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Tax 2.01 Residence. (s. 71.02, Stats.) Individuals claiming a change of
residence, i.e., domicile, from Wisconsin to another state shall file form I-
827, “Residence Questionnaire”, or the ‘“Residence Questionnaire”
which is a part of the INPR income tax form, with the Wisconsin depart-
ment of revenue by attaching it to their Wisconsin income tax return for
the year they claim to have changed residence, and shall furnish other
information the department may require.

Note: Form 1-827 or form INPR may be obtained from the Department of Revenue at
4638 University Avenue, Madison, or from any other Department of Revenue office located

throu%[out the state, or by mail request to Wisconsin Department of Revenue, P.O. Box
8903, Madison, WI 53708.

History: 1-2-56; r. (1); renum. (2) to be (1); renum. (3) to be (2) and am., Register, Septem-
ber, 1964, No. 105, eff. 10-1-64; am. Register, February, 1975, No. 230, eff. 3-1-75; r. (1),
ﬁnuﬁ.ﬁ(Z)ﬁa%dlaga., Register, July, 1987, No. 379, eff. 8-1-87; am. Register, February, 1990,

0. 410, eff. 3-1-90.

Tax 2.02 Reciprocity. (ss. 71.05 (2) and 71.64 (8), Stats.) (1) PURPOSE.
Tllllls segtion explains the reciprocity agreements between Wisconsin and
other states.

(2) DEFINITIONS. The following definitions pertain only to Wisconsin.
Definitions of the same terms in other states may vary. In this section:

(a) “Personal service income’ means all salaries, wages, commissions
and fees earned by an employe and all commissions and fees earned by a
self-employed person in the conduct of a profession or vocation. Personal
service income does not include income derived from activities involving
the substantial use of capital or labor of others.

(b) “Resident”” means a natural person who is domiciled in this state.

(3) WISCONSIN LAW. (a) Under s. 71.05 (2), Stats., income earned by a
nonresident individual for performing personal services in Wisconsin
shall be excluded from Wisconsin gross income to the extent the individ-
ual’s state of residence imposes an income tax on the personal service
income, if the state of residence allows either of the following:

1. A similar exclusion for personal service income earned by individu-
als domiciled in Wisconsin while working in that state.

2. A credit against the tax imposed by that state on the personal ser-
vice income equal to the Wisconsin tax on the personal service income.

(b) Under s. 71.64 (8), Stats., a Wisconsin employer of a nonresident
individual residing in a state with which Wisconsin has a reciprocity
agreement under sub. (4) need not withhold Wisconsin income tax from
personal service income earned in Wisconsin by the nonresident.

(4) AGREEMENTS WITH OTHER STATES. (a) Wisconsin has formal reci-
procity agreements with:

1. Kentucky, for the years beginning on and after January 1, 1961.
Register, June, 1993, No. 450
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In this section, “person” means an individual, a trust, estate, partner-
ship, association, or corporation.

(2) COMPENSATION FOR SERVICES. Under ss. 71.65 (2), 71.71 (2), and
71.72, Stats., all persons carrying on activities within this state, whether
taxable or not under ch. 71, Stats., are required to file with the depart-
ment of revenue, on federal form W-2 or W-2P or on Wisconsin form 9b
or on other forms approved by the department, a statement of certain
payments made within the preceding calendar year. For individuals who
are residents of Wisconsin, the statement shall set forth the salaries,
wages, bonuses, commissions, annuities, pensions, retirement pay, fees
or other remuneration paid for services whether subject to withholding
or not. For individuals who are nonresidents, the statement shall include
all payments for the performance of personal services in Wisconsin,
whether subject to withholding or not, except retirement plan distribu-
tions identified in s. Tax 3.085 as being exempt from Wisconsin income
tax. A copy of federal form 1099 may be filed in lieu of Wisconsin form
9b. The following shall also apply with respect to compensation for
services:

(a) All payments which are wages within the statutory definition
under s. 71.63 (6), Stats., regardless of amount, shall be reported on form

(b) All paymenté which are not wages within the definition under s.
71.63 (6), Stats., but from which Wisconsin income tax has been with-
held, shall be reported on form W-2 or W-2P.

(¢) Payments of $600 or more which are not within the statutory defi-
nition of wages under s. 71.63 (6), Stats., and from which no Wisconsin
income tax has been withheld, shall be reported on a Wisconsin form 9b.
However, if the payment was to an employe for whom a form W-2 is
required under par. (a) or (b), the payment, regardless of amount, shall
be included on form W-2.

(d) All statements required shall be filed by January 31. Forms W-2 or
W-2P shall be mailed or delivered to the Department of Revenue at 4638
Univerity Avenue, P.O. Box 8920, Madison, WI 53708. Form WT-7, An-
nual Reconciliation of Wisconsin Income Tax Withheld From Wages,
shall accompany the wage statements submitted, if the employer is re-
quired to be registered to withhold Wisconsin income taxes from em-
ploye’s wages. Corporations shall mail or deliver Wisconsin forms 9b or
substitute forms to the Department of Revenue at 4638 University Ave-
nue, P.O. Box 8908, Madison, WI 53708. Payors other than corporations
shall mail or deliver Wisconsin forms 9b or substitute forms to the De-
partment of Revenue at 4638 University Avenue, P.O. Box 59, Madison,
‘WI58785. A letter of transmittal identifying the sender shall accompany
the forms 9b or substitute forms.

(e) Sections 71.65 (5) and 71.73 (2), Stats., permit a thirty-day exten-
sion of time to file the forms described in this subsection. A written re-
quest may be sent to the department at P.O. Box 8920, Madison, WI
53708 and to be effective shall be postmarked on or before the due date of
the statements. The department’s approval of the extension shall be at-
tached to the statements when they are filed with the department.

(3) RENTS AND ROYALTIES. All persons making payments of rents and
royalties of $600 or more to individuals who are residents of Wisconsin,
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regardless of where the property is located, and to nonresident individu-
als if the property is located in Wisconsin, shall file with the department
of revenue, on form 9b or an approved substitute form, reporting the
payments made in the preceding calendar year. The following shall also
apply with respect to rents and royalties:

(a) A copy of federal form 1099 may be filed in lieu of Wisconsin form
9b.

(b) Corporations shall file by March 15, by mailing or delivering the
statements to the Department of Revenue at 4638 University Avenue,
P.0. Box 8908, Madison, WI 53708. Payors other than corporations
shall file by April 15, by mailing or delivering the statements to the De-
%3?%%13% of Revenue at 4638 University Avenue, P.O. Box 59, Madison,

(¢) No extensions of time for filing forms 9b or substitute forms to re-
port payments of rents or royalties shall be allowed.

(4) Items to be reported on forms W-2, W-2P, 9b, or substitute forms
may be disallowed as deductions from gross income if not properly
reported.

(5) Payors who participate in the combined federal/state filing pro-
gram with the internal revenue service and report items required to be
filed on a Wisconsin form 9b to the internal revenue service, are not re-
quired to file separate information returns for those items with the de-
partment of revenue.

Note: Under the combined federal/state filing program, the internal revenue service will
forward information from the information returns to the department of revenue.

History: 1-2-56; am. Register, September, 1964, No. 105, eff. 10-1-64, am. Register, Febru-
ary, 1975, No. 230, eff. 3-1-75; am. Register, September, 1977, No. 261, eff. 10-1-77; am. (1),
(8), (4) and (6), er. (7), Register, September, 1983, No. 388, efi. 10-1-83; r. and recr. Register,
June, 1990, No. 414, eff. 7-1-90.

Tax 2.05 Transfers of capital stock, information return. (s. 71.69, Stats.)
(1) All corporations doing business within this state, whether subject to
the franchise or income tax or not, shall file with the department of reve-
nue on or before March 15 of each year reports of transfers of capital
stock, including disposals, by individuals who were residents of Wiscon-
sin during the preceding calendar year.

(2) Transfers of capital stock shall be reported on Wisconsin form 8 or
on other substitute forms approved by the department and shall be
mailed to the Wisconsin Department of Revenue, P.0O. Box 8308, Madi-
son, W1 53708.

Note: Blank forms may be obtained by mail request addressed to Wisconsin Department of
Revenue, P.O. Box 8903, Madison, W1 53708.

History: 1-2-56; am. Register, September, 1964, No. 105, eff. 10-1-64; am. Register, March,
1966, No. 123, off. 4-1-66, am. Register, February 1975, No. 230, eff. 3-1-75; am. Register,
September, 1983 No. 333 eff. 10-1-83; am. Register, July, 1987, No. 379, eff. 8-1-87; r. and
reer. Register, February, 1990 No. 410 eff, 3-1-90.

Tax 2.08 Returns of persons other than eorporations. (ss. 71.03 (2), 71.20
(1) and 71.55 (3), Stats.) (1) For the purpose of filing income tax returns,
the secretary of revenue has designated the following forms for the use of
persons other than corporations:

Register, June, 1991, No. 426
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Note: Refer to s. Tax 2.105 for additional information regarding amended Wisconsin re-
turns required as a result of filing amended federal returns or amended returns of other states
and amended Wisconsin returns required as a result of adjustments made to a federal return
by the Internal Revenue Service.

