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CLEARINGHOUSE RULE 99-101

AN ORDER torepeal Tax 11.66 (3) (d) and (4) (e); to renumber Tax 11.66 (2) (intro.) and (b) (intro.)
and 1.t0 5., (3) (b), (c) and (e) to (m), (4) (f) and (5); to renumber and amend Tax 11.66 (2) (a) and
(3) (a); to amend Tax 11.66 (title), (3) (title) and (intro.) and (4) (intro.), (a) and (c); to repeal and
recreate Tax 11.66 (4) (d); and to create Tax 11.66 (2) (intro.), (a) (title) and (b), (3) (a) (intro.) and
(b), (5) and (6), relating to communication services.
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EQISLATIVE Cg )UNCIL RULES CLEARINGHOUSE REPORT

Thxs rule has been reviewed by the Rules Ciearmghouse Based on that review, comments are
reported as noted below: : i

1. STATUTORY AUTHORITY [s. 227.15 (2) (a)]

Comment Attached YES NO |V

2. FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE CODE [s. 227.15 (2) (¢)]

Comment Attached " YES :] - xolr

3. CONFLICT WITH OR DUPLICATION OF EXISTING RULES [s. 227.15 (2) (d)]

Comment Attached ‘ YES ; NO |»””

4. ADEQUACY OF REFERENCES TO RELATED 'STATUTES, RULES AND FORMS
(s 227.15(2) (e)]

'Cdmment Attachcd YES’ ] : NO [Z

5. CLARITY, GRAMMAR, PUNCTUATION AND USE OF PLAIN LANGUAGE [s. 227.15 @) (]

Comment Attached ves [] NO [

6. POTENTIAL CONFLICTS WITH, AND COMPARABILITY TO RELATED FEDERAL
REGULATIONS [s.227.15 (2) ()]

C‘omment‘Attached YES' [:___] NO ]E

7. COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS [s. 227.15 (2) (h)]

Comment Attached YES NO |~




PROPOSED ORDER OF THE DEPARTMENT OF REVENUE
REPEALING, RENUMBERING, RENUMBERING AND AMENDING,
AMENDING,‘ REP‘EALING AND RECREATIN‘G AND CREATING RULES

The Wfsconsm Department of Revenue proposes an order to repeal Tax 11 66(3)(d)
and (4)(e); renumber Tax 11.66(2)(intro.) and (b)(intro.) and 1. to 5., (3)(b), (c) and (e) to (m),
(4)(f) and (5); renumber and amend Tax 11.66(2)(a) and (3)(a); amend Tax 11.66(title), (3)(title)
~and (intro.) and (4)(intro.), (a) and (c); repeal and recreate Tax 11 66(4)(d) and create Tax

11 66(2)(mtro ), (a)(title) and (b), (3)(a)(mtro ) and (b), (5) and (B), relating to commumcahon
services.

Analysis by the Depan‘ment of Revenue
Statutory authority: s. 227.11(2)(a), Stats.

- Statutes interpreted: ss. 77. 51(17m) and (21m), 77.52(2)(a)5. and 5m., (2m) and (3m)
“and 77. 525, Stats.

SECTION 1. Tax 11.66(title) is revised, to remove cable television system seWiCes and
- to clarify that the section applies to telecommunications services and telecommunications
message services.

SECTIONS 2 TO 5. Tax 11.66(2)(intro.), (a) and (b)(intro.) and 1. to 5. are renumbered
Tax 11.66(2)(a)(intro.), 1. and 2.(intro.) and a. to e. and new sub. (2)(intro.), (a)(taﬂe) and (b) are
created, to c!arify the content of sub. (2) and list the types of services d:scussed in Tax 11.66.

Tax 11 66(2)(3)1 as renumbered is revzsed and examples are added to reﬂect the tax
treatment of certain telecommunications services which originate or terminate in Wisconsin, as
a result of the amendment to s. 77. 52(2)(a)5 Stats by 1997 Wis. Act 27.

