
CERTIFICATE 

STATE OF WISCONSIN ) 
) SS' 

DEPARTMENT OF REVENUE) 

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS: 

I, Mark E. Musolf, Seeretary of the Department of Revenue and 

eustodian of the offieial reeords of said department do hereby certify 

that the annexed rule relating to intoxieating liquor tied-house pro-

hibitions, was dully approved and adopted by this department on April 13, 

1981 . 

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

original on file in this department and that the same is a true eopy 

thereof, and of the whole of such original. 

IN TESTIMONY WHEREOF, I have hereunto 
set my hand at 125 South Webster Street 
in the city of Madison, this 13th 
day of April 1981. 



ORDER OF THE DEPARTMENT OFREVENUE 

ADOPTING RULE TAX 8.87, INTDXICATING LIQUOR T1ED-HOUSE PROHIBITIONS 

Relating to common interests in retail and wholesale liquor establish
ments by retailers, wholesalers, manufaeturers and reetifiers. 

Analysis by the Department of Revenue 

This rule sets forth the Department of Revenuels interpretation of ss. 176.05(la) 
(a) and (am), and 176.17(1) and (5), Stats. The statutes prohibit "any interest 
direetly or indireetl y" in a retail establishment by an intoxieating liquor 
manufaeturer, wholesaler or reetifier and prohibit such interest in a wholesaler 
by a retailer, with an exeeption for eertain lieenses and permits in effeet on 
October 3, 1963. 

Subseetion (1) eites and paraphrases the statutes being interpreted. Subseetion 
(2) provi des defi niti ons, subseeti on (3) gi yes examp 1 es of pl~ohi bited "di reet" 
i nterests and subseeti on (4) gi yes examp 1 es of prohi bi ted II i ndi reet" i nterests. 

Pursuant to authority vested in the Department of Revenue by seetion 
176.43(2), Stats., the Department of Revenue proposes to adopt a rule interpreting 
seetions 176.05(la)(a) and (am) and 176.17(1) and (5), Stats., as fo11ows: 

Seetion Tax 8.87 of the Wis. Adm. Code is adopted to read: 

Tax 8.87 Intoxieatin (Seetion 176.05(la) 
(a) and am, and 176.17 1 and 5, Stats. 1 PURPOSE. Seetion 176.05(la) 
(a), Stats., prohibits "any, interest direetJy or indireetl y" in a retail estab-
1ishment by a manufacturer, wholesaler or r'ectifier of intoxicating liquor or 
in a wholesaler by a retailer. Seetion 176.05(la)(am), Stats., exempts from 
this prohibition any lieenses and permits issued prior to October 3, 1963 and 
which have been renewed. a.nnually since that date. Sections 176.17(1) and (5) 
prohibit a manufacturer, 'rectifier o~ who1esaler from holding an interest in 
any license or premises where intoxicating liquor is sold for consumption on 
the premises. The purpose of this section is'to give examples of some direet 
and indirect interests prohibited by Ch. 176 . 

. , 
(2) DEFINITIONS. In this section: Ca) lIAgentl1 means a person vlho 

represents or acts, or who is empowered to represent or act, for another in 
conducting the otherls business. 

(b) "Corporation" includes all members of a controlled group of 
corporations, defined as a "parent-subsidiary controlled groupli, a lIbrother
sister controlled groupli, or a llcombined group of controlled corporations". 

1. A llparent-subsidiary controlled groupll means one or mare chains of 
corporati ons connected through stock ovmershi p with a common pa rent corporati on, 
if: a. stock possessing at least 50% of all voting power of eaeh of the corp
orati ons, except for the common parent corporati on, i s OI'ined di rectly or 
indirectly by one or mare of the other corporations, and 

b. the COITL'llon parent corporation OIms directly or indirectly stock 
possessing 50% of the voting power of at least one of the other corporatio~, 
excluding, in computing such voting power, stock owned directly by such 
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cotporations other than the common parent corporation. 

2. A "brother-sister contl~olled gmup" means two or more corporations 
where ten or fewer persons (other than corporations) own at least 50% of all 
voting power of ea ch of the corporations taking into account only stock owner
ship of such person to the extent it is identical with respeet to each 
corporation. 

3. A "combined group of controlled corporatlons" is a group of three or 
more corporations, each of which is a member of a parent-subsidiary group or 
a brother-sister group and one of which is both a common parent in the parent
subsidiary group as well as a.mernber of the bl'other-sjster group. 

(c) "Effective controlli means either the pO\oJer to direct the affairs 
of the wholesale permittee or the retail licensee or the actual direction of 
the affairs of the wholesale permittee or the retail licensee. 

(d) "Employe ll means a natural person who performs services for wages or 
salary. 

(e) IIEquityll means the rnoney val ue of a property or of an interest in a 
property in excess of the clairns or liens against it. 

(f) IIImmediate family member ll means a spouse, a brother or sister (whole
or half-blood relationship) or spouse, ancestor Dr spouse, or lineal deseendant 
or spouse. 

(g) "License or permitll means an intoxicating liquor license or permit 
issued under Ch. 176, Stats. 

(h) II Person" means ,naturalperson, pfJtnership, assoei ati on or corporati on. 

li) "Premises" means the property deseribed on an application for a 
license or perrnit wherealeoholic beverages ar~ to be stored, sold or served. 

(3} EXAMPLES Of::-urnRECT" INTERESTS. Examples of IIdireet" interests 
prohibited by Ch. 176 include, .but are not limited to, the following: 

(a} A person who holds both a wholesale permit and retail lieense. 