(b) Because an amended return is not the original return, it shall not
begin or extend the statute of limitation periods for assessing additional
tax or claiming a refund.

(c) If an amended return shows a refund, it shall be filed within 4 years
of the unextended due date of the original return. However, there are 2
exceptions, as follows:

1. A claim for refund of the tax paid as a result of an office audit or field
audit may be filed within 2 years of the date the tax was assessed if no .
petition for redetermination was filed.

2. A claim for refund of the tax paid as a result of a federal audit ad-
justment may be filed within 90 days of the date on which the federal
audit adjustment became final.

Note: Refer to s. Tax 2.105 (4) (a) 1 for information regarding when a federal audit adjust-
ment is final.

(2) ForMs. Amended returns may be filed using form 1X for individu-
als and form 4X for corporations. Other forms may be used, but such
forms shall be clearly marked “AMENDED RETURN?” across the top
of the first page.

Note: 1) The department accepts amended individual income tax and corporate franchise
and income tax returns to allow taxpayers to correct overstatements or understatements of
net income and computations of tax contained on their original, previously amended, or pre-
viously adjusted return.

2) Although the use of forms 1X and 4X is not mandatory, the department prefers that
they be used. They are designed to simplify the filing and expedite the processing of the infor-
mation. Copies may be obtained from any Wisconsin department of revenue office.

History: Cr. Register, August, 1976, No. 248, eff. 9-1-76; am. (1) (a), Register, September,
1983, No. 333, eff. 10-1-83; am, (1) (a) and (b), r. and recr. (1) (¢) and (2), Register, February,
1990, No. 410, eff. 3-1-90.

Tax 2.13 Moving expenses. (s. 71.05 (1) (2)7 and (b)4, 1985 Stats., and
s. 71.07 (5), Stats.)(1) GENERAL. Certain moving expenses qualify for a
deduction in arriving at federal adjusted gross income. When a person
moves into Wisconsin, such expenses are allowed as a deduction in com-
puting Wisconsin adjusted gross income. The deductibility of moving
expenses incurred in moving from Wisconsin was changed for 1975 and
subsequent taxable years by the enactment of s. 71.05 (1) (a)7, Stats.,
which provides for an add modification for “Moving expenses incurred to
move from this state”.

(2) TREATMENT OF MOVING EXPENSES INCURRED IN MOVING FROM WIS~
CONSIN. Moving expenses may be deducted in arriving at federal ad-
justed gross income for federal income tax purposes. Under s. 71.05 (1)
(a) 7, Stats., in determining Wisconsin adjusted gross income an add
modification shall be made for “moving expenses incurred to move from
this state”. This add modification applies when the taxpayer becomes
domiciled in another state, i.e., becomes a nonresident for Wisconsin tax
purpeoses, either on the day he or she moves to the other state or prior to
the move. However, the add modification is not required if the taxpayer
retains his or her Wisconsin domicile after moving to another state and
continues to be subject to Wisconsin’s taxing jurisdiction.

Register, June, 1991, No. 426
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Example: The following example illustrates the add modification for moving expenses for a
taxpayer moving from Wisconsin to New York when the taxpayer’s Wisconsin domicile is not
retained:

Wisconsin Gross Income ' $18,000
New York Gross Income ' 600
Moving Expenses to New York ) (4,000)
Federal Adjusted Gross Income $14,600
*Add Modification for Moving Expenses to New York 4,000
Subtract Modification: New York Gross Income (600)
‘Wisconsin Adjusted Gross Income $18,000

*The $4,000 of moving expenses to New York is entered as an add modification on the
‘Wisconsin income tax return, Form 1.

(3) APPLICABILITY. As a result of 1987 Wis. Act 27 which updated the
reference to the internal revenue code as amended to December 31, 1986,
subs. (1) and (2) do not apply to taxable years 1987 or thereafter. Effec-
tive with taxable year 1987 and thereafter, the internal revenue code al-
lows moving expenses as an itemized deduction rather than as a deduc-
tion in computing adjusted gross income; and for Wisconsin income tax
purposes, under s. 71.07 (5), Stats., moving expenses except expenses to
move from this state, are included in the computation of the itemized
deduction credit.

History: Cr. Register, February, 1978, No. 266, eff. 3-1-78; r. and recr. (2), Register, Sep-

tember, 19883, No. 333, eff. 10-1-83; Cr. (3), Register, February, 1990, No. 410, eff. 3-1-90; r.
and recr. (3), Register, June, 1990, No. 414, eff. 7-1-90.

Tax 2.14 Aggregate personal exemptions. (s. 71.09 (6p) (a) and (b), 1985
Stats.) For taxable years prior to 1986, the aggregate personal exemp-
tions allowable under s. 71.09 (6p) (a) and (b), Stats., when each files a
return, may be divided between husband and wife according to their
choice.

History: 1-2-56; am. Register, February, 1958, No. 26, eff. 3-1-58; am. Register, February,
1960, No. 50, eff. 3-1-60; r. and recr., Register, September, 1964, No. 105, eff. 10-1-64; am.

Reglster, Ma.rch 1966, No. 123, eff. 4—1-66 am. Register, November, 19717, No. 263, eff. 12-1.
77; am. Reg'xster, July, 1989, No. 403, eff. 8—1-89.

Tax 2.15 Methods of accounting for corporatiens. (s. 71.11 (8), 1985
Stats.) (1) No uniform method of accounting can be prescribed for all
corporations, and the law contemplates that each corporation may re-
port its income in accordance with the method of accounting regularly
employed in keeping its books. If no method of aceounting is regularly
employed or if the method employed does not clearly reflect the income,
the department of revenue may preseribe the method to be used. A
method of accounting will not be regarded as clearly reflecting the in-
come unless all items of gross income and all deductions are treated with
reasonable consistency.

(2) Asaresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s eorporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

Hlstory 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. Register, February

1§75 530230 eff, 3—1-75 renum. tobe(l)and am., er. (2),Reg15ter, February, 1990, No. 410
3-1-

Tax 2.16 Change in methed of accounting for corporations. (s. 71.11 (8)
(b), 1985 Stats.) (1) GENERAL. (a) The computation of adjustments nec-
essary for a change in the method of accounting by corporations shall be
made under the provisions of s. 71.11 (8) (b), 1985 Stats.
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(b) A change in a corporation’s method of accounting may involve an
overall change of the entire accounting system or it may involve only a
single item.

(e) No change in the method of accounting used in reporting income
may be made without first obtaining the written permission of the de-
partment. Applications for changes shall be made in the manner de-
seribed in sub. (5).

(d) In changing from a cash basis of accounting to an accrual basis of
accounting, income accrued but not yet collected as of the close of the
year of change shall be added to income actually received in cash during
the year, and expenses accrued but not yet paid as of the close of the year
shall be added to expenses actually paid during the year.

(2) CHANGE IN METHOD OF ACCOUNTING FOR SINGLE ITEMS. Any change
in the accounting treatment of a single item, if “material”, is deemed a
change in the method of accounting under s. 71.11 (8) (b), 1985 Stats. If
an item is ‘“material” for federal income tax purposes, it generally will be
“material’’ for Wisconsin franchise and income tax purposes.

(8) 1953 ACCOUNT BALANCES. (a) Taxpayer-initiated change. On a tax-
payer-initiated change, the net 1953 account balances may not be al-
lowed as an offset in the year of change.

(b) Department-initiated change. 1. On a department-initiated change,
the net 1953 balances shall be allowed as an offset in the year of change in
accordance with the internal revenue code and federal regulations.

2. Net 1958 account balances shall be computed by the taxpayer and
adequately supported by its accounting records in order for them to be
allowed as offsets in the year of change.

3. No offset is available for taxpayers incorporated after December 31,
1953 or in connection with changes involving LIFO inventories.

(c) Paragraphs (a) and (b) shall apply to all tax years open to assess-
ment or refund.

(4) TRANSITIONAL ADJUSTMENTS. The entire impact of a change in
method of accounting shall be reflected in net income of the year of
‘change for Wisconsin franchise and income tax purposes.

Note: Wisconsin’s treatment of transitional adjustments represents a significant difference

from the federal treatment which, in general, permits a 10-year amortization of the net transi-
tional adjustment at the beginning of the year of change.

(5) APPLICATION FOR CHANGE IN METHOD OF ACCOUNTING. (a) Applica-~
tions to use the LIFO inventory method and subsequent changes in in-
ventory accounting method shall be filed with the department pursuant
to s. Tax 2.26. All other applications shall contain the following:

1. Nature of the taxpayer’s business;
2. The method of accounting used in keeping its books;
3. The reason or reasons for requesting the change;

4. A legible copy of federal form 3115, “Application for Change in Ac-~
counting Method”’;
Register, June, 1991, No. 426
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5. Legible copies of all subsequent correspondence with the internal
revenue service pertaining to such application;

6. A statement, and whenever possible a schedule showing the compu-
tation of adjustments to income for each year, which clearly indicate the
manner in which it proposes to effect the change for Wisconsin franchise
or income tax purposes;

7. A copy of the entry, its date and explanatlon made on the books to
accomplish the change or when no book entry is made, the reason for its
absence; and

8. Any other pertinent information.

(b) 1. Applications shall be filed before the end of the taxable year for
which the change is to be effective. The applications shall be in letter
form with supporting schedules and data and mailed to: Wisconsin De-
partment of Revenue, P.0O. Box 8306, Madison, WI 53708.

