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Single Sales Factor Apportionment

Implementation of Single Sales Factor Apportionment for Corporations That
Currently Use the Standard S-Factor Apportionment Formula and Financial

Organizations

A. Phased-in Implementation

1/1. Amend sec. 71.04(4) as provided in LRB 0095/1, section 1675, page 826,
lines 8 through 11 only.

D{Create sec. 71.04(4)(a) as provided in LRB 1309/1, page 240, lines 13

through 17. SL
i-

*&/Create sec. 71.04(4)(am) as provided in LRB 1309/1, section 1675bb.

’ >
1/4. Create sec. 71.04(4)(p) as provided in LRB 0095/1, section 1675c.

1/ 5. Create sec. 71.04(4)(¢) as provided in LRB 0095/1, section 1675d.

*
V6. Create sec. 71.04(4)9({) as follows:
(% 7

\/ 71.04(4)gé) For taxable years beginning after December 31, 2000, and
N before January 1, 2003, the apportionment fractions for financial

U'yﬁi organizations shall be determined pursuant to emergency rules of the
a> department. For taxable years beginning after December 31, 2002, for
b financial organizations, an apportionment fraction composed of the receipts

4/@5 ? factor as determined pursuant to rules of the department.
\]i/. ~Amend sec. 71.04(5)(intro.) as provided in LRB 009511, section 1676.

8. Amend sec. 71.04(6)(intro.) as provided in LRB 0095/1, section 1677.

\Amend sec. 71.04(7)(d) to refer to sub. (6), 1997 stats.
A‘l’Oﬁ\mend sec. 71.04(10) as provided in LRB 0095/1, section 1682r.

| A1.Amend sec. 71.25(6) as provided in LRB 0095/1, section 1729, page 874,
lines 15 through 18 only.

U’ﬁ. Create sec. 71.25(6)(a) as provided in LRB 130911, page 253, lines 1

(\jrough 5.
3.Create sec. 71.25(6)(am) as provided in LRB 1309/1, section 1729bb.






MC ate sec. 71.25(6)(b) as provided in LRB 0095/1, section 1729c.

. Create sec. 71.25(6)(c) as provided in LRB 0095/1, section 1729d.
L/‘I{Amend sec. 71.25(7)(intro.) as provided in LRB 0095/1, section 1730.
Vfﬁmend sec. 71.25(8)(intro.) as provided in LRB 0095/1, section 1731.

18.Amend sec. 71.25(9)(d) to refer to sub. (8), 1997 Stats.
%mend sec. 71.25(11) as provided in LRB 0095/1, section 1738r.

Note: Under current law, certain multistate corporations and noncorporate
entities (such as partnerships and LLCs) use a 3-factor formula to attribute a
portion of their income to Wisconsin. The factors used are a property factor,
payroll factor, and double-weighted sales factor. Under these amendments, the
sales factor would become the only factor used. These changes would NOT
affect insurance companies, public utilities, airlines, motor carriers, railroads, or
pipeline companies. For taxable year beginning after Dec. 31,2000, the sales
factor would be 63% and payroll and property would each be 18.5%. For taxable
year beginning after Dec. 31, 2001, the sales factor would be 85% and the
payroll and property factors would each be 7.5%. For taxable years beginning
after Dec. 31, 2002, the apportionment fraction would be based on 100% sales.
For financial organizations which currently use two factors, the department would
phase-in single factor over the same timeframe by administrative rule. For
taxable years beginning after Dec. 31, 2002, financial organizations would have a
single receipts factor.

II. Implementation of Single Sales Factor Apportionment for Insurance Companies
A. Phased-In Implementation
. Apaénd sec. 71.45(3)(intro.) as provided in LRB 0095/1, section 1750.

. . Amend sec. 71.45(3)(a) as provided in LRB 0095/1, section 1751, but
change “by” to “with” on line 25.

V Renumber and amend sec. 71.45(3)(b)1 as provided in LRB 0095/1
section 1752, page 940, lines 3 through 6.

L¢/F\’enumber and amend sec. 71.45(3)(b)2 as follows:
2. Compensation is paid edtside in this state if the individual's service
is performed entirely ewtside in this state; or the individual's service is

performed both within and without this state, but the service performed



within without is incidental to the individual's service witheuwt within this
state; or some service is performed witheut within this state and the base
of operations, or if there is no base of operations, the place from which the
service is directed or controlled is witheut in this state, or the base of
operations or the 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 eutsida in this state.

. Create sec. 71.45(3)(c) as follows:

71.45(3)(c)1. For taxable years beginning after December 31, 2000,
and before January 1, 2002, a domestic insurer that is subject to
apportionment under this subsection shall multiply the net income figure
derived by application of sub. (2) by an apportionment fraction composed
of the percentage under par. (a) representing 63% of the fraction and the
percentage under par. (b)l representing 37% of the fraction.

2. For taxable years beginning after December 31, 2001, and
before January 1, 2003, a domestic insurer that is subject to
apportionment under this subsection shall multiply the net income figure
derived by application of sub. (2) by an apportionment fraction composed
of the percentage under par. (a) representing 85% of the fraction and the
percentage under par. (b)l representing 15% of the fraction.

3. For taxable years beginning after December 31, 2002, a
domestic insurer that is subject to apportionment under this subsection
shall multiply the net income figure derived by application of sub. (2) by

the percentage under par. (a).



6. Amend sec. 71.45(3m) as follows:

71.45(3m) ARITHMETIC AVERAGE. Hae Except as provided in

sub. (3)(c), the arithmetic average of the 2 percentages referred to in sub.

(3) shall be applied to the net income figure arrived at by the successive
lication of sub. (2)(a) and (b) with respect to Wisconsin insurers to
which sub. (2)(a) and (b) applies and which have celiested received

premiums, other than life insurance premiums, written &per for insurance;

property or risks resident, located or to be performed outside this state, to

arrive at Wisconsin income constituting the measure of the franchise tax.

Note: Under current law, multistate health, accident, property, and casualty
insurance companies that are organized under Wisconsin law use a 2-factor
formula to attribute a portion of their income to Wisconsin. The factors used are a
payroll factor and a premiums factor. Under these amendments, the premiums
factor would become the only factor used. In addition, the premiums factor would
be expanded to include assumed premiums written for reinsurance as well as
direct premiums written.

Implementation of Single Sales Factor Apportionment for Public Utilities

)

as follows:

B. Phased-In Implementation
1. Create sec. 71.04(7)(
71.04(7)(dy) For a pipeline company operating within and without
this state, the numerator of the sales factor shall include the number of
traffic units in this state during the taxable period. The denominator of the
sales factor shall include the number of traffic units everywhere during the
taxable period. “Traffic unit” means the transportation for a distance of one

mile of one barrel of oil, one gallon of gasoline or one thousand cubic feet

of natural or casinghead gas, or other appropriate measure of product.



2/ Renumib& and amend sec. 71.04(8)(b) as follows:

(b)L “Public utility”, as used in this section, means any business
entity which owns or operates any plant, equipment, property, franchise,
or license for the transmission of communications or the production,
transmission, sale, delivery, or furnishing of gas, electricity, water or
steam, the rates of charges for goods or services of which have been
established or approved by a federal, state or local government or

governmental agency. This subdivision does not apply to taxable years

beginning after December 31, 2000.

2. “Public utility” also means any business entity providing service
to the public and engaged in the transportation of goods and persons for
hire, as defined in s. 194.01(4), regardless of whether or not the entity’s
rates or charges for services have been established or approved by a
federal, state or local government or governmental agency.

3. Create sec. 71.25(9)(dv) as follows:

71.25(9)(:1/{F0r a pipeline company operating within and without
this state, the numerator of the sales factor shall include the number of
traffic units in this state during the taxable period. The denominator of the
sales factor shall include the number of traffic units everywhere during the
taxable period. “Traffic unit” means the transportation for a distance of one
mile;",of one barrel of oil, one gallon of gasoline or one thousand cubic feet

f natural or casinghead gas, or other appropriate measure of product.

4 4. Renumber and amend sec. 71.25(10)(b) as follows:



(b)1. In this section, “public utility” means any business entity which
owns or operates any plant, equipment, property, franchise, or license for
the transmission of communications or the production, transmission, sale,
delivery, or furnishing of gas, electricity, water or steam, the rates of
charges for goods or services of which have been established or approved
by a federal, state or local government or governmental agency. This

paragraph does not apply to taxable years beginning after December 31,

2000.

2. “Public utility” also means any business entity providing service
to the public and engaged in the transportation of goods and persons for
hire, as defined in s. 194.01(4), regardless of whether or not the entity’s
rates or charges for services have been established or approved by a

federal, state or local government or governmental agency.

2

Z—

Note: Under current administrative rules, multistate public utilities use the 3-
factor apportionment formula with single-weighted sales. Under these
amendments, public utilities would use just a receipts factor to attribute a portion
of their income to Wisconsin.

.—=> 5. In addition, make the changes und &r|.B
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Analysis by the Legislative Reference Bureau

Under current law, when computing corporate intome taxes and franchise
taxes, a formula is used to attribute a portion of a corpofation’s income to this state.
The formula has three factors: a sales factor, a propeyty factor and a payroll factor.
The sales factor represents 50% of the formula and tiie property and payroll factors
each represent 25% of the formula. When computing income taxes and franchise
taxes for an insurance company, a formula with a pr¢gmium factor and a payroll factor

_is used to attribute a portion of an insurance company’s 1ncome to this state.

—,

Under this bill, beginning on January 1, 2002, the sales factor will be the only
factor used to attribute a portion of a corporation’si 1ncome to this state. The property
and payroll factors will be decreased, and eventually phased out, over the next three
years as the sales factor is 1ncreased and becomes the only factor. Beginning on
d anuary 1,2002, the premlum factor will be the only factor used to attribute a portion
of an insurance company’s income to this state. The payroll factor will be decreased,
and eventually\phased out, over the next three years|

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

T3

The people of the state of Wisconsin,fepresented in senate and assembly, do
enact as follows:

SECTION 1. 71.01 (12m)6f the statutes is created to read: Q
A, mmwxﬁa
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W SEcCTION 1

71.01 (12m) “Traffic unit” means/(\;:ransport oy for Pmilefa barrel of oil, a gallon
of gasoline or 1,000 cubic feet of natural or casinghead gas.
SECTION 2. 71.04 (4) of the statutes is renumbered 71.04 (4) (intrg) and

amended to read:

71.04 (4)@ NONRESIDENT ALLOCATION AND APPORTIONMENT FORMU@

Nonresident individuals and nonresident estates and trusts engaged in business

within and without the state shall be taxed only on such income as is derived from
business transacted and property located within the state. The amount of such
income attributable to Wisconsin may be determined by an allocation and separate
accounting thereof, when the business of such nonresident individual or nonresident
estate or trust within the state is not an integral part of a unitary business, but the
department of revenue may permit an allocation and separate accounting in any case
in which it is satisfied that the use of such method will properly reflect the income
taxable by this state. In all cases in which allocation and separate accounting is not
permissible, the determination shall be made in the following manner: for all
businesses except financial organizations, public utilities, railroads, sleeping car
companies and car line companies there shall first be deducted from the total net

income of the taxpayer the part thereof (less related expenses, if any) that follows the

situs of the property or the residence of the recipient. The remaining net income shall

or- the following:

SECTION 3. 71.04 (4) (a) of the statutes is created to read:

71.04 (4) (a) For taxable years beginning before January 1, 2001, an

4
apportionment fraction composed of a sales factor under sub. (7) representing 50%
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SECTION 3

/

of the fraction, a property factor under sub. (5) representing 25% of the fraction and
a payroll factor under sub. (6) representing 25% of the fraction.

SECTION 4. 71.04 (4) (b) of the statutes is created to read:

71.04 (4) (b) For taxable years beginning after December 31, 2000, and before
January 1, 2002, an apportionment fraction composed of a sales factor under sub. (?)
representing 63% of the fraction, a property factor under sub. (5/) representing 18.5%
of the fraction and a payroll factor under sub. (6I§ representing 18.5% of the fraction.

SECTION 5. 71.04 (4) (c) of the statutes is created to read:

71.04 (4) (c) For taxable years beginning after December 31, 2001, and before
January 1, 2003, an apportionment fraction composed of a sales factor under sub. (7)
representing 85% of the fraction, a property factor under sub. (5) representing 7.5%
of the fraction and a payroll factor under sub. (6) representing 7.5% of the fraction.

SECTION 6. 71.04 (4) (d) of the statutes is created to read:

71.04 (4) (d) For taxable years beginning after December 31, 2002, an
apportionment fraction composed of the salég factor under sub. (7{

SECTION 7. 71.04 (4) (e) of the statutes is created to read:

71.04 (4) (e) For taxable years beginning after December 31, 2000, and before
January 1, 2003, the apportionment fraction for the remaining net income of a
financial institution shall be determined by emergency rule by the department under
s. 227.24 (1). For taxable years beginning after December 31, 20(l)/2, the
apportionment fraction for the remaining net income of a financial institution shall
be a receipts factor as determined by rule by the department.

SECTION 8. 71.04 (5) (intro.) of the statutes is amended to read:

71.04 (5) PROPERTY FACTOR. (intro.) For purposes of sub. (4) and for taxable

years beginning before January 1,200::
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SECTION 9

SECTION 9. 71.04 (6) (intro.) of the statutes is amended to read:

71.04 (6) PAYROLL FACTOR. (intro.) For purposes of sub. (4) and for taxable years

v
beginning before January 1, 2003:

SECTION 10. 71.04 (7) (d) of the statutes is amended to read:

71.04 (7) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the

business shall be deemed to have been performed in the state to which compensation

— &. 7/-04

is allocated by&[6), 1997 stats.

SecTioN 11. 71.04 (7) (dm) of the statutes is created to read:

71.04 (7) (dm) For a pipeline company operating in and outside this state, the
numerator of the sales factor shall include the number of traffic units in this state
during the taxable year and the denominator of the sales factor shall include the total

s everywhere
number of traffic units/(ﬁng the taxable year.

SECTION 12. 71.04 (8) (b) of the statutes is renumbered 71.04 (8) (b) 1. and
amended to read: /

71.04 (8) (b) 1. “Public utility”, as used in this section, means any business
entity which owns or operates any plant, equipment, property, franchise, or license
for the transmission of communications or the production, transmission, sale,
delivery, or furnishing of electricity, water or steam, the rates of charges for goods or

services of which have been established or approved by a federal, state or local
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SECTION 12

government or governmental agency,) This subdivision does not apply to taxable

ears beginning after December 31 2000

((,oub/l c
étlhty alsomeans any business entity providing service to the public

and engaged in the transportation of goods and persons for hire, as defined in s.
194.01 (4), regardless of whether or not the entity’s rates or charges for services have
been established or approved by a federal, state or local government or governmental
agency.

SECTION 13. 71.04 (10) of the statutes is amended to read:

state efWiseensin and required to apportion its income as provided in this section,
it shall be shown to the satisfaction of the department of revenue that the use of any
one of the 3 factors provided under sub. (4) gives an unreasonable or inequitable final
average ratio because of the fact that such nonresident individual or nonresident
estate or trust does not employ, to any appreciable extent in its trade or business in
producing the income taxed, the factors made use of in obtaining such ratio, this
factor may, with the approval of the department of revenue, be omitted in obtaining

the final average ratio which is to be applied to the remaining net income. This

subsection does not apply to taxable vears beginnin ; after December 31, 2002.

