab1e year 1976, an individua1, partnership, estate or trust 
sha11 use the interna1 revenue eode enaeted as of Deeernber 31, 
1975. 

(2) EFFECTS OF NEW LAW FOR TAXABLE YEAR 1976. (a) Arnend
rnents to the interna1 revenue eode enaeted on or before Deeernber 31 , 
1975. Arnendrnents enaeted on or before Deeernber 31, 1975 sha11 
be considered a part of the interna1 revenue eode in effeet on 
Decernber 31, 1975, and therefore recognized for Wisconsin ineorne 
tax purposes for the taxab1e year 1976, even though such arnend
rnents may not beeorne operative unti1 after Deeernber 31, 1975. 

(b) Arnendrnents to the interna1 revenue code enaeted after 
Deeernber 31, 1975. Arnendrnents enacted after Decernber 31, 1975 
shal1 not be considered a part of the interna1 revenue code in 
effeet on Decernber 31, 1975, regard1ess of whether such arnend
rnents becorne operative before or after Decernber 31,1975. Such 
arnendrnents wi11 not be recognized for Wisconsin incorne tax 
purposes for the taxab1e year 1976. 

(3) REPORTING DIFFERENCES RESULTING FROM AMENDMENTS TO THE 
INTERNAL REVENUE CODE ENACTED AFTER DECE~1BER 31, 1975. (a) 
Individua1s. 1. In eomputing taxab1e incarne for federa1 purposes 
for 1976, an individua1 must eonsider.arnendments to the interna1 
revenue eode enaeted after Deeember 31, 1975 (e.g., the provisions 
of the federa 1 IITax Reform Act of 1976 11

). The federa 1 i neome tax 
return attaehed to the Wiseonsin ineome tax return, Form 1, may 
refleet such amendments. However, sinee Wisconsin does not 
reeognize amendrnents to the interna1 revenue co de enacte~fter 
Deeember 31, 1975, there may be differenees between the amounts 
of IIfedera1 adjusted gross ineome ll and liiterni zed deduetions ll shown 
on the federa1 incarne tax return and such amounts reportable for 
Wiseonsin purposes. 

2. Wisconsin Schedu1e I sha11 be used to report differences 
resulting from amendments to the interna1 revenue code enacted 
after Deeember 31, 1975. 

3. The amount of an individual's standard deduetion or low
ineome a1lowanee will a1so be different for federa1 than for 
Wisconsin purposes. However, such differences sha11 not be 
reported on Schedu1e I. The amount of standard deduction or 10w
income a110wance permitted for Wisconsin sha11 be entered on 
1ine 6 of the Wisconsin incarne tax return, Form 1 or Form lA. 
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(b) Partnerships, Estates and Trusts. The federal returns 
required to be attached to the Wisconsin Form 2 (estates and 
trusts) and Form 3 (partnerships) may ref1ect amendments enacted 
to the interna1 revenue co de after December 31,1975. Therefore, 
differences may exist between the amounts of certain income and 
deduction items as shown for federa1 purposes and those reportable 
for Wisconsin purposes. The differences resulting from amendments 
enacted after December 31, 1975 shall be identified on the Wisconsin 
Form 2 or Form 3. If the differences affect the amount of 
distributable incame reportab1e by a partner or beneficiary for 
Wisconsin purposes, the partner or beneficiary shall report such 
differences on Wisconsin Schedule I. 

(4) INCOME AND DEDUCTION ITEMS WHICH DIFFER FOR WISCONSIN
FEDERAL PURPOSES FOR 1976. (a) A copy of the 1976 Wi scons i n 
Schedule I and its instructions is set out following this rule and 
incorporated hereino The Schedule I instructions contain a 
detailed listing of changes to the internal revenue co de enacted 
after December 31, 1975. The proper treatment of each item for 
Wisconsin purposes is also described. 

(b) The differences probably affecting the greatest number 
of taxpayers invo1ve the sick pay exc1usion (see A.l., Schedule 
I instructions) and chi1d care expenses (see B. 42, Schedule I 
instructions). Wisconsin Schedules 2440W (sick pay) and 2441W 
(child care) have been developed for use in computing the proper 
Wisconsin deductions for these items. 

NOTE: For the years 1965 through 1974, Wisconsin's 
income tax law was "federa1ized" as it pertained to 
individuals, partnerships, estates and trusts. Federal 
definitions of income and deductions as determined under 
the interna1 revenue code for a current taxab1e year 
were used in computing Wisconsin taxable income. 

For the taxab1e year 1975, the Wisconsin income tax law 
was amended (Chapter 39, Laws of 1975, amended section 
71.02(2){b)) to provide that the computation df income 
and deduction amounts for individua1s, partnerships, 
estates and trusts shall be based on the internal 
revenue code enacted as of December 31,1974, rather 
than the December 31, 1975 interna1 revenue code. 
(Rule Tax 2.99 exp1ains how 1975 Wisconsin taxab1e 
income sha11 be computed under the December 31, 1974 
Interna1 Revenue Code). 
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INSTRUCTIONS FOR COMIPLETING WISCONSIN SCHEDULE I m 1976 

INTRODUCTION-The Wisconain Statutes requlre thal the compulallon of 
laxable Income on the 1976 Wlsconsln Income tax return Is 10 be based on 
Ihe Internai Revenue Code enacted as 01 December 31, 1975. Changes 10 Ihe 
Inlernal Revenue Code enaeted altar that dale do not apply for Wlsconsln 
Income tax purposes. Thus, certaln Ineome and deductlon Items may be 
dlfferent for lederal and Wlsconsln purpoS68. Those dllferences must be 
adjuated on Ihls sehedule. 
WHO MUST I"llE-lf Ihe compulatlon of a person's federel edjualed gross 
Income or federalllemlzed deductiono relleets any 01 Ihe changes In federal 
Ineome lax law whlch are lIatad below, Ihls schedula must be compleled and 
attachad 10 Ihe Wlseonsln Ineome tax ralurn, Form 1. II 0 marrled eouple Is 
fIIlng 0 jolnl lederal relurn, onlyone Sohedule J should be prepared and II 
should be based on Iha jolnl Inooma and deduotlon amounla reportad on Ihe 
fOOeral relurn. 

PARTNERS and DENEFICIARIE8 OF ESTATE8 AND TRU8T8-The In
eome and deductlon Ilema compuled on the Wlsconsln returne 01 partner
shlps, aBtales and truBla may also be affeeted by Ihe dlllereneea between 
Wlsconsln and fedaral law lor 1976. As aresuli, Ihe dlslrlbutlve ahare 01 
these Ilems whlch are reporlable on the Indlvldual Wlsconsln Ineome tax 
returne 01 the reepootive partnars al1.d benellelarles may dllfer lor Wisconain 
and lederal Income lax purposes. SUCh partners and benellelarles should 
racelve notllleatlon Irom the partnershlp, estate or trust of the amounte 
reportable lor Wlsconaln purposes. By eomparlng the amounts reportoble 
lor Wlsconsln and federol purposes, the partner or beneflclary should 
determine Ihe Items whleh dllfer and make Ihe approprlale adjustmenls on 
ScheduleI. 

Wisconain resldents wllo are members 01 parinershlps or beneflclarles 01 
ealales or IruBla whlch are not requlred to IlIe Wlsconeln returns may not 
reeelve notlfleetlon from the partnershlp, estate or trust 01 Ihe lIems 
reportable for Wlsconsln purpoB8s. Such realdents should determine If any 
adjuslments are requlred on Schedule I. 
A list of the dlfference8 In Wlsconaln-federal law whlch alfeet only Ihe 
compulatlon 01 Ineome recelvable from 0 partnershlp may be found In 
seetlon C on page 4. Cerisln Itema In 8OOIIon A may al so alleet such Ineome. 

SPECIFIC INSTRUCliONS 
(Numbared to correepond wllh the IIne numbers on Schedule I) 

INInAUCTIONIi FOR PART I 
1. Enter your 19761edaral adju9ted grosslncome 08 shown on IIne 15e al 

your federal return, Form 1040. II you are marrlad and IlIIng 0 jolnt 
lederal return, Ihls Ilgure wlll ba your jolnt laderallncome. 

2. II the olek pay excludable Irom your Wisconain Income dlffers from the 
elck pay (dlsablllly Ineome) excluded Irom lederallncome, enter on 
IIne 20 the exeludable olek pay computed on Wlaeonaln Sehadule 
2440W. On IIne 2b, anter the elek pay (dlaablllty Ineome) excluded 
from lederallncome on IIne 15b, Form 1040. 

3 II you aold or otherwlse dlsposed 01 certaln property durlng 1976, the 
end gain or 1089 reportable from such sale may dlffer for Wlsconsln and 
4. fedenll purposas. (The provlelona oIlederai law whlch may produce 

such dlfferences are deacrlbed In sootlon A) To properly report such 
gain or loss on your Wlsconsln return, II may be necessary to remove all 
gain or loss Ineluded In your federal adjusted gross Ineome. This Is 
done by entering the epproprlate flgure on IIne 3a or 3b, or 4a or 4b. 
Then enter the reviaed gain or loss flgure on lina 3c or 4c, and attach to 
Form 1 0 reviaed fedaral Schedule D or Form 4797 or 4798 markad 
"Revlsed to 12/31 /75IRC". 

6. See the lIellng under ITEMS REQUIRING ADJUSTMENT for other 
Ilema that raqulra adjustment. Enter on IInes 6a through 6h each 01 the 
lIema for whlch an adjuatmenl Is belng made. 