2. The department has no form comparable to federal form 3115.

(6) APPLICABILITY. As a result of 1987 Wis. Act 27 which generally
federalized Wisconsin’s corporate franchise and income tax law, this sec-
tion does not apply to taxable year 1987 or to taxable years thereafter.

Note: 1) Asto a change in method of accounting for a single item refer to Ladisk Co. v. Dept.
of Revenue, 69 Wis. 2d 723 (1975).

2) As to a change of method of accounting from cash to accrual basis refer to the decisions

" of the Wisconsin Tax Appeals Commission in Streets and Roads Construction Corp. v. Dept. of

Revenue, Docket No. 1-6289 (July 28, 1981) and Wisconsin Radlroad Services Corp. 5. Dept. of
Revenue, Docket No. 1-6813 (June 5, 1985).

3) Refer to ss. Tax 2.25, “Corporation accountmg generally”, and 2.26, “Last-in, first-out
method of mventorymg for corporations”, for departmental 1nterpretatlons with respect to
methods of accounting for inventories.

History: 1-2-56, am. Register, September, 1964, No. 105, eff. 10-1-64; am. Register, Febru-
ary, 1975, No. 230, eff. 3-1-75; am. Register, November, 1977, No. 263, eff. 12-1-77; r. and
recr. Reglster May 1978, No. 269, eff. 6-1-78; am. (1) (a), Register, September, 1983, No.
333, eff. 10-1-83; am. (1) (a), (e), (2) (3) (a), 4) (5) (a) (intro.), 3., 4., 6., 7., (b) 1. and 2., cr.
(6), Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.165 Change in taxable year. (ss. 71.02 (1) (b) and (2) (h) and 71.10
(8m) and (16), 1985 Stats.). (1) DEFINITIONS. In this rule:

(a) “Calendar year’’ means a 12 month period ending on December 31.

(b) “Fiscal year” means a 12 month period ending on the last day of
any month other than December 31.

(¢) “Taxable year’” or ‘“income year’”’ means a calendar year, a fiscal
year or a short period of less than 12 months resulting from a change in
reporting from a calendar to a fiscal, a fiscal to a calendar, or a fiscal to a
different fiscal year and is the period for which the taxable income is
reported.

(2) CORPORATIONS. (a) General. A new corporation may elect the tax-
able year on which it will report. A taxable year must end on the last day
of a month and, if accounting records are kept on a 52-53 week period,
the taxable year shall be considered to end on the last day of the month
closest to the end of the 52-53 week period.
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(b) Change in taxable year. A corporation may not change its taxable
year without first obtaining approval from the department. The request
to change shall be made in writing to the Wisconsin Department of Rev-
enue, P.O. Box 8906, Madison, WI 53708 prior to the close of the pro-
posed new taxable year. The request shall contain the following
information:

1. Name and address of corporation.
2. Taxable year presently used.

3. Proposed taxable year.

4. Effective date of change.

5. Reason for requesting the change.

(c) Computation of tax. The income for the short taxable year shall be
computed on an annual basis and the tax for the short taxable year shall
be a fractional portion of the tax computed on such annual income. Asan
example, in changing from a calendar year to a fiscal year ending Septem-
ber 30, with net income for the 9 month period of $18,000, the tax on the
income of the short taxable year may be computed as follows:

1. Multiply short period income by 12. $18,000 x 12 = $216,000

2. Divide by number of months in the short period to obtain annual-
ized income. $216,000 - 9 = $24,000

3. Compute the tax on the annualized income. Tax on $24,000 equals
$1,676 (1977 rates).

4. Prorate this tax to obtain the tax for the short period.
$1,676 x 9/12 = $1,257.

(3) PERSONS OTHER THAN CORPORATIONS. (a) General. A person other
than a corporation is required to adopt the same taxable year for Wiscon-
sin as for federal income tax purposes. The taxable year is established
with the filing of the first income tax return.

(b) Change in taxable year. For federal purposes, approval is requested
by filing federal form 1128 on or before the 15th day of the second calen-
dar month following the close of the short taxable year for which the
return is required. The change is effected for Wisconsin purposes by at-
taching a copy of form 1128 and the federal approval to the Wisconsin
tax return for the short taxable year, which return is due on or before the
15th day of the 4th month after the end of the short taxable year.

(¢) Computation of tax. The Wisconsin taxable income for the short
taxable year shall be computed on an annual basis. For natural persons,
the tax computed on the annualized income, reduced by the amount for
personal exemptions, is multiplied by the number of months in the short
taxable year and divided by 12. As an example, in changing from a calen-
dar year to a fiscal year ending June 30, with Wisconsin taxable income
for the 6 months of $14,000, and claiming 4 exemptions as of June 30, the
tax on the income of the short taxable year may be computed as follows:

1. Multiply short period income by 12. $14,000 x 12 = $168,000

2. Divide by number of months in the short period to obtain annual-
ized income. $168,000 = 6 = $28,000
Register, June, 1991, No. 426
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3. Compute the tax on the annualized income. Tax on $28,000 equals
$2,5677 (1977 tax rates).

4. Subtract personal exemptions. $2,577 - $80 = $2,497

5. Prorate this tax to obtain tax for the short period. $2,497 x 6/12 =
$1,248.50.

For estates and trusts, the computation is the same except that step 4
(“‘Subtract personal exemptions’™) is omitted; in the example, the tax
equals $1,288.50 ($2,577 x 6/12).

(4) PARTNERSHIPS. (a) General. A partnership is required to adopt the
same taxable year for Wisconsin as for federal income tax purposes. If
federal approval of the taxable year adopted for the first return is re-
quired, a copy of federal form 1128 and approval shall be attached to the
first Wisconsin return filed.

(b) Change in taxable year. If federal approval is required for a change
in taxable year, a copy of the federal form 1128 and the federal approval
shall be attached to the Wisconsin partnership return for the short tax-
able year.

(¢) Computation of income. Partnership income for the short taxable
year shall be determined under the internal revenue code as defined
under s. 71.02 {2) (b), Stats.

(5) APPLICABILITY. As a result of 1989 Wis. Act 31 which generally
federalized Wisconsin’s treatment of taxable years, this section does not
apply to taxable years beginning on or after August 1, 1988.

History: Cr. Register, February, 1979, No. 278, eff. 3-1-79; cr. (5), Register, June, 1991,
No. 426, eff. 7-1-91.

Tax 2.19 Instalment method of accounting for corporations. (s. 71.11 (8),
1985 Stats.). (1) Subject to the approval of the department of revenue, a
sale or other disposition by a corporation of real property, or a casual sale
or other casual disposition of personal property, other than personal
property of a kind which would properly be included in the inventory of
the taxpayer if on hand at the close of the taxable year, may be reported
on the instalment basis. On the instalment basis there shall be reported
as income from the instalment sale in any taxable year that proportion of
the instalment payments actually received in that year which the gross
profit realized or to be realized when payment is completed, bears to the
total contract price.

Note: Refer to Castle Corporation vs. Wis. Dept. of Revenue, 142 Wis. 2d 716 (1987).

(2) Use of the instalment method, in each instance, shall be conditional
upon the implied agreement of the corporation to take into income in any
year in which it distributes the instalment obligation, the unreported
balance of gain on the instalment sale or exchange. But the transfer of an
instalment sale obligation by merger or consolidation pursuant to s.
71.368 (1) (a) 1, 1985 Stats., is not a distribution by the merged or con-
solidated corporation as long as the surviving or consolidated corpora-
tion continues to report the gain to the state.

Note: Refer to Falls Communications, Inc. o. Wis. Dept. of Revenue, 131 Wis. 2d 545 (1986).
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(3) The instalment method shall not be permitted with respect to any
instalment sale or exchange made subsequent to adoption of a plan of
liquidation to which s. 71.8337, 1985 Stats., applies.

(4) Corporations regularly engaged in the business of selling personal
property and keeping records on the instalment basis will be required to
report for franchise or income tax purposes on the accrual basis.

(5) The expenses incident to each instalment sale or exchange must be
deferred on the same basis that the profit arising from the sale or ex~
change is deferred.

(6) When property is sold or exchanged on the instalment basis at a
loss, the loss may not be deferred beyond the taxable year in which the
sale or exchange takes place.

(7) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. (2), Register, March, 1966, No. 123, eff. 4-1-66; r. and recr. Register,

October, 1966, No. 130, effective with respect to income years beginning on and after January

1, 1967; am. Register, February, 1975, No. 230, eff. 3-1-75; am. (1), Register, September,

%983, No. 333, eff. 10-1-83; am. (1) to (3) and (6), cr. (7), Register, July, 1989, No. 403, eff. 8-
-89.