22

23

24

25

> SeC. #. ¢K5 7/.22 (10 wm) g
71.22 (10m) “Trafflc unit” ﬁ‘ea jtranspor fivg for &mlle[ arrel of oil, ﬁgallon
of gasoline or 1,000 cubic feet of natural or casinghead gas.

SECTION 14. 71.25 (6) of the statutes is renumbered 71.25 (6) (intro.) and
amended to read:
71.25 (6) ALLOCATI ONANDSEPARATEACCOI JNTI NGANDAPPORTI ONMENTFORMULA.

/ V L g
(intro.) Corporations engaged in business within and without the state shall be taxed
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SECTION 14

only on such income as is derived from business transacted and property located
within the state. The amount of such income attributable to Wiscoln/sin may be
determined by an allocation and separate accounting thereof, when the business of
such corporation within the state is not an integral part of a unitary business, but
the department of revenue may permit an allocation and separate accounting in any
case in which it is satisfied that the use of such method will properly reflect the
income taxable by this state. In all cases in which allocation and separate accounting
IS not permissible, the determination shall be made in the following manner: for all
businesses except financial organizations, public utilities, railroads, sleeping car
companies, car line companies and corporations or associations that are subject to
a tax on unrelated business income under s. 71.26 (1) (a) there shall first be deducted

from the total net income of the taxpayer the part thereof (less related expenses, if

any) that follows the situs of the property or the residence of the recipient. The

remaining net income shall be apportioned to TAT,; this_state by use of an

a- the following:
SECTION 15. 71.25 (6) (a) of the statutes is created to read:

71.25 (6) (a) For taxable years beginning before January 1, 2001, an
apportionment fraction composed of a sales factor under sub.‘(mepresenting 50%
of the fraction, a property factogr under sub. (6representing 25% of the fraction and
a payroll factor under sub. (6/). representing 25% of the fraction.

SECTION 16. 71.25 (6) (b) of the statutes is created to read:

71.25 (6) (b) For taxable years beginning after December 31, 2000, and before q

January 1, 2002, an apportionment fraction composed of a sales factor under sub. (§)



PGB o 0o O ~ o S

12
13
14
15
16
17
18
19
20
21
22
23

24

1999 - 2000 Legislature —7- LRB 212377

SECTIOI\i”EI...é
R

representing 63% of the fraction, a property factor under sub. (§) representing 18.5%
of the fraction and a payroll factor under sub. ({) representing 18.5% of the fraction.

SECTION 17. 71.25 (6) (c) of the statutes is created to read:

71.25 (6) (c) For taxable years beginning after December 31, 2001, and before
January 1, 2003, an apportionment fraction composed of a sales factor under sub. (()
representing 85% of the fraction, a property factor gunder sub. ({) representing 7.5%
of the fraction and a payroll factor under sub. (q() representing 7.5% of the fraction.

SECTION 18. 71.25 (6) (d) of the statutes is created to read:

71.25 (6) (d) For taxable years beginning after December 31, 2002, an
apportionment fraction composed of the sales factor under sub. ({)q

SECTION 19. 71.25 (6) (e) of the statutes is created to read:

71.25 (6) (e) For taxable years beginning after December 31, 2000, and before
January 1, 2003, the apportionment fraction for the remaining net income of a
financial institution shall be determined by emergency rule by the department under
s. 227.24 (1). For taxable years beginning after December 31, 2002, the
apportionment fraction for the remaining net income of a financial institution shall
be a receipts fac‘t/or as determined by rule by the department.

SECTION 20. 71.25 (7) (intro.) of the statutes is amended to read:

71.25 (7) ProPeRTY FACTOR. (intro.) For purposes of sub. (5) and for taxable

ear inning before January 1, 2003:
SECTION 21. 71.25 (8) (intro.) of the statutes is amended to read:
71.25 (8) PavraL FACTGR. (intro.) For purposes of sub. (5) and for taxable vears

beginning before January 1.2003:
SECTION 22. 71.25 (9) (d) of the statutes is amended to read:
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SECTION 22

71.25 (9) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the

business shall be deemed to have been performed in the state to which compensation

5. 70,25

is allocated byﬂab:]@), 1997 stats.

SECTION 23. 71.25 (9) (dm) of the statutes is created to read:

71.25 (9) (dm)lgr a pipeline company operating in and outside this state, the
numerator of the sales factor shall include the number of traffic units in this state
during the taxable year and the denominator of the sales factor shall include the total

evexyLwhe re.
number of traffic units/during the taxable year.

SECTION 24. 71.25 (10) (b) of the statutes is renumbered 71.25 (10) (b) 1. and
amended to read:

71.25 (10) (b) 1. In this section, “public utility” means any business entity
which owns or operates any plant, equipment, property, franchise, or license for the
transmission of communications or the production, transmission, sale, delivery, or
furnishing of electricity, water or steam the rates of charges for goods or services of

which have been established or approved by a federal, state or local government or

governmental agency.| This subdivision does not annlv to taxable vears beginning

(24 eu.bl:(-

after December 31, 2000. T s sedrio®y)

tility” also means any business entity providing service to the public

]

and engaged in the transportation of goods and persons for hire, as defined in s.

194.01 (4), regardless of whether or not the entity’s rates or charges for services have
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SECTION 24

been established or approved by a federal, state or local government or governmental
agency. ﬂ 07,771"’042 7%//‘

SECTION 25. 71.25 (11) ofthe statutes is amgnded to read:

71.25( 11) DEPARTI\/ENT Y WAIVE FACTOR. ere, in the case of any corporation
engaged in businessawithin/and witheut—the /state of Wisconsin and required to
apportion its income as pro;rided in sub. (6), it shall be shown to the satisfaction of
the department of revenue that the use of any one of the 3 factors provided in sub.
(6) gives an unreasonable or inequitable final average ratio because of the fact that
such corporation does not employ, to any appreciable extent in its trade or business
in producing the income taxed, the factors made use of in obtaining such ratio, this
factor may, with the approval of the department of revenue, be omitted in obtaining
the final average ratio which is to be applied to the remaining net income. This
subsection does not apply to taxable vears beginning after December 31.2002.

SECTION 26. 71.28 (4) (a) of the statutes is amended to read:

71.28 (4) (a) Credit. Any corporation may credit against taxes otherwise due
under this chapter an amount equal to 5% of the amount obtained by subtracting
from the corporation’s qualified research expenses, as defined in section 41 of the

internal-revenue—code Internal Revenue Code, except that “qualified research

expenses” includes only expenses incurred by the claimant, incurred for research
conducted in this state for the taxable year, except that a taxpayer may elect the
alternative computation under section 41 (c) (4) of the Internal Revenue Code and
that election applies until the department permits its revocation and except that
“qualified research expenses” does not include compensation used in computing the
credit under subs. (Idj) and (Idx), the corporation’s base amount, as defined in

section 41 (c) of the internalrevenue-cede Internal Revenue Code, except that gross
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SECTION 26

receipts used in calculating the base amount means gross receipts from sales
Vv
attributable to Wisconsin under s. 71.25 (9) (b) 1. and 2. and, (d) Snct(dm}t i o n

41 (h) of the internalrevenueeede_Internal Revenue Code does not apply to the credit

under this paragraph. fw&'/

SECTION 27. 71.45 (3) (intro.) of the statutes is amended to read:

71.45 (3) APpPorTI ONVENT.  (intro.) Withrespeet Except as provided in

to determine Wisconsin income for purposes of the franchise tax, domestic insurers

not-engaged-in the sale-ef life-insurance-but-whieh that, in the taxable year, have

eolleected received premiums, other than life insurance nremiums, written on

subjeets-of for insurance on nropertv or risks resident, located or to be performed
outside this state&here shall be-subtracted—frem multiply the net income figure

derived by application of sub. (2)

— by the arithmetic average of the followin  percentages: |,

3
SECTION 1751. 71.45 ( 3) (a) of the statutes is amended to read\ (0}/01‘“"
71.45 (3) (a) The Subject to the perce@gmdetermmed by dividing the
il (34
sum élrect premiums written for insurance other

than life insurance,

this state. and assumed nremiums written for reinsurance. other than life insurance,

with respect to all nronertv and risks resident. located or to be nerformed in this

state, bv the sum of direct nremiums written for insurance on all nronertv and risks,

v
be—performed—nrimmembleis- state wherever located. In this paragraph, “direct
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remiums” means direct premium renorted for the taxable vear on an annual

statement that is filed bv the insurer with the commissioner of insurance. In this

aragraph, “ i ” i remiums_from

domestic _insurance companies as renorted for the taxable vear on _an annual

statement that is filed with the commissioner of insurance.

SECTION 28. 71.45 (3) (b) of the statutes is renumbered 71.45 (3) (b) 1. and
amended to read: ¢
71.45 (3) (b) 1. The Subject to m@% the percentage of determined by dividing
- . (34
the pavroll, exclusive of life insurance payroll, pai ] i

by total payroll, exclusive of life insurance payroll, paid eve&here in the taxable

year as-reflects-suclicompen
” . ?//
ompensation)is paid eutside In this state if the individual’s service is

performed entirely eutside in this state; or the individual's service is performed both

in_and outside this state, but the service performed within

outside this state is incidental to the individual’s service witheut in this state; or

1
some service is performed witheut in this state and the base of operations, or if there

v’

is no base of operations, the place from which the service is directed or controlled is
without In this state, or the base of operations or the 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 eutside in this state.

'\
SECTI ON 29.71.45 (3;@ of the statutes is created to read:
d 4 (o)

71.45 (%@% or taxable years beginning after December 31, 2000, and before
—@Phase 11 ; domestic Insavers, (Tx

January 1, 2002, a domestic insurer that is subjéct to apportionment Y¥nderfthis

subs&ion shall multiply the net income figure derived by the application of sub. (2)

by an apportionment fraction composed of the percentage under ()é representing

b (3
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SECTION 29

L)

N
63% of the avBFsEedt%% fraction and the percentage underép@? (b) Lfrepresenting
37% of the fraction.

(v sub. G

%s\i‘or taxable years beginning after December 31, 2001, and before Janm
sub. ( 3)

1, 2003, a domestic insurer that is subject to apportionment underfchis subséttion

4
shall multiply the net income figure derived by the application of sub. (2) by an

saub. (3)
apportionment fraction composed of the percentage undermui(:)—;-epresenting 85%

#crdei gt fe fraction and the percentage llm?QQM (b) § representing 15%
of the fraction. M . (3)

~
A\
%\Q/kFér taxable years beginning after Decembgr 31, 2002, a domestic insurer
st (B J%\l\
that is subject to apportionment under jthis subséection shall multiply the net income
figure derived byl(application of sub. (2) by the percentage under (a).
v
SECTION 30. 71.45 (3m) of the statutes is amended to read: A\L
7145 (3m) ARITHVETIC AVERAGE. The Except i i )‘(’L\«e,
v

arithmetic average of the 2 percentages referred to in sub. (3) shall be applied to the
. -
net income figure arrived at by the successive application of sub. (2) (a) and (b) with
[
respect to Wisconsin insurers to which sub. (2) (a) and (b) applies and which have

collected received premiums,_other than life insurance nremiums, written apesn for

insurance;-othe

property or risks resident, located or to be performed outside this state, to arrive at
Wisconsin income constituting the measure of the franchise tax.

SECTION 31. 71.47 (4) (a) of the statutes is amended to read:

71.47 (4) (a) Credit. Any corporation may credit against taxes otherwise due
under this chapter an amount equal to 5% of the amount obtained by subtracting
from the corporation’s qualified research expenses, as defined in section 41 of the

internal-revenue—code Internal Revenue Code, except that “qualified research

sup, (7
SR e

e
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expenses” includes only expenses incurred by the claimant, incurred for research
conducted in this state for the taxable year, except that a taxpayer may elect the
alternative computation under section 41 (c) (4) of the Internal Revenue Code and
that election applies until the department permits its revocation and except that
“qualified research expenses” does not include compensation used in computing the
credit under subs. (Idj) and (1dx), the corporation’s base amount, as defined in
section 41 (c) of the internalrevenuecode Internal Revenue Code, except that gross
receipts used in calculating the base amount means gross receipts from sales
attributable to Wisconsin under s. 71.25 (9) (b) 1. and 2. and, (d)_a.n_d_Ldm{.). Section
41 (h) of the internalrevenuecode

does not apply to the credit

I ad

under this paragraph.

SECTION 32. Nonstatutory provisions.

(1) INCOME APPORTIONMENT FOR FINANCIAL

(@) The department of revenue shall submit in proposed form rulgs related to Y

the apportionment of the income of financial-sﬁnogzr sections 71.04 (4) & (‘5)
and 71.25 (6) (é/) of the statutes, asmbcyrthis act, to the legislative council staff
under section 227.15 (1) of the statutes no later than the first day of the 4th month
beginning after the effective date of this paragraph.

(b) Using the procedure under section 227.24 of the statutes, the department

of revenue may promulgate rules related to the a portlonment of the income of

financial-#@stithtiomg/under sechns 71.04 (4) and 71.25 (6) (e) of the statutes, as
cmdrei

#ffected) by this act, for the period before the effective date of the rules submitted
55 : .

under paragraph (af), but r/f%to exceed the period authorized under section 227.24

(1) (c) and (2) of the statutes. Notwithstanding section 227.24 (1) (a), (2) (b) and (3)

of the statutes, the department is not required to provide evidence that promulgating
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SECTION 32

a rule under this paragraph as an emergency rule is necessary for the preservation
of the public peace, health, safety or welfare and is not required to provide a finding
of emergency for a rule promulgated under this paragraph.

SECTION 33. Initial applicability.

(1) ArrorTI ONVENT FACTORS.  This act first applies to taxable years beginning
after December 31, 1999.

(END)
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AN ACT torenumberandamend71.04 (4), 71.04 (8) (b), 71.25 (6), 71.25 (10) (b)
and 71.45 (3) (b); to amend71.04 (5) (intro.), 71.04 (6) (intro.), 71.04 (7) (d),
71.04 (lo), 71.25 (7) (intro.), 71.25 (8) (intro.), 71.25 (9) (d), 71.25 (lI), 71.28 (4)

\(a), 71.45 (3) (intro.), 71.45 (3) (a), 71.45 (3m) and 71.47 (4) (a); and to create
71.01 (12m), 71.04 (4) (a). 71.04 (4) (b), 71.04 (4) (c), 71.04 (4) (d), 71.04 (4) (e),
71.04 (7) (dm), 71.22 (10m), 71.25 (6) (a), 71.25 (6) (b), 71.25 (6) (. 71.25 (6) (d),
71.25 (6) (e), 71.25 (9) (dm) and 71.45 (3d) of the statutes; relating to: single
sales factor apportionment of income for corporate income tax and franchise tax

purposes and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, when computing corporate income taxes and franchise
taxes, a formula is used to attribute a portion of a corporation’s income to this state.
The formula has three factors: a sales factor, a property factor and a payroll factor.
The sales factor represents 50% of the formula and the property and payroll factors
each represent 25% of the formula. When computing income taxes and franchise
taxes for an insurance company, a formula with a premium factor and a payroll factor
Is used to attribute a portion of an insurance company’s income to this state.
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Under this bill, beginning on January 1, 2003, the sales factor will be the only
factor used to attribute a portion of a corporation’s income to this state. The property
and payroll factors will be decreased, and eventually phased out, over the next three
years as the sales factor is increased and becomes the only factor. Beginning on
January 1, 2003, the premium factor will be the only factor used to attribute a portion
of an insurance company’s income to this state. The payroll factor will be decreased,
and eventually phased out, over the next three years as the premium factor is
increased and becomes the only factor.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 7 1.01(12m) of the statutes is created to read:
71.01 (12m) “Traffic unit” means the transportation, for one mile, of a barrel
of oil, a gallon of gasoline or 1,000 cubic feet of natural or casinghead gas.

