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_ REVISDR OF SIMUIES !rl~! 

ORDER OF THE DEPARTMENT OF REVENUE /' BUREAU;> !~,) 
REPEALINGAND RECREA TING RULES i!>:)" /1..;' 

(zgnT~;)' 
The Wisconsin Department of Revenue .adopts an order to repeal and recreat~ 

Tax 3.095, relating to. the Wisconsin income tax status of interest and 
dividends from securities. 

Analysis by the Department of Revenue 

Statutoryauthority: s. 71.80(1)(c), Stats.· 

Statutesinterpreted: s. 71.05(6)(a)1 and (b)l, Stats. 

SECTION 1. Tax 3.095 is repealed and recreated, to mare closely reflect 
in the title the types of securities listed in the rule, to imprave 
readability, to set forth previously stated definitions in a separate Section 
in accordance with Legislative Council Rules Clearinghouse standards, and to 
reflect the statutory provisions of the taxability or exemption of interest or 
dividends from the listed securities. In addition, 9 securities not 
previously listed are included. 

SECTION 1. Tax 3.095 is repealed and recreated to read: 

Tax 3.095 INCOME TAX STATUS OF INTEREST AND DIVIDENDS RECEIVED FROM 

GOVERNMENT AND OTHER SECURITIES BY INDIVIDUALS AND FIDUCIARIES. 

(s. 71.05(6)(a)1 and (b)l, Stats.) (1) PURPOSE. This section lists federal, 

state, municipal and other government securities, and certain nongovernment 

securities, and specifies whether interest and dividends payable on those 

securities are exempt from or subject to the Wisconsin income tax on 

individuals and fiduciaries~ The lists are not all-inclusive. 

Note: Informatian regarding the income tax status·of interest and 
dividends received from securities not listed in this section may be obtained 
by writing to Wisconsin Department of Revenue, Technieal Serviees Staff, 
P.O. Box 8933, Madison, WI 53708-8933. 

(2) DEFINITIONS. In this section: 

(a) "CHAP" means "Community HousingAlternatives Program." 

(b) "Federal securities" means only securities which are direet and 

primary obligations of the United States and securities the interest on which 
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federal law prohibits states from taxing. Federal securities do n6t intlude 

securities for which the United St~tes is merely a guarantor and, theiefore, 

"has an obligation which is secondary and contingent to that of the issuer of 

the security. 

(c) "Public housing agency" means any state, county, municipality or 

other governmental entity or pUblic body, or agency or instrumentality 

thereof, which is authorized to engage in or assist in the development or 
( 

operation of lower income housing, under 42 U~S.C.§1437a(b)(6). 

(d) "WHEDA" means "Wisconsin Housing and Economic Development Authority." 

(3) GENERAL. (a) Under s. 71.05(6)(a)1, Stats., interest income which 

is subject to the Wisconsin income tax on individuals and fiduciaries, but 

which is not included in federal adjusted gross income, shall be added to 

federal adjusted gross income in computing Wisconsin taxable income. 

Note: Section 71.05(1)(a)1, 1985 Stats., was amended by 1987 Wis. Act 
27, to provide for the addition to federal adjusted gross income, of any 
interest not included in federal adjusted gross income which is not 
specifically exempted from state taxation." This change applies only to 
securities issued after January 28, 1987. Prior to enactment of 1987 Wis. 
Act 27, the addition applied only to interest excluded from federal adjusted 
gross income solely by s. 103 of the "internal revenue code. Section " 
71.05(1)(a)1, 1985 Stats., was renumbered s. 71.05(6)(a)1, Stats., by 1987 
Wi~. Act 312, effective January 1, 1989. 

(b) Under s. 71.05(6)(b)1, Stats., interest and dividend income which is 

included in federal adjusted gross income but which is by federal law exempt 

from state income taxation, shall be subtracted from federal adjusted gross 

income in computing Wisconsin taxable income. 

