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the maximum income for the homestead credit from $19,154 to $20,290 beginning with credit
claims filed in 2000 for property taxes accrued during the previous year. Decrease funding from the
amount provided in the bill by $100,000 in 1999-00 and $800,000 in 2000-01 to reflect a reestimate
of the cost of the expansion.

9. LFB Paper #111. Modify the Governor's recommendation to phase-in the corporate
income tax single-sales apportionment formula over three years, beginning with tax year 2001 by
increasing the sales factor each year and decreasing the payroll and property factors equally.
Increase the sales factor as follows: tax year 2001 - 63%; tax year 2002 - 85%; and tax year 2003 -

100%. In addition, “do-niot apply thé single-sales apportionmett fortfiuld to public- utilities,
telecommunications, transportation and pipeline companies. *

10.  Modify current corporate income and franchise tax provisions as follows:

a. Define "doing business in this state" to mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profit. A corporation that directly or indirectly owns a
general or limited partnership interest in a partnership that does business in this state, regardless of |
the percentage of ownership, or that directly or indirectly owns an interest in a limited liability
company that does business in the state, regardless of the percentage of ownership, would be doing_

.

business in this state in a corporate capacity, subject to constitutional limitations.

b. Provide that the corporate income and franchise tax would be imposed on
corpotations that derive income from sources within the state or from activities attributable to the
state. ‘

c. Provide that income, gain or loss that is defined as apportionable under Wisconsin
law would be appottionable, subject to constitutional limitations, rather than being presumed
apportionable. :

d. Provide that a general or limited partner's share of the numerator and the
denominator of the partriership's apportionment factors wotild be included in the numerator and the
denominator of the general ot limited partner's apportionment factors and for a limited liability
cotpany treated as a partnership a mem s share of the numerator and the denominator of the
limited liability company's apportionment factors would be included in the numerator and the
denominator of the member's apportionment factors.

e Provide that these provisions would first apply to tax years beginning on or after
January 1, 1999.

11. LFB Paper #112. Alternative 5. Eliminate the corporate income tax combined
reporting provisions.

12.  LFB Paper #113. Alternative 2. Eliminate the Governor's proposal regarding nexus
for corporate income tax purposes.

Motion #1405 Page 2



Shanovich, Ron

From:

nt:
To:
Subject:

Importance:

Qurada, Thomas D

Tuesday, June 08, 1999 3:57 PM

Shanovich, Ron

FW: Revised Technical Corrections to Single Sales Factor Legislation

High

Ron, there are a few changes added in this version. They are basically confined to pages 12 and 13 and relate to the use
of "gross receipts" rather than "net gains" or "income" rather than "net gains", See part Vil item I. which is on pages 12-14.

Thanks.

Tech Corrections
Single Sales ...



Technical Corrections to Single Sales Factor Legislation

\ / Bill Sections 1675, 1676, 1677, 1678, 1729, 1730, 1731, and 1732. Instead of
' adopting the single sales factor for taxable years beginning January 1, 2000,

phase it in over 3 years beginning in 2001. For taxable years beginning on or
after January 1, 2001, and before January 1, 2002, the sales factor should equal
65% of the apportionment fraction and the property and payroll factors should
each equal 17.5% of the fraction. For taxable years beginning on or after
January 1, 2002, and before January 1, 2003, the sales factor should equal 80%
of the apportionment fraction and the property and payroll factors should each
equal 10% of the fraction. For taxable years beginning on or after January 1,
2003, the apportionment fraction should be composed of the sales factor.

i Bill Sections 1680 and 1734. Clarify that periods of time when moving property is
ot being leased or rented are excluded from the computation of the percentage
of receipts attributed to this state. Specify the treatment of moving property when
the owner of the property does not know where the lessee or renter is using it.
These provisions should first apply for taxable years beginning January 1, 2000.

Amend secs. 71.04(7)(dg)1. through 4. and 71.25(9)(dg)1. through 4., relating to
the use of moving property, as created by this bill, as follows: ‘

1 2 or-vehicle-i it o it it st i thisstat d
in-thi The use of a motor vehicle in this state is determined by

multiplying the gross receipts from the lease or rental of the motor vehicle by a

fraction having as a numerator the miles traveled within this state during the

Jease or rental period in the taxable vear and having as a denominator the total

miles traveled during the lease or rental period in the taxable year by the leased
or rented motor vehicle. If the physical location of the property during the lease or

rental period is unknown or unascertainable by the taxpayer, the motor vehicle is
used in the state in which the property was located at the time the lessee or
renter obtained possession. :

~ 2. The use of rolling stock in this state is determined by multiplying the
gross receipts from the lease or rental of the rolling stock by a fraction having as
a numerator the miles traveled within this state during the lease or rental period
in the taxable year by the leased or rented rolling stock and having as a
~ denominator the total miles traveled during the lease or rental period in the
J

taxable year by the leased or rented rolling stock. If the physical location of the
property during the lease or rental period is unknown or unascertainable by the

taxpaver, the rolling stock is used in the state in which the property was located
at the time the lessee or renter obtained possession.

3. The use of an aircraft in this state is determined by multiplying the gross
receipts from the lease or rental of the aircraft by a fraction having as a

06/09/99 1



numerator the number of landings of the aircraft in this state during the lease or
rental period in the taxable year and having as a denominator the total number of
hdings anywhere during the lease or rental period in the taxable year. If the
physical location of the property during the lease or rental period is unknown or
unascertainable by the taxpayer, the aircraft is used in the state in which the
property was located at the time the lessee or renter obtained possession.

4. The use of a vessel, mobile equipment or other mobile property in this
state is determined by multiplying the gross receipts from the lease or rental of
the property by a fraction having as a numerator the number of days during the
lease or rental period in the taxable year that the vessel, mobile equipment or
other mobile property was in this state and having as a denominator the number

[/Ldays uring the lease or rental period in the taxable year that the vessel,
mobile equipment or other mobile property was rented or leased. If the physical
location of the property during the lease or rental period is unknown or
unascertainable by the taxpayer. the vessel, mobile equipment or other mobile
property is used in the state in which the property was located at the time the

lessee or renter obtained possession.

. Bill Sections 1681 and 1735. Limit receipts from intangible property that are
includable in the sales factor to gross income from the use of patents, copyrights,
trademarks, trade names, service names, service marks, logos, franchises,
Ilcenses plans, specifications, blueprints, processes, techniques, formulas,

esigns, layouts, patterns, drawings, manuals, customer lists, contracts,
techmcal know-how, trade secrets and other proprietary materials. Exclude
income relating to stocks, bonds or other securities. These provisions should first
apply for taxable years beginning January 1, 2000.

A, Amend secs. 71.04(7)(dn)1. and 71.25(9)(dn)1., relating to the use of
intangibles, as created by this bill as follows:

(dn) For taxable years beginning after December 31, 1999, gross royalties
and other gross income received for the use of patents, copyrights, trademarks:

trade names, service names, service marks, logos, franchises, licenses, plans,
specifications, blueprints, processes, techniques, formulas, designs, layouts,
atterns. drawings, manuals, customer lists, contracts, technical know-how, trade

secrets, other proprietary materials or similar intangible property are attributed to
the this state if any of the following occur:

1. where-the The purchaser uses the intangible property in the production,
fabrication, manufacturing or other processing of a product that is sold to a
customer located in this state. If the location of the purchaser’s customers is is
unknown or unascertainable by the taxpayer. the receipts are attributable to this

\/ state if the purchaser uses the intangible property in the production, fabrication,
manufacturing or other processing of a product in this state.

06/09/99 2



‘ 2. The purchaser uses the intangible property in the printing or other
wdglication of materials that are sold or delivered to a customer located in this

\state. If the location of the purchaser’s customers is unknown or unascertainable

- by the taxpayer, the receipts are attributable to this state if the purchaser uses

the intangible property in the printing or other publication of materials in this
state.

3. The purchaser uses the intangible property in the operation of a trade or
business at a location in this state.

4. The purchaser uses the ¥ intangible property is-used-in-mere-than-ene

in the operation of a trade or business at locations within and without the state,

the. The gross royalties and other gross income received for the use of the

intangible property shall be apportioned to this state according to the portion of
\/;:e intangible property’s use in this state.-H-the-pertion-oi-intangible-property’s

, 5. The taxpavyer is unable to determine where the purchaser uses the
intanaible property but the purchaser’s billing address is in this state.