SECTION 2. 71.04 (4) of the statutes is renumbered 71.04 (4) (intro.) and

amended to read:

71.04 (4)

within and without the state shall be taxed only on such income as is derived from

business transacted and property located within the state. The amount of such
income attributable to Wisconsin may be determined by an allocation and separate
accounting thereof, when the business of such nonresident individual or nonresident
estate or trust within the state is not an integral part of a unitary business, but the
department of revenue may permit an allocation and separate accounting in any case
in which it is satisfied that the use of such method will properly reflect the income
taxable by this state. In all cases in which allocation and separate accounting is not
permissible, the determination shall be made in the following manner: for all

businesses except financial organizations, public utilities, railroads, sleeping car
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1 companies and car line companies there shall first be deducted from the total net
2 income of the taxpayer the part thereof (less related expenses, if any) that follows the
3 situs of the property or the residence of the recipient. The remaining net income shall
4 be apportioned to Wiseensin this state by use of a
5
6

SECTION 3.7 1.04 (4) (a) of the statutes is created to read:

% 71.04 (4) (a)

apportionment fraction composed of a sales factor under sub. (7) representing0%

of the fraction, a property factor under sub. (5) representing 25% of the fraction and
a payroll factor under sub. (6) representing 25% of the fraction.
SECTION 4. 7 1.04 (4) (b) of the statutes is created to read: s

71.04 (4) (b) EoutaxablemyearshepipiimpafteDetembertin

WWM apportionment fraction composed of a sales factor under sub. (7)
representingi63% of the fraction, a property factor under sub. (5) representing9:8%%
of the fraction and a payroll factor under sub. (6) representing 18%% of the fraction.
SECTION 5. 7 1.04 (4) (c) of the statutes is created to read: 2 00 2
71.04 (4) (o) "Fﬁ?‘ﬁfﬁﬁé‘o“l@@yea‘ps“beginningmftera@ecember@’ia;éw@(j1:andabefope

Januanyal=2003. an apportionment fraction composed of a sales factor under sub. (7)

representing 85%of the fraction, a property factor under sub. (5) representing+%%

21 of the fraction and a payroll factor under sub. (6) representing #5% of the fraction.
22 SECTION 6. 7 1.04 (4) (d) of the statutes is created to read:

\23 71.04 (4) (d) For taxable years tié’g'm‘nin’g‘maftee‘c‘eﬁmb’et&%ﬁltwé%%%,fs an
24 apportionment fraction composed of thesales®facter under sub. (7).

25 SECTION 7. 7 1.04 (4) (e) of the statutes is created to read:
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},;;fr 2y D ;
7 1.04 (4) (e) For taxable years beginning after December 3 1, 3008, 47@%6

ki ’ ;%g,;t,gvg a
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apportionment fraction for the remaining net income of a financial ii@sﬁi{ytmn shall

be W@t\ﬁs determined by rule by the department. MM’“’V“E&'

SECTION 8. 7 1.04 (5) (intro.) of the statutes is amended to read:

71.04 (5) PROPERTY FACTOR. (intro.) For purposes of sub. (4) and for taxable

i
EHCLL i

SECTION 9. 7 1.04 (6) (intro.) of the statutes is amended to read:

71.04 (6) PAYROLL FACTOR. (intro.) For purposes of sub. (4) and for taxable vears

beginning before January 1, ﬁ:

SECTION 10. 71.04 (7) (d) of the statutes is amended to read:

71.04 (7) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the
business shall be deemed to have been performed in the state to which compensation
is allocated by sub- s. 71.04 (6), 1997 stats.

SecTION 11. 71.04 (7) (dm) of the statutes is created to read:

7 1.04 (7) (dm) For a pipeline company operating in and outside this state, the

numerator of the sales factor shall include the number of traffic units in this state
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BILL SECTION 11
during the taxable year and the denominator of the sales factor shall include the total

number of traffic units everywhere during the taxable year.

SECTION 12. 71.04 (8) (b) of th

; .and
4 i To J amation [,200¢,
71.04 (8) (b)qTPublic utility”, as used in this section, means ahy business

amended to read:

entity which owns or operates any plant, equipment, property, franchise, or license
for the transmission of communications or the production, transmission, sale,

delivery, or furnishing of electricity, water or steam, the rates of charges for goods or

services of which have been established or approved by a federal, state or local

2. In this section. “public utility” also means any business entity providing

service to the public and engaged in the transportation of goods and persons for hire,
as defined in s. 194.01 (4), regardless of whether or not the entity’s rates or charges
for services have been established or approved by a federal, state or local government
or governmental agency.

SECTION 13. 7 1.04 (10) of the statutes is amended to read:

7 1.04 (10) DEPARTMENTMAY WAIVE FACTOR. Where, in the case of any nonresident
individual or nonresident estate or trust engaged in business within in and witheut
the outside this state efWiscensin and required to apportion its income as provided
in this section, it shall be shown to the satisfaction of the department of revenue that
the use of any one of the 3 factors provided under sub. (4) gives an unreasonable or
inequitable final average ratio because of the fact that such nonresident individual
or nonresident estate or trust does not employ, to any appreciable extent in its trade

or business in producing the income taxed, the factors made use of in obtaining such
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ratio, this factor may, with the approval of the department of revenue, be omitted in
obtaining the final average ratio which is to be applied to the remaining net income.

This subsection does not apply to taxable vears beginning after December 3 1. m
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SECTION 14. 71.22 (10m) of the statutes is created to read:

7 1.22 (10m) “Traffic unit” means the transportation, for one mile, of a barrel
of oil, one gallon of gasoline or 1,000 cubic feet of natural or casinghead gas.

SECTION 15. 71.25 (6) of the statutes is renumbered 71.25 (6) (intro.) and
amended to read:

7 1.25 (6) ALLOCATION AND SEPARATE ACCOUNTI NGANDAPPORTI ONMENTFORMULA.
(intro.) Corporations engaged in business within and without the state shall be taxed
only on such income as is derived from business transacted and property located
within the state. The amount of such income attributable to Wisconsin may be
determined by an allocation and separate accounting thereof, when the business of
such corporation within the state is not an integral part of a unitary business, but
the department of revenue may permit an allocation and separate accounting in any
case in which it is satisfied that the use of such method will properly reflect the
income taxable by this state. In all cases in which allocation and separate accounting
is not permissible, the determination shall be made in the following manner: for all
businesses except financial organizations, public utilities, railroads, sleeping car
companies, car line companies and corporations or associations that are subject to
a tax on unrelated business income under s. 7 1.26 (1) (a) there shall first be deducted
from the total net income of the taxpayer the part thereof (less related expenses, if

any) that follows the situs of the property or the residence of the recipient. The

remaining net income shall be apportioned to Wiseensin this state by use of an
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SECTION 16. 71.25 (6) (a) of the statutes is created to read:

7 1.25 (6) (a) For taxable years beginning before January 1, 281, an
apportionment fraction composed of a sales factor under sub. (9) representing 50%
of the fraction, a property factor under sub. (7) representing 25% of the fraction and
a payroll factor under sub. (8) representing 25% of the fraction.

SECTION 17. 71.25 (6) (b) of the statutes is created to read:

v

71.25 (6) (b) For taxable years beginning after December 31, 2808, and before
January 1, Zﬂﬁian apportionment fraction composed of a sales factor under sub. (9)
representing 63% of the fraction, a property factor under sub. (7) representing 18.5%
of the fraction and a payroll factor under sub. (8) representing 18.5% of the fraction.

SECTION 18. 71.25 (6) (c) of the statutes is created to read:

HOOX

7 1.25 (6) (c) For taxable years beginning after December 3 1 ,/20%, and before
January 1 f@“ﬁe an apportionment fraction composed of a sales factor under sub. (9)
representing 85% of the fraction, a property factor under sub. (7) representing 7.5%
of the fraction and a payroll factor under sub. (8) representing 7.5% of the fraction.

SECTION 19. 71.25 (6) (d) of the statutes is created to read: ]

2603

71.25 (6) (d) For taxable years beginning after December 31, 280€, an

apportionment fraction composed of the sales factor under sub. (9).

SECTION 20. 71.25 (6) (e) of the statutes is created to read:
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apportionment fraction for the remaining net income of a financial institution shall
be a receipts factor as determined by rule by the department.

SECTION 21. 71.25 (7) (intro.) of the statutes is amended to read:

71.25 (7) PROPERTY FACTCR. (intro(.) For purposes of sub. (5) and for taxable

8y

vears beginning before Januarv 1. 2003

SECTION 22. 71.25 (8) (intro.) of the statutes is amended to read:

71.25 (8) PAYROLL FACTOR. (intro.) For purposes of sub. (5) and for taxable vears
beginning before January I,Wm

SECTION 23. 71.25 (9) (d) of the statutes is amended to read:

71.25 (9) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the
business shall be deemed to have been performed in the state to which compensation
is allocated by sub-s. 71.25 (8), 1997 stats.

SECTION 24. 71.25 (9) (dm) of the statutes is created to read:

7 1.25 (9) (dm) For a pipeline company operating in and outside this state, the
numerator of the sales factor shall include the number of traffic units in this state
during the taxable year and the denominator of the sales factor shall include the total
number of traffic units everywhere during the taxable year.

SECTION 25. 71.25 (10) (b) of the statutes is renumbered 71.25 (10) (b) 1. and

amended to read: '
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1 71.25 (10) (b) 1 In this section, “public utility” means any business entity

2 which owns or operates any plant, equipment, property, franchise, or license for the

3 transmission of communications or the production, transmission, sale, delivery, or

4 furnishing of electricity, water or steam the rates of charges for goods or services of

5 which have been established or approved by a federal, state or local government or

6 governmental agency. “Publie This subdivision does not applv_to taxable vears

7 beginning after December 31. 2000.

8 2. In this section, “public utility” also means any business entity providing

9 service to the public and engaged in the transportation of goods and persons for hire,
10 as defined in s. 194.01 (4), regardless of whether or not the entity’s rates or charges
11 for services have been established or approved by a federal, state or local government
12 or governmental agency.
13 SECTION 26. 71.25 (11) of the statutes is amended to read:
14 7 1.25 (11) DEPARTMENT MAY WAIVE FACTOR. Where, in the case of any corporation
15 engaged in business within in and witheut-the gutside this state of Wisconsin and
16 required to apportion its income as provided in sub. (6), it shall be shown to the
17 satisfaction of the department of revenue that the use of any one of the 3 factors
18 provided in sub. (6) gives an unreasonable or inequitable final average ratio because P
19 of the fact that such corporation does not employ, to any appreciable extent in its
20 trade or business in producing the income taxed, the factors made use of in obtaining
21 such ratio, this factor may, with the approval of the department of revenue, be
22 omitted in obtaining the final average ratio which is to be applied to the remaining
23 net income. This subsection does not apply to taxable vears beginning: after

W December 31,3805
el =
25 SECTION 27. 71.28 (4) (a) of the statutes is amended to read:
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7 1.28 (4) (a) Credit. Any corporation may credit against taxes otherwise due
under this chapter an amount equal to 5% of the amount obtained by subtracting

from the corporation’s qualified research expenses, as defined in section 41 of the

interpal—revenue—code Internal Revenue Code, except that “qualified research

expenses” includes only expenses incurred by the claimant, incurred for research
conducted in this state for the taxable year, except that a taxpayer may elect the
alternative computation under section 41 (c) (4) of the Internal Revenue Code and
that election applies until the department permits its revocation and except that
“qualified research expenses” does not include compensation used in computing the
credit under subs. (Idj) and (ldx), the corporation’s base amount, as defined in
section 4 1 (c) of the internal-revenue-code Internal Revenue Code, except that gross
receipts used in calculating the base amount means gross receipts from sales

attributable to Wisconsin under s. 71.25 (9) (b) 1. and 2. arnd. (d)_and (dm). Section
4 1 (h) of the internalrevenue-cede Internal Revenue Code does not apply to the credit

under this paragraph.
SECTION 28. 71.45 (3) (intro.) of the statutes is amended to read:

7 1.45 (3) APPORTIONMENT. (intro.) Withrespeet Except as provided in sub. (3d),

to determine Wisconsin income for purposes of the franchise tax, domestic insurers

ich that, in the taxable year, have

collected received premiums, other than life insurance premiums, written en

subjeets-of for insurance on property or risks resident, located or to be performed

outside this state&here shall be-subtracted-frem multiply the net income figure

federal-taxable-income by the arithmetic average of the following 2 percentages:
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SECTioN 1751. 71.45 (3) (a) of the statutes is amended to read:

71.45 (3) (a) The Subject to sub. (3d), the percentage eftetal determined bv
dividing the sum of direct premiums written enat-prepactyand=risks for insurance

other than life insurance, on subiects of insurance resident. located or to be

performed in this state, and assumed oremiums written for reinsurance. other than

life insurance. with respect to all property and risks resident, located or to be

performed in this state. bv the sum of direct oremiums written for insurance on all

pronertv and risks, other than life insurance, wherever located durimssthetaxeable

year-asrefleets, and assumed premiums written en-insurance for reinsurance on all

pronertv and risks, other than life insurance, where-the-subject-ef-insurance-was

a wherever located. In this

paragraph, “direct nremiums” means direct nremiums as renorted for the taxable

year on an annual statement that is filed bv the insurer with the commissioner of

premiums from domestic insurance companies as renorted for the taxable vear on an

annual statement that is filed with the commissioner of insurance.

SECTION 29. 71.45 (3) (b) of the statutes is renumbered 71.45 (3) (b) 1. and
amended to read:

71.45 (3) (b) 1. The Subiect to sub. (3d). the percentage of determined by
dividing the navroll, exclusive of life insurance pavroll. paid in this state in the
taxable vear by total payroll, exclusive of life insurance payroll, paid everywhere in
the taxable year as—reflects—such—compensation—paid—outside—this—state-
Compensation.

2. Under subd. 1.. compensation is paid eutside in this state if the individual’s

service is performed entirely eutside in this state; or the individual’'s service is
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performed both within—and-witheut in_and outside this state, but the service

performed w4ithin outside this state is incidental to the individual’'s service witheut

in this state; or some service is performed witheut in this state and the base of
operations, or if there is no base of operations, the place from which the service is
*directed or controlled is witheut in this state, or'the base of operations or the 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 eutside in this state.
SECTION 30. 7 1.45 (3d) of the statutes is created to read:
71.45 (3d) PHASE N, DOMVESTIC INSURERS. (&) For taxable years beginning after

P8, and before January 1, 2008, a domestic insurer that is subject

December 3

to apportionment under sub. (3) and this subsection shall multiply the net income
figure derived by the application of sub. (2) by an apportionment fraction composed
of the percentage under sub. (3) (a) representing 63% of the fraction and the
percentage under sub. (3) (b) 1. representing 37% of the fraction.

) (b) For taxable years beginning after December 3 1@2:38'? and before January
1% a domestic insurer that is subject to apportionment under sub. (3) and this
subsection shall multiply the net income figure derived by the application of sub. (2)

by an apportionment fraction composed of the percentage under sub. (3) (a)

representing 85% of the fraction and the percentage under sub. (3) (b) 1. representing
15% of the fraction.

(c) For taxable years beginning after December 3 1, 200%, a domestic insurer
that is subject to apportionment under sub. (3) and this subsection shall multiply the
net income figure derived by the application of sub. (2) by the percentage under sub.

(3) @).