Tax 2.20 Accounting for acceptance corporations, dealers in commercial
paper, mortgage discount companies and small loan companies. (s. 71.11
(8), 1985 Stats.) (1) Except as otherwise provided in sub. (2), acceptance
corporations and dealers in commercial paper shall report the diseount
on the purchase of paper as income in the year of purchase.

(2) Acceptance corporations and dealers in commercial paper may
elect to report their income on the deferred profit basis, provided that
their books and records are kept on that basis and provided further that
both the deferment of income, and the expenses incurred in producing
the income are made in accordance with generally accepted accounting
principles and practice. The election of or change to the deferred profit
basis shall be made before the close of the year for which the return is
made, and after having made the election or change, the deferred profit
basis of reporting shall be adhered to in all subsequent periods. Those
corporations which report their income on the acerual method are not
required to obtain authorization from the department to change from
the method under sub. (1) to the deferred profit basis if notice of this
change is given to the department in writing before the close of the year
in which the change is to be made.

(8) Where the records of acceptance corporations and dealers in com-
mercial paper are kept on the deferred profit basis, schedules shall be
attached to the tax returns clearly setting forth the unrealized profit ac-
counts and reconciling the income and surplus per books with net
income.

(4) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; correction in (1) made under s. 13.93 (2m) (b) 4, Stats., Register, July,

y: -
1987, No. 379; am. (1), renum. (2) and (3) to be (3) and (2) and am., cr. (4), Register, July,
1989, No. 403, eff. 8-1-89.
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Tax 2.21 Accounting for incorporated contractors. (ss. 71.11 (8), 1985
Stats. and 71.25 (5), Stats.) (1) The general rules for reporting income on
the accrual basis apply to incorporated contractors except that, in the
case of contracts upon which work is performed in 2 or more consecutive
taxable years, the percentage of completion basis may be used provided
such basis clearly reflects the income taxable under ch. 71, Stats. Under
the percentage of completion method, a portion of the total contract
price is treated as sales for the current period. This portion may be deter-
mined by an engineer’s or an architect’s estimate or by another method
which will clearly reflect the income realized to date. The difference be-
tween the sales thus determined and the actual cost incurred, adjusted
for inventories of materials at the end of the year, is reported as gain or
loss for the taxable year.

(2) The profit on jobs taken on a cost plus basis and uncompleted at
the close of a taxable year shall be computed in accordance with the
terms of the contract and reported at that time, and may not be deferred
until the year in which the contract is completed.

(3) The income derived from the performance of construction activi-
ties within Wisconsin by a nonresident contractor is attributable to Wis-
consin and is subject to the Wisconsin franchise or income tax. If the
operations in Wisconsin of the nonresident contractor are part of a uni-
tary business, the apportionment method shall be used to determine
Wisconsin i income, and the separate accounting method may not be used
without permission from the department.

(4) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, subs. (1) and (2) do not
apply to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. (1), Register, March, 1966, No. 123, eff. 4-1-66; am. Register, Febru-
ary, 1975, No. 230, eff. 3-1-75; am. (1) and (2), r. and reer. (8), cr. (4), Register, July, 1989,
No. 403, eff. 8-1-89.

Tax 2.22 Accounting for incorporated dealers in securities. (s. 71.11 (8),
1985 Stats.) (1) Dealers in securities shall report for franchise or income
tax purposes on the accrual method of accounting.

(2) Inventories of securities held for sale shall be reported on a consis-
tent basis conforming to that used in the trade or business.

(8) Securities held for investment purposes shall be reported at cost,
and any increase or decrease in value shall be reported only at the time of
sale.

(4) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; r. and recr. Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.24 Accounting for incorporated retail merchants. (s. 71.11 (8), 1985
Stats.) (1) The “retail method” of valuing inventories is acceptable when
it is consistently followed and adequate records are kept. When a change
is made to the retail method of valuing inventories from another method
of valuing inventories, the difference between the beginning inventory,
taken on the old basis, and the beginning inventory, taken on the basis of
the “retail method,” will constitute an increase or decrease in income for
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the year in which the change is made. Retail merchants shall report all
other items of income and expense on the accrual method.

(2) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon~
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am., cr. (2), Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.25 Corporation accounting generally. (s. 71.11 (8) and (9), 1985
Stats.) (1) In a business requiring the use of inventories, income is prop-
erly computed by the acerual method of acecounting. Inventories taken in
accordance with the best aceounting practice in the trade or business and
used by the taxpayer to clearly reflect income are accepted.

(a) Except for other methods of computing inventory recognized in
this chapter, the 2 most commonly used bases in valuing inventories are
cost and lower of cost or market.

(b) Whether the cost or the lower of cost or market basis of valuing
inventories is used, the basis adopted must be applied with reasonable
consistency to the entire inventory, and no change from one basis to the
offcher will be permitted without written permission from the department
of revenue.

(2) Inventories and inventory records must be preserved as a part of
the accounting records of the taxpayer and available for examination
and verification.

(3) As aresuit of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. (1) (b), Register, September, 1964, No. 105. eff. 10-1-64; am. Register,
Februar;g %975, No. 230, eff. 3-1-75; am. (1) (intro.) and (a), er. (3), Register, July, 1989, No.
403, eff. 8-1-89.

Tax 2.26 “Last in, first out” method of computing inventory for corpora-
tions. (s. 71.11 (9), 1985 Stats.) Any corporation permitted or required to
take inventories pursuant to s. 71.11 (9), 1985 Stats., may elect to com-
pute its inventory in accordance with the method provided by section
472 of the internal revenue code, provided that:

(1) The same method of computing inventory is used in reporting in-
come to the internal revenue service, and the inventories used in report-
ing income to the internal revenue service and to the department of reve-
nue agree both as to computation and amounts except as provided in
sub. (5).

(2) Except as otherwise provided in this section, the change to and the
use of the last in, first out method of inventorying shall be subject to and
conditioned upon all of the regulations promulgated with respect to this
method of computing inventory by the internal revenue service.

(8) A statement of election to use the last in, first out method shall be
filed with the department of revenue in the same form as required by the
internal revenue service, and shall be filed with the return for the taxable
year in which the change is to be made effective. The opening inventory
for the period in which the election to change is exercised shall be taken
on the basis previously accepted and approved.
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(4) Except as provided in sub. (5), any corporation which has been
computing its inventory for Wisconsin franchise or income tax purposes
in accordance with s. 472 of the internal revenue code and which has been
authorized or directed by the internal revenue service to change its
method of inventory valuation for federal income tax purposes shall also
change its method of inventory valuation for Wisconsin franchise or in-
come tax purposes. To correlate its Wisconsin basis with the federal ba-
sis, the opening inventory for the taxable year in which the change is
made shall be reported on the basis previously aceepted and approved
whereas the closing inventory shall be on the new method of valuation.
No adjustment is to be made to the closing inventory of the preceding
taxable year. Notice of the change in method shall be filed with the re-
turn on which it is effective and shall be supported by a copy of the au-
thorization or order to change inventory method for federal income tax
purposes.

(5) Any corporation which has been authorized or directed by the in-
ternal revenue service to treat the cutting of timber as a sale or exchange
of timber for purposes of computing its federal income tax liability and
has included in its inventory for federal income tax purposes, the excess
of the fair market value of the timber over its adjusted basis, may ex-
clude from its inventory, for Wisconsin franchise or income tax purposes,
the excess of the fair market value of the timber over its adjusted basis,
or may, with the consent of the department of revenue, include the excess
in its inventory for Wisconsin franchise or income tax purposes subject
to the conditions the department may prescribe.

(6) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. (2) and (6), and cr. (7), Register, March, 1960, No. 51, eff. 4-1-60; am.
intro. par., (6) and (7), Register, March, 1966, No. 123, eff. 4-1-66; am. Register, February,
1975, No. 230, eff. 3-1-75; am. (5), (6) and (7), Register, September, 1983, No. 333, eff. 10-1-
83; r. (1) and (5), renum. (2) to (4) and (6) and (7) to be (1) to (5) and am., cr. (6), Register,
July, 1989, No. 403, eff. 8-1-89.

Tax 2.30 Property located outside Wisconsin — depreciation and sale.
(ss. 71.05(12) (a), (b) and (e), (15), (16), (17) and (18) and 71.04 (1) (a),
Stats.) (1) ScopE. This section applies only with respect to resident indi-
viduals, estates, and trusts.

(2) DEFINITION. In this secton, “internal revenue code’” means the in-
ternal revenue code in effect for the taxable year specified in s. 71.01 (6),
Stats. .

Example: For taxable year 1988, “internal revenue code’ means the internal revenue code
in effect on December 31, 1987.

(3) RESIDENT INDIVIDUALS, ESTATES, AND TRUSTS. Income or loss de-
rived from property and business located outside Wisconsin by resident
individuals, estates, and trusts, is taxable or deductible as appropriate
under ch. 71, Stats. Except as provided in sub. (4), the basis for deprecia-
tion and for determmmg gain or loss on disposition of property for these
taxpayers is the same as the basis determined under the internal revenue
code, whether the property was acquired before becoming or while a resi-
dent of this state.