.\/rﬁ/ 6. The taxpaver is not within the jurisdiction, for income tax purposes, of
e sta

te in which the intangible property is used but the taxpayer's commercial
domicile is in this state. : v

B. Eliminate secs. 71.04(7)(dn)2. and 71.25(9)(dn)2.

V. Bill Sections 1682 and 1736. Define "where the purchaser received the benefit of
e services." These provisions should first apply for taxable years beginning
January 1, 2000.

Maké the following changes to secs. 71.04(7)(dr) and 71.25(9)(dr) as created by
this bill:

A Renumber. sec. 71.04(7)(dr) to 71.04(7)(dr)1. and sec. 71.25(9)(dr) to
71.25(9)(dr)1.

B. Create secs. 71.04(7)(dr)2. And 71.25(9)(dr)2. To read as follows:

For purposés of determining where the purchaser receives the benefit of
the services, the following shall apply:

06/09/99 3



a. If the service directly relates to or benefits specific real property, the
benefit of the service is received where the real property is located.

b. If the service directly relates to or benefits specific tangible personal
property, the benefit of the service is received where that property is located at
the time the service is received.

c. If the service is represented by tangible personal property that is
forwarded to the purchaser, the benefit of the service is received where the
purchaser receives the tangible personal property.

d. If the service is provided to a person wholly doing business in this state,

Vthe benefit of the service is received in this state.

VI.

e. If the service is provided to a person at a location within this state, the
benefit of the service is received in this state.

f. If the service is provided to a person engaged In business in and outside
this state, the benefit of the service is received in this state to the extent that the _
gross receipts are based on the purchaser’s sales in this state.

g. If the taxpayer is not within the jurisdiction, for income tax purposes, of
the state in which the benefit of the service is received under subd. 2.a. through
2 f., the benefit of the service is received in this state to the extent that the
taxpayer's employes or representatives performed the service from a location in
this state.

Bill Sections 1746 and 1759. Since the development zones research credit may
not be computed for taxable years that begin on January 1, 1998, or thereafter,
secs. 71.28(4)(am)1. and 71.47(4)(am) should not be amended.

Bill Sections 1750 through 1753. Instead of adopting the single sales factor for
taxable years beginning January 1, 2000, phase it in over 3 years beginning in
2001. For taxable years beginning on or after January 1, 2001, and before
January 1, 2002, the sales factor should equal 65% of the apportionment fraction
and the payroll factor should equal 35% of the fraction. For taxable years
beginning on or after January 1, 2002, and before January 1, 2003, the sales
factor should equal 80% of the apportionment fraction and the payroll factor
should equal 20% of the fraction. For taxable years beginning on or after
January 1, 2003, the apportionment fraction should be composed of the sales
factor.

In addition, the treatment of reinsurance premiums should be addressed for

‘/'i years beginning on or after January 1, 2000. Following is suggested language:

A. Section 71.45(3)(intro.): Amend this section for taxable years beginning on
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or after January 1, 2000, so that the apportionment percentage is used to
determine the Wisconsin income rather than to determine the non-Wisconsin
income.

71.45(3) APPORTIONMENT. (intro.) Wlth+eepeet—49-demestle Domestic
insurers ne#engaged—m—the—sale—ef—%nsuranee-but which, in the taxable year,
have eollected received premiums, other than life insurance premiums, written en

for insurance on property or risks resident, located or to be performed
outside this state,there shall be-subtracted-from multiply the net income figure

denved by applucatlon of sub. (2)(a-)—te—arr+ve—a%—\°heeermn—meeme—eensmuﬂng—the

federeHaxeblemeeme by the anthmetlc average of the followmg 2 percentages

B. Section 71.45(3)(a): Amend this section as follows:

71.45(3)(a) The percentage derived by dividing the sum of tetal direct

premiums written en-al-preperty-and-risks for insurance, other than life
Insurance, on subjects of insurance resident, located or to be performed in this

 state and assumed premiums written for reinsurance, other than life insurance, in

respect to properties and risks resident, located or to be performed in this state ~
v the sum of direct premiums written on all property and risks, other than life
insurance, wherever Iocated dunng-the-ta*eble-year—esﬂlee#s-premtumswmen

resrdent—leea%ed—eﬂe—be-pe#ﬁmed—eu%ﬁde-!hﬁ-m plus assumed gremuum
written for reinsurance in respect to properties and risks, other than life

insurance, wherever located.

. For purposes of this paragraph “direct premiums written" means direct
remlums written as reported for the taxable year on the annual statement filed

% by the company with the commissioner of insurance.

2_For purposes of this paragraph "assumed premiums written for
reinsurance, other than life insurance, in respect to property and risks resident

located or to be performed in this state" means assumed reinsurance premiums
from domestic insurance companies as reported for the taxable year on the

annual statement filed by the company with the commissioner of insurance.

ﬁ Section 71.45(3)(b): Amend this section so that it is the percentage of
Wisconsin payroll to total payroll. (See sec. 71.25(8), Stats.)

. Section 71.45(3m): Replace the language that was added with "For
taxable years beginning before January 1, 2003, the".

E. Insert a new subsection to read as follows:

06/09/99 5



71.45(3n) APPORTIONMENT FRACTION. (a) For taxable years beginning after
December 31, 2002, to arrive at Wisconsin income domestic insurers that have
received premiums, other than life insurance premiums, written for insurance on
property or risks resident, located or to be performed outside this state during the
taxable year shall multiply the net income figure derived under sub. (2) by a
fraction, the numerator of which is the sum of direct premiums written for
insurance, other than life insurance, on subjects of insurance resident, located or
to be performed in this state and assumed premiums written for reinsurance,
other than life insurance, in respect to properties and risks resident, located or to
be performed in this state, and the denominator of which is the sum of direct
premiums written on all property and risks, other than life insurance, wherever
located plus assumed premiums written for reinsurance in respect to properties
and risks, other than life insurance, wherever located.

(b) For purposes of this subsection “direct premiums written" means direct
remiums written as reported for the taxable year on the annual statement filed
by the company with the commissioner of insurance.

- (c) For purposes of this subsection "assumed premiums written for
Mrphéurance, other than life insurance, in respect to property and risks resident,
ocated or to be performed in this state" means assumed reinsurance premiums
from domestic insurance companies as reported for the taxable year on the
annual statement filed by the company with the commissioner of insurance.

VIl.  Bill Sections 1675 and 1729. For taxable years beginning on or after January 1,
2000, apportionment formulas for financial institutions and brokerage firms,
should be included in the statutes. The following changes should be made:

A. Amend sec. 71.04(4) as amended by the bill so that it reads as follows for
taxable years beginning on or after January 1, 2000:

71.04(4) NONRESIDENT ALLOCATION AND APPORTIONMENT FORMULA.
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
sepafate accounting thereof, when the business of such nonresident individual or

onresident 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
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the recipient. The Except as provided in subs. 71.25(9d) and (9q). the remaining
net income shall be apportioned to Wiseensin this state by use of an

apportionment fraction composed of a sales factor representing 50% of the
fraction, a property factor representing 25% of the fraction and a payroll factor
representing 25% of the fraction. '

[Note: This does not show the phase-in of the single sales factor for taxable

years beginning in 2001. The percentages shown apply for taxable years

beginningin2000.] T
Repeal sec. 71.04(8)(a), Stats., effective for taxable years beginning on or ,"

after January 1, 2000. ) ’;‘/

/

ﬂf Amend sec. 71.04(8)(c), Stats., by deleting “financial organizations”,

effectiyefor taxable years beginning after January 1, 2000. /

Repeal sec. 71.04(10), Stats., effective for taxable years beginning on orf
after January 1, 2003. {

e

E. Amend sec. 71.25(6) as amended by the bill so that it reads as follows for ~
taxable years beginning on or after January 1, 2000:

71.25(6) ALLOCATION AND SEPARATE ACCOUNTING AND APPORTIONMENT
FORMULA. 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
acpdunting in any case in which it is satisfied that the use of such method will
roperly 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-therecipient. The Except as provided in subs. (9d)
and (9g), the remaining net income shall be apportioned to Wisconsin this state
by use of 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.