SECTION 31. 71.45 (3m) of the statutes is amended to read:
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71.45 (3m) ARITHMETIC AVERAGE. The Except as provided in sub. (3d), the

arithmetic average of the 2 percentages referred to in sub. (3) shall be applied to the
net income figure arrived at by the successive application of sub. (2) (a) and (b) with

respect to Wisconsin insurers to which sub. (2) (a) and (b) applies and which have

" eollected received premiums,_other than life insurance nremiums, written upesn for

insurance-other-thanlife-insurance—where-the-subject-of such-insurance-was on

pronertv or risks resident, located or to be performed outside this state, to arrive at

Wisconsin income constituting the measure of the franchise tax.

SECTION 32. 7 1.47 (4) (a) of the statutes is amended to read:

71.47 (4) (a) Credit. Any corporation may credit against taxes otherwise due
under this'chapter an amount equal to 5% of the amount obtained by subtracting

from the corporation’s qualified research expenses, as defined in section 41 of the

internal—revenue—code Internal Revenue Code, except that “qualified research

expenses” includes only expenses incurred by the claimant, incurred for research
conducted in this state for the taxable year, except that a taxpayer may elect the
alternative computation under section 41 (c) (4) of the Internal Revenue Code and
that election applies until the department permits its revocation and except that
“qualified research expenses” does not include compensation used in computing the
credit under subs. (Idj) and (ldx), the corporation’s base amount, as defined in
section 4 1 (c) of the internal-revenue-code_|nternal Revenue Code, except that gross
receipts used in calculating the base amount means gross receipts from sales
attributable to Wisconsin under s. 7 1.25 (9) (b) 1. and 2. and, (d)_.and (dm). Section
4 1 (h) of the irternamemeemie-cade Internal Revenue Code does not apply to the credit

under this paragraph.

SECTION 33. Nonstatutory provisions.
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1 (1) INCOME APPORTIONMENT FOR FINANCIAL ORGANIZATIONS; RULES.
2 (a) The department of revenue shall submit in proposed form rules related to
3 the apportionment of the income of financial organizations under sections 7 1.04 (4)
4 (e) and 7 1.25 (6) (e) of the statutes, as created by this act, to the legislative council
5 staff under section 227.15 (1) of the statutes no later than the first day of the 4th
6 month beginning after the effective date of this paragraph.
7 (b) Using the procedure under section 227.24 of the statutes, the depaftment
8 of \‘W-\n, may promulgate rules related to the apportionment-6t the income of
9 financial gtions under sections 7 1.04 (4) (¢) and#1.25(6) (e) of the statutes,
10 as created by tk; for the period before th fé:'f"ff'i!\;e date of the rules submitted
11 under paragraph (a), bt ““0 exc;; el he perlod authorized under section 227.24
12 (1) (c) and (2) of the statutes >S54 qTo &) thstandmg section 227.24 (1) (a), (2) (b) and (3)
13 of the statutes, the, dep rtment is Not regu igd to provide evidence that promulgating
14 arule unde«rr-— rs~ paragraph as an emergen%%ignecessary for the preservation
15 fﬁhé ‘ hc peace, health, safety or welfare and is no ur@d to provide a finding
,_»;u ‘- emergency for a rule promulgated under this paragraph. T,
h SECTION 34. Initial applicability.
18 (1) APPORTI ONVENT FACTORS. This act first applies to taxable years beginning
19 after December 31,
20 / (END)

4
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AN ACT to renumber and amend 71.04(4), 71.04 (8) (b), 71.25 (6), 71.25 (10) (b)

and 71.45 (3) (b); to amend 71.04 (5) (intro.), 71.04 (6) (intro.), 71.04 (7) (d),
.25 (8) (intro.), 71.25 (9) (d), 71.25 (Il), 71.28 (4)
(3) (a), 71.45 (3m) and 71.47 (4) (a); and to create

71.04(10), 71.25 (7) (intro.),
(a), 71.45 (3) (intro.), 71.
71.01 (12m), 71.04 (4) {a), 71.04 (4) (b), 71.04 (4) (c), 71.04 (4) (d), 71.04 (4) (e),
71.04 (7) (dm), 71.22 (10m), 71.25 (6) (a), 71.25 (6) (b), 71.25 (6) (c), 71.25 (6) (d),
71.25 (6) (e), 71.25 (9) (dm) and 71.45 (3d) of the statutes; relating to: single
sales factor apportionment of income for corporate income tax and franchise tax

purposes and granting rule--making authority.

Analysis by the Legislative Reference Bureau

Under current law, when computing corporate income taxes and franchise
taxes, a formula is used to attribute a portion of a corporation’s income to this state.
The formula has three factors: a sales factor, a property factor and a payroll factor.
The sales factor represents 50% of the formula and the property and payroll factors
each represent 25% of the formula. When computing income taxes and franchise
taxes for an insurance company, a formula with a premium factor and a payroll factor
Is used to attribute a portion of an insurance company'’s income to this state.
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factor used to attrfbute a portion of a corporation’s income to this state. The property
and payroll factoys will be decreased, and eventually phased out, over the next thes,
years as the salgs factor is increased and becomes the only factor. Beginning on
,the premium factor will be the only factor used to attribute a portion
of an insurance company's income to this state. The payroll factor will be decreased,

—=> and eventually phased out, over the next W@ars as the premium factor is

increased and becomes the only factor.
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SecTIoN 1. 71.01 (12m) of the statutes is created to read:

71.01 (12m) “Traffic unit” means the transportation, for one mile, of a barrel
of oil, a gallon of gasoline or 1,000 cubic feet of natural or casinghead gas.

SECTION 2. 71.04 (4) of the statutes is renumbered 71.04 (4) (intro.) and
amended to read:

71.04 (4) NONRESIDENT ALLOCATION AND APPORTI ONVENT FORVULA.  (intro.)
Nonresident individuals and nonresident estates and trusts engaged in business
within and without the state shall be taxed only on such income as is derived from
business transacted and property located within the state. The amount of such
income attributable to Wisconsin may be determined by an allocation and separate
accounting thereof, when the business of such nonresident individual or nonresident
estate or trust within the state is not an integral part of a unitary business, but the
department of revenue may permit an allocation and separate accounting in any case
in which it is satisfied that the use of such method will properly reflect the income
taxable by this state. In all cases in which allocation and separate accounting is not
permissible, the determination shall be made in the following manner: for all

businesses except financial organizations, public utilities, railroads, sleeping car
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companies and car line companies there shall first be deducted from the total net
income of the taxpayer the part thereof (less related expenses, if any) that follows the

situs of the property or the residence of the recipient. The remaining net income shall

be apportioned to Wigeensin this state by use of&

ion- the following:

SecTION 3. 71.04 (4) (a) of the statutes is created to read: Z0 0
71.04 (4) (a) For taxable years beginning before January 1, Zﬁ%,/an
apportionment fraction composed of a sales factor under sub. (7) representing 50%
of the fraction, a property factor under sub. (5) representing 25% of the fraction and

a payroll factor under sub. (6) representing 25% of the fraction.

SECTION 4. 71.04 (4) (b) of the statutes is created to read: 200]
71.04 (4) (b) For taxable years beginning after December 31, , and before
2005

January 1, Z663;@n apportionment fraction composed of a sales factor under sub. (7)

representing 63% of the fraction, a property factor under sub. (5) representing 18.5%

of the fraction and a payroll factor under sub. (6) representing 18.5% of the fraction.
SECTION 5. 71.04 (4) (c) of the statutes is created to read: 200 2
71.04 (4) (c) For taxable years beginning after December 31, W},/ and before

January 1, ?ﬂ@?/ a?;loggportionment fraction composed of a sales factor under sub. (7)

representing 85% of the fraction, a property factor under sub. (5) representing 7.5%

of the fraction and a payroll factor under sub. (6) representing 7.5% of the fraction.
SECTION 6. 71.04 (4) (d) of the statutes is created to read: 2005
71.04 (4) (d) For taxable years beginning after December 31, z@/an

apportionment fraction composed of the sales factor under sub. (7).

SECTION 7. 71.04 (4) (e) of the statutes is created to read:
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@ 71.04 (4) (e) For taxable years beginning after December 31, W/
2 W@Z%3wappo@nmeﬁ?raction/fb? the,,remaini_gg,fne/ﬁ iggomg, of a-
3 aﬁﬁ‘zl}c:lahrfgltutlon shall be determm'ed by emergencyrulebythe department under

4 ~/222"7/%21 (1) /’Fo; taxable " years “beginnirg af'cer -December 31, : . the
5 apportionment fraction for the remaining net income of a financial izgtitytion shall
g6 4% determined by rule by the department. WW
7 SecTIoN 8. 71.04 (5) (intro.) of the statutes is amended to read:
8 71.04 ( PROPERTY FACTCR. (intro.) For purposes of sub. (4) and for taxahle
@ mm&mumm_lamm&]_ﬂ%/' 2007
10 SEcTION 9. 71.04 (6) (intro.) of the statutes is amended to read:
11 71.04 (6) PAYROLL FACTOR. (intro.) For purposes of sub. (4) and for taxable pears
12 beginning before Januarv 1. Zﬁ@jﬁ: 2007
613 SECTION 10. 71.04 (7) (d) of the statutes is amended to read:
14 71.04 (7) (d) Sales, other than sales of tangible personal property, are in this
15 state if the income-producing activity is performed in this state. If the
16 income-producing activity is performed both in and outside this state the sales shall
17. be divided between those states having jurisdiction to tax such business in
18 proportion to the direct costs of performance incurred in each such state in rendering
19 this service. Services performed in states which do not have jurisdiction to tax the
20 business shall be deemed to have been performed in the state to which compensation
21 is allocated by sub-s. 71.04 (6), 1997 stats.
22 SECTION 11. 71.04 (7) (dm) of the statutes is created to read:
23 71.04 (7) (dm) For a pipeline company operating in and outside this state, the

24 numerator of the sales factor shall include the number of traffic units in this state
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during the taxable year and the denominator of the sales factor shall include the total

number of traffic units everywhere during the taxable year.

SECTION 12. 71.04 (8) (b) of the statutes is renumbered 71.04 (8) (b) 1. and

4 amended to read: Fsr. Aoscolbla. Yoo, W Hofra
I, 2c01] “oublls
@ 71.04 (8) (b) 1. ie{utility”, as used in ‘this section, means any business
6 entity which owns or operates any plant, equipment, property, franchise, or license
7 for the transmission of communications or the production, transmission, sale,
8 delivery, or furnishing of electricity, water or steam, the rates of charges for goods or
9 services of which have been established or approved by a federal, state or local

10 7/\ government or governmental agency. “Public 2

12 2. In this section. ‘l‘oublic utility” also means any business entity providing
13 service to the public and engaged in the transportation of goods and persons for hire,

14 as defined in s. 194.01 (4), regardless of whether or not the entity’s rates 0; charges
15 for services have been established or approved by a federal, state or local government
16 or governmental agency.

17 SecTioN 13. 71.04 (10) of the statutes is amended to read:

18 7 1.04 (10) DerarTVeENT MAY WAIVE FACTGR. Where, in the case of any nonresident
19 individual or nonresident estate or trust engaged in business within in and witheut

20 the outside this state ef Wiseonsin and required to apportion its income as provided

21 in this section, it shall be shown to the satisfaction of the department of revenue that
22 the use of any one of the 3 factors provided under sub. (4) gives an unreasonable or
23 inequitable final average ratio because of the fact that such nonresident individual
24 or nonresident estate or trust does not employ, to any appreciable extent in its trade

25 or business in producing the income taxed, the factors made use of in obtaining such
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ratio, this factor may, with the approval of the department of revenue, be omitted in

obtaining the final average ratio which is to be applied to the remaining net incomer.__z_@_f_

This subsection does not applytot ing after December 31

SECTION 14. 71.22 (10m) of the statutes is created to read:

71.22 (10m) “Traffic unit” means the transportation, for one mile, of a barrel
of oil, one gallon of gasoline or 1,000 cubic feet of natural or casinghead gas.

SECTION 15. 71.25 (6) of the statutes is renumbered 71.25 (6) (intro.> and
amended to read:

71.25(6) ALLOCATI ONANDSEPARATEACCOLJNTI NGANDAPPORTI ONMENTFORMULA.
(intro.) Corporations engaged in business within and without the state shall be taxed
only on such income as is derived from business transacted and property located
within the state. The amount of such income attributable to Wisconsin may be
determined by an allocation and separate accounting thereof, when the business of
such corporation within the state is not an integral part of a unitary business, but
the department of revenue may permit an allocation and separate accounting in any
case in which it is satisfied that the use of such method will properly reflect the
income taxable by this state. In all cases in which allocation and separate accounting
IS not permissible, the determination shall be made in the following manner: for all
businesses except financial organizations, public utilities, railroads, sleeping car
companies, car line companies and corporations or associations that are subject to
a tax on unrelated business income under s. 71.26 (1) (a) there shall first be deducted
from the total net income of the taxpayer the part thereof (less related expenses, if

any) that follows the situs of the property or the residence of the recipient. The

remaining net income shall be apportioned to Wiseonsin this state by use of an
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SEcTION 16. 71.25 (6) (a) of the statutes is created to read: wOL
71.25 (6) (a) For taxable years beginning before January 1, W@},,/an
apportionment fraction composed of a sales factor under sub. (9) representing 50%
of the fraction, a property factor under sub. (7) representing 25% of the fraction and

a payroll factor under sub. (8) representing 25% of the fraction.

SECTION 17. 71.25 (6) (b) of the statutes is created to read: 200!
71.25 (6) (b) For taxable years beginning after December 31, 2069 and before
2003
January 1, {an apportionment fraction composed of a sales factor under sub. (9)

representing 63% of the fraction, a property factor under sub. (7) representing 18.5%
of the fraction and a payroll factor under sub. (8) representing 18.5% of the fraction.
SecTION 18. 71.25 (6) (c) of the statutes is created to read: 2D O0Z
71.25 (6) (c) For taxable years beginning after December 31, 2004/ and before
January 1,2D03/ a%%ggortionment fraction composed of a sales factor under sub. (9)
representing 85% of the fraction, a property factor under sub. (7) representing 7.5%

of the fraction and a payroll factor under sub. (8) representing 7.5% of the fraction.

SEcTION 19. 71.25 (6) (d) of the statutes is created to read: 2005

71.25 (6) (d) For taxable years beginning after December 31, Z6G%/ an
apportionment fraction composed of the sales factor under sub. (9).
SecTIoN 20. 71.25 (6) (e) of the statutes is created to read: 200!
71.25 (6) (€) For taxable years beginning after December 31, 2000, shd béfere
W&@p@rﬂWm@th@y&h&ng@@_ig come of a

Afingncialinstitution shallbe Heterminel by emergsnay rulebythe department aitder—

822724 (1).—For taxable-years\ beginning.-after December--31;#2002 the
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apportionment fraction for the remaining net income of a ﬁnancialmtrgtimjshall
be #fdedipts factobas determined by rule by the department.

SEcTION 21. 71.25 (7) (intro.) of the statutes is amended to read:

71.25 (7) PROPERTY FACTOR. (intro.) For purposes of sub. (5) and for taxable

years beginning before Januarv 1. &Qq: 2001

SECTION 22. 71.25 (8) (intro.) of the statutes is amended to read:

71.25 (8) PayroLL FACTQR. (intro.) For purposes of sub. (5)and for taxable years

beginning before Januarv 1, #608: 2001

SecTIoN 23. 71.25 (9) (d) of the statutes is amended to read:

71.25 (9) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the
business shall be deemed to have been performed in the state to which compensation
Is allocated by sub- 5. 71.25 (8), 1997 stats,

SEcTION 24. 71.25 (9) (dm) of the statutes is created to read:

71.25 (9) (dm) For a pipeline company operating in and outside this state, the
numerator of the sales factor shall include the number of traffic units in this state
during the taxable year and the denominator of the sales factor shall include the total

number of traffic units everywhere during the taxable year.