(4) EXEMPT SECURITIES. Interest and dividends payable on the following 

securities shall be exempt from the Wisconsin income tax on individuals and 

fiduciaries: 

(a) Exempt state. municipal and other government securities. 
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1. District of Columbia general obligatian bonds i~sued on or prior to 

January 28, 1987, where the interest from the bonds qualifies for exemption 

from federal incarne taxation for areasan other than or in addition to s. 103 

of the internal revenue code. 

2. Higher educatian bonds issued by the state of Wisconsin, 

s. 71.0S(6)(a)1, Stats. 

3. Public housing agency bonds issued on or prior to January 28, 1987, 

by agencies located outside Wisconsin where the interest from the bonds 

qualifies for exemption from federal income taxation for a reason other than 

or in addition to s. 103 of the internal revenue code. 

4. Public housing authority bonds issued by municipalities located in 

Wisconsin, s.66.40(T4)(a), Stats. 

S. Redevelopment authority bonds issued by municipalities located in . 

Wisconsin, s. 66.431(S)(a)4.c, Stats. 

6. Stripped general obligation bond certificates attributable to 

certain District of Columbia general obligation bonds issued on or prior to 

January 28~ 1987, where the interest from the bonds qualifies for exemption 

from federal income taxation under s. 1286 of the internal revenue code and 

D.C. Code Ann. § 47-332. 

Example: Stripped general obligation bond certificates meeting the 
crHeria of subd. 6 include Stripped Tax-Exempt Participations, or "STEPS.I( 

7. Virgin Island Housing Authority bonds issued on or prior to 

January 28, 1987, where the interest from the bonds qualifies for exemption 

from federal incarne taxation for a reason other than or in addition to s. 103 

6f the internal revenu~ code. 

8 .. WHEDA bonds issued on or prior to January 28, 1987, except business 

development revenue bonds, economic development revenue bond s and CHAP housing 

revenue bonds issued by WHEDA. 
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9. WHEDA bonds 1ssued to·fund a loan under s. 234.935, Stats. 

10. WHEDA bonds 1ssued under s. 234.65, Stats., to fund an economic 

development loan to finance construction, renovation or development of 

property that would be exempt under s. 70.11(36), Stats. 

11. Wisconsin Housing Finance Authority bonds, 42 U.S.C. § 1437i(b) . 

. Note: Under par. (a), interest and dividends payable on certain 
securities issued on or before January 28, 1987, is exempt fromW1sconsin 
income tax. This is because prior to enactment of 1987 Wis. Act 27, which 
amended s. 71.05(1)(a)1, 1985 Stats., effective with securities issued after 
January 28, 1987, no modification was provided to add to federal adjusted 
gross income interest and dividends which were excludable from federal. 
adjusted gross income for any reas on other than or in addition to s. 103 of 
the interna1 revenue code. Section 71.05(1)(a)1, 1985 Stats., was renumbered 
s. 71.05(6)(a)1, Stats., by 1987 Wis. Act 312, effectiveJanuary 1, 1989. 

(b) Exempt federa1 securities. 

1. Armed Services Housing Mortgage Insurance debentures, 12 U.S.C. 

§ 1748b(f). 

2 .. Bank for Cooperative debentures, 12 U.S.C. § 2134. 

3. Bank repurchase agreements for U.S. Government treasury bi11s, notes 

and bonds, if interest is paid by the federa1 government direct1y to the 

taxpayer. 

4. Commodity Credit Corporation bonds, 15 U.S.C. § 713a-5. 

5. Commonwea1th of Puerto Rico public improvement bonds, 48 

U~S.C. § 745. 

6. Farm Credit System Financia1 Assistance Corporation notes, bonds and 

debentures, 12 U.S.C. ~ 2278b-10(b). 

7. Federa1 Deposit Insurance Corporation bonds, 12 U.S.C.§ 1825. 

8. Federa1 Farm Credit Banks Conso1idated Systemwide Securities, 12 

U.S.C. § 2055~ 

9. Federa1 Home Loan Bank bonds, debentures and notes, 12 U.S.C. § 1433. 
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10. Federal Housing Authortty debentures, 12 U.S.C. §§ 1710(d) and 

1747g(g). 