(4) EXCEPTIONS. (a) When an individual acquires a new residence, the
adjusted basis of the new residence is not reduced for nonrecognized gain
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f;'om the sale or exchange of an old residence located outside Wisconsin
if:

1. The sale or exchange of the old residence occurred in taxable year
1975 or thereafter when the individual was not a resident of Wisconsin;
or

2. The sale or exchange of the old residence occurred before taxable
year 1975, whether the individual was a resident or not at the time of the
sale or exchange.

(b) When an individual sells or exchanges a prineipal residence located
outside Wisconsin and the nonrecognition of gain provisions do not ap-
ly, the adjusted basis of the residence sold or exchanges is not reduced
or nonrecognized gain from any previous sale or exchange of a principal
residence located outside Wisconsin if:

1. The previous sale or exchange occurred in taxable year 1975 or
thereafter when the indiwdual was not a resident of Wisconsin; or

2. The previous sale or exchange occurred before taxable year 1975,
Wh(;lther the individual was a resident or not at the time of the sale or
exchange.

Example: A taxpaﬁer becomes a Wisconsin resident on July 1, 1988. Prior to becoming a
‘Wisconsin resident the taxpayer had owned several different homes. Each time 2 new home
was acquired, the federal nonrecognition of gain provisions applied with respect to the gain
realized from the sale of the previous home. Upon becoming a Wisconsin resident, the tax-
payer owned a home in Missouri with a federal adjusted basis of $65,000 ($95,000 cost, less
$30,000 of gains postponed from prior sales). The Missouri home was sold for $97,000 in Au-

t 1988. The ta.xpp.ﬁer decides not to purchase a new residence. The Wisconsin adjusted

asis of the Missouri home is $95,000.

(e) For residential real property and certain agricultural real property
placed in service during taxable year 1986, depreciation and gain or loss
on disposition of the property shall be computed under the internal reve-
nue code in effect on December 31, 1980. unless: .

1. The property is placed in service out-of-state by a taxpayer during
taxable year 1986 before the taxpayer becomes a Wisconsin resident. In
this case, the property’s adjusted basis and depreciation are the same as
the amounts allowable for federal tax purposes.

Example: A taxpayer becomes a Wisconsin resident on January 1, 1987. Prior to that date,
the taxpayer is an Iilinois resident. On July 1, 1986, the taxpayer purchases and places in
service residential real property located in Illinois. On the taxpayer’s 1987 Wisconsin return,
the taxpayer’s adjusted basis and depreciation on this property will be the same as the
amounts shown on the taxpayer’s 1987 federal return. The taxpayer does not have to recom-
%ute the basis of the property and depreciate it using one of the methods permitted under the

ecember 31, 1980 Code.

2. The property located out-of-state is acquired in a transaction occur-
ring in taxable year 1986 or thereafter where the basis of the property in
the hands of the transferee is the same as the adjusted basis of the prop-
erty in the hands of the transferor. The adjusted basis of the property on
the date of the transfer is the same as the federal adjusted basis.

Example: A taxpayer is a Wisconsin resident. The taxpayer receives by gift on January 1,
1986, residential real property located in Illinois. The adjusted basis of the property to the
donor, transferor, is $200,000. In acquiring the property by gift, the taxpayer, transferee,
receives the same adjusted basis in the property as the transferor. The Wisconsin adjusted
basis will be the federal adjusted basis on January 1, 1986.

Note: 1) In the case of Wisconsin Department of Revenue vs. Romain A. Howick, 100 Wis. 2d
274 (1981), the Wisconsin supreme eourt held that for the purpose of determining 2 losson a
sale, the basis of property located outside Wisconsin acquired before the owner became a
Wisconsin resident is the basis determined under the internal revenue code. In this section the
same principle is applied to gains realized on the disposition of such property. This principle
was codiﬁeuP into s. 71.05 (1) (m), Stats., by 1985 Wis. Act 261, effective for the earliest taxa-
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ble year in respect to which additional assessments or refunds may be made. Section 71.05 (1)
(n) and (o), Stats., was also created by 1985 Wis. Act 261 to provide exceptions with respect
to a principal residence effective for the same period of time. Section 71.05 (1), (m), (n), and
(o), Stats., was renumbered s. 71.05 (12) (a), (b), and (¢), Stats., by 1987 Wis. Act 312.

2) Section 71.07 (1), Stats., was amended by Chapter 39, Laws of 1975, effective with the
1975 taxable year. Prior to the 1975 taxable year, income or loss derived from real property or
tangible personal property followed the situs of the property from which derived. Section
giéw (1), Stats., was renumbered ss. 71.04 (1) (a) and 71.362 (1), Stats., by 1987 Wis. Act

History: Cr. Register, April, 1978, No. 268, eff. 5-1-78; r. and recr. (3), Register, July, 1982,
No. 319, eff. 8-1-82; r. (2), renum (1) to be (2) andam er. (1) and (4), am. (3), Register,
June, 1990, No. 414, eff. 7-1-90.

Tax 2.31 Taxation of personal service income of nonresident professional athletes. History: Cr.
Register, December, 1980, No. 300, eff. 1-1-81; r. Register, June, 1993, No. 450, eff. 7-1-93

Determination of Income from Multistate Operations

Tax 2.39 Apportionment method. (ss. 71.04 (4), (5), (6), (7), (9), (10)
and (11) and 71.25 (5), (6), (7), (8), (9), (11) and (12), Stats.) (1) GEN-
ERAL. Except as provided in sub. (3) (a), any person, except resident
individuals, resident estates and resident trusts, engaged 1n business
both within and without Wisconsin shall report by the statutory appor-
tionment method when the person’s business in Wisconsin is an integral
part of a unitary business unless the department, in writing, allows re-
porting on a different basis.

Note: Refer to ss. 71.04 (4) and 71.25 (6), Stats.
(2) DEFINITIONS. In this section:
(a) “Apportionable income’ has the meaning in s. 71.25 (5) (a), Stats.

_ (b) “Engaged in business within and without Wisconsin” means hav-
ing business activity which is sufficient to create nexus in Wisconsin and
at least one other state or foreign country.

(c) “Gross receipts’’ means gross sales less returns and al]lowances, plus
service charges, freight, carrying charges or time-price differential
charges incidental to the sales. Federal and state excise taxes, including
sales and use taxes, shall be included as part of the receipts if the taxes
are passed on to the purchaser or included as part of the selling price of
the product.

(d) “Nexus” means that a taxpayer’s business activity in a state or
foreign country is of such a degree that the state or foreign country has
jurisdiction to impose an income tax or franchise tax measured by net
Income on the taxpayer. Nexus may exist even if a state or foreign coun-
try does not impose a tax on the taxpayer. Conversely, voluntary filing
and paying income or franchise taxes when not required to do so, or pay-
ing a fee for qualification, organization or for the privilege of domg busi-
ness in that state or foreign country does not, in itself, create nexus.

Note: Refer to s. Tax 2.82 for a description of factors which are recognized in determining
whether nexus exists.

Examples: 1) State A imposes a corporation franchise tax measured by net income for the
privilege of doing business in that state. Corporation X files a return and pays the $50 mmz-
mum tax, although it carries on no activities in State A. Corporation X does not have “nexus”
in State A under these circumstances.

2) State B requires all nonresident corporations which qualify or register to do business in
State B to pay to the Secretary of State an annual license fee or tax for the privilege of doing
business in the state regardless of whether the privilege is in fact exercised. The amount paid is
determined according to the total authorized capital stock of the corporation; the rates are
progressively higher by bracketed amounts. The statute sets a minimum fee of $50 and a
maximum fee of $500. Failure to pay the tax bars a corporation from utilizing the state courts
for enforcement of its rights. State B also imposes a corporation income tax. Nonresident
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Corporation Y is qualified to do business in State B and pays the required fee to the Secretary
of State but does not carry on any activities in State B other than utilizing its courts. Corpo-
ration Y does not have “nexus” in State B under these circumstances.

3) State C requires all nonresident corporations qualified or registered to do business in
State C to pay to the Secretary of State an annual permit fee or tax for doing business in the
state. The base of the fee or tax is the sum of (1) outstanding capital stock, and (2) surplus and
undivided profits. The fee or tax base attributable to State C is determined by a three-factor
apportionment formula. Nonresident Corporation Z, which o%erates_ a plant in State C, patys
the required fee or tax to the Secretary of State. Corporation Z by virtue of its operation of a
plant in State C has “nexus” in State C.

4) State D imposes a corporation franchise tax measured by net income for the privilege of
doing business in that state. Corporation W files a return based upon its business activities in
the state but the amount of computed Iiability is less than the minimum tax. Corporation W
pays the minimum tax. Corporation W has “nexus’ in State D under these circumstances.

5) Corporation U is actively engaged in manufacturing farm equipment in State E. State E
imposes a net income tax but exempts corporations engaged in manufacturing farm equip-
ment. Corporation U has “nexus” in State E under these circumstances.

