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accounting to apportionment, or vice versa, must be obtained in writ
ing from the commissioner of taxation upon written application setting 
forth in detail the reasons why the desired change will more clearly 
reflect the taxpayer's Wisconsin income. Such application must be 
filed before the end of the income year for which the change is desired. 

History: 1-2-56, am. Register, September, 1964, No. 105, eff. 10-1-64. 

Tax 2.45 Apportionment in special cases. (Section 71.07 (5), Wis. 
Stats.) When the business of any person within Wisconsin is an inte
gral part of a unitary business conducted within and without Wis
consin, but because of unusual or unique circumstances the portion 
of the income of such person derived from business transacted in 
Wisconsin cannot be ascertained with reasonable certainty by use 
of the apportionment formula provided in section 71.07 (2), Wis. 
Stats., (01' by separate accounting in view of the unitary nature of 
the business), the department will substitute in the place of some or 
all of the statutory apportionment factOl's such other factor or fac
tors as will reasonably apportion to Wisconsin the business income 
properly assignable to Wisconsin. In any case in which an appor
tionment of business income is made pursuant to this regulation, 
the taxpayer, at the time of the assessment, will be apprised of the 
factors used in the formula adopted. The business income of inter
state air carriers shall be apportioned as provided in Wis. Adm. Code 
section Tax 2.46. 

History: Cr. Register, December, 1956, No. 12, eff. 1-1-57. 

Tax 2.46 Apportionment of business income of interstate ail' car
ders. (Section 71.07 (5), Wis. Stats.) The apportionable income of an 
interstate air carrier doing business in Wisconsin shall be apportioned 
to Wisconsin on the basis of the ratio obtained by taking the arith
metical average of the following 3 ratios: (1) The ratio which the 
aircraft arrivals and departures within this state scheduled by such 
carrier during the calendar 01' fiscal year bears to the total aircraft 
arrivals and departures within and without this state scheduled by 
such carrier during the same period; provided that in the case of 
nonscheduled operations all arrivals and departures shall be substi
tuted for scheduled arrivals and departures; (2) The ratio which the 
revenue tons handled by such carrier at airports within this state 
during the calendar or fiscal year bears to the total revenue tons han
dled at airports within and without this state during the same pe
riod; (3) The ratio which such air carrier's originating revenue within 
this state for the calendar or fiscal year bears to the total originating 
revenue within and without this state for the same period. 

History: Cr. Register, December, 1956, No. 12, eff. 1-1-57. 

Tax 2.47 Apportionment of net business income of interstate motor 
carriers of property. (1) (Section 71.07 (5) Wis. Stats.) The appor
tionable income of an interstate motor carrier of property, doing 
business in Wisconsin, shall be apportioned to Wisconsin, on the 
basis of the arithmetical average of the following 2 ratios: 

(a) The ratio of the gross receipts from carriage of property 
first acquired for carriage in Wisconsin to the total gross receipts 
from carriage of property everywhere; 

(b) The ratio of ton miles of carriage in Wisconsin to ton miles 
of carriage everywhere. 
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(2) Whenever gross receipts' data is not available, the department 
may authorize or direct substitution of a similar factor (e.g. gross 
tonnage) and whenever ton mile data is not available the depart
ment may similarly authorize substitution of a similar factor (e.g. 
revenue miles). 

(3) For purposes of this regulation a "ton mile" reflects the move
ment of one ton of freight for the distance of one mile. 

(4) This regulation shall not apply to mercantile or manufacturing 
businesses which engage in some interstate hauling as an incident 
of such mercantile or manufacturing businesses. 

(5) This regulation shall apply with respect to the determination 
of income tax or franchise tax liability for any income year open 
to assessment or refund on the effective date hereof. 

HlstOl'Y' Cr. Register, April, 1966, No. 124, eff. 5-1-66. 

Tax 2,48 Apportionment of net business incomes of interstate pipe
line companies. (Section 71.07 (5), Wis. Stats.) (1) With respect to 
the imposition of the Wisconsin income or franchise tax on or meas
ured by income of the calendar year 1969, or corresponding fiscal 
year, and thereafter, the apportionable income of a pipeline company 
operating within and without Wisconsin shall be apportioned to 
Wisconsin on the basis of the arithmetical average of the follow
ing 3 ratios: 

(a) The ratio of tangible property owned, and used by the tax
payer in Wisconsin to produce apportionable income, to the total of 
such property owned and used by him to produce apportion able 
income everywhere. The amount of such property for purposes of 
both the numerator and denominator shall be Wisconsin income tax 
net cost. In any case in which the property factor is distorted by 
reason of the taxpayer depreciating property in Wisconsin by a 
method different from that used to depreciate property outside Wis
consin, or in any case in which Wisconsin income tax net cost can
not be ascertained, the department may authorize or direct such 
other method of determining the property fraction as will produce 
an equitable result, 

(b) The ratio of traffic units (e.g. barrel miles, cubic foot miles 
or other appropriate measure of product movement) in Wisconsin 
to the total of such units everywhere. 