[Note: This does not show the phase-in of the single sales factor for taxable
years beginning in 2001. The percentages shown apply for taxable years
beginning in 2000.]

V?! Repeal sec. 71.25(10)(a), Stats., effective for taxable years beginning on

L?vﬂer January 1, 2000.
. Amend sec. 71.25(10)(c), Stats., by deleting “financial organizations”,
effective for taxable years beginning on or after January 1, 2000.

\/4. Repeal sec. 71.25(11), Stats., effective for taxable years beginning on or
after January 1, 2003.

L Create an apportionment fraction for financial institutions as follows:

///i«:: e i i T
- 71.25(9d) APPORTIONMENT OF NET BUSINESS INCOME OF INTERSTATE

~ FINANGIAL INSTITUTIONS. A financial institution whose business activity is taxable
both within and without this state shall apportion its net business income as
provided in this subsection. All items of nonbusiness income shall be allocated

e pursuant to sub. (5)(b).

i

7

{ requires otherwise:

“(a) DEFINITIONS. In triiis section, unless the contex

1. "Billing address" means the address Ingi€ated in the books and records
of the taxpayer on the first day of the taxable yéar, or on a later date in the
* taxable year when the customer relationship’began, where any notice, statement
or bill relating to a customer's account is mailed.

2. "Borrower or cre\EfiQard hplaér located in this state" means either of the
following: N

a. A borrower, other}h’én a c}edit card holder, that is engaged in a trade or
business which maintainsits commerciakdomicile in this state.

- b.A borroweytﬁ/at is not engaged in a trade or business or a credit card
holder whose-billing address is in this state.

3. "Crg,eﬁzagrd“ means credit, debit, travel or entertainment card.

Credit card issuer's reimbursement fee" means the fee

received from a merchant's bank because one of the persons to who
taxpag/er has issued a credit card has charged merchandise or services to.the

i - % . A _— /I‘,!'._'»'

J / Y A G S S C G

7}/‘ 74 N 1511’),"\3‘5\//'1 /‘/fl /{\Q o VA C/' L A fr A
: LAl LA
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a. Any corporation or other business entity registered under state law as a
bank holding company or registered under the Federal Bank Holding Company
Act of 1956, as amended, or registered as a savings and loan holding company
under the Federal National Housing Act, as amended.

b. A national bank organized and existing as a national bank association
pursuant to the provisions of the National Bank Act, 12 USC 21 et seq.

c. A savings association or federal savings bank as defined in the Federal
Deposit Insurance Act, 12 USC 1813(b)(1).

d. Any bank or thrift institution incorporated or organized under the laws of
any state or foreign country.

e. Any corporation organized under the provisions of 12 USC 611 to 631.

f. Any agency or branch of a foreign depository as defined in 12 USC
3101.

g. Any credit union to the extent not exempt under s. 71.26(1)(a) and s.
186.113(20). . ‘ ‘

h. A production credit association organized under the Federal Farm
Credit Act of 1933, all of whose stock held by the Federal Production Credit
\Corporation has been retired.
\\ /‘/‘;’J
., A corporation or other business entity that derives more than 50% of its
total groéa\iqcome for financial accounting purposes from ﬁ/naffée leases. A
"finance lease"means any lease transaction which is the-fnctional equivalent of

__~~"an extension of credit and that transfers substantiallyall of the benefits and risks
e incident to the ownersﬁpgf property. The phrgsé/includes any "direct financing
lease" or "leverage lease"” that.neets the critéria of Financial Accounting
Standards Board Statement No. 13, "Accounting for Leases," or any other lease
that is accounted for as a financing/le%% lessor under generally accepted
o

accounting principles. For this classificati apply, the average of the gross

7,0°7t  income in the current taxable,fy"éar and immeﬁéﬁe\ly preceding 2 taxable years

shall satisfy the more thap«S‘O% requirement and gross income from incidental or
occasional transactions-shall be disregarded.

i. Any other person or business entity which derives more than 50% of its
gross income from activities that a person described in subd. 6.b through 6.i. is
authorized to transact, other than an insurance company taxable un%eﬁs. 71.43,
a real estate broker taxable under s. 71.26, or a securities dealer including a
broker-dealer taxable under s. 71.26. For the purpose of this subdivision
paragraph, the computation of gross income may not include income from non-
recurring, extraordinary items, and the department is authorized to exclude any

06/09/99 9



person from its application upon the person proving, by clear and cqn‘ytncing
~evidence, that the income-producing activity of the person is not in'substantial
c‘oympetition with persons described in subd. 6.b. through 6.i.

6. "Loan" means any extension of credit resulting from direct negotiations
between the taxpayer and its customer, or the purchase.,tzlt?vhole orin par, of an
extension of credit from another. "Loans" include parttC|pat|ons syndications and
leases treated as loans for federal income tax purposes. "Loans" do not include
propemes\treated as loans under s. 595 of the internal revenue code; futures or
forward contracts; options; notional principal contracts such as swaps; credit card
receivables, including purchased credit card relattonshtps non-interest bearing
balances due from depository institutions; cash items in the process of collection;
federal funds sold; securities purchased under agreements to resell; assets held
in a trading account; securities; interests in'a REMIC, or other mortgage-backed
or asset-backed securtty, and other snmllar items.

7. "Loan secured by real property" means that 50% or more of the
aggregate value of the collateral used to secure a loan or other obligation, when
valued at fair market value as of the time the original loan or obllgatton was
incurred, was real property e o

A ‘;
8. "Merchant dtscount“ means ;h’e fee, op/negotiated discount, charged to
‘ amerchant%h ayeriotirie priviegent/partigipatingin a p7rogr{ WHereby

arcredi t«gard’&ac@epﬁed |n’ payment for merchandise or services sold to the card :
holder. = 7= ol coldd con K o /;Mnsm Vé’yf o f/m%u
4 \\ 5 4 %/vn)/ (2
9. "Part|C|pat|on" means an extension of credit in which an undivided 0 mﬂé /
ownership interest is held on a pro rata basis\in a single loan or pool of loansand , .
related collateral. In é loan participation, the ctedit originator initially makes the 2ol
loan and subsequently resells all or a portion of'it to other lenders. The A
participation may or may not be known to the borrawer.

10. "Person“ means an individual, estate trust, \ttmtted liability company,
partnershlp, corporatton or any other business entity. \\
/ \
11. "State" means a state of the United States, the Dlst ict of Columbia,
the commonwealth of Puerto Rico or any territory or possessmn\of the United

States. "\

N
\,

12 "Syndication" means an extension of credit in which two ormore
persons fund and each person is at risk only up to a specified percentage of the
total extensnon of credit or up to a specified dollar amount. :

;: 13. “Taxable" means that either of the following situations applies:
t\_
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a. A taxpayers business’ activity-in another étate /o(elgn country,is of
such/a degree/that he, state or forelgn/country has jUI'IS/d ction to tmpose/ an -
mcome tax or fr } hlse tax measured by net rncome on the taxpayer /
b Arno/her/state or. forergn country has }unsdrctlpn to subject the taxpa/yer

/to/ elther of the taxes listed in stibd. 13.a., regardiess of whether, in fact, the state

or for)dn country does so. M

(b) APPORTIONM N@)N. 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 gf'the property. The remaining net income shall be apportioned
to Wisconsin byise of an apportionment fraction, the numerator of which is the
receipts of the faxpayer in this state during the taxable year and the denominator
of which is the/receipts of the taxpayer wﬂhﬁﬁé@mﬁm&w@dunng the
taxable y?/}’h 1e-method offéauc»urétlng recelpts fo for. pu/rpo/ gs-of the'denominator
shall e7sa “““

L me as’ f/ e method used in dejt,e/;mmrng rece'rptS/for ,purposes o?ﬁe’
{r ,gréto,rf Ftece1pts4nclude onlythose reoefptsd’escnbed in subds. 1 througﬁ

ot

A e fol o o A M P N a ww@%e

1(Gross receipts from the lease of real property? Gross receipts from the

lease, rental or sublease of real property owned by the taxpayer are apportioned-
under sub. (9)(dc).