6) Corporation V has a sales office and warehouse located in State F. State F doesn’t impose
a corporation franchise or income tax. Corporation V has “nexus” in State F.

St(i) ‘“‘Nonapportionable income’” has the meaning in s. 71.25 (5) (b),
ats.

(f) “State” means any state of the United States, the District of Co-
lumbia, the Commonwealth of Puerto Rico, and any territory or posses-
sion of the United States. A foreign country is not a state.

(3) APPORTIONMENT FRACTION. (a) For the reporting of income for the
purposes of franchise or income taxation, all businesses except financial
organizations and public utilities as defined in ss. 71.04 (8) and 71.25
(10), Stats., shall use an apportionment fraction composed of a sales fac-
tor representing 50% of the fraction, a property factor representing 25%
of the fraction and a payroll factor representing 25% of the fraction.
Property, payroll or sales related to the production of nonapportionable
income described in s. 71.04 (1) and (4) or 71.25 (5) (b), Stats., may not
be included in either the numerator or the denominator of any of the
apportionment factors. If one of these factors is omitted pursuant to s.
71.04 (10) or 71.25 (11), Stats., the percentages of the fraction repre-
sented by the remaining factors shall be adjusted as follows:

1. If either the property factor or payroll factor is omitted, the other
factor shall represent 33% % of the fraction and the sales factor shall
represent 66% % of the fraction.

2. If the sales factor is omitted, the property factor and the payroll
factor shall each represent 50% of the fraction.

Note: See ss. Tax 2.46, 2.47, 2.48, 2.49, 2.50 and 2.505 for special apportionment fractions
of interstate air carriers, motor carriers, pipelines, finance companies, public utilities and pro-
fessional sports clubs.
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(d) Player contracts, franchises, etc. Income from player contract trans-
actions, franchise fees, and other similar sources shall be excluded from
the numerator and the denominator of the sales fraction.

History: Cr. Register, December, 1980, No. 300, eff. 1-1-81; am. (1) to (3) (intro.), (¢) and
(d), Register, July, 1989, No. 403, eff. 8-1-89.

Gross Income

Tax 2.51 Rent received by corporations from Wisconsin real estate. (s.
71.03 (1) (b), 1985 Stats.) (1) Rentals must be included in the gross in-
come when they accrue or are actually received by the taxpayer, depend-
ing 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.

(2) Asaresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; renum. to be (1), cr. (2), Register, February, 1990, No. 410, eff. 3-1-90.

Tax 2.53 Stock dividends and stock rights received by corperations. (ss.
71.03 (1) (d) and (k), 71.8305 and 71.307 (2), 1985 Stats.) (1) Basrs. If a
shareholder receives new stock or stock rights as a distribution on old
stock held before the distribution and under s. 71.305 (1), 1985 Stats.,
the distribution is not includable in gross income, then except as pro-
vided in s. 71.307 (2), 1985 Stats., the basis of the old stock with respect
to which the distribution was made shall be allocated between the old
and new stocks or rights in proportion to the fair market values of each
on the date of distribution. If a shareholder receives new stock or stock
rights as a distribution on old stock held before the distribution, and
under s. 71.805 (1), 1985 Stats., a part of the distribution is not includ-
able in gross income, except as provided in s. 71.307 (2), 1985 Stats., the
basis of the old stock with respect to which the distribution is made shall
be allocated between the old and new stocks or rights 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 the distribution which is includable
in gross income, pursuant to s. 71.305 (2), 1985 Stats. The date of distri-
bution 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
in this subsection will apply to the stock rights only if these rights are
exercised or sold.

(2) ExcepTION. Under s. 71.307 (2), 1985 Stats., the basis of rights to
buy stock which is excluded from gross income under s. 71.305 (1), 1985
Stats., shall be zero if the fair market value of the rights on the date of
distribution 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 for all
the rights received by the shareholder in a particular distribution and
includes all the stock of the same class owned by the shareholder in the
issuing corporation at the time of the distribution. The election to allo-
cate basis to rights shall be in the form of a statement attached to the
shareholder’s return for the year in which the rights are received. This
statement shall disclose the number of shares of the old stock owned by
the shareholder on the date of distribution, the basis of these 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
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to the rights for which the election was made. Any shareholder making
this 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.

(3) APPLICABILITY. As a result of 1987 Wis. Act 27 which generally
federalized Wisconsin’s corporate franchise and income tax law, this sec-
tion does not apply to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. (1) (intro.), renum. (1) (a) to be (2) and am., er. (3), Register, July,
1989, No 403 eff. 8-1-89.

Tax 2.56 Insurance proceeds received by corporations. (s. 71.03 (1) (d),
1985 Stats.) (1) Generally, interest on insurance proceeds paid to policy
owners or beneficiaries is includable in income.

(2) Under an interest option clause in which all the principal proceeds
are retained and interest is paid on the principal periodically, the interest
is includable in income.

(3) Under an income option clause in which the principal proceeds and
interest on the proceeds are paid in periodical instalments to the policy
owner, the interest paid is includable in income.

(4) When, under an income option clause chosen by the beneficiary,
payments are made to the beneficiary, the interest paid is includable in
income.

(58) When, under an income option clause designated by the insured,
payments are made to the beneficiary and the instalment payments are
made under the insurance contract, no part of the payment is includable
in income.

(6) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon~
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56, r. (1), (3) (b), (3) {c) and (3) (d) and renum. (2) to be (1) and (8} (a )to be
(1) (d), Register, Mareh, 1966, No. 123, eff. 4-1-66; am. (1) (intro.), renum. {1) (a) to (d) to be
(2} to (5) and am., cr. (6), Register, July, 1989, No 403, eff. 8-1-89.

Tax 2.57 Annuity payments received by corporations. (s. 71.03 (1) (k),
1985 Stats.) (1) AMOUNTS INCLUDABLE IN INCOME. Annuity payinents
under an endowment or annuity contract are income to the extent of any
payment after the Wisconsin adjusted tax basis has been recovered.
However, when the contract provides for the separation of the periodic
payments into principal and interest, the interest so received is income
when received.

(2) APPLICABILITY. As a result of 1987 Wis. Act 27 which generally
federalized Wis. corporate franchise and income tax law, sub. (1) does
not apply to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; renum. to be (1) and am., cr. (2), Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.60 Dividends on stock sold ““short” by corporatiens. (s. 71.03 (1)
(d), 1985 Stats.) (1) DIVIDENDS PAID BEFORE DELIVERY. When stock is
sold “short” for later delivery and a dividend is paid before delivery, the
purchaser, as owner of the borrowed stock, receives the dividend and
shall include the dividend in taxable income. The amount credited to the
lender of the stock and charged to the “short’ seller is income upon
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which the lender is subject to tax. The amount charged to the “short”
seller becomes part of the cost of the stock sold.

(2) APPLICABILITY. As a result of 1987 Wis. Act 27 which generally
federalized Wisconsin’s corporate franchise and income tax law, sub. (1)
does not apply to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; renum. to be (1) and am., er. (2), Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.63 Dividends accrued on stock. (s.71.03 (1) (d), 1985 Stats.) (1)
AMOUNT INCLUDABLE IN INCOME. In the case of stock purchased by a
corporation between dividend dates, the entire amount of the future div-
idend when received is income to the purchaser and must be included in
its income. The amount advanced by the purchaser to the seller in con-~
templation of the next dividend payment is an investment of capital and
becomes part of the cost of the stock purchased.

(2) APPLICABILITY. As a result of 1987 Wis. Act 27 which generally
federalized Wisconsin’s corporate franchise and income tax law, sub. (1)
does not apply to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; renum. to be (1) and am.,
er. (2), Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.65 Interest received by corporations. (ss. 71.03 (1) (¢), 1985 Stats.,
and 71.26 (2), Stats.) (1) In general, all interest is includable in the in-
come by which the franchise tax is measured, including interest received
on monies invested in obligations of the United States government and
its instrurentalities and agencies. If a corporation is not subject to the
franchise tax, but is subject to net income taxation, interest on federal
obligations is not taxable, but interest on postal savings and federal tax
refunds is taxable. Profit or loss on the sale or other disposition of federal
obligations is a taxable gain or deductible loss for purposes of both the
franchise tax measured by net income and the net income tax.

(2) Interest is deemed to be received when accrued or received in cash,
depending upon the method of accounting used by the taxpayer corpora-
tion. Interest becomes taxable to a corporation reporting on a cash basis
when it is made available to it. Coupons on bonds which are due but have
not been cashed are considered as received provided that the cash for
payment of the coupons is available. Accrued interest paid on bonds pur-
chased between interest payment dates shall be treated as a deduction
from the interest received.

(8) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, sub. (2) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am, (1) and (2), cr. (3},
Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.70 Gain or loss on capital assets of corporations; basis of determin-
ing. (s. 71.03 (1) (g), 1985 Stats.) (1) Profits or losses resuiting from the
sale or other disposition of capital assets are ordinarily taxable income or
deductible losses for the year in which the sale or other disposition takes
place. In certain cases of real estate sales involving deferred payments,
the profit may be treated as not wholly realized in the year of sale and
may be deferred in accordance with the terms of payment.