IN8TRUCTIONS FOR PART II 

6. Enter your 1976 lederal Itemlzed deductlons from IIne 40 of fedeml 
ScheduleA. 

9. Persons Incurrlng eXp9nSGS for household and dependent care serv
le08 (ehIId care) whlch quallty as an lIemlzed deductlon on their 
Wisconain return must completa Wisconain Schedule 2441W. Enter on 
IIne 9 of Schedule J the allowable deducllon as shown on lina 16 of 
Wlseonsln Schedule 2441W. CAUTION-persons clalmlng the stand
ard deductlon on their Wisconain return cannot clalm a deducllan lor 
these expanses. 

10. See the 118tlng (sscllon B on page 4) under ITEMS REQUIRING 
ADJUSTMENT lor detaIIs on adjustments that may be necessary to 
other deductlons. 

Whenever lademl adjuated gross Ineome has been Inereased or 
deereaaed In Part I of Sehedule J, Itemlzed deductlons for medical 
expense, salss tax and contrlbullons may also requlre adjustments. 
The deduetibla amount of those Ilems Is determlned by uSlng federal 
adjustad gross Ineome, as computed under tha 12/31/75 Internai 
Revenue Code. 

ITEMS AEQUIRING ADJUSTMEtU 
(All of the following ehanges In federallaw were part oI Public Law 94-455, 
enaoted October 4, 1976, except lor lIems 38 and 40 whlch were part of 
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Public Law 94-253, enaeted March 31, 1976, and Public Law 94-267, 
anacted Apr1l15, 1976, respecllvely.) 
Llstad balow are brlef explanalions of differences betwesn the Internai 
Revanue Code for 1975 and 1976. The "Federai" Bxplanalion indieales how 
an Ilem Is to ba treated lor fedemllncome tax purpOSBS un der the Dooember 
31, 19761nlarnal Revenue Code. The "Wlsconsln" explanallon Indlcates how 
the Item Is 10 ba treated for Wisconain purposes under the Internai Revenue 
Code enacted as 01 Dooember 31, 1975. 
II you need addltlonallnformatlon regardlng any 01 these Ilems, contact eny 
Wlsconsln Department of Revanue oliice. 

A.ITEMS AFFECTING THE COMPUTAllaN Of fEDERAL 
ADJUSTED GROSS INCOME· 

1. IIlck Pay Exclulllon: 

(a) Federal- The slck pay excluslon Is no longer avallable to 
taxpayers who are only temporarlly absent from 
work. A taxpayer must now be permanently and 
totally dlsabled to exelude any porllon of Ineome 
as slck pay. Also, any excluslon avallable must be 
reduced on a dollar-for-dollar basls by the 
am ou nt of tha taxpayar's adlusted gross Income 
(as computed balore the slck pay excluslon) in 
exeess of $15,000. Waitlng pariods are no longer 
Imposed for purposas of determlnlng the amounl 
of a slck payexcluslan. 

(b) Wlseonsln- Taxpayers who are tamporarily absent from work 
due to slckness or Injury continue to be ellglble for 
a slek pay exeluslon and no reducllon In the 
amount excludable Is required when ineome ex
ceeds $15,000. Walli ng periods continue to apply 
with respect to the amount of excluslon avallable 
durlng the Ilrst 30 calendar days of absence. 
(Wlsconsln Schedule 2440W should be com
pleted to deiermine the proper amount of slck pay 
excludable for Wlseonsln purposes.) 

2. Fedar.1 Employa DIBablllly Penslon@: 

(a) Federal- Members of the armed lorces, the National 
Oceanlc and Atmospherle Administration, the 
Public Heallh Service or the Forelgn Service, who 
flrst enter the service of such organization alter 
September 24, 1975, may be IImlted as to the 
amount of dlsablllty Income (recelved for non
combat Injurles) whleh Ihey may exclude from 
their taxable Ineome. 

(b) Wlsconsln- All dlsablllty paymanta roeelvad by sueh Indlvld
uals are excludable from Ineome. 

3. Renlal 01 Vacallon Homse: 

(0) Federal- A IImltatlon (14 days or 10% 01 the days rented, 
whlchever Is greaterI Is placed on Ihe amount of 
personal use whleh may be made of rental vaca
tlon proparty without reducing rental expenses 
altrlbutable to sueh property. Deducllble ex
penses are IImlled to the amount of rent derlved 
Irom the property whenever personal use ex
ceeds the IImltatlon. However, a mlnlmum rental 
use provision Is also ereated to provide that when 
o vacatlon home Is rented out for fewer than 15 
days In any taxabla year, the rental Income 
derlved may be excluded from gross Income and 
no rental expenses may be deducted. 

(b) Wlsconsln- Income derlved Irom the rental of a vaeallon 
home must be reporled regardless of the extent 
of rental aclivlty. Losses Incurred are subject to 
the provisions 01 Sactlon 183 of the Inlernal 
Revanue Code, relatlng to actlvllies not engaged 
In lor profl\. 

4. Business Use of Personal Raeldence: 

(0) Federal- The deduetlon of business expenses (e.g., office
In-home) attrlbutable 10 a taxpayer's personal 
residenee Is generally restrlcted to cases where a 
portlon of the home Is used for business purposes 
on an excluslve and regular basis. Comblned 
(business and personal) usa or occaslonal use 01 
o portlon of the home wlll not meet the excluslve 
use tes\. In the case 01 employes, any business 
use of the home must 0150 be for the convenlence 
of their employer. 

"Nole: lIems <4, 11, 30, 32, 33 !ind 36 may also aNSilllhe compuaaUon 01 
federalllemlzed deducllons In carteln cases. 



An overall IImltatlon (measured by the Ineome 
produced by the business aetlvlty) Is placed on 
the am ou nt of business expenses whleh may be 
deducted. 

(b) Wlsconsln- Expenses may be deducted for the partlal use of 
residentlai property for business purposes, even 
though not ellrlbuteble to e portlon of the home 
used on an exeluelve besls. Deduetlble amounts 
ere not IImlted by the Ineome generated by the 
business activily In the home. 

5. Canclllllallen e' Sludent LCIlIIna: 
(e) Federal- The lorglveness 01 all or a portian olatudant loana 

lunded by lederal, state or local government 
programa wlli not produee texabla Ineome when 
such 10rglvenasB Is oontlngent upon the roolplent 
working lor 0 speclllod perlod 01 time In a eertaln 
area or lor a eertaln 0las8 01 employer. 

(b) Wlsconsln- Any porI/on 01 aetudent loan whlch Is lorglven 
must be Ineluded In the reelplant's Ineome lor the 
year In whleh It Is forglven. 

e. PeiUleilii Plllrly Dlllbt.: 
(a) Federal- Certaln taxpayers uslng the acerual-basls method 

01 aeeounl/ng may now elalm a business bad debt 
deduetlon for worthlBSS debts owed by a politleal 
party or commlllee, It cartaln requlrements are 
maI. 

(b) Wlsconsln- No deduction Is allowable lor a worthless debt 
owad by apolltlcal party or eommittee. 

7. Crop DJea.ler Paymanle: 

(a) Federal- Dlsaster payments reeelved by eash-basls lar
mare under the authorily of the Agrleullural Aet of 
1949 for erop damaga or destruetlon will be 
treatad In the same mannar as erop Insuranca 
pracaeda. That Is, an elactlon may ba made to 
delay Includlng such paymenlsln Income unlll the 
year alter recelpt, provlded that Incoma from the 
erops Involved would normally be reported In that 
yeor. 

(b) Wlsconsln- A oash-basls termer wlli be requlred to reporl 
such dlsBSter paymonto as Inoome In the year 
recelved. 

8. Pr.servallon 0' Hlelerlo Slruolur •• : 
(a) Fedaral- Severai tax Incentlves are provlded to eneourage 

the presarvatian and rehabilitaIIan of hl810rle 
strueturea lIated In the National Reglstar or eertl
Ilad by the Department of the Interlor. Essentlally, 
thay eonslsl of rapid wrlte-oH provisions for 
rehabllllaUon expendltures, and restrlctlons on 
deduetlons for demolltlon eoats and depreelatlon 
oI newly constructed bulldlngs. 

(b) Wlsconsln- Expendllures relatlng to historieal struetures wlll 
contlnue to be Irealed In the sama manner as 
those for other types oI proparly. 

Iil. QUIlilled StGCk OpUonu: 

(a) Fedaral- Quallnad stock optlon rules lor employe plans 
have been repealed as of May 20, 1976. This 
means most stock optlons granted alter thal date 
wlll produce Ineome whleh must be reported by 
the reclplent either In the current year or at the 
tlma Ihe optlon Is exerclsad. (However, optlons 
granted under plans adopted prlor to May 20, 
1976, wlll conllnue to reeelva speelal treatmenl It 
thay are exerclsed before May 20, 1981.) 

(b) Wlsconsln- Stock optlons granted under "quallned" plans 
witt conllnue 10 racelve speelal tax Ireatmanl. The 
reelplent wlli not be requlred to report any Income 
at the time the optlon Is granted or whan II Is 
exerclsed. Rather, the reeognlllon of Ineome Is 
posIpaned untll the optlon or any stGCk aequlred 
under II Is sold. 

10. LlveatGCk Said B&cauee 01 Droughl: 

(a) Federal- Farmers who use Ihe cash-basls method of ac
countlng may DIeet to delay Includlng the pro
oeeds from drought esused sai es of certaln IIve
stock In Income unlll the following taxable yesr. 
This electlon Is avallable only 10 farmers loeated 
In drought areas deslgnated as ellglble for federal 
asslstance. 

(b) Wlsconsln- A eesh-basls larmer must report the proceeds 
from all Ilvestock sales as Income In Ihe year 
reeelved. 
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11. CemalfucUon Purled InlerslIl end TBlIH: 

(a) Federal- A IImitaIIan Is plaeed on the amoUni of construc
lion perlod Interest and taxes whlch may be 
deducted In Ihe year pald or acerued wllh respeet 
to nonresldenllal real property, the construetlon 
of whleh began In 1976. A mlnlmum oI 50% of 
such expenses must be eapltallzed for amortiza
tlon atter the proporty Is avallable for use or sale. 