2¢ Gross féceipts from the lease of tangible personal pro@(i ross
receipts from the lease, rental or sublease of tangible personal property owned
by the taxpayer are apportloned #nder sub. QQ)(dc) and (dg).

AR

zzzzz

S\Gross mtere" from Ioans 'se‘oured by real property.)a. The numerator of

state. Ifihe property,is located within bgtiythis state and e#iger hibre Gitfey, Stated
or foreign countrigs, the receipts WM&UMV@% are included in the
numerator of the receipts factor if more than 50% of the fair market value of the
real property'is located whthin this state. If more than 50% of the fair market value
of the real pyoperty" s not located ¥#tin arfi one state or foreign country, the
=7receipts describ iszgybdixision shall be included in the numerator of the

receiptsfactor if the b rrower is located in this state.

(ppd B ke Ligorn. \ Mg Mﬂzoﬂf?g np s s Lo
et b. The determination of whethier the real property securing a loan is

located within this state shall be made as of the time the original agreement was

) made and all subsequent substitutib@ of collateral shall be disregarded.

AN

e
. ~4. Gross interest from loans not. “‘é‘c‘LT@’d’b"Téé[@@DThe numerator
/f/ of the recelpts Tfactor includes gross interest gnd fees or penalties ipth®raitire’of
/ _ingerest from loans not secured by real property if the borrower is located in this
{' state 7 o
o \C‘,‘\j\r&ﬁm(ﬁﬂ Mﬁk a0 }/i‘ » Y S o . i .7
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which is the total amunt of mterest éﬁd;fees’@);? penaltles indegratore of-interést
from loans secured by real property. gl ool

mult|ply|ng the net gains by a fraction, the numerator of which is the amount
included in the numerator o4& fe &Fegfe@s’gaet@/'ptgsu
denominator of which is the total amount of interest and fees o penalties in the

nétyre,of intetest from loans not secured by real propert;g/)(; gl

e o QA

6. Gross recelpts fronLQLeth_gaLdiecmxabl . The numerator of the
—7recelpts factor includes gross interest afnd fees er/penalties inihe patareof
ifitgrast from credit card receivables and gross receipts from anfiuéd feesdried-
ptiiet feos charged to]card holders if the billing address of the card holder is in -

this state. Uuwwf L,(,Woﬁ”/

\ -Gross receipts from the sale of credi he numerator
of the'receipts factor includes gross receipts from the sale of gfedit card
receivables multiplied by a fraction, the numerator of which i the amount
included in the numerator ( ubd. 6 and the 2
denommator of whlch is the taxpayer’s total amount of interest-dnd foes .ér

e grést from credit card receivables and fees charged

tof{card holders
Um,

. Credit car L’s i ursement fees. The numerator of théfécej’Q

Jéeéeip 0
total amount of mterestzéﬁd'fees @r

card recelvables and fees charged toycard holdrs /
’Q‘ \);/M(«/ //
—& Receipts fro discount>The numerator of the recaipis factor
includes recelpts from merchant discount if the esfiprergid ile of the-
merchantjis in this state. The receipts hallmgnwt ardholder
charge backs bt ndy inot be reduced by gy interchange transactjon fees orby

oud | Y 2, ‘
2 oL %yf,\ pol P M M)E’{ WL&Q

@“P\ ﬁ," Y
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Ay issuer's relmbursementfeesg F chiafges tade by #s-card
e o

e

Y ;/f Ly
MQ feeg)fa. The numerator of the receipts $of includes

mee@tsﬁ@etczpu@ant% subdd 3 and the denominator of which is the total
amount of interest afid fees of penalties »rfm\e’«net’ oflntepasrirom loans
secured by real property The numerator of the feceipts factoralso includes loan
servicing fees derived from loans not secured by real property multiplied by a
fraction, the numerator of which is the amount included in the numerator efthe-
Jeééfgtsffgoteﬂpursyantﬂo{subd 4 and the denommator of whlch is the total
amount of interest and fees or penaltles ipADE % ptérestfrom loans not

secured by real property. ..« Aoy

A . .
o :
b. In circumstances in whicrz(?l; taxpayer receives loan servicing fees for

servicing-efther thiersecured or the Unsecured Ioan.«,e%g@!aeythe numerator of
the receipts factor shall mclude(tlﬁe:se fees if the borrower’is Iocated in this state.

. V2l o,
~11. Gross receipts from investment banking services. The numerator of
the recelpts factor includes §5 mapagementer

gross cornissions, gro
uprdérriting fees - orether gross income earned in performing investment banking
activities on behalf of a customer if the customers%@@mﬂe is located
in this state. o g S 0 Sesgmally mon
)d}ﬁbmjﬂw"{'ﬁ@/i(/p')p( @J ‘;7,//% . - o

12, Gross receipts from oy“ner sewlc*e@Gross receipts from,services not
W@W@Aﬁr@&gh 4, mcludmg@ggﬁp’if&@i’f@%@ overdraft charges,
account service charges, automated teller machine transaction fees, debit card
transaction fees, electronic funds transfer fees, safely deposit rental fees,
cashiers check fees, certified check fees, travelers check fees, payables
management, letters of credit, bankers acceptance notes, and microfilming
services, shall be@t}:nbatedﬁpfu@l antto lhe’@leszsé@onhﬁ%ub (9)(dW

& LSRN aan
13. Other zcenpts Receipts included in the definition of sales under sub.

9) %ﬂ pportioned under this subsection areemmm/mm 2
ptEs s¢ sub. (9) Limod &0 WA p
W"(‘V L /(%ﬂ T Arar DAYDE (s AR 515y /{7W Eon v

()] ATI'RIBUTION OF 5"'?‘ AN RECEIPTS FERGIAL DOMICILE. All receipts AT 00
_whieppwould-be assigned under this section to a state in which the taxpayer is not

“taxable shall be included in the numerator of the rﬁqerp‘t% f?;(ztor at'50% ;f the 2
taxpayer's eppigiereidl gom ‘leﬂem this stat 008 it %WZ“ v

/7'/«/0/0@1 e St ﬂvxﬂm@m/.\/{%m &n* v/
J. Create an apportlonment fractlon for stock brokerage firms as follows:

71.25(9g) APPORTIONMENT OF NET BUSINESS INCOME OF INTERSTATE BROKER-
DEALERS AND UNDERWRITERS. A broker-dealer or underwriter whose business

06/09/99 13



oAb 2
s
activity is taxable both within and withaut this state shall apportion its net
business income as provided in this subsection/ All items of nonbusiness income

shall be aflocated pursuarf tothe prqvisian

(@) DEFINITIONS. In this section, unless the context requires otherwise:
v 1. "Billing-address" means the-address indicated in the books and records
of the taxpayer on the first day-of the taxable year, or on a later date in the
taxable year when the customer relatimegwiny notice, statement

L

or bill relating to a.customer’s account is mailed.
[aN————

N

2. "Brokerage commission” includes; /3 limited ta,4ll sales fees on
agency or principal transactions whét echexplicitly O imaplicitly.
e tdr /M__“’”"’“
3. "Broker-dealer" means a person-efigaged-igithe-busigessof-effecting

transactions in securities, commodities and related financial instruments fotthie
Kc@%ﬁ@%ﬁ@r‘f’o?ﬁ%ﬁsﬁ?mﬁ?ﬁ oup/ "Broker-dealer" does
include a sales agent; an issuer wit’t?ﬁeéfpéet%’purchasmﬁ and sglling the ==
issuer's own securities; a bank, savings institution or trust company, wh‘eﬁ/:/ Sty #
effecting transactions for its own account or as an agent; an executor; ) '
administrator, guardian, conservator or pledgee;@ any other person the divisi
of securities designates™ 7 e

/ M{i\jﬂ

4. "Underwriter" means a person who guarartees to turnish'a definjte sum
of money by a definite date to a corporate or goverhment entity in retumqfor ak
A#&suerof bonds or stocker)who Hgpdigs e marke ‘a corporate
government security offering to the public] A eptereififer suys all or a part
of a new security offering for a specified price and then sells it to the public,

W%m@hﬁa%f Woig,t"ake@eo@sio n
actyall 157

(b) APPORTIONMENT FRACTION. 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. The remaining net income shall be apportioned
to Wisconsin by use of an apportionment fraction, the numerator of which is the
receipts of the taxpayer in this state during the taxable year and the denominator
of which is the receipts of the taxpayer within and without this state during the
taxable year. Receipts shall include only those receipts described in subds. 1.
through 4. Gross receipts or net gains from sales of securities may not be .
included in the apportionment fraction. MLt
PP @é%gﬂr 2

1..Security brokerage services.The numerator of th@m

includes gross brokerage commissions and total margin interest paid on behalf of
brokerage accounts owned by customers if the billing address of the customer is

in this state.