Note: Refer to 5. Tax 2.19.
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(2) The fair market value at January 1, 1911, shall be determined in
the light of the facts and circumstances known as of that date. In the
absence of competent evidence to the contrary, cost less depreciation
sustained to January 1, 1911 will be considered the fair market value as
of that date. The method of arriving at the January 1, 1911 value shall be
clearly set forth in the franchise or income tax returns.

(3) Stocks, bonds and other securities are considered as capital assets
when held by a person other than a dealer in securities. The profit or loss
on sale or other disposition of securities is, therefore, determined in the
same manner and on the same basis as that used for other capital assets.

Note: Refer to s. Tax 2.22.

(4) In determining the profit or loss on the sale of stock received as a
stock dividend, the total Wisconsin adjusted tax basis of the original
shares on which the dividend was declared is allocated to the new and old
shares with due regard to the fair market value of the new and old shares
at the date of the dividend.

(5) As aresult of 1987 Wis. Act 27 which generélly federalized Wiscon-
sin’s corporate franchise and income tax law, subs. (1), (2) and (3) do not
apply to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. (1) (intro.), renum. (1) (a) to (¢) to be (2) to (4) and am., cr. (5),
Register, July, 1989 No. 403, eff. 8-1-89.

Tax 2.72 Exchanges of property by corporations generally. (s. 71.03 (1)
(g), 1985 Stats.) (1) Except when specifically provided by ch. 71, Stats.,
where property is exchanged for other property which has a fair market
value, a taxable gain or deductible loss may be realized, and the fair mar-
ket value shall be treated as the price realized for the property exchanged
and the cost price of the property received, for purposes of future sale.
When the property received in exchange has no determinable market
value, the property received takes the place of the property exchanged,
and no profit or loss is recognized, and in the event of future sale, the
adjusted tax basis of the original property exchanged becomes the basis
for computing the gain or loss on the property received in exchange.

(2) Except when specifically provided by ch. 71, Stats., where property
of 2 different kinds is received in exchange for property, one kind having
a determinable fair market value and the other no determinable fair mar-
ket value, the gain is measured by the excess of the fair market value of
the property received over the adjusted tax basis of the property ex-
changed. The property received which has no determinable fair market
value is considered as having no cost in case of future sale, the entire
proceeds of the sale being income. If the adjusted tax basis of the prop-
erty exchanged is in excess of the fair market value of the property re-
ceived in exchange, the excess shall be taken as the adjusted tax basis of
the property received which has no determinable fair market value, no
loss being recognized.

(8) In general there are 3 types of exchanges upon which exemption
from tax may be claimed:

(a) Exchanges made pursuant to a plan of reorganization. .

(b) Exchanges in which the property received in trade has no determi-
nable market value.
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(c) Exchanges of property held for productive use or investment pur-
suant to s. 71.03 (5), 1985 Stats.

(4) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, February, 1958, No. 26, eff. 3-1-58; r. (4) (¢) and renum. (4)
(d) to be (4) () and am., Register, March, 1966, No. 123, eff. 4-1-66; r. (3) and renum. (4) to
be (3), Register, February, 1975, No. 230, eff. 3-1-75; am. (1), (2) and (3) (¢}, cr. (4), Register,
July, 1989, No. 403, eff. 8-1-89.

Tax 2.721 Exchanges of property held for productive use or investment by
corporations. (s. 71.03 (5), 1985 Stats.) (1) Property held for productive
use in a trade or business may be exchanged without recognition of gain
or loss for property of a like kind held for investment as well as for prop-
erty of a like kind held for productive use in a trade or business, and
similarly, property held for investment may be exchanged without recog-
nition of gain or loss for property of a like kind held for productive use in
trade or business as well as for property of a like kind held for
investment.

(2) Thephrase “of a like kind’” has reference to the nature or character
of the property and not its grade or quality. One kind or class of property
may not be exchanged tax free for property of a different kind or class.

Examples: 1) Unimproved real estate may be exchanged for unimproved real estate with~
out recog-r]gtlon of gain or loss by a taxpayer not a dealer in real estate, because the properties
are “like kind

2) If unimproved real estate is exchanged for personal property, gain or loss is recognized,
since the properties are not “like kind.”

3) In an exchange of real estate for real estate by a dealer in real estate, gain or loss is
recognized, since the property is part of its stock in trade.

Note: For taxable years prior to 1984, if the property transferred was located in Wisconsin,
nonrecognition of gain or loss is only apphcable if the property acquired was located in Wis-
consin. For the taxable year 1984 and subsequent taxable years, s. 71.03 (5), 1985 Stats., was
amended to remove the requirement that the replacement property be located in Wisconsin in
order to qualify for nonrecognition of gain or loss.

(3) A leasehold interest in land cannot be exchanged tax free for a fee
title unless the lease has 30 years or more to run.

(4) Where, as part of the consideration to the taxpayer, another party
to the exchange assumed a liability of the taxpayer or acquired from the
taxpayer property subject to a liability, the assumption or acquisition in
the amount of the liability shall be considered as money received by the
taxpayer on the exchange.

(5) Asaresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter.

History: Cr. Register, February, 1958, No. 26, eff. 3-1-58; am. Register, March, 1966, No.
123, eff. 4-1-66; am. (1) and (4), cr. (5), Register, July, 1989, No. 403, eff. 8-1-89.

Tax 2.73 Involuntary conversion by corporations. (s. 71.03 (1) (g) 3,1985
Stats.) (1) In all cases of gain on involuntary conversion where such gain
is not recognized for franchise or income tax purposes, the property ac-
quired in the replacement is deemed to take the place of the property
destroyed for purposes of depreciation, depletion and profit or loss on
subsequent saie or other disposition.
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(2) In all cases of mvoluntary conversion which result in losses, such
losses are allowable in the year in which the conversion takes place.

(8) (a) For 1980 and preceding taxable years, this section does not ap-
ply when insurance money received on the conversion of Wisconsin as-
sets is used in replacement outside of Wisconsin. In this case, the gain or
loss shall be reported in the year of conversion.

(b) For 1981 and subsequent taxable years, this section does not apply
when insurance money received on the conversion of nonbusiness assets
located in Wisconsin is used in replacement with similar property outside
of Wisconsin. Also, this section does not apply when insurance money
received on the conversion of business assets located in Wisconsin is used
in replacement with similar property outside of Wisconsin, and at the
time of replacement, the taxpayer is not subject to taxation under ch. 71,
Stats. In these cases the gain or loss shall be reported in the year of
conversion.

(4) Asaresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, subs. (1), (2) and (8) do not
apply to taxable year 1987 or to taxable years thereafter.

: History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. (3), Register, Septem-
ber, 1983, No. 333, eff. 10-1-83; cr. (4), Register, February, 1990, No. 410, eff. 3-1-90.

Tax 2.75 Recoveries by corporations. (s. 71.03 (1) (k), 1985 Stats.) (1)
Recoveries of items previously charged off as loss or as expense are in-
come in the year of recovery.

(2) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. (1), cr. (2), Register,
February, 1990, No. 410, eff. 3-1-90.

Tax 2.76 Refunds of taxes to corporations. (s. 71.03 (1) (k), 1985 Stats.)
(1) Refunds of federal, state or local taxes together with interest thereon
which were allowed as deductions from gross income in previous years
are includable in net income.

(2) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123,'eff. 4-1-66; am. (1), cr. (2), Register,
February, 1990, No. 410, eff. 3-1-90.

Tax 2.80 Improvements on leased real estate, income to corporate lessor.
(s. 71.03 (1) (k), 1985 Stats.) (1) If 1mpr0vements are made on leased
property and the life of such improvements extends beyond the terms of
the lease, the lessor derives income at the expiration of the lease mea-
sured by the fair market value of the improvements at that time.

(2) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. (1), cr. (2), Register,
February, 1990, No. 410, eff. 3-1-90.
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Tax 2.81 Damages received by corperations. (s. 71.03 (1) (k), 1985
Stats.) (1) Damages may result in inceme when recovered on account of
injury to property or interference with property rights, when the
amounts received as damages are in excess of the adjusted basis of the
property destroyed. Damages, including punitive damages, recovered
for libel of business reputation, breach of contract, or antitrust injury,
are includable in income.

(2) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon~
sin’s corporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. (1), cr. (2), Register,
February, 1990, No. 410, eff. 3-1-90.

Tax 2.82 Nexus. (ss. 71.01 (1) and (2) and 71.10 (1), Stats.) (1) DEFINI-
TIONS. In this rule:

(a) “Representative’” does not include an independent contractor. A
person may be considered a representative even though he or she may
not be considered an employe for other purposes such as the withholding
of income tax from commissions. If a person is subject to the direct con-
trol of the foreign corporation, he or she may nof qualify as an indepen-
dent contractor under P.L. 86-272. (Herff Jones Company v. State Tazx
Commission, Oregon Supreme Court, August 23, 1967, 430 P. 24 998.)