11. Federal IntermediateCredit Bank debentures, 12 U.S.C. § 2079. 

12. Federal Land Bank Association bondst notes and debentures, 12 

U.S.C. § 2055. 

13. Federal Land Bank bondst 12 U.S.C. §2055. 

14. Federal Reserve Bank dividends, 12 U.S.C. § 531. 

15. Federal Savings and Loan Insurance Corporation bondst 12 

U.S.C. § 1725(e). 

16. Financial Assistance Corporation bondst notes and debentures, 12 

U.S.C. § 2278b. 

17. Financing Corporation obligations, 12 U.S.C. § 1441. 

18. General Insurance Fund debentures issued to aequire housing 

projects, 12 U.S.C. § 1747g(g). 

19. General Insurance Fund debentures issued under the War Housing 

Insuranee Law, 12 U.S.C. § 1739(d). 

20. General Services Administration Public Building Trust Participation 

eertificates, 31 U.S.C. § 3124. 

21. Guam bondst 48 U.S.C. § 1423a. 

22. Industrial Development bonds of East Samoa, 48 U.S.C. § 1670. 

23. Panama Canal Zone bondst 31 U.S.C. §§ 743-745. 

24. Production Credit Association debentures, 12 U.S.C. § 2098. 

25. Proprietary zero-coupon eertifieates, 31 U.S.C. § 3124. 

Example.: Proprietary zero-coupon certifieates inelude CATS, TIGRs, 
Cougars~ ETRs, Lions, STARs, Zebras, etc. 

26. Puerto Rieo Aqueduct and Sewer Authority revenue bondst 48 

U.S.C. § 745. 
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27. Puerto Rico Electric Power Authority electric revenue bondst 48 

U.S.C. § 745. 

28 .. Puerto Rico Electric Power Authority power revenue bondst 48 

U.S.C. § 745. 

29. Puerto Rico Highway Authority revenue bondst 48 U.S.C. § 745. 

30. Puerto Rico Industrial Development Company bondst 48 U.S.C. § 745. 

31. Puerto RicoMunicipal Finance Agency 1974 Series A bondst 48 

U.S.C. § 745. 

32. Puerto Rico Ports Authority revenue bondst 48 U.S.C. § 745. 

33. Puerto Rico Public Buildings Authority public educatian and health 

facility bondst 48 U.S.C. § 745. 

34. Puerto Rico Public Buildings Authority revenue bonds~ 48 

U.S.C. § 745. 

35. Puerto Rico Telephone Authority revenue bondst 48 U.S.C. § 745. 

36. Puerto Rico Water Resource Authority Series B debentures, 48 

U.S.C. § 745. 

37. Resolution Funding Corporation bondst 12 U.S.C. § 1441b(f)(7). 

38. Student Loan Marketing Association obligations, ~O U.S.C. § 1087-21. 

39. Tennessee Valley Authority bondst 16 U.S.C. § 831n-4(d). 

40. Territory of Hawaii bonds. 

41. Territory of Puerto Rico bondst 48 U.S.C~ § 745. 

42. United States Postal Service bondst 39 U.S.C. § 2005. 

43. United States savings bondst 31 U.S.C. § 3124. 

44. United States Treasury bills and notes, 31 U.S.C. § 3124. 

45. University of Puerto Rico university system revenue bondst 48 

U.S.C. § 745. 

46. Virgin· Islands general obligation bondst 48 U.S.C. § 1574(b)(ii)(A). 
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47. Virgin Islands Public Improvement bondst 48 U.S.C. § 1574(b)(;). 

(5)· TAXABLE SECURITIES. Interest and dividends payable on the'following 

s~curities shall be subject to the Wisconsin income tax on individuals and 

fiduciaries: 

(a) Taxab1e state and municipa1 government securities. 