_4__<
23 SEcCTION 25. 71.25 (10) (b) of the statutes is renumbered 71.25 (10) (b) 1. and
24 amended to read: \/
k L)) SERT F- 24

C
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71.25 (10) (b) 1. In this section, lpubllc utlllty” means any business entity
which owns or operates any plant, equipment, property, franchise, or license for the
transmission of communications or the production, transmission, sale, delivery, or
furnishing of electricity, water or steam the rates of charges for goods or services of

which have been established or approved by a federal, state or local govemmgnt or

2. In this section. “public utility” also means any business entity providing

service to the public and engaged in the transportation of goods and persons for hire,
as defined in s.194.01 (4), regardless of whether or not the entity’s rates or charges
for services have been established or approved by a federal, state or local government
or governmental agency.

SECTION 26. 71.25 (11) of the statutes is amended to read:

71.25 (11) DEPARTMENT MAY WAIVE FACTOR. Where, in the case of any corporation
engaged in business within in and witheut-the outside this state of Wisconsin and
required to apportion its income as provided in sub. (6), it shall be shown to the
satisfaction of the department of revenue that the use of any one of the 3 factors
provided in sub. (6) gives an unreasonable or inequitable final average ratio because
of the fact that such corporation does not employ, to any appreciable extent in its
trade or business in producing the income taxed, the factors made use of in obtaining
such ratio, this factor may, with the approval of the department of revenue, be
omitted in obtaining the final average ratio which is to be applied to the remaining
net income. Thi

December 31. 2002, 2003

SECTION 27. 71.28 (4) (a) of the statutes is amended to read:
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BILL SECTION 27
71.28 (4) (a) Credit. Any corporation may credit against taxes otherwise due
under this chapter an amount equal to 5% of the amount obtained by subtracting
from the corporation’s qualified research expenses, as defined in section 41 of the
internal-revenue—code Internal Revenue Code, except that “qualified research
expenses” includes only expenses incurred by the claimant, incurred for research
conducted in this state for the taxable year, except that a taxpayer may elect the
alternative computation under section 41 (c) (4) of the Internal Revenue Code and
that election applies until the department permits its revocation and except that
“qualified research expenses” does not include compensation used in computing the
credit under subs. (Idj) and (ldx), the corporation’s base amount, as defined in
section 41 (c) of the internalrevenue-cede Internal Revenue Code, except that gross
receipts used in calculating the base amount means gross receipts from sales
attributable to Wisconsin under s. 71.25 (9) (b) 1. and 2. ard, (d) Snd(dm}X i o n
41 (h) of the internalrevenueeode Internal Revenue Code does not apply to the credit
under this paragraph.

SEcTION 28. 71.45 (3) (intro.) of the statutes is amended to read:

71.45 (3) APeorTI OMENT.  (intro.) With-respeet Except as provided in sub. (3d),

to determine Wisconsin income for purposes of the franchise tax, domestic insurers
ich that, in the taxable year, have

eollected received premiums._other than life insurance premiums, written ea

subjeets-of for insurance on nroperty or risks resident, located or to be performed
outside this state&here shall be-subtractedfrem multinlv the net income figure

derived by application of sub. (2)'/a\

federmmuable=ricome by the arithmetic average of the following 2 percentages:
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SECTION 1751. 71.45 (3) (a) of the statutes is amended to read:

71.45 (3) (a) The Subject to sub. (3d), the percentage ef-tetal determined by
dividing the sum of direct premiums written en-all-property-and-risks for insurance

performed in this state. by the sum of direct nremiums written for insurance on all

pronertv and risks, other than life insurance, wherever located during the-taxable

year-asrefleets, and assumed premiums written ea-insurance for reinsurance on all

pronertv and risks, other than life insurance, where-the-subject of insurance-was

SEcTION 29. 71.45 (3) (b) of the statutes is renumbered 71.45 (3) (b) 1. and

amended to read:
71.45 (3) (b) 1. The Subject to sub, (3d), the percentage of determined bv

lividing I Ui life i \L. paid in thi in 1
taxable vear bv total payroll, exclusive of life insurance payroll, paid everywhere in

the taxable year as—refleets—such
Compensation,

2. Under subd. 1.. compensation is paid outside in this state if the individual’s

service is performed entirely eutside in this state; or the individual’s service is
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performed both within—and-witheut in and outside this state, but the service
performed within outside this state is incidental to the individual’s service witheut
in this state; or some service is performed witheut in this state and the base of
operations, or if there is no base of operations, the place from which the service is
directed or controlled is witheut in this state, or the base of operations or the 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 eutside in this state.

SecTioN 30. 71.45 (3d) of the statutes is created to read:

71.45 (3d) PHASE IN, povestic Insurers. (@) For taxable years beginning after
December 3 1, W%gﬁféefore January 1, Z00%, g’(joo?ﬁ?estic insurer that is subject
to apportionment under sub. (3) and this subsection shall multiply the net income
figure derived by the application of sub. (2) by an apportionment fraction composed
of the percentage under sub. (3) (a) representing 63% of the fraction and the
percentage under sub. (3) (b) 1. representing 37% of the fraction..;2 002
(b) For taxable years beginning after December 31, Zg)?,/aand before January
1, %Zf() A a%gn?gstic insurer that is subject to apportionment under sub. (3) and this
subsection shall multiply the net income figure derived by the application of sub. (2)
by an apportionment fraction composed of the percentage under sub. (3) (a)
representing 85% of the fraction and the percentage under sub. (3) (b) 1. representing
15% of the fraction. 2003

(c) For taxable years beginning after December 31, Z0¢%/a domestic insurer
that is subject to apportionment under sub. (3) and this subsection shall multiply the
net income figure derived by the application of sub. (2) by the‘percentage under sub.
(3) (a).

SecTioN 31. 71.45 (3m) of the statutes is amended to read:
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71.45 (3m) AR THVETIC AVERAGE. The EXxcept as provided in sub. (3d), the

arithmetic average of the 2 percentages referred to in sub. (3) shall be applied to the
net income figure arrived at by the successive application of sub. (2) (a) and (b) with
respect to Wisconsin insurers to which sub. (2) (a) and (b) applies and which have
eolleeted received premiums,_other than life insurance nremiums, written upen for
insurance;-ether-thanlife-insurance —where-the-subject-of such-msuranee-was on
gronertv or risks resident, located or to be performed outside this state, to arrive at
Wisconsin income constituting the measure of the franchise tax.

SecTION 32. 71.47 (4) (a) of the statutes is amended to read:

71.47 (4) (a) Credit. Any corporation may credit against taxes otherwise due
under this chapter an amount equal to 5% of the amount obtained by subtracting
from the corporation’s qualified research expenses, as defined in section 41 of the
internal-revenuecode Internal Revenue Code, except that “qualified research
expenses” includes only expenses incurred by the claimant, incurred for research
conducted in this state for the taxable year, except that a taxpayer may elect the
alternative computation under section 41 (c) (4) of the Internal Revenue Code and
that election applies until the department permits its revocation and except that
“qualified research expenses” does not include compensation used in computing the
credit under subs. (Idj) and (1dx), the corporation’s base amount, as defined in
section 41 (c) of the internal revenue-cede Internal Revenue Code, except that gross
receipts used in calculating the base amount means gross receipts from sales
attributable to Wisconsin under s. 71.25 (9) (b) 1. and 2. ard, (d).and (dm). Section
41 (h) of the internalrevenueeode Internal Revenue Code does not apply to the credit
under this paragraph.

SecTioN 33. Nonstatutory provisions.
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(1) INCOME APPORTIONMENT FOR FINANCIAL ORGANIZATIONS; RULES. 4)

44 The department of revenue shall submit in proposed form rules related to

the apportionment of the income of financial organizations under sections 71.04 (4)
v

(e) and 71.25 (6) (e)léf the statutes, as created by this act, to the legislative council

st-aff under section 227.15 (1) of the statutes no later than the first day of the 4th
WON
month beginning after the effective date of this Mgu\w@d’m

ing the procedure under section 227.24 of the statutes, tw
of revenue may~promulgate rules related to the apportionment of tH{e income of

8

9 financial organizations under sections 71.04 (4) (e) and 71.25 (6)(e) of the statutes,
10 as created by this act, for period before the effective daté€ of the rules submitted
11 under paragraph (a), but not to exceed the period au lﬁﬁzed under section 227.24
12 (1) (¢) and (2) of the statutes. Notwiths i 3@; 227.24 (1) (a), (2) (b) and (3)
13 of the statutes, the department is not requjréd to prayide evidence that promulgating
14 a rule under this paragraph as an em€rgency rule is necessary for the preservation
15 of the public peace, health, safetfy or welfare and is not reqsm’&id&ﬁn_ding

—16———0 e promulgated under this paragraph.

17 SecTioN 34. Initial applicability.
18 (1) AProrTI ONVENT FACTORS.  This act first applies to taxable years beginning
19 after December 31, 1999\./
20 (END)
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(4 (7) (dt) 1 For }uable ye,ars/ begmnmg after June 30, 200%9 gross

ising pévenue, are

receipts fror/nrr/adlo and te ye/wsxonabr@/ dcastmg, mcludmg adv

attrxbuted to this state i in proportion to the audlence in thls, téte as comlg;red to the
/

. o B r/; / /’
total audlence ’ , /- /S / Y
b / " ¢ / y . / /4

/ 2

/’ 2. For taxable years beginning after June 30 2000 the gros§ recelpts from /
,f* /

newspapers and magazmes mcludmg advert1s1ng evenue are’ att’hbut/éd to th"

/ p
dtein proportlon tothe circulationi u% tlg@state as compared to th/totalfc{rcu tion.

| 1 o
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SECTIQ 7. 71.04 (7) (dw) of the statutes is created to read:

71.04 (7) (dw) 1. Except as provided i'n:Subds. 2. and 3., if a person doing
business in this state and outside this state owns a business that is subject to
apportionment under sub. (4) or s. 71.25 (6)' and a business that is subject to
apportionment under sub. (8), the person shallf apportion income as provided under
sub. (4) or s. 71.25 (6).

2. A person who has filed a tax return and who has reported income on the
return as apportioned under subd. 1. may request permission from the department
to use an alternative apportionment method in the next taxable year, if the person
receives at least 50% of the person’s total grf)ss receipts in a taxable year from a ‘
business described under sub. (8) (c). If the department grants permission to a
person to use an alternative apportionment method under this subdivision, the
person may not use the alternative method, and shall apportion income under subd.

., if the person receives less than 50% of the person’s total gross receipts in a taxable

year from a business described under sub. (8) (c).

3. The department may require that a person who is subject to apportionment
o v
under this section use an alternative apportionment method to accurately reflect

income that is attributable to this state.
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N SER '3/0}
communications network are attributed to this state Wim’tﬁﬂ@er of

events-held in this state in which the taxpayer’s tear is a participant and that are

related to the.contract compared to t otd number of events in which the

taxpayer's team is aparticipant that are related to the contract.
SecTion 39. 71.25¢Qr(dt) of the statutes is created to read:

ble years begi nni ng after June 30, 2000, the gross

tota}audience.

2. For taxable years beginning after Juneé 2000, the gross receipts from

11 newspapers and magazines, including advertising revenu@are attributed to this
Y, 1 state in proportion to the circulation in this state as compared to the total circulation.
T SEcTion Q. 71.25 (9) (dw) of the Staiutes is created to read: N

14 71.25 (9) (divé) 1. Except as provided in subds. 2. and 3., if a person doing

15 business in this state and outside this state ‘owns a business that is subject to

16 apportionment under sub. (6) or s. 71.04 (4) and a business that is subject to

17 apportionment under sub. (10), the person shall apportion income as provided under
18 sub. (6) or s. 71.04 (4).
19 2. A person who has filed a tax return and who has reported income on the

20 return as apportioned under subd. 1. may request permission from thedepartment

21 to use an alternative apportionment method in the next taxable year, if the person
22 receives at least 50% of the person’s total gross receipts in a taxable year from a
23 business described under sub. (10) (c). If the department grants permission to a
24 person to use an aternative apportionment method under this subdivision, the

person may not use the aternative method, and shall apportion income under subd.

ﬁ
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., if the person receives less than 50% of the person’s total gross receipts in a taxable
year from, a business described under sub. (10) (c).

3. The department may require that a person who is subject to apportionment
Vool

under this section use an alternative apportionment method to accurately reflect

income that is attributable to this state. WD oF m/m &{’ZL
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SECTION 41. 71.25 (9) () (title) of the statutes is regg,aled:—""‘s‘”’“""\a
SECTIQN 42. 71.25 (9) (f) (title) of the statutes is’;gpealed.
SECTION 43. 71.25(9d) of the statutes ig-Created to read:

71.25 (9d) ANCIAL ORGAﬁIZATIONS./é; Definitions. In this subsection:

1. “‘Billing address” means the address to which a taxpayer under this

subsection sends a notice, statement or bill to the taxpayer’'s customer.

2. “Credit card” includes a debit card and a travel and entertainment card.

3. “Credit card reimpursement fee” means the fee that a taxpayer receives from
a merchant’s bank because a person to whom the taxpayer has issued a credit card
has paid for merchgndise or services sold by the merchant with the credit card.
4. “Financial organization” means a bank; a savings bank; a bank holding
trust company; a credit union, except a

company; a 8g¥ings and loan association,

credit unio that is exempt from taxes undeg 8. 71.26 (1) (a); a production credit
associatign; or an agency or branch of a foreign degository; whether chartered under
the law{:f this state, another state or territory, the lawsof the United States or the
lawg of a foreign country. “Financial organization” includes a corporation that
dérives at least 50% of its total gross income from finance leases, including direct

finance leases and leverage leases as defined by rule, and a corpora tion that derives
at least 50% of its total gross income from an activity that a financial organjzation

performs, except that “financial organization” does not include an insurance




Kreye, Joseph

From: Ourada, Thomas D

Sent: Thursday, January 27, 2000-1:20 PM

To: Nowlan, Andrew; Ford, William; Kreye, Joseph
Subject: FW: LRB 412312 -- Single Sales Apportionment
Importance: High

Gentlemen attached are changes to the draft reflecting discussions with Carol Held. Thanks.

----- Original Message-----

From: Held, Carol L

Sent: Thursday, January 27, 2000 12:41 PM

To: Ourada, Thomas D

Subject: LRB 4123/2 -- Single Sales Apportionment
Importance: High

Here are the proposed changes.
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Date: January 27, 2000

To: Tom Ourada

From: Carol Held

Subject: Changes to LRB 4123/2 -- Single Sales Factor

Based on our conversation, the following changes should be made to the draft:

1. Exclude interstate pipeline companies from the corporations that will be going to the
single sales factor. They will continue to apportion their income as provided in sec. Tax
2.48. (It appears that pipeline companies were excluded from the definition of “public
utility” in 1987 Act 27.)

(\a/. Delete bill Section 1, which creates sec. 71 .01(12m).

vb/ Delete bill Section 11, which creates sec. 71.04(7)(dm).

Delete bill Section 15, which creates sec. 71.22(10m).

Delete bill Section 25, which creates sec. 71.22(9)(dm).

Delete bill Section 29, which amends sec. 71.28(4)(a).

Delete bill section 34, which amends sec. 71.47(4)(a).

