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1999 ASSEMBLY BILL 74

Febi‘uary. 2, 1999 — Introduced by Representatives ZIEGELBAUER, PLALE, GOETSCH,
GROTHMAN, F. LASEE, SYKORA, RYBA, SERATTI and POWERS, cosponsored by
Senator WELCH. Referred to Joint survey committee on Tax Exemptions.

RN T N N A VD ED.
) L ad g o 1 ity g T

2 ) ceed
AN AcCT to repeal 71.25 (7) and (8); and to amend 71.25 (6) and 71.25 (9) (d) of

the statutes; relating to: changing the formula for apportioning income to this

state in computing corporate income taxes and franchise taxes.

Analysis by the Legislative Reference Bureau

In computing corporate income taxes and franchise taxes, a formula is used to
attribute a portion of the corporation’s income to this state. The formula has three
factors: a sales factor, a payroll factor and a property factor. The sales factor is
weighted double. Under this bill, the sales factor will be the only factor used.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

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

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

SECTION 1. 71.25 (6) of the statutes is amended to read:
71.25 (6) ALLOCATION AND SEPARATE ACCOUNTING AND APPORTIONMENT FORMULA.

Corporations engaged in business within and without the state shall be taxed only
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. ASSEMBLY BILL 74 SECTION 1

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 accdljnting 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 separe;te 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 accoﬁnting 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 iﬁcome of the taxpayer the part thereof (less related expenses, if
any) that follows the situs of the property or the residence of the recipient. The

remaining net income shall be apportioned to Wisconsin by use of an apportionment

fraction composed of a the sales factor under sub. (9) representing 50% of the fraction;

SECTION 2. 71.25 (7) and (8) of the statutes are repealed.

SECTION 3. 71.25 (9) (d) of the statutes is amended to read:

71.25 (9) (d) Sales, other than sales of tangible personal property, are in this
state if the income-producing activity is performed in this state.. If the
income—producing activity is performed both in and outside this state the sales shall
be divided between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering

this service. Services performed in states which do not have jurisdiction to tax the
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ASSEMBLY BILL 74 ' SECTION 3

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

is would be allocated by sub. (8), 1997 stats.

SECTION 4. Initial applicability.
(1) This act first applies to taxable years beginning on January 1 of the year in
which this subsection takes effect, except that if this subsection takes effect after

July 31 this act first applies to taxable years beginning on January 1 of the year

following the year in which this subsection takes effect.

(END)
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@ AN AcT v} relatiﬁg to: single 44)es factor apportionment of income for corporate

2 income tax and franchise tax purposes.

Analysis by the Legislative Reference Bureau

Under current law, when computing the income tax or franchise tax liability of
a corporation that does business inside and outside of this state, a formula is used
to attribute a portion of the corporation’s income to this state. The formula has three
factors: a sales factor, a property factor and a payroll factor. The sales factor
represents 50% of the formulaAand the property and payroll factors each represent
25% of the formula.

Under this bill, beginning on January 1, 2002, the sales factor will be the only
factor used to attrlbute a portion of a corporation’s income to this state.

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

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

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

5 71.04 (4) NONRESIDENT ALLOCATION AND APPORTIONMENT FORMULA. (inﬁo.)
6 Nonresident individuals and nonresident estates and trusts engaged in business

)
7
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SECTION 1

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

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

be apportioned to Wiseensin this state by use of an-apportionment-fraetion-composed-

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

71.04 (4) (a) For taxable byears beginning before January 1, 2002, an
apportionment fraction composed of a sales factor under sub. (7')/representing 50%
of the fraction, a property factor under sub. (5‘)/represent1ng 25% of the’ fractlog\and
a payroll factor under sub. (6) representing 25% of the fraction.

SECTION 3. 7 1.04 (4) (b) of the statutes is created to read:

71.04 (4) (b) For taxable years beginning after December 31, 2001, an
v

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

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

v
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SECTION 4

71.04 (5) PROPERTY FACTOR. (intro.) For purposes of sub. (4) and for taxable
vears beginning before January 1, 2002:

SECTION 5. 71.04 (6) (intro.) of the statutes is amended to reéd:

71.04 (6) PAYROLLFACTOR. (intro.) For purposes of sub. (4) and for taxable years
beginning before January 1, 2002: |

SECTION 6. 71.04 (7) (d) of the statutes is amended to read:

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

wonld be
«i%llocated' by sub- 5. 71.04 (6), 1999 stats.

SECTION 7. 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
this state of Wiseonsin 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

o
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SECTION 7 Q\p}
V.

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

This subsection not apply to taxable vears beginning after December 31, 2001.

SECTION 8. 71.25 (6) of the statutes is renumbered 71.25 (6) (intro.) and

amended to read:

71.25 (6) ALLOCATION AND SEPARATE ACCOUNTING AND APPORTIONMENT FORMULA.
o

- (intro.) Corporations engaged in business within and without the state shall be taxzed

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 b
determined by an allocation and separate accounting thereof, when the business df '\0
such corporation within the state is not an integral part of a unitary business, bu RQO
the deparfment of revenue may permit an allocation and separate accounting in an
case in which it is satisfied that the use of such method will properly reflect the
income taxable by this state. In all cases in which allocation and separate accounting
is not permissible, the determination shall be made in the following manner: for all
businesses except financial organizations, public utilities, railroads, sleeping car
companies, car line comparﬁes and corporations or associations that are subject to

a tax on unrelated business income under s. 71.26 (1) (a) there shall first be deducted

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

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

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

ava
v

. the following: \

SECTION 9. 71.25 (6) (a) of the statutes is created to read:
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71.25 (6) (a) For taiable years beginning before January 1, 2002, an
apportionment fraction composed of a sales factor under sub. (9) representing 50%
of the fraction, a property factor under sub. (7) representing 25% of the fractlol}\and
a payroll factor under sub. (8) representing 25% of the fraction.