1. District of Columbia Development Land Agency bonds, 42 U.S.C. § 1452. 

2. District of Co1umbia general obligation bonds issued after 

January 28, 1987, D.C. Code § 47-33. 

3. Municipal bonds. 

4. Public housing agency bonds issued after January 28, 1987, and by 

agencies 10cated outs~de Wisconsin. Public housing agency bonds issued on or 

prior to January 28, 1987, by agencies located outside Wisconsin where the 

interest from the bond s qua1ifies for exemption from federal income taxation 

solely because of s. 103 of the internal revenue code. 

5. Robert F. Kennedy Stadium bonds, D.C. Code § 2-1720 et seq. 

6. Transitbonds of the Washington Metropolitan Area Transi~·Authority. 

7. Wisconsin Health Education Assistance Loan revenue obligation bonds, 

s. 39.374, Stats. 

8. WHEDA bonds issued after January 28, 1987, and all business 

development revenue bonds, economic development revenue bonds and CHAP housing 

revenue bonds issued by HHEDA, regard1ess of when issued, un1ess specifica11y 

exempt by law, ch. 234, Stats. 

(b) Other taxable securities . 

. 1. Asian Development Bank bonds, 22 U.S.C. § 290i-9. 

2. Co11ege Construction Loan Insurance Association obligations, 20 

U. S. C. § 1132. 

3. Environmental Financing Authority obligations,33 U.S.C. § 1281. 
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4. Export-Import Bank of the United States debentures, 12 U.S.C. § 635. 

5. Farmer's Home Administrationinsured notes, 7 U.S.C. §§ 1928 and 

1929. 

6. Federa1 Assets Financing Trust participation certificates, 12 

U.S.C. § 1717(c). 

7. Federa1 Financing Bank bonds~ 12 U.S.C. § 2288. 

8. Federal Home Loan Bank dividends, 12 U.S.C. §§ 1426 and 1436. 

9. Federal Home Loan Mortgage Corporation obligations, 12 U.S.C. § 1455. 

10. Federal National Mortgage Association certificates, 12 U.S.C. § 1718. 
\. . 

Note: In 1968, the Federa1 National Mortgage Association became 2 
separate corporations. One torporation retained the origina1 name and the 
other is known as the Government Natlonal Mortgage Association. 

11. Federa1 National Mortgage Association dividends, 12 U.S.C. § 1719. 

12. Government National Mortgage Association, or "Ginnie Mae," bonds, 

12 U.S.C. §§ 1720 and 1721. 

13. HUD/New Communities Program ob1igations, 42 U.S.C. § 4514. 

14. Insured Merchant Marine bonds, 46 U.S.C. § 1273. 

15. Inter-American Development Bank bonds, 22 U.S.C. § 283. 

16. Interest paid on deposits in any federal bank or agency. 

17. International Bank for Reconstruction and Deve10pment bonds, also 

known as World Bank bonds, 22 U.S.C. § 286. 

18. Rural Telephone debentures, 7 U.S.C. § 947(a). 

19. Small Business Administration notes, 15 U.S.C. § 633. 

20. Small Business Investment Company debentures, 15 U.S.C. §§ 683 and 

687. 

21. Tennessee Valley Authority bonds, 16 U.S.C. § 831n-3. 

22. Virgin Is1ands Housing Authority bond s issued after January 28, 

1987, 48 U.S.C. § 1408(a). 
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23. World Bank bonds, also known as International Bank for 

Reconstruction and Development b6nds, 22 U.S.C. § 286. 

Note to Revisor: Oh the 6th line of the History Note at the end of 
Tax 3.095, change (2b) to (zb)~· 

The rules contained in this order shall take efreet on the first day of 
the month following publication in the Wisconsin Administrative Register as 
provided in s. 227.22(2)(intro.), Stats. . 

Final Regulatory Flexibility Analysis 

This rule order does not have a significant economic impact on a 
substantial number of small businesses. 