(b) A person who holds a wholesäie permit and owns any equity in a 
partnership, association or eorporation ho1ding a retail 1icense. 

(e) A person who holds a retail lieense and owns any equity in a 
partnership, association or eorporation ho1ding a wholesale permit. 

(d) A person who holds a wholesale permit and leases premises to a 
retail lieensee. 

(e) A person who holds a retail 1ieense and leases prernises to a 
wholesale perrnittee. 

(4) EXAI~PLES OF "INDIRECT" INTERESTS. Examples of liindireeVI interests 
prohibited by Ch. 176 include, but are not limited to, the folloi'ling: 



-3-

(a) A natural person who holds a wholesale permit and is an offieer, 
direetDr, employe or agent of a retail lieensee. 

(b) A natural person who holds a retail lieense and is an offieer, 
direetDr, employe Dr agent of a \'1holesale permittee. 

(e) A natural person who is an offieer, direetor, employe or agent of 
a wholesale permittee and an offieer, direetor, employe Dr agent of a retail 
lieensee. 

(d) Two eorporations, one holding a wholesale permit and the other 
holding a retail lieense, in whieh effective eontrol of both eorporations is 
held by the same person or group of ten Dr less persons. 

(e) A natural person who has effeetive eontrol in a partnership, . 
association Dr corporation whieh holds a wholesale permit and who leases 
premises to a retail licensee. 

(f) A natural person who has effeetive eontrol in a partnership, 
association Dr corporation holding a retail license and who leases premises to 
a wholesale permittee. 

(g) A natural person who has effective control in a business operated 
under a wholesale permit and an immediate family member residing in the same 
household who has effective control in a business operated under a retail 
license. 

(h) A natural person who has effective control in a partnership, 
association or corporation which holds a wholesale permit and who has effeetive 
controlin a partnership, ,pssociation or corporation whieh holds a retail license. 

NOTE: The definition of II controlled group of corporations ll is illustrated by 
examples which may be derived from Internal Revenue Code Regulations 1. 
1563-1(a). Some examples follow~ 

1. P Corporation owns stock ~os~essing 50% of the voting power of S Corpo
ration. S own~ stock possessing50% of the voting power of T Corpora
tion. P is the common parent of a parent-subsidiary eontrolled group 
eonsisting of member corporations P, S and. T. The result would be the 
same if P, rather than S, ow'ned the T stock. 

2. The outstanding stock of corporations P, Q, R and S is owned by the fol
lowing individuals: 

Coq~orati ons Identical 
Individuals P Q R S Ownershio 

A 50% 50% 50% 100% 50~b 
B 25% 
C 25% 25% 
D 25% 
E 25% 
F 25% 

Carparations P, Q, R and S are members of a brother-sister eontrolled 
group, 



3. Smith, an individua1, owns stock possessing 50% of the voting power of 
corporations X and Y. Y, in turn, owns stock possessing 50% of the tota1 
combined voting power of corporation Z. Since X, Y, and Z are each mem
bers of either a parent-subsidiary or brother-sister contro11ed group 
of corporations, and Y is the common parent of a parent-subsidiary con
trolled group of corporations consisting of Y and Z, and a1so is a mem
ber of a brother-sister contro11ed group of corporations consisting of 
X and.Y, X, Y, and Z are members of the same combined group. 

The ruie contained in this order sha11 take effeet as provided by 
s. 227.026(1)(intro.), Wis. Stats. 

Dated: April 13, 1981 DEPAR.T1ill'ENT OF R. EVENUt 
. l1 Ij A .:- r~ 

By. 1/ ll~~.t,~~ 
Mark E. Muso1f l '. 
Secretary of Revenue .. ~ 

; ; 



State of Wisconsin '\ D EPA RT M E NT 0 F R E V E N U E 

Lee Sherman Dreyfus 
Governor 

April 13~ 1981 Mark E, Musolf 
Secretary 

125 SOUTH WEBSTER STREET 
MADISON, WISCONSIN 53702 

~1s. Ve 1 Ph i 11 i ps 
Seeretary of State 
13 West, State Capitol 
Madison, WI 53702 

Dear Ms. Phillips: 

Enelosed are a Certifieate and an Order of the Department of Revenue 
adopting Rule Tax 8.87. 

These materials are filed with you pursuant to s. 227.023Ql), Wis. 
Stats. 

Si neere ly, 

'/ I~ // . 
jl2u~~./V'~C','/ ... ~ 

Mark E. Musolf 
Secretary of Revenue ~ 

Enelosures 

ee: Revisor of Statutes 



State of Wisconsin \ D EPA R T M E N T OF R E V E N U E 

Lee Sherman Dreyfus 
Governor 

Orlan L. Prestegard 
Revisor of Statutes 
411 West, State Capitol 
Madison, WI 53702 

Dear Mr. Prestegard: 

April 13, 1981 
Mark E. Musolf 

Secretary 

125 SOUTH WEBSTER STREET 
MADISON, WISCONSIN 53702 

Enelosed are a eertified eopy and an extra eopy of an Order of the Department 
of Revenue adopting Rule Tax 8.87. 

These materials are filed with you pursuant to s. 227.023(1), Wis. Stats. 

Sineerely, 

, 

/Ji~' II/~ MarK E. uso lf 
Seeretary of Revenue 

Enelosures 

ee: Ms. Vel Phillips, Seeretary of State 
Prentiee Hall, Inc. 
Commeree Clearing House, Inc. 