Amend secs. 71.04(4) and 71.25(6) to include a reference to interstate pipeline
companies.

Amend secs. 71.04(8)(c) and 71.25(1 O)(c) to include a reference to interstate
pipeline companies.

Check any other sections that refer to railroads to see if they should include a
reference to interstate pipeline companies.

AR

2. Exclude interstate air carriers from the corporations that will be going to the single sales
factor. They will continue to apportion their income as provided in sec. Tax 2.46. (It
appears that air carriers were excluded from the definition of “public utility” in 1987 Act
27

A

a, Amend secs. 71.04(4) and 71.25(6) to include a reference to interstate air
carriers
b

carriers.
Check any other sections that refer to railroads to see if they should include a

reference to interstate air carriers.

/ Amend Secs. 71.04(8)(c) and 71.25(1 0)(c) to include a reference to interstate air

3. Exclude the provisions relating to the apportionment of income of diversified businesses.

s

. Delete bill Section 12, which creates sec. 71.04(7)(dw).
~ Delete bill Section 26, which creates sec. 71.25(9)(dw).

4, Clarify the treatment of financial organizations.
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e

Revise bill Section 7, which creates sec. 71.04(4)(e), to read:

For taxable years beginning after December 31, 2001, and before January 1,
2004, the apportionment fraction for the remaining net income of a financial
institution shall include a receipts factor that represents more than 50% of the
fraction as determined by rule by the department. For taxable years beginning
after December 31, 2003, the apportionment fraction for the remaining net
income of a financial institution shall be a receipts factor as determined by rule by

the department.

Make a similar change to bill Section 21, which creates sec. 71.25(6)(e).

I b
5. \7ange the effective dates.
a Change the date in bill Section 13, which amends sec. 71.04(8)(b)1., from

e
£

January 1, 2001, to January 1, 2002.

Change the date in bill Section 27, which amends sec. 71.25(10)(b)1., from
January 1, 2001, to January 1, 2002.

Change the date in bill Section 36, initial applicability, from December 31, 1999,
to December 31, 2001.

6. yy/ the treatment of public utilities.
. In bill Sections 13 and 27, would it be possible to repeat the language from subd.

2. in subd. 1. and then add at the beginning of subd. 2. the words “For taxable
years beginning on or after January 1, 2002, “public utility” alse means . . .
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AN ACT to renumber and amend 71.04 (4), 71.04 (8) (b), 71.25(6), 71.25 (10) (b)
and 71.45 (3) (b); to amend 71.04 (5) (intro.), 71.04 (6) (intro.), 71.04 (7) (d),
71.04 (lo), 71.25 (7) (intro.), 71.25 (8) (intro.), 71.25 (9) (d), 71.25 (II), 71.28 (4)
(a), 71.45 (3) (intro.), 71.45 (3) (a), 71.45 (3m) and 71.47 (4) (a); and to create
71.01 (12m), 71.04 (4) (a), 71.04 (4) (b), 71.04 (4) (c), 71.04 (4) (d), 71.04 (4) (e),
71.04 (7) (dm), 71.04 (7) (dw), 71.22 (10m), 71.25 (6) (a), 71.25 (6) (b), 71.25 (6)
(c), 71.25 (6) (d), 71.25 (6) (), 71.25 (9) (dm), 71.25 (9) (dw) and 71.45 (3d) of the
statutes; relating to: single sales factor apportionment of income for corporate

> income tax and franchise tax purposes and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, when computing corporate income taxes and franchise
taxes, a formula is used to attribute a portion of a corporation’s income to this state.
The formula has three factors: a sales factor, a property factor and a payroll factor.
The sales factor represents 50% of the formula and the property and payroll factors
each represent 25% of the formula. When computing income taxes and franchise
taxes for an insurance company, a formula with a premium factor and a payroll factor
is used to attribute a portion of an insurance company’s income to this state.
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Under this bill, beginning on January 1, 2004, the sales factor will be the only
factor used to attribute a portion of a corporation’s income to this state. The property
and payroll factors will be decreased, and eventually phased out, over the next four
years as the sales factor is increased and becomes the only factor. Beginning on
January 1, 2004, the premium factor will be the only factor used to attribute a portion
of an insurance company’s income to this state. The payroll factor will be decreased,
and eventually phased out, over the next four years as the premium factor is
i nd becomes the only factor.
rther information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

~N O o
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SECTION 2. 71.04 (4) of the statutes is renumbered 71.04 (4) (intro.) and

amended to read:

71.04 (4) NONRESIDENT ALLOCATION AND  APPORTI ONVENT  FORMULA. (int}‘o.)
Nonresident individuals and nonresident estates and trusts engaged in business
within and without the state shall be taxed only on such income as is derived from
business transacted and property located within the state. The amount of such
income attributable to Wisconsin may be determined by an allocation and separate
accounting thereof, when the business of such nonresident individual or nonresident
estate or trust within the state is not an integral part of a unitary business, but the
department of revenue may permit an allocation and separate accounting in any case
in which it is satisfied that the use of such method will properly reflect the income
taxable by this state. In all cases in which allocation and separate accounting is not
permissible, the determination shall be made in the following manner: for all

V4
businesses exceptjfinancial organizations,[public utilities, railroads, sleeping car
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companies and car line companies there shall first be deducted from the total net
income ofthe taxpayer the part thereof (less related expenses, if any) that follows the

situs of the property or the residence of the recipient. The remaining net income shall

be apportioned to Wiseensin this state by use of an-appertionmentfractioncompesed

SEcTION 3. 71.04 (4) (a) of the statutes is created to read:

71.04 (4) (a) For taxable years beginning before January 1, 2002, an
apportionment fraction composed of a sales factor under sub. (7) representing 50%
of the fraction, a property factor under sub. (5) representing 25% of the fraction and
a payroll factor under sub. (6) representing 25% of the fraction.

SECTION 4. 71.04 (4) (b) of the statutes is created to read:

71.04 (4) (b) For taxable years beginning after December 31, 2001, and before
January 1, 2003, an apportionment fraction composed of a sales factor under sub. (7)
representing 63% of the fraction, a property factor under sub. (5) representing 18.5%
of the fraction and a payroll factor under sub. (6) representing 18.5% of the fraction.

SECTION 5. 71.04 (4) (c) of the statutes is created to read:

71.04 (4) (c¢) For taxable years beginning after December 31, 2002, and before
January 1, 2004, an apportionment fraction composed of a sales factor under sub. (7)
representing 85% of the fraction, a property factor under sub. (5) representing 7.5%
of the fraction and a payroll factor under sub. (6) representing 7.5% of the fraction.

SECTION 6. 71.04 (4) (d) of the statutes is created to read:

71.04 (4) (d) For taxable years beginning after December 31, 2003, an
apportionment fraction composed of the sales factor under sub. (7).

SECTION 7. 71.04 (4) (e) of the statutes is created to read:
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i »?(4: emaining ne’{;ncpfne@ aﬁﬁancii‘%l,,@fyganiz ti‘gl/l shall

20

by the départ ent.V

73

4 \SECTION 8. 71.04 (5) (intro.) of the statutes is amended to read:

5 71.04 (5) PROPERTY FACTOR. (intro.) For purposes of sub. (4) and for taxable
6

7 SEcTION 9. 71.04 (6) (intro.) of the statutes is amended to read:

8 71.04 (6) PAYROLLFACTOR. (intro.) For purposes of sub. (4) and for taxable years
9 beginning before Januarv 1.2004:

10 SECTION 10. 71.04 (7) (d) of the statutes is amended to read:

11 71.04 (7) (d) Sales, other than sales of tangible personal property, are in this
12 state if the income-producing activity is performed in this state. If the
13 income-producing activity is performed both in and outside this state the sales shall
14 be divided between those states having jurisdiction to tax such business in
15 proportion to the direct costs of performance incurred in each such state in rendering
16 this service. Services performed in states which do not have jurisdiction to tax the
17 business shall be deemed to have been performed in the state to which compensation

18 is allocated by sub- s. 71.04 (6), 1997 stats.

71.04 (7) (dm) of the statutes is crea

20 ipeli any operating in and outside this state, the

21 al.nclude the number of traffic units in this state

er of traffic units everywhere during the taxa

24 SECTION_12_71_04-CA-tdwrofthe statutests-ereated-to-read;

N\
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apportionment under sub.

apportionment under sub. (8),

LRB—4123/2
JK:kmg:km
SECTION 12

., If a person doing
owns a business that is subject to

.25 (6) and a business that is subject to

ortion income as,provid@cfﬁ;der

6-\ 2. A person who has filed a tax return and who has reported income-on-tire

10

11

12

13

14

15

16

18

19

20

22

23

24

returnas apportioned under subd. 1. may request permiiywﬁ the department

to use an alte

tive apportionment method in th?/ axable year, if the person

receives at least 50%~cf the person’s total gros}t Ceipts in a taxable year from a

TL o1

business described under su
person to use an alternative appo
person may not use the alternative:
., if the person receives less thgnt 50% of the person’s to

year from a business described under sub. (8) (c).

(8) (c). 17(9 department grants permission to a
ent method under this subdivision, the
hall apportion income under subd.

ross receipts in a taxable

under this sectjof use an alternative apportionment method to accurately reflect

at is attributable to this state.

SECTION 13. 71.04 (8) (b) of the statutes is renumbered 71.04 (8) (b) 1. and

amended to read:

71.04 (8) (b) 1. “Publie Fo

“public Utility”, as useddn thissection, meansy: any businmess ent®y

0 r
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7/%% Aoscalle georr fequnains off,
3\7 ) ZOQ/n U 0 T
been established or approved by a federal, state or m"gfv'é’;nmentor governmental

v - . g
2. In this section,“public utility” -alse;means any business entity providing

service to the public and engaged in the transportation of goods and persons for hire,
as defined in s. 194.01 (4), regardless of whether or not the entity’s rates or charges

for services have been established or approved by a federal, state or local government

or governmental agency. /NJERT 6 _ 7 ] /

SECTION 14. 71.04 (10) of the statutes o read:

71.04 (10) DerarTMVENT MAY WAIVE FACTGR. Where, in the case of any nonresident
individual or nonresident estate or trust engaged in business within in and witheut
the outside this state ef Wiseensin and required to apportion its income as provided
in this section, it shall be shown to the satisfaction of the department of revenue that
the use of any one of the 3 factors provided under sub. (4) gives an unreasonable or
inequitable final average ratio because of the fact that such nonresident individual
or nonresident estate or trust does not employ, to any appreciable extent in its trade
or business in producing the income taxed, the factors made use of in obtaining such
ratio, this factor may, with the approval of the department of revenue, be omitted in

obtaining the final average ratio which is to be applied to the remaining net income.

23
24

SECTION 16. 71.25 (6) of the statutes is renumbered 71.25 (6) (intro.) and

amended to read:
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71.25 (6) ALLOCATI ONANDSEPARATEACCOUNTI NGANDAPPORTI ONMENTFORMULA.
(intro.) Corporations engaged in business within and without the state shall be taxed
only on such income as is derived from business transacted and property located
within the state. The amount of such income attributable to Wisconsin may be
determined by an allocation and separate accounting thereof, when the business of
such corporation within the state is not an integral part of a unitary business, but
the department of revenue may permit an allocation and separate accounting in any
case in which it is satisfied that the use of such method will properly reflect the
income taxable by this state. In all cases in which allocation and separate accounting
is not permissible, the determination shall be made in the following manner: for all

- OU/L CONNLL ) AL COMNIMINARA, 3
businesses exceptﬁnancial organizations{;;xblic utilities, railroads, sleeping car

companies, car line companies and corporations or associations that are subject to
a tax on unrelated business income under s. 71.26 (1) (a) there shall first be deducted
from the total net income of the taxpayer the part thereof (less related expenses, if

any) that follows the situs of the property or the residence of the recipient. The

remaining net income shall be apportioned to Wiseensin this state by use of ar

SecTIoN 17. 71.25 (6) (a) of the statutes is created to read:

71.25 (6) (a) For taxable years beginning before January 1, 2002, an
apportionment fraction composed of a sales factor under sub. (9) representing 50%
of the fraction, a property factor under sub. (7) representing 25% of the fraction and
a payroll factor under sub. (8) representing 25% of the fraction.

SecTioN 18. 71.25 (6) (b) of the statutes is created to read:
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1 71.25 (6) (b) For taxable years beginning after December 31, 2001, and before
2 January 1, 2003, an apportionment fraction composed of a sales factor under sub. (9)
3 representing 63% of the fraction, a property factor under sub. (7) representing 18.5%
4 of the fraction and a payroll factor under sub. (8) representing 18.5% of the fraction.
5 SECTION 19. 71.25 (6) (c) of the statutes is created to read:
6 71.25 (6) (c) For taxable years beginning after December 31, 2002, and before
7 January 1, 2004, an apportionment fraction composed of a sales factor under sub. (9)
8 representing 85% of the fraction, a property factor under sub. (7) representing 7.5%
9 of the fraction and a payroll factor under sub. (8) representing 7.5% of the fraction.
10 SECTION 20. 71.25 (6) (d) of the statutes is created to read:
11 71.25 (6) (d) For taxable years beginning after December 31, 2003, an
12 apportionment fraction composed of the sales factor under sub. (9).
13 SECTION 21. 71.25 (6) (e) of the statutes is created to read:

(e)~For taxa‘.f)le yefrs begifining, after Decem ef/31, 2001, the”
/ ? Ry iy

apportio ment frelctio fof' ema1rj/g et’mcome"‘of ad! anc1afo’rgamza%;on shat] “"

bé determlned g;r/;:lle b the de//r tént. ¢ [H‘ M 8 \J

SECTION 22. 71.25 (7) (intro.) of the statutes is amended to read:

18 71.25 (7) PROPERTY FACTCR. (intro.) For purposes of sub. (5) and for taxable
19 years beginning before January 1.2004:;

20 SECTION 23. 71.25 (8) (intro.) of the statutes is amended to read:

21 71.25 (8) PAYROLL FACTQR. (intro.) For purposes of sub. (5) and for taxable vears
22 beginning before January 1.2004:

23 SECTION 24. 71.25 (9) (d) of the statutes is amended to read:

24 71.25 (9) (d) Sales, other than sales of tangible personal property, are in this

25 state if the income-producing activity is performed in this state. If the
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1 income-producing activity is performed both in and outside this state the sales shall
2 be divided between those states having jurisdiction to tax such business in
3 proportion to the direct costs of performance incurred in each such state in rendering
4 this service. Services performed in states which do not have jurisdiction to tax the
5 business shall be deemed to have been performed in the state to which compensation
6 is allocated by sub- 5. 71.25 (8), 1997 stats.

25. 71.25(9) (dm) of t‘}ie’:ﬁjgba,tutes,-isverea'eed-tﬂ—read-w ——- e T

8 71.25 (9) (dm) apip.eli’ﬁ"é company operating in and outside this state, the

11 include the number of traffic units in this state

pra
9 numerator of the sales‘factor

10 during the taxable year and the denominat.

or of the sales factor shall include the total
.N S
».ll_____.-number/&gﬁ‘lc units everywhere during the t&Kk-year:

SECTION 26. 71.25 (9) (dw) of the statutes is created-toread:

13 - 71.25 (9)¢dw) 1. Except as provided in sylfds. 2. and 3., if a person doing
14 business in this state_and outside this state owns a business that is subject ta
15 apportionment under sub, (6) or s. 7¥04 (4) and a business that is subject to
16 apportionment under sub. (10)\theerson shall apportion income as provided under

17 sub. (6) or s. 71.04 (4).