CKLEGIl269 



FISCAL ESTIMATE 
DbA-2o.48 (R1o./92) 
Subjeet 

0 ORIGINAL 

D CORRECTEO 

D UPDATEO 

D SUPPLEMENTAL 

1993 Session 
LRBorBill No./Adm. Rule No. 
Tax 3.0.95 
Amendment No. if Applieable 

Income Tax Treatment of Interest and Dividend Income from Securities 
Fiseal Effeet 

State: 
o No State F i sea l Effeet 

Cheek eolumns below only if bill ma kes adireet 
appropriation or affeets a sum suffieient appropriation 

D Inerease Existing Appropriation D Inerease Existing Revenues 

D Deerease Existing Appropriation D Deerease Existing Revenues 

D Create New Appropriation 

Local: DNO Loea l Government Cos ts 
1. DInerease Costs 3. Olnerease Revenues 

D Permissive DMandatory D Permissive DMandatory 

2. D Deerease Costs . 4. D Deerease Revenues 

D Permissive DMandatory D Permi ssive DMandatory 

Olncrease Costs - May be possible to Absorb 
Within Ageney's Budget D Yes D No 

Doeerease Costs 

5. Types of Loeal Governmental Units Affeeted: 
D Towns D Vi llages D Cities 

D Counties D Others _____ _ 

D Sehool Distriets D VTAE Distriets 

Fund Sourees Affeeted Affected Ch. 20 Appropriations 
DGPR DFED DpRO DpRS DSEG DSEG-S 

AssulI)ptions Used in Arriving at Fiscal Estimate 

The proposed rule attempts to more clearly and conclusively interpret existing tax law 
relating to income from interest and dividends received from government and other 
securities. Since this proposed rule change does not alter current tax treatment, there 
is no fiscal effect. 

Long-Range Fiscal Implications 

Ageney/Prepared by: (Name & Phone No.) 
Wiseonsin Oepartment of Revenue 
Kathryn Carmichael 266-970.6 

Authorized Signature/Telephone No. 
Yeang-Eng 
266-270.0 

Braun l1.~ ~ ~ 
Date 



State of Wisconsin. DEPARTMENT OF REVENUE 

125 SOUTH WEBSTER STREET • P.O. BOX 8933 • MADISON, WISCONSIN 53708-8933 • 608-266-6468 • FAX 608-266-5718 

Tommy G. Thompson 
Governor 

Gary L. Poul son 
Assistant Revisor 
131 West Wilson Street, Suite 800 
Madison, WI 53703-3233 

November 15, 1993 

Mark D. Bugher 
Secretary of Revenue 

Re: Clearinghouse Rule 93-108 

Dear Mr. Poulson: 

Ene10sed are a eertified eopy and an extra eopy of an Order of the 
Department of Revenue promulgating rules re1ating to the Wiseonsin ineome 
tax status of interest and dividends from securities. 

These materia1s are filed with you pursuant to s. 227.20(1), Stats. 

MDB: MPW: ell 
CKLEG/1421 

Enelosure 

ee: Douglas J. LaFollette, Seeretary of State 
Commeree Clearing House, Inc. 
Research Institute of America, Inc. 



State of Wisconsin. DEPARTMENT OF REVENUE 

125 SOUTH WEBSTER STREET • P.O. BOX 8933 • MADISON, W1SCONSIN 53708-8933 • .608-266-6466 • FAX 608-266-5718 

Tommy G •. Thompson 
Govemor 

Douglas LaFollette 
Seeretary of State 
30 West MifflinStreet, 10th F100r 
Madison, WI 53703 

Dear Seeretary LaFo11ette:. 

November 15, 1993 

Mark D. Bugher 
Secretary of Revenue 

Ene10sed are a Certifieate and an Order of the Department of Revenue 
adopting Clearinghouse Ru1e 93-108. 

These materia1s are filed with you pursuant to s. 227.20, Stats. 

MDB :MPW: ell 
CKLEG/1420 

Enelosure 

ee: Revisor of Statutes 