SECT!ONS 6 TO 11. Tax 1'3 66(3)(t1tie) and (lntro ) are revi sed sub. (3)(d) is repealed,
sub. (3)(a), (b), (c) and (e) to (m) are renumbered sub. (3)(a)1., 2., 3. and 4. to 12. and sub.

-~ (3)(a)(intro.) is created, to clarify the content of sub. (3) and to remove cable television system

services from Tax 11.66 because they are taxed separately from telecommunications services.

Tax 11.66(3)(a)1. as renumbered and the example are revised, to reflect the téx
treatment of certain telecommunications services which originate or terminate in Wisconsin, as
~aresult of the amendment to s. 77.52(2)(a)5., Stats., by 1897 Wis. Act 27.

SECTION 12. Tax 11.66(3)(b) is created, to list telecommunications message services
- as taxable services, as a result of the creation of s. 77.52(2)(a)5m., Stats., by 1997 Wis. Act 27.

SECTIONS 13 AND 14. Tax 11.66(4)(intrd.) and (c) are revised, to correct grammar and
punctuation in conformity with Legislative Council Rules Clearinghouse standards.

Tax 11.66(4)(a) is revised and sub. (4)(d) is repealed and recreated, and the example at
the end of sub. (4)(d) is removed, to reflect the tax treatment of certain telecommunications
services which originate or terminate in Wisconsin, as a result of the amendment to
s. 77.52(2)(a)5., Stats., by 1997 Wis. Act 27.



'SECTIONS 15 TO 17. Tax 11.66(4)(e) is repealed and sub. (4)(f) is renumbered
sub. (4)(e), to remove nonmechanical telephone answering services from the listing of
nontaxab!e serv:ces asa result of the crea’aon of s 77 52(2)(3)5m Stats by 1997 Wis. Act 27.

Tax 11.66(5) is renumbered Tax 11 66(7) and new sub. (5) is created to reflect the tax
treatment of prepaid telephone calling cards and authorization numbers, as a result of the

‘ amendment tos. 77 52(2)(a)5 Stats and the creation ofs. 77. 52(3m) Stats by 1997 ‘Wis. Act
237.

Tax 11.66(6) is created, to reflect the credit for taxes paid to other states,‘as a result of
the creation of §/77.525, Stats., by 1997 Wis. Act 27. ‘ ?;\et

SECTION 1. Tax 11.66(title) is amended to read:

~ Tax 11.66(title) Telecommunications and CATV telecommunications message

semces

SECT!ON 2. Tax 11.66(2)(intro.) and (a) are renumbered Tax 11 66(2)(a)(mtro ) and 1.
and Tax 11 66(2)(a)1 as renumbered is amended to read

Tax 11 66(2)(3)1 The servxce ongmates or termmates in Wxscensm

Note to Revasor Add the foﬁowmg exampies at the end of Tax 11 66(2)(a)1 as
renumbered

Examples 1) Mary Jones piaces aielephone cali from her home in W1sconsm to Bill
Jones in lllinois. The call ongmated in Wlsconsm since at was placed from a teiephone in
'rWisconsm

2) Mary Jones receives a coi!ect call at her home in Wisconsin. The call was placed by
Bill Jones from a telephone in lllinois. The call terminated in W:sconsm since it was received in
Wtsconsm

SECT!ON 3. Tex 11 66(2)(mtro ) and (a)(tltie) are created to read

Tax 11 66(2)(mtro ) GENERAL This subsection descnbes the condmons under which

~ telecommunications services and telecommun!catlons message services are taxable. The

" ‘conditions ‘are as follows:"

(a)(title) Telecommumcatfons services.
SECTION 4. Tax 11 66(2)(b)(1ntro yand 1.to 5. are renumbered Tax

11.66(2)(a)2.(intro.) and a. to e.