Lo 4/{« A
T
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o

~ A ‘ __2. Underwriting services? The numerator of the receigts factor includes
/ N _‘___..fgross commissions, gross management or underwriting fee gross
[y incomejearned in performing underwriting activities on beh

_ i i he

2" of the issuer of th

securities if the@gml‘@lg%ﬂ!mbﬂé@uhgcorporate issuer or
governmental iss

uer is located in this state.

e

e o T ~_
inancia bes. Th

e

Receipts jrctudead if thezdefinition under sub’
@fwisefapportioned under this subsection are-affributed W/fwm ,
1o ther foftheitrsub? (9) or (9d),gs-agpropriate. AN
' , et ot MOy TARKED IV AWSTEN ST AT
( (c) ATTRIBUTION OF ZERTAIN RECEIPTS 2B CEMMERCIAL-DBMICILE. All receipts

hich would be assigned under this section to a state in which the taxpayer is not

> 7 axable shall be included in the numerator of the receipts factor if the taxpayer's
j/‘ ;)( ¢ ommercial domicile is in this state. R - _
ff{’) !~// (({S) ,’ny /

=

K. Create a paragraph in secs. 71.04(7) and 71 .25(9) to prescribe the
« yréatment of receipts from professional sports clubs.

.o @Gme receipts include all receipts from games played at
the taxpayer's home facility plus any gate receipts received from games played
away from the taxpayer’s home facility. The numerator of the receipts factor for
taxpayers whose home facility is in this state shall include all gate receipts from

\ es played in its home facility. The numerator of the receipts factor for
axpayers whose home facility is outside this state shall include the percentage of
gate receipts received from games played in this state.

=

2. Radio and television receipts. Radio and television receipts received by
the taxpayer as its proportionate share from a league or association contract with
the major communications networks are in this state in proportion to the number
of games played in this state to total games played by the taxpayer covered by
the contract during the season. Local television and radio receipts are in this

state if the games are played in this state. J 4> ( .
4t

L. Create a paragraph in secs. 71.04(7) and 71.25(9) to prescribe the
treatment of receipts from broadcasting and publishing.

//

1. Gross receipts, including advertising revenues, from television and
dio broadcasting within and without the state shall be attributed to the
numerator of the receipts factor based on the ratlo of the audience within this
state to the audience everywhere.
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2. Gross receipts, including advertising revenues, from newspapers and
magazines shall be attributed to the numeratpr of the receipts factor based on
the ratio of circulation within this state to circulation everyj/here.

M. -Create a paragraph in secs. 71.04(7) and 71.25(9) to prescribe the
(/ treatment of diversified businesses. e S 7

Except as provided in subds. 1. and 2., if a person engaged in business
within and without the state has two or more trades or businesses that would be
subject to different apportionment formulag, the person shall use the standard
apportionment formula prescribed in s. 71.04(4) or 71.25(6).

1,/ - The taxpayer may request permission from the Department of Revenue to

se an alternative apportionment method effective the next tax year if the
taxpayer derives more than 50% of its worldwide gross receipts from one of the
specialized industries excluded from sec. 71.04(4) or 71.25(6). This method
remains in effect until such gross receipts fall below 50%.

2. The Department of Revenue may require a taxpayer to use an alternative _
apportionment method to clearly reflect income properly assignable to this state.

Vill. Create a definition of "doing business in this state" in sec. 71.22 as follows:

"Doing business in this state" means actively engaging in any transaction
for the purpose of financial or pecuniary gain or profit. A corporation that directly
or indirectly owns a general or limited partnership interest in a partnership that
does business in this state, regardless of the percentage of ownership, or that
directly or indirectly owns an interest in a limited liability company that does
business in this state, regardless of the percentage of ownership, is doing
business in this state in a corporate capacity, subject to constitutional limitations.
A corporation that issues credit, debit, travel, entertainment or similar charge
cards to customers located in this state is doing business in this state.

iX. Create a definition of "commercial domicile" in sec. 71.22 as follows:
"Commercial domicile" means either of the following:

1. The headquarters of the trade or business, from which the trade or
business is principally managed and directed.

2. If a taxpayer is organized under the laws of a foreign country, the
commonwealth of Puerto Rico or any territory or possession of the United States,
"commercial domicile" shall be deemed for the purposes of this subsection to be
the state of the United States or the District of Columbia from which the
taxpayer's trade or business in the United States is principally managed and
directed. It shall be presumed, subject to rebuttal, that the location from which the
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taxpayer’s trade or business is principally managed and directed is the state of
the United States or the District of Columbia to which the greatest number of
employes are regularly connected or out of which they are working, irrespective

of where the services of the employes are performed, as of the last day of the
taxable year.

17



State of Wisconsin
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LFB.......Shanovich}~ Phase#in single sales factor apportionment and adopt
recommendations regarding moving property, insurance
companies and financial institutions

FOR 1999-01 BUDGET — NOT READY FOR INTRODUCTION
LFB AMENDMENT
TO 1999 ASSEMBLY BILL 133 AND 1999 SENATE BILL 45

QO < x
\}%/QL% é@/&

At the locations indicated, amend the bill as follows:

l/ 1. Page 837, line 14: after “is” insert “renumbered 71.04 (4) (intro) and”.
)/ 2. Page 8 “Mo St

(/3 Page 838, line 1: delete “ﬁnanmal organizations” and substitute “Anancial

erganizations telecommunications companies”.

I/ 4. Page 838, line 4: delete the material beginning with “For” and ending with

“7).” online 10 and substitute{‘Except as provided under 33. 71.25 (9d) and (9g),

the remaining net income shall be apportioned to Wiscensin this state by use of an
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25% of the-fraction- the followirlg:” .

5. Page 838, line 10: after that line insert:

“SECTION 1675b. 71.04 (4) (a) of the statutes is created to read:

71.04 (4) (a) For taxable years beginning after December 31, 2000, and before
January 1, 2002, 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 fractio‘n.

SECTION 1675¢c. 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 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 1675d. 71.04 (4) (c) of the statutes is created to read:

71.04 (4) (c) For taxable years beginning after December 31, 2002, an

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

6. Page 838, line 13: on lines 13 and y@jaglete “2000” and substitute “2003”.
f |

7. Page 839, line 2: m) delete “1999” and substitute “2002”.

8. Page 839, line 14: delete the material beginning with that line and ending
with page 841, line 14/and substitute:

“1. The use of a motor vehicle or rolling stock in this state is determined by
multiplying the gross receipts from the lease or rental of the motor vehicle or rolling
stock by a fraction having as a numerator the number of miles traveled within this

state by the motor vehicle or rolling stock while leased or rented in the taxable year
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and having as a denominator the total number of miles traveled by the motor vehicle
or rolling stock while leased or reated in the taxable year.

2. The use of an aircraft in this state is determined by multiplying the gross
receipts from the lease or rental of the aircraft by a fraction having as a numerator
the number of landings of the aircraft in this state while leased or rented in the
taxable year and having as a denominator the total number oflandings of the aircraft
while leased or rented in the taxable year.

3. The use of a vessel or mobile equipment in this state is determined by
multiplying the gross receipts from the lease or rental of the vessel or mobile
equipment by a fraction having as a numerator the number of days that the vessel
or mobile equipment is in this state while leased or rented in the taxable year and
having as a denominator the total number of days that the vessel or mobile
equipment is leased or rented in the taxable year.