(b) Wlseonsln- Construclion perlod Interesl and laxes on nonre
sldentlal property mayellher be dedueled eur
rently or eapltallzed, at the eleelion 01 the 
taxpayer. 

12. Oaln From Condemnellon 01 Roal Properl)': 
(0) Fedaral- Addltlonal tlmo I~ nllowed to nequlre replllGornoll1 

properly for purpo6os of dalerrlng the reGUgnltlon 
01 a goln Irom properly whlch hos been dlsposed 
01 due to condomnallon pror.oedlngs. The 
replaeemenl perlod Is now Ihres yeors. 

(b) Wlseonsln- The replecement perlod remelns el two years. II 
quallfylng replaeement properly is not aequlred 
wllhln that Ilme, any gain rasultlng from the 
condemnallon sale must be Ineluded In Wlsconsln 
taxable Ineome. 

13. Reeaplure 01 Depreelallon on Carte In Real Properi)': 
(a) Federal- All post-1975 aecslerated depreeletion (with the 

exceptian of thal eiaimed on esrtaln government 
subsldlzed houslng) will be Ireated as ordlnary 
Ineome, ralhar than capital gain Ineome at the 
time the properly Is sold. 

(b) Wlseonsln- The portian of aeeelerated depreclatlon whleh wlli 
be trealed as ordlnary income will continue to be 
determlned under the Inlernal Revenue Code In 
elleet on Deeember 31, 1975. 

14. GaIn on Sales BeIINeen Related ParUos: 
(a) Federal- The provisions reslrlcting capital gain treatment 

when a sale or exchange Is belween related 
Indlvlduals or between an Indlvldual and a con
trollad eorporallon have been broadenad lor 
transacllons taklng place alter October 4, 1976. 

(b) Wlsconsln- The deflnltlons of "related partles" wlli eontlnue 
to be determlnad under the Internai Revenue 
Code In elleet on December 31, 1975. 

16. Ouldoor Advarll81ng 018pI8)'0: 
(a) Federal- Certeln outdoor advertlslng dlsplays Involunlarlly 

eonverled tllrough eondemnallon may be 
regarded aa real property rather than tangible 
personal propertyo This witt all ow taxpayers to 
aequlre replacement real properly and defer the 
reeognlllon of a gain from Ihe eonveralon. 

(b) Wlseonsln- Such property witt continue to be regarded as 
personal property and any gain reallzed from the 
Involuntary converslon musi be Ineluded In Wls
eonsln taxabla Income. 

16. Mulual Fund. Tax Exompt InlerElst: 
(a) Federal- A dlstrlbullon of state or loeal munlelpal bond 

Interest reeelved from certaln mutual lunds will 
retain 115 charaeler as tax exempl Ineome. Thus 
the reelplent may exelude such amount from 
taxable Ineome. 

(b) Wlseonsln- Such Interesl wltl noi retain Ils charaeter as tax 
exempt Ineome when distributed by a mutijal 
fund, and musi be Included In Ineome. 

17. Exchange Fund Partnerehlpe: 
(a) Federal- Gain will be recognlzed when appreclated prop

erly Is transferred, atter February 17, 1976, to a 
partnershlp eonstltutlng an Investment company 
and resulls In a dlverslflcallon of Investments. 

(b) Wiseonsln- No gain wlll be recognlzed at the time of such 
transfer. 

18. Armod Foroou Health Pfofesolone Seholarehlps: 
(a) Federal- Amounts reoalvad under Ihe above seholarshlp 

program In 1976 may be excluded from taxable 
Income. 

(b) Wlsconsln- Such amounts must ba ineluded In ineome. 
11il. Income Earned In Forelgn Country: 

(a) Federal- The Ineome excluslon permilled to certaln U.S. 
cltlzens sarnlng Ineome In a lorelgn eountry has 
been redueed to $15,000 annually. 

(b) Wlsconsln- This exeluslon wlli be delermlned under the In
temal Revenue Code In elleet on Oecember 31, 
1975. 



20. 

21. 

22, 

23. 

24. 

25. 

26. 

27. 

28. 

Pollullon Control Faelllllos: 

(a) Federel- The east 01 eertaln pollutlon eontrol laellltles may 
be amortlzed over a 5-year period. 

(b) Wlseonsln- Such expendltures must be depreelated over the 
uselul life 01 the lacllity. (However, it should be 
noted that spaelal wrlte-oll provlslona may ba 
avallable lor such laellltles undar S. 71.05 (1) (h) 
or (I) 01 the Wlseonsln Statutes.) 

Owner-Employe Retiremont Plan Contrlbullon8: 

(e) Federal- Contrlbutlons by an owner-employe to a Keogh 
type retirament plen whleh Is a level-premlum 
annulty eontraet may ba made without ragard to 
the 26 % 01 earned Inoome IImltetlon. 

(b) Wlaconaln- Such retirement plan contrlbutlons wlll eontlnuo 
to be 8ubjeet to the 25% 01 earnad Incoma 
IImltatlon. 

Mlnlmurn $750 Contrlbullon 10 Rellromenl Plans of Sell-Employed 
Indlvldual.: 

(e) Federal-

(b) Wlseonsln-

Self-employed Indlvlduals having an adjusted 
gross Ineome olless than $15,000 may make 
eontrlbutlons 01 up to $750 to a Keogh type 
retirement plan without regard to the 25% 01 
earned Ineome IImitatian. 

Such reUrement plan eontrlbutlons wlll eontlnue 
to be subjeet to the 25% 01 earned Ineome 
IImltatlon. 

Indlvldual Retlremant Aeeountll: 

(a) Federal- Members of the Armed Forees Reserves, the 
National Guard and volunteer flre-flghters may 
quallfy for an Indlvldual Retirement Aeeount 
deduetlon regardless of the laet that they partlel
pate In a mllltary or government retirement plan. 

(b) Wlseonsln- Such Indlvlduals wlll not be allowed to deduet 
contrlbuUons made ti> an Indlvldual ReUrement 
Aeeount. 

Tax Shaltared Annulllam: 

(a) Federel- Amounts eontrlbuted by eertaln tax exempt em
ployers to provide annultles lor employes may 
now be Invested In regulatad Investment eompa
nles whleh 188ue either redeemable or non
redoomoble shares (I.e., open-end or elosed-end 
mutual lunda) without the employe having to 
reeognlze Ineome currently. 

(b) Wlsconsln- Such eontrlbutlons must be Invested In regulated 
Investment eompanles whleh Issue redeemable 
shares In order to be exeludable Irom an em
ploye's Ineome. 

Spelle FranehlllBB: 

(a) Federal-

(b) Wlseonsln-

New methods are preserlbed for alloeaUng a 
portian of the purehase price 01 a sports Iranehise 
to depreelable player eontraets. Also, the 
depreelatlon reeapture provisions relatlng to 
sales 01 player eontraets have bean allered. 

Alloeatlon 01 purehase price and depreciatlon 
reeapture amounts wlll eontlnue 10 be determined 
under the Internai Revenue Code In elleet on 
Decamber 31,1975. 

Produetian CaBle of Flirno, Bool19, Reeordo, Etc.: 

(a) Federal- Amounts attrlbutable to the produetlon of a film, 
book, ra cord or slmllar property must be capltal
Ized and deducted avar the parlad that such 
property wlll produee substantially all of Its In-
come. 

(b) Wlseonall1- All or a portlon 01 such expenses may be 
dedueted In the year pald or aeerued. 

Low-Ineoma Houelng Rehabllllailon Expandllurea: 

(a) Federal- Certaln expendllures Ineurred to rehabllltate low
Ineome rental houslng may be amorllzed over a 5-
year perlod. 

(b) Wlsconsln- Such expendllures must be depreelated over the 
uselulllfe of the improvements made. 

Recapture of Inlanglble Drllllng Cosla: 

(a) Federal- Prevlously dedueted intanglble drllllng expenses 
wlll be treated as ordlnary Ineome upon sale 01 oll 
and gas properties, to the exlent such deduellons 
exeeed amounts whleh would be allowed It the 
expenses were eapltallzed and amortized over the 
uselulllte 01 the weil. 

(b) Wlseonsln- Amounts prevlously dedueted lor such expendl
tures are not sUbJeet to the reeapture provisions. 
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Optlon Closlng Tranaaellons: 
(a) Federal- The writer 01 eertaln securities options will reallze 

short-term capital gain or loss from closing tran
saetions Involving optlons granted alter Septem
ber 1, 1976. 

(b) Wlseonsln- Gain or loss on such transactions will eontinue to 
be treated as ordlnary rather than capllal gain 

·Ineome. 

Nonre.ldenl Allans: 

(a) Federal-

(b) Wlsconsln-

A nonresldent alion marrlad to a U.S. eltlzon Illay 
elect to be taxed llS a citizen. As e resull, such 
Indlvldunl wlll be subject to tox on his or hm ontlru 
worldwide Ineome, but also wlll bo ollowod 10 
clalm Ihe standard doduetlon, low-Incomo ullow 
anee or Itomlzed deductlons evellHble to U.S. 
dtlzans. 

Such Indivldual wlll eontinus 10 bs Ireeled as 11 

nonresldent allen. Generally, only Income from 
U.S. sourees will be Ineludable in income and only 
amounts attrlbutable to U.S. business aetivities, 
eharities or properties are allowable as dedue
tions. 

Farmers' ExeeuB Deduellon Aceount: 

(a) Federal- No lurther addllions to excess deductlon ae
eounts have to be made for losses sustalned alter 
the tax year 1975. 