SECTION 5. Tax 11.66(2)(b) is created to read:
Tax 11.66(2)(b) Telecommunications message services. Telecommunications message

services that consist of recording telecommunications messages and transmitting them to the

«purchaser of ihe service or at that purchaser’s direction are taxabie except thai those services
- are not taxab!e if they are merely an mcadental element of another service that is sold to the

purchaser and is not taxab!e

SECTI ON 6 Tax 11. 66(3)(m e) and (mtro ) are amended to read
Tax 11 66(3)(t;tle) TAXABLE IEL—EGQMMHMGA%@NS SERV!CES

(mtro ) Gross recei ts whmh are subject to Wlsconsm

sales or use tax: mc!ude gross rece;pts 'from the saie of the foilowsng_grvnces

SECTION 7 Tax 11 66(3}(3) is renumbered Tax 11 68(3)(a)1 and amended to read:
Tax 11 66{3)(3)1 Locai and tou service and Wlde—Area Telecommumcaﬁons Service, or
WATS, including mtt:aeta%e pnvate ime serv:ce

~ Note to Revxsor Repiace the exampie at the end of sub (3)(3)1 as renumbered with
the foliowmg = : .

Example: Company JKL headquartered in Milwaukee, has branch oﬁices in Madison,
Green Bay, Chicago and Minneapolis. Company JLK contracts with a telecommunications
company for private line telecommunications service between its Milwaukee office and each

“branch office. The charges by the telecommunications company to Company JKL for private

line service are subject to Wisconsin sales or use tax. A credit may be allowed, against the
Wxsconsm sales or use tax, for tax paid to illmons or Minnesota. See sub. (6) '

: :SECTiON 8 Tax 11 66(3)(3)(mtro ) is crea‘ted to read
Tax 1 1 66(3)(3)(mtro ) Telecommumcat:ons services, mcludmg

: kSECTiON 9. Tax 1 66(3)(b) and (c) are renumbered Tax 11 66(3)(a)2 and 3.
SECTION 10. Tax~1:§.66(3)‘(d) is repealed.
SECTION 11. Tax 11.66(3)(e) to (m) are renumbered Tax 11.66(3)(a)4. to 12.

Note to Revisor: Add the following note at the end of Tax 11.66(3)(a)12. as
renumbered:

Note: Refer to sub. (5) regarding the sale of rights to purchase telecommunications
services.



SECTION 12. Tax 11.66(3)(b) is created to read:
Tax 11.66(3)(b) Telecommunications message services, including:
1. Nonmechanical telephone answering services..

~ Examples: 1) A real estate business, whose employes spend considerable periods of
tlme away from its office, contracts with Company A to answer incoming telephone calls during
periods when employes are not available to answer the telephone. Employes of Company A
receive the calls to the real estate office by telephone, take messages from incoming callers and
transmit the messages to the real estate company or particular employes in that company. The
service provided by Company A is not an incidental element of another service that is sold to
the real estate company and is nontaxable. Company A’s charge for this service is subject to
Wisconsin sales or use tax.

2) Company B employs an office management service that provides receptionist, typing,
»filmg, scheduling, bookkeeping and similar services. Employes of the office management
service also answer and route incoming telephone calls. When calls cannot be routed, the
office management service takes and transmits messages to the appropriate person. This
answermg service is only a small part of the total serwces provnded

The telephone answering service prowded as a part of the office management service is
- not subject to Wisconsin sales or use tax because it is incidental to the office management
service provided and that office "nanagement service is not taxabl

2 Burglar alarm and similar secunty momtonng services.

3 Electronac mall serwces.
4 Mechani cal or eiectromc vozce messagmg and telephone answermg sennces

: Example CompenyA pmvades lts customers access to an office message system

“ computer through which a customer can deposit or retrieve telephone messages using a touch-
tone telephone. The service may be used as a message center, a call forwarding service or an
answering service. Messages are stored in the computer, and the customer may send or
retrieve messages, reply to a message directly, reroute messages to others, broadcast '
messages to a wider group, save selected messages and cancel messages no longer needed.
The service is available 24 hours a day, and the customer accesses the computer either
through a toli-free telephone number or a local telephone number. The service provided by
Company A is not an incidental element of another service that is sold to the customer and is
nontaxable. Company A’s charges for this service are subject to Wisconsin sales or use tax.