4. If the taxpayer does not know the location of moving property while such
property is leased or rented in the taxable year, the moving property is used in the
state in which such property is located at the time the lessee or renter takes
possession of the property.

SECTION 1681( 71.04 (7) (dn) of the statutes is created to read:

71.04 (7) (dn) W‘V For taxable years beginning after December 31, 1999,
grossroyalties and gross income received for the use of intangible property, excluding
securities, are attributed to this state if any of the followingW Whes

1. The purchaser of intangible property uses the intangible property in the
production, fabrication or manufacturing of a product that is sold to a customer who

is located in this state.



A~ W N =

1 O

7o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1999 — 2000 Legislature —-4- LRB}}?W?”

2. The purchaser of intangible property uses the intangible property in the
printing or publication of materials that are sold to a customer who is located in this
state.

3. The purchaser of intangible property uses the intangible property in the
operation of a trade or business at a location in this state.

4. The purchaser of intangible property is billed for the purchase of the
intangible property at a location in this state.

5. The purchaser of intangible property does not use the intangible property
in this state but the trade or business of the seller of the intangible property is
managed a location in this state.

SECTION 1685('#‘1.04 (7) (dr) of the statutes is created to read:

71.04 (7) (dr) 1. For taxable years beginning after December 31, 1999, receipts
from a service are attribll/lted to the state where the purchaser of the service received
the benefit of the service. Th(f benefit of a service is received in this state if any of
the followingW\ W

a. The service relates to real property that is located in this state.

b. The service relates to tangible personal property that is located in this state
at the time that the service is received.

c. The service is provided to a person who is located in this state.

d. The service is provided to a person doing business in this state.

e. The service is performed at a location in this state.

2. Ifthe purchaser of a service receives the benefit of a service in more than one
state, the receipts from the performance of the service are included in the numerator
of the sales factor under par. (a) according to the portion of the service received in this

state. If the state where a purchaser received the benefit of a service cannot be
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determined, the benefit of a service is received in the state where the purchaser, in
theregular course of the purchaser’s business, ordered the service. If the state where
a purchaser ordered a service cannot be determined, the benefit of the service is
received in the state where the purchaser, in the regular course of the purchaser’s

business, receives a bill for the service.

receipts from professional sporting events are attributed to the state in which the

taxpayer’s sports facility is located. Gate receipts include gate receipts from events
held at the taxpayer’s spoi'ts facility and gate receipts from events that are held éway
from the taxpayer’s sports facility, if the taxpayer’s team is a participant in the event
and the taxpayer sells admissions to that event.

2. For taxable years beginning after December 31, 1999, radio and television
receipts received by the taxpayer from a professional sports association contract with
a communications network are attributed to this state in proportion to the number
of events held in this state in which the taxpayer’s team is a participant and that are
related to the contract compared to the total number of events in which the
taxpayer’s team is a participant and that are related to the contract. |

SECTION 1682c. 71.04 (7) (dt) of the statutes is created to read:

71.04(7) (dt) 1. For taxable years beginning after December 31, 1999, the gross
receipts from radio and television broadcasting, including advertising revenue, are

attributed to this state in proportion to the audience in this state as compared to the

total audience.
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2. For taxable years beginning after December 31, 1999, the gross receipts from
newspapers and magazines, including advertising revenue, are attributed to this
state in proportion to the circulation in this state as compared to the total circulation.

SECTION 1682d. 71.04 (7) (dw ) of the statutes is created to read:

71.04 (7) (dw ) 1. Except as provided in subds. 2. and 3., if a person doing

business in this state and outside this state #gg/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 shall 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 gross receipts in a taxable year from a
business ggzdescribed under sub. (8) (¢). 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 g described under sub. (8) (c). |

3. The department may require that a person who is subject to apportionment
under this subs%ion use an alternative apportionment method to accurately reflect
income that is attributable to this state.

SECTION 1682m. 71.04 (8) (title) of the statutes is amended to read:

71.04 (8) (title) RAILROADS, FINANCIAL—ORGANIZATIONS TELECOMMUNICATIONS
COMPANIES AND PUBLIC UTILITIES.

SECTION 1682p. 71.04 (8) (c) of the statutes is amended to read:
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71.04 (8) (¢) The net business income of railroads, sleeping car companies, car
line companies, financial organizations, telecommunications companies 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. I'or taxable years

v
beginning after December 31, 1999, the net business income of financial institutions

5
shall be apportioned under @k 1(9d). ™
—m——*’% /.45

SECTION 1682r. 71.04 (10) of the statutes is amended to read:

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

ubsection does not apply to taxable vears beginning after December 31, 2002.”.

9. Page 858, line 7: after “is” insert “renumbered 71.25 (6) (intro) and”.

10. Page 858, line 8: after “PFORMULA” insert “(intro.)”. @

11. Page 858, hn;@Z delete th material beginning with “or{ and end1ngw1th

“(9).” on page 859, line 4iand substitut W

as provide in subs. (9d) and (9g), the remaining net income shall be apportioned to
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Wiseonsin this state by use of an

of the-fraetion- the following:”.

12. Page 859, line 4: after that line insert:

“SECTION 1729b. 71.25 (6) (a) of the statutes is created to read:

71.25 (6) (a) For taxable years beginning after December 31, 2000, and before
January 1, 2002, 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 1729¢. 71.25 (6) (b) of the statutes is created to read:

71.25 (%S (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 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 1729d. 71.25 (6) (c) of the statutes is created to read:

71.25 (& (c) TFor taxable years beginning after Decccmber 31, 2002, an

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

13. Page 859, line 7: on lines 7 and 10/delete “2000” and substitute “2003”.
of“*"‘?r::‘j .
14. Page 859, line 20: Wdelete “1999” and substitute “2002”.

15. Page 860, line 7: delete the material beginning with that line and ending
v

with page 862, line 7,and substitute:
“1. The use of a motor vehicle or rolling stock in this state is determined by

multiplying the gross receipts from the lease or rental of the motor vehicle or rolling
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stock by a fraction having as a numerator the number of miles traveled within this
state by the motor vehicle or rolling stock while leased or rented in the taxable year
and having as a denominator the total number of miles traveled by the motor vehicle
or rolling stock while leased or rented in the taxable year.

2. The use of an aircraft in this state is determined by multiplying the gross
receipts from the lease or rental of the aircraft by a fraction having as a numerator
the number of landings of the aircraft in this state while leased or rented in the
taxable year and having as a denominator the total number oflandings of the aircraft
while leased or rented in the taxable year.

3. The use of a vessel or mobile equipment in this state is determined by
multiplying the gross receipts from the lease or rental of the vessel or mobile
equipment by a fraction having as a numerator the number of days that the vessel
or mobile equipment is in this state while leased or rented in the taxable year and
having as a denominator the total number of days that the vessel or mobile
equipment is leased or rented in the taxable year.

4. If the taxpayer does not know the location of moving property while such
property is leased or rented in the taxable year, the moving property is used in the
state in which such property is located at the time the lessee or renter takes
possession of the property.

SECTION 1785. 71.25 (9) (dn) of the statutes is created to read:

71.25 (9) (dn) @;U{M For taxable years beginning after December 31, 1999,
gross royalties and gross income received for the use ofintangible property, excluding

securities, are attributed to this state if any of the following
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1 1. The purchaser of intangible property uses the intangible property in the
2 production, fabrication or manufacturing of a product that is sold to a customer who
3 is located in this state.

4 2. The purchaser of intangible property uses the intangible property in the
5 printing or publication of materials that are sold to a customer who is located in this
6 state.

7 3. The purchaser of intangible property uses the intangible property in the
8 operation of a trade or business at a location in this state.

9 4. The purchaser of intangible property is billed for the purchase of the

10 intangible property at a location in this state.
5. The purchaser of intangible property does not use the intangible property . &7{/
m ﬂnq state but the trade or business of the seller of intangible property is manageﬁi/
ZA/ 1A
O é/ln this state.

SECTION 1736. 71.25 (9) (dr) of the statutes is created to read:

15 71.25 (9) (dr) 1. For taxable years beginning after December 31, 1999, receipts
16 from a service are attributed to the state where the purchaser of the service received
17 the benefit of the service. The benefit of a service is received in this state if any of
18 the following il [LH)W

19 a. The service relates to real property that is located in this state.