(c) The ratio of the total compensation paid to employes located 
in this state to the total compensation paid to employes located 
everywhel'e. An employe shall be deemed located in Wisconsin if his 
services are performed entirely within Wisconsin, or if services 
performed without the state are incidental to services within Wis
consin, or if some of the service is performed in Wisconsin and the 
base of operations is in Wisconsin, or if there is no base of opera
tions and the place from which the service is directed and controlled 
is in Wisconsin, or if the base of operations or place from which the 
service is directed or controlled is not in any state in which some 
part of the service is performed, but the individual's residence is in 
this state. Compensation paid to retired employes shall be excluded 
from both the numerator and the denominator, 

(2) In any case in which the company has no employes or in which 
the department determines that employes are not a substantial income 
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producing factor, it may order or permit the elimination of the com
pensation factor and the use of the aritllmetical average of the other 
2 factors to arrive at the Wisconsin apportionment percentage. 

HistOl<y: Cr. Register, November, 1969, No. 167, eff. 12-1-69. 

GROSS INCOME 

Tax 2.51 Rent received by corporations from Wisconsin real estate. 
(Section 71.03 (1) (b), Wis. Stats.) Rentals must be included in the 
gross income when they accrue or are actually received by the tax
payer, depending upon the method of accounting used in reporting 
income. Rentals which have not actually been received in cash will be 
treated as received if available to or subject to the disposal of the 
landlord. 

Tax 2.53 Stock dividends and stock rig'hts received by corporations. 
(1) If a shareholder receives stock or stock rights as a distribution 
on stock previously held and under section 71.305, Wis. Stats., such 
distribution is not includable in gross income then, except as provided 
in section 71.307 (2), Wis. Stats., the basis of the stock with respect 
to which the distribution was made shall be allocated between the 
old and new stocks or rights in proportion to the fail' market values 
of each on the date of distribution. If a shareholder receives stock or 
stock rights as a distribution on stock previously held and under sec
tion 71.305 (1), Wis. Stats., a part of the distribution is not includable 
in gross income (except as provided in 71.307 (2), Wis. Stats.), the 
basis of the stock with respect to which the distribution is made shall 
be allocated between the old and new stocks or right.s in proportion 
to the fair market values of each on the date of distribution without 
regard to the fair market value of any part of such distribution which 
is includable in gross income pursuant to section 71.305 (2), Wis. 
Stats. The date of distribution in each case shall be the date the stock 
or the rights are actually distributed to the stockholder and not the 
record date. The general rule will apply with respect to stock rights 
only if such rights are exercised or sold. 

(a) Exception. The basis of rights to buy stock which are ex
cluded from gross income under section 71.305 (1) Wis. Stats., shall 
be zero if the fair market value of such rights on the date of distri. 
bution is less than 15% of the fair market value of the old stock 
on that date, unless the shareholder elects to allocate part of the 
basis of the old stock to the rights. The election shall be made by a 
shareholder with respect to all the rights received by him in a par
ticular distribution in respect of all the stock of the same class owned 
by him in the issuing corporation at the time of such distribution. 
Such election to allocate basis to rights shall be in the form of a state
ment attached to the shareholder's return for the year in which the 
rights are received. Such statement shall disclose the number of 
shares of the old stock by the shareholder on the date of distribution, 
the basis of such shares, and the fair market value of the old shares 
and of the rights on the date of distribution. This election, once 
made, shall be irrevocable with respect to the rights for which the 
election was made. Any shareholder making such an election shall 
retain a copy of the election and of the return with which it was 
filed, in order to substantiate the use of an allocated basis upon a 
subsequent disposition of the stock acquired by exercise. 
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Tax 2.56. Insurance proceeds received by corporations. (Section 
71.03 (1) (d), Wis. Stats.) (1) Generally, interest on insurance pro
ceeds paid to policy owners or beneficiaries is taxable income. 

(a) Under an interest option clause under which all the principal 
proceeds are retained and interest paid thereon periodically, the inter
est is taxable income. 

(b) Under an income option under which the principal proceeds 
and interest thereon are paid in periodical instalments to the policy 
owner, the interest so paid is taxable income. 

(c) When, under the same option, payments are made to the bene
ficiary (the option having been selected by the beneficiary), the 
interest so paid is taxable income. 

(d) When, under the same option, payments are made to the 
beneficiary (the option having been designated by the insured), the 
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