SECTION 13. Tax 11.66(4)(intro.), (a) and (c) are amended to read:

Tax 11.66(4)(intro.) Gross receipts from the sale of or charge for the following services

are not taxable:



"~ (a) Interstate or international telecommunications service if the service eriginates-from

but is charged to a service

address in another state or country.

(¢) Access services, Measured Toll Service, or MTS, and Wide-Area
" Telecommunications Service,kor WATS, services resellers purchase, ’gepackage; and resell to
customers.

SECTION 14. Tax 11.66(4)(d) is repealed and recreated to read:

‘Tax 11.66(4)(d) Services that are obtained by means of a toll-free number, that originate
outside Wisconsin and terminate in Wisconsin. ‘

Note to Revisor: Remove the example that followed sub. (4)(d) before its repeal.

SECTION 15. Tax 11.66(4)(e) is repealed. |

SECTION 16. Tax 11.66(4)(f) and (5) are renumbered Tax 11.66(4)(e) and (7).

SECT!ON 17. Tax 11. 66(5) and (6) are created to read: o

V Tax 11.66(5) PREPA!D TELEPHONE CALLING CARDS AND AUTHORIZATION

N’UMBERSZ. (a) The sal,’e_ of nghj;s to purchase telecommunications services, including
"k;":tj*ri’Ch'asihg reaﬁthorizaﬁon ’ndfﬂbers, by paymgin advance aﬂd by'usiﬁg‘ an access number and
auihariZation code, is subject to Wisconsin sales or‘uSe'tax |

(b) The sstus of the sa!e of the nghts to purchase telecommumcatlons services is as
follows

1. If the sale takes place at a retailer’s place of business, the situs of the sale is that
place of business.

2. If the sale does hot take place at a retailer’s place of business and an item that will
implement the right to pﬁrchase telecommunications services, such as a calling card, is

shipped, the situs of the sale is the customer’s shipping address.



3. Ifthe sale does not take place at a retailer’s place of business and no item that will
implement the right to purchase telecommunications ,;semices,i,s shipped, the situs of the sale is
the customer’s billing address.

(6) CREDIT FOR TAX PAID TO ANOTHER STATE. Any person who is subject to the
tax under s. 77.52(2)(a)5., Stats., on telecommunications services ﬁaat terminate in Wisconsin
and who has paid a similar tax on the same services to another state may reduce the amount of
the tax remitted to Wisconsin by an amount e‘qualk to the similar tax properly paid to another
- state on those services or by the amount due Wisconsin on those services, whichever is less.

That person shall refundproportionaily to the persons to whom the tax under s. 77.52(2)(a)5.,
Stats., was passed on an amount equal to the amounts not remitted.
Note to Revisor: 1) “ Replace the first note at the end of Tax 11.66 with the following:

. Note: Section Tax 11.66 interprets ss. 77.51(17m) and (21m), 77.52(2)(a)5. and 5m.,
{2m) and (3m) and 77.525, Stats.

2) Inthe 3" note at the end of Tax 11.66: remove part (b); renumber parts (c) to (h) to
- be parts (b) to (g); remove the word “and” before part (g) as renumbered; and add the following
to the end of the note:

: (h) Certam ielecommumoaﬁons message serv;ces became taxabie December 1,1997,
pursuant to 1997 Wis. Act 27; (i) Telecommunications services originating outside Wsconsm
terminating in Wisconsin and charged to a service address in Wisconsin, except certain services
obtained by means of a toll-free number, became taxable December 1, 1997, pursuant to 1997
Wis. Act 27; (j) Credit for sales tax properly paid to another state on interstate
- telecommunications services became effective October 14, 1997, pursuant to 1997 Wis. Act 27;
and (k) Sales of rights to purchase telecommunications services became taxable August 1,
1998, pursuant to 1997 Wis. Act 237.



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

Initial Regulatory Flexibility Analysis
This proposed rule order does not have a significant economic impact on a substantial

number of small businesses.

DEPARTMENT OF REVENUE

;)
Dated; le YL%VF By:(ﬁi

Cate Zeuske ~
Secretary of Revénue

e:rule\1166 Proposed Order