(b) “Business location” includes a repair shop, parts department, pur-
chasing office, employment office, warehouse, meeting place for directors,
sales office, permanent sample or display room, research facility or a rec-
reational facility for use of employes or customers. A residence of an em-
ploye or representative is not ordinarily considered a business location of
the employer unless the facts indicate otherwise. It could be considered a
business location under one or more of the following conditions: a portion
of the residence is used exclusively for the business of the employer, the
employe is reimbursed or paid a flat fee for the use of this space by the
employer; the employe’s phone is listed in the yellow pages under the
name of the employer; the employe uses supplies, equipment or samples
furnished by the employer; or the space is used by the employe to inter-
view prospective employes, hold sales meetings, or discuss business with
customers.

(2) BACKGROUND. (a) Every domestic corporation (one incorporated
under Wisconsin’s laws), except those exempt under s. 71.01 (3) Stats.,
and every “licensed” foreign corporation (one not incorporated in Wis-
consin) is required to file a complete corporation franchise/income tax
return (form 4 or 5) regardless of whether or not business was transacted.

(b) A foreign corporation is “licensed” if it has obtained a Certificate
of Authority from the Wisconsin secretary of state to transact business
in this state pursuant to s. 180.801, Stats. A “licensed’’ foreign corpora-
tion is presumed to be subject to Wisconsin franchise/income taxes.

(¢) An unlicensed foreign corporation is subject to Wisconsin
franchise/income taxes if it has “nexus” with Wisconsin. The purpose of
this rule is to provide guidelines for determining what constitutes
“nexus’’, that is, what business activities are needed for a foreign corpo-
ration to be subject to Wisconsin franchise/income taxes.
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(3) FEDERAL LIMITATIONS ON TAXATION OF FOREIGN CORPORATIONS.
(a) Federal constitutional provisions. 1. Article I, Section 8 of the U.S.
Constitution grants congress the power to regulate commerce with for-
eign nations and among the several states. States are prohibited from
levying a tax which imposes a burden on interstate or foreign commerce.
However, this does not mean states may not impose any tax on interstate
commerce. A state tax on net income from interstate commerce which is
fairly attributable to the state is constitutional. (Northwestern States
Portland Cement Co. v. Minnesota; Williams v. Stockham Valves & Fit-
tings, Inc., 858 U.S. 450, 79 S. Ct. 357.)

2. Section I of the 14th Amendment protects taxpayers within any
class against discrimination and guarantees a remedy against illegal
taxation.

(b) Federal Public Law 86-272. 1. Under Public Law 86-272, a state
may not impose its franchise/income tax on a business selling tangible
personal property, if the only activity of that business is the solicitation
of orders by its salesman or representative which orders are sent outside
the state for approval or rejection, and are filled by delivery from a point
outside the state. The activity must be limited to solicitation. If there is
any activity which exceeds solicitation, the immunity from taxation
under Public Law 86-272 is lost.

2. This law, enacted by congress in 1959, does not extend to:

a. Those businesses which sell services, real estate or intangibles in
more than one state;

b. Domestic corporations; or

c. Foreign nation corporations, i.e., those not incorporated in the
United States.

3. If the only activities in Wisconsin of a foreign corporation selling
tangible personal property are those described below (a and b) such cor-
poration is not subject to Wisconsin franchise/income taxes under P.L.
86-272:

a. Usual or frequent activity in Wisconsin by employes or representa-
tives soliciting orders for tangible personal property which orders are
sent outsjde this state for approval or rejection.

b. Solicitation activity by non-employe independent contractors, con-
ducted through their own office or business location in Wisconsin.

(4) WHAT CONSTITUTES “NEXUS”. (a) Factors. If a foreign corporation
has one or more of the following activities in Wisconsin, it is considered
to have ‘“nexus” and shall be subject to Wisconsin franchise/income
taxes:

1. Maintenance of any business location in Wisconsin, including any
kind of office.

2. Ownership of real estate in Wisconsin.

3. Ownership of a stock of goods in a public warehouse or on consign-
ment in Wisconsin.
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4. Ownership of a stock of goods in the hands of a distributor or other
non—employe representative in Wisconsin, if used to fill orders for the
owner’s account.

5. Usual or frequent activity in Wisconsin by employes or representa-
tives soliciting orders with authority to accept them.

6. Usual or frequent activity in Wisconsin by employes or representa-
tives engaged in a purchasing activity or in the performance of services
(including construction, installation, assembly, repair of equipment).

7. Operation of mobile stores in Wisconsin (such as trucks with driver-
salespersons), regardless of frequency.

8. Miscellaneous other activities by employes or representatives in
Wisconsin such as credit investigations, collection of delinquent ac-
counts, conducting training classes or seminars for customer personne] in
the operation, repair and maintenance of the taxpayer’s products.

9. Leasing of tangible property and licensing of intangible rights for
use in Wisconsin.

10. The sale of other than tangible personal property such as real es-
tate, services and intangibles in Wisconsin.

11. The'perfc')rman_ce of construction contracts and personal services
contracts in Wisconsin.

(b) How to obtain ruling. The guidelines in par. (a) as to what activities
constitute ‘“nexus’” should not be considered all-inclusive. A ruling may
be requested about a particular foreign corporation as to whether it is
subject to Wisconsin franchise/income taxes by writing to the Wisconsin
Department of Revenue, Audit Technical Services Section, P.0O. Box
8906, Madison, WI 53708.

History: Cr. Register, January, 1979, No. 277, eff. 2-1-79.

Tax 2.83 Requirements for written elections as to recognition of gain in
certain corporation liguidatiens. (ss. 71.02 (2) (¢) and (d), 71.317 (3) and
71.338, 1985 Stats.) (1) To qualify for the benefits of section 333 of the
internal revenue code in computing Wisconsin net income, a qualified
electing shareholder, other than a corporate shareholder, shall file with
the department federal form 964 in accordance with the instructions con-
tained thereon within 30 days of the adoption of the plan of liquidation.

(2) To qualify for the benefits of s. 71.333, 1985 Stats., a corporation,
other than an excluded corporation, that is a qualified electing share-
holder, shall file with the department federal form 964 in accordance with
the instructions contained thereon within 30 days of the adoption of the
plan of liquidation.

(3) Another copy of the form 964 shall be attached to and made a part
of the shareholder’s income or franchise tax return for the taxable year in
which the transfer of all the property under the liquidation occurs.

(4) Once made, an election may not subsequently be changed.

(5) Written elections shall be mailed to the Wisconsin Department of
Revenue, P.O. Box 8908, Madison, WI 53708.
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(6) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, this section does not apply
to taxable year 1987 or to taxable years thereafter except if a corporation
elects, under s. 3047 (1) (¢) of the Act to apply to the transaction ss.
71.301 to 71.872, 1985 Stats.

History: Cr. Re%wter January 1979, No. 277, eff. 2-1-79; am. (1), Register, September,
1983, No. 333, eff. 1-83; am. (1), (2) and (4),cr (6), Register, July, 1989, No. 403, eff. 8-1-
89.

Tax 2.86 Income to corporations from cancellation of government con-
tracts. (s. 71.03 (1) (k), 1985 Stats.) (1) Amounts claimed under can-
celled government contracts not reported in the return for the year in
which the claim was filed shall be included as income in the year in which
the claim is allowed.

(2) As aresult of 1987 Wis. Act 27 which generally federalized Wiscon-
sin’s corporate franchise and income tax law, sub. (1) does not apply to
taxable year 1987 or to taxable years thereafter.

History: 1-2-56; am. Register, March, 1966, No. 123, eff. 4-1-66; am. (1), cr. (2), Reglster,
Februa.ry 1990, No 410, eff. 3-1-90.

Tax 2.87 Reduction of delinquent interest rate under s. 71.13 (1) (b),
Stats. ( s. 71.13 (1) (b), Stats.) (1) PROCEDURES. The secretary may re-
duce the delinquent interest rate from 18% to 12% per year when the
secretary determines the reduction fair and equitable, if the person from
whom delinquent taxes are owing:

(a) Requests the reduction in writing, addressed to the Wisconsin De-
partment of Revenue, Delinquent Tax Collection System, P.0O. Box
8901, Madison, WI 53708.

(b) Clearly indicates why it is fair and equitable for the rate of interest
to be reduced. Information regarding one or more of the factors under
sub. (2) may be indicated.

(e) Is current in all return and report filings and tax payments for all
matters other than the delinquencies for which interest reduction is be-
ing sought.

(d) Pays the taxes, reduced amount of interest and any penalties asso-
ciated with them within 30 days of receiving notice from the department
of the reduction.

(2) FACTORS FOR SECRETARY’'S CONSIDERATION. In determining
whether an interest rate reduction is fair and equitable, the secretary
may consider the following factors:

(a) The taxpayer’s prior record of reporting and payment to the
department.

(b) The taxpayer’s financial condition.

(c) Any circumstances which may have prevented payment such as
death, imprisonment, hospitalization or other institutionalization.

(d) Any unusual circumstances which may have caused the taxpayer
to incur the delinquency or prevent its payment.

(e) Any other factor which the secretary believes pertinent.
Register, June, 1991, No. 426