18 2. A person who hag'filed a tax réturn and who has reported income on the
19 return as apportionegunder subd. 1. may request permission from the department
20 to use an alterngtive apportionment method in thenext taxable year, if the person
21 receives at Jéast 50% of the person’s total gross receipts in a taxable year from a
22 busings§ described under sub. (10) (c). If the department grants permission to a
23 person to use an alternative apportionment method under this subdiyision, the

24 person may not use the alternative method, and shall apportion income under subd.
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}5T0SS receipts in a taxable

if the person receives less than 50% of the person’s to

2 .
3 hat a person who is subject to apportionment
4 alternative apportionment method to accurately reflect
5
6 SEcTION 27. 71.25 (10) (b) of the statutes is renumbered 71.25 (10) (b) 1. and
g Dnipinonn, ettty g dhnenide donenideol ol
7 amended to read: 20072 Tl HZ ond Y
8 10) (b) 1. In this seefion, for taxable years beginning before January 1,
@ “public utility” means Any business entity which owns or operates any plant,
10 equipment, property, franchise, or license for the transmission of communications or
11 the production, transmission, sale, delivery, or furnishing of electricity, water or
12 steam the rates of charges for goods or services of which have been established or
13 approved by a federal, state or local government or governmental agency. “Publie
@ 2. In this section ; lic utility”valseir%eans any business entity providing
15 service to the public and pngaged in the transportation of goods and persons for hire,

16 as defined in s. 194.01 (4, regardless of whether or not the entity’s rates or charges

17 for services have been estaplished or approvedby a federal, state or local government

'6'6%/'/‘4/\/\/"‘44/
or governmental agency. ﬁ%’L W Q/M

_ < Docorlrer 31,2001,

\ 19 SECTION 28. 71.25 (11) of the statutes is amended to read:

20 71.25 (11) DerarRTMENT MAY WAIVE FACTGR. Where, in the case of any corporation
21 engaged in business within in and without-the outside this state of Wisconsin and
22 required to apportion its income as provided in sub. (6), it shall be shown to the
23 satisfaction of the department of revenue that the use of any one of the 3 factors
4 provided in sub. (6) gives an unreasonable or inequitable final average ratio because

of the fact that such corporation does not employ, to any appreciable extent in its

L//V;W?“ (O—Y /
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1 trade or business in producing the income taxed, the factors made use of in obtaining
2 such ratio, this factor may, with the approval of the department of revenue, be
3 omitted in obtaining the final average ratio which is to be applied to the remaining
4 net income. i I 1 ears beginnin
5 December 31.2003,

6. — ___SECTION 29. 71.28 (4) (a) b% the statutes is amended-toread: —
7 ) Credit. Any corporation may @:c/agalnst taxes otherwise due
8 under this chaptehan amount equal to 5% gm/f:: amount obtained by subtracting
9 from the corporation’, qualified research eépenses, as defined in section 41 of the

10 internal revenue—code Internal Revenlie Code, except that “qualified research

11 expenses” includes only expenses in@ér:red by the claimant, incurred for research

12 conducted in this state for the t7able year, except that a taxpayer may elect the

13 alternative computation under\section 41 (c) (4) of the Internal Revenue Code and
14 that election applies until the¢' department permits its revocation and except that
15 “qualified research expenses” does nit in}:Iude compensation used in computing the
16 credit under subs. (1dj)/and (1dx), the corporation’s base amount, as defined in
17 section 41 (c)of thei e, except that gross

18 receipts used in cdlculating the base amotpt means gross receipts from sales

19 attributable to Wisconsin under s. 71.25 (9) (b) 1. 2. and, (d) and

20 41 (h)of t}e’m%emal—revem&eeede Internal Revenue Code doesth

. Section
the credit
“21~___under this paragraph.

22 Secrion 30. 71.45 (3) (intro.) of the statutes is amended to read:

23 71.45 (3) APporTI OMVENT.  (intro.) With respeet Except as provided in sub. (3d),
24 to determine Wisconsin income for purposes of the franchise tax, domestic insurers
25 not-engaged-in the saleof lifa ingyrance but-which that, in the taxable year, have
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eolleeted received premiums, other than life insurance premiums, written en

subjeets-of for insurance on property or risks resident, located or to be performed

outside this stat&here shall be-subtraetedfremn multinly the net income figure
derived by application of sub. (2) ta)-te-arrive-at-Wisconsin-inec ibubing i)

federal taxable-income by the arithmetic average of the following 2 percentages:

SECTION 1751. 71.45 (3) (a) of the statutes is amended to read:

71.45 (3) (a) The Subject to sub. (3d), the percentage ef-total determined by
dividing the sum of direct premiums written erepecpertssand=isks for insurance
other than life insurance, on subiects of insurance resident. located or to be
performed in this state. and assumed nremiums written for reinsurance. other than

performed in this state. bv the sum of direct nremiums written for insurance on all

pronertv and risks. other than life insurance, wherever located durimg=the-tamable

year-asrefleets, and assumed premiums written en-insurance for reinsurance on all

pronertv and risks, other than life insurance, wheretThe subjechabimsarance-was

e wherever located. In this

SecTioN 31. 71.45 (3) (b) of the statutes is renumbered 71.45 (3) (b) 1. and

amended to read:
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71.45 (3) (b) 1. The Subject to sub. (3d), the percentage of determined by
taxable year by total payroll, exclusive of life insurance payroll, paid everywhere in
the taxable year as—reflects such—compensation—paid—outside—this—state:
Compensation,

2. Under subd. 1.. compensation is paid eutside in this state if the individual’s
service is performed entirely eutside in this state; or the individual’'s service is
performed both within—and-without in and outside this state, but the service
performed within gutside this state is incidental to the individual’'s service without
in this state; or some service is performed witheut in this state and the base of
operations, or if there is no base of operations, the place from which the service is
directed or controlled is witheut in this state, or the base of operations or the 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 eutside in this state.

SecTIoN 32. 71.45 (3d) of the statutes is created to read:

71.45 (3d) PHAsE 1N, DovEsTIC INsURERs. (@) For taxable years beginning after
December 31, 2001, and before January 1, 2003, a domestic insurer that is subject
to apportionment under sub. (3) and this subsection shall multiply the net income
figure derived by the application of sub. (2) by an apportionment fraction composed
of the percentage under sub. (3) (a) representing 63% of the fraction and the
percentage under sub. (3) (b) 1. representing 37% of the fraction.

(b) For taxable years beginning after December 31, 2002, and before January
1, 2004, a domestic insurer that is subject to apportionment under sub. (3) and this
subsection shall multiply the net income figure derived by the application of sub. (2)

by an apportionment fraction composed of the percentage under sub. (3) (a)
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representing 85%of the fraction and the percentage under sub. (3) (b) 1. representing
15% of the fraction.

(c) For taxable years beginning after December 31, 2003, a domestic insurer
that is subject to apportionment under sub. (3) and this subsection shall multiply the
net income figure derived by the application of sub. (2) by the percentage under sub.
(3) (a).

SECTION 33. 71.45 (3m) of the statutes is amended to read:

71.45 (3m) ARITHMETIC AVERAGE. The EXxcept as provided in sub. (3d), the
arithmetic average of the 2 percentages referred to in sub. (3) shall be applied to the
net income figure arrived at by the successive application of sub. (2) (a) and (b) with
respect to Wisconsin insurers to which sub. (2) (a) and (b) applies and which have

eolleeted received premiums,_other than life insurance premiums, written upen for

prooertv or risks resident, located or to be performed outside this state, to arrive at

Wisconsin income constituting the measure of the franchise tax.

to-readi———————

SECTION 34. 71.47 (4) (a) of the statutes is amen
447 (4) (a) Credit. Any corporation mdy credit against taxes dtherwise due
under this chapter an amount equal t9#5% of the amount .obtained by subtracting
from the corporation’s qualified reSearch expenses, as defined in section 41 of the
internal revenue code Interdial Revenue Code, except that “qualified research
expenses” includes only&xpenses incurred by the claimant, incurred for research
conducted in this gtate for the taxable year, except that a taxpayer may elect the
alternative coafputation under section #3.(c) (4) of the Internal Revenue Code and
that eleetion applies until the department permits~its revocation and except that

qualified research expenses” does not include compensation usiedimcomputing the
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ion’s-base amount, as defined in

lﬁre&tw:)s. (1dj) and (1dx), the corporat
section 41 (c) of the i Internal Revenue Code, except that gross

e base amount means gross receipts from sales

attributable to Wis i 71.25 (9) (b) 1. and 2. and, (d) and ¥dm). Section

Internal Revenue Codedoes not apply to the credit

under this paragraph.

SECTION 35. Nonstatutory provisions.

(1) I NCOVE  APPORTIONMENT  FOR  FINANCIAL  ORGANIZATIONS,  RULES. The
department of revenue shall submit in proposed form rules related to the
apportionment of the income of financial organizations under sections 71.04 (4) (é/)
and 71.25 (6) (e)‘Sf the statutes, as created by this act, to the legislative council staff
under section 227.15 (1) of the statutes no later than the first day of the 4th month
beginning after the effective date of this subsection.

SECTION 36. Initial applicability.

(1) APporTI ONVENT FACTORS.  This act first applies to taxable years beginning
after December 31,

(END)

700|
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Under current law, the income of a financial organization is apportioned, for
corporate income tax and franchise tax purposes, by rules established by the
department of revenue (DOR). Under the bill, for taxable years beginning after
December 31, 2001, and before January 1, 2004, the income of a financial
organization is apportioned by multiplying that income by a fraction that includes
a sales factor representing more than 50% of the fraction, as determined by rule by
DOR. For taxable years beginning after December 31,2003, the income of a financial
organization is apportioned by rules established by DOR.

Under current law and under the bill, the income of air carriers and pipeline
companies is apportioned by rules established by DOR.

INSERT4 -3

71.04 (4) (e) For taxable years beginning after December 31, 2001, and before
January ‘1, 2004, the apportionment fraction for the remaining net income of a
financial organization shall include a sales factor that represents more than 50% of
the apportionment fraction, as determined by rule by the department. For taxable
years beginning after December 31, 2003, the apportionment fraction for the
remaining net income of a financial organization shall be determined by rule by the
department.

¢

| NSERT 6-7

SECTION 1. 71.04 (8) (c) of the statutes is amended to read:

71.04 (8) (c) The net business income of railroads, sleeping car companies, car
o e
line companies, pipeline companies, financial organizations,_ air carriers and public

utilities requiring apportionment shall be apportioned pursuant to rules of the
department of revenue, but the income taxed is limited to the income derived from
business transacted and property located within the state.

INSERT 8 - 16

71.25 (6) (e) For taxable years beginning after December 31, 2001, and before

January 1, 2004, the apportionment fraction for the remaining net income of a
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financial organization shall include a sales factor that represents more than 50% of
the apportionment fraction, as determined by rule by the department. For taxable
years beginning after December 31, 2003, the apportionment fraction for the

remaining net income of a financial organization shall be determined by rule by the

department. /
INSERT 10 - 18

SECTION 2. 71.25 (10) (c) of the statutes is amended to read:

7 1.25 (10) (c) The net business income of railroads, sleeping car companies, car
line companies, pipeline companies, financial organizations,_air carriers and public
utilities requiring apportionment shall be apportioned pursuant to rules of the
department of revenue, but the income taxed is limited to the income derived from

business transacted and property located within the state.
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Kreye, Joseph

From: Ourada, Thomas D

Sent: Tuesday, February 01, 2000 1:04 PM
To: Kreye, Joseph

Subject: FW: 4123/3 - single factor

Hi Joe, per the voicemail | sent, attached is a note from Carol Held on the financial organization language. We had hoped
to include language saying that the formula would be a receipts factor fot tax year 2004 and beyond, so that the industry is
assured that the rule will reflect this and not leave it so open-ended. Is it possible to put the lanhuage in? | will mention
this to Andrew as well. Thanks.

----- Original Message-----

From: Held, Carol L

Sent: Tuesday, February 01, 2000 11:50 AM

To: Ourada, Thomas D; Walgren, Pamela J

cc: Collier, Dennis J; Braun, Eng; Hardt, Diane L
Subject: RE: 4123/3 - single factor

Tom, this draft takes care of everything we had discussed, with one exception. In the second sentence of the provisions
relating to financial organizations (bill sections 6 [creating sec. 71.04(4)(e)] and 18 [creating sec. 71.25(6)(e)]) it does not
specifically state that for taxable years beginning after December 31, 2003, the apportionment fraction shall consist solely
of a receipts factor.

----- Original Message-----

From: Ourada, Thomas D

Sent: Tuesday, February 01, 2000 11:01 AM

To: Held, Carol L; Walgren, Pamela J

cc: Collier, Dennis J; Braun, Eng; Hardt, Diane L
Subject: FW: 4123/3 - single factor

This is the revised single factor draft. Carol, can you let me know if it reflects our earlier discussions. Pam this is just
another heads-up on the draft that will soon be introduced. | believe it is the intent of Rep. Lehman to introduce this
version - | will let you know if that is confirmed. They are shooting for a hearing in Ways & Means on Feb. 16th.
Thanks.

----- Original Message-----

From: Gates-Hendrix, Sherrie

Sent: Monday, January 31, 2000 3:57 PM
To: Ourada, Thomas D

Subject: FW: 4123/3 - single factor

Single factor draft from LRB; | have not distributed to anyone.

<< File: 99-4123/3 >>
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1 AN ACT to renumber and g#mend 71.04 (4), 71.04 (8) (b), 71.25(6), 71.25 (10) (b)

2 and 71.45 (3) (b); to/@mend 71.04 (5) (intro.), 71.04 (6) (intro.), 71.04 (7) (d),
3 71.04 (8) (c), 71,04 (10), 71.25 (7) (intro.), 71.25 (8) (intro.>, 71.25 (9) (d), 71.25
4 (10) (c), 71.25 (11), 71.45 (3) (intro.), 71.45 (3) (a) and 71.45 (83m); and to create
5 71.04 (4) (a), 71.04 (4) (b), 71.04 (4) (c), 71.04 (4) (d), 71.04 (4) (e), 71.25 (6) (a),
6 71.25 (6) (b), 71.25 (6) (c), 71.25 (6) (d), 71.25 (6) () and 71.45 (3d) of the statutes;
7 relating to: single sales factor apportionment of income for corporate income
8 tax and franchise tax purposes and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, when computing corporate income taxes and franchise
taxes, a formula is used to attribute a portion of a corporation’s income to this state.
The formula has three factors: a sales factor, a property factor and a payroll factor.
The sales factor represents 50% of the formula and the property and payroll factors
each represent 25% of the formula. When computing income taxes and franchise
taxes for an insurance company, a formula with a premium factor and a payroll factor
is used to attribute a portion of an insurance company’s income to this state.

Under this bill, beginning on January 1, 2004, the sales factor will be the only
factor used to attribute a portion of a corporation’s income to this state. The property
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and payroll factors will be decreased, eventually phased out, over the next four
years as the sales factor is increased/and becomes the only factor. Beginning on
January 1, 2004, the premium factorgill be the only factor used to attribute a portion
of an insurance company's income tg this state. The payroll factor will be decreased,
and eventually phased out, overfthe next four years as the premium factor is
increased and becomes the only factor.

Under current law, the indome of a financial organization is apportioned, for
corporate income tax and franghise tax purposes, by rules established by the
department of revenue (DOR). r the bill, for taxable years beginning after
December 31, 2001, and before Janua 2004, the income of a financial
organization is apportioned by multiplying that intyme by a fraction that includes
a sales factor representing more than 50% of the fr&ction, as determined by rule by
DOR. For taxable years beginning after Decembey/31, 2003, the income of a financial
y DOR.