(b) Wiseonsln-

Prepald Interest: 

(a) Federal-

(b) Wlsconsln-

Farm losses dedueted against non-Iarm ineome 
must eontinue to be aeeumulated in exeess 
deduetlon aeeounts. Thus, gains lrom the sale of 
larm property wlll eontinue 10 be subjeel 10 farm 
loss reeapture provisions. 

Taxpayers using the eash-basis method of report
Ing mayonly deduet prepald Interest expense in 
the tax year in whleh the interest represenls a 
eharge lor the use of the lunds borrowed. In other 
words, the Interest expense must be prorated 
over the term 01 the 10Bn and deducted aceord
Ingly. 

Cosh-basls toxpayars mny doduct propald Inlor
est exponses In the your puid, II such odvnnco 
paymolll Is for 0 perlod noi Axlundlng muro Ihun 
12 monHIs beyond the und of the current toxuble 
year and the deductlon wlll not materially dlslort 
Income. 

Invaalment Interest: 

(a) Federal-

(b) Wlseonsln-

The amount of Interest on Investment indebted
ness whleh Is deduetlble in any one taxable year is 
limlled to $10,000, pius the taxpayer's net Invest
ment ineome. Investment interest which Is not 
deduetible lor any taxable year ean be earried 
over without IImitation to future years. 

The iimitatian regarding deduetible Investment 
interest applicable for taxable year 1975 will be 
retained lor Wiseonsin purposes. Generally, the 
IImltallon Is $25,000, pius net investment ineome 
and long-term capital gain Ineome, pius one-half 
01 any interest exeeeding these amounts. Invest
ment Interest which is not deductible in the 
eunent year ean be earried over to future years, 
but may be subject to lurlher Ilmitatian in the 
carry-over year as provided by Ihe Internai Reve
nue Code in elleet on December 31, 1975. 

L08ses Llmlted la AmounlB U At Risk": 

(a) Federal- Operatlng losses allrlbutable to eertain types of 
business aetivities may be dedueted only to the 
extent of investment whleh is "at risk". The 
specifie aetivllies are: (1) Holding, produeing or 
dlstrlbutlng motion pieture films or video tapes; 
(2) Farmlng (but noi farming operations involv
Ing trees other than Iruit or nut trees); (3) 
Equlpment leasing; or (4) Exploring lor or ex
plolllng of oll and gas resources. 

(b) Wlseonsin- The amount of operating loss which may be 
eledueted with respee! 10 the above aetivities will 
not be sUbjeet to the "at risk" Iimitallon. 

Ineome From Controlled Forelgn Corporallons: 

(a) Federal- Certaln Investments made by controlled forelgn 
eorporations will no longer result in U.S. 
shareholders having to Inelude amounts 01 undis
tributed eorporate earnlngs and profit in their 
ineome. The speeltle investments involved are 
those in (1) stOCk or debts of an unrelated 



domeslie eorporatlon and (2) movable oil and 
gas drllllng rlgs lor use on the U.S. eonlinental 
shell. 

(b) Wlseonsln- Shareholders 01 eontrolled lorelgn eorporallons 
whleh Invest In the above types 01 U.S. property 
may be requlred to report undlstrlbuted earnlngs 
and prollts 01 such eorporatlons asineome. 

38. Bad Oebl OlduetlonD: 

(a) Federal- Losses arl91ng Irom the guaranty 01 a loan (other 
than a loan to a corporatlon) may not be 
dedueled uniess the guarantee agreement was 
entered Into lor profii or as part 01 the guarantor's 
trade or business. Losses allrlbutable to trade or 
business setlvltles are doduetible aB ordlnary 
los8es. Those allrlbutable to tronsaellons entered 
Into lor profii musi bs dedueted as shorHorm 
capltall08ses. 

(b) Wlseonsln- Losses Ineurred as tha rasult 01 guarantaalng 
loans of other Indlvlduals wlll contlnue to be 
deduetlble, even though the guarantee may not 
have bean related to the guarantor'a trade or 
business or entered Into lor the purpoae 01 
reallzlng a profii. Those losses whleh are related 
to the guarantor's trade or business are 
deduelible as ordlnary losses. Others must be 
deducted as short-term capital losses. However, 
an exceptlon exlsts where although the guarantee 
Is not related to the guarantor's business, the loan 
proceeds were used lor business reasons by the 
aetual borrower. In this Instanee the loss may be 
dedueted as an ordlnary loss. 

31. Internallonal Doyeollsand Brlooll 01 Forolgn OHlelalll: 

(a) Federal- U.S. shareholders al a controlled lorelgn eorpora
tlon must report as Ineome a pro-rala share 01 the 
eorporatlon's nondlstrlbuted Ineome allrlbutable 
to bOYOOli actlvltles and any lIIegal payments that 
have been made to lorelgn 01l1ela18. 

(b) Wlseonsln- No Ineome wlll resull Irom either 01 the above 
aetlvltles. 

38. ConR.U Securlllelllleheng!!lII: 

(a) Federal- Tax-Iree treatmenl hss been extended to the 
exchange oI atoeks snd securities held In eleven 
Insolvent esstern U.S. rallroads lor others upon 
the lormstlon 01 ConRali (Consolldsted Aall Cor
poratlon) . 

(b) Wlseonsln- This automatlc tax-Iree Ireatment lor such ex
changes wlll not spply. The proper trestment lor 
these exehanges must be determlned on the 
baals of the provisions 01 the Internsl Aevenue 
Code In elleet on Deeember 31,1975. 

39. Depletlan-Olland Gall Welle: 

(a) Federal- Tha exempllon permiiting small produeers to 
clalm percenlage depletlon on cerlaln oll and gas 
propertles hes been modified. 

(b) Wlseonsln- The quallfleatlons to be met lor purposes 01 
clslmlng pereenlage depletlon wlll eontlnue to be 
determlned under the Internai Aevenue Co de In 
effec! on December 31, 1975. 

40. Tax-Fr" RaUovere of Rellrement Plan ProceedII: 

(a) Federal- Tax-Irea rollover provisions have bean made 
avallable to employes who receive distrlbullons 
Irom retiremen! plans whleh have bean dlseontln
ued by their employers. When such amounts are 
properly reinvested Into s naw retirament plan, 
the reeognltlon 01 any gain Is postponed. 

(b) Wlseonsln- Such dlstrlbutlons must ba Included In Wlseonsln 
Incoma for the year In whlch recelved. 

41. Forel"n Trustineome: 

(a) Federal- Ineome produced by assets transferred to a 
lorelgn trust may be taxed dlreclly to the person 
(grantor) making such transfer. 

(b) Wlseonsln- Such Income wlll not be taxable to the grantor. 
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B. ITEMS AFFECTING THE COMPUTATlON OF FEDERAL 
ITEMIZED DEDUCTIONS 

42. Chlld Care Expensss: 

(a) Federal- Chlld care expenses are no longer allowable as an 
Itemized deduetion. Aather, a portion of such 
expenses is allowed as a eredlt which Is applied 
directly to the taxpayer's ledeml Ineome tax 
lIablllty. In addlllon, certaln allglblllty raqulre
ments have bean changed and the adJusled gross 
Ineome IImltatlon has bean romovad. 

(b) Wlseonaln- An Itemlzad deduetlon wlll eonllnue to be allowlld 
lor employment related ehlld cara expenses. 
Howevar, 1975 allglblllty requlroments wlll apply 
and the amount of uny doductlon wlll be reduced 
whan odJusted gross Incoma o)(ceada $36,000. 
(Wlsconsln Sehedule 2441W ehould ba com
pleted to determlna the amount of ehlld caro 
expenses allowable 8S an Itemlzed deducllon.) 

43. ConlrlbuUone 01 U.S. Governman! Publicolions: 

(a) Federal- A deduetlon lor a contrlbullon 01 U.S. Govern
mant publicallons 10 charlly alter October 4, 1976 
wlll be allowed only lor the amount paid lor such 
publicallons. 

(b) Wlsconsln- Deduetlons for conlributions of such lIems may 
eonllnue to be based on their lair market value. 

44. Forelgn Tax Psld: 

(a) Federal- An itemlzed daduelion lor foreign taxes may not 
Include any amount of tax whieh Is alloeable to 
Ineome excludebla from federal adJusted gross 
ineome. 

(b) Wlsconsln- The lull amount of loreign laxas paid wlll be 
allowable as an Itemlzad deduellon. 

45. ContrlbuUona of ParllalInterealeIn Roal Propsrly: 

C. 

46. 

(a) Faderal- A deduellon Is allowed lor a contrlbullon, exelu
slvely lor eonservatlon purposes, 01 a parilal 
Intarest In an hlstorlc land area or strueture. 

(b) Wlseonsln- Such eontrlbullons wlll not be deduellble. 

ITEMS AFFECTING THE COMPUTATION OF PARTNERSHIP 
INeOME 

Farmlng SyndlcatGB: 

(a) Federal- Generally, larmlng syndlcates (partnerships) 
whlch were either established durlng 1976 or had 
a membarshlp change during 1976 are required 
to deduet axpenses for feed. seed, lertilizer and 
other lerm supplles when such items are used or 
consumed (not when paid lor) ; and to eapltallze 
the eosts 01 poultry and preproduellve orchard, 
vlneyard or ellrus grove expenses. 

(b) Wlsconsln- SUbjeet to certaln IImltatlons, such expenses may 
be dedueted In the year pald or accrued lor 
Wlsconsln purposes. 

47. Addltlonal Flret·Year Oepreclatlon: 

(e) Federal- The total amouni 01 flrst-yaar depreclation that a 
partnershlp may pass through to all pertners Is 
limited to $2,000. 