20 b. The service relates to tangible personal property that is located in this state
21  atthe time that the service is received.

22 c. The service is provided to a person who is located in this state.

23 d. The service is provided to a person doing business in this state.

24 e. The service is performed at a location in this state.
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2. Ifthe purchaser of a service receives the benefit of a service in more than one
state, the receipts from the performance of the service are included in the numerator
of the sales factor under par. (a) according to the portion of the service received in this
state. If the state where a purchaser received the benefit of a service cannot be
determined, the benefit of a service is received in the state where the purchaser, in
the regular course of the purchaser’s business, ordered the service. If the state where
a purchaser ordered a service cannot be determined, the benefit of the service is
received in the state where the purchaser, in the regular course of the purchaser’s
business, receives a bill for the service.

SECTION 1736b. 71.25 (9) (ds) of the statutes is created to read:

71.25 (9) (ds) 1. For taxable years beginning after December 31, 1999, the gate
receipts from professional sporting events are attributed to the state in which the
taxpayer’s sports facility is located. Gate receipts include gate receipts from events
held at the taxpayer’s sports facility and gate receipts from events that are held away
from the taxpayer’s sports facility, if the taxpayer’s team is a participant in the event
and the taxpayer sells admissions to that event.

2. For taxable years beginning after December 31, 1999, radio and television
receipts received by the taxpayer from a professional sports association contract with
a communications network are attributed to this state in proportion to the number
of events held in this state in which the taxpayer’s team is a participant and that are
related to the contract compared to the total number of events in which the
taxpayer’s team is a participant and that are related to the contract.

SECTION 1736¢. 71.25 (9) (dt) of the statutes is created to read:

71.25(9) (dt) 1. For taxable years beginning after December 31, 1999, the gross

receipts from radio and television broadcasting, including advertising revenue, are
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attributed to this state in proportion to the audience in this state as compared to the
total audience.

2. For taxable years beginning after December 31, 1999, the gross receipts from
newspapers and magazines, including advertising revenue, are attributed to this
state in proportion to the circulation in this state as compared to the total circulation.

SECTION 1736d. 71.25 (9) (dw ) of the statutes is created to read:

_— W~

71.25 (9) (dw ) 1. Except as provided in subds, 2. and 3., if a person doing
business in this state and outside this state a business that is subject to
apportionment under sub. (6) or s. 71.04 (4) and a business that is a subject to
apportionment under sub. (10), the person shall apportion income as provided under
sub. (6) or s. 71.04 (4).

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 gross receipts in a taxable year from a
businessﬁ described under sub. (10) (¢). 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.
Qif the person receives less than 50% of the person’s total gross receipts in a taxable
year from a business gffdescribed under sub. (10) (c).

3. The de;?rtment may require that a person who is subject to apportionment
under this subsection use an alternative apportionment method to accurately reflect
income that is attributable to this state.

SECTION 1736g. 71.25 (9d) of the statute;s is created to read:

71.25 (9d) FINANCIAL ORGANIZATIONS. (a) Definitions. In this subsection:
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1. “Credit card reimbursement 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 merchandise or services sold by the merchant with the credit card.

2. “Financial organization” means a bank; a savings bank; a bank holding
company; a savings and loan association; a trust company; a credit union, cxecpt a
credit union that is exempt from taxes under s. 71.26 (1) (a); a production credit
association; or an agency or branch of a foreign deposito iqether chartered under
the laws of this state, another state or territory, the laws of the United States or the
laws of a foreign county. “Financial organization” includes a corporation that derives
at least 50% of its total gross income from finance leases, including direct finance
leages and leverage leases as defined by rule, and a corporation that derives at least
50% of its total gross income from an activity that a financial organization performs.

3. “Merchant discount” means a fee or discount that is charged to a merchant
for accepting a credit card as payment for merchandise or services that are sold to

the credit card holder.

4. “Taxpayer” means a financial organization that, is subject to apportionment 5/ 7
5 iy, o7 Docan o3 171]
under this subsection. ;EIL WMW ’ / JQ

(b) Apportionment.| & financial organization that does business in this state
and outside this state shall apportion its net business income as provided in this
subsection. A taxpayer that is subject to this subsection shall apportion its
nonbusiness income under sub. (5) (b) and shall deduct the net business income that

follows the situs of its property from its total net business income. The taxpayer’s

remaining net business income shall be apportioned to this state by sBiply/the

remaining net business income by an apportionment fraction that hay as a
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that has a denominator the taxpayer’s total gross receipts during the taxable year.

The following sources of a taxpayer’s business income are subject to apportionment:

&

1. Gross receipts from the lease of real property?. )Gross receipts from the lease,

rental or sublease of real property owned by the taxpayer shall be apportioned under
sub. (9) (dc).

2. Gross receipts from the lease of tangible personal property’.) Gross receipts
from the lease, rental or sublease of tangible personal property owned by the
taxpayer shall be apportioned under sub. (9) (dc) and (dg).

3. 7C(+ross interest from loans secured by real propertye.) The numerator of the
apportionment fraction includes gross interest, fees or penalties from loans that are
secured by real property if the real property is located in this state at the time the
loanis secured. If thé real property thatis used to secure aloan is located in this state
and in another state or a foreign country, the gross interest, fees or penalties from
the loan are included in the numerator of the apportionment fraction, if at least 50%
of the fair market value of the real property is located within this state or if the loan
borrower is located in this state. |

4. (fGross interest from loan?.) The numerator of the apportionment fraction
includes gross interest, fees or penalties from loans that are not secured by real
property, if the loan borrower is located in this state.

¢
5. aSale ofloans .)

The numerator of the apportionment fraction includes income
from the sale of loans and income under section 1286 of the Internal Revenue Code.
The income that is included in the numerator is determined as follows:

a. The gross receipts from the sale of loans secured by real property is

multiplied by a fraction that has as a numerator the amount included in the
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1 numerator under subd. 3 and that has as a denominator the total amount of interest,
2 fees and penalties from loans that are secured by real property. |

3 b. The net gains from the sale of loans that are not secured by real property is
4 multiplied by a fraction that has as a numerator the amount included in the
5 numerator under subd. 4. and that has as a denominator the total amount of interest,
6 fees and penalties from loans that are not secured by real property.

7 6. Credit card receivables{) The numerator of the apportionment fraction
8 includes gross interest, fees or penalties from credit card receivables and gross

9 receipts from fees charged to credit card holders, if the billing address of the credit

10 card holder is in this state.

11 7. ﬁross receipts from the sale of credit card receivablesi. )The numerator of
12 the apportionment fraction includes gross receipts from the sale of credit card
13 receivables, multiplied by a fraction that has as a numerator the amount included
14 in the numerator under subd. 6. and that has as a denominator the total amount of
15 interest, fees and penalties that are charged to credit card holders.

16 8. Wredit card reimbursement feest) The numerator of the apportionment

6_
7 fraction includes credit card reimbursement fees, multiplied by ’eﬁg\graction e

19 ross receipts from a merchant discount. The numerator of the
20 ent fraction includes gross receipts from a merchant discount if the
21 merchant’s business is principally managed from a location in this state. The gross
22 regeipts from a merchant discount shall not include credit card holder charge backs.
23 he amount of gross receipts from a merchant discount shall not be reduced by
24 interchange transaction fees or by a credit card reimbursement fee,

WW%&W@@Z&LWW W%
piirinils . dpadbdd, 6 ool Aot how %S o2 o dpominols Aho A
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10. ﬁ.oan servicing fees*. a. The numerator of the apportionment fraction
includes loan servicing fees derived from loans that are secured by real property,
multiplied by a fraction that has as a numerator the amount included in the
numerator under subd. 3. and that has as a denominator the total amount of interest,
fees and penalties from loans that are secured by real property. The numerator of
the apportionment fraction also includes loan servicing fees derived from loans that
are not secured by real property, multiplied by a fraction that has as a numerator the
amount included in the numerator under subd. 4. and that has as a denominator the
total amount of interest, fees and penalties from loans that are not secured by real
property.

b. If the taxpayer receives loan servicing fees for servicing a ségubed-or an

Wloan, the numerator of the apportionment fraction shall include such fees
if the borrower of the loan is located in this state.