SECTION 10. 71.25 (6) (b) of the statutes is created to read:

71.25 (6) (b) For taxable years beginning after December 31, 2001, an

',a‘pportionment fraction composed of the sales factor under sub. (9). [07

/

71.25 (7) PROPERTY FACTOR. (intro.) For purposes of sub.-6>4nd for taxable

SECTION 11. 71.25 (7) (intro.) of the statutes is amended to read:

years beginning before January 1, 2002:

®

SECTION 12. 71.25 (8) (intro.) of the statutes is amended to r
71.25 (8) PAYROLL FACTOR. (intro.) For purposes of sub: nd for taxable vears

beginning before January 1, 2002:
- SECTION 13. 71.25 (9) (d) of the statutes is amended to read:

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

-state if the income-producing activity is performed in this state. If the
'income—producing activity is performed both in and outside this state the sales shall
be divided. between those states having jurisdiction to tax such business in
proportion to the direct costs of performance incurred in each such state in rendering
this service. Services performed in states which do not have jurisdiction to tax the
business shall be deemed to have been performed in the state to which compensationl

v
4ds)allocated by sub- s. 71.25 (8), 1999 stats. :/

' ' | - ?
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- SECTION 9

SECTION 14. 71.25 (11) of the statutes is amended to read:

71.25 (11) DEPARTMENT MAY WAIVE FACTOR. Where, in the case of any corporation ;|

engaged in business within and without the this state of Wisconsin and required to

ol fe
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SEcTION 14

apportion its income as provided in sub. (6), it shall be shown to the satisfaction of
the department of revenue that the use of any one of the 3 factors provided in sub.
(6) gives an unreasonable or inequitable final average ratio because of the fact that
such corporation does not employ, to any appreciéble extent in its trade or business

in producing the income taxed, the factors made use of in obtéining such ratio, this Qﬂ:jg
factor may, with the approval of the department of revenue, be omitted in obtaining %

) L . .. . . W2
the final average ratio which is to be applied to the remaining net income. This G’

subsection does not apply to taxable vears beginning after December 31. 2001.

SECTION 15. Initial applicability.

(1) This act first applies to taxable years beginnifig after Necember31;-200

(END)
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DRAFTER’S NOTE LRB—Olgyc/ln

FROM THE J /
LEGISLATIVE REFERENCE BUREAU st

September 6, 2000

Representative Ziegelbauer:

Please review this draft carefully to ensure that it is consistent with your intent.
This bill is based on 1999 Assembly Bill 74, but it}includes certain technical corrections
not included in 1999 Assembly Bill 74. Alsqdthe bill does not affect the income
apportionment of an insurance company. Under current law, the income of a insurance
company that sells policies on property located inside and outside this state is
apportioned by using a formula that includes a premiums factor and a payroll factor.
Do you want the apportionment formula for an insurance company to have only a
premiums factor? Please contact me if you have any questions.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266—-2263

E-mail: joseph.kreye@legis.state.wi.us
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LEGISLATIVE REFERENCE BUREAU

September 12, 2000

Representative Ziegelbauer:

Please review this draft carefully to ensure that it is consistent with your intent.
This bill is based on 1999 Assembly Bill 74, but it includes certain technical corrections
not included in 1999 Assembly Bill 74. Also, the bill does not affect the income
apportionment of an insurance company. Under current law, the income of a insurance
company that sells policies on property located inside and outside this state is
apportioned by using a formula that includes a premiums factor and a payroll factor.

Do you want the apportionment formula for an insurance company to have only a
premiums factor? Please contact me if you have any questions.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E-mail: joseph.kreye@legis.state.wi.us
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LEGISLATIVE REFERENCE BUREAU

100 NORTH HAMILTON STREET
5TH FLOOR

STEPHEN R. MILLER ’ - LEGAL SECTION: (608) 266-3561
CHIEF MADISON, W1 53701-2037 LEGAL FAX: (608) 264-6948

September 12, 2000

MEMORANDUM

To: Representative Ziegelbauer

From: Joseph T. Kreye, Legislative Attorney

Re: LRB-0108 Single sales factor apportionment of corporate income

The attached draft was prepared at your request. Please review it carefully to ensure that it is
accurate and satisfies your intent. If it does and you would like it jacketed for introduction,
please indicate below for which house you would like the draft jacketed and return this
memorandum to our office. If you have any questions about jacketing, please call our program
assistants at 266-3561. Please allow one day for jacketing.

2 ; JACKET FOR ASSEMBLY JACKET FOR SENATE

If you have any questions concerning the attached draft, or would like to have it redrafted,
please contact me at (608) 266-2263 or at the address indicated at the top of this memorandum.

If the last paragraph of the analysis states that a fiscal estimate will be prepared, the LRB will
request that it be prepared after the draft is introduced. You may obtain a fiscal estimate on the
attached draft before it is introduced by calling our program assistants at 266-3561. Please note
that if you have previously requested that a fiscal estimate be prepared on an earlier version of

 this draft, you will need to call our program assistants in order to obtain a fiscal estimate on this
version before it is introduced.

Please call our program assistants at 266-3561 if you have any questions regardirig this
memorandum.