(b) Wlsconsln- Partnershlps may pass Ihrough up to $4,000 01 
additlonal flrst-year depreclallon to eaeh parlner. 

48. Retroacllve Allocallona: 

(a) Federal- Income or losses are alloeable to partnars only lor 
the porllon 01 e yaar In whlch e pertner is a 
member 01 tha partnershlp. 

(b) Wlseonsln- Aetroacliva alloeatlons 01 Income or loss eontinue 
to be subJeet to the provisions 01 the Internai 
Aevenue Code In elleet on December 31, 1975. 

49. Speclal Allocallone: 

(s) Federal- Spaclal alloealions of Ineome, loss, deducllon or 
credit !tems among partners are restricted. 

(b) Wlsconsin - Speclal elloeallons may ba allowad II their pur
pose Is not to avoid or evade Ineome tax. 
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DEPARTMENT 
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ADJUSTMENTS TO CONVERT 1976 FEDERAL 
ADJUSTED GROSS INCOME AND ITEMIZED 
DEDUCTIONS TO THE AMOUNTS ALLOWABLE 
UNDER THE INTERNAL REVENUE CODE ENACTED 
AS OF DECEMBER 31,1975. 

Attach to Wisconsin Form 1 

Name, address and social security number as shown on your return 

PART I m fEDERAl ADJUSTED GROSS INCOME 
(Read instructions before completing Schedule I) 

1 
1. Enter your 1976 federal adjusted gross income from line 15c, Form 1040 .................................................. ______ _ 

2. Adjustment for sick pay 
a. Excludable sick pay from Wisconsin Schedule 2440W .......................................................................... ('---_____ ___ 

b. Sick pay excluded from federal income on line 15b, Form 1040 ............................................................................................... ...... 
c. Subtotal (combine lines 1, 2a and 2b) ................................................................................................... ______ _ 

3. Supplemental schedule of gains or losses (federal Form 4797) 
a. Enter any loss claimed on line 9(b)(2l, Form 4797 ......................................... _______ _ 

b. Enter any gain reported on line 9(b)(2), Form 4797 ....................................... ~ ______ ...:....... 

c. Enter revised gain or loss from line 9(b)(2l, Form 4797 

(attach revised Form 4797) .......................................................................... --------
d. Subtotal (combine lines 3a, 3b, and 3c-indicate a loss by parenthesis) .................................................. ______ _ 

4. Capital gains and losses (federal Schedule D and Form 4798) 
a. Enter any loss claimed on line 30a, federal Form 1040 ................................... ______ ----,_ 
b. Enter any gain reported on line 30a, federal Form 1040 ................................. -'--________ '--

c. Enter revised capital gain or loss from line 30a, Form 1040 (attach revised 
Schedule D, Form 4798 and any accompanying schedules) ............................. _______ _ 

d. Subtotal (combine lines 4a, 4b and 4c-indicate a loss by parenthesis) ................................................... ___ ...... __ _ 

5. Subtotal (combine lines 2c, 3d and 4d) ........................................................................................................ ______ _ 

6. Other adjustments: 

Daseription 

a. 
b. 
c. 
d. 
e. 
f. 
g. 

h. 

Amount 

Amount per 1976 determined under 

tederai return 12/31/75 I RC Differenee 

i. Total Difference (combine the "Differenee" column for lines 6a through 6h) .................................... --...... _ ..... _-

7. Federal adjusted gross income as computed under the 12/31/75 Internai Revenue Code (combine lines 5 

and 6i). Enter here and on line 1 of Wisconsin Form 1. (If the above figures are from a joint federal return 

and both spouses have income, first enter this total on line 39, column A, Part I on page 2 of Form 1. 

Complete columns A, B and C of Part I. Carry forward the amounts from line 39, columns B and C to line 

1 of Form 1.) ............................................................................................................................................... ======= 

(Complete reverse side of form) 

1-028 



-8-
Schedule I (1976) 

PART II - ITEMIZED DEDUCTlONS 

• This part must be completed whenever adjustments have been made in Part I and deductions are itemized . 

• Even though Part I is not used, it will be necessary to complete this part if an adjustment is required for such 
items as investment interest limitation, child care (household and dependent care) expenses, and office in the 

home expenses. 

Page 2 

8. Enter your 1976 federal itemized deductions from line 40, federal Schedule A ........................................... ______ _ 

9. Child care (household and dependent care) expenses-enter allowable deduction from line 16, Wisconsin 
Schedule 2441 W .......................................................................................................................................... ______ _ 

10. Other adjustments: 

Description 

a. Medical expense 
b. Contributions 
C. Sales tax 
d. Interest expense 
e. Other (specify) _______ _ 

f. 
g. 
h. 
i. 

Amount 
Amount per 1976 determined under 

tederai return 12/31/75 I RC Difference 

j. Total Difference (combine the "Difference" column for lines 10a through 10i) .................................... ______ _ 

11. Itemized deductions as computed under the 12/31/75 Internai Revenue Code (combine lines 8, 9 and 

10j). Enter here and on line 6 of Wisconsin Form 1 ..................................................................................... ======= 



INCOME TAXATION OF RETIREMENT PLAN DISTRIBUTIONS 

Section Tax 3.085 of the Wis. Adm. Code ;s adopted to read: 

Tax 3.085 Retirement plan distributions. (Section 71.07(1), Wis. 
Stats.} (1) NONRESIDENTS. Employe annuity, pension, profit-sharing or 
stock bonus plan distributions (including self-employed retirement plan 
distributions) received by a person while a nonresident of Wisconsin 
shall be exempt from the Wisconsin income tax, regard1ess of whether any 
of these distributions may be attributable to personal services performed 
in Wisconsin. 

(2) RESIDENTS. Employe annuity, pension, profit-sharing or stock 
bonus plan distributions (including self-employed retirement plan distri
butions) received by a person while aresident of Wisconsin shall be 
subject to the Wisconsin income tax, regardless of whether any of these 
distributions may be attributable to personal services performed outside 
of Wisconsin. 



INHERITANCE TAX DEDUCTION FOR UNPAID STATE INCOME TAXES 

Section Tax 10.12 of the Wis. Adrn. Code ;s adopted to read: 

Tax 10.12 Deductibi1ity of incorne taxes. (Section 72.14(1)(a), 
Wis. Stats.) (1) TAXES OF DECEDENT. Any Wisconsin incollle taxes, 
together with interest and pena1ties thereon, attributab1e to 
taxable incorne of any period prior to decedent's date of death and 
due from a decedent but unpaid on decedent's date of death sha11 be 
deductible from the decedent's estate for inheritance tax purposes 
as a debt. 

(2) TAXES OF FIDUCIARY. Any Wisconsin incorne taxes, together 
with interest and pena1ties thereon, attributable to the taxab1e 
incarne of the decedent's estate and due but unpaid shall not be 
deductible from the decedent's estate for inheritance tax purposes 
as a debt. 



INHERITANCE TAX DEDUCTION FOR UNPAID STATE INCOME TAXES 

Section Tax 10.12 of the Wis. Adm. Code is adopted to read: 

Tax 10.12 Deductibility of income taxes. (Section 72.14(1)(u), 
Wis. Stats.) (1) TAXES OF DECEDENT. Any Wisconsin income taxes, 
together with interest and penalties thereon, attributab1e to 
taxable income of any period prior to decedent's date of death and 
due from a decedent but unpaid on decedent's date of death shall be 
deductible from the decedent's estate for inheritance tax purposes 
as a debt. 

(2) TAXES OF FIDUCIARY. Any Wisconsin income taxes, together 
with interest and penalties thereon, attributable to the taxable 
income of the decedent's estate and due but unpaid shall not be 
deductible from the decedent's estate for inheritance tax purposes 
as a debt. 



FARMING. AGRICULTURE, HORTICULTURE AND FLORICULTURE 

Section Tax 11.12 of the Wis. Adm. Code is adopted to read: 

Tax 11.12 Farmin. a ricu1ture, hortieu1ture and floricu1ture. 
(Seetfons 77.52 2 a 10 and 77.54 3, 3m and 27, Wis. Stats. 
(1) STATUTES. Seetions 77.54(3) and (3m), Wis. Stats., 
provide exemptions for eertain sales to persons who are engaged 
in farming, agriculture, hortieulture and florieulture as a business 
enterprise. Persons who contract with farmers to do agreed upon jobs 
are not engaged in farming as a business enterprise. 

(2) DEFINITIONS. (a) IIFarming ll means the business of producing 
food produets or other useful crops by t1111ng and cultivating the 
soil or by raising cattle, sheep, poultry, domesticated rabbits or 
other animals whieh produce a food product or whieh are themselves a 
food product. In addition, consistent with chapters 29 and 94, 
Wis. Stats., IIfarming ll ineludes raising pheasants. foxes, fitch, 
nutria, marten, fisher, mink, ehinchilla, rabbit. earaeul and bees; 
produeing honey produets by a beekeeper of 50 or more hives; 
eommercial raising of fish for food; commereial breeding and raising 
of horses for sale; and raising sod. IIFarming ll does not include home 
gardening and other similar noncommereial activities; breeding or 
raising dogs, eats, other pets or animals intended for use in 
laboratories; operating sporting or recreational facilities (e.g., riding 
stab1es or shooting preserves); operating stockyards, slaughterhouses or 
feed lots where livestock is held for a short period of time; lumbering and 
logging, and pulpwood and sawmill operations; mi11ing and grinding grain; 
and preparing sausaqe. eanned goods, jellies, juiees or syrup. 