11. ‘fGrOSS income from investment banking serviceg. The numerator of the
apportionment fraction includes gross income, including commissions, management
fees or underwriting fees, earned from investment banking services if the purchaser
of the services is located in this state.

12. {Gross receipts from other services?. The gross receipts from services that
are not descnbed under subds. 1. to 11., shall be apportioned under sub. (9) (dr).

13. §Other salesi' Sales under sub. (9) that are not apportioned under this
subsection shall be apportioned under sub. (9).

(¢) Receipts not taxed. Fifty percent of the gross receipts of the taxpayer that
are apportioned under this subsection to a state in which the taxpayer is not taxable
is included in the numerator of the apportionment fraction under par. (b), if the

taxpayer’s business is principally managed at a location in this state.
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1 SECTION 1736k, 71.25 (9g) of the statutes is created to read:
2 71.25 (9g) BROKERS AND UNDERWRITERS. (a) Definitions. In this subsection:
3 E “Bro];;"age commission” includes sales fees on agency or principal
4 transactiolls.
n\ 5 @ “Broker” means a person who does business as a broker of securities or
0 6 commodities. “Broker” does not include a sales agent; a bank, savings institution or
Vi 7 trust company that enters a securities or commodities transaction as an agent; a
¢ 8 executor, guardian or conservator who enters a securities or commodities transaction
9 as an agent for another; or a person who purchases or sells the person’s own securities
10 or commoditjes.

-

>
. “Underwriter” means a person who guarantees to provide a definite sum of

money by a definite date to a corporate or government entity in exchange for
13 securities; who markets a corporate or government security offering to the public; or
vi14 who buys a security offering for a specified price and sells the security offering to the

| s Lo s
MWW%%%WZ&

“Taxpayer” mean§ a broker or an underwriter who 1s subject to

public.

17 apportionment under thig subsection. Waﬂ"/
@ (b) Apportionment roker or an underwriter who does business in this gtate

19 and outside this state shall apportion its net business income as provided #a this
"

20 subsection. A taxpayer that is subject to this subsection shall apportion its

21 nonbusiness income under sub. (5) (b) and shall deduct the net business income that
22 follows the situs of its property from its total net business income. The taxpayer’s
@@ remaining net business income shall be apportioned to this state by)ﬁﬂtﬁab the
\2/4 remaining net business income by an apportionment fraction that hg« as a
25 numerator the gross receipts of the taxpayer in this state during the taxéb eyearand

Mw/;ff/W
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that has a denominator the taxpayer’s total gross receipts during the taxable year.
The following sources of a laxpayer’s business income are subject to apportionment:

l.czSecurity brokerage servicesz.} The numerator of the apportionment fraction
includes gross brokerage commissions and total margin interest paid on behalf of
brokerage accounts owned by customers, if the billing address of the customer is in
this state.

2. (‘{Underwriting servicesi. )c{»I‘he numerator of the apportionment fraction
includes gross income, including commissions; management fees or underwriting
fees, earned from underwriting services if the purchaser of the services is located in
this state.

¢

3. ﬁ)ther services’sThe numerator of the apportionment fraction includes gross
income, including commissions or management fees, earned from providing
investment research, management services or financial services to a customer, if the
customer’s billing address is in this state.

4.( {Other salesz. / Sales under sub. (9) that are not apportioned under this
subsection shall be apportioned under sub. (9).

(c) Receipts not taxed. The gross receipts of the taxpayer that are apportioned
under this subsection to a state in which the taxpayer is not taxable are included in
the numerator of the apportionment fraction under par. (b), if the taxpayer’s
business is principally managed at a location in this state.

SECTION 1736m. 71.25 (10) (title) of the statutes is amended to read:

71.25 (10) (title) RAILROADS, FINANGIAL—ORGANIZATIONS TELECOMMUNICATIONS

COMPANIES AND PUBLIC UTILITIES.

SECTION 1736p. 71.25 (10) (c) of the statutes is amended to read:
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71.25 (10) (c¢) The net business income of railroads, sleeping car companies, car
line companies, financial organizations, telecommunications companies 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. For taxable years

v
beginning after December 31, 1999, the net business income of financial institutions

shall be apportioned under sub. (9d).
SECTION 1736r. 71.25 (11) of the statutes is amended to read:

71.25 (11) DEPARTMENT MAY WAIVE FACTOR. Where, in the case of any corpofation
engaged in business within and without the 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.
(8) 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 years beginning after December 31, 2002.”.
v 16. Page 878, line 13: delete the material beginning with that and ending with

page 879, line 12.

17. Page 880, line 1: delete lines 1 to 17 and substitute:

“SECTION 1750. 71.45 (8) (intro.) of the statutes is amended to read:

71.45 (3) APPORTIONMENT. (intro.) Withrespeet Except as provided in par. (),
to determine Wisconsin income for purposes of the franchise tax, domestic insurers
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not-engaged-in-the-sale-of life-insurance-but-which that, in the taxable year, have

colleeted 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 statemthere shall be-subtracted-from multiply the net income figure
derived by application of sub. (2) (a)te-arrive-at-Wiseconsin-inecome Hibuting £

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

SECTION 1751. 71.45 (8) (a) of the statutes is amended to read:

71.45 (3) (a) The Subject to par. (¢), the percentage determined by dividing the

sum of tetal direct premiums written for insurance on all property and risks resident,

other than life insurance, located or to be performed in this state, and assumed

premiums written for reinsurance on all property and risks resident, other than life

insurance, located or to be performed in this state, by the of direct premiums

written for insurance on all property and risks. other than life insurance, wherever

J
located W d assumed premiums written en

insurance for reinsurance on all property and risks resident, other than life

insurance, ! ubjeet-o Hranee-wa dentlocated-or-to-be-perfo
outside—this-state wherever lgggted.u In this subsection, “direct premiums” and
“assumed premiums” meani direct and assumed premiums as reported for the

taxable vear on an annual statement that is filed by the insurer with the

”»
.

commissioner of igguraggee . /M

18. Page 880, line 20: delete lines 20 to 24 and substitute:
“71.45 (8) (b) 1. The Subject to par. (c), the percentage of determined by dividing

total payroll, exclusive of life insurance payroll, paid everywhere in the taxable year
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as-reflects-such-compensation by the payroll, exclusive of life insurance payroll, paid

eutside in this state in the taxable year. 7

19. Page 881, line 9: after that line insert:

“SECTION 1752d. 71.45 (3) (c) of the statutes is created to read:

71.45 (3) (c) 1. For taxable years beginning after December 31, 2000, and before
January 1, 2002, the percentage under par. (a) represents 63% of the arithmetic
average of the amounts under pars. (a) and (b) 1.

2. For taxable years beginning after December 31, 2001, and before January
1, 2003, the percentage under par. (a) represents 85% of the arithmetic average of the
amounts under pars. (a) and (b) 1.

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) to determine

Wisconsin income for purposes of the franchise tax.”.

1'/,

20. Page 881, line 11: delete “pars. (a) and (b)” and substitute “sub. (3) (c)".

_ line
21. Page 882, line 24: delete the material beginning with tha%nd ending with

page 884, line 3. ’
V 22. Page 1477, line 7: delete lines 7 to 11 and substitute: ﬁ
v L
(a) te ) (lﬁ)

X

and (7) (d), (dc) (dg) (dn), (dr) (ds) (dt) and (dW) 71.25

(o}
“('ﬁPPORTIONMENT FACTORS. The treatment of sections 71 04 (4)

and Y
() W)M(a) Py (c)“(7) (imtrd), ® (into.) and © @, @o), (dg) (dn) @, (ds), ()

and (dw) 71.28 (4) (‘a) and (am) 1., 71.45 (3) (1ntro ), (a)f(c) and (3m) and 71.47 (4)

ol



1999 — 2000 Legislature -22 - LRB!%({)WB/?

X X

1 (a) and (am) of the statutes and the renumbering and amendment of 71.45

2 (3) (b) of the statutes take effect on the January 1 after publication.”.