Under current law and under the bill, theincome of air carriers and pipeline
companies is apportioned by rules established by DOR.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.04 (4) of the statutes is renumbered 71.04 (4) (intro.) and
amended to read:

71.04 (4) NONRESIDENT ALLOCATION AND APPORTI ONVENT FORMULA.  (intro.)
Nonresident individuals and nonresident estates and trusts engaged in business
within and without the state shall be taxed only on such income as is derived from
business transacted and property located within the state. The amount of such
income attributable to Wisconsin may be determined by an allocation and separate
accounting thereof, when the business of such nonresident individual or nonresident
estate or trust within the state is not an integral part of a unitary business, but the
department of revenue may permit an allocation and separate accounting in any case
in which it is satisfied that the use of such method will properly reflect the income

taxable by this state. In all cases in which allocation and separate accounting is not
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permissible, the determination shall be made in the following manner: for all

businesses except air_carriers, financial organizations, pipeline companies, public

utilities, railroads, sleeping car companies and car line companies there shall first
be deducted from the total net income of the taxpayer the part thereof (less related

expenses, if any) that follows the situs of the property or the residence of the

recipient. The remaining net income shall be apportioned to Wiseensin this state by

SECTION 2. 71.04 (4) (a) of the statutes is created to read:

71.04 (4) (a) For taxable years beginning before January 1, 2002, an
apportionment fraction composed of a sales factor under sub. (7) representing 50%
of the fraction, a property factor under sub. (5) representing 25% of the fraction and
a payroll factor under sub. (6) representing 25% of the fraction.

SecTIioN 3. 71.04 (4) (b) of the statutes is created to read:

71.04 (4) (b) For taxable years beginning after December 31, 2001, and before
January 1, 2003, an apportionment fraction composed of a sales factor under sub. (7)
representing 63% of the fraction, a property factor under sub. (5) representing 18.5%
of the fraction and a payroll factor under sub. (6) representing 18.5% of the fraction.

SECTION 4. 71.04 (4) (c) of the statutes is created to read:

71.04 (4) (c) For taxable years beginning after December 31, 2002, and before
January 1, 2004, an apportionment fraction composed of a sales factor under sub. (7)
representing 85% of the fraction, a property factor under sub. (5) representing 7.5%
of the fraction and a payroll factor under sub. (6) representing 7.5% of the fraction.

SECTION 5. 71.04 (4) (d) of the statutes is created to read:
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71.04 (4) (d) For taxable years beginning after December 31, 2003, an
apportionment fraction composed of the sales factor under sub. (7).

SECTION 6. 71.04 (4) (e) of the statutes is created to read:

71.04 (4) (e) For taxable years beginning after December 31, 2001, and before
January 1, 2004, the apportionment fraction for the remaining net income of a
financial organization shall include a sales factor that represents more than 50% of
the apportionment fraction, as determined by rule by the department. For taxable
years beginning after December 31, 2003, the apportionment fraction for the
remaining net income of a financial organization M’Mqijdetermmed by rule by the
department, ’U’*

SECTION 7. 71.04 (5) (intro.) of the statutes is amended to read:

71.04 (5) PROPERTY FACTOR. (intro.) For purposes of sub. (4) and for taxable
years beginning before January 1.2004:

SECTION 8. 71.04 (6) (intro.) of the statutes is amended to read:

71.04 (6) PAYROLL FACTOR. (intro.) For purposes of sub. (4) and for taxable years

beginning before January 1.2004:

SECTION 9. 71.04 (7) (d) of the statutes is amended to read:

71.04 (7) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the
business shall be deemed to have been performed in the state to which compensation

is allocated by sub- s. 71.04 (6), 1997 stats.

i ot
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SECTION 10. 71.04 (8) (b) of the statutes is renumbered 71.04 (8) (b) 1. and

amended to read:

71.04 (8) (b) 1. “Publie For taxable vears beginning before January 1. 2002,

“public utility”, as used in this section, means any business entity as described under
subd. 2. and any business entity which owns or operates any plant, equipment,

property, franchise, or license for the transmission of communications or the
production, transmission, sale, delivery, or furnishing of electricity, water or steam,
the rates of charges for goods or services of which have been established or approved
by a federal, state or local government or governmental agency. “Publie

2. 1n this section. for taxable vears beginning after December 31, 2001, “public
utility” alse means any business entity providing service to the public and engaged
in the transportation of goods and persons for hire, as defined in s. 194.01 (4),
regardless of whether or not the entity’s rates or charges for services have been
established or approved by a federal, state or local government or governmental
agency.

SEcTIioN 11. 71.04 (8) (c) of the statutes is amended to read:

71.04 (8) (¢) The net business income of railroads, sleeping car companies, car
line companies, pipeline companies, financial organizations, air carriers and public
utilities requiring apportionment shall be apportioned pursuant to rules of the
department of revenue, but the income taxed is limited to the income derived from
business transacted and property located within the state.

SECTION 12. 71.04 (10) of the statutes is amended to read:

71.04 (10) DEePARTMENT MAY WAIVE FACTOR. Where, in the case of any nonresident
individual or nonresident estate or trust engaged in business within in and without

the outside this state efWiseensin and required to apportion its income as provided
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BILL SECTION 12
in this section, it shall be shown to the satisfaction of the department of revenue that
the use of any one of the 3 factors provided under sub. (4) gives an unreasonable or
inequitable final average ratio because of the fact that such nonresident individual

or nonresident estate or trust does not employ, to any appreciable extent in its trade

or business in producing the income taxed, the factors made use of in obtaining such

ratio, this factor may, with the approval of the department of revenue, be omitted in

obtaining the final average ratio which is to be applied to the remaining net income.

SECTION 13. 71.25 (6) of the statutes is renumbered 71.25 (6) (intro.) and

amended to read:

71.25 (6) ALLOCATI ONANDSEPAFLATEACCOUNTI NGANDAPPORTI ONMENTFORMTJLA.
(intro.) Corporations engaged in business within and without the state shall be taxed
only on such income as is derived from business transacted and property located
within the state. The amount of such income attributable to Wisconsin may be
determined by an allocation and separate accounting thereof, when the business of
such corporation within the state is not an integral part of a unitary business, but
the department of revenue may permit an allocation and separate accounting in any
case in which it is satisfied that the use of such method will properly reflect the
income taxable by this state. In all cases in which allocation and separate accounting
is not permissible, the determination shall be made in the following manner: for all
businesses except air _carriers, financial organizations, pipeline companies, public
utilities, railroads, sleeping car companies, car line companies and corporations or
associations that are subject to a tax on unrelated business income under s. 71.26 (1)
(@) there shall first be deducted from the total net income of the taxpayer the part

thereof (less related expenses, if any) that follows the situs of the property or the
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residence of the recipient. The remaining net income shall be apportioned to

Wisconsin this state by use of an

of the-fraetion- the following:

SECTION 14. 71.25 (6) (a) of the statutes is created to read:

71.25 (6) (a) For taxable years beginning before January 1, 2002, an
apportionment fraction composed of a sales factor under sub. (9) representing 50%
of the fraction, a property factor under sub. (7) representing 25% of the fraction and
a payroll factor under sub. (8) representing 25% of the fraction.

SECTION 15. 71.25 (6) (b) of the statutes is created to read:

71.25 (6) (b) For taxable years beginning after December 31, 2001, and before
January 1, 2003, an apportionment fraction composed of a sales factor under sub. (9)
representing 63% of the fraction, a property factor under sub. (7) representing 18.5%
of the fraction and a payroll factor under sub. (8) representing 18.5% of the fraction.

SECTION 16. 71.25 (6) (c) of the statutes is created to read:

71.25 (6) (c) For taxable years beginning after December 31, 2002, and before
January 1, 2004, an apportionment fraction composed of a sales factor under sub. (9)
representing 85% of the fraction, a property factor under sub. (7) representing 7.5%
of the fraction and a payroll factor under sub. (8) representing 7.5% of the fraction.

SECTION 17. 71.25 (6) (d) of the statutes is created to read:

71.25 (6) (d) For taxable years beginning after December 31, 2003, an
apportionment fraction composed of the sales factor under sub. (9).

SECTION 18. 71.25 (6) (e) of the statutes is created to read:
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71.25 (6) (e) For taxable years beginning after December 31, 2001, and before
January 1, 2004, the apportionment fraction for the remaining net income of a
financial organization shall include a sales factor that represents more than 50% of
the apportionment fraction, as determined by rule by the department. For taxable
years beginning after December 31, 2003, the apportionment fraction for the
remaining net income of a financial organization ﬁ’b@/l,be determined by rule by the
T compiied of & solin faila; e

SEcTioN 19. 71.25 (7) (intro.) of the statutes is amended to read:

department.

71.25 (7) PROPERTY FACTOR. (intro.) For purposes of sub. (5) and for taxable

years beginning before Januarv 1, 2004:
SEcTioN 20. 71.25 (8) (intro.) of the statutes is amended to read:
71.25 (8) PAYROLL FACTQR. (intro.) For purposes of sub. (5) and for taxable years

beqginning before January 1.2004:

SECTION 21. 71.25 (9) (d) of the statutes is amended to read:

71.25 (9) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state. If the
income-producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the
business shall be deemed to have been performed in the state to which compensation

is allocated by sub- s. 71.25 (8), 1997 stats.

SECTION 22. 71.25 (10) (b) of the statutes is renumbered 71.25 (10) (b) 1. and

amended to read:
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71.25 (10) (b) 1. In this section, for taxable vears beginning before January 1

2002, “public utility’ means any business entity as described under subd. 2. and any

business entity which owns or operates any plant, equipment, property, franchise,
or license for the transmission of communications or the production, transmission,
sale, delivery, or furnishing of electricity, water or steam the rates of charges for
goods or services of which have been established or approved by a federal, state or
local government or governmental agency “Public

2. In this section, for taxable vears beginning after December 31, 2001, “public
utility” alse means any business entity providing service to the public and engaged
in the transportation of goods and persons for hire, as defined in s. 194.01 (4),
regardless of whether or not the entity’s rates or charges for services have been
established or approved by a federal, state or local government or governmental
agency.

SECTION 23. 71.25 (10) (c) of the statutes is amended to read:

71.25 (10) (c) The net business income of railroads, sleeping car companies, car
line companies, pipeline companies, financial organizations, air carriers and public
utilities requiring apportionment shall be apportioned pursuant to rules of the
department of revenue, but the income taxed is limited to the income derived from
business transacted and property located within the state.

SECTION 24. 71.25 (11) of the statutes is amended to read:

71.25 (11) DEPARTMENT MAY WAIVE FACTCR. Where, in the case of any corporation
engaged in business within in and witheut-the outside this state of Wisconsin and
required to apportion its income as provided in sub. (6), it shall be shown to the
satisfaction of the department of revenue that the use of any one of the 3 factors

provided in sub. (6) gives an unreasonable or inequitable final average ratio because
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BILL SECTION 24
of the fact that such corporation does not employ, to any appreciable extent in its
trade or business in producing the income taxed, the factors made use of in obtaining
such ratio, this factor may, with the approval of the department of revenue, be
omitted in obtaining the final average ratio which is to be applied to the remaining

net income. This subsection does not apply to taxable years beginning after
December 31.2003.

SECTION 25. 71.45 (3) (intro.) of the statutes is amended to read:

71.45 (3) APporTI ONMVENT.  (intro.) With-respeet Except as provided in sub, (3d),
to determine Wisconsin income for nurnoses of the franchise tax, domestic insurers

ich that, in the taxable year, have
collected received premiums, other than life insurance nremiums, written en

subjeets-of for insurance on pronertv or risks resident, located or to be performed
outside this state;-there shall be-subtracted-from multinlv the net income figure

derived by application of sub. (2) 1o\

federal-taxable-ineome by the arithmetic average of the following 2 percentages:
SECTION 1751. 71.45 (3) (a) of the statutes is amended to read:
71.45 (3) (a) The Subiect to sub. (3d), the percentage eftetal determined by
dividing the sum of direct premiums written enet-peepartyand=risks for insurance

other than life insurance, on subiects of insurance resident, located or to be

life insurance. with respect to all nropertv and risks resident. located or to be

performed in this state. by the sum of direct nremiums written for insurance on all
pronertv and risks. other than life insurance, wherever located duriwsthe taseable
yearrasrefleets, and assumed premiums written en-insurance for reinsurance on all



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1999 - 2000 Legislature S 11- e
BILL SECTION 1751

pronertv and risks, other than life insurance, wherethe subjeciaimmsurance was

annual statement that is filed with the commissioner of insurance.
SECTION 26. 71.45 (3) (b) of the statutes is renumbered 71.45 (3) (b) 1. and
amended to read:

71.45 (3) (b) 1. The Subject to sub. (3d). the percentage of determined by

in thi

Gempensation,
2._Under subd. 1., compensation is paid eutside in this state if the individual's

service is performed entirely eutside in this state; or the individual’'s service is

performed both withinand witheut 1IN _and outside this state, but the service
performed within outside this state is incidental to the individual’s service witheut
in this state; or some service is performed witheut in this state and the base of
operations, or if there is no base of operations, the place from which the service is
directed or controlled is witheut in this state, or the base of operations or the 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 eutside in this state.

SECTION 27. 71.45 (3d) of the statutes is created to read:
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BILL SECTION 27
71.45 (3d) PHASE IN, DOMESTIC INSURERS (@) For taxable years beginning after
December 31, 2001, and before January 1, 2003, a domestic insurer that is subject
to apportionment under sub. (3) and this subsection shall multiply the net income
figure derived by the application of sub. (2) by an apportionment fraction composed
of the percentage under sub. (3) (a) representing 63% of the fraction and the
percentage under sub. (3) (b) 1. representing 37% of the fraction.

(b) For taxable years beginning after December 31, 2002, and before January
1, 2004, a domestic insurer that is subject to apportionment under sub. (3) and this
subsection shall multiply the net income figure derived by the application of sub. (2)
by an apportionment fraction composed of the percentage under sub. (3) (a)
representing 85% of the fraction and the percentage under sub. (3) (b) 1. representing
15% of the fraction.

(c) For taxable years beginning after December 31, 2003, a domestic insurer
that is subject to apportionment under sub. (3) and this subsection shall multiply the
net income figure derived by the application of sub. (2) by the percentage under sub.
(3) (a).

SECTION 28. 71.45 (3m) of the statutes is amended to read:

71.45 (3m) AR THVETIC AVERAGE. The Except as provided in sub. (3d), the
arithmetic average of the 2 percentages referred to in sub. (3) shall be applied to the
net income figure arrived at by the successive application of sub. (2) (a) and (b) with
respect to Wisconsin insurers to which sub. (2) (a) and (b) applies and which have

collected received premiums, other than life insurance nremiums, written upen for

pronertv or risks resident, located or to be performed outside this state, to arrive at

Wisconsin income constituting the measure of the franchise tax.
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SEcTION 29. Nonstatutory provisions.

(1) INCOME APPORTIONMENT FOR FINANCIAL ORGANIZATIONS; RULES. The
department of revenue shall submit in proposed form rules related to the
apportionment of the income of financial organizations under sections 71.04 (4) (e)
and 71.25 (6) (e) of the statutes, as created by this act, to the legislative council staff
under section 227.15 (1) of the statutes no later than the first day of the 4th month
beginning after the effective date of this subsection.

SecTtioN 30. Initial applicability.

(1) APPORTIONMENT FACTORS. This act first applies to taxable years beginning
after December 31, 2001.

(END)