(b) "Horticulture ll means the business of produeing vegetab1es, 
vegetable p1ants, fruits and nursery stock, ineluding the operation 
of eommercial nurseries and orchards. IINurseries" do not inelude 
businesses whieh hold stock for purposes other than propagation or 
growth. Horticulture does not inelude the business of servicing 
plants owned by others; the raising of trees as timher; or lumber 
or sawmill operations. 

(e) "Florieulture" means the business of produeing flowers, 
Christmas trees or other deeorative trees, plants or shrubs, 
ineluding such operations as greenhouses. 

(d) "Dairy farming" means the business of feeding and raising 
cattle and other milk produeing anima1s, but does not inelude 
operations such as pasteurizing, homogenizing or making butter, 
cheese or ice cream. 

(3) OBTAINING EXEMPTION CERTIFICATES. A retailer shall have a 
signed exemption eertifieate for every exempt sale made to a farmere 
The standard "Farmer's Exemption Certifieate" (Form S-206) provides 
for eontinuous use under certain eonditions. The eertifieate shall 
be used only for eategories of items listed on it. Every invoiee 
to which the eertifteate refers must contain the seller's name, the 
farmer's name and address, the date of sale and a brief description 
of the product sold. 

(4) STATUTORY EXEMPTIONS. (a) Seetion 77.54(3). Section 
77.54(3), Wis. Stats., exempts: IIThe gross reeeipts from the sales 
of and the storaqe~ use o~ other eonsumption of traetors and maehines, 
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including accessories, attachments, fuel and parts therefor, used 
directly in farming, including dairy farming, agriculture, 
horticulture or floriculture, but excluding automobiles, trucks, 
and other motor vehicles for highway use, when engaged in by the 
purchaser or user as a business enterprise, out the purchaser of property 
exempt under this subsection shall be liaole for use tax under 
s. 77.57 at the time any more than nominal otner use, including job 
contracting other than the performance of farm services by one farmer 
for another with machinery customarily used by the performing farmer 
in his own farming operation, is made of such property. II (Emphasis 
added.) 

1. "Directly". Items used "directly" in farming include a 
plow and a combine. Items of "indirect" or non-qualifying use include 
typewriters, electric drills or other repair tools, dog and cat food, 
fuel oi1 for the home, 1awn and garden tractors. 

2. Accessories, attachments and parts. Included within the 
exemption are accessories, attachments, parts and fuel for tractors 
and machines used directly in agriculture. "Accessories" and 
"attachments" include devices designed to be mounted on a machine 
or to be pushed or pul1ed by a machine. Examples include farm 
wagons and portable pipes attached to mobile irrigation pumps. 
A machine "part ll means a durab1e unit of definite, fixed dimensions 
and includes tractor cabs, oil filters and slow-moving-vehicle signs. 
Canvas covers and paint for exempt machines are exempt. IIParts ll does 
not include fluids (e.g., antifreeze or lubricants) nor milk filters 
which must be replaced every time a machine is used. These are 
"suppliesll rather than IIparts ll and are not exempt. The exemption for 
fuel for farm machines does not apply to purchases of electricity. 

3. Machines. IIMachines ll include auxiliary power generators, bale 
loaders, balers, barn cleaners, barn elevators, chain saws for orchard 
use (not for use in lumbering, pulping or cutting firewood), choppers, 
conveyors, corn pickers, crop conditioners, crop thinners, cultivators, 
discs, drags, and loaders, electric clippers and hoof trimmers, 
electric dehorners, electric fence charges(not fencing or insulators), electric 
foggers, feed elevators and augers, fork lifts, grain dryers and 
grinders, harrows, harvesting combines, hay wagons, manure spreaders, 
milk coolers, milking machines (including piping, pipeline washer and 
compressor), mowers, planters, plows, powered feeders (not including 
platforms or troughs constructed from ordinary building materials), 
powered posthole diggers, pumps and associated portable piping for 
irrigation, rock pickers, rotary hoes, silo unloaders, space heaters 
(not for residential use and not realty improvements), sprayers, stalk 
shredders and windrowers. 

4. Realty improvements. a. Certain machines in addition to those in 
subd. 3 qualify for the exemption if purchased by farmers directly from 
retailers, even though they are used to make realty improvements. ~1achines 
included are automated livestock feeder bunks (but not ordinary 
building materials), automatic stock waterers (powered by electricity or 
water pressure and built into a permanent plumbing system), automatic water 
softners (e.g., for milkhouses), barn fans and blowers and other ventilating 
units, unit heaters and other heating units, water heaters serving pro
duction areas, and water pumps serving production areas. 
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3. Feed. a. "Feed" includes processed vegetable and animal 
products a~d essential minerals required for the normal nutritional 
needs .of l1v~stock, poultry and domestic fur bearing animals and other 
ma~erlals WhlCh are required for the normal nutritional needs of 
anlmals in some ~omes~ic envi~onments, such as vitamins A, B-complex, 
D and.E. ~ss~ntla~ mlnerals lnclude phosphorous, calcium, sodium, 
c~lorlne, lodlne, lron~ ~opper, su~f~r, potassium, magnesium and 
z~nc. ~ommon feed addltlves contalnlng these substances include cod 
l~ver oll, salt (granu1ar or block), ground limestone, fish oil, 
flSh meal, oyster shells and bone meal. 

b. "Feed" includes medicated feed or drug carriers purchased 
for use as an ingred;ent of medicated feed, the primary purpose of 
which is the prevention of diseases in livestock or poultry. 
"Feedu does not include a mixture labe1ed and sold for specific 
treatment or cure of a disease. Medicines (including antibiotics) 
which are administered to animals or pou1try directly or as an 
additive to drinking water are taxable. 

4. Fertilizers and soil condHioners. a. "Fertilizer" means 
any substance containing nitrogen, phosphoric acid, potash or any 
recognized plant food element or compound which is used primarily 
for its plant food content to improve the soil's agricultural 
qualHies. "Fertilizer" and "soil condHions" include fertilizer 
and insecticide combinations, agricultural minerals, carbon 
dioxide for application to 1and, urea, sewage sludge, liquid spray 
mixtures of minerals and plant nutrients, 1ime, compost, manure, 
peat moss and soy bean straw. 

b. "Fert;l izer" and "soil conditioners" do not include fill dirt, 
top soi1, wood chips, wood shavings, 1itter and hormone growth 
stimu1ants. (The difference between fertilizers and hormone 
growth stimulants is that fertilizers nourish p1ants whereas hormone 
growth stimulants act upon the cellu1ar structure.) 

5. Sprays, pesticides and fungicides. "Sprays", "pesticides" 
and "funglcldes" include disinfectant sprays, f1y sprays and 
preparations used to destroy insects, mites, nematodes, slugs or other 
invertebrate animals injurious to plants and animals; chemicals 
used for crop disease, pest and weed control, including insecticides, 
rodenticides and pesticides used to sanitize and clean dairy 
equipment. Products used to sanitize dairy equipment are exempt, if 
registered with the department of agriculture under section 94.68, Wis. 
Stats., as a pesticide or fungicide. 

6. Containers for fruits, vegetab1es, grain and animal wastes. 
a. "Containers for fruits, vegetab1es, grain and anima1 wastes ll includes 
any kind of personal property which is purchased exclusively for holding 
or storing fruit, vegetab1es, grains or animal wastes. The phrase 
does not include fe ed carts designed to hold various green and dry feeds. 

b. A complete corn crib or qrain bin may be purchased "knocked
down" in kit form and still qualify for this exemption. However, a 
person who contracts with a farmer to provide and install such a 
bin permanently into real estate is a consumer of the bin, not 
its seller. Such a contractor, dealer or installer, not being a 
f~rmer, may not furnish a Farmer's Exemption Certificate on the bin's 
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b. However, a person (such as a plumbing contractor) who contracts with 
a farmer to provide and install such a machine permanently into real estate 
is a consumer of the machine, not a seller. Such a contractor, not being 
a farmer, may not furnish a Farmer's Exemption Certificate on the personls 
purchase of the machine. Being the consumer, the contractor must pay the 
sales tax to the supplier Dr report the use tax on the purchase price directly 
to the department. 

5. Motor vehicles. Specifically excluded from the statutory 
exemption are "motor vehicles for highway use". "For highway use" 
means licensed for that use Dr designed primari1y for that use even 
though not licensed. Examples include motor trucks, automobiles, 
station wagons, self-propel1ed feed mills, buses and motorcycles. 
Sales of parts, supplies and repairs for these vehicles, nurse tanks and 
trai1ers designed primarily for highway use are a1so taxable. 

6. Other non-exempt sa1es. The exemption does not app1y to: 

a. Tools used in construction Dr for making repairs to real 
estate Dr farm machinery, such as block and tackle sets, chain 
hoists, cutters, electric drills, hammers, hand tools, planers, 
sharpeners, sanders, saws and wheelbarrows. 

b. Building materials used to repair Dr improve real estate 
such as cement, drain tile fencing, light fixtures, lumber, nails, 
stanchions and underground and fixed in place water supp1y systems. 

c. Applicators for insecticides (non-powered), cattle chutes, 
farrowing crates, feed carts, fire extinguishers, flood gates, 
gravity flow feeders (non-powered~ saddles and bridles, incinerators, 
lawn and garden tractors, portable calf stal1s, rope and cable, 
seales, se1f-treating stations (oilers), snowmobi1es, stationary salt 
and mineral feeders. 

7. Use tax. A person who buys without tax by claiming the 
farming exemption owes the use tax at the time the person uses the 
item purchased more than nominally for a nonexempt purpose. 

Cb) Section 77.54(3m). Section 77.54(3m), Wis. Stats., 
exempts: "The gross receipts from sales of and the storage, use 
Dr other consumption of seeds for planting, plants, feed, fertilizer, 
soi1 conditioners, sprays, pesticides, fungicides, breeding and 
other livestock, poultry, farm work stock, baling twine and 
baling wire, and containers for fruits, vegetables, grain and animal 
wastes used exclusive1y in farming, including dairy farming, 
agriculture, horticulture or floriculture when engaged in by the 
purchaser Dr user as a business enterprise." (Emphasis added.) 

1. Seeds for p1anting. "Seeds for p1anting" includes seeds for 
alfalfa, blue grass, canning peas, c10ver, field corn, field peas, 
rye grass, sweet corn, timothyand vegetab1e seeds; plant parts 
capable of propagation; and bulbs. "Seeds for p1anting" does not 
include sod. 

2. Plants, "Plants" include herbs, shrubs or young trees, 
slips Dr saplings planted or ready to plant. 
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purchase. Being the consumer, not a sel1er, the contractor must pay 
the sa1es tax to the supplier or report the use tax on the purchase price 
directly to the department. A farmer who wishes to utilize the farmer's 
exemption certificate on the purchase of a grain bin or corn crib normally 
bui1t on a slab or otherwise affixed to real estate may purchase the 
crib or bin separately and do any necessary insta1lation work. 

c. The exemption for animal waste containers became effective 
Ju1y 31, 1975. As aresult, farmers may purchase animal waste 
containers without tax or the component parts thereof, by issuing 
their supp1 ier a proper1y compl eted "singl e purchase" Farmeri s 
Exemption Certificate. 

d. Silos are not inc1uded in the exemption. The purchaser 
of materia1s used in building a silo must pay the sa1es tax to the 
purchaser's supp1ier. A silo unloader may be purchased by a 
farmer as an exempt machine. 

e. Milk cans are not covered by the farmer's exemption, but may 
be purchased without tax under the general exemption for shipping 
materia1s if they are used to transfer mi1k to the purcnaserls customers. 

7. Livestock and poultry. "Livestock" and Ipou1try" incl ude 
anima1s, the products of which are norma11y used as food for human consumption, 
and domestical1y raised fur bearing animals (such as those purchased 
for breedi ng). 

8. Farm work stock. "Farm work stock" means anima1s, such as draft 
horses and mules, which are used exclusive1y in farming. The phrase 
does not inc1ude dogs, riding horses, racing horses or laboratory 
animals. The food for animals which are not farm work stock is taxable 
(e.g., dog and cat food). 

9. Semen. Effective Ju1y 22, 1971 semen used for artificial insemination 
of livestock is exempt. 

(5) SERVICES FURNISHED TO FARMERS. (a) The repair, service, 
alteration, fitting, cleaning, painting, coating, towing, inspection 
or maintenance of tangible personal property which farmers may purchase 
without tax under sections 77.54(3) and (3m), Wis. Stats., are 
also exempt from the sales and use tax under s. 77.52(2)(a)lO, Wis. 
Stats .. Thus, farmers may c1aim an exemption on the repair services 
for their tractors and other farm machines, but not on their 
furnaces, office machines or electric dril1s. Similarly, they may 
claim an exemption when having draft horses shod, but not when having 
riding horses shod. 

(b) Breeding fees, and charges for artificial insemination of 
animals and veterinarians ' services are not taxable. 

Cc) The exemptions under section 77.54(3), Wis. Stats., do not 
app1y to farmers ' purchases of other services which are taxable 
under section 77.52(2)(a), Wis. Stats., (e.g., telephone, electricity, 
1aundry, dry cleaning and photographic services). 

(6) SERVICES PROVlOED BY FARMERS. (a) Nontaxable services. 
The following services performed by farmers are not subject to the 
sa1es tax: 
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1. Custom work. The performance of eustom farm serviees by one 
farmer for another farmer, such as harvesting hay or grain. 

2. Training animals. The training of horses, dogs or other 
animals. 

(b) Taxable serviees. The following serviees performed by 
farmers are taxable: 

1. Boarding animals. The boarding of dogs, eats, riding 
horses, ponies or other reereational animals. The entire boarding 
eharge is taxable, but the retailer may purehase the feed for the 
animals without tax by supplying a properly eompleted Resale 
Certifieate. 

2. Grooming animals. The grooming of reereational animals. 

NOTE: The interpretations in this rule are effeetive 
under the general sales tax law on and after 
September 1, 1969 unless otherwise noted in 
the rule. 



SALE OF A BUSINESS OR BUSINESS ASSETS 

Section Tax 11.13 of the Wis. Adm. Code is adopted to read: 

Tax 11.13 Sale of a business or business assets. (Sections 
n.5l(10){a) and (b) and n.54(7), His. Stats.) (1) GENERAL. 
The sale of business aS.sets consisting of tangib1e personal 
property by a person who holds or is required to hold a seller's 
permit at the time of the sale is subject to the sales tax. (a) 
The tax applies if the business assets are sold as: 1. A 
disposition of surplus assets of a continuing business. 

2. A single transaction or series of transactions at the 
time of termination of a business. 

3. Piecemea1 sales, whether part of a continuing business 
or upon termination. 

(b) The tax does not app1y to merchandise inventory 
purchased for resa1e in the regular course of the purchaser's 
business. 

(2) EFFECT OF HOLDING A SELLER'S PERMIT. Pursuant to 
section 77.51(lO)(a), Wis. Stats., a person ho1ding or required 
to hold a se1ler's permit at the time of disposit;on of business 
assets may not claim the occasional sale exemption. 
A person may qualify for the occasional sale exemption it that 
person delivers the seller's permit to the department for 
cancellation prior to the disposition. However, the holder of a 
seller's permit must wait until ceasing business before delivering 
the permit to the department beeause a person may not continue 
regular business operations without a permit. 

(3) DELIVERY OF SELLER'S PERMIT. A permit ho1der 
may deliver the selleri s permit to thedepartment for canceHation 
in any one of the following ways: 

(a) Retailers may persona1ly deliver their seller's permits 
to a representative of the department's Income, Sales, Inheritance 
and Excise Tax Division at the representative's office during 
regular office hours. The department shall presume the D~mit 
was received at 12:01 a.m. on the day it is received. 

(b) The se1ler's permit may be mailed to the department 
(P.O. Box 8902, Madison 53708) accompanied by a 1etter requesting 
that the permit be eanceled on or after the postmark date. 
Delivery is effective at 12:01 a.m. on the postmark date of a 
postpaid properly addressed envelope, if the enve10pe and its 
contents are aetual1y reeeived by the department. If the retailer 
desires assurance that the department has received the permit, the 
retailer may use certified mail, return receipt requested. 

(e) If the retailer's seller's permit is not available to 
be delivered (for example, if it has been last or destroyed), the 
retailer may send a letter requesting the eaneellation of the 
permit on or after the postmark date. The letter should elearly 
explain why it is not possible to deliver the aetual seller's 
permit . 
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(4) CANCELLATION OF SELLER'S PERMIT. (a) Although a 
seller ' s permit may be deemed to have been de1ivered and caneeled 
on a postmark date under sub. (3), eaneellation shall not be 
effeetive prior to the postmark date. 

(b) If a permit is deliveY'ed to the depaY'tlllent foY' eancellation, 
the permitee shall immediate1y qua1ify for the occasiona1 sale 
exemption, even though the person eontemp1ates a subsequent sale 
of fixtures or equipment. The person sha11 not qua1ify for the 
oeeasiona1 sale exemption, however, if the person holds or is 
required to ho1d another sel1er ' s permit for some other sa1es 
operation. 

(e) The faet that a business eeases operations and no 10nger 
eonduets its day to day sa1es of tangib1e personal property or 
taxab1e serviees shall not resu1t in the automatic cance11ation 
of a se11er ' s permit. Seetion 77.52(12), Wis. Stats., requires a 
permi tee to ". . . forthwi th surrender hi s permi t . . . II when 
eeasing to operate as a se11er. If the permitee does not surrender 
the permit at that time, the person sha11 not qua1ify for the 
oeeasiona1 sale exemption unti1 the permit is surrendered to the 
department for canee11ation. 

(5) THE "ACTIVITY" REQUIRING A PERMIT. Under section n.51(10(b), 
Wis. Stats., the transfer of substantia11y all the property he1d 
or u sed by a person i n the eou rse of an II aet i vity" fo r wh i ch a 
se11er ' s permit is required shall be an occasiona1 sale if, after 
such transfer, the propertyls real or u1timate ownership is sub
stantially similar to that which existed before the transfer. 
The "activity" eontemp1ated in this statute re1ates sole1y to the 
distinction between an activity for which a se11er ' s permit wou1d 
be requlred and an activity for which a permit would not be 
required. Since permits issued by the department are general in 
nature and can be used to sell any kind of tangible personal 
property or taxab1e serviees, "activity" for which a ,permit wou1d 
be required under the statute means the sum total of all of a 
personls operations which require the ho1ding of a seller's permit. 
For examp1e, assume that a person who ho1ds a seller's permit 
opera tes a tavern and restaurant and di sposes of the ent i re 
restaurant operation. That person cannot meet the exemption 
requirements of s. n.51 (10Hb) because the person must continue 
to hold a se11er ' s permit to operate the tavern. The tavern and 
restaurant (and any other operation engaged in by the person 
whi ch produces recei pts subject to the saJ es tax) are all part of 
the aetivity requiring the holding of a se11er ' s permit. 

NOTE: The interpretations in this ru1e are effeetive 
un der the general sa1es tax law on and after September 1, 
1969, exeept for subsections (2), (3) and (4). The 
procedure described in subsections (2), (3) and (4) are 
effective May 4, 1976 and refleet the Wiseonsin Supreme 
Courtls deeision in Three Lions 
Supper Club, Ltd. v. Dept. of Revenue (May 4, 1976), 72 
Wis. 2d. 546. 



MEALS, FOOD, FOOD PRODUCTS AND BEVERAGES 

Seetion Tax 11.87 of the Wis. Adm. Code is adopted to read: 

Tax 11.87 Mea1s~ food, food Jroduets and beverages. (Seetions 
77.51(4)(b) and (f),11){e)2, (12 (e)1 and 77.54(20), Wis. Stats.) 
(1) DEFINITIONS. In this ru1e: (a) "Exempt food" means food, 
food produets and beverages not subjeet to the sales and use tax. 

(b) "Taxable food" means food, food produets and beverages 
subjeet to the sales and use tax. 

(2) TAXABLE SALES. (a) General. Generally, the gross receipts 
from sales of food or beverages shall be taxable when sold by 
res~aurants, eafeterias, luneh eounters, coffee shops, snack bars, 
eatlng houses, hotels, motels, lodging houses, sororities fraternities 
drug stores, diners, taverns, vending machines, drive-ins' mobile ' 
sales units, elubs and simi1ar businesses, organizations ~r 
establishments. 

(b) Sales by generally exempt seller. Certain foods that 
have been prepared by a seller by cooking, baking or other methods 
shall be taxable food even though the seller is principally engaged 
in the sale of exempt food. For example, when a supermarket sells 
chickens roasted on a rotisserie, the roasted chiekens are taxable 
food beeause heated food (or heated beverages) are taxable. 
He~ted food or beverages mean those products, items or components 
WhlCh have been prepared for sale in a heated eondition and whieh 
are sold at any temperature which is higher than the air temperature 
of the room orplaee where they are sold. 

(e) Food com onents of meals. Food items which comprise or 
are components of a meal for example, a basket of chicken with 
cole slaw and french fries) shall be taxable food when sold on a 
"take out" or "to go" basis and are packaged or wrapped and removed 
from the premises for consumption elsewhere. 

(d) Caterers. Meals, food, food products and beverages sold 
by caterers shall be taxable. 1. "Caterer" me~ns a person e~gaged 
in the business of preparing meals, food and drlnks, and servlng 
these items on premises designated by a purchaser. When an 
agreement with a eaterer provides that the caterer shall prepare 
and serve food either for a stated price per meal, for a lump 
sum, or for aprice per plate, the eonsideration paid shall con
stitute the sale of taxable food. Any rental charges made by a 
caterer for items such as tableware, tableeloths or other tangible 
personal property, whether or not separately stated on the bill, 
shall be ineludable in the consideration paid and shall be taxable. 

2. Charges made by a caterer for preparing and serving meals 
or drinks to social clubs, service clubs, fraternal organizations 
or other nonexempt purehasers shall constitute exempt sales.for 
resale QDlY if the purehasers are regularly engaged as retallers 
of meals, hold a seller's permit and give resale or exemption 
eertificates to the caterer. 
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3. The tax shall apply to items purchased by caterers (such 
as dishes, silverware, plastic eating utens;ls, straws, napkins, 
tablecloths, punch fountains, coffee silver service and glassware) 
which are used by caterers to serve food or beverages to their 
customers, or used in conjunction with providing food or beverages 
to their customers, or us ed in conjunction with providing catering 
service. However, the following items may be purchased without 
tax for resale, if used exclusively for rental purposes by a 
caterer and if customers pay specific taxable rental charges for 
such use: tents, public address systems, portable dance floors, 
portable bars, chairs and tables. 

(e) Vending machine sale~. A vending machine operator has 
a II premi se" as defi ned i n sect i on 77.54 (20)( c)6, Wi s. Sta ts. The 
operatorls total gross receipts shall be presumed derived from 
on-premise consumption unless records show which portion of the 
sales were made for off-premise consumption and involve food 
which could be treated as exempt food. 

(f) Cover and minimum charges. Cover charges or minimum 
charges, whether listed separately on a bill or collected as an 
admission fee or fixed charge, which entitle the patron to receive 
entertainment or to dance as well as to receive food, meals or 
drinks, shall be taxable. If food, meals or drinks are furnished, 
prepared or served at locations other than the place of business 
of the seller or in aroom other than a regular dining room and an 
extra charge is made for such service, the entire amount shall be 
taxable. 

(g) Tips. 1. A tip which is given directly to an employe 
in cash or which is added by a customer to a bill which arnount is 
then turned over in full to the employe, shall be exempt from the 
sales tax, if the amount of such tip is wholly in the discretion 
or judgment of the customer. 

2. On and after May 5, 1976, a flat amount or flat percentage, 
whether designated as a tip or as a service charge, that is added 
to the price of a meal under a requirement of the seller is a 
part of the selling price of such meals and shall be subject to 
the tax, regardless of whether the amount or flat percentage may 
be subsequently paid over in whole or in part by the seller to 
employes. 

3. However, prior to May 5, 1976, a flat percentage service 
charge added to customerls bill by a private club was not taxable 
if: a. The charge was imposed under the clubis bylaws; 

b. The total amount collected was paid directly to food 
service employes; and 

c. The amount was not part of employes l wages that brought 
them up to the legal minimum wage. 

(Il) Huber 1 aw mea 1 s. Mea 1 s sol d to II Huber Law" pri soners 
by a sheriff or a governmental unit shall be subject to the tax. 

(i) Meals to emplo,yes. Sales of meals to employes by an 
employer for a specific charge shall be taxable. 1. A specific 
charge shall be deemed made for meals if any one of the following 
conditions shall be met: a. The employe shall pay cash for meals 
consumed. 
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b. An actual, specific charge for meals shall be deducted 
from an employe's wages. 

c. An employe shall receive meals in lieu of cash to bring 
the employe's compensation up to the legal minimum wage. 

d. An employe shall have the option to receive ca sh for 
meals not consumed. 

2. In the absence of any of the following foregoing condi
tions, a specific charge shall not be deemed made when: a. A 
value shall be assigned to meals only as ameans of reporting the 
fair market value of an employe's meals for FICA (social security) 
or union contract purposes. 

b. An employe who shall not consume available meals shall 
have no recourse against the employer for additional cash wages. 

(j) Trans ortation com anies. The sale of meals and liquor. 
by transportation companies e.g., airlines or railways) to a 
customer while operating in or over Wisconsin for a specific 
charge shall be taxable . .,Such meals and beverages may be purchased 
by the transportation companies without tax for resale. However, 
if the sales price of the meal or beverage shall not be separately 
stated to the customer, the tax shall apply to purchases of such 
meals and beverages by transportation companies. 

(k) Organizations and their members. 1. When members of 
an exempt or nonexempt organization meet at a hotel, restaurant 
or other place of business where food or drinks are sold and the 
members pay for such items, the place of business shall be 
considered selling directly to the members and not to the organi
zation. The sales shall, therefore, be subject to the tax, even 
if the organization shall colleet from the members and pay the 
seller, and retain a portion of the colleetions for its own 
purposes. In such situations, the organization shall be deemed 
acting for its members ' convenience and not purchasing and reselling 
meals. 

2. However, when an exempt religious, charitable or educational 
organization shall pay for food and beverages out of its own funds, 
and shal1 provide such items to members or others without charge, 
the sale of such items by a retailer to the organization shall 
not be subject to the tax. If such exempt organizations hold a 
Certificate of Exempt Status issued by the department, they shall 
give the retailer their certificate number to c1aim the exemption. 

(3) EXEMPT SALES. The following sales shall be exempt: 
(a) Health care facilities. Meals, food, food products, or 
beverages sold by hospita1s, sanitoriums, nursing homes or day 
care centers registered under chapter 48, Wis. Stats. ("Hospital" 
is defined in section 50.33(1), Wis. Stats. "Nursing Home" is 
defined in section 146.30, Wis. Stats. "Sanitorium" means an 
institution for the recuperation and treatment of victims of 
physical or mental disorders.) However, if an affiliated organi
zation sells such items, the exemption shall not apply. For 
example, if the ladies ' auxiliary of a hospital operates a coffee 
shop on the hospital premises, although the ladies ' auxiliary is 
a nonprofit organization, the food and drinks sold at such coffee 
shop are taxable. 
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(b) "Meals on wheels". Effeetive on and after October 4, 
1973, meals, food, food produets or beverages sold to the elderly 
or handieapped by persons providing "mobile meals on wheels". 

(e) Dormitory contracts. Meals, food, food produets or 
beverages furnished under any eontraet or agreement by a public 
or private institution of higher edueation, effeetive for the 
fall semester of 1973. 

(d) Groeeries. Sales of the basie food items for human 
eonsumption purehased for the home preparation of meals. This 
ineludes sales of pre-paekaged ice cream, ice milk, sherbet or 
yogurt (pint, quart, gallon or larger sizes), whether prepaekaged 
by the vendor or a supplier. Sales of smaller sized eontainers 
of ice cream, ice ~ilk, sherbet or yogurt, or cones, sundaes, 
sodas, shakes a~d~rozen ehoeolate bars made from these produets 
shall be taxable. 

(4) SPECIAL SITUATIONS. (a) Speeialty iterns. A seller 
engaged prineipally'inthe" sale of taxable food mäy alsobe engaged 
in the sale. of exempt food. For example, a restaurant whieh 
speeializes in serving paneakes may also sell eontainers of its 
speeially prepared syrup to take home. Sales of this syrup are 
not taxable. 

(b) Fund-raising events. When a eharge to a eustomer bears 
little or no relationship to the aetual value of meals, food, 
food produets and beverages reeeived, such as $100 per tieket for 
a fund raising dinner danee, the tax shall be based on the reasonable 
value of the tangible personal property and taxable serviees 
reeeived by the eustomer. 

NOTE: The interpretations in this rule are effeetive 
under the general sales and use tax law on and after 
September 1, 196~Jmless otherwise noted in the rule. 